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Company Background 

MRF Ltd (MRF) is India’s largest tyre manufacturer and ranked amongst the top 20 global tyre 
manufacturers, with 10 state-of-the-art factories across India. It is also India’s largest Original Equipment 
Manufacturer (OEM) tyre supplier with an extensive tyre range from two-wheelers to fighter aircrafts. 
MRF has a strong R&D support and marketing team with a wide distribution network. 

Chairman and Managing Director’s Message – Summary 

The Chairman and Managing Director’s message talks about the following points which are narrated 
below: 

 The forecast of a normal monsoon and its timely onset has boosted the expectations of a bumper 
crop output and it augurs well for the rural economy. This can strengthen rural income and demand 
for two-wheelers and tractors. Thus, a recovery in the rural economy will be a relief to the Indian 
tyre industry. 

 Its been few months that the Government lifted the lockdown but the company is still finding its 
way to establish economic levels of production. 

 The demand for tyres, particularly from the Farm and Commercial Sector has not been affected 
much and the company is able to cater to these market segments. Government’s initiative, 
prohibiting the import of tyres is a welcome relief for the sector and company. 

Management Discussion & Analysis – Summary 

 In FY20 company has partly commissioned Phase 1 of its greenfield unit at Dahej Industrial Area, 
Vagra Taluka, Bharuch district in Gujarat. 

 A new green field plant at Anambakkam near Chengalpet, Tamil Nadu is on the verge of 
completion and likely to commence commercial production from September 2020 with a capacity 
to produce 8,400 kl p.a. of water-based paints. 

 Company has four subsidiaries viz. MRF Corp Ltd, MRF International Ltd, MRF Lanka (P) Ltd and MRF 
SG PTE. Ltd. The aggregate turnover of all four subsidiaries in FY20 was Rs. 1,881 cr and the 
aggregate PAT was Rs. 27 cr. 

 No technology was imported during the last 3 years and MRF is self-reliant on tyre technology for 
several decades. 

 There was an overall decrease in all segments of the company adding up to a 3.5% YoY decrease in 
total tyre production - Heavy Commercial Vehicle segment (↓3% YoY), Light Commercial Vehicle 
tyres (↓3% YoY), Small Commercial Vehicle tyres in the 4-wheeled segment (↓5% YoY) and 3-
wheeled segment (↑3% YOY), Passenger & Sports Utility Vehicle (SUV) (↓10% YOY), Farm segment 
(↓6% YoY), Motorcycle and Scooter segments (↓1% and 5% YoY respectively) and Off-The Road 
Tyre (OTR) segment (↓9% YoY). 

 Company expects that the countries like Africa, Middle East, SAARC & some ASEAN countries will 
continue to drive growth in export markets in the coming years. However, import restrictions and 
increased regulations in countries like Indonesia & Thailand will act as a dampener to growth. 
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 Capital expenditure on R&D in FY20 was Rs. 35 cr (Rs. 56 cr in FY19). Inorder to continue 
excellence in technology and product performance, in addition to the robust in-house R&D, 
company started R&D projects with Indian and Foreign Universities and Research Institutes.  

 MRF is working on a multipronged strategy to improve the sustainability of tyre manufacture which 
includes reduction in CO2 emission by developing low RR tyres which are approved by Indian and 
global passenger car OEMs.  

 Company also made some changes in the raw material mix for two wheeler and passenger car tyres 
to improve environmental friendly nature of its products. 

Company’s Products and New Launches 

 Company launched ‘Truck Radials - MRF Steel Muscle S3C8 Plus 11.00 R 20’ for Construction 
Trucks which are predominantly on overloads are shifting gradually to the size 11 x 20 from the 
existing 10 x 20 and has gained traction in the market. 

 Two wheeler tyres - MRF Nylogrip Ezeeride were launched which is a premium street pattern tyre 
and has been introduced in 13 sizes covering a wide range of motorcycles for front and rear 
fitments in tube type and tubeless variants. 

 Company also launched ‘Farm tyres - MRF Shakti Life N4’ which is a front fitment tyre of 8.00-16 
size used in 4-wheel drive tractors with low HP (<25hp). These smaller HP tractors are used 
primarily in small land holdings like plantations, orchards, vineyards etc. The tyre is supplied to 
OEMs like Captain, Kubota, M&M and VST Tillers. 

 MRF was at the forefront of OE fitment for BS-VI ready vehicles with its range of high-tech tyres like 
‘MRF Wanderer Street’ (for Hyundai Venue, Kia Carnival, Maruti Brezza and Tata Nexon EV) and 
‘MRF ZVTV’ (for Honda City, Hyundai Grand i10 Nios and Aura, Maruti S-Presso, Renault Triber and 
the Tata Altroz). 

 MRF continues to set benchmarks in tyre care and ‘MRF Musclezone’ is its newest retail brand 
which is a state-of-the-art service facility for commercial vehicles with services like wheel alignment, 
wheel balancing, nitrogen filling and many more.  

 There are currently 8 Musclezone outlets in the country including newly inaugurated outlets in 
Sivakasi and Ahmednagar. 

