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Auto Sector: Q1FY26 Review

Q1FY26 Auto OEM Review — Growth in 2W/Tractor OEMs

v Financial Performance

Revenue/EBITDA in Q1FY26 grew by 7%/1% YoY, respectively, against our expectations of ~4%/-3% YoY for Auto OEMs under our coverage.
The revenue growth was largely driven by 9%/10% volume growth in the tractor/3W industry (though Escorts was up only 2%), while
PV/IMHCV/LCV were flat, and 2Ws down 2% YoY. Revenue/EBITDA declined by 5%/9% QoQ against our estimates of 8%/13% QoQ,
respectively. The YoY EBITDA margin decline was due to increased operational expenses and higher personnel costs due to annual wage
revision, higher marketing and advertisement spends, partly offset by a richer product mix (higher exports) and price hikes taken over the past
year. PAT grew by 10% YoY (our estimate of -3%), aided by other income, mainly MTM forex gains in certain OEMs, while declining 4% QoQ
(our estimate: -16%).

Maruti, Eicher Motors, and Bajaj Auto faced downward pressure on margins by 239 bps, 277 bps, and 52 bps, respectively. However, margins
were largely positive for Ashok Leyland and TVS Motor, up 52 bps and 106 bps, respectively.

Q1FY26 Auto Ancillaries Review — Mixed Performance

v Financial Performance

The companies under our coverage reported 13%/14% growth in Revenue/EBITDA in Q1FY26, respectively, slightly better than our expectations
of ~11% each YoY. This was driven by sales volume growth (3Ws and tractors) and the premiumization trend. Revenue/EBITDA grew by
2.5%/1.2% QoQ, largely in line with our estimates of 1.3%/1.3% QoQ, respectively. EBITDA growth was supported by cost-control initiatives and
operating leverage, partially offset by a marginal impact from commodities for some auto ancillaries. PAT was up by 7% YoY (our estimate: 9%),
but declined 7% QoQ (our estimate: 6%).

Endurance Technologies, UNO Minda, SSWL, and Minda Corp delivered strong YoY EBITDA growth, while Sansera Engineering and Automotive
Axles remained largely flat (+/-) 2%YoY. CIE Automotive saw a 6% YoY decline due to an unfavourable product mix in the Indian business and

one-time restructuring expenses at Metalcastello, Europe.
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Two-Wheelers (2W)

Exports: Up 23.2% - Sustained export volumes suggest a revival in
demand from African, LATAM, and ASEAN regions, potentially
helped by better dollar liquidity and macro stabilisation.

Domestic: Down 6% - Underperformance on account of weak
demand on account of affordability issues from buyers. Motorcycles
down 9% YoY.

Outlook: Positive

Passenger Vehicles (PV)

Exports: Up 34.4% - Export momentum may be driven by newer
models and OEM push in Africa and South America.

Domestic: Down 1.4%- 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.

Sector Outlook (Q1FY26 Vs Q1FY25)

Commercial Vehicles (CV)

Exports: Up 23.4% - Sustained export volumes YoY, possibly from a
low base and improving infrastructure push in target geographies.

Domestic: Down 0.6% - 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: Company Specific

Bottom Up Approach. =G g 1

Tractors

Exports: Up 2.7% - Export stagnation reflects continued weakness
in the U.S. and Europe, where large tractor sales are under
pressure.

Domestic: Up 9.2% - Domestic growth likely aided by pre-election
schemes, improved rabi output, and slightly better monsoons.

Outlook: Cautiously Positive

FY26 is expected to end in mid-high single digits. /38 '
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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, while raw material headwinds could exert
slight pressure.

We expect 2W sales volumes to sustain mid to 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. The expected GST rate cut by Sep-Oct’25 to 18% (from 28% currently) in 150cc/350cc (unclear as per media reports) and
lower engines will be a booster/immunity shot in the post covid era, which may result in the revival of the domestic entry-level 2W industry.

Overall PV sales growth, which has been largely led by the UV segment, is expected to remain in the mid single digits in FY26E (earlier low single digit
expectations) due to expectations on the GST rate cut, which may arrest declining entry-level PV domestic sales.

