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 Decent volume performance post demonetisation; but SC ruling at quarter-end 
to lead to one-offs and mar margins: Volume performance in Q4FY17 has been 
decent, especially coming on the back of demonetisation.  

In Q4FY17, two-wheeler (2W) segment declined ~2% YoY, while passenger vehicle 
(PV) segment grew ~11% YoY, with the impact of demonetisation largely behind. In 
CVs, M&HCV volumes likely grew 7% YoY/50% QoQ and LCV volumes 2% 
YoY/17% QoQ.  

 OEMs (ex-Tata Motors) to witness decline in margin trend QoQ: We expect 
EBITDA margins to decline QoQ on increase in commodity prices and some one-
offs for BS-III stock clearance. In the 2W segment, we expect HMCL to register 
earnings decline of 19% YoY while Eicher and TVS are likely to post growth of 11% 
and 8% respectively. In four-wheelers (4W), we expect Maruti Suzuki (Maruti) and 
Ashok Leyland to post PAT growth of 67% and 41% respectively. Maruti is expected 
to benefit from rising share of premium vehicle sales, lowering discounts and 
currency tailwinds. Tata Motors’ JLR business should post adjusted margin of 11.8% 
(+170 bps QoQ increase) on the back of operating leverage.  

 Auto component players to show relatively steady performance: In the auto 
components space, we expect a more steady operating performance than in OEMs. 
On the earnings growth front, we expect Motherson Sumi Systems (23% YoY 
growth) and Wabco (25% YoY) to report the strongest performance while CEAT is 
likely to post decline of ~38% YoY on rising raw material costs. Mahindra CIE is also 
expected to post strong numbers on low base (PAT growth of ~3.5x). 

 Key factors to watch out: 1) Demand outlook for FY18, 2) update on costs related 
to BS-III liquidation and unsold inventory levels, and 3) commodity price impact and 
price hikes taken to offset BS-IV migration. 

 Our view: We feel valuations would remain under pressure till there are visible signs 
of demand normalisation. In the OEM segment, Eicher Motors and TVS Motors 
look attractive from the demand growth perspective amidst a sluggish macro-
environment. In the components space, Asahi India Glass and Motherson Sumi 
Systems continue to remain our top ideas. 

Quarterly summary 
Company 

(Rs mn) 

Revenue EBITDA Adjusted PAT 
 % chg  % chg  % chg 

JFM’ 17 (YoY) (QoQ) JFM’ 17 (YoY) (QoQ) JFM’ 17 (YoY) (QoQ) 
2 wheelers          
Bajaj Auto 54,927 -3.8 2.6 10,730 -28.5 2.8 9,206 -29.0 -0.4 
Eicher Motors 18,977 22.8 3.5 5,883 28.4 0.9 4,400 10.6 6.0 
Hero Motocorp 69,386 -7.5 9.0 9,626 -19.2 -10.9 6,752 -19.1 -12.5 
TVS Motors 28,750 2.1 -3.6 2,112 18.3 -3.3 1,270 7.9 -4.2 
4 wheelers          
Ashok Leyland 65,485 10.0 47.8 8,213 9.0 80.8 5,095 40.7 174.1 
Maruti Suzuki 190,775 24.6 13.1 27,321 16.3 9.8 18,932 67.0 8.5 
Tata Motors 834,602 3.4 23.6 89,034 -28.5 49.0 27,423 -40.0 LP 
Ancillaries          
Asahi India  6,117 7.3 6.8 1,123 -2.4 6.3 349 10.1 14.9 
Bharat Forge 9,946 -1.3 5.4 2,727 -8.6 4.6 1,421 -13.6 10.5 
Bosch 27,204 10.3 1.8 5,606 1.8 110.2 4,279 -12.8 96.1 
CEAT 15,612 12.2 12.9 1,487 -20.2 -1.2 685 -37.9 -27.3 
Mahindra CIE  12,884 -2.9 -5.6 1,280 -9.8 20.4 396 -26.0 30.3 
Motherson Sumi  113,873 11.3 7.4 12,805 20.8 15.4 5,105 23.3 22.7 
Wabco Limited 6,184 9.2 25.4 1,088 35.1 42.8 713 24.5 66.6 
Source: I-Sec research; JFM’17: Jan-Mar 2017; Mahindra CIE: Q1CY17E 
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Table 1: EPS revisions 
 
