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Ashok Leyland (ASOK.BO) 
 2QFY12 Operationally In Line; But Headwinds Remain  
  

 PAT at Rs 1.54 bn beat our estimates by 15% — Marginal revenue beat of ~1% reflects 
higher-than-expected ASPs (mix shift, better pricing and higher dispatches to the Vehicle 
Factory at Jabalpur). While gross margin at 26.5% was ~40bps lower than our estimates, 
lower-than-expected employee expense (~7% below estimates) amplified revenue beat 
to deliver an EBITDA beat of 6%. PAT beat reflects 1) Higher-than-expected other income 
(+115% Y/Y, +160% Q/Q), and 2) Lower effective tax rate of ~20% vs ~22% in 1Q. 

 Con call takeaways — 1) Mgmt maintained a moderate volume growth guidance of 5-
6% YoY for FY12 for the industry. For ALL, FY12 volume guidance was ~100k vehicles, 
with margin guidance at ~10.5%, 2) Volume decline of ~4% YoY in 2QFY12 reflects an 
overall drop in Southern India sales ( ALL's dominant  market) and in the MAV segment, 
3) ~20 days of dispatches were lost from Pantnagar plant due to civil insurgencies in the 
area - mgmt expects ~20K vehicle sales from Pantnagar in 2HFY12, 4) Pricing 
environment remains healthy, for now (ALL undertook ~1% price hike w.e.f. 1 Nov). That 
said, mgmt was cautious about freight rates and interest rates, 5) High demand for Fully 
Built Units in the tipper segment resulted in supply constraints- mgmt expects supply 
constraints to ease out, and 6) higher debt partially reflects loan for working capital. 

 Market share — Ashok Leyland clawed back ~200bps / 20bps Q/Q in the domestic 
heavy trucks / bus segment, partially reversing the trend in the MHCVs wherein it lost 
~5ppt in 1Q. The company expects to gain market share in the LCV segment with the 
launch of the new LCV from Nissan JV- Dost; though accompanied by some margin 
loss, as the vehicles will be fully-built units sourced from the JV.  

 Maintain Sell ; increase TP to Rs 26 — We increase our FY12/FY13/FY14 earnings 
by 8%/15%/18% respectively. While we reduce our volume assumptions by ~2.4 %–
2.6% over the same period, we are more sanguine on our margin assumptions. 
However, we maintain our Sell recommendation on ALL, given macro headwinds 
(mgmt also had a cautious stance on interest rates and freight rates) and ALL's 
relatively weaker positioning as compared to Tata Motors.  
 

Equities  

 

Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield 

31 Mar (RsM) (Rs) (%) (x) (x) (%) (%) 

2010A 4,262 1.60 74.8 17.3 2.0 11.9 2.7 

2011A 6,707 2.52 57.4 11.0 1.9 17.6 3.6 

2012E 5,956 2.24 -11.2 12.4 1.7 14.4 3.2 

2013E 6,844 2.57 14.9 10.8 1.6 15.3 3.7 

2014E 9,150 3.44 33.7 8.1 1.4 18.7 5.0 

Source: Powered by dataCentral           
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Target price Rs26.00

from Rs23.20   
Expected share price return -6.3%
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        Fiscal year end 31-Mar 
 

2010 2011 2012E 2013E 2014E 

        Valuation Ratios     

        P/E adjusted (x) 17.3 11.0 12.4 10.8 8.1 
        EV/EBITDA adjusted (x) 12.2 6.9 6.5 5.9 4.7 
        P/BV (x) 2.0 1.9 1.7 1.6 1.4 
        Dividend yield (%) 2.7 3.6 3.2 3.7 5.0 
        Per Share Data (Rs)     
        EPS adjusted 1.60 2.52 2.24 2.57 3.44 
        EPS reported 1.59 2.37 2.24 2.57 3.44 
        BVPS 13.79 14.89 16.09 17.47 19.30 
        DPS 0.75 1.00 0.90 1.03 1.38 

