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On a recovery path; rural demand key
= PV revenue growth likely to remain strong in Q4 at ~20% YoY for our
coverage but margin pressure set to continue

= Weak exports still a drag on the 2W segment; volume data shows HMCL

outdoing peers as rural economy shows signs of revival

= CV and tractor segments send mixed signals; we remain positive on AL
and MM but maintain SELL on ESCORTS
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Passenger vehicles (PV): We expect strong 20%+ YoY revenue growth for PV
OEMs under our coverage (MSIL & MM) in Q4FY23, supported by a mix of volume
and realisation gains (due to easing semiconductor availability and lower input cost).
Sequential gross margin pressure is likely to continue (64bps/5bps QoQ decline
estimated for MSIL/MM) due to limited passthrough of the cost burden (~1%).
EBITDA margins are also expected to be strained with MSIL forecast to see a 30bps
QoQ dip due to limited operating efficiencies.

Two-wheelers (2W): Volume data shows softness across the 2W pack (ex-HMCL) in
Q4. This together with limited price hikes is likely to keep revenue growth muted at
~1% QoQ for our coverage. BJAUT’s revenue is estimated to drop by a sharper ~8%
QoQ due to weak exports (major contributor). Gross margin across our 2W coverage
is expected to fall 50-250bps QoQ with the exception of HMCL (+70bps) where ~3%
volume gains coupled with price hikes are estimated to aid ~4% revenue growth.
HMCL'’s gains indicate that rural markets are showing signs of revival. YoY growth for
2W companies was healthy as semiconductor availability has gradually normalised.

Commercial vehicles (CV): CVs are seeing a healthy revival with AL’s volumes
advancing 22-25% YoY and QoQ. This is likely to fuel strong revenue growth both
YoY and sequentially. AL’s gross margin is expected to remain under pressure due
to higher input cost, but better operating efficiencies should support EBITDA margin.
TTMT’s (Not Rated) volumes have gained QoQ while declining YoY, and EIM’s CV
segment has risen by a strong 45% QoQ and 42% YoY.

Tractors: The tractor segment was a mixed bag with VSTT delivering 64% QoQ
volume growth that is estimated to boost revenue by 68% (on a low base) and aid
85bps gross margin expansion to 32% in Q4. However, ESCORTS’ volumes
dropped 12% QoQ and hence we bake in a sequential revenue decline of 10% to
Rs 20.4bn. MM’s tractor volumes fell 15% QoQ but jumped 23% YoY.

Prefer 4W OEMs over 2Ws: We retain our positive view on four-wheeler (4W)

OEMs with a BUY on AL & MM and SELL on ESCORTS.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.

