Light House Update

Mahindra Logistics Ltd

o o
CMP —3465.1/- View — Accumulate

Sector -Transportation-Logistics

Il WAY2WEALTH

4% February 2021
Quarterly Result Highlights

Important Statistics

>

Strong Auto recovery and benefits out of FY20 orders —
Mahindra Logistics’ (MAHLOG) Q3FY21 consolidated revenue grew by a
strong 15% YoY to ¥10,467mn led by SCM (+24%YoY) while the
mobility segment lagged (-60% YoY). The revenue were driven by
recovery in auto, mainly tractor demand , benefit of new contract wins
— contribution of top-20 clients now below 60%, support of festive
demand and further sustained growth in nhon-M&M side despite some
impact of supply-chain disruption in the cross-border consumer
durables and electronics business. The company continued to witness
strong order intake for built-to-suit warehouses and bagged orders for
expanding distribution system for a leading pharma company in North
India, expanded into groceries, commissioned a large fulfillment center
in East India and also added industry majors in consumer durable and
defence sectors. Operating leverage benefits stemming from sturdy
topline growth lifted EBITDA margin by 39bps YoY to 5.2%, despite a
45bps contraction in gross margin to 9.9%. Supply-side challenges —
higher fuel cost, liquidity issues of transporters — added to cost
pressure and dented gross margins. Net Profit rose 18% YoY to
183mn.

SCM segment prints stellar recovery — Both M&M (~+20%YoY)
and Non-M&M (+~28%YoY) verticals brightened in Q3FY21, a first in
several quarters, catalyzing strong SCM growth. The non-Auto, non-
M&M segment grew 30% YoY due to festive season-led demand uptick
in key client verticals (e-com, consumer), deeper penetration at
existing clientele and traction in new accounts. Cyclical volume
recovery in the anchor client’s tractor and auto verticals boosted auto
segment growth (+20% YoY). New initiatives — B2B express (+40%
YoY) and freight forward (+90%) — continue to gather steam. The
company also witnessed higher ton-mile coverage and strong growth
due to good Kharif output. The company also saw some of its gains
getting erased by higher diesel prices and stress in the enterprise
mobility segment.

Increased digital footprints — Post pandemic, companies (FMCG,
consumer durable, etc) are reviewing their supply chains and
increasingly looking at Omni-channel presence & B2C models.
Specialised 3PL companies in such environments can provide reduced
logistics costs, better turnaround time to each client on greater
efficiency, lower capex, better utilisation level compated to each
company'’s internal logistics operations. Given the company’s strong
B2B and B2C expertise in warehousing, first-mile, last-mile, line-haul,
the changing situation presents a good opportunity to expand its
relation with existing clients as well as win newer clients.

Opportunity from Covid vaccine distribution. The company
remains focused on building long-term cross-border solutions for
vaccine storage and distribution as it presents good opportunities
across warehousing, transportation logistics and last mile delivery

Mobility business remained impacted by pandemic and the
company added a few accounts in manufacturing and ecommerce to
offset the impact of slowdown seen in IT and financial services for the
mobility segment.
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»  Sustained efforts to improve margins by offering warehousing
led service offering — The company has rationalised a lot of extra
costs across business and expects to improve gross margins by 50 bps
in a year and 100 bps in two years. This will be driven by improved
operating leverage as volumes improve, mix improvement in favor of
more warehousing led service offering along with increased usage of
technology.

