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QUICK TAKE: MOTHERSON SUMI SKIDS AS PROFITS DROP

e e Shares of Motherson §umi dipped 9% after it r;;;d:r: g:ir: :f wh%h
Motherson sumip/\ . reported ak2% drop in June quarter profits amid ’ will keep prices down
global slowdown and accounting changes. Analysts ~ Will encourage
00 say India financials were positive. The stock now  capital misallocation”
trades at13 times FY21 earnings estimates, which NILESH SHAH,
Aagh N el analysts say is attractive for long-term investors MD, Kotak Mutual Fund

Slowdown takes a toll on Bosch's revenues

Transition

to BSVI,
electrification
challenge amidst
lowervolume
offtake to impact
growth outlook
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RAM PRASAD SAHU

The largest auto compo-
nents maker by market cap-
italisation, Bosch reported a
subdued April-June quarter
numbers,  which  were
below Street expectations.,
Revenues, 85 per cent of
which comes from the auto-
motive segment, were down
13.5 per cent over the year-
ago ¢uarter. Higher com-

modity and  foreign
exchange costs on-a weak
revenue base impacted

gperating profit, which fell
by 23 per cent. Margins
were down 141 basis points
over the March quarter to
17.4 percent.

The management
believes that the slowdown
will imipact auto sector
growth in 2019-20 and there
might be a spillover of the
same in 2020-21. The com-
pany believes slowdown is
structural rather than cycli-
cal and may take 1-2 years
before growth comes back.

What has pulled down

growth, according to the
management, is the non-
hanking financial compa-
nies’ crisis, cost increase due
to upfront insurance
charges, uneven monsoons,
relaxation of axle-load
norms, shift in technology,
and the uncertainty in tim-
ing related to the introduc-
tion of electric vehicles,
"“The multiple challenges for
the sector have come at a
time when there s slow-
down in the economy,” said
Soumitra Bharttacharya,
managing director, Bosch.
In addition te the slow-
down in the sector, there are
specific challenges for
Bosch. The transition from
Bharat Stage (BS) IV to BSVI
emission standards would
mean a transition away from
diesel to petrol vehicles.
Further the cost increase in
the case of diesel vehicles
will be much more than in
petrol vehicles, The expect-
ed lower offtake of diesel
vehicles, where it has asig-
niﬂz:am presence, will hurt

the company's powertrain
division. While its market
share in the petrol power-
train segment s rising and
Is around a third, it forms
less than a fifth of revenue,
given that the company has
been a late entrant in the
category.

Given the challenges due
to BSVI transition as well as
electrification, the company
indicated it has been
restructuring its opeérations,
which include rightsizing
employees, reskilling, and

redeployment. The compa-.

ny had to take a hit of
¢82 crore in the June quarter
1o account for these restruc-
turing costs,
While the stock shed over
5 per cent in trade due to

weak June quarter results
and a muted outlook, it is

down by a third over the

past one year. Given the

falling  volumes for
automakers and ﬁ.mher
€ ON revenues, ana
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in the near term.
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