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e  Our visit to AL’s analyst day bolsters our fundamental positive view on the company. BUY (Maintain)
e Focus on R&D has helped AL to get an upper hand over competition. Its unique iEGR  ~\1p Rs 87

BS4 engines are less expensive and better than competitors’ SCR engines. TARGET RS 105 (21%)
e [t aims to become a leader in both MHCV and LCV segments, in the next 3-5 years.
e Defence, after-market, and exports are key growth drivers; it expects these to  COMPANY DATA

contribute 50% of revenues, up from 30% right now. O/S SHARES (MN) : 2846
e Volumes could be weak in the near term, despite slower-than-expected pre-buying, as “Mﬂigig Eig EEZIE;’;)'\;) ) 2343
fleet operators have bought MHCVs only due to high discounts (highlighted here) and 5, /10 (RS) : 113/74
are not in a hurry to buy more. LIQUIDITY 3M (USDMN) : 13.7
e We tweak our estimates and reiterate BUY with a TP of Rs 105 (Rs 120 earlier) PAR VALUE (RS) : 1

SHARE HOLDING PATTERN, %
Dec16 Sep 16 Jun 16

Innovative technology
AL has launched its BS4 trucks (130-400HP) using in-house technology named ‘intelligent

PROMOTERS : 50.4 50.4 50.4
EGR or iEGR’, which gives it an upper hand vs. peers (as per the management). AL says iEGR i/ NRi: 12.0 101 10.7
helps it to become more competitive as: (1) in iEGR, the additional cost of converting a BS3  FI/MF: 8.8 8.6 9.5
engine to BS4 is Rs 20,000, while competition uses SCR technology that costs Rs 60-80K, (2)  NONPRO: 14.8 168 16.9
iEGR has less electronic components, hence it is more suited to Indian roads with lower PUBLIC & OTHERS : 14.0 14.2 12.5
maintenance, and (3) it has 10% higher fuel efficiency vs. peers. PRICE PERFORMANCE, %
Connected vehicles: In first in the industry, AL will start providing OBD devices (on-board ABS 1“{';'; 3':';: »11;";
diagnostics) on all its MHCVs — which it expects would help fleet operators in getting live ¢ 10 pse 60 21 368
information about vehicle location, mileage, and easy mobile-based diagnostics in case of a
breakdown. This, the management believes, will help gain market share. PRICE VS. SENSEX
In the LCV segment, AL targets to launch a new vehicle every quarter in the 2-7 tonne 130 1
category. Overall, it is targeting to be a #1 player in both MHCVs and LCVs in 3-5 years. 110 |
Focus on defence 90 -
While defence forms a small proportion of AL’s revenue (~3%), it expects strong growth in 70 -
this domain. In recent years, the company has launched new products (including 10x10
trucks for carrying missiles, bullet-proof vehicles, mine-protected vehicles, mounted-gun 50 -
vehicles) that have started gaining good traction. Its orderbook in this segment has been 20
rising. Management sees defence revenues growing by 10x in the next five years. Apr/16 Oct/16

Ashok

To strengthen exports dominance BSE Sensex

Exports and after-market are other segments where AL sees robust growth. It has been  Source: Phillip Capital India Research
seeing strong traction in exports and now dominates 60% share (up from 20%) in the Middle

East; it is a leader in Ukraine. To strengthen its export footprint, AL will set up a plant in KEY FINANCIALS

Rs mn FY17E  FY18E  FY19E

Kenya and the Ivory Coast over the next two years.
Net Sales 195,626 219,661 251,962
. . EBIDTA 21,341 23,974 27,500
After-market could be a big growth driver Net Profit 11,442 13278 15798
After-market sales contributed 9-10% of AL’s total sales, compared to 25%+ contribution in  gpg gs 4.0 4.7 5.6
the case of global OEMs like Scania and Paccar. This is mainly because component players  peR, x 21.6 18.6 15.7
directly sell OE parts in the replacement market. To address this, AL has replaced few  EV/EBIDTA, x 11.3 9.7 8.0
component providers and has launched parts with the name Ashok Leyland embedded on it. P/BV, x 3.8 3.2 2.7
Management sees the revenue contribution from these new focus segments (defence, ROE % 17.7 17.4 - 17.5
Debt/Equity (%) 24.5 15.5 8.7

exports, after-market) to reach 50% of revenues (from 30%) within the next five years.

