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Flash
India I Equities 

Key financials (YE Mar) FY10 FY11 FY12e FY13e FY14e

Sales (`m) 72,447 111,177 126,896 142,449 159,331
Net profit (`m) 3,821 6,313 6,373 6,596 7,356
EPS (`) 1.4 2.4 2.4 2.5 2.8
Growth (%) 120.0 65.2 0.9 3.5 11.5
EV/EBITDA (x) 6.3 3.8 6.4 5.8 5.2
P/E (x) 18.1 11.0 10.9 10.5 9.4
PBV (x) 1.5 1.3 2.3 2.2 2.0
RoE (%) 16.4 24.0 21.4 20.6 21.4
RoCE (%) 12.0 17.3 14.6 15.2 16.1
Dividend yield (%) 5.8 7.7 4.6 5.4 6.2
Net gearing (%) 61.1 66.7 68.3 69.2 68.9
Source: Company, Anand Rathi Research  

   
 

   

 
   

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

6 July 2012 

Ashok Leyland 

Conference call: aggressive capex plans, optimistic targets 

A key takeaway from Ashok Leyland’s conference call is management’s 
optimistic outlook on the company’s growth prospects, in contrast to 
its view on the industry, driven by its stronghold in south Indian 
markets. The company plans to invest ~`40bn till FY15, partly on 
Greenfield capacity of 190,000 LCVs. 

 Industry outlook bleak but company upbeat on growth prospects. 
Management estimates ~4% industry growth in FY13, but expects the 
company to outperform with 14% growth in M&HCVs’ reporting sales 
to 107,000 units (93,000 in domestic and 14,000 in exports). It expects 
‘Dost’ volumes to grow to 32,000 units in FY13.  

 Growth to go north due to markets down south. M&HCV growth, 
according to management, will be driven by southern markets. While 
M&HCV volumes declined ~5% YTD vs industry’s -14%, revival is 
expected in 3Q, with early signs showing up. The haulage segment 
volumes in the country fell ~11% yoy, whereas the South grew 9% yoy. 
Bus volumes are likely to be boosted by government incentives like 
JNNURM in Tamil Nadu. The ICV segment grew 8% YTD higher than 
the country (flat yoy).  Political stability in Tamil Nadu, the lifting of the 
mining ban from 14-15 iron ore mines and any clarity on Andhra 
Pradesh’s elections should help demand.  

 Aggressive capex plans. Ashok Leyland signed an MOU with Tamil 
Nadu to invest ~`40bn till FY15. The company spent `9.5bn on MHCVs 
till Mar’12, `3bn will be spent in FY13e and ~`7.5bn in FY14 and FY15 
each. It has spent `2bn till Mar’12 on LCVs. An additional `8bn is to be 
funded by debt, `5bn from the Nissan JV and `5bn by itself; all for a 
Greenfield plant of 190,000 units capacity. The company seeks an 
enabling resolution for fund raising through debt or equity (last option). 

 Valuation. The stock trades at 10.5x FY13e. We retain a Sell. Risks. 
Strong economic growth, rise in freight rates, greater LCV profitability. 

Rating: Sell 
Target Price: `30 
Share Price: `26

Shareholding pattern (%) Mar’12 Dec ’11 Sep ’11

Promoters 38.61 38.61 38.61
 - of which, pledged 7.05 7.05 7.05
Free float 61.39 61.39 61.39
 - Foreign institutions 16.22 15.57 16.18
 - Domestic institutions 14.73 15.84 15.40
 - Public  30.44 29.98 29.81

Relative price performance 

Ashok 
Leyland

Sensex
20
22
24
26
28
30
32
34

Ju
l-1

1

Au
g-

11

Se
p-

11

O
ct

-1
1

N
ov

-1
1

D
ec

-1
1

Ja
n-

12

Fe
b-

12
M

ar
-1

2

Ap
r-1

2

M
ay

-1
2

Ju
n-

12

Source: Bloomberg  

Key data ALIN / AL.BO
52-week high / low `33 / `20
Sensex / Nifty 17539 / 5327
3-m average volume  US$3.7m 
Market cap  `68.7bn / US$1.3bn
Shares outstanding  2661m
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Other key conference call takeaways: 
 The recent additional discounts of ~`12,000-15,000 being given by the company, have nullified the price 

increases taken. The absolute discount/vehicle is now ~`50,000-60,000. 
 For every incremental MHCV sold in Tamil Nadu (higher than the 14,000 units segment included in the 

scheme), Ashok Leyland will get an incentive of `150,000-180,000 per vehicle. 
 The passenger version of the Dost will be in the market by 3Q FY13, while the van version will take a year to 

launch. 
 In 1Q FY13 the company produced ~7,500 vehicles only, mainly due to production cuts in Pantnagar in Jun 

