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Auto Sector: Q4FY25 Review

Q4FY25 Auto OEM Review — Growth in 2W/Tractor OEMs

v Financial Performance

Revenue/EBITDA in Q4FY25 grew by 9%/6% YoY, respectively, against our expectations of ~8%/7% on a YoY basis for Auto Ancillaries
under our coverage on account of sale volume growth (2w's and tractors) and premiumization trend. Revenue/EBITDA grew by 7%/12%
QoQ against our estimates of 7%/13% Qo0Q, respectively, on account of cost control initiatives, operating leverage with marginal impact
from commodity headwinds for some auto OEMs. PAT was flat YoY inline with estimates due to one-offs in certain OEMs, while improved
16% QoQ (our estimates 14%).

Margin pressures stemmed mainly from poor product mix, higher commodity prices and increased other expenses. While Maruti, Eicher
Motors, Hero Motocorp faced margins pressure downward by 113bps, 24bps, 22bps respectively, margins were largely positive for Ashok
Leyland and TVS - up by 226bps, 207bps respectively.

Q4FY25 Auto Ancillaries Review — Mixed Performance

v Financial Performance

The companies under our coverage reported 9%/6% growth in Revenue/EBITDA in Q4FY25, respectively, against our expectations of
~8%/7% on a YoY basis on account of sale volume growth (2w’s and tractors) and premiumization trend. Revenue/EBITDA grew by
7%/12% QoQ against our estimates of 7%/13% QoQ, respectively. EBITDA growth was on account of cost control initiatives, operating
leverage being set off with a marginal impact from commaodities for some auto ancillary. PAT was flat YoY in line with estimates due to one-
offs in certain OEMs, while improved 16% QoQ (our estimates 14%).

Endurance Technologies, UNO Minda, SSWL and Minda Corp delivered strong YoY EBITDA growth, while Sansera Engineering and
Automotive Axles remained largely flat. CIE Automotive saw a 7% YoY decline due to a delay in the ramp-up of new order wins from OEMSs.
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Auto Sector: FY25 — The Year Gone By

Segment Export Growth Domestic Growth Comment
2W Strong Healthy Broad-based recovery
CVv Strong Weak Mixed outlook
PV Moderate Flat to Mild Saturation visible
3w Flat Decent EV support crucial
Tractor Flat Good Monsoon-sensitive

. Overall Export Growth: +18.75% YoY — Strong rebound led by 2Ws (21%YoY) and CVs (23% YoY), indicating export market revival.
. Overall Domestic Growth: +7.37% YoY — Driven mainly by 2Ws (9% YoY) and Tractors (8% YoY); CVs marginally down (1 % YoY) due to macro and cyclical softness.
. Aggregate Outlook: Moderately Positive

o The Indian auto sector is withessing export-led strength and a gradual domestic revival.

o  The rural economy revival and commodity price stability will play a key role.

o While EV adoption continues to build traction, near-term challenges persist due to supply restrictions by China on Rare Earth Minerals to Indian OEMs..

o A normal monsoon, festive season demand, and post-election policy clarity will be key monitorables for sustaining this growth into H2FY26.
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Two-Wheelers (2W)

« Exports: Up 21.4% - Strong export rebound suggests revival in
demand from African, LATAM, and ASEAN regions, potentially helped
by better dollar liquidity and macro stabilisation.

=« Domestic: Up 9.08% - Domestic demand continues to recover, aided
by rural consumption, festive tailwinds, and improved affordability from
entry-level buyers.

= Outlook: Positive

Passenger Vehicles (PV)

« Exports: Up 14.62% - Export momentum may be driven by newer
models and OEM push in Africa and South America

= Domestic: Up 1.97% - Domestic growth tapering off due to saturation in
the upper-end SUV space, while the entry-level segment remains under
pressure.

= Outlook: Stable to Slightly Positive

= Inventory levels need monitoring; a soft patch is expected in H1FY26
before a festive revival.

Sector Outlook (FY25 Vs FY24)

Commercial Vehicles (CV)

=« Exports: Up 23.05% - Export recovery is strong, possibly from a low
base and improving infrastructure push in target geographies.

« Domestic: Down 1.25% - High base of FY24; Cautious freight
operators due to subdued infra activity post-elections. However, long-
term prospects remain intact on government infra spending and
mining/logistics revival.

= Outlook: Bottom Up Approach

Tractors

« Exports: Up 1.01% - Export stagnation reflects continued weakness in
the U.S. and Europe, where large tractor sales are under pressure.

