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BAJAJ AUTO

Notional Forex Loss Dilutes Record Profit Performance

Bajaj Auto’s (BJAUT) Q2FY12 adjusted net profit at Rs7.9bn was inline with
our estimate. However, due to a notional forex loss of Rs954mn, reported
profit was lower at Rs7.3bn. There was a sequential improvement in
profitability as margins expanded 100bps to 20.1% (PINCe 20%). A 3.5% QoQ
increase in blended realisations aided margin expansion. EBITDA per vehicle
was up 1.3% YoY to Rs9.1k/unit.

Exports drive volumes to record high: Overall volumes during the quarter touched
a high of 1.16mn units as exports grew 38% YoY to 424k units. Domestic volume
growth was subdued at 6.7%. Additional dispatches were directed to export markets
so as to take advantage of the higher export benefit rate under the DEPB scheme
which ended on 30th September. Motorcycle and three wheeler export volumes
were up 37% and 44% respectively. In contrast, domestic motorcycle volumes were
up only 8.2%, while three wheelers declined 8.6%. During the quarter BJAUT
relaunched the Boxer brand with a 150cc product especially targeted towards the
rural market.

Margins better than expectation: Realisations were better than expected
especially on the export front. Blended realisation increased by 3.5% QoQ as against
our expectation of flat realisation. A lower, 1.9% QoQ growth in raw material cost
per vehicle aided in a 100bps sequential expansion in profitability. EBITDA per vehicle
at Rs9.1k per unit was 2.3% higher than our estimate.

Notional forex loss of Rs954mn: The company has entered into range forward
contracts so as to protect export realisations. Due to the depreciation of the INR
against the USD, the company reported a notional loss of Rs954mn (Rs650mn net
of tax) on these contracts. However, these losses will be reversed in the coming
quarters as the exports are realised or the INR depreciation is reversed. Adjusted for
this notional loss, net profits were up 16% YoY to Rs7.9bn.

Outlook: The DEPB export incentive was replaced by the Duty drawback scheme
effective 1st October and incentive rate was reduced from 9% to 5.5%. BJAUT
undertook price hikes to the tune of 3.5% in export markets and 1% on select
products in domestic market. Additionally, the government has announced a 1%
special duty benefit on exports till 31st Mar'12. The sharp depreciation of the INR is
expected to further aid exports profitability. As a result, despite the reduced level of
exports benefit, we maintain our estimate for the company. Our earnings estimate
for FY12 and FY13 are Rs107.5 and Rs123.3 respectively.

VALUATIONS AND RECOMMENDATION

The stock is trading at 13.1x its FY13E earnings. We reiterate ‘BUY’ recommendation
on the stock with a target price of Rs1,850 discounting FY13E earnings 15x.

KEY FINANCIALS (Rs mn)

FY09 FY10 Fy11l FY12E FY13E
Net Sales 84,369 115,085 159,981 192,131 218,257
YoY Gr.(%) (2.6) 36.4 39.0 20.1 13.6
EBITDA 11,751 25,752 33,836 39,090 44,112
EBITDA Marg.(%) 13.4 21.6 20.4 19.7 19.6
Adjusted Net Profit 7,939 18,118 26,152 31,106 35,691
YoY Gr.(%) 3.7) 128.2 44.3 18.9 14.7
Dil. EPS (Rs) 27.4 62.6 90.4 107.5 123.3
ROCE (%) 36.5 65.4 73.4 68.5 61.4
RoE (%) 48.5 78.5 66.7 54.5 48.0
PER (x) 58.9 25.8 17.9 15.0 13.1
EV/Net sales (x) 5.6 4.0 2.7 2.2 1.8
EV/EBDITA (x) 40.2 18.1 12.8 10.7 9.1
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QUARTERLY SNAPSHOT (Rs mn)

Quarter Ended
Mar-11 Jun-11 Sep-11

Net Sales 42,000 47,773 52,673
YoY Gr. (%) 235 22.8 21.3
EBITDA 8,615 9,108 10,574
EBITDA mar. (%) 20.5 19.1 20.1
Adj. Net Profit 6,758 7,111 7,907
YoY Gr. (%) 20.1 20.5 15.9
STOCK DATA
Market Cap Rs467.6bn
Book Value per share Rs169.7
Eq Shares O/S (F.V. Rs10) 289.4mn
Free Float 50%
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Financial Table

