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FY16 highlights changing customer preferences

Past heroes (compact sedan, 100cc executive motorcycle) under pressure

SUVs are now vying for customers of compact cars, with launches like M&M KUV100.
Compact sedans witnessing pressure from premium hatchbacks and compact SUVs.
Up-trading in PVs continues, with share of PVs priced above INR500k rising by ~300bp
in FY16 to ~64% (share doubling in last five years).

®  Scooterization continues at a strong pace — share up 240bp in FY16 to ~31%.

We took a deep dive into granular data on the Indian 2W and PV industry. While
FY16 witnessed several new trends (like SUVs coming down the price points,
acceptance of Maruti’s premium products, differentiated products gaining
acceptance, etc), we saw continuance of bigger trends in FY16 (like up-trading in
—— Lowest Cost SUV (INR '000) * PVs, scooterization, value migration from 100cc executive segment, etc).

SUVs coming down the price curve

924 SUVs moving down price curve, entering into price zone of compact cars

771 771 771 FY16 witnessed further decline in price points for SUVs, with the launch of M&M
KUV100 at ~INR501k (on-road Delhi). The cheapest SUV last year was Ford Ecosport
201 priced at ~INR771k. Five years ago, the cheapest SUV was M&M Scorpio priced at
~INR1m. KUV10O pricing slots it directly in competition with compact cars (~¥30% of
industry volumes) like Grand i10 (~INR527k) and Swift (~*INR522k).

Compact sedans under pressure from premium hatchbacks, compact SUVs

The compact sedan segment, which grew at ~50% CAGR between FY12-15 (share
increased from 4% to 15%), is showing first signs of slowdown. The segment posted
~3% growth in FY16 (share declined by ~60bp), driven by demand from the taxi

Kwid ~ success  shows  what  seoment. While it may be too early to conclude, our assessment indicates dual
differentiated product can do
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pressure from compact SUVs (share going up 2x in FY16 to ~7%) and premium

hatchbacks (share increased 250bp in FY16 to ~7%).
Alto " Kwid ®Eon

Differentiated product, even from weaker player, can disrupt markets
FY16's biggest success was Renault Kwid, driven by exciting product design and

23 19 17 18
19 11 excellent combination of features at reasonable price. Despite Renault’s limited
brand equity and weaker distribution (~208 dealers v/s ~2,000 dealers for MSIL), it
77 81 63 71 has garnered ~100k bookings and has a waiting period of over six months! Since

launch in October 2015, Kwid’s 2HFY16 market share of in the Mini segment was
~19%, hurting MSIL (-13pp market share loss over 1HFY16 to ~74%). The success of
Kwid shows how a differentiated product can disrupt even a mature segment.

FY15 1HFY16 2HFY16 FY16

Year of defenders (market leaders) turning into challengers

FY16 saw market leaders in cars (MSIL) and UVs (M&M) entering new segments and
challenging segment leaders. MSIL launched several products in new segments —
Baleno (challenging i20), S-Cross (challenging Duster/Scorpio) and Brezza
(challenging Ford EcoSport), gaining ~180bp market share in FY16 to 46.8% (new
launches contributing ~270bp market share). M&M entered the compact SUV
segment with TUV30O (challenging Ford EcoSport) and KUV10O (creating a new
segment targeting compact cars), but still lost ~80bp market share in domestic PVs.
Its new product launches, though, contributed ~150bp market share gain.
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Share of PV priced >INR500k
doubled in 5 years
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Up-trading in PVs continues

The trend of up-trading continued in FY16, with the share of PVs priced above
INR500k rising by ~300bp to ~64%, driven by models like i20, Baleno, Creta,
KUV100, etc. The share of PVs priced above INR500k has doubled in the last five
years.

Maruti’s foray in premium segment satisfactory

MSIL’s premium products (Ciaz, S-Cross and Brezza) contributed over 11% to
domestic volumes (in March 2016) v/s under 3% in FY15. Despite moderate success
for S-Cross, it has garnered ~15% market share of similar priced UVs, whereas Ciaz
sustained its initial momentum in FY16 (sustaining monthly run-rate of ~5,000) and
Brezza has started on very strong footing.

Scooterization continues at strong pace — share up 240bp to ~31%
Scooterization continued in FY16, with scooters growing ~12% (v/s 15.5% CAGR over
FY12-15) as against marginal decline of 0.4% in domestic motorcycle volumes.

100cc executive motorcycles seeing 3-way outward value migration?

The 100cc executive motorcycle segment has been under pressure (~2% CAGR
decline since FY13). While it might be too early to conclude, we believe there is
value migrating from 100cc executive segment towards scooters, 100cc economy
segment (rural markets, driven by aggressive pricing of CT100, which is at 22-31%
discount to Splendor) and premium segment (up-trading to 150cc & above). The
share of 100cc executive segment has reduced from 33% in FY14 to ~26% in FY16.

