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Demand moderation visible; Margin expansion to
continue

Key Points

> 1QFY24 saw demand moderation in some segments, with volume
declining in Commercial Vehicle and PV segments QoQ. 2W segment
saw volume growth sequentially. Overall volume of OEMs grew by 5%/7%
YoY/QoQ.

Exports of 2Ws remained weak and declined by 20% YoY.

We expect overall revenue of our auto coverage universe to grow by
2.2%/18.5% QoQ/YoY in 1QFY24, driven by ASP growth and volume
growth.

» We estimate EBITDA margin improving by 250bps YoY for our Auto
coverage companies, led by better operating leverage benefits and
softening RM costs.

We expect 1QFY24 revenue of OEMs in our coverage universe to grow by
2%/21% QoQ/YoY. Overall OEM volume grew by 5%/7% YoY/QoQ. 2W
volume grew by 3% YoY whereas exports remained weak. PV segment
volume saw a marginal decline of 3% QoQ due to a high base. CVs saw a
sequential decline in volume mainly due to the implementation of OBD phase
Il norms from April 1, 2023, which had led to strong pre-buying in 4QFY23.
Tractor segment (M&M) volume declined by 3% YoY but grew by 28% QoQ.
We are building in low single-digit growth in realizations QoQ on the back of
the price hikes taken by OEMs. The Auto Ancillary universe’s revenue is
expected to grow by 16%/8% YoY/QoQ, led by higher volume in 2W segment
QoQ and better price realizations. We expect EBITDA margin to improve by
50bps/210bps QoQ/YoY. For Tyre companies, revenue is expected to grow
by 5%/5.3% QoQ/YoY on the back of better demand from OEMs and the
Replacement segment. We expect EBITDA margin to improve by 20bps QoQ,
led by RM cost moderation, price hikes and operating leverage benefits. We
expect commodity cost tailwinds to further aid margins in 1QFY24. Prices of
major commodities like Steel, Aluminum and Copper declined by 3.5%, 5.6%
and 6% QoQ, respectively whereas Lead and Rubber prices remained flat

QoQ.

Going ahead, we expect to see some recovery in rural sentiments amid
improving income levels, which should support 2W volume while PV demand
will moderate. The CV segment is expected to continue its growth trajectory,
driven by replacement demand. We remain cautious about the outlook for
exports due to concerns about economic slowdown and geopolitical issues
confronting the US and the EU. Softening commodity prices should also bode
well for the entire Auto industry.
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Ashok Leyland: Volume declined by 31% QoQ and grew by 4% YoY. The QoQ decline was due
to the strong pre-buying that happened in 4QFY23 ahead of the implementation of BS-VI phase
2 norms. ASP is expected to improve because of price hikes and lower discounts. We expect
EBITDA margin to be at ~10%, expanding YoY on the back of softening RM prices and operating
leverage benefits.

Bajaj Auto: Volume grew by 10%/20% YoY/QoQ. Export demand for 2Ws continued to be
affected by the global economic slowdown/geopolitical issues. We expect EBITDA margin to
improve by 20bps QoQ, led by RM cost moderation.

Eicher Motors (RE): Eicher has reported a strong volume growth of 22%/5% YoY/QoQ, led by
strong demand for the Hunter bike. Domestic demand was strong for RE bikes whereas exports
declined by ~30% YoY. We expect EBITDA margin to improve by 40bps/10bps YoY/QoQ on the
back of operating leverage benefits and easing raw material costs.

Hero MotoCorp: Volume grew by 6.5% QoQ and declined by 2.3% YoY. We expect the
company’s revenue to grow by 7.5%/8.6% YoY/QoQ, led by higher volume and better ASP. We
expect EBITDA margin to expand by 40bps QoQ and 220bps YoY on the back of improved
operating leverage and price hikes.

Mahindra & Mahindra (M&M): M&M’s Auto segment volume decreased QoQ by 1% on account
of a higher base whereas Tractor volume grew by 28% Qo0Q. EBITDA margin is expected to
improve by 40bps QoQ on the back of higher mix of tractors and softening RM costs.

Maruti: We expect Maruti’s earnings to decline by 1.2% QoQ on account of 3% QoQ drop in
volume. On YoY basis, volume grew by 6%. We expect 70bps drop in margin on QoQ basis due
to operating deleverage, which will marginally be offset by softening RM costs.

TVS Motor: Volume grew by 10%/5% QoQ/YoY. We expect revenue to grow by 12.5%/23.7%
QoQ/YaY, led by higher volume and better ASP. We expect EBITDA margin to expand by 40bps
QoQ, driven by price hikes and lower RM costs.

Apollo Tyres: We expect revenue to grow by 5.3%/10.8% QoQ/YoY. We expect EBITDA margin
to remain stable.

Balkrishna Industries: We expect revenue to grow by 8% QoQ and decline by 8% YoY. Cost-
control measures, normalization of freight costs and lower RM costs are expected to drive
EBITDA margin higher by 120bps QoQ to ~22.5%.

Endurance Technologies: We expect consolidated revenue to improve by ~21%/15%
YoY/QoQ. Indian business is expected to do well due to recovery in 2W sales sequentially. We
expect consolidated EBITDA margin to improve by 80bps QoQ on the back of RM cost tailwinds
and higher volume.

CEAT: We expect standalone revenue to increase by 3%/5% QoQ/YoY. Demand from OEMs,
recovery in replacement demand and price hikes are expected to aid revenue growth. We expect
EBITDA margin to decline by ~50bps QoQ due to higher expenses and increase in RM costs by
1-2%.

Jamna Auto: We expect revenue to decline by 12% QoQ due to decline in the sale of CVs. We
expect the company’s EBITDA margin to improve on QoQ basis due to softening RM costs.

