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Bajaj Auto Ltd.

Automobiles | Company Update
CMP: Rs8,966 | Target Price (TP): Rs10,613 | Upside: 18% January 6, 2025

Broad based growth; Valuation Attractive

Est Change UNCHANGED

TP Change UPWARD

> Volumes to bottom out in FY25: We expect overall volumes to recover  gaiing change UPGRADE
from FY26 owing to all round recovery in the domestic market for 2Ws
including E2Ws, CNG, premium motorcycles and also 3Ws. We build in  Company Data and Valuation Summary

Key Points

volume growth of 9%./6% CAGR for domestic 2Ws/3Ws over FY24-27.  Reuters BAJA.BO
We expect CNG volumes to clock ~600k units in FY27. Bloomberg BJAUT IN Equity
> Pole position in EVs: With 25% market share, Bajaj Chetak secured Market Cap (Rsbn /US$bn) 2,503.7/29.3
poll position in the month of December'24. We believe the company will 52 WkH/L (Rs) 12,774 16,604
consolidate its pole position on the back of the recently launched Chetak  ADTV-3M (mn) (Rs / US$) 6,181.1/73.2

35 series which has better features and a new platform. Going ahead, Stock performance (%) 1M/3M/6M (2.1)/ (4.8)/28.3
the company plans to launch a host of new products in both 2W and 3W  Nifty 50 performance (%) IM/6M/1yr  (1.1) / (3.2) / 10.8
categories. The company also plans to launch E-3Ws under a separate

new brand. Furthermore, the new platform which lowers the cost of EVs BN

4QFY25 1QFY26  2QFY26

and growing scale of operations will support margins. PO 54.9 55.1 55.1
Dlls 8.7 8.5 8.8

»> Demand shifting to 125cc+ segment: The 2W industry, largely the 5 14.6 145 14.2
125cc segment, is growing faster, from 42% contribution to 55% over oers 217 21.9 21.9
the past 3 years signalling a shift in consumer behaviour. The company  pro pledge 0.0 0.0 0.0

has 25% market share in the category. Financial and Valuation Summary

> Exports showing steady recovery: Bajaj Auto continues to see a [uiEecain) FY24  FY25E  FY26E  FY27E
strong trajectory in export markets like Mexico and LATAM where it iS  Volumes 43,56,933 47,29,563 52,0,782 57,22,568
developing a new base. The company has also started a CKD unit in  Growth YoY% 10.8 8.6 10.2 9.8
Brazil. Though Africa continues to decline albeit at a slower pace than NetSales 4,46,852 506,604 580,356 6,64,159
before, we believe it's just a matter of a few quarters before it starts  Growth YoY% 23 13.4 14.6 14.4
showing recovery. For 3Ws also exports have started recovering. Gross margin % 29.0 30.3 305 305
Moreover, Quadricycle Qute has replaced 3Ws in markets like Egypt EBITDA 88,229 103,957 1,20,164 1,38,746
which banned 3W imports a few years back. EBITDA margin % 19.7 205 20.7 20.9

Adj PAT 74,788 82,370 94,500 1,08,127

> Valuation: Currently the stock is trading at a core PE of 23x at FY27 =~ (o, 329 101 147 144
numbers which we believe is providing a good entry point given the Adj EPS 2681 2950 3385 3873
favourable risk reward. We thus upgrade the stock to BUY from SELL ¢ 246 %61 977 283
valuing it at SOTP with core business valued at 28x core EPS and cash g, 201 202 a5 317

of Rs827/share to arrive at a TP of Rs 10,613. We build in the goc 251 26.9 20.8 33.0
Revenue/EBITDA growth of 14%/16% CAGR over FY24-27. P/E 334 304 26.5 231
EV/EBITDA 28.4 24.1 20.7 17.7

P/BV 10.1 9.2 8.3 7.3

Triumph growing strength to strength in the export market: Bajaj Auto
continues to see a strong response to Triumph particularly in export market
with YTD sales till Nov of 24k units. It has been received well in the markets
like EU US and North America. In domestic market too Triumph has been
able to maintain market share. With new model launches and expanding
footprint we believe volumes will further pick up going ahead. Currently in
the domestic market, it is available across ~170 touchpoints which is set to

further increase to ~200 touchpoints. Please refer to the disclaimer towards the end of the
document.

