\ "WAY2WEALTH

A COFFEE DAY COMPANY

Research Desk -Q:Ij:
Bajaj Auto Ltd. -

Key Result Highlights — Q4FY19

Bajaj Auto Ltd. reported its Q4FY 19 results. Following are the key highlights.

Q4FY19 Result Highlights

» Bajaj Auto revenue grew by 9% YoY to 37395 Cr for Q4FY19, while on a sequential
basis revenue remained flat.

» Overall volumes grew by 14% YoY aided by domestic motorcycles division reporting
growth 23%, while commercial vehicles segment de-grew by 16% YoY.

» Realizations were also weak for the quarter with a de-growth of 5% YoY, while it
improved 5.3% sequentially.

»  EBITDA margins contracted by 37 1bps YoY to 15.7% due to adverse mix.

Earnings and Concall Highlights
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(¥ mn)

Year FY18 FY19 FY20E
Revenue 251,649 302,500 308,454
EBITDA 47,816 49,790 49,973
PAT 42,189 49,276 53,553
EPS () 146 170 185

Source: Company, Way2Wealth Inst. Equity

Tausif Shaikh

0 Motorcycle division recorded a growth of 17% YoY (de-growth 7.0% QoQ). Domestic
motorcycle division reported of 22% YoY (de-growth of 5%), while exports recorded a
growth of 9% YoY (de-growth of 10% QoQ) in Q4FY19.

O  Market share for domestic motorcycle segment rose by 470bps YoY to 20% in 4QFY19.

o The management remained cautious about the industry growth rate for FY20. They
haven't given any guidance figure for the company, but they remain optimistic to
outpace industry growth rates by new product launches, branding and marketing
initiatives.

o 3W volumes were almost flat for Q4FY19 (growth 6% QoQ). Growth in this segment
was mainly because of exports (growth 34% YoY). The Company sold the highest ever
number of units in the current fiscal. Exports to Egypt may remain under pressure
because of regulatory concerns. This may create a hang on the 3W business as Egypt is
a large component of this segment

o In FY19, exports of motorcycle witnessed volume growth of 22% mainly because of the
African region. Favourable crude price and stable Africa currency against the US dollar
were the main factors for the favourable trend. Whilst the Middle East region remains a
concern going ahead due to the regulatory environment in Egypt.

o The company has upgraded and re-launched the latest version of Avenger (160cc).
Bajaj in on track to launch its e-scooter in FY20.

o The management expects EBITDA margins will largely remain range bound because the
positive impact of softening commodity prices will be offset by domestic market
competition

o Receivables have increased during the quarter, due to credits given to dealers.
O The management has guided for further new product launches, in the next 6-9 months.

The new product launches will include entry level as well as mid-level products.

