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Result Update-Q1FY18

TVS Motors

Subdued Performance 17" August, 2017

TVS Motor’s (TVSL) Q1FY18 performance was disappointing as it reported
subdued financials on all the parameters, primarily impacted by one time dealer
compensation on old inventory and discontinuation of excise benefit from HP
plant. During the quarter the company recorded total sales of 8.02 lakh units.
Revenue:

TVSL’s net revenues grew 19.2% YoY and 19.5% QoQ to Rs. 3400 cr in Q1FY18,
as company’s volume grew by 11.7% YoY, while its Average Selling Price rose
6.7% YoY. Exports increased by 17.5% YoY in the quarter. TVSL took price hike of
~Rs 500-1000 on its two wheelers in Q1FY18, which benefited company to
nullify the cost escalation to some extent in Q1FY18.

EBIDTA:

TVSL's EBITDA was up 5.7% YoY and 31.1% QoQ to Rs. 212cr in Q1FY18. Its
reported EBIDTA margins declined by 11.3% YoY (up 9.7% QoQ) to 6.2% . It was
impacted by one time spillover charge of Rs 6 cr on BS-lll inventory as well as
compensation given to dealers on old inventory amid GST implementation.
Employee expenses rose 15.2% YoY and 20.3% QoQ to Rs. 209 cr in Q1FY18.

Net Profit:

TVSL’s PAT stood at Rs. 130cr in Q1FY18, up 7% YoY and 2.4% QoQ. Its profit was
boosted up by higher non operating income of Rs 57.1 cr (up 57.8% YoY), due to
onetime government’s grant of Rs 9.67cr. Its depreciation was higher by 18.8%
YoY to Rs 78 cr due to new accounting standard. Its tax rate stood at 27.8%,
increased by 113% YoY and 414% QoQ, due to discontinuation of tax benefit
from HP plant and reduction of tax benefit on R&D. TVSL's EPS was at Rs. 2.73 in
Q1FY18.

Conference call highlights: 1) Vehicle prices are likely to be increased by ~1% in
2HFY18 to offset the negative impact of higher commodity prices and expiry of
tax benefits at Solan plant.

2) Market share gains expected, on the back of new products and robust
growth in scooters. In domestic market, management expects to ramp up share
from 14.2% in FY17 to ~16% in FY18.

3) Product launches planned in premium motorcycles (TVS-BMW 300cc model)
and scooters (125cc model, hybrid/electric models).

4) Production capacity stands at ~4mn units, which is being expanded to
~4.5mn units by end FY18.

> VALUATION: Scooter portfolio stands well positioned however, considering 3
wheeler exports our view on stock remain cautious, the stock at Rs. 585 trades
at 35.8x of our estimated FY19 EPS of Rs 16.3 per share. We have assigned a
price target of Rs 538 per share based on PE of 33x its FY19 estimates. We
recommend ‘Reduce rating on the stock.

Y/E March, (in Rs crore) FY17 FY18E FY19E
Income from operations 12,135 14,002 16,243
yoy% 9 15 16
Operating EBIDTA 857 938 1,285
Operating EBITDAmargin % 7.1 6.7 7.9
Adjusted PAT 558 588 776
yoy% 30.0 5.4 31.8
EPS 11.7 12.4 16.3
P/E (x) 34.8 47.2 35.8

Source: - Companv data. Arihant Research
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Quarterly P&L in Rs crore Q1FY18 Q1FY17 Q4FY17 YoY QoQ
Units sold 8,02,108 7,17,964 6,74,870 11.7% 18.9%
Net Realization per unit 42,382 39,732 42,149 6.7% 0.6%
Net Sales 3,400 2,853 2,845 19.2% 19.5%
Other Operating Income 0 28 0

Income from Operations 3,400 2,881 2,845 18.0% 19.5%
Materials Consumed 2,535 2,090 2,136 21.3% 18.7%
RM Cost perunit 31,606 29,115 31,654 8.6% -0.2%
Contribution Per Unit 10,777 10,617 10,494 1.5% 2.7%
Contribution margin % 25.43% 26.72% 24.90% -4.8% 2.1%
Employees Cost 209 181 174 15.2% 20.3%
Other Expenditure 444 409 373 8.5% 18.9%
Total Expenditure 3,188 2,681 2,683 18.9% 18.8%
Operating EBITDA 212 200 162 5.7% 31.1%
Margin 6.23% 7.02% 5.68% -11.3% 9.7%
Core EBITDA 212 172 162 23.1% 31.1%
Margin 6.23% 6.03% 5.68% 3.3% 9.7%
Depreciation 78 66 77 18.8% 1.1%
Other Income 57 36 63 57.8% -9.7%
Interest 11 10 13 9.6% -19.0%
PBT before Exceptional ltems 180 161 134 11.8% 34.1%
Exceptional Items (net) 0 0 0

