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Bajaj Auto

Automotives

Steady performance; multiple levers to drive growth

Bajaj Auto’s (BJAUT) Q2FY26 operational performance was broadly in line with our estimate. Domestic 2W industry
growth is expected to pick-up pace (~6-8% volume growth) going ahead led by the benefit of GST rationalisation and
strong festive season. BJAUT plans multiple product/variant launches and aims to regain market share in 125cc+
motorcycle segment. Demand momentum in international markets also remains strong for both 2Ws and 3Ws. Outlook
for domestic 3W volume remains healthy led by rising EV penetration. Margins in medium-term are likely to draw
support from a) favourable mix, b) higher operating leverage and c) improving profitability for EVs. Maintain BUY with

TP of INR 11,250 (unchanged), based on 25x FY28E EPS.

Q2FY26 margins in line

BJAUT reported revenue of INR 149bn (+14% YoY /+19% QoQ), in line with our
estimate. Average realisation grew +7% YoY/+2% QoQ. EBITDAM stood at
20.5% (+30bps YoY / +70bps QoQ), in line with our estimate. EBITDA stood at
INR 30.5bn (+15% YoY /+23% QoQ), broadly in line with our estimate. Adj. PAT
stood at INR 24.8bn (+12% YoY / +18% QoQ).

Domestic and Exports outlook

Domestic: Domestic 2W growth recovered sharply post the implementation of
GST cut with record retail sales for BJAUT during festive season. The company
indicated strong traction in Pulsar 125cc and 150cc portfolio and alluded to
pick-up in upgrade demand from customer post GST cuts. Management
expects domestic 2W industry to grow at 6-8% in near-to-medium term and
aims to outperform the industry growth in 125cc+ motorcycle segment. In case
of domestic 3Ws, growth going ahead could be driven by ramp-up of E3W
business (including e-ricks) and pick-up in ICE 3W growth led by GST cut.

Exports: Demand in international market remains robust. While volumes in
top-30 export markets (~70% of emerging markets) grew 14% YoY during Q2,
BJAUT outperformed by growing 1.5x of industry growth. Demand uptick was
broad-based with double-digit growth across Lat-Am, Africa (despite Nigeria
being steady) and Asia. Management indicated that import tariff on 2Ws in
Mexico increased to 35%. However, BJAUT will continue to pay tariff at 5%
owing to its local investments/ prior regulatory approvals. Overall, BJAUT has
guided for continued momentum in exports in near-to-medium term.

Financial Summary

Y/E March (INR mn) FY25A FY26E FY27E FY28E
Net Revenue 5,00,103 5,63,294 6,30,572 7,03,340
EBITDA 1,00,988 1,15,434 1,31,958 1,49,528
EBITDA % 20.2 20.5 20.9 213
Net Profit 81,514 96,433 1,10,632 1,25,964
EPS (INR) 292.0 345.4 396.3 451.2
EPS % Chg YoY 9.0 183 14.7 139
P/E (x) 29.9 25.2 22.0 19.3
EV/EBITDA (x) 216 18.7 16.0 13.7
RoCE (%) 28.0 27.2 26.6 25.6
RoE (%) 28.6 27.7 27.0 25.9
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Market Data

Market Cap (INR) 2,436bn
Market Cap (USD) 27,475mn
Bloomberg Code BJAUT IN
Reuters Code BAJA.BO
52-week Range (INR) 10,190 /7,088
Free Float (%) 40.0
ADTV-3M (mn) (USD) 41.7
Price Performance (%) 3m 6m 12m
Absolute 6.0 11.1 (11.5)
Relative to Sensex 2.8 8.1 (16.1)
ESG Score 2024 2025 Change
ESG score 68.7 70.5 1.8
Environment 59.2 64.2 5.0
Social 65.8 67.5 1.7
Governance 76.3 76.3 0.0

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, |-sec research

Previous Reports

07-08-2025: Q1FY26 results review
30-05-2025: Q4FY25 results review

Please refer to important disclosures at the end of this report
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Exhibit 1: Q2FY26 result review
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Margin

EBITDAM stood at 20.5%, up 30bps QoQ, primarily led by higher operating leverage,
improved product mix (and EV profitability) and favourable forex realisation but was
partially offset by negative price action for few models.

Update on EV business

1) Share of EV revenue stood at ~17% of domestic revenue. 2) The company’s EV
portfolio clocked double digit EBITDA margin during Q2, led by an improvement in
profitability on cost optimisation and PLI benefit. 3) It expects a temporary dip in E2W
demand post GST cut (as ICE scooters have turned cheaper) but remains confident of
long-term EV adoption (medium-term growth at 15-20% CAGR). 4) With respect to
E3W business —the company underperformed in Q2 owing to supply constraints which
are now largely behind. Overall, BJAUT plans to ramp-up its E3W + e-rick business
and is targeting for leadership position.