Recommendation snapshot

Ticker Price Target Rating
ALIN 136 169  BUY
BJAUT IN 4332 3,636 HOLD
EIM IN 3,183 3543 HOLD
ESCORTS IN 1956 1,742  SELL
HMCL IN 2501 2,712 HOLD
MM IN 1,208 1,496 BUY
MSIL IN 8,466 9,989 HOLD
TVSLIN 1,102 1,252 HOLD
VSTTIN 2418 2,802 BUY
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Y/E March Net Sales (Rs mn) EBITDA (Rs mn) EBITDA Margin (%) Adj. PAT (Rs mn)
(Rs mn) Q4FY23E  YoY (%) QoQ (%) | Q4FY23E  YoY (%) QoQ (%) | Q4FY23E YoY (bps) QoQ (bps) | Q4FY23E  YoY (%) QoQ (%)
AL 1,16,735 335 29.3 10,785 39.0 353 9.2 36.4 409 5,440 26.2 53.5
BJAUT 85,326 7.0 (8.4) 15,267 118 (13.9) 179 76.8 (115.2) 13,066 (11.1) (12.2)
EIM 35,790 12.0 (0.3) 7,783 341 9.2) 217 (188.4) (211.9) 5713 3.2 (16.1)
ESCORTS 20,404 9.6 (9.9) 1,949 (19.9) (2.7) 95 (352.4) 70.0 1,929 (4.6) (1.8)
HMCL 83,219 1241 36 10,095 22.0 9.2 1241 98.0 62.4 7,184 14.6 1.0
MM 2,19,666 283 14 25,811 327 327 118 389 (124.6) 7,184 14.6 1.0
MSIL 3,25,626 218 1241 30,762 26.8 8.6 94 3741 (30.7) 21,625 17.6 (8.0)
TVSL 65,928 19.2 0.7 6,972 252 5.8 10.6 50.7 50.8 3,844 40.0 9.0
VSTT 3,581 64.0 67.6 570 89.2 144.6 15.9 2121 501.5 432 95.3 122.2
Total 9,56,274 213 6.6 | 1,09,994 23.2 9.8 11.5 17.5 337 66,416 9.9 (3.3)
VIE March Sales Volume (units) Realisation (Rs mn/vehicle) Gross profit margin (%)
Q4FY23E YoY (%) QoQ (%) Q4FY23E YoY (%) QoQ (%) Q4FY23E YoY (bps) QoQ (bps)
AL 59,697 225 255 20 8.9 3.0 215 (26) (225)
BJAUT 8,57,788 (12.2) (12.8) 0.1 218 5.0 28.8 72 (59)
EIM 2,18,525 17.7 (1.3) 0.2 (4.8) 1.0 39.2 (342) (245)
ESCORTS 24,765 13.1 (11.6) 0.8 (3.1) 20 26.0 (353) 58
HMCL 12,70,492 6.9 25 0.1 49 1.1 313 58 70
MM 2,78,958 272 (1.0) 0.8 9.3 25 240 36 5)
MSIL 517,177 5.8 11.0 0.6 15.1 15.1 26.7 24 (64)
TVSL 8,68,417 1.4 (1.3) 0.1 19.2 0.7 246 73 9
VSTT 14,776 36.1 64.3 0.2 205 205 319 28 85
Total 41,10,595 28 (1.1) 0.2 18.0 78 264 (40) 168
Source: Company, BOBCAPS Research
Fig 2 - MSIL
Particulars Q4FY23E  Q4FY22  YoY (%) Q4FY23 QoQ(%) Comment
Sales Volume 517,177 488,830 58 465911 11.0 Domestic volumes grew 6% YoY in Q4, in which the utility and mini
segments increased by 38% and 10% YoY whereas the compact, super
Realisations/Vehicle (Rs mn) 0.63 0.55 151 0.55 151 compact and mid-size segments declined by 3%, 11% and 61% respectively.
Sales (Rs mn) 325626 267,400 218 290,443 124 CVs (incl. vans) also grew by 16% YoY, and exports were up 14%.
EBITDA (Rs mn) 30,762 24,268 268 28,331 86 MSIL undertook a weighted average price hike of 1.1% across models in
EBITDA margin (%) 9.4 9.1 37bps 9.8 (31bps) Jan'23 (and another 0.8% hike in April) to offset the impact of rising input
costs and provisions to update its models to the Apr'23 BS6 norms. We
Gross Profit (Rs mn) 86,932 70,733 2239 79,385 95 expect realisations to rise 15% YoY/QoQ on the back of strong demand for
Gross margin (%) 2.7 25 24bps 273 (64bps)  the premium segment, price hikes and export pick-up. However, gross
margin could decline 64bps QoQ (+24bps YoY) as commodity prices have
Adj PAT (Rs mn) 21,625 18,389 176 23,513 (8.0)

hardened sequentially.

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Fig 3 — Volume snapshot

Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
PV (incl Utility vehicles) 403,753 380,444 6.1 370,206 9.1
CV (incl vans) 46,455 39,932 16.3 33,723 37.8
Domestic 450,208 420,376 71 403,929 115
Exports 64,719 68,454 (5.5) 61,982 44
Total 514,927 488,830 5.3 465,911 10.5