Source: Bloomberg, Company, Nirmal Bang Institutional Equities
Research
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Green portfolio underscores transformation: Electric & CNG across 2W & 3W comprise ~40%
of domestic sales. Mileage conscious customers have received the Freedom 125 well as the
running cost of CNG is 50% lower than Petrol. The company is increasing capacity to 30k
units/month in 3Q and subsequently to 40k units in 4Q of this fiscal. The transformation has been
supported by the gas distribution companies as well because the customer base for this
drivetrain/multi-fuel technology is vast.

Exports coming back but still below peak: Africa continues to be under pressure, especially
Nigeria where Bajaj Auto used to sell an average of 50k units/month; this has reduced to the
current run-rate of ~20k/month. The company, however is compensating the slowdown in Africa
by increasing its footprint in markets like the middle east where it saw ~20% growth YoY and
LatAm which grew by ~24% YoY. The company has also started a CKD plant in Brazil with a
capacity of 20k units per annum which can be scaled up to 50k units per annum. The company
has also commenced exports of Qute to Egypt. Going ahead, exports are expected to improve
gradually. Going ahead we believe the recovery in Africa market along with the traction in new
markets will lead to significant volume growth in exports.

Exhibit 1: Changes in annual estimates:

New estimates Old estimates % Change
(in Rsmn) FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E FY24  FY25E FY26E FY27E
Revenue 4,46,852 5,06,604 5,80,356 6,64,159 | 4,46,852 5,05353 5,67,752 6,32,887 0.0 0.2 22 4.9
EBITDA 88,229 1,083,957 1,20,164 1,38,746 88,229 1,05,723 1,19,839 1,35,406 0.0 @.7) 0.3 25
EBITDA (%) 19.7 20.5 20.7 20.9 19.7 20.9 21.1 21.4 - - -
PAT 74,788 82,370 94,500 1,08,127 74,788 83,523 94,194 1,05,554 0.0 1.4) 0.3 2.4
EPS (Rs) 268 295 338 387 268 299 337 378 0.0 (1.4) 0.3 24

Source: Company, Nirmal Bang Institutional Equities Research

Bajaj Auto (BAL)
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Story in Charts

Exhibit 2: 3Ws — Domestic market share (%) Exhibit 3: Segment-wise market share
80 s R R %
v @S ~Yz85g8g6
70 - g 2 o ° g N 3 90 -
. 80 4
ERe] o
60 3 70 |
50 - 60 -
1 41.9
40 50
40 - 295
30 - 30 -
20 | 20 -
10 -
10 - - 24.
— N N N N 2] 2] 2] 2] < < < < [Te] [Te]
N N N N N N N N N N N N N N N
- > > > > > > > > > > > > > > >
SEYYNRRReEITTISILN 5655586565886 85556
24443 4 4 1 1 1 11 1 1 AN A L R R A RSN R AR
94 A ® § 49 N ®m® § 4 N O F 4 |« e=g==75cC-110cC >110cc-125cc
—o—3\Ws domestic - market share (%) >125cc-150cc ==t >150cc-500cc
Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research

Bajaj Auto (BAL)



Institutional Equities

Exhibit 4: 1-year forward P/E chart

& NIRMAL BANG

- ¥¢-0ed
- ¥¢-AON
- ¥2100
L yg-deg
- pz-Bny
zall

- ye-unre
- pz-fepn
L yg-idy
- v-le
- v-ge4
- yg-uer
- €2¢-08Q
L €Z-MON
- €290
- gg-dag
- gz-bny
- geinr

- ggunre
- ez-fep
L ¢z-1dy
- €¢1ep
- €984
- gg-uer
- ¢c-9ed
- CC-NON
- ¢¢00
- gg-dag
- zg-bny
- cainr

- ¢eunr
- zz-fen
L zz-ldy
- ¢Cep
- ¢c-9e4
¢c-uer

Bajaj Auto (BAL)

