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Investment Thesis

Exciting times ahead with recent acquisition: Samvardhana Motherson
International Ltd (SAMIL) has made six strategic acquisitions since April'23,
with three already finalized, with combind annual revenue of US$1.5bn.

o Dr. Schneider group: SAMIL has recently acquired the automotive
interior business of Dr. Schneider Group, a renowned manufacturer of
high-quality interior components for premium OEMs. Dr. Schneider
Group had filed for insolvency, but had reported an impressive
revenue of Eur 472mn in CY22. SAMIL has acquired the business for an
enterprise value of Eur 118.3mn, thereby consolidating its position in
the interior polymer industry.

o Yachiyo's (4W) business: SAMIL recently made an announcement
regarding its acquisition of Japan-based-auto-part maker Yachiyo's
(4W) business from Honda Motors. This strategic move is aimed at
tapping into the rapidly growing sunroof market. The acquisition will
result in SAMIL possessing an 81% stake in Yachiyo's (4W) business,
while Honda will retain a 19% stake in the company. The total value of
this transaction stands at US$158.54mn according to regulatory filing.

o Prysm Systems: SAMIL has recently signed a deal to invest US$14mn in
Prysm Systems, a company that specializes in creating large-format
touch-enabled display screens integrated with collaborative
software. In the last twelve months, Prysm has achieved a furnover of
US$6.15mn, as of December 31, 2022.

Diversification strategy ensures revenue stability: SAMIL has realigned ifs

strategy to 3CX10 meaning that exposures to any country, component or

customer should not be more than 10% of total revenue by 2025.

Unlocking growth opportunities and optimizing product mix: For FY24,

SAMIL forecasted an increase in CAPEX of up to Rs.3,300Crs. due to a

surge in demand from both existing and new inorganic businesses. The

company's growth and product mix will be further bolstered by clients'
inclination towards premium and SUVs as opposed to hatchbacks.

Revolutionizing the game: New emerging businesses like Elastomer,

Lighting & Electronics and Precision Metals along with the new non-

automotive verticals of Aerospace, Healthcare, Logistics solutions and

Technology & Industrial Solutions and Services grew by 17% YoY in Q1FY24

and are now contributing 9% to top-line.

Financials

SAMIL's consolidated revenue from operations for Q1FY24 was at
Rs.22,462.18Crs., up by 27.23% on a YoY basis and was flat on QoQ basis.

Particulars FY20 FY21 ‘ FY22 FY23 FY24E
Revenue (Rs. in Crs.) 60,729 57,370 63,774 78,701 | 95,228
EBITDA (Rs. in Crs.) 4,654 4,359 4,699 6,208 7.618
PAT (Rs.in Crs.) 1,170 1,039 874 1,496 2,354
Adj. EPS (Rs.) 2.47 2.19 1.29 2.21 3.47
PE Multiple (x) 16.48 61.25 72.05 30.39 34.55
RoE (%) 8.41 10.43 4.93 7.76 9.49
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Market Cap (Rs. Crs) 66,172
Market Cap ($ Mn) 7,999
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Shareholding Pattern
Promoters 64.77
FIIs 10.83
Institutions 15.12
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Key Ratios ‘

Div Yield 0.7%
TTM PE 42.3x
ROE 7.20%
TTM EPS (Rs.) 2.89/-
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In Q1FY24, SAMIL's EBITDA came in at Rs.1,924Crs., up by 72.15% YoY and
moderated by 4.74% QoQ. EBITDA margin expanded by 224 bps YoY to
8.57% in Q1FY24. Adjusted PAT grew by 3.25x YOY to Rs.600.87Crs.

Its polymer business grew by 27% YoY to Rs.11,978Crs.. and EBITDA
margins improved 240bps YoY / 30bps QoQ to 7.5%. The wiring harness
business grew by 25% YoY to Rs.7,633Crs. and EBITDA margins improved
by 230bps YoY / 60bps QoQ to 10.2%.

