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Sep’22 wholesales suggest a good festive season

PVs/CVs demand stable, festival demand to aid 2Ws sales

2Ws/PVs/CVs were inline, while tractors were above est (ex. BIJAUT and MM as numbers

are yet to be released). PV wholesales have doubled YoY due to easing of chip shortages

and strong demand. Domestic 2W wholesales inventory buildup for the upcoming festival
season has started. CV demand has remained stable, with AL outperforming its peers.

Among 2Ws, TVSL was inline, HMCL was below est., while RE was above est. 2W/ PV/ CV/

3Ws/ tractors sales volumes grew 7.5%/103%/18%/18%/39% YoY.

m  2Ws - Inline; grew 7.5% YoY: The upcoming festival season (Navratras and
Diwali) is a crucial period for 2W retails. Festivals such as Ganapati and Onam
had an encouraging start. Dealer inventory stands at 50-60 days as per our
channel checks. In 2Ws, while HMCL registered a 2% YoY decline (to 520k units),
TVSL grew 9% YoY to 379k units despite weak exports. RE grew 145% YoY/ 17%
MoM to 82.1k units.

m  PVs—Inline; grew 103% YoY: Retail demand continues to remain strong and

It is the second best month
for the company in 42
months. It is the first time
ever that the one million
sales mark was breached by
the industry in a quarter.
Even the first six month
wholesales are best ever for
the industry with sales of

19.37 lakh units. easing chip shortages has led to a decline in waiting periods. Wholesales in
_ Shashank Sep’22 doubled on a low base, which was affected due to chip shortages. In PVs,
Srivastava,Executive MSIL/TTMT PVs grew 104%/85% YoY to 176.3k/47.9k
director, Maruti Suzuki m  CVs—lInline; grew 18% YoY: M&HCV volumes were above est. and LCV volumes

were below est. M&HCV/LCV volumes grew 32%/5% YoY. In CVs, wholesales for
AL/TTMT/VECV grew 84%/5%/9% YoY.

m Tractors — Above est., grew 39% YoY: While monsoons have been above long
period average (LPA), but are still deficient in key states such as
UP/Bihar/Jharkhand/WB. Only ESC reported its numbers, which were above our
estimates at 12.2k units; grew 39% YoY

Key highlights of monthly volumes

m  2W exports continued to be stressed as reflected by TVS export wholesales that
declined 12% YoY to 77.8k units.

m  RE saw a strong 17% MoM improvement to 82k units (+145% YoY), driven by the
first month of Hunter sales.

m AL continues to recover market share as reflected in substantial outperformance
v/s peers (AL grew 84% YoY to 17.5k units v/s TTMT/VECV growth of 5%/9% YoY)

m ESC was a strong beat, driven by inventory build-up for the festive season and
market share recovery, led by higher discounts.

Surprise (Variance %) In line (Variance %) Disappointment (Variance %)
EIM — RE (11%) TVS Motor (+3%) HMCL (-7%)
AL (+14%) MSIL (0%)
EIM — VECV (17%) TTMT (-3%)

Escorts (+33%)

Valuation and view: Easing semiconductor supplies boost PV retails and CVs continue to
grow on increasing economic activities & high capacity utilization. The 2W segment
demand hinges on the festive season, which seems to have received an encouraging
start. We prefer 4Ws over 2Ws, on the back of strong demand and offer a stable
competitive environment. We expect the CV cycle to maintain its momentum. We
prefer companies with: a) higher visibility in terms of a demand recovery, b) a strong
competitive positioning, c) margin drivers, and d) balance sheet strength. MSIL and AL
are our top OEM picks. Among auto component stocks, we prefer BHFC and APTY. We
also like HMCL as a pure play on the expectations of domestic demand recovery.
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Snapshot of volumes for Sep-22 (incl Exports) *

