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TVS MOTOR CO (TVS) - Q4-FY16 RESULT UPDATE 04™ May 2016
CMP: Rs 287 A comprehensive product portfolio with good market acceptance of new
Target Price: Rs 316 products and steady growth in sales has enabled TVS Motor Company to post a
Recommendation: HOLD 12% revenue growth during the financial year 2015-16. During the year the

company recorded total sales of 26.79 lakh units.

3¢ Groum stock Info s TVS reported decent set of numbers for Q4FY16. Volume for the company grew
BSE Code 532343 by 9.8% while realisations grew by 5% on YoY basis. Scooters grew by 19%,
S EREE, TVSMOTOR Motorcycles grew by 12%, Mopeds grew by 3% and 3W declined by 20% on YoY
Bloomberg rvsLy  Pasis. Total number of units sold for the quarter was 6.60 lakh. The export
Reuters tvsmeo  Market, which accounts for nearly 20% of total volume, is exposed to currency
BSE Sensex 25233 fluctuations and shortage of foreign exchange in the key African markets.
NSE Nifty 7,742
Net revenues rose 15.3% to Rs. 2,776 crs on YoY basis. Contribution margin
increased by 22 bps on YoY basis due to soft raw material prices which declined
Market Info to 71.2% of revenues as compared to 71.5% on YoY basis. However, operating
Market Capital Rs13,677cr  EBITDA margin for the quarter increased by 19 bps to 6.43% (far lower than
Equity Capital Rs48cr  expectation of 6.9%). Adjusted Profit after tax for the quarter increased by
Avg Trading Volume 22,3680  30.1% to Rs. 117 crs on YoY basis (largely due other income).
52 Wk High / low Rs 341/ 201
EECREINE Rs1  Company is posting good sales number but they are not being able to convert

that into higher margin which is our biggest concern.

> OUTLOOK FOR NEXT 2 YEARS: TVS has done exceedingly well on its business
Shareholding Patter Mar16 front both in domestic as well as export market. With its customer centric
B Promotor EDIl's ®Ell's ®mOthers engineering approach, consistent focus on quality and superior product line, TVS
Motor Company is looking to consolidate its market share in the ongoing fiscal.
The company will further strengthen its portfolio with new launches and
upgrades of existing products. Company plans to launch 2 new products next 6

months. The company has guided for 10% operating margin in FY18.

> FINANCIALS: We estimate Net Revenue growth of 13%, and EBITDA growth of
22% in FY17. We expect operating margin to increase to 7.3% in FY17E. We also
believe that as sales of the company grows, per unit advertising and marketing
cost will come down gradually.

> VALUATION: Considering well positioned scooter portfolio, robust product
pipeline coupled with possibility of disproportionate gains on new launch

Price Vs Sensex Chart

success and further gains from TVS-BMW alliance, we continue to remain
o positive on the stock. The stock at Rs. 287 trades at 25.4x our estimated FY17
g1 EPS of Rs 11.3 per share. We have assigned a price target of Rs 316 per share
o 120 . . .
£ s based on PE of 28x its FY17 estimates. We recommend ‘HOLD rating on the
£ 10 stock.
: 105
2 100
S s ¥/E March, (in Rs crore) FY14 FY15 FY16 FY17E
zz Inceme from cperations 7,966 10,098 11,244 12,671
25-06-15  24-08-15  23-10-15  22-12-15  20-02-16  20-04-16 Yoy 12 26 12 13
Date Operating EBIDTA a8z 504 756 923
[ = TVS Motor Company Ltd. —— Sensex | Operating EBITDA margin % 6.1 6.0 6.7 7.3
Adjusted PAT 264 348 438 536
yOy?h 27.8 31.5 25.9 22.5
EPS 5.6 7.3 9.2 11.3

. . . P/E (x) 17.5 36.0 35.0 25.4
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Stock Rating Scale

Absolute Return

Buy >20%
Accumulate  12% to 20%
Hold 5% to 12%
Neutral -5%to 5%
Reduce <-5%
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‘Best Emerging Commodities Broker’ awarded by UTV Bloomberg (2011)

Disclaimer:

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of any
financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data and
other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair and
reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The
user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in related
investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based, before its
publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of this document.
Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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