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Result Update
July 19, 2011 Ashok Leyland Ltd.

Ashok Leyland Ltd. has posted mixed results as its revenue increased by 6% YoY which
is slightly better than the market expectation of 3.6%, however, there was sharp decline
of 30% in its bottom-line. Both micro and macro factors have affected the growth
trajectory of the company. A slower ramp-up at the Uttarakhand plant coupled with
macro challenges, such as higher interest rates and rising fuel cost has decreased the
company’s profitability.
 Revenue: The Company, posted increment of 6% in top-line YoY due to price

hike of commercial vehicle by 2% in the domestic market with effect from April
2011 and a 5-8% price hike in the export markets. However, on QoQ basis, it de-
grew by 35% owing to weakening of demand.

 Expenditure: Increase in the prices of commodities such as steel, rubber and
casting forgings has inflated the company’s raw material cost. The percentage
raw material to sales stood at 79% in Q1FY12, an increment 300 bps from last
year. Apart from that, employee cost increased 23% and Other Expenditure
increased by 16%. However, QoQ there is fall in cost of raw material (24%),
employee cost (17%) and other expenditure by (21%).

 EBITDA: EBITDA of the company increased by 4% YoY while it decreased 52%
QoQ.  EBITDA margin of the company stood at 9.5% (22 bps decline YoY and 352
bps decline QoQ) due to slower ramp-up at Pantnagar plant and lower volume.

 Profit: PAT of the company has decreased by 30% YoY and 71% QoQ. There was
increase in the depreciation and interest expense by 38% and 69% YoY
respectively, as company has made capital expenditure to ramp up the production
plant at Pantnagar.

 Volume Guidance: Ashok Leyland sound very optimistic in its guidance as it is
anticipating sale volume of 1.05 lacs unit in FY12 where as it has managed to sell
only 19,277 units in Q1FY12. The company now needs to achieve 9,500 units per
month in the coming three quarters in order to meet its expectation which seems
very challenging lead by unfavorable macro factors.

Q1FY12 Results: Mix set of numbers

Quick Fundamentals (Rs. Mn)
Ashok Leyland Ltd. Q1FY11 Q1FY12 Q4FY11 Y‐o‐Y % Q‐o‐Q %
Revenue 23480 24955 38285 6 -35
Incr./Decr. in Stock in trade and WIP -1136 -2377 1065 109 -323
Consumption of Raw Materials 17788 19606 25894 10 -24
Purchase of traded goods 694 751 644 8 17
Employees Cost 2025 2497 3018 23 -17
Other Expenditure 1755 2030 2566 16 -21
Total Expenditure 21126 22509 33187 7 -32
EBITDA 2354 2446 5099 4 -52
Depreciation 615 847 772 38 10
EBIT 1739 1600 4327 -8 -63
Other Income 47 41 41 -13 0
Interest 316 533 451 69 18
PBT 1470 1107 3917 -25 -72
Tax Expense 244 245 935 0 -74
PAT 1226 863 2982 -30 -71
EPS (in Rs.) 0.92 0.65 2.24 -30 -71

Margin % Margin % Margin %
EBITDA % 10.0 9.8 13.3 -22 -352
EBIT % 7.4 6.4 11.3 -100 -489
PBT % 6.3 4.4 10.2 -183 -579
PAT % 5.2 3.5 7.8 -177 -433
Source: Company Filings; IndiaNivesh Research; Note: IN ‐ IndiaNivesh Research; BL‐ Bloomberg

Basis Points (BPS)

Valuation
In the past few months, we have shown preference for 2 wheelers segment over 4
wheelers especially over commercial vehicles owing to macro concerns prevailing in
the economy that is going to increase overall cost of ownership. Hence, we would like
to continue with that perspective. At CMP of Rs. 51, Ashok Leyland is trading at 10.36x
and 8.74x FY12e and FY13e Bloomberg EPS estimate.
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STOCK INFO

BSE 500477
NSE ASHOKLEY
Bloomberg AL:IN
Reuters ASOK.BO
Sector Automobiles
Face Value (Re) 1
Equity Capital (Rs Mn) 133.03
Mkt Cap (Rs Mn) 67,440
52w H/L (Rs) 81.90/45.05
Avg Daily Vol (BSE+NSE)  5,282,445

SHAREHOLDING PATTERN %
(as on 30th June 2011)

Institutions 30.11
Others, Incl Public 31.28
Promoters 38.61

STOCK PERFORMANCE (%) 1m 3m 12m

ASHOK LEYLAND 6 (2.6) (28.3)
SENSEX 4 (3.1) 3.2

ASHOK LEYLAND v/s BSE SENSEX

Source: IndiaNivesh Research, Capitaline

Source: Capitaline
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