" Automobiles

YoY MoM
Company Sales Sep-22 Sep-21 (%)::; Aug-22 (%“)":x FY23YTD (%) chg FY23E  Gr (%)
2w 9,63,806 8,96,386 7.5 8,48,259 13.6 50,51,051 -17.6 1,01,83,771 -18.7
Cars 1,40,749 68,223 106.3 1,34,327 4.8 8,02,318 34.0 15,95,578 -0.1
Uvs + MPVs 80,916 40,751 98.6 74,826 8.1 4,36,677 -2.1 9,01,047 -16.7
PVs 2,21,665 1,08,974 103.4 2,09,153 6.0 12,38,995 18.6 24,96,624 -6.8
3Ws 17,282 14,645 18.0 18,248 -5.3 96,507 -69.7 1,96,322 -70.9
M&HCVs 32,660 24,756 31.9 26,228 24.5 1,68,144 75.9 3,72,393 35.2
LCVs 28,894 27,409 5.4 27,759 4.1 1,72,832 40.4 3,66,999 20.6
CVs 61,554 52,165 18.0 53,987 14.0 3,40,976 55.9 7,39,392 27.6
Tractors 12,232 8,816 38.7 6,111 100.2 50,500 -78.6 98,939 -78.0
* 2W: HMCL, TVSL,EIM ; PVs: MSIL & TTMT; 3Ws:TVSL ; CVs: TTMT, AL, EIM; Tractors: ESC
Snapshot of volumes for Sep-22
YoY — MOMM - Residual |R:/|e5i(::?l I:\:ZE!::;D
o o on on
Company Sales Sep-22 Sep-21 (%) | Aug-22 (%) FY23 Fy22 (%) FYZS Gr. | Growth Run ! Run Y
YTD YTD chg | estimate (%) (%)
chg chg rate rate
Maruti Suzuki 1,76,306 86,380 104.1(1,65,173 6.7 | 9,85,326 7,33,155 34.4 (20,09,682 21.6 114 1,70,726 1,64,221
LCVs 2,505 3,304 -24.2| 3,371 -25.7| 19,509 12,716 53.4| 40,574 20.0 -0.1 3,511 3,252
Vans 12,697 7,844 619| 11,999 5.8 69,510 50,350 38.1| 1,33,264 23.0 9.9 10,626 11,585
Mini Segment 29,574 14,936 98.0 | 22,162 33.4| 1,21,056 1,02,322 18.3| 2,34,270 10.6 3.4 18,869 20,176
C_ompaFt 73,694 22,475 227.9| 75,058 -1.8 | 457,262 3,09,676 47.7 | 9,10,230 25.2 8.5 75,495 76,210
(incl Dzire Tour)
Mid Size - CIAZ 1,359 981 38.5| 1,516 -104 6,926 7,095 -2.4 15,203 -4.2 -5.7 1,379 1,154
UVs 35,074 19,275 82.0| 29,586 18.5| 1,78,431 1,46,069 22.2 | 4,04,450 27.5 32.0 37,670 29,739
Domestic 1,54,903 68,815 125.1|1,43,692 7.8 | 8,52,694 6,28,228 35.7|17,37,991 3.8 -15.4 1,47,550 1,42,116
Export 21,403 17,565 21.9| 21,481 -04 | 1,32,632 1,04,927 26.4 | 2,71,691 14.0 4.2 23,176 22,105
Tata Motors 82,754 59,156 39.9 | 78,843 5.0 | 4,74,635 2,86,054 65.9 | 9,66,785 33.1 11.8 82,025 79,106
HCV's 14,736 13,626 8.1 | 12,846 14.7 | 80,252 52,111 54.0| 1,82,050 26.0 10.2 16,966 13,375
LCV's 20,154 19,632 2.7 | 18,646 8.1 | 1,21,205 84,921 42.7 | 2,57,218 22.8 9.2 22,669 20,201
CV's 34,890 33,258 4.9 | 31,492 10.8| 2,01,457 1,37,032 47.0 | 4,39,268 24.1 9.6 39,635 33,576
PVs 47,864 25,898 84.8 | 47,351 1.1 | 2,73,178 1,49,022 83.3| 5,27,517 41.7 14.0 42,390 45,530
Hero MotoCorp 5,19,980 5,30,346 -2.0 |4,62,608 12.4 |28,18,361 24,63,112 14.4 |56,13,734 13.5 12.7 4,65,895 4,69,727
Ashok Leyland 17,549 9,533 84.1 | 14,121 24.3 | 84,946 45,530 86.6 | 1,81,706 41.6 16.9 16,127 14,158
M&HCV 11,314 5060 123.6| 8,379 35.0| 52,828 22,564 134.1| 1,12,499 52.3 16.3 9,945 8,805
LCV 6,235 4,473 394 | 5,742 8.6 32,118 22,966 40 69,207 27.1 17.8 6,181 5,353
TVS Motor 3,79,011 3,47,156 9.2 |3,33,787 13.5 |19,34,228 15,74,463 22.9 |39,14,796 18.3 14.1 3,30,095 3,22,371
Motorcycles 1,69,322 1,66,046 2.0 |1,57,118 7.8 | 9,10,442 8,43,896 7.9 |18,18,470 5.0 2.3 1,51,338 1,51,740
Scooters 1,44,356 1,04,091 38.7 |1,21,866 18.5| 6,84,493 4,04,297 69.3 |13,94,803 51.2 37.1 1,18,385 1,14,082
Mopeds 48,051 62,374 -23.0| 36,555 31.4| 2,42,786 2,40,060 1.1 | 5,05,200 4.5 7.8 43,736 40,464
Three-Wheelers 17,282 14,645 18.0| 18,248 -5.3 96,507 86,210 11.9| 1,96,322 14.2 16.5 16,636 16,085
Domestic 2,86,036 2,44,897 16.8 (2,40,676 18.8 |12,97,989 9,31,039 39.4 |26,28,902 27.8 183 2,21,819 2,16,332
Exports 92,975 1,02,259 -9.1 | 93,111 -0.1 | 6,36,239 6,43,424 -1.1 |12,85,894 2.6 6.5 1,08,276 1,06,040
Eicher Motors
Royal Enfield 82,097 33,529 144.9| 70,112 17.1| 3,94,969 2,47,067 59.9 | 8,51,563 41.4 28.5 76,099 65,828
VECV 6,610 6,070 8.9 5,003 32.1| 35,064 20,940 67.4| 77,844 364 18.4 7,130 5,844
Domestic LMD 3,613 3,853 -6.2 | 2,670 353 | 16,882 11,850 42.5| 25,116 22.0 -5.8 1,372 2,814
Domestic HD 1,673 1,094 529 | 1,045 60.1 7,746 3,918 97.7 7,714 50.0 | -102.6 -5 1,291
Domestic Buses 706 279 153.0f 815 -13.4| 6,637 846 684.5| 2,333 222.0| 3,443.4 -717 1,106
VTI 112 56 100.0 110 1.8 707 425 66.4 1,079 10.0 | -33.1 62 118
Domestic 6,104 5,282 15.6 | 4,640 31.6| 31,972 17,039 87.6 | 36,242 43.2 | -48.3 712 5,329
Exports 506 788 -35.8 363 39.4 3,092 3,901 -20.7 5,025 -3.0 51.2 322 515
Escorts Kubota 12,232 8,816 38.7 | 6,111 100.2| 50,500 47,008 7.4 98,939 5.0 2.6 8,073 8,417
Domestic 11,384 7,975 42,7 | 5,308 114.5| 46,004 43,450 5.9 89,184 2.5 -0.9 7,197 7,667
Exports 848 841 0.8 803 5.6 4,496 3,558 26 9,755 36 45.0 877 749
E:L‘f;.r”“'on 390 400 25| 225 733| 15883 1680 12 | 4529 10 | 86 441 314
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Comparative valuations

