Bajaj Auto (saauto)

CMP: % 3,835 Target: ¥ 4,500 (17%)

Target Period: 12 months
April 30, 2020

Structural margin levers help maintain positive stance

Bajaj Auto reported a healthy operational performance in Q4FY21. Net
revenues came in at < 8,596 crore (up 26.1% YoY) amid 17.9% YoY volume
increase at 11. 7 lakh units (2-W up 23%, 3-W down 12%) and 7.8% QoQ
ASP rise to ¥ 73,492/unit. EBITDA margins for Q4FY21 came in at 17.7%
(down 168 bps QoQ) with lower than anticipated decline in gross margins
amid improved product mix in the 2-W segment. Consequent reported PAT
was up 1.7% YoY to ¥ 1,332 crore, with BAL declaring ¥ 140/share as
dividend for FY21, in line with its new dividend distribution policy.

Healthy volume growth lies ahead, amid near term hiccups

The upturn in 2-W demand following the post-Covid ‘unlock’ programme
last year lost momentum in H2FY21, especially at the retail level. While
demand initially was driven by the rural economy, latter legs were added by
urban demand coming to the fore, as evidenced by improvement in scooter
sub segment. BAL performed marginally better than the industry, recording
a slight retail market share gain to 12.08% as of March 2021. As per FADA
commentary, 2-W channel inventory remains relatively elevated (30-35 days
vs. 10-15 days for PV), signalling muted buyer sentiment on the ground.
Against this backdrop, a sharp resurgence in Covid cases is set to dampen
sentiment further in the near term, with several states under lockdown. The
3-W industry is also facing delay in recovery amid renewed concerns over
public transport in pandemic times and its negative impact on schooling and
office movement. Nevertheless, favourable base effect following two years
of subdued performance should aid domestic operations on CAGR basis in
FY21-23E. Exports outperformance vis-a-vis domestic sales is expected to
continue. We build 14.9%, 25.5%, 15.9% 2-W, 3-W, total volume CAGR in
FY21-23E, respectively, with total volumes seen at 53.4 lakh units in FY23E.

Product mix improvement, price hikes key to margin resilience

With near-term demand outlook slightly strained, immediate relief via
operating leverage is unlikely. This leaves price hikes and continued product
mix improvement as levers for margin resilience. BAL has undertaken
~3.5% increase in prices thus far in CY21 and hopes to undertake another
~2% increase to offset higher input costs. It has done well on the product
mix front, with Pulsar 125 proving to be highly successful and share of <110
cc motorcycles declining ~390 bps YoY to ~44.2% of overall sales in FY21.
Expected exports outperformance, going ahead, along with 3-W rebound
(courtesy low base) is also set to be beneficial for blended profitability. We
build 16.4%, 17% margins in FY22E, FY23E respectively.

Valuation & Outlook

For BAL, we build 22.2%, 15.5% sales, PAT CAGR in FY21P-23E. We value
BAL at unchanged target price of ¥ 4,500 using SOTP method (core business
at 21x FY23E EPS and 2x P/B on KTM investment), retaining our BUY rating.
Despite likely slight elongation in demand recovery, presence of margin
accretive factors helps us remain constructive on BAL. We are also enthused
by the recent revision in dividend policy amid surplus cash on B/S at BAL.

Key Financial Summary

Key Financials FY19 FY20 FY21P
Net Sales 30,250.0 29,918.6 27,7411
EBITDA 4,982.0 5,096.2 4,928.5
EBITDA Margins (%) 16.5 17.0 17.8
Net Profit 4,675.1 5,100.0 4,554.7
EPS (%) 161.6 176.2 157.4
P/E 23.7 21.8 24.4
RoNW (%) 19.9 25.6 18.1
RoCE (%) 21.1 23.9 18.2
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Key Highlights

e Net sales rose 26% in Q4FY21 amid
18% volume growth and QoQ ASP
jump, with EBITDA margins at 17.7%