Source: PhillipCapital India Research Est.
Outlook and valuation: While AL remains structurally strong, its near term might remain

weak due to fragile demand. We cut our estimates by 7%, but reiterate BUY with a revised  Dhawal Doshi (+ 9122 6246 4128)
TP of Rs 105 (Rs 120 previously). ddoshi@phillipcapital.in

Nitesh Sharma, CFA (+ 9122 6246 4126)
nsharma@phillipcapital.in
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Financials
Statement Cash Flow
Y/E Mar, Rs mn FY16 FY17e FY18e FY19e FY16 FYl17e FY18e FY19e
Net sales 185,771 195,626 219,661 251,962 Pre-tax profit 11,692 16,346 18,969 22,569
Growth, % 41 5 12 15 Depreciation 4,437 4,826 5,051 5,351
Other income 2,445 3,819 4,392 5,050 Chg in working capital -3,162 =222 -542 -728
Total income 188,216 199,445 224,053 257,013 Total tax paid -1,174 -4,904 -5,423 -6,489
Raw material expenses -132,620 -139,213 -156,389 -179,395 Cash flow from operating activities 15,130 16,046 17,787 27,897
Employee expenses -13,987 -14,759 -16,580 -19,019 Capital expenditure -1,973 -2,500 -5,000 -5,000
Other Operating expenses -19,949  -24,133 -27,110 -31,099 Chg in investments 7,310 -2,000 -2,000 -2,000
EBITDA (Core) 21,660 21,341 23,974 27,500 Cash flow from investing activities 5,337 -4,500 -7,000 -7,000
Growth, % 111.0 (1.5) 12.3 14.7 Free cash flow 20,467 11,546 10,787 20,897
Margin, % 11.7 10.9 10.9 10.9 Equity raised/(repaid) -5,056 -236 32 45
Depreciation -4,437 -4,826 -5,051 -5,351 Debt raised/(repaid) -5,820 -4,000 -4,000 -4,000
EBIT 17,223 16,515 18,923 22,149 Dividend (incl. tax) -1,423  -1,423 -1,423 -1,423
Growth, % 182.2 (4.1) 14.6 17.1 Cash flow from financing activities -12,298 -5,659 -5,391 -5,378
Margin, % 9.3 8.4 8.6 8.8 Net chg in cash 8,168 5,887 5,396 15,519
Interest paid -2,735 -1,338 -1,246 -886
Other Non-Operating Income 811 698 698 1,305
Pre-tax profit 15,586 16,346 18,969 22,569 Valuation Ratios
Tax provided -4,474 -4,904 -5,691 -6,771 FY16 FY17e FY1se FY19e
Profit after tax 11,112 11,442 13,278 15,798
Net Profit 11,112 11,442 13,278 15,798 Per Share data
Growth, % 3’75.1 ’ 3.0 '16.0 ’19.0 EPS (INR) 3.9 4.0 4.7 >6
" ) Growth, % 375.1 3.0 16.0 19.0
Net P.roflt (adjusted) 11,112 11,442 13,278 15,798 Book NAV/share (INR) 19.3 2.8 26.8 318
Unadj. shares (m) 2,846 2,846 2,846 2,846 FDEPS (INR) 3.9 4.0 47 56
Wtd avg shares (m) 2,846 2,846 2,846 2,846 CEPS (INR) 55 5.7 6.4 74
CFPS (INR) 5.2 5.4 6.1 6.8
DPS (INR) 0.5 0.5 0.5 0.5
Balance Sheet Return ratios
Y/E Mar, Rs mn FY16 FY17e FY18e FY19e Return on assets (%) 9.7 8.9 9.6 10.2
Cash & bank 15,681 21,568 26,964 35,007 Return on equity (%) 20.2 17.7 17.4 17.5
Debtors 12,509 13,173 14,792 16,967 Return on capital employed (%) 15.7 14.5 15.4 16.3
Inventory 17,306 18,224 20,463 23,472 Turnover ratios
Loans & advances 16,583 16,583 16,583 16,583 Asset turnover (x) 3.6 3.8 4.4 5.0
Total current assets 63,227 70,696 79,950 93,177 Sales/Total assets (x) 1.4 1.4 1.5 1.6
Investments 19,179 21,179 23,179 25,179 Sales/Net FA (x) 3.5 3.9 4.5 5.2
Gross fixed assets 82,770 85,270 90,270 95,270 Working capital/Sales (x) (0.0) (0.0) (0.0) (0.0)
Less: Depreciation -32,023 -36,849 -41,900 -47,251 Working capital days (8.9) (8.1) (6.3) (4.4)
Add: Capital WIP 546 546 546 546 Liquidity ratios
Net fixed assets 51,293 48,967 48,916 48,565 Current ratio (x) 1.2 1.3 1.4 1.5
Total assets 133,700 140,842 152,045 166,921 Quick ratio (x) 0.9 1.0 1.0 1.1
Current liabilities 46,938 48,297 51,613 56,069 Interest cover (x) 7.0 19.1 29.0 25.0
Provisions 5161 5161 5161 5,161 Dividend cover (x) 7.8 8.0 9.3 111
Total current liabilities 52,099 53,458 56,774 61,230 Total debt/Equity (%) 36.1 24.5 15.5 8.7
Non-current liabilities 26,615 22,615 18,883 15,164 Net debt/Equity (%) 7.6 (8.8)  (19.8)  (30.0)
Total liabilities 78,714 76,073 75,657 76,394 Valuation
Paid-up capital 2,846 2,846 2,846 2,846 PER (x) 223 216 18.6 15.7
Reserves & surplus 52,296 62,079 73,698 87,837 Price/Book (x) 4.5 3.8 3.2 2.7
Shareholders’ equity 54,986 64,769 76,388 90,527 Yield (%) 0.6 0.6 0.6 0.6
Total equity & liabilities 133,700 140,842 152,045 166,921 EV/Net sales (x) 1.4 12 11 0.9
EV/EBITDA (x) 11.6 11.3 9.7 8.0
EV/EBIT (x) 14.6 14.6 12.3 10.0

