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Rating: ACCUMULATE | CMP: Rs554 | TP: Rs665 

Good performance despite industry challenges 

For Q3FY19, TVS motor’s EBITDA margins stood at 8.1%, where revenues 

were higher 27% YoY on the back of strong volume growth of 20% YoY, 

despite the overall industry demand being tepid on account of higher 

insurance costs as well as the liquidity crisis. Management expects TVS to 

continue to outperform the industry with growth being driven by success of 

the new launches (Ntorq and Radeon) and filling up of gaps in its product 

portfolio. For achieving the earlier stated long-term target of double digit 

margins, we feel volume growth would be key as it would provide much 

needed operating leverage benefits to combat the incremental costs related 

to the implementation of BSVI norms. Despite the muted industry scenario, 

we expect TVS to continue to outperform the industry and build in overall 

volume growth of 14.7%/14.4% for FY20/21e respectively. We maintain 

“Accumulate” with a price target of Rs665, based upon a PE of 24x Sep21E. 

TVS currently trades at a PER of 29x FY19E EPS and 22x FY20E EPS. 

 Revenue up 26% YoY; OPM at 8.1%: For Q3FY19, TVS motor’s EBITDA 

margins stood at 8.1% (rose 30bps YoY but dipped 50bps QoQ), against our 

expectations of 8.5%. TVS Motors’ overall Q3FY19 revenues grew a robust 

26.6% YoY to Rs46.6bn, ahead of PLe at Rs45.4bn, on the back of strong 

volume growth of 20% YoY (down 9% QoQ) and realisation improvement of 

5.7% YoY (up 2.7% QoQ). Realisations were higher sequentially on account 

of better product mix, exchange gains and price hikes. Absolute EBITDA 

surged 31% YoY (down 12% QoQ) to Rs3.8bn. Net profit for the company was 

at Rs1.8bn, higher 16% YoY v/s PLe of Rs1.9bn. Owing to the commodity 

inflation (~1% impact on RM costs as % of sales) as well as customs duty rise 

on raw material imports (impacting to the tune of 0.5%), Q3FY19 gross margins 

contracted 310bps YoY (flat QoQ). Staff costs & Other expenses as a % of 

sales however, were lower 60bps YoY and 270bps YoY (freight costs now 

netted against revenue) respectively.  

 Key con-call takeaways: (1) While Q3 retails were slower affected by 

insurance cost rise as well as liquidity issue, management expects growth to 

recover in Q4. (2) The management expects scooter growth to come back and 

scooters to outgrow motorcycles again, where TVS Motors is expected to 

continue growing ahead of the industry (NTorq run-rate to be ~25K/month). (3) 

Radeon is expected to reach ~25K units per month in Jan’19. (4) TVS has 

taken a price hike of ~0.6% in Q3FY19. In Jan’19, the company has taken an 

average price hike of Rs300/vehicle for certain products. YTDFY19 price rise 

is ~0.9% and the company is contemplating further price rise ahead on account 

of higher safety requirements. (5) With stable currency availability and oil prices 

in most export geographies, TVS expects momentum in exports to continue 

over FY19 and FY20. (6) Export revenues for the quarter stood at Rs10.6bn, 

forming ~23% of sales. (7) Capex guidance for FY19 is at Rs7bn (earlier 

Rs8bn), of which YTDFY19 capex spend is Rs5bn.   
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Change in Estimates 

                               Current           Previous 

 FY20E FY21E FY20E FY21E 

Rating  ACCUMULATE  ACCUMULATE 

Target Price  665  618 

Sales (Rs. m) 214,010 251,940 208,115 244,882 

     % Chng.   2.8 2.9 

EBITDA (Rs. m) 19,674 24,027 19,060 23,757 

     % Chng.   3.2 1.1 

EPS (Rs.) 24.5 30.9 24.7 31.8 

     % Chng.   (0.8) (2.9) 

