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In driver’s seat: Beneficiary of PV upcycle
Rating UNLISTED
We met with MD Mr Unsoo Kim, CFO Mr Wangdo Hur and COO Mr
ISSUE SUMMARY Tarun Garg of Hyundai Motor India (HMI). Highlights: i) HMI is well-
Issue Opens Oct 15,2024 . . . o
lssue Closes Oct 17, 2024 placed to ride the domestic PV sales upcycle with 63% exposure to
Price band (INR per share) 1,865-1,960 high-growth UVs. ii) Capacity is being expanded from 0.82mn to
Bid Lot 7 shares 1.07mn units to support growth in domestic and overseas markets. iii)
Face Value (INR) 10.0 F . di del foli ith f EV | d
Pre Issue Shares ofs (mn) 812 5 ocusing on expanding model portfolio, with four EVs planned over
Offer for Sale (No of sh. mn) 142.2 next few years. Moreover, there is scope for introducing global models
Freshlssue (No of sh. mn) 0.0 in India. iv) Localisation efforts to improve profitability in areas of
PostIssue shares o/s (mn) 812.5 . . ADAS EV b .
Issue Size (INR bn) 265.5-278.6 powertrain parts, transmission, parts, atteries, etc.
Market cap (INR bn) 1,515-1,593 . .
HMI (not listed) clocked 9MFY24 PAT of INR44bn. On annualised FY24
PAT, the valuation is 27x P/E at top end of IPO valuation of INR1,593bn.
Second-largest player in domestic PVs
ISSUE BREAK-UP gest play
QB 50% HMI is the second-largest player in India’s domestic PV with a market share of ~15%
NIl 15% in FY24. Its volume share in high-growth UVs in domestic sales is 63% against 60%
Retail 35% for the PV industry and 36% for Maruti Suzuki. Furthermore, the sales network
stands at 1,350+ sales outlets compared with 3,250+ for Maruti Suzuki, indicating
PROMOTER HOLDING room for expansion. Meanwhile, the company has been actively launching
Preissue 100.00% innovative products and refreshes; its pipeline includes a Creta EV and three other
Postissue 82.50% EVs. Globally, Hyundai has a wide portfolio of EVs and hybrids, and there is scope for
FINANCIALS (INR mn) launching these models in India in the future. Currently, HMI offers 13 models in
YeartoMarch  FY21A FY22A FY23A  9MFY24 India compared with 40-plus models globally.
Revenue 4,09,723 4,73,784 6,03,076 5,21,579 . .
EBITDA 42,457 54,861 75,488 66,108 Capacity addition to boost growth
Adjustedprofit 18,812 29,016 47,093 43,829 HMI had acquired General Motors’ Talegaon plant, which will increase its production
EPS (INR) 232 357 58 53.9 ) ) )
EPS growth (%) . san 623 917 capacity by 0.17mn in H2FY26E and 0.08mn by FY28E. The total capacity would
RoCE (%) 182 251 366 55.7 expand from 0.82mn currently to 1.07mn units once the Talegaon plant is fully
P/E(x) 84.7 54.9 33.8 27.3* operational, which would support growth aspirations in both domestic and exports.
EV/EBITDA (x) - 375 29 211 181 Export revenue accounts for 24% of the company's revenue, with major export
*based on annualized numbers
markets being Middle East/Europe (12%), Latin America (7%) and Africa/ROW (5%).
RolC higher than peers implies better asset turnover
HMI turned in an impressive 177% RolC in FY24 versus Maruti Suzuki's 71%. This high
RolC is primarily due to HMI’s manufacturing plants operating three shifts. This has
led to net asset turnover at 10x against 8x for Maruti Suzuki. Currently, imports
account for ~20% of the company’s COGS (cost of goods sold), but it plans to reduce
this through localisation efforts, in areas of powertrain parts, automatic
transmission, ADAS parts, EV batteries, etc.
IPO valuation at INR1,593bn
The parent is likely to offload a 17.5% stake. HMI’s 9MFY24 PAT was INR44bn. If we
annualise the earnings and assume a 5% PAT CAGR over FY24-27E, its PAT increases
to INR68bn. At the top end of IPO valuation of INR1,593bn, FY27E P/E works out to
24x. Earnings growth is assumed in single digits, to factor in increase in Royalty and
reduction in Other income due to a large dividend payout of INR108bn in Jan-24.
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Financial Statements

Income Statement (INR mn)

Balance Sheet (INR mn)

