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Maruti Suzuki (MSIL) 
Industry: Auto and Auto Components | Industry View: Positive         Result Update 

Results on track, PAT impacted due to lower other income 

Margins resilient despite rise in input costs in Q3 

Maruti Suzuki India Ltd (MSIL)’s Q3 FY18 numbers came in line with our expectations at topline, 

while at operating levels it came slightly above our estimates. The top-line grew by 14.3% yoy 

and fell by 11% qoq. Volumes in the quarter were at a record 4.27 lakh units, growing by 

10.5% yoy and fell by 13% qoq, while realizations growth was at 1.6% qoq. The new launch 

bouquet of Baleno, Brezza and Dzire were the star performers in the quarter. Although there 

was a sharp increase in discounts, EBITDA margins came up at firm 15.8%, above market 

expectations. There was an increase in RM prices in the quarter, but tight cost control led to 

stable margin performance, above our expectations. Employee costs came down to 3.6% from 

3.7% yoy. Other expenses were at 11.8%, lower yoy as compared to 12.5%. Below the 

operating levels, MTM losses to the tune of ₹3.1 bn led to lower than expected bottomline, 

which grew by just 3.1% yoy. Excluding the one offs, PAT grew by 21.1% yoy at ₹ 21.1 bn. 

Production aligning with demand, major concern on the verge of getting resolved 

Management mentioned that the company witnessed a double digit growth in the recently 

concluded festive season. With its recent launches of the new Dzire, Baleno, Brezza & Ignis and 

the waiting period associated with them, success of its existing models like Ertiga, Ciaz, Celerio 

etc we expect MSIL to attract a good demand in the rest of FY18E and FY19E, possibly quite 

stronger than FY17 on the back of new low base and two variants Swift (to be launched in Q4) 

and Dzire (launched recently). Benign competition, wide distribution network, continuous 

demand from the cab aggregators, good monsoon leading to rural demand (YTD 19% growth 

as compared to overall growth of ~15% YTD) and the positive impact of Seventh Pay 

Commission trickling in (government employees contributed 20% of volumes in Q3), we expect 

robust demand for MSIL to continue. With the Phase I of Gujarat plant having commissioned 

from Q4 FY17, it is expected to add 2.5 lakh units as exit capacity of FY18 which would cater to 

the additional pickup in demand and ease up with the waiting periods of the new launches. 

MSIL produced 36,000 units (v/s 24,000 in Q2) from this plant in Q3 while they expect to 

produce 150,000 units in FY18, which would move up to 250,000 units by FY19 end. In order 

to make this happen, second shift has already started at Gujarat plant with capacity to add 

additional 20,000 units per month. New Swift along with Baleno will be produced from this 

plant. This would naturally help to ramp up sales volumes and resolve capacity issues as the 

demand remains robust and stable. Also flexibility at its plants to alter the existing capacities for 

production of higher demand products will also take care of capacity constraints. We believe 

MSIL to grow at 13-14% for the next two years, though we expect a flattish growth in exports. 

RM cost hike may pressurize margins, but better product mix, price hikes and revision in 

royalty may act positive 

Q3 EBITDA margins came in at 15.8%, up by 100 bps yoy. This reflects better product mix with 

higher number of Ciaz, Baleno, Ignis, new Dzire and Brezza models, despite higher 

discounts(₹17,900 v/s ₹15,200 qoq) and tight cost control. Obviously going forward, employee 

costs may move up but as the utilization rate of this plant moves up, MSIL will start benefitting 

on margin front.  At the bottomline too, for the next couple of quarters we may witness 

depreciation costs escalating from Q3 levels, but as the plant ramps up fully, they may come 

down on operating leverage. With proportion of new models in the total volumes moving up 

post new high margin launches, we may see good margins. Higher localization of input 

material, stable currency and favorable product mix and possible price hikes may also negate 

the impact of rising input costs. Management’s announcement of revision in royalty policy 

(5.3% of sales currently) will be considered subject to Suzuki board approval. Under this policy, 

royalty will be applicable only on vehicles launched post Ignis. This would definitely reduce the 

royalty outgo and assist margin growth. Higher tax rate outlook at 29% may somewhat tarnish 

the bottomline.  

