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Q4FY22 Result Highlights Important Statistics
>  Growth in Domestic and Export markets continues — Cummins India MCAP (% bn) 3285.38
Q4FY22 Revenue was at ¥14.9bn ~+20% YoY/~-14% QoQ with Domestic 52-week H/L (3) 1162/772
sales growth of 7.4% YoY (-17% QoQ) to %10.3bn.Powergen segment NSE Cod CUMMINSIND
rew ~33% YoY to %4.7bndriven by data center, industrial, pharma sl
g ' ’ ' BSE Code 500480

residential and commercial real estate. Demand is strong for both HHP and
LHP nodes while HHP is facing supply-chain issues currently. The company
expects data center growth to remain strong for the next 5-8 years. The Shareholding Pattern Mar'22 (%)
Industrial segment degrew 29% YoY to %1,9bn due to slower pickup in

. Promoter 51.0
construction and compressor segments. The company expects the DII 25 4
construction segment to pick up from FY23 along with rail, defense and :
marine.Distribution & spares segment grew ~10% YoY (-18% FII 10.5
QoQ)toZ3.7bn driven by part sales, rebuild engines and service revenues. Public &Others 13.1
The company expects this distribution segment to continue to grow in
double digits for the next few years as they are also introducing more Financials
products beyond products manufactured by itself. Exports grew by ~66% Zmn)
YoY to %4.23bn defying seasonality. HHP was at ¥2,030mn (+50%

YoY/+5% QoQ), LHP was at %1,870mn (+ 97% YoY, -14% Earticulars gvio __FV20  FY21  FY22P
QoQ).Geography-wise break up for Q4FY22 — HHP — Asia pacific 730mn, Revenues 56,590 51,577 43,292 61,404
Latin America — ¥330mn, Middle East — ¥350mn, Europe — I460mn, Africa — EBITDA 8,641 5,863 5,795 8,851
%190mn. LHP — Latin America — I640mn, Asia pacific — ¥230mn, Europe — EBITDA

7460mn, Middle East- ¥360mn, Africa — ¥18mn.The key concern is gross  wargin (%) L 114 S 144
margin, which declined by 117 bps to 32% adversely impact by RM Adjus.Net

pressurewhich is a transient phenomenon that would go away by Q2FY23if 7,226 6,294 6,179 7,543

commodity prices remain stable as per the management. The company tried

to offset the impact to an extent by price increases, mix changes and cost ERS (%) 201 234 223 320
containment activities. However, there is a lag time of 1-1.5 quarters for DPS ) A Sl ol .
price hikes to get reflected. The overall environment continues to remain RGElEo) TS 155 Tkt 12
uncertain regarding commodity prices.On a monthly basis, the company is  RoCE (%) 238 17.2 17.8 21.1
catering to 80-85% of the demand in its order book. It attributed the same = P/E(X) 394 44.0 46.2 37.8

to supply-chain constraints in the powergen, exports and distribution EV/EBITDA
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segments. The management expects the situation to continue for another (x) 328 4.0 961 304
1-2 quarters. P/BV (X) 6.9 6.8 6.5 5.9
> Cummins is looking constructively at business opportunity from
power ministry’s directive — The management shared early signs of _ Particulars FY23E FY24E
customers considering moving away from diesel gensets and benefitting its REvEnIEs 68,558 82,391
LNG/PNG-based gensets. It is also looking forward to higher demand for EBITDA 9,987 13,421
gensets arising from the move towards renewables becoming larger part of EBITDA Margin (%) 146 16.3
grid capacity, a phenomenon that it has seen happening globally. If the  agjus.Net Profit 9,468 12,801
government cannot provide 24x7 power to obviate gensets in the near term, EPS (3) 34.2 46.2
the company expects to benefit from the related prime mover demand for DPS ) 19.0 20.0
gensets. ROE (%) 18.6 21.8
> No impact of global slowdown seen on the business currently - RoCE (%) 22.4 23:5
Cummins has not faced any demand-related issues so far in its domestic as RIS S0 27
well as exports. Demand has continued to remain strong across end market EV/EBITDA (x) 25.3 215
segments. Cummins has in fact highlighted supply-chain bottleneck to be BT <] =

more of an issue than the demand slowdown. It has already pulled out of Source: Company, Way2Wealth
Russia and the Indian entity is not much impacted by these.

