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Back in 1990s, RE attempted to lower TCO of a motorcycle by launching a diesel-powered 

‘Taurus’, offering cost effective solution. The bike was later discontinued owing to higher 

NVH and CO2 emission, lower power output, etc. As another step towards not just eco-

friendly but also affordable commute, Bajaj Auto (BJAUT) has taken a bold step by launching 

world’s first CNG-integrated motorcycle, ‘Freedom 125.’ The bike is priced attractively (and 

competitively!), in our view and targets both commuter (100cc) and executive (125cc) 

segment owing to its favourable TCO, as per our calculations. The company also plans to 

export the model. Bookings have commenced. BJAUT aims vol. of 10k units/month initially 

and plans to gradually ramp-up to 30k-40k units/month by FY25 end. Given the launch price, 

the model is likely to be margin dilutive initially. Backed by successful track record of product 

intervention by BJAUT in the last few years, we remain positive on the stock. We have 

increased Vol./EPS estimate by 2-4% / 1-2% for FY25-26E. Maintain BUY with Mar’25 TP of 

INR 10,850 (28x PE vs.25x earlier). Customer response remains a key monitorable. 

 Rising CNG network enabling shift towards eco-friendly vehicles: Back in 1999, Bajaj 

Auto was the first OEM in India to introduce factory-fitted CNG 3Ws owing to its 

affordability and ability to offer better total cost of ownership (TCO) over petrol/diesel 

3Ws. Its CNG 3Ws penetration stands at 70%+ (~60% for industry) (Exh.1). Similarly, in 

case of PVs, MSIL was the first OEM in India to introduce factory-fitted CNG vehicles, way 

back in 2010. And, its CNG sales have grown 5x in the last 5 years driving its CNG 

penetration to ~20%+ (Exh.2). GOI’s rampant efforts towards expanding CNG stations 

(~6,500+ as of today) and favourable TCO has enabled this shift. Today, CNG network 

covers ~70% of the domestic motorcycle population and the government targets to 

rapidly increase CNG network to 17,000+ stations covering entire nation by 2030 (Exh.3).  

 Bajaj Auto launches Freedom 125 CNG – Looks promising: Freedom 125 is powered by a 

125cc horizontally mounted single-cylinder engine that produces 9.5hp at 8,000rpm and 

9.7Nm at 6,000rpm and has a claimed mileage of 65kpl (petrol) / 102km per kg (CNG). It 

can run on either CNG or petrol at the flip of a switch and emits ~26.7% less CO2 and 

43% less NOx than a petrol motorcycle. The CNG tank is cradled in a trellis frame, which 

acts as a protective cage and has passed 11 safety tests including truck runover test. 

Freedom 125’s seat is longest in its segment and has Mono-Linked Suspension, LED 

headlamps, Digital Speedometers, and Bluetooth Connectivity. Freedom 125 is available 

in 3 variants with ex-showroom price ranging between INR 95k-110k. 

 Targets both commuter and 125cc customers; plans to export as well: Freedom 125 is 

priced attractively (and competitively!) at a price similar to its ICE motorcycle peers. Our 

calculation suggests (Exh.8) TCO of Freedom 125 is favourable not just vis-à-vis its 125cc 

peers but also with respect to popular 100cc motorcycle model. The company indicated 

that CNG network covers ~70% of the motorcycle population today which in itself is a 

large addressable opportunity (Exh.9). The company has opened booking for Freedom 

125 for deliveries in Maharashtra and Gujarat initially and the company plans pan-India 

expansion in the coming months. Capacity is planned at 10k units/month initially and the 

company plans to gradually ramp it up to 30-40k units/month by FY25 end. Further, 

BJAUT plans to export this model to Egypt, Tanzania, Columbia, Peru, Bangladesh and 

Indonesia owing to availability of CNG network in these regions. 

