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Topline & Profitability (Coverage Universe)
Decline in volumes QoQ, high input costs to weigh © 50000 00
The auto industry broadly encountered healthy demand conditions in }BH
Q1FY22 barring May, where state-specific lockdowns amid Covid J'ZD'DDD 0 -
resurgence played spoilsport. Total industry volumes are expected to have £ 50,000 [5.0) '
declined ~33% sequentially, with the CV space bearing the brunt of the the HEE.:
drop-off and tractor space having outperformed given supportive ] (200}

macroeconomics. Topline performance is expected to be slightly better
than industry volume trends given broad-based price hikes but margins are
seen declining across the board amid no respite in commodity cost [ Fievenues ——— EBTOA % PATS
inflation (metals, rubber, plastics). We expect our coverage universe (ex-

Tata Motors) to report top line de-growth of 21.6% QoQ along with ~210 Key players volume growth for Q1FY22 (%)
bps QoQ EBITDA margin decline and PAT de-growth of 31.4% QoQ.
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Industries while global presence is seen leading to relatively steady

performance at Motherson Sumi. Minda Industries is expected to Average currency movement against rupee

Sharp volume decline across OEMs, segments et
As YoY comparison is redundant (base quarter severely impacted by BAL
Covid), we examine volume trends on a QoQ basis. Among 2-W, Bajaj Maruti
Auto performed the best, with volume decline limited to 14.2% (8.99 lakh
units) courtesy solid exports delivery. Hero MotoCorp reported 34.7% TML (standalone)
decline to 10.24 lakh units while Royal Enfield volumes at Eicher Motors fell
39.6% to 1.24 lakh units. PV market leader Maruti Suzuki recorded 28% de- Mé&M (auto) T
growth to 3.5 lakh units while Tata Motors’ standalone volumes fell 40.1% M&M (tractors) 8‘;3
to 1.14 lakh units (JLR volumes expected at 88,324 units, down 35.3%). 7]
M&M'’s total volumes (automotive, tractors) were down 7.6% to 1.87 lakh AL 92 Dq:"
units while pure play CV maker Ashok Leyland posted 59.2% de-growth to >
17,987 units. Escorts’ tractor sales de-grew 20.4% to 25,935 units. Ex-Tata Eicher - RE 3=
Motors, OEM coverage universe is seen posting 25.8% QoQ decline in net Escorts (tractors) i
sales accompanied by ~250 bps sequential drop in margins to ~9.5%. m Q00 =
Ancillary pack to outperform on relative basis Ea
With the OEM channel experiencing volume weakness in the quarter, we QIFY22 QIFY21 YoY (%) Q4FY21 QoQ (%) |
expect ancillaries with high exposure to replacement channel (tyre, battery Steel 16 4“4 na 62 236 @
. . Aluminium 196 138 42.4 173 13.3 o=
players) to have fared relatively better. Further, reliance on exports markets Rubber e 118 B0 155 N =
is thought to have offered comparative insulation to the likes of Balkrishna Plastics 141 7 97.0 129 TH =
)
(V0]
outperform base user industries (2-W, 4-W) given its focus on kit value Q1FY22 Q1FY21 YoY (%) Q4FY21 QoQ (%) §
growth. The ancillary pack is seen posting 11.8% sequential revenue ESF?//:,'\\": ;:2 ;gz zj ;ﬁﬂ :(2) =)
decline accompanied by ~150 bps QoQ margin dip to 12.3%. GBP/NR 1031 942 04 1006 25

Exhibit 1: Estimates for Q1FY22E  crore) SV o7 0T As T 2t
Revenue Change (%) EBITDA Change (%) PAT Change (%) Top Picks