Covid spread is set to impact near
term demand but hedges in form of
improving product mix towards 3-W,
exports and premium 2-W are set to
aid margin resilience

Key Risk

e Prolonged slowdown in domestic 3-
W segment (high margin product)

Sooner than anticipated transition
towards Electric vehicles
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FY22E FY23E CAGR (FY21P-23E)

36,763.8 41,429.0 22.2%

6,034.0 7,053.0 19.6%
16.4 17.0

5,308.6 6,076.8 15.5%
183.5 210.0
20.9 18.3
20.6 23.1
21.9 25.2

Source: Company, ICICI Direct Research
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Exhibit 1: Variance Analysis

Q4FY21
Total Operating Income 8,596
Raw Material Expenses 6,177
Employee Expenses 307
Other Expenses 594
EBITDA 1,524.1
EBITDA Margin (%) 17.7
Other Income 283.6
Depreciation 66.2
Interest 2
PBT 1739
Total Tax 407
Reported PAT 1332.1
EPS (%) 46.0
Key Metrics
Revenue (X crore)
Domestic 4,422
Exports 3,991
Blended ASP (/ unit)
Domestic 82,787
Exports 62,796

Q4FY21E  Q4FY20 YoY (%)
8,209 6,816 26.1
6,019 4,665 32.4

322 342 -10.3
523 561 5.8
1,347.0 1,252.8 21.7
16.4 18.4 -65 bps
343.0 532.7 -46.8
66.8 63.3 4.6

0 1 NA

1623 1721 1.1
381 411 -0.9
1241.8 1310.3 1.7
42.9 45.3 1.7
4,207 3,711 19.2
3,841 2,900 37.6
78,756 77,608 6.7
60,444 56,442 11.3

03FY21 Qo0 (%)

8,910 -3.5
6,308 -2.1
317 -3.2
557 6.7
1,729.6 -11.9
19.4 -168 bps
369.2 -23.2
65.0 1.8

1 NA
2033 -14.4
477 -14.5
1556.3 -14.4
53.8 -14.4
4,648 -4.9
4,082 2.2
75,006 10.4
59,408 5.7

Comments
Topline came in ahead of estimates tracking beat on ASP's
amid improvement in product mix within the 2-W space
RM as a % of sales came in at 71.9%, up 110 bps QoQ vs.
our expectation of 73.3% of sales
Employee costs came in lower than anticipated

EBITDA margins came in ahead of estimates at 17.7%
tracking lower than expected contraction in gross margins
and operating leverage benefits

Depreciation was on expected lines

Tax rate for the quarter stood at 23.4%

Reported PAT came in higher tracking beat on topline as well
as operating margins

Domestic revenues were ahead of estimates at 34,422 crore

Export revenues too were ahead of estimates at ¥3,991 crore

Domestic ASP's rose sharply 10.4% QoQ to ¥82,787/unit
Export ASP's rose 5.7% QoQ to %62,796/unit

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY22E
(Z Crore) 0id New % Change old
Revenue 34,649 36,764 6.1 38,660
EBITDA 5,776 6,034 45 6,967
if)'TDA Margin 16.7 16.4  -26bps 18.0
(]
PAT 5,339 5,300 0.6 6,354
EPS (3) 184.5 183.5 0.6 219.6

FY23E
New % Change Comments
Marginal upgrade in volume estimates and commodity
41,429 72 price led increase in ASP assumptions leads to single
digit upward revision in topline estimates. We expect
topline at BAL to grow at a CAGR of 22.2% over FY21-23E
7,053 1.2
170 -100 bps Revised.d.ownwz_:lrd our margin estimates tracking higher
than anticipated increase in RM costs
6,077 -4.4
Decline in margin estimates leads to single digit decline in
210.0 4.4 PAT estimates going forward. We expect PAT at BAL to

grow at a CAGR of 15.5% over FY21-23E

Source: ICICI Direct Research

Exhibit 3: Assumptions

Units (lakh) FY18 FY19 FY20 FY21
Motorcycle volumes 33.7 42.4 39.5 36.1
Three-Wheeler volumes 6.4 7.8 6.7 3.7
Total volumes 40.1 50.2 46.2 39.7
Export volumes 16.6 20.8 21.7 20.5
Domestic revenues (X crore) 15,396 18,099 17,169 14,609
Export revenues ($ mn) 1,400 1,642 1,677 1,694
USSINR Realisation rate 67 70 Al 74
Export ASP ($/unit) 872 790 172 822
Blended ASP (Z/unit) 62,640 58,905 63,077 68,295