Bajaj Auto

Rs mn Sep-11 Sep-10 YoY (%) Jun-11 QoQ (%) H1FY12 H1FY11 YoY (%)
Net Sales 52,673 43,418 21.3 47,773 10.3 100,446 82,319 22.0
EBITDA 10,574 8,972 17.9 9,108 16.1 19,682 16,741 17.6
EBITDA Margins % 20.1 20.7 -59bps 19.1 101bps 19.6 20.3 -74bps
Other Income 745 837 (11.0) 731 1.9 1,476 1,654 (10.8)
Interest 202 7 2 205 13

Depreciation 394 300 31.6 306 28.7 701 618 134
PBT 10,722 9,503 12.8 9,531 12.5 20,253 17,764 14.0
Tax 2,815 2,682 5.0 2,420 16.3 5,235 5,042 3.8
% PBT 26.3 28.2 -197bps 254 87bps 25.8 28.4 -253bps
Adjusted PAT 7,907 6,821 15.9 7,111 11.2 15,017 12,722 18.0
Exceptional tems (649) - - (649) -

Reported PAT 7,258 6,821 6.4 7,111 2.1 14,369 12,722 12.9
EPS (Rs) 27.3 23.6 15.9 24.6 11.2 51.9 44.0 18.0

Vehicle sales

(units) Sep-11 Sep-10 YoY (%) Jun-11 QoQ (%) H1FY12 H1FY11 YoY (%)
Total Sales 1,164,127 1,000,548 16.3 1,092,815 6.5 2,256,942 1,928,884 17.0
Domestic 739,993 693,216 6.7 665,451 11.2 1,405,444 1,297,653 8.3
Exports 424,134 307,332 38.0 427,364 (0.8) 851,498 631,231 34.9
2-Wheelers 1,027,347 883,472 16.3 963,051 6.7 1,990,398 1,711,890 16.3
Domestic 684,661 632,650 8.2 623,175 9.9 1,307,836 1,198,798 9.1
Exports 342,686 250,822 36.6 339,876 0.8 682,562 513,092 33.0
3-Wheelers 136,780 117,076 16.8 129,764 5.4 266,544 216,994 22.8
Domestic 55,332 60,566 (8.6) 42,276 30.9 97,608 98,855 (1.3)
Exports 81,448 56,510 441 87,488 (6.9) 168,936 118,139 43.0
(%) of Sales
(%) Sep-11 Sep-10  YoY (bps) Jun-11  QoQ (bps) H1FY12 H1FY11  YOY (bps)
Material Cost 714 70.7 70 72.6 (110) 72.0 70.9 100
Staff Cost 25 2.6 (10) 2.9 (40) 2.7 2.9 (20)
Other Expenses 6.0 6.0 10 55 60 5.8 5.8 0
EBITDA Margins 20.1 20.7 (60) 19.1 100 19.6 20.3 (70)

(Rs) Sep-11 Sep-10 YoY (%) Jun-11 QoQ (%) H1FY12 H1FY11 YoY (%)
Domestic realisations 44,777 43,679 2.5 43,563 2.8 44,202 42,810 33
Export realisations 40,860 37,516 8.9 39,498 34 40,176 37,435 7.3
Blended realisations 45,246 43,394 43 43,715 35 44,505 42,677 43
Material cost 32,312 30,695 5.3 31,720 1.9 32,026 30,273 5.8
Staff cost 1,126 1,141 (1.3) 1,271 (11.4) 1,196 1,247 (4.2)
Other Expenses 2,725 2,592 5.2 2,389 14.1 2,563 2,477 3.4
EBITDA 9,083 8,967 13 8,335 9.0 8,721 8,679 0.5
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Bajaj Auto - Motorcycle Volume Break Up

