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CV cycle- Poised for a strong recovery  
 AL reported weak numbers in Q2, impacted by the slowdown in the 

MHCV market and adverse product mix. EBITDA stood at Rs 804mn (-
65% YoY) with contracted margin at 2.8% (-298bps YoY), led by 
negative operating leverage. However, the longer term outlook looks 
attractive with improving outlook for infrastructure, ecommerce and 
mining and traction in the hub-and-spoke model. Management expect 
CV numbers to see growth in 2HFY21. 

 CV numbers are showing sequential improvement led by strong 
traction from the ICV (7.5-16 tonnes), Tractor haulage and Tipper 
segment. M&HCV volumes are also showing initial sign of recovery. 
Any recovery in the MHCV sales or reduction in debt remains key to 
stock performance in the near term. 

 AL appears to be well placed to benefit from the imminent CV upcycle 
with adequate spare capacity, strong distribution network and recently 
beefed up product portfolio. It is also likely to benefit from its higher 
share in the >16T segment, as usually the mix shifts upward during up-
cycles. However, rising diesel prices, lower fleet utilization (~60%) and 
weak financial condition of fleet operators continue to impact their 
buying appetite in the near term. 

 The company has renewed its focus on LCV segment with a new model, 
‘Bada Dost’ (GVW 3T/3.5T) in Sep-20, which will help to gain market 
share.  

 The industry has already witnessed a sharp fall in the last two years 
and we anticipate a sharp recovery in FY22. We revise our FY22/23E 
earnings up by 1/32%. We expect margins to trend upwards with 
better volumes for high tonnage vehicle and model 8/9.8% EBITDA 
margins for FY22/23E. We value the stock at 20x FY23E earnings and 
recommend Accumulate rating with TP of Rs 98. 

Prospects to improve with recovery in economy 
The M&HCV market is highly cyclical, which grows at an average of 1.5x 
GDP growth. We believe that as the economy grows and fleet utilization 
catches up, by 4QFY21, freight rates will rise sharply, thus driving the next 
upcycle. (Contd.) 
 
 
 

Q2FY21 Result (Rs Mn) 

Particulars Q2FY21 Q2FY20 YoY (%) Q1FY21 QoQ (%) 

Revenue 28,366 39,295 (27.8) 6,509 335.8 

Total Expense 27,562 37,009 (25.5) 9,841 180.1 

EBITDA 804 2,286 (64.8) (3,332) (124.1) 

Depreciation 1,712 1,600 6.9 1,637 4.6 

EBIT (907) 685 (232.4) (4,969) (81.7) 

Other Income 219 455 (51.9) 256 (14.6) 

Interest 872 301 189.6 768 13.5 

EBT (1,578) 191 (925.7) NA (71.3) 

Tax (111) (198) (43.7) NA (93.1) 

RPAT (1,467) 389 (477.3) NA (62.3) 

APAT (1,450) 1,037 (239.8) NA (62.6) 

   (bps)  (bps) 

Gross Margin (%) 28.8 31.0 (217) 35.9 (708) 

EBITDA Margin (%) 2.8 5.8 (298) (51.2) 5403 

NPM (%) (5.2) 1.0 (616) (59.7) 5456 

Tax Rate (%) 7.1 (103.4) 11045 29.3 (2223) 

EBIT Margin (%) (3.2) 1.7 (494) (76.3) 7315 
 

 

CMP Rs 85 

Target / Upside Rs 98 / 16% 

NIFTY 12,264 

Scrip Details  

Equity / FV Rs 2,936mn / Rs 1 

Market Cap Rs 249bn  

 USD 3bn 

52-week High/Low Rs 88/ 34 

Avg. Volume (no) 5,28,44,600 

Bloom Code AL IN 

Price Performance 1M 3M 12M 

Absolute (%) 12 70 11 

Rel to NIFTY (%) 9 60 7 
 

Shareholding Pattern 

 Mar'20 Jun'20 Sep'20 

Promoters 51.1 51.1 51.1 

MF/Banks/FIs 15.7 14.8 18.0 

FIIs 17.5 16.3 15.2 

Public / Others 15.7 17.8 15.7 
 

Valuation (x) 

 FY21E FY22E FY23E 

P/E (70.9) 50.4 17.3 

EV/EBITDA 59.7 18.4 10.1 

ROE (%) (5.0) 7.0 19.2 

RoACE (%) (0.2) 6.8 14.9 
 

Estimates (Rs mn) 

 FY21E FY22E FY23E 

Revenue 1,29,946 1,92,714 2,77,281 

EBITDA 4,624 15,143 27,224 

PAT (3,511) 4,937 14,377 

EPS (Rs.) (1.2) 1.7 4.9 
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We believe AL should gain market share with recovery in demand, as its portfolio is 
skewed towards higher-tonnage vehicles, where the recovery is sharper during up-
cycles.  
 

