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ABOUT THE COMPANY

Samvardhana Motherson International Ltd (SAMIL), formerly known as Motherson Sumi Systems Ltd, is a
prominent Indian multinational company headquartered in Noida, India. It's a major player in the

automotive component manufacturing industry, supplying critical parts to car manufacturers worldwide.

It makes wiring harness plastic components and review mirrors for passenger cars. The
company was established in 1986 as a joint venture with the Sumitona group of Japan
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The products manufactured by Samvardhana Motherson Group comprises wiring harnesses
(electrical distribution systems), rearview mirrors, moulded plastic parts including car
interior and exterior parts, bumpers, dashboards and door trims, complete polymer
modules, rubber components for automotive and industrial applications, high precision
machined metal parts and injection moulding tool




INUSTRY OVERVIEW:

The automobile industry is a massive global enterprise encompassing a vast network of
companies involved in everything from designing and manufacturing motor vehicles to
selling, repairing, and even modifying them. It's one of the world's largest industries by
revenue, playing a significant role in many countries' economies.

Number of Automobiles Produced in India (in million)
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The Indian automobile industry has historically been a good indicator of how well the economy
is doing, as the automobile sector plays a key role in both macroeconomic expansion and
technological advancement. The two-wheelers segment dominates the market in terms of
volume, owing to a growing middle class and a huge percentage of India’s population being
young. Moreover, the growing interest of companies in exploring the rural markets further
aided the growth of the sector. The rising logistics and passenger transportation industries are
driving up demand for commercial vehicles. Future market growth is anticipated to be fueled by
new trends including the electrification of vehicles, particularly three-wheelers and small
passenger automobiles.

India enjoys a strong position in the global heavy vehicles market as it is the largest tractor
producer, second-largest bus manufacturer, and third-largest heavy truck manufacturer in
the world. India’s annual production of automobiles in FY22 was 22.93 million vehicles. India
has a strong market in terms of domestic demand and exports. In November 2023, total
passenger vehicle sales reached 3,34,130*. Sales of Passenger Vehicles in November 2023
have been the highest, with a marginal growth of 3.7%, compared to November 2022. In
FY23, total automobile exports from India stood at 47,61,487.




INDIAN ECONOMY OVERVIEW:

India’s nominal gross domestic product (GDP) at current prices is estimated to be at Rs.
296.58 trillion (USS 3.56 trillion) in 2023-24. Additionally, the Nominal GDP at current prices
in Q2 of 2023-24 was Rs. 71.66 trillion (USS 861.2 billion), as against Rs. 65.67 trillion (USS
789.2 billion) in 2022-23, estimating a growth of 9.1%. As of 03rd October 2023, India is
home to 111 unicorns with a total valuation of USS 349.67 Billion. Out of the total number
of unicorns, 45 unicorns with a total valuation of USS 102.30 Billion were born in 2021 and
22 unicorns with a total valuation of S 29.20 Billion were born in 2022. India presently has
the third-largest unicorn base in the world. The government is also focusing on renewable
sources by achieving 40% of its energy from non-fossil sources by 2030. India is committed
to achieving the country's ambition of Net Zero Emissions by 2070 through a five-pronged
strategy, ‘Panchamrit’. Moreover, India ranked 3rd in the renewable energy country
attractive index.

India’s Gross Domestic Production
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Exports fared remarkably well during the pandemic and aided recovery when all other
growth engines were losing steam in terms of their contribution to GDP. Going forward, the
contribution of merchandise exports may waver as several of India’s trade partners witness
an economic slowdown. According to Minister of Commerce and Industry, Consumer
Affairs, Food and Public Distribution and Textiles Mr. Piyush Goyal, Indian exports are
expected to reach USS 1 trillion by 2030.




COMPANY BACKGROUND:

Samvardhana Motherson International Ltd (formerly Motherson Sumi Systems Ltd), often

referred to as Samvardhana Motherson, is a major Indian multinational company in the

automotive component sector.
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Origins: Founded in 1986 as a joint venture between Samvardhana Motherson Group (India)

and Sumitomo Wiring Systems (Japan) [India Infoline].

Initial Focus: Primarily manufactured wiring harnesses, a network of cables that connects

various electrical components in a vehicle [Wikipedial.

Early Growth: Expanded into plastic components and rearview mirrors for passenger cars,

establishing itself as a key supplier for major automakers [Wikipedial.