Valuation & view

While we estimate good recovery in volumes for 2Ws (~10% growth in FY17) and
4Ws (~12% growth in FY17), severe competitive intensity would restrict pricing
power. We prefer the CV segment, where recovery is expected to remain strong,
with ~25% growth in FY17, given relatively better pricing power with OEMs. Our top
picks are TTMT and BOS among large caps, and AL and BHFC among midcaps.

Exhibit 1: Autos - Valuation summary

CMP Rating TP P/E (x) EV/EBITDA (x) RoOE (%) RoCE (%) EPS CAGR (%)

(INR)* (INR) FY16E FY17E FY16E FY17E  FY16E FY17E FY16E FY17E  FY16E-18E
Auto OEM's
Bajaj Auto 2,543 Buy 2,759 20.2 17.3 13.1 11.7 32.0 33.0 45.6 44.2 14.7
Hero MotoCorp 2,967 Buy 3,418 18.8 16.3 12.1 10.5 43.4 41.0 60.5 56.3 18.1
TVS Motor 323 Buy 365 35.1 21.7 20.7 13.6 24.3 31.7 23.1 31.0 39.1
M&M 1,327 Neutral 1,473 23.2 17.9 17.3 14.3 14.5 15.4 15.9 17.2 18.7
Maruti Suzuki 3,734 Buy 4,407 23.5 19.2 11.1 9.9 17.3 18.7 23.9 25.0 24.7
Tata Motors 411 Buy 498 11.5 9.9 4.2 3.8 18.4 17.1 16.3 15.6 24.7
Ashok Leyland 106 Buy 121 28.1 15.9 13.9 8.8 19.5 28.7 20.0 30.0 50.2
Eicher Motors 19,939 Buy 21,544  42.0 34.5 22.4 19.5 34.6 42.9 38.2 48.4 29.6
Auto Ancillaries
Bharat Forge 796 Buy 967 24.0 19.7 12.6 11.1 20.9 22.1 21.9 23.7 27.2
Exide Industries 144 Buy 162 21.7 18.1 12.7 11.0 12.8 13.9 17.5 17.9 18.0
Amara Raja Batteries 929 Buy 1,052 31.0 23.7 18.4 14.7 25.6 24.8 35.7 32.8 25.0
BOSCH 19,837 Buy 23,996 52.6 37.5 33.7 24.5 15.2 18.7 22.4 26.4 34.9

Source: Company, MOSL
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New Launches drive Passenger vehicle sales in FY16

FY16 domestic PV volumes grew by ~7.3 to 2.79m units, driven by ~12.5%
growth in UVs and ~6% growth in cars. Compact cars grew 17%YoY and UV1
grew 16%YoY.

Share of Mini segment declined while share of compact segment is rising.
Dominance of Compact UV’s in the UV segment on the rise, with contribution of
33% to overall UVs.

Compact sedan growth in FY16 (+3% YoY) was contributed primarily by Maruti
Suzuki’s Dzire Tour (+ 105% YoY). Other players record a decline in sales.

PVs witnessed continuance of up-trading, with share of PVs priced >INR500k
increased by ~300bp to ~64%.

Exhibit 2: Share of compact and UV segments on the rise (% of domestic PVs)
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Source: MOSL, Company

Exhibit 3: Share of Premium vehicles on the rise (% of domestic PV industry)
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Source: MOSL, Company

Best ever product lifecycle driven MSIL share further up to ~47%

Maruti Suzuki gained further market share (+180bp) to ~46.8%, driven by best
ever product lifecycle with 3 launches and full benefit of previous year launches
(Ciaz and Celerio). New launches drove market ~270bp market share for MSIL.
Despite several new launches, M&M lost ~80bp market share to ~8.8% of the
domestic PV industry. In UVs, it lost ~90bp market share to ~39.4%.

Hyundai gained ~120bp market share to 15%, driven by compact cars (Grand i10
and i20) and compact UV (Creta) segment.

Inspite of new launches by Tata Motor, its market share remained under
pressure with decline of ~80bp to 5.4%.

Renault’s Kwid recorded robust sales, thus increasing the competitive intensity
in a rather consolidated mini segment. This helped Renault to gained ~90bp
market share to ~2.6% of domestic PV.

25 April 2016
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Exhibit 4: Maruti and Hyundai continues to gain market share on back of new launches

Maruti Hyundai Honda Tata Motors M&M m®Toyota M Others
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Source: MOSL, Company

Mini Segment — Disrupted by Renault Kwid

m  Share of mini segment in the overall PV mix has been declining over the past 2
years (23% in FY14 to 19% in FY16). Primary reasons leading to decline in the
segment were weak monsoons affecting rural demand, no new launches in the
past 3 years and consumer preferences shifting towards premium hatchbacks.