 
Company 

EPS (Rs) 
Target Price 

Valuation 
P/E – 2-year rolling (x) FY18E FY19E 

2-wheelers 
Bajaj Auto     157      179            2,688  15.0 
Eicher Motors     833   1,118          29,444  (RE:25.0 PE; VECV:9.0 EV/EBITDA) 
Hero MotoCorp     183      200            3,000  15.0 
TVS Motors    18.1     25.6               511  20.0 
4-wheelers      
Ashok Leyland      5.6       6.4  100 8.5 (EV/EBITDA) 
Maruti Suzuki     293      323            6,464  20.0 
     
Ancillaries      
Asahi India Glass      9.7     13.3               254  10.5 EV/EBITDA 
Bharat Forge       35        43               953  22.0 
Bosch     569      661          23,129  35.0 
CEAT     110      144            1,473  (India: 10; SL:5) 
Mahindra CIE Automotive      9.9     11.9               213  18 CY18E EPS 
Motherson Sumi Systems    19.5     25.8               450  (India: 20; Europe:16) 
Wabco Limited     137      178            5,340  30.0 

Source: Company, I-Sec research 
 

 

Table 2: Valuation summary 

Company 
P/E (x) EV/EBITDA (x) RoCE (%) RoE (%) 

FY18E FY19E FY18E FY19E FY18E FY19E FY18E FY19E 
2-wheelers                 
Bajaj Auto    18.1     15.8     12.6     10.6     27.2     27.1     27.9     27.7  
Eicher Motors    31.0     23.1     23.9     18.0     55.0     51.8     45.1     42.8  
Hero MotoCorp    17.6     16.1     11.6     10.5     34.5     32.5     35.4     33.2  
TVS Motors    26.1     18.5     16.9     12.4     27.8     32.4     38.9     42.1  
4-wheelers                 
Ashok Leyland    15.0     13.1       8.5       7.2     18.3     18.7     22.8     22.4  
Maruti Suzuki    21.4     19.4     13.9     12.6     25.8     24.3     24.3     22.4  
Tata Motors    12.9       8.7       4.6       3.7     12.2     15.0     12.6     15.8  
Ancillaries                 
Asahi India    23.1     16.9     12.0       9.4     24.7     29.6     34.0     33.9  
Bharat Forge    30.6     24.6     16.1     13.2     16.4     18.3     18.4     19.9  
Bosch    40.2     34.6     31.4     26.4     15.3     15.9     16.3     16.5  
CEAT    12.6       9.7       7.7       6.1     21.6     24.4     17.8     19.9  
Mahindra CIE Automotive    22.1     18.5     12.0     10.1     10.7     11.7     10.4     11.3  
Motherson Sumi    19.4     14.6       9.1       7.0     23.4     27.4     29.2     31.2  
Wabco    42.3     32.6     26.0     20.5     21.5     23.0     17.4     18.8  

Source: Company, I-Sec research 
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Chart 1: Volume trend in two-wheelers 
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Source: Industry data, I-Sec research 
 

Chart 2: Volume trend in passenger vehicles 
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Source: Industry data, I-Sec research 
 

Chart 3: Volume trend in commercial vehicles 
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Source: Industry data, I-Sec research 
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2-wheelers 

Bajaj Auto (HOLD) 
(QoQ chg: 4.7%; YTD chg: 7.8%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income       54,927     57,102             (3.8)    53,541             2.6  
Raw material costs       35,205     35,333             (0.4)    33,841             4.0  
Employee costs         2,105       2,024               4.0       2,427         (13.3) 
Other expenditures         4,090       4,737           (13.7)      3,962             3.2  
Excise duty         2,797       3,475           (19.5)      2,872           (2.6) 
Total operating expenses       44,196     45,568             (3.0)    43,102             2.5  
EBITDA       10,730     11,534             (7.0)    10,439             2.8  
EBITDA margin (%)          20.6         21.5   -92 bps         20.6   -2 bps  
Depreciation & Amortisation            772          761               1.4          772               -   
Other income         3,193       2,569             24.3       3,193               -   
Interest costs              -               4         (100.0)             3       (100.0) 
PBT       13,151     13,338             (1.4)    12,858             2.3  
Exceptional Items              -              -    -             -    -  
Taxes         3,945       3,844               2.6       3,612             9.2  
PAT         9,206       9,493             (3.0)      9,246           (0.4) 

