Mahindra & Mahindra (MAHMAH)

CMP:X 3,675

Target: X 4,500 (22%) Target Period: 12 months

About the stock: Mahindra & Mahindra (M&M) is a conglomerate with presence
in auto, IT, financial services, logistics, hospitality and real estate among others.

M&M is India’s largest tractor manufacturer (43.3% FY25 market share) &
2" largest CV, 4t largest PV maker (28.1%, 12.8% FY25 market share)

Q3FY26 Results: M&M reported healthy Q3FY26. On standalone basis, top-line
for the quarter came in at 38,517 crore (up ~26% YoY) with automotive segment
volumes growing ~23% YoY at 3.02 lakh units and tractor sales volume at 1.49 lakh
units (up ~23% YoY). EBITDA in Q3FY26 came in at X5,668 crore with
corresponding EBITDA margins at 14.7% (up ~20 bps QoQ). Resultant PAT for
Q3FY26 stood at X3,931 crore (up ~33% YoY).

Investment Rationale:

Automotive Segment: sustained SUV Momentum & LCV revival support
growth: M&M’s automotive business remains on a strong trajectory, driven
by the continued outperformance of its SUV portfolio and revival in LCVs
with volumes growing ~23% and margins improving ~30 bps QoQ. SUV
volumes grew strongly (around mid-20% range) despite some temporary
impact from scaling down XUV700 production ahead of the 7XO transition.
Revenue market share stabilized around ~24% after earlier peaks, while
premiumization continued with higher contribution from top variants. Auto
standalone margins remained strong at ~10.4% (ex-contract
manufacturing). Capacity expansion and debottlenecking remain a focus,
with incremental production planned through FY27-FY28 across existing
plants and new greenfield investments (committed 15,000 crores to
expand capacity by 5 lakh units). Structurally, improving scale in the EV
portfolio, localization-led cost reduction, and strong positioning in high-
growth SUV and LCV segments provide multi-year growth visibility with
margin resilience, even amid commodity volatility.

Farm segment: Market leadership & margin discipline: The farm
equipment segment (tractors) continued its stellar performance, with
tractor volumes up 23% YoY and margins improving ~50 bps QoQ,
underscoring M&M’s strong pricing discipline and market leadership. The
farm machinery business crossed X360 crore in quarterly revenue and
turned profitable, diversifying the segment’s revenue mix. Management
highlighted that there was a Maharashtra farm mechanization subsidy
which provided a boost of 35k units which will help the tractor industry to
cross 10 lakh units’ sales and likely to close FY26E with very healthy 24%
full year growth significantly higher that previous guided number. Going
forward, while growth may normalize on a high base, medium-term
structural drivers and capacity expansion (1 lakh units) position this
business for continued strong profitability.

Rating and Target Price

We maintain a positive view on M&M and retain our BUY rating on the
stock amidst its consistent positive surprise on new product launches and
ability to grow ahead of market. We now value M&\M at SOTP-based
target price of 4,500 (14x FY28E standalone EV/EBITDA; 20% hold co.
discount to investments, X616/share value accrued for its Electric PV arm).

Key Financial Summary

Particulars (X crore) FY21 FY22 FY23 FY24 Fv2s VF:JZZ‘?ZG;;
Net Sales 44630 57,446 84960 98763 116484 21%
EBITDA 6958 7042 10442 12919 17,123 24%
EBITDA Margins (%) 156 123 123 13.1 147
Adjusted Net Profit 2303 5100 7700 10718 11855 40%
EPS ) 8.2 414 54.9 89.8 99.4
PJE 4455 8828 67.0 409 37.0
RONW (%) 6.6 13.1 17.8 205 19.2
RoCE (%) 100 9.3 140 163 19.1
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3 year CAGR

FY26E FY27E FY28E (FY25-28E)

1,41,156 155,096 1,71,946 14%

20,344 22,360 25,444 14%
144 14.4 14.8

15,164 16,487 18,583 16%
126.5 138.2 155.8
29.1 26.6 23.6
20.8 194 18.8
20.3 193 19.2

Source: Company, ICICI Direct Research
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Key Takeaways of Recent Quarter

Q3FY26 Results: Reported healthy performance

M&M reported healthy performance in Q3FY26. On standalone basis, top-
line for the quarter came in at X38,517 crore (up ~26% YoY) with
automotive segment volumes growing ~23% YoY at 3.02 lakh units and
tractor sales volume at 1.49 lakh units (up ~23% YoY). EBITDA in Q3FY26
came in at 5,668 crore with corresponding margins at 14.7% (up ~20 bps
QoQ). Resultant PAT for Q3FY26 stood at 3,931 crore (up ~33% YoY).

