Bajaj Auto (saauto)

CMP: X 2,650 Target: ¥ 2,840 (7%)

Target Period: 12 months
May 21, 2020

Excellent performance; margin dip up ahead...

Bajaj Auto (BAL) reported strong results in Q4FY20. Net revenues came in at
¥ 6,816 crore (down 7.8% YoY), tracking higher-than-expected blended
ASPs, which were at T 68,711/unit (up 10.9% YoY). Total volumes were
down 16.9% YoY to 9.9 lakh units (2-W volumes 8.5 lakh units, down 14.8%
YoY; 3-W volumes 1.4 lakh units, down 27.8% YoY). Total exports were at
5.1 lakh units, up 6.8% YoY. Reported EBITDA margins were at 18.4% (up
48 bps QoQ), with a QoQ improvement driven by 150 bps gross margin
expansion. Consequent reported PAT was flattish YoY at¥ 1,310 crore, aided
by higher-than-expected other income (X 533 crore vs. ¥ 432 crore YoY).

Two-wheeler tailwinds seen supporting volume trajectory

The deep economic impact of the Covid-19 disruption has brought about a
role reversal in our immediate and medium term expectations for the auto
sector. Earlier, the PV segment was seen outperforming on the back of rising
premiumisation content and an expanding UV portfolio. However, with
income levels and ensuing propensity to spend under pressure now in the
wake of the pandemic, we feel the 2-W space would now be the frontrunner
in coming quarters. Within 2-W, rural-heavy motorcycle sub-segment is
expected to lead the charge owing to (i) relatively lower Covid-19 outbreak
shock in that geography, (ii) relatively firmer incomes after a good Rabi
harvest and remunerative crop prices, (iii) preference for affordable personal
transport amid heightened awareness around social distancing and (iv)
expectations of a normal monsoon in 2020. Being the second-largest
domestic 2-W manufacturer (18.5% market share in FY20), BAL is poised to
benefit from these industry tailwinds. Coupled with continued strength in
exports (2-W in particular; total exports at 47% in FY20), BAL is seen posting
-2.3% total volume CAGR over FY20P-22E (domestic -1.8%, exports -2.8%).

Profitability to remain subdued in post Covid-19 world

BAL surprised positively by posting 2 year high margin of 18.4% in Q4FY20,
backed by some product mix improvement and higher forex realisations.
Going forward, however, pricing pressures (either in the form of higher
discounts or in the form of slower pass through of any cost increases) amid
intense competition for customer wallet share is expected to weigh.
Simultaneously, slight deterioration in product mix (share of exports
reducing 160 bps to 39.4% over FY20P-22E) is seen further crimping upon
overall margins, with the trajectory expected to dip to 16% levels by FY22E.

Valuation & Outlook

For BAL, sales, PAT are expected to grow at 2.1%, -4.1% CAGR,
respectively, in FY20P-22E. We slightly raise our target multiple (implied P/E
at 17.5x FY22E EPS) on the back of enhanced B/S strength, excellent cash
position & healthier return ratios, courtesy better than expected margins. We
have a HOLD rating on BAL with SOTP-based target price of ¥ 2,840.

Key Financial Summary

Key Financials FY18 FY19 FY20P
Net Sales 25,164.9 30,250.0 29,918.6
EBITDA 4,783.4 4,982.0 5,096.2
EBITDA Margins (%) 19.0 16.5 17.0
Net Profit 4,068.1 4,675.1 5,100.4
EPS () 140.6 161.6 176.3
P/E 18.8 16.4 15.0
RoNW (%) 21.5 19.9 25.6
RoCE (%) 22.9 21.0 23.8
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Particular ¥ crore
Market Capitalization 76,683.1
Total Debt (FY20P) 125.6
Cash & Liquid Invests (FY20P) 15,670.0
EV 61,138.6
52 week H/L (%) 3315/1793
Equity capital (%) 289.4
Face value (%) %10
e Revenues down 7.8% YoY in