Source: Company data, I-Sec research 
 

 Domestic volumes continued to be impacted by demonetisation after-effects and 
witnessed decline of 8% YoY, with domestic 2W/3W segments declining 5%/24% 
YoY respectively. Exports have remained weak with 12% YoY degrowth. 

 We expect margins to decline (by 90bps YoY) due to weak product mix (lower 
share of three-wheelers and exports) and increasing commodity costs. Another 
drag on margins would be the costs on end-of-the-quarter clearance of BS-III 
inventory.   

 However, we expect earnings decline (-3% YoY) to be lower than EBITDA decline 
(of 7% YoY), led by higher other income (+24% YoY). 

 Key monitorables: Outlook in export markets, and new product strategy. 
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Eicher Motors (BUY) 
(QoQ chg: 10.4%; YTD chg: 17.3%) 

Consolidated quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income       18,977     15,449           22.8     18,336             3.5  
Raw material costs         9,804       8,218           19.3       9,421             4.1  
Employee costs         1,021          742           37.7       1,015             0.6  
Other expenditures         1,986       1,709           16.2       1,802           10.2  
Purchase of traded goods            284          201           41.5          269             5.5  
Total operating expenses       13,095     10,869           20.5     12,508             4.7  
EBITDA         5,883       4,580           28.4       5,828             0.9  
EBITDA margin (%)          31.0         29.6   135 bps         31.8   -79 bps  
Depreciation & Amortisation            347          374            -7.2          355           -2.1  
Other income            707       1,266          -44.2          590           19.8  
Interest costs                0              6          -93.1              7         -94.4  
PBT         6,242       5,466           14.2       6,056             3.1  
Taxes         1,841       1,489           23.6       1,904           -3.3  
PAT         4,400       3,977           10.6       4,152             6.0  
Profit from associates              -              -    -             -    -  
Net PAT         4,400       3,977           10.6       4,152             6.0  

Source: Company data, I-Sec research 
 

 Consistent growth in Royal Enfield volumes (+20.3% YoY) to aid revenue growth 
of ~23% YoY. Higher operating leverage is expected to aid EBITDA margin 
expansion of 135bps YoY to 31.0%, despite just a 2% price hike YoY. 

 Key monitorables: Growth outlook for FY18, and capacity addition plans. 
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Hero MotoCorp (REDUCE) 

(QoQ chg: 3.7%; YTD chg: 5.1%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income       69,386     75,052            -7.5     63,646              9.0  
Raw material costs       45,785     49,549            -7.6     41,280            10.9  
Employee costs         3,836       3,494              9.8       3,743              2.5  
Other expenditures       10,140     10,090              0.5       7,826            29.6  
Total operating expenses       59,761     63,133            (5.3)    52,849            13.1  
EBITDA         9,626     11,919          (19.2)    10,797          (10.9) 
EBITDA margin (%)          13.9         15.9   -201 bps         17.0   -309 bps  
Depreciation & Amortisation         1,249       1,155              8.1       1,249               -   
Other income         1,319       1,168            12.9       1,319               -   
Interest costs              15            12            25.6            15               -   
PBT         9,681     11,920          -18.8     10,853          -10.8  
Exceptional Items 0            -    -  0  -  
Taxes         2,929       3,574          -18.0       3,133            -6.5  
PAT         6,752       8,347          -19.1       7,720          -12.5  

Source: Company data, I-Sec research 
 

 Weak ASPs (-2/-1% YoY/QoQ) coupled with fall in volumes (down 6% YoY) are 
expected to lead to a revenue decline of 7.5% YoY.  