        Profit & Loss (RsM)     

        Net sales 72,090 110,947 119,436 129,677 144,120 
        Operating expenses -66,860 -101,176 -110,012 -119,579 -131,321 
        EBIT 5,231 9,771 9,424 10,098 12,799 
        Net interest expense -1,019 -1,889 -2,233 -2,215 -2,017 
        Non-operating/exceptionals 1,236 136 349 780 800 
        Pre-tax profit 5,448 8,018 7,540 8,663 11,582 
        Tax -1,211 -1,705 -1,583 -1,819 -2,432 
        Extraord./Min.Int./Pref.div. 0 0 0 0 0 
        Reported net income 4,237 6,313 5,956 6,844 9,150 
        Adjusted earnings 4,262 6,707 5,956 6,844 9,150 
        Adjusted EBITDA 7,272 12,445 12,927 13,873 16,516 
        Growth Rates (%)     
        Sales 21.0 53.9 7.7 8.6 11.1 
        EBIT adjusted 94.8 86.8 -3.6 7.2 26.8 
        EBITDA adjusted 62.7 71.1 3.9 7.3 19.1 
        EPS adjusted 74.8 57.4 -11.2 14.9 33.7 

        Cash Flow (RsM)     

        Operating cash flow 10,352 9,629 11,696 9,942 12,771 
        Depreciation/amortization 2,041 2,674 3,503 3,775 3,717 
        Net working capital 2,806 6 1,888 -1,457 -896 
        Investing cash flow -6,177 -4,482 -6,000 -3,000 -3,000 
        Capital expenditure -6,177 -4,482 -6,000 -3,000 -3,000 
        Acquisitions/disposals 0 0 0 0 0 
        Financing cash flow 131 551 1,684 -4,412 -4,471 
        Borrowings 2,457 3,644 4,459 -1,223 -207 
        Dividends paid -2,327 -3,092 -2,776 -3,189 -4,264 
        Change in cash 4,305 5,699 7,380 2,530 5,300 

        Balance Sheet (RsM)     

        Total assets 92,820 105,933 122,603 127,472 136,424 
        Cash & cash equivalent 5,189 1,795 2,000 2,500 3,000 
        Accounts receivable 10,221 11,852 14,517 15,677 17,423 
        Net fixed assets 48,110 49,918 52,415 51,639 50,922 
        Total liabilities 56,133 66,304 79,780 80,994 85,060 
        Accounts payable 23,317 27,074 35,823 38,147 41,345 
        Total Debt 22,039 25,683 30,142 28,919 28,712 
        Shareholders' funds 36,688 39,630 42,823 46,478 51,364 

        Profitability/Solvency Ratios (%)     

        EBITDA margin adjusted 10.1 11.2 10.8 10.7 11.5 
        ROE adjusted 11.9 17.6 14.4 15.3 18.7 
        ROIC adjusted 7.4 14.5 13.8 14.4 17.9 
        Net debt to equity 45.9 60.3 65.7 56.8 50.1 
        Total debt to capital 37.5 39.3 41.3 38.4 35.9 

        

For further data queries on Citi's full coverage universe 
please contact CIRA Data Services Asia Pacific at 
CIRADataServicesAsiaPacific@citi.com or +852-2501-
2791 
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Ashok Leyland's 2QFY12 results were operationally in line, though there was a PAT 
beat of 15%, supported by higher other income and lower tax provisioning. A 
downturn in the southern markets (elections in Tamil Nadu and unrest in Telangana 
region) coupled with production losses at Pantnagar marred dispatches, while better 
pricing and dispatch to the vehicle factory at Jabalpur resulted in better margins. 
However, mgmt maintained a relatively cautious outlook on both volumes and 
margins going forward:  

1) Volumes: 2Q losses (geography-specific and production related) were 
termed as one-off by the mgmt, as it maintained a rather muted volume 
guidance of ~100,000 for FY12. We have a slightly more cautious stance 
on volumes as we believe that the outlook for the MHCV industry is 
relatively challenging, with pressure on freight rates (in some regions) as 
well as higher interest costs 

2) Margins: despite a fairly healthy 10.7% EBITDA margin in 2Q, mgmt 
guided down a tad to 10.5% for FY12. We believe that margins should 
improve from current levels given better pricing and savings on excise 
duty; unless there is a sharp increase in other expenses / labor costs 
(which would imply that mgmt has under provisioned in 1H, though that 
doesn’t appear as such).    