(units) Sep-11 Sep-10 YoY (%) Jun-11 QoQ (%) H1FY12 H1FY11 YoY (%)
Total Motorcycle 1,027,285 883,472 16.3 963,040 6.7 1,990,325 1,711,863 16.3
75-125 CC 511,263 450,016 13.6 542,382 (5.7) 1,053,645 927,708 13.6
125-250 CC 516,022 433,456 19.0 420,658 22.7 936,680 784,155 19.5
Domestic Motorcycles 684,599 632,650 8.2 623,164 9.9 1,307,763 1,198,771 9.1
75-125 CC 291,722 287,060 1.6 306,074 4.7 597,796 598,214 (0.2)
125-250 CC 392,877 345,590 13.7 317,090 23.9 709,967 600,557 18.2
Export Motorcycles 342,686 250,822 36.6 339,876 0.8 682,562 513,092 33.0
75-125 CC 219,541 162,956 347 236,308 (7.2) 455,849 329,494 383
125-250 CC 123,145 87,866 40.2 103,568 18.9 226,713 183,598 235

Domestic Motorcycles Market Share

(units) Sep-11 Sep-10 YoY (%) Jun-11 QoQ (%) H1FY12 H1FY11 YoY (%)
Industry Sales 2,558,453 2,216,515 154 2,464,143 3.8 5,022,596 4,313,907 16.4
Market Share (%) 26.8 28.5 -180bps 25.3 150bps 26.0 27.8 -170bps

Bajaj Auto 2-Wheelers Volumes

Domestic Motorcycles Marketshare
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Bajaj Auto 3-Wheeler Volumes Bajaj Auto Sales-Mix

Bajaj Auto
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p I n c Bajaj Auto

Year Ended March (Figures in Rs mn)

Income Statement FYO09 FY10 FY1l FY12E FY13E Cash Flow Statement FY09 FY10 FY1l FY12E FY13E
Net sales 84,369 115,085 159,981 192,131 218,257 Pre-tax profit 10,258 24,644 43,508 42,611 48,892
Growth (%) (2.6) 36.4 39.0 20.1 13.6 Depreciation 818 918 128 1,428 1,539
Operating profit 8,295 21,835 27,942 32,733 37,059 Total tax paid (3,889) (7,506) (9,773) (11,337) (12,983)
Other operating income 3,456 3,917 5,894 6,357 7,053 Chg in working capital (555) 8,111  (4,124) 559 583
EBITDA 11,751 25,752 33,836 39,090 44,112 Other operating activ ities (20) 9)
Growth (%) (799 119.2 31.4 15.5 12.8 Cash flow from oper. (a) 6,612 26,158 29,739 33,261 38,031
Depreciation (1,298) (1,365) (1,228) (1,428) (1,539) Capital ex penditure (3,428) (485) (443)  (3,200) (2,690)
Other income 1,389 1,399 3,671 5,019 6,390 Chg in investments (1,622) (17,237) 8,899  (2,500) (2,500)
EBIT 11,842 25,786 36,279 42,681 48,962 Other inv esting activ ities
Interest paid (210) (60) (17) (70) (70) Cash flow from inv. (b) (5,050) (17,722) 8,456  (5,700)  (5,190)
PBT (before E/o items) 11,632 25,726 36,262 42,611 48,892 Free cash flow (a+h) 1,562 8,436 38,195 27,561 32,841
Tax provision (3,693) (7,608) (10,110) (11,505) (13,201) Equity raised/(repaid)
E/o Income / (loss) (1,374) (1,082) 7,246 - - Debt raised/(repaid) 2,357  (2,314) (10,134) (167) (151)
Net profit 6,565 17,036 33,397 31,106 35,691 Chg in Minorities int.
Adjusted net profit 7,939 18,118 26,152 31,106 35,691 Dividend (incl. tax) (3,386) (3,724) (6,749) (13,452) (15,184)
Growth (%) (3.7 1282 44.3 18.9 14.7 Other financing activities (1,833) 2,141 (126)
Diluted EPS (Rs) 27.4 62.6 90.4 107.5 123.3 Cash flow from fin. (c) (2,862) (3,897) (17,009) (13,620) (15,335)
Diluted EPS Growth (%) (3.7) 1282 44.3 18.9 14.7 Net chg in cash (at+b+c) (1,300) 4,539 21,186 13,941 17,506
Balance Sheet FY09 FY10 FY11l FY12E FY13E Key Ratios EY09 FY10 EY1l FY12E FEY13E
Equity capital 1,447 1,447 2,894 2,894 2,894 EBITDA Margin (%) 13.4 21.6 20.4 19.7 19.6
Reserves & surplus 17,250 27,837 46,209 62,131 80,950 Net margin (%) 9.4 15.7 16.3 16.2 16.4
Shareholders' funds 16,864 29,283 49,102 65,024 83,844 Dividend yield (%) 0.7 1.2 2.5 2.8 3.1
Preference Share Capital s = s = s Net debt/Equity (x) 0.2 (0.2) 0.7) (0.7) (0.8)
Total Debt 15,700 13,386 3,252 3,084 2,934 Net Working Capital (day's) (8) (39) (33) (33) (33)
Capital Employed 32,564 42,669 52,354 68,108 86,778 Asset turnover (x) 1.7 1.8 1.9 1.8 1.7
Net fixed assets 15,644 15,211 15,526 17,298 18,448 ROCE (%) 36.5 65.4 73.4 68.5 61.4
Cash & Cash Eq. 11,507 16,046 37,232 51,173 68,679 ROE (%) 48.5 78.5 66.7 54.5 48.0
Net other Current Assets (2,492) (13,754) (16,392) (18,653) (20,923) EV/Net sales (x) 5.6 4.0 27 2.2 1.8
Investments 7,947 25184 16,285 18,785 21,285 EV/EBITDA (x) 40.2 18.1 12.8 10.7 9.1
Net Deferred Tax Assets (42) 17 (297) (495) (712) PER (x) 58.9 25.8 17.9 15.0 13.1
Total assets 32,564 42,669 52,354 68,108 86,778 Price/Book (x) 27.7 16.0 9.5 7.2 5.6
2,200 500,000 12X
18X
10X
1,650 15X 375,000
12X 8x
1,100 9X 250,000 6X
B6X 4X
550 125,000
0 ; ' ; / 0 ; ' ' '
May -08 Mar-09 Feb-10 Dec-10 Oct-11 May-08 Mar-09 Feb-10 Dec-10 Oct-11

