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INDIA

Auto & auto ancillaries

Input cost rise like to wipe operating leverage gains

>

Wholesale despatch momentum moderates on supply chain issues and
delayed marriage season: The auto industry has witnessed wholesale despatches
taper off post a strong festive season. As states opened up further to reach
normalcy, component shortages (e.g. semiconductors) has led to OEMs focussing
on raising channel inventory (e.g. 2W at ~4-6 weeks) to manage potential production
issues. On the consumer side, 2W dispatches fared worse (~-8% decline QoQ) than
PVs (~-1% decline QoQ) due to delay in wedding season (relevant for North India).
Tractors demand moderated due to seasonality. On the commercial side, CVs have
started to withness moderate improvement (up ~10% QoQ).

Consumer sentiment remains weak in mass-market segments; OEM’s
continue new launches but hike prices too: During the quarter: a) retail demand
trends (Link) remained modest even with relaxed consumer credit norms as OEMs
undertook multiple price hikes and discounts/incentives tapered off post festive
season; and b) OEMs launched new models (e.g. 4 new SUV launches in 3Q) and
variants while working to increasing inventory levels.

Operating leverage supports EBITDA margins as gross margins slide: Weaker
product mix, higher commodity prices is likely to impact operating margins in 4Q.
Across |-Sec OEM coverage higher input costs is likely to drag gross margins by
~80-180 bps QoQ. We also expect better earnings resilience from companies with:
a) higher export mix, b) replacement revenue share, and c) better pricing power.

Key factors to watch out: 1) Sustenance of demand recovery and customer
sentiment in Q1 as Covid second wave emerges, and 2) extent of price increases
undertaken to protect margins.

Our view: We expect demand to sustain primarily on the back of strong rural
incomes, which have higher income visibility due to better outlook on farm incomes
due to higher kharif acreage, better MSPs and strong monsoon. Also, we expect the
normalisation of economic activity across regions to help economy facing segments;
hence we prefer tractors, CVs vis-a-vis consumer segments.

Quarterly summary

Company Revenue EBITDA Adjusted PAT
% chg % chg % chg

(Rs mn) JFM’ 21 (YoY) (QoQ) JFM’ 21 (YoY) (QoQ) JFM’ 21 (YoY) (QoQ)
2-wheelers

Bajaj Auto 79,542 17 -1 13,711 9 -21 12,188 -7 -22
Eicher Motors 29,436 35 5 7177 58 9 5,312 53 9
Hero Motocorp 85,124 36 -13 10,996 67 -22 8,050 31 -26
TVS Motors 53,384 52 -1 4,668 75 -9 2,382 117 -10
4-wheelers

Ashok Leyland 61,795 61 28 3,822 109 51 1,177 NC 672
M&M 1,25,104 39 -1 19,320 57 -19 11,293 250 -35
Maruti Suzuki 2,30,316 27 -2 20,478 32 -8 14,865 15 -23
Tata Motors 9,27,634 48 23 1,33,212 1,828 19 43,365 NC 84
Ancillaries

Asahi India 7,148 21 -3 1,575 70 -11 618 11 -16
Balkrishna Inds. 16,439 18 10 5,271 29 11 3,182 24 -1
Bharat Forge 11,356 29 10 2,540 130 18 1,167 696 20
Bosch 29,887 34 -1 4,358 28 22 3,481 29 NC
CEAT 18,284 20 -17 2,140 13 -34 683 -10 -50
Mahindra CIE 18,290 10 -7 2,398 32 -3 1,144 75 2
Motherson Sumi 1,65,024 9 -3 17,288 24 -4 5,442 183 -32
Varroc Engineering 34,493 24 -2 2,827 144 14 189 NC NC
Wabco Ltd 6,661 65 18 1,074 108 22 805 155 54

Source: I-Sec research; JFM: Jan-Feb-Mar

Please refer to important disclosures at the end of this report
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Automobiles ICICI Securities

2-Wheelers
Bajaj Auto (BUY)
(QoQ chg: 3.4%; YoY chg: 62.8%)

Price chart Quarterly estimates
4,850 (Rs mn, year ending March 31)

4,350 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
3,850 Volumes 11,69,664 9,91,749 17.9 13,06,810 (10)
= 3,350 Net Realisation/unit (Rs) 68,004 68,726 (1.0) 68,180 (0.3)
& 2850 Total operating income 79,542 68,159 16.7 89,099 (11)
2,350 Raw material costs 57,189 46,653 22.6 63,082 9)
1,850 Employee costs 2,918 3,421 (14.7) 3,172 (8)
1,350 — Other expenditures 5,724 5,657 3.0 5,548 3
e 9 9o Total operating expenses 65,831 55,631 18.3 71,803 (8)
58 58 58 5 EBITDA 13,711 12,528 9.4 17,296 (21)
<0 <0 <O« EBITDA margin (%) 17.2 18.4 -114 bps 19.4 -217 bps
Depreciation & Amortisation 673 633 6 650 4
Other income 3,415 5,327 (36) 3,692 (7)
Interest costs 4 9 (52) 10 (57)
PBT 16,443 17,212 (4) 20,328 (19)