 We expect EBITDA margin to decline 200bps/310 bps YoY/QoQ, with the decline 
in margins exaggerated by the BS-III stock clearance costs at the end of the 
quarter and higher raw material costs. We expect earnings to decline 19% YoY. 

 Key monitorables: Outlook on demand in rural markets, guidance on margins, 
and status of unsold BS-III inventory if any. 
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TVS Motors (BUY) 
(QoQ chg: 24.6%; YTD chg: 31.5%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

 Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income       28,750     28,154           2.1     29,834           -3.6  
Raw material costs       20,371     19,775           3.0     21,491           -5.2  
Employee costs         1,853       1,643         12.8       1,919           -3.4  
Other expenditures         4,413       4,950        -10.8       4,239             4.1  
Total operating expenses       26,638     26,368           1.0     27,649           -3.7  
EBITDA         2,112       1,785         18.3       2,185           -3.3  
EBITDA margin (%)            7.3           6.3   100 bps           7.3   2 bps  
Depreciation & Amortisation            720          518         39.1          720              -   
Other income            383          243         57.9          348           10.0  
Interest costs            104          131        -20.6          115         -10.0  
PBT         1,671       1,380         21.1       1,698           -1.6  
Exceptional Items 0  0   -             -    -  
Taxes            401          202         98.3          371             8.0  
PAT         1,270       1,178           7.9       1,326           -4.2  

Source: Company data, I-Sec research 
 

 With volumes up 2.2% YoY in a tough quarter for the industry, we expect margins 
for TVS Motors to increase 100bps YoY to 7.3%.  

 We expect PBT growth to remain strong at 21% YoY, aided by higher other 
income (up 58% YoY). However, we expect PAT growth of 8% YoY as Q4FY16 
had favourable tax rate of 15%.  

 Key monitorables: Update on the BMW-TVS product launch and distribution 
network. 
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4-wheelers 

Ashok Leyland (ADD) 
(QoQ chg: -3.7%; YTD chg: 2.9%) 

Quarterly estimates 
(Rs mn, year ending March 31) 
 Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income 65,485 59,553 10.0 44,309 47.8 
Raw material costs 46,167 42,255 9.3 31,337 47.3 
Employee costs 3,652 3,408 7.2 3,616 1.0 
Other expenditures 7,453 6,358 17.2 4,813 54.8 
Total operating expenses 57,272 52,022 10.1 39,766 44.0 
EBITDA 8,213 7,531 9.0 4,543 80.8 
EBITDA margin (%) 12.5 12.6 -10 bps 10.3 229 bps 
Depreciation & Amortisation 1,193 1,177 1.3 1,193 - 
Other income 271 320 -15.3 -402 -167.3 
Interest costs 311 602 -48.3 311 - 
PBT 6,979 6,071 15.0 2,637 164.7 
Exceptional Items - -3,793 -100.0 - - 
Taxes 1,884 1,508 24.9 778 142.2 
PAT 5,095 770 561.5 1,859 174.1 
Adjusted PAT 5,095 3,620 40.7 1,859 174.1 
Source: Company data, I-Sec research 
 

 Overall M&HCV demand has been decent (up 8.2% YoY) on a high base of FY16, 
which is expected to lead to revenue growth of 10% YoY.  

 With ~45% QoQ growth in M&HCV volumes, we expect margins to grow 230bps 
QoQ to 12.5% (despite being dragged lower by BS-III inventory clearance costs). 

 Key monitorables: M&HCV growth targets for FY18, and overall discounting 
trends.  
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Maruti Suzuki (ADD) 