Financial Summary  (INR mn) 
Y/E March FY22A FY23A FY24A FY25E FY26E 

Net Sales 3,21,360 3,53,592 4,35,789 5,21,165 6,03,010 

Sales Growth (%) 18.4 10.0 23.2 19.6 15.7 

EBITDA 52,586 65,491 88,229 1,08,314 1,28,505 

EBITDA Margin (%) 15.9 18.0 19.7 20.3 20.8 

Adjusted Net Profit 47,036 56,276 74,788 91,035 1,08,069 

Diluted EPS (INR) 162.5 198.9 267.9 326.1 387.1 

Diluted EPS Growth (%) 3.3 22.4 34.7 21.7 18.7 

ROIC (%) 179.2 212.9 448.4 486.6 339.2 

ROE (%) 18.1 21.6 29.7 33.3 33.4 

P/E (x) 59.3 48.5 36.0 29.6 24.9 

P/B (x) 10.5 10.7 10.8 9.0 7.7 

EV/EBITDA (x) 48.6 39.3 29.1 23.4 19.3 

Dividend Yield (%) 1.5 1.5 0.8 1.6 2.1 

Source: Company data, JM Financial. Note: Valuations as of 05/Jul/2024 
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Recommendation and Price Target 

Current Reco. BUY 

Previous Reco. BUY  

Current Price Target (12M) 10,850 

Upside/(Downside) 12.6% 

Previous Price Target 9,500 

Change 14.2% 

 

Key Data – BJAUT IN  

Current Market Price INR9,636 

Market cap (bn) INR2,690.1/US$32.2 

Free Float 38% 

Shares in issue (mn) 289.4 

Diluted share (mn) 279.2 

3-mon avg daily val (mn) INR3,887.3/US$46.6 

52-week range 10,039/4,541 

Sensex/Nifty 79,997/24,324 

INR/US$ 83.5  

 

Price Performance 
% 1M 6M 12M 

Absolute -0.9 38.1 99.3 

Relative* -5.0 23.2 62.7 

* To the BSE Sensex 
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Story in charts 

 CNG penetration in 3Ws is rising at a rapid pace… Exhibit 1.

 
Source: Company, Industry, JM Financial 

 …similar is the case in PV segment; MSIL’s CNG penetration Exhibit 2.

 
Source: Company, Industry, JM Financial 

 
 CNG network is expanding rapidly; Government targets 17,000+ CNG stations Exhibit 3.

covering entire India by 2030 

 
Source: Company, Industry, ET article, JM Financial 

 

 Upto 110cc domestic motorcycle market share Exhibit 4.

 
Source: Company, Industry, JM Financial 

 >110cc and upto 125cc domestic motorcycle market share Exhibit 5.

 
Source: Company, Industry, JM Financial 
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 Bajaj Freedom 125 CNG - Front view Exhibit 6.

 
Source: Company, JM Financial 

 Bajaj Freedom 125 CNG - Side view Exhibit 7.

 
Source: Company, JM Financial 

 

 TCO of Freedom 125 CNG vs. popular models Exhibit 8.

Models 
Freedom 

Drum  

Honda 

SP125 

Honda 

Shine 

Super 

Splendor 

Xtreme 

125R  

TVS  

Raidar 125 

Bajaj  

Pulsar 125 

TVS  

Radeon 

Hero 

Splendor 

Hero 

Passion+ 

Engine Capacity 125cc 125cc 125cc 125cc 125cc 125cc 125cc 110cc 100cc 100cc 

Average usage per year assumed at 10k kms 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 

On-road price (INR) (Mumbai) 113,370 104,545 98,223 100,810 117,335 116,176 104,647 94,139 90,915 95,500 

CNG cost (INR/kg) / Fuel Cost (INR per ltr/kg) 75 / 105 105 105 105 105 105 105 105 105 105 

Mileage (km per ltr/kg) (CNG / Petrol) 102 / 65 65 57 55 66 57 50 65 60 60 

Fuel cost (INR/km) 1.07 1.6 1.9 1.9 1.6 1.8 2.1 1.6 1.8 1.8 

Total fuel cost (INR) 53,254 80,769 92,593 95,455 79,545 92,105 105,000 80,769 87,500 87,500 

Maintenance cost (INR) 12,500 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 

TCO of vehicle over 50,000 kms (INR) 179,124 195,314 200,816 206,265 206,880 218,281 219,647 184,908 188,415 193,000 

Cost of ownership / year (INR) 35,825 39,063 40,163 41,253 41,376 43,656 43,929 36,982 37,683 38,600 

