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BUY MLL Q2FY20 Result was slightly below our estimates.
RN Q2FY20Update: Revenue down by 8% YOY at Rs.8,524.2mn mainly on account of auto slowdown.
Current Price 395  Freight cost stood at 84.5% v/s 87.9% Y-O-Y.
52 Week Range 575/325 EBITDA & EBITDA Margins: up by 11% at Rs. 377.8mn & Margins at 4.43% v/s 3.66% y-0-y. (a
. charge of Rs 30mn was on account of ESOP in Q2FY20)
Target Price 507  Excluding IND AS-116, EBIDTA margins were down by 80bps.
Upside 28y,  PAT (excl MI): down by 41% Y-O-Y to Rs. 112mn (as per IND AS 116) (pre Ind AS 116 company

registered ~35% decline in PAT to Rs. 125 Mn)

Key Share Data

Market Cap (Rs.bn) 2801 SEGMENTS:
P IRs.bn : SCM business (*89% of Revenue): Overall SCM Revenues down by 9% YoY to Rs 7,552.8mn/
Market Cap (US$ mn) 393.75  Gross Margins 10.35% v/s 7.81% YoY / PBIT Margins 8.33% v/s 7.31% YoY.
No of o/s shares (mn) 71.49  Ware housing business grew by 25% YoY.
Face Value 10 Non-Auto SCM business was up by 17%
Monthl A | 57504 a) Mahindra SCM (~49% of Revenues) down by 19% YoY to Rs 4,185mn
onthly ~ Avg. Vo ’ b) b) Non-Mahindra SCM (~40% of Revenue) up by 9% YoY to Rs 3,368mn. Within which
(BSE+NSE) Nos high margins Warehouse and value-added business grew by 25% YoY
BSE Code 540768 PTS business (~10% of Revenues): down by 1% YoY to Rs 971mn / Gross margins 8.75% v/s
NSE Code MAHLOG 10.98% YOY/ PBIT margins 8.8% V/S 10.8% YoY
BIoomberg MAHLOG:IN MLL Concall KTA’s:
-Auto witnessing worst decline in past 2 decades. This would continue in coming quarter. 30%
o B decline in volume was seen in some segment.
——VAHLOG ——mSensex -SCM Revenue growth led by top 20 clients (62% revenue contribution v/s 64% in Q1FY20)
110 -New customer addition: A) Asian Paints (East India Warehousing and distribution logistics), B)

Expanded business with VW India distribution business in this quarter for Gurgaon and Bangalore
areas. MLL will handle more then 2lac sqft of warehousing space and PDC (part distribution
% center) operations.

-Mahindra: Non-Mahindra Q2FY20 55%:45%

-Non-Mahindra auto (i.e. 25% in non-MnM) saw 9% growth during the quarter,
70 (Consumer+Pharma+Ecommerce business +35% growth in Q2FY20). Ecom+FMCG contributes
~50%-55% of Non-Auto Non-M&M SCM business

-Warehousing and value-added services contribution to Non MNM SCM has reached 34% v/s 27%
YoY. Warehousing revenues registered growth of 25%, while transportation Revenue declined by
15% in Q2FY20.

-Added 0.7 Mn sqgft in Q2FY20 and 1.1mn in H1FY20 total now 16.4mn YTD. Company plans to add
+1.4mn sq.ft. for FY20

-Marginal decrease in PTS business was mainly due to i) challenges in stabilization for some of the
% Shareholding LT CRRN TS R new business and ii) slower deployment in new accounts.

100

80

Promoters 58.52 58.52 -Gross margin improvement due to i) business mix (increase in warehouse business) ii)
Operational efficiency.

Others 41.48 41.48 -Focus: A) Strengthening M&M business along with focus on expanding non-MNM with addition

Total 100 100 of clients in auto, pharma, FMCG and e-commerce. B) Growing warehousing and value-added

services as it give higher margins and is considered to have sticky clients for longer term. C)
Technology upgradation to bring operational efficiency.