Stock Data 

Current Market Price (₹) 9,277 

Target Price (₹) 10,217 

Potential upside (%) 10 

FV (₹) 5 

Reuters MRTI.BO 

Bloomberg MSIL IN  

Market Cap (₹ bn) 2,838 

52-Week Range (₹) 10,000 / 5,719 

 

What’s Changed 

12 month Price Target (₹)   From 9,395 to 10,217 
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Fiscal YE 

YE Mar FY 17 FY 18E FY 19E FY 20E 

Total sales (₹ bn)  680.3   783.2   1,027.6   1,171.9  

EBITDA margins(%) 15.5 15.9 16.8 17.6 

PAT margins(%)  11.0   11.1   11.1   11.6  

EPS 243.0 282.8 371.4 444.2 

P/E 38.2 32.8 25.0 20.9 

P/BV 7.7  7.1  5.7  4.6  

EV/EBITDA 27.1  23.0  16.5  13.8  

ROE% 20.3  21.6  22.8  22.0  

Dividend yield % 0.4  0.4  0.4  0.4  
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Financial Highlights 

All fig in ₹ mn   Q3 FY18   Q2 FY18   % qoq   Q3FY17   % yoy  

 Total income   192,832   217,682   (11.4)  168,648   14.3  

 Raw material costs   133,323   149,780   (11.0)  116,738   14.2  

 Employee costs   6,869   6,666   3.0   6,169   11.3  

 Other expenses   22,262   24,461   (9.0)  20,851   6.8  

 EBITDA   30,378   36,775   (17.4)  24,890   22.0  

 EBITDA margins %  15.8% 16.9%  (90 bps)  14.8%  100 bps  

 Depreciation & Amortization   6,890   6,825   1.0   6,349   8.5  

 Interest expenses   263   150   75.3   290   (9.3) 

 Other income   5,579   5,229   6.7   5,919   (5.7) 

 PBT   28,804   35,029   (17.8)  24,170   19.2  

 Tax   7,684   10,186   (24.6)  6,725   14.3  

 Adjusted PAT   21,120   24,843   (15.0)  17,445   21.1  

 Exceptional items   3,130   -    NA  -    NA 

 Reported PAT (₹)   17,990   24,843   (27.6)  17,445   3.1  

Outlook and valuation 

MSIL posted a robust show in Q3FY18 on strong volumes and healthy margins. With 

expectations of economic revival continuing in the ensuing years along with recent and 

upcoming launches from the company, we believe the strength in volumes which has come 

back well post DeMon and GST will continue to remain so. Implementation of 7
th

 Pay 

Commission will continue over next 1-2 years thus keeping the demand for passenger vehicles 

from that pocket buoyant. With all of its plants running at ~100% capacity utilization rates, 

Gujarat plant ramp up of Phase I by FY18E and FY 19E may pour volumes thus eliminating the 

current capacity constraints. Furthermore, flexibility of production plants to accommodate high 

demand products will also aid to resolve capacity issues.  Margins may face a bit of pressure in 

the remainder of FY18E and FY19E on the back of increasing metal prices, Gujarat plant ramp 

up and higher launch costs. However, gradual operating leverage, favorable product mix, 

higher localization, price and reduction in discounts will almost take care of the 

aforementioned concerns. We have slightly reduced our FY18E/19E estimates to accommodate 

hike in RM costs, while we have introduced FY20E estimates, thus maintaining BUY with a 

target price of ₹10,217.  

 

All figs in ₹  Q4 FY16   Q1 FY17   Q2 FY17   Q3 FY17   Q4 FY17   Q1 FY18   Q2 FY18   Q3 FY18  

 Net Realisation/unit   414,246   420,571   420,451   429,272   434,448   434,203   435,629   442,576  

 Material Cost/unit   280,104   290,590   288,530   301,453   308,053   311,437   304,358   311,539  

 Employee cost per unit   16,731   16,617   12,405   15,930   14,863   16,527   13,546   16,051  

 EBITDA/unit   65,205   63,589   72,583   64,274   61,787   59,082   74,728   70,985  

 PAT/unit  31,454   42,653   50,135   45,048   41,236   39,445   50,482   49,352  
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Financials  

Income statement 

YE Mar (₹.mn) FY17 FY18E FY19E FY20E 

Total Revenues  680,348   783,178   1,027,608   1,171,869  

Raw Material Cost  467,316   520,440   660,654   747,009  

Employee Cost  23,310   26,238   34,511   44,270  

Other Exp  87,228   115,485   163,358   178,090  

EBITDA  103,530   121,615   169,685   203,100  

EBITDA Margin(%) 15.5 15.9 16.8 17.6 

Other Income  22,798   18,000   15,000   15,000  

Depreciation  26,021   18,332   23,460   25,254  

EBIT  100,307   121,283   161,225   192,846  

EBIT Margin(%) 15.0 15.8 16.0 16.7 

Interest 894 1000 1000 1200 

PBT  99,413   120,283   160,225   191,646  

PBT Margin(%) 14.9 15.7 15.9 16.6 

Tax  26,036   34,882   48,068   57,494  

PAT  73,377   85,401   112,158   134,152  

PAT Margins (%) 11.0 11.1 11.1 11.6 

Minority interest 0 0 0 0 

Exceptional items 0 0 0 0 

Adj PAT  73,377   85,401   112,158   134,152  

Adj PAT Margins (%) 11.0 11.1 11.1 11.6 

 

