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An inline performance

Bajaj’s adj. 4QFY19 PAT at Rs 10.7bn (-1% YoY) was inline

RESULTS REVIEW 4QFY19 | 19 MAY 2019

There was a one time write back of Rs 3,420mn

Bajaj Auto
BUY

INDUSTRY AUTOS
CMP (as on 17 May 2019) Rs 3,040

with our estimates. We expect Bajaj to grow ahead of the (relating to reversal of NCCD duties that were paid Target Price Rs 3,330
market in FY20 as well driven by new launches across its earlier to the government). Nifty 11,407
i i i Sensex 37,931
product range. Our revised TP is R.s 3,330 (based on its ®  Bajaj expects to grow ahead of the domestic motorbike
long term ten year average PE multiple of 17.5x on FY21E . . KEY STOCK DATA
. While the t heeler indust th h market in FY20 with new launches across segments. Bloomber BJAUT IN
earnings). ) ne . ? wo wheeler Industry grow as After aggressive growth in the entry portfolio in FY19, &
been benign, Bajaj has expanded market share by . . . No. of Shares (mn) 289
librating its strat Furth th h they will launch new products in the executive MCap (Rsbn) / (& 880/12,528
r(?ca : .r-a Ing Its strategy. .ur Fr' € company has a segment in FY20. Bajaj is well prepared to transition to ap (Rsbn) /(> mn) !
diversified product portfolio with three wheelers and 6m avg traded value (Rsmn) 1,483

exports accounting for ~50% of volumes. Re-iterate BUY.

HIGHLIGHTS OF THE QUARTER

BSVI as it supplies similar products for export markets
as well as to KTM. The outlook for export markets
though is mixed — while African / ASEAN markets have

STOCK PERFORMANCE (%)
52 Week high / low Rs 3,214/2,420
3M eM 12M

®  Financial highlights: Bajaj Auto continued to bounced back, the Egyptian market is expected to be

outperform the motorbike industry with volumes rising impacted by the license plate norms that have been Absolute (%) 76 128 8.0
+14% YoY. Realisations were up +5% QoQ as the OEM introduced by the government (for three wheelers). Relative (%) 1.7 5.8 0.1
benefitted from higher share of premium bikes, which SHAREHOLDING PATTERN (%)

contributed to 49% of the domestic sales (vs. 38% STANCE Dec-18  Mar-19
QoQ). Thus, revenues grew 9% YoY, flat QoQ to Rs We re-iterate BUY as (1) Bajaj’s market share is back to Promoters 49.3 51.2
74bn. The EBITDA came in at Rs 11.6bn with margins at 25% in motorbikes (earlier seen in CY16) (2) They will Fls & Local MFs 8.0 7.4
15.7% (+10bp QoQ, -370bp YoY). The margins are launch new variants— particularly in the executive FPls 16.1 15.6
stabilizing at these levels as the RM expense ratio has segment to increase share in the domestic segment (3) Public & Others 26.6 25.8
been constant at ~72.5% for the past three quarters. The margins are stabilizing at current levels. Pledged Shares 0.0 0.0

Source : BSE

Financial Summary: Consolidated

YE March (Rsmn) 4QFY19 4QFY18 YoY(%) 3QFY19 QoQ (%) FY17 FY18 FY19| FY20E  FY21E

Net Sales 73,952 67,733 9.2 74,094 (0.2) 217,667 251,649 302,499 334,272 366,111

EBITDA 11,623 13,152 (11.6) 11,560 0.5 44223 47,834  49,820| 53,711 59,363 Aditya Makharia

APAT 10,676 10,799 (1.1) 11,019 (3.1) 38276 40,906 44,366 48,977 55,119 aditya.makharia@hdfcsec.com
Diluted EPS (Rs) 36.9 37.3 (1.1) 38.1 (3.1) 132.3 141.4 153.3 169.3 190.5 +91-22-6171-7316

APAT Growth (%) (2.6) 6.9 8.5 10.4 12.5

P/E (x) 23.0 215 19.8 18.0 16.0 Mansi Lall

RoE (%) 25.3 22.6 21.8 21.4 21.5 mansi.lall@hdfcsec.com

Source: Company, HDFC sec Inst Research +91-22-3021-2070

HDFC securities Institutional Research is also available on Bloomberg HSLB <GO>& Thomson Reuters
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Bajaj continued to report
healthy 14% growth in
volumes

In 4QFY19, EBITDA Margin
at 15.7% was up +10bp QoQ
(after several quarters of
decline)

