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Key Highlights

O MINDAIND is the market leader in automotive switches and horns while 3 largest
player in automotive lamps in India. MINDAIND has been consistently outperforming

RATING BUY the auto component industry with Revenue and PAT CAGR of 25% and 50% over
VP 346 FY12-18. . . . . . .
Price Target 405 O The company is planning to expand in sensors business, for which the plant is

) . . supposed to get commissioned by April 2019. The revenue opportunity from this plant
Potential Upside 17% is expected to be Rs.450 crores in next 3-4 years.

O The company is setting up a 2 wheeler alloy wheel plant in Maharashtra with capital
outlay of Rs.300 crores. The plant is expected to commence production from 4QFY20
pre— with revenue potential of Rs.450-500 crores.

O The company is also setting up a new plant for controller and Telematics for a total
capex of Rs. 80 crores over next 12 months and will be targeting sales of Rs. 300
crores in next 3 years.

Rating Change

Estimate Change

o P

Target Change
2Q FY19 Result Update
The company posted a healthy revenue growth of 39% YoY to Rs.1522 crores. The
growth was mainly attributed to good revenue earned across various business divisions
namely; switch business (75%), lamps (9%), horns and acoustics (7%) and other
business (44%). EBITDA margin has also expanded by 50bps QoQ to 12.4% primarily led
by operating leverage benefit. PAT for the quarter stood at Rs. 89 crores with 21% YoY
growth.
View and Valuation
MINDAIND has reported stellar quarterly performance with 39%YoY revenue growth.
Rising commodity cost pressure was offset by operating leverage and increasing
premium products demand. The management expects group restructuring to complete by
Stock Inf 4QFY19 and there will be organic growth only after then which may result some softness
ock Into in margin expansion. The debt has increased due to green field capacity and recent
52wk Range H/L 455/282 group consolidation activity. However, it will be a key focus area for the company and the
Mkt Capital (Rs Cr) 9082 management will continue to keep D/E under check. Government’'s focus to improve
Free float (%) 29% safety features in vehicles (airbags, LEDs and rear parking sensors) and increasing
Ave. Vol 1M 287 premium products demand will drive the revenue growth and margins further going
VE. VO (,000) 8 ahead. Considering the higher interest cost due to increased debt level and higher tax
No. of Shares (Cr.) 26 expenses we reduce our FY20 EPS estimate by 7%. However, we remain optimistic
Promoters Pledged % 0% about the growth potential of the company and expect revenue and PAT to grow at 26%
and 21% CAGR over FY18-20 respectively. We value MINDAIND at 22x FY20E EPS to
arrive at a target price of Rs.405 and maintain BUY.
Key Risks to our rating and target
O Slow down in overall automotive industry (88% revenue from OEMs)
U Increase in interest rates may put pressure on profitability.
KEY FINANCIAL/VALUATIONS FY16 FY17 FY18 FY19E FY20E
Net Sales 2527 3386 4471 5985 7122
EBITDA 238 374 534 743 906
EBIT 145 238 369 514 625
PAT 111 185 331 383 481
Research Analyst EPS (Rs) 5 8 13 15 18
NAVEEN KUMAR DUBEY EPS growth (%) 64 67 63 16 26
Naveen.dubey@narnolia.com ROE (%) 24 24 24 22 22
+91-22-62701235 ROCE (%) 23 25 23 24 25
Swati Singh BV 20 32 53 66 82
Swati.singh@narnolia.com P/B (X) 2 7 5 5 4
+91-22-62701224 P/E (x) 9 30 23 24 19

The views expressed above accurately reflect the personal views of the authors about the subject companies and its(their) securities. The authors have not and will
not receive any compensation for providing a specific recommendation or view. Narnolia Financial Advisors Ltd. does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.

Please refer to the Disclaimers at WWW.Narnolia.com Narnolia Financial Advisors Ltd.




MINDAIND

2QFY19 Results PAT below estimates

Financials 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 YoY % QoQ% FY17 FY18 YoY %
Net Sales 1,098 1,056 1,371 1,430 1,522 | 39% 6% 3,386 4,471 | 32%
Other Income 4 8 12 7 5 7% -27% 14 33| 141%
Total Income 1,103 1,064 1,383 1,436 1,526 | 38% 6% 3,400 4,504 | 32%
COGS 686 647 845 883 938 37% 6% 2,116 2,763 | 31%
Staff Cost 139 141 176 189 195 | 41% 4% 451 587 | 30%
Other Exp. 137 141 180 189 199 46% 6% 444 587 32%
Expenditure 962 930 1,201 1,260 1,332 39% 6% 3,012 3,937 | 31%
EBITDA 137 126 170 170 189 39% 11% 374 534 43%
Depreciation 38 42 49 49 56| 47% 14% 136 165 | 21%
EBIT 98 84 121 121 133 36% 10% 238 369 55%
Interest 6 7 14 13 15| 140% 14% 40 35| -12%
PBT 96 85 119 114 123 27% 8% 212 367 73%
Excpt. Item - - (38) - - 0% 0% - (38) 0%
Tax 30 24 23 34 39| 31% 15% 46 98| 110%
PAT 73 66 140 85 89| 21% 5% 185 331 79%

