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Mahindra & Mahindra Ltd.’s profit for the quarter ended June fell missing
estimates as India’s automakers are yet to see signs of revival from the worst
slowdown in a decade.
Mahindra and Mahindra (M&M) posted 80% rise in net profit to Rs 2259.74 crore on 4% drop in
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topline to Rs 12,805.47 crore for the first quarter ended June 2019. But it was EO income of Rs
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bottomline. Else, at the PBT before EO level, the company registered 25% drop in profits to Rs
1371.39 crore.
In the first quarter, M&M's total auto sales stood at 1,23,690 units as against 1,30,484 units in
the year-ago period, down 5%. Tractor sales decreased 15% yoy to 82,013 units.
Mahindra Vehicle Manufacturers Limited (MVML), located at Chakan near Pune, was set up as
a 100% subsidiary of the company with a view to sourcing contemporary products for
expanding the market offerings of the company. Hence, it is a critical part of its business and
only the combined results of the company and MVML will provide a comprehensive view of
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51bps at 67.9%. Employee expenses rose 50 bps to 6.77%. Other expenses (all as a % to
sales, net of stock) rose 77 bps to 11.29%.
Other income was 1%lower at Rs 191.89 crore. Interest cost decreased by 30% to Rs
30.17crore. The depreciation cost rose 36%at Rs 583.88crore.
Thereafter, PBT before EO fell 25% to Rs 1371.39 crore. The company incurred an EO income
of Rs 1367 crore during the quarter vis a vis income of Rs 24.52 crore during the quarter.PBT
after EO shot up by 48% at Rs 2738.44 crore. PAT settled 80% higher at Rs 2259.74 crore after
20% drop in tax provision at Rs 478.7crore (1480 bps drop in tax rate).
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M&M and MVML: Combined Segment Results
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Exceptional items in financial results of Rs. 1367.05 crores for the quarter ended 30th June 2019
mainly represents gain on disposal of interest in subsidiaries and change of status from
subsidiary to joint venture.
The PBIT margin of auto segment was at 6.5% (vis a vis 9.4%) thereby leading to 32% drop in
PBIT at Rs 518 crore. Farm equipment segment's PBIT margin was lower at 19% (vis a vis 21%)
leading to 19% drop in PBIT at Rs 845 crore. Revenues from auto sector fell 1% while that from
FES sector fell 12%.
Outlook
The IMF has pared down its projections yet again for global as well India's growth in its latest
July 2019outlook. Domestically, data broadly paints a picture of subdued demand, notably in
private consumption with firms and households continuing to hold back spending. The RBI has
also scaled down the projection of GDP growth for 2019-20 to 7.0% from 7.2% earlier.
Monsoon, which is crucial for farm output and growth, has played catch up lately, thanks to
copious July rain fall, after a delayed and patchy start. The India Meteorological Department
(IMO) has forecast a zero-deficit monsoon in the second half of season, which bodes well for
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cumulative rainfall as well as Kharif acreage. The resultant precipitation and soil moisture could
also turn out to be positive for Rabi crops.
The RBI has cut policy rates by 75bps thus far and is likely to remain accommodative. The
lagged effect of interest rate cuts, liquidity infusion and targeted fiscal spending post budget,
especially government actions on improving incomes for farmers, cash transfers and sops for
affordable housing, could provide support to growth going forward. However, given the current
challenging global and domestic growth environment, a concerted policy effort will be required
to prop sentiment, put a floor under consumption and revive growth.
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