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Hero MotoCorp Q2FY18 Results in line with estimates

Net sales grew only 7%yoy to Rs 83620 mn despite 11%yoy volume growth as
ASP declined 3.3% yoy due to shift to GST. Adjusting for the same revenues
would have grown at 11.5%yoy. Management didn't account for “Rs500mn of
credit on the state portion of excise duty exemption (42% of the benefit) as there
is no notification from the state government as yet.

EBITDA for the quarter rose by 6.4% yoy to Rs. 14557 mn with a corresponding
margin expansion of 120bps goq. EBITDA margin for the quarter stood at
17.4%. Despite of raw material cost (as % of sales) increased only 50bps qoq.
Other expenses declined 150bps qoq due to expiry of certain taxes (which are
now subsumed under the GST) as well as some phasing of expenses.

The PAT for the quarter came in at Rs. 10105 mn, yoy increase of 0.6% due to
the effective tax rate for the quarter is higher on account of phasing out of
investment allowance and reduction in allowable deduction of R&D expenditure
leading to lower PAT growth versus EBIDTA growth.

Key Highlights of conference call

HMCL gained market share gain in entry segment, led by strong volume growth
in CD Dawn, Achiever, Passion Plus and Glamour.

Management indicated rural demand is ramping up on back of better monsoon
will lead to strong demand momentum to continue led by new launch in H2FY18
Management expects good growth going forward, on the back of incremental
volumes from neighboring markets such as Bangladesh.

At CMP of Rs 3712 the stock is fairly valued at 20x its FY18 E EPS of Rs 184 and
18x its FY19 E EPS of Rs 206. We recommend our investors to Accumulate the
stock with TP of Rs 4199.

Year MetSales % Growth EBIDTA OPNI% PAT % Growth EPS PE [x] ROE ROCE
Ffle 282,034 4.0% 42,160 14 9% 29,210 245 158.2 247 41.1% 58.0%
F¥17 281,700 0.1% 43,250 15.4% 30,720 5.2% 1&85.1 23.1 37.7% 51.1%
FY13E 322,390 14.4% 51,710 16.0% 36,320 19.9% 184.4 21.1 35.9% 45.3%
FY15E 368,780 14 4% 57,550 15.6% 41,230 12.0% 206.5 185 32.1% 45 6%
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Hero Motocorp (Rs in Mn)

Particulars Q2FY18 Q2FY17 Growth

Mo. of 2 Wheelers Sold 2022796 1823498 10.93%

Het Sales 83619.9 77962.8 7.3%

Total Operating Income 83619.9 f7962.8 7.3%

Other Income 1176.00 1523.60 -22 8%

Total Income 84795.9 79486.4 6.7%

Inc/Decin Stk in Trade -T22.30 -G41.90 12.5%

Raw Mat Cons -56258.30 -51190.60 9.9%

Employee Cost -3836.60 -3574.80 7.3%

Other Exps -3245.70 -3866.80 -7.0%

EXPEMNSES -6A062.9 -64274.1 7.5%

EBIDTA 15733.00 15212.30

EBIDTA Excl 0. Income 14557.00 13688.70 6.3%

Less Depreciation -1360.20 -1192.50

Less Interest -15.60 -15.50

Less Exceptional ltem

PET 14357.10 14004.30 2.5%

Tax -4252 20 -3962.10 7.3%

Tax Rate -29 6% -28.3%

Met Profit 10104.90 10042.20 0.6%
-35.20 -85.00

Adjusted Met Profit 10069.70 9947 20

Equity (FV Rs 2) 38940 399 .40

EPS 50.60 50.29

OPM 17 4% 17.6%

MPM 11.9% 12 6%

As % of Zales

IncDecin Stk in Trade -0.9% -0.8%

Raw Mat Cons -67.3% -G5.7%

Total Raw Materials Cost -68.1% -G6.5%

Employee Cost -4 6% -4 6%

Other Exps -9.9% -11.4%

EXPEMSES -82 6% -82 4%

Realization (Met) 41339 42755 -3.3%
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Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D& B (CIN_U67120MH1997PTC111186) was established in
1997 and is an integrated financial services player offering an extensive range of financial solutions and services to a wide
spectrum of customers with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE).
D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the securities businesses
including stock broking (Institutional and retail), depository participant, portfolio management and services rendered in connection
with distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are
available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research Analysts)
Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange
with whom it is registered in any time in the past. It has not been debarred from doing business by any Stock Exchange / SEBI or
any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or
levied minor penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in
this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no
part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in
this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more No
securities of the subject company at the end of the month immediately preceding the date of

publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject No
company

Whether the Research Analyst has received any compensation from the subject company in the No
past twelve months

Whether the Research Analyst has managed or co-managed public offering of securities for the No
subject company in the past twelve months

Whether the Research Analyst has received any compensation for investment banking or No
merchant banking or brokerage services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation for products or services other No
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than investment banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from the No
subject company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of
this material. Our salespeople, traders, and other professionals may provide oral or written market commentary or trading
strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and
investing businesses may make investment decisions that may be 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 including but not limited to those stated herein. Additionally, other important information regarding our
relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to,
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 or regulation or which would
subject D&B or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document
does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official
confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in United
Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party,
without the prior express written permission of D&B . All trademarks, service marks and logos used in this report are trademarks or
registered trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document
for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian
Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy
and completeness cannot be guaranteed.
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