»  The company believes that the current trend of strong demand environment
will continue from both domestic and global markets. It is closely watching
the impact of higher inflation, supply-chain bottleneck and hence in view of
uncertainty regarding these, it refrained from giving any guidance for FY23.
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Cummins has seen robust demand and inquiry pipeline across segments in both
domestic and export markets. Demand for power gensets has been good so far
due to coal shortage and frequent power outages despite the government
notification in Apr'22 to dissuade the use of diesel generator sets. LHP is
witnessing good demand due to peak summer and power outages.CPCB-4 plus
are the tightest emission norms and Cummins has invested in the technology and
therefore expects to be a front runner when the norms are implemented in 2023.
Cummins’ strong parentage and technological capabilities give it an edge over
competitors. The company’s innovative products and solutions, market leadership
particularly in HHP in the domestic market, and expectations of robust growth in
exports make us positive on its prospects. The company has begun to witness the
benefits arising from a strong revival in key segments such as power generation,
construction, and mining, which are expected to sustain going forward. Cost
initiatives undertaken by the company have been yielding benefits in terms of
improved OPM. The company expects healthy demand from data centres,
healthcare, commercial realty, pharma and manufacturing industries. The
company expects double-digit growth from data centres for the next 5-8 years as
the company is strongly positioned in this space. The company is planning to
become carbon neutral by 2050 versus India’s target by 2070. The company
expects demand for diesel to rise for few years before moving towards alternate
technologies. It expects higher disruption in the low KV segment where the
company has no major presence. We expect an upside as emission table rating
change in Powergen to drive market share gains, new product launches especially
in railways and minimal capex requirement to drive free cash flows. Hence, we
continue to view it as ACCUMUALTE stock trading at P/E 22.3x FY24E EPS of
%46.2.
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Financial Performance Standalone
(T mn)
Particulars Q4FY22 Q4FY21  YoY(%) Q3FY22 QoQ(%) FY22 FY21  YoY(%)
Operating Income 14,936 12,465 19.8 17,350 (13.9) 61,404 43,292 41.8
Cost of materials consumed 9,385 6,921 35.6 9,523 (1.4) 35,946 23,446 53.3
Purchase of Stock in trade 1,322 1,885 (29.9) 1,494 (11.5) 5,484 4,347 26.2
Changes in Inventories, WIP & SIP (551) (476) 15.9 556 (199.1) (362) (186) 94.5
Total Raw Material Cost 10,156 8,330 21.9 11,573 (12.2) 41,068 27,606 48.8
Staff Expenditure 1,428 1,336 6.9 1,609 (11.2) 5,956 4,926 20.9
Other Expenses 1,285 1,124 14.3 1,463 (12.1) 5,529 4,965 11.4
EBITDA 2,066 1,675 23.4 2,705 (23.6) 8,851 5,795 52.7
Other Income 766 1,116 (31.4) 866 (11.5) 2,875 3,702 (22.3)
Depreciation 347 306 13.5 349 (0.4) 1,340 1,255 6.8
EBIT 2,485 2,485 0.0 3,222 (22.9) 10,386 8,241 26.0 2
Interest 48 33 48.2 27 78.9 115 162 (28.9) N
Exceptional items - - - - - 1,324 - NM 2
PBT 2,437 2,452 (0.6) 3,195 (23.7) 11,595 8,080 43,5 r—
Tax 545 595 (8.4) 786 (30.6) 2,728 1,901 43.5 J-Qh
Net profit 1,892 1,857 1.9 2,410 (21.5) 8,867 6,179 43.5 Z
Adjus.Net Profit 1,892 1,857 1.9 2,410 (21.5) 7,543 6,179 22.1 =
Reported EPS 6.8 6.7 8.7 32.0 22.3 8
wn
- ()
D e engiCees e b Q4FY22 Q4FY21 BPS Q3FY22 BPS  FY22  FY21 BPS 1
Sales >
Raw Material Cost 68.0 66.8 117 66.7 129 66.9 63.8 312
Staff Cost 9.6 10.7 (115) 9.3 29 9.7 11.4 (168) '8
Other Expenses 8.6 9.0 (41) 8.4 17 9.0 11.5 (247) ‘—_;
>
Margins (%) Q4FY22 Q4FY21 BPS Q3FY22 BPS FY22 FY21 BPS LY
EBITDA 13.8 13.4 40 15.6 (176) 14.4 13.4 103 2
EBIT 5.1 9.0 (382) 5.0 14 4.7 8.5 (387) 8
PBT 2.3 2.5 (13) 2.0 31 2.2 2.9 (72) ()
NPM 16.6 19.9 (329) 18.6 (193) 16.9 19.0 (212) pr
Source: Company, Way2Wealth 2"
(0]
Segmental Revenues
(T mn)
Particulars Q4FY22 Q4FY21 YoY (%) Q3FY22 QoQ (%) FY22 FY21 YoY (%)
Domestic 10,310 9,600 7.4 12,420 (17.0) 43,900 31,102 41.1
-Power Generation 4,710 3,550 32.7 5,010 (6.0) 19,580 11,320 73.0
-Industrial 1,910 2,680 (28.7) 2,910 (34.4) 9,480 7,740 22.5
-Distribution & Spares 3,690 3,370 9.5 4,500 (18.0) 14,840 12,042 23.2
Exports 4,230 2,550 65.9 4,400 (3.9) 16,100 12,224 31.7
Segment wise sales 14,540 12,150 19.7 16,820 (13.6) 60,000 43,326 38.5
Other operating income 396 315 25.5 530 (25.3) 1,404 (34) 4,278.6
Total Sales 14,936 12,465 19.8 17,350 (13.9) 61,404 43,292 41.8