-Incurred Rs. 300mn CAPEX in H1FY20, plans to do Rs. 350-400 mn in H2FY20 mainly for
automation, digitization and technology to get operational efficiency.

-Tax rate for full year will be at ~26%.

Outlook and Valuations: MLL growth is expected to remain muted in the coming quarters as
more than 50% dependence is on Mahindra Auto business. MNM (auto) has guided of a flat
volume growth for tractors and a cautious outlook on Other auto business including CV and
passenger cars. We have re-worked our numbers as per IND-AS116 and MLL is trading at 41x
FY20e EPS of Rs 9.7 and 30x FY21e EPS of Rs 13.2. Our DCF-based Target price is Rs 507. Our DCF
methodology is based on WACC of 12.1% and terminal growth of 5%. We recommend BUY for
long term investor.

FINANCIALS

Year Net Sales %growth EBIDTA OPM% PAT %growth EPS PE(x) RoOE% RoOCE%
FY17 26,665.9 29.2 968.2 3.6 600.4 50.4 8.8 44.7 17 22
FY18 34,161.2 28.1 1,197.3 3.5% 705.0 17.4 9.9 39.9 17 22
FY19 38,513.7 12.7 1,512.7 3.9 859.2 21.9 12.0 32.8 17 25
FY20E 37,389.7 (2.9) 1,653.4 4.4 692.1 (19.4) 9.7 40.8 12 14
FY21E 42,946.4 14.9 2,054.5 4.8 943.8 36.4 13.2 29.9 15 17
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P&L (Rs mn) Q2FY19 Q2FY20 H1FY19 HI1FY20

Operating Income 9273.5 8524.20 18555.40 17514.50

Growth -8% -6%
Operating expenses 8151.3" 7200.20 16247.20"14872.30

Growth -12% -8%
% OP Income 87.9% 84.5% 87.6% 84.9%
Employee Cost 631 764.30 1238.00 1509.60

Growth 21% 22%
% OP Income 6.8% 9.0% 6.7% 8.6%
Other Expenses 151.6 181.90 325.50 354.20

Growth 20% 9%
EBIDTA 339.60"7 377.80 744707 778.40

Growth 11% 5%
EBIDTA Margins 3.66% 4.43% 4.01% 4.44%
Depreciation 51.3 177.10 101.90 325.80
PBIT 288.30 200.70 642.80 452.60
Other income 12.90 18.50 41.70 88.60

Growth 43% 112%
Interest 81" 4150 15.80"  77.00

Growth 412% 387%
PBT Before Exeptional 293.10" 177.70 668.70" 464.20

Growth -39% -31%
Provision for tax 102.2 64.70 234.70 164.40
Tax Rate 35% 36% 35% 35%
PAT 190.90 113.00 434.00 299.80
Mionority Interest &

Share of loss from JV -1.5 -1.00 4.50 -1.40
Net Profit Reported 189.40 112.00 438.50 298.40
Adjusted Net Profit 189.40 112.00 438.50 298.40