vineet.hetamasaria@pinc.co.in nikhil.deshpande@pinc.co.in 5



PINC

TEAM

91-22-6618 6366

Sadanand Raje

Vineet Hetamasaria, CFA
Nikhil Deshpande
Tasmai Merchant
Vinod Nair

Ankit Babel

Hitul Gutka
Subramaniam Yadav
Madhura Joshi
Satish Mishra
Urvashi Biyani
Naveen Trivedi

Rohit Kumar Anand
Namrata Sharma
Sakshee Chhabra
Bikash Bhalotia
Harleen Babber
Dipti Vijaywargi
Sushant Dalmia, CFA
Poonam Sanghavi
Suman Memani
Abhishek Kumar

C Krishnamurthy

Rajeev Gupta
Ankur Varman
Himanshu Varia
Shailesh Kadam
Ganesh Gokhale

Mehul Desai

Naresh Panjnani
Amar Margaje

Ashok Savla

Sajjid Lala

Raju Bhavsar

Kinjal Mehta
Chandani Bhatia
Hasmukh D. Prajapati
Kamlesh Purohit

Amul Shah

Gaurang Gandhi
Hemang Gandhi
Ketan Gandhi

Rakesh Bhatia

Head - Institutional Sales
Technical Analyst

Head of Research, Auto, Cement
Auto, Auto Ancillary, Cement
Auto, Auto Ancillary, Cement

Construction, Power, Capital Goods

Capital Goods, Engineering
Power

Construction

Power

Fertiliser, Natural Gas
Fertiliser, Natural Gas
FMCG

IT Services

Media

Media

Metals, Mining
Metals, Mining
Metals, Mining
Pharma

Pharma

Real Estate, Mid caps
Real Estate, Mid caps
Technical Analyst

Equities
Equities
Equities
Derivatives
Derivatives

Head - Sales Trading
Co-Head - Sales Trading

Head Compliance

sadanand.raje@pinc.co.in

vineet.hetamasaria@pinc.co.in
nikhil.deshpande@pinc.co.in
tasmai.merchant@pinc.co.in
vinod.nair@pinc.co.in
ankit.b@pinc.co.in
hitul.gutka@pinc.co.in

