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Ashok Leyl and Limited “Near term weakness; long term outlook intact”
cMP Target Potential Upside Market Cap (INR Mn) Recommendation Sector
INR 61 INR 72 18% 158371 BUY Automobile

Key Highlights

* Ashok Leyland (AL) Q1FY21 revenue down by 88.5% YoY and (-83% QoQ) to INR 650.9 Cr compare to our estimates of INR 592.30
Cr.

*  M&HCV total volumes were down by 96% YoY to 1021 units, while total volumes of LCV segment declined of 78% to 2793 units.

* Total Volumes (M&HCV and LCV) were down by 90% to 3814 units.

* The company reported absolute EBTIDA loss of INR 333.20 Cr in Q1FY21 compare to EBITDA of 537 Cr in corresponding quarter
last year. Decline in EBTIDA was on account of higher fixed cost due to lockdown and lower operating leverage.

* For QiFY21, AL reported Net loss of INR 389 Cr as compare to net profit of 230.20 Cr in corresponding quarter last year. Decline in
profitability was due to poor operating performance and sharp decline in overall revenue.

* EPSfor the quarter stood at INR (1.32) as against INR 0.78 in Q1FY20.

MARKET DATA Key Financials
Shares Outs (Mn) 22 B Particulars (INR Cr) FY19 FY20 FY21E FY22E
Equity Cap (INR Mn) 2935.53| | Net Sales 29055 17467 14529 23828
Mkt Cap (INR Mn) 158371 EBITDA 3135.02 1173.65 879 2450
52 Wk H/L (INR) 87/33 APAT 1982.88 236.88 60 1322
EPS 6.77 0.81 0.20 4.51
Volume Avg (3m K) 44851
EBITDA margin % 10.79 6.72 6.05% 10.28%
Face Value (INR) ! Net Profit Margin % 6.82% 1.36% 0.41% 5.55%
B]oomberg Code AL IN Source: Company, KRChoksey Research
Expect the recovery in the overall business to happen by Q4FY21
SHARE PRICE PERFORMANCE Ashok Leyland reported Q1FY21 standalone EBITDA loss of INR 333.20 Cr compare to EBITDA
of INR 537 Cr in Q1FY20 and EBTIDA margin came in at negative 51.2% compare to positive
200 EBITDA margin of 9.4% in corresponding quarter last year. Decline in EBITDA was account of
6 higher fixed cost due lockdown and lower operating leverage. Gross profit margin came in
160 at 36%, business mix during the quarter was more towards the non-commercial vehicle.

Revenue for Q1FY21 revenue declined by 88.5% YoY and (83% QoQ) to INR 650. 9 Cr led by
1) COVID-19 related lockdown 11) 96% YoY decline in total M&HCV volumes to 1021 units
8o 111) 78% decline in LCV volumes to 2793 units IV) and decline in exports. AL reported Net loss
of INR 389 Cr compare to profit of INR 230.20 Cr in QiFY20. Management stated that

120

40 Phoenix platform will be launched in next in 60-90 days; this will further strengthen its
0 . . . . . position in LCV segment and also enhances the product offering. We expect operational
=R e 2 & ] performance to improve on back of cost control measures, better product mix and
2 o @w a W -$ operating leverage benefit.

< R < s < AL launched its modular platform AVTR
Close Price Sensex During the quarter company launched its modular platform AVTR, range of modular vehicles
in the Heavy commercial vehicle segment as also differentiated intermediate commercial
MARKET INFO vehicle range of vehicle. This is complete BSVI “Mid-Nox” technology of the AL which
provides superior “Fluid Efficiency”. This platform gives flexibility to choose vehicles as per
SENSEX 34842.10 the requirements. This platform will improve operating efficiency, supply chain, reduces the
complexity in manufacturing, better inventory management, increases product offerings
NIFTY 10288.90 and drives higher realizations. Company have rolled out over 2000 of these vehicles till date

this year and 10000 BSVI vehicles including LCV.

