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nt Capital Markets Ltd

Bajaj Auto has reported a mixed set of numbers in Q4FY21. Standalone
revenue and EBITDA stood above our estimates while EBITDA margin &
PAT are slightly below our estimates. Standalone revenue stood at INR
85,961 Mn, above our estimates of INR 79,825 Mn registering +26.1%

YoY/-3.5% QoQ. EBITDA stood at INR 15,241 Mn, above our estimate of

INR 14,193 Mn, Registering +21.7%YoY/-11.9%QoQ due to sharp

increase in input costs and it continues to increase in Q1 / FY22 also. On

the margins front, EBITDA margin was down by -65bps YoY/-168bps

QoQ to 17.7%, against our estimates -60bps YoY to 17.8%. The Company

has been delivering improved EBITDA sequentially from Q2 onwards.

Standalone PAT saw an increase of 1.7%YoY/-14.4% QoQ to INR 13,321

Mn vs below our estimate of INR 13,707 Mn. Total Volume was up by

17.9%YoY/89.5% QoQ to 11,69,664 units.

Bajaj Auto Q4FY21 Concall highlights

* Opening remark: Dividend INR 140/share. 3.6% dividend yield. Pay-
out 90%. Dividend decided policy last month. 1)Core performance—
capture recovery and demand in overseas market through strong
supply management and engagement with the market. 2) Continue
premiumization across segment to ensure uncertain demand
environment.

* Domestic motorcycle — top 125cc+ portfolio total business continues
to rise from 46% In Fy20 to 60% in Q4. Driven by outstanding success
by 125cc. market share from 7% FY20 to 19% in Q4. 125cc is up by 4%
for the whole industry.

* Domestic commercial vehicle business: 3w return to make normalcy.
Traffic is gone to 85% levels in mid of march. April saw a halt on that
so took longer but is making return on lower volumes across the year
but very significant leadership changes. 3 segments in this market: 1)
Small passenger 85% mkt share, 2) large pass (large leadership- 48%
market share (12% ahead vs peer), 3) Cargo gained 6% market share
and strong no. 2. When market comes back, things will look brighter.

* Exports: INR 3991cr in Q4. Volume outlook for FY22 expect to be one
of best years in FY22. Should reach highest ever during the year.

Valuation
At CMP of INR 3836, Bajaj Auto is currently trading at FY23 P/E of 27.7x,
to its EPS of INR 138.5. Bajaj auto would benefit from 1) the
premiumization trend and 2) good growth opportunity in exports. While
the Q1FY22 volumes may be impacted due to Covid-19 situation, the
company expects volumes to stabilize from Q2FY22 onwards. Domestic
3W recovery may be delayed.

We value Bajaj Auto at PE of 27x to its FY23E EPS of INR 138.5 for a fair

value of INR 3,823 and INR 82 for KTM stock valuation to arrive at a final

target price of INR 3,823 using SOTP method for Bajaj's stake in KTM. We
assign Neutral rating on the stock.

YE(I;:'?JI:; NetSales  EBITDA PAT  EPS (Rs) M:?gI;LD‘Q P/E (x)
FY19 3,03575 51,924 46,751 1616 17.1 23.7
FY20 2,99,187 50,962 51,000  176.2 17.0 218
FY21E 2,77,411 49,285 45546  157.4 17.8 24.4
FY22E 3,01,684 52,873 47,954 1233 175 31.1
FY23E 335171 60,936 53,891 1385 18.2 27.7

Arihant Capital Markets Limited | Research Analyst SEBI Registration No: INH000002764
1011, Solitaire Corporate Park, Bldg No.10, 1%t Floor, Andheri Ghatkopar Link Rd, Chakala, Andheri (E), Mumbai 400093



Quarterly result summary

Standalone (INR mn) Q4FY21 Q3FY21 Q4FY20 YoY (%)