Growth -41% -32%
NPM 2.0% 1.3% 2.4% 1.7%
Equity 714.5 714.5 7145 714.5
EPS on Adjusted PAT 2.65 1.57 6.14 4.18
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P&L (Rs mn) FY17 FY18 FY19 FY20E FY21E Cash How St. (Rs. mn) FY17 FY18 FY19 FY20E FY21E
Net Sales 26,6659 34,1612 38,5137 37,389.7 42946.4 Net Profit 600.4 705.0 859.2 692.1 9438
Freight Expenses (20,939.6) (30,009.7) (33,724.0) (31,864.7) (36,4715)  Add: Dep. & Amort. 146.0 1973 2195 680.0 7445
Employee Cost (1,883.0) (2,291.2) (2,637.7) (3,033.4) (3,488.4)  Cash profits 746.4 902.3 1,078.7 1372.1 1,688.3
Other Expenses (2,875.1) (663.0) (639.3) (838.2) (932.1)  (Inc)/Decin
Operating Profit 968.2 1,197.3 1512.7 16534  2,0545 -Sundry debtors (1,668.5)  (1,079.6) (1,185.0) 239.2 (325.1)
Depreciation (146.0) (197.3) (219.5) (680.0) (744.5) -Inventories - - - - -
PBIT 822.2 1,000.0 1,293.2 9734 1,309.9 -Loans/advances 20.0 250.0 (150.0) - (15.0)
Other income 965 58.8 763 119.7 1238 -Other Current Assets (629.0) (409.2) (478.3) (279.6) (400.7)
-Current Liab and
Interest (35.0) (37.7) (348)  (160.0)  (161.3) Provisions (32.4) 99.0 2565 326.9 1245
PBT 883.7 1,021.1 1,334.7 933.1 1,272.4 Sundry Creditors 1,764.3 870.2 1,1375 (326.1) 2209
Extraodinary Fixed term Change in working
consultant fees 205.7 100.0 - - - capital (545.6) (269.6) (419.3) (39.6) (395.5)
Profit before tax (post CFfrom Oper.
exceptional) 678.0 921.1 1,334.7 933.1 1,272.4 activities 200.8 632.7 659.4 1,3325 1,292.9
Provision for tax (217.5) (368.4) (467.9) (234.9) (320.3)
Reported PAT 4605 552.7 866.8 698.2 952.2 CFfrom Inv. activities (143.9) (159.6) (606.3)  (2,511.0) (401.5)
M @8)" @e" @8 617 (83
Net Profit 4557 540.1 859.2 692.1 9438  CFfrom Fin. activities (391.2) (314.7) (139) 11685 (15.4)
Adjusted Profit ( excl
Exceptionals) 600.4 705.0 859.2 692.1 943.8
Cash
generated/(utilised) (334.3) 158.4 39.2 (10.0) 876.0
Cash atstart of the
year 836.3 502.0 660.3 699.5 689.6
Cash atend of the year 502.0 660.3 699.5 689.6 1,565.6
- 0.0 (0.0)
Balance Sheet FY17 FY18 FY19 FY20E FY21E Ratios FY17 FY18 FY19 FY20E FY21E
Equity capital 680.0 7114 7145 7145 7145 OPM 36 35 39 44 48
CCPS - - - - - NPM 224 2.06 223 185 2.19
Reserves 2,796.6 34846 42677 48359 56240 Taxrate (32.1) (40.0) (35.1) (25.2) (25.2)
Net worth 3,476.6 4,196.0 4,982.2 5,550.4 6,338.5
M 479 69.5 57.1 63.2 716 Growth Ratios (%)
Non Current Liabilites 328.6 3284 2525 1,312.2 1,335.4 Net Sales 29.2 28.1 12.7 (2.9) 149
Current Liabilites 4,314.9 5,266.1 6,759.3 6,805.5 7,139.3 Operating Profit 65.5 23.7 26.3 9.3 243
PBIT 63.8 21.6 29.3 (24.7) 34.6
TOTAL LIABILITIES 8,167.9  9,860.0 120511 137314 14,8848  PAT 50.4 1747 219" (19.47 36.4"
Non Current Assets 1,469.0 2,018.5 2,1454 43455 3,928.3 Per Share (Rs.)
Net Earnings (EPS) 8.83 991 12.03 9.69 1321
Fixed Assets 578.7 621.1 695.7 2,993.6 2,650.6 Cash Earnings (CPS) 11.0 127 15.1 19.2 236
Gooduwill 433 433 433 433 433 Dividend - 15 2.0 16 2.0
Non Current Investments 0.2 - 375 348 348 Book Value 51.1 59.0 69.7 77 88.7
Deferred Tax Asset 131.9 141.1 187.3 135.7 144.0 Free Cash Flow 0.6 5.2 6.2 (20.8) 13.7
Long Term Loans and
Advances - - - - -
Other Non Current Assets 714.9 1,213.0 1,181.6 1,138.1 1,055.6 Valuation Ratios
Current Assets 6,699.0 78415 9,905.7 9,3859 10,956.5 P/E(x) 447 39.9 328 40.8 29.9
Currentinvestments 580.4 500.5 775.2 330.1 330.1 P/B(x) 1.7 6.7 5.7 51 45
Inventories - - - - - EVIEBIDTA(X) 26.9 22.7 17.8 173 135
Trade Receivables 4,120.8 5,200.4 6,385.4 6,146.2 6,471.4 Div. Yield(%) - 0.4 05 04 05
Cash and Bank Balances 502.0 660.3 699.5 689.6 1,565.6 FCF Yield(%) 0.1 13 1.6 (5.3) 35
Short Term Loans and
Advances 250.0 - 150.0 150.0 165.0
Other Current Assets 12458  1,480.3 18956  2,070.0 24244 Return Ratios (%)
ROE 17% 17% 17% 12% 15%
TOTAL ASSETS 8,167.9 9,860.0 12,0511 13,7314 14,8848 ROCE 22% 22% 25% 14% 17%
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CIN_U67120MH1997PTC111186) was established in 1997 and is an integrated financial
services player offering an extensive range of financial solutions and services to a wide spectrum of customers with varied needs ranging from equities to
mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE). D&B along with its affiliates offers
the most comprehensive avenues for investments and is engaged in the securities businesses including stock broking (Institutional and retail), depository
participant, portfolio management and services rendered in connection with distribution of primary market issues and financial products like mutual funds,
fixed deposits. Details of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered in
any time in the past. It has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration

been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor penalty on D&B for
certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately reflect
his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly
or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject
company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding
the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the | No
subject company at the end of the month immediately preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past twelve months No

Whether the Research Analyst has managed or co-managed public offering of securities for the subject company in | No
the past twelve months

Whether the Research Analyst has received any compensation for investment banking or merchant banking or | No
brokerage services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation for products or services other than investment | No
banking or merchant banking or brokerage services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from the subject company or third | No
party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our salespeople,
traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with the
recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest
including but not limited to those stated herein. Additionally, other important information regarding our relationships with the company or companies that are
the subject of this material is provided herein. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation or which would subject D&B or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document
does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any
transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this
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document may be distributed in Canada or used by private customers in United Kingdom. All material presented in this report, unless specifically indicated
otherwise, is under copyright to D&B. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed
to any other party, without the prior express written permission of D&B . All trademarks, service marks and logos used in this report are trademarks or
registered trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or distribution or circulation in any
manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly
authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and
Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable,
although its accuracy and completeness cannot be guaranteed.

Contact Email ID Contact No. Sector

Mr. Kunal Bhatia kunal.bhatia@dalal-broacha.com 022 67141442 Auto, Auto Ancillary, FMCG
Ms. CharulataGaidhani charulata.gaidhani@dalal-broacha.com 022 67141446 Pharma /Healthcare

Ms. AbhilashaSatale abhilasha.satale@dalal-broacha.com 022 67141135 Mid cap

Mr. Mayank Babla mayank.babla@dalal-broacha.com 022 67141412 |.T/Telecom/Media

Mr. Avinash Tanawde avinash.tanawde@dalal-broacha.com 022 67141149 BFSI

Ms. Nidhi Babaria nidhi.babaria@dalal-broacha.com 022 67141450 Associate

Mr. Suraj Nandu suraj.nandu@dalal-broacha.com 022 67141438 Associate

Mr. Tanush Mehta tanush.mehta@dalal-broacha.com 022 67141441 Associate

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021. Tel: 91-22- 2282 2992, 2287 6173, Fax: 91-22-2287 0092
E-mail: research@dalalbroachaindia.com, equity.research@dalal-broacha.com
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