B Renault’'s Kwid launched in H2FY16 made significant headway in the mini
segment by capturing share from Maruti’s Alto.

®  Since launch in Oct-15, Kwid’s 2HFY16 market share of Mini segment stood at
~19% hurting MSIL (-13pp market share loss over 1HFY16 to ~74%).

Exhibit 5: Renaults's Kwid challenges the dominance of Alto in the mini segment (market
share - %)
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Source: MOSL, Company

Exhibit 6: Renault’s entry heats up competitive intensity (market share - %)

Maruti Suzuki Renault Hyundai Others
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Source: MOSL, Company
Compact Segment — Hyundai gains market share
m  This segment witnessed the highest growth (+17%YoY) in FY16 driven primarily
by Hyundai’s Grand i10 (+27%) and i20 (+45%), and Maruti’s Celerio (+30%) and
Baleno launch.
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®  Maruti remains the market leader with a 42% share (-110bp) in FY 16, however
Hyundai gained 230bp market share to 34.2%.

Exhibit 7: Compact segment market share (%) - Hyundai catching up

Maruti Hyundai Honda Tata Motors Ford m Others
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Compact Sedan segment — Taxi segment demand drives growth

m  Compact sedan segment grew 3% YoY in FY16, driven by Maruti Suzuki (+11%
YoY), while sales volumes of players like Honda, Hyundai and Tata Motors
declined.

m Demand from taxi segment was key driver of growth in this segment. Else,
segment would have witnessed decline.

®  Maruti Suzuki’s offering in the compact sedan Dzire Tour doubled due to
increased demand for inter-city tourist vehicles.

Exhibit 8: Compact Sedan - Surge in Dzire Tour volumes helps Maruti (market share - %)

Maruti Hyundai Honda Tata Motors B M&M ® Others
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Source: MOSL, Company

Mid-Size Sedan — Ciaz gains #2 spot and 25% market share

m  Mid-size sedan segment volumes were flat in FY16.

m  The launch of ‘Ciaz’ in mid FY15 proved to be a big winner for Maruti which
marked its entry in the premium sedan segment. Ciaz sustained initial
momentum, and is now clocking ~5,000 units/month. Maruti’s market share in
mid-size sedans segment expanded by ~10pp to ~25%.

m  Honda continues to be the market leader with a 36% share in FY16.

®  Hyundai’s share plummeted to single digits (8% in FY16 vis a vis 15% in FY15) as
Verna faced stiffed competition from Maruti’s Ciaz and Honda’s City

25 April 2016 5
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Exhibit 9: Competition increases post the launch of Ciaz (market share - %)
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UV1 segment — Creta drives Hyundai’s ~17% market share on debut

UV1 segment witnessed highest action in FY16 with major OEM’s launching new
models (Creta, S-Cross, TUV300, KUV10O0 and Brezza). As a result, this segment
grew by ~16% YoY in FY16.

Hyundai’s Creta turned out to be the blockbuster launch of FY16 (average
volumes of ~7500 units/month) and has waiting period of upto 10 months!
M&M continued to be the market leader with a 31% share (increase of 120 bps)
in FY16, driven by TUV30O. Launch of KUV10O (in Jan-16) is likely to further
push market share

Maruti Suzuki‘s market share increased to 26% in FY16 driven by S-Cross.
Though S-Cross was not a runaway success, it helped Maruti to gain incremental
volumes of 24,000 in FY16 and ~15% market share in similar priced SUVs.

Ford and Renault lost market share due to new model launches by peers in the
compact UV space.

Exhibit 10: Hyundai and Maruti benefit from new launches Exhibit 11: Changing consumer preferences towards
in the UV1 segment (market share - %) Compact UVs
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Two wheeler sales growth hits roadblock in FY16; Signs
of gradual recovery seen

®m  Domestic Two wheeler sales grew marginally by 2.8% YoY in FY16; Motorcycle
sales were flat while fast growing scooter segment too entering the slow lane.

®  Motorcycle sales volumes were flat (-0.4% YoY) in FY16 as repercussions of
second consecutive year of failed monsoon affected rural demand. While sales
in 9MFY16 declined by 2.7%, recovery was seen during the last 3 months of FY16
with a 7 % growth in motorcycle sales volumes.

m  Scooter segment, which grew ~24% CAGR over FY13-15, too witnessed
moderation with 11.7% growth in FY16.

B The share scooters in the 2-wheeler mix rose from 28% in FY15 to 31% in FY16.

B Moped sales too declined by 4.2% YoY in FY16 mirroring rural distress.