Q1FY22E YoY QoQ Q1FY22E YoY 0QoQ Q1FY22E YoY QoQ Balkrishna Industries
Apollo Tyres 3,830 333 (23.8) 534 125.1  (34.5) n LP (75.4) Mahindra & Mahindra
Ashok Leyland 2708 3160  (61.3) (19) (94.4) PL  (187) (51.9)  PL
Bajaj Auto 7,394 1401 (140) 1,173 1871 (23.0) 1,093  107.0  (17.9)
Balkrishna Industries 1676 805  (4.0) 485 1105 (104) 310 1543  (16.8)
Bharat Forge 1135 1658  (13.2) 286 LP (203) 150 P (27.0 Shashank Kanodia, CFA
Eicher Motors 1,812 1215  (38.4) 314 81857 (505) 222 P (57.9) shashank kanodia@icicisecurities.com
Escorts 1621 526 (26.7) 185 545 (46.4) 145 598  (45.5)
Hero MotoCorp 575 938 (337) 576 4327 (525 406 5623  (s3.1)  vaminDesa
M&M 12,385 1211 (83) 1,401 1551 (21.7) 768 5858 1,485.8 e e @B S EE
Maruti Suzuki 18026 3390 (25.0) 1,08 LP (45.4) 787 P (325)
Minda Industries 1,710 3101 (23.6) 180 P (40.5) 49 P (65.4)
Motherson Sumi 17,06 1005  (7.8) 1,646 P (160 417 P (415)
Tata Motors 56,672  77.2  (36.1) 6964 3024 (524) (1,663)  (80.3)  (78.1)
Total 131,774 107.8  (285) 14,811 8963 (44.4) 2,567 L LP

Source: Company, ICICI Direct Research, LP = Loss to Profit, PL = Profit to Loss
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Exhibit 2: Company Specific view - OEMs

Company

Ashok Leyland (ALL)

Bajaj Auto (BAL)

Eicher Motors (EML)

Escorts

Hero Motocorp (HMCL)

M&M

Maruti Suzuki (MSIL)

Tata Motors (TML)

Remarks

Ashok Leyland's Q1FY22 volumes declined 59.2% QoQ to 17,987 units, accompanied
by product mix deterioration as M&HCV segment comprised ~50% of overall sales
vs. ~60% in Q4FY21. Consequently, net sales are seen declining 61.3% sequentially
to ¥ 2,708 crore. We expect ALL to post a loss at the EBITDA level of ¥ 19 crore
(against EBITDA margins of 7.6% in Q4FY21) tracking negative operating leverage,
with loss after tax seen at ¥ 187 crore

Bajaj Auto is expected to report a relatively steady performance in Q1FY22. Total
sales volume was at 10.06 lakh units (down 14% QoQ; 2-W sales at ~9 lakh units &
3-W sales volume at ~1.06 lakh units) with product mix remaining unchanged QoQ
(3-W constituted ~10% of sales). Total operating income is expected to decline by a
similar magnitude (down 14% QoQ to % 7,394 crore), with blended ASPs flattish QoQ
at < 71,917/unit. EBITDA is expected at < 1,173 crore with corresponding margins at
15.1%, down 260 bps QoQ on expected increase in all cost heads. Ensuing PAT is
expected at ¥ 1,093 crore (down 17.9% QoQ)

Eicher Motors is expected to report weak performance in Q1FY22 amid 39.6% QoQ
Royal Enfield (RE) volume decline to 1.23 lakh units and VECV segment volume
decline of 68% QoQ to 5,806 units. Consolidated total operating income is expected at
% 1,812 crore (down 38.4% QoQ) amid ~2% QoQ blended rise in ASPs at RE to T 1.45
lakh/unit. EBITDA is expected at 3314 crore with corresponding margins at 17.3%,
down 430 bps QoQ driven by rise in key commodity prices and negative operating
leverage. Ensuing PAT is expected at ¥ 222 crore (down 58% QoQ), with share of
loss from VECV expected at % 12.8 crore vs. % 69 crore profit in Q4FY21

Escorts is expected to report a subdued performance in Q1FY22. Total tractor sales
came in at 25,935 units (down 20.4% QoQ) with construction equipment volumes at
606 units (down 62% QoQ). Consequently, total operating income for Q1FY22 is
expected at ¥ 1,621 crore (down 26.7% QoQ). EBITDA in Q1FY22 is expected at ¥ 185
crore with corresponding EBITDA margins at 11.4%, down 420 bps QoQ, driven by
spike in input costs as well as negative operating leverage. Ensuing PAT is expected
at < 145 crore (down 45.5% QoQ)

