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December 24, 2020 

CMP: | 85  Target: | 105  (24%)  Target Period:  12  months  

Minda Corporation (MINCOR) 

 BUY 

 

Hard calls taken, well poised to grow on clean state… 

Minda Corporation (MCL) is the flagship company of the Spark Minda group 

and is a leading auto ancillary player supplying key auto components to 

domestic & global OEMs. Post its restructuring i.e. hive off of the European 

business, it has a well-diversified presence across segments with 2-W, CV, 

PV and aftermarket constituting ~53%, 23%, 10%, 14% of its sales (FY20), 

respectively. In terms of geographies, it realises ~85% of sales from India 

and rest ~15% from overseas. In terms of customer profile, the company 

counts all leading OEMs in India as its clients with top clients being Bajaj 

Auto, Ashok Leyland, TVS Motors, Suzuki Motors and M&M among others. 

Triggers 

Getting strategic intent right 

MCL had a noticeable presence in the European market through its entity 

Minda KTSN, which was primarily involved in manufacturing of plastic body 

parts (interior) for PV segment with VW group as its anchor client. This 

division was struggling in the past with ~| 600 crore of sales in FY20 with 

corresponding EBITDA and PBT at ~| 4 crore and negative | 46 crore, 

respectively, and was a big drag on consolidated financials (dragging down 

margins by ~2% and RoCE by ~5%). With no recovery in sight, the 

company pulled the plug on this entity, thereby stopping its funding as well 

as letting it go for liquidation under the application laws. We believe MCL 

has taken a hard call by letting off go the capital inefficient business that 

bodes well for minority shareholders over the long term. Separately, MCL 

has recently engaged with Phi Capital as its strategic investor (~5% stake). 

Given the rich auto industry experience at Phi Capital, we believe MCL will 

benefit with clear strategic future growth plans going forward. 

Base business – minimal EV risk, premiumisation at play 

Post its restructuring exercise, MCL realises ~55% of its consolidated sales 

~| 1,200 crore from the Mechatronics division while it realises rest ~45% 

from Information & Connected System (wiring harness). In mechatronics 

segment, MCL is primarily in lock & key assembly for 2-W (22-25% of sales), 

die-casting (12-15% of sales), aftermarket sales (13-14% of sales) and starter 

motor/alternator for tractors (3% of sales). It realises ~15% EBITDA margins 

in this segment. In the lock & key assembly segment, Minda Corp commands 

market share of ~33-35% with content per vehicle in this sub-segment at ~| 

400-450 per vehicle. Transition towards premium products like smart key is 

the fundamental driver for this division. In wiring harness segment, MCL is 

one of the leading wiring harness players with ~30%+ market share 

domestically. Total ~50% revenue of this segment comes from 2-Ws that 

have seen content increase to the tune of ~2-2.2x due to BS-VI transition. 

Rest ~40% revenues of this segment comes from CV space, which is on the 

cusp of a cyclical recovery while the rest ~10% is constituted by tractors. 

The present margin trajectory in this segment is in the range of ~7% with 

import content at ~30%. Increasing electronic content in automobiles and 

localisation of raw material are key fundamental drivers for this division. 

Valuation & Outlook 

With a history of capital efficient operations, net debt free B/S (September 

2020) and presence across new model launches like Mahindra Thar & Bajaj 

Chetak, we believe the risk-reward is favourable at MCL. Hence, we assign a 

BUY rating. We value it at | 105 i.e. 15x P/E on FY22E-23E average EPS of  

| 7.0. We are enthused by MCL’s intent to clock ~12% margins & ~20%+ 

RoIC in future and would closely monitor its forward journey, consistency in 

performance for any further upgrades in our fair value calculation. 

 

Particulars 
 

Particulars Amount 

Market capitalisation (₹ crore) 2,030    

Debt (FY20, ₹ crore) 532       

Cash & Inv. (FY20, ₹ crore) 472       

EV (₹ crore) 2,090    

52 Week High/Low (₹) 122/ 53

Equity capital (₹ crore) 47.7      

Face value (₹) 2.0       
 

 

Key Highlights 
 

 Leading auto ancillary player with 

capital efficient operations and net 

debt free B/S. It is well poised for 

profitable growth journey ahead post 

Minda KTSN hive-off 

 Trades at inexpensive valuations i.e. 

