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Expected Share Price Return: 19.1% | Dividend Yield: 2.7% | Expected Total Return: 21.8% E
[32]
Change in Estimates v HMCL reported an inline performance, with strong retail sales driven by a 4
Change in Target Price v good festive season
Change in Recommendation X = Revenue for Q3FY25 was at INR 1,02,108 Mn up 5.0% YoY and down 2.4%
Company Info QoQ (vs CEBPL est. at INR 1,00,785 Mn) led by 0.3% YoY growth in volume
BB Code HMCL IN EQUITY. d 4.7% YoY arowth in ASP
Face Value (INR) 2.0 and 4./% yoy growth in :
52 W High/Low (INR) 6245/3999 = EBITDA for Q3FY25 was at INR 14,765 Mn, up 8.4% YoY and down 2.6%
I\S/I:t Cap /(Br(R/I ) INR 856 ’2 ﬁg-g QoQ (vs CEBPL est. at INR 14,412 Mn). EBITDA margin was up 45 bps YoY
ares o/s n . 0, 0
3M Avg, Daily Volume 6.21,233 and down 3bps QoQ to 14.5% (vs CEBPL est. at 14.3%).
Change in CEBPL Estimates = PAT for Q3FY25 was at INR 12,028 Mn, up 12.0% YoY and down 0.1% QoQ
FY26E FY27E (vs CEBPL est. at INR 11,176 Mn).
INR Bn New Old Dev. (%) New Old Dev. (%) . . . ) .
Revenue 4558 495.8 (8.1) 5088 567.0 (10.3) Growing Market Share driven by improved rural demand: HMCL expanded its
EBITDA 67.0 719 (6.8) 763 828 (7.8) retail market share by 520 basis points quarter-on-quarter reaching 32.8%,
EBITDAM % 147 145 20bps 150 14.6 40bps  achieving its highest-ever retail sales in the quarter, exceeding 2 million units.
PAT 525 559 (6.1) 60.0 645 (7.1) HMCL saw a significant increase in rural demand during Q3, with its contribution
EPS (INR) = 2627 279.7 (6.1) 2999 3228 (7.1)  increasing by almost 3%. We believe this increased rural demand will continue,
Actual vs Consensus c aided by government initiatives announced in the Union Budget 2025 to boost the
INR Bn Q3FY25A Onsenégi Dev.%  agriculture sector output and rural economy. HMCL, which gets a large part of its
Revenue 102.1 102.8 (0.6)  sales from the entry-level segment is set to benefit from these initiatives.
EBITDA . 148 145 21 Focus on premiumisation to drive profitability: EBITDA margin for the ICE
EBITDAM % 14.5 14.1 39 business stood at 16% due to improvement in the premium product mix. HMCL
PAT 12.0 11.6 33 . . . ) S
Key Financials has been actively launching new products in the premium segment which include
INR Bn Fv23 Fy24  FY25E FY26E FY27E the Xtreme 125R, XPuIse.z 2:?.0 and Zoom 125 & Zoom .160 scooters. The
Revenue 3381 374.6 4123 4558 508.8 company has been upgrading its stores to Hero 2.0 stores, with almost 700 such