Key Financials 

      FY18 FY19E FY20E FY21E 

Sales (Rs. m)  151,297  181,292  214,010  251,940 

EBITDA (Rs. m)  11,292  15,278  19,674  24,027 

  Margin (%)  7.5  8.4  9.2  9.5 

PAT (Rs. m)  6,626  8,862  11,648  14,684 

EPS (Rs.)  13.9  18.7  24.5  30.9 

  Gr. (%)  18.7  33.8  31.4  26.1 

DPS (Rs.)  0.0  0.0  0.0  0.0 

   Yield (%)  -   -   -   -  

RoE (%)  25.1  27.3  28.5  28.2 

RoCE (%)  20.8  26.5  29.9  31.6 

EV/Sales (x)  1.8  1.5  1.2  1.0 

EV/EBITDA (x)  24.4  17.6  13.3  10.5 

PE (x)  39.7  29.7  22.6  17.9 

P/BV (x)  9.1  7.3  5.8  4.5 

Key Data  TVSM.BO | TVSL IN 

52-W High / Low Rs.734 /  Rs.479 

Sensex / Nifty 36,445 / 10,923 

Market Cap Rs.263bn/ $ 3,689m 

Shares Outstanding 475m 

3M Avg. Daily Value Rs.1570.24m 

Shareholding Pattern (%) 

Promoter’s 57.40  

Foreign 15.85  

Domestic Institution 15.11  

Public & Others 11.64 

Promoter Pledge (Rs bn) -  

Stock Performance (%) 

 1M 6M 12M 

Absolute (3.3) (1.9) (22.5) 

Relative (5.1) (1.8) (23.9) 
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 Q3FY19 Result Overview (Rs m) 

Y/e March Q3FY19 Q3FY18 YoY gr. (%) Q2FY19 9MFY19 9MFY18 YoY gr. (%) 

Net Revenues 46,640 36,850 26.6 49,935 138,259 111,492 24.0 

Raw Materials 35,347 26,783 32.0 37,840 104,829 81,873 28.0 

 % of Net Sales 75.8 72.7  75.8 75.8 73.4  

Personnel 2,367 2,118 11.7 2,449 7,191 6,408 12.2 

 % of Net Sales 5.1 5.7  4.9 5.2 5.7  

Manufacturing & Other Exp 5,169 5,081 1.7 5,363 14,988 14,603 2.6 

 % of Net Sales 11.1 13.8  10.7 10.8 13.1  

Total Expenditure 42,883 33,982 26.2 45,653 127,008 102,884 23.4 

EBITDA 3,757 2,868 31.0 4,282 11,251 8,608 30.7 

 EBITDA Margin (%) 8.1 7.8  8.6 8.1 7.7  

Depreciation 1,012 824 22.8 1,016 2,962 2,444 21.2 

EBIT 2,745 2,044 34.3 3,266 8,289 6,164 34.5 

Interest Expenses 167 122 37.1 212 559 384 45.6 

Non-operating income 7 182 (96.4) 7 40 1,085 (96.4) 

PBT 2,585 2,104 22.9 3,062 7,770 6,866 13.2 

Tax-Total 801 560 42.9 949 2,407 1,896 27.0 

 Tax Rate (%) - Total 31.0 26.6 16.3 31.0 31.0 27.6 12.2 

Reported PAT 1,784 1,543 15.6 2,113 5,363 4,969 7.9 

Adj. PAT 1,784 1,543 15.6 2,113 5,363 4,969 7.9 

Source: Company, PL 

 Operating Metrics 

Y/e March Q3FY19 Q3FY18 YoY gr. (%) Q2FY19 9MFY19 9MFY18 YoY gr. (%) 

Sales Volume (no.s) 989,787 826,285 19.8 1,088,374 3,006,435 2,576,977 16.7 

Net Realisation/Vehicle 47,121 44,597 5.7 45,880 45,988 43,265 6.3 

Material cost / vehicle 35,712 32,413 10.2 34,768 34,868 31,771 9.7 

Gross Profit / vehicle 11,409 12,183 (6.4) 11,113 11,119 11,494 (3.3) 

Employee cost /vehicle 2,391 2,564 (6.7) 2,251 2,392 2,487 (3.8) 

Other expenses / vehicle 5,222 6,149 (15.1) 4,928 4,985 5,667 (12.0) 

