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Estimate change =) CMP: INR213 TP: INR250 (+17%) Buy
TP change =) - : : -
Rating change - Rural expansion and the industrial segment to drive volumes

B Castrol (CSTRL)’s 2QCY25 results were in line with our estimates. EBITDA
Bloomberg CSTRLIN margin expanded 30bp YoY/175bp QoQ. Its 2Q volumes stood in line with
E/?‘(":i:‘; ?:‘;FZE‘;‘/((E‘)SDM it /9282 our estimate at 66m liters (up 8% YoY).
52-Week Range (INR) 279159 B Management highlighted that it remains focused on brand building,
1,6, 12 Rel. Per (%) 0/-3/-14 widening the distribution network, and launching new products, all of which
12M Avg Val (INR M) 1153 we believe will drive volume growth and market share expansion.

m CSTRL has always enjoyed a strong brand legacy, and we are confident in its
Financials & Valuations (INR b) ability to maintain profitability through an improved product mix, stringent
Y/E Dec CY24 CY25E CY26E cost-control measures, and the launch of advanced products that command
Sales 53.6 56.1 58.1 better realization. We reiterate our BUY rating with a TP of INR250.
EBITDA 12.8 12.9 13.4
PAT 93 93 o5 Performance in line
EPS (INR) 9.4 9.4 9.6 M CSTRL’'s 2QCY25 revenue came in at “INR15Db, in line (up 7% YoY).
EPS Gr. (%) 73 -0.2 24 m EBITDA was also in line with our estimate at INR3.5b (up 8% YoY).
BV/Sh.(INR) 230 245 268 g EBITDA margin expanded 30bp YoY/175bp QoQ.
E::'BS:E 06 06 o ™ Gross margin remained flat YoY/QoQ.
ROE (%) 421 390 370 M PATwasalsoinline at INR2.4b. However, other income stood below our
RoCE (%) 42.5 39.3 37.3 estimate.
Payout (%) 138.7 80.0 80.0 m The Board recommended an interim dividend of INR3.5/sh (FV: INR5/sh).
Valuations m  Other key highlights:
E;:\(/X()X) 2;'; 2;’2 25'; > Remarks from Mr. Kedar Lele, MD: The company remains optimistic about
EV/EBITDA (x) 15.4 151 145 the road ahead. The industrial segment continues to be a key long-term
Div. Yield (%) 6.1 35 3.6 growth driver, with the first half showing positive momentum—new
FCF Yield (%) 45 43 4.4 customer additions, improved traction, and a growing share of locally

manufactured products. Meanwhile, the rural strategy is progressing well

Shareholding pattern (%) and will be further strengthened in the coming months.
As On Jun-25 Mar-25 Jun-24 g |pduystrial Segment update:
Erllomc’ter ii'g ‘E'g i;'(l) The recently launched Rustilo DW 800 range of rust preventives—developed
il 10:3 10:6 10:0 and manufactured locally—is now serving over 100 customers across the
Others 238 238 229 automotive, bearings, tube, and metal manufacturing sectors.

FIl includes depository receipts

> Localized production of globally recognized metalworking fluids such as
Hysol MB50 and the 20XBB range has enabled faster delivery and enhanced
value creation.

> Chemical Management Services (CMS) segment has been successfully
deployed at multiple new sites, further strengthening industrial service
offerings.

®  Focus on expanding distribution:

> CSTRL now has a presence in over 0.16m outlets, including 32,000+ bike
points, 11,000+ multi-brand car workshops, and a broad dealer network.

> The Castrol Auto Service network continues to grow, currently supporting
over 730 workshops across 340+ cities, offering reliable, professional
services in the aftermarket.

> The full range of auto-care products is now widely available across e-
commerce platforms, modern trade outlets, and 50,000+ physical retail
points across India.

Abhishek Nigam — Research Analyst (Abhishek.nigam@MotilalOswal.com)
Rishabh Daga — Research Analyst (Rishabh.Daga@MotilalOswal.com)

Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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Key takeaways from the management commentary
m CSTRL maintained its guidance of growing higher than the industry’s average
growth rate of 3.5-4.5% and guided a 21-24% EBITDA margin for CY25/26. We
estimate ~23% EBITDA margin in both CY25 and CY26.
m  Volumes exceeded 66m lit., reflecting an 8% YoY increase. Growth was driven by
strong performance across segments, with two-wheeler and passenger car
volumes rising in the high single digits, while industrial volumes registered a
robust 13% YoY growth. As a result, the company’s overall market share has
reached approximately 20%.
m Castrol has ~10%+ volumes and profitability share in the Castrol global business.
m Sales mix in 2Q: Personal mobility/CV/Industrial — 43%/44%/13%.