Q4FY20, lower than 16.9% drop in
overall volumes to 9.9 lakh units on
account of 10.9% YoY rise in ASPs to
% 68,711/unit

e Margins expand 70 bps QoQ to
18.4% tracking 150 bps gross margin
expansion on mix improvement and
softer rupee

e Volume damage to be limited owing
to 2-W industry tailwinds; margins to
see a slow grind back to previous
levels

e Downgrade from BUY to HOLD with
revised target price of T 2,840/share

Research Analyst

Shashank Kanodia, CFA
shashank.kanodia@icicisecurities.com

Jaimin Desai
jaimin.desai@icicisecurities.com

FY21E FY22E CAGR (FY20E-22E)
27,034.5 31,160.9 2.1%
3,991.1 4,972.7 -1.2%
14.8 16.0
3,902.5 4,690.5 -4.1%
134.9 162.1
19.6 16.3
17.7 19.1
23.2 25.1

Source: ICICI Direct Research, Company
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ﬂ Result Update | Bajaj Auto ICICI Direct Research
Exhibit 1: Variance Analysis

Q4FY20 Q4FY20E Q4FY19 YoY (%) Q3FY20 QoQ (%) Comments
Topline came in ahead of estimates tracking beat on

Total Operating | 6,816 6,258 7,395 -1.8 7,640 -10.8 N )
otal Uperating income blended realisation, which for the quarter was up 8% QoQ

RM cost in | t 68.4% of sal 1

Raw Material Expenses 4665 4473 5345  -127 5342 -12.7 costs came in lower at 68.4% of sales, down 160 bps
QoQ, primarily tracking better product mix

Employee Expenses 342 336 313 9.4 348 -1.8

Other Expenses 561 519 586 -4.3 592 -5.2

EBITDA 1,252.8 936.8 1,162.2 7.8 1,367.2 -8.4

EBITDA margins came in at a real surprise and at a two
EBITDA Margin (%) 18.4 15.0 15.7 266 bps 17.9 48 bps year high of 18.4%. Margins came in better tracking
exchange gains on ASPs and benign commodity prices
Other income came in higher tracking dividend from

Other Income 532.1 288.0 432.7 231 366.2 5.4 investments, which otherwise could have flown in H1FY21
Depreciation 63.3 57.6 60.8 4.0 61.7 2.6

Interest 1 0 0 NA 0 NA

Total Tax 411 338 570 -27.9 410 0.3

Reported PAT 13103 828.4 1305.6 0.4 1261.6 3.9 PAT came ?n much .ahead of e.stimates tracking beat of

ASPs, margins and higher other income

EPS () 45.3 28.6 45.1 0.4 43.6 3.9

Key Metrics

Revenue (% crore)

Domestic 3,711 3,370 4,565 18.7 4,399 156 Domestic . revenu.es . were down 19% YoY with
corresponding decline in volumes at 33% YoY

Exports 2,900 2,735 2,660 9.0 3,037 -4.5

Blended ASP (Z/ unit)
Domestic ASPs came in much ahead of estimates

Domestic 77,608 70,485 64,086 21.1 68,765 12.9 tracking better product mix as well as greater share of BS-
6 products push in the channel inventory

Exports 56,442 53,240 55,274 2.1 53,972 4.6

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY21E FY22E
(% Crore) old New % Change old New % Change

Comments

Downward revise FY21E estimates tracking prolonged Covid-
Revenue 29,986 27,034 -9.8 32,139 31,161 -3.0 19 lockdown and demand disruption both in domestic as well
as export markets. Broadly maintain FY22E numbers

EBITDA 4,480 3,991 -10.9 4,919 4,973 1.1
Operating margin surprise in Q4FY20 leads us to upward
EBITDA Margin (%) 14.9 14.8 18 bps 15.3 16.0 65 bps revise our .ma.|rg|n estlmatés for FY2.1-22E. FY21E margins are,
however, limited by negative operating leverage due to double
digit decline in volumes
PAT 4,237 3,902 -7.9 4,589 4,690 2.2
H _ 0
EPS (3) 146.4 134.9 79 1586 162.1 29 We expect PAT earnings to grow at a CAGR of -4,1% over

FY20-22E. Broadly maintain FY22E numbers

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current Earlier Comments
Units (mn) FY18 FY19 FY20 FY21E FY22E FY21E FY22E
Motorcycle volumes 3.4 4.2 3.9 3.3 3.8 3.6 3.8
Three-Wheeler volumes 0.6 0.8 0.7 0.5 0.6 0.7 0.7
Quadricycle volumes 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Going forward, over FY20-22E, we expect total volumes
to decline at a CAGR of 2.3%. It includes a decline of
2.8% CAGR for exports & a decline of 1.8% CAGR for