-1SD

—1SD

= 10Yr Mean

—PJE

Source: Company, Nirmal Bang Institutional Equities Research



& NIRMAL BANG

Financials

Exhibit 5: Income statement

Institutional Equities

Exhibit 6: Cash flow

Y/E March (Rsmn) FY23 FY24 FY25E FY26E  FY27E  Y/E March (Rsmn) FY23 FY24 FY25E FY26E FY27E
Net Sales 3,64,276 4,46,852 5,06,604 580,356 6,64,159 PBT 74,086 98,220 1,10,120 1,26,000 1,44,169
Growth YoY% 9.9 22.7 13.4 14.6 14.4  Depreciation 2,824 3,498 4,102 4,429 4,842
Gross profit 1,03,729 1,29,418 153,501 1,77,009 202,569 Interest 395 535 535 535 535
Gross margin % 28.5 29.0 30.3 30.5 30.5 Other adjustments - - - - -
Staff costs 14,449 15376 20,264 23,214 26,566 Change in Working capital 12,928 15,669 -10,401 -12,283 -26,123
% of sales 4 3 4 4 4  Tax paid -18,392 -21,814 -27,750 -31,500 -36,042
Other expenses 23,788 25,813 29,280 33,630 37,256  Operating cash flow 71,841 96,108 76,606 87,181 87,381
% of sales 7 6 6 6 6 Capex 11,195 -9,000 -7,000 -7,000 -7,000
EBITDA 65,491 88,229 1,03,957 1,20,164 1,38,746 Free cash flow 60,646 87,108 69,606 80,181 80,381
Growth YoY% 24.5 34.7 17.8 15.6 15.5 Other investing activities 20,268 -1,656 800 -1,200 -1,200
EBITDA margin % 18.0 19.7 20.5 20.7 20.9 Investing cash flow 80,914 85452 70,406 78,981 79,181
Depreciation 2,824 3,498 4,102 4,429 4,842  Issuance of share capital -64 -38 - - -
EBIT 62,667 84,731 99,855 115735 1,33,904 Movement of Debt - 8341 - - -
Interest 395 535 535 535 535  Dividend paid -39,613 -22,316 -58,628 -67,003 -67,003
Other income 11,814 14,025 10,800 10,800 10,800 Other financing activities 395  -535  -535 535  -535
PBT (bei) 74,086 98,220 1,10,120 1,26,000 144,169 Financing cash flow 40,842 70,904 11,243 11,443 11,643
PBT 74,086 98,220 1,10,120 1,26,000 144,169 Net change in cash flow 3,026 2509 2,566 13,717 28,101
ETR 24.0 23.9 25.2 25.0 250 Opening C&CE 5883 2,858 5366 7,933 21,649
PAT 56,276 74,788 82,370 94,500 1,08,127 Closing C&CE 2,858 5366 7,933 21,649 49,750
Adj PAT 56,276 74,788 82,370 94,500 1,08,127  source: Company, Nirmal Bang Institutional Equities Research
Growth YoY% 19.6 32.9 10.1 14.7 14.4
Source: Company, Nirmal Bang Institutional Equities Research Exhibit 8: Key ratios

Y/E March FY23 FY24 FY25E FY26E FY27E
Exhibit 7: Balance sheet Per share (Rs)
Y/E March (Rsmn) FY23  FY24 FY25E FY26E Fy2re AdEPS 19895 26845 1295.08456.5 5 S S87.3
Share capital 2830 2792 2792 2792 2792 Bookvale 9107 805 9755 10740 12213
Reserves 251,429 245813 2,69,555 2,97,052 3,38,175 Or° 1400 800 2100 2400 2400
Net worth 254250 248,605 272,347 2,99.843 340967 valuation (x)
Long term debt ] ] ) ) _ PISales 7.1 5.7 5.1 4.4 3.8
Short term debt . 8341 8341 8341 8341 CV/EBITDA 382 284 241 207 117
Total debt - 8341 8341 8341 83 'E 4.1 334 304 265 231
Net debt 2858 2974 408 -13309 -41410 BV %8 101 92 83 73
Other non-current liabilities 3452 5069 5069 5069 5069 Returnratios (%)
Total Equity & Liabilities  3,11,277 342,507 3,64,723 4,00,614 451,282 ~OCE 185 246 261 277 283
Gross block 58070 67,338 74581 82,024 89667 ROCE (pretax) 243 323 349 369 378
Accumulated depreciation 32310 35808 39,910 44339 49181 °F 221801 302 3815 3817
Net Block 26,660 31,530 34,671 37,684 40,485 ROIC 187 251 269 298 330

