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Industry Outlook 
We expect Q3FY20E to witness a de-growth in revenue led by fall in sales volumes and higher fes-
tive discounts while they are expected to be better than sequential quarter. Overall margins are ex-
pected to grow marginally on account of low base, softening commodity prices and cost reduction 
measures. Meanwhile after the announcement of transition of BS-VI norms from 1st April, companies 
are gearing up for roll out their models. While Maruti Suzuki, TVS motors, Eicher motors and Hero 
motocorp  have already launched revised models in their portfolio which will aid to overall growth 
momentum. Going ahead, we expect a gradual revival across all companies driven by factors such 
better rural sentiments, lower interest rates, improvement in macro environment and introduction of 
scrappage policy. We  anticipate ,cyclical trends in the sector is expected to show some signs of re-
covery in coming quarters. Overall our auto coverage would post Revenue/EBIDTA/PAT de-growth 
by 5.9%4.4%/11.7% YoY in Q3FY20 on yearly basis.  

Maruti Suzuki 
We expect  Maruti Suzuki’s revenues to grow by 7.5% YoY to INR 211bn led by increase in realiza-
tions. EBITDA margin is expected to increase by 110bps due to low base and decline in commodity 
prices. PAT to grow by 11% on account of lower corporate tax. 

Mahindra & Mahindra 
We expect M&M’s revenue to decline by 5.3% YoY to INR 122bn  led by 8% and 7% decline in auto-
motive segment and tractor volumes. We expect EBITDA margin to expand by on account  lower 
base and reduction in input costs. However, higher tractor sales could aid the growth of overall reve-
nue.  

Tata Motors 
We expect consolidated  revenue to decline by 4.2% YoY to INR 737 bn  on account of fall in 25% of 
standalone volumes  EBITDA margin  is likely to improve on the back of JLR’s better product  mix 
and cost reduction efforts.PAT is expected to inflate on account of higher depreciation. However, 
overall profitability is expected to increase due to JLR’s strong performance over the past few 
months.. 

Ashok Leyland 
We expect revenues to decline by 31.5% YoY to INR 43bn on account of fall in overall volumes and 
8% fall in realizations due to adverse mix and higher discounts. Deep discounts and lower operating 
leverage  is expected to impact EBITDA margin with a decline of  390bps. 

Eicher Motors 
We expect revenues of Eicher motors to witness a marginally uptick  by 1.5% YoY  due to safety 
norms related price hikes. EBITDA margin is expected to contract on yearly basis  by 300bps due to 
adverse mix  and lower scale. Net profit to decline on yearly basis due to reduction in share of associ-
ates. 

Escorts 
Revenue are expected to decline by 2.3% due to fall in tractor volumes by 2% and  25% in construc-
tion equipment volumes. EBITDA margin to fell by 120 bps due to lower scale and higher discounts 
and higher competitive environment. . 
Bajaj Auto 
We expect revenues to increase by 3.7% YoY led by 10% increase  in realizations (price hike in 
some models), despite a fall by 5% in overall volumes. EBITDA margin are expected to increase by 
by 90 bps  majorly due to lower commodity prices  and  appreciation in export currency.  

TVS motors 
We expect TVS motors to decline by 11.6% YoY due to fall in  volumes. Realization are expected to 
be higher by 5% due to USD appreciation and higher sales of premium  models. EBITDA margin  to 
remain flat due to lower commodity prices and currency benefits . 

Hero motocorp 
Revenues are expected to decline by 10.5% YoY led by subdued performance and higher discounts  
and 14% fall in volumes. EBITDA margin is expected  to decline marginally  led by inventory correc-
tion, negative operating leverage and high competitive pricing.  

Relative Price Chart 

Our Top Picks:   

⇒ Hero Motocorp 

⇒ Bajaj Auto 

⇒ Maruti Suzuki 

 Performance (%) 1m 3m 1Yr 

Maruti 87 35 1 

M&M 7 -1 -23 

Tata motors  6 5 8 

Ashok Leyland 1 19 -13 

Eicher motors  -8 12 -1 

Escorts 9 7 -13 

Bajaj Auto -4 5 14 

TVS motors 2 19 -13 

Hero motocorp 1 -9 -18 
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Summary Estimates (In mn) 

Source: Company, BP Equities Research 

Company 
Revenues EBITDA EBITDA  Margin 

(%) PAT PAT  Margin (%) 

Q3FY20E Q3FY19 Y-o-Y (%) Q3FY20E Q3FY19 Y-o-Y (%) Q3FY20E Q3FY19 Q3FY20E Q3FY19 Y-o-Y (%) Q3FY20E Q3FY19 

Maruti Suzuki   211,451    196,683  7.5%    22,979    19,311  19.0% 10.9% 9.8%    16,558     14,893  11.2% 7.8% 7.6% 

M&M 122,048   128,925  -5.3%    16,531    17,029  -2.9% 13.5% 13.2%    10,875     14,520  -25.1% 8.9% 11.3% 

Tata motors  737,044    769,159  -4.2%    79,219    59,557  33.0% 10.7% 7.7%      8,317       8,506  -2.2% 1.1% 1.1% 

Ashok Leyland 43,329    63,252  -31.5%      2,768      6,496  -57.4% 6.4% 10.3%         975       3,879  -74.9% 2.3% 6.1% 

Eicher motors  23,752  23,411  1.5%      6,165      6,795  -9.3% 26.0% 29.0%      5,207       5,330  -2.3% 21.9% 22.8% 

Escorts 16,165   16,551  -2.3%      1,761      2,005  -12.2% 10.9% 12.1%      1,272       1,292  -1.6% 7.9% 7.8% 

Bajaj Auto 76,840   74,094  3.7%    12,661    11,561  9.5% 16.5% 15.6%    12,158     11,019  10.3% 15.8% 14.9% 

TVS motors 41,208  46,640  -11.6%      3,485      3,757  -7.3% 8.5% 8.1%      1,502       1,784  -15.8% 3.6% 3.8% 

Hero motocorp 70,383   78,648  -10.5%      9,674    11,048  -12.4% 13.7% 14.0%      7,305       7,691  -5.0% 10.4% 9.8% 
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General Disclaimer 
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ates 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 
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This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
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