Total volumes 40 50 46 3.9 44 42 45 domestic sales. The 3-W segment is expected to
remain a laggard vs. 2-W segment given likely shift
towards personal mobility

Export volumes 1.7 2.1 2.2 1.8 2.1 1.8 1.9

Domestic revenues (X crore) 15,396 18,099 17,169 15,917 18,364 18,978 20,571

Export revenues ($ mn) 1,400 1,642 1,677 1,415 1,617 1,408 1,457

USS$INR Realisation rate 67 70 71 73 74 73 74

Export ASP ($/unit) 872 790 772 776 787 1766.83 770.07

Blended ASP (Z/unit) 62,640 58,905 63,077 67,764 68,785 69,498 69,904

Source: Company, ICICI Direct Research
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ﬂ Result Update | Bajaj Auto ICICI Direct Research

Conference call highlights

Management outlook and demand

The company said that several factors would shape demand in the coming months. Need for social distancing is
likely to spur 2-W and motorcycle ownership. Good Rabi harvest and remunerative procurement prices are seen
helping in rural and semi urban areas while some pent up demand would also return. However, pressure on
incomes and uncertainty related to jobs would also impact sentiment and purchasing power. The management
was of the view that H2FY21E would witness an uptick in demand. As per BAL, domestic volumes are expected
to decline higher than export volumes during FY21E at the industry level

The company sees greater adverse impact on demand of entry level motorcycles due to difficulties faced by that
customer profile in relation to incomes and price hikes post BS-VI. It does not foresee any meaningful
downtrading, going forward

On the domestic 3-W side, BAL sees a downsizing shift towards smaller 3-W, going ahead, on account of Covid-
19 and BS-VI pricing having brought financial viability of drivers into question. Demand from cargo segment (for
intra city deliveries) and CNG sales (cost advantage vs. diesel) are seen gaining strength

BAL said that initial sales post lockdown relaxations were largely completion of pre-Covid enquiries and
discussions. Going forward, it foresees lower enquiries but higher conversions when compared to a normal year
Key export market of Nigeria are witnessing several issues, viz. Covid spread, slide in crude oil prices and
devaluation in exchange rate. At present, it is operating at 40% of normalised retail volumes

Asean countries (particularly Indonesia and Thailand), Brazil and Europe would gain bigger focus with respect to
exports, going ahead

Covid-19 commentary

In India, 50-60% of BAL's dealerships are in the green zones, and, at present, are recording ~50% of normal sales.
Overall India retail sales are ~25% of normal levels. Service transactions are at 65-70% of normal levels

On average, retail sales in export markets are at ~35% of normal levels

India plants are ready to operate at 50-75% of capacity but commensurate demand does not exist currently

Margins
Better product mix (within 2-W as well as higher share of exports and 3-W) along with better forex realisations
helped strong margin performance during Q4FY20.

Others

BAL commands 40% + market share in Nigeria and ~38% overall in Africa

Lagos city is 10-14% of Nigeria retails at the industry level

First time buyers formed 56-59% of BAL customers in FY20

The company said it is seeing no difficulties in 2-W retail financing, although some issues exist on the 3-W side

ICICI Securities | Retail Research 3
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Financial story in charts

Exhibit 4: Total operating income trend
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Exhibit 5: Revenue mix (X crore)

20,000 -
18,000 +
16,000 +
14,000 -+
12,000 +
10,000 +
8,000 -
6,000 -
4,000 -+
2,000 +

44.3
41.5

13,774
9,772
14,816
1,819

15,396
9,703

11,468

17,169
11,942

- 50
- 45
39440
- 35
- 30

25

18,364
11,963

FY16 FY17

mmm Domestic

FY18

FY19

Exports

FY20P

20
FY22E

% share of exports

Source: Company, ICICI Direct Research

Exhibit 6: EBITDA and EBITDA margin trend
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We expect total operating income to grow at a
CAGR of 2.1% over FYZ0P-2ZE largely tracking better
forex realisations in exports and some marginal price
Increases, even as total volumes are expected to dip
by 2.3% CAGR during the same time frame

Product mix expected to dip in favour of domestic
geography, with exports forming 39.4% of overall
sales

EBITDA margins are seen softening towards 16%
levels on the back of negative operating leverage and
slight product mix deterioration
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Exhibit 7: Profitability trend
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Exhibit 8: Trend in return ratios
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Exhibit 9: CFO, FCF trend
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Exhibit 10: Segment wise, model wise volume break-up for Q4FY20 at BAL