Source: Company, PhillipCapital India Research Estimates
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Stock Price, Price Target and Rating History
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Rating Methodology

We rate stock on absolute return basis. Our target price for the stocks has an investment horizon of one
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98)

year.

Rating Criteria Definition

BUY >= +15% Target price is equal to or more than 15% of current market price
NEUTRAL -15% > to < +15% Target price is less than +15% but more than -15%

SELL <=-15% Target price is less than or equal to -15%.
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Management

Vineet Bhatnagar (Managing Director) (91 22) 2483 1919

Kinshuk Bharti Tiwari (Head - Institutional Equity) (91 22) 6246 4101

Jignesh Shah (Head — Equity Derivatives) (91 22) 6667 9735

Research

Automobiles IT Services Pharma & Specialty Chem

Dhawal Doshi (9122) 6246 4128  Vibhor Singhal (9122) 6246 4109  Surya Patra (9122) 6246 4121
Nitesh Sharma, CFA (9122) 6246 4126 Shyamal Dhruve (9122) 6246 4126 Mehul Sheth (9122) 6246 4123
Banking, NBFCs Infrastructure Strategy

Manish Agarwalla (9122) 6246 4125  Vibhor Singhal (9122) 6246 4109  Naveen Kulkarni, CFA, FRM (9122) 6246 4122
Pradeep Agrawal (9122) 6246 4113 Aashima Mutneja, CFA (9122) 6667 9764
Paresh Jain (9122) 6246 4114  Logistics, Transportation & Midcap Telecom

Consumer & Retail Vikram Suryavanshi (9122) 6246 4111  Naveen Kulkarni, CFA, FRM (9122) 6246 4122
Naveen Kulkarni, CFA, FRM (9122) 6246 4122  Media Manoj Behera (9122) 6246 4118
Jubil Jain (9122) 6246 4117  Manoj Behera (9122) 6246 4118  Technicals