Key Ratios 

YE Mar FY17 FY18E FY19E FY20E 

Per Share Data (₹)     

Adj. EPS  243.0 282.8 371.4 444.2 

CEPS 329.1 343.5 449.1 527.8 

BVPS 1197.7 1310.1 1626.5 2015.8 

DPS 40.1 40.1 40.1 40.1 

Growth Ratios (%)     

Total revenues 18.5 14.7 31.6 14.1 

EBITDA 16.5 17.5 39.5 19.7 

PAT 36.8 16.4 31.3 19.6 

EPS Growth 36.8 16.4 31.3 19.6 

Valuation Ratios (X)     

PE 38.2 32.8 25.0 20.9 

P/CEPS 28.2  27.0  20.7  17.6  

P/BV 7.7  7.1  5.7  4.6  

EV/Sales 4.1  3.6  2.7  2.4  

EV/EBITDA  27.1  23.0  16.5  13.8  

Operating Ratios (Days)     

Inventory days 25.5  27.0  28.5  32.0  

Recievable Days 8.6  8.0  9.5  12.0  

Payables day 2.6  2.5  2.0  1.9  

Net Debt/Equity (x) 0.01  0.01  0.01  0.01  

Profitability Ratios (%)     

ROCE 14.5  20.7  25.7  25.9  

ROE 20.3  21.6  22.8  22.0  

Dividend payout 16.5  14.2  10.8  9.0  

Dividend yield 0.4  0.4  0.4  0.4  

Source: Company, LKP Research  

 

 

 

 

 

 
Balance sheet 

YE Mar (₹. mn) FY17 FY18E FY19E FY20E 

Equity and Liabilities     

Equity Share Capital 1,510 1,510 1,510 1,510 

Reserves & Surplus 360,201 394,139 489,697 607,249 

Total Networth 361,711 395,649 491,207 608,759 

Total  debt 0 0 0 0 

Net Deferred Tax 4,640 4,640 4,640 4,640 

Other long term liabilities 11,050 10,950 12,950 14,450 

Long term provisions 219 719 1,219 1,719 

Current Liab & Prov     

Short term borrowings 4,836 5,236 5,636 6,036 

Other current liabilities 39,314 44,814 49,814 54,814 

Trade payables 83,673 94,584 113,408 126,232 

Total provisions 4,490 6,490 8,490 9,990 

Total Equity & Liabilities 509,933 563,082 687,364 826,640 

Assets     

Net block 129,162 145,830 167,370 197,116 

Capital WIP 12,523 14,523 22,523 28,523 

Intangible Assets 3,730 3,730 3,730 3,730 

Non current Investments 262,147 285,147 353,147 421,147 

Other non current assets 241 500 500 500 

Total fixed assets     

Current investments 20,137 18,137 16,137 16,137 

Cash and Bank 131 321 765 1,628 

Inventories 32,622 38,498 51,585 65,491 

Trade receivables 11,992 16,815 26,277 37,870 

Loan, Advances & others 25 767 1,010 1,152 

Other current assets 21,192 23,783 30,288 40,315 

Total current Assets 86,099 98,320 126,063 162,593 

Total Assets 509,933 563,082 687,364 826,640 

 

Cash Flow 

YE Mar (₹ mn) FY17 FY18E FY19E FY20E 

PBT 99,413  120,283  160,225  191,646  

Depreciation 26,021  18,332  23,460  25,254  

Interest  522  1,000  1,000  1,200  

Chng in working capital 21,940  4,379  (3,473) (16,343) 

Tax paid (23,173) (34,882) (48,068) (57,494) 

Other operating activities (21,876) (37,472) (2,617) (2,617) 

Cash flow from operations (a) 102,847  71,640  130,528  141,645  

Capital expenditure (32,498) (37,000) (53,000) (61,000) 

Chng in investments (58,796) (21,000) (66,000) (68,000) 

Other investing activities (521) 1,509  1,768  1,768  

(Inc)/dec inIntangible assets (1,388) 0  0  0  

(Inc)/dec in Other non current 
assets 

382  741  1,000  1,000  

Cash flow from investing (b) (91,815) (56,491) (117,232) (127,232) 

Free cash flow (a+b) 11,032  15,149  13,296  14,413  

Equity raised/(repaid) 0  0  0  0  

Inc/dec in borrowings 4,836  800  2,900  2,400  

Dividend paid (incl. tax) (12,725) (11,600) (11,600) (11,600) 

Other financing activities (3,404) (4,127) (4,127) (4,327) 

Cash flow from financing (c) (11,293) (14,927) (12,827) (13,527) 

Net chng in cash (a+b+c) (261) 222  469  886  

Closing cash & cash equivalents 123  321  765  1,628  
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