Exceptional Items - - -
Taxes 4,255 4,109 4 4,765 (11)
PAT 12,188 13,103 (7) 15,563 (22)

Source: Company data, I-Sec research

e Domestic volumes grew ~18% YoY even as domestic 2W segment grew 21% YoY
while domestic 3W slumped ~40% YoY. Exports grew 24% YoY as major
geographies in Africa and LatAm witnessed operations approaching normalicy.

o We expect 1% YoY decline in realisations on account of weaker mix. Gross
margins are expected to decline 345bps YoY on higher raw material costs (up
~23% YoY) while employee costs may remain lower (down 135bps YoY). We
expect EBITDA to improve 9.4% YoY at an EBITDA margin of 17.2% (down
114bps) as other expenses rose 3% YoY.

o We expect PAT to decline 7% YoY as other income drops 36% (down 352bps) on
lower yields.

o Key monitorables: Outlook on 3W business, premiumisation trends, and outlook
on demand in key export markets.




Automobiles ICICI Securities

Eicher Motors (HOLD)
(QoQ chg: -7.5%; YoY chg: 94.0%)

Price chart Quarterly estimates

3,500 (Rs mn, year ending March 31)
3,000 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
2,500 Volumes 2,04,604 1,62,870 25.6 1,99,668 2.5
2,000 Net Realisation/unit (Rs) 1,43,870 1,33,818 7.5 1,40,439 24
& 1,500 Total operating income 29,436 21,795 35.1 28,041 5.0
1,000 Raw material costs 17,003 12,602 34.9 15,954 6.6
500 Employee costs 2,482 2,051 21.0 2,230 11.3
P Other expenditures 2,920 2,902 0.6 2,664 9.6
0 O OO O — Purchase of traded goods -146 -293 -50.1 614 -123.8
g o ‘CZL % g % g Total operating expenses 22,259 17,263 28.9 21,462 3.7
<0 <O0<0O< EBITDA 7177 4,533 58.3 6,579 9.1
EBITDA margin (%) 24.4 20.8 359 bps 23.5 92 bps
Depreciation & Amortisation 1,282 1,079 18.8 1,219 5.2
Other income 1,114 1,462 -23.8 1,241 -10.2
Interest costs 20 25 -20.2 22 -10.0
PBT 6,990 4,891 42.9 6,579 6.2
Taxes 1,677 1,429 17.4 1,696 -1.1
PAT 5,312 3,462 53.4 4,884 8.8

Source: Company data, I-Sec research

¢ Royal Enfield volumes at ~204k units grew 25.6% YoY on a lower base driven by
new products. Net realisations are expected to improve 7.5% YoY due to the rising
contribution of exports and price increases led by commodity basket.

e Revenues are expected to rise 35.1% YoY as gross margins may come in at
~43% (down 78bps) on rising raw material costs.

e We expect EBITDA margin improvement of 359bps YoY to 24.4% and other

expenses to decline 339bps. PAT may rise 53.4% YoY as tax rates normalise (to
24%).

o Key monitorables: New model launch timelines, guidance on demand and
margins.




(Rs)

ICICI Securities

Automobiles
Hero MotoCorp (HOLD)
(QoQ chg: -7.2%; YoY chg: 61.0%)
Price chart Quarterly estimates

4,350 (Rs mn, year ending March 31)
3,850 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
3.350 Volumes 15,68,077 13,34,511 17.5 18,45,274 (15.0)
’ Net Realisation/unit (Rs) 54,285 46,747 16.1 52,937 2.5
2,850 Total operating income 85,124 62,384 36.5 97,684 (12.9)
2,350 Raw material costs 60,866 43,200 40.9 68,912 (11.7)
1,850 Employee costs 5,143 4,354 18.1 5,167 (0.5)
1,350 ———+—+—+—1 Other expenditures 8,118 8,231 (1.4) 9,543 (14.9)
® 229y Total operating expenses 74,127 55,785 329 83,621 (11.4)
L5 L5 Loy L EBITDA 10,996 6,599 66.6 14,062 (21.8)
<O <O <0< EBITDA margin (%) 12.9 10.6 234 bps 14.4 -148 bps
Depreciation & Amortisation 1,879 1,747 7.6 1,698 10.7
Other income 1,691 1,695 (0.2) 2,027 (16.6)
Interest costs 54 41 32.2 47 15.5
PBT 10,754 6,432 67.2 14,418 (25)
Exceptional ltems 0 0 NC 0 NC
Taxes 2,704 299 805.0 3,574 (24)
PAT 8,050 6,133 31.3 10,845 (26)

Source: Company data, I-Sec research

We expect revenue growth of 36.5% YoY largely due to volume rise of 17.5% YoY
and net realisation improvement of ~16% due to pass-through of the BS-VI and
RM cost inflation related price increases.