Current Earlier Comments
FY22E FY23E FY22E FY23E
43.7 47.6 43.6 47.1 Total volume at BAL are seen growing at a
5.0 5.8 4.8 5.5 CAGR of 15.9% over FY21-23E to 53.4 lakh units
48.7 53.4 48.4 52.6 in FY23E. 2-W segment in the aforesaid period
25.0 21.5 24.5 26.5 is seen growing at a CAGR of 14.9%, while 3-W
19,793 22,137 18,689 20,821 segment is seen growing at a CAGR of 25.5%,
2,186 2,453 2,051 2,277 albeit on a low base. Revised upward our ASP's
74 75 75 75 assumptions tracking improvement in product
874 892 838 859 mix and calibrated price hikes undertaken to
73,899 75,916 70,213 72,034 mitigate RM costs increase

Source: ICICI Direct Research
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Q4FY21 Conference call highlights

While the pandemic is clouding near term outlook, disruption is not at the same level as last year. The
company has been able to manage its vendors and supply chain better compared to FY21. BAL expects
demand recovery to be swift once vaccination drive picks up pace and Covid spread is controlled. It
guided for FY22 to be among the best ever year for exports

Sequential growth momentum improvement in 3-W over the past few months has been halted because
of the pandemic resurgence but share of 3-W in overall volumes is set to increase, going forward
Exports continue to perform robustly for BAL, with ~77% revenues now being received from markets
where the company is either first or second in terms of its market share (leadership). BAL's exports are
~10-15% below potential due to shipping related issues

BAL said that ongoing 2-W premiumisation is on account of the top half of the consumer pyramid being
relatively less affected by the pandemic’s impact on jobs and incomes

Pulsar 125 has helped the company gain 12% market share in the segment to 19% over the past 12
months. For BAL, >125 cc products now form 60% of overall 2-W sales

In FY21, the company’s market share in small 3-W was at >80%, while that in large 3-W was at ~48%. It
also improved market share in cargo 3-W by 6% to ~34%

Input costs have grown ~6-7% over the past two quarters, with the company undertaking ~3.5% blended
price hikes to combat it in that time. BAL is hopeful of covering another ~2% of the cost increase via price
hikes, going ahead

Other expenses as a proportion of sales are seen reverting to previous levels in coming times. However,
general outlook on blended margins is constructive, with better product mix (aided by 3-W rebound),
likely rupee depreciation and reinstatement of some export incentives being among the levers

BAL said that general wisdom suggests inflection point for EVs will arrive in ~three to five years time
frame, with lowering of battery costs holding the key for the transition. It continues to work on its electric
3-W prototype but at present believes the segment is not offering a compelling solution from TCO
perspective

BAL hopes to expand Chetak footprint from June onwards once vendor ecosystem is ready to supply in
scale. It can achieve 1,000 units per month run rate comfortably

The company is falling short of servicing KTM export demand by ~15% due to ongoing semiconductor
shortages

BAL will introduce new product 2-W platforms and model variants over the next six months

Exports and spares sales for Q4FY21 were at ¥ 3,991 crore and % 1,089 crore, respectively, with US$
conversion rate for the quarter at<¥ 72.9

ICICI Securities | Retail Research 3
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Financial story in charts

Exhibit 4: Total operating income trend
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Source: Company, ICICI Direct Research