Rating Mcap CMP TP P/E (x) EV/EBITDA (x) PB (x) FY24 Yield (%) EPS CAGR
Auto OEM's (INRb) (INR) (INR) | FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E Div FCF FYZ(;/t)24E
Bajaj Auto Neutral 1,021 3,527 4,130 19.2 159 143 152 115 101 3.8 3.9 3.8 5.4 5.1 15.8
Hero MotoCorp Buy 510 2,550 3,100 20.6 179 139 119 9.7 75 3.2 31 2.9 4.9 7.6 219
TVS Motor Neutral 490 1,032 935 545 323 258 259 175 139 102 81 6.4 05 4.2 45.2
Eicher Motors Buy 1,003 3,674 3,825 59.9 33.0 23.8 450 258 206 80 6.7 54 07 4.1 58.7
Maruti Suzuki Buy 2,665 8,824 11,250 70.8 40.0 234 39.7 226 150 49 45 4.0 1.5 3.5 72.3
M&M Buy 1,516 1,269 1,401 295 223 169 21.8 156 116 19 1.7 1.5 0.8 4.8 32.0
Tata Motors Buy 1,549 405 510 -143 946 164 9.1 5.8 40 35 33 2.8 0.0 16.0 LTP
Ashok Leyland Buy 448 153 185 1,4455 47.7 21.0 480 200 122 6.4 6.1 5.8 1.3 5.2 729.9
Escorts Neutral 261 2,129 1,850 30.8 31.3 255 251 236 143 31 29 28 05 3.4 9.9
Auto Ancillaries
Bharat Forge Buy 324 695 860 321 26.7 216 189 163 13.7 49 43 3.7 0.9 5.0 21.7
Exide Industries Buy 133 157 215 159 141 11.2 98 938 94 13 1.2 1.1 2.0 8.5 18.9
Amara Raja Neutral 84 491 540 164 152 119 82 7.9 6.2 18 1.7 1.6 3.1 5.0 17.6
BOSCH Neutral 467 15,825 16,150 38.3 35.0 26.2 309 23.7 184 44 40 36 09 1.7 20.9
Endurance Tech Buy 199 1,418 1,630 411 36.1 26.1 20.7 180 13.8 51 46 4.1 1.0 2.3 25.6
Motherson Sumi Buy 344 109 150 59.7 32,6 17.7 116 9.8 74 24 23 2.1 2.4 7.7 83.7
Mahindra CIE Buy 104 275 330 199 148 124 109 9.0 71 20 1.8 1.6 1.3 4.4 26.4
CEAT Buy 64 1,572 1,750 80.1 458 14.2 119 101 60 19 19 1.7 0.8 8.9 137.9
Balkrishna Ind Neutral 364 1,884 2,125 24.6 253 21.0 17.2 16.1 13.0 53 46 4.0 1.6 2.7 8.3
MRF Neutral 347 81,833 82,000 51.8 442 221 164 139 92 25 24 21 0.2 3.7 53.1
Apollo Tyres Buy 160 279 325 248 174 117 8.7 6.4 49 14 13 1.2 1.6 10.3 45.6
Sona BLW Neutral 266 464 645 79.7 659 46.5 484 375 26.8 13,5 11.7 9.9 0.6 1.1 31.0
Tube Investments Buy 514 2,743 | 868 543 46.6 34.8 37.1 293 228 17.2 13.8 10.8 0.3 3.0 25.0
MSUMI Buy 276 87 102  60.2 453 334 374 280 21.7 248 19.0 14.0 15 2.6 34.2
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NOTES
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall be
within following 30 days take appropriate measures to make the recommendation consistent with the investment rating legend.
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