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Market Cap. 52 Week H/L Target Price

Rs. 75,173 Cr. Rs.259 / 158 m Rs.318

Focusing on developing new technologies

ALL has launched the ‘AVTR’ platform to drive cost efficiency in the MHCV (Medium and Heavy Commercial vehicle)
segment. This will result in a lower number of parts, lower raw material inventory and more productivity, thereby
increasing operating efficiency. It is actively working on developing new technologies in the areas of Safety, and Green
Energy. In terms of safety, it plans to create products with Advanced Drive Assistance Systems (ADAS) in the next 2-3
years. On Green Energy, the company has launched the electric version of LCV (Light Commercial Vehicle) i.e Dost and
Bada Dost, as it is witnessing increased requirements from many courier and logistic companies. This should result in
increase in realization per vehicle and margins for the company in the future.

Growth to pick up pace

The company plans to grow by focusing on 2 things:

1) Get deeper penetration in India. The company didn’t have a strong presence in the North and East regions (market
share of ~25% in FY23). As a result, ALL has tied with the TVS group for a presence in the National Capital Region to
have a strong foothold and increase in the market share. The company aspires to reach an overall market share of
~35%, with the expansion in North and East region as compared to ~31% in FY24.

Ensure that LCV, International and Defense (Growth business) grow at a faster pace than the overall growth of the
company. The growth business has slightly better margins than the MHCV. Currently, ALL addresses ~50% of the
LCV market, while it targets to cover 70-80% of the market in the next few years

The growth in MHCV trucks and LCV trucks will be backed by macroeconomic environment recovery, replacement
demand and pickup in infrastructure activities. Healthy growth in the end-user industries like cement, steel and mining
as well as an increase in general manufacturing activity and consumption trends continue to support demand from fleet
operators for tippers and mutli-axle vehicles. Apart from the core sectors like real estate, steel, cement etc, e-
commerce has gained much importance, especially after the Covid period. Higher allocations in the recent budget for
the core sectors will help drive the momentum in economic activity, thus helping CV industry growth.

Revenue EBITDA APAT NPM AEPS P/E P/Bv ROE

- (Rs. Cr) (%) (Rs. Cr) (%) (Rs.) (x) (x) (%)
FY24 38,367.0 12.0 2,711.6 7.1% 9.2 27.7 8.5 31.5%
FY25E 40,635.7 12.4 2,951.2 7.3% 10.1 25.5 7.4 31.2%
FY26E 43,559.1 12.6 3,289.9 7.6% 11.2 22.8 6.5 30.3%
FY27E 46,021.9 12.8 3,525.0 7.7% 12.0 21.3 5.7 28.5%
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Margins to witness uptick

In FY24, the company embarked on cost reduction initiatives viz, material cost reduction program, which focuses on bulk buying,
consolidating vendors, and alternative design, which would enhance the performance and reduce cost. The company saved Rs.600-
675cr in FY24. This benefit is likely to continue in FY25 as well, according to the company’s management. We expect the EBITDA
margins for the company to improve by 80 bps from FY24-27 to 12.8%, on account of the favourable product mix and development
of new technologies.

OUTLOOK & VALUATION
There has been a strong demand for high tonnage vehicle in the few years and this will benefit ALL due to its focus in heavy tonnage
segment. The company is likely to witness good uptick in sales in FY26 and FY27 on account of strong economic activity in the
country. ALL will likely see margins expand on the back of improvement in the product mix and operating leverage. We forecast
ALL’s revenue/PAT to grow at 6%/9% CAGR over FY24-27E. Going forward, we expect the company to deliver an EPS of Rs.12 in
FY27; assigning a target multiple of 26.5x, we arrive at a target price of Rs.318 showcasing an upside potential of 24% from current
levels with an investment horizon of 18-24 months.

ALL volumes to gain traction ALL sales growth vs Industry sales growth

54%
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KEY RISKS

¢ The CV sector is highly cyclical in nature. A down cycle in the same may lead to a prolonged period of degrowth.

¢ If the general economic slowdown extends further, it may impact the economy which may have negative implications forthe
company.

«» A steep rise in raw material prices such as steel will lead to higher costs for the company thus affecting its profitability.

July 29, 2024 4
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COMPANY OVERVIEW

Ashok Leyland, flagship of the Hinduja group, is India's 2nd largest manufacturer of commercial vehicles, the 4th largest
manufacturer of buses in the world, and the 19th largest manufacturer of trucks. Headquartered in Chennai, 9 manufacturing plants
give an international footprint — 7 in India, a bus manufacturing facility in Ras Al Khaimah (UAE), one at Leeds, United Kingdom and a
joint venture with the Alteams Group for the manufacture of high-press die-casting extruded aluminium components for the
automotive and telecommunications sectors, Ashok Leyland has a well-diversified portfolio across the automobile industry. With the
largest fleet of logistics vehicles deployed in the Indian Army and significant partnerships with armed forces across the globe, Ashok
Leyland vehicles for Defence and Special applications helps keep borders secure.

