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Industry Outlook 
We expect Q2FY20E to witness a similar trend of preceding quarter with a declining  revenue growth 
driven by lower volumes and poor demand while EBITDA margins are going to contract by 270bps 
due to higher discounts  across all segments and negative operating leverage. Going ahead, we ex-
pect a gradual revival across all companies driven by factors such as festive season, demand in  
rural markets, rate cut in corporate taxes and introduction of Scrapage policy. Overall cyclical trends 
in the sector are expected to show some signs of recovery in H2FY20.We expect an overall Revenue 
and EBITDA to remain weak  at 15.5% and 30.2% respectively. Moreover, growth in PAT will benefit  
most of the companies due to new tax regime. 

Maruti Suzuki 
We expect  Maruti Suzuki’s revenues to decline by 23.5% YoY to 171bn due to declining volumes by 
30% YoY . EBITDA margin is  expected to decrease by 500bps led by  higher discounts for festive 
season and higher import cost driven by appreciation in JPY. 

Mahindra & Mahindra 
 We expect M&M’s revenue to be decline by 10.6% YoY to 114bn  led by 16% decline in total vol-
umes. We expect EBITDA margin is likely to decline by 1.6% YoY on account of lower tractor mix 
and higher discounts. However, the management expects between 6-8% growth from September – 
April 2020 based on festive season and Higher Rabi sowing. 

Tata Motors 
We expect consolidated  revenue to decline by 13.5% YoY to 623bn on account of fall in standalone 
revenues led by 44% YoY drop in volumes.  JLR’s revenue is expected to grow by 4% YoY with an 
increase in realizations .Company’s EBITDA margin is likely to decline by 110 bps due to weaker mix 
and higher discounts across all its segments. 

Ashok Leyland 
We expect revenues to be decline by 48% YoY to 39bn on account of fall in overall volumes. Realiza-
tions are expected to decrease in this quarter  due to increase in discounts and lower sale of MHCVs. 
Deep discounts and lower operating leverage is expected to impact EBITDA margin with a decline of  
600bps.Going ahead, company has plans to maintain margins through various cost cutting initiatives. 

Eicher Motors 
We expect revenues of Eicher motors to be decline by 5.5% YoY to 22bn led by 21% YoY decline in 
overall volumes including VECV .However, realization is expected to increase by 10% YoY due to 
increase in sales of 650 twins and ABS/CBS related price hikes. On VECV front, the volumes are 
expected to decline by 38% YoY led by degrowth in CV industry. EBITDA margin is expected to con-
tract on yearly basis  by 550bps  led by weaker demand and lower  sales. 

Escorts 
Escorts revenue is expected to decline by 3%YoY to 13bn due to fall in tractor volumes by 6% and 
construction equipment volumes. EBITDA margin to fell by 190 bps due to lower scale and higher 
discounts. We expect an increase in revenue led by festive season and good monsoon, going ahead. 

Bajaj Auto 
We expect revenues to decline by  6.1% YoY to 75bn led by 12% YoY fall in volumes. Realizations 
are expected to improve by 2% YoY led by price hikes in various models. EBITDA margin are ex-
pected to decline by 170 bps  majorly due to higher discounts in domestic 2w for the clean up of ex-
isting inventory. However, sales are expected to improve from October in festive season. Going 
ahead,  better exports and low commodity prices are expected to improve overall profitability. 

TVS motors 
We expect TVS motors to decline by 12% YoY to 43bn due to fall in exports volumes by 6% YoY and 
decline in domestic volumes by 25% YoY ,resulting in 19% fall in YoY decline by overall volumes. 
EBITDA margin to remain flat due to negative operating leverage and higher discounts in premium 
bikes and scooters.  

 
 

Relative Price Chart 

Our Top Picks:   

⇒ Hero Motocorp 

⇒ Bajaj Auto 

 Performance (%) 1m 3m 1Yr 

Maruti 3 -33 -29 

M&M 5 -15 -34 

Tata motors  -15 -32 -49 

Ashok Leyland 2 -24 -45 

Eicher motors  9 -9 -27 

Escorts 19 7 -2 

Bajaj Auto 12 -5 6 

TVS motors 18 -4 -25 

Heromoto corp 4 3 -9 
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Hero motocorp 
Revenues are expected to decline by 17.2% to 75bn YoY led by 21% decline in overall volumes. Realization are expected to improve by 
2% due to price hike of 1% in July across all its two wheeler variants. EBITDA margin is expected  to decline by 130 bps led by higher dis-
counts and higher cost in imports of raw materials led by appreciating JPY’s . However, management expects an improvement in sales led 
by the launch of Maestro edge and pleasure 110 respectively. 
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Summary Estimates ( In mn) 

Source: Company, BP Equities Research 

Company 
Revenues EBITDA EBITDA  Margin 

(%) PAT PAT  Margin (%) 

Q2FY20E Q2FY19 Y-o-Y (%) Q2FY20E Q2FY19 Y-o-Y (%) Q2FY20E Q2FY19 Q2FY20E Q2FY19 Y-o-Y (%) Q2FY20E Q2FY19 

Maruti Suzuki   171,545   224,332  -23.5%    17,671    34,313  -48.5% 10.3% 15.3%      7,353     22,404  -67.2% 4.3% 10.0% 

M&M    114,299   127,902  -10.6%    14,710    18,493  -20.5% 12.9% 14.5%    10,272     16,825  -38.9% 9.0% 13.2% 

Tata motors     623,890   721,121  -13.5%    52,031    67,576  -23.0% 8.3% 9.4%     (8,208)       (186) NA -1.3% NA 

Ashok Leyland      39,418      76,211  -48.3%      1,942      8,290  -76.6% 4.9% 10.9%         380       5,450  -93.0% 1.0% 7.2% 

Eicher motors       22,753     24,082  -5.5%      5,652      7,293  -22.5% 24.8% 30.3%      4,613       5,663  -18.5% 20.3% 23.5% 

Escorts     13,580      13,984  -2.9%      1,272      1,575  -19.2% 9.4% 11.3%         881       1,026  -14.1% 6.5% 7.3% 

Bajaj Auto     75,231      80,118  -6.1%    11,623    13,680  -15.0% 15.4% 17.1%    11,722     11,525  1.7% 15.6% 14.4% 

TVS motors     43,923    49,935  -12.0%      3,406      4,282  -20.5% 7.8% 8.6%      1,467       2,113  -30.6% 3.3% 4.2% 

Hero motocorp     75,265      90,909  -17.2%    10,429    13,787  -24.4% 13.9% 15.2%      7,793       9,763  -20.2% 10.4% 10.7% 
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