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Rating matrix

Rating Buy
Target 3 3975
Target Period 12 months
Potential Upside 12%

Target Changed from ¥ 3330 to ¥ 3975
EPS FY18E Changed from % 181.6 to ¥ 199.6
EPS FY19E Changed from ¥ 208 to ¥ 232.8
Rating Changed from Hold to Buy

Quarterly performance

(XCrore) Q4FY17 Q4FY16 YoY Q3FY17 QoQ
Revenues 6,915.2 7,505.2 -1.9  6,364.6 8.7
EBITDA 957.6 1,189.2 -195  1,079.7 -11.3
EBITDA (%) 13.8 15.8 131 bps 17.0 -59 bps
Reported PAT 717.8 8333 -13.9 1721 -1.0

Key financials

% Crore FY16 FY17E FY18E FY19E
Net Sales 28,599 28,475 33,486 38,789
EBITDA 4,447.0 4,634.8 5,526.7 6,413.9
Net Profit 3,132.4 3,371.1 3,985.1 4,648.4
EPS () 156.9 169.1 199.6 232.8

Valuation summary

FY16 FY17E FY18E FY19E
P/E (x) 22.7 211 17.8 15.3
Target P/E (x) 25.3 23.5 19.9 17.1
EV/EBITDA (x) 15.2 14.3 11.9 10.1
P/BV (x) 8.9 7.0 6.5 5.4
RoNW (%) 39.4 33.0 36.3 35.3
RoCE (%) 53.6 43.5 49.0 47.9
Particular Amount
Market Capitalization (3 Crore) %71093.2 Crore
Total Debt (FY16) (% Crore) Z0crore
Cash & Investments (FY16) (% Crore) %3378.4Crore

EV (% Crore) 0.0

52 week H/L ) 3740/ 2849
Equity capital (% crore) 39.9
Face value (%) 2

Price performance

Hero MotoCorp Ltd 6.9 39 15 279
Bajaj Auto Ltd 22 2.7 -1.9 183
TVS Motor Company Ltd 1.3 85 386 434
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Hero MotoCorp (HERHON) % 3560

Rural growth to drive performance...

e Hero MotoCorp (HMCL) reported its Q4FY17 numbers, with topline &
EBITDA below our estimates but PAT above estimates. Revenues
came in at ¥ 6915 crore, down 7.9% YoY, up 8.7% QoQ, against our
estimate of ¥ 7130 crore with the miss attributable to lower than
estimated realisations. Net blended ASPs were at ¥ 42644 vs. our
estimate of ¥ 43970. Revenues were also lower due to ¥ 193 crore
discount allowed in March 2017 for sale of BSIIl compliant 2Ws

e Total volumes for the quarter were at 1621611 units, down 5.8%
YoY, up 10.1% QoQ. Motorcycle volumes (1444283 units) were up
0.3% YoY, 11.9% QoQ while scooter volumes (177328 units)
declined 36.8% YoY, 3% QoQ

e EBITDA margins came in at 13.8% (down 200 bps YoY, 318 bps
QoQ) vs. expectation of 14%. The beat on margins was on account
of lower than estimated gross margins. This was mainly due to heavy
discounts offered by the company to liquidate inventory post SC
verdict on BSIII vehicles

o Reported PAT came in at ¥ 718 crore (down 13.9% YoY, 7% QoQ) vs.
our expectation of ¥ 691.1 crore. PAT was higher than our estimate
on account of higher other income & lower than estimated tax

Recovery post demonetisation

The two-wheeler (2-W) industry witnessed fastest growth among all sub-
segments (PV, CV, 3-W) in H1FY17E, with domestic volumes growing
17% in H1FY17 (HMCL domestic volume growth-~17%). The
management was expecting a better performance in H2FY17 vs. H1FY17.
However, post demonetisation, growth momentum in Q3FY17 was
disrupted and 2-W as a segment was impacted the most as ~45% of 2-W
demand comes from rural area & the high cash component nature in 2-W
purchases. Given the higher rural exposure, HMCL's domestic volumes
declined ~9.3% YoY in H2FY17. However, going ahead, the management
expects double digit volume growth on the back of 1) Good monsoon 2)
infrastructure spending, 3) full recovery post demonetisation, 4) six new
launches & 5) recovery in rural growth. The company witnessed double
digit growth in retail sales in April and May till date. We expect HMCL's 2-
W volumes to grow 11%, 10% in FY18E, FY19E, respectively.