EBITDA/vehicle 3,796 3,471 9.4 3,934 3,742 3,340 12.0 

Net Profit/vehicle 1,802 1,868 (3.5) 1,942 1,784 1,928 (7.5) 

Source: Company, PL 
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Financials 
 

Income Statement (Rs m) 

Y/e Mar    FY18 FY19E FY20E FY21E 

Net Revenues  151,297  181,292  214,010  251,940 

   YoY gr. (%)  24.7  19.8  18.0  17.7 

Cost of Goods Sold  111,330  132,344  155,660  182,130 

Gross Profit  39,967  48,948  58,351  69,810 

   Margin (%)  26.4  27.0  27.3  27.7 

Employee Cost  8,680  10,334  11,129  13,101 

Other Expenses  19,995  23,337  27,548  32,683 

                          

EBITDA  11,292  15,278  19,674  24,027 

   YoY gr. (%)  31.8  35.3  28.8  22.1 

   Margin (%)  7.5  8.4  9.2  9.5 

                          

Depreciation and Amortization  3,387  3,646  4,341  4,741 

                          

EBIT  7,905  11,632  15,332  19,285 

  Margin (%)  5.2  6.4  7.2  7.7 

                          

Net Interest   566  462  416  352 

Other Income  1,448  1,673  1,964  2,348 

                          

Profit Before Tax  8,786  12,844  16,881  21,281 

   Margin (%)  5.8  7.1  7.9  8.4 

                          

Total  Tax  2,161  3,982  5,233  6,597 

   Effective tax rate (%)  24.6  31.0  31.0  31.0 

                          

Profit after tax  6,626  8,862  11,648  14,684 

Minority interest  -   -   -   -  

Share Profit from Associate  -   -   -   -  

                          

Adjusted PAT  6,626  8,862  11,648  14,684 

   YoY gr. (%)  18.7  33.8  31.4  26.1 

   Margin (%)  4.4  4.9  5.4  5.8 

Extra Ord. Income / (Exp)  -   -   -   -  

                          

Reported PAT  6,626  8,862  11,648  14,684 

  YoY gr. (%)  18.7  33.8  31.4  26.1 

  Margin (%)  4.4  4.9  5.4  5.8 

                          

Other Comprehensive Income  -   -   -   -  

Total Comprehensive Income  6,626  8,862  11,648  14,684 

Equity Shares O/s (m)  475  475  475  475 

EPS (Rs)  13.9  18.7  24.5  30.9 

Source: Company Data, PL Research 

 

 

 

 
 

Balance Sheet Abstract (Rs m) 

  Y/e Mar    FY18 FY19E FY20E FY21E 

Non-Current Assets                         

                          

Gross Block  45,454  51,766  56,766  61,766 

  Tangibles  43,846  49,763  54,763  59,763 

  Intangibles  1,608  2,002  2,002  2,002 

                          

Acc: Dep / Amortization  21,736  25,381  29,723  34,464 

  Tangibles  20,691  24,337  28,678  33,420 

  Intangibles  1,044  1,044  1,044  1,044 

                          

Net fixed assets  23,719  26,384  27,043  27,302 

  Tangibles  23,155  25,426  26,085  26,344 

  Intangibles  564  958  958  958 

                          

Capital Work In Progress  1,311  -   -   -  

Goodwill  -   -   -   -  

Non-Current Investments  20,355  21,355  23,855  28,855 

Net Deferred tax assets (1,482) (1,482) (1,482) (1,482) 

Other Non-Current Assets  629  629  629  629 

                          

Current Assets                         

  Investments  -   -   -   -  

  Inventories  9,644  11,570  13,670  16,107 

  Trade receivables  9,684  11,617  13,727  16,173 

  Cash & Bank Balance  109  5,773  11,986  18,490 

  Other Current Assets  6,202  6,252  6,502  7,002 

Total Assets  73,310  85,237  99,170  116,814 

                          

Equity                         

  Equity Share Capital  475  475  475  475 

  Other Equity  28,329  35,528  45,276  58,060 

Total Networth  28,804  36,004  45,751  58,535 

                          

