Indus Motors Company

Indus Motors Company, one of the leading automobile companies in the country, is formed as a result of a joint venture between House of Habib (HoH), Toyota Motor Corporation Japan (TMC) and Toyota Tsusho Corporation Japan (TTC). The HoH is the key shareholder with a stake of 75 percent in the company equity, while TMC and TTC collectively have a stake of 25 percent.

The company was incorporated in 1989 and started its commercial operations in 1993 with its production facilities being located at Port Qasim Industrial Zone. The production site is stretched over a wide area of 105 acres and is the only manufacturing plant in the world where both Toyota and Daihatsu brands are produced. 

IMC is also engaged in the sole dealership of Toyota and Daihatsu vehicles through its wide dealership network, spread over 16 cities. The company is the pioneer in the 3S system; which offers customer with sales, spare parts and service facilities under one roof. 

Industry Backdrop, FY11-12:

FY11-12 proved to be one of the most tumultuous periods for the automobile industry. During the period, the supply chain of the auto industry was hammered by the earthquake in the Eastern Japan in March, CY11. Moreover, heavy downpour in Sindh and floods in Thailand further challenged the already unsound auto supplies. 

Furthermore, Rupee depreciation, crippling power crisis, uncertain law and order setting, and enhanced government borrowing during the period, which led to the crowding out of the private sector, further worsened the situation. 

Not only this, the liberal policy put in place by the GoP regarding the import of five years old cars with 60 percent permissible depreciation in fixed duty and a further 25 percent diminution given the car is hybrid or electric, caused the huge influx of imported cars and compelled the local industry to operate well below their planned capacities. The GoP’s decision to impose a ban on the production of CNG vehicles, further took its toll on the production volumes.

Nevertheless, the auto industry demonstrated the volumetric growth of 23 percent mainly on the back of onetime factors such as taxi scheme launched by Punjab government, the green tractor scheme and deferred customer buying from FY10-11 to FY11-12 owing to government’s decision to reduce GST and SED.

IMC Segment Analysis, FY12:

During the period under review, the company was able to achieve a volumetric growth of around eight percent, collectively, in the sales of CKD and CBU vehicles. In FY12, the company recorded a sales volume of 55060 units, as against 50943 units in FY11. 

During the year, IMC launched a new variant (Ecotec) of its flagship brand, Corolla. It also introduced navigation system in its Corolla Altis range, which was well received by the market. However, lack of auto financing and continuously rolling diesel prices depressed the sales of Corolla 2.0D. Thus, overall sales volume of Corolla grew modestly by three percent. 

In April CY12, the company ceased the production of Cuore, owing to its sales being tapered by the unabated arrival of imported cars. 

The LCV segment, mainly comprising of Hilux family, recoiled during the period touting a sales growth of around 43 percent, as a result of strong design and interior changes which were able to gain buyer interest. 

In the CBU segment, the demand fell miserably by 15 percent, adding fourth consecutive period of decline to the CBU cadre. This is mainly attributable to the depreciation of Pak Rupee, liberal import policy of used cars and the lack of consumer financing. 

Financial Upshot, FY12:

On the heels of eight percent volumetric increase and the pass through of rising costs, IMC’s top line grew by 25 percent in FY12. 

Continuous efforts of cost reduction through efficient sourcing and pursuit of operational efficiency by the use of Kaizen yielded impressive net profit of Rs 4.3 billion, up by 57 percent in FY11. The company’s bottom line was also propped up by income from other sources, especially return from MTBs and bank deposits.

During the period under review, the company achieved ROE of 25.3 percent, as against 19.4 percent in FY11. On the basis of remarkable results, the company decided to announce a dividend of Rs. 32 per share, compared to Rs 15 per share in FY11. 

The company’s contribution to the national exchequer clocks in at Rs25 billion as of FY12.

Performance Overview (FY09-FY11):

Generally, company’s top line illustrates an inclining pattern over the years. However, the greatest uptick is observed in FY10 whereby the top line grew by around 59 percent. This is mainly attributable to a rebound from the global economic crisis experienced in FY09 which crashed the industry demand radically by 47 percent. 

During FY10, the restriction on the import of used cars provided relief to the auto industry. Consequently, the IMC’s CKD and CBU sales volume thrived strikingly by 48 percent. Another significant factor that perked up the company’s bottom line in FY10 was other income (mainly return from bank deposits) which grew by 1.5 times during the period. 

In FY11, the company’s net profit eroded by 20 percent mainly on account of lopsided surge in input costs due to continuous depreciation of PKR against Yen and disruptions in operations caused by natural calamities and power outrages. 

All in all, the company’s bottom line exemplifies improvement year on year, except for the fact that it tumbled in FY09 amid global economic crisis and in FY11 due to downward pressure on Rupee against Yen and USD. 

What lies ahead?

With satisfactory FY12, FY13 kicks off at a grim note. During 1QFY13, the auto industry sales plummeted by 30 percent. 

IMC corresponded with the industry trend with its sales being dropped to 8,299 units, 35 percent down compared to last year. 

The auto industry outlook for FY13 remains cloudy amid constricted consumer spending due to economic and political uncertainty and high inflation, enormous Influx of Used Car due to imports and stress on Pak Rupee. 

However, industry fortunes are likely to get better provided a restrictive import policy is put in place as a result of persistent industry pressures and benign outlook for steel and Japanese Yen.
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                                       FY12     FY11     FY10     FY09

======================================================================

PROFITABILITY

----------------------------------------------------------------------

Gross profit margin        %           8.5%     6.6%     7.8%     6.1%

Operating profit Margin    %           8.3%     6.6%     8.7%     5.5%

Net profit margin          %           5.6%     4.4%     5.7%     3.7%

ROCE                       %          25.0%    18.8%    26.7%    12.8%

ROA                        %          15.6%    10.2%    12.7%     6.7%

ROE                        %          25.3%    19.4%    27.4%    13.5%

----------------------------------------------------------------------

LIQUIDITY

----------------------------------------------------------------------

D/E                        times       0.62     0.90     1.16     1.01

Net Working capital        Rs in mm  13,693   10,327    9,566    6,830

Current ratio              times       2.32     1.84     1.67     1.69

Quick ratio                times       1.59     1.38     1.31     1.28

----------------------------------------------------------------------

ACTIVITY

----------------------------------------------------------------------

Total asset turnover       times       2.79     2.30     2.21     1.83

Fixed asset turnover       times      22.07    14.53    17.95     9.54

======================================================================


Source: Company Accounts