Exhibit 5: EBITDA trend and margin profile
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Exhibit 6: Profitability trend
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We expect total operating income to grow at 22.2%
CAGR over FY21P-23E. It includes volume growth
CAGR of 15.9% over the aforesaid period

EBITDA margins are seen correcting to 16.4% in
FY22E and thereafter improving to 17% by FYZ3E on
the back of expected improvement in product mix as
well as improved model mix within 2-W

PAT is seen growing at 15.5% CAGR over FY21E-23F
to < 6,077 crore in FYZ3F
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Exhibit 7: Segment-wise, model-wise FY21 sales at BAL

Particulars Domestic Exports Total Sales mix % Domestic market share %
FY20 Y21 YoY % FY20 Y21 YoY % FY20 Y21 YoY % FY20 Y21 FY20 Y21
Motorcycles 20,78136  18,07,980 (13.0) 1869220  17,96,518 (3.9) 394735  36,04,498 8.7) 85.5 9.7 185 18.0
75-110¢cc 10,79,432 7,34,112 (31.9)  11,38,965 10,19,327 (10.5)  22,18,397 17,54,039 (20.9) 48.1 44.1
Boxer - - NA 920322 874800 49 920322 874800 49
cr 480208 283027 (A1 148775 74,197 (50.1) 628979 357224 43.2)

Discover 20,991 - (100.0) 27,867 36,360 30.5 48,658 36,360 (25.6)
Platina 578237 451,685 21.9) 42,001 33970 (19.1 620238 485,655 (21.7)

110-125 cc 1,94,756 4,711,403 142.0 2,71,8% 2,48,558 (10.6) 4,72,650 7,19,961 52.3 10.2 18.1
Boxer - - NA 17,468 33310 907 17,468 33310 %7
cr - NA 106,485 61,032 (427) 106485 61,02 427
Discover 8504 - (1000) 110555 95,258 (138 119059 95,258 120.0)
Husqvama - - NA - 2394 NA - 2394 NA
KM 26,567 19980 (24.8) 9135 11,991 313 35,702 31,971 (10.5)
Platina - - NA 3807 3572 (62) 3807 3572 (6.2)
Pulsar 1,59685 451,423 1827 30444 41,001 M7 190129 492424 159.0

125-150 cc 5,04,010 3,39,713 (32.6)  2,59,396 2,92,368 12.7 7,63,406 6,32,141 (17.2) 16.5 15.9
Boxer - - NA 1,55,661 172,074 105 1,55,661 172,074 105
CT150 - - NA - 1872 NA - 1872 NA
Pulsar 504010 339773 (326) 103735 118422 142 607,745 458195 (24.6)

150-200 cc 1,85,320 1,55,889 (15.9)  1,32,358 1,51,340 14.3 317,618 3,07,229 (3.3) 6.9 11
Avenger 43149 34,523 (17.7) 408 259 536.3 43557 38119 (125)
Husqvama - - NA 126 1,658 12159 126 1,658 12159
K 24149 2,167 (82 11542 16,538 433 35,691 38 705 84
Pulsar 118022 98199 (168 120262 130548 85 238304 228747 (4.0

200-250 cc 98,158 90,757 (1.5) 28,839 34,085 18.2 1,26,997 1,24,842 (1.7) 28 3.1
Avenger 15,704 9921 (36.8) 2764 2208 20.1) 18,468 12129 (34.3)
Dominar 863 9843 1,040.6 - 8499 NA 863 18342 20254
Husqvama 573 6170 976.8 338 2112 5249 an 8262 809.1
K 6709 8240 28 4453 7123 600 1,162 15,363 376

Pulsar 74,309 56,583 (23.9) 21,284 14,143 (33.6) 95,593 70726 (26.0)