Non-Current Liabilities                         

  Long Term borrowings  4,698  4,698  4,698  4,698 

  Provisions  538  538  538  538 

  Other non current liabilities  -   -   -   -  

                          

Current Liabilities                         

  ST Debt / Current of LT Debt  7,194  6,494  4,894  3,294 

  Trade payables  25,180  30,208  35,693  42,054 

  Other current liabilities  3,318  3,618  3,818  3,918 

Total Equity & Liabilities  73,310  85,237  99,170  116,814 

Source: Company Data, PL Research 
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Cash Flow (Rs m)     

Y/e Mar    FY18 FY19E FY20E FY21E Year 

PBT  8,786  12,844  16,881  21,281  

 Add. Depreciation  3,387  3,646  4,341  4,741  

 Add. Interest   566  462  416  352  

Less Financial Other Income  1,448  1,673  1,964  2,348  

 Add. Other (480)  -   -   -   

Op. profit before WC changes  12,260  16,951  21,638  26,374  

Net Changes-WC  3,302  1,519  1,225  578  

Direct tax (1,936) (3,982) (5,233) (6,597)  

Net cash from Op. activities  13,626  14,488  17,630  20,355  

Capital expenditures (7,956) (5,000) (5,000) (5,000)  

Interest / Dividend Income  -   -   -   -   

Others (4,475) (1,000) (2,500) (5,000)  

Net Cash from Invt. activities (12,431) (6,000) (7,500) (10,000)  

Issue of share cap. / premium  -   -   -   -   

Debt changes  820 (700) (1,600) (1,600)  

Dividend paid (1,425) (1,663) (1,900) (1,900)  

Interest paid (566) (462) (416) (352)  

Others  -   -   -   -   

Net cash from Fin. activities (1,172) (2,825) (3,916) (3,852)  

Net change in cash  24  5,664  6,214  6,503  

Free Cash Flow  5,670  9,488  12,630  15,355  

Source: Company Data, PL Research   

Quarterly Financials (Rs m)     

Y/e Mar    Q4FY18 Q1FY19 Q2FY19 Q3FY19 

Net Revenue  39,928  41,685  49,935  46,640 

   YoY gr. (%)  40.4  22.6  22.8  26.6 

Raw Material Expenses  29,458  31,642  37,840  35,347 

Gross Profit  10,470  10,042  12,095  11,293 

  Margin (%)  26.2  24.1  24.2  24.2 

EBITDA  2,807  3,212  4,282  3,757 

   YoY gr. (%) (2.1)  14.4  33.3 (12.2) 

   Margin (%)  7.0  7.7  8.6  8.1 

Depreciation / Depletion  944  933  1,016  1,012 

EBIT  1,863  2,279  3,266  2,745 

  Margin (%)  4.7  5.5  6.5  5.9 

Net Interest  183  180  212  167 

Other Income  240  26  7  7 

Profit before Tax  1,921  2,124  3,062  2,585 

  Margin (%)  4.8  5.1  6.1  5.5 

Total Tax  264  658  949  801 

  Effective tax rate (%)  13.8  31.0  31.0  31.0 

Profit after Tax  1,656  1,466  2,113  1,784 

Minority interest  -  -  -  - 

Share Profit from Associates  -  -  -  - 

Adjusted PAT  1,656  1,466  2,113  1,784 

   YoY gr. (%)  30.7  13.3 (0.9)  15.6 

  Margin (%)  4.1  3.5  4.2  3.8 

Extra Ord. Income / (Exp)  -  -  -  - 

Reported PAT  1,656  1,466  2,113  1,784 

   YoY gr. (%)  30.7  13.3 (0.9)  15.6 

Margin (%)  4.1  3.5  4.2  3.8 

Other Comprehensive Income  -  -  -  - 

Total Comprehensive Income  1,656  1,466  2,113  1,784 

Avg. Shares O/s (m)  475  475  475  475 

EPS (Rs)  3.5  3.1  4.4  3.8 

Source: Company Data, PL Research 

  Key Financial Metrics 

Y/e Mar    FY18 FY19E FY20E FY21E 

Per Share(Rs)                         