While we cut our volume estimates for FY12/FY13/FY14 by ~2.5% each, we are 
more sanguine on the realizations (pricing +mix+ savings on excise duty) resulting 
in 1) 2-2.8% increase in our revenue assumptions for FY12-14, and 2) better gross 
margins. 

However, we maintain sell on Ashok Leyland stock given ALL's relatively weak 
positioning in the domestic MHCV market- TTMT is a formidable number one, while 
new entrants like Daimler and Volvo could also increase completive intensity. 

Before taking another look at our recommendation , we would observe 1) freight 
rates over 2H – a reflection of  industrial activity and hence, MHCV demand, 2) mkt 
share trends, 3) macro environment – mainly interest rates and diesel prices, 4) 
pricing environment – increasing discounts to increase market share would 
negate the impact of volume growth, and 5) customer response to the new LCV 
Dost (from the JV with Nissan) amidst competition from strong category 
performers viz. Tata's Ace and M&M's Maxximo.  

 
 

2QFY12 Results In Line: Maintain Sell 
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Figure 1. Ashok Leyland: Earnings Revision Table 

 Old  New  Deviation 
 FY12E FY13E FY14E  FY12E FY13E FY14E  FY11E FY12E FY13E 
Domestic Volumes 83,722 88,613 95,771  81,271 86,039 93,068  -2.9% -2.9% -2.8% 
Export Volumes 12,233 13,467 14,825  12,233 13,467 14,825  0.0% 0.0% 0.0% 
Total Volumes 95,955 102,080 110,596  93,504 99,506 107,893  -2.6% -2.5% -2.4% 
            
Net sales 117,190 127,310 140,162  119,436 129,677 144,120  1.9% 1.9% 2.8% 
EBITDA 11,871 12,472 14,829  12,927 13,873 16,516  8.9% 11.2% 11.4% 
EBITDA Margin (%) 10.1% 9.8% 10.6%  10.8% 10.7% 11.5%     
PBT 7,166 7,732 10,049  7,540 8,663 11,582  5.2% 12.0% 15.3% 
Tax (Rs) 1,648 1,778 2,311  1,583 1,819 2,432  -3.9% 2.3% 5.2% 
PAT 5,518 5,953 7,738  5,956 6,844 9,150  7.9% 15.0% 18.3% 
PAT Margin (%) 4.7% 4.7% 5.5%  5.0% 5.3% 6.3%     
EPS 2.07 2.24 2.91  2.24 2.57 3.44  7.9% 15.0% 18.3% 
CEPS 3.33 3.57 4.22  3.56 3.99 4.84  6.6% 11.9% 14.5%  

Source: Citi Investment Research and Analysis estimates 

 
 

Figure 2. Ashok Leyland: 2QFY12 Results (Rs mn) 

 2QFY11 1QFY12 2QFY12 % Chg YoY % Chg QoQ CIRA Comments 
Net sales 27,140 24,955 30,946 14.0% 24.0% ~1% above estimates. Reflects higher dispatches to Vehicle 

Factory, Jabalpur as well as price hikes  
       
Decrease/(Increase) in Stocks (925) (2,377) 1,629    
Raw Materials 20,894 20,358 21,128 14.0% 26.6% ~2% above estimates. Mgmt expects raw material cost pressures to 

stabilize at current levels 
Staff costs 2,115 2,497 2,515 18.9% 0.7% ~7% below estimates.  
Other Expenses 1,993 2,125 2,362 18.5% 11.1%  
Total Expenditure  24,077 22,603 27,634 14.8% 22.3% In line with estimates 
       