350-500 cc 16,362 15,446 (56 31767 50,840 600 48129 66,286 37 10 11
Dominar 10,400 8,816 (152 11,189 12,824 M6 w9 2,60 02
Husqvama . . WA 1,318 6,758 4127 1318 6758 4127
K 5,962 6,630 12 1920 31,28 623 %22 37888 502
500-800 cc % . 100.0) 1 . 100.0) % . (100.0) 00
K 9 . (100.0) 1 . (100.0) 99 . (100.0)
Electric Chetak n2 1,39 558.0 . . NA Mm 1,395 558.0 0.0 0.0 14 56.8
Total 240 078308 18,0937 (129 1869220 17,9518 (39) 3947568  35,05,803 87) 8.5 %038 119 120
Passenger 3-W 3,35,212 81,618 (157 294114 25095 (147) 62936 332572 (41.2) 136 84 638 609
Maxima w349 67 12782 3990 (687) 104505 35485 (66.0)
RE 243439 80128 (794 281382 246964 (122) 524821 297,087 (43.4)
Goods 3W 0103 27,68 (.0) 2,088 3,26 5.5 32,191 30,932 (39) 07 03 200 137
Maxima 0103 276% (80) 2088 326 55 w9 9% (39
Quadricycle 92 1) (1013 5,185 3,529 (31.9) 6,127 3517 (42.6) 01 0.1 1000 1000
Qute w2 (g (1013 5185 3529 (31.9 6127 3517 (426)
Total 3W 366,257 10029 (102 301387 25,19 (145 66164 367,021 45.0) 145 92 51.3 506
Total sales UME05  19,18,667 (215 2170607 2054247 (54) 4615212 3972014 (13.9) 1000 1000

Source: SIAM, ICICI Direct Research

ICICI Securities | Retail Research 5
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Exhibit 8: Valuation Summary

: Sales Growth EPS  Growth PE  EV/EBITDA  RoNW RoCE

Rer) (%) ®) (%) (x) (x) (%) (%)
FY19 30,250.0 202 1616 149 237 185 19.9 21.1
FY20 29,918.6 (1.1) 1762 9.1 21.8 18.4 25.6 23.9
FY21P 27,7411 1.3 1574 107 244 18.1 18.1 18.2
FY22E  36,763.8 325 1835 166 20.9 14.8 20.6 21.9
FY23E  41,429.0 127 2100 145  18.3 12.7 23.1 25.2

Source: Company, ICICI Direct Research

Exhibit 9: SOTP valuation

SOTP Valuation i Per share () Remark
value

Core Business
FY23E EPS (%) 210.0
. ~1.4x PEG to 15.5% earnings
Muitiple (x) 21.0 CAGR over FY21-23E
Value per share (%) 4,410
Stake in KTM (48%)
KTM value derived back to Bajaj (Z crore) 2562 —2x_of Invested  Capital
(Z 1220 crore)
Value per share 90
Total Value per Share (%) 4,500

Source: ICICI Direct Research

Exhibit 10: Shareholding pattern

Mar-20 Jun-20 Sep-20 Dec-20 Mar-21

Promoters 53.7 53.7 53.7 53.7 53.7
Fll 13.9 13.7 13.6 13.1 12.0
Dil 8.8 9.1 10.4 9.1 12.3
Others 23.6 23.5 22.3 24.1 22.0

Source: Company, ICICI Direct Research

Exhibit 11: Bajaj Auto currently trades at ~18.3x on its core FY23E EPS
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Financial Summary

ICICI Direct Research

Exhibit 12: Profit and loss statement g crore Exhibit 13: Cash flow statement g crore

(Year-end March)

Total operating Income
Growth (%)

Raw Material Expenses
Employee Expenses
Other expenses

Total Operating Expenditure
EBITDA

Growth (%)
Depreciation

Interest

Other Income

PBT

Total Tax

PAT

Growth (%)

EPS (%)