Year to March FY21A FY22A FY23A 9MFY24 Year to March FY21A FY22A FY23A 9MFY24
Total operating income 409,723 473,784 603,076 521,579 Share capital 8,125 8,125 8,125 8,125
Gross profit 96,425 115,533 152,777 132,018 Reserves 144,988 160,437 192,423 189,654
Employee costs 14,649 16,476 17,662 14,784 Shareholders funds 153,113 168,563 200,548 197,779
Other expenses 39,319 44,196 59,626 51,126 Minority interest - - - -
EBITDA 42,457 54,861 75,488 66,108 Borrowings 13,418 11,400 11,586 7,845
Depreciation 19,732 21,696 21,899 16,501 Trade payables 60,654 54,054 74,408 66,343
Less: Interest expense 1,646 1,319 1,424 1,206 Other liabs & prov 35,627 43,407 50,925 43,600
Add: Other income 4,324 5,876 11,291 11,402 Total liabilities 262,812 277,424 337,467 315,567
Profit before tax 25,402 37,722 63,456 59,803 Net block 72,878 66,712 61,504 71,411
Prov for tax 6,591 8,706 16,363 15,974 Intangible assets - - - -
Less: Other adj Capital WIP 8,175 5,291 13,366 12,730
Reported profit 18,812 29,016 47,093 43,829 Total fixed assets 81,054 72,003 74,871 84,141
Less: Excp.item (net) - - - - Non current inv - - - -
Adjusted profit 18,812 29,016 47,093 43,829 Cash/cash equivalent 115,676 141,388 177,411 152,543
Diluted shares o/s 813 813 813 813 Sundry debtors 24,649 21,824 28,972 24,106
Adjusted diluted EPS 23.2 35.7 58.0 53.9 Loans & advances 255 155 659 -
DPS (INR) 16.7 18.4 57.3 132.7 Other assets 41,177 42,053 55,554 54,778
Tax rate (%) 31.3 30.6 25.7 22.5 Total assets 262,812 277,424 337,467 315,567
Important Ratios (%) Free Cash Flow (INR mn)
Year to March FY21A FY22A FY23A 9MFY24 Year to March FY21A FY22A FY23A 9MFY24
Gross profit margin (%) 23.5 24.4 25.3 25.3 Reported profit 21,078 31,846 52,165 48,401
Staff cost % sales 3.6 3.5 2.9 2.8 Add: Depreciation 19,732 21,696 21,899 16,501
Other expenses % sales 9.6 9.3 9.9 9.8 Interest (net of tax) (1,299) (2,975) (7,424) (7,978)
EBITDA margin (%) 10.4 11.6 12.5 12.7 Others (5,416) (2,486) (10,835) (6,319)
Net profit margin (%) 4.6 6.1 7.8 8.4 Less: Changes in WC 20,129 3,303 9,838 (5,028)
Revenue growth (% YoY) 15.6 27.3 17.3* Operating cash flow 54,225 51,384 65,643 45,577
EBITDA growth (% YoY) 29.2 37.6 18.7* Less: Capex (25,785)  (12,535) (22,493) (27,247)
Adj. profit growth (% YoY) 54.2 62.3 21.7* Free cash flow 28,440 38,849 43,150 18,330
Valuation Metrics Key Ratios
Year to March FY21A  FY22A  FY23A 9MFY24 Year to March FY21A  FY22A  FY23A 9MFY24
Diluted P/E (x) 84.7 54.9 33.8 27.3* RoE (%) 12.3 18.0 25.5 37.7%
Price/BV (x) 10.4 9.4 7.9 7.5% RoCE (%) 18.2 25.1 36.6 55.7*
EV/EBITDA (x) 37.5 29.0 21.1 18.1* Inventory days 23 22 21 24
Dividend yield (%) 0.9 0.9 2.9 6.8 Receivable days 22 17 18 17
Source: Company; *based Payable days 54 42 45 46
on annualized numbers Working cap (% sales) (8.7) (7.7) (7.9) (7.4)
Gross debt/equity (x) 0.1 0.1 0.1 0.0
Net debt/equity (x) (0.7) (0.8) (0.8) (0.7)
Interest coverage (x) 13.8 25.1 37.6 41.1
Valuation Drivers
Year to March FY21A FY22A FY23A 9MFY24
EPS growth (%) 54.2 62.3 21.7*
RoE (%) 12.3 18.0 25.5 37.7*
EBITDA growth (%) 29.2 37.6 18.7*
Payout ratio (%) 72.3 51.5 98.8 184.5*

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset

Nuvama Institutional Equities




HYUNDAI MOTOR INDIA

Company description

Hyundai Motor India (HMI) is a part of Hyundai Motor Group (HMG), the third-
largest auto OEM in 2023 globally based on passenger vehicle sales, according to a
CRISIL report.

In CY23, Hyundai Motor India was among the top three contributors to global sales
volume of Hyundai Motor Company (HMC); HMI’s contribution to HMC's sales
volumes increased from 15.5% in CY18 to 17.9% in CY23. HMI has been the second
largest auto OEM since FY09 in the domestic passenger vehicle markets.