Other highlights

1) BJAUT is planning multiple new product launches - Three new Pulsars in Dec’25,
Mar'26 and May’'26, followed by the launch of a new non-Pulsar brand in FY27. The
company also indicated of launching smaller-displacement Triumph and KTM models
to leverage GST benefit and drive affordability. 2) Discussions on mandatory ABS
implementation are ongoing and the company indicated of INR 2-3k/vehicle cost
impact, if implemented. 3) Bajaj Auto Credit (BACL): BJAUT has invested INR 29bn so
far, of which, INR 5bn has been during FY26. Management indicated INR 2-3bn further
investment to make it self-sustaining. 4) Finance penetration: 2Ws - 70% (BACL share:
40%); 3Ws — 90-95% (BACL share: 50%).

Q2FY26 Q2FY25 %YoY Q1FY26 % QoQ Q2FY26E % A/E
10,68,987 10,33,208 35 9,48,791 12.7 10,68,987 0.0
2,25,133 1,88,296 19.6 1,62,446 38.6 2,25,133 0.0
12,94,120 12,21,504 5.9 11,11,237 16 12,94,120 0.0
7,40,793 7,76,711 -4.6 6,34,808 16.7 7,40,793 0.0
5,563,327 4,44,793 24.4 4,76,429 16.1 5,563,327 0.0
1,15,307 1,07,470 7.3 1,13,247 1.8 1,15,512 -0.2
1,49,221 1,31,275 13.7 1,25,845 18.6 1,49,487 -0.2
1,04,556 93,639 11.7 88,596 18.0 1,05,538 -0.9
70.1 713 -130bps 70.4 -30bps 70.6 -50bps
4,097 3,935 4.1 4,138 -1.0 4,485 -8.7
2.7 3.0 -30bps 33 -50bps 3.0 -30bps
10,051 7,180 40.0 8,293 21.2 8,769 14.6
6.7 5.5 130bps 6.6 10bps 5.9 90bps
1,18,704 1,04,753 13.3 1,01,027 17.5 1,18,791 -0.1
30,517 26,522 15.1 24,818 23.0 30,695 -0.6
20.5 20.2 20bps 19.7 70bps 20.5 -10bps
3,692 3,845 -4.0 4,308 -14.3 4,500 -18.0
144 159 -9.7 141 1.6 200 -28.2
1,117 956 16.9 1,109 0.8 1,125 -0.7
32,948 29,252 12.6 27,875 18.2 33,870 -2.7
8,150 7,089 15.0 6,915 17.9 8,400 -3.0
24,797 22,163 11.9 20,960 18.3 25,470 -2.6
88.8 79.4 11.9 75.1 18.3 90.0 -1.4

Source: Company data, I-Sec research
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Exhibit 2: Volume and growth trend
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Exhibit 3: ASP and growth trend
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Source: Company data, |-Sec research Source: Company data, |-Sec research

Exhibit 4: Revenue and growth trend Exhibit 5: EBITDA and margin trend

mmm Revenue (INRbn)  ===9% Growth YoY (RHS) s EBITDA (INR bn; RHS) === EBITDA Margin (%)
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Source: Company data, I-Sec research Source: Company data, I-Sec research

Downside risks
e Slower than expected volume growth in domestic and international markets.
e Impact on profitability due to higher competitive intensity / ramp-up of EV biz.

e Losses at subsidiaries (Finance, KTM) are dragging overall performance and
requiring higher investment from parent BJAUT.

Exhibit 6: Shareholding pattern Exhibit 7: Price chart
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Financial Summary

Exhibit 8: Profit & Loss
(INR mn, year ending March)