Renewed focus on LCV segment 
The company has renewed its focus on this segment and launched its new platform, 
'Phoenix’, with a new model, ‘Bada Dost’ (GVW 3T/3.5T) in Sep-20. It plans to launch 
another 7-8 models on this platform. We expect AL to gain share in LCVs with ‘Bada 
Dost’ on the platform. Hence, we raise our LCV volume estimates for AL to 59k/75k 
units in FY22/23E. 
 

 Actual vs DART Estimates 
 (Rs mn) Actual DART Est Var (%) Comments 

Revenue 28,366 29,166 (3)  

EBITDA 804 1,606 (50) Higher RM and operating costs 

EBITDA Margin (%) 2.84 5.51 (267)  

PAT (1,450) (325) 346 lower other income and higher  
interest cost 

Source: DART, Company 

 Change in Estimates 
 FY22E FY23E 

Particulars (Rs mn) New Previous % Cng New Previous % Cng 

Net sales  1,92,714   1,64,006   17.5   2,77,281   2,27,198   22.0  

EBITDA  15,143   14,334   5.6   27,224   22,102   23.2  

EBITDA margin(%)  7.9   8.7   (88)bps  9.8   9.7   9bps  

APAT  4,937   4,907   0.6   14,377   10,860   32.4  

EPS  1.7   1.7   0.6   4.9   3.7   32.4  

Source: DART, Company 

 Key Assumption table 
(in units) FY19 FY20 FY21E FY22E FY23E 

Domestic M&HCV 1,31,936 71,407 41,088 64,543 93,130 

% YoY  13.2   (45.9)  (42.5)  57.1   44.3  

LCV 53,129 44,912 42,666 59,733 74,666 

% YoY  26.3   (15.5)  (5.0)  40.0   25.0  

Domestic volumes 1,85,065 1,16,319 83,754 1,24,276 1,67,796 

% YoY  16.7   (37.1)  (28.0)  48.4   35.0  

Exports 12,301 8,920 4,460 6,021 8,128 

% YoY  (24.3)  (27.5)  (50.0)  35.0   35.0  

Total sales 1,97,366 1,25,239 88,214 1,30,297 1,75,925 

% YoY  12.9   (36.5)  (29.6)  47.7   35.0  

Source: DART, Company 
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Key Conference Call highlights 

 MHCV industry recorded sales of 24,552 vehicles in Q2FY21 (vs -50% YoY of 
48,018 units for Q2FY20). There is a gradual but steady recovery in CV 
industry with LCV and aftermarket sales back to pre-Covid levels.  

 The Bada Dost on AVTR platform have received an encouraging response. 
Q3 and Q4 expected to be growth quarters with pick up in enquiries and 
demand from large fleet operators. Going forward, tonnage growth is likely 
to be better than volume growth. Demand for fully built vehicles likely to go 
up in bus and cargo segments. 

 Recovery witnessed in exports markets with reopening of the economies. 
Company is working on building product capabilities (LHD/RHD products) 
with focus on Bangladesh and Sri Lanka. Company is working towards adding 
distributorships in Middle East and African Markets.  

 Financiers/NBFCs are gaining confidence in the CV sector with lending 
coming back with reopening of the economy. 

 Fleet utilization is improving sequentially. M&HCV segment has seen 
traction for ICV vehicles and Tippers. 

 Operating Working Capital reduced by Rs 5bn sequentially in Q2FY21 with 
cash at Rs 12bn. Working capital is at optimal level with inventory at 
comfortable level with receivables likely to increase with improvement in 
Bus and SCV segment demand. 

 Company has taken further price increases across segment in October due 
to increase in RM prices.  

 Capex for FY21 to be Rs 7.5bn. AL has incurred capex of Rs 2.70bn in H1FY21 
towards the modular platform, Bada Dost and the EV program. 

 AL is looking to further invest in Optare and HLFL if required. 

