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Domestic performance resilient, recovery timeline of exports remains uncertain

Recommendation
ACCUMULATE

Sector
Automobile

Market Cap (INR Mn)
12,43,088

Result highlights

* For Q4FY23, Bajaj Auto reported Operating revenue of INR 89,292 mn (+12.0% YoY/ -4.2% QoQ). The underlying volumes for Q4FY23
were lower by 12.0% YoY/ 12.6% QoQ. ASP increased by 27.3% YoY/ 9.5% QoQ. Despite the YoY drop in volumes, revenue growth was
supported by favourable FX realization, judicious price hikes, and a better product mix.

* Consolidated EBITDA was INR 16,572 mn (+21.8% YoY/ -5.7% QoQ). EBITDA margin improved by 150 bps YoY but declined by 30 bps

QoQ to 18.6%.

* Bajaj Auto has started reporting Share of associates only on a half-yearly basis, leading to non-comparability of Net Profit on a QoQ
and YoY basis. Reported PAT for Q4FY23 was INR 17,047 mn (+11.7% YoY/ +15.8% QoQ). Adjusting for exceptional items, Adj. PAT
growth was 40.8% YoY/ 15.8% QoQ, which is still influenced by the difference in reporting of share of associates. For FY23, Adj. PAT
was INR 60,602 mn, which is a growth of 13.3% YoY.

MARKET DATA

KEY FINANCIALS

Market data as of 27th April 2023, 2.55 pm

SHARE PRICE PERFORMANCE

Shares O/S (Mn) 283

Mkt Cap (INR Mn) 12,43,088 Revenue 2,77,411 3,31,447 3,64,554 4,38,049 4,77,597
EBITDA 49,247 52,499 64,505 81,073 88,399

52 Wk HIL (INR) 4724/3,865 PAT 48,570 61,659 60,602 73,102 79,169

Volume Avg (3m K) 406 EPS (INR) 167.8 213.1 214.2 258.3 279.8

Face Value (INR) 10 EBITDA Margin 17.8% 15.8% 17.7% 18.5% 18.5%

Bloomberg Code BJAUT IN NPM 17.5% 18.6% 16.6% 16.7% 16.6%

Source: Company, KRChoksey Research

Strong domestic growth partly mitigates volume pressure coming from exports: For
Q4FY23, Bajaj Auto reported Operating revenue of INR 89,292 mn (+12.0% YoY/ -4.2% QoQ).
The underlying volumes for Q4FY23 were lower by 12.0% YoY/ 12.6% QoQ. Total domestic
volumes (2W+3W) grew by 32.3% YoY/ -5.4% QoQ. Total export volumes (2W+3W) declined
by 41.3% YoY/ 21.5% QoQ). Despite the YoY drop in volumes, revenue growth was supported
by favourable FX realization, judicious price hikes, and a better product mix. Portfolio ASP
increased by 27.3% YoY/ 9.5% QoQ. For FY23, Operating revenue grew by 10.0% YoY to INR
3,64,554 mn with a volume decline of 8.8% YoY and ASP growth of 20.8% YoY. In a year
(FY23) impacted by supply chain disruptions and a sharp decline in exports, BJAUT had a
record-breaking performance in terms of highest-ever Revenue, EBITDA, and PAT.

Product mix improved QoQ, while pricing and input costs were flattish: For Q4FY23,
absolute EBITDA was INR 16,572 mn (+21.8% YoY/ -5.7% QoQ). Consolidated EBITDA margin
improved by 150 bps YoY but declined by 30 bps QoQ to 18.6%. Gross margin for the quarter
improved by 174 bps YoY/ 54 bps QoQ. In Q4FY23, BJAUT has seen an increase in prices for
commodities like aluminium, copper, nickel and some noble metals, offset by softening in
electrical, rubber, polypropylene, and foam, petroleum-linked products. Pricing and
material costs were flattish QoQ on a standalone basis, while the product mix improved.
For FY23, EBITDA improved by 22.9% YoY to INR 64,505 mn while EBITDA margin improved
by 185 bps YoY to 17.7%.

