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Operating leverage, softer RM to aid margins

Growth to remain under pressure, barring few outliers

Growth pressure is expected to continue for most OEMs as demand remains soft Companies CMP TP Rating

both domestically and globally. Key exceptions to this are TVS Motor, Eicher (INR) (NR)

Motor, and Mahindra & Mahindra. TVS Motor continues to ramp up scooter sales Autos

domestically while it also continues to expand its geographical footprint. Eicher AshokLeyland 205 286  BUY

Motor has taken a deliberate stance to drive Royal Enfield volumes at the cost of Bajaj Auto 7,574 7,711 REDUCE

margins, while its international business is also forming a good base. Mahindra & Eicher Motor 5255 5818  ADD

Mahindra continues to see increasing traction for its UVs and tractors and Hero MotoCorp 3,609 4424  BUY

continues to outperform the market. While key auto ancillary companies continue M&M 2581 2943  ADD

to face global headwinds. Maruti Suzuki 11,462 14,858  BUY

Margin to improve QoQ for OEMs on operating leverage, lower RM costs Tata Motors 583 612 REDUCE

Opverall, we expect EBITDA margin to improve QoQ for OEMs on better operating TVS Motor 2475 259  ADD

leverage and softer RM costs. Additionally, we expect Mahindra & Mahindra, Ancillaries

Maruti Suzuki, TVS Motor and Hero MotoCorp to also be hit by auto expo costs. Apollo Tyres 408 367  SELL

Price hikes taken by OEMs QoQ should get partially negated by discounts, though BalkrishnaInd ~ 2,280 2,042  SELL

discounts will be lower QoQ due to seasonal factors. Ashok Leyland and Tata Bharat Forge 971 1118  BUY

Motors CV margins to improve QoQ on better operating leverage. Key mix Endurance 1852 2032 ADD

change is being seen in Maruti Suzuki with a higher mix of the passenger car I;ggglsoofes

segment. Sumi Wiring 51 56  ADD
Samvardhana

Auto ancillary companies facing headwinds from global markets Motherson 113 126  ADD

Global demand environment remains subdued, and it could impact key ancillary Isr;fsr:;ﬁo“al

companies like SAMIL, Bharat Forge, Balkrishna Industries, Apollo Tyres and D e

Endurance Technologies, among others. Tyre companies could see some respite Suprajit 374 427 ADD

Engineering

CMP as on 9 April 2025

on RM costs QoQ), considering there should not be much of the higher cost
inventory left in the system. We expect Endurance Technologies to see RM cost
impact due to higher aluminum prices. Bharat Forge could continue to see a
decline in YoY revenues on sluggish domestic CV demand, global auto and
industrial demand, as well as slower ramp up of defense revenues. A key surprise
impact on margins could come on key export companies, especially Balkrishna
Industries, if higher ocean freight costs from November and December 2024 hit
the Q4 financials due to the lag effect.

Tariffs and global uncertainty

Auto companies could face business headwinds for a longer period on higher US
tariffs and complex global supply chains that may witness a structural impact.
Even domestic companies could remain under pressure if India were to give
favourable trade terms for import of cars, especially EVs, which could then impact
the domestic PV players as well. Global facing auto components companies to
remain under pressure as even non-US exports could see an impact considering
that some of the non-US exports would still have the US as the end consumer
market. Though we do not expect the 25% tariffs by the US on cars and auto
components to sustain, we do expect some of the 25% tariff to be retained and for
it to also be country and product specific. Hence, we have cut our FY26 and FY27
estimates meaningfully for key global companies like Tata Motors, Bharat Forge,
Samvardhana Motherson and Suprajit Engineering, to factor in the same.

Top picks

In light of the global uncertainty, we continue to maintain our top picks in Hitesh Thakurani