We expect gross margins at ~29% (down 226bps) due to higher raw material
costs. EBITDA margin is expected to improve 234bps YoY as other expenses
decline 366bps and employee costs shrink 94bps YoY.

Key monitorables: Channel inventory levels, demand outlook, and customer
response for new products launched.
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TVS Motor Company (BUY)
(QoQ chg: 9.9%; YoY chg: 97.3%)

Price chart Quarterly estimates
800 (Rs mn, year ending March 31)

700 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
600 Volumes 9,19,164 6,33,473 451 9,89,517 (7.1)
500 Net Realisation/unit (Rs) 58,079 55,305 5.0 54,485 6.6
400 Total operating income 53,384 35,034 52.4 53,914 (1.0)
o Raw material costs 41,187 26,098 57.8 41,031 0.4
100 Employee costs 2,674 2,227 20.1 2,691 (0.6)
0 Other expenditures 4,855 4,041 20.1 5,081 (4.4)
® o299y Total operating expenses 48,717 32,366 50.5 48,803 (0.2)
L5 585 55 5 EBITDA 4,668 2,669 74.9 5,111 (8.7)
<O <O <O < EBITDA margin (%) 8.7% 7.6% 113 bps 9.5% -74 bps
Depreciation & Amortisation 1,460 1,243 17.4 1,329 9.9
Other income 100 251 (60.1) 124 (19)
Interest costs 201 235 (14.1) 291 (30.7)
PBT 3,106 1,442 115.5 3,615 (14.1)

Exceptional ltems - (323) -
Taxes 725 160 354.0 959 (24)
PAT 2,382 959 148.4 2,656 (10.3)
Adjusted PAT 2,382 1,096 117.4 2,656 (10.3)

Source: Company data, I-Sec research

e TVS’ volumes witnessed 45% YoY jump (on a lower base) leading to ~5% higher
realisation on better product mix and increased BS-VI model prices. We expect
52.4% YoY increase in revenues even as gross margins may decline 266bps YoY
to ~23% due to higher commodity metal basket prices.

o EBITDA margin is expected to rise 113bps to 8.7% while we expected adjusted-
PAT to grow ~117% YoY to ~Rs2.4bn.

o Key monitorables: Demand outlook, new product launches, and guidance on
margin trajectory.
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4-Wheelers

Ashok Leyland (HOLD)
(QoQ chg: 8.8%, YoY chg: 179.9%)

Price chart Quarterly estimates

180 (Rs mn, year ending March 31)
150 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
120 Volumes 41,200 26,423 56 33,410 23
90 Net Realisation/unit (Rs) 1.50 1.45 3.2 1.44 4.1
Total operating income 61,795 38,385 61 48,136 28
60 Raw material costs 46,599 27,290 71 35,824 30
30 Employee costs 5,297 4,097 29 4,545 17
0 b OO m m o o _ Other expenditures 6,078 5,168 18 5,228 16
TLT T LA Total operating expenses 57,974 36,555 59 45,597 27
28528588 %2 EBITDA 3,822 1,830 109 2,539 51
EBITDA margin (%) 6.2 4.8 142 bps 5.3 91 bps
Depreciation & Amortisation 2,059 1,877 10 1,944 6
Other income 281 344 (18) 341 17)
Interest costs 630 331 90 656 (4)
PBT 1,414 -34 NC 279 407
Exceptional Items 364 -148 NC 1 3,117
Taxes 0 -687 NC -460 NC
PAT 1,050 -573 NC -193 NC
Adjusted PAT 1,177 -113 NC 152 672

Source: Company data, I-Sec research

e LCV volumes grew 153% YoY while M&HCVs grew 21% YoY, thus leading to
revenue growth of ~61% YoY, up 28% QoQ.

o We expect EBITDA margins to improve ~142bps YoY due to positive operating
leverage gains. We expect adjusted-PAT at ~Rs1.2bn.

¢ Key monitorables: M&HCV growth outlook for FY22E, scrappage policy and its
potential impact, and feedback for AVTR platform and Bada Dost.