The company has a track record of manufacturing and selling PVs that are reliable,
feature-rich, innovative and backed by latest technology. This has been
demonstrated through its portfolio—13 models across sedans, hatchbacks, SUVs
and EVs. The company has been largest exporter of PVs on a cumulative basis
since FYO05.

Hyundai Motor’s key strengths include: i) the strong Hyundai brand in India; ii) ability
to leverage new technologies to enhance operational and manufacturing efficiency;
iii) ability to expand into new businesses such as EV through innovation; iv)
endeavour to exceed customer expectations; and v) ability to respond to
regulatory changes.

Analyst meet: Key takeaways

e Premiumisation: In HMl's overall portfolio, UVs contributed 63%, hatchbacks
23%, and sedans 14% in FY24. SUV penetration is broadly at similar levels in both
rural and urban regions. The focus is on improving sales in UVs, through more
product launches across price points and powertrains.

e Touchpoints: HMI had 1,366 sales outlets and 1,550 service outlets across India,
as of Dec-23. The urban and rural mix of sales outlets is 721 and 645, respectively.
The focus is on further expanding the network.

e EV pipeline: The company plans to launch four EVs in both mass and premium
segments over medium term. The Creta EV is slated for launch in Q4FY25.

e Export opportunity: HMI serves as an export hub for models such as Verna and
Venue, and is on track to becoming HMC's largest export hub.

e Localisation is currently ~80%. This should increase with localisation of
components such as automatic transmissions, powertrain parts, ADAS systems,
EV batteries, etc.

e Royalty rate is expected to remain steady at 3.5% over long term.

e Capex: HMI has announced investments of INR320bn over the next ten years. Of
this, INR65bn has been allocated for the Talegaon plant.

e Capacity utilisation stood at 96% in FY24.

e Chennaiplantis spread across ~537 acres, and has production capacity of 0.82mn
units across 13 models.

e Talegaon plant: HMI acquired General Motors’ Talegaon plant, which would add
0.17mn units to its production capacity by H2FY26E and an additional 0.08mn
units by FY28E, lifting its total capacity to 1.07mn units. This represents a 30%
increase over current levels.
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Additional Data

Management Recent Sector Research

Chairman and MD Unsoo Kim Date Name of Co./Sector Title

CFO Wangdo Hur 04-Oct-24  Automobiles 2W and tractor firms to outpace
others; Sector Update

(e(e]0] Tarun Garg

. 2W/tractor to grow, PV/CV to
26-Sep-24  Automobiles .
CMO Gopalakrishnan Sivaramakrishnan P decline ; Sector Update

Strong rural demand to propel 2W
sales; Sector Update

Auditor BSR&Co, LLP 10-Sep-24  Automobiles

Rating Rationale & Distribution: Nuvama Research

. Expected absolute returns . ATl
Rating over 12 months Rating Distribution
Buy 15% 218
Hold <15% and >-5% 64
Reduce <-5% 26
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DISCLAIMER

Nuvama Wealth Management Limited (defined as “NWML” or “Research Entity”) a company duly incorporated under the Companies Act, 1956 (CIN No U67110MH1993PLC344634) having
its Registered office situated at 801- 804, Wing A, Building No. 3, Inspire BKC, G Block, Bandra Kurla Complex, Bandra East, Mumbai — 400 051 is regulated by the Securities and Exchange
Board of India (“SEBI”) and is licensed to carry on the business of broking, Investment Adviser, Research Analyst and other related activities. Name of Compliance/Grievance officer: Mr. Atul
Bapna, E-mail address: complianceofficer.nwm@nuvama.com Contact details +91 (22) 6623 3478 Investor Grievance e-mail address- grievance.nwm@nuvama.com.
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of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The information contained herein is from publicly available data or
other sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an
investment in Securities referred to in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The
investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a
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remains the property and copyright of NWML and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

NWML shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in the system, break
down of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the NWML to present the data. In no event
shall NWML be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data
presented by the NWML through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the
same time. We will not treat recipients as customers by virtue of their receiving this report. The security/securities quoted in the above report are for illustration only and are not
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Securities, mentioned herein or (b) be engaged in any other transaction involving such Securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material conflict of interest with
respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance. (c) NWML may have proprietary
long/short position in the above mentioned scrip(s) and therefore should be considered as interested. (d) The views provided herein are general in nature and do not consider risk appetite
or investment objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation
to do business with NWML (e) Registration granted by SEBI and certification from NISM in no way guarantee performance of NWML or provide any assurance of returns to investors and
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Analyst Certification:

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.
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Disclaimer for U.S. Persons

This research report is a product of NWML, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report
is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S.
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