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Disclaimer 
NOT FOR PUBLICATION OR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES  

This presentation has been prepared by Setco Automotive Limited (the “Company”) solely for information purposes without regard to any specific objectives, financial situations or informational needs of any particular 
person. By attending the meeting where this presentation is being made or by reading the presentation materials, you agree to be bound by following limitations:  

The information in this presentation has been prepared for use in presentations by the Company for information purposes only and does not constitute, or should not be regarded as, or form part of, any offer, invitation, 
inducement or advertisement to sell or issue, or any solicitation or initiation of any offer to purchase or subscribe for, any securities of the Company in any jurisdiction, including the United States and India; nor shall it, or 
the fact of its distribution form the basis of, or be relied on, in connection with, any investment decision or any contract or commitment to purchase or subscribe for any securities of the Company in any jurisdiction, 
including the United States and India. This presentation does not constitute a recommendation by the Company or any other party to sell or buy any securities of the Company. This presentation and its contents are not 
and should not be construed as a “prospectus” or “offer document” (as defined or referred to, as the case may be, under the Companies Act, 2013, as amended) or an “offer document” under the Securities and Exchange 
Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2009, as amended. Nothing in this presentation is intended by the Company to be construed as legal, accounting, tax or other advice. This 
presentation may not be copied, distributed or disseminated, directly or indirectly, in any manner. Furthermore, no person is authorized to give any information or make any representation which is not contained in, or is 
inconsistent with, this presentation. Any such extraneous or inconsistent information or representation, if given or made, should not be relied upon as having been authorized by or on behalf of the Company.  

This presentation has been prepared by the Company based upon information available in the public domain. This presentation has not been approved and will not or may not be reviewed or approved by any statutory or 
regulatory authority in India or by any Stock Exchange in India. This presentation may include statements which may constitute forward-looking statements.  

This presentation contains statements that constitute forward-looking statements. These statements include descriptions regarding the intent, belief or current expectations of the Company or its directors and officers 
with respect to the results of operations and financial condition of the Company. Forward-looking statements are statements concerning future circumstances and results, and any other statements that are not historical 
facts, sometimes identified by the words including, without limitation "believes", "expects", "predicts", "intends", "projects", "plans", "estimates", "aims", "foresees", "anticipates", "targets", and similar expressions. Such 
forward-looking statements are not guarantees of future performance and involve risks and uncertainties, and actual results may differ from those specified in such forward-looking statements as a result of various factors 
and assumptions. The risks and uncertainties relating to these statements include, but are not limited to, (i) fluctuations in earnings, (ii) the Company’s ability to manage growth, (iii) competition, (iv) government policies 
and regulations, and (v) political, economic, legal and social conditions in India and outside India. The Company does not undertake any obligation to revise or update any forward-looking statement that may be made 
from time to time by or on behalf of the Company. Given these risks, uncertainties and other factors, viewers of this presentation are cautioned not to place undue reliance on these forward-looking statements.  

The information contained in this presentation is only current as of its date and has not been independently verified. None of the Company, its Directors, Promoter or affiliates, nor any of its or their respective employees, 
advisers or representatives or any other person accepts any responsibility or liability whatsoever, whether arising in tort, contract or otherwise, for any errors, omissions or inaccuracies in such information or opinions or 
for any loss, cost or damage suffered or incurred howsoever arising, directly or indirectly, from any use of this presentation or its contents or otherwise in connection with this presentation, and makes no representation 
or warranty, express or implied, for the contents of this presentation including its accuracy, fairness, completeness or verification or for any other statement made or purported to be made by any of them, or on behalf of 
them, and nothing in this presentation or at this presentation shall be relied upon as a promise or representation in this respect, whether as to the past or the future. Past performance is not a guide for future 
performance. 

Please note that the past performance of the Company is not, and should not be considered as, indicative of future results. Certain data in this presentation was obtained from various external data sources, and the 
Company has not verified such data with independent sources. Accordingly, the Company makes no representations as to the accuracy or completeness of that data, and such data involves risks and uncertainties and is 
subject to change based on various factors.  