Outlook on commodities, pricing, and margins: Going ahead, the commodity cycle seems
to be turning now and inflation could increase, especially in steel. BJAUT has taken a price
hike from 15t April to mitigate the commodity inflation and costs from regulatory changes
(OBD2). The price hike mitigated about 2/3™ of the inflation impact of 1.5%. Going forward,
margins could remain stable as inflation and some deterioration in the product mix could
be offset by operating leverage from higher volumes as exports improve.
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Key Concall Highlights:

Exports: (1) For Q4FY23, exports further deteriorated sequentially due to a near standstill in Nigeria because of election-related
unrest and demonetization. (2) The situation in Nigeria worsened in February but has seen MoM improvement in March and April
2023. Retail sales have seen some bounced back. (3) Other export markets ex. Nigeria had slightly better retail QoQ. (4) Over the
last 15 months, BJAUT’s exports have trailed retail sales to minimize inventory exposure of channel partners. As retail demand
improves, BJAUT will have to eventually build back the inventory levels. (5) BJAUT has maintained market shares in key countries.
(6) Despite devaluation in some local currencies of export markets, BJAUT did not take price cuts, but maintained its EBITDA profile
by passing on cost increases. (7) The availability of USD remains the biggest concern and deciding factor for exports going ahead.
Domestic 2W: (1) The industry has shown true growth in the last 2 quarters, driven by the 125 cc+ segment while the sub-100 cc
segment was only marginally positive. BJAUT expects the trend to continue and the industry to grow by 6.0% to 8.0% YoY over the
next few quarters. (2) BJAUT has a strong proposition in the growing 125cc+ segment, with a portfolio of 20 models with a few
more in the pipeline. The segment now forms 60.0% of BJAUT’s total domestic sales, an increase from 50.0% 3 years ago. (3) Pulsar
market share in 150 cc to 250 cc category has increased back up to 50.0%+. (4) KTM achieved the highest-ever sales in FY23, with a
higher share of higher cc bikes (250cc+). (5) The new lineup of bikes in partnership with Triumph will be launched globally on 27t
June 2023. (6) In FY23, Pulsar, Dominar, and KTM all recorded lifetime high revenue.

Domestic 3W: (1) BJAUT’s 3W sales have recovered to 109.0% of pre-covid levels vs. 45% for the industry. (2) BJAUT reached an all-
time high market share of 78.0% in March 2023.

EV: (1) BJAUT’s EV supply chain has been restructured, which ensures the availability of 10,000 units of Chetak per month from June
2023 along with lower costs. (2) The price cuts undertaken in Chetak have led to retail increasing from ~3,000 to ~5,500 levels with
bookings increasing to 8,000 units. (3) BJAUT will launch an upgrade to Chetak in the next few weeks. (4) By H1FY24, BJAUT plans
to increase the footprint of Chetak stores to 120 cities from 88 cities currently. (5) BJAUT has completed testing of E-3W and plans
to do a limited launch of passenger and cargo vehicles by the end of this month. BJAUT will do a limited launch for the first 3-4
months in order to observe the market, and then scale up city by city. BJAUT will specifically focus on markets in the North and
Northeast where there are no ICE 3W permits. (6) BJAUT commenced supplies of bikes for Yulu with the launch of 3 products
targeting the personal, commercial, and delivery segments.

Other highlights: (1) The Board recommended a final dividend of INR 140 per share. (2) If the FAME subsidy is removed, the industry
will consolidate in favour of the stronger players and the market may shrink initially as customers will have to pay a higher upfront
payment.

Valuation and view

BJAUT is seeing strong performance in domestic 2W and 3W segments. The strong growth bias towards 125cc+ 2W is helping the
margin profile along with the higher sales of domestic 3W. The strength of domestic business has cushioned the numbers from the
severe reduction in export volumes. We continue to like the diversification benefits that come with BJAUT. The scale-up in EV 2W
and the foray in EV 3W, in addition to the commencement of Triumph sales, are some of the things to look out for in FY24E.
However, we think uncertainties in the form of export volumes will take longer to resolve as they are linked to the macro
environment in BJAUT’s target export markets and the availability of USD for trade. While eventual volume increase will lead to
operating leverage, the gains could possibly be offset by adverse product mix and material inflation coming back. Since the Q3FY23
results, the stock price of BJAUT has rallied by ~11%. We have made minor changes to our Revenue/ PAT estimates for FY24E-25E. We
assign a P/E multiple of 17.0x on FY25E EPS of INR 279.8 to arrive at a target price of INR 4,756/share (INR 4,564/share previously);
implying an upside potential of 8.2% from the CMP. Considering the uncertainty of the timing of exports recovery, possible
stagnancy of margins, and the run-up in share price, we reduce our recommendation to “ACCUMULATE” from the “BUY” rating
on the shares of Bajaj Auto.
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Source: Company, KRChoksey Research
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Particulars (Mn) Q3FY23 Q4FY22

