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Mar’21 Sales: Healthy dispatches across segments

PV sales continued their upward trajectory in Mar’21 with healthy growth (~2.3x Mayur Milak | Nishant Chowhan, CFA
YoY), off a soft base due to the lockdown announced in Mar'20. Domestic 2W research(@bobcaps.in

sales were healthy and above expectations barring RE, whereas 2W exports

continue to gain momentum. MHCYV volumes continued their steady climb and

were up 42% MoM for AL while TTMT’s MHCYV sales rose 29% MoM. Tractor

sales were healthy for both MM and ESC. We remain negative on the sector given

stretched valuations and expected margin pressure led by higher RM costs.

PV sales along expected lines: Maruti’s (MSIL) dispatches nearly doubled to
167k units in Mar'21. Its FY21 sales were down 7% YoY with LCVs the only
bright spot (+37% YoY). PV sales surged 4.9x YoY for M&MW (MM) on a softer
base, Hyundai Motors saw a 2x rise and Tata Motors (TTMT) posted strong
5.2x growth. The coming months could see moderate dispatches from OEMs

due to supply issues at vendors and lower finished goods inventory

Healthy 2W sales; RE below estimates: Hero’s (HMCL) wholesale volumes
were ahead of estimates at 577k in Mar’21, growing 72% YoY. Total sales for
Bajaj Auto (BJAUT) rose 52% YoY with exports growing 36% while domestic
sales posted a 70% growth. TVS Motor’s (TVSL) export sales grew at a robust
138% YoY and total sales increased 123% to 323k units. 3W sales. Royal
Enfield (RE) reported below-estimated 2W sales of 66k units (+84% YoY).

MHCY volumes improving steadily: Ashok Leyland’s (AL) CV sales increased
7.9xYoY and 26% MoM to 17k units in March. For FY21, Als sale volumes
have plunged 20% YoY owing to a steep 34% drop in MHCVs while LCV's were
up 5% YoY. TTMT's MHCYV sales declined 35% in FY21 whereas LCVs fell 14%.

Strong momentum in tractor dispatches: MM sold 31k tractors (+2.3x YoY) in
Mar’21, marginally lower than our expectations, while competitor Escorts
(ESQ) sold 12k units (+2.3x YoY). FY21 tractor sales for MM/ESC increased
17%124% YoY. We have factored in healthy growth as the macro environment
remains conducive but believe both stocks are pricing in most positives and

carry unfavourable risk-reward.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda |

Important disclosures, including any required research certifications, are provided at the end of this report.
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Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
M&HCV 11,101 1,831 506.3 7,802 423 51,820 78,609 (341
LcV 6,130 348 1661.5 5,901 39 48,908 46,646 4.8
Total domestic sales 17,231 2,179 690.8 13,703 257 100,728 125,255 (19.6)
Source: Company, BOBCAPS Research

FIG 2 - MARUTI SUZUKI

Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
Dormestic sales 155,417 79,080 96.5 152,983 16 1,361,722 1,461,126 6.8)
Exports 11,597 4712 146.1 11,486 1.0 96,139 102,171 5.9
Total sales 167,014 83,792 99.3 164,469 15 1,457,861 1,563,297 6.7)
Source: Company, BOBCAPS Research

FIG 3 - MAHINDRA & MAHINDRA

Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
Passenger vehicles 16,700 3,384 3935 15,391 85 157,216 186,978 (15.9)
- Utility vehicles 16,643 31m 435.0 15,380 82 155,530 179,405 (13.3)
- Cars +Vans 57 273 79.0 1 418.2 1,686 7,573 77.7)
Commercial vehicles 17,116 2,325 636.2 9,202 86.0 156,159 199,135 21.6)
3-wheelers 4,461 421 959.6 2,357 89.3 20,525 62,187 (67.0)
Total domestic sales 38,277 6,130 524.4 26,950 42.0 333,900 448,300 (25.5)
Exports 2126 554 283.8 1,827 16.4 18,381 27,026 (32.0)
Total auto sales 40,403 6,684 504.5 28,777 40.4 352,281 475,326 (25.9)
Tractor domestic 29,817 13,418 122.2 27,170 97 343,833 291901 17.8
Tractor exports 1153 195 4913 976 1811 10,665 10,014 6.5
Total tractor sales 30,970 13,613 127.5 28,146 10.0 354,498 301,915 17.4
Source: Company, BOBCAPS Research

FIG 4 - ESCORTS

Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
Tractors 12,337 5,444 126.6 1,230 9.9 106,741 86,018 241
Total sales 12,337 5,444 126.6 11,230 9.9 106,741 86,018 241