domestic facing stocks like Maruti Suzuki and Ashok Leyland, where we see hitesh.thakurani@hdfcsec.com
positive structural stories playing out over the medium term. +91-22-6171-7350
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Exhibit 1: Change in Estimates/Rating
c CMP Rating TP (INR) Target P/E (x) Old EPS New EPS Change %
ompan
pany (INR) New old old New old New | FY26E  FY27E | FY26E  FY27E | FY26E  FY27E
Auto
Ashok Leyland 205 BUY BUY 281 286 18 17 122 15.1 123 148 0.1 (1.6)
Bajaj Auto 7,574 REDUCE REDUCE | 8108 7,711 21 20 3460 3943 | 3371 3816 (2.6) (3.2)
Eicher Motors 5,255 ADD ADD 5587 5818 | SOTP SOTP | 1743 2075 | 1784 2057 24 0.9)
Hero MotoCorp 3,609 BUY BUY 5088 4424 | SOTP SOTP | 2670 2994 | 257.0  289.0 (3.8) (3.4)
Mahindra & 2,581 ADD ADD 3466 2943 | SOTP SOTP | 1150 1351 | 1112  127.9 (3.3) (.3)
Mahindra
Maruti Suzuki 11,462 BUY BUY 14,839 14,858 | 24 24 5436 6183 | 5423 6191 0.2) 0.1
Tata Motors 583 REDUCE REDUCE | 718 612 | SOTP SOTP | 763 947 66.5 85.1 128  (102)
TVS Motors 2,475 ADD ADD 2620 2,599 29 28 712 88.5 69.3 86.4 @.7) 2.3)
Auto Ancillaries
Apollo Tyres 408 SELL SELL 376 367 115 11 27.6 34.4 263 333 (5.0) (3.2)
e 2,280 SELL SELL 2092 2,042 19 19 97.4 114.4 94.2 1075 (3.3) 6.0)
Industries
Bharat Forge 971 BUY BUY 1273 1,118 27 25 37.9 50.2 31.9 447 159)  (11.0)
Endurance 1,852 ADD ADD 2179 2,032 24 23 74.8 9.1 69.1 88.3 7.6) ©8.1)
Technologies
Motherson Sumi
D 51 ADD ADD 59 56 28 27 18 22 17 21 (3.3) ©6.1)
Wiring
Samvardhana 113 ADD ADD 144 126 16 15 7.6 95 6.6 8.4 123)  (116)
Motherson
Sansera 1,027 ADD ADD 133 1,171 18 16 59.6 79.0 55.6 732 6.7) (7.4)
Engineering
Suprajit 374 ADD ADD 439 127 21 21 179 219 164 203 87  (73)
Engineering
Source: HSIE Research
Exhibit 2: Valuation Summary
Mea EPS (INR) P/E (x) RoE % Rev  EPS
P cmp TP CAGR CAGR
Company (INR RECO
bn) (INR) (INR) FY24 FY25E FY26E FY27E| FY24 FY25E FY26E FY27E| FY24 FY25E FY26E FY27E| FY24- FY24-
27 27
Auto
Ashok
601 205 286 BUY 92 106 123 148 222 194 167 138 315 325 319 314| 85 171
Leyland
Bajaj Auto | 2,114 7574 7711 REDUCE | 2679 3001 3371 3816| 283 252 225 198| 297 322 331 338 125 125
E/}Z}t‘g:s 1439 5255 5818  ADD | 1369 1541 1784 2057| 384 341 295 256| 262 248 246 243| 146 145
Hero 721 3,609 4424 BUY | 2065 2323 2570 289.0| 175 155 140 125 238 247 251 261| 105 119
MotoCorp
Mahindra &
! 3092 2581 2943  ADD 89.5 990 1112 1279| 288 261 232 202| 229 213 201 199| 146 127
Mahindra
gi?; 3604 11,462 14858  BUY | 4201 4728 5423 6191| 273 242 211 185 183 166 169 171| 104 138
Tata Motors | 2,234 583 612 REDUCE | 562 587 665 81| 104 99 88 69| 331 237 219 230 69 148
TVSMotors | 1,176 2,475 2599  ADD 438 526 693 864| 565 470 357 286 302 286 297 291| 161 254
Auto
Ancillaries
Apollo Tyres | 259 408 367 SELL 271 194 263 333 150 210 155 122 134 90 110 130 68 71
s 441 2280 2042  SELL 744 871 942 1075 307 262 242 212| 175 176 166 166 94 131
Industries
Bharat Forge | 452 971 1,118 BUY 198 230 319 447| 491 423 305 217| 133 142 176 215 75 313
Endurance |, 165 2032 ADD 484 546 691 883| 383 339 268 210| 145 145 162 180 143 222
Technologies
Motherson 1,0 o 56 ADD 14 13 17 21| 355 382 295 247 424 332 378 392 118 128
Sumi Wiring
Samvardhana| . g 126 ADD 43 55 66 84| 265 204 170 135 119 136 147 165 123 253
Motherson
Sansera
e 55 1,027 1171  ADD 346 395 556 732| 296 260 185 140 148 147 180 200 153 283
Engineering
Suprajit
Y 52 374 427 ADD 121 104 164 203| 310 358 229 184| 129 103 148 164| 133 189
Engineering
Source: HSIE Research
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Company

Revenue

EBITDA Margin (%)

PAT

04
FY25E

YoY
(%)

QoQ
(%)

Q4  YoY
FY25E  (bps)

QoQ
(bps)

04
FY25E

YoY
(%)

QoQ
(%)

Comment

Ashok
Leyland

1,22,688

8.9

29.4

142  3bps

138 bps

11,618

19.8

52.5

Realizations to improve 1.5% QoQ led by price
hike, lower mix of LCV and higher mix of exports.
EBITDA margin to improve to 138bps QoQ,
mainly led by operating leverage and continued
cost cutting initiatives.

Bajaj Auto

1,18,969

3.6

20.0 -89 bps

-68 bps

19.644

1.5

Realizations to improve 3% QoQ led by price
hikes, better forex realizations and mix. Lower
operating leverage to lower EBITDA margin QoQ

Eicher Motor

51,717

23.4

54

25.4 -219 bps

43 bps

11,362

15.5

7.6

Revenue to improve 5% QoQ, led by both higher
volumes and better realizations on improved mix
of exports and >350cc bikes. Additionally,
operating leverage to further aid margin QoQ.