(Rs)

Automobiles ICICI Securities

Mahindra & Mahindra (BUY)

(QoQ chg: 3.2%, YoY chg: 143.6%)

Price chart Quarterly estimates

1,200 (Rs mn, year ending March 31)

1,000 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
800 Volumes 1,86,835 1,51,713 10 2,39,438 29
600 Net Realisation/unit (Rs) 6,69,598 5,93,536 9 5,87,064 (3)
400 Total operating income 1,25,104 90,047 39 1,40,565 (11)

Raw material costs 86,654 57,898 50 96,292 (10)

200 Employee costs 9,384 7,127 32 8,841 6
0 x w m m o O 1 Other expenditures 9,746 12,748 (24) 11,576 (16)
T T YA Total operating expenses 1,05,784 77,773 36.0 1,16,709 9)
g8528%268 % EBITDA 19,320 12,275 57.4 23,856 (19)
EBITDA margin (%) 15.4 13.6 181 bps 17.0 -153 bps

Depreciation & Amortisation 6,288 6,172 2 6,043 4

Other income 3,057 3,155 (3) 5,618 (46)

Interest costs 752 359 110 1,039 (28)

PBT 15,338 8,899 72 22,393 (32)

Exceptional ltems - (35,776) NC (12,140) NC

Taxes 4,045 5,673 (29) 4,944 (18)

Reported PAT 11,293 (32,550) (135) 5,309 113

Adjusted PAT 11,293 3,226 250 17,448 (35)

Source: Company data, I-Sec research

e Overall automotive volumes rose ~10% YoY, tractor segment ~35% YoY and auto
segment ~16% YoY.

o We expect margin improvement of 181bps YoY to 15.4% due to mix benefit via the
higher volume share of tractor segment (43% vis-a-vis 39% in Q4FY20) to offset
the impact of commodity price increases.

o MG&M is expected to report 2.5x growth in adjusted-PAT to ~Rs11.3bn.

o Key monitorables: Update on SsangYong, timeline of launch of new products,
growth outlook for FY22E in auto and tractor segments, and margin guidance.
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Automobiles ICICI Securities
Maruti Suzuki (SELL)
(QoQ chg: -14.8%;, YoY chg: 45.3%)
Price chart Quarterly estimates
(Rs mn, year ending March 31)
12,000 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
10,000 Volumes 4,88,919 3,85,003 27.0 4,95,897 -1.4
8,000 Net Realisation/unit (Rs) 4,71,072 4,72,690 -0.3 4,73,038 -0.4
6,000 Total operating income 2,30,316 1,81,987 26.6 2,34,578 -1.8
4,000 Raw material costs 1,70,006 1,27,914 32.9 1,70,156 -0.1
2000 Employee costs 9,490 8,194 15.8 9,455 0.4
' 0 L Other expenditures 30,342 30,415 -0.2 32,706 7.2
® ® ® > O O — Total operating expenses 2,09,838 1,66,523 26.0 2,12,317 1.2
Ty EBITDA 20,478 15,464 32.4 22,261 -8.0
<O <0 <O < EBITDA margin (%) 8.9 8.5 39 bps 9.5 -60 bps
Depreciation & Amortisation 8,185 8,230 -0.6 7,413 10.4
Other income 7,800 8,804 -11.4 9,937 -21.5
Interest costs 270 283 -4.6 287 -5.9
PBT 19,823 15,755 25.8 24,498 -19.1
Exceptional ltems - - -
Taxes 4,958 2,838 747 5,084 -2.5
PAT 14,865 12,917 15.1 19,414 -23.4

Source: Company data, I-Sec research

Maruti Suzuki is expected to report 26.6% YoY growth in revenues due to
domestic PV volume growth of ~26% YoY and export growth of 44% YoY, albeit

on a lower base. Realisation expected to be flat at ~Rs471k.

We expect gross margin decline of 353bps YoY and EBITDA improvement of
32.4% at Rs20.5bn, up 39bps, as employee expenses marginally fell 38bps YoY
while other expenses dropped 354bps YoY.

We expect PAT growth of 15% YoY at ~Rs15bn despite decline in other income

(down 145bps).