Valuations and Recommendations

Tel: +9122-6146 2974
tausifshaikh@way2wealth.com

On a consolidated basis, the stock at 2980 is trading at a PE multiple of 16.1x FY20E and
an EV/EBITDA of 13x FY20E. We revise our rating on the stock from BUY to HOLD because
margins can remain under pressure or stay in a similar range for next few quarters due to
the slowdown in the automobile industry.
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Quarterly Results
(¥ mn)
Q4FY19 Q4FY18 YoY(in %) Q3FY18 QoQ(in %)
Income from operation 73,952 67,733 9% 74,094 0%
Cost of material consumed 50,425 44,886 12% 50,334 0%
Purchases of stock-in-trade 4,018 3,390 19% 4,091 -2%
Changes in inventories (993) (1,306) -24% (453) 119%
Raw Material 53,450 46,969 14% 53,972 -1%
Staff Cost 3,128 2,663 17% 3,173 -1%
Expenses Capitalised (109) (76) 43% (86) 27%
Other expenditure 5,866 5,020 17% 5,482 7%
Total Expenditure 62,335 54,577 14% 62,540 0%
EBITDA 11,617 13,156 -12% 11,554 0.5%
Depreciation 608 879 -31% 634 -4%
EBIT 11,008 12,277 -10% 10,920 1%
Interest 3 3 -3% 36 -92%
Other Income 4,328 3,657 18% 4,700 -8%
PBT 15,333 15,932 -4% 15,584 -2%
Exceptional ltems 3,420
Current Tax 3,582 4,434 4,475
Deferred tax 2,121 705 97
Fringe benefits Tax
Tax 5,703 5,138 11% 4,572 25%
PAT 13,051 10,793 21% 11,012 19%
Extraordinary
Share of PAT in JV 1,034 961 8% 1,196 -14%
Reported PAT 14,084.9 11,754.7 20% 12,207.7 15%
Other comprehensive income, net of tax 993.1 (79.0) -1357.1% 1,200.2 -17.3%
Total other comprehensive income, net of tax 15,078.00 11,675.70 29.1% 13,407.90 12.5%
Equity 2894 2894 0.0% 2894 0.0%
EPS 45.1 37.3 20.9% 38.1 18.5%
Margins Q4FY19 Q4FY18 YoY(bps) Q3FY18 QoQ(bps)
Gross margins 27.7% 30.7% -293.2 27.2% 56.5
EBITDA 15.7% 19.4% -371.6 15.6% 11.5
PAT 17.6% 15.9% 171.2 14.9% 278.6
Tax Rate 37.2% 32.3% 493.9 29.3% 785.2
Segmental Q4FY19 Q4FY18 YoY(in %) Q3FY18 QoQ(in %)
Motorcycle
Domestic 6,10,094 4,97,587 23% 6,44,093 -5%
Exports 3,91,889 3,58,802 9% 4,34,291 -10%
Total 10,01,983 8,56,389 17% 10,78,384 7%
Commercial Vehicles
Domestic 1,02,258 1,22,229 -16.3% 91,018 12%
Exports 89,349 66,760 33.8% 90,426 -1%
Total 1,91,607 1,88,989 1.4% 1,81,444 6%
Sales in numbers 11,93,590 10,45,378 14.2% 12,59,828 -5%
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Financials
(¥ mn)
Income Balance Sheet FY16 FY17 FY18 FY19E FY20E
FY16 FY17 FY18 FY19E FY20E
Statement Equity capital 2,894 2,894 2,894 2,894 2,894
Net sales 2,25,865 2,117,667 2,51,649 3,08,454 3,56,349 Reserves 1,37,309 1,75,672 2,01,359 2,26,118 2,57,031
YoY (%) 4.5 (3.6) 15.6 22.6 15.5 Net worth 1,40,203 1,78,566 2,04,252 2,29,011 2,59,924
Total borrowings 1,179 1,199 1,208 1,208 1,208
Raw material cost  1,50,569 1,46,242 1,74,101 2,22,655 2,57,227 Deferred Tax 2,028 3,136 3,234 3,234 3,234
Employee Cost 9,171 9,974 10,695 12,800 14,432 Other Long Term
i 1,183 1,347 1,602 1,602 1,602
Admin Expenses 18,315 17,258 19,037 23,026 25,889 Liabilities
Total expenses 1,78,054 1,73,473 2,03,833 2,58,481 2,97,547 Total Liabilities 1,44,593 1,84,248 2,10,296 2,35,055 2,65,968
EBIDTA 47,811 44,194 47,816 49,973 58,802 Gross block 44,349 45,332 47,831 50,331 55,331
9 21.29 20.39 19.09 16.29 16.59 Less: Acc.
(%) & ° & & o lLessihce 24092 25900 29,048 32,364 35935
Growth (%) 16% -8% 8% 5% 18% depreciation
Net block 20,257 19,433 18,784 17,967 19,396
Depreciation 3,072 3,073 3,148 3,317 3,570 Work in progress 522 422 565 565 565
EBIT 44 41,121 44 4 ,232
739 ! 668 6,656 55,23 Investments 1,10,672 1,55356 1,88,946 2,15946 2,45946
Interest 11 14 13 13 13 Other non-current
8,262 8,262 8,262
Other income 9,846 12,222 12,123 14,859 17,166 assets 6,822 6,982
PBT 54,575 53329 56778 61,502 72,385
Inventories 7,191 7,284 7,426 9,497 10,971
(-) Tax 16,177 15,081 17,145 19,066 22,439 Debtors 7179 9,533 14,919 18,286 21,126
Tax/ PBT 29.6 28.3 30.2 31.0 310 Coh 8,670 3,014 7,927 9,503 11788
PAT 38,398 38249 39,633 42,437 49945  Loonsend 11,089 14,354 4,583 5,424 6,134
YoY (%) 21.8 (0.4) 3.6 7.1 177~ odvances
4,1 4,1 4,854 42,711 1
PAT(%) 17.0%  17.6%  157%  138%  140%  CUrrentassets 34130 34185 3485 4 50,019
' Current liabilities 26,337 30,762 39,701 48,662 56,218
Share of profitof 144 25462 28761 322123 3607.78
associates - . . . . Provisions 1,473 1,367 1,413 1,732 2,001
Extraordinary 0 0 320 0 0 Net current assets 6,319 2,056 -6,260 -7,684 -8,201