View — Accumulate

View

MAHLOG's focus on offering an integrated solutions basket is bearing fruit,
as evident from steady new client wins and strong traction in new initiatives.
In the near to medium term, Auto upscale bounds well for the company
both from the M&M and Non-M&M segments along with externalities
providing impetus to restructuring of existing supply chains. The company
has been strengthening its cash position during the pandemic. Also, with a
changing client profile (addition of non-auto clients), it has been able to
leverage the situation by enhancing high margin warehousing, value-added
services component in its revenue mix. The company is likely to sustain
it growth momentum in the auto and non-auto segments, hence we
view it as an ACCUMULATE.
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Key Performance Parameters
(¥ mn)
Particulars Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%) 9MFY21 9MFY20 YoY (%)
Net revenues 10,467 9,080 15.3 8,326 25.7 22,897 26,594 (13.9)
Gross margin 1034 939 10.1 824 25.5 2,257 2,680 (15.8)
Gross Margin (%) 9.9 10.3 9.9 9.9 10.1
EBITDA 547 424 29.0 373 46.6 881 1,203 (26.8)
’E:Z;';TDA bl 52 47 45 3.8 45
Net Profit 183 155 18.1 150 22.0 174 454 (61.7)
Diluted EPS (%) 2.6 2.2 2.1 2.4 6.3
Segmental Q3FY21  Q3FY20 YoY (%) Q2FY21 QoQ (%) 9MFY21  9MFY20 YoY (%)
SCM 10,098 8,169 23.6 8,039 25.6 22,063 23,731 (7.0) 2
Gross Profit 1,008 853 18.2 808 24.8 2,221 2,414 (8.0) N
Gross Margin (%) 10.0 10.4 10.1 10.1 10.2 2
fd':)tfirlftcse 369 911 (59.5) 287 28.6 834 2,863  (70.9) —
Gross Profit 26 86 (69.8) 16 62.5 35 266 (86.8) ug_
Gross Margin (%) 7.0 9.4 56 4.2 9.3 —+
Total 10,467 9,080 15.3 8,326 25.7 22,897 26,594 (13.9) g
Source: Company Filing, Way2wealth Research 5
(0]
(®mn) I
SCM Revenue breakup  Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ(%) 9MFY21 9MFY20 YoY(%) >
Mahindra 5,084 4,243 19.8 4,165 22.1 10,970 13,370 (18.0) fo)
Non-Mahindra 5,015 3,926 27.7 3,874 29.5 11,094 10,362 7.1 c
Total 10,098 8,169 23.6 8,039 25.6 22,063 23,731 (7.0) 9?
Source: Company Filing, Way2wealth Research o
D
(Zmn) a
SCM Revenue by o o o O
Service breakup Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ(%) 9MFY21 9MFY20 YoY(%) 2
Transportation 8,084 6,537 23.7 6,344 27.4 17,150 19,119 (10.3) (=
Warehousing & VAS 2,015 1,632 23.5 1,695 18.9 4914 4,613 6.5 <
Total 10,098 8,169 23.6 8,039 25.6 22,063 23,731 (7.0) ®

Source: Company Filing, Way2wealth Research

(®mn)

e e Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ(%) OMFY21 9MFY20 YoY(%)

Industry breakup

Auto 5,971 4,997 19.5 4,868 22.7 12,914 15,497 (16.7)
Non-Auto 4,127 3,172 30.1 3,171 30.1 9,149 8,235 11.1
Total 10,098 8,169 23.6 8,039 25.6 22,063 23,731 (7.0)

Source: Company Filing, Way2wealth Research
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NON-MAHINDRA SCM BREAKUP

Warehousing 33 31 35 Non-Auto 82 78 83
Transportation 67 69 65 Auto 18 22 17

Source: Company Filing, Way2wealth Research

(®mn)

Transportation 3,376 2,707 24.7 2,530 33.4 7,261 7,041 3.1
Warehousing & VAS 1,639 1,219 34.5 1,344 21.9 3,833 3,321 15.4
Total 5,015 3,926 27.7 3,874 29.5 11,094 10,362 7.1

Source: Company Filing, Way2wealth Research
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Auto 891 4,997 (82.2) 706 26.2 1,952 2,318 (15.8)
Non-Auto 4,124 3,172 30.0 3,168 30.2 9,142 8,044 13.6
Total 5,015 8,169  (38.6) 3,874 29.5 11,094 10,362 7.1

Source: Company Filing, Way2wealth Research
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Disclaimer

Analyst Certification: I, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Mahindra Logistics Ltd. as on 04 February 2021

Name of the Security Mahindra Logistics Ltd
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No Yes

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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