Exhibit 12: Share of Scooters growing at a rapid pace (% of total 2Ws)

Motorcycles Scooters Mopeds
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Exhibit 13: Executive 100cc segment witnessing outward value migration in the two-
wheeler mix
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Stable 2W market shares in FY16

m  HMCL continues to be the market leader in the 2 wheeler industry with a 39%
share (-120bp) in FY16.

m Bajaj Auto’s market share was stable at ~11.5% (+40bp), as benefit of new
model launches was off-set by lack of presence in fast growing scooters.
However, its market share in the motorcycle segment improved by 120bps to
18% in FY16 as new product launches (CY100, Avenger and V15) diluted impact

25 April 2016
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of continued weakness in Discover. Full benefit of Avenger and V15 will be
realized in FY17.

m  HMSI’'s market share declined by ~60bp to ~26%, despite it maintaining its
stronghold in scooter (stable at ~55.4% market share) while motorcycle was a
drag (-240bp to ~14%).

m  TVS Motor market share were stable at ~13.4% (+20bp), with ~15.4% market
share in scooters (+20bp) and ~6.7% market share in motorcycle (+50bps).

Exhibit 14: Hero remains the market leader ; Competition between TVS and Bajaj heats up
in the domestic 2 wheeler industry

HMCL Bajaj HMSI TVS ®Others
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Economy Segment — Bajaj’s CT100 creates disruption

m  The launch of Bajaj’s CT 100 helped Economy segment to register growth of
~17%, resulting in increase in share by ~175bp to 15% in FY16.

B Bajaj’s CT100 with aggressive pricing drove market share gain of ~11pp to 36%
in FY16. It took market share from both Hero and TVS while also adding
incremental volumes to the segment
Hero lost ~500bp market share to 48% share in FY16.

m Average volumes for Bajaj’s Platina have been at ~28,000units/month till
November 2015. However since the past 4 months (Dec-Mar 2016) volumes
have averaged only ~17,000 units/month

Exhibit 15: Launch of CT 100 a game changer for Bajaj; Traction seen in volumes of TVS

HMCL = Bajaj = TVS
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Executive 100 — Declines 11%, but HMCL gains market share

m The segment was the worst performer with a 11% decline YoY in FY16
(accounted for ~ 25% of sales volumes in FY16 vis a vis a 30% share a year ago)

m  Apart from scooterization, new launches in the economy segment at
competitive prices and additional features have likely impacted demand for
Executive 100cc segment, especially in rural markets.

m  Though the share of Hero in the Executive 100 has gone up from 78% in FY15 to
85% in FY 16, HMCL sales in this segment declined by 6% YoY in FY16. Sales
volumes of HMSI and Discover declined at a faster pace thus helping HMCL
consolidate its market share.

Exhibit 16: Strong brand image helps Hero consolidate its position in the shrinking segment

HMCL Bajaj HMSI Others
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Executive 125 — Remains under pressure

m  The segment declined by 5% YoY in FY16 and ~4% CAGR decline since FY13.

m  Honda remained the market leader with a 44% share in FY16 (flat). HMSI ‘s sales
of Shine declined by 6% YoY in FY16

m  HMCL’s Executive 125cc segment declined ~3%, driving ~60bp market share gain
to 39% in FY16.

m  TVS was the outperformer with robust sales of Phoenix (+31% YoY) in FY 16,
driving market share gain of ~80bp to ~2.7%.

Exhibit 17: Market leader consolidating their position (market share - %)

HMCL Bajaj HMSI TVS mOthers
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Premium <200 - TVS gains on back of Apache, Bajaj on new Pulsars

m  This segment marginally declined by 1% YoY in FY16. However the competition
in this segment continued to increase with TVS inching towards Yamaha, both
fighting for the 2nd spot with equal share of 18% (TVS gained 400 bps while
Yamaha lost 300 bps in FY16).

m  TVS outperformed the market with a 30 % YoY growth in FY16, in its premium
offering Apache.

B Bajaj continued to be the market leader with its Pulsar series, with ~90bp
market share gain to ~38.4%.

m  HMSI was the biggest loser in the segment (-540bp to ~13.5%), as its sales
declined due to transition from Unicorn 150 to Unicorn 160.

Exhibit 18: TVS continues to outperform with Apache; Weak product portfolio pulls down
HMSI's share

HMCL Bajaj HMSI TVS ®Yamaha
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Premium >200 - leisure segment drives strong growth

m  Growth in this segment was primarily driven by leisure segment viz Royal Enfield
(+54% YoY) and Bajaj’s Avenger (+227%) in FY16. Sports segment volumes
declined by ~13%. Contribution of this segment improved by ~150bp to 4.6% of
total 2W industry.

m  Outperformance by Royal Enfield led to ~80bp market share gain for RE to ~66%
of Premium >200cc segment.