Product in place to capture up-trading trend

Despite increasing competitive intensity in the executive segment, HMCL
has maintained its dominant share in the sub-segment. Success in the
executive category is critical for any player to sustain or increase market
share, given that it accounts for ~60% of motorcycle market. HMCL's
market share in the executive segment increased from 66% in FY15 to
72% in FY16. With Glamour (fastest growing in the 125 cc category) in its
armour, the company is well positioned to capture the general trend of
transition from lower 100-110 cc motorcycles to 125 cc variants.

Macro factors favourable

Long term structural drivers exist in the form of the government’s focus
on doubling farm income, reducing replacement cycles & low finance

penetration. Hence, we change our recommendation from HOLD to BUY.
We value HMCL at 17x FY19E EPS to arrive at a target price of ¥ 3975.
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ariance analysis

Q4FY17 Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ(%) Comments

Total Operating Income 6,915 7,130 7,505 -1.9 6,365 8.7 The miss on revenue is attributable to lower than estimated net realisations

Raw Material Expenses 4,736 4,679 4,964 -4.6 4,128 14.7

Employee Expenses 328 a1 351 -6.7 374 -12.3  The employee expenses are lower as acturial valuation changed for gratuity

Other expenses 893 1,031 1,001 -10.7 783 14.2

Operating Profit (EBITDA) 958 1,000 1,189 -19.5 1,080 -11.3

EBITDA Margins (%) 13.8 14.0 15.8 131 bps 17.0 -59bps EBITDA margins was lower due to heavy discounts offered by company to
liquidate inventory post SC verdict on BSIIl vehicles

Other Income 118 96 117 1.3 132 -10.4

Interest 1.5 1.5 1.2 21.3 1.5 -2.6

Depreciation 135.3 121.2 114.7 17.9 124.9 8.4

PBT after Exceptional ltems 939.0 9733 1,190.0 -21.1  1,085.3 -135

Total Tax 2213 2823  356.7 -38.0 3133 -29.4

PAT 778  691.1 833.3 -139 7721 -1.0  PAT came in higher other income & lower than estimated tax outgo

EPS (Adjusted) 35.9 34.6 M7 -13.9 38.7 -1.0

Motorcycle volumes ('000s) 1,444.3 1,4576 1,440.6 0.3 1,290.8 11.9

Scooter volumes ('000s) 171.3 164.1 280.6 -36.8 182.7 -3.0

Export volumes('000s) 51.4 55.7 54.4 -5.6 43.0 19.5

Net Blended ASP (Z/unit) 42,644 43,970 43,603 -2.2 43,192 -1.3  ASPs came in lower due to higher discounts

RM/Vehicle (/unit) 29,206 28,854 28,787 1.5 28,014 43

EBITDA/Vehicle (Z/unit) 6,448 6,166 1,756 -16.9 6,959 -1.3  Drop in EBITDA on account of higher discounts offered by company

Source: Company, ICICldirect.com Research

hange in estimates

FY18E FY19E
(% Crore) Old New % Change Old New % Change Comments
Revenue 31,850 33,486 5.1 36,146 38,789 7.3 The revenue estimates are revised upwards after the double digit volume guidance by the company
EBITDA 5,083 5,527 8.7 5,772 6,414 1.1
EBITDA Margin (%) 16.0 16.5 55 bps 16.0 16.5 57 bps Margins will be higher due to operating leverage benefit
PAT 3,626 3,985 9.9 4,154 4,648 11.9 Higher revenue growth & margin expansion will result in higher PAT growth
EPS %) 181.6 199.6 9.9 208.0 2328 1.9

Source: Company, ICICldirect.com Research

Current Earlier Comments

FY16  FY17E  FY18E  FY19E  FY18E  FY19E

Motorcycle volumes ('000s) 5,736 5,834 6,443 7,040 6,234 6,741 Increased estimates post management's guidance of double digit growth on the back
of new launches, good monsoon & rural demand

Scooter volumes ('000s) 896 830 954 1,097 982 1,129
Export volumes('000s) 210 180 203 230 216 246
Gross Blended ASP (Z/unit) 47,178 45,926 48,344 50,906 47,180 48,456 Likely to be better-than-anticipated earlier on the back of product mix enrichment
RM/Vehicle (Z/unit) 29,123 28,530 30,219 31,828 29,600 30,793
EBITDA/Vehicle (%/unit) 7,102 7,058 747 7,882 7044 17,334