~11x P/E on FY23E. Risk- reward is 

favourable. We assign BUY rating 

 

Risks to our call  
 

 

1) Delay in margin recovery  

2) Unrelated inorganic acquisition 

 
  

Price performance 
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P&L Account (₹ crore) FY20 FY21E FY22E FY23E

Sales 2,813.1        2,300.0          2,760.0       3,036.0        

EBITDA 249.9           180.0            303.6          341.6           

EBITDA margin (%) 8.9              7.8                11.0           11.3            

PAT (199.8)          43.8              151.5          183.9           

EPS (₹) (8.8)             1.8                6.4             7.7              

Balance Sheet (₹ crore)

Equity 45.3            47.7              47.7           47.7            

Net Worth 975.0           1,097.4          1,233.7       1,399.2        

Gross Debt 532.0           482.0            432.0          382.0           

Gross Debt: Equity (x) 0.5              0.4                0.4             0.3              

Net Debt 60.0            (68.0)             (168.0)         (268.0)          

Return Ratios (%)

RoE (20.5)           4.0                12.3           13.1            

RoCE 8.8              4.4                11.0           11.9            

RoIC 12.8            6.8                17.2           18.7            

Valuations (x)

P/E NM 46.3              13.4           11.0            

EV/EBITDA 8.4              10.9              6.1             5.2              

P/B 2.1              1.9                1.6             1.5              
 

 

Financial story in charts 

Exhibit 1: Trend in revenues and margins 

 

Source: Company, ICICI Direct Research 

Exhibit 2: Trend in profitability (PAT) 
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Source: Company, ICICI Direct Research 
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Revenues EBITDA Margins (RHS)

Post restructuring and Covid impacting FY21E, 

revenues at MCL are seen growing at a CAGR of 

~15% over FY21E-23E. Margins in the aforesaid 

period are seen improving to 11.3% by FY23E 

MCL took an exceptional charge amounting to ~| 

300 crore thereby writing off its equity investment in 

Minda KTSN in FY20. Consequently, it reported a 

loss of ~| 200 crore in FY20. Going forward, we 

expect it to clock a PAT of ~| 150 crore in FY22E 

and ~| 180 crore in FY23E 

 

Key Financial Summary 

 

 

Source: Company, ICICI Direct Research 
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Exhibit 3: Trend in return ratios  

 

Source: Company, ICICI Direct Research 

 

Exhibit 4: Diversified product profile 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Customer profile 

 

Source: Company, ICICI Direct Research  
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MCL has a history of capital efficient operations. 

Going forward, post restructuring incurred in FY20, 

we expect capital efficiency to improve with MCL 

seen at clocking ~20% RoIC by FY23E 
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Exhibit 6: EV foray – commenced supplying some EV components to OEM’s 

 

Source: Company, ICICI Direct Research  

 

Apart from the above segments, Minda Corporation has three JVs under 

which it manufactures: (i) Instrument Cluster (Minda Stoneridge, 51% stake), 

(ii) door handles for PV (Minda Vast, 50% stake) and (iii) wiring harness for 

the PV segment (Furukawa Minda, 25% stake). 

Exhibit 7: Joint ventures 

 

Source: Company, ICICI Direct Research; Note - The contribution of these JV’s is accounted under profit from associates  
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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, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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ANALYST CERTIFICATION  

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), and Jaimin Desai, CA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect 

our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that 

above mentioned Analysts of this report have not received any compensation from the 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. ICICI Securities Limited is a SEBI registered 

Research Analyst with SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank 
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ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship 

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the 

securities or derivatives of any companies that the analysts cover.  

 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as 

such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may 

not match or may be contrary with the views, estimates, rating, target price of the Institutional Research. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected 

recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would 

endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 

Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 

circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein 

is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sel l or subscribe for securities or other financial instruments. Though disseminated to all the customers 

simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who 

must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. 

The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities 

whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.  

 

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.  

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-

managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.  

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other 

benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of 

interest at the time of publication of this report.  

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of 

the research report.  

 

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this 

report.  

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  
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