Automotive segment EBIT margins improved ~30 bps QoQ at 9.5% which
includes eSUV contract manufacturing margins, while Farm Equipment
segment margins were healthy at 20.2% (up 50 bps QoQ). M&M leads the
SUV segment with a revenue market share of 24.1% in Q3FY26 (up 90 bps
YoY). M&M also retains its market leadership in tractor space with market
share as of Q3FY26 end at 44%.

Q3FY26 Earnings Conference Call Highlights:

Automotive Performance: The automotive business delivered a strong
quarter with volumes growing ~23% and margins improving ~90 bps,
driven by robust SUV demand, favourable mix and operating leverage.
SUV volumes grew strongly (around mid-20% range) despite some
temporary impact from scaling down XUV700 production ahead of the
7X0 transition. Revenue market share stabilized around ~24% after earlier
peaks, while premiumization continued with higher contribution from top
variants. Auto standalone margins remained strong at ~10.4% (ex-
contract manufacturing). Capacity expansion and debottlenecking remain
a focus, with incremental production planned through FY27-FY28 across
existing plants and new greenfield investments.

Farm Equipment: The farm segment also posted strong operational
performance, with volumes up ~23% and margins improving ~240 bps.
Domestic farm profitability grew sharply, though overall numbers were
impacted by impairments in international subsidiaries. Core tractor
margins reached ~21%, close to peak levels, supported by operating
leverage and improved execution. Farm machinery is showing strong
momentum with steady monthly growth and increasing contribution. the
company also highlighted that it faced market share loss due to swaraj
tractors running out of stock, which is back in supply from January.

Electric Portfolio: The EV portfolio continues to scale steadily with
improving economics. As of Q3FY26 it has a E-SUV revenue market share
of 33.3% leading the industry. The EV business generated ~X175 crore
EBITDA at a consolidated level, reflecting improving operating leverage.
Flagship EV SUVs continue to see strong customer response, expanding
adoption beyond early-adopter markets and strengthening brand
acceptance. The company is progressing on PLI approvals, with most
variants approved and full portfolio expected to qualify shortly).

LCV: The LCV segment saw a meaningful revival, supported by GST-led
affordability improvement and the beginning of a replacement cycle after
COVID-driven delays. SCV/LCV volumes grew strongly and M&M
maintained leadership with market share ~51.9%. Management expects
demand momentum to sustain as improved operator economics and lower
cost of ownership structurally enhance viability. The commercial vehicle
segment—including LCVs, tractors and CVs—is expected to benefit most
from GST changes due to improved profitability for operators.

Demand outlook: Management indicated continued strong demand
across segments but refrained from giving numeric guidance. The GST cut
is seen as a structural tailwind rather than a short-term boost, especially
for commercial segments, improving ownership economics and driving a
sustained demand cycle. Demand remains robust across product
categories, though segment-wise growth mix for FY27 is still evolving. In
tractors, outlook remains positive despite weather uncertainties,
supported by favourable rural drivers and strong base.
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Capacity: Management outlined a phased
capacity expansion plan to support
sustained demand and  upcoming
ICE and EV

portfolios. In the near term, the company

launches across both

is debottlenecking key models such as
high-demand SUVs and LCVs to add
roughly 3,000-5,000 units per month,
along with incremental EV capacity from
recent launches, resulting in a meaningful
increase through FY27. Over the medium
term, additional capacity will come from
platform-led expansion at the Chakan
facility, followed by the Nagpur greenfield
plant which will support next-generation
SUV/EV platforms and future growth. The
company also retains flexibility to add
capacity across locations depending on
demand and product mix, signalling
proactive planning to eliminate supply
constraints and sustain share gains

Product pipeline: In SUVs, the company
has already launched a new nameplate
and plans additional refreshes within the
current cycle, while the EV portfolio has
completed its planned launches for the
year and is focused on scaling adoption
and improving localization. In LCVs, recent
launches have been completed with more
products lined up, supporting growth in
the commercial segment
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Key Tables and Charts
Exhibit 1: Quarterly P&L Analysis

Q3FY26 Q3FY25 YoY (%) Q2FY26 QoQ (%)
Total Operating Income 38,517 30,538 26.1 33,422 15.2
Raw Material Expenses 29,345 22,727 29.1 25,279 16.1
Employee Expenses 1,389 1,285 8.1 1,298 7
Other expenses 2,115 2,058 2.7 1,983 6.6
EBITDA 5,668 4,468 26.8 4,862 16.6
EBITDA Margin (%) 14.7 14.6 8 bps 14.5 17 bps
Other income 748 606 233 2,308 -67.6
Depreciation 1,052 1,045 0.6 1,041 1.1
Interest 63 61 3 59 7
Tax 1,271 1,004 26.6 1,549 -17.9
PAT 3,931 2,964 32.6 4,521 -13.0
EPS 32.7 24.8 32.0 37.6 -13.0
Key Metrics
Auto revenues (X crore) 28,361 22,410 26.6 24,929 13.8
FES revenues (X crore) 10,200 8,167 24.9 8,540 19.4
EBITDA margins (%) 14.7 14.6 8 bps 14.5 17 bps