: Dom estic Exports Total ol
QARY19QAFY20 YoV (%) | Q4FY19  Q4FY20 YoV (%) | Q4FY19  QAFY20 YoV (%) s'.:':,'ekfo,:,
I Scooters - 212 NA - - NA - 212 NA -
Electric : 212 NA - : NA : 212 NA
Chetak - 212 NA - - NA - 212 NA
Il. Motorcycles 6,110,094 402872 -34.0% 391,889 450,456 14.9%; 10,01,983 8,53,328 -14.8% 18.5
75-110cc 3,06,332 1,79,351 -41.5% | 2,50,726 2,87,993 14.9% 5,57,058 4,67,344 -16.1%
Discover 11,089 285 -97.4% 4,536 4,680 3.2% 15,625 4,965 -68.2%
Boxeré - - NA{ 1,84,584 2,42,132 31.2% 1,84,584 2,42,132 31.2%
CT; 1,21,449 85,949 -29.2% 48,886 34,232 -30.0% 1,70,335 1,20,181 -29.4%
Platinag 1,73,794 93,117 -46.4% 12,720 6,949 -45.4% 1,86,514 1,00,066 -46.3%
110-125cc 12,309 56,277 357.2% 63,206 59,250 -6.3% 75,515 1,15,527 53.0%
Pulsarg - 50,822 NA 5,708 6,940 21.6% 5,708 57,762 911.9%
CT; - - NA 20,570 27,472 33.6% 20,570 27,472 33.6%
v 122 3 - -100.0% - - NA 3 - -100.0%
KTM; 1,485 5,455 -27.1% 4,598 3,192 -30.6% 12,083 8,647 -28.4%
Discoverg 4,821 - -100.0% 28,112 15,300 -45.6% 32,933 15,300 -53.5%
Platinaé - - NA 1,186 912 -23.1% 1,186 912 -23.1%
Boxer; - - NA 3,032 5,434 79.2% 3,032 5,434 79.2%
125-150cc 2,15,326  1,05,362 -51.1% 43,958 55,841 27.0% |  2,59,284 1,61,203 -37.8%
V15 743 - -100.0% - - NA 743 - -100.0%
Discover - - NA - - - - NA
Pulsarg 2,14,583 1,05,362 -50.9% 15,076 18,121 20.2% 2,29,659 1,23,483 -46.2%
Boxeré - - NA 28,882 317,720 30.6% 28,882 317,720 30.6%
150-200cc 48,342 37,070 -23.3% 23,764 27,116 16.6% 72,106 64,786 -10.2%
Husqvarnaé - - NA - 126 NA - 126 NA
Avengerg 1,753 8,280 NA - - NA 1,753 8,280 NA
Pulsar; 40,573 22,840 21,158 25,692 21.4% 61,731 48,532 -21.4%
KTM; 6,016 5,950 -1.1% 2,606 1,898 -21.2% 8,622 1,848 -9.0%
200-250cc 26,004 19,897 -23.5% 2,487 4,989 100.6% 28,491 24,886 -12.7%
KTM; 1,268 1,670 31.7% 844 192 -6.2% 2,112 2,462 16.6%
Pulsaré 19,350 16,453 -15.0% 776 3,782 387.4% 20,126 20,235 0.5%
Avenger? 5,386 1,774 -67.1% 867 415 -52.1% 6,253 2,189 -65.0%
250-350cc - 1,436 NA - 338 NA - 1,774 NA
Dominarg - 863 NA - - NA - 863 NA
Husqvarnaé - 573 NA - 338 NA - 9N NA
350-500cc 1,781 3,445 93.4% 71,748 14,329 84.9% 9,529 17,774 86.5%
Husqvarnaé - - NA - 1,318 NA - 1,318 NA
Dominar; 743 707 -4.8% 1,229 3,380 175.0% 1,972 4,087 107.3%
KTM; 1,038 2,738 163.8% 6,519 9,631 47.7% 1,557 12,369 63.7%
500-800cc - 34 NA - - NA - 34 NA
KTM; - 34 NA - - NA - 34 NA
A. Total 2-W (I +1l) 6,10,094  4,03,084 -33.9%, 391,889 450,456 14.9%; 10,01,983 8,53,540 -14.8% 35.8
B. Total 3-W 1,01,809 75,088 -26.2% 88,621 62,594 -29.4% 1,90,430 1,37,682 -27.7% 57.3
C. Quadcricyles i 449 (12)  -102.7% 728 751 3.2% 1,177 739 -37.2% 100.0
D. Total domestic 7,12,352  4,78,160 -32.9%
E. Total exports i 481,238 513801 6.8%
F. Grand total | 11,93590 991,961  -16.9% | {