Source: Company, ICICldirect.com Research
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Key conference call takeaways

e The management expects the industry to grow at higher single digits
with the company itself growing at double digit growth rates. This
growth is expected to be on the back of 1) Good monsoon, 2)
infrastructure spending, 3) Full recovery post demonetisation and 4)
recovery in rural growth

e In the export market, the company has a presence in 35 countries.
While there are headwinds in Colombia, HMCL is consolidating its
market in Sri Lanka and Bangladesh. The company has launched
products in Argentina and Nigeria

e The management has maintained a margin guidance of 14-15% for
the medium to long term

e The company is expected to launch a new product in the scooter
segment in H2FY18. HMCL expects its scooter segment to outpace
industry growth

e The company has six new launches/refreshes in FY18

e Hero Fincorp had financed ~10% of HMCL's sales in FY17 vs. ~7% in
FY16

e The management has guided for a capex of ¥ 2500 crore in FY18,
which will be towards new plant in Halol ( Gujarat), Andhra Pradesh &
Bangladesh, digitisation & upgradation of existing plants

e R&D to salesin FY17 were at 1.3%

e The current inventory is at four to five weeks

e For FY17, the spare sales growth was at 4% YoY while growth for
Q4FY17 was at 7-8% YoY

e Introduction of CBS will increase cost by ~% 2500-3500 per vehicle
while that of ABS will increase cost by ~% 5000-6000 per vehicle

ICICI Securities Ltd | Retail Equity Research Page 3
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Company Analysis

Recovery post demonetisation

The 2-W industry witnessed fastest growth among all sub-segments (PV,
CV, 3-W) in H1FY17E, with domestic volumes growing 17% in H1FY17
(HMCL domestic volume growth-~17%). The management was expecting
a better performance in H2FY17 vs. H1FY17. However, post
demonetisation, growth momentum in Q3FY17 was disrupted and 2-W as
a segment was impacted the most as ~45% of 2-W demand comes from
rural area & the high cash component nature in 2-W purchases. Given the
higher rural exposure, HMCL's domestic volumes declined ~9.3% YoY in
H2FY17. However, going ahead, the management expects double digit
volume growth on the back of 1) good monsoons 2) infrastructure
spending, 3) full recovery post demonetisation, 4) six new launches & b)
recovery in rural growth. The company has witnessed double digit
growth in retail sales in April and May till date. We expect HMCL’s 2-W
volumes to grow 11%, 10% in FY18E, FY19E, respectively.

Exhibit 1: Growth in revenues
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Exhibit 2: Product mix
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LEAP gains to support margins

HMCL’s margins remained under pressure in FY13 & FY14 as the product
mix deteriorated. However, with the launch of the LEAP programme,
HMCL has managed to show a significant cost reduction. Annual savings
through LEAP have been ¥ 169 crore in FY14, ¥ 329 crore in FY15 & X 283
crore in FY16. However, the company continues to focus on export
markets and is likely to invest heavily in advertising & sales promotion.
The management has continued its plans to enter 50 markets by 2020 and
is targeting volumes sales of ~1.2 million units from exports. HMCL plans
to enter some larger markets like Nigeria, Argentina and Mexico. The
management expects 50-60 bps addition in margins in FY18E.

Exhibit 3: Margins trend

7000 -+ r 18
16.5 16
16.3 9
6000 + 15.5 16
13.8 14.0 L 14
5000 - 12.8
12
= 4000 - - 10
2 =
w 3000 - N 8=
~ LS 2
= 8 = -6
2000 | = g = &
2 = L 4
o o
1000 L,
0 -+ I
FY13 FY14 FY15 FY16 FY17E FYIBE  FY19E
. EBITDA EBITDA Margins (%)

Source: Company, ICICldirect.com Research

Exhibit 4: Raw material costs, other expenses hit margins
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Profitability to remain at elevated levels

With expected revenue CAGR of ~16.7% in FY17-19E, and operating
margins at elevated levels of ~16.5%, we expect profit to increase at
~17.3% CAGR in FY17-19E to ~¥ 4,648 crore.

Exhibit 5: Trend in profitability
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Strong FCFs as working capital cycle continues to remain impressive

HMCL continues to boast of a negative working capital cycle even as the
industry faces a slowdown. Even with fairly aggressive capex of ¥ 2500
crore being planned in FY18E, FCF generation is likely to be strong as the
working capital management remains strong. We believe FY18E wiill
witness an FCF of ~% 3720 crore.