Key monitorables: Demand outlook and guidance for FY22E, discounting trends,
and impact of new Gujarat line on margins.
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Tata Motors (BUY)
(QoQ chg: 58.4%; YoY chg: 364.4%)
Price chart Quarterly estimates
(Rs mn, year ending March 31)
400 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
ggg Total operating income 9,27,634 6,24,930 48.4 7,56,538 22.6
250 Raw material costs 6,07,411 4,08,096 48.8 4,88,798 24.3
200 Employee costs 87,320 76,987 13.4 75,622 15.5
150 Other expenditures 80,581 1,20,072 -32.9 68,008 18.5
100 Product development expenses 19,110 12,865 48.6 12,483 53.1
50 Total operating expenses 7,94,422 6,18,021 28.5 6,44,912 23.2
0 +——+—+—+—+— EBITDA 1,33,212 6,909 1,828.1 1,11,626 19.3
L2298y EBITDA margin (%) 14.4 11 1325 bps 14.8 -39 bps
g 8 3 8 a8 g Depreciation & Amortisation 63,278 58,149 8.8 61,288 3.2
To<o<ox< Other income 4711 5,645 -16.5 7,120 -33.8
Interest costs 19,662 19,528 0.7 21,259 -7.5
PBT 54,982 -65,123 NC 36,199 51.9
Taxes 11,998 3,583 234.9 9,452 26.9
PAT before Mi, PA and Excep. 42,984 -68,706 NC 26,748 60.7
Minority Interests 251 305 -17.6 350 -28.2
Profit from Associates 632 -1,925 NC -2,807 NC
Less: Exceptional ltems 1,47,000 28,007 424.9 4,226 3,378.2
PAT -1,03,635 -98,943 NC 19,364 NC
Adjusted PAT 43,365 -70,936 NC 23,590 83.8

Source: Company data, I-Sec research

e JLR wholesale volumes to grow 2% YoY (at ~124k units) while Tata standalone

volumes grew 12% YoY.

Topline growth is expected to be 48.4% with EBITDA margin up 1,325bps to
14.4%.

We expect JLR to post revenues of ~GBP7bn (up ~29% YoY) with adjusted
EBITDA margin of 14.7% (up 994bps YoY). On reported basis, we expect JLR to
report PAT loss of ~GBP 1.1bn (inclusive of the GBP 1.5bn write-offs which
includes GBP 1bn non-cash charge while GBP 500mn for one-time restructuring).

Standalone business topline is expected to almost double at 99.1% YoY growth as
PV business is witnessing strong growth to end the year as the third-largest
player. We estimate EBITDA margin improvement of ~1586bps YoY to 6.8%.

Key monitorables: Demand and inventory situation across JLR’s key markets,
outlook on capital expenditure and R&D, domestic business growth outlook, and
sustenance of market share gains in PV business.




Automobiles ICICI Securities

Ancillaries

Asahi India Glass (BUY)
(QoQ chg: 11.6%; YoY chg: 108.3%)

Price chart Quarterly estimates

400 — (Rs mn, year ending March 31)
Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
300 + Total operating income 7,148 5,911 21 7,387 -3
= Raw material costs 2,362 1,705 39 2,392 -1
2200 T Employee costs 627 636 -1 607 3
Other expenditures 1,621 1,792 -10 1,702 -5
100 T Power & Fuel 963 852 13 917 5
Total operating expenses 5,573 4,985 12 5,617 -1
0 - w m m O O 1 EBITDA 1,575 926 70 1,769 -11
T T T T Y g EBITDA margin (%) 22.0 15.7 637 bps 24.0 -192 bps
288588 ¢=% Depreciation & Amortisation 336 350 -4 326 3
Other income 18 19 -5 36 -48
Interest costs 375 341 10 343 9
PBT 883 254 248 1,136 -22
Exceptional ltems - - - -
Taxes 265 -304 -187 403 NC
PAT 618 558 1 734 -16
Adjusted PAT 618 558 1 733 -16

Source: Company data, I-Sec research

o We expect topline growth of ~21% YoY due to growth across segments.

o EBITDA margin is likely to expand 637bps YoY to 22% aided by better product mix
(higher share of architectural segment sales) and lower gas prices (down 93bps).

o Adjusted-PAT growth is likely 11% YoY to Rs618mn.

o Key monitorables: Demand scenario in various segments, situation of imports on
the architectural side, and update on pricing of new gas contracts.

10
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Balkrishna Industries (BUY)
(QoQ chg: -2.5%; YoY chg: 104.5%)

Price chart Quarterly estimates

2,100 (Rs mn, year ending March 31)
1,900 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
1,700 Volumes (MT) 64,887 57,966 11.9 59,810 8.5
1,500 ASP/Kg (Rs/Kg) 253 240 5.7 250 1.2
1,300 Total operating income 16,439 13,897 18.3 14,966 9.8
1,100 Raw material costs 6,896 6,049 14.0 6,035 14.3
900 Employee costs 873 754 15.7 831 5.0
700 Other expenditures 3,398 3,020 12.5 3,330 2.0
500 i Total operating expenses 11,168 9,824 13.7 10,197 9.5
TT T T aeq EBITDA 5,271 4,074 29.4 4,769 10.5
282828 2 EBITDA margin (%) o 321 29.3 275 bps 31.9 20 bps
Depreciation & Amortisation 1,476 983 50.2 1,019 44.8
Other income 414 314 31.9 510 -18.8
Interest costs 11 19 -41.3 17 -35.1
PBT 4,199 3,386 24.0 4,243 -1.0
Exceptional ltems - - - -
Taxes 1,016 815 247 1,022 -0.6
PAT 3,182 2,571 23.8 3,220 -1.2