Source: Company, BOBCAPS Research

24 April 2023
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Fig 4 - MM
Particulars Q4FY23E  Q4FY22  YoY (%) Q4FY23 QoQ (%) Comment
Sales Volume 278,958 219.336 272 281,859 (1.0) Domestic auto sale volumes grew 24% YoY in Q4 led by PVs (+32%).
Utility vehicle (UV) volumes grew 33% YoY whereas PVs (plus vans)
Realisations/Vehicle (Rs mn) 0.79 0.72 93 0.77 2.5 declined 37%. CVs grew 6% and the 3W segment surged 64% YoY.
. . 0 \ .
Sales (Rs mn) 219,666 171,240 283 216,537 14 Exports remained weak,.falllng 17% YoY. MM’s tractorvolume§ increased
23% YoY led by domestic growth of 26% whereas exports declined 18%.
EBITDA (Rs mn) 25811 19,455 327 19,455 32.7  The company continued to face a shortage of semiconductors for high-end
SUVs which has led to long waiting periods.
EBITDA margin (%) 118 114 39bps 13.0  (125bps)
Gross Profit (Rs mn) 52720 40,485 302 52,067 13 MM raised prices for Scorpio-N and XUV 700 in January and for Bolero
and Bolero Neo in March, with BS6 norm-related hikes expected in Q1FY24.
Gross margin (%) 240 236 36bps 240 (5bps) A bulk of the steel cost easing was reflected in Q3FY23 and we foresee no
) QoQ margin tailwinds in Q4. Going ahead, margin gains would come from
Adj PAT (Rs mn) 7184 6,271 146 7 10 price hikes, operating leverage, cost control and rising UV demand.
Source: Company, BOBCAPS Research
Fig 5 — Volume snapshot
Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
PV 99,395 75,230 3241 91,135 9.1
CV (incl 3W) 82,458 71,837 14.8 75,982 8.5
Tractor 85,867 68,184 259 101,359 (15.3)
Domestic 267,720 215,251 244 268,476 (0.3)
Exports 11,238 13,533 (17.0) 13,383 (16.0)
Total 278,958 228,784 219 281,859 (1.0)
Source: Company, BOBCAPS Research
Fig 6 - BJAUT
Particulars Q4FY23E  Q4FY22  YoY (%) Q4FY23 QoQ(%) Comment
Sales Volume 857,788 976,651 (12.2) 983,276 (12.8)
Realisations/Vehicle (Rs mn) 010 0.08 218 0.09 50 BJAUT'’s volumes continued to decline (-12% YoY) in Q4 as 2W/3W
Sales (R 85,326 79,743 70 93451 54 exports contracted 41% YoY amid sustained headwinds in key markets
ales (Rs mn) ’ ’ ’ ’ ®4) such as Nigeria. Domestic 2W volumes grew 32% YoY. BJAUT remains
EBITDA (Rs mn) 15,267 13,656 1.8 17,740 (13.9)  focused on the >125¢c segment, where the industry is seeing 3-4 times the
EBITDA margin (%) 17.9 171 77bps 19.0  (115bps)  growth of the 100cc segment. Rural demand, however, remains soft. We
Gross Profit (Rs mn) 24574 22.391 97 27376 (10.2) expect realisation per vehicle to improve by 5%/22% QoQ/YoY on the back
G i % 288 261 72h 294 59b of price hikes and a rich product mix. Gross margin could soften 60bps
ross margin () ' ' b ' (59bps) QoQ (+72bps YoY) as commodity prices have increased marginally.
Adj PAT (Rs mn) 13,066 14,690 (11.1) 14,886 (12.2)

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Fig 7 — Volume snapshot

Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
2-wheelers 413,050 339,100 218 455,146 9.2)
3-wheelers 100,033 50,055 99.8 89,042 123
Domestic 513,083 389,155 318 544,188 (5.7)
Exports 344,705 587,496 (41.3) 439,088 (21.5)
Total 857,788 976,651 (12.2) 983,276 (12.8)