(QoQ chg: 8.8%; YTD chg: 17.9%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income     190,775   153,057           24.6   168,648           13.1  
Raw material costs     135,470   100,950           34.2   116,738           16.0  
Employee costs         6,762       6,030           12.1       6,169             9.6  
Other expenditures       21,222     22,577            -6.0     20,851             1.8  
Total operating expenses     163,454   129,557           26.2   143,758           13.7  
EBITDA       27,321     23,500           16.3     24,890             9.8  
EBITDA margin (%)           14.8         15.7   -94 bps         15.0   -17 bps  
Depreciation & Amortisation         6,330       7,608          -16.8       6,349           -0.3  
Other income         5,422       1,212         347.4       5,919           -8.4  
EBIT       26,413     17,104            -9.7     24,460         -36.8  
EBIT margin (%)           13.8         11.2   267 bps         14.5   -66 bps  
Interest costs            183          203            -9.7          290         -36.8  
PBT       26,230     16,901           55.2     24,170             8.5  
Exceptional Items              -              -    -             -    -  
Taxes         7,298       5,565           31.1       6,725             8.5  
PAT       18,932     11,336           67.0     17,445             8.5  

Source: Company data, I-Sec research 
 

 Revenues are expected to grow ~25% YoY on the back of ~15% YoY volume 
growth and ~11% YoY ASP growth. We expect discounts to decrease to 
Rs17k/vehicle (down 6%/11% YoY/ QoQ respectively). 

 EBITDA margins are likely to decline ~95 bps YoY on lower gross margins 
(increase in traded goods post commencement of Gujarat plant). Currency 
tailwinds (INR/YEN) are expected to offset higher commodity costs.  

 We believe EBIT margins are a better indicator of profitability as Gujarat volumes 
ramp up. EBIT margin is likely to increase 267 bps YoY on higher share of 
premium-segment products and operating leverage benefits. 

 Key monitorables: Position on hedges and net forex exposure, and production 
capacity situation. 
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Tata Motors 

(QoQ chg: -8.5%; YTD chg: 0.6%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income     834,602   806,844               3.4   675,313           23.6  
Raw material costs     500,171   464,923               7.6   400,123           25.0  
Employee costs       79,322     77,702               2.1     70,446           12.6  
Other expenditures     166,075   139,612             19.0   144,991           14.5  
Total operating expenses     745,567   682,237               9.3   615,560           21.1  
EBITDA       89,034   124,607            -28.5     59,753           49.0  
EBITDA margin (%)          10.7         15.4   -478 bps         14.1   -343 bps  
Depreciation & Amortisation       41,868     44,239              -5.4     42,300            -1.0  
Other income         2,883       2,486             16.0       1,674           72.2  
Interest costs         9,240     12,552            -26.4       8,707             6.1  
Product Dev. Exp.         8,587     10,735            -20.0       8,141             5.5  
PBT       32,222     59,567            -45.9       2,280      1,313.5  
Taxes         7,733     13,546            -42.9       8,670          -10.8  
PAT before MI, PA and Excep.       24,489     46,021            -46.8      -6,390        -483.2  
Minority Interests            300          383            -21.6          178           68.5  
Profit from Associates         3,234            89        3,538.0       3,799          -14.9  
Less: Exceptional Items         2,492      -6,044          -141.2      -3,706        -167.2  
PAT       24,931     51,771            -51.8          938      2,558.7  
Adjusted PAT       27,423     45,727            -40.0      -2,769     -1,090.5  

Source: Company data, I-Sec research 
 

 JLR retail volumes grew ~13% YoY (at around 179.5K units) while higher 
incentives in North America are expected to hurt ASPs (down 1.8% QoQ) as FX 
remains neutral QoQ.  

 We expect JLR to post revenues of GBP7.95bn (up 21% YoY driven by volume 
growth and steep FX depreciation) with adjusted EBITDA margin of 11.8% (up 
170bps QoQ).  

 We expect PAT of GBP390.7mn, including CJLR contribution of GBP36.7mn.  

 Standalone businesses combined are expected to incur losses (of Rs5.0bn) on 
account of higher commodity costs and increased discounting in the M&HCV 
segment. 

 Key monitorables: Capital expenditure outlook, demand and discounting trends 
across key markets, and free cashflow outlook. 

 
 
 
 
 
 
 

Price chart 

100

200

300

400

500

600

700

A
p

r-
14

O
ct

-1
4

A
p

r-
15

O
ct

-1
5

A
p

r-
16

O
ct

-1
6

A
p

r-
17

(R
s.