Source: SIAM, ICICI Direct Research,; Note — Market share as of March 2020

ICICI Securities | Retail Research 6
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Exhibit 11: Segment wise, model wise volume break-up for FY20 at BAL

Dom estic Exports Total : et
""""" Y19 FY20 YoY (%) | FY19  FY20 YoY (%) |  FY19  FY20 YoY (%) | s':;'ekf;,
I Scooters - 212 NA - - NA - 212 NA -
Electric : 212 NA NA 212 NA
Chetak | 212 NA| NA 212 NA
Il Motorcycles L 2541320 2078136 -18.2% 1695553 1865220  10.2%| 4236873 3947356  -6.8% 18.5
75-110cc | 1442,982 1079432 25.2% 10,18,748 11,38,965  11.8% | 2461730 22,18,397  -9.9% |
Discover | 74,002 20991 -71.6% 30,888 27,867  -9.8% | 1,04,890 48,858  -53.4% |
Boxer | NAD 755142 920322 21.9%| 755142 920322  21.9%
CT{ 742,199 480204 -353% | 170891 148775 -17.3% 922000 628,979 -31.8%
Platna; 6,26781 578237  -1.7%| 52,827 42,001 -205%| 679608 620238  -8.7%
110-125¢c 52,925  1,94,756 268.0%: 230,932 _ 2,77,894  20.3% | 283857 _ 472,650  66.5%
Pulsar | 1,59,685 NAD 6,008 30,444 399.2% 6,098  1,90,129 3017.9%
T} NAi 77842 106485  368%| 77,842  1,06485  36.8%
V2] 324 -100.0% | 276 -100.0% 600 -100.0% |
KTM 10,356 26,567 156.5% 14,106 9,135  -35.2% 24,462 35,702 45.9% |
Discover] 42,245 8,504 -79.9%F 107,973 110555  24%| 150218 119,059 -20.7%
Platina NAD 6131 3,807 -37.9% 6,131 3,807 -37.9% |
Boxer | NAI 18,506 17,468  -56%| 18,506 17,468 -5.6%
125-150cc 711,023 504010 -29.1% 2,60405 _ 259396  -04%| 971,528 _ 7,63.406 -21.4%
Visi o 17,215 -100.0% | 538 -100.0% 17,753 -100.0% |
Discover | NAD 1270 1,270 -100.0% |
Pulsar{ 693,908 504,010 -27.4% | 124045 103735  -164%| 817,953 607,745 -25.7%
Boxer | NAI 134552 155660  15.7%| 1,34552 155661  15.7%
150-200cc | 2,00045 185320  -8.3% | 135798 132,358  -25%| 337843 _ 3,17.678  -6.0%
Husqvarna | NA| 126 NA 126 NA
Avenger| 26,663 43,049 61.8%1 1973 408 -79.3% 28,636 43,557 52.1%
Pulsar| 146940  1,18,022 L 1,20741 120282 -04%| 267681 238304  -11.0% |
KTM; 28,442 24,149 -15.0%F 13,084 11,542 -11.8%| 41,526 365,691 -14.1% |
200-250cc L 1,17319 9,722 -17.6% 20,309 28501 40.3% | 137,628 125203  -9.0%
KTM{ 6,016 6,709 115%F 4366 4453 2.0%| 10,382 1,062 75%!
Pulsar} 82,511 74,300 -0.9% 12,599 21,284 68.9%| 95110 95,593 0.5%
Avengeri 28,792 15704 -455%; 3,344 2,764 -173%| 32,136 18,468  -42.5% |
250-350cc : 1,436 NA 338 NA 1,774 NA
Dominar | 863 NA| NA 863 NA
Husqvarna | 573 NA| 338 NA 911 NA
350-500c¢ L 14,926 16,362 9.6% 29,361 31,767 8.2% 44,287 18,129 8.7%
Husqvarnaé NA; 1,318 NA 1,318 NAE
Dominar| 9,035 10400 15.0% 10,509 11,189 65%| 19,544 21589 10.5%
KTM 5,891 5,962 12% 18,852 19,260  22%| 24,743 25222 1.9%
500-800cc 98 NA| 1 NA 99 NA'
KTM; 98 NA| 1 NA 99 NA
A. Total 2-W (I +1l) 2541320 2078348 -18.2%, 1695553 1869220  10.2%| 4236873 3947568  -6.8%. 358
B. Total 3-W 398826 364817  -85% 378777 296700 -21.7%| 777603 661517 -14.9% 57.3
€. Quadcricyles 627 942 502% 4400 5185  17.8% 5,027 6,127 21.9%! 100.0
D. Total domestic 2940773 2444107  -16.9% ’
E. Total exports 2078730 21,71,105  4.4%.
F.Grand total | 5019503 4615212 -8.1%! !
Source: SIAM, ICICI Direct Research, Note — Market share as of March 2020
ICICI Securities | Retail Research 7
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Exhibit 12: Valuation Summary