Hero
MotoCorp

97,745

27

144 12 bps

-6 bps

11,145

9.7

Realizations to improve 1.5% QoQ on better
exports mix, higher EV mix and slightly lower
discounts QoQ. RM benefit should be partially
offset by ramp up of EV sales and that too led by
the affordable EV scooters. Other expenses
should have seasonally lower marketing costs
QoQ, though would be partially negated by
lower operating leverage, higher auto expo costs.

M&M

2,95,407

17.6

14.1 117 bps

-56 bps

24,464

13.3

-17.5

EBIT margin to decline QoQ to 17.0% for the farm
segment on lower operating leverage, and to
decline to 9.1% for the auto segment due to
impact from contract manufacturing margin for
the e-PV segment

Maruti
Suzuki

4,12,028

7.8

7.0

11.7 -59 bps

5 bps

37,816

7.3

ASP to increase 0.5% QoQ as price hikes would
be partially negated by discounts, adverse mix
and lower operating leverage as additional
capacity (Kharkhoda plant) got commissioned.
Auto expo costs to hit other expenses.

Tata Motors

12,19,962

1.7

7.4

12.7 -151 bps

118 bps

72,109

32.7

JLR EBIT margin to be 10.3% on better operating
leverage and continuing lower depreciation as
the company extends its current platforms on
delay of EV plans. CV EBITDA margin to be
12.4% on better operating leverage as volumes
grew 10% QoQ. CV realizations to grow 3% QoQ
led by price hike and lower mix of SCV sales. PV
EBITDA margin to improve marginally QoQ to
7.9% on better operating leverage, lower EV mix.

TVS Motor

92,665

13.4

1.9

119 57 bps

2 bps

6,428

32.4

3.9

Revenue to improve 2% QoQ, led by better dollar
realizations. Margins to be stable QoQ as better
mix and cost reduction to be negated by auto
expo costs. We have not yet factored in any PLI
benefit for Q4, as we await clarity from the
management on the accounting of the same.

Total

24,11,181

5.8

5.2

13.4 -74 bps

52 bps

194,586

8.7

10.1

Source: HSIE Research
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Exhibit 4: Q4FY25 Auto Ancillary Estimates
Revenue EBITDA Margin (%) PAT
Company Q4 YoY  QoQ Q4 YoY QoQ Q4 YoY QoQ Comment
FY25E (%) (%)| FY25E (bps) (bps) FY25E (%) (%)
We expect EBITDA margin to be under pressure
ApolloTyres | 66795 67 36| 130 342bps -67bps| 3083 -188  -94/20Q as minor RM benefit should be more than
negated by lower operating leverage in the
European operations.
Revenue to increase 3.4% QoQ led by seasonal
Balkrishna growth in volumes. EBITDA margin to decline
2 -1.4 4 244 -1 -42 4,1 -13.4 -5.2
Industries 50 3 50 bps bps e 3 > 42bps QoQ to 24.4% led by higher raw material
costs that are hitting the financials with a lag
Standalone revenue to degrow YoY on subdued
Bharat Forge 21,841 -6.2 4.2 290 71bps -8bps| 3,590 -10.2 3.5|global environment and slowing defence
revenues. EBITDA margin to remain stable QoQ.
QoQ revenue growth to be led by the fast
Endurance. 29,248 8.9 23 125 -199bps -52bps| 1,765 16.0 _4 3[8Towing alloy wheel and disc brake business e
Technologies well as the aftermarket segment. EBITDA margin
to be impacted by higher RM, employee costs.
Motl}ers.oT1 24113 8.0 48 106 -243bps  29bps| 1,521 206 86 RamP up of new facilities, a.nd operat.mg leverage
Sumi Wiring to drive revenues and margin expansion QoQ
Samvardhana Revenue to grow QoQ on execution of healthy
2,87,505 6.3 3.9 10.0 -87bps 27bps| 9,985 -27.2 13.6|orderbook and better integration of recent
Motherson o
acquisitions.
Sansera 7,604 19 45| 174 41bps -lbps| 566  22.8 16
Engineering
Suprajit 8944 142 76| 118 -25bps 14bps| 477  -194 427
Engineering
Total 4,72,640 5.5 28| 124-145bps -1bps| 25150  -19.9 4.0

Source: HSIE Research
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Disclosure:

I, Hitesh Thakurani, MBA author and the name subscribed to this report, hereby certify that all of the views expressed in
this research report accurately reflect my views about the subject issuer(s) or securities. SEBI conducted the inspection and
based on their observations have issued advise/warning. The said observations have been complied with. I also certify that
no part of my compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in
this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more
in the subject company at the end of the month immediately preceding the date of publication of the Research Report.
Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any material
conflict of interest.

Any holding in stock - No

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the
risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice
before investing. Nothing in this document should be construed as investment advice. Each recipient of this document
should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in
securities of the companies referred to in this document (including merits and risks) and should consult their own advisors
to determine merits and risks of such investment. The information and opinions contained herein have been compiled or
arrived at, based upon information obtained in good faith from 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. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update
this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same
should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as
ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered
to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), 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) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation
in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or
income, etc.
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from
time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period
preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third
party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any
material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on
any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports
that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject
company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDEFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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