Valuation and view
®  Our EBITDA margin assumptions are already within the company’s guided range
of 22-25%.
B We value the stock at 26x P/E (average: 21.5x and mean + 1 S.D.: 27.9x) and
arrive at our TP of INR250. We reiterate our BUY rating.

Castrol (India)

Quarterly Performance (INR m)
Y/E December Cy24 CY25 CY24 CY25E CY25 Var.
1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE 2QE (%)

Volume (m liters) 58.0 61.0 55.0 59.0 62.0 66.0 58.3 61.8 233.0 248.1 64.7 2%
Realization 228 229 234 229 229 227 226 222 230 226 226 0%
Net Sales 13,252 13,975 12,882 13,539 14,220 14,968 13,179 13,727 53,649 56,094 14,617 2%

YoY Change (%) 2.4 4.8 8.9 7.1 7.3 7.1 2.3 1.4 5.7 4.6 4.6
EBITDA 2,937 3,224 2861 3,759 3,074 3,495 2,987 3,371 12,782 12,927 3,403 3%

YoY Change (%) 0.4 4.1 65 14.2 4.6 8.4 44 -103 6.3 1.1 5.5

Margin (%) 22.2 23.1 22.2 27.8 21.6 23.4 22.7 24.6 23.8 23.0 23.3 0%
Depreciation 237 261 245 254 246 266 251 260 998 1,020 267
Interest 21 26 20 27 23 26 21 28 94 98 27
Other Income 241 204 209 232 322 93 132 13 886 560 209
PBT 2,921 3,142 2,805 3,709 3,127 3,295 2,847 3,095 12,576 12,368 3,319 -1%
Tax 758 820 730 995 793 855 718 751 3,304 3,117 836

Rate (%) 26.0 26.1 26.0 26.8 25.3 26.0 25.2 24.3 26.3 25.2 25.2
PAT 2,162 2,322 2,074 2,714 2,335 2,440 2,130 2,344 9,272 9,251 2,483 2%

YoY Change (%) 6.8 3.1 6.7 122 8.0 5.1 2.7 -13.6 73 -0 6.9
Operational Details (INR/lit)
Volume (m litres) 58.0 61.0 55.0 59.0 62.0 66.0 58.3 61.8 233.0 248.1 64.7 2%
Realization 228.5 229.1 2342 2295 2294 226.8 226.1 222.0 230.3 226.1 226.1 0%
Gross margin 109.4 111.3 1119 1200 110.2 1099 109.5 1084 113.2 109.5 109.5 0%
EBITDA 50.6 52.9 52.0 63.7 49.6 53.0 51.2 54.5 54.9 52.1 52.6 1%
PAT 37.3 38.1 37.7 46.0 37.7 37.0 36.5 37.9 39.8 37.3 38.4 -4%
Exhibit 1: Volume stood at 66m liters (up 8.2% YoY)
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Exhibit 2: Realization stood at INR227/liter
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Key highlights from the management commentary

Increasing rural presence and growth in the industrial segment are driving
revenue growth.

The company shall continue to stay focused on bike segment expansion (more
than 50% bikes are being sold in rural India).

Management maintained its EBITDA margin guidance of 21-24%.

The company manufactures high-value products in its factories. Further, it
provides chemical maintenance services (high-margin value-added service),
which aid margins. Hence, the company has reported margin improvement even
when the low-margin industrial business is growing in double-digits.

Volume growth:

|
>

2QCY25 volumes stood at 66m+ lit (8% up YoY).

Bike and car volumes grew in high single digits YoY. Industrial volumes grew 13%
in 2Q.

Overall market share stands at ~20% now.

Automotive lubricant space volumes in India are expected to be in the range of
3.5%-4.5%, while Castrol is growing at 7-8%. Hence, Castrol has gained 40bps
market share YTD.

Auto-care products: The company has sold ~27k auto-care products in Jun’25
online. The sales doubled YoY in 2Q.

Castrol global business:

Castrol has ~10%+ volumes and profitability share in the Castrol global business.

Sales mix in 2Q;

B 43%/44%/13%: Personal mobility/CV/Industrial segment.

Others:

B In 2Q, advertisement expenses stood at INR460m, lower QoQ. However, in
1HCY25, advertisement expense was up 20% YoY.

m Selective price hikes have been taken in the portfolio. ~1.5% delta in 2Q comes
from price hike.

m  Otherincome in the range of INR1b should be the expected run-rate in the

future.