 MRF’s ‘Vapocure Paints’ business posted a volume growth of 11% YoY and a value growth of 9% 
YoY in FY20 which was truncated due to COVID-19. 

 Company launched economy wall finishes Campus Exterior Emulsion, Visa Interior Emulsion along 
with Economy Wall Primers for Exterior and Interior. SPECTA PU Enamel was also launched to 
satisfy the need foran enamel paint in the market. 

 258 Waterbased Tint Machines have been installed pan-India and has plans for installations of 
more machines for expansion of its paint segment. 

 ‘Paint Preview’ services were launched for B2C customers along with sampling for wall finishes 
which helped convert sites. 



MRF Ltd.  
Sector: Tyres 

SMIFS Limited 

5F, Vaibhav, 4 Lee Road, Kolkata – 700020, India 

Page No. 

 3 

Annual Report  
Analysis FY20 

CMP: INR 58,549 M.cap: INR 24,591 cr Promoter Holding: 27.88% 

September 04, 2020 

Industry structure and developments 

 The automobile industry was affected by an overall slowdown in the economy. In FY20, there has 
been a 14% drop in new vehicle production. 

 While the domestic production grew at a 7% CAGR between FY15-19, there was a negative growth 
of 15% in FY20. The decline was seen across vehicle segments. Exports also witnessed a decline with 
steep declines in Medium and Heavy Commercial Vehicles (M&HCV) but Passenger Vehicles and 2 & 
3 wheelers managed to show positive growth. 

 M&HCV went through turmoil in FY20 with a 47% decline in production for the full year. Imminent 
transition to BS-VI norms resulted in postponement of purchases. 

 The 2-wheeler industry recorded decline all throughout the year with decline was larger in 
Scooter space as compared to Motorcycle. Exports, however, recorded an increase. The segment 
saw launch of a number of new models including electric vehicles and MRF was the preferred 
choice of fitment in most of these new launches. 

 Tractor production declined by 15% in FY20 which was a cyclical impact but good monsoon is 
expected to show decent growth in agriculture sector. 

 Tyre industry enhanced capacity in FY20 but capacity utilization declined because of contraction 
in the Original Equipment (OE) segment. Tyre production recorded a negative 8% growth. 
Replacement sales declined marginally. The sharpest drop was in the Commercial segment. 
However, export of tyres registered an increase of 8%. 

 Automobile industry would see new trends in coming years with the industry trying to recover from 
the COVID-19 induced recession. There could be a preference for personal mobility with entry level 
vehicles standing to benefit. E-Commerce would see more traction which will drive sales of Light 
Commercial Vehicles. 2-wheelers also could see traction since they are used for last mile delivery. 

 Exports of tyres have seen good traction in the past few years, mainly due to increased demand 
and preference for Indian brands. Despite stiff competition from Chinese brands and those from 
other far eastern countries, export of Indian tyres registered good growth. The overall tyre 
exports is estimated to have grown in volume terms by 8% YoY on FY20. 

 The way forward for the Automobile industry and the Tyre industry is not clear given the 
uncertainties brought due to pandemic. The road to recovery will not be smooth given the impact 
on disposable incomes, consumer behaviour and credit availability. The bright spot would be the 
rural and semi urban areas. Tractors and 2-wheelers are likely to do better than other segments. 

 Company’s revenue from operations increased by 1% YoY to Rs. 16,239 cr and PAT grew by 26% YoY 
to Rs. 1,423 cr. 

 During the year, depreciation was higher at Rs. 982 cr (FY19 Rs. 807 cr) due to higher capitalization. 

 Company’s exports stood at Rs. 1,651 cr increased by 5% YoY as against Rs. 1,566 cr for FY19. 

 The net profit margin of the company increased from 6.75% to 8.55% due to reversal of deferred tax 
expenses of Rs. 397 cr. 

Financials FY20 (Consolidated) 
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 Debt Equity Ratio dropped from 0.14 to 0.10. The reason for the drop in debt equity ratio is that 
the company during the year repaid long term debt of Rs. 403 cr and also reversed an amount of 
Rs. 116 cr remaining in Debenture Redemption Reserve. 

 Board recommended a final dividend of Rs. 94 per share (FV of Rs. 10 per share) and had also 
declared two interim dividends of Rs. 3 each per share aggregating to Rs. 42 cr. 

 Uncertainties arising out of the COVID pandemic 

 Competition  

 Volatility in raw material prices 

Growth Outlook 

 Company, aided by its long track record, strong brand equity, stable relationships with OEMs, 
diversified presence across business & products segments and wide distribution network would 
continue to dominate the Indian tyre industry. 

 MRF’s operational profile remains strong supported by a well-balanced product mix and diversified 
segmental mix. 

 Its strong business profile, supported by its long operational track record and market leadership 
position in the domestic tyre industry, diversified segmental and product profile, strong brand-
pull and wide distribution reach shall aid the company in sustaining its growth going forward. 