Source: Company, BOBCAPS Research
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FIG5 - HERO MOTOCORP
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Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
2-wheelers 576,957 334,647 72.4 505,467 141 5791736 6,409,719 (9.6)
Total sales 576,957 334,647 72.4 505,467 14.1 5791736 6,409,719 (9.6)
Source: Company, BOBCAPS Research

FIG 6 - ROYAL ENFIELD

Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
Up to 350cc 58,471 30,372 925 64,362 9.2) 557,864 619,898 (10.0)
Exceeding 350cc 7,587 5,442 39.4 5297 432 54,105 75,941 (28.8)
Exports 5,885 3184 84.8 4,545 295 38,622 39,188 (1.4)
Total sales 66,058 35,814 84.4 69,659 (5.2) 611,969 695,839 (12.1)
Source: Company, BOBCAPS Research

FIG7 - TVS MOTOR

Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
Total 2-wheeler sales 307,437 133,990 129.4 284,481 81 2928797 3,089,559 (5.2)
Total 3-wheeler sales 15,246 10,751 418 13,166 15.8 123,596 173,91 (28.9)
Total sales 322,683 144,741 122.9 297,647 84 3,052,393 3,263,470 (6.5)
Source: Company, BOBCAPS Research

FIG 8 - BAJAJ AUTO

Segment Mar-21 Mar-20 YoY (%) Feb-21 MoM (%) FY21 FY20 YoY (%)
Motorcycles 330,133 210,976 56.5 332,563 (07 3605893 3,947,568 8.7
3-wheelers 39,315 31,599 24.4 42,454 7.4) 367,021 667,644 (45.0)
Total sales 369,448 242,575 52.3 375,017 (.5 3,972,914 4,615,212 (13.9)
Exports of above 170,897 126,034 35.6 210,206 (187) 2,054,247 2171105 (5.4)

Source: Company, BOBCAPS Research
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FIG9 - PRODUCTION AND SALES TREND FOR KEY OEMs (FROM SEP’20 - FEB’21)

(Nos) MSIL HMCL BJAUT TVSL RE
Production 960,884 3,626,565 2,583,390 1,963,637 412,692
Sales 981,560 3,552,388 2,548,332 1,922,005 398,255
Excess 20,676 (74,177) (35,058) (41,632) (14,437)

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Maruti Suzuki (TP Rs 6,900, SELL): Fig 9 above indicates that MSIL
dispatched ~21,000 vehicles more than it produced during the last six
months. We believe finished goods inventory will rise hereon as supply-side
issues could restrict monthly dispatches in the near term. Maintain SELL
given high valuations amid limited growth visibility and potential margin

pressure in a rising commodity price scenario.

Hero Moto (TP Rs 2,900, SELL): HMCL's finished goods inventory has risen
2% (~74,000 vehicles) over Sep’20-Feb™21. Our channel checks suggest
that dealer inventories are also at normal levels, implying production could
now reflect a direct correlation with retail sales. Any slowdown in retail offtake
may lead to a production cut. Maintain SELL amidst rich valuations, rising

inventory and margin stress due to higher commodity prices.

Bajaj Auto (TP Rs 2,800, SELL): Compared to HMCL, BJAUT appears to
have taken timely action in restricting inventory buildup. However, the
company makes higher margins in its 3W business where recovery could be
delayed due to rising Covid-19 fears. Expensive valuations, slower margin

recovery and rising commodity prices form the basis for our SELL rating.

TVS Motor (TP Rs 350, SELL): Like HMCL, TVSL has witnessed a rise of
~2% in finished goods inventory over the last six months. Our dealer checks
suggest inventory is at peak levels and any slowdown in retail sales could have a
direct impact on production going forward. The stock continues to be valued
at a high premium compared to peers on hopes of a stronger margin
performance. Maintain SELL as the current single-digit EBITDA margin is
likely to come under significant pressure from rising

input costs.

Eicher Motor (TP Rs 2,200, SELL): During the last six months, RE’s

production has been ~4% higher than its dispatches. Clearly, dispatches have
slowed despite the success of the ‘Meteor 350°, adding to its internal finished
goods inventory. In our view, the company is no longer in a position to pass on

the entire cost burden and may thus witness margin headwinds. Retain SELL.
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Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution

As of 31 March 2021, out of 88 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 42 have BUY ratings, 13 have ADD ratings, 5 are
rated REDUCE and 28 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

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 BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional 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.

BOBCAPSs 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.: INHOO0000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ0O00159332 dated
20 November 2017.

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 where such an offer or solicitation would be
illegal. 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.

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.
Obpinions 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 act as market makers or assume an underwriting commitment in the securities of companies discussed
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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.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

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 in the past 12 months. 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.

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.
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