6 August 2025
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Story in charts

Exhibit 3: Revenue to clock 4.6% CAGR over CY23-26... Exhibit 4: ...led by an increase in volumes
Revenue (INRb) —0O—3 Yr CAGR (%) Volumes (m litres) —O—3 Yr CAGR (%)
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Exhibit 5: Realizations to be ~INR221/lit in CY26... Exhibit 6: ...with EBITDA improving to INR13.4b
Realization (INR/Itr)  =—=O=3 Yr CAGR (%) —O—EBITDA (INRb) =—O=—PAT (INRb)
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Exhibit 7: Return ratios expected to be around 38% Exhibit 8: CSTRL’s one-year forward P/E chart
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Financials and Valuations

Standalone - Income Statement (INR m)
Y/E December CY22 CY23 CY24 CY25E CY26E
Net sales 47,745 50,746 53,649 56,094 58,114

Change (%) 13.9 6.3 5.7 4.6 3.6
Gross Margin 22,746 24,382 26,370 27,167 27,594

Margin (%) 47.6 48.0 49.2 48.4 47.5
EBITDA 11,111 12,024 12,782 12,927 13,358

Margin (%) 23.3 23.7 23.8 23.0 23.0
Depreciation 814 924 998 1,020 1,042
EBIT 10,297 11,100 11,784 11,907 12,316
Interest Charges 40 75 94 98 103
Other Income 670 787 886 560 455
PBT bef. EO Exp. 10,928 11,811 12,576 12,368 12,668
Income tax 2,776 3,170 3,304 3,117 3,192
Tax Rate (%) 25.4 26.8 26.3 25.2 25.2
Reported PAT 8,152 8,641 9,272 9,251 9,476

Change (%) 7.5 6.0 7.3 -0.2 2.4

Margin (%) 17.1 17.0 17.3 16.5 16.3
Standalone - Balance Sheet (INR m)
Y/E December CY22 CY23 CY24 CY25E CY26E
Equity Share Capital 4,946 4,946 4,946 4,946 4,946
Total Reserves 13,915 16,271 17,838 19,688 21,583
Net Worth 18,861 21,217 22,784 24,634 26,529
Capital Employed 18,861 21,217 22,784 24,634 26,529
Gross Block 8,709 9,633 10,631 11,881 13,131
Less: Accum. Deprn. 6,800 7,960 8,389 9,408 10,451
Net Fixed Assets 1,909 1,673 2,242 2,472 2,680
Capital WIP 608 1,084 603 1,014 1,250
Curr. Assets, Loans&Adv. 24,240 25,787 27,783 29,659 31,608
Inventory 5,344 5,329 5,242 5,537 5,741
Account Receivables 3,504 4,228 4,377 4,576 4,741
Cash and Bank Balance 12,177 11,998 13,990 15,180 16,604

Cash 5,545 4,932 4,529 5,719 7,143

Bank Balance 6,632 7,066 9,461 9,461 9,461
Loans and Advances 3,215 4,231 4,175 4,365 4,522
Curr. Liability & Prov. 11,832 12,982 13,569 14,236 14,734
Account Payables 6,789 7,064 7,037 7,433 7,706
Other Current Liabilities 4,516 5,342 5,945 6,216 6,440
Provisions 527 576 587 587 587
Net Current Assets 12,408 12,804 14,214 15,423 16,874
Deferred Tax assets 686 781 850 850 850
Appl. of Funds 18,861 21,217 22,784 24,634 26,529

6 August 2025
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Ratios

Y/E December CY22 CY23 CY24 CY25E CY26E
Basic (INR)

EPS 8.2 8.7 9.4 9.4 9.6
Cash EPS 9.1 9.7 10.4 10.4 10.6
BV/Share 19.1 215 23.0 24.9 26.8
DPS 6.5 7.5 13.0 7.5 7.7
Payout (%) 78.9 85.8 138.7 80.0 80.0
Valuation (x)

P/E 25.8 24.4 22.7 22.8 22.2
Cash P/E 23.5 22.0 20.5 20.5 20.0
P/BV 11.2 9.9 9.2 8.6 7.9
EV/Sales 4.2 3.9 37 35 33
EV/EBITDA 17.9 16.5 15.4 15.1 14.5
Dividend Yield (%) 3.1 3.5 6.1 3.5 3.6
FCF per share 8.2 7.7 9.6 9.2 9.4
Return Ratios (%)

RoE 46.2 43.1 42.1 39.0 37.0
RoCE 46.3 43.4 42.5 39.3 37.3
Working Capital Ratios

Asset Turnover (x) 2.5 2.4 2.4 2.3 2.2
Inventory (Days) 41 38 36 36 36
Debtor (Days) 23 26 26 26 26
Creditor (Days) 52 51 48 48 48
Leverage Ratio (x)