Quarterly Financials Snapshot: Standalone

BAJAJ AUTO: RESULTS REVIEW 4QFY19

Particulars 4QFY19 4QFY18 YoY (%) 3QFY19 QoQ (%) FY18 FY19 YoY (%)
Volumes (in units) 1,193,589 1,045,378 14.2 1,259,038 (5.2)| 4,006,788 5,018,712 25.3
Net ASP (Rs/veh) 61,958 64,793 (4.4) 58,849 5.3 62,806 60,274 (4.0)
Net sales (incl OOI) 73,952 67,733 9.2 74,094 (0.2) 251,649 302,499 20.2
Material Expenses 53,450 46,969 13.8 53,972 (1.0) 174,101 218,243 25.4
Employee Expenses 3,126 2,670 17.1 3,169 (1.4) 10,691 12,554 17.4
Other Operating Expenses 5,754 4,942 16.4 5,393 6.7 19,023 21,882 15.0
Total Expenditure 62,329 54,581 14.2 62,533 (0.3) 203,815 252,679 24.0
EBITDA 11,623 13,152 (11.6) 11,560 0.5 47,834 49,820 4.2
Depreciation 608 879 (30.8) 634 (4.0) 3,148 2,657 (15.6)
EBIT 11,014 12,274 (10.3) 10,927 0.8 44,686 47,163 5.5
Other Income 4,327 3,667 18.0 4,700 (7.9) 13,473 16,493 22.4
Interest Cost 3 3 (3.3) 36 (91.9) 13 45 242.0
E/O items (3,420) - - 320 (3,420)

PBT 18,759 15,937 17.7 15,591 20.3 57,826 67,031 15.9
Tax 5,703 5,138 11.0 4,572 24.7 17,145 20,280 18.3
RPAT 13,056 10,799 20.9 11,019 18.5 40,681 46,752 14.9
APAT 10,676 10,799 (1.1) 11,019 (3.1) 40,906 44,366 8.5
Adj EPS 36.9 373 (1.1) 38.1 (3.1) 141.4 153.3 8.5
Source: Company, HDFC sec Inst Research

Margin Analysis: Standalone

As % of sales 4QFY19 4QFY18 YoY (%) 3QFY19 QoQ (%) FY18 FY19  YoY (bps)
Material Expenses 72.3 69.3 293.2 72.8 (56.6) 69.2 72.1 296
Employee Expenses 4.2 3.9 28.5 4.3 (5.0) 4.2 4.2 (10)
Other Operating Expenses 7.8 7.3 48.4 7.3 50.2 7.6 7.2 (33)
Total Expenditure 84.3 80.6 370.2 84.4 (11.4) 81.0 83.5 254
EBITDA 15.7 19.4 (370.2) 15.6 11.4 19.0 16.5 (254)
APAT 14.4 15.9 (150.7) 14.9 (43.5) 16.3 14.7 (159)
Tax as % of PBT 30.4 32.2 (184.1) 29.3 107.4 29.6 30.3 61

Source: Company, HDFC sec Inst Research
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Volume Assumptions

(in units) FY17 FY18 FY19 FY20E FY21E
Motorcycle sales 3,219,932 3,369,331 4,236,873 4,550,410 4,878,646
% chng YoY (4.1) 4.6 25.7 7.4 7.2
CV sales 446,018 637,457 781,839 820,931 861,977
% chng YoY (16.7) 42.9 22.6 5.0 5.0
Total sales 3,665,950 4,006,788 5,018,712 5,371,341 5,740,623
% chng YoY (5.8) 9.3 25.3 7.0 6.9
Average Realisation (Rs) 59,375 62,806 60,274 62,232 63,775
% chng YoY 2.4 5.8 (4.0) 3.2 2.5

Source: Company, HDFC sec Inst Research
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Realisations moved up due to
higher share of premium
bikes

Bajaj will launch new
products in the executive
segment in FY20

Volume trend

BAJAJ AUTO: RESULTS REVIEW 4QFY19

Average realisation
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Bajaj Auto Motorbike Market Share (%) One year forward P/E band
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Peer Set Comparison

Mcap  CMP Reco p Adj EPS (Rs/sh) P/E (x) EV/EBITDA (x) RoE (%)