SHARE HOLDING PATTERN (%)

Particulars 20-Jun | 20-Mar | 19-Dec o o
promoter = | s | s 16% 10.28%
omoters 51.12 51.12 51.12 (o) o (o)
Flls 15.51 16.8 19.24
Dlls 13.9 14.86 12.3
Non-institutions | 19.48 | 17.23 | 17.34 Revenue CAGR between FY 20 EBITDA Margin
and FY 22E FY22E
Total 100 100 100
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
Praveen Motwani, research2@krchoksey.com, +91-22-6696 5421 is also available on Bloomberg KRCS<GO> www.krchoksey.com

Thomson Reuters, Factset and Capital IQ
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Ashok Leyland Limited

Concall Highlights:

1) Total industry volumes were insignificant during the quarter, there was 94% decline TIV 2) Ashok Leyland Q1FY21 revenue down by
88.5% YoY and (-83% QoQ) to INR 650.9 Cr and EBTIDA loss of INR 333.2 Cr. 3) Company introduced modular vehicles platform AVTR 4)
Company will be launching its Phoenix in next 60-90 days, this is very differentiated product. 5) Working on every cost line, cost item
and saved approx INR 550 Cr in last year. Going forward focus is on operational efficiency, productivity and how to optimize the digital
platform. 6) Platform AVTR improves the supply chain and reduces the complexity in manufacturing which drives the better inventory
requirement and increases offering. 7) Export was challenging during the quarter as market are yet to open up, with complete range of
products company is ready address the demand in international market. 8) LCV demand is picking up 9) Net debt currently stood at
approx 4247 Cr, increase in debt Is on account of payment to vendors and other suppliers. 10) Ramp up is happening on MoM bases
and expect suppliers end to be the same and some of the supply chain constrains and uncertainty is getting normalized 11) All plants
are working with ensuring social distancing norms 12) During the quarter revenue mix was more towards non cv. 12) Maximum traction
is happening in ICV, tippers 13) Major capex is almost over, expect 550-600 Cr of capex for FY21.

Valuations & Outlook

We believe, AL is well placed to capitalize on the demand with its business strategy. Currently AL is focused on I) increasing business
share in domestic market and continues investment, getting complete eco system together in place II) Phoenix platform will be
launched in next in 60-90 days; this will further strengthen its position in LCV segment and also enhances the product offering
1) Focus on export business which is currently at lower base 1IV) Improving operating efficiency and cost control measures V) and
growing in all other business (non cv). During the quarter company introduced its innovative technology in industry which is unique
Modular business platform “AVTR”, we expect better product mix for AL going forward. We expect improvement in EBITDA margin
and Return ratios on back of better operating leverage, operational efficiency and better product mix. Given the current scenarios, we
have revised our estimates and target price accordingly. Since our last recommendation (Buy at a target price of INR 63) on 26" June,
2020, the share of Ashok Leyland advanced ~17%. We have valued the company at a P/E multiple of 16x on FY22 EPS of INR 4.51 to arrive
at a target price of 72 resulting into a upside 18% from CMP of INR 61. We maintain an “BUY” rating on the stock.

Quarterly performance

Income from operations 645.2 5611.8 -88.5% 3814.2 -83.1%
Other operating income 5.7 7241 -92.1% 24.3 -76.7%
Total revenue 650.9 5683.9 -88.5% 3838.5 -83.0%
Cost of material consumed 325.0 4496.3 -92.8% 1955.3 -83.4%
Purchase of stock in trade 74.4 191.2 -61.1% 200.3 -62.8%
(Inc.)/ Decin Stocks 18.0 -713.8 -102.5% 573.4 -96.9%
Employee cost 354.2 500.4 -29.2% 409.7 -13.6%
Other Expenses 212.5 672.8 -68.4% 516.8 -58.9%
Total Operating expenditure 984.1 5146.9 -80.9% 3655.5 -73.1%
EBITDA -333.2 537 -162.1% 183.0 -282.1%
Depreciation 163.7 164.6 -0.6% 187.7 -12.8%
Operating profit -496.9 372.3 -233.5% -4.7 10450.1%
Other income 25.6 21.1 21.6% 34.4 -25.6%
EBIT -471.3 393.4 -219.8% 29.7 -1685.2%
Interest 76.8 12.6 512.3% 33.1 132.1%
Exceptional items 1.67 20.1 -91.7% 68.73 -102.4%
EBT -549.8 360 -252.4% 7241 662.6%
Tax -161.0 1,30 -223.4% -14.8 989.4%
Net income -388.8 230.2 -268.9% -57.3 578.3%

Source: Company, KRChoksey Research

ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
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Ashok Leyland Limited