B Bajaj too gained market share by ~380bp to ~33%, driven by Avenger in FY16.

m  HMCL lost ~470bp market share to 0.5%, as Karizma volumes declined ~86%.

Exhibit 19: Royal Enfield's dominance continues

HMCL Bajaj HMSI Royal Enfield
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Scooters — Outperformance continues, share gain continues

Scooter segment, which grew ~24% CAGR over FY13-15, too witnessed
moderation with 11.7% growth in FY16.

The share scooters in the 2-wheeler mix rose from 28% in FY15 to 31% in FY16.
Competitive intensity in the fastest growing scooter segment increased with
Hero launching 2 products in FY16.

Honda continues to be the market leader with stable market share at ~55.4%.
Market shares of HMCL (at ~16.3%) and TVS (at ~15.4%) also witnessed stable
market share.

Exhibit 20: Competition heats up between Hero and TVS

HMSI HMCL TVS Yamaha M Suzuki M Others
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Source: MOSL, Company
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Valuation and view

m  After prolonged period of muted demand for 2Ws and 4Ws, we are witnessing
conducive environment for recovery led by a) possibility of normal monsoon
after 2 deficient ones, b) governments boost for rural markets, c) benefit of 7th
Pay Commission payouts, and d) potential economic recovery from 2HFY17.

m  While we estimate good recovery in volumes for 2Ws (~10% growth in FY17)
and 4Ws (~12% growth in FY17), severe competitive intensity would restrict
pricing power for OEMs in an environment of commodity price inflation and
adverse Fx movement.

m  We prefer CV segment, where recovery is expected to remain strong with ~25%
growth in FY17 with relatively better pricing power with OEMS.

m  Hence, our top picks are TTMT and BOS among large caps, and AL and BHFC
among midcaps.

Exhibit 21: Autos - Valuation summary

CMP Rating TP P/E (x) EV/EBITDA (x) ROE (%) RoCE (%) EPS CAGR (%)

(INR)* (INR) FY16E FY17E FY16E FY17E  FY16E FY17E FY16E FY17E = FY16E-18E
Auto OEM's
Bajaj Auto 2,543 Buy 2,759 20.2 17.3 13.1 11.7 32.0 33.0 45.6 44.2 14.7
Hero MotoCorp 2,967 Buy 3,418 18.8 16.3 12.1 10.5 43.4 41.0 60.5 56.3 18.1
TVS Motor 323 Buy 365 35.1 21.7 20.7 13.6 243 31.7 23.1 31.0 39.1
M&M 1,327 Neutral 1,473 23.2 17.9 17.3 14.3 14.5 15.4 15.9 17.2 18.7
Maruti Suzuki 3,734 Buy 4,407 23.5 19.2 11.1 9.9 17.3 18.7 239 25.0 24.7
Tata Motors 411 Buy 498 11.5 9.9 4.2 3.8 18.4 17.1 16.3 15.6 24.7
Ashok Leyland 106 Buy 121 28.1 15.9 13.9 8.8 19.5 28.7 20.0 30.0 50.2
Eicher Motors 19,939 Buy 21,544  42.0 34.5 22.4 19.5 34.6 42.9 38.2 48.4 29.6
Auto Ancillaries
Bharat Forge 796 Buy 967 24.0 19.7 12.6 11.1 20.9 22.1 21.9 23.7 27.2
Exide Industries 144 Buy 162 21.7 18.1 12.7 11.0 12.8 13.9 17.5 17.9 18.0
Amara Raja Batteries 929 Buy 1,052 31.0 23.7 18.4 14.7 25.6 24.8 35.7 32.8 25.0
BOSCH 19,837 Buy 23,996 52.6 37.5 33.7 24.5 15.2 18.7 22.4 26.4 34.9

Source: Company, MOSL
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Mahindra & Mahindra

CMP: INR1,170 TP: INRL,315 (+12%) Neutral
TUV30O Tough looks, ageressive pricing to take
competition in small SUUs.

Mahindra We met Dr Pawan Goenka—Executive Director and President of the Auto and
Farm equipment sectors, and member of the Group Executive Board and senior

Beonher MMM management team of MM—at the launch event of s irt ever compact SUV

e a0 sonayas TUVBOO. We present below the key highlghts of the nteraction
o \taoss = M8M launched TUV300, a compact SUV, with an introductory price of
L6 520e per ) sz ~INRGO0K for L5t deselengine (doesn' offr te petrol variant). V300 s
Free float (%) uunm being Ford EcoSport), and attracts a low excise duty (~12.4% v/s ~24.7% for
other SUVs)
vy TO7 S0 T iy Ve G v e 1
e e based on bocy-on-frame consucton. fs platorm is simiar o that of

