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Mahindra Logistics

SELL CMP Rs535 Target Rs424
Result Highlights
v" Mahindra logistics reported topline of Rs.9.7 bn (+20% vyoy), lower than our

estimate of Rs.10.5 bn.

While Supply Chain Management (SCM) segment grew ~29% yoy, Enterprise
Mobility (EM) division continued to struggle with revenue declining ~56% yoy. The
performance in the EM segment was likely hit as large part of clients’ employees
continued to work from home (leading to lesser requirement of transportation).

The Company reported EBITDA of Rs462 mn, (+21% yoy). Margins came flat yoy
at 4.7% in Q4 FY21.

During the quarter, the group has recognized an aggregate impairment loss of Rs.
27.5 mn related to investment in joint venture.

The company paid Rs 2.5/share dividend for FY21

Our view: Q4 has been a mixed bag where Transportation segment has done
reasonably well but warehousing segment has struggled. Going forward, we believe
MLL's growth would be driven by growth in End use segments and how the new
initiatives like Flex Warehousing solutions and EDEL (last mile delivery) play out. We
largely retain our estimates for FY23 and retain our negative stance on the stock. While
several new initiatives are being undertaken (like providing integrated solutions and
value-added services), we believe the positives are priced in at current levels (trades at
40x FY23 EPS). We would await better entry point and retain SELL to target price of
Rs.424.

Exhibit 1: Result table

Particulars (Rs mn) Q4 FY21 Q4 FY20 % yoy Q3 FY21 % qoq
Total sales 9,740 8,118 20.0 10,468 (7.0)
EBITDA 462 380 214 530 (12.8)
EBITDAM (%) 4.7 4.7 6 bps 51 -32 bps
Depreciation 261 220 18.4 243 7.3
Interest 56 57 (1.1) 55 2.6
Other income 47 31 49.5 18 164.2
PBT 191 134 424 250 (23.4)
Tax 40 36 9.4 66 (39.4)
Adjusted PAT 152 98 54.7 184 (17.7)
Exceptional item 28 - NA - NA
Reported PAT 126 96 30.5 183 (31.1)
PATM (%) 1.6 12 35 bps 1.8 -20 bps
EPS (Rs) 1.8 1.3 30.5 2.6 (31.1)
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Financial Summary
FY21 FY22e FY23e
Revenue 32,637 37,524 42,305
YoY (6.0) 15.0 12.7
EBIDTA 1,342 1,932 2,352
YoY (15.2) 43.9 21.8
PAT 328 681 935
YoY (40.7) 108.0 37.2
ROE 5.8 114 14.2
EPS 4.6 9.5 13.1
P/E 116.7 56.1 40.9
A in earnings estimates
FY21 FY22e FY23e
EPS (New) 4.6 9.5 13.1
EPS (Old) 4.6 10.1 13.0
% change - (5.9) 0.8
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Exhibit 2: Segmental Performance

Particulars (Rs mn) Q4 FY21 Q4 FY20 % yoy Q3 FY21 % qoq
Revenue (Rs. mn)

Supply Chain 9,383 7,304 28.5 10,098 (7.1)
Enterprise Mobility 357 813 (56.1) 369 (3.3)

Revenues Mix (%)

Supply Chain 96.3 90.0 96.5

Enterprise Mobility 3.7 10.0 3.5

EBIT (Rs. mn)

Supply Chain 695 571 21.8 805 (13.6)
Enterprise Mobility 19 73 (73.4) 12 60.8
EBIT Margin (%)

Supply Chain 7.4 7.8 (41 bps) 8.0 (56 bps)
Enterprise Mobility 54 8.9 (352 bps) 3.3 216 bps

CON-CALL HIGHLIGHTS

v

During Q4, the revenue growth was driven by the Supply Chain segment while the Enterprise
Mobility (EM) segment continued to struggle. In terms of sectors the key drivers of growth
were E-commerce, Consumer, Automotive and Freight Forwarding businesses. The EM
segment was weak as Work from home continued in most of offices which reduced the
transportation requirements.

Other expenses were high during the quarter primarily due to reclassification of costs based
on the type of services provided.

Top 20 clients account for nearly 60% of the topline. There are more customers from the E-
commerce and Consumer segment now as compared to earlier.

Transportation and Warehousing: While the transportation segment was steady, pressure
was seen in the Warehousing business. The revenue was impacted as January saw lesser
than expected revenue generation. During last few years MLL has added 1.5-2 mn sq feet a
year and expects strong growth in this segment. In Warehousing the Company is trying to
provide more complex solutions and not just storage which would lead to higher margins.

E-comm: Continue to see strong growth with focus on the digital side. Online shopping
continued to be the preferred mode driven by safety issues due to COVID. The company
believes that the demand will continue to be strong. While the Competition is high in this
space, the industry would move towards providing more integrated service.

Lockdown impact: The Warehousing segment is volatile during these times as end user
demand gets impacted and hence the requirement for warehousing falls. The transport
segment is relatively less volatile.

The Capex for FY22 is pegged at ~Rs.800 mn and includes capex for Bajaj Electrical and
Flipkart deal.

Integrated solutions: Many customers are asking for integrated solutions, warehousing,
sortation, inbound logistics etc. Earlier, different companies were partnered for providing
different solutions which are changing over time. MLL is well positioned to provide end to
end solutions and capitalize on the opportunity.
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v" Cash flow: The company saw sharp improvement in cashflow from operations (Rs. 2.93 bn
in FY21 vs Rs. 850 mn in FY20). Overall Cash improved to Rs.1.98 bn vs Rs.1 bn in FY20.

v" Growth Outlook: Overall demand would take few weeks to rebound and currently some
level of volatility persists. Certain segments like Pharma continue to remain robust. The
sources of growth would be from following segments going forward a) Existing customers
with basic services b) Existing customers with new solutions and c) addition of new
customers. The recently added new accounts by MLL have been slow to ramp up and are
expected to pick up in near term.
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed 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, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Alok Deora, Nishant Shah

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.
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Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has 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

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy making activity for the subject company(ies)

No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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