Cost relative to Freedom 125 CNG 
 

9% 12% 15% 15% 22% 23% 3% 5% 8% 

Source: Company, Industry, Bikewale, JM Financial 

 

 Addressable opportunity for Freedom 125 CNG in domestic market Exhibit 9.
Particulars No of units 

Total domestic motorcycle industry 11,653,237 

Upto 110cc motorcycles 5,650,755 

>110cc and upto 125cc motorcycles 3,194,934 

Upto 125cc motorcycle segment – total 8,845,689 

CNG network coverage across India (approx.)  70% 

Addressable opportunity for Freedom 125 CNG 6,191,982 

As a % of total motorcycle industry 53.1% 

Addressable opportunity for Freedom 125 CNG (per month) 516,000 

Source: Company, Industry, JM Financial 

 

 Change in estimates Exhibit 10.

Particulars 
New assumption Old assumption % Change 

FY25E FY26E FY25E FY26E FY25E FY26E 

Revenue (INR mn) 533,889 617,641 525,060 599,247 1.7% 3.1% 

Volume (mn units) 4,944,118 5,513,281 4,831,618 5,287,906 2.3% 4.3% 

Growth (%) 13.6% 11.5% 11.0% 9.4% 
  

EBITDA (INR mn) 108,314 128,505 107,398 125,670 0.9% 2.3% 

EBITDA margin (%) 20.3% 20.8% 20.5% 21.0% (20bps) (20bps) 

PAT (INR mn) 91,035 108,069 90,339 105,915 0.8% 2.0% 

Source: Company, JM Financial 

Upto 125cc 

motorcycles: 

Opportunity 
s ize for 

Freedom 125

53.1%

>125cc 

motorcycles

46.9%
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Financial Tables (Standalone) 

Income Statement   (INR mn) 

Y/E March FY22A FY23A FY24A FY25E FY26E 

Net Sales 3,21,360 3,53,592 4,35,789 5,21,165 6,03,010 

Sales Growth 18.4% 10.0% 23.2% 19.6% 15.7% 

Other Operating Income 10,087 10,685 11,064 12,723 14,632 

Total Revenue 3,31,447 3,64,276 4,46,852 5,33,889 6,17,641 

Cost of Goods Sold/Op. Exp 2,43,298 2,60,548 3,17,434 3,77,965 4,35,927 

Personnel Cost 13,588 14,449 15,376 17,136 18,812 

Other Expenses 21,975 23,788 25,813 30,474 34,398 

EBITDA 52,586 65,491 88,229 1,08,314 1,28,505 

EBITDA Margin 15.9% 18.0% 19.7% 20.3% 20.8% 

EBITDA Growth 6.7% 24.5% 34.7% 22.8% 18.6% 

Depn. & Amort. 2,692 2,824 3,498 3,660 3,856 

EBIT 49,895 62,667 84,731 1,04,654 1,24,649 

Other Income 12,092 11,814 14,025 16,128 18,547 

Finance Cost 87 395 535 1,000 1,000 

PBT before Excep. & Forex 61,901 74,086 98,220 1,19,783 1,42,196 

Excep. & Forex Inc./Loss(-) 3,153 0 0 0 0 

PBT 65,053 74,086 98,220 1,19,783 1,42,196 

Taxes 14,865 17,810 23,432 28,748 34,127 

Extraordinary Inc./Loss(-) 0 0 0 0 0 

Assoc. Profit/Min. Int.(-) 0 0 0 0 0 

Reported Net Profit 50,189 56,276 74,788 91,035 1,08,069 

Adjusted Net Profit 47,036 56,276 74,788 91,035 1,08,069 

Net Margin 14.2% 15.4% 16.7% 17.1% 17.5% 

Diluted Share Cap. (mn) 289.4 283.0 279.2 279.2 279.2 

Diluted EPS (INR) 162.5 198.9 267.9 326.1 387.1 

Diluted EPS Growth 3.3% 22.4% 34.7% 21.7% 18.7% 

Total Dividend + Tax  48,776    39,614   22,334   41,877    55,836 

Dividend Per Share (INR)   140.0   140.0   80.0     150.0   200.0 

 Source: Company, JM Financial 

Cash Flow Statement                                                     (INR mn) 

