Prabhudas  Bajaj Auto
Lilladher ‘Discover’ the ‘Pulse’ar

July 22, 2010 B Spectacular set of numbers driven by higher volumes: Bajaj Auto (BJA) has
reported 66.4% YoY improvement in its top-line at Rs38.9bn in Q1FY11l. The E
' company reported good set of numbers on account of 69.5% YoY volume growth. .‘g
Rating Accumulate However, the average realisation/vehicle declined by 1.9% YoY on account of the ®X
Price Rs2,490 product mix tilting towards the 100cc bike. On a sequential basis, the volumes E
Target Price Rs2,704 increased by 14.8%, whereas the average realization was flat. Increase in raw B
Implied Upside 8.6% material cost by 190bps QoQ, coupled with a 70bps QoQ increase in employee $
Sensex 18,113 expenses, led to a 290bps sequential decline in EBITDA margins at 20.0% (we A=
(Prices as on July 22, 2010) estimated 19.9%). Raw material cost/vehicle increased by 2.5% QoQ, thereby :
leading to 13% sequential drop in EBITDA/vehicle. Due to doubling of other =3
income QoQ and absence of VRS expenses sequentially, the net profit for the LHL
Trading Data quarter improved by 11% QoQ at Rs5.9bn, the highest ever by the company. (@4
Market Cap. (Rs bn) 360.3 B Pantnagar to account for ~31% of two-wheeler EBITDA in FY11E: We expect
Shares o/s (m) 144.7 the excise-free Pantnagar facility to produce 8.9lac motorcycles, thereby,
Free Float 50.35% accounting for 26% of the motorcycle volumes. We expect the Pantnagar facility
3M Avg. Daily Vol (*000) 258.4 to contribute to ~31% of the overall two-wheeler EBITDA.

3M Avg. Daily Value (Rs m) 577.4  ®m Our volume estimates: We expect the two-wheeler volumes, including exports,
to grow by 39.2% in FY11E to 3.5m units on the back of full year contribution of
97cc ‘Discover’ and 135cc ‘Pulsar’ and the recently launched 150cc ‘Discover’.
Three-wheeler volumes are estimated at 0.39m in FY11E, a 15.9% growth. Total

Major Shareholders exports are estimated to grow at 37.6% at 1.2m in FY11E.

Promoters 49.65%  m  Outlook & Valuation: We estimate a 25.9% CAGR in earnings for the period FY10-
Foreign 18.58% FY12E. With Bajaj Auto continuously gaining market share (currently at ~33%),
Domestic Inst. 6.06% we expect it to trade at a higher one-year fwd P/E multiple. The stock is
Public & Others 25.71% currently trading at 15.1x FY11E EPS and 13.3x FY12E EPS, which in our view is

attractive. Hence, we maintain our ‘Accumulate’ rating on the stock.

Key financials (Y/e March) FY09 FY10 FY11E FY12E
Stock Performance Revenues (Rs m) 88,458 119,210 163,649 184,896
Growth (%) (2.2) 34.8 37.3 13.0
(%) M 6M 12M  EBITDA (Rs m) 12,213 25,926 33,315 37,513
Absolute 7.1 38.9 113.6  PAT (Rs m) 6,836 17,027 23,801 26,985
Relative 51 315 g15 EPS(R9)* 47.1 117.7 164.5 186.5
Growth (%) (9.9) 149.9 39.8 13.4
Net DPS (Rs) 22.0 40.0 50.0 50.0

Source: Company Data; PL Research * pre-bonus
Price Performance (RIC: BAJA.BO, BB: BIAUT IN) - 5 ganility & valuation FY09 FY10 FY11E FY12E
Rs) EBITDA margin (%) 13.8 21.7 20.4 20.3
2,600 7 ROE (%) 36.6 58.1 53.3 42.7
z‘z‘gg ] ROCE (%) 37.7 66.9 66.9 57.1
2’000 | EV / sales (x) 4.0 2.8 1.9 1.6
1800 - EV / EBITDA (x) 26.7 12.2 9.1 7.6
1,600 PE (x) 54.9 21.1 15.1 13.3
1,400 P/ BV (x) 19.3 12.3 8.1 5.7
1,200 Net dividend yield (%) 0.6 1.6 2.0 2.0
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Bajaj Auto
Q1FY11 Result Overview (Rs m)
Y/e March Q1FY11 Q1FY10 YoY gr. Q4FY10 FY11E FY10 YoY gr.
(%) (%)
Total Income 38,901 23,385 66.4 33,995 163,649 119,210 37.3
Total Expenditure 31,131 18,831 65.3 26,224 130,334 93,284 39.7
Total Material Cost 27,682 15,470 78.9 23,544 116,225 80,704 44.0
as % of Net Sales 71.2 66.2 69.3 71.0 67.7
Staff costs 1,264 1,129 11.9 862 4,194 3,995 5.0
as % of Net Sales 3.2 4.8 2.5 2.6 3.4
Other expenses 2,195 2,244 (2.2) 1,877 10,075 8,742 15.2
as % of Net Sales 5.6 9.6 5.5 6.2 7.3
Expenses capitalized 9) (12.9) (59) (160) (157) 2.1
Operating Profit 7,769 4,554 70.6 7,771 33,315 25,926 28.5
as % of Net Sales 20.0 19.5 22.9 20.4 21.7 (6.4)
Other Income & Wind Power 817 231 252.9 425 1,470 1,225 20.0
EBITDA 8,586 4,786 79.4 8,196 34,785 27,151 28.1
Interest 6 60 (89.4) 0 50 60 (16.3)
Depreciation 318 331 (3.8) 341 1,447 1,365 6.0
Extraordinary 240 467 1,624
Profit Before Tax 8,262 4,155 98.8 7,388 33,288 24,102 38.1
Taxation 2,360 1,220 93.4 2,075 9,487 7,075 34.1
as % of PBT 28.6 29.4 28.1 28.5 29.4
PAT 5,902 2,935 101.1 5,313 23,801 17,027 39.8
Operating Metrics (Rs)
Y/e March Q1FY11 Q1FY10 YoY gr. Q4FY10 FY11E FY10 YoY gr.
(%) (%)
Vehicles Sold (2&3 wheeler) 928,336 547,662 69.5 808,929 3,885,418 2,852,536 36.2
Total Income/Vehicle 41,904 42,699 (1.9) 42,024 42,119 41,791 0.8
Material Cost / Vehicle 29,819 28,248 5.6 29,105 29,913 28,292 5.7
Other Expenses / Vehicle 2,364 4,098 (42.3) 2,320 2,593 3,065 (15.4)
EBITDA/Vehicle 8,369 8,316 0.6 9,607 8,574 9,089 (5.7)
Net Profit/Vehicle 6,357 5,359 18.6 6,567 6,126 5,969 2.6
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Buy Accumulate Reduce Sell

PL’s Recommendation Nomenclature

BUY : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient
only as information and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently
verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice

should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act
as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to

publication.
We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.
For Clients / Recipients in United States of America:

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for
informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information
provided herein unless agreed to by all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888.