YoY (%) 15.6 10.8 10.1 105 11.6 stores and Premia stores have also been expanded with over 60 stores. Being
EBITDA 39.9 526 59.8¢ 67.0 763 one of the four key growth pillars of the company, we believe the premium
EBITDAM % 1.8 140 145 147 150  segment will continue to grow on the back of product launches, channel
Adj PAT 291 397 46.7 525 600  expansion and strategic investments.
EPS (INR) 1456 1985 2335 2627 299.9 i ) . .
ROE % 17.4 221 241 250 263 View and Valuation: We revise our FY26/27 EPS estimates downwards by
ROCE % 19.9 25.3 26.8 27.9 206 6.1%/7.1% and roll over our forecasts forward to come up with a revised target
PE(x) 204 216 183 163 143 price of INR 5,099; valuing the company at 17x (previously 19x) on FY27E EPS
EV/EBITDA 214 162 142 127 111  while maintaining our ‘BUY" rating. We retain our positive view on HMCL driven by
Shareholding Pattern (%) its focus on scaling up the premium product portfolio and a strong boost to rural
Dec-24 Sep-24 Jun-24  demand.
Promoters 34.75 34.75 34.76 : . : . .
Flls 27.95 29.59 Al Hero MotoCorp Ltd. | Q3FY25  Q3FY24  YoY (%) Q2FY25 QoQ (%)
Dlls 27.70 26.94 26.87 i i i i i
Public 9.60 8.72 8.50 Volume(in Units) 14,63,802 14,59,932 0.3 15,19,684 3.7)
Relative Performance (%) Net Sales 1,02,108 97,237 5.0 1,04,632 (2.4)
YTD 3y 2Y 1Y ' Material Expenses 67,152 65,470 2.6 69,795 (3.8)
BSE Auto 103.% 714 15.0 Employee Expenses 6,622 6,017 10.1 6,535 1.3
HMCL 59.8 57.0 (11.8) Other Operatin
peraing 13569 12,130 11.9 13143 3.2
Expenses
3000 1 EBITDA 14,765 13,620 84 15159 (2.6)
250.0 - Depreciation 1,969 1,825 7.9 1,937 1.7
200.0 EBIT 12,796 11,795 8.5 13,222 3.2
150.0 - Interest Cost 55 45 20.6 49 10.5
100.0 A PBT 15,916 14,170 12.3 16,003 (0.5)
50.0 - RPAT 12,028 10,744 12.0 12,035 (0.1)
oo . APAT 12,028 10,744 120 12,035 (0.1)
3R 8 %8 8 2 33 I I8 AJGEPS(NR) 60.1 53.7 11.9 60.2 (0.1)
€ & ¥3 € 8 %3 8 F ¥ s 8 ; ; 4 4 4
g 22 2 &3 2z £33 2 & :
HMCL BSE Auto ; Q3FY25i Q3FY24§ YoY (bps)i Q2FY25§QOQ (bps)
Material Exp. % of Sales 65.8 67.3 (156.5) 66.7 (93.9)
Heet Chheda Employee Exp. % of
Email: heet.chheda@choiceindia.com Sales 6.5 6.2 29.8 6.2 240
Ph: +91 22 6707 9952 Other Op. Exp % of Sales 13.3 125 81.4 12.6 72.7
Aryan Goyal EBITDA Margin (%) 14.5 14.0 45.3 14.5 (2.8)
Email: aryan.goyal@choiceindia.com Tax Rate (%) 24.4 24.2 24.7 24.8 (36.4)
Ph: +91 22 6707 9517 APAT Margin (%) 11.8 11.0 73.1 11.5 27.8
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Management Call - Highlights

