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Margins to bottom out amid soft RM price outlook... © 80000 60
Near normal economic activity, healthy retail sales (Q1FY23 averaging at 120
~92% of pre-Covid levels), robust demand in PV segment amid new 1,20,000 80
launches in the SUV domain, cut in excise duty on fuels (% 8/litre on petrol, g 40 &
% 6/litre on diesel) in May 2022 and plummeting key raw material prices ,,‘:’ 60,000
(mainly metals) towards the fag end of the quarter post their peak in April-
May 2022 were the key highlights for Q1FY23E. Total industry volumes in 0 T Ta W B0
Q1FY23 are expected to jump up ~10% QoQ led by the robust performance = =z & &
by the industry leader in the 2-W space with rest of the categories (PV, 3-W, 5 3 8 3 5
CV) witnessing de-growth QoQ. Building in conservative estimates & I Revenues EBITDA % PAT%
quarterly lag of RM costs impact, we build in ~50 bps gross margin decline
for our coverage companies in Q1FY23E. We expect our coverage universe Key players volume growth for Q1FY23 (%)
(ex-Tata Motors) to report 1.5% QoQ topline growth & ~10 bps QoQ margin
improvement to 12.2% with PAT expected to decline 9.7% QoQ primarily HMCL
tracking exceptional gains in Q4FY22 (Ashok Leyland, Bajaj Auto). However,
on a YoY basis, operational performance is likely to be robust at high double BAL
digit growth due to Covid impacted lower sales in the base year.
M&M, Maruti Suzuki to outperform OEM peers Marti
On OEM front, in the 2-W space, Hero MotoCorp handsomely outperformed TML (standalone)
its peers with volumes up 16.9% QoQ while RE posted flat QoQ performance
and Baja Auto reporting 4.4% QoQ decline in total volumes (2-W+3-W) M&M (auto)
tracking chip shortage. In the PV domain, Maruti Suzuki recorded 4.3% QoQ
decline in volumes to 4.7 lakh units amid impending new Brezza launch while M&M (tractors)

Tata Motors’ (TML) standalone volumes (PV+CV) de-grew 5% to ~2.3 lakh
units. M&M'’s automotive volumes were down 1.6% QoQ with tractor
volumes at 1.18 lakh units, up 62.6% QoQ (seasonality impact). Volumes at
Ashok Leyland were down 18.6% QoQ 39,651 units. Our OEM universe (ex-
Tata Motors) is seen posting 1.9% QoQ growth in sales & ~20 bps QoQ
expansion in margins to ~11.8%, primarily driven by outperformance in
operations at Mahindra & Mahindra (M&M) & Maruti Suzuki India.

Marginally muted show seen for ancillary pack Average commodity price movement (/kg)

Q1FY23 Q1FY22 YoY (%) Q4FY22 QoQ (%)

ALL -18.6

Eicher- RE

Escorts (tractors)
HQoQ

Steady demand prospects amid elevated input prices to cause auto Steel (CRC) 77 65 175 7 36
ancillaries like Apollo Tyres post muted performance for Q1FY23. Bharat Aluminium 251 19 278 267 6.2
Forge is expected to post a healthy performance amid steady volume prints Rubber 174 168 33 166 4.7
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across CV, PV domains and better outlook for its industrials space (including Plastics 153 141 85 141 8.5

Oil & Gas segment). Balkrishna Industries & Minda Industries are expected

to report a stable QoQ performance. The ancillary pack is seen posting

~1.3% QoQ sales de-growth with margins down ~80 bps to 14.4%. DL WIS R T
USD/INR 773 738 47 752 2.1