subramaniam.yadav@pinc.co.in

madhura.joshi@pinc.co.in
satish.mishra@pinc.co.in
urvashi.biyani@pinc.co.in
naveent@pinc.co.in
rohit.anand@pinc.co.in
namrata.sharma@pinc.co.in
sakshee.chhabra@pinc.co.in
bikash.bhalotia@pinc.co.in
harleen.babber@pinc.co.in
dipti.vijaywargi @pinc.co.in
sushant.dalmia@pinc.co.in
poonam.sanghavi@pinc.co.in
suman.memani@pinc.co.in
abhishek.kumar@pinc.co.in
krishnamurthy.c@pinc.co.in

rajeev.gupta@pinc.co.in
ankur.varman@pinc.co.in
himanshu.varia@pinc.co.in
shaileshk@pinc.co.in
ganeshg@pinc.co.in

mehul.desai@pinc.co.in
naresh.panjnani@pinc.co.in
amar.margaje@pinc.co.in
ashok.savla@pinc.co.in
sajjid.lala@pinc.co.in
rajub@pinc.co.in
kinjal.mehta@pinc.co.in
chandani.bhatia@pinc.co.in
hasmukhp@pinc.co.in
kamlesh.purohit@pinc.co.in

amul.shah@sg.pinc.co.in

gaurangg@pinc.co.in
hemangg@pinc.co.in
ketang@pinc.co.in

rakeshb@pinc.co.in

91-22-6618 6388
91-22-6618 6339
91-22-6618 6377
91-22-6618 6379
91-22-6618 6551
91-22-6618 6410
91-22-6618 6371
91-22-6618 6395
91-22-6618 6488
91-22-6618 6334
91-22-6618 6384
91-22-6618 6372
91-22-6618 6412
91-22-6618 6516
91-22-6618 6387
91-22-6618 6389
91-22-6618 6393
91-22-6618 6462
91-22-6618 6709
91-22-6618 6479
91-22-6618 6398
91-22-6618 6747

91-22-6618 6486
91-22-6618 6380
91-22-6618 6342
91-22-6618 6349
91-22-6618 6347

91-22-6618 6303
91-22-6618 6333
91-22-6618 6327
91-22-6618 6321
91-22-6618 6337
91-22-6618 6322
91-22-6618 6333
91-22-6618 6324
91-22-6618 6325
91-22-6618 6357

65-6327 0626

91-22-6618 6400
91-22-6618 6400
91-22-6618 6400

91-22-6618 6400



Infinity.com

pl n c Financial Securities Ltd

SmALL WORLD, INFINITE OPPORTUNITIES

Member : Bombay Stock Exchange & National Stock Exchange of India Ltd. : Sebi Reg No: INB 010989331. Clearing No : 211
1216, Maker Chambers V, Nariman Point, Mumbai - 400 021; Tel.: 91-22-66186633/6400 Fax : 91-22-22049195

Disclaimer: This document has been prepared by the Research Desk of M/s Infinity.com Financial Securities Ltd. (PINC) and is meant for use of the
recipient only and is not for public circulation. Each recipient of this document should make such investigations as it deems necessary to arrive at
an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors

The information contained herein is obtained and collated from sources believed reliable and PINC has not independently verified all the
information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy, completeness or
fairness of the information and opinions contained in this document.

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report. The opinion expressed or estimates made are as per the best judgement as applicable at that
point of time and PINC reserves the right to make modifications and alternations to this statement as may be required from time to time without any
prior approval

PINC, its affiliates, their directors, employees and their dependant family members may from time to time, effect or have effected an own account
transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment
banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities
functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document
This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis
of PINC. The views expressed are those of analyst and the PINC may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to
any other person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into
the United State (to U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed
in Japan or to any resident thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose
possession this document comes should inform themselves about, and observe, any such restrictions

Neither PINC, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

Copyright in this document vests exclusively with PINC and this document is not to be reported or circulated or copied or made available to others.

Our reports are also available on Reuters, Thomson Publishers and Bloomberg PINV <GO>