Key Risks 
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Analyst Certification:  

I, Shreyansh  N.  Mehta,  MBA, Research Analyst of SMIFS Limited (in short “SMIFS / the Company”), authors and the names subs cribed 

to this Research Report, hereby certify that all of the views expressed in this Research Report accurately reflect our views about the 

subject issuer(s) or securities and distributed as per SEBI (Research Analysts) Regulations 2014. 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 Research Report. It is 

also confirmed that We/I, the above mentioned Research Analyst(s) of this Research Report have not received any compensation from 

the subject companies mentioned in the Research Report in the preceding twelve months and do not serve as an officer, director or 

employee of the subject companies mentioned in the Research Report. 

Terms & Conditions and Other Disclosures: 

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of Financial 

Products. SMIFS Limited is registered as Research Analyst Entity with Securities & Exchange Board of India (SEBI) with Registration 

Number – INH300001474.  

SMIFS and our associates might have investment banking and other business relationship with a significant percentage of companies 

covered by our Research Analysts. SMIFS generally prohibits its analysts, persons reporting to analysts and their relatives f rom 

maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.  

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without any notice. The 

Research 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 reprod uced in any 

form, without prior written consent of SMIFS Limited. While we would endeavor to update the information herein on a reasonabl e 

basis, SMIFS is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or o ther 

reasons that may prevent SMIFS 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 policies of SMIFS, in circumstances where SMIFS 

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

This Research 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 Research 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 sell or subscribe for 

securities or other financial instruments. Securities as defined in clause (h) of section 2 of the Securities Contract Act, 1956, includes 

Financial Instruments, Currency and Commodity Derivatives. Though disseminated to all the customers simultaneously, not all 

customers may receive this Research Report at the same time. SMIFS will not treat recipients as customers by virtue of their receiving 

this Research Report. Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a represent ation that 

any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in 

this Research 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 exe rcise 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. SMIFS accepts no liabil ities 

whatsoever for any loss or damage of any kind arising out of the use of this Research 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. The information given in this report is as of date of this report and 

there can be no assurance that future results or events will be consistent with this information. The information provided in this report 

remains, unless otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts and intellectual Properties 

remains the property and copyright of SMIFS and may not be used in any form or for any purpose whatsoever by any party withou t 

the express written permission of the SMIFS. 
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SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason in cluding 

network (Internet) reasons or snags in the system, breakdown of the system or any other equipment, server breakdown, 

maintenance shutdown, breakdown of communication services or inability of SMIFS to present the data. In no event shall SMIFS be 

liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or 

expenses arising in connection with the data presented by the SMIFS through this report. 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a) Exch ange Rates 

can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by numerous market factors , 

including world and notional economic, political and regulatory events, events in Equity & Debt Markets and changes in interest 

rates; and (c) Currencies may be subject to devaluation or government imposed Exchange Controls which could affect the value of 

the Currency. Investors in securities such as Currency Derivatives, whose values are affected by the currency of an underlyin g 

security, effectively assume currency risk. 

Since associates of SMIFS are engaged in various financial service businesses, they might have financial interests or benefic ial 

ownership in various companies including the subject company/companies mentioned in this Research Report.  

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i) from  time to 

may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged in any other transaction 

involving such Securities and earn brokerage or other compensation or act as a market maker in the Financial Instruments of the 

Subject Company/ companies mentioned herein or act as  an Advisor or Lender/Borrower to such Companies or have other 

potential/material Conflict of Interest with respect to any recommendation and related information and opinions at the time of the 

publication of the Research Report. Or at the time of Public Appearance. SMIFS does not have proprietary trades but mat at a future 

date, may opt for the same with prior intimation to Clients/ Investors and extant Authorities where it may have proprietary l ong/

short position in the above Scrip(s) and therefore should be considered as interested. The views provided herein are general in 

nature and do not consider Risk Appetite or Investment Objective of any particular Investor; Clients/ Readers/ Subscribers of  this 

Research Report are requested to take independent professional advice before investing. The information provided herein shoul d 

not be construed as invitation or solicitation to do business with SMIFS.  

SMIFS 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 Research Report as of the last day of the month preceding the publication of the Research Report.  

SMIFS encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Repo rt. 

Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have any material conflict of i nterest at 

the time of publication of this Research Report or at the time of the Public Appearance, if any.  

SMIFS 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.  

SMIFS or its associates might have received any compensation from the companies mentioned in the Research Report during the 

period preceding twelve months from the date of this Research Report for services in respect of managing or co-managing public 

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

from the subject company. 

SMIFS or its associates might have received any compensation for products or services other than investment banking or brokerage 

services from the subject companies mentioned in the Research Report in the past twelve months.  

SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subje ct 

companies mentioned in the Research Report or third party in connection with preparation of the Research Report.  

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.  
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The Research Analysts might have served as an officer, director or employee of the subject company.  

Neither the Research Analysts nor SMIFS have been engaged in market making activity for the companies mentioned in the 

Research Report. 

SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the information 

presented in this Research Report.  

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or www.bseindia.com, 

www.mcxindia.com and/or www.icex.com.  

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equi ty 

Research Analysis activities in last 3 years.  

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or 

located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use woul d be contrary 

to law, regulation or which would subject SMIFS and affiliates to any registration or licensing requirement within such jurisdiction. 

The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors.  Persons in 

whose possession this document may come are required to inform themselves of and to observe such restriction.  
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