Exhibit 1: Estimates for Q1FY23E (% crore) EUR/INR 82.2  88.6 12 844 26

Revenue Change (%) EBITDA Change (%) PAT Change (%) GBP/INR 97.0 1028 57 1009 -39
Q1FY23E  YoY 0QoQ Q1FY23E YoY Qo0 Q1FY23E YoY Qo0 JPY/INR 0.6 0.7 -4 0.6 8.0
Apollo Tyres 5390 17.6  (3.4) 538 (5.1) (14.1) 70 (45.2) (38.3) .
Top Picks
Ashok Leyland 6,976 136.4 (20.2) 457 LP  (41.1) 161 LP (82.1)
Bajaj Auto 1,525 1.9 (5.6) 1,204 75 (11.8) 1,120 5.6 (23.7) . .
. Mahindra & Mahindra
Balkrishna Ind. 2,462 358 3.7 501 (22) 04 330 (0.5) (11.8) . .
Maruti Suzuki
Bharat Forge 1,666 21.4 (0.5) 417 6.6 (3.3) 243 46.0 (7.1)
Eicher Motors 3,286 66.4 2.9 745 1054  (1.5) 601 153.4  (1.5)
Escorts 2,062 23.4 10.8 258 10.5 5.9 218 25.0 12.7 Research Analyst
Hero MotoCorp 8,852 61.3 19.3 1,095 112.7 32.3 794 117.2  26.5 Shashank Kanodia, CFA
M&M 19,677 67.3 149 2,477 51.8 273 1,658 93.7 283 shashank.kanodia@icicisecurities.com
Maruti Suzuki 24,847 479  (2.6) 2,397 1920 (1.2) 1,752 297.5 (4.7)
Minda Industries 2,371 479 (1.8) 261 77.8  (5.3) 120 675.9 (17.1) Raghvendra Goyal
Tata Motors 71,944 9.8 (7.6) 8236 12.8 (28.3) (1,772 60.2 (71.6) raghvendra.goyal@icicisecurities.com

Total (ex-Tamo) 85,113.2  48.3 1.5 10,351.6 68.0 1.7 7,066.6 102.3 (9.7)
Source: Company, ICICI Direct Research, LP = Loss to Profit, PL = Profit to Loss, NM = Not meaningful/absurd
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Exhibit 2: Company Specific view - OEMs

Company

Ashok Leyland
(ALL)

Bajaj Auto (BAL)

Eicher Motors
(EML)

Escorts (ESC)

Hero MotoCorp
(HMCL)

M&M

Maruti Suzuki
(MSIL)

Tata Motors
(TML)

Remarks

ALL is expected to report a muted performance in Q1FY23 amid 19% sequential
decline in volumes for the quarter at 39,651 units. M&HCV: LCV ratio for the quarter
was at 63:37 vs. 66:34 in Q4FY22. With 2% QoQ decline in ASPs at ¥ 17.6 lakh/unit,
net sales at ALL are seen at ¥ 6,976 crore (down 20.2% QoQ). With negative
operating leverage at play & marginal rise in input cost, EBITDA & EBITDA margins for
the quarter are seen at T 457 crore, 6.6% (down 230 bps QoQ). Consequently PAT is
seen at 161 crore vs. T 901 crore in Q4FY22 (included exceptional gains as well)

BAL is expected to report a muted performance amid marginal QoQ decline in
volumes and rise in input costs. For Q1FY23, BAL reported total sales volume of 9.3
lakh units, down 4.4% QoQ with exports share in volumes pegged at 62% vs. 60% in
Q4FY22. The 3-W share in volume mix is down ~300 bps QoQ to 9%. Consequently,
with ~1.0% QoQ decline in ASPs at ¥ 78,255/unit, we expect net sales at ¥ 7,525
crore, down 5.6% QoQ. EBITDA in Q1FY23 is expected at T 1,204 crore with EBITDA
margins at 16.0%, down 110 bps QoQ. Consequent PAT for the quarter is expected at
% 1,120 crore, down 23.7% QoQ (included exceptional gains amounting to ¥ 315 crore)

EML is expected to report a steady operational performance in Q1FY23. Royal Enfield
(RE) volumes for the quarter were at 1.9 lakh units, up 1% QoQ with sustained
product mix (share of >350 cc segment bikes at 17%, flat QoQ). Consequent
consolidated net sales for Q1FY23 are expected at T 3,286 crore, up 2.9% QoQ amid
~2% rise in ASPs at ¥ 1.73 lakh/unit. EBITDA in Q1FY23 is expected at ¥ 745 crore
with EBITDA margins at 22.7%, down 100 bps QoQ. Consolidated PAT for Q1FY23 is
expected at ¥ 601 crore, down 1.5% QoQ. VECV share of profits in Q1FY23 is
expected at T 41.5 crore (CV volumes down 13% QoQ at ~17,500 units)

