Friday, October 19, 2018
MUNJAL SHOWA CMP:RS 188 TRGT:RS 215 TIME HORIZON: 1 YEAR

Munjal Showa, established by the erstwhile Hero group in 1985 in technical and financial
collaboration with Showa Corporation, Japan, is looking a good buy with single digit PE, debt free
balance-sheet with consistently rising huge cash pile on balance-sheet, strong parent pedigree (Hero
Group and MNC Showa Corporation of Japan) and positive outlook for 2W sector for the coming
months. In past 1 year, company has seen big rise in cash pile on its balance-sheet, which has risen
from Rs 160 cr in Q4FY17 to Rs 207 cr in Q2FY18 to Rs 265 cr in Q4FY18, while current M Cap of
Rs 750 cr. Company had ended FY18 with an income of Rs 1,636 cr (EV/Sales 0.3x), EBITDA of Rs
112 cr (EV/IEBITDA 4.4x) and EPS of Rs 19.38 (PE 9.4x, without deducting cash). Promoters are
holding 65.02% stake, of which, 26% is held by Showa Corp (Japan), while balance is held by Munjal
family. Company generates 85% revenue from 2W and recall that Hero Moto had sold 3 lakht 2Ws on
the day of Dhanteras itself last year. Hero Moto, post Q2FY19 earnings, has maintained its capex
plans and growth guidance of over 7%. For the period April-September 2018, Hero Moto Corp
reported its highest-ever half-yearly sales of 42,40,680 units and with the peak festive season
approaching, the Company is gearing up to set another global benchmark in retail sales during this
period, which augurs well for Munjal Showa, as Hero Moto (accounted for around 75% of revenues in
FY18) is one of the key customer. Company is manufacturing rear shock absorber and front shock
absorber for 2Ws (85% of revenue) and struts and gas springs for 4Ws (15% of revenue) in technical

and financial collaboration with Showa Corporation (Japan), which has presence in 29 locations in 11

countries. Share ruling at Rs 188 can move to Rs 215 in 1 year. Buy as an investor only.

DISCLAIMER: This is solely for information of clients of Farsight Securities Ltd. and does not construe to be an investment advice. It is also not intended as an offer or solicitation for the
purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone and Farsight Securities Ltd. its
subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have exercised due diligence in checking the
correctness and authenticity of the information contained in this recommendation, but Farsight Securities Ltd. or any of its subsidiaries or associates or employees shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this recommendation or any action taken on basis of this
information. Technical analysis studies market psychology, price patterns and volume levels is used to forecast future price and market movements. Technical analysis is complementary
to fundamental analysis and news sources. The recommendations issued herewith might be contrary to recommendations issued by Farsight Securities Ltd. in the company research
undertaken as the recommendations stated in this report is derived purely from technical analysis. Farsight Securities Ltd. has based this document on information obtained from sources
it believes to be reliable but which it has not independently verified; Farsight Securities Ltd. makes no guarantee, representation or warranty and accepts no responsibility or liability as to
its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the time of publication and are subject to change without notice.
The information and any disclosures provided herein are in summary form and have been prepared for informational purposes. The recommendations and suggested price levels are
intended purely for trading purposes. The recommendations are valid for the day of the report however trading trends and volumes might vary substantially on an intraday basis and the
recommendations may be subject to change. The information and any disclosures provided herein may be considered confidential. Any use, distribution, modification, copying, forwarding
or disclosure by any person is strictly prohibited. The information and any disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other
financial product or instrument. The current performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will
achieve any targeted rates of return, and there is no guarantee against the loss of your entire investment.

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report)

Disclosure of interest statement — » Analyst interest of the stock /Instrument(s): - No. « Firm interest of the stock / Instrument (s): - No.