Key Milestones:

Listed on the Bombay Stock Exchange (BSE) and National Stock Exchange (NSE) in 1993

[India Infoline].

Became a major player through strategic acquisitions, increasing its product portfolio and
global footprint [Motherson Group].

Rebranded to Samvardhana Motherson International Ltd in 2021 [Motherson Group].

Current Status: A global leader

in automotive component manufacturing, with a presence in

over 41 countries [Motherson Group
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SAMIL GLOBAL FOOTPRINTS

SAMIL
global
footprint.

Argentina Jersey

Brazil ireland

Mexico United Kingdom

United States of America Luxembourg

North Macedonia Netherlands

Serbia Germany
Italy Czech Republic E: Slovakia Japan Singapore United Arab Emirates
Morocco Poland :5: Hungary South Korea Indonesia Cyprus

Spain Estonia Croatia China Australia Turkey

Portugal Finland india Thailand SriLanka South Africa

France Lithuania Russia Philippines Mauritius

The Company continues to focus on financial discipline, Net debt for the year ended 31st March 2023 was INR
91,005 Mn (including lease liabilities INR 16,266 Mn) with a Net Debt to EBITDA ratio of 1.4x in comparison to
31st March 2022 with Net Debt of INR 91,372 Mn (including lease liabilities of INR 13,688 Mn) with Net Debt
to EBITDA ratio of 1.9x. The Company has significantly deleveraged over the last six quarters, despite having a
challenging business environment, unfavorable foreign exchange movement and continued levels of higher
inventory on account of carrying safety stock for customers due to supply chain issues and volatility in
customer production schedules. The decline in net debt is partially offset by unfavorable foreign exchange

movement.
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PROFITABILITY

EBITDA MARGIN:

e Upward Trend: EBITDA margin has been on an upward trend recently.
o Q4 FY23:7.89% (Core EBITDA Margin)
o FY23:8.09% (This is the highest in the last 5 years)
o H1 FY24: 76.5% (There's a dip in H1 likely due to cost pressures)

Historical Performance:

e Mar 2020: 8.72% (Highest in last 5 years)
o Mar 2019: 8.42%

Analysis:

e The recent improvement in EBITDA margin is positive and indicates the
company's profitability is increasing.

o However, the dip in H1 FY24 suggests cost pressures from energy and materials
might be impacting margins.

e Analysts expect margin normalization to drive EPS growth going forward.

e The company is working on cost reduction measures to counter the headwinds.

NET PROFIT MARGIN:

e Improvement: Net Profit Margin has shown improvement in FY23 compared to
FY22.
o FY23:2.18%
o FY22:1.38%

Historical Performance (Past 5 Years):

e Mar 2019: 2.54% (Highest)
e Mar 2023: 2.18%
e Mar 2022: 1.38% (Lowest)




Analysis:

o While the Net Profit Margin has improved recently, it remains lower than the
historical highs of around 2.5%.

o This suggests the company might still be struggling to efficiently convert revenue
into profit.

Important Considerations:

e Net Profit Margin is influenced by various factors, including:
o Revenue Growth
o Operating Expenses
o Non-Operating Expenses (e.g., interest payments)

o Since FY23 Net Profit increased significantly (104.3%) despite a slight dip in
Operating Profit Margin (7.7% vs 7.3% in FY22), it suggests other factors like
lower non-operating expenses might have contributed to the improvement in
NPM.

ROE:

e Mixed Signal: ROE has shown some improvement but remains below historical
averages.
o FY23 (Estimated): 7.63%
o FY22:4.24% (Lowest in last 5 years)
o Mar 2019: 14.71% (Highest in last 5 years)

Analysis:

e The recent increase in ROE is positive but indicates a need for further
improvement.

e Alow ROE suggests the company isn't generating enough profit from its
shareholder equity.

Possible Reasons for Low ROE:

o Lower Profitability: As discussed earlier, Net Profit Margin remains lower than
historical highs.

o High Debt Levels: High debt can increase liabilities and decrease shareholder
equity, impacting ROE.

Positive Signs:




e The upward trend in ROE suggests the company might be on the right track.
e Analysts expect margin normalization to drive ROE growth in the future.

