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Hero Motocorp 
Jan volume – Growth slows, base effect catching up 

 Hero Motocorp (HMC)’s Jan sales rose 12% yoy to 520,272 
units.  

 YTD sales grew 17% yoy to 5.2m units led by new 
launches. 

 Volume growth is decelerating over a high base over the 
last couple of months. 

 Heightened competition with Honda’s entry in the executive 
category in CY12 and cost pressure (re-branding, R&D 
investments, ad-spend, etc) to limit margin expansion. 

 Maintain Underperform on expensive valuations with a price 
target of Rs1,987- based on 14x FY13E earnings. 

 

 

UNDERPERFORM   (unchanged) 

 

Total sales up 12% yoy. HMC’s total sales in Jan 2012 grew 
12% yoy to 520,272 units.   

YTD sales up 17% yoy. Total sales grew 17% yoy YTD FY12 
to 5.2m units led by new launches (Impulse as well as 
refreshed variants of Glamour, Glamour FI and Karizma ZMR). 
However, HMC’s sales growth has started coming off over a 
high base (growth of 22% in 1H) in line with our expectation.  

Valuation. We expect Honda’s intention to enter the 100cc 
segment in CY12 to directly impact HMC’s key executive 
segment from FY13 onwards. Further, increase in operating 
expenses (re-branding, R&D, export ramp-up, etc.) is likely to 
limit margin expansion ahead – we factor in 80bps margin 
expansion in FY13. The stock appears expensive at current 
valuations of 13.7x FY13E earnings and 12x EV/EBITDA. 
Maintain Underperform with a price target of Rs1,987. 

 
Source: Company, Standard Chartered Research estimates 
 
Share price performance 

Source: Company, FactSet 

PRICE as at 01 February 2012

Rs1,932.15
PRICE TARGET

Rs1,987.00

Bloomberg code Reuters code
HMCL IN HROM.NS

Market cap 12 month range
Rs385,850m (US$7,804m) Rs1,390.55 - 2,222.50

EPS adj est change 2011E  - 2012E  -

Year end: March 2011E 2012E 2013E 2014E
Sales (Rsm) 192,450 235,550 268,841 309,630
EBITDA (Rsm) 22,832 25,911 31,839 37,668
EBIT (Rsm) 20,579 22,929 28,061 33,008
Pretax profit (Rsm) 24,048 27,919 33,360 38,664
Net profit adjusted (Rsm) 20,317 23,313 28,190 29,178
FCF (Rsm) 18,357 24,928 24,322 26,300
EPS adjusted (Rs) 101.74 116.74 141.16 146.11
DPS (Rs) 105.00 60.00 65.00 70.00
Book value/share (Rs) 148.03 204.76 280.92 357.03
EPS growth adj (%) -9.0 14.7 20.9 3.5
DPS growth (%) -4.5 -42.9 8.3 7.7
EBITDA margin (%) 11.9 11.0 11.8 12.2
EBIT margin (%) 10.7 9.7 10.4 10.7
Net margin adj (%) 10.6 9.9 10.5 9.4
Div payout (%) 108.8 51.4 46.0 47.9
Net gearing (%) 35.3 4.7 -4.6 -11.3
ROE (%) 60.1 66.2 58.1 45.8
ROCE (%) 39.2 35.7 35.6 34.7
EV/Sales (x) 2.1 1.6 1.4 1.2
EV/EBITDA (x) 17.4 15.0 12.0 10.0
PBR (x) 13.1 9.4 6.9 5.4
PER adj (x) 19.0 16.6 13.7 13.2
Dividend yield (%) 5.4 3.1 3.4 3.6
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Share price (%) -1 mth -3 mth -12 mth
Ordinary shares 1 -10 20
Relative to Index -9 -9 25
Relative to Sector - - -
Major shareholder Promoters (52.2%)
Free float 48%
Average turnover (US$) 25,167,226
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Fig 1 – Hero MotoCorp: Jan 2011 volume performance 