= HMCL’s strategy for 2030 revolves around four growth pillars: growing
the core, winning in premium, building EV leadership, and diversifying
revenue streams.

Q3FY25 Results Update

= HMCL has consistently delivered quarterly revenues exceeding
%10,000 crores for three consecutive quarters.

= The EBITDA margin for the ICE (Internal Combustion Engine) business
was 16%, driven by improvements in product mix, lower material costs,

* Market Share Gain: HMCL expanded its retail and cost-saving initiatives.
market share by 520 basis points quarter-on-
quarter, reaching 32.8%. »= The company has declared an interim dividend of ¥100 per share.

« HMCL has been actively launching new = Market Share Gain: HMCL expanded its retail market share by 520
products across various segments. Key basis points quarter-on-quarter, reaching 32.8%. The company

launches include Xtreme 250R, XPulse 210, achieved its highest-ever retail sales in the quarter, exceeding 2 million
Vida V2 Series, Vida V2 Lite, new Destiny

scooter and Zoom 125 & 160 Scooters. units.

= Product Launches: HMCL has been actively launching new products
across various segments. Key launches include Xtreme 250R, XPulse
210, Vida V2 Series, Vida V2 Lite, new Destiny scooter and Zoom 125

& 160 Scooters.

= Hero is focused on strengthening its presence in the premium segment
with new product launches and upgraded Hero 2.0 stores.

= HMCL invested %137 crores in its EV business during the quarter.
While this was lower than the previous quarter due to a transition from
V1 to V2 models, the company's commitment to investing in the EV
segment remains strong.

= The company's V2 portfolio is expected to comply with PLI standards
soon. HMCL is in the advanced stages of filing the necessary papers.

= The parts, accessories, and merchandise business achieved its
highest-ever quarterly revenue, with ¥1,555 crores, a year-on-year
growth of 9%.

= HMCL saw a significant increase in rural demand during Q3, with its
contribution increasing by almost 3%. The company expects this
momentum to continue into the next financial year, aided by
government measures to improve rural sentiment.

= HMCL has accelerated the expansion of Hero 2.0 stores, reaching
nearly 700 stores in under 700 days, averaging more than one store
per day and Premia stores continue to grow, having surpassed 60.
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Revenue up 5.0% on a YoY basis EBITDA Margin up 45bps on a YoY basis 2
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Income Statement ”
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Revenue 3,38,057 3,74,557 4,12,322 4,55,785 5,08,779 Lé’

Gross profit 99,475 1,20,250 1,36,891 1,51,776 1,69,932 %
EBITDA 39,862 52,557 59,787 67,000 76,317
Depreciation 6,570 7,114 7,840 8,335 8,875
EBIT 33,293 45,443 51,947 58,666 67,442
Interest Expenses 199 185 185 185 185
Other Income 5,652 8,926 10,264 11,291 12,420
Exceptional Item - (1,600) - - -
Reported PAT 29,106 39,680 46,675 52,503 59,957
Minority Interest - - - : -
Adjusted PAT 29,106 39,680 46,675 52,503 59,957
EPS (INR) 146 199 234 263 300

Source: Company, CEBPL

Balance Sheet

Particular (INR Mn) 5
Net Worth 1,67,051 1,79,862 1,93,555 2,10,077 2,28,057

Minority Interest - - - - -
Deferred Tax 1,537 1,537 1,537 1,537 1,537
Total Debt - - - - -
Other Liabilities & Provisions 5,287 6,063 7,232 7,614 8,128
Total Net Worth & Liabilities 1,76,392 1,90,273 2,05,135 2,22,040 2,40,533
Net Fixed Assets 60,967 61,940 64,100 66,765 69,890
Capital Work in Progress 1,286 1,206 1,706 2,206 2,706
Investments 1,10,104 1,30,861 1,42,206 1,57,018 1,85,764
Cash & Bank balance 1,684 5,399 7,222 7,107 7,563
Loans & Advances & Other Assets 6,287 6,494 6,206 6,827 6,844
Net Current Assets (2,251) (10,228) (9,082) (10,777) (24,672)
Total Assets 1,76,392 1,90,273 2,05,135 2,22,040 2,40,533
Capital Employed 1,67,051 1,79,862 1,93,555 2,10,077 2,28,057
Invested Capital 1,64,082 1,73,257 1,84,627 2,00,764 2,17,789
Net Debt (1,684) (5,399) (7,222) (7,107) (7,563)

Source: Company, CEBPL
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Cash Flows (INR Mn) : E
CFO 25,791 49,065 55,377 62,602 83,367 | @
Capex (5,675) (7,102) (10,000) (11,000) (12,000) uﬁ
FCF 20,115 41,963 45,377 51,602 71,367 %
CFI (4,688) (18,019) (21,556) (26,934) (41,263)
CFF (20,406) (27,331) (31,998) (35,783) (41,648)

Ratio Analysis
Growth Ratios (%)