Exhibit 6: Negative working capital cycle fuels strong FCFs; capex withstanding
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Return ratios to remain at elevated levels

With a strong asset turnover and high dividend payout, return ratios will
remain strong, which is one of the major reasons why we are comfortable
with HMCL even in the wake of other issues. However, in the past two
years, owing to a slowdown in profitability growth, return ratios have
declined slightly.

Exhibit 7: Return ratios to remain high
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Source: Company, ICICldirect.com Research

Decent dividend payout policy, net debt negative profile

With strong CFO generation meeting most capex needs, HMCL has
maintained a healthy balance sheet. This has led to a strong dividend
payout policy as investment requirements in two-wheelers remain low
vis-a-vis other automotive segments. Accumulated profits (ex-
appropriations) have largely added to the huge liquid investment
portfolio. Thus, the company has a strong balance sheet with negative net
debt while the cash and cash equivalents including investment comprise
~40% of the asset side. Going ahead, we expect strong cash flow
generation to further lead to an increase in cash & cash equivalents to
~% 6195 crore by FY19E.

Exhibit 8: Net debt negative as strong cash, equivalents form ~40% of total assets
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HMCL has also been a decent dividend payer with payouts at ~45% on
an average (FY07-15, excluding FY10, FY11 that saw special dividends
taking payouts ~100%). Going ahead, we expect dividend payouts to stay
at decent levels despite planned capex of ~% 2500 crore in FY18E.

ICICI Securities Ltd | Retail Equity Research
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Exhibit 9: Decent dividend payout despite continuing capex plan....
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Annual report key takeaways

At the end of FY16, the company had an installed capacity of
8.1 million units with a market share of 39% in domestic 2-W
market & 52.4% market in domestic motorcycle market

In FY16, the company started its first overseas manufacturing
facility in Colombia with a production capacity of 80,000 per
annum, which will be expanded to produce 150,000 units
annually in the next phase. The construction of the second
overseas plant at Jessore in Bangladesh, with an annual
installed capacity of 1.5 lakh units, is expected to start in the
second half of FY17. The company is committed to increase
its presence overseas from 29 to 50 countries in 2020

During FY16, the free cash flow from operations was at 3,914
crore (previous year T 2,250 crore). These cash flows were
deployed in capital assets including the setting up of the
Centre for Innovation & Technology (CIT), investments and
also paid out as dividend during the year

Raw material costs as a proportion of sales declined from
72.2% to 68.6% as a consequence of lower commodity prices
and internal cost control measures (LEAP)

R&D as percentage of sales rose from 0.5% in FY15 to 1% in
FY16

The company’s marketing & publicity spend was 0.1% higher
than previous year

The fifth plant of the company at Halol, Gujarat is nearing
completion and is slated to be operational for its Phase |
capacities in H2FY17. The company is also working with the
Andhra Pradesh government for setting up a manufacturing
unit at Sricity in Chittoor District in Andhra Pradesh

Cash conversion cycle was negative 10 days (FY15 negative
nine days)

ICICI Securities Ltd | Retail Equity Research
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Outlook & valuation

Long term structural drivers exist in the form of the government’s focus on
doubling farm income, reducing replacement cycles and low finance
penetration. Therefore, we change our recommendation on the stock from
HOLD to BUY. We value HMCL at 17x FY19E EPS to arrive at a target price
of T 3975.

Exhibit 10: Valuations

Sales  Growth EPS Growth PE EV/EBITDA  RoNW RoCE|

Rer) (%) Rcr) (%) (x) (x) (%) (%)
FY16 28,599.3 3.0 156.9 31.3 22.9 15.4 39.4 53.6
FY17E 28,475.0 0.4 169.1 18 21.2 14.5 33.0 43.5
FY18E 33,486.3 17.6 199.6 18.0 18.0 121 36.3 49.0
FY19E 38,788.6 15.8 232.8 16.6 15.4 10.2 35.3 47.9

Source: Company, ICICldirect.com Research
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Recommended history vs. consensus estimate
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Key events

Mar-10 Hero MotoCorp looking to add fourth plant on rural demand growth; capacity of 0.85 mn units

Dec-10 Hero Honda and Honda announce break-up of JV after more than two decades. The solo journey of Hero MotoCorp begins