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/CV volumes are expected to grow in the mid-high single digits in FY26, supported by a favourable monsoon, lower financing costs, GST rate cut
expectations and increased government allocations towards the farming/infrastructure sector before the state election.

We remain selective in our approach. Among OEMs under our coverage, our Top Conviction Ideas in 2Ws are Hero Motocorp, Bajaj Auto; 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 the “Buy On Dips” Strategy for TVS Motors and Maruti Suzuki Ltd.

Auto Ancillaries

In the long run, product premiumization, strong order books, growing exports, GSt rate cut 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.
We also suggest a "Buy on Dips" approach for Endurance Technologies and UNO Minda for long-term gains.
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Expected GST rate cut by Sept-
Oct’25 — To boost demand for small
entry-level cars and 2Ws.

Recovery in CV/Tractor expected.

2W Demand - Shift towards e-2Ws,
Premium scooters

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

Uncertainty on the GST rate
cut decision to delay
purchases.

Restrictions on Rare Earth
Minerals by China.

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 Revival; Pick-up in Exports

/ Private & Confidential | 5




Stock Reco. TP

\* Hero

Hero Motocorp Ltd BUY Rs 5,220*

Top Conviction Ideas: Auto

Recommendation Rationale

Market Share Recovery: Hero's VAHAN market share increased to 30.9% in Q1FY26,
reaching an 11-quarter high with a 100 bps sequential gain. Recovery is being driven by strong
traction in the Deluxe 100cc segment and renewed momentum in the 125cc scooter and
motorcycle categories (Destini 125, Xoom 125, Xtreme 125). In the EV segment, market share
doubled YoY to 7% in Q1FY26 and further rose to 10% in July, supported by the successful
rollout of VIDA VX2.

EBITDA Margin Improvement Despite EV Investments: Hero’s ICE EBITDA margin improved
to 16.8% in Q1FY26, driven by a stronger mix and cost efficiencies, while overall margins
remained stable at 14.4% despite EV investments of ~Rs 189 Cr. The recent PLI certification
for VIDA V2 Pro is expected to enhance EV profitability. Although margins may remain at the
lower end of the 14-16% range in the near term, structural levers and incentive support
position the company for medium-term improvement.

Global Business: Hero MotoCorp's global business grew 27% YoY in Q1FY26, continuing the
strong momentum seen in FY25. With a focus on 10-12 strategic markets, the company is
introducing localised, premium-oriented products to drive market share gains. Hero targets
scaling its global operations to contribute ~10% of overall revenue and volumes, positioning

exports as a critical growth and diversification lever over the medium term.

* Note: Target Price is based on our Q1FY26 Result Update Report
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Stock Reco. TP

> BAIAJ
BAJAJ AUTO LTD.

Bajaj Auto Ltd BUY Rs 9,360*

Top Conviction Ideas: Auto

Recommendation Rationale

v

International Market: Q1FY26 exports touched an all-time high (~$500 Mn) in revenue terms
despite volume still being ~20-25% below FY22 levels, highlighting pricing power and premium
mix benefits. As per management, LATAM and Southeast Asia (apart from Nigeria, Africa) are
in an upward cycle, and Brazil—a structurally tough market—is now showing clear traction
(7,000 units). Dominar, Pulsar 400Z, and KTM export momentum is expected to sustain.
Capacity expansion in Brazil is expected to unlock the next leg of volume growth (50,000 units
per annum). Management guides for 15-20% QoQ export growth in FY26, supported by strong

demand, market recovery, and product mix improvement.

EVs Gaining Momentum: Bajaj’s EV portfolio (Chetak and E-3WSs) is now at high single-digit
EBITDA margins, a sharp reversal from red territory in FY24. Despite near-term HRE magnet-
based supply chain headwinds, Bajaj is pursuing multiple mitigation strategies. The company
has thus cemented the pole position at 31% in e-2W vehicles. Short-term supply bottlenecks
are likely priced in, but structural cost leadership and product acceptance offer a high-ROI EV
optionality.