Escorts is expected to report a healthy performance in Q1FY23. Total tractor sales for
the quarter came in at 26,797 units (up 22% QoQ) while construction equipment
volumes were at 966 units (down 25% QoQ). Ensuing net sales for Q1FY23 are
expected at T 2,062 crore, up 10.8% QoQ. EBITDA in Q1FY23 is expected at T 258
crore with corresponding EBITDA margins at 12.5%, down 60 bps QoQ, tracking
marginally higher raw material costs. Consequent PAT in Q1FY23 is expected at T 218
crore, up 12.7% QoQ

HMCL is expected to report a healthy performance in Q1FY23 with total 2-W sales
volumes increasing 17% QoQ to 13.9 lakh units. With ASPs expected to increase
2.0% QoQ to T 63,675/unit, we expect net sales to increase 19.3% QoQ to ¥ 8,852
crore. EBITDA for Q1FY23 is expected at % 1,095 crore with EBITDA margins at 12.4%,
up 120 bps QoQ. Margin decline in gross margins is made good by operating leverage
benefits at play. Consequent PAT in Q1FY23 is expected at ¥ 794 crore, up 26.5%
QoQ. Key monitorables would be management commentary on captive 2-W EV launch

M&M is expected to report a healthy performance in Q1FY23 and outperform its peers
in the OEM pack. Total tractor sales volumes for the quarter were at 1.19 lakh units,
up 62.6% QoQ (seasonality impact) while automotive volumes were nearly flat QoQ at
1.53 lakh units. Consequent net sales for Q1FY23 are seen up 14.9% QoQ to X 19,677
crore with automotive ASPs seen at ~% 7.9 lakh/unit (up 2.0% QoQ) and tractor ASPs
seen at ¥ 6 lakh/unit (up 1.0% QoQ). Standalone EBITDA for Q1FY23 is expected at %
2,477 crore with EBITDA margins at 12.6%, up 120 bps QoQ. This is also driven by
higher share of margin accretive tractor sales volume in the overall sales mix, which
for the quarter was at ~44% vs. ~32% in Q4FY22. Standalone PAT for Q1FY22 is
seen at ¥ 1,658 crore, up 28.3% QoQ

MSIL is expected to report a steady performance in Q1FY23. Net sales for the quarter
is expected at ¥ 24,847 crore, down 2.6% QoQ amid 4.3% QoQ de-growth in volumes
at 4.7 lakh units & 1.7% QoQ rise in ASPs to ¥ 5.3 lakh/unit. Product mix for Q1FY23
improved with share of UVs in total volumes at 17.3% vs.15.7% in Q4FY22. EBITDA
for the quarter is expected at T 2,397 crore with EBITDA margins at 9.2%, up 10 bps
QoQ. We expect MSIL to benefit from ~8% appreciation of the rupee against
Japanese Yen. Consequent, PAT is expected at T 1,752 crore, down 4.7% QoQ

TML is expected to report a muted performance in Q1FY23 primarily tracking subdued
show at JLR amidst Covid led lockdowns in china, partially guided by the
management in the last conference call. Total sales volume at Indian operations were
at 2.3 lakh units, down 5% QoQ with JLR sales volume anticipated at 0.82 lakh units,
down 8.6% QoQ. On a consolidated basis for Q1FY23, we expect TML to report net
sales of T 71,944 crore, down 7.6% QoQ. EBITDA in Q1FY23 is expected at T 8,236
crore with corresponding EBITDA margins at 11.4%, down 330 bps QoQ. JLR’s EBITDA
margins are expected at 10.5%. At PAT level, we expect the company to report loss
of ¥ 1,772 crore in Q1FY23 vs. loss of ¥ 1,033 crore clocked in Q4FY22

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

Company

Minda Industries
(MIL)

Apollo Tyres
(ATL)

Bharat Forge
(BFL)

Balkrishna
Industries (BIL)

Remarks

MIL is expected to report a stable performance in Q1FY23 largely tracking the volume
readings in the 2-W & PV domain i.e. its key user industries and penchant to grow
ahead of industry. Net sales on a consolidated basis is expected at ¥ 2,371 crore,
down 1.8% QoQ. EBITDA for the quarter is expected at ¥ 261 crore with corresponding
EBITDA margins at 11%, down 40 bps QoQ largely effected by gross margin decline.
PAT for Q1FY23 is expected at ¥ 120 crore, down 17% QoQ