Y/E March FY22A FY23A FY24A FY25E FY26E 

Profit before Tax 61,901 74,086 98,220 1,19,783 1,42,196 

Depn. & Amort. 2,692 2,824 3,498 3,660 3,856 

Net Interest Exp. / Inc. (-) 87 395 535 1,000 1,000 

Inc (-) / Dec in WCap. 1,635 10,500 19,150 -14,208 1,377 

Others 3,153 0 0 0 0 

Taxes Paid -14,865 -17,810 -23,432 -28,748 -34,127 

Operating Cash Flow 54,602 69,995 97,971 81,487 1,14,302 

Capex -4,991 -11,695 -7,781 -8,873 -8,975 

Free Cash Flow 49,611 58,300 90,190 72,614 1,05,327 

Inc (-) / Dec in Investments -11,872 8,977 -15,690 -27,000 -27,000 

Others  -87 -395 -535 -1,000 -1,000 

Investing Cash Flow -16,949 -3,113 -24,005 -36,873 -36,975 

Inc / Dec (-) in Capital 0 -64 -38 0 0 

Dividend + Tax thereon -48,776 -39,614 -22,334 -41,877 -55,836 

Inc / Dec (-) in Loans 0 0 8,341 0 0 

Others 11,734 -30,230 -57,426 0 0 

Financing Cash Flow -37,043 -69,909 -71,457 -41,877 -55,836 

Inc / Dec (-) in Cash   610   -3,026  2,509   2,737   21,491 

Opening Cash Balance   5,274  5,883   2,858    5,366   8,103 

Closing Cash Balance     5,883   2,858   5,366   8,103   29,594 

 Source: Company, JM Financial 

 

Balance Sheet  (INR mn) 

Y/E March FY22A FY23A FY24A FY25E FY26E 

Shareholders’ Fund 2,66,688 2,54,259 2,48,605 2,97,763 3,49,996 

   Share Capital 2,894 2,830 2,792 2,792 2,792 

   Reserves & Surplus 2,63,794 2,51,429 2,45,813 2,94,971 3,47,204 

Preference Share Capital  0 0 0 0 0 

Minority Interest 0 0 0 0 0 

Total Loans 0 0 8,341 8,341 8,341 

Def. Tax Liab. / Assets (-) -1,990 -3,193 -2,549 -2,549 -2,549 

Total - Equity & Liab. 2,64,698 2,51,066 2,54,396 3,03,554 3,55,787 

Net Fixed Assets 19,108 27,979 32,262 37,475 42,593 

   Gross Fixed Assets 47,652 59,296 67,621 75,896 84,769 

   Intangible Assets 0 0 0 0 0 

   Less: Depn. & Amort. 29,312 32,136 35,635 39,294 43,150 

   Capital WIP 768 819 275 873 975 

Investments 2,38,233 2,29,256 2,44,946 2,71,946 2,98,946 

Current Assets 54,385 45,917 56,242 74,090 1,06,179 

   Inventories 12,305 13,979 16,956 19,990 23,129 

   Sundry Debtors 15,164 17,761 21,224 28,557 33,042 

   Cash & Bank Balances 5,883 2,858 5,366 8,103 29,594 

   Loans & Advances 10,136 6,151 6,136 9,381 10,854 

  Other Current Assets 10,897 5,168 6,560 8,060 9,560 

Current Liab. & Prov. 47,029 52,087 79,053 79,957 91,931 

   Current Liabilities 45,478 50,419 77,162 75,787 87,107 

   Provisions & Others 1,551 1,668 1,891 4,169 4,824 

Net Current Assets 7,356 -6,170 -22,811 -5,866 14,248 

Total – Assets 2,64,698 2,51,066 2,54,396 3,03,554 3,55,787 

 Source: Company, JM Financial 

 

 