PBT 180 161 134 11.8% 34.1%
Tax Expense 50 40 7 26.3% 589.2%
Net Profit after Tax 130 121 127 7.0% 2.4%
Effective Tax Rate 27.8% 24.6% 5.4% 13.0% 413.9%
Extraordinaryitem 0.00 0 0.00

PAT after extraordinary item 130 121 127 7.0% 2.4%
EPS 2.73 2.55 2.67 7.0% 2.4%

Generating Wealth. Satisfying Investors.
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Profit and Loss Account, Year Ending March

Particulars, in Rs crore
Net Sales
YoY%
Other Operating Income
Income from Operations
Materials Consumed
Total Expenditure
Operating EBITDA
Operating EBITDA margin %
Depreciation
Operating EBIT
Other Income
Interest
PBT
Tax Expense
Reported Net Profit
YoY%
Effective Tax Rate
Reported EPS

FY17
12,135
9.2
12,135
8,853
11,278
857
7.06
288
569
173
a4
699
141
558
30.0
20.1
11.7

Cash Flow Statement, Year Ending March

Particulars, in Rs crore
Operating Activities

PBT

Add Depr + non op exp
Others

Total

Cash Taxes

Changes in Working Cap

Cash Flow from Operations

Investing Activities
Change in investments
Capex

Others

Cash Flow from Investing

Financing Activities
Dividends + Taxes paid
Change in Non Curr Liab
Cash Flow from Financing
Opening Cash

Changes during year
Other bank balances

Closing cash

FY17

699
288
(82.1)
904
(129)
(51)
724

(194)

(612)
58

(748)

(141.3)
69
(72.7)
26.9
(96.9)
78.2
8

Source: Company data, Arihant Research

FY18 E
14,002
15.4
14,002
10,334
13,064
938
6.70
291
648
200

42
806
218
588

27.0
124

FY18 E

806
291
(90.4)
1,006
(240)
(121)
645

(32)

(639)
10

(662)

(96.1)
113
16.9
8.1
0.4
1.2
10
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FY19 E
16,243
16.0
16,243
11,871
14,957
1,285
7.91
374
911
200
49
1,062
287
776
31.8
27.0
16.3

FY19 E

1,062
374

(99.4)
1,337

(310)
190
1,218

(284)

(900)
11

(1,174)

Balance Sheet, Year Ending March

Particulars, in Rs crore
Liabilities + Equity

(a) Share capital

(b) Reserves and surplus
Shareholders' funds
Non-current liab & Prov
Current liabilities

Total - Equity and liabilities

Assets

Non-current assets

Fixed assets

Long Term Inv

Loans + Adv+ Others
Non-current assets
Current assets

Cash

Other Current Assets
Sub-total - Current assets

Total - Assets

Ratio Analysis

Profitability
Operating EBITDA%
Core EBITDA%
PAT%

ROAE%

Du Pont ROAE breakup
PAT / Sales

Sales / Avg Total Assets
Avg Total Assets / Avg Eqty
ROE

Other Ratios

Current Ratio

Long Term Debt / Equity
EPS

DPS

Dividend Payout ratio

P/E

BVPS

P/BV

FY17

48
2,361
2,408

645
2,851
5,905

2,046
1,588

84
3,853

2,041
2,052
5,905

FY17

34.8
50.7
8.1

FY18 E

48
2,804
2,851

694
3,090
6,635

2,256
1,636

144
4,036

10
2,588
2,599
6,635

FY18 E

6.7

6.7

4.2
22

4.2
2.3
2.3
224

0.8
0.1
12.4
2.5
20
47.2
60.0
9.7
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FY19 E

48
3,465
3,513

765
3,247
7,525

2,648
1,645

167
4,460

50
3,013
3,065
7,525

FY19 E

7.9

7.9

4.8
24

4.8
2.3

2.2

24.4

0.9
0.1
16.3
2.5
15
35.8
73.9
7.9
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Arihant Research Desk

E. research@arihantcapital.com
T.022-42254868

Head Office
#1011, Solitaire Corporate park,

Building No. 10, 1% Floor,
Andheri Ghatkopar Link Road,
Chakala, Andheri (E).

Mumbai - 400093

Tel: (91-22) 42254800

Fax: (91-22) 42254880

Stock Rating Scale

Absolute Return

Buy >20%
Accumulate 12% to 20%
Hold 5% to 12%
Neutral -5% to 5%
Reduce <-5%
INH000002764

SMS: ‘Arihant’ to 56677

Sector -Auto

Registered Office

E-5 Ratlam Kothi

Indore - 452003, (M.P.)
Tel: (91-731) 3016100
Fax: (91-731) 3016199

www.arihantcapital.com

research@arihantcapital.com

Arihant is Forbes Asia’s ‘200 Best under a $Bn’ Company

‘Best Emerging Commodities Broker’ awarded by UTV Bloomberg (2011)

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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