Sales Growth EPS  Growth PE  EV/EBITDA  RoNW RoCE

Rer) (%) ®) (%) (x) (x) (%) (%)
FY18 25,164.9 156 140.6 6.3 18.8 12.8 21.5 22.9
FY19 30,250.0 202 161.6 14.9 16.4 12.0 19.9 21.0
FY20P  29,918.6 (1.1)  176.3 9.1 15.0 12.0 25.6 23.8
FY21E 27,0345 9.6 134.9 -23.5 19.6 14.8 17.7 23.2
FY22E  31,160.9 153 162.1 20.2 16.3 11.4 19.1 25.1

Source: Bloomberg, ICICI Direct Research

Exhibit 13: SOTP valuation

SOTP Valuation Estimated b share (2) Remark
value
Core Business
FY22E EPS (%) 162.1
We have increased the target multiple
Multiple (x) 17.0 court.esy more than anticipated operat?ng
margins and consequent return ratios
matrix
Value per share (%) 2,755
Stake in KTM (48%)
KTM value derived back to Bajaj ( crore) 2440 2.0x of Invested Capital (% 1220 crore)
Value per share 85
Total Value per Share (%) 2,840

Source: Bloomberg, ICICI Direct Research

4500 -

4000 -
3500 -
3000 1
2500 1

2000 - /—\/_
|

1500 4 /

)

o+—/F—F—7"77T7TTT T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
O OO —— —— NNNNOOMMMM S O LWLWW0 OO O ONNMNSNMS~NRNOG®OWO®OWOo o o OO0
e e T e T o T e e T e e e e e e e e = = o e = o = = NN

' ' ' ' T ] T T PR T U T P U U PRI PR )
> D 2 Q9 > D 2 Q9 > D 2 Q9 >D > 9 >0 2 9 >0 2 9 >0 2 9 >0 2 9 >0 2 Q9 >0 2 Q9 >
T 3 @ 9 8 3 © @ 3 P ®w 3 ©C P ® I Pw I O PE® SO P® S O VDE® 3 O O E® IO O ©

S A2 L2 LS I2ULSIA2LSA2 LSS 2 LS 2LESSA2 LS 2LESsSa20L =

Source: Bloomberg, ICICI Direct Research

ICICI Securities | Retail Research



ﬂ Result Update | Bajaj Auto ICICI Direct Research

Exhibit 15: Recommendation history vs. consensus
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Source: Bloomberg, ICICI Direct Research

Exhibit 16: Top 10 shareholders

Rank Name Latest Filing Date % 0/S Position (m) Change (m)
1 BAJAJ HOLDINGS AND | 31-12-2019  33.43 96.73M 0
2 JAMNALAL SONS PVT LT 19-03-2020  9.08 26.28M  +0.04M
3 LIFE INSURANCE CORP 30-06-2019  4.60 13.32M 0
4 JAYA HIND INDUSTRIES 31-12-2019  3.35 9.70M  +0.00M
5 MAHARASHTRA SCOOTERS 31-12-2019  2.34 6.77M 0
6 BAJAJ SEVASHRAM LIMI 31-12-2019 1.54 4.46M 0
7 SBI FUNDS MANAGEMENT 31-03-2020 1.29 3.74M  +0.29M
8 BACHHRAJ & CO LTD 31-12-2019 1.26 3.64M 0
9 NORGES BANK 31-12-2019 1.09 3.15M 0
10 GOVERNMENT PENSION F 31-12-2019 1.04 3.02M -0.15M