Income Statement

Particulars (INR Cr) FY19 FY20 FY21E FY22E
Total Revenue 29055 17467 14529 23828
Total Operating Expenditure 25920 16294 13650 21379
EBIDTA 29055 17467 879 2450
Less: Depreciation & Amortization 621 670 696 748
EBIT 2514 504 183 1702
Interest Paid 70 109 207 178
Other Income 110 123 103 193
Profit Before tax 2554 518 80 1716
Tax 513 122 20 395
Adj. Net Profit 1983 237 60 1322

Source: Company, KRChoksey Research

Balance Sheet

Particulars (INR Cr) FY19 FY20 FY21E FY22E

Equity & Liabilities

Equity Capital 294 294 294 294
Reserves & Surplus 8039 6970 6883 8190
Equity 8332 7264 7177 8483
Total Loans 398 3092 3442 3242
Capital Employed 9534 11101 11364 12470
Assets

Net Block 4805 5036 4941 4793
Capital WIP 275 421 421 421
Investments 2637 2720 2615 2621

Current Assets

Inventories 2684 1238 1816 3404
Sundry Debtors 2506 179 855 1589
Cash and Bank Balance 1373 1322 1317 1500
Total Current Assets 8185 5423 4714 7684

Current Liabilities & Provisions

Sundry Creditors 5018 2624 2318 3412
Provisions 803 625 291 477

Total Current Liabilities & Provisions 6228 3249 2609 3889
Capital Applied 9534 11101 11364 12470

Source: Company, KRChoksey Research

ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576
Praveen Motwani, research2@krchoksey.com, +91-22-6696 5421 is also available on Bloomberg KRCS<GO> www.krchoksey.com
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Ashok Leyland Limited

Cashflow Statement

Particulars (INR Cr) FY19 FY20 FY21E FY22E
Net Cash Generated From Operations -362 942 537 1182
Net Cash Flow from/(used in) Investing Activities 231 2177 -496 -606
Net Cash Flow from Financing Activities -1616 1149 -30 -393
Net Inc./Dec in cash equivalents 333 -87 38 183
Closing Balance Cash and Cash Equivalents 1365 1279 1317 1500
Source: Company, KRChoksey Research

Ratio Analysis
Particulars (INR Cr) FY19 FY20 FY21E FY22E
EBIDTA Margin 10.79% 6.72% 6.05% 10.28%
PAT Margin 6.82% 1.36% 0.41% 5.55%
ROCE% 20.80% 2.13% 0.53% 10.60%
ROE% 25.46% 3.04% 0.83% 16.88%
EPS 6.77 0.81 0.20 4.51

Source: Company, KRChoksey Research

ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-6691 9576

Praveen Motwani, research2@krchoksey.com, +91-22-6696 5421 www.krchoksey.com

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Rating Legend (Expected over a 12-month period)

Our Rating
Buy More than 15%
Accumulate 5% —15%
Hold 0-5%
Reduce -5% -0
Sell Less than - 5%

ANALYST CERTIFICATION:
We, Praveen Motwani (MMS-Fin, BFM), Research analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my views about the
subject issuer(s) or securities. | 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:
KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited. KRCSSPL is a registered

Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.
We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL 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 analyst covers.

The information and opinions in this report have been prepared by KRCSSPL 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
KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation to update the information. Also, there may be regulatory, compliance or other
reasons that may prevent KRCSSPL 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 KRCSSPL policies, in circumstances where KRCSSPL 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. KRCSSPL 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. KRCSSPL 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. Our employees in sales and marketing team, dealers and other professionals may
provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, .In reviewing these materials, you should be aware that any or all of the
foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. KRCSSPL 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 KRCSSPL nor Research
Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Praveen Motwani (MMS-Fin, BFM), 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 brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately preceding the date of
publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.

Itis confirmed that, Praveen Motwani (MMS-Fin, BFM), research analyst, do not serve as an officer, director or employee of the companies mentioned in the report.

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 KRCSSPL 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 them of and to observe such restriction.

Please send your feedback to research.insti@krchoksey.com
Visit us at www.krchoksey.com

Registered Office:

1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai - 400 001.
Phone: +91-22-6633 5000; Fax: +91-22-6633 8060.
Corporate Office:

ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai - 400 053.
Phone: +91-22-6696 5555; Fax: +91-22-6691 9576.
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