Source: Company data, I-Sec research

e We expect the company’s volumes to grow ~12% YoY (~65kMT) on account of
good growth in agri markets and recovery in the EU and US. We expect topline
improvement of ~18% YoY.

e Margins are expected to witness expansion of 275bps YoY to 32.1% due to
favourable product mix and carbon black benefits leading to gross margin of 58%.

o We expect adjusted-PAT to grow ~24% YoY to ~Rs3.2bn.

¢ Key monitorables: Update on agri, OTR market outlook, expected margin trends,
and pricing outlook across segments.

11
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Automobiles ICICI Securities
Bharat Forge (REDUCE)
(QoQ chg: 1.9%;, YoY chg: 165.5%)
Price chart Quarterly estimates (standalone)
900 (Rs mn, year ending March 31)
800 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
700 Total operating income 11,356 8,812 28.9 10,357 9.6
600 Raw material costs 4,341 3,249 33.6 3,830 13.4
500 Employee costs 1,144 1,189 -3.8 1,102 3.8
Other expenditures 3,330 3,271 1.8 3,276 1.6
400 Total operating expenses 8,815 7,709 14.4 8,208 7.4
300 EBITDA 2,540 1,103 130.2 2,149 18.2
200 S A EBITDA margin (%) 22.4 12.5 985 bps 20.7 163 bps
TIT TN Depreciation & Amortisation 989 847 16.8 964 2.7
282828 % Other income 315 315 -0.1 352 -10.6
Interest costs 306 415 -26.2 268 141
PBT 1,560 157 896.4 1,269 229
Exceptional Items - 939 - 55
Taxes 393 -50 NC 287 37.0
PAT 1,167 -732 NC 928 25.8
Adjusted PAT 1,167 146 696.5 969 20.3

Source: Company data, I-Sec research

o We expect standalone revenue growth of ~29% YoY due to pick-up in production

across CV segments.

e Company is expected to witness 985bps YoY EBITDA margin expansion to 22.4%
as other expenses and employee costs fall sharply by 779bps and 342bps

respectively.

o We expect PAT to grow ~7x YoY to ~Rs1.17bn on account of no exceptional item.

o Key monitorables: Revival of domestic CV segment, North American Class-8
truck demand, and reduction of losses in subsidiaries.

12
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Bosch (SELL)
(QoQ chg: 6.2%; YoY chg: 63.1%)

Price chart Quarterly estimates

23,000 (Rs mn, year ending March 31)
21,000 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
19,000 Total operating income 29,887 22,368 34 30,296 1
P Raw material costs 17,187 12,057 43 17,549 -2
% 43000 Employee costs 2,555 2,763 -8 2,455 4
11,000 Other expenditures 5,788 4,135 40 6,712 -14
9,000 Total operating expenses 25,529 18,955 35 26,716 -4
7,000 EBITDA 4,358 3,413 28 3,581 22
5,000 I EBITDA margin (%) 14.6 15.3 -68 bps 11.8 276 bps
ARl A Depreciation & Amortisation 980 1,158 -15 969 1
2888s28¢%8 Other income 1,304 1,404 -7 1,113 17
Interest costs 29 49 -42 68 -58
PBT 4,653 3,610 29 3,657 27
Exceptional Items - 2,970 - 1,467 -
Taxes 1,173 -170 -788 332 NC
PAT 3,481 811 329 1,858 NC
Adjusted PAT 3,481 2,708 29 -22 NC

Source: Company data, I-Sec research

e We expect revenue growth of ~34% YoY on the back of production ramp-up
across all major automotive segments.

e Company is expected to witness 68bps YoY EBITDA margin contraction to 14.6%
due to higher raw material costs even as employee expenses drop 380bps.

o We expect adjusted-PAT to grow ~29% YoY to ~Rs3.5bn as ‘other income’
declined 191bps and tax rate normalised to ~25%.

o Key monitorables: Details on content increase and localisation post BS-VI,
strategy to reduce semi-conductor shortages in India, performance in 2W
segment, and margin outlook.
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CEAT (BUY)

(QoQ chg: 28.3%; YoY chg: 108.5%)