Minda Corp: We expect revenue to increase by 8% QoQ, led by higher volume in the 2W
segment in 1QFY24. Itis likely to post higher-than-industry growth, led by an increase in kit value
(driven by premium products). We expect the company’s EBITDA margin to improve by
50bps/440bps QoQ/YoY.

Suprajit Engineering: Revenue is expected to grow by 7%/16% QoQ/YoY. EBITDA margin is
expected to improve by 30bps QoQ, led by softening RM costs and operating leverage benefits.
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Exhibit 1: Quarterly volume

Volume (units) 1QFY24 1QFY23 4QFY23 YOY (%) QoQ(%)
Ashok Leyland 41,329 39,651 59,697 4.2 (30.8)
Bajaj Auto 1,027,407 93,3646 857,788 10.0 19.8
Hero MotoCorp 1,352,574 1,390,193 1,270,492 (2.7) 6.5
Eicher Motors (RE) 228,875 187,205 218,523 22.3 4.7
M&M 301,147 271,971 281,879 10.7 6.8
Maruti Suzuki 498,030 467,931 514,927 6.4 (3.3)
TVS Motor 953,244 906,791 868,363 5.1 9.8
Tata Motors (Standalone) 222,345 225,828 251,700 (1.5) (11.7)
JLR- ex China JV (estimate) 93,253 71,733 92,330 30.0 1.0

Source: Nirmal Bang Institutional Equities Research

Exhibit 2: Quarterly result preview

Companies ) ™ Revenue Gross Margin (%) EBITDA EBITDA margin (%) Adj PAT

(Rsmn) RAn9| - (gs) 1QFY24E YoY (%) QoQ (%)| 1QFY24E 1QFY23 4QFY23| 1QFY24E YoY (%) QoQ (%)| 1QFY24E 1QFY23 4QFY23|1QFY24E YoY (%) QoQ (%)
Ashok Leyland Buy| 190| 78,938 9.3 -321 25.0 20.7 24.4| 7,815 1440 -38.7 9.9 44 11.0, 4,033 6328 -420
Bajaj Auto Acc| 4,509|1,11,837  39.7 25.6 305 27.8 30.2| 21,808 68.1 27.0 195 162 19.3| 18,201 551 27.0

Eicher Motors (RE) Buy| 4,254| 40,324 24.2 5.2 43.0 427 429 10,000 26.9 5.8 248 243 247 7929 36.7 6.2

Hero MotoCorp Acc| 3,357| 90,203 7.5 8.6 325 272 32.0f 12,087 285 11.6 134 11.2 13.0/ 8,845 416 3.0
M&M Acc| 1,593/2,40,891 22.8 6.7 253 234 25.0/ 30,834 317 10.2 128 119 12.4| 19,241 321 2.3
Maruti Suzuki Buy|11,132|3,16,566  19.5 -1.2 273 254 26.7| 31,023 62.2 -7.4 9.8 7.2 105 22,182 119.0 -155
TVS Motor Acc| 1,373| 74,316  23.7 12.5 250 239 246 7952 327 17.0 10.7 10.0 10.3| 4,702 46.7 14.6
Apollo Tyres Acc| 427| 65,809 10.8 5.3 43.0 39.7 434| 10,529 52.6 55 16.0 116 16.0| 4,222 1214 -5.3
Balkrishna Ind. Acc| 2,195| 25,111 -7.9 8.0 50.0 534 49.3| 5,650 3.4 14.2 225 200 213 3,182 9.4 26.0
CEAT Acc| 1,910/ 29,516 53 3.1 39.0 316 40.1] 3,660 1229 -1.2 12.4 59 129 1,317 4,192.0 -4.9
Endurance Tech Acc| 1,629| 25,630 21.3 14.7 40.6 39.6 40.7) 3,488 455 22.2 136 11.3 128 1,665 495 22.0
Jamna Auto Buy| 129| 5,578 1.8 -12.0 345 345 337 647 7.7 -18.6 116 11.0 125 409 9.2 -219
Minda Corp Acc| 302/ 11,605 149 8.0 380 348 376 1,323 241 13.1 114 106 10.9 673 283 -448

Suprajit Engineering Acc| 425 7,455 15.6 6.7 445 404 441 956 77.2 9.8 12.8 8.4 125 493 80.5 20.2

Source: Nirmal Bang Institutional Equities Research
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited
in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject
company. NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication
of the research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of
this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged
in market making activity of the subject company.

Analyst Certification: I, NBIE, the author of this report, hereby certify that the views expressed in this research report
accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. It is also
certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the inclusion of
specific recommendations or views in this research. The analyst is principally responsible for the preparation of this research
report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to15%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation
and particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it.
NBEPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading.
The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional
risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect
the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication
in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the
information contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.

Team Details:

Name Email Id Direct Line
Rahul Arora CEO rahul.arora@nirmalbang.com -
Krishnan Sambamoorthy Head of Research krishnan.s@nirmalbang.com +91 22 6273 8210
Dealing

Ravi Jagtiani Dealing Desk ravi.jagtiani@nirmalbang.com +91 22 6273 8230, +91 22 6636 8833
Michael Pillai Dealing Desk michael.pillai@nirmalbang.com  +91 22 6273 8102/8103, +91 22 6636 8830

Nirmal Bang Equities Pvt. Ltd.

Correspondence Address
B-2, 301/302, Marathon Innova,
Nr. Peninsula Corporate Park,
Lower Parel (W), Mumbai-400013.
Board No.: 91 22 6273 8000/1; Fax. : 022 6273 8010

Auto Sector


http://www.nirmalbang.com/