EBITDA 3,063 2,352 3,312 8.1% 40.8% ~6% above estimates. Margin expansion mainly reflects savings on 

SG&A expenses 
Interest 395 533 627 58.8% 17.5% ~14% above estimates. Debt levels have risen ~Rs 8bn since FY11 end 
Other income 48 41 103 114.5% 150.8%  
EBDT 2,716 1,859 2,788 2.6% 49.9%  
Depreciation & Amortization 641 847 859 34.1% 1.5%  
PBT 2,075 1,013 1,929 -7.1% 90.4% ~10% above estimates 
Exceptionals  95     
Tax  405 245 388 -4.2% 58.4% ~8% below estimates. Higher proportion of Pantnagar dispatches + 

higher MAT credit 
PAT 1,671 863 1,541 -7.8% 78.6% 15.1% 
PAT (pre exceptionals) 1,671 789 1,541 -7.8% 95.3% ~15% above estimates 
       
Profit Margins       
EBITDA Margin (%)  11.3 9.4 10.7   Mgmt guidance for FY12 margins is a moderate ~10.5% 
Interest cover (x) 7.9 4.5 5.4    
Tax / PBT (%) 19.5 22.1 20.1    
Net profit margins (%)  6.2 3.2 5.0    
Cost ratios       
Raw materials / sales 73.6 72.1 73.5    
Staff costs / sales 7.8 10.0 8.1    
Other expenses / sales 7.3 8.5 7.6    
       
EPS (Rs) 1.26 0.59 1.16 -7.8% 95.3%   

Source: Company, Citi Investment Research and Analysis 
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Figure 3. Ashok Leyland: Operational Metrics 

 2QFY11 1QFY12 2QFY12 % Chg YoY % Chg QoQ 
Vehicles sold (units) 24,590 19,277 23,659 -3.8% 22.7% 
Average Realizations 1,103,682 1,294,551 1,309,705 18.7% 1.2% 
Material Cost / Vehicle 812,082 932,773 963,152 18.6% 3.3% 
Gross Contribution / Vehicle 291,600 361,778 346,553 18.8% -4.2% 
EBITDA / Vehicle 124,546 121,990 140,154 12.5% 14.9%  

Source:  Company, Citi Investment Research and Analysis 

 
 

Figure 4. Ashok Leyland: Operational Results 

 2QFY11 1QFY12 2QFY12 % Chg YoY % Chg QoQ 
MHCV Passenger      
Domestic Sales      5,435       4,355       4,741  -12.8% 8.9% 
Export sales      1,069          973       1,384  29.5% 42.2% 
Total MHCV Passenger Sales      6,504       5,328       6,125  -5.8% 15.0% 
      
MHCV Goods      
Domestic Sales     16,658  12,277 15,547 -6.7% 26.6% 
Export sales      1,268  1,478 1,678 32.3% 13.5% 
Total MHCV Goods Sales     17,926      13,755      17,225  -3.9% 25.2% 
      
LCV      
Domestic Sales         147  106 110 -25.2% 3.8% 
Export sales           13  88 168 1192.3% 90.9% 
Total LCV Sales         160          194          278  73.8% 43.3% 
      
Total Domestic     22,240      16,738      20,398  -8.3% 21.9% 
Total Export      2,350       2,539       3,230  37.4% 27.2% 
Total Sales     24,590      19,277      23,628  -3.9% 22.6%  

Source: SIAM, Company, Citi Investment Research and Analysis 

 

 

 

 

 

 

 

 

 

 

 

 

 

Average realization increase reflects 

price hike and positive mix shift. Gross 

contribution expected to improve 2HFY12 

onwards 

YoY decline in volumes reflects 1) 

decline in segments in which ALL has a 

dominant market share - sales to STUs, 

sales in southern states, tractor trailer 

market in western India, 2) production 

loss at Pantnagar due to law and order 

problems in the area, and 3) supply 

constraints in Fully-Built Units in the 

tipper segment  
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Ashok Leyland – Financial Statements  

