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New launches to expand premium positioning

Stock data (as on Jan 23, 2024)

Valuation and View

Nifty 22.097
We attended HMCL's Hero World 2024 event centered around 1) New product launches 52 Week h/I (Rs) 4,561/ 2,246
such as, Xtreme 125R motorcycle (all new engine) at Rs95k (ex-show, non ABS variant) zjtr:;tnf;: (';‘:’1/:::3:1‘:)) LR 10’2(1)(9)
and Maverick X440 (rebadged of HD X440), 2) EV - product road-map showcase in 6m Avg t /og(RS mn): 2368
scooters with targeted launch in varied form factors by 1HFY25. HMCL also showcased Div yield (%): 23
the concept EV motorcycles (product development underway) and near production ready Bloomberg code: HMCL IN
ICE scooters such as Xoom 125 and 160. 3) Reiterated focus on premiumization across NSE code: HEROMOTOCO

products (for both ICE and EV), distribution (ongoing store upgrades of Hero 2.0 and Hero
Premia), complemented by digital initiatives for pre and post purchase functions. 4) Scale
up global business by strengthening distribution. 5) Faster adoption of digital initiatives 170
including retail financing where co is piloting the same in NCR. The co would focus on 4S
strategy (Speed, Scale, Synergy and Simplification) to drive up next stage of growth. While
we await Maverick pricing, the pricing of Xtreme 125R is competitive given overall
customer value proposition. We maintain ADD with TP of Rs5,021 based on ~19x Mar’26
S/A EPS plus Rs118 for Hero FinCorp post 30% hold-co discount. We have raised target 7j)an'_23 Ma\l/»23 Se[;-23 P
multiple to 19x (v/s 18x) to factor in for improving positioning in premium portfolio. Any ™ M v
success on newly launched ICE and VIDA supported by Ather’s continued brand o S P R
acceptance can be a key re-rating catalyst for the stock to watch for.

Stock performance

HEROMOTOCO

Nifty

120

Shareholding pattern (As of Dec’23)

Key management meet and R&D center visit highlights: (PPT Link) Promoter 34.8%
FIl+DII 55.9%
= New products to speed-up premiumization of portfolio - Led by healthy response Others 9.3%

to recent new launches such as HD X440 (~25k bookings) and Karizma (~13.6k )
bookings), HMCL has further hosted its premium portfolio with the launch of 2 Ain stance

new bikes in a fast growing segment of 1) 125CC where it launched Xtreme 125R Sat\l(;zg X'S‘g /33'?)
with all new EBT (engine balancer tech) engine at base price of Rs95k (ex-show) Tzt Biee 5021 4763
and 2) Maverick 440 (rebadged from HD 440X). We think with the launch of
Xtreme 125R is in a sweet spot of premium 125 segment, given it would be a

A in earnings estimates

FY24E FY25E
volume play (average monthly size of ~240k units per month in YTD FY24 with all EPS (New) 2164 2412
LED, single channel ABS (segment first) and claimed fuel efficiency of up-to EPS (Old) 216.4 2412
66kmpl). 2) On the other hand, while the Maverick is rebadged from HD 440, the % change N/A N/A

product seems more urban friendly and sporty in design. The pricing of the same

is key to watch for to ensure significant volumes. AL S el

Y/EMARCH(Rsb)  2024E  2025E  2026E
= Gradual supply chain augmentation and distribution of recent launches - The Sales 3811 4438 4814

management indicated gradual ramp-up in production of premium models EB!TDA 54.6 63.8 el
especially HD and Karizma as they are running an order book of 2-3 months. HD Adj. PAT 432 482 >1.6
. ) : . . o ’ Adi. EPS (INR) 216.4 241.2 258.1
capacity ramp-up to ~6k per month in Jan'24 from 2k units earlier. Similarly, the EPS Gr. (%) 48.6 11.4 7.0
distribution is ramped up to HD sales happens through ~200 stores now vs 100 BV/Sh. (INR) 9423 10635 1,915
stores earlier. ROE (%) 24.3 24.0 229
RoCE (%) 23.4 233 222

= Charging up EV play as VIDA to launch 3 products by 1HFY25 - HMCL to extend Payout (%) 58.5 57.2 57.9
VIDA portfolio with the launch of 3 EV scooters in mass, mid-priced and B2B P/E (x) 20.5 18.4 17.2
segment in 1HFY25 and a new launch towards 2HFY25. Further, EV motorcycle E\//*j\éér_:_DA( ) 1‘3‘; 1‘11-2 13';
portfolio too is under development (independent and tie-up with Zero Div. Yield (%) - e 5

motorcycles). The near term focus will be to expand distribution from ~100 cities
(which include 150 dealerships, VIDA exclusive network in 28 cities).