Source: Company, BOBCAPS Research

24 April 2023
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Fig 8 - HMCL
Particulars Q4FY23E  Q4FY22  YoY (%) Q4FY23  QoQ (%) Comment
Sales Volume 1,270,492 1,188,884 6.9 1,239,693 2.5  HMCL recorded healthy volume growth in scooters (+18% YoY) and
RealisationsVehicle (Rs mn) 0.07 0.06 49 0.06 11 motorcycles (+6%) in Qéll, .indicating recovery in rura.I markets. Exports were
a drag on volumes, declining 57% YoY. HMCL continues to focus on
Sales (Rs mn) 83,219 74,217 12.1 80,310 3.6 strengthening the 125cc portfolio, launching the Super Splendor XTEC in
EBITDA (Rs mn) 10,095 8.276 220 9,241 92 Q4and collaborating with Zero Motorcycles for premium electric products.
In order to strengthen entry-level demand, it launched 110cc scooter Xoom.
EBITDA margin (%) 12.1 11.2 98bps 115 62bps
Gross Profit (Rs mn) 26,040 22,793 142 24,567 6.0  We expect operating leverage to contribute towards margin gains in Q4.
o o0 . :
Gross margin (%) 313 307 58bps 306 70bps The company has taken a price hike of ~2% effective from 1 April on
account of cost increases toward OBD2 (onboard diagnostics) transition,
Adj PAT (Rs mn) 7,184 6,271 14.6 7111 1.0 which will help safeguard margins in subsequent quarters.
Source: Company, BOBCAPS Research
Fig 9 — Volume snapshot
Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
Motorcycles (incl exports) 1,191,388 1,122,020 6.2 1,129,151 55
Scooters (incl exports) 79,104 66,864 18.3 110,542 (28.4)
Total 1,270,492 1,188,884 6.9 1,239,693 25
Domestic 1,234,484 1,105,886 11.6 1,204,029 25
Exports 36,008 82,998 (56.6) 35,664 1.0
Source: Company, BOBCAPS Research
Fig 10 - TVSL
Particulars Q4FY23E  Q4FY22  YoY (%) Q4FY23  QoQ (%) Comment
Sales Volume 868,417 856,446 14 879,423 (1.3)
Realisations/Vehicle (Rs mn) 0.07 0.06 19.2 0.07 0.7 TVSL's domestic 2W segment registered healthy volume growth of 26%
Sales (Rs mn) 65,928 55,303 19.2 65,454 0.7 YoY whereas the 3W segment declined by 22% in Q4. Exports remained
EBITDA (Rs mn) 6,972 5,568 252 6,580 58 weak for both segments, declining by 42%/32% YoY for 2W/3Ws. While we
EBITDA o 106 101 51 101 51b do not anticipate benefits from commodity softening, we expect the
margin (%) ’ ’ ps ’ o company to maintain its EBTDA margin due to improved semiconductor
Gross Profit (Rs mn) 16,202 13,189 228 16,025 1.1 supply, a prudent mix tiited towards high-end models such as Apache and
Gross margin (%) 246 238 73bps 245 9bps  Ronin, strong demand for iQube (EV), and price hikes.
Adj PAT (Rs mn) 3,844 2,745 40.0 3,528 9.0

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Fig 11 — Volume snapshot

Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
Motorcycles (incl exports) 388,535 441,405 (12.0) 434,279 (10.5)
Scooters & Mopeds (incl exports) 450,760 373,277 208 401,659 12.2
3-wheelers (incl exports) 29,122 41,774 (30.3) 43,485 (33.0)
Domestic 682,933 543,450 257 633,071 79
Exports 185,484 313,006 (40.7) 246,352 (24.7)
Total 868,417 856,456 1.4 879,423 (1.3)