Figure 5. Ashok Leyland: Profit and Loss Statement (Rs mn) 

 FY2010 FY2011 FY2012E FY2013E FY2014E 
Volumes (Nos)               63,926              94,106             93,504         99,506         107,893  
% change YoY                   17.4                  47.2                  (0.6)              6.4                 8.4  
      
Net sales               72,090            110,947           119,436       129,677         144,120  
% change YoY 21.0 53.9 7.7 8.6 11.1 
Raw material expenses               52,193              81,235             87,691         94,784         103,749  
% of sales 72.4 73.2 73.4 73.1 72.0 
Manpower costs                 6,716                9,246               9,986         11,184           12,862  
% of sales 9.3 8.3 8.4 8.6 8.9 
Other variable expenses 341 660 779 841 935 
% of sales 0.5 0.6 0.7 0.6 0.6 
Other fixed expenses                 5,721                7,601               8,304           9,245           10,309  
% of sales 7.9 6.9 7.0 7.1 7.2 
Expenses capitalised                    153                   241                  250              250                250  
% of sales                     0.2                    0.2                   0.2               0.2                 0.2  
Cost of sales               64,819              98,502           106,509       115,804         127,604  
% of sales 89.9 88.8 89.2 89.3 88.5 
      
EBITDA                 7,272              12,445             12,927         13,873           16,516  
EBITDA Margin 10.1% 11.2% 10.8% 10.7% 11.5% 
Interest                 1,019                1,889               2,233           2,215             2,017  
Other income                 1,268                   636                  349              780                800  
EBDT                 7,522              11,192             11,043         12,438           15,299  
Depreciation                 2,041                2,674               3,503           3,775             3,717  
Exceptionals                    (33)                (500)                    -                -                  -  
PBT                 5,448                8,018               7,540           8,663           11,582  
Tax                  1,211                1,705               1,583           1,819             2,432  
PAT                 4,237                6,313               5,956           6,844             9,150  
PAT (pre exceptionals)                  4,262                6,707               5,956           6,844             9,150  
      
Profit Margins      
EBITDA Margin (%) 10.1 11.2 10.8 10.7 11.5 
Pre tax margins (%) 7.0 6.6 5.8 6.2 7.4 
Tax / PBT (%) 22.2 21.3 21.0 21.0 21.0 
Net profit margins (%) 5.9 6.0 5.0 5.3 6.3 
      
EPS FD (Rs) 1.60 2.5 2.2 2.57 3.44 
CEPS FD (Rs) 2.37 3.53 3.56 3.99 4.84  

Source: Company, Citi Investment Research and Analysis estimates 

 

 

 

We believe the overall industry outlook 

will remain challenging in FY12, mainly 

due to adverse macro environment 

(higher interest rates, fuel price hikes 

etc). In addition, competitive intensity is 

unlikely to abate- resulting in our rather 

cautious stance on ALL's volumes 

 

Margins should improve given- 1) better 

pricing and positive mix, and 2) 

stabilizing raw material costs 

 

Employee expense mainly reflect 

increase salaries as mgmt said that 

headcount should stabilize  

 

After an uptick in FY12, reflecting ramp 

up in Pantnagar, depreciation should 

stabilize FY13 onwards. 
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Figure 6. Ashok Leyland: Balance Sheet (Rs mn) 

 FY2010 FY2011 FY2012E FY2013E FY2014E 
SOURCES OF FUNDS      
Share capital 1,330 1,330 2,661 2,661 2,661 
Reserves & surplus 35,357 38,299 40,163 43,817 48,703 
Share holders funds 36,688 39,630 42,823 46,478 51,364 
      
Secured loans  7,116 11,823 16,723 17,000 17,500 
Unsecured loans 14,923 13,860 13,419 11,919 11,212 
Total loan funds 22,039 25,683 30,142 28,919 28,712 
      
Deferred Tax Liability (Net) 3,845 4,439 4,439 4,439 4,439 
Deferred Liability 765 899 900 900 900 
      