Bajaj Auto Credit Limited: A Silent Value Compounder: BACL delivered Rs 102 Cr PAT in
Q1FY26, doubling FY25 annual PAT. AUM now stands at Rs 12,000 Cr and penetration at
40%. Bajaj has infused Rs 300 Cr this quarter to support aggressive but profitable growth. This
captive NBFC flywheel is increasingly accretive to core RoE and valuations.

* Note: Target Price is based on our Q1FY26 Result Update Report
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Stock Reco. TP

D

ASHOK LEYLAND

Ashok Leyland BUY Rs 135*

Top Conviction Ideas: Auto Ancillaries

Recommendation Rationale

Product Innovation & New Launches - Strengthening Portfolio: The company introduced the
Intelligent Vehicle Acceleration Control (I-VAC) system to boost fuel efficiency in AC trucks and
plans multiple launches in FY26—including high-horsepower MHCYV tippers and tractor trailers
(280, 320, 360 HP), LNG-powered trucks, upgraded 13.5-meter buses, a new 15-meter bus
with unique value propositions, and bi-fuel LCVs targeting metro demand. E-trucks on BOSS
and AVTR platforms are gaining traction domestically and internationally, reinforcing Ashok

Leyland’s technological edge.

Defence & Power Solutions: Despite Q1FY26 defence revenue of Rs 120 Cr vs Rs 400 Cr
last year, management remains bullish, backed by a Rs 1,000 Cr order book and Rs 2,000 Cr
in tenders won. The power solutions segment posted a 28.5% YoY revenue increase,

diversifying income streams and enhancing margin stability.

Capacity Expansion & Dealer Network — Enabling Scale: Capacity expansion is targeted
and demand-driven—the new Andhra Pradesh plant will ramp to 200 units/month by year-end,
while the upcoming Lucknow bus plant (Q3FY26) and expanded Alwar and Trichy capacities
will raise fully built bus production from 950 to 1,650 units/month. Dealer reach is widening
rapidly, with 23 MHCV and 13 LCV touchpoints added in Q1, taking totals to 1,073 (MHCV)
and 851 (LCV), with a goal of 2,000+ combined touchpoints by FY26-end.

* Note: Target Price is based on our Q1FY26 Result Update Report
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Stock Reco. TP

SANSEFRA

ENGINEERING

Sansera Engineering BUY Rs 1,500*

Top Conviction Ideas: Auto Ancillaries

Recommendation Rationale

v' Revenue Outlook: The company posted a modest 3% YoY revenue growth in Q1FY26,

subdued due to multiple short-term headwinds in both domestic and export markets. However,
its diversified portfolio—spanning geographies, segments, and customers—provides resilience
and positions it well for acceleration in the coming quarters. Management’s commentary
indicates that most challenges, including US tariff uncertainties and temporary export softness,
are transitory and a rebound is expected from FY27. Growth drivers include strong ADS
traction, Sweden’s sustained performance, new aluminium forging opportunities, agricultural
and industrial demand tailwinds, and gradual stabilisation in XEV.

Orderbook: Sansera’s orderbook stands at Rs 2,024 Cr in peak annual revenue potential,
which is well-diversified across ADS (24%), XEV (10%), tech-agnostic auto components (9%),
ICE PV+CV (30%), and two-wheelers (15%). In Q1FY26, the company secured orders worth
Rs 173 Cr, reinforcing its ability to win business despite challenging market conditions. Key
wins included XEV orders from North American OEMs, order wins from a new American tractor
OEM, and new business from Collins Aerospace. This robust order inflow not only enhances
revenue Vvisibility but also strengthens its foothold in premium, high-value segments that are
expected to drive margin accretion over the medium term.

EBITDA Margins: The 17.2% EBITDA margins achieved in Q1FY26 were supported by
Sweden’s scale-up (80% YoY revenue growth with a 4% gross margin expansion), Fitwell’s
21% YoY growth with stable margins, improved raw material yields, and a richer ADS mix.
Additionally, initiatives focused on optimising manpower and capacity utilisation are further
contributing to performance. US tariff impacts have so far been passed through to most

* Note: Target Price is based on our Q1FY26 Result Update Report

customers, limiting downside risk.
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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.
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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
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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.
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research recommendation.

Private & Confidential | 11




		2025-08-19T20:47:48+0530
	NEERAJ CHADAWAR