Source: Company, BOBCAPS Research

24 April 2023
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Fig 12 - EIM
Particulars Q4FY23E  Q4FY22  YoY (%) Q4FY23  QoQ (%) Comment
Sales Volume 218,525 185,675 17.7 221,401 (1.3)  EIM’s volumes grew 18% YoY with domestic sales up 20% and exports up
Realisations/Vehicle (Rs mn) 016 017 (4.8) 016 10 5% in Q4. Models up to 350cc increased by 27% YoY whereas those over
Sales (Rs mn) 35790 31047 120 35900 03) 350cc declined 26%. For VECV, total sales grew 31% YoY and exports
ales (Rs mn : , . , . .
declined by 57%. Volumes of Volvo trucks and buses were up 37%.
EBITDA (Rs mn) 7,783 7,550 34 8,569 (9-2)  Operating margin is likely to contract YoY and QoQ as higher commodity
EBITDA margin (%) 217 236  (188bps) 239  (212bps) prices limit tailwinds.
Gross Profit (Rs mn) 14,047 13,632 30 14,970 (6.2)
VECV d that it will i i fits CVs by 2-5% in Q1FY24
Gross margin (%) 392 427 (342bps) M7 (245bps) announced that it willincrease prices of ts CVs by 2-5%in Q
due to the new BS6 regulations and inflationary pressure, indicating a
Adj PAT (Rs mn) 5,713 5,534 32 6,807 (16.1) " flattish margin trend in subsequent quarters limited to cost passthrough.
Source: Company, BOBCAPS Research
Fig 13 — Volume snapshot
Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
Up to 350cc (incl exports) 195,719 154,723 26.5 202,007 (3.1)
Exceeding 350cc (incl exports) 22,806 30,952 (26.3) 19,394 176
Exports 26,503 25,337 46 19,292 374
Total sales 218,525 185,675 17.7 221,401 (1.3)
Domestic Sales 192,022 160,338 19.8 202,109 (5.0)
Source: Company, BOBCAPS Research
Fig 14 — VECV volume snapshot
Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
Domestic 24,853 17,545 417 16,709 48.7
Exports 916 2,106 (56.5) 925 (1.0)
Volvo 607 442 373 528 15.0
Total 26,376 20,093 313 18,162 45.2
Source: Company, BOBCAPS Research
Fig 15 - AL
Particulars Q4FY23E Q4FY22  YoY (%) Q4FY23  QoQ (%) Comment
Sales Volume 59,697 48719 225 47,562 255 AL witnessed volume growth across all segments of medium & heavy CVs
M&HCV), light CVs (LCV) and b hich by 18%, 15% and 99%
Realisations/Vehicle (Rs mn) 196 179 89 190 30 ) light CVs (LCV) and buses which grew by 18%, 15% and 9%
YoY respectively in Q4. However, exports remained weak for MHCVs and
Sales (Rs mn) 116,735 87,443 335 90,297 29.3  LCVs, whereas exports of buses grew 34% YoY. This was partially due to
EBITDA (Rs mn) 10,785 7,760 390 7,973 353  Pre-buying in the months of February and March on account of price hikes
expected in Q1FY24 due to OBD2 norms.
EBITDA margin (%) 9.2 8.9 36bps 8.8 41bps
Gross Profit (Rs mn) 25,085 21,438 17.0 491 5,006.0 We note that AL has hiked prices in January. We expect a better product
T 1 i 1 0, 0,
Gross margin (%) M5 218 (26bps) 237 (225bps) mix to drive realisation growth by 3% QoQ and 9% YoY. However,
hardening of commodity prices sequentially could see gross margin
Adj PAT (Rs mn) 5,440 4,311 26.2 3,544 535 declining by 225bps QoQ and 26bps YoY.

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Fig 16 — Volume snapshot

Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
CV (MHCV & LCV) 52,670 43,129 221 41,581 26.7
Bus 3,981 1,417 180.9 3,045 30.7
Domestic 56,651 44 546 27.2 44,626 26.9
Exports 3,046 4173 (27.0) 2,936 37
Total 59,697 48,719 22.5 47,562 25.5

Source: Company, BOBCAPS Research

24 April 2023
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Particulars Q4FY23E Q4FY22  YoY (%) Q4FY23  QoQ (%) Comment
Sales Volume 24,765 21,895 13.1 28,025 (11.6)  ESCORTS recorded overall volume growth of 13% YoY in Q4 collectively
driven by d tic/export sales that by 14%/4%. D tic retail
Realisations/Vehicle (Rs mn) 0.82 085 (31) 0.81 g Crivenbycdomesiciexport saies inat grew by THAMA, DomESte retal
demand across markets remained strong in January and February
Sales (Rs mn) 20,404 18,614 9.6 22,637 (9.9)  contributed by better rabi (winter crop) sowing, healthy crop prices and
EBITDA (Rs mn) 1.949 2434 (19.9) 2003 @.7) decent water levels. However, during the fag end of Q4FY23, retail sales
were hindered by unseasonal rainfall and crop damage in certain regions.
EBITDA margin (%) 9.5 131 (352bps) 8.8 70bps
Gross Profit (Rs mn) 5315 5,507 (3.5) 5,766 (7.8) A price increase of 1.5-2% were taken in November, the benfits of which
1l H I 1 1 ~179,
Gross margin (%) 26.0 296 (353bps) 255 58bps will reflect in Q4. In terms of commodity prices, steel only constitutes ~17%
of the total material cost. Thus, a bulk of the costing comes from tires and
Adj PAT (Rs mn) 1,929 2,022 (4.6) 1,964 (1.8) casting, where prices have risen.
Source: Company, BOBCAPS Research
Fig 18 — Volume snapshot
Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
Domestic 23,081 20,272 139 26,181 (11.8)
Exports 1,684 1,623 38 1,844 (8.7)
Total 24,765 21,895 13.1 28,025 (11.6)
Source: Company, BOBCAPS Research
Fig 19 - VSTT
Particulars Q4FY23E  Q4FY22  YoY (%) Q4FY23  QoQ (%) Comment
Sales Volume 14,776 10,858 36.1 8,993 64.3
Realisations/\Vehicle (Rs mn) 0.24 0.20 205 0.20 205 VSTT recorded strong volumes in both its segments of power tillers and
tractors which grew by 38% and 25% YoY respectively in Q4 on the back of
Sales (Rs mn) 3,581 2184 640 2137 676 robust rural demand. In December, the company took price hikes in the
EBITDA (Rs mn) 570 302 89.2 233 1446 range of Rs 5,000-Rs 9,000 in tractors, and management also expects
EBITDA margin (%) 15.9 13.8 212bps 109 502bps  better pricing for tillers, for which permissions for upward revision have been
Gross Profit (Rs mn) 1143 691 65.5 664 700  received in the states of Kamataka, Odisha and Tamil Nadu (contributing
40-50% of vol . Marketi d will likely be on the higher side in Q4
Gross margin (%) 319 316 28bps 311 85bps % of volumes) .ar.emgspen will likely be on the higher side in Q
on account of penetration in the northern market.
Adj PAT (Rs mn) 432 221 95.3 194 122.2