(Rsbn)  (Rs/sh) FYI9E FY20E FY21E| FY19E FY20E FY21E| FY19E FY20E FY21E| FY19E FY20E FY21E
Maruti Suzuki 2,025 6,707 BUY 7,350 248.4 2902 3345| 270 231  201| 150 122  136| 169 176 179
Bajaj Auto 880 3,000 BUY 3,330 153.3 1693 1905 19.8 18.0 16.0| 137 123  109| 218 214 215
Eicher 571 20,937  SELL 18,900 | 8145 8805 923.1| 257 238 227| 169 151  132| 280 244 212
Hero Motocorp 524 2,623 BUY 3,080 169.5 1799 1926| 155 146 136 8.8 8.1 73| 269 252 239
Ashok Leyland 247 85 NEU 90 6.7 7.2 69| 125  11.8 122 6.8 6.0 60| 257 241 208

Source: HDFC sec Inst Research
Change in estimates

NEW oLD % chng
FY20 Fy21 FY20 Fy21 FY20 Fy21
Net Revenue 334,272 366,111 326,414 360,577 2.4 1.5
EBITDA 53,711 59,363 55,647 61,925 (3.5) (4.1)
EBITDA margin (%) 16.1 16.2 17.0 17.2 -98 bps -96 bps
PAT 48,977 55,119 49,478 54,999 (1.0) 0.2
EPS 169.3 190.5 171.0 190.1 (1.0) 0.2

Source: HDFC sec Inst Research
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Income Statement (Standalone) Balance Sheet (Standalone)

(Rs mn) FY17 FY18 FY19  FY20E  FY21E (Rs mn) FY17 FY18 FY19  FY20E  FY21E
Net Revenues 217,667 251,649 302,499 334,272 366,111 SOURCES OF FUNDS

Growth (%) (3.6) 15.6 20.2 10.5 9.5 Share Capital - Equity 2,894 2,894 2,894 2,894 2,894
Material Expenses 146,242 174,101 218,243 241,678 265,796 Reserves 167,448 188,145 214,027 238,656 267,689
Employee Expenses 9,971 10,691 12,554 14,060 15,045 Total Shareholders Funds 170,341 191,039 216,921 241,550 270,582
Other Operating Expenses 17,231 19,023 21,882 24,822 25,906 Total Debt - - - - -
Total Expenses 173,443 203,815 252,679 280,561 306,747 Net Deferred Taxes 3,136 3,234 5,328 6,335 7,190
EBITDA 44,223 47,834 49,820 53,711 59,363 Other Non-current Liabilities 1,764 1,687 1,687 1,687 1,687
EBITDA Margin (%) 20.3 19.0 16.5 16.1 16.2 TOTAL SOURCES OF FUNDS 175,242 195,960 223,936 249,572 279,459
EBITDA Growth (%) (7.5) 8.2 4.2 7.8 10.5 APPLICATION OF FUNDS

Depreciation 3,073 3,148 2,657 2,706 2,782 Net Block 20,018 18,783 20,691 26,485 31,204
EBIT 41,151 44,686 47,163 51,005 56,582 CWIP 422 565 2,000 1,000 1,000
Other Income (Including EO Items) 12,220 13,473 16,493 18,423 21,173 Investments in subsidiaries 12,227 12,227 12,227 12,227 12,227
Interest 14 13 45 7 12 Other Non-current Assets

Exceptional Income / Expenses = 320 (3,420) = = Total Non-current Assets 32,667 31,575 34,918 39,713 44,431
PBT 53,356 57,826 67,031 69,421 77,742 Cash & Equivalents 137,886 171,265 197,637 219,384 234,426
Tax (Incl Deferred) 15,081 17,145 20,280 20,444 22,623 Inventories 7,284 7,426 10,774 11,906 12,037
Minority Interest - - - - - Debtors 9,533 14,919 17,404 19,232 21,064
RPAT 38,276 40,681 46,752 48,977 55,119 Other Current Assets 20,780 13,010 15415 17,034 18,657
APAT 38,276 40,906 44,366 48,977 55,119 Total Current Assets 175,482 206,620 241,230 267,555 286,183
APAT Growth (%) (2.6) 6.9 85 104 125 Creditors 22,357 32,443 40,610 44,875 35,106
Adjusted EPS (Rs) 1323 1414 1533 1693 1905 Other Current Liabilities &Provns 10,550 9,792 11,603 12,821 16,049
EPS Growth (%) (2.6) 6.9 85 104 125 Total Current Liabilities 32,907 42,235 52,212 57,696 51,155

Source: Company, HDFC sec Inst Research Net Current Assets 142,575 164,385 189,018 209,859 235,028

TOTAL APPLICATION OF FUNDS 175,242 195,960 223,936 249,572 279,459
Source: Company, HDFC sec Inst Research
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Cash Flow (Standalone)