Feb-11 Honda Motor Co. plans to enter into 100 cc segment intensifying competition against Hero MotoCorp

Apr-11 Hero MotoCorp announces dividend payout, which disappoints investors

Nov-11 Hero MotoCorp announces big long term plans of sales for 10 mn units and revenue $10 billion by 2018

Mar-12 Hero looks at various options to gain technology including Ducati. Investors give a thumbs down

May-12 Hero MotoCorp announces plans to spend ¥ 2,500 crore towards plants in Rajasthan, Gujarat along with R&D centre by 2014
Sep-12 Hero MotoCorp reports weakest monthly volumes since April 2010 as rural demand slows down on weak monsoon

Feb-13 Company continues to report YoY volume declines as 2-W industry faces demand slump, competition intensifies

Apr-13 The management pushes a new five-year warranty strategy. The market response is very favourable

May-14 Hero MotoCorp's new strategy of LEAP starts to show marginal benefits

Jun-14 US based PE firm, Bain Capital sells 2.81% stake in the company for ~31481 crore

Jul-14 HMCL forms subsidiary in Columbia as part of its vision of expanding globalfootprint

Sep-14 Company plans to set up manufacturing plant in Chitoor, Andhra Pradesh with investment of ~% 1600 crore and capacity of 1.8 million units
Oct-14 HMCL Neemrana plant in Rajashthan goes on stream, taking the combined installed capacity of four plants at 7.65 million per annum
Dec-14 Tiger Woods becomes brand endoser for HMCL

Mar-15 HMCL JV with Magnetti Marelli, HMC-MM inagurates its first production and development centre at Manesar, Haryana

Source: Company, ICICldirect.com Research

Top 10 Shareholders Shareholding Pattern

Rank Name Latest Filing Date % 0/S Position (m) Change (m) i (in %) Mar-16 Jun-16 Sep-16 Dec-16 Mar-17
1 Hero Group 31-Mar-17  0.20 39.9 17.76  Promoter 346 346 346 346 346
2 Brijmohan Lall Om Prakash Partnership Firm 31-Mar-17  0.14 21.9 -17.76  Fll 399 413 428 430 429
3 Life Insurance Corporation of India 31-Mar-17  0.04 8.5 0.00 DIl 182 170 154 150 15.2
4 OppenheimerFunds, Inc. 31-Mar-16  0.03 6.0 0.04 Others 1.3 7.1 1.2 1.3 1.3
5  Aberdeen Asset Management (Asia) Ltd. 30-Jun-16  0.02 49 -2.56
6  Aberdeen Asset Managers Ltd. 31-Mar-17  0.02 4.1 0.24
7 Templeton Investment Counsel, L.L.C. 31-Mar-17  0.02 4.0 0.00
8  Lazard Asset Management, L.L.C. 31-Mar-16  0.02 3.4 147
9 The Vanguard Group, Inc. 31-Mar-17  0.02 3.1 0.02
10  Franklin Templeton Asset Management (India) Pvt. Ltd. 31-Mar-17  0.01 2.8 0.68

Source: Reuters, ICICldirect.com Research

Buys NES
Investor name Value Shares [l Investor name Value Shares
Hero Group +882.2M +17.8M  Brijmohan Lall Om Prakash Partnership Firm -882.2M -17.8M
Genesis Investment Management, LLP +70.8M +1.4M Robeco Institutional Asset Management B.V. -9.9M -0.2M
Franklin Templeton Asset Management (India) Pvt. Ltd. +33.8M +0.7M  Lyxor Asset Management -9.4M -0.2M
Aberdeen Asset Management Company Ltd. (Thailand) +21.1M +0.4M  Grantham Mayo Van Otterloo & Co LLC -4.4M -0.1M
Aberdeen Asset Managers Ltd. +11.9M +0.2M TOBAM -4.1M -0.1M

Source: Reuters, ICICldirect.com Research
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Financial summary