Total Sources of Funds 63,213 70,650 78,304 80,736 85,415 
      
APPLICATIONS OF FUNDS      
 10,654 6,733 6,000 3,000 3,000 
Gross block  60,186 66,919 72,919 75,919 78,919 
Less : Depreciation 17,691 20,581 24,084 27,859 31,576 
Net block 42,496 46,338 48,835 48,060 47,343 
Capital work in progress 5,615 3,580 3,580 3,580 3,580 
Fixed assets 48,110 49,918 52,415 51,639 50,922 
      
Investments 3,262 12,300 19,140 20,390 24,390 
Current assets :      
Inventories 16,382 22,089 25,488 27,223 29,646 
Sundry debtors 10,221 11,852 14,517 15,677 17,423 
Cash & Bank Balances 5,189 1,795 2,000 2,500 3,000 
Loans & advances 9,605 7,936 9,000 10,000 11,000 
Total current assets 41,397 43,672 51,006 55,399 61,069 
      
Current liabilities :      
Acceptances 7,691 5,790 7,000 7,000 7,000 
Sundry Creditors 15,626 21,284 28,823 31,147 34,345 
Others 2,604 3,305 3,800 3,500 3,500 
Provisions : 3,687 4,903 4,676 5,089 6,164 
Total current liabilities 29,608 35,283 44,299 46,736 51,009 
      
Net current assets 11,789 8,390 6,707 8,663 10,060 
      
Miscellaneous expenditure 52 43 43 43 43 
      
Total Applications of Funds 63,213 70,650 78,304 80,736 85,415 
       

Source: Company, Citi Investment Research and Analysis estimates 
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Ashok Leyland – Market Share / Volume Trends 

Figure 7. Ashok Leyland : Domestic Goods MHCV Sales Trend  Figure 8. Ashok Leyland : Domestic Passenger MHCV Sales Trend 

9,658
8,767

15,059

9,605

12,277

15,547

4,456

3,707

9,417

12,985

21,354

4,675

16,658

18,102

25.9%

21.9%

17.4%

14.2%

19.5%

15.6%

25.2%

21.1%

14.9%

24.6%

19.2%

24.9%

18.5%

24.4%

-

5,000

10,000

15,000

20,000

25,000

1Q
FY09

2Q
FY09

3Q
FY09

4Q
FY09

1Q
FY10

2Q
FY10

3Q
FY10

4Q
FY10

1Q
FY11

2Q
FY11

3Q
FY11

4Q
FY11

1Q
FY!2

2Q
FY12

0%

5%

10%

15%

20%

25%

30%

Units % market share  

 

3,999

5,406

2,419
2,211

5,062

4,184

5,180

5,626

4,355

3,647

4,242

4,741
5,4355,485

45%

36.1%

49.9%

45.1%

39.9%

39%

46%

40.2%
41.5%

43%37.9%

29.6%

42%

49%

-

1,000

2,000

3,000

4,000

5,000

6,000

1Q
FY09

2Q
FY09

3Q
FY09

4Q
FY09

1Q
FY10

2Q
FY10

3Q
FY10

4Q
FY10

1Q
FY11

2Q
FY11

3Q
FY11

4Q
FY11

1Q
FY!2

2Q
FY12

0%

10%

20%

30%

40%

50%

60%

Units % market share  
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Ashok Leyland – Valuation Indicators 

 

Figure 9. Ashok Leyland: 1 Yr fwd P / EPS (x)  Figure 10. Ashok Leyland: 1 Yr fwd P / CEPS (x) 
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Source: Company, Citi Investment Research and Analysis  Source: Company, Citi Investment Research and Analysis 

Figure 11. Ashok Leyland: 1 Yr fwd EV / EBITDA (x)  Figure 12. Ashok Leyland: P/BVPS 
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Ashok Leyland 
 
Company description 

ALL is owned by the Hinduja Group (which has an equity stake of 50.9%). ALL is 
the second-largest CV manufacturer in India, with a strong focus on medium and 
heavy commercial vehicles (MHCVs). The company's core product portfolio 
comprises MHCVs (goods vehicles and buses), and it also manufactures a range of 
vehicles suited for defense and special applications. Its recent successes in the 
export market are indicative of its product quality. Sales of spares and engines add 
to revenue and earnings, especially during cyclical downturns. 
 