FY20
29918.6
-1.1
21,008.3
1,389.2
2,454.9
24,822.4
5096.2
2.3
246.4
3.2
1,733.6
6,580.2
1,480.2
5100.0
9.1
176.2

FY21P
277411
-1.3
19,609.7
1,286.0
1,929.3
22,812.7
4928.5
-3.3
259.3
6.6
1,276.5
5,939.1
1,384.4
4554.7
-10.7
157.4

FY22E
36763.8
32.5
26,731.6
1,389.7
2,633.4
30,729.8
6034.0
22.4
215.7
0.0
1,181.1
6,939.4
1,630.8
5308.6
16.6
183.5

FY23E
41429.0
12.7
29,826.3
1,543.1
3,034.0
34,376.0
7053.0
16.9
298.3
0.0
1,188.8
7,943.5
1,866.7
6076.8
14.5
210.0

Source: Company, ICICI Direct Research

(Year-end March)

Profit after Tax

Add: Depreciation

Sub: Other Income

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

Add: Other Income

CF from investing activities
Inc/(dec) in loan funds
Dividend paid & dividend tax
Inc/(dec) in Sec. premium
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY20
5,100.0
246.4
1,733.6
1,054.4
-569.6
4050.1
973.7
-193.7
-216.8
1,733.6
2296.7
0.0
-4,166.9
0.0
-2,790.7
-6957.6
-610.8
918.8
308.0

FY21P
4,554.7
259.3
1,276.5
-2,110.7
1,368.5
2823.3
-4,434.7
-181.0
19.6
1,276.5
-3319.6
0.0
-4,051.2
0.0
4,766.7
115.5
219.3
308.0
521.3

FY22E
5,308.6
215.7
1,181.1
-780.0
-42.7
3766.4
500.0
-515.0
-95.0
1,181.1
1071.1
0.0
-4,774.6
0.0
-14.0
-4788.6
48.8
527.3
576.1

FY23E
6,076.8
298.3
1,188.8
-812.1
594.3
5074.2
-100.0
-515.0
-95.0
1,188.8
478.8
0.0
-5,498.0
0.0
-14.0
-5512.0
41.0
576.1
617.1

Source: Company, ICICI Direct Research

Exhibit 14: Balance Sheet Z crore Exhibit 15: Key ratios

(Year-end March)
Liabilities

Equity Capital

Reserve and Surplus
Total Shareholders funds
Total Debt

Deferred Tax Liability
Other non-current liabilities
Total Liabilities
Assets

Gross Block

Less: Acc Depreciation
Net Block

Capital WIP

Total Fixed Assets
Investments

Inventory

Debtors

Loans and Advances
Other current assets
Cash

Total Current Assets
Creditors

Provisions

Other current liabilities
Total Current Liabilities
Net Current Assets
Deferred Tax asset
Application of Funds

FY20

289.4
19,636.1
19,925.5

346.4
0.8
20,520.1

4,090.9
2,435.0
1,655.9
46.5
1,702.5
18,196.3
1,063.5
1,725.1
6.1
714.3
308.0
3,817.0
3,199.7
158.0
347.3
4,253.3
(436.3)

20,520.1

FY21P

289.4

24,912.9
25,202.3
522.1
0.5
25,887.0

4,311.9
2,694.3
1,617.6
16.0
1,633.6
22,631.1
1,493.9
2,716.9
5.7
1,403.2
521.3
6,146.9
4,573.8
152.4
509.6
5,643.2
503.7

25,887.0

FY22E

289.4

25,432.9
25,722.3
522.1
0.5
26,417.0

4,521.9
2,970.0
1,557.9
300.0
1,857.9
22,181.1
1,510.8
3,021.7
1.6
1,859.6
576.1
6,975.8
4,532.5
151.0
675.3
5,786.3
1,189.5

26,417.0

FY23E

289.4

25,997.7
26,287.1
522.1
0.5
26,991.8

4,721.9
3,268.3
1,459.6
600.0
2,059.6
22,331.1
1,702.6
3,405.1
8.6
2,095.5
617.1
7,828.9
5,107.7
170.2
761.0
6,486.3
1,342.5