Preeyam Tolia (9122) 6246 4129  Metals Subodh Gupta, CMT (9122) 6246 4136
Cement Dhawal Doshi (9122) 6246 4128  Production Manager

Vaibhav Agarwal (9122) 6246 4124  Yash Doshi (9122) 6246 4127  Ganesh Deorukhkar (9122) 6667 9966
Economics Mid-Caps & Database Manager Editor

Anjali Verma (9122) 6246 4115  Deepak Agarwal (9122) 6246 4112 Roshan Sony 98199 72726
Shruti Bajpai (9122) 6246 4135  Oil & Gas Sr. Manager - Equities Support

Engineering, Capital Goods Sabri Hazarika (9122) 6667 9756  Rosie Ferns (9122) 6667 9971
Jonas Bhutta (9122) 6246 4119

Vikram Rawat (9122) 6246 4120

Sales & Distribution Corporate Communications

Ashvin Patil (9122) 6246 4105  Sales Trader Zarine Damania (9122) 6667 9976
Shubhangi Agrawal (9122) 6246 4103  Dilesh Doshi (9122) 6667 9747

Kishor Binwal (9122) 6246 4106 Suniil Pandit (9122) 6667 9745

Bhavin Shah (9122) 6246 4102

Ashka Mehta Gulati (9122) 6246 4108  Execution

Archan Vyas (9122) 6246 4107  Mayur Shah (9122) 6667 9945

SINGAPORE: Phillip Securities Pte Ltd
250 North Bridge Road, #06-00 RafflesCityTower,
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Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equity Derivatives, and Private Client Group.
This report has been prepared by Institutional Equities Group. The views and opinions expressed in this document may, may not match, or may be contrary at
times with the views, estimates, rating, and target price of the other equity research groups of PhillipCapital (India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd., which is regulated by the SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd.
References to "PCIPL" in this report shall mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed by PCIPL for
information purposes only, and neither the information contained herein, nor any opinion expressed should be construed or deemed to be construed as
solicitation or as offering advice for the purposes of the purchase or sale of any security, investment, or derivatives. The information and opinions contained in
the report were considered by PCIPL to be valid when published. The report also contains information provided to PCIPL by third parties. The source of such
information will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this information is correct, PCIPL 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 PCIPL 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.

This report does not regard the specific investment objectives, financial situation, and the particular needs of any specific person who may receive this report.
Investors must undertake independent analysis with their own legal, tax, and financial advisors and reach their own conclusions regarding the appropriateness
of investing in any securities or investment strategies discussed or recommended in this report and should understand that statements regarding future
prospects may not be realised. Under no circumstances can it be used or considered as an offer to sell or as a solicitation of any offer to buy or sell the
securities mentioned within it. The information contained in the research reports may have been taken from trade and statistical services and other sources,
which PCIL believe is reliable. PhillipCapital (India) Pvt. Ltd. or any of its group/associate/affiliate companies do not guarantee that such information is accurate
or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice.

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research
report is subject to all aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is
available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the
research analyst’s personal views about all of the subject issuers and/or securities, that the analyst(s) have no known conflict of interest and no part of the
research analyst’s compensation was, is, or will be, directly or indirectly, related to the specific views or recommendations contained in this research report.

Additional Disclosures of Interest:

Unless specifically mentioned in Point No. 9 below:

1. The Research Analyst(s), PCIL, or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in
this report.

2. The Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively do not hold more than 1% of the securities of the
company (ies)covered in this report as of the end of the month immediately preceding the distribution of the research report.

3. The Research Analyst, his/her associate, his/her relative, and PCIL, do not have any other material conflict of interest at the time of publication of this
research report.

4.  The Research Analyst, PCIL, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for
any other products or services from the company(ies) covered in this report, in the past twelve months.

5.  The Research Analyst, PCIL or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for
the company (ies) covered in this report.

6.  PCIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in
connection with the