Reported Profit 40,612 40,795 42,189 45,658 53,553 Total Assets 1,44,593 1,84,248 2,10,296 2,35,055 2,65,968
Key Ratios FY16 FY17 FY18 FY19E FY20E Cash Flow FY16 FY17 FY18 FY19E FY20E
EPS 140 141 146 170 190 Net profit 40,612 40,795 42,189 45,658 53,553
Book value 485 617 706 804 915 Depreciation 3,072 3,073 3,148 3,317 3,570
Cash /Share 72 215 222 278 344 Deferred tax -238 504 681 0 0
Change in W/C -10,676 -1,394 13,229 3,001 2,802
P/E (x) 17.5 17.6 15.8 Operating cash
32,770 42,978 59,247 51,976 59,925
EV/EBDITA (x) 14.1 15.8 13.0 flow
P/B (x) 3.6 37 3.3
Capex 3,995 -882 -2,642 -2,500 -5,000
ROCE 29.6% 23.3% 20.1% 18.9% 20.0% Investments -20,820  -44,683 -33,590  -27,000 -30,000
ROE 30.6% 24.0% 20.7% 19.4% 20.5% Investing cash flow -16,825 -45,566 -36,232 -29,500 -35,000
Free cash/Share 127.1 145.5 195.6 187.2 195.9 Free Cash Flow 36,765 42,096 56,605 49,476 54,925
Dividend/Share 55 55 60 60 65
Dividend Yield 2.2% 2.2% 2.4% 2.0% 2.2% Dividend and other -21,050 -19,812 -22,507 -20,900 -22,640
Equity 7,793 16,723 4,396 0 0
Fixed Asset Turnover 10.1 11.0 13.2 16.2 18.5 Debt 55 20 9 0 0
Avg Net WC Days -12 -3 -11 -19 6.8 Financing cash flow -13,202 -3,069 -18,102 -20,900 -22,640
Net W/C (% of
-1.0% -0.4% -5.6% -5.6% -5.6%
sales) Net change in cash 2,743 -5,657 4,913 1,576 2,285
Revenue/Day 618.8 596.3 689.4 828.8 980.4 Opening cash 5,927 8,670 3,014 7,927 9,503
Other Income (%PBT) 18% 23% 21% 25% 25% Closing cash 8,670 3,014 7,927 9,503 11,788
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Disclaimer

Analyst Certification: |, Tausif Shaikh, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect 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(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in
this research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall
revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to
achieve and maintain independence and objectivity in making any recommendations.

It is confirmed that Tausif Shaikh, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from
other business. Neither Way2Wealth 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 profits that may arise from or in connection with the use of the
information contained in this report.

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. Way2Wealth 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. The contents of this material are general and are neither
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers. This material does not take
into account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth 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. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other
jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should
inform themselves about, and observe any such restrictions.

The report is based upon 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. Way2Wealth or any of its affiliates or employees makes no
warranties, either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of
suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or
update the information or opinions in it. Way2Wealth 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. The recipients of this report should
rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect,
special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such
damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are
subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These
uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or
markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure
of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to
participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed
without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons
involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the
securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be
treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement in Bajaj Auto Ltd. as on May 22", 2019

Name of the Security Bajaj Auto Ltd.
Name of the analyst Tausif Shaikh
Analysts’ ownership of any stock related to the information NIL
contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained
Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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