This presentation also contain certain tables and other statistical analyses. Numerous assumptions were used in preparing the statistical information, which may or may not be reflected herein. The Company has not 
verified such statistical information with independent sources. As such, no assurance can be given as to the statistical information’s accuracy, appropriateness or completeness in any particular context nor as to whether 
the statistical information and/or the assumptions upon which they are based reflect present market conditions or future market performance. The statistical information should not be construed as either projections or 
predictions or as legal, tax, financial or accounting advice.  

This presentation is not an offer of securities for sale in the United States. Securities may not be offered or sold in the United States absent registration or an exemption from registration under the United States Securities 
Act of 1933, as amended (the “Securities Act”). Any offering in the United States may be made only by means of the relevant offering document that may be obtained from the Company and that will contain detailed 
information about the Company and management, as well as financial statements. By receiving this document, you are deemed to have represented and agreed that you and any of your customers that you represent (i) 
are sophisticated investors to whom it is lawful to communicate and (ii) are located outside of the United States. The Company’s securities have not been and will not be registered under the Securities Act. 
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1 Overview  

Highlights –MHCV Industry highest ever drop of >50% in FY20 
MHCV Industry  
 FY20 : 

MHCV Industry sales drop by ~50% in FY20  ( largest ever drop in single year) bringing down  Industry volumes to 2017 level. Main reasons: 
 General  economic slowdown 
 Fleet efficiency improvement due to GST & additional 25% capacity due New Axle norms 
 BS IV stock liquidation by March 2020  for scheduled BS VI transition 
 Covid impact in Feb/ Mar & 10 day lockdown in March 

 Q1FY21  
MHCV Industry drop by ~ 93% in Q1FY21 due to COVID lockdown & related issues. 

OEM Segment (contributes < 30% of Setco’s Revenue)  
 Lower production by  OEM’s in FY20 for pipeline Inventory correction. De-growth of ~55% in OE Vehicle Production 
 Q1FY21, OEM production started from May, however production remains constrained because of: 

 Revised working norms under Lockdown/ Un- lockdown rules including Inter sate supply chain issues. 
 Restriction on total workers and also availability of migrant workers. 
 Global supply chain challenges under Covid. 
 China sourcing dependency and related risks 
 Consumer facing front end challenges ( dealerships/ field force / services ). 

 Gradually the production has started picking-up and expected to ramp-up from Q3FY21 
 Setco continues to retain its market leadership with >85% market share in MHCV OEM segment. 

Aftermarkets Segment (contributes ~70% of Setco’s revenue) 
 Aftermarket sales declined by ~17% in FY20 due to : 

 Lower demand in Q2FY20 & Q3FY20. 
 Demand started picking up in Q4FY20, but abrupt stoppage due to COVID led to standstill in production and sales. 
 Demand is back to pre Covid levels from July 2020 

Setco’s resilient performance  
 Top-line of 418 Cr (value decline of only ~30% despite challenging market condition) 
 Contribution levels at 27.7% have been maintained despite OEM downturn and related pricing pressure. 
 EBITDA margins at 9.8% in FY20 with sharp focus on fixed costs rationalization which will help considerably going forward. 
 We expect the above improvements, driven by superior segment mix and pro-active cost management to further improve profitability. 



1 Overview  

FY21 Outlook 
• MHCV industry is projected to have volume de-growth of ~30% in FY21 (at its lowest in almost last 2 decades) 

• Despite the above, Setco sales to OEM’s estimated to be only lower by ~15% in value terms due to: 
 BSVI Channel and pipeline inventory restocking will partially mitigate 30% drop in sales volumes (production will 

be higher) 
 Migration to larger size clutches (higher realization per unit) due to BS-VI norms will cushion top-line impact of 

lower volumes 
 Customized engineering solution (NVH) will drive margin improvement 

 

• Higher existing fleet utilization since vehicle replacement cycle is delayed to next fiscal. 
 Excess capacity due to structural changes like Axle load and introduction of GST have been absorbed in the last 2 

years, since new vehicles sales were lower. 
 As economy gets unlocked, fleet utilization will progressively improve and long delayed repairs/over-hauling will 

be needed, resulting in higher demand for clutches in the coming years. 
 