Net Debt/Equity -0.6 -0.6 -0.6 -0.6 -0.6
Standalone - Cash Flow Statement (INR m)
Y/E December CY22 CY23 CY24 CY25E CY26E
OP/(Loss) before Tax 10,928 11,811 12,576 12,368 12,668
Depreciation 814 924 998 1,020 1,042
Interest & Finance Charges 40 75 94 98 103
Direct Taxes Paid -2,740 -3,185 -3,141 -3,117 -3,192
(Inc)/Dec in WC 307 -706 369 -18 -28
CF from Operations 9,159 8,530 10,441 10,352 10,593
(Inc)/Dec in FA -1,097 -955 -927 -1,250 -1,250
Free Cash Flow 8,062 7,575 9,514 9,102 9,343
CF from Investments 618 -2,513 -2,669 -1,661 -1,486
Interest Paid -11 -15 -19 -98 -103
Dividend Paid -5,935 -6,429 -7,913 -7,401 -7,580
CF from Fin. Activity -6,075 -6,638 -8,191 -7,500 -7,684
Inc/Dec of Cash 3,702 -621 -419 1,191 1,423
Opening Balance 1,844 5,553 4,948 4,529 5,719
Closing Balance 5,546 4,932 4,529 5,719 7,143

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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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.

Disclosures
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Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in
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any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations
made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the associates of MOFSL even though there might exist an inherent conflict of interest in
some of the stocks mentioned in the research report.

acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as
an advisor or lender/borrower to such company(ies)

received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from other than said services.

Served subject company as its clients during twelve months preceding the date of distribution of the research report.

The associates of MOFSL has not received any compensation or other benefits from third party in connection with the research report

Above disclosures include beneficial holdings lying in demat account of MOFSL which are opened for proprietary investments only. While calculating beneficial holdings, It does not consider demat accounts
which are opened in name of MOFSL for other purposes (i.e holding client securities, collaterals, error trades etc.). MOFSL also earns DP income from clients which are not considered in above disclosures.
Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or
will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report.

Terms & Conditions:

This report has been prepared by MOFSL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential 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 MOFSL. The report is based on the facts, figures
and information that are considered true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available media or other sources
believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such
information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. MOFSL will not treat recipients
as customers by virtue of their receiving this report.

Disclaimer:

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. This report and information herein is solely for informational purpose and may 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. 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. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - involve substantial risk and are not suitable
for all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. The Disclosures of Interest
Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. This information is subject to change
without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from time to time without any prior approval. MOFSL, its associates, their
directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform
or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct
and independent of each other. The recipient should take this into account before interpreting the document. This report has been prepared on the basis of information that is already available in publicly
accessible media or developed through analysis of MOFSL. The views expressed are those of the analyst, and the Company may or may not subscribe to all the views expressed therein. This document is
being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. 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 MOFSL 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. Neither the
Firm, not 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. The person accessing this information specifically agrees to exempt MOFSL or any of its affiliates or employees from, any and all responsibility/liability
arising from such misuse and agrees not to hold MOFSL or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOFSL or any of its affiliates or employees free and
harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays.

This report is meant for the clients of Motilal Oswal only.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Registered Office Address: Motilal Oswal Tower, Rahimtullah Sayani Road, Opposite Parel ST Depot, Prabhadevi, Mumbai-400025; Tel No.: 022 - 71934200 / 71934263; www.motilaloswal.com.
Correspondence Address: Palm Spring Centre, 2nd Floor, Palm Court Complex, New Link Road, Malad (West), Mumbai- 400 064. Tel No: 022 71881000. Details of Compliance Officer: Neeraj Agarwal,
Email Id: na@motilaloswal.com, Contact No.:022-40548085.

Grievance Redressal Cell:

Contact Person Contact No. Email ID

Ms. Hemangi Date 022 40548000 / 022 67490600 query@motilaloswal.com

Ms. Kumud Upadhyay 022 40548082 servicehead@motilaloswal.com
Mr. Ajay Menon 022 40548083 am@motilaloswal.com

Registration details of group entities.: Motilal Oswal Financial Services Ltd. (MOFSL): INZ000158836 (BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-2015; Research Analyst: INH000000412 . AMFI:
ARN .: 146822. IRDA Corporate Agent — CA0579. Motilal Oswal Financial Services Ltd. is a distributor of Mutual Funds, PMS, Fixed Deposit, Insurance, Bond, NCDs and IPO products.

Customer having any query/feedback!/ clarification may write to query@motilaloswal.com. In case of grievances for any of the services rendered by Motilal Oswal Financial Services Limited (MOFSL) write to
grievances@motilaloswal.com, for DP to dpgrievances@motilaloswal.com.
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