No. Of. Vehicles Sold 8,59,728 9,83,471 9,76,651 -12.6% -12.0% 39,27,857 43,08,433 -8.8%
Net Sales 86,610 90,506 77,281 -4.3% 12.1% 3,53,915 3,21,360 10.1%
Other operating income 2,682 2,680 2,467 0.1% 8.7% 10,639 10,087 5.5%
Net Operating Income 89,292 93,185 79,748 -4.2% 12.0% 3,64,554 3,31,447 10.0%
Other income 2,635 2,705 2,888 -2.6% -8.8% 11,875 12,841 -7.5%
Total revenue 91,927 95,891 82,637 -4.1% 11.2% 3,76,429 3,44,289 9.3%
Total Expenditure 72,720 75,613 66,142 -3.8% 9.9% 3,00,049 2,78,948 7.6%
Cost of raw materials 58,676 58,295 53,267 0.7% 10.2% 2,40,731 2,21,699 8.6%
Purchase of traded goods 6,229 5,676 5,583 9.7% 11.6% 21,485 19,720 8.9%
Change in inventory -2,234 1,931 -1,493 -215.7% 49.6% -1,003 1,880 -153.4%
COGS 62,671 65,903 57,357 -4.9% 9.3% 2,61,213 2,43,298 7.4%
Employee costs 3,795 3,616 3,068 5.0% 23.7% 14,845 13,628 8.9%
Other expenses 6,378 6,160 5,739 3.5% 11.1% 24,270 22,155 9.5%
Capitalized expenses -125 -66 -23 88.9% 436.6% -278 -133 109.0%
EBITDA 16,572 17,573 13,607 -5.7% 21.8% 64,505 52,499 22.9%
EBITDA Margin (%) 18.6% 18.9% 17.1% -30 bps 150 bps 17.7% 15.8% 185 bps
Depreciation 760 748 698 1.6% 8.8% 2,859 2,698 6.0%
EBIT 15,812 16,825 12,909 -6.0% 22.5% 61,647 49,802 23.8%
EBIT Margin (%) 17.7% 18.1% 16.2% -35 bps 152 bps 16.9% 15.0% 188 bps
Interest 158 85 29 86.0% 447.6% 395 87 356.2%
:?;ngtz:e share of 18,290 19,445 15,768 -5.9% 16.0% 73,127 62,556 16.9%
Exceptional items ¢} [¢} -3,153 NA NA ¢} -8,165 NA
Share of profit of associates 3,312 (o] 621 NA 433.7% 5,293 5,795 -8.7%
Tax 4,554 4,718 4,280 -3.5% 6.4% 17,818 14,858 19.9%
PAT 17,047 14,727 15,261 15.8% 1.7% 60,602 61,659 1.7%
PAT Margin (%) 19.1% 15.8% 19.1% 329 bps -5 bps 16.6% 18.6% -198 bps
EPS (INR) 60.3 52.1 52.8 15.7% 14.2% 212.5 213.2 -0.3%
Adj. PAT 17,047 14,727 12,109 15.8% 40.8% 60,602 53,494 13.3%
Adj. PAT Margin (%) 19.1% 15.8% 15.2% 329 bps 391 bps 16.6% 16.1% 48 bps
Adj. EPS (INR) 60.3 52.1 41.9 15.7% 43.9% 212.5 185.0 14.9%
Source: Company, KRChoksey Research
Note: Share of profit of associates is accounted for on a half-yearly basis in Q2 and Q4.