Sales Jan-12 Jan-11 Dec-11 YoY (%) chg
MoM (%) 

chg
YTDFY12 YTDFY11 YTD (%) chg

Hero Motocorp         520,272    466,524        540,276            11.5          (3.7)  5,183,450   4,414,537           17.4

Source: Company, Standard Chartered Research 

Fig 2 – Hero MotoCorp: Jan12 sales up 12% yoy; Residual growth at 11.8% over high base

 

Source: Company, Standard Chartered Research estimates   
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Disclosures appendix 
The information and opinions in this report were prepared by Standard Chartered Bank (Hong Kong) Limited, Standard Chartered Bank Singapore Branch, 
Standard Chartered Securities (India) Limited, Standard Chartered Securities Korea Limited and/or one or more of its affiliates (together with its group of 
companies, ”SCB”) and the research analyst(s) named in this report. THIS RESEARCH HAS NOT BEEN PRODUCED IN THE UNITED STATES.  

 
Analyst Certification Disclosure: The research analyst or analysts responsible for the content of this research report certify that: (1) the views expressed and 
attributed to the research analyst or analysts in the research report accurately reflect their personal opinion(s) about the subject securities and issuers and/or 
other subject matter as appropriate; and (2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or 
views contained in this research report. On a general basis, the efficacy of recommendations is a factor in the performance appraisals of analysts.   

Where “disclosure date” appears below, this means the day prior to the report date. All share prices quoted are the closing price for the business day prior to 
the date of the report, unless otherwise stated. 
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Hero MotoCorp Ltd.

02/02/11          
IL : Rs1,764.00     

20/06/11          
IL : Rs1,763.63    

21/06/11          
IL : Rs1,764.00    

22/07/11          
IL : Rs1,780.00     

21/09/11           
UP : Rs1,876.00     

19/10/11           
UP : Rs1,987.00     

 
Source: FactSet prices / SCB ratings and price targets 

 
Recommendation Distribution and Investment Banking Relationships 

 

 
% of covered companies

currently assigned this rating

% of companies assigned this rating 
with which SCB has provided investment 

banking services over the past 12 months

OUTPERFORM 57.0% 9.6%
IN-LINE 31.1% 9.7%
UNDERPERFORM 11.9% 12.7%
As of 31 December 2011 

 
Research Recommendation 

 
Terminology Definitions 

OUTPERFORM (OP) The total return on the security is expected to outperform the relevant market index by 5% or more 
over the next 12 months 

IN-LINE (IL) The total return on the security is not expected to outperform or underperform the relevant market 
index by 5% or more over the next 12 months 

UNDERPERFORM (UP) The total return on the security is expected to underperform the relevant market index by 5% or 
more over the next 12 months 

 
SCB uses an investment horizon of 12 months for its price targets. 
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Additional information, including disclosures, with respect to any securities referred to herein will be available upon request. Requests should be 
sent to scer@sc.com. 
 