)

 



 
 
 

Automobiles ICICI Securities 

 

 11

Ancillaries 

Asahi India Glass (BUY) 
(QoQ chg: 12.4%; YTD chg: 25.6%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income         6,117       5,703              7.3       5,730              6.8  
Raw material costs         2,172       2,179            -0.3       1,834            18.4  
Employee costs            554          532              4.3          567            -2.3  
Other expenditures         1,560       1,278            22.0       1,592            -2.0  
Power & Fuel             709          564            25.7          681              4.1  
Total operating expenses         4,994       4,552              9.7       4,673              6.9  
EBITDA         1,123       1,150            -2.4       1,056              6.3  
EBITDA margin (%)           18.4         20.2   -181 bps         18.4   -8 bps  
Depreciation & Amortisation            282          262              7.3          276              2.0  
Other income              14              7          107.2            14               -   
Interest costs            325          341            -4.8          345            -5.8  
PBT            531          553            -4.1          450            18.1  
Exceptional Items            -20            42        -147.2            45        -144.2  
Taxes            182          236          -23.1          146            24.8  
PAT before MI            369          275            34.4          259            42.7  
Minority Interests              -              -    -             -    -  
PAT after MI            369          275            34.4          259            42.7  
Adjusted PAT            349          317            10.1          304            14.9  

Source: Company data, I-Sec research 
 

 We expect moderate topline growth (7.3% YoY) as the company’s non-auto 
segment demand could remain tepid.  

 On a QoQ basis, we expect similar operating performance (flat margins at 18.4%). 

 We expect PAT to grow 34.4% YoY, led by lower interest costs (down 5% YoY) 
and forex gains (around Rs20mn). 

 Key monitorables: Taloja plant progress, and demand scenario in the 
architectural glass segment. 
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Bharat Forge (HOLD) 
(QoQ chg: 13.6%; YTD chg: 19.3%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income         9,946     10,080            -1.3       9,437              5.4  
Raw material costs         3,256       3,616          -10.0       3,076              5.9  
Employee costs            896          929            -3.6          905            -1.0  
Other expenditures         1,125          976            15.3       1,052              6.9  
Manufacturing exps.         1,943       1,577            23.2       1,799              8.0  
Total operating expenses         7,220       7,098              1.7       6,831              5.7  
EBITDA         2,727       2,982            -8.6       2,606              4.6  
EBITDA margin (%)           27.4         29.6   -217 bps         27.6   -20 bps  
Depreciation & Amortisation            739          644            14.7          739              0.0  
Other income            303          225            34.7          208            45.9  
Interest costs            201          202            -0.3          183              9.9  
PBT         2,089       2,361          -11.5       1,892            10.4  
Exceptional Items              -              -    -             -    -  
Taxes            669          716            -6.6          606            10.4  
PAT after exceptionals         1,421       1,645          -13.6       1,286            10.5  
Profit from Associates              -              -    -             -    -  
PAT         1,421       1,645          -13.6       1,286            10.5  
Adjusted PAT         1,421       1,645          -13.6       1,286            10.5  

Source: Company data, I-Sec research 
 

 Slower pre-buy in domestic M&HCV segment and only a moderate recovery in the 
North American truck market would be lead to revenue decline of 1.3% YoY.  

 Operating profitability is expected to remain stable on QoQ basis. We expect 
EBITDA margin to drop by 20bps YoY to 27.4%. 

 Key monitorables: Update on the North America truck market, any new orders 
from the Indian non-auto segment, and update on overseas expansion program.  
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Bosch (HOLD) 
(QoQ chg: 7.3%; YTD chg: 8.0%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income       27,204     24,672            10.3     26,720              1.8  
Raw material costs       14,397     12,517            15.0     14,609            -1.5  
Employee costs         3,599       3,417              5.3       3,875            -7.1  
Other expenditures         3,602       3,231            11.5       5,568          -35.3  
Total operating expenses       21,598     19,165            12.7     24,053          -10.2  
EBITDA         5,606       5,507              1.8       2,667          110.2  
EBITDA margin (%)           20.6         22.3   -171 bps         10.0   1063 bps  
Depreciation & Amortisation         1,390       1,177            18.1       1,294              7.4  
Other income         2,079       1,779            16.9       1,634            27.2  
Interest costs                2            14          -83.3            17          -85.9  
PBT         6,293       6,096              3.2       2,991          110.4  
Exceptional Items              -              -    -             -3        -100.0  
Taxes         2,014       1,375            46.4          812          148.0  
PAT before MI         4,279       4,720            -9.3       2,182            96.1  
Minority Interests              -              -    -             -    -  
PAT after MI         4,279       4,720            -9.3       2,182            96.1  
Profit from Associates              -           185        -100.0             -    -  
PAT         4,279       4,906          -12.8       2,182            96.1  