 Net debt on books is Rs 30.76bn as on Q2FY21 end (vs Rs 42.84bn as on 
Q1FY21 end) with gearing of 0.45. With DE reduced to 0.5 (vs 0.6 at Q1FY21 
end).  

 Total ICDs now stand reduced to Rs 3bn from Rs 4bn in Q1FY21. 

 For ICVs, AL’s market share is ~22% and is expected to improve further with 
new roll outs. ICV revenue accounts for 27% of total sales. 

 Busses demand expected to recover sharply with reopening of schools and 
corporate transport resumption. 

 HLFL’s revenues improved on YoY basis in H1FY21 at Rs 14.69bn and PAT at 
Rs 1.45bn. Net moratorium stands at 35% (vs 40% in August’20); with better 
borrowing costs with good liquidity position and adequate lines of credit. 
Company has made provision further Rs 500mn over and above Rs 700mn in 
March’20. NPAs stand at 2.3% of the AUM with 45% lending towards MHCV. 

 Revenue mix for Q2FY21: 20% from LCVs, 27% from ICVs, 14% from Spares 
and 5% from Engines. 
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 Revenue under stress   Net ASP improved 7% YoY 

 

 

 

Source: DART, Company  Source: DART, Company 

 
 Gross Margin contracted  116bps YoY   EBITDA Margin contracted 298bps YoY 

 

 

 

Source: DART, Company  Source: DART, Company 

 
 M&HCV LCV Mix (%)   AL’s regaining share in M&HCV segment  

 

 

 

Source: DART, Company  Source: DART, Company 
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 Recovery in LCV volume growth    Tonnage mix (%) 

 

 

 

Source: DART, Company  Source: DART, Company 

 
 

 EV/Sales    P/BV trend  

 

 

 
Source: DART, Company  Source: DART, Company 
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Profit and Loss Account     

(Rs Mn) FY20A FY21E FY22E FY23E 

Revenue 1,74,675 1,29,946 1,92,714 2,77,281 

Total Expense 1,62,938 1,25,322 1,77,570 2,50,057 

COGS 1,23,692 93,142 1,37,247 1,97,822 

Employees Cost 16,151 14,859 16,939 20,665 

Other expenses 23,096 17,322 23,385 31,569 

EBIDTA 11,737 4,624 15,143 27,224 

Depreciation 6,698 7,052 7,118 7,339 

EBIT 5,039 (2,428) 8,025 19,885 

Interest 1,095 3,271 2,488 2,432 

Other Income 1,233 987 1,046 1,098 

Exc. / E.O. items (1,558) 0 0 0 

EBT 3,618 (4,713) 6,582 18,551 

Tax 1,224 (1,202) 1,646 4,174 

RPAT 2,394 (3,511) 4,937 14,377 

Minority Interest 0 0 0 0 

Profit/Loss share of associates 0 0 0 0 

APAT 3,953 (3,511) 4,937 14,377 

     

Balance Sheet     

(Rs Mn) FY20A FY21E FY22E FY23E 

Sources of Funds     

Equity Capital 2,936 2,936 2,936 2,936 

Minority Interest 0 0 0 0 

Reserves & Surplus 69,704 66,193 68,606 75,465 

Net Worth 72,640 69,129 71,542 78,401 

Total Debt 31,147 36,347 35,547 34,747 

Net Deferred Tax Liability 2,648 2,648 2,648 2,648 

Total Capital Employed 1,06,436 1,08,124 1,09,737 1,15,796 

     

Applications of Funds     

Net Block 63,536 66,426 67,357 68,308 

CWIP 5,941 3,049 3,291 3,539 

Investments 31,695 31,695 31,695 31,695 

Current Assets, Loans & Advances 62,723 54,710 62,896 80,674 

Inventories 12,380 10,681 17,951 25,829 

Receivables 11,798 10,681 16,367 24,310 

Cash and Bank Balances 13,225 9,029 5,257 8,216 

Loans and Advances 25,320 24,320 23,320 22,320 

Other Current Assets 0 0 0 0 

     

Less: Current Liabilities & Provisions 57,460 47,756 55,501 68,420 

Payables 26,239 19,649 26,321 37,938 

Other Current Liabilities 31,221 28,107 29,180 30,482 

sub total     

Net Current Assets 5,263 6,954 7,394 12,254 

Total Assets 1,06,436 1,08,124 1,09,737 1,15,796 

E – Estimates 
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Important Ratios     

Particulars FY20A FY21E FY22E FY23E 

(A) Margins (%)     