EPS  13.9  18.7  24.5  30.9 

CEPS  21.1  26.3  33.7  40.9 

BVPS  60.6  75.8  96.3  123.2 

FCF  11.9  20.0  26.6  32.3 

DPS  0.0  0.0  0.0  0.0 

Return Ratio(%)                         

RoCE  20.8  26.5  29.9  31.6 

ROIC  15.8  21.0  26.9  31.4 

RoE  25.1  27.3  28.5  28.2 

Balance Sheet                         

Net Debt : Equity (x)  0.4  0.2 (0.1) (0.2) 

Net Working Capital (Days) (14) (14) (14) (14) 

Valuation(x)                         

PER  39.7  29.7  22.6  17.9 

P/B  9.1  7.3  5.8  4.5 

P/CEPS  26.3  21.1  16.5  13.6 

EV/EBITDA  24.4  17.6  13.3  10.5 

EV/Sales  1.8  1.5  1.2  1.0 

Dividend Yield (%)  -   -   -   -  

 Source: Company Data, PL Research 

 

 

Key Operating Metrics 

Y/e Mar    FY18 FY19E FY20E FY21E 

Scooter volume (units)  1,134,918  1,373,251  1,620,436  1,912,114 

Motorcycle volume (units)  1,355,576  1,572,468  1,808,338  2,061,506 

Moped volume (units)  876,932  964,625  1,061,088  1,167,196 

Total two-wheeler volume (units)  3,367,426  3,910,344  4,489,862  5,140,817 

Three-wheeler volume (units)  98,684  108,552  119,408  131,348 

Total volume (units)  3,466,110  4,018,897  4,609,270  5,272,165 

Realisation per unit (Rs)  43,184  44,681  46,032  47,416 

Gross margin per unit (Rs)  11,531  12,180  12,659  13,241 

EBITDA per vehicle (Rs)  3,258  3,802  4,268  4,557 

Profit per vehicle (Rs)  1,912  2,205  2,527  2,785 

Source: Company Data, PL Research 
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Price Chart Recommendation History   

 

 

No. Date Rating TP (Rs.) Share Price (Rs.) 

1 30-Jan-18 Accumulate 768 713 

2 13-Apr-18 Accumulate 768 662 

3 16-May-18 Accumulate 678 610 

4 11-Jun-18 Accumulate 678 610 

5 10-Jul-18 Accumulate 678 561 

6 7-Aug-18 Accumulate 605 549 

7 5-Oct-18 Accumulate 497 527 

8 23-Oct-18 Accumulate 618 535 

9 7-Jan-19 Accumulate 618 535 

 

 

Analyst Coverage Universe 

Sr. No. CompanyName Rating TP (Rs) Share Price (Rs) 

1 Ashok Leyland  BUY 146 93 

2 Atul Auto Accumulate 397 347 

3 Bajaj Auto Reduce 2,394 2,659 

4 Bharat Forge Accumulate 696 480 

5 CEAT Accumulate 1,255 1,285 

6 Eicher Motors Hold 23,137 19,830 

7 Exide Industries Accumulate 268 262 

8 Hero Motocorp Accumulate 3,385 2,958 

9 Mahindra & Mahindra BUY 984 730 

10 Maruti Suzuki BUY 8,510 7,362 

11 Motherson Sumi Systems Accumulate 179 157 

12 Tata Motors BUY 267 175 

13 TVS Motors Accumulate 618 535 

14 Wabco India Accumulate 7,111 6,475 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : > 15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Mr. Saksham Kaushal- BSc Accounting & Finance (Hons.), Ms. Poorvi Banka- MSc. Finance Research Analysts, 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. 

(US Clients) 

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 
of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 
other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 
at the time of publication of this report. 

It is confirmed that  Mr. Saksham Kaushal- BSc Accounting & Finance (Hons.), Ms. Poorvi Banka- MSc. Finance  Research Analysts 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.  

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its 
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity 
for the subject company 

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary 
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed 
herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest.  

PL and its associates, their directors and employees may  (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged 
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an 
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 
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