On full-year basis, in FY23, SAMIL revenue from operations grew by 23.41%
YoY to Rs.78,701Crs. whereas EBITDA was at Rs.6,208Crs., up by 32.10%
YoY and margins were at 7.89%. PAT came in at Rs.1,496Crs., up by
71.15% with EPS pegged at Rs.2.21/share.

Key Business Highlights

SAMIL is a leading supplier of auto components and systems in India and
globally. The company has a strong presence in the global automotive
market with operations in 41 countries. SAMIL serves ifs customers with
multiple products and services through its eleven business divisions. The
three major divisions are Wiring Harness, Vision Systems & Modules and
Polymer Products which contribute more than ninety percent to the total
revenues.

In FY20, SAMIL had set an ambitious revenue target of US$36bn and aim
for an ROCE of 40% to be achieved by FY25E.

SAMIL is targeting fo achieve 75% revenue from automotive industry and
25% from new divisions.

Strong revenue visibility as company is sitting on a healthy order book of
US$70bn which will be executed over 5 Years.

SAMIL's top clients includes Mercedes Benz (10%), Audi (9%), Volkswagen
(7%). Suzuki/Maruti (6%), BMW (5%), Porsche (5%) and many more.
Company has 300 facilities located across 41 countries and it derived
78% of revenues in FY23 from its international operations.

Valuation

SAMIL currently trades at 42.3x / 11.3x of traiing PE / EBITDA multiple as
against its 3-year median PE / EBITDA multiple of 53.0x / 11.6x. We expect
SAMIL's revenue fo grow by 21% in FY24E driven by the recent acquisitions.
Outlook on profitability remains sanguine. Hence, we assign a BUY rating for
SAMIL with a target price of Rs. 123, translating an upside of 25%+.

Risk & Concern

Expensive acquisition can delay its farget of ROCE and reducing debt to
be achived by FY25.

Slowdown in the global automotive market may impact future growth of
SAMIL.

Graphs & Charts
Figure 1: Net Sales Trend (Rs. in Crs)
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: Geography-wise Revenue (FY23)
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Figure 4: Segment-wise Revenue (FY23)
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity
in making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of interest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securifies for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any
compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months; (e) has not received any compensation or other benefits from the subject company or third party
in connection with the Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in
market making activity for the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a
professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed
fo be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or
represented that it is accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached
fo any individual, same may be ignored and brought to the attention of the sender. Preparation of this research report does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Past performance is not a guide for future performance. This Report has been prepared on the basis of publicly
available information, intfernally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should
not be taken as the only base for any market transaction; however this data is representation of one of the support document among
other market risk criterion. The market participant can have an idea of risk involved fo use this information as the only source for any
market related activity. The distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this
report comes, should observe, any such restrictions. The revelation of interest statements integrated in this analysis are provided
exclusively fo improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis.
The price and value of the investments referred fo in this report and the income from them may go down as well as up. Bonanza
portfolio Ltd or its directors, employees, aoffiliates or representatives do not assume any responsibility for, or warrant the accuracy,
completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the
disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of M/s. Bonanza
portfolio Ltd shall be liable. Research report may differ between M/s. Bonanza portfolio Ltd RAs and other companies on account of
differences in, personal judgment and difference in time horizons for which recommendations are made. Research entity has not
been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or
employee of the subject company. Research analyst have not received any compensation/benefits from the Subject Company or
third party in connection with the research report.

M/s. Bonanza Portfolio Ltd at Bonanza House, Plot No. M-2, Cama Industrial Estate. Walbhat Road, Goregaon (E), Mumbai — 400063
Web site: https://www.bonanzaonline.com

Research Analyst Regn No. INH100001666
SEBI Regn. No.: INZ000212137
BSE /NSE/MCX : | CASH| DERIVATIVE | CURRENCY DERIVATIVE | COMMODITY SEGMENT |
| CDSL: | 120 33500 | NSDL: | IN 301477 | | PMS: INP 000000985 | AMFI: ARN -0186


https://www.bonanzaonline.com/

		2023-09-01T14:35:01+0530
	Omkar Liladhar Kamtekar
	I am the author of this document