Gross Profit Margin 29.2 28.3 28.8 28.7 

EBIDTA Margin 6.7 3.6 7.9 9.8 

EBIT Margin 2.9 (1.9) 4.2 7.2 

Tax rate 33.8 25.5 25.0 22.5 

Net Profit Margin 1.4 (2.7) 2.6 5.2 

(B) As Percentage of Net Sales (%)     

COGS 70.8 71.7 71.2 71.3 

Employee 9.2 11.4 8.8 7.5 

Other 13.2 13.3 12.1 11.4 

(C) Measure of Financial Status     

Gross Debt / Equity 0.4 0.5 0.5 0.4 

Interest Coverage 4.6 (0.7) 3.2 8.2 

Inventory days 26 30 34 34 

Debtors days 25 30 31 32 

Average Cost of Debt 5.8 9.7 6.9 6.9 

Payable days 55 55 50 50 

Working Capital days 11 20 14 16 

FA T/O 2.7 2.0 2.9 4.1 

(D) Measures of Investment     

AEPS (Rs) 1.4 (1.2) 1.7 4.9 

CEPS (Rs) 3.6 1.2 4.1 7.4 

DPS (Rs) 0.5 0.0 0.7 2.2 

Dividend Payout (%) 37.0 0.0 44.0 45.0 

BVPS (Rs) 24.8 23.6 24.4 26.8 

RoANW (%) 3.1 (5.0) 7.0 19.2 

RoACE (%) 5.1 (0.2) 6.8 14.9 

RoAIC (%) 5.9 (2.5) 7.9 18.8 

(E) Valuation Ratios     

CMP (Rs) 85 85 85 85 

P/E 62.9 (70.9) 50.4 17.3 

Mcap (Rs Mn) 2,48,804 2,48,804 2,48,804 2,48,804 

MCap/ Sales 1.4 1.9 1.3 0.9 

EV 2,66,726 2,76,122 2,79,094 2,75,335 

EV/Sales 1.5 2.1 1.4 1.0 

EV/EBITDA 22.7 59.7 18.4 10.1 

P/BV 3.4 3.6 3.5 3.2 

Dividend Yield (%) 0.6 0.0 0.9 2.6 

(F) Growth Rate (%)     

Revenue (39.9) (25.6) 48.3 43.9 

EBITDA (62.6) (60.6) 227.5 79.8 

EBIT (80.0) (148.2) NA 147.8 

PBT (85.5) (230.2) NA 181.8 

APAT (80.6) (188.8) NA 191.2 

EPS (80.6) (188.8) NA 191.2 

     
Cash Flow     

(Rs Mn) FY20A FY21E FY22E FY23E 

CFO 8,991 929 10,335 22,253 

CFI (35,698) (7,049) (8,291) (8,539) 

CFF 24,351 1,929 (5,812) (10,750) 

FCFF (10,637) (6,121) 2,044 13,713 

Opening Cash 13,736 13,225 9,029 5,257 

Closing Cash 13,225 9,029 5,257 8,216 

E – Estimates



 

 

 

   
 

 
DART RATING MATRIX  

Total Return Expectation (12 Months)  

Buy > 20% 

Accumulate 10 to 20% 

Reduce 0 to 10% 

Sell < 0% 

 
 

Rating and Target Price History 

 

 

 Month Rating TP (Rs.) Price (Rs.) 

Nov-19 Accumulate 84 79 

Feb-20 Accumulate 90 82 

Mar-20 Buy 65 44 

Mar-20 Buy 65 42 

Apr-20 Buy 56 44 

Jun-20 Accumulate 58 52 

Aug-20 Accumulate 67 60 

    

    

    
*Price as on recommendation date 
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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 or indirectly related to the specific recommendations or views expressed in this research report.  

I.  Analyst(s) and Associate (S) holding in the Stock(s): (Nil)  

II. Disclaimer:  
This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any, 
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this 
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of 
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited. 
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private 
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance, 
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private 
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering 
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated 
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description 
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness. 
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error 
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as 
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the 
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited. 
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited. 
and its affiliated company(ies), 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 company(ies) mentioned herein 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 company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may 
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an 
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market 
Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required 
to inform themselves of and to observe such restrictions.  

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s) 
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not 
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are 
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among 
other things, communications with a subject company, public appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of 
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance 
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return 
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct 
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo 
or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time. 
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