= Digital penetration to increase significantly across business functions - After
revamping pre-booking and post-booking customer experience through digital DEEP SHAH
initiatives (refer slide 33-42 of attached link above), HMCL has brought in retail Lead Analyst
finance platform eFin (currently piloting in NCR). By April, the same to scale up to
pan India. There are 5 financiers and ~500 sanctions with average sanction time is
4.2 mins.

deep.shah@ysil.in
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Exhibit 1: Focus on 3 key aspects - win in premium, EV leadership and grow through digital initiatives

Win in Premium Build EV Leadership Being Digital

Source- Company, YEE Sec

Exhibit 2: Premiumization across products, experience and brands in focus

PRODUCT EXPERIENCE BRAND

1. PREMIUM PORTFOLIO 1. NEXT GEN SALES EXPERIENCE 1. BUILDING BRANDS, CULTURE

AT Y-
D AT EZEINS

KarizmaXMR H-D X440 MAVRICK 440

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 3: New launch pipeline to be aggressive led by the launch of new form factors

Hero World 2024 2027E

7 Models

Here World 2020

Source- Company, Yes Sec

Exhibit 4: Preimumizing core portfolio through launch of XTEC variants

23% CONTRIBUTION TO MIX

16% CONTRIBUTION TO MIX

34% CONTRIBUTION TO MIX

59% CONTRIBUTION TO MIX

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



INSTITUTIONAL EQUITIES

~/YESSECURITIES  Hero MotoCorp Ltd. (HMCL)

Exhibit 5: VIDA - EV scooter portfolio expansion to be speed-up from 1HFY25

a
HiFY25 HIFY'25 ———

Premium é j ﬁ Model 4
: * En

V1 Pro Model 1 B2B, Global |
= market
- i
Cost o
Mainstream effective
refresh of + Continued |
Model 2 Model 1-3 performance |
and cost
refresh

a

Model 3 I

Source- Company, Yes Sec

Exhibit 6: VIDA - EV motorcycles portfolio under development

Performance

Premium

Mid Premium

Mid

% FY 26 and Beyond

Source- Company, Yes Sec

Exhibit 7: Digital - moving from push to pull model for end to end pre and post vehicle purchase experience

¥ =)

Moving from push to pull model Providing an end to end Connected Vehicle & Moving from just
powered by Digital (for Customer Experience Platforms enabler to be the
i business itself

Source- Company, Yes Sec

-]
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Exhibit 8: Digital - share increasing across enquiries, conversion, retail and exchange platforms

Digital Enquiries are going up Retail & Exchange via Digital

Rrylknm
T

e, Retail via Wheel of Trust - 83,000
2 vs. LY 3207

In 1 month of launch the new
Exchange platform
20k journeys initiated
Digital Conversion FY 24 ; ] End to end journey with price
: check - 6077
Marketing Data Workbench : el Lol il 50% Improvement in Lead to
' Conversion | Sales - 200

Upsell campaigns - "84k enquiries

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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FINANCIALS

Exhibit 9: Balance Sheet

Y/E March 2021 2022 2023 2024E 2025E 2026E
Sources of Funds

Share Capital 400 400 400 400 400 400
Reserves 151,585 157,430 166,651 187,916 212,131 237,726
Net Worth 151,984 157,829 167,051 188,316 212,531 238,126
Deferred Tax 4,041 3,833 4,054 4,054 4,054 4,054
Loans 2,758 2,974 3,306 3,306 3,306 3,306
Capital Employed 158,783 164,636 174,410 195,675 219,890 245,485
Application of Funds

Gross Fixed Assets 142,362 146,657 151,942 156,584 170,584 182,584
Less: Depreciation 82,478 88,592 94328 101,578 109,594 118,246
Net Fixed Assets 59,884 58,065 57,614 55,006 60,990 64,337
Capital WIP 4,366 4,582 4,638 6,000 8,000 8,000
Investments 104,997 106,523 110,104 130,104 126,104 122,104
Curr.Assets, L & Adv. 52,364 47,970 60,276 73,649 98,397 130,878
Inventory 14,696 11,227 14,341 16,139 21,145 22,937
Sundry Debtors 24,268 23,043 27,982 31,266 36,416 39,503
Cash & Bank Balances 2,572 1,751 3,455 10,045 21,971 47,975
Loans & Advances 397 402 436 487 567 615
Others 10,432 11,547 14,062 15,712 18,298 19,849
Current Liab. & Prov. 62,827 52,505 58,221 69,083 73,600 79,834
Sundry Creditors 52,046 42,603 47,045 57,496 61,085 66,263
Other Liabilities 7,452 6,516 7,438 8,070 9,398 10,194
Provisions 3,328 3,385 3,738 3,517 3,118 3,377
Net Current Assets (10,463) (4,534) 2,055 4,566 24,796 51,044