• Farm Tractor clutches – Substantial progress in obtaining OEM’s approvals as a second source. Expect business to start 
in H2FY21. 

• Lava Cast: Operational improvement (Rejection, Yield, Power cost), Cost reduction (Variable and Fixed), Export business 
for higher capacity utilization and proposed restructuring will deliver positive financials from H2FY21.  
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2 Financial Results 

Segment mix –  Standalone Sales 
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OEM Aftermarkets Exports
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Q1FY21 VS Q1FY20 

OEM Aftermarkets Exports

Q1FY21 –INR 3,022 lakhs 
Q1FY20 –INR 12,826 lakhs 

Key Aspects  
 

 FY 20  
 Superior mix due to higher %age sales in Aftermarket 

compared to OEM sales. 
 Impact on margins due to lower activity levels 

mitigated due to superior mix 
 Improved mix will drive improved margins in forward 

years as activity levels reach/ surpass FY 19 figures . 
 

 FY 21 
 Q1 has been the lockdown quarter with full economic 

impact of pandemic across all segments. Again OEM 
bore maximum impact due to multiple issues .  

 Aftermarket is back to pre Covid levels from Q2 and 
OEM has also started picking up though slowly . 

 Expect OEM to be between 20-25 % of total sale on a 
full year basis  in FY 21. 

 



2 Financial Results  

Cost Analysis 

 Variable Costs : 
 In FY 20 , Variable cost % age maintained, despite lower activity level of 30%. 

 In FY 21 Variable Cost % age will come down by 50-100 basis point due to superior mix within OE (upsizing and higher realisations &  
margins /Unit) as well as higher aftermarket sales . 

 Fixed Costs : 
 From H2FY20 ,an 18 month  cost reduction program has been initiated 

Already achieved Fixed cost reduction /savings of ~10% over FY19 in FY 20 

Full year impact of ~10% in FY21 and further  ~10% planned in FY21. Total reduction of ~15% improvement in FY21 over FY19 
base. 

71.9% 72.3% 
70.5% 

FY 19 FY20 FY21 (EST) 

Variable Cost 

 8,138  
 7,481  

 6,550  

FY 19 FY20 FY21 (EST) 

Fixed Cost (INR Lakhs) 
Down by ~INR 16 
crs (~15%) over 

FY19 



2 Financial Results 

Details of One time Exceptional Items 
• Exceptional items include following as per Accounting standard (INDAS) 

Particulars Rs. In lakhs 
Provision for diminution in Investments (Subsidiaries and 

Associates) 
1,414 

Provisions for Advances/Expected credit loss 606 

Total 2,020 



2 Financial Results 

Key figures – FY20 and Q1FY21 

Standalone  

In INR lakhs FY19 FY20 Growth Q1 FY20 Q1 FY21 

Sales 
61,340   41,808  -31.8% 12,826 3,022 

Contribution  
% to Sales 

17,259 
28.1% 

 11,588  
27.7% -40bps 

3,927 
30.6% 

845 
27.9% 

EBITDA  
Margin 

9,101 
14.8% 

4,107 
9.8% -500bps 

2,031 
15.8% 

(566) 
(18.7%) 

Operating PBT 
Margin 

3,772 
6.1% 

(1,752) 
(4.2%) 

756 
5.9% 

(2,061) 
(68.2%) 

PBT  
PBT% 

5,286 
8.6% 

(1,871) 
(4.5%) 

1,151 
9.0% 

(1,586) 
(52.5%) 

MAT Adj. 626     145   225 39 

Corporate Tax 
1,057 (499) 176 - 

Other comprehensive 
income/(loss) - (129) - 

PAT 
PAT Margin 

3,602 
5.9% 

(1,645) 
(3.9%) 

749 
5.8% 

(1,548) 
(51.2%) 

EPS 2.71 - 0.56 - 

Key aspects – Standalone  
 
 Topline : 

 FY20 sales lower by ~32% YoY. 
 Q1FY21 sales were at 3,022 lakhs. However, 

FY21 expected to be better than FY20, due to- 
 BS VI inventory restocking  
 MHCV production ramp-up likely to start 

from Q3FY21 onwards 
 Aftermarket business is back to pre-covid 

levels from August 
 

 Profitability : 
 RM cost has been stable but early headwinds 

seen in steel and related commodities. Will be 
offset by mix and pricing. 