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

Abhishek Agarwal, researchs@krchoksey.com, +91-22-6696 5575

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ

www.krchoksey.com



4 KRChoksey | tnstitutional

India Equity Institutional Research II_I[27th April 2023

Page 5
Bajaj Auto Ltd.
KEY FINANCIALS

INR Mn FY21 FY22 FY23 FY24E FY25E
Sales 2,71,329 3,21,360 3,53,915 4,25,290 4,63,687
Other operating revenue 6,082 10,087 10,639 12,759 13,911
Revenue from operations 2,77,411 3,31,447 3,64,554 4,38,049 4,77,597
Cost of sales 1,96,097 2,43,298 2,61,213 3,10,719 3,40,049
Gross profit 81,314 88,149 1,03,341 1,27,330 1,37,548
Employee benefit expense 12,881 13,628 14,845 16,156 17,793
Finance cost 67 87 395 244 256
Depreciation 2,594 2,698 2,859 3,339 3,771
Other expenses 19,309 22,155 24,270 30,261 31,515
Capitalized expenses -123 -133 -278 -160 -160
Total expenses 2,30,824 2,81,732 3,03,302 3,60,558 3,93,224
EBITDA 49,247 52,499 64,505 81,073 88,399
EBIT 46,653 49,802 61,647 77,734 84,629
Share of profit by associates 3,063 5,795 5,293 5,981 6,698
Other income 12,765 12,841 11,875 11,124 11,374
PBT before exp 62,414 68,352 78,420 94,595 1,02,445
Exceptional items 0 -8,165 0 o] (o]
PBT 62,414 76,517 78,420 94,595 1,02,445
Income tax expense 13,844 14,858 17,818 21,493 23,276
Net profit 48,570 61,659 60,602 73,102 79,169
EPS (INR) 167.8 213.1 214.2 258.3 280
Adj. Net Profit 48,570 53,494 60,602 73,102 79,169
Adj. EPS 167.8 184.9 214.2 258.3 279.8

Source: Company, KRChoksey Research
INR Mn FY21 FY22 FY23 FY24E FY25E
Cash from operations activities 31,198 41,972 52,774 77,556 83,655
Cash from investing activities -28,679 -809 11,995 -12,447 -13,119
Cash from financing activities -195 -40,563 -71,807 -39,685 -48,461
Net inc/dec in cash equivalents 2,324 600 -7,038 25,424 22,075
Opening Balance cash 2,854 5,166 9,337 2,416 27,840
End Cash 5,166 9,337 2,416 27,840 49,915

Source: Company, KRChoksey Research
Key Ratio FY21 FY22 FY23 FY24E FY25E
EBITDA Margin (%) 17.8% 15.8% 17.7% 18.5% 18.5%
Tax rate (%) 22.2% 19.4% 22.7% 22.7% 22.7%
Net Profit Margin (%) 17.5% 18.6% 16.6% 16.7% 16.6%
ROE (%) 19.9% 21.6% 20.5% 23.6% 23.1%
RoCE (%) 17.1% 16.7% 21.0% 23.8% 23.6%
Current Ratio (x) 2.5X 2.2X 1.8x 2.2X 2.5X
EPS (INR per share) 167.8 213.1 214.2 258.3 279.8
Adj. P[E 26.2x 23.8x 20.5X 17.0X 15.7X

Source: Company, KRChoksey Research
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PPE
Capital WIP
Investment property