Source: Company data, I-Sec research 
Note: YoY not comparable due to change of fiscal year-end from December to March 
 
 

 We expect revenue growth to clock double-digits (10.3% YoY) aided by strong 
growth in the tractor segment. 

 The company is expected to witness 170bps YoY reduction in EBITDA margin on 
lower gross margins.  

 Key monitorables: Details on content increase and market share post new 
emission norms adoption in the M&HCV segment. 
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CEAT (BUY) 
(QoQ chg: 12.6%; YTD chg: 19.0%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income       15,612     13,914            12.2     13,823            12.9  
Raw material costs         9,524       7,849            21.3       8,135            17.1  
Employee costs            998          901            10.7          998               -   
Other expenditures         3,604       3,302              9.2       3,186            13.1  
Total operating expenses       14,125     12,052            17.2     12,318            14.7  
EBITDA         1,487       1,862          -20.2       1,505            -1.2  
EBITDA margin (%)             9.5         13.4   -386 bps         10.9   -136 bps  
Depreciation & Amortisation            349          283            23.1          349               -   
Other income            111            61            81.5          238          -53.3  
Interest costs            259          229            13.2          185            39.8  
PBT            991       1,412          -29.8       1,210          -18.1  
Exceptional Items              -           104        -100.0             -   - 
Taxes            306          286              7.0          268            14.3  
PAT            685       1,126          -39.2          942          -27.3  
Adjusted PAT            685       1,103          -37.9          942          -27.3  

Source: Company data, I-Sec research 
 
 

 We expect the impact of demonetisation to recede and revenue growth in Q4FY17 
to be back in double digit territory, while steep commodity costs increases may 
hurt EBITDA margin (down 386bps YoY to 9.5%). 

 Higher interest costs and lower other income could also affect earnings growth. 

 Key monitorables: Outlook on replacement market demand on the 2W side, and 
industry pricing outlook in H1FY18E. 
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Mahindra CIE Automotive (ADD) 
(QoQ chg: 13.4%; YTD chg: 20.8%) 

Quarterly estimates 
 (Rs mn, year ending December 31) 
 Standalone Consolidated 
  Q1CY17 Q1CY16 YoY (%) Q4CY16 QoQ (%) Q1CY17 Q1CY16 YoY (%) Q4CY16 QoQ (%) 
Total operating income 4,123 4,042 2.0 4,026 2.4 12,884 13,269 -2.9 13,642 -5.6 
EBITDA 404 381 6.0 377 7.1 1,280 1,420 -9.8 1,063 20.4 
EBITDA Margin 9.8 9.4 37 bps 9.4 42 bps 9.9 10.7 -77 bps 7.8 214 bps 
Reported PAT 115 153 -24.5 109 5.6 396 535 -26.0 304 30.3 
PAT Margin 2.8 3.8 -99 bps 2.7 8 bps 3.1 4.0 -96 bps 2.2 85 bps 
EPS 0.36 0.47 -24.5 0.34 5.6 1.23 1.66 -26.0 0.94 30.3 

Source: Company data, I-Sec research 
 
 
 

Subsidiaries 
 (EUR mn, year ending December 31) 
  Q1CY17 Q1CY16 YoY (%) Q4CY16 QoQ (%) 
Total operating income 122 122 0.0 128 -4.6 
EBITDA 12.2 14 -11.2 9 33.8 
EBITDA Margin 10.0 11.3 -126 bps 7.1 287 bps 
Reported PAT 3.9 5 -22.7 3 51.1 
PAT Margin 3.2 4.1 -94 bps 2.0 118 bps 
EPS 0.01 0.02 -22.7 0.01 51.1 

Source: Company data, I-Sec research 
 

 

 Turnaround in European operations and reduced one-offs are expected lead to a 
QoQ operating recovery (consolidated EBITDA margin likely to be up 214 bps 
QoQ to 9.9%). 