 18 month, fixed Cost rationalization from 
H2FY20 will give progressive improvements 
over the 18 month , and then beyond . 

 Company continues with older tax regime due 
to MAT credit availability  

 

 
 



2 Financial Results  

Lava Cast 

• Lava Cast rationale: 
Assured timely supplies of quality Castings to avoid sales loss and reduce development time of new products. 
 Strategic plant location to minimize freight cost of Castings. 
 

• Issues faced in Lava Cast 

 Teething problems: Lower Capacity utilization (max achieved is only ~52%) and high rejection rates (~17% - 19%) in the initial years till FY19. 

OEM Slowdown in FY20 has directly impacted castings demand for both captive (Setco) and non-captive (external) business. 

 Low operating leverage in foundries. Lower capacity utilization resulted in losses 

 

• Debt Restructuring Proposal 
Final Restructuring proposal submitted and all discussion and most formalities completed 

Expected contours of the restructuring: 

Out of the Term loan outstanding of ~INR 86crs, ~INR 51crs is to be repaid with reduced rate of interest in next 10 years in ballooning manner 

 Balance amount of ~INR 35crs to be repaid in 2 years at the end of servicing of sustainable portion with 0.01% coupon rate. 

 Funding of Interest on Term Loan and Working Capital (FITL) upto June 2021 

Key highlights: 

 Lava Cast’s internal cashflows to service the repayment 

Headroom of 6 quarters to ramp up capacity utilization. 

 Exports a major thrust area post Covid as US/European customers move away from China. 

 

With all of above Lava Cast to be net additive at EBITDA level going forward 



2 Financial Results  

Performance of Lava Cast since Inception 

Particulars 2017 2018 2019 2020 

Capacity (In MT)          30,000           30,000              30,000              30,000  

Production (In MT)          10,014           12,522              15,683                 8,144  

Utilisation % 33% 42% 52% 27% 

Amt INR lakhs 2017 2018 2019 2020 

Sales            4,936             7,364              10,616                 5,550  

Contribution                997             1,638                 2,179                 1,311  

Contribution % 20.2% 22.2% 20.5% 23.6% 

Fixed Cost            1,601             1,736                 1,958                 1,725  

EBITDA             (605)                (98)                   221                  (414) 

EBITDA % -12.3% -1.3% 2.1% -7.5% 

 Lava Cast turnaround plan hinges on 4 pillars: 
 Improve operating parameters on key variable Costs  

 IN FY 20, Lava Cast achieved best ever contribution 
margin despite least capacity utilization 

  Reduce Fixed Costs to FY 18 levels. : 
 Fixed Cost rationalization in 2nd half of FY20 led to 

savings of ~200 lakhs, benefit of which will continue 
going forward. 

  De- Risked Business Portfolio : 
 Higher Capacity utilization with improved operating 

mix 
 RFQ’s of over 15,000MT annually received from 

US/European manufacturers moving out of 
China. Expect 1/3rd conversion into orders 

 Higher castings content in Farm tractor clutches 
and US export clutches 

 Debt  Restructuring : 
 Debt restructuring likely to be approved by end Sept. 