Scorpio and Bolero.
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i35 1223 |a_ aM pars 10 anther campoce SV 01 (e on o
*Incl MVML chassis) by end-CY15.

estimates in the first full year of launch. Given that we were expecting
TUV300's price 1o be closer o ~INRTS0K, there could be 3 beat to our
olume estimates but margins Could be lower than estimated.
e oD G L S S
shortfalin margins will be offset by potentilly higher volumes. However,
e lowerig e PIG/17 consote 95 simaes by 24 0 facr I o
higher-thar-estimated weakness in tractor volumes. We are factoring in for
volume CAGR of ~155% for UVs and ~65% for tractors over FY15-17 and EBITDA
2005p to ~14.3% by FY17 (including MVML), transiating
into EPS (including MVML) CAGR of ~23% Valuations are now attractive at
~18.4x/14 6x FYI6E/17E consolidated EPS. Maintain Neutral with a TP of
“AINRL,315 (SOTP based).
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Interaction with the CEQ

Narrow foeus, sharp posi

over's revival Bajoj Auto

our o
. bike. s revival
‘Wl require narrow focus nd sharp positining of the brand. wir s sz
Managing picecor

e
Volume CAGR over nxt few

xpors. Upgrade €75 by 5% for FY16/17. Maintain 5UY with arevsed TP of “NAS, 162.

= It i profitable, with healthy single-cigit margin, as it is based on further cost-
optimized Boxer platform and doesn't require any marketing, Further, incremental
Volumes would crive benefit of operating leverage.

= While CT100 was re-launched in Mar-15 with 2 ~INRSSK price tag, majorty of the

£ CTI00 3 rand ko aariage when  was mnched in 8, bt i
st st 2005 e o P

Discover's

tion in positioning resuited i its downfall...

the
brand postioning—from positioning it @ 2 fun to rde bike' o also mileage focus,

= It akso stretched the line extension t00 far with o0 many variant, further confusing customers about
postioning of the Discover brand.

= Discover 125 was successfuly positioned as a “fun o ride bike'—an aspirational product for customers i the
100cc Execuive segment.

= Later, Discover 100 was posiioned as a mileage champion with 100kmpl (challenging Splendor/Passion for il

= While Discover 100 nitally cid well ilution in positoning resuited in eventual loss to HMSI's Shine. Discover's
Volumes decined from ~10k/month in Y11 to ~20k/month currently, while Shine’s volumes increased from
~28/month to ~70K/mon

& brand

= Discover's revival plan i based on narrow focus and sharp positioning, and targets doubing of volumes 10 40-
S0K/monthin 2HFY1.

= Discover as 2 product doesn't have any issue, and the brand i aiso strong. However, positioning needs t0 be

. ride’bike
100ccto the 1 .
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CMP:INR4,689 _TP: INRS,160 (+10%) Buy

September-15 below estimates, with “4% YoY growth
Toamoeg WELW Tnventory at &5 weeks, 5-Cross sales at below ak units
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SeekRurce (N Z6552791 st 123,857 unit), driven by “5.8% growth in domestic volumes, however exports
e 12neper s Yor we estimate ~12% growth
i PYL6, implying ~12.9% residual growth or 127,383 s residualrunate.

Financia & vakations (WY
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Domestic olumes grew 7% YoY to 106,083 units (v est 113k uits), We estimate

e e e e
Adi.PAT. 71 494 73 ~usumummmn e

= 2 segment (Ao, Wagon-, Swit, Celeio, itz et growth was 5% Yo (2% MoM).
Sedan segment, despit igher compettive intensiy, grew ~18% Yo (13 Mow),
driven by iaz (launched in Sep-14]. UV segment grew ~5% Yo, benefting from 5-

RoEM) 157 12 ma i
RoGE() 208 253 295 1 meskef ety

Pavowosl a5 ma mea 1% vor to st 11,250 units). We estimate
Volustions xport volume growth of 10.4%,implying resdualrun-rate of 115k units.

PIE() 355 275 153 m s shoud continue to outgrow industry driven by seversl new products launches
PIEM 24 180 137 plannedin new segments (premium hatchbck, compact SuV et

EVESTOAG) 152 137 100 m yundsi india reported sses of 56535 units up “10% YoY. Domestic sles were up
Quvedeo o5 os 12 aver

“Consol years.

than expected volumes for 5.cross and entry leve segment volumes to face stf
competion from new aunchesof competrs.
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Data Track: August 2015 volume update of auto majors
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HERO MOTOCORP V/S BAJAJ AUTO