Q1FY22 performance at HMCL is expected to be soft tracking 34.7% sequential
volume decline to 10.24 lakh units. Total operating income is seen at % 5,759 crore
(down 33.7% QoQ) amid 1.5% QoQ rise in ASPs to ¥ 56,215/unit. EBITDA for the
quarter is expected at ¥ 576 crore (down 52.5% QoQ) with corresponding margins at
10%, down 390 bps QoQ. Margin reading is seen taking a hit primarily on account of
increase in employee costs and other expenses on percentage of sales basis.
Ensuing PAT is expected at % 406 crore (down 53% QoQ)

M&M is expected to be among the better OEM pack performers in Q1FY22 on the
back of a sequential increase in tractor volumes (up 6.4% QoQ to 99,929 units).
Automotive volumes declined 19.8% QoQ to 86,848 units. Resulting net standalone
sales are expected at T 12,385 crore, down 8.3% QoQ (total volume decline at 7.6%
to 1.87 lakh units). Better product mix (tractor volumes at 54% of overall vs. 46% in
Q4FY21) is seen leading to relatively limited margin decline (down 190 bps QoQ to
11.3%), with consequent PAT expected at % 768 crore (vs.Z 48 crore in Q4FY21)

MSIL is expected to post soft Q1FY22 numbers. Volumes for the quarter declined
28.2% QoQ to 3.53 lakh units but revenue decline is expected to be lower at 25% QoQ
to ¥ 18,026 crore tracking 3.1% sequential rise in ASPs to T 4.81 lakh/unit amid price
hikes undertaken and slight product mix improvement (share of UVs rose to 17% vs.
15.6% in the previous quarter). Weak operating leverage, however, along with higher
raw material costs are seen leading to 230 bps sequential EBITDA margin decline to
6%. PAT for the quarter is expected at X 787 crore, down 32.5% QoQ

TML is expected to report muted Q1FY22 results tracking sequential weakness in
volumes across India PV, India CV and JLR operations along with associated perils of
negative operating leverage and additionally, higher raw material costs. JLR
wholesale volumes (including China JV) are expected to have declined 35.3% QoQ to
88,324 units while India CV, PV segments posted sequential decline of 52.9% QoQ (to
50,145 units), 24.4% QoQ (to 64,441 units) respectively. Consolidated operating
income is expected to have declined 36.1% QoQ to 56,672 crore. Consolidated
EBITDA margins are seen declining by 420 bps QoQ to 12.3% with JLR margins seen
declining by 480 bps QoQ to 10.5%. We expect TML to post consolidated loss of ¥
1,663 crore in Q1FY22.

Source: Company, ICICI Direct Research
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Exhibit 3: Company Specific view - Ancillaries

Minda Industries (MIL)

Apollo Tyres (ATL)

Bharat Forge (BFL)

Balkrishna Industries (BIL)

Motherson Sumi (MSSL)

Remarks

MIL is expected to post 23.6% QoQ decline in Q1FY22 net sales to ¥ 1,710 crore,
lower than ~30% decline in domestic 2-W, 4-W segments given its tendency to
outperform base user industries. EBITDA for the quarter is expected at 3 180 crore,
down 40.5% with attendant margins declining by 300 bps QoQ to 10.5% tracking
lower gross margins and higher employee and other costs. Ensuing PAT for Q1FY22
is expected at ¥ 49 crore vs. T 140 crore in Q4FY21

Heavy exposure to CV space domestically is thought to have resulted in 30.1% QoQ
standalone total operating income decline for Q1FY22 to T 2,536 crore. Sequential
decline in European operations is seen being limited to 7.8% QoQ to I 1,295 crore.
Consequent consolidated net sales are expected at ¥ 3,830 crore, down 23.8% QoQ.
Consolidated EBITDA is expected at ¥ 534 crore, down 34.5% sequentially with
attendant margins declining by 230 bps QoQ to 13.9% amid increase under all cost
heads. Subsequently, consolidated PAT is seen at X 71 crore, down 75.4% QoQ

For BFL, exports performance and resilience in oil & gas segment is expected to
mitigate the weakness in India CV segment. Q1FY22 standalone net sales are seen
declining 13.2% QoQ to ¥ 1,135 crore. Sequential gross margin contraction along with
higher employee costs on percentage of sales basis are seen resulting in ~230 bps
QoQ EBITDA margin decline to 25.2%. Consequent standalone PAT is expected at ¥
150 crore, down ~27% QoQ