Dupont Analysis                                                    

Y/E March FY22A FY23A FY24A FY25E FY26E 

Net Margin 14.2% 15.4% 16.7% 17.1% 17.5% 

Asset Turnover (x) 1.3 1.4 1.7 1.9 1.9 

Leverage Factor (x) 1.0 1.0 1.0 1.0 1.0 

RoE 18.1% 21.6% 29.7% 33.3% 33.4% 
 

Key Ratios                                                      

Y/E March FY22A FY23A FY24A FY25E FY26E 

BV/Share (INR) 921.6 898.6 890.5 1,066.6 1,253.7 

ROIC 179.2% 212.9% 448.4% 486.6% 339.2% 

ROE 18.1% 21.6% 29.7% 33.3% 33.4% 

Net Debt/Equity (x) -0.9 -0.8 -0.9 -0.8 -0.9 

P/E (x) 59.3 48.5 36.0 29.6 24.9 

P/B (x) 10.5 10.7 10.8 9.0 7.7 

EV/EBITDA (x) 48.6 39.3 29.1 23.4 19.3 

EV/Sales (x) 7.7 7.1 5.7 4.7 4.0 

Debtor days 17 18 17 20 20 

Inventory days 14 14 14 14 14 

Creditor days 60 62 79 65 65 

Source: Company, JM Financial 
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History of Recommendation and Target Price  

Date Recommendation Target Price % Chg. 

30-Jan-20 Buy 3,550   

13-Apr-20 Buy 2,850 -19.7 

20-May-20 Buy 2,850 0.0 

22-Jul-20 Buy 2,975 4.4 

22-Oct-20 Buy 3,350 12.6 

21-Jan-21 Buy 4,200 25.4 

30-Apr-21 Buy 4,200 0.0 

23-Jul-21 Buy 4,200 0.0 

28-Oct-21 Buy 4,250 1.2 

20-Jan-22 Buy 4,100 -3.5 

28-Apr-22 Buy 4,250 3.7 

15-Oct-22 Buy 4,250 0.0 

26-Jan-23 Buy 4,400 3.5 

25-Apr-23 Buy 4,600 4.5 

25-Jul-23 Buy 5,250 14.1 

19-Oct-23 Buy 5,450 3.8 

25-Jan-24 Buy 7,700 41.3 

18-Apr-24 Buy 9,500 23.4 

        

        
 

 

Recommendation History 
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JM Financial Inst itut ional Secur it ies Limited  

Corporate Identity Number: U67100MH2017PLC296081 
Member of BSE Ltd. and National Stock Exchange of India Ltd. 

SEBI Registration Nos.: Stock Broker - INZ000163434, Research Analyst - INH000000610 
Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India. 

Board: +91 22 6630 3030 | Fax: +91 22 6630 3488 | Email: jmfinancial.research@jmfl.com | www.jmfl.com 
Compliance Officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: sahil.salastekar@jmfl.com 
Grievance officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: instcompliance@jmfl.com 

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

Definition of ratings 

Rating Meaning 

Buy Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and  REITs* and more than 

15% for all other stocks, over the next twelve months. Total expected return includes dividend yields. 

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market 

capitalisation in excess of INR 200 billion and  REITs* and in the range of 10% downside to 15% upside from the current market price 

for all other stocks, over the next twelve months. 

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months. 

* REITs refers to Real Estate Investment Trusts. 

Research Analyst(s) Certification 

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: 

All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and 
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report. 
 

Important Disclosures 
 

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the 

company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select 

recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written 

consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein. 

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading 

memberships of the BSE Ltd. (BSE) and National Stock Exchange of India Ltd. (NSE). No material disciplinary action has been taken by SEBI against JM Financial 

Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and 

certification from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any 

assurance of returns to investors. 

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional 

clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management, 

brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing 

offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies) 

covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from 

the company(ies) mentioned in this report for rendering any of the above services. 

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell 

the securities of the company(ies) mentioned herein or (b) 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) covered under this report or (c) act as an advisor or lender/borrower to, 

or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in, 

it may have potential conflict of interest at the time of publication of this report on the subject company(ies). 

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or 

more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014. 

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt 

or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The 

Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts) 

Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the 

company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time 

of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report. 

 
  



Bajaj Auto  07 July 2024 

JM Financial Institutional Securities Limited Page 7 

 

While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or 

developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 

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. This 

report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision. 

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been 

prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro‐economic factors. JM Financial Institutional 

Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered 

in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the 

views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report. 

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of 

any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to 

make modifications and alterations to this statement as they may deem fit from time to time. 

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 

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 
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