In the commercial vehicle industry, Ashok Leyland has one of the largest and fastest-growing networks with 52863 touch points,
including 1748 exclusive touch points and 11,207 outlets for Leyparts. The company now has a service centre every 75 kilometres on
all major highways, allowing it to keep its “Ashok Leyland Quick Response” promise of reaching customers within 4 hours and getting
them back on the road in 48 hours.

July 29, 2024
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PROFIT & LOSS STATEMENT (Rs.cr)
Y/E Mar. FY24 FY25E FY26E FY27E
Net Sales 38,367.0 40,635.7 43,559.1 46,021.9
Raw Materials 27,912.0 29,439.2 31,479.5 33,200.1
Employee Cost 2,233.4 2,316.2 2,482.9 2,623.2
Other Expenses 3,615.1 3,860.4 4,094.6 4,326.1
EBITDA 4,606.6 5,019.9 5,502.2 5,872.5
Depreciation 717.8 772.1 784.1 828.4
Interest Cost 249.4 255.0 252.0 252.0
Other Income 246.6 243.8 261.4 276.1
PBT 3,792.2 4,146.7 4,637.5 4,978.3
Tax 1,174.3 1,285.5 1,437.6 1,543.3
RPAT 2,711.6 2,951.2 3,289.9 3,525.0

Source: Company, Sushil Finance Research Estimates
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BALANCE SHEET STATEMENT (Rs.cr)
Particulars FY24 FY25E FY26E FY27E
Equity Share Capital 293.6 293.6 293.6 293.6
Reserves 8,516.7 9,829.8 11,293.6 12,862.0
Net worth 8,810.4 10,123.5 11,587.2 13,155.6
Total loans 1,131.6 1,270.3 1,454.0 1,518.8
Other Current Liabilities 13,669.7 13,874.7 14,057.2 14,373.0
Total Liabilities 23,611.8 25,268.5 27,098.4 29,047.4
Net block 4,502.2 4,217.8 3,956.4 3,680.3
Capital WIP 95.5 487.6 522.7 552.3
Right of use of asset 1,555.6 1,499.3 1,635.7 1,829.7
Investments 5,310.7 6,201.0 6,789.0 7,121.0
Sundry debtors 3,569.7 3,694.2 3,959.9 4,261.3
Inventories 3,190.7 3,271.0 3,497.7 3,688.9
Cash and bank 3,438.2 3,614.7 4,132.0 4,821.0
Loans and advances 95.0 110.0 130.0 156.0
Others 1,488.5 1,671.0 1,796.0 2,127.0
Total Assets 23,611.8 25,268.5 27,098.4 29,047.4

Source: Company, Sushil Finance Research Estimates
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CASH FLOW STATEMENT (Rs.cr)
Particulars FY24 FY25E FY26E FY27E
PAT 2711.6 2951.2 3289.9 3525.0
Depreciation & Amortization 717.8 772.1 784.1 828.4
Taxes 1174.3 1285.5 1437.6 1543.3
Finance Cost 249.4 255.0 252.0 252.0
(Incr)/Decr in Working Capital 1692.5 -337.7 -588.1 -480.1
Cash Flow from Operating Activities 6545.6 4926.1 5175.4 5668.5
(Incr)/ Decr in Gross PP&E (472.2) (487.6) (522.7) (552.3)
(Incr)/Decr In Investments and Intangibles 1215.7 (1376.6) (909.5) (691.5)
Cash Flow from Investing 743.5 (1864.3) (1432.2) (1243.8)
(Decr)/Incr in Debt (634.6) 138.7 183.7 64.7
Others (3717.6) (3024.0) (3409.5) (3800.4)
Cash Flow from Financing (4352.2) (2885.3) (3225.9) (3735.7)
Opening Cash 501.3 3438.2 3614.7 4132.0
Total cash flow 2936.9 176.5 517.3 689.0
Cash at the End of the Year 3438.2 3614.7 4132.0 4821.0

Source: Company, Sushil Finance Research Estimates
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FINANCIAL RATIO STATEMENT

Particulars FY24 FY25E FY26E FY27E
Growth (%)
Revenue 6.2% 5.9% 7.2% 5.7%

Profitability (%)

EBITDA Margin 12.0% 12.4% 12.6% 12.8%
PAT Margin 7.1% 7.3% 7.6% 7.7%
Per Share Data

EPS 9.2 10.1 11.2 12.0
Reported CEPS 11.7 12.7 13.9 14.8
BVPS 30.0 34.5 39.5 44.8

Valuations (x)

P/E 27.7 25.5 22.8 213
P/BV 8.5 7.4 6.5 5.7
EV / EBITDA 16.3 15.0 13.7 12.8
Turnover Days

Debtors Days 34 33 33 34
Inventory Days 42 41 41 41
Creditors Days 82 91 87 87

Gearing Ratio
D/E (x) 0.3 0.3 0.3 0.2

Source: Company, Sushil Finance Research Estimates
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Rating Scale : This is a guide to the rating system used by our Institutional Research Team. Our rating system comprises of three rating categories.