= Domestic: Up 8.36% - Domestic growth likely aided by pre-election
schemes, improved rabi output, and slightly better monsoons.

« Outlook: Cautiously Positive

= H2FY26 will depend on monsoon distribution and Kharif sowing trends.
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Outlook — Industry Approaching Long Term CAGR volumes

= We expect EBITDA margins to remain largely stable in the near term, supported by a richer product mix. However, raw material headwinds could exert
slight pressure. The price benefits realised in previous quarters for some companies may limit further margin expansion.

= We expect 2W sales volumes to sustain high single-digit growth in FY26E, supported by new premium segment launches, an extended replacement
cycle, and recovery in exports. A favourable monsoon, income tax relief, and increased rural spending are likely to further drive demand for entry-level
motorcycles.

= PV sales will be led by strong UV launches; however, overall growth is expected to remain in the low single digits in FY26E due to the high base of
FY25.

» For FY26, OEMs remain optimistic about long-term structural growth drivers, including India’s vast road network, policy measures aimed at reducing
supply chain costs, the Vehicle Scrappage policy, reduced interest rate costs and continued infrastructure Capex outlined in the Union Budget.

» Tractor volumes are expected to grow in the mid-high single digits in FY26, supported by a favourable monsoon, lower financing costs and increased
government allocations towards the farming sector before the state election.

= We remain selective in our approach. Among OEMs under our coverage, our Top Conviction Idea in 2Ws is Hero Motocorp, in CVs is Ashok Leyland,
and in the PV/tractor segment, we favour Mahindra & Mahindra (non-coverage), given its strong SUV product portfolio and leadership position in the
domestic tractor industry. We recommend “Buy On Dips” Strategy for TVS Motors, Bajaj Auto and Eicher Ltd.
Auto Ancillaries
= In the long run, product premiumization, strong order books, growing exports, and the shift toward EVs are expected to drive higher content per vehicle,

boosting profitability. Considering current valuations, our top conviction picks in the ancillary space are Sansera Engineering Ltd, Steel Strip Wheels
Ltd. We also suggest a "Buy on Dips" approach for CIE Automotive, Endurance Technologies, and UNO Minda for long-term gains.
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Recovery in CV/Tractor
expected

2W Demand - Shift towards e-
2Ws, Premium scooters and
Rural recovery

Premiumisation across
segments to drive ASPs higher

Export-focused companies to
benefit

Increasing share of
EV/Hybrids/CNG in the fuel mix

Short & Medium-Term Outlook

Short to Medium term

Long-Term

Restrictions on Rare Earth
Minerals by China.

Entry-level PV may see flattish
volume on a a YoY basis

Increased competition in the
SUV space in PV

Entry of Global Players in The
EV may broaden Industry
growth but increase
competition for OEMs

Key monitorables — Rural Recovery; Pick-up in Exports
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Stock Reco. TP

\* Hero

Hero Motocorp Ltd BUY Rs 5,285*

Top Conviction Ideas: Auto

Recommendation Rationale

v

Industry Growth Outlook: The domestic economy has begun FY26 on a positive trajectory, supported
by tapering inflation, declining interest rates, income tax cuts, strong marriage season and expectations
of a favourable monsoon. These macroeconomic tailwinds are fueling optimism in the two-wheeler
market. The 2W industry growth for FY26 is projected to be in the mid-to-high single digits, despite

some headwinds from OBD 2 norms and related price increases.

Product Launches: In Q4FY25, Hero MotoCorp rolled out a series of product launches across key
segments, reinforcing its focus on both commuter and premium motorcycles. The company launched
Splendor+ XTEC 2.0 and updated its commuter lineup with the 2024 Hero Glamour. In the premium
segment, it introduced the Xtreme 250R and Xpulse 210 at Bharat Mobility 2025, along with the
Mavrick 440 Thunderwheels and the Xpulse 200 4V Dakar Edition. The 2024 Harley-Davidson lineup,
including the Breakout 117, Road Glide, and Street Glide, was also unveiled. In the scooter segment,
Hero launched the new Destini 125 and the Xoom 125 and 160 models. These launches highlight

Hero’s ongoing efforts to strengthen its product portfolio and address a wider range of customers.