Global Disclaimer: Standard Chartered Bank and/or its affiliates ("SCB”) makes no representation or warranty of any kind, express, implied or statutory 
regarding this document or any information contained or referred to in the document. The information in this document is provided for information purposes only. 
It does not constitute any offer, recommendation or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment strategy, 
nor does it constitute any prediction of likely future movements in rates or prices or represent that any such future movements will not exceed those shown in 
any illustration. The stated price of the securities mentioned herein, if any, is as of the date indicated and is not any representation that any transaction can be 
effected at this price. While all reasonable care has been taken in preparing this document, no responsibility or liability is accepted for errors of fact or for any 
opinion expressed herein. The contents of this document may not be suitable for all investors as it has not been prepared with regard to the specific investment 
objectives or financial situation of any particular person. Any investments discussed may not be suitable for all investors. Users of this document should seek 
professional advice regarding the appropriateness of investing in any securities, financial instruments or investment strategies referred to in this document and 
should understand that statements regarding future prospects may not be realised. Opinions, forecasts, assumptions, estimates, derived valuations, projections, 
and price target(s), if any, contained in this document are as of the date indicated and are subject to change at any time without prior notice. Our 
recommendations are under constant review. The value and income of any of the securities or financial instruments mentioned in this document can fall as well 
as rise and an investor may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be incurred. Foreign-currency 
denominated securities and financial instruments are subject to fluctuation in exchange rates that could have a positive or adverse effect on the value, price or 
income of such securities and financial instruments. Past performance is not indicative of comparable future results and no representation or warranty is made 
regarding future performance. While we endeavour to update on a reasonable basis the information and opinions contained herein, there may be regulatory, 
compliance or other reasons that prevent us from doing so. Accordingly, information may be available to us which is not reflected in this material, and we may 
have acted upon or used the information prior to or immediately following its publication. SCB is not a legal or tax adviser, and is not purporting to provide legal 
or tax advice. Independent legal and/or tax advice should be sought for any queries relating to the legal or tax implications of any investment. SCB, and/or a 
connected company, may have a position in any of the securities, instruments or currencies mentioned in this document. SCB and/or any member of the SCB 
group of companies or its respective officers, directors, employee benefit programmes or employees, including persons involved in the preparation or issuance 
of this document may at any time, to the extent permitted by applicable law and/or regulation, be long or short any securities or financial instruments referred to 
in this document and on the website or have a material interest in any such securities or related investment, or may be the only market maker in relation to 
such investments, or provide, or have provided advice, investment banking or other services, to issuers of such investments. SCB has in place policies and 
procedures and physical information walls between its Research Department and differing public and private business functions to help ensure confidential 
information, including ‘inside’ information is not disclosed unless in line with its policies and procedures and the rules of its regulators. Data, opinions and other 
information appearing herein may have been obtained from public sources. SCB makes no representation or warranty as to the accuracy or completeness of 
such information obtained from public sources.  You are advised to make your own independent judgment (with the advice of your professional advisers as 
necessary) with respect to any matter contained herein and not rely on this document as the basis for making any trading, hedging or investment decision. SCB 
accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental, consequential, punitive or exemplary 
damages) from use of this document, howsoever arising, and including any loss, damage or expense arising from, but not limited to, any defect, error, 
imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or due to any unavailability of the document or any part 
thereof or any contents or associated services. This material is for the use of intended recipients only and in any jurisdiction in which distribution to private/retail 
customers would require registration or licensing of the distributor which the distributor does not currently have, this document is intended solely for distribution 
to professional and institutional investors.  
 
Country-Specific Disclosures - If you are receiving this document in any of the countries listed below, please note the following: 
United Kingdom and European Economic Area: Standard Chartered Bank is authorised and regulated in the United Kingdom by the Financial Services 
Authority. This communication is not directed at Retail Clients in the European Economic Area as defined by Directive 2004/39/EC. Nothing in this document 
constitutes a personal recommendation or investment advice as defined by Directive 2004/39/EC.  
Australia: The Australian Financial Services Licence for Standard Chartered Bank is Licence No: 246833 with the following Australian Registered Business 
Number (ARBN: 097571778). Australian investors should note that this document was prepared for “wholesale clients” only within the meaning of section 761G 
of the Australian Corporations Act 2001 (Act) and the Corporations Regulations. This document is not directed at persons who are “retail clients” as defined in 
the Australian Corporations Act 2001. Brazil: SCB disclosures pursuant to the Securities and Exchange Commission of Brazil (“CVM”) Instruction 483/10: This 
research has not been produced in Brazil. The report has been prepared by the research analyst(s) in an autonomous and independent way, including in 
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REQUIREMENTS OF THE SECURITIES AND EXCHANGE COMMISSION OF BRAZIL AND MAY NOT BE OFFERED OR SOLD IN BRAZIL EXCEPT 
PURSUANT TO AN APPLICABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS AND IN COMPLIANCE WITH THE SECURITIES LAWS OF 
BRAZIL. Hong Kong: This document is being distributed in Hong Kong by, and is attributable to, Standard Chartered Bank (Hong Kong) Limited which is 
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