FY25A FY26E FY27E FY28E
Net Sales 5,00,103 5,63,294 6,30,572 7,03,340
Operating Expenses 29,947 34,987 38,510 42,210
EBITDA 1,00,988 1,15434 1,31,958 1,49,528
EBITDA Margin (%) 20.2 20.5 20.9 21.3
Depreciation & 4001 4189 4,431 4,646
Amortization
EBIT 96,987 1,11,245 127,527 1,44,882
Interest expenditure 677 700 750 750
Other Non-operating 14209 16341 18792 21611
Income
Recurring PBT 1,10,519 1,26,886 145569 1,65,742
Profit / Loss from
Associates ) ) ) )
Less: Taxes 29,005 30,453 34,936 39,778
PAT 81,514 96,433 1,10,632 1,25,964
Less: Minority Interest - - - -
Extraordinaries (Net) - - - -
Net Income (Reported) 81,514 96,433 1,10,632 1,25,964
Net Income (Adjusted) 81,514 96,433 1,10,632 1,25,964
Source Company data, I-Sec research
Exhibit 9: Balance sheet
(INR mn, year ending March)
FY25A FY26E FY27E FY28E
Total Current Assets 79,599 85,633 1,16,107 1,62,979
of which cash & cash eqv. 13,286 16,968 38,304 75,517
Total Current Liabilities & 80028 90231 100473 1,11,606
Provisions
Net Current Assets (429) (4,598) 15,634 51,373
Investments 296,524 351524 396524 4,41524
Net Fixed Assets 35,508 39,101 42,585 45,893
ROU Assets - - - -
Capital Work-in-Progress 283 415 454 494
Total Intangible Assets - - - -
Other assets - - - -
Deferred Tax assets (2,417) (2,417) (2,417) (2,417)
Total Assets 3,29,469 3,84,025 4,552,780 5,36,867
Liabilities
Borrowings 8,000 8,000 8,000 8,000
Deferred Tax Liability - - - -
Provisions - - - -
Other Liabilities - - - -
Equity Share Capital 2,792 2,792 2,792 2,792
Reserves & Surplus 3,18,677 3,73,233 4,41,988 5,26,075
Total Net Worth 3,21,469 3,76,025 4,44,780 5,28,867
Minority Interest - - - -
Total Liabilities 3,29,469 3,84,025 4,552,780 5,36,867
Source Company data, I-Sec research
Exhibit 10: Quarterly trend
(INR mn, year ending March)
Dec-24  Mar-25 Jun-25  Sep-25
Net Sales 1,28,069 1,18817 1,25845 1,49,221
% growth (YOY) 6 3.5 5.5 13.7
EBITDA 25,807 23,745 24,818 30,517
Margin % 20.2 20.0 19.7 20.5
Other Income 3,347 3,300 4,308 3,692
Extraordinaries
Adjusted Net Profit 21,087 19,661 20,960 24,797

Source Company data, I-Sec research

Exhibit 11: Cashflow statement
(INR mn, year ending March)

N T
Operating Cashflow 71,729 1,09,175 1,16917 1,32,833
Working Capital Changes (14,464) 7,853 1,104 1,473
Capital Commitments (7,530) (7,915) (7,954) (7,994)
Free Cashflow 64,199 1,01,260 1,08,963 1,24,839
Other investing cashflow (52,255)  (55,700) (45,750)  (45,750)
Cashflow from Investing
Activities (59,785) (63,615) (53,704) (53,744)
Issue of Share Capital - - - -
Interest Cost 54,943 0 0 0
Inc (Dec) in Borrowings (341) - - -
Dividend paid (58,628) (41,877) (41,877) (41,877)
Others - - - -
Cash flow from
Financing Activities (4,025) (41,877) (41,877) (41,877)
Chg. in Cash & Bank 7,918 3683 21336 37,212
balance
Closing cash & balance 13,285 16,969 38,304 75,517

Source Company data, I-Sec research

Exhibit 12: Key ratios

(Year ending March)

FY25A FY26E FY27E FY28E
Per Share Data (INR)
Reported EPS 292.0 345.4 396.3 451.2
Adjusted EPS (Diluted) 292.0 345.4 396.3 451.2
Cash EPS 306.3 360.4 412.1 467.8
Dividend per share (DPS) 210.0 150.0 150.0 150.0
Book Value per share (BV) 1,151.5 1,346.9 1,593.2 1,894.4
Dividend Payout (%) 719 43.4 379 33.2
Growth (%)
Net Sales 119 12.6 119 115
EBITDA 145 14.3 14.3 13.3
EPS (INR) 9.0 18.3 14.7 13.9
Valuation Ratios (x)
P/E 29.9 25.2 22.0 19.3
P/CEPS 28.5 24.2 21.2 18.6
P/BV 7.6 6.5 55 4.6
EV /EBITDA 216 18.7 16.0 13.7
EV /Sales 4.4 3.8 3.4 2.9
Profitability Ratios
Gross Profit Margins (%) 26.2 26.7 27.0 27.3
EBITDA Margins (%) 20.2 20.5 20.9 213
EBIT Margins (%) 194 19.7 20.2 20.6
Net Profit Margins (%) 16.3 17.1 175 17.9
RoCE (%) 28.0 27.2 26.6 25.6
RoE (%) 28.6 27.7 27.0 25.9
Dividend Yield (%) 2.4 1.7 1.7 1.7
Operating Ratios
Fixed Asset Turnover (x) 14.0 14.3 14.7 15.2
Inventory Turnover Days 14 14 14 14
Receivables Days 17 17 17 17
Payables Days 71 70 70 70
Effective Tax Rate (%) 26.2 24.0 24.0 24.0
Net Debt / Equity (x) (0.8) (0.7) (0.7) (0.7)
Net Debt / EBITDA (x) (2.5) (2.4) (2.4) (2.5)

Source Company data, I-Sec research
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