Source: Company, ICICI Direct Research

Exhibit 2: Change in key estimates

FY26E FY27E FY28E
(X Crore) Oold New % Change Oold New % Change Introduced
Revenue 1,35,448 1,41,156 4.2 1,48,633 1,55,096 4.3 1,71,946
EBITDA 19,672 20,344 3.4 22,302 22,360 0.3 25,444
EBITDA Margin (%) 14.5 14.4 -11 bps 15.0 14.4 -59 bps 14.8
PAT 13,839 15,090 9.0 15,728 16,487 4.8 18,583
EPS (X) 116.0 126.5 9.0 131.8 138.2 4.8 155.8

Source: ICICI Direct Research

Exhibit 3: Assumptions

Current
Units FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Automotive volumes 6,08,597 4,76,043 3,52,281 4,65,597 6,98,466 8,24,936 9,41,115  10,99,051  12,25,196 13,33,136
Automotive ASPs () 5,80,892 5,96,766 7,10,075 7,64,323 8,37,710 892,421 9,29,144 9,57,661 9,52,821 9,71,972
FES Volumes 3,30,436 3,01,915 3,54,498 3,54,678 4,07,545 3,78,386 4,24,641 5,26,337 5,48,653 5,82,499
FES ASPs () 5,10,679 5,10,158 5,19,983 557,318 591,070 6,69,597 6,88,503 6,85,720 7,02,706 7,31,096
Total Volumes 9,39,033 7,77,958 7,06,779 8,20,275 11,06,011  12,03,322 13,65756 16,25,387  17,73,849 19,15,635

Source: ICICI Direct Research
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Exhibit 4: Valuation matrix (SOTP Valuation)

Valuation Matrix (SOTP)

Automotive Business (UV+PV+CV+Tractors) Xcrore Z/share Remark
Standalone business
FY28E EBITDA 25,444
Assigning EV/EBITDA Multiple of 14x 14
Enterprise Value 3,56,220 2,865
Net Debt (FY27E) (37,801) -304
Value of Standalone Business 3,94,021 3,169
Valuation Pegging of electric PV business at higher valuation 76,600 616
band
Total value of automobile business including electric PV company (A) 3,800
Value of Investments (listed companies) M&M Co- S h_/lur!(et Contribution Remark
stake  Capitalisation to M&M
(%) X crore Xcrore X/share
Tech Mahindra 25 1,93,240 48,890 393  'ousetarget
market cap
. . . Current market
M&M Financial Services 53 53,166 27,912 225 cap
Mahindra Life space 52 8,103 4,246 34 Currentmarket
cap
Mahindra Holidays & Resorts 67 6,400 4,269 34 Current m“':;e;
Mahindra Logistics 60 4,100 2,444 g0 Current m“i';e;
SML Isuzu Ltd 59 6,409 3,781 3o current mm:;e;
Other subsidiaries & investments 18,053 145
Total Value of subsidiaries & associates (B) 1,09,594 882
Value of investments post 20% holding company discount (C = 0.8*B) 700
M&M Target Price (value of equity per share , A+C) 4,500

Source: ICICI Direct Research

Exhibit 5: M&M market share movement in domestic tractor space
DOMESTIC FORTRESS

—

Market Share

23.3% 44.1%

41.2% 41.6%
40.0%
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Source: Company, ICICI Direct Research
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Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 4