26,991.8

Source: Company, ICICI Direct Research
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(Year-end March) FY20 FY21P FY22E FY23E
Per share data ()
EPS 176.2 157.4 183.5 210.0
Cash EPS 184.8 166.4 193.0 220.3
BV 688.6 870.9 888.9 908.4
DPS 120.0 140.0 165.0 190.0
Cash Per Share 10.6 18.2 19.9 21.3
Operating Ratios (%)
EBITDA Margin 17.0 17.8 16.4 17.0
PBT / Net sales 16.2 16.8 15.7 16.3
PAT Margin 17.0 16.4 14.4 14.5
Inventory days 13.0 19.7 15.0 15.0
Debtor days 21.0 35.7 30.0 30.0
Creditor days 39.0 60.2 45.0 45.0
Return Ratios (%)
RoE 23.9 18.2 21.9 25.2
RoCE 25.6 18.1 20.6 23.1
RolC 164.1 123.4 128.8 147.0
Valuation Ratios (x)
Core P/E 21.8 24.4 20.9 18.3
EV / EBITDA 18.4 18.1 14.8 12.7
EV / Net Sales 3.1 3.2 2.4 2.2
Market Cap / Sales 3.7 4.0 3.0 2.7
Price to Book Value 5.6 4.4 4.3 4.2
Solvency Ratios
Current Ratio 0.9 1.1 1.2 1.2
Quick Ratio 0.7 0.8 0.9 0.9
Source: Company, ICICI Direct Research
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Exhibit 16: ICICI Direct coverage universe (Auto & Auto Ancillary)

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

(4] (%) Rating (X Cr) FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E
Apollo Tyre (APOTYR) 210 300 Buy 1333 35 137 206 602 154 102 7.0 6.1 44 11 80 113 54 74 102
Ashok Leyland (ASHLEY) 115 150 Buy 33662 -1.7 1.4 46 -669 826 253 1153 238 129 -36 6.1 164 -6.9 59 175

Bajaj Auto (BAAUTO) 3835 4500 BUY 1,10973 1574 1835 210.0 244 209 183 181 148 127 182 219 252 181 206 231
Balkrishna Ind. (BALIND) 1,760 2,100 Buy 34024 556 656 776 31.7 268 227 198 166 140 194 21.3 227 186 19.1 195

Bharat Forge (BHAFOR) 580 670 Hold 27,003 -52 11.8 191 NM 493 304 405 21.6 157 1.2 7.1 111 37 102 149
Eicher Motors (EICMOT) 2500 3,060 Hold 68150 487 733 942 514 341 265 340 235 185 117 153 167 120 158 175
Escorts (ESCORT) 1,125 1,500 Hold 13,790 628 657 778 17.9 17.1 145 11.2 108 87 168 146 149 147 135 139
Exide Industries (EXIIND) 175 225 Buy 14,875 8.0 99 109 161 131 11.8 111 9.0 80 129 147 150 102 11.6 118
Hero Moto (HERHON) 2,920 4,000 Buy 58312 139.1 169.9 2003 21.0 17.2 146 137 11.0 90 188 212 229 179 197 209
M&M (MAHMAH) 780 1,000 Buy 96970 108 36.0 448 721 21.7 174 149 134 109 9.6 96 114 7.7 1.1 125

Maruti Suzuki (MARUTI) 6,560 6,080 Reduce 198,164 140.0 1729 225.1 469 379 291 289 215 16.0 4.3 6.6 9.1 8.2 95 114
Minda Industries (MININD) 535 625 Buy 14,547 58 11.6 179 919 460 299 225 156 122 87 142 191 87 159 195
Motherson (MOTSUM) 220 225  Hold 69,475 2.5 6.7 81 NM 330 27.2 16.2 9.4 8.0 6.0 163 189 71161 174
Tata Motors (TATMOQT) 305 375 Buy 1,09,730 -50.8 231 326 NM 132 9.4 6.1 4.2 3.4 47 116 138 -41.3 158 182

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
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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 — 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 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 inconsistent with the recommendations expressed 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
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 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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