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MAHINDRA CIE AUTOMOTIVE CMP:RS 250 TRGT:RS 325 TIME HORIZON: 1 YEAR

Mahindra CIE Automotive, is looking a good buy, with robust Q1CY18 earnings seen, with attractive
valuations. Company follows December year ending and for Q1CY18, earned consolidated EBITDA of Rs. 264
cr against Rs. 232 cr QoQ and Rs. 195 cr YoY, up by over 13% QoQ and 35% YoY, with hefty EBITDA margin
of 13.8%. India business reported 50%YoY EBITDA growth, while Europe Business achieved an EBITDA
growth of 27% YoY, indicating all around performance across both the markets. Consolidated PBT has come
in at Rs. 193 cr against Rs. 154 cr QoQ and Rs. 129 cr YoY, with M Cap of Rs. 9,450 cr and EV of Rs. 10,350
cr. On an estimated EBITDA of Rs. 1,150 cr for CY18, share is trading at an EV/EBITDA of 9x only, which Is at
discount to peers like Bharat Forge (EV/EBITDA 18x) and to very small players like Ramkrishna Forgings at
12x or MM Forgings at 11x. Further, if we annualize Q1CY18 consolidated PBT of Rs. 193 cr, we get CY18
PBT of Rs. 772 cr, and with tax rate of —29%, we get Consolidated PAT of Rs. 548 cr and an EPS of Rs.
14.47, which gives PE of near 17x, which is seen quite low, as Q4CY18 will be the best quarter. We are
tracking more than 55 auto ancillary companies, and this is the most attractive valuations, given the kind of
growth company is delivering quarter after quarter and giant global presence of Mahindra CIE Automtoive.
Technically as well, stock is showing signs of breakout after consolidating in last 1 month, with accumulation
seen having completed by the strong hands. Mahindra CIE Automotive is one of the largest auto component
suppliers In India with presence across 6 technologies i.e. Forgings, Castings, Stampings, Composite, Gears
and Magnetic Products, through 19 manufacturing facilities (11 in India and 8 overseas -Germany, Spain, Italy,
UK). The performance is set to improve, led by India business with CV cycles seen strongest in years, scope to
add customers in Metalcastello, focus on value add at MFE and management looking for new acquisitions.
Also recall that company had acquired Bill Forge in Sept 2016 and offers strong growth potential, given its
association with the strongest players in PVs. Outlook for the coming quarters is robust, given new projects
from caterpillar worth Rs. 123 a and new crankshaft line in Lithuania for supply to VW with peak revenue
potential of Rs. 70 cr annually. Also, with expected cash profits of Rs. 600 cr annually, company is likely to
generate healthy free cash flows in the near to medium term despite capex of Rs. 350-375 cr on an annual
basis. Promoters are holding —70% stake, while —13.4% is held by the Institutional houses. Company's key
clients include M&M, Maruti, Tata Motors, Daimler, Renault, VW Group, DAF, MAN, Caterpillar, Volvo,
Kolbenschmidt, GKN, JLR, ZF Steering, Ford etc. Share ruling at Rs. 250 can move to Rs. 325 in 1 year
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