Price chart Quarterly estimates

1,800 (Rs mn, year ending March 31)
1,600 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
1,400 Total operating income 18,284 15,236 20.0 22,125 -17.4
_pa00 Raw material costs 10,513 8,473 24.1 12,065 -12.9
£ ‘800 Employee costs 1,517 1,303 16.4 1,785 -15.0
= 600 Other expenditures 4,114 3,561 15.5 5,017 -18.0
400 Total operating expenses 16,144 13,337 21.0 18,867 -14.4
200 EBITDA 2,140 1,899 12.7 3,258 -34.3
0 b Oo m m O O 1 EBITDA margin (%) 11.7 12.5 -76 bps 14.7 -302 bps
AR Depreciation & Amortisation 855 693 23.5 873 -2.0
38588588 ¢% Other income 30 65 -53.8 100 -70.1
Interest costs 403 338 19.3 412 -2.0
PBT 911 933 24 2,074 -56.1
Exceptional Items - 281 - 123 -
Taxes 228 94 142.6 675 -66.3
PAT 683 558 22.4 1,276 -46.4

Source: Company data, I-Sec research

o We expect revenue growth of 20% YoY due to higher share of CEAT in new model
launches in PV OEMs.

o We expect EBITDA margin contraction of 76bps YoY at 11.7% on account of lower
gross margin (down 189bps) and lower marketing spend (down 87bps).

o Adjusted-PAT is likely to be at Rs683mn.

o Key monitorables: Outlook on industry pricing situation, demand scenario in the
replacement market, and progress on capex plans.
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Mahindra CIE (BUY)
(QoQ chg: -5.5%; YoY chg: 128.7%)

Quarterly estimates
(Rs mn, year ending March 31)

Q1CY21E Q1CY20 YoY (%) Q4CY20 QoQ (%)

Price chart Total operating income 18,290 16,627 10 19,576 -7

Raw material costs 8,650 7,629 13 8,989 -4

350 Employee costs 3,045 3,145 -3 3,384 -10
300 Other expenditures 4,197 4,031 4 4,728 -1
250 Total operating expenses 15,892 14,805 7 17,101 -7
= 200 EBITDA 2,398 1,822 32 2,475 -3
Z 50 EBITDA margin (%) 131 11.0 215 bps 12.6 46 bps
100 Depreciation & Amortisation 864 815 6 882 -2
Other income 47 49 -5 74 -38

50 Interest costs 54 182 -70 57 5

0 - co m m o O 1 PBT _ 1,526 874 75 1,611 -5
TL LT aq Exceptional Items - - - - -
285285268 2 Taxes 381 247 54 493 -23
Reported PAT 1,144 627 83 1,119 2

Adjusted PAT 1,144 655 75 1,119 2

Source: Company data, I-Sec research

e Company is expected to report 10% YoY growth in revenues with gross margin
contraction of 141bps at 52.7%.

o EBITDA margin may expand by 215bps to 13.1% on account of lower employee
costs (down 226bps) and other expenses (down 130bps).

o We expect PAT at Rs1.1bn on lower tax outflow at ~25%.

o Key monitorables: Update on demand scenario in India and Europe, new order
wins in India, and update on cost-reduction exercises.
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Motherson Sumi Systems (BUY)
(QoQ chg: 29.1%; YoY chg: 285.8%)
Price chart Quarterly estimates
250 - (Rs mn, year ending March 31)
Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
200 1 Total operating income 1,65,024 1,51,591 8.9 1,70,925 -3.5
150 + Raw material costs 94,177 84,411 11.6 96,897 -2.8
Employee costs 36,852 38,028 -3.1 38,477 -4.2
100 Other expenditures 16,706 15,235 9.7 17,595 -5.1
50 + Total operating expenses 1,47,736 1,37,675 7.3 1,52,969 -3.4
EBITDA 17,288 13,916 24.2 17,956 -3.7
0 s OO m m O O 1 Adj. EBITDA margin (%) 10.5 9.2 130 bps 10.5 -3 bps
AR Depreciation & Amortisation 7,936 7,634 4.0 7,353 7.9
38588588 ¢% Other income 566 151 273.8 652 -13.2
Interest costs 1,650 1,382 19.4 1,380 19.6
PBT 8,267 5,051 63.7 9,876 -16.3
Exceptional Items - 292 25
Taxes 1,830 3,315 -44.8 -1,092 -267.6
PAT before MI 6,437 1,444 345.8 10,943 -41.2
Minority Interests 2,822 -477 NC 4,699 -40.0
PAT after MI 3,615 1,921 88.2 6,244 -42.1
Profit from Associates 202 -87 NC 336 -39.9
DWH PAT 1,624 - NC 1,405 15.6
PAT 5,442 1,834 196.8 7,985 -31.8
Adjusted PAT 5,442 1,923 183.1 8,012 -32.1

Source: Company data, I-Sec research

e Consolidated revenues are expected to grow ~9% YoY mainly due to production

ramp-up across OEMs.

o EBITDA margin is likely to rise 130bps to 10.5%.