Source: Bloomberg, ICICI Direct Research

Exhibit 17: Shareholding pattern

(in %) Mar-19 Jun-19 Sep-19 Dec-19 Mar-20
Promoter 51.2 53.5 53.5 53.5 53.7
Fll 15.6 15.7 14.1 13.9 13.9
DIl 1.4 1.5 9.8 10.1 8.8
Others 25.8 23.3 22.6 22.5 23.6

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 18: Profit and loss statement

ICICI Direct Research

% crore @ Exhibit 19: Cash flow statement g crore

(Year-end March) FY19 FY20P FY21E FY22E (Year-end March) FY19 FY20P FY21E FY22E
Total operating Income 30250.0 29918.6  27034.5  31160.9 Profit after Tax 4,675.1 5,100.4 3,902.5 4,690.5
Growth (%) 14.1 -1.1 -9.6 15.3 Add: Depreciation 265.7 246.4 270.3 311.6
Raw Material Expenses 21,824.4 21,008.3 19,330.5 22,164.6 (Inc)/dec in Current Assets -1,871.0 1,059.4 17.1 -517.0
Employee Expenses 1,255.4 1,389.2 1,357.2 1,421.2 Inc/(dec) in CL and Provisions 557.4 -569.6 -248.8 474.5
Other expenses 2,218.3 2,454.9 2,382.7 2,633.7 CF from operating activities 3836.7 5788.6 4028.7 5028.4
Total Operating Expenditure 25,268.0 24,822.4 23,043.3 26,188.2 (Inc)/dec in Investments -1,571.1 973.7 -1,900.0 -2,500.0
EBITDA 4982.0 5096.2 3991.1 4972.7 (Inc)/dec in Fixed Assets -142.8 -193.7 -215.0 -215.0
Growth (%) -14.3 2.3 -21.7 24.6 Others 18.1 -223.0 -95.0 -95.0
Depreciation 265.7 246.4 270.3 311.6 CF from investing activities -1695.8 557.0 -2210.0 -2810.0
Interest 4.5 2.7 1.1 0.9 Inc/(dec) in loan funds 3.8 1.1 -20.0 -20.0
Other Income 1,649.3 1,733.6 1,497.5 1,610.5 Dividend paid & dividend tax -2,083.5 -4,166.9 -1,736.2 -2,170.3
PBT 6,361.1 6,580.7 5,217.2 6,270.7 Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0
Total Tax 2,028.0 1,480.2 1,314.7 1,580.2 CF from financing activities -1999.8 -6956.5 -1771.3 -2205.1
PAT 4675.1 5100.4 3902.5 4690.5 Net Cash flow 1411 -610.9 47.5 13.3
Growth (%) 14.9 9.1 -23.5 20.2 Opening Cash 771.8 918.9 308.0 355.5
EPS (%) 161.6 176.3 134.9 162.1 Closing Cash 918.9 308.0 355.5 368.8
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 20: Balance Sheet X crore
(Year-end March) FY19 FY20P FY21E FY22E (Year-end March) FY19 FY20P FY21E FY22E
Liabilities Per share data ()

Equity Capital 289.4 289.4 289.4 289.4 EPS 161.6 176.3 134.9 162.1
Reserve and Surplus 21,490.5 19,636.1 21,788.4 24,294.6 Cash EPS 170.7 184.8 144.2 172.9
Total Shareholders funds 21779.9 19925.5 22077.8  24584.0 BV 752.7 688.6 763.0 849.6
Total Debt 124.5 125.6 105.6 85.6 DPS 60.0 120.0 60.0 75.0
Deferred Tax Liability 542.7 346.4 346.4 346.4 Cash Per Share 31.8 10.6 12.3 12.7
Other non-current liabilities 1.1 0.8 0.8 0.8 Operating Ratios (%)

Total Liabilities 22506.7 20520.1 22662.4 25158.6 EBITDA Margin 16.5 17.0 14.8 16.0
Assets PBT / Net sales 15.6 16.2 13.8 15.0
Gross Block 4,637.8 4,796.0 5,022.5 5,222.5 PAT Margin 15.5 17.0 14.4 15.1
Less: Acc Depreciation 2,893.6 3,140.0 3,410.4 3,722.0 Inventory days 11.6 13.0 12.0 12.0
Net Block 1,744.2 1,656.0 1,612.1 1,500.5 Debtor days 30.9 21.0 25.0 25.0
Capital WIP 11.5 46.5 20.0 20.0 Creditor days 45.7 39.0 40.0 40.0
Total Fixed Assets 1755.7 1702.5 1632.1 1520.5 Return Ratios (%)