Focus on growing the EV vertical: Hero ended Mar’25 with 7% EV market share; and also acquired
34.1% stake in Euler Motors for Rs 510 Cr, marking entry into the EV 3W space (e3W industry is
valued at Rs 17,000 Cr, is expected to grow to Rs 22,000 Cr over the next 5 years, with 20%+ EBITDA
margin potential). Overall profitability in EVs is expected to improve with localisation, cost reductions,

and PLI benefits and the management projects EV break-even at 25k—30k units/month (currently 7k—

* Note: Target Price is based on our Q4FY25 Result Update Report

8k/month).
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Stock Reco. TP

S

ASHOK LEYLAND

Ashok Leyland BUY Rs 270*

Top Conviction Ideas: Auto Ancillaries

Recommendation Rationale

Domestic CV Industry: Ashok Leyland expects a positive FY26 for the CV industry, aided by
favourable macroeconomic indicators such as robust monsoon forecasts, core sector expansion, and
renewed government capex. While Q1FY26 may remain subdued due to high base effects, growth is
expected to pick up meaningfully from Q2 onwards. The company anticipates low single-digit volume

growth in FY26, in line with industry peers

EV & Alternative Fuel: The company is intensifying efforts in the electric and alternative fuel space,
with substantial investment earmarked for FY26. (1) 6 new LCV models, Intelligent Vehicle
Acceleration Control (IVAC) for MHCVs, fully built CNG buses, and 19T and 55T EV trucks launched.
(2) EV Terminal Tractor and 15mt SE Bus showcased at Auto Expo 2025 — commercial production due
in FY26. (3) EV Centre of Excellence is operational to support critical component development (battery,

motor, etc.).

Cost Leadership & Margin Levers: Ashok Leyland is focused on premiumisation, cost optimisation,
and service differentiation to strengthen margins. It targets Rs 100 Cr in cost savings for FY26 and is
enhancing services to reduce vehicle downtime. Despite expected steel price increases, management

anticipates stable margins due to internal efficiencies.

* Note: Target Price is based on our Q4FY25 Result Update Report
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Stock Reco. TP

SANSEFFRA

ENGINEERING

Sansera Engineering BUY Rs 1,580*

Top Conviction Ideas: Auto

Recommendation Rationale

Revenue and EBITDA Margins: Despite a challenging FY25 due to geopolitical headwinds,
Sansera expects to report high-teen revenue growth in FY26, supported by continued strength
in XEV, ADS, and overseas businesses. The management has guided a 50-60 bps expansion
in EBITDA margins, driven by better product mix (more tech-agnostic, EV, and ADS),
favourable operating leverage, and reduced dependency on commodity-heavy ICE
components.

Robust Order Book: As of Mar’25, Sansera’s total unexecuted order book stood at Rs 1,851
Cr, with a diversified mix across geographies and end segments. Notably, 28% of the new
orders originated from the ADS segment, highlighting the growing relevance of this business
line. Geographically, 27% of the order book is linked to North America, 24% to Europe, and 9%

to other Asian countries.

Capex to Support Orderbook: Sansera is executing both brownfield and greenfield
expansions to support its long-term growth strategy. In FY25, the company incurred a capex of
Rs 591 Cr, largely towards enhancing capacity in machining, forging, and the ADS facility.
Additionally, it acquired 55 acres of land in Karnataka for future greenfield expansion, expected
to begin post FY27. These investments are to meet the growing demand from high-content EV

products and aerospace-defence applications.

* Note: Target Price is based on our Q4FY25 Result Update Report
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Stock

@'sa STRIPS GROUP

Steel Strips Wheels Limited

Wheeling Towards Excellence

Steel Strip Wheels Ltd

Reco.

BUY

Top Conviction Ideas: Auto

TP

Rs 265*

Recommendation Rationale

Growth in Export Demand: In Q4FY25, SSWL's export revenue stood at Rs 157 Cr,
registering a 22% YoY growth. The company sold 2.35 Lc alloy wheels in FY25, generating
revenue of Rs 102.68 Cr. The total export revenue for FY25 stood at Rs 561 Cr, with a target
to reach Rs 1,000 Cr by FY27E. The USA accounted for 64% of the total exports, followed by
the EU at 32%. Going forward, the company anticipates that India will benefit from a
competitive advantage driven by a favourable US tariff structure compared to China, Vietham,
and Thailand.

Alloy Wheel Capacity Expansion: The company plans to expand its annual capacity to 5.3
Mn units by FY26 from 4.8 Mn in FY25, with an anticipated capacity utilisation of 75-80%,
supported by expected orders from Maruti and a gradual recovery in the European and US
markets. In FY25, the company sold 33.28 Lc alloy wheels, contributing 32% to the overall
sales mix.