’12, when it produced ~1,450 vehicles. 
 The duties in Sri Lanka will not impact CV volumes, but the currency and fund situation is not very positive. 
 The company has repaid an ECB of ~6bn (USD denominated). 

 Gross debt as of June 2012 was `40bn (including working capital).  
 Market share was ~26.2% YTD FY13, vs 22.3% YTD FY12. 
 The management expects EBITDA margins to be ~10% in FY13. 
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Analyst Certification 
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research 
analyst(s) in this report. 
 
Important Disclosures on subject companies 
Rating and Target Price History (as of 5 July 2012) 
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 Date Rating 
TP  
(`) 

Share 
Price (`) 

1 25-Feb-09 Sell  7  8  
2 19-May-09 Sell  8   12  
3 12-Jun-09 Sell  13   17  
4 28-Jul-09 Sell  14   18  
5 3-Nov-09 Buy  28   20  
6 3-May-10 Buy  37   30  
7 22-Oct-10 Buy  46   38  
8 9-Apr-12 Sell  30   30  
     
     
     
      

 
The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi Research have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking 
revenues. 

Anand Rathi Ratings Definitions 

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>US$1bn) and Mid/Small Caps (<US$1bn) as described 
in the Ratings Table below.  

Ratings Guide 
    Buy   Hold   Sell 
Large Caps (>US$1bn)   >20%   5-20%   <5% 
Mid/Small Caps (<US$1bn)  >30%   10-30%   <10% 
 

Anand Rathi Research Ratings Distribution (as of 20 February 2012) 
    Buy   Hold   Sell 
Anand Rathi Research stock coverage (138) 76%   12%   12% 
% who are investment banking clients 6%   6%   0% 
 
Other Disclosures 
This report has been issued by Anand Rathi Share & Stock Brokers Limited (ARSSBL), which is regulated by SEBI.  

The information herein was obtained from various sources; we do not guarantee its accuracy or completeness. Neither the information nor any opinion expressed 
constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options, futures or other derivatives related to such securities ("related 
investments"). ARFSL and its affiliates may trade for their own accounts as market maker / jobber and/or arbitrageur in any securities of this issuer(s) or in related 
investments, and may be on the opposite side of public orders. ARSSBL, its affiliates, directors, officers, and employees may have a long or short position in any 
securities of this issuer(s) or in related investments. ARSSBL or its affiliates may from time to time perform investment banking or other services for, or solicit 
investment banking or other business from, any entity mentioned in this report. This research report is prepared for private circulation. It does not have regard to 
the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors should seek financial 
advice regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this report and should understand that 
statements regarding future prospects may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security's 
price or value may rise or fall. Past performance is not necessarily a guide to future performance. Foreign currency rates of exchange may adversely affect the 
value, price or income of any security or related investment mentioned in this report.  

This document is intended only for professional investors as defined under the relevant laws of Hong Kong and is not intended for the public in Hong Kong. The 
contents of this document have not been reviewed by any regulatory authority in Hong Kong. No action has been taken in Hong Kong to permit the distribution of 
this document. This document is distributed on a confidential basis. This document may not be reproduced in any form or transmitted to any person other than the 
person to whom it is addressed. 

If this report is made available in Hong Kong by, or on behalf of, Anand Rathi Financial Services (HK) Limited., it is attributable to Anand Rathi Financial Services 
(HK) Limited., Unit 1211, Bank of America Tower, 12 Harcourt Road, Central, Hong Kong. Anand Rathi Financial Services (HK) Limited. is regulated by the Hong 
Kong Securities and Futures Commission. 
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