Key Ratios (Standalone)

BAJAJ AUTO: RESULTS REVIEW 4QFY19

(Rs mn) FY17 FY18 FY19 FY20E FY21E FY17 FY18 FY19 FY20E FY21E
Reported PBT 53,356 57,826 67,031 69,421 77,742 PROFITABILITY (%)
Non-operating & EO Items - - - - - GPM 32.8 30.8 27.9 27.7 27.4
Interest Expenses 14 13 45 7 12 EBITDA Margin 20.3 19.0 16.5 16.1 16.2
Depreciation 3,073 3,148 2,657 2,706 2,782 EBIT Margin 18.9 17.8 15.6 15.3 15.5
Working Capital Change (6,802) 11,570 1,739 905 (10,126) APAT Margin 17.6 16.3 14.7 14.7 15.1
Tax Paid (15,081) (17,145) (20,280) (20,444) (22,623) RoE 25.3 22.6 21.8 21.4 21.5
OPERATING CASH FLOW (a) 34,560 55,412 51,192 52,594 47,787 RolC (or Core RoCE) 78.3 101.3 129.0 127.4 106.7
Capex 4,399 (2,056) (6,000) (7,500) (7,500) RoCE 18.9 16.9 15.7 15.2 15.2
Free Cash Flow (FCF) 38,959 53,355 45,192 45,094 40,287 EFFICIENCY
Investments 987 21 2,094 1,007 855 Tax Rate (%) 28.3 29.6 30.3 29.5 29.1
Non-operating Income - - - - - Fixed Asset Turnover (x) 10.9 13.4 14.6 12.6 11.7
INVESTING CASH FLOW (b)) 5385 (2,035) (3,906) (6,493) (6,645) Inventory (days) 12.2 10.8 13.0 13.0 12.0
Debt Issuance/(Repaid) - - - - - Debtors (days) 16.0 21.6 21.0 21.0 21.0
Interest Expenses (14) (23) (45) (7) (12) Payables (days) 37.5 47.1 49.0 49.0 35.0
FCFE 38,945 53,342 45,147 45,087 40,275 Debt/EBITDA (x) (3.1) (3.6) (4.0) (4.1) (3.9)
Share Capital Issuance - - - - - Net D/E (x) (0.8) (0.9) (0.9) (0.9) (0.9)
Dividend 22,656 22,656 22,656 22,656 22,656 Interest Coverage (x) 2,939.3 3,411.2 1,052.7 7,286.5 4,715.1
Others (23,256) (42,640) (43,525) (47,004) (48,743) PER SHARE DATA (Rs)
FINANCING CASH FLOW (c) (614) (19,997) (20,914) (24,355) (26,099) EPS 132.3 141.4 153.3 169.3 190.5
NET CASH FLOW (a+b+c) 39,332 33,380 26,372 21,746 15,043 CEPS 142.9 151.5 170.7 178.6 200.1
Closing Cash & Equivalents 137,886 171,266 197,637 219,384 234,427 Dividend 55.0 55.0 60.0 60.0 70.0
Source: Company, HDFC sec Inst Research Book Value 589 660 750 835 935
VALUATION
P/E (x) 23.0 21.5 19.8 18.0 16.0
P/BV (x) 5.2 4.6 4.1 3.6 33
EV/EBITDA (x) 16.8 14.8 13.7 12.3 10.9
EV/Revenues (x) 3.4 2.8 2.3 2.0 1.8
OCF/EV (%) 4.7 7.8 7.5 8.0 7.4
FCF/EV (%) 53 7.5 6.6 6.8 6.2
FCFE/Mkt Cap (%) 4.4 6.1 5.1 5.1 4.6
Dividend Yield (%) 1.8 1.8 2.0 2.0 2.3

Source: Company, HDFC sec Inst Research
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RECOMMENDATION HISTORY

—— Bajaj Auto
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BAJAJ AUTO: RESULTS REVIEW 4QFY19

Date CMP Reco Target
9-Jul-18 3,023 BUY 3,717
23-Jul-18 2,690 BUY 3,394
3-Oct-18 2,730 BUY 3,411
8-Oct-18 2,545 BUY 3,411
25-Oct-18 2,475 BUY 3,174
9-Jan-19 2,695 BUY 3,411
30-Jan-19 2,500 BUY 3,174
12-Apr-19 2,994 BUY 3,174
19-May-19 3,040 BUY 3,330
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Rating Definitions

BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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