Profitability ratios (%)
cwip 819 243 443 643 843 Gross margin 285 290 303 305 305
Intangible and others - - - - " EBITDA margin 180 197 205 207  20.9
Other non-current assets 19,467 21,774 21,774 21,774 21,774 PAT margin 15.4 16.7 16.3 16.3 16.3
Investments 220734 245414 255414 267414 279414 |0 i aiios (06)
Trade receivables 17,761 21,224 24,129 28,064 32,191 Current ratio 1.0 0.8 0.9 11 13
Inventories 13979 16,956 20360 23386 26,826 iy o 0.7 06 0.7 08 11
Cash & Cash Equivalents 2,858 5,366 7,933 21,649 49,750 Solvency ratio (%)
Other current assets - - - - " Net Debt to Equity ratio ©0) 00 00 (0.0) (0.1)
Total current assets 54,064 65,320 74,195 94,873 1,30,540 Turnover ratios
Trade payables 40739 56102 54294 62364 71535 oo umover ratio (X 6.0 66 68 1 -
Other current liabilities 12,828 24,390 24,672 24,997 25,370 Debtor days 17.8 17.3 17.4 17.6 17.7
Total current liabilities 53567 80,492 78966 87,361 96906 ..o 140 139 147 147 147
Total Assets 311,277 342507 364,723 4,00614 451,282 (oo 108 458 391 392 393
Source: Company, Nirmal Bang Institutional Equities Research Net Working capital days 9.0) (14.6) (7.1) 6.9) 6.9)

Source: Company, Nirmal Bang Institutional Equities Research

Bajaj Auto (BAL)



& NIRMAL BANG

Rating track

Institutional Equities

Date Rating Market price (Rs) Target price (Rs)
26 May 2015 Hold 2,302 2,401
27 July 2015 Hold 2,497 2,451
9 October 2015 Hold 2,431 2,451
26 October 2015 Hold 2,516 2,472
27 May 2016 Hold 2,505 2,594
29 July 2016 Hold 2,655 2,702
1 November 2016 Hold 2,884 3,042
1 February 2017 Hold 2,833 2,950
14 February 2017 Hold 2,801 3,117
19 May 2017 Hold 2,973 3,035
21 July 2017 Hold 2,815 3,022
23 October 2017 Hold 3,218 3,298
6 February 2018 Hold 3,186 3,376
22 May 2018 Hold 2,720 3,097
24 July 2018 Hold 2,684 2,820
26 October 2018 Buy 2,480 3,024
31 January 2019 Buy 2,500 3,024
29 July 2019 Hold 2,624 2,751
24 October 2019 Hold 3,159 3,107
28 January 2020 Hold 3,079 3,195
31 January 2020 Hold 3,142 3,195
30 March 2020 Buy 2,059 2,635
21 May 2020 Buy 2,556 2,982
23 July 2020 Buy 2,931 3,429
22 September 2020 Buy 2,982 3,671
23 October 2020 Buy 2,996 3,671
6 January 2021 Buy 3,490 4,141
22 January 2021 Buy 3,727 4,290
21 March 2021 Buy 3,650 4,250
30 April 2021 Buy 3,836 4,413
22 July 2021 Buy 3,853 4,413
7 October 2021 Buy 3,828 4,536
28 October 2021 Buy 3,700 4,308
6 January 2022 Buy 3,418 4,308
21 January 2022 Buy 3,308 4,200
29 April 2022 Hold 3,829 4,131
27 July 2022 Hold 3,883 4,216
16 October 2022 Buy 3,564 4,102
26 January 2023 Hold 3,717 4,136
26 April 2023 Hold 4,342 4,509
26 July 2023 Hold 4,840 5,036
19 Oct 2023 Hold 5,137 5,257
25 January 2024 Hold 7,213 6,871
18 July 2024 Sell 9,696 8,933
17 October 2024 Sell 11,617 9,983
6 January 2025 BUY 8,966 10,613

Bajaj Auto (BAL)
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Rating track graph
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research
report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: I, Varun Baxi, research analyst, the author of this report, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries.
It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the inclusion
of specific recommendations or views in this research. The analyst is principally responsible for the preparation of this research
report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

Bajaj Auto (BAL)
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

HOLD -5% t014%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL
or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the
value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL
accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation
to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether
direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors." .

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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