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Fig 20 — Volume snapshot

Segment Q4FY23 Q4FY22 YoY (%) Q4FY23 QoQ (%)
Power Tillers 12,813 9,283 38.0 7,456 718
Tractors 1,963 1,575 246 1,537 21.7
Total 14,776 10,858 36.1 8,993 64.3

Source: Company, BOBCAPS Research

24 April 2023
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Particulars Q4FY23 Q3FY23 Q2FY23 Q1FY23 | Q4FY22 Q3FY22 Q2FY22 Q1FY22 | Q4FY21 Q3FY21 Q2FY21 Q1FY21
Key Commodities

Aluminium (USD) 2,400 2,336 2,356 2,882 3,255 2,756 2,646 2,396 2,094 1,920 1,707 1,498
QoQ (%) 2.7 (0.8) (18.3) (11.5) 18.1 42 104 144 9.1 125 14.0 (11.5)
Lead (USD) 2,140 2,110 1,967 2,200 2,326 2,325 2,334 2,125 2,011 1,904 1,874 1,678
QoQ (%) 14 7.3 (10.6) (5.4) 0.0 (0.4) 9.8 5.7 5.6 1.6 1.7 (9.0)
Brent oil (USD) 82 84 88 96 83 4l 65 62 55 48 50 46
QoQ (%) (3.3) (3.7) (8.3) 15.8 15.9 9.5 53 132 14.0 (34) 8.6 (14.4)
Rubber (RS4) (INR) 14,277 14,681 16,268 17,338 16,703 17,651 17,338 16,869 15,857 15,233 13,108 12,505
QoQ (%) (2.8) 9.8) (6.2) 38 (5.4) 1.8 28 6.4 4.1 16.2 48 (6.3)
Hot rolled steel (INR) 58,823 56,100 57,008 69,054 66,367 67,538 66,223 64,308 55,609 45,782 39,208 37,222
QoQ (%) 49 (1.6) (17.4) 33 (1.0) 2.0 3.0 15.6 215 16.8 5.3 (1.7)
Cold rolled steel (INR) 63,915 61,515 64,205 77,008 73,719 74,227 77,379 75,169 65,594 54,720 44,412 40,754
QoQ (%) 39 (4.2) (16.6) 45 0.7) (4.1) 29 14.6 19.9 23.2 9.0 (3.6)
Key Currencies