BIL is expected to be the standout performer in the auto ancillary pack for Q1FY22
riding on marginal volume decline sequentially (down 7.6% QoQ to 62,858 MT). Net
sales for the quarter are seen at ¥ 1,676 crore, down 4% QoQ - buoyed in part by
sequential rupee depreciation. EBITDA is expected at ¥ 485 crore with EBITDA
margins at 29%, down 200 bps QoQ largely tracking deterioration in gross margins.
Ensuing PAT for Q1FY22 is expected at X 310 crore, down 16.8% QoQ

For MSSL, evolution of margin profile at overseas subsidiaries (SMP in particular)
would remain a key monitorable, with overall performance seen being relatively
stable amid high exposure to the global PV markets. Consolidated Q1FY22 net sales
are expected at 3 17,046 crore, down 7.8% QoQ. EBITDA is expected at 31,646 crore
with corresponding EBITDA margins at 9.7%, down 90 bps QoQ. Ensuing PAT for
Q1FY22 is expected at ¥ 417 crore (down 41.5% QoQ). SMRPBV is expected to
report a topline of €1,324 million (down ~2.8% QoQ) with corresponding EBITDA at
€134 million and operating margins at 10.1%

Source: Company, ICICI Direct Research
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MSIL volume performance HMCL volume performance BAL volume performance
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Exhibit 4: ICICI Direct coverage universe (Auto & Auto Ancillary)

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

(4] (%) Rating (R Cr) FY21IP FY22E FY23E FY21P FY22E FY23E FY21P FY22E FY23E FY21P FY22E FY23E FY21P FY22E FY23E
Apollo Tyre (APOTYR) 231 260 Buy 14,670 5.5 99 162 419 234 142 6.9 11 5.2 1.6 6.1 9.1 6.4 5.3 8.2
Ashok Leyland (ASHLEY) 125 150 Buy 36589  -1.1 1.1 44 -117.0 1134 285 739 301 148 -1.9 48 157 -44 45 16.5
Bajaj Auto (BAAUTO) 4,187 4,500 Buy 1,21,159 157.4 1835 2100 266 228 199 201 165 141 182 219 252 181 206 23.1

Balkrishna Ind. (BALIND) 2290 2250 Buy 44270 598 682 805 383 336 285 250 215 183 193 204 21.6 192 19.0 194
Bharat Forge (BHAFOR) 805 875 Buy 374718 -27 159 250 NM 508 322 461 248 177 22 80 121 33 123 169
Eicher Motors (EICMOT) 2700 2970 Hod 73,602 493 667 8.4 548 405 309 370 284 216 113 135 158 11.8 143 166

Escorts (ESCORT) 1,200 1,140  Hold 14710 712 620 769 168 193 156 104 11.9 93 187 138 148 162 126 137
Hero Moto (HERHON) 2915 3,440 Buy 58213 1484 1708 1965 196 171 148 125 106 9.0 208 231 245 195 207 217
M&M (MAHMAH) 780 1,000 Buy 96970 23 299 378 3464 261 206 144 152 121 95 82 105 27 96 1.1

Maruti Suzuki (MARUTI) 7,450 6,080 Reduce 2,25050 140.0 1729 2251 532 431 331 340 253 189 43 66 91 82 95 114
Minda Industries (MININD) 633 725 Buy 17,212 76 109 191 833 582 331 249 208 147 91 106 167 104 142 196
Motherson (MOTSUM) 235 300 Buy 74211 33 74 100 NM 316 235 163 99 80 67 162 205 88 167 197
Tata Motors (TATMOT) 317 375 Buy 114047 -350 55 376 NM 580 84 51 54 33 64 66 143 -236 36 196

Source: Company, 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%
" BBl
jﬂlCICIu'Nrw‘[u,\n:: i.“_f‘ l |
!n-lxlmvvll,n,no:)ullmluhpl | BHOE({ER \ |
ICICI Securities Ltd. /5 STARMINE | |
E&;“a-vst»\‘.n‘a'd D
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
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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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite
corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. 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 and its analysts, persons reporting to analysts and their relatives are generally prohibited 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 jati 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, and 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 simult. ly, not all customer:
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 and ICICI Securities as a entity 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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