Intangible assets

Investments in associate of subsidiary

Financial assets

Income tax assets

Other non-current assets

Total non-current assets
Inventories
Investments

Trade receivables
Cash and cash eq
Other bank balances
Loans

Other financial assets
Other current assets
Total current assets
Total Assets

Equity share capital
Other equity

Total Equity

Sales tax deferral
Provisions

DTL

Govt grant

Other non current liabilities

Total non current liabilities

Trade payables

Other financial liabilities
Other current liabilities
Provisions

Govt grant

Current tax liabilities
Total current liabilities
Total Equity & liabilities

Source: Company, KRChoksey Research

‘ nstitutional

Result Update - Q4FY23

15,680
160
523
473

32,890

1,34,014
7,148
3,254

1,94,141

14,937

80,281

27,169

5,166
222
57

2,235

11,807

1,41,875

3,36,015
2,894

2,69,841

2,72,734
1,215

20
5,221
387
5

6,347

45,741

4,074

4,828

1,524
25
242
56,433
3,36,015

27t April 2023

17,596
772
511
253

40,638

1,76,672
7,492
3,522

2,47,456

12,305

49,691

15,164

9,337
244
42
5,963
10,911
1,03,656
3,51,112
2,894
2,95,703
2,98,597
1,228
13

4,027
360

3
5,631

36,322

3,970

4,788

1,538
27
242
46,885

3,51,112

27,615
853
500
307

48,840
1,67,535
8,125
1,085
2,54,861

15,636

45,814

17,524

2,416

4,489

36

4,734

5,856

96,504

3,51,365
2,830
2,90,786
2,93,615
1,242
12

3,452
334

2

5,042

41,212

4,641

4,926

1,665

27
237
52,707
3,51,364

31,723
853
500
307

48,840
1,67,535
8,937
1,194
2,59,890

18,599

50,814

21,057

27,840

4,489

36
4,734
5,856

1,33,424
3,93,314
2,830
3,24,274
3,27,103
1,242

12

3,624
334

2
5,214
49,022
4,873
5,172

1,665

27

237

60,996
3,93,314

Page 6

36,072
853
500
307

48,840

1,67,535
9,831
1,313

2,65,251

20,354

55,814

22,958

49,915

4,489

36
4,734
5,856

1,64,156

4,29,407
2,830

3,55,056

3,57,886
1,242

12

3,805
334

2
5,395
53,650
5,117
5,431
1,665

27

237
66,126

4,29,407

ANALYST
Abhishek Agarwal, researchs@krchoksey.com, +91-22-6696 5575

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ

Phone: +91-22-6696 5555, Fax: +91-22-66919576



A ‘ institutional

India Equity Institutional Research Result Update — Q4FY23 27t April 2023 Page 7

Bajaj Auto Ltd.

-Apr- A MULATE
27-APT23 4,396 4756 ccumy Buy More than 15%
27-Jan-23 3,941 4,564 BUY

Accumulate 5% —15%
17-Oct-22 3,630 4,483 BUY
Hold 0-5%

04-Aug-22 4006 4,483 ACCUMULATE
29-Jul-22 3,858 4,168 ACCUMULATE Reduce 5%-0
07-Jun 22 3,818 4,168 ACCUMULATE Sell Less than - 5%

ANALYST CERTIFICATION:

I, Abhishek Agarwal (CA, CFA L3 Cleared), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect my views about the subject issuer(s) or securities. | also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view(s) in this report.

Terms & Conditions and other disclosures:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited.
KRCSSPL s a registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.
The information and opinions in this report have been prepared by KRCSSPL and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation
to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular
security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an
advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or
strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their
own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of
independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest
rates, foreign exchange rates or any other reason. KRCSSPL accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual
results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed
herein, .In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

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

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research
report. Accordingly, neither KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Abhishek Agarwal (CA, CFA L3 Cleared), Research Analyst of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

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

It is confirmed that, Abhishek Agarwal (CA, CFA L3 Cleared), Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other Jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject KRCSSPL and affiliates to any registration or licensing requirement within such
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come
are required to inform them of and to observe such restriction.

Please send your feedback to research.insti@krchoksey.com
Visit us at www.krchoksey.com A B H | S H E K Dlglta||y Signed by
Registered Office: ABHISHEK AGARWAL
1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai — 400 001.
Phone: +91-22-6633 5000; Fax: +91-22-6633 8060. AG A RWA L Date: 2023.04.27
Corporate Office: aC. Y
ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai - 400 053. 1 53550 +05 30
Phone: +91-22-6696 5555; Fax: +91-22-6691 9576.

ANALYST Phone: +91-22-6696 5555, Fax: +91-22-66919576

Abhishek Agarwal, researchs@krchoksey.com, +91-22-6696 5575 is also available on Bloomberg KRCS<GO>

Thomson Reuters, Factset and Capital IQ


mailto:research.insti@krchoksey.com
http://www.krchoksey.com/

		2023-04-27T15:35:50+0530
	ABHISHEK AGARWAL