Investments 19,159.4 18,196.4 20,146.4 22,696.4 RoE 21.0 23.8 23.2 25.1
Inventory 961.5 1,063.5 888.8 1,024.5 RoCE 19.9 25.6 17.7 19.1
Debtors 2,559.7 1,725.1 1,851.7 2,134.3 RolC 101.9 113.1 83.4 106.1
Loans and Advances 6.3 6.1 5.5 6.4 Valuation Ratios (x)

Other current assets 1035.8 709.3 640.9 738.8 Core P/E 17.7 15.0 19.6 16.3
Cash 918.9 308.0 355.5 368.8 EV / EBITDA 12.0 12.0 14.8 1.4
Total Current Assets 5,482.3 3,812.0 3,742.4 4,272.7 EV / Net Sales 2.0 2.0 2.2 1.8
Creditors 3,786.7 3,199.7 2,962.7 3,414.9 Market Cap / Sales 2.5 2.6 2.8 2.5
Provisions 140.6 158.0 146.3 168.6 Price to Book Value 3.5 3.8 3.5 3.1
Other current liabilities 575.4 347.3 313.8 361.7 Solvency Ratios

Total Current Liabilities 4,873.7 4,253.3 3,991.1 4,533.5 Current Ratio 1.0 0.9 1.0 1.0
Net Current Assets 608.6 -441.3 -248.7 -260.9 Quick Ratio 0.8 0.7 0.7 0.7
Deferred Tax asset 0.0 0.0 0.0 0.0 Source: Company, ICICI Direct Research

Application of Funds 22506.7 20520.1 22662.4 25158.6

Source: Company, ICICI Direct Research
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Exhibit 22: ICICI Direct coverage universe (Auto & Auto Ancillary)

Sector / Company CMP TP M Cap EPS ?) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

) (%) Rating (¥ Cr) FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
Apollo Tyre (APOTYR) 92 100 Hold 523 83 24 76 11.0 387 121 58 54 42 48 35 61 48 12 43
Ashok Leyland (ASHLEY) 45 55 Buy 13172 12 1.7 32 387 25 140 115 100 68 60 70 1.9 47 57 104
Bajaj Auto (BAAUTO) 2,650 2840 Hod 76683 176.3 1349 1621 150 196 163 120 148 114 238 232 251 256 177 191
Bharat Forge (BHAFOR) 290 320  Hold 13502 108 7.0 127 267 4.2 229 139 160 1.9 84 63 94 94 57 98
Eicher Motors (EICMOT) 14,000 16,870  Hold 38,164 737.9 687.6 8382 190 204 167 145 146 115 229 196 205 191 156 164
Escorts (ESCORT) 880 860  Hold 10,787 39.6 40.8 503 222 216 175 146 139 1.1 189 133 142 142 101 111
Exide Industries (EXIND) 150 160 Buy 12750 94 76 94 159 197 159 88 100 83 164 128 147 129 96 111
Hero Moto (HERHON) 2,050 2,500 Buy 40,939 1753 1183 1%.4 11.7 173 131 9.0 107 81 264 202 246 21.6 157 19.1
M&M (MAHMAH) 400 415 Buy 49728 338 158 235 11.9 254 170 83 127 92 117 63 89 96 50 71

Maruti Suzuki (MARUTI) 5000 4,650 Reduce 151,040 187.1 138.4 1944 267 361 257 159 188 133 74 48 79 1.7 82 106
Minda Industries (MININD) 282 300 Buy 7394 70 76 11.8 402 370 239 129 116 92 113 118 150 115 116 154
Tata Motors (TATMOT) 83 85 Hold 30337 91 -24 91 NM NM 91 41 41 33 46 57 85 00 26 93

Source: Reuters, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂlClCl( wrect.com ; l
Investmaen uo Your Fingertips Bﬂz“)ﬂ EE"V \
Icici Securmes Ltd. 7S STARMINE |
Ejm st Award 2012 ‘é:{-
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities | Retail Research 12



ﬂ Result Update | Bajaj Auto ICICI Direct Resea

ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), and Jaimin Desai, CA, 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. It is also confirmed that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the 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 Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a 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.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

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 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.

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.

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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