Miscellaneous Expenditures - - - - - _

Application of Funds 158,784 164,636 174,410 195,675 219,890 245,485

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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Exhibit 10: Income statement

Hero MotoCorp Ltd. (HMCL)

Y/E March 2021 2022 2023 2024E 2025E 2026E
Net Revenues 308,006 292,455 338,057 381,063 443,777 481,392
Change (%) 6.8 (5.0) 15.6 12.7 16.5 8.5
EBITDA 40,192 33,688 39,862 54,577 63,801 68,917
EBITDA Margin (%) 13.0 11.5 11.8 14.3 14.4 14.3
Depreciation 6,769 6,498 6,570 7,250 8,016 8,653
EBIT 33,424 27,190 33,293 47,327 55,786 60,265
Interest cost 218 258 199 179 159 139
Other Income 5,799 5,569 5,652 9,833 8,550 8,550
Non-recurring Expense - - - - - -
PBT 39,004 32,501 38,746 56,981 64,177 68,676
Tax 9,362 7,771 9,640 13,732 15,980 17,100
Effective Tax Rate (%) 24.0 23.9 24.9 241 24.9 24.9
PAT 29,642 24,730 29,106 43,248 48,197 51,576
Change (%) (18.4) (16.6) 17.7 48.6 114 7.0
% of Net Sales 9.6 8.5 8.6 11.3 10.9 10.7
Adj. PAT 29,642 24,730 29,106 43,248 48,197 51,576
Change (%) (4.2) (16.6) 17.7 48.6 114 7.0
Source: Company, YES Sec
Exhibit 11: Cash Flow Statement

Y/E March 2021 2022 2023 2024E 2025E 2026E
Profit before Tax 29,642 24,730 19,106 56,981 64,177 68,676
Depreciation & Amort. 6,769 6,498 6,570 7,250 8,016 8,653
Direct Taxes Paid (9,759) (7,688) (8,496) (13,732) (15,980) (17,100)
(Inc)/Dec in Working Capital 10,700 (6,825) (5,832) 4,079 (8,305) (244)
Interest/Div. Received

Other Items 4,375 3,488 14,443 179 159 139
CF from Oper. Activity 41,727 20,203 25,791 54,756 48,067 60,123
Extra-ordinary Items - - - - - -
CF after EO Items 41,727 20,203 25,791 54,756 48,067 60,123
(Inc)/Dec in FA+CWIP (5,146) (5,347) (5,777) (6,004) (16,000) (12,000)
Free Cash Flow 36,581 14,856 20,014 48,752 32,067 48,123
(Pur)/Sale of Invest. (16,953) 3,828 1,089 (20,000) 4,000 4,000
CF from Inv. Activity (22,099) (1,519) (4,688) (26,004) (12,000) (8,000)
Inc/(Dec) in Debt (218) (149) (224)

Interest Paid (218) (258) (199) (179) (159) (139)
Dividends Paid (18,978) (18,981) (19,983) (21,984) (23,982) (25,981)
CF from Fin. Activity (19,415) (19,389) (20,406) (22,162) (24,141) (26,119)
Inc/(Dec) in Cash 213 (705) 697 6,590 11,926 26,004
Add: Beginning Balance 1,479 1,692 987 3,455 10,045 21,971
Closing Balance 1,692 987 1,684 10,045 21,971 47,975

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 12: Growth and Ratio matrix