Further Considerations:

o It'simportant to compare Samvardhana Motherson's ROE with its industry
average to get a better perspective.
e A DuPont ROE analysis can help break down the factors affecting ROE:
o Profit Margin
o Asset Turnover
o Equity Multiplier (Financial Leverage)

LIQUIDITY

CURRENT RATIO

e Samvardhana Motherson's current ratio has been below 1 recently, raising some
concerns.
o FY23:0.973
o Sep-23 (Latest Quarter): 0.951

Interpretation:

e A current ratio below 1 indicates the company's current assets are not enough to
cover its current liabilities.

o This could raise concerns about the company's ability to meet its short-term
obligations.

Possible Reasons for Low Current Ratio:

o High Inventory Levels: High inventory levels can tie up cash, reducing current
assets.

o Large Short-Term Debt: High short-term debt obligations can increase current
liabilities.

SOLVENCY

NET DEBT TO EBITDA:




e Net Debt to EBITDA ratio has shown significant improvement recently.
o FY23:1.4x (This is the lowest in the last 5 years)
o Sep-23 (Latest Quarter): 0.88x (Even lower than FY23)

Interpretation:

o A lower Net Debt to EBITDA ratio indicates less leverage and a stronger ability to
repay debt.

e Samvardhana Motherson's recent improvement suggests a healthier financial
position.

FINANCIAL OVERVIEW :

SAMIL (formerly MSSL) numbers.
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FINANCIALS

Figuras in INR Millian

Flnamncial Position 31-Mar 22 | 3-Mar-23 % change
Property, plant, and equiprment 145352 156,445 Fa
Right-to-use assets 16,031 19,181 19.7%
Cepital work-in-progress 12 4BE 14,22% 13.9%
Inwasiment properties 5241 4,993 -4,
ool 330435 37726 -
Ortivver imtanglble azsats (incleding intangiols sssats under 14,454 13,681 -5.4%
devaloprnent}

Oiher assels

- Inwaniories 64,417 a2 2.4%
- Trade recesvables S 88,3/9 2rE%
- Gl & bank balances 45, Bl 46,987 -0.0%
- Cinear assets 140,634 14B8.676 5.6%
Total asseis 562,701 18,517 85.9%
Liabilities of continuing cperations (othar than borrowings and 1977156 236,65 19.8%
leage liskalitias)

MNeat sssats 364,843 381,692 4.6%
Source of funding:

Met worth 204330 232 BLE 9.1%
Resenve on amalgamation 1,663 1,663 -
Mon-cantroling interasts 15,763 18254 d.4%
Loans outstanding:

- Lomg-termn loans payabke within one year 10,551 33345 HE.0%
- Short-tesm loans (other than payable within che year) 32,051 22130 -31.0%
- Long-terrn loans dn,00/7 66,183 -2 TE
- Leasa habilities 13586 16,266 18.8%
Total leans including lease lkabilithes 141,297 137,924 -2.4%
Cesh & bank balance {excluding woaid dividend) 48,925 46,819 -B.0%
Loans (net of cash and bank balances) 1,372 1,005 -0.4%
Met Debt (excluding lease liabilithes) Tr.664 74,739 -3.8%




CASH FLOW

Consolidated Cash Flow (Including discontinuing operations tll effective

date of composite schame of arrangement)

Figures in IME BAilkomn

Cash flow from operations 32,851 54,965
laxes paid (B.324) (£.335)
Cash flow from eperating activities 24,627 46,430
Capital Expenditure (ret of disposals) (24,363 [1,828)
Froceeds from sale [ (payment for purchess) of investrments {net) 135 279y
Consideration paid cn acquisition of subsidiaries met of cash balance acquirad {1.081) (wite o
Dividend recaived 143 1.982
Intarast recaived 1.1=4 &80
Cash flow from other ivvesting activities 240 [4E2)
Cash fMlow from lnvesting activities (23.118) (22, 448)
Froceeds & {repaymernts) of borrowings 2456 (12562
Dividend paid 16,457 [3,308)
nterast paid 15,50 (8,0493)
Cash flow from other financing activities [ 645) {5,368)
Cash flow fram Financing activities (12, 174) (27.343)
Maf Incressa/{Decrease} in Cash & Cash Equivalents 110, 66 {3,358)
Mat Cash and Cash equivalenits at the beginning of the pear 58,356 48,775
Cash and cash equivalents as at current year closing® 48, To0 45,416
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