Revenue 15.6 10.8 10.1 10.5 11.6
EBITDA 18.3 31.8 13.8 12.1 139
PAT 17.7 36.3 17.6 12.5 14.2
Margin Ratios (%)

EBITDA 11.8 14.0 14.5 14.7 15.0
PAT 8.6 10.6 11.3 11.5 11.8
Performance Ratios (%)

OCF/EBITDA (X) 0.6 0.9 0.9 0.9 11
OCF/IC 15.7 28.3 30.0 31.2 38.3
ROE 17.4 22.1 24.1 25.0 26.3
ROCE 19.9 25.3 26.8 27.9 29.6
ROIC (Post tax) 15.2 19.7 21.2 22.0 23.3
ROIC (Pre tax) 20.3 26.2 28.1 29.2 31.0
Turnover Ratios (Days)

Inventory 15 14 14 14 14
Debtor 30 26 26 26 26
Payables (days) 51 54 54 54 54
Cash Conversion Cycle 4) (15) (14) (14) (14)
Financial Stability Ratios (x)

Net Debt to Equity (0.0) (0.0) (0.0) (0.0) (0.0
Net Debt to EBITDA (0.0) (0.1) (0.1) (0.1) (0.1)
Interest Cover 167.6 245.6 280.8 317.1 364.6
Valuation Metrics

Fully diluted shares (Mn) 199.9 199.9 199.9 199.9 199.9
Price (INR) 4280 4280 4280 4280 4280
Market Cap(INR Mn) 8,55,529 8,55,529 8,55,529 8,55,529 8,55,529
PE(x) 29 22 18 16 14
EV (INR Mn) 8,53,846 8,50,130 8,48,307 8,48,422 8,47,966
EV/EBITDA (x) 21 16 14 13 11
Book Value (INR/share) 836 900 968 1,051 1,141
Price to BV (x) 5.1 4.8 4.4 4.1 3.8
EV/OCF (x) 33 17 15 14 10

Source: Company, CEBPL
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CHOICE RATING DISTRIBUTION & METHODOLOGY

BUY The security is expected to generate upside of 15% or more over the next 12 months

HOLD The security is expected to show upside or downside returns by 14% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

Disclaimer

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited-Research Analyst - INHO00000222. (CIN. NO.: U65999MH2010PTC198714). Reg. Add.: Sunil Patodia Tower, J B
Nagar, Andheri(East), Mumbai 400099. Tel. No. 022-6707 9999

Compliance Officer--Prashant Salian, Email Id — Prashant.salain@choiceindia.com Contact no. 022- 67079999- Ext-2310
Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834. Email- ig@choiceindia.com

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and
certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter
referred as “CEBPL RE” Limited. The Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research
analysts have received compensation based upon various factors, which may include quality of research, investor client feedback, stock picking, competitive

factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or
completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does
not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements and past performance is

not necessarily an indication of future performance.

General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular
investment objectives, financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if
any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale
of any security, derivatives or any other security through CEBPL nor any solicitation or offering of any investment/trading opportunity on behalf of the

issuer(s) of the respective security (ies) referred to herein.
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These information / opinions / views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the
information provided herein. Recipients of this “Report” should rely on information/data arising out of their own Study/investigations. It is advised to seek
independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments. This ‘Report’
has been prepared on the basis of publicly available information, internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its
directors, employees, affiliates or representatives shall not be responsible for, or warrant for the accuracy, completeness, adequacy and reliability of such
information / opinions / views. Though due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the
directors, employees, affiliates or representatives of CEBPL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary
damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses
on any investments. Past performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are
strongly advised to take advice of their tax advisers regarding taxation aspects of any potential investment. Opinions are based on the current scenario as of the
date appearing on this ‘Report’ only. CEBPL does not undertake to advise you as to any change of our views expressed in this “Report’ may differ on account of
differences in research methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in
mind and not hold CEBPL, its employees and associates responsible for any losses, damages of any type whatsoever.

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident
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