Report
A comparative analysis of Hero MotoCorp (HMCL) and Bajaj Auto’s
(BIALT, cmas reports Hghhes vy ns on o e ector
e el s, HAC seres o gl socation, hacend ThreapeARE
imcmcn vidds, o bl Shct 1 and owdon | The ART of annual reprt nalsis
R Bt o o o e o oy ey
poli i i i HMCL v/s BIAUT
e, s some
Where HCLstands ot .
" Coptol tcstion:Canaey, e e et e e, VL et vt
e 2% .
as dividend. BIAUT utilized 11% for capex, msmhul:d 4% as on cash sccumulation
didend, MCUs RoE. ~ B -
decined from 62% n FYLL to 40% ] "?' fowertran c

from 75%in FY11 10 315%in FY15 due to cash accumuation. 7 ks e

L e
e | .
{77% of net worth) in FY15. HMCL's cash and investment
o [—————
{47% of net worth) in FY15.
O

- ° o

liabilties at INRISD (13.7% of net worth) remains significantly
higher than HMCL's INRD.04b (0.1% of nesworth) mesmene e ° °
Where BIAUT stands ut I ° °
Cash flow conversion: Eamings 1o cash flow
emainea supro or AT, it medin e COYEBDA v comtor ° °
at 95% against 91% for HMCL. This was primarily on account of “*""<""
\UT'shigher payable days, partialy offset by higher receivable
days and higher inventory cays. famn e ° °
Deen at24% of BT over th ast e years aganst BIAUTS 1%, comemamencs ° 4
* Related party transactions: In FYLS, related parties accoUMEd  touer ot bmare ees
for 10.3% of HWCUs expenditure. BIAUTS related pary ok L
expenditure were at0. [oe—
* Accounting policy: BIAUT expenses the exchange fluctuation  wansacir L 4
while HIACL
on long term items and amortizes over the period as per the  Auerauay L4 ®
e 511 Farten, R or deviopmey 5 ameraca
BIAUT over a period of three years (six years if a:qulved), wmle Mansgeral remnerzson 3 L4
HMCL amortizes it over a period of five years. HMICL cu
does not have any capitalzed RED (for development) @5 Qrumien ) s Srenie

Sandeep Gupta (5.Gupta@MotialOswal com); +91.22 3982 544
‘SomilShah (Somil Shah@MiotialOswal com) +91 22 3312 4975



http://institution.motilaloswal.com/emailer/Research/MACA-20150107-MOSL-SL-PG022.pdf
http://institution.motilaloswal.com/emailer/Research/HMCL-BJAUT-20150904-MOSL-ART-PG014.pdf
http://institution.motilaloswal.com/emailer/Research/AUTO-20150902-MOSL-DB-PG026.pdf
http://institution.motilaloswal.com/emailer/Research/MM-20150911-MOSL-CU-PG010.pdf
http://institution.motilaloswal.com/emailer/Research/BOS-20150921-MOSL-IC-PG034.pdf
http://institution.motilaloswal.com/emailer/Research/TTMT-20150915-MOSL-DR-PG030.pdf
http://institution.motilaloswal.com/emailer/Research/BJAUT-20150527-MOSL-DR-PG026.pdf
http://institution.motilaloswal.com/emailer/Research/BJAUT-20150624-MOSL-CF-PG012.pdf
http://institution.motilaloswal.com/emailer/Research/AUTO-SALES-BJAUT-20160404-MOSL-SU-PG002

Disclosures

This document has been prepared by Motilal Oswal Securities Limited (hereinafter referred to as Most) 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
affiliated company(ies). This report is for personal information of the selected recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or
inducement to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOS) is not soliciting any action based upon it. This report is not for public distribution and has been fumished to
you solely for your general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek
professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for
future performance, future returns are not guaranteed and a loss of original capital may occur.

MOSt and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We and our affiliates have investment banking and other business relationships with a some
companies covered by our Research Department. Our research professionals may provide input into our investment banking and other business selection processes. Investors should assume that MOSt and/or its affiliates are
seeking or will seek investment banking or other business from the company or companies that are the subject of this material and that the research professionals who were involved in preparing this material may educate investors
on investments in such business . The research professionals responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and
interpreting information. Our research professionals are paid on twin parameters of performance & profitability of MOSt.