Robust revenue growth across segments

MINDAIND has come up with another strong quarterly performance in 2QFY19. The company
has posted revenue of Rs. 1522 crores with a growth of 39% YoY. This robust growth was
supported by whopping revenue growth across all business segments. The switch business
grew robustly by 75 %YoY to Rs.609 crores. Switch business comprises of 40% of the total
revenue in 2QFY19. The lamps and horns & acoustics business accounted for 22% and 12%
of overall revenue pie and grew by 9% and 7%YoY respectively. The other business which
includes alloy wheel, aluminum die casting, blow molding etc, clocked sales of Rs. 406 crores
with 44%YoY growth.

Operational efficiencies maintained margins

Gross margin remained flat QoQ to 38.4% due to increase in commodity prices and currency
fluctuation. Overall EBITDA margin improved by 50bps on sequential basis to 12.4% primarily
led by operating leverage benefit and increased contribution of alloy wheels business. The
overall capacity utilization across all product lines was approximately 80% during the quarter.

Higher depreciation, finance cost and tax expenses led to decline in PAT
margins

PAT for the quarter stood at Rs.89 crores with 21% YoY growth. However, PAT margin
declined by 84 bps YoY to 5.8% primarily led by higher depreciation expenses, finance cost
and tax expenses.

Concall highlights

U The company has got orders for LED lamps for TVS Jupitor, Honda Activa 125 cc and
Apache model. The company has also got new headlamp order from Hero.

U TG Minda acquisition — The acquisition of 47.8% has been completed with effect from
September 28, 2018. The company has now become a JV of MIL. The company will be
consolidated with MIL based on equity method.

U I-SYS RTS Acquisition - Transaction has been completed on September 12, 2018. It is
now as Subsidiary of MIL, has been consolidated in this quarter for 18 days. It has
acquired 80% stake in the company.

U The board has also approved a project for controller and telematics for a total outlay Rs 80
crores over next 12 months at Chakan, Pune. The Project is expected to be commissioned
in Q3 2019-20 with revenue expectation of Rs.300 crores in 3 year at full capacity.

U The company is setting up a 2 wheeler alloy wheel plant in Maharashtra with capital outlay
of Rs.300 crores. The plant is expected to commence production from 4QFY20 with
revenue potential of Rs.450-500 crores.

U The existing alloy wheel plant at Gujarat will ramp up by the end of FY19.

U The Company has tied up with Sensata for Sensors and production is likely to begin from
April 2019. By 2022-2023, the company expects to have revenue of Rs.400 crores from
this business.

U Inventory holding period - For Imports is 45-60 days and for Domestic is 15-30 days
U Capex for FY19 is Rs. 500 crores and Rs. 300 crores for FY20.

Narnolia Financial Advisors Ltd.



MINDAIND

Exhibit: Net sales (Rs. Crore) and Growth Trend

Growth was mainly due to good revenue earned across all
business divisions
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Exhibit: EBITDA (Rs. Crore) and EBITDA Margin Trend

Operating leverage benefit helped to protect the margins at
12% level
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Exhibit: Segmental Revenue Growth (in Rs. Cr.)
Growth across various segments led to healthy revenue growth

W Switches m Horns/Acoustics Lighting ® Others

Exhibit: COGS (Rs. Crore) & Gross Margin Trend
Gross margin maintained despite higher commodity prices
in last 2 quarters
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Exhibit: PAT (Rs. Crore) and PAT Margin Trend
PAT margin declined due to higher depreciation expenses,
finance cost and tax expenses
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Exhibit: Return Ratios
Return ratios to improve going ahead as the profitability
improves
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MINDAIND