Source: Company, Way2Wealth
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Quarterly Trend

(% mn)
Sales 13,430 13,084 14,534 10,528 4,982 11,602 14,243 12,465 11,845 17,274 17,350 14,936 19.8 (13.9) 61,404 43,292 41.8
EBITDA 1,514 1,525 2,158 667 29 1674 2417 1,675 1,488 2,592 2,705 2,066 23.4 (23.6) 8,851 5795 52.7
EBITDA
Margin 11.3 11.7 14.8 6.3 0.6 14.4 17.0 134 12.6 15.0 15.6 13.8 40 (176) 14.4 134 103
(%)

Net Profit 1,415 1,833 1,862 1,183 526 1,456 2,341 1,857 1,043 2,199 2410 1,892 1.9 (21.5) 8,867 6,179 435
Source: Company, Way2Wealth

Financials & Valuations

i? mnl)

Revenues 56,590 51,577 43,292 61,404 68,558 82,391
EBITDA 8,641 5,863 5,795 8,851 9,987 13,421
EBITDA Margin (%) 15.3 11.4 13.4 14.4 14.6 16.3
Adjus.Net Profit 7,226 6,294 6,179 7,543 9,468 12,801
EPS ) 26.1 23.4 22.3 27.2 34.2 46.2
DPS (%) 17.0 14.0 15.0 18,5 19.0 20.0
ROE (%) 17.9 15.6 14.4 17.2 18.6 21.8
ROCE (%) 23.8 17.2 17.8 21.1 22.4 23.5
P/E (x) 39.4 44.0 46.2 37.8 30.1 22.3
EV/EBITDA (x) 32.8 44.0 46.1 30.4 25.3 21.5
P/BV (x) 6.9 6.8 6.5 5.9 5.4 5.0
Net Debt/Equity (x) 0.1 0.1 0.0 0.1 0.1 0.1
Cash Balances 7,379 4,538 9,652 14,267 17,526 19,897
FCF 2,767 3,623 6,738 (7,533) 5,387 9,236

Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, 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 Cummins India Ltd. as on 31 May 2022
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Name of the Security Cummins India Ltd
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information

contained

Financial Interest No

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/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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