USD/INR 82.3 82.2 79.8 772 75.2 749 741 73.7 729 738 744 75.9
QoQ (%) 0.1 3.0 34 27 0.4 1.1 05 1.1 (1.2) (0.8) (2.0) 48
EUR/INR 88.3 83.9 80.4 82.3 84.4 85.7 874 88.9 87.9 88.0 86.9 83.5
QoQ (%) 5.2 44 (2.3) (2.5) (1.5) (1.9) (1.7) 1.1 (0.1) 1.3 4.1 45
GBP/INR 99.9 96.5 93.9 97.0 100.9 101.0 102.1 103.1 100.5 97.5 96.0 94.2
QoQ (%) 35 27 (3.2) (3.9 (0.1) (1.0) (1.0) 26 3.1 1.5 1.9 1.6
JPY/INR 0.6 0.6 0.6 0.6 0.6 0.7 0.7 0.7 0.7 0.7 0.7 0.7
QoQ (%) 6.8 0.9 (3.1) (8.0) (1.8) (2.1) (0.1) (2.0) (2.6) 0.9 (0.7) 6.9
USD/EUR 11 1.0 1.0 11 11 11 1.2 1.2 1.2 1.2 1.2 11
QoQ (%) 5.0 15 (5.4) (5.1) (1.9) (3.0) (2.2) 0.1 1.0 20 6.2 (0.1)
USD/GBP 1.2 1.2 1.2 1.3 1.3 1.3 1.4 14 1.4 13 1.3 1.2
QoQ (%) 34 0.1) (6.3) (6.3) (0.5) (2.2) (1.5) 14 43 23 40 (1.3)
Source: Company, BOBCAPS Research

EQUITY RESEARCH 7 24 April 2023
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Fig 22 — Valuation summary

. Market Cap CMP TP Upside EVIEBITDA (x) PIE (x)
Company  Rating 5
Rs mn US$ mn (Rs) (Rs) (%) | FY23E  FY24E  FY25E | FY23E  FY24E  FY25E
AL BUY 398,086 4,808 136 169 243 19.3 17 9.7 422 196 158
BJAUT HOLD 1,253,538 15,139 4332 3,636 (16.1) 19.9 173 15.2 229 203 18.1
EIM HOLD 869,882 10,506 3183 3,543 13 238 196 16.6 327 265 224
ESC SELL 263,669 3,184 1956 1,742 (109) 267 19.7 16.9 378 28.0 238
HMCL HOLD 499,418 6,032 2501 2,712 84 132 10.1 88 188 144 125
MM BUY 1,500,397 18,121 1208 1,496 238 148 15 10.2 230 174 159
MSIL HOLD 2,557,410 30,887 8466 9,989 18.0 243 178 148 36.4 256 208
VS HOLD 523,560 6,323 1102 1,252 136 20.0 15.7 136 36.1 266 26
VSTT BUY 20,890 252 2418 2,802 159 15.0 17 95 212 17.3 147
Company  Rating Gross margin (%) EBITDA margin (%) ROE (%) ROCE (%)
FY23E  FY24E  FY25E | FY23E  FY24E  FY25E | FY23E  FY24E  FY25E | FY23E  FY24E  FY25E
AL BUY 25 25.0 246 6.9 9.8 9.8 123 27 229 108 19.2 19.8
BJAUT HOLD 28.1 285 286 164 16.8 16.9 196 20.9 218 195 208 217
EIM HOLD 425 430 430 245 257 26.7 25 233 28 226 234 229
ESC SELL 276 29.1 292 10.2 12.3 129 86 10.7 14 88 108 15
HMCL HOLD 28.0 295 29.0 14 128 129 164 20.1 210 165 202 211
MM BUY 246 254 253 124 138 139 154 173 16.3 138 159 15.3
MSIL HOLD 258 272 272 9.2 108 13 125 16.0 172 120 154 166
VS HOLD 245 25.0 25.0 103 1.2 13 272 29.9 285 214 246 245
VSTT BUY 304 312 308 1241 132 134 126 14.1 149 127 14.2 15.1

Source: Company, BOBCAPS Research
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS'’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHO000000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017. BOBCAPS CIN Number: U65999MH1996G0O1098009.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory
board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance
advisory or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.
Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of
publication of this report.

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research
report/activities. Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
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The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently
verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for
enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred to
herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the date of
this report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and the
information contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK.

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising,
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive
damages arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold
harmless BOBCAPS and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the
“Losses”) which BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or MAYBANK
as a result of any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly occasioned by or
result from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely
at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard.

No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or
sophisticated investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or
such other affiliate as determined by Malayan Banking Berhad.

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.

By accepting this report, you agree to be bound by the foregoing limitations.
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