Investment strategy 

We rate shares of Ashok Leyland Sell (3). Growth prospects for ALL are 
deteriorating. The ramp up at its Pantnagar plant has resulted in capacity increase 
as well as cost savings (primarily excise savings). However, with its focus on only 
medium and heavy trucks (coupled with geographical concentration in South India) 
ALL is more vulnerable than its peer Tata Motors to a deceleration in CV sales. Over 
the long term, the outlook for CV sales remains healthy, key reasons being a 
sustained pickup in economic activity, a focus on infrastructure spending and a 
strong replacement cycle (15% of the existing fleet in India is more than 15 years 
old and needs to be replaced both for commercial and environmental reasons). 
Moreover, growth in the agriculture, infrastructure and manufacturing sectors - all of 
which have positive linkages to the freight business - should remain positive over 
the long term. However, in the near to medium term we expect Ashok Leyland sales 
to be under pressure due to the challenging economic environment. 
 
Valuation 

Our price target of Rs26 for ALL is based on 6.5x March 13E CEPS. Our 6.5x target 
multiple is set at a slight discount to the 10-year average of 7x, which we believe is 
warranted given the current challenging economic environment. Our target price 
implies ~6.5x March 13E EV/EBITDA, broadly in line with the 10 year average 
 
Risks 

The key risk factors to our target price are movements in economic variables - 
particularly GDP growth, interest rates and fuel prices, to which sales of commercial 
vehicles are very sensitive. Input costs are volatile and linked to global commodity 
prices for metals, plastics, etc. The profitability and viability of the STUs over the 
long term are an important risk factor, given that the STUs are the largest buyers of 
ALL buses. Key upside risks to our target price include: 1) Greater-than-expected 
volume growth; 2) Significant reduction in input costs (notably steel and aluminium) 
would benefit earnings; and 3) Favourable customer response to the vehicles 
launched from ALL's LCV JV. 
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respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly, 
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Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Ashok Leyland in 
the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Ashok Leyland. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: Ashok Leyland. 
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revenues. 
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disclosures, are contained on the Firm's disclosure website at www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most 
recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 10 Oct 2011 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 59% 34% 7% 10% 79% 10%

% of companies in each rating category that are investment banking clients 45% 42% 37% 50% 43% 46%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks. 
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned. 
Investment Ratings: CIRA's investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return ("ETR") 
and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The Investment 
rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not assigned a Buy 
or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment catalysts to derive a 
positive or negative investment view, they may elect with the approval of CIRA management not to assign a target price and, thus, not derive an ETR. 
Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will publish a note 
re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our ratings 
distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.  
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a 
function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, analysts 
could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) affecting 
the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by management and 
as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets (US, UK, Europe, 
Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or more for Medium-
Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% for Medium-Risk 
stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging markets (Asia 
Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for Low-Risk stocks, 
20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-Risk stocks, 
10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Jamshed Dadabhoy; Arvind Sharma 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 04 November 2011 04:00 PM on the issuer's primary market. 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Ashok Leyland. (For an explanation of the determination of 
significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citigroupgeo.com.) 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
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transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research 
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity 
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision 
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney 
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by 
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 
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of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product 
is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
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Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
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N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
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The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of 
Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through 
Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the 
U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai 
International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market 
Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms 
for Investments in each sector covered is made available on request.  Financial products and/or services to which the Materials relate will only be made 
available to Professional Clients and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets Limited, which 
is authorised and regulated by Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other 
matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material.  
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the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services 
Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such 
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 

© 2011 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, 
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involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
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material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the 
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