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Weak quarter; festive cheer expected  
Auto results for Q2 Fy18 are expected to remain mixed bag with companies getting affected on ac-
count of higher raw material prices and higher cost due to promotional activities undertaken on ac-
count of GST. We expect strong earnings in growth in CV makers like Ashok Leyland and Tata Mo-
tors on back of low base and improving demand cycle due to structural changes in CV space. We 
expect 2 Wheeler companies to show fall numbers with fall in operating margins on account of higher 
raw material costs, improving contribution from exports in quarter to come is beneficial for Bajaj Auto. 
Passenger vehicles manufacturers profitability is also expected to compress in middle single digits on 
account of higher RM and operating costs. According to company continue to like M&M and TML 
based on attractive valuations while maintain neutral view on Hero, Bajaj on back of lack of growth 
triggers ahead. On back of high valuations we have negative outlook on MSIL, ALL and Eicher Mo-
tors. 
 
Ashok Leyland: We expect Ashok Leyland to posted 25% increase in net sales to 65166 mn driven 
by 22% growth in volumes and 3% improvement in realizations. The operating margins are expected 
to improve on account of higher share of M&HCV sales and better operating leverage enjoyed  par-
tially offset by higher RM costs this quarter. Dispatches of high margin export orders can post positive 
surprise in margins. We expect PAT to improve 21% to 3584mn on account of lower taxes. 
Bajaj Auto: BAL sales are expected to grow 15% to 68577 driven by 4% increase in volumes and 
higher realization on account of higher mix of 3W sales in overall sales mix. The Margins are ex-
pected to fall to 180bps to 19% compared to previous quarter on account of higher raw material cost 
but partially offset by higher export contribution and moderate volumes. PAT is expected to remain 
flat at 11,795mn 
Eicher Motors: EML sales are estimated to improve 31% to 22877 mn on back of strong volume 
growth in Royal enfield and higher realizations compared to last year. The margins are expected to 
remain constant as we expect the company to have hit peak margins of 32%(nearly same from 4 
quarters). We expect PAT to grow 35% to 5262mn on back of higher profit share from VECV com-
mercial vehicles which has seen improvement in performance in line with CV industry. 
Hero Motocorp: Hero is expected to posted 16% improvement in sales on account of 12% growth in 
volumes, while margins are expected to contract on account of lower gross margins but offset by 
higher operating leverage. We expect net profits to remain flat at 10057mn. 
Mahindra & Mahindra: We expect M&M to post sales growth of 25% driven mainly by change in 
product mix towards tractor segment, this mix is also expected to aid in higher operating profitability 
as tractor are high margin business(16-18%) for Mahindra as compared to automotive business(11-
12%) . The margins are estimated to increase to 140bps to 13.2% while PAT is expected to be at 
10452mn.  
Maruti Suzuki: MSIL is expected to post 26%% growth in sales on account of 17% growth in vol-
umes and better product mix towards UVs and hatchback segment where realizations are higher than 
small car segmet. Margins are expected to fall by 220bps on account oh higher RM cost and higher 
promotional offers. We expect PAT to remain flat at 23082mn  
Tata Motors: TML is expect to post sales of 697,033 on account of account of 12% volume growth in 
India and 5% in JLR. The improvement in M&HCV segment remains key factor this quarter we expect 
company to achieve higher EBIDTA margins in India business. We expect 200% jump in PAT levels 
for TML to 18820mn on account of lower base last year and lower forex losses. 
Our Top Picks:  Tata Motors, Mahindra & Mahindra 

 

Relative Price Chart 
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Company Outlook 

Ashok Leyland Neutral 

Bajaj Auto Neutral 

Eicher Motors Negative 

Hero Motocorp Neutral 

M&M Positive 

Maruti Suzuki Negative 

Tata Motors Positive 

Stock Price    
Performance % 1 m 3 m 1 Yr 

Ashok Leyland 2.3 20.8 30.7 

Bajaj Auto 0.6 2.1 -5 

Eicher Motors 3.1 11.4 41.3 

Hero Motocorp 1.6 5.1 7.4 

M&M -5.7 -6.8 11.5 

Maruti Suzuki 2.2 9.4 44.5 

Tata Motors -12.3 -18.2 -35.6 
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Summary Estimates 

Company 
Net Sales (Rs mn) Growth

(%) Ebitda (Rs mn) Growth
(%) Ebitda Margins PAT (Rs mn) Growth

(%) 
Q2FY18E Q2FY17 YoY Q2FY18E Q2FY17 YoY Q2FY18E Q2FY17 Q2FY18E Q2FY17 YoY 

Ashok Leyland 65,166 59,493 9.5%         6,712  
        

5,365  25.1% 10.3% 9.0% 3,584 2,944 21.7% 

Bajaj Auto 68,577 59,493 15.3%       13,030  
      

12,961  0.5% 19.0% 21.8% 11,795 11,228 5.1% 

Eicher Motors 22,877 17,484 30.8%         7,321  
        

5,422  35.0% 32.0% 31.0% 5,262 3,879 35.6% 

Maruti Suzuki 221,945 175,946 26.1%       33,514  
      

30,374  10.3% 15.1% 17.3% 23,082 23,980 -3.7% 

M&M 130,649 104,117 25.5%       17,246  
      

12,331  39.9% 13.2% 11.8% 13,065 11,633 12.3% 

Hero Motocorp 89,003 76,695 16.0%       14,152  
      

13,689  3.4% 15.9% 17.8% 10,057 10,042 0.2% 

Tata Motors 697,033 651,408 7.0%       63,430  
      

62,826  1.0% 9.1% 9.6% 18,820 5,747 227.5% 
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Volume details for the qaurter 

Company Q2FY18 Q2FY17 Growth % 

Ashok Leyland 40985  33446  22.54% 

Bajaj 1,071,510 1,031,945 3.83% 

Hero 2,022,805 1,823,498 10.93% 

Mahindra       

Auto  137,526 126,179 8.99% 

Tractor 80,951 61,658 31.29% 

Maruti Suzuki 492,118 418,431 17.61% 

Tata Motors       

India  152,056 134,869 12.74% 

JLR               149,690                  142,459  5.08% 

Eicher       

M&HCV 15,013 13,258 13.24% 

RE               202,867                  166,941  21.52% 
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Disclaimer Appendix 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP Equities 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. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any time, any express or 
implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchant-
ability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. 

BP Wealth and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in this 
report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a rea-
sonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing 
so.  

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 
would subject to BP Equities or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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