Total Expected Return Matrix (Rating and Return) BUY : Over12% HOLD : -12% to 12% SELL : Below -12%

Disclaimer & Disclosures

https://www.sushilfinance.com/Disclaimer/research

https://www.sushilfinance.com/InvestorGrievances/researchanalystinvestorgrievancecell

This report has been furnished to you for your general information only and should not be reproduced, re-circulated, published in any media, website or otherwise, in any form or manner, in part or as a whole, without the
express consent in writing of Sushil Financial Services Private Limited. This Research Report is meant solely for use by the original recipient to whom it is sent and is not for circulation. Any unauthorized use, disclosure or
public dissemination or copying of information (either whole or partial) contained herein is prohibited.

This Report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made herein are
expression of views and/or opinions and should not be deemed or construed to be neither advice/offer for the purpose of purchase or sale of any securities mentioned herein. Past performance is not a guide for future
performance, future returns are not guaranteed. Opinions expressed herein are subject to change without notice. Investor should rely on information/data arising out of their own investigations. The Sushil Equity Universe is
marked as # and the fundamental reports are marked as ##.

Investors are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments. 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 investor may realize losses on any investments. This Report has been prepared on the basis of publicly available information, internally developed
data and other sources believed by us to be reliable. A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com Research Analyst views on Subject Company may vary based on
Fundamental and Technical Research. Sushil Financial Services Private Limited or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy
and reliability of such information / opinions / views. None of the directors, employees, affiliates or representatives of company shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary
damages/loss etc whatsoever from the information/opinions/views contained in this Report and investors are requested to use the information contained at their risk.

Sushil Financial Services Private Limited (SFSPL) and its connected companies, and their respective Directors, Officers and employees or their relative, may have a long or short position in the subject companies mentioned in
the report and it may not be construed as potential conflict of interest with respect to any recommendation and related information and opinions. Reports based on technical and derivative analysis centre on studying charts
company’s price movement, outstanding positions 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 fundamental analysis. SFPSL has
different business segments/Divisions with independent research and maintains arm’s length distance catering to different set of customers having various objectives, risk profiles, investment horizon, etc. and therefore may
at times have different contrary views on stocks sector and markets. Research Report may differ between SFSPL’s RAs 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 - SFSPL, its employees and associates responsible for any losses, damages of any type whatsoever.

This Report is not intended to be a complete statement or summary of the securities, market or developments referred to in this document. SFSPL or its affiliates or employees are under no obligation to update the
information. SFSPL or its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.

SFSPL or its affiliates and/or its employees/its associates or his relative does not have financial interest in the subject companies. SFSPL or its affiliates and/ or its employees/its associates or his relative may or may not have
beneficial ownership of one per cent or more securities of the subject company, at the end of the month immediately preceding the date of publication of the research report. SFSPL/its Associates/ Research Analyst have not
received any compensation from the subject company in the past twelve months. Further the subject company is/was not a client during twelve months preceding the date of distribution of the research report and the types
of services provided. SFSPL or its research analyst has not served as an officer, director or employee of the subject company. SFSPL or its affiliates and/or its research analysts have not been engaged in market making activity
for the subject company. SFSPL or its associates or its Research Analyst have not received any compensation or other benefits from the subject companies or third party in connection with the research report. SFSPL/its
Associates/ Research Analyst/ his Relatives not have any other material conflict of interest at the time of publication of the research report.

SFSPL/its Associates/ Research Analyst have not managed or co-managed public offering of securities, have not received compensation for investment banking or merchant banking or brokerage services, have not received
any compensation for product or services other than investment banking or merchant banking or brokerage services from the subject companies in the last twelve months. There is no material disciplinary action that been
taken by any regulatory authority impacting equity research analysis activities.

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

A . . . - Analyst Stock Ownership No
Sushil Financial Services Private Limited Stock Recommended to Clients Ves
Member : BSE / NSE - SEBI Regn. No. INZ000165135 - - - -
Research Analyst — SEBI Registration No. INHO00000867 Remuneration/Benefits received from company in 12 months No
Compliance officer / Grievance Officer : Mr. Suresh Nemani — Phone : +91 22-40935000 | Me"fha_"t Ba?klng Market Making activities / projects - No
Email : suresh.nemani@sushilfinance.com | Grievance Email - compliance@sushilfinance.com Sushil Financial Services Pvt. Ltd and Group Companies Holding No
Regd. Office : 12, Homii Street, Fort, Mumbai 400 001. Sushil Financial Services Pvt. Ltd and Group Directors Holding Yes

Phone: +91 22 40936000 Fax: +91 22 22665758 | Email : info@sushilfinance.com Broking Relationship with the company covered No
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