Profit and loss statement < Crore
(Year-end March) FY16 FY17E FY18E FY19E
Total operating Income 28,599.3 28,475.0 33,486.3 38,788.6
Growth (%) 3.7 0.4 17.6 15.8
Raw Material Expenses 19,3149 19,011.8 22,354.3 25,900.0
Employee Expenses 1,319.6 1,396.0 1,573.1 1,812.4
Other expenses 3517.8 34324  4,0323 46623
Total Operating Expenditure 24,152.3 23,840.2 27,959.6 32,374.7
EBITDA 4,447.0 46348 5526.7 6,413.9
Growth (%) 21.6 42 19.2 16.1
Depreciation 441.4 492.7 521.5 604.1
Interest 2.2 6.1 6.1 6.1
Other Income 391.1 522.4 613.8 743.4
PBT 4,3946 46585 56128  6,547.1
Total Tax 1,262.2 1,281.3  1,627.7 1,898.7
PAT 3,1324 33771 3,985.1 4,648.4
Growth (%) 31.3 1.8 18.0 16.6
EPS () 156.9 169.1 199.6 232.8
Source: Company, ICICldirect.com Research

Balance sheet < Crore
(Year-end March) FY16 FY17E FY18E FY19E
Liabilities

Equity Capital 39.9 39.9 39.9 39.9
Reserve and Surplus 7,904.8 10,1844 10,943.2 13,1383
Total Shareholders funds 7,944.7 10,2244 10,983.1 13,178.2
Total Debt 0.0 0.0 0.0 0.0
Deferred Tax Liability 221.8 414.3 414.3 414.3
Others 34.9 75.3 75.3 75.3
Total Liabilities 8,207.4 10,7140 11,472.7 13,668.0
Assets

Gross Block 5,904.4 6,946.5 9,146.5 10,946.5
Less: Acc Depreciation 2,143.0 2,6358 3,157.3  3,761.4
Net Block 3,761.4 43107 59892 7,185.1
Capital WIP 288.3 270.7 270.7 270.7
Total Fixed Assets 4,049.7 45815 6,259.9 74558
Investments 4,266.4 5,889.8  6,039.8 6,789.8
Inventory 673.0 656.3 688.1 894.0
Debtors 1,282.8 1,561.9 1,469.8 1,702.5
Loans and Advances 521.5 21.1 25.6 29.6
Cash 131.3 136.7 473.9 953.9
Total Current Assets 2,991.8  2,688.1 29123  2,748.7
Creditors 2,766.9  3,247.3 40022  4529.7
Provisions 883.2 39.0 48.1 54.4
Total Current Liabilities 3,949.0 41333 4,093.4  4,9995
Net Current Assets -957.2  -1,445.2 -1,181.1  -2,250.8
Application of Funds 8,207.4 10,7140 11,472.8 13,668.0

Source: Company, ICICldirect.com Research
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Cash flow statement X Crore

(Year-end March) FY16 FY17E FY18E FY19E
Profit after Tax 3,1324  3,371.1 3,985.1 4,648.4
Add: Depreciation 441.4 492.7 521.5 604.1
(Inc)/dec in Current Assets 275.8 -218.9 500.9 -453.3
Inc/(dec) in CL and Provisions 184.2 -39.9 906.1 684.1
CF from operating activities 4,033.8  3,611.1 59136  5,483.3
(Inc)/dec in Investments -956.7  -1,293.9 -100.0 -600.0
(Inc)/dec in Fixed Assets -1,258.3  -1,0244  -2,200.0 -1,800.0
Others -117.8 -190.0 -50.0 -150.0
CF from investing activities -2,332.8 -2,508.3 -2,350.0 -2,550.0
Inc/(dec) in loan funds 0.0 0.0 0.0 0.0
Dividend paid & dividend tax -1,7305 -1,986.0 -2,336.5 -2,453.3
Inc/(dec) in Sec. premium - - - -
CF from financing activities -1,731.1 -1,1035 -3,2325  -2,459.4
Net Cash flow -27.9 5.4 337.2 480.0
Opening Cash 159.3 131.3 136.7 473.9
Closing Cash 131.3 136.7 473.9 953.9

Source: Company, ICICldirect.com Research

(Year-end March) FY16 FY17E FY18E FY19E
Per share data (3)

EPS 156.9 169.1 199.6 232.8
Cash EPS 179.0 193.8 225.7 263.0
BV 397.8 512.0 550.0 659.9
DPS 86.7 99.5 117.0 122.9
Cash Per Share 6.6 6.8 23.7 47.8
Operating Ratios (%)

EBITDA Margin 15.5 16.3 16.5 16.5
PBT / Net sales 14.0 14.5 14.9 15.0
PAT Margin 8.3 8.6 11.0 11.9
Inventory days 8.6 8.4 15 8.4
Debtor days 16.4 20.0 16.0 16.0
Creditor days 35.3 41.6 43.6 42.6
Return Ratios (%)