Financial Details

Balance Sheet

WE March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
Share Capital 19 19 19 19 16 17 26 26
Reserves 289 292 346 452 744 1,374 1,704 2,129
Networth 309 311 365 472 759 1,392 1,730 2,155
Debt 170 278 209 353 438 543 788 709
Other Non Cur Liab 25 26 29 43 112 155 155 155
Total Capital Employed 398 449 462 641 937 1,632 2,168 2,549
Net Fixed Assets (incl CWIP) 361 422 420 697 993 1,450 1,812 1,815
Non Cur Investments 22 24 26 44 111 155 278 530
Other Non Cur Asst 4 9 12 8 20 40 40 40
Non Curr Assets 411 478 478 787 1,196 1,838 2,323 2,577
Inventory 89 125 141 184 238 418 492 546
Debtors 217 261 289 364 500 790 984 1,132
Cash & Bank 39 28 28 57 374 159 211 217
Other Curr Assets 3 7 5 8 82 141 141 141
Curr Assets 395 504 519 700 1,202 1,527 1,848 2,056
: Creditors 216 247 267 321 486 798 984 1,073
Provisons (both) 29 36 42 52 68 119 124 127
Other Curr Liab 62 94 89 169 48 92 123 146
Curr Liabilities 290 352 372 510 670 1,064 1,286 1,402
Net Curr Assets 105 152 147 190 531 463 562 653
Total Assets 806 981 997 1,487 2,398 3,365 4,170 4,633

Income Statement

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
Revenue from Operation 1,340 1,706 2,232 2,527 3,38 4,471 5985 7,122
Change (%) 14 27 31 13 34 32 34 19
Other Income 11 17 17 14 14 33 37 56
EBITDA 93 78 154 238 374 534 743 906
Change (%) 23 (17) 98 54 57 43 39 22
Margin (%) 7 5 7 9 11 12 12 13
Depr & Amor. 46 59 83 93 136 165 229 281
EBIT 47 19 71 145 238 369 514 625
Int. & other fin. Cost 19 24 25 26 40 35 54 64
EBT 39 11 63 134 212 367 496 617
Exp ltem (0) (1) (16) (5) - (38) - -
Tax 11 8 19 28 46 98 140 167
Minority Int & P/L share of Ass. (0) 2 9 0 20 23 27 31
Reported PAT 28 7 68 111 185 331 383 481
Adjusted PAT 28 7 68 111 185 331 383 481
Change (%) (2) (75) 847 64 67 79 16 26
Margin(%) 2 0 3 4 5 7 6 7

Narnolia Financial Advisors Ltd.
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Financial Details

Key Ratios
Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
ROE 9% 2% 19% 24% 24% 24% 22% 22%
ROCE 12% 4% 15% 23% 25% 23% 24% 25%
Asset Turnover 1.66 1.74 2.24 1.70 141 1.33 1.44 1.54
Debtor Days 59 56 47 53 54 64 60 58
Inv Days 24 27 23 27 26 34 30 28
Payable Days 59 53 44 46 52 65 60 55
Int Coverage 2 1 3 6 6 11 9 10
P/E 11 37 10 9 30 23 24 19
Price / Book Value 1 1 2 2 7 5 5 4
EV/EBITDA 4 5 5 5 14 15 12 10
FCF per Share (2) (3) 3 (3) 3 (6) 1 17

Cash Flow Statement

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
PBT 39 13 79 139 212 405 496 617
(inc)/Dec in Working Capital 12 (42) (10) (82) 9 (103) (47) (86)
Non Cash Op Exp 46 59 83 93 136 165 229 281
Int Paid (+) 18 23 25 26 40 35 54 64
Tax Paid (10) (9) (17) (25) (56) (85) (140) (167)
others () (2) (33) (3) (8) (24) 27 31
CF from Op. Activities 95 42 135 146 335 362 620 740
(inc)/Dec in FA & CWIP (105) (137) (122) (74) (211) (254) (517) (592)
Free Cashflow (9) (95) 13 72 124 108 103 149
(Pur)/Sale of Inv 2 (23) 21 2 - - - -
others 17 8 8 (48) (17) (124) (123) (252)
CF from Inv. Activities (118) (137) (39) (257) (271) (641) (714) (535)
inc/(dec) in NW - - - - 300 - - -
inc/(dec) in Debt 15 106 (67) 160 (3) 84 245 (79)
Int. Paid (17) (23) (26) (25) (39) (35) (54) (64)
Div Paid (inc tax) (6) (6) (10) (13) (27) (23) (45) (56)
others 2 3 5 0 - - - -
CF from Fin. Activities (5) 80 (98) 123 253 46 155 (199)
Inc(Dec) in Cash (28) (15) (2) 13 317 (232) 60 6
67 39 23 21 38 358 126 173

Add: Opening Balance

Closing Balance 39 24 21 34 358 125 186 179
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