 

• We expect improved performance of Lava Cast as OEM 
segments will also return to normalcy. Lava Cast will be 
net positive additive to EBITDA from H2FY21 
 



2 Financial Results 

Key figures – Consolidated FY20 and Q1FY21  

Consolidated 

In INR lakhs FY19 FY20 Growth Q1 FY20 Q1 FY21 

Sales 68,044  47,032 -30.9% 14,372  4,135 

Contribution  
% to Sales 

22,224 
32.7% 

14,995 
31.9% -80bps 

5,066 
35.3% 

1,314 
31.8% 

EBITDA  
EBITDA Margin 

9,705 
14.3% 

3,601 
7.7% -660bps 

2,309 
16.1% 

(953) 
(23.1%) 

Operating PBT 
 

1,095 
 

(5,330) 
 

277 
 

(3,069) 
 

PBT  
 

1,677  
 

(5,405) 
 

277  
 

(3,069) 
 

PAT 
 

(79) 
 

(5,242) 
 

(124) 
 

(2,889) 
 

PAT (after Minority 
Interest &OCI) 

289 
 

(4,742) 
 

(34) 
 

(2,775) 
 

EPS 0.22 - - - 

Key aspects – Consolidated   
 
• Consolidated performance subdued due to  

 Lower top-line of Setco and hence lower 
operating leverage 

 Lava Cast capacity utlisation severely impacted 
by OEM downturn in both captive (Setco) and 
non-captive segment (OEM’s) 

 Overseas subsidiaries continue to face 
challenging conditions in aftermarket segment 
which is their main operation 

 COVID-19 has overall impacted the business in 
Q4FY20 and Q1FY21 
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Management Message  

Harish Sheth,  
Chairman & MD 

Despite steep OEM slowdown, we continue to enjoy over 85% market share and are poised to 
reap the benefit when the business cycle turns to growth in H2 FY21. 
 
Strong distribution strength and increased focus in Aftermarket segment has resulted in growth 
in market share despite an estimated 20% decline in the  segment. This improves our product 
mix, leading to sustained margin improvement which is visible in our H1 performance. 
 
Our proactive steps in reducing cost and expanding business in newer segment of farm tractors 
and exports will strengthen our ability to arrest top line de-growth in future.  
 
The newly introduced BS-VI products  improve revenue per vehicle as well as EBITDA margins. 
As volumes increase this will manifest in coming quarters. 
 
The expected Govt Boosters on demand creation (Scrappage Policy which is a long-term 
Booster) & GST reduction to 18% (Short Term booster for next 6-8 quarters) will further give 
impetus to our growth momentum. 
 
The new strategy on Lava Cast, implemented since last fiscal is showing very good initial signs. 
We are well positioned to exploit the upcycle through higher capacity utilization and leveraging 
improved operating efficiencies. We expect Lavacast to be net EBDITA  and Margin additive to 
the consol results starting H2 FY 21. 

 



3 Outlook 

FY21 Outlook and Beyond… 

• Inventory build back of 4-6 weeks of BS VI Stocks will offset the sale drop in FY 21. 

• Upsizing and higher engineering content in BS VI clutches will improve revenue and margins/unit . 

• Farm equipment : Substantial progress in obtaining OEM’s approvals as a second source. Expect business to start in 
H2FY21 

OEM 

• OEM Sales in the growth years of FY14-FY18 will come-up for the first/second replacement cycle in the current year 
and would drive OES sales growth 

• Deferred fleet repairs of cannibalized vehicles in downturn of last two years, will grow spare parts business .  

• Like in other segments after growth in pre–owned truck sales will add to this demands will give boost to aftermarket 
sales 

• Better availability and network expansion will drive Independent Aftermarket 

• International Subsidiary - introduction of new generation clutches (ASD clutch) in US 

Aftermarket 
(OES&IAM) 

• OEM slowdown has directly impacted castings demand.  

• New 4 pillar strategy to make LavaCast grow on a sustained profitable trajectory in place. 
Lava Cast  



IR Contact 

Setco Automotive Limited 
 
Vinay Shahane 
Mail : vshahane@setcoauto.com 
Tel : 022-4075 5555 
 
Anurag Jain 
Mail : anurag.jain@setcoauto.com 
Tel : 022-4075 5555 

We Invite You To Visit Setco 