RoE 394 33.0 36.3 35.3
RoCE 53.6 435 49.0 479
RolC 108.6 86.8 96.7 91.2
Valuation Ratios (x)

P/E 22.9 21.2 18.0 15.4
EV / EBITDA 15.4 14.5 12.1 10.2
Market Cap / Sales 2.5 25 2.1 1.8
Price to Book Value 9.0 7.0 6.5 5.4
Solvency Ratios

Current Ratio 0.7 0.8 0.5 0.5
Quick Ratio 0.5 0.6 0.3 0.4

Source: Company, ICICldirect.com Research
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ICICldirect.com coverage universe (Auto & Auto Ancillary)

CMP M Cap EPS (%) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

Sector / Company R) TPR) Rating (XCr) FY16 FY17E FY18E FY16 FY17E FY18E FY16 FY17E FY18E FY16 FY17E FY18E FY16 FY17E FY18E
Amara Raja (AMARAJ) 923 930 Hold 15770 285 294 373 323 314 248 181 171 137 312 262 279 232 201 212
Apollo Tyre (APOTYR) 235 280 Buy 11856 217 218 197 108 108 119 65 79 86 199 136 11.0 171 150 122
Ashok Leyland (ASHLEY) 88 100  Buy 24719 2.5 4.0 48 345 219 182 1.8 116 96 228 208 226 174 174 188
Bajaj Auto (BAAUTO) 2990 3000 Hold 86529 126.8 1422 1563 222 198 180 166 168 147 422 389 381 299 289 279
Balkrishna Ind. (BALIND) 1538 1400 Buy 14866 587 77.0 838 201 153 141 112 96 7.6 204 225 247 203 225 247
Bharat Forge (BHAFOR) 1085 1150 Buy 25272 280 305 446 387 356 243 176 179 134 165 148 195 183 174 215
Bosch (MICO) 23844 25250 Buy 74869 410.2 567.0 566.2 55.2 40.0 40.0 360 375 261 151 158 158 225 214 253
Eicher Motors (EICMOT) 28561 30500 Buy 77144 6559 833.2 1019.4 435 343 28.0 248 184 147 392 411 391 360 33.6 309
Exide Industries (EXIIND) 240 270  Buy 20392 1.3 8.2 9.4 327 294 254 190 177 144 194 187 204 140 141 148
Hero Mototcorp (HERHON) 3560 3975 Hold 71093 156.9 169.1 199.6 227 211 178 152 143 119 536 435 490 394 330 363
JK Tyre & Ind (JKIND) 177 215 Buy 4010 210 166 181 84 107 97 58 81 65 201 112 118 291 158 182
Mahindra CIE (MAHAUT) 245 280  Buy 7914 45 103 135 548 237 181 168 115 9.1 54 108 126 69 111 132
Maruti Suzuki (MARUTI) 6877 7200 Buy 207829 151.3 2429 280.1 454 283 245 214 186 158 239 263 265 169 203 204
Motherson (MOTSUM) 409 370 Hold 57334 91 104 140 450 392 291 154 120 97 199 178 196 300 188 217
Tata Motors (TELCO) 443 535 Buy 133988 372 192 411 123 239 111 38 51 38 170 87 142 153 6.7 125
Wabco India (WABTVS) 5883 7000 Buy 11178 107.7 118.6 1584 546 496 37.1 379 324 248 194 178 194 255 245 2638

Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.
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Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;
Sell: -10% or more;
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ANALYST CERTIFICATION

We /I, Nishit Zota, MBA & Vidrum Mehta, MBA Research Analyst, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect our views about the subject issuer(s) or securities. 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
report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has
its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which
are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The 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 reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current.
Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities 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 ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this
company, or in certain other circumstances.

This 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
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. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this 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 exercise 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. ICICI Securities accepts no liabilities whatsoever for any
loss or damage of any kind arising out of the use of this 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.

ICICI Securities 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.
ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in

respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts
and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Nishit Zota, MBA & Vidrum Mehta, MBA Research Analyst, of this report have not received any compensation from the companies mentioned in the report in the preceding twelve
months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities 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 report as of the last day of the month
preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Nishit Zota, MBA & Vidrum Mehta, MBA Research Analyst, do not serve as an officer, director or employee of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This 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 would be contrary to law, regulation or which would subject ICICI Securities 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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