Net sales 85,961 89,099 68,159 26.1 (3.5
- Raw material 61767 63082 4665 324 (2.1
(% of net sales) 71.9 70.8 68.4 341bps 105bp
- Staff expenditure 3070 3172 342 (10.3) (3.2
(% of net sales) 3.6 3.6 5.0 -145bps 1bp
- Other expenditure 5883.7 5548.4 5557.4 5.9 6.0
(% of net sales) 6.8 6.2 8. -131bps 62bp
Total expenditure 70,720 71,803 55,63 27.1 (1.5
EBITDA 15,241 17,296 12,528 21.7 (11.9)
EBITDA Margin (%) 17.7 19.4 18.4 -65bps -168bp
Depreciation 661.7 650 632. 4.6 1.8
EBIT 14,579 16,646 11,89 22.6 (12.4)
Interest 20.4 10.2 9. 124.2 100.0
Other Income 2836 3691.8 5326. (46.8) (23.2)
PBT 17,395 20,328 17,21 1.1 (14.4)
Tax 4074.2 4765 4109.4 (0.9) (14.5)
Adjusted PAT 13,321 15,563 13,103 1.7 (14.4)
Reported PAT 13321 15563 1310 1.7 (14.4)
Adjusted EPS (INR) 46.10 53.80 45.30 - -
Total Volumes (Nos) 11,69,664 13,06,810 9,91,96 17.9 89.
Net Realisation (INR) 73,492 68,180 68,71 7.0 7.8
EBITDA / Vehicle (INR) 13,030 13,235 12,629 3.2 (1.6)

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg

Other Concall highlights

New products. /upgrades outlook: White spaces will continue with strategy of putting products.

Exports robust — 2w 200k/month. Q4 was finest ever. Back of very high Q3. Q4 highest ever sales month in Jan.
able to breach 2mn export milestone. Market share in motor cycle is up and is up significantly in 3w. export share
from pulsar/dominar 13% to 16% in FY21. No.1/2 — 77% revenue comes from no.1 regions. Ability to manage
competitive threat. KTM exports powered by surge in Europe, Australia,

Price hike mostly ahead of competition. Shows resilience. Frequency of shipping causing 10-15% spill over of
order book.

Electric scooter chetak — international vendor partners — should be able to give clear visibility on components in
May/June and thus maximize opposite for chetak. Capacity is determined by the ability of vendor. Outside the
country/system they are facing issues. On the demand side — closed bookings in 48hrs. target monthly 1000
units. Rs 15k price hike and Rs 28k price hike vs attractive price of Rs 1 lakh.

Other expenses — has come off as percentage of sales due to cost control measures. Costs will come back to
previous levels as costs are deferred. Giving scheme should be netted off from income. Q4 would not be the right
base to make. Where cos is not able to recover cost increase, they will go low on promotion activities.

Immediate outlook — Demand situation could be drastically impacted if covid progresses. Will try and evaluation
covid impact on domestic market. Supply chain are managed much better. Local level dialogue with
administration has been much better. Supply chain should not be impaired. Remain optimistic that demand
should recover as vax progresses and covid situation improves. Will continue to drive premium portfolio. Bottom
half of pyramid will continue to upgrade products. New fresh launch and colours of pulsar 125c ct110 and top
end platina is dispatched to market. these should hold up as demand recovers. Positioned for marriage season in
north. Strong proposition to customer.
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0 Ltd.

Financials (Standalone)