 Key monitorables: Update on turnaround in MFE plants, and domestic demand 
scenario (key customers include M&M and Tata Motors). 
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Motherson Sumi Systems (BUY) 
(QoQ chg: 15.3%; YTD chg: 16.6%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income     113,873   102,349            11.3   106,041              7.4  
Raw material costs       68,633     59,428            15.5     65,427              4.9  
Employee costs       19,267     20,086            -4.1     19,964            -3.5  
Other expenditures       12,882     12,192              5.7       9,903            30.1  
Forex Loss/(Gain)            285            44          543.0         -346        -182.6  
Total operating expenses     101,068     91,751            10.2     94,948              6.4  
EBITDA       12,805     10,598            20.8     11,093            15.4  
Adj. EBITDA margin (%)          11.5         10.4   110 bps         10.1   136 bps  
Depreciation & Amortisation         2,786       3,488          -20.1       2,733              2.0  
Other income              70            55            28.3          433          -83.8  
Interest costs         1,064          656            62.2       1,084            -1.9  
PBT         9,026       6,509            38.7       7,710            17.1  
Exceptional Items              -               3        -100.0             -    -  
Taxes         2,642          704          275.3       2,845            -7.1  
PAT before MI         6,383       5,802            10.0       4,864            31.2  
Minority Interests         1,733       1,662              4.3       1,314            31.9  
PAT after MI         4,650       4,140            12.3       3,550            31.0  
Profit from Associates            455             -3   -16,940.8          609          -25.3  
PAT         5,105       4,137            23.4       4,159            22.7  
Adjusted PAT         5,105       4,140            23.3       4,159            22.7  

Source: Company data, I-Sec research 
 

 Consolidated revenues are expected to jump 11% YoY driven by strong revenue 
growth (around 14%) in the SMRPBV vertical. 

 Better operating performance (on QoQ basis) at SMRPBV and continued traction 
in India business margins are expected to drive performance. Overall EBITDA 
margin could rise by 110 bps YoY. 

 Key monitorables: Progress on ramp-up of greenfield facilities in SMP (China, 
Mexico, Germany), and details about PKC’s business growth plans. 
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Wabco India (HOLD) 
(QoQ chg: 24.6%; YTD chg: 31.5%) 

Quarterly estimates 
(Rs mn, year ending March 31) 

  Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) 
Total operating income         4,642       4,289              8.2       5,367          -13.5  
Raw material costs         2,730       2,546              7.3       3,168          -13.8  
Employee costs            496          416            19.0          435            14.0  
Other expenditures            734          676              8.7          720              1.9  
Total operating expenses         3,960       3,638              8.9       4,323            -8.4  
EBITDA            682          651              4.7       1,044          -34.6  
EBITDA margin (%)           14.7         15.2   -49 bps         19.5   -476 bps  
Depreciation & Amortisation            149          139              6.8          152            -1.7  
Other income              94            92              2.4            93              0.5  
Interest costs                0             -    -             -    -  
PBT            627          604              3.9          986          -36.4  
Exceptional Items              -              -    -             -    -  
Taxes            155          121            28.3          247          -37.3  
PAT            472          483            -2.2          739          -36.1  

Source: Company data, I-Sec research 
 

 We expect relatively soft revenue growth of 8.4% YoY on modest growth in OEM 
demand due to weak pre-buy and overhang on BS-III inventory clearance. 

 We expect EBITDA margin to expand (338bps YoY) due to higher gross margin 
and better cost control measures. 

 Key monitorables: Outlook for volume growth in H1FY18, and adoption rates of 
new products like AMT amongst large M&HCV OEMs.  
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