¢ Revenues from SMR may witness marginal 1% decline YoY at EBITDA margin
contraction of 106bps, while PKC revenues may expand 5.4% leading to margin

expansion of 171bps.

o Key monitorables: Progress on greenfield facilities in SMP (US, Hungary),
update on India business content growth and margin trajectory, and progress on

restructuring plans.
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Varroc Engineering (ADD)
(QoQ chg: -8.7%;, YoY chg: 195.1%)
Price chart Quarterly estimates
1,400 (Rs mn, year ending March 31)
1,200 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
1,000 Total operating income 34,493 27,926 23.5 35,146 -1.9
800 Raw material costs 22,593 18,628 21.3 23,078 -2.1
& 600 Employee costs 4,071 4,055 0.4 4,154 -2.0
= Other expenditures 5,002 4,085 22.4 5,431 -7.9
400 Total operating expenses 31,666 26,769 18.3 32,663 -3.1
200 EBITDA 2,827 1,157 144.3 2,482 13.9
0 x eo m m o o nd EBITDA margin (%) 8.2 4.1 405 bps 71 113 bps
S I Depreciation & Amortisation 2,360 2,066 14.2 2,247 5.0
3853358 s Other income 7 8 -12.5 0 2,087.5
o s Z =
Interest costs 341 362 -5.8 379 -10.0
PBT 134 -1,263 NC -143 NC
Exceptional Items -
Taxes 33 4 766.6 241 -86.1
PAT before MI/JV 100 -1,266 NC -384 NC
MI/JV profits 102 -105 NC 92 NC
Adjusted PAT 189 -1,376 NC -1,387 NC

Source: Company data, I-Sec research

o We expect ~24% YoY growth in revenues as gross margins could expand 121bps

to 34.5%.

e Expect adjusted-EBITDA margin expansion of 405bps to 8.2% as employee costs
and other expenses decline 272bps and 13bps respectively.

e Adjusted-PAT may witness growth and come in at Rs189mn on account of strong

operating leverage benefits.

¢ Key monitorables: Normalisation of VLS profitability from new plants, revenue
growth outlook in domestic business, and outlook on margins.
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Wabco India (HOLD)
(QoQ chg: 12.5%, YoY chg: 0.8%)
Price chart Quarterly estimates

9,000 T (Rs mn, year ending March 31)
Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%)
8,000 1 Total operating income 6,661 4,049 65 5,665 18
& 7,000 T Raw material costs 4,021 2,282 76 3,468 16
' Employee costs 805 671 20 708 14
6,000 T Other expenditures 760 579 31 611 24
5000 + Total operating expenses 5,587 3,532 58 4,787 17
EBITDA 1,074 517 108 878 22
4,000 S A A EBITDA margin (%) 16.1 12.8 335 bps 15.5 64 bps
TIT TN Depreciation & Amortisation 234 247 -5 223 5
282828 % Other income 239 181 32 78 206
Interest costs 2 6 -60 2 -
PBT 1,077 446 142 730 47
Exceptional Items - - - - -
Taxes 271 130 109 206 32
PAT 805 316 155 524 54

Source: Company data, I-Sec research

e We expect ~65% YoY growth in revenues owing to ~167% growth in M&HCV

OEM volumes despite weak exports.

e EBITDA margin is likely to improve ~335bps YoY to 16.1% due to lower employee
costs (down 448bps) and lower other expenses (down 289bps).

o We expect PAT to grow 155% YoY to Rs805mn as other income is expected to

rise 32% YoY.

Key monitorables: Adoption rates of new products such as AMT/ESC amongst

large M&HCV OEMSs, outlook on exports and domestic volume growth in FY22,

and outlook on margins.

18



Automobiles ICICI Securities

“In case of industry/sector reports or a report containing multiple stocks, the rating/recommendation for a particular stock may be based on the last released stock
specific report for that company.”

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities,
Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are
as follows: Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports
and no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Nishant Vass, MBA (Finance); Pratit Vajani, MBA (Finance); 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. Analysts are not registered as research analysts by FINRA and are not associated persons
of the ICICI Securities Inc. 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 generally 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 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 Institutional
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 Retail
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 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.

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 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.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

19



	Auto & auto ancillaries
	Bajaj Auto
	Eicher Motors
	Hero MotoCorp
	TVS Motor Company
	Ashok Leyland
	Mahindra & Mahindra
	Maruti Suzuki
	Tata Motors
	Asahi India Glass
	Balkrishna Industries
	Bharat Forge
	Bosch
	CEAT
	Mahindra CIE
	Motherson Sumi Systems
	Varroc Engineering
	Wabco India