MOSt generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. Additionally, MOSt
generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals or affiliates
may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing among other things, may give rise to real or potential conflicts of interest.
MOSt and its affiliated company(ies), their directors and employees and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof of companies
mentioned herein. (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.; however the same shall have no bearing
whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the affiliates of MOSt even though there might exist an inherent
conflict of interest in some of the stocks mentioned in the research report Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as
opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamental analysis. In addition MOST has different business segments / Divisions with independent research
separated by Chinese walls catering to different set of customers having various objectives, risk profiles, investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt MOSt or any of its affiliates or employees from,
any and all responsibility/liability arising from such misuse and agrees not to hold MOSt or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOSt or any of its affiliates or employees free
and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained herein is based on publicly available data or other
sources believed to be reliable. Any statements contained in this report attributed to a third party represent MOSt's interpretation of the data, information and/or opinions provided by that third party either publicly or through a
subscription service, and such use and interpretation have not been reviewed by the third party. This Report is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. While we would endeavor to update the information herein on reasonable basis, MOSt and/or its affiliates are under no obligation to update the information. Also there may be regulatory, compliance, or other reasons that
may prevent MOSt and/or its affiliates from doing so. MOSt or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. MOSt 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 merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial advisor prior to taking any investment decision based on this report or for
any necessary explanation of its contents.

Most and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant banking or brokerage services, may have received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past 12 months.

Most and it's associates have not received any compensation or other benefits from the subject company or third party in connection with the research report.

Subject Company may have been a client of Most or its associates during twelve months preceding the date of distribution of the research report

MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the date of publication of the research in the securities mentioned in this
report. To enhance transparency, MOSt has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Motilal Oswal Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. SEBI Reg. No. INH000000412

Pending Regulatory inspections against Motilal Oswal Securities Limited:

SEBI pursuant to a complaint from client Shri C.R. Mohanraj alleging unauthorized trading, issued a letter dated 29th April 2014 to MOSL notifying appointment of an Adjudicating Officer as per SEBI regulations to hold inquiry and
adjudge violation of SEBI Regulations; MOSL replied to the Show Cause Notice whereby SEBI granted us an opportunity of Inspection of Documents. Since all the documents requested by us were not covered we have requested to
SEBI vide our letter dated June 23, 2015 to provide pending list of documents for inspection.

List of associate companies of Motilal Oswal Securities Limited -Click here to access detailed report

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be directly or
indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts, strategists, or research associates principally responsible for preparation of MOSt research receive
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement Companies where there is interest
= Analyst ownership of the stock No
= Served as an officer, director or employee No

A graph of daily closing prices of securities is available at www.nseindia.com and http://feconomictimes.indiatimes.com/markets/stocks/stock-quotes

Regional Disclosures (outside India)
This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which
would subject MOSt & its group companies to registration or licensing requirements within such jurisdictions.

For Hong Kong: This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong Kong Securities and Futures
Commission (SFC) pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) “SFO”. As per SEBI (Research Analyst Regulations) 2014 Motilal Oswal Securities (SEBI Reg No. INH000000412) has
an agreement with Motilal Oswal capital Markets (Hong Kong) Private Limited for distribution of research report in Kong Kong. This report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to
SFO. Any investment or investment activity to which this document relates is only available to professional investor and will be engaged only with professional investors.” Nothing here is an offer or solicitation of these securities,
products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The Indian Analyst(s) who compile this report is/are not located in Hong Kong & are not conducting Research Analysis in
Hong Kong.

ForU.S

Motilal Oswal Securities Limited (MOSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state laws in the United States. In addition MOSL is not a
registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the
absence of specific exemption under the Acts, any brokerage and investment services provided by MOSL, including the products and services described herein are not available to or intended for U.S. persons.

This report is intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as "major institutional investors"). This
document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to which this document relates is only available to major institutional investors and will be
engaged in only with major institutional investors. In reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by
the U.S. Securities and Exchange Commission ("SEC") in order to conduct business with Institutional Investors based in the U.S., MOSL has entered into a chaperoning agreement with a U.S. registered broker-dealer, Motilal Oswal
Securities International Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be executed within the provisions of this chaperoning agreement.

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer, MOSIPL, and therefore,
may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a research analyst account.

For Singapore

Motilal Oswal Capital Markets Singapore Pte Limited is acting as an exempt financial advisor under section 23(1)(f) of the Financial Advisers Act(FAA) read with regulation 17(1)(d) of the Financial Advisors Regulations and is a
subsidiary of Motilal Oswal Securities Limited in India. This research is distributed in Singapore by Motilal Oswal Capital Markets Singapore Pte Limited and it is only directed in Singapore to accredited investors, as defined in the
Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time.

In respect of any matter arising from or in connection with the research you could contact the following representatives of Motilal Oswal Capital Markets Singapore Pte Limited:

Varun Kumar Kadambari Balachandran
Varun.kumar@motilaloswal.com kadambari.balachandran@motilaloswal.com
Contact : (+65) 68189232 (+65) 68189233 / 65249115

Office Address:21 (Suite 31),16 Collyer Quay,Singapore 04931

MoTILAL OSWAL

Motilal Oswal Securities Ltd
Motilal Oswal Tower, Level 9, Sayani Road, Prabhadevi, Mumbai 400 025
Phone: +91 22 3982 5500 E-mail: reports@motilaloswal.com