Higher EBITDA Margins Moving Ahead: The aggregate EBITDA/wheel for Q4FY25 stood at
Rs 270/wheel and Rs 261/wheel for FY25, compared to Rs 253/wheel in FY24. Future growth
is expected to be driven by a revival in CV and tractor wheel volumes, an increasing focus on a
richer mix of higher-margin alloy products such as knuckles and alloy wheels, and higher
exports.

* Note: Target Price is based on our Q4FY25 Result Update Report
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Disclaimer

Axis Securities Limited is a subsidiary company of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector banks and has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture
Capital, Stock Broking, the details in respect of which are available on www.axisbank.com.

Axis Securities Limited, is registered as a Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with Securities and Exchange Board of India Corporate Agent with Insurance Regulatory and Development Authority of India Point of
Presence with Pension Fund Regulatory and Development Authority Distributor for Mutual Funds with AMFI

Registration Details:

SEBI Single Reg. No.- NSE, BSE,MSEI, MCX & NCDEX — INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager Reg. No.- INPO00000654 | Investment Advisor Reg No. INAOO0000615 | SEBI-Research Analyst Reg. No. INHO00000297 | IRDA
Corporate Agent (Composite) Reg. No. CA0073| PFRDA — POP Reg. No. POP387122023 | Mutual Fund Distributor ARN- 64610.

Compliance Officer Details: Name — Mr. Rajiv Kejriwal, Tel No. — 022-68555574, Email id — compliance.officer@axisdirect.in.;

Registered Office Address — Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), Mumbai — 400070.

Administrative office address: Aurum Q Paré, Q2 Building, Unit No. 1001, 10th Floor, Level — 6, Plot No. 4/1 TTC, Thane — Belapur Road, Ghansoli, Navi Mumbai, Pin Code — 400710.
In case of any grievances please call us at 022-40508080 or write to us helpdesk@axisdirect.in.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. However, SEBI, Exchanges, Clearing Corporations and Depositories etc. have conducted the routine inspection and
based on their observations have issued advise/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in inspections or in normal course of business, as a Stock Broker / Depository Participant/Portfolio Manager. We have
not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any point of time.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
By referring to any particular sector, Axis Securities does not provide any promise or assurance of favourable view for a particular industry or sector or business group in any manner.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research recommendations promise or guarantee any assured,
minimum or risk-free return to the investors. Our research should not be considered as an advertisement or advice, professional or otherwise. This research report and its respective content by Axis Securities made available on this page or otherwise do not constitute an offer to sell
or purchase or subscribe for any securities or solicitation of any investments or investment services for the residents of Canada and / or USA or any jurisdiction where such an offer or solicitation would be illegal.

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report. Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative
contracts.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment of its original date
of publication by ASL and are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation
that may have a positive or adverse effect on the price or income of such securities or financial instruments.

The information and opinions in this report have been prepared by Axis Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be used as a singular basis of any investment decision. The views herein are of a general
nature and do not consider the risk appetite, investment objective or the particular circumstances of an individual investor. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the like and take
professional advice before investing.

While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated
securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities policies, in circumstances where Axis Securities might be acting in an advisory capacity to this company, or
in certain other circumstances.
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This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose
and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Axis
Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The
securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the
exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Axis Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities
markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Axis Securities or its associates might have managed or co-managed public offering of securities for the
subject company or might have been mandated by the subject company for any other assignment in the past twelve months. Axis Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve
months from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction. Axis Securities or its associates
might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past twelve months. Axis Securities encourages independence in research report preparation
and strives to minimize conflict in preparation of research report. Axis Securities or its associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Axis Securities nor Research Analysts and / or their relatives have any material conflict of interest at the time of publication of this report. Please note that Axis Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently, potentially leading to investment decisions that may deviate from research views.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Research Analyst may have served as an officer, director or employee of subject company(ies). Axis Securities or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding
the publication of the research report. Since associates of Axis Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one percent or more or other material conflict of interest
in various companies including the subject company/companies mentioned in this report. Axis Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. Certain transactions -including those
involving futures, options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centres on studying charts of a stock'sprice movement and trading volume, as opposed to
focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential/material
conflict of interest with respect to any recommendation and related information and opinions at the time of publication of Research Report or at the time of public appearance. Axis Securities may have proprietary long/short position in the above mentioned scrip(s) and therefore may
be considered as interested. This should not be construed as invitation or solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independent of the PCG research and accordingly
PMS may have positions contrary to the PCG research recommendation.
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