Profit & Loss Statement

Balance Sheet

Particulars (INRmn)  FY19 FY20 FY21 FY22E Fy23ejParticulars (INR
Net sales 3,03,575| 2,99,187] 2,77,411] 3,01,684| 3,35,171] ALl FY19 FY20 FY21 FY22E FY23E
Growth, % -1 B 4 9 14| [Cash & bank 9,228] 3,083 5,274 13,501 17,651
e 517977 210083 196,097 211782 2.30 609 | VeStments 1,91,59411,81,960[2,26,3102,24,0462,35,249
EXpenses 2=t 12 EA 122 125 Debtors 25,597 17,251 27,169 29,755 33,058
Employee expenses 12,554 13,892 12,860 14,403 15,483 Inventory 9,615 10,635 14,939 16,531 18,366
Other expenses 21,1200 24,249 19,170 22,626 26,143 |Loans & advances 380 38§ 372 409 450
EBITDA (Core) 51,924 50,962 49,285 52,873 60,936 [Othercurrent
. assets 19,271| 16,827 24,431 25,652 26,935
Growth, % 11 -2 -3 7 15 ITOtaI current
Margin, % 17.1 17.0 17.8 17.5 18.2 lassets 64,091 48,181 72,183 85,847 96,460
Depreciation 2,657 2,464 2[593 2’577 2,659 Gross fixed assets 51,790 53,763 55,875 58,913 59,413
EBIT 49,268 48,498 46,692 50,295 58,278 Less: Depreciation | 33,786| 36,250 38,843 41,421 44,079
o % 3 ) p ] 1 IAdd: Capital WIP 115 465 160 160 160
rowth, % - u Net fixed assets 18,120| 17,978 17,191 17,652 15,493
Margin, % 16.2 16.2 16.8 16.7 174 fotal assets 2,24,471)2,04,3602,58,841]2,66,283(2,79,663
Other income 14,389 17,336 12,765 13,0200 13,150 [Current liabilities | 47,781 41,374 55,300 59,564 65,807
Interest paid 45 32| 67 51| 49  |Provisions 1,552] 2,385 1,544 1,698 1,732
. ITotal current
Non-recurring Items 3,420 0 0 0 0 R
g liabilities 49,333 43,758 56,843 61,262 67,539
Pre-tax profit 67,031 65,802 59,390 63,264 71,379 Non-current
Tax provided 20,280 14,802 13,844| 15,310 17,488 [iabilities 1,75,138/1,60,602]2,01,9972,05,021/2,12,124
Profit after tax 46,751 51,000 45,546 47,954 53,801 [Total liabilities 6,672 5,105 6,818 6,818 6,818
Others (Minorities, Paid-up capital 2,894 2,894 2,894 2,894 2,894
IAssociates) E i i 4 i Reserves & surplus|2,14,905[1,96,361|2,49,1292,56,572/2,69,951]
Net Profit 46,751 51,000 45546 47,954 53,891 [hareholders
5 equity 2,17,799/1,99,255(2,52,023/2,59,4652,72,845
Growth, % 26 9 -11] 5 12 Fotal equity &
Net Profit (adjusted) | 46,751.4 51,000 45,546 47,954 53,891 |iabilities 2,24,471)2,04,3612,58,841]2,66,283(2,79,663

Cash Flow Ratios

Particulars (INR mn) FY19 FY20 FY21 FY22E FY23E FY20  FY21 FY22E
Pre-tax profit 63,611 65,802] 59,390 63,264 71,379

EPS (INR) 161.6 176.2 157.4 123.3] 138.5
Depreciation 2,657 2,464 2,593 2,577 2,659
IChg in working capital -13,060 4,189  -8,726| -1,018 -185) PER (x) 23.7 218 244 311 277
Total tax paid -18,186 -15,473 -13,481 -15310 -17,488 [Price/Book (x) 35 3.8 3.0 4.0 38
CFO 21,967] 11,966/ 63,826 9,845 -5,273) |EV/EBITDA (x) 8.8 8.8 5.6 18.5 17.9
Capital expenditure -1,429  -2,322] -1,806] -3,038 -500 EV/Net sales (x) 2.0 2.1l 1.7 2.7 2.7
IChg in marketable
securities 0 0 0 0 0 [RoE (%) 28.2 32.4 36.6 10.7 11.8
Chg in investments -15,711 9,634 -44,350 2,263 -11,202 RoCE (%) 37 39 47 24 32
ICFI 9,528 24,429 -33,392] 30,976 27,438 Fixed Asset
Free cash flow 20,538 9,643 62,020 6,807 -5,773  {turnover (x) 5.9 5.6 5.0 5.1 5.6
Debt raised/(repaid) -181  -641 -4 0 0 Dividend Yield (%) 23 45 5.3 3.9 3.9
Dividend (incl. tax) -20,314] -51,951 -87| -40,5121 -40,512 .

Receivable (days) 32 22 32 37 37
ICFF -20,540 -52,623 -158 -40,562 -40,560

j Inventory (days) 14 16| 24 22 23

Net chg in cash 10,955 -16,228 30,277 258 -18,395
Opening cash balance 7,780 9,228 3,083 5274 13501 [Payable (days) 55 47 73 66 67
Closing cash balance 9,228 3,083 5,274 13,501 17,651 [Net D/E ratio (x) (0.9) (0.8) (0.8) (0.7) (0.4

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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