ATL is expected to report a muted performance in Q1FY23 tracking steady demand
prospects across Indian & European markets and increase in RM prices (natural
rubber as well as crude derivatives). Standalone sales for the quarter are seen at3
3,950 crore, flat QoQ with EBITDA margins at 8.2% (down 120 bps QoQ). On a
consolidated basis, net sales is expected at ¥ 5,390 crore, down 3.4% QoQ. EBITDA
in Q1FY23 is expected at ¥ 538 crore with EBITDA margins at 10.0%, down 120 bps
QoQ. Ensuing PAT for the quarter is expected at ¥ 70 crore, down 38.3% QoQ

BFL is expected to report a steady operating performance in Q1FY23 largely tracking
stable demand prospects across domestic and export markets including oil & gas and
industrials space. On a standalone basis, we expect the company to report net sales
of ¥ 1,666 crore, down 1% QoQ. EBITDA for Q1FY23 is seen at ¥ 417 crore with
corresponding EBITDA margins at 25%, down 80 bps QoQ. Standalone PAT is
expected at ¥ 243.3 crore, down 7% QoQ

BIL is expected to report a healthy performance in Q1FY23. With new capacity in
place, total tyre tonnage in Q1FY23 is expected at 75,469 tonne, up 10% YoY but
down 2% QoQ. Consequent net sales is expected at T 2,462 crore, up 3.7% QoQ amid
depreciation of the rupee against US$. EBITDA in Q1FY23 is expected at T 501 crore
with corresponding EBITDA margins at 20.4%, down 60 bps QoQ. Ensuing PAT for
Q1FY23 is expected at T 330 crore, down 11.8% QoQ. (aided by lower other income)

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research
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MSIL volume performance (‘000 units) HMCL volume performance (‘000 units)
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BAL volume performance (‘000 units)
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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 (%)

(}) (%) Rating (X Cr) FY22P FY23E FY24E FY22P FY23E FY24E FY22P FY23E FY24E FY22P FY23E FY24E FY22P FY23E FY24E
Apollo Tyre (APOTYR) 186 230  Buy 11,818 101 127 194 185 146 96 6.4 55 42 6.3 7.3 103 5.4 6.6 9.4
Ashok Leyland (ASHLEY) 145 160  Buy 42,370 1.8 2.1 46 784 703 313 433 245 152 2.1 85 110 0.2 19 162
Bajaj Auto (BAAUTO) 3,678 3,950 Hod 106430 1734 1834 2041 212 201 180 158 141 125 184 199 216 176 191 205
Balkrishna Ind. (BALIND) 2,203 2475  Buy 42590 730 814 1032 302 271 214 224 182 142 159 180 217 204 194 207
Bharat Forge (BHAFOR) 658 840  Buy 30614 231 239 300 284 275 219 167 147 123 96 107 126 152 151 16.8
Eicher Motors (EICMOT) 2809 2480 Hold 76,774 613 876 107.2 458 321 262 315 224 182 133 173 187 133 169 182
Escorts Kubota (ESCORT) 1,497 1,840  Hold 19,751 558 701 822 268 214 182 157 128 104 104 109 115 93 106 112
Hero Moto (HERHON) 2,736 2495 Hold 54638 1238 1561 1763 221 175 155 138 108 95 163 207 222 157 187 199
M&M (MAHMAH) 1,083 1,315  Buy 1234651 413 476 597 262 228 181 184 150 121 93 113 135 131 131 147
Maruti Suzuki (MARUTI) 8,360 9,630  Buy 252525 1247 2327 3210 670 359 260 372 215 156 51 108 141 70 119 147
Minda Industries (MININD) 972 1050 Buwy 27,749 125 191 250 780 508 389 320 247 200 102 131 159 103 139 156
Tata Motors (TATMOT) 412 500 Buy 157,870 -29.9 1.7 211 -138 2463 196 6.9 56 4.1 48 81 137 -234 13 140

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 5
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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%
jﬂlC’Clzmr-(‘[ com/| ‘1 ‘
I»-lllnunlllo’l;:)ulhnll!hpl | BHOE(ER ‘
| ICICI Securities Ltd. |[F 755 akmins ) ‘
Analyst Award 2012 L;
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

|/We, Shashank Kanodia, CFA, MBA (Capital Markets) & Raghvendra Goyal, 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 businesses may make investment 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 exp d 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 I the ir 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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past
twelve months.

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.
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Comp ion of our R lysts 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 actual/ beneficial ownership of one percent or more or other material
conflict of interest 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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