1' Result Update | Mahindra & Mahindra ICICI Direct Research

Financial Summary

(Year-end March) FY25 FY26E FY27E FY28E (Year-end March) FY25 FY26E FY27E FY28E
Total operating Income 1,16,484 1,41,156 155,096 1,71,946 Profit after Tax (adj) 11,855 15,090 16,487 18,583
Growth (%) 17.9 21.2 9.9 10.9 Add: Depreciation 4,227 4,235 4,653 5,158
Raw Material Expenses 86,340 1,07,445 1,18,157 1,30,339 (Inc)/dec in Current Assets -2,651 -6,396 -2,792 -3,364
Employee Expenses 4,881 5,359 6,049 6,706 Inc/(dec) in CL and Provisions 6,472 6,917 3,609 4,357
Other Expenses 8,140 8,007 8,530 9,457 CF from operating activities 16,898 15,665 17,685 20,338
Total Operating Expenditure 99,361 1,20,812 1,32,736 1,46,502 (Inc)/dec in Investments -5,473 -3,000 -6,000 -7,000
EBITDA 17,123 20,344 22,360 25,444  (Inc)/decin Fixed Assets -6,476  -11,140 -10,000 -10,000
Growth (%) 325 18.8 9.9 13.8  Others 3,311 4,147 4,253 4,374
Depreciation 4,227 4,235 4,653 5,158  CF from investing activities -8,637 -9,993 -11,747 -12,626
Interest 250 238 200 134 lIssue/(Buy back) of Equity 1 0 0 0
Other Income 3,005 4,181 4,272 4,397 Inc/(dec) in loan funds -450 -100 -250 -350
PBT 15,650 20,053 21,779 24549  Dividend paid & dividend tax -3,018 -3,818 -4,176 -4,772
Others (incl exceptional item) 0 98 0 0 Others 471 0 0 0
Total Tax 3,795 4,865 5,292 5,965 CF from financing activities -2,996 -3,918 -4,426 -5,122
PAT 11,855 15,090 16,487 18,583 Net Cash flow 5,265 1,754 1,512 2,590
Adjusted PAT 11,855 15,164 16,487 18,583  Opening Cash 5,526 10,791 12,544 14,057
Growth (%) 10.6 27.3 9.3 12.7  Closing Cash 10,791 12,544 14,057 16,646
EPS R) 99.4 126.5 138.2 155.8 Source: Company, ICICI Direct Research
Source: Company, ICICI Direct Research
(Year-end March) FY25 FY26E FY27E FY28E (Year-end March) FY25 FY26E FY27E FY28E
Liabilities Per share data [X)
Equity Capital 600 600 600 600 EPS 99.4 126.5 138.2 155.8
Reserve and Surplus 60,985 72,257 84,568 98,380 Cash EPS 134.8 162.0 177.2 199.0
Total Shareholders funds 61,585 72,857 85,169 98,980 BV 516.2 610.7 713.9 829.6
Total Debt 1,135 1,035 785 435 DPS 253 320 35.0 40.0
Deferred Tax Liability 1,663 1,663 1,663 1,663 Cash Per Share 200.2 219.1 265.3 320.5
Others 3,265 3,957 4,348 4,820  Operating Ratios (%)
Total Liabilities 67,648 79,512 91,964 1,05,898 EBITDA Margin 14.7 14.4 14.4 14.8
Assets PBT / Net sales 111 11.4 114 11.8
Gross Block 49,385 60,429 70,429 80,429 PAT Margin 10.2 10.1 135 10.2
Less: Acc Depreciation 29,757 33,991 38,644 43,803 Inventory days 324 35.0 35.0 35.0
Net Block 19,628 26,438 31,785 36,627 Debtor days 17.9 20.0 20.0 20.0
Capital WIP 3,905 4,000 4,000 4,000 Creditor days 733 75.0 75.0 75.0
Total Fixed Assets 23,533 30,438 35,785 40,627 Net Working Capital days -23.0 -20.0 -20.0 -20.0
Other investments 22,379 24,879 26,879 29,879 Return Ratios (%)
Liquid Investments 13,089 13,589 17,589 21,589 RoE 19.2 20.8 19.4 18.8
Inventory 10,333 13,535 14,872 16,488 RoCE 19.1 203 19.3 19.2
Debtors 5,726 7,735 8,498 9,422 RolC 323 326 314 31.9
Loans and Advances 1,169 1,417 1,557 1,726 Valuation Ratios (x)
Other current assets 4,186 5,073 5,574 6,180 P/E 37.0 29.1 26.6 23.6
Cash 10,791 12,544 14,057 16,646 EV/EBITDA 254 21.2 19.1 16.5
Total Current Assets 34,574 42,724 47,028 52,981 EV/Net Sales 37 31 2.7 2.4
Creditors 23,406 29,005 31,869 35,331 Market Cap / Sales 3.9 3.2 29 2.7
Provisions 843 1,045 1,148 1,273 Price to Book Value 7.1 6.0 5.1 4.4
Total Current Liabilities 24,249 30,049 33,017 36,604 Solvency Ratios
Net Current Assets 10,325 12,674 14,011 16,377 Debt/Equity 0.0 0.0 0.0 0.0
Application of Funds 67,648 79,512 91,964 1,05,898 Current Ratio 0.7 0.8 0.8 0.8
Source: Company, ICICI Direct Research Quick Ratio 0.4 0.4 0.4 0.4
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.
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