Y/E March 2021 2022 2023 2024E 2025E  2026E
Basic (INR)
EPS 1484 123.8 145.6 216.4 241.2 258.1
EPS Growth (%) (4.0) (16.6) 17.7 48.6 114 7.0
Cash EPS 182.2 156.3 178.5 252.7 281.3 301.4
Book Value per Share 760.7 789.9 835.9 9423 1,063.5 1,191.5
DPS 105.0 95.0 100.0 110.0 120.0 130.0
Payout (Incl. Div. Tax) % 81.4 88.3 79.0 58.5 57.2 57.9
Valuation (x)
P/E 28.1 33.7 28.7 19.3 17.3 16.2
EV/EBITDA 18.1 21.6 18.2 12.8 10.8 9.7
EV/Sales 24 25 21 1.8 1.6 1.4
Price to Book Value 55 5.3 5.0 4.4 Sk 3.5
Dividend Yield (%) 25 2.3 24 2.6 2.9 3.1
Profitability Ratios (%)
RoE 20.2 16.0 17.9 24.3 24.0 229
RoCE 19.5 154 17.3 234 23.3 222
RolC 48.2 42.0 46.3 67.9 73.9 69.0
Turnover Ratios
Debtors (Days) 30.3 30.3 31.9 31.6 31.6 31.6
Inventory (Days) 18.4 14.8 16.3 16.3 18.3 18.3
Creditors (Days) 61.7 53.2 50.8 55.1 50.2 50.2
Working Capital (Days) (12.4) (5.7) 2.2 4.4 20.4 38.7
Asset Turnover (x) 1.9 1.8 1.9 1.9 2.0 2.0
Fixed Asset Turnover 22 20 2:3 2.5 2.7 2.7
Source- Company, Yes Sec
Recommendation Tracker
5010 - HEROMOTOCO Reco  ------- Nifty (RHS) - 23.000
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Source - YES Sec
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL
and are subject to change without any notice. The report and
information contained herein are strictly confidential and meant solely
for the intended recipient and may not be altered in any way,
transmitted to, copied or redistributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written
consent of YSL.

The information and opinions contained in the research report have
been compiled or arrived at from sources believed to be reliable and
have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy,
completeness, authenticity or validity. No information or opinions
expressed constitute an offer, or an invitation to make an offer, to buy
or sell any securities or any derivative instruments related to such
securities. Investments in securities are subject to market risk. The value
and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that
each security's price or value may rise or fall and, accordingly, investors
may even receive amounts which are less than originally invested. The
investor is advised to take into consideration all risk factors including
their own financial condition, suitability to risk return profile and the
like, and take independent professional and/or tax advice before
investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general
nature which may not be specifically suitable to any particular investor.
Past performance may not necessarily be an indicator of future
performance. Actual results may differ materially from those set forth
in projections. Registration granted by SEBI and certification from NISM
in no way guarantee performance of the intermediary or provide any
assurance of returns to investors.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the
use of this report. This report is not directed or intended for distribution
to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law,
regulation or which would subject YSL and associates to any
registration or licensing requirement within such jurisdiction. The

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 7" Floor, Urmi Estate Tower A, Ganpatrao
Kadam Marg, Opp. Peninsula Business Park, Lower Parel (West),
Mumbai - 400 013, Maharashtra, India.

> research@ysil.in | Website: www.yesinvest.in

Hero MotoCorp Ltd. (HMCL)

securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves
of and to observe such restriction.

YES Securities (India) Limited distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL &
NSDL: IN-DP-653-2021 | MERCHANT BANKER: INM000012227 |
RESEARCH ANALYST: INHO00002376 | INVESTMENT ADVISER:
INAO0O0007331 | Sponsor and Investment Manager to YSL Alternates
Alpha Plus Fund (CAT IIl AIF) SEBI Registration No.: IN/AIF3/20-21/0818 |
AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Aditya Goenka,
Email id: compliance@ysil.in, Contact No: 022- 65078127 (Extn: 718127)

Grievances Redressal Cell: customer.service@ysil.in/igc@ysil.in

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 9
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DISCLOSURE OF INTEREST
Name of the Research Analyst : Deep Shah

The analyst hereby certifies that opinion expressed in this research
report accurately reflect his or her personal opinion about the subject
securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion
expressed in this research report.

o Particulars

No. Yes/No

Research Analyst or his/her relative’s or YSL's

financial interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more

2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

Research Analyst or his/her relative or YSL has
3 any other material conflict of interest at the time No
of publication of the Research Report

Research Analyst has served as an officer, director

or employee of the subject company(ies) NG

YSL has received any compensation from the

subject company in the past twelve months No

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

No

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever
nature from the subject companyf(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.

5 Digitally signed by DEEP
DEEP ASHVIN 52t
SHAH Date: 2024.01.24 09:45:38
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Hero MotoCorp Ltd. (HMCL)

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI)
registered Stock broker holding membership of National Stock Exchange
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is
also a SEBI-registered Category | Merchant Banker, Investment Adviser
and Research Analyst. YSL is also a Sponsor and Investment Manager of
Alternate Investment Fund - Category Il (YSL Alternates) and AMFI
registered Mutual Fund Distributor. The Company is also a registered
Depository Participant with CDSL and NSDL. YSL offers, inter alia,
trading/investment in equity and other financial products along with
various value added services. We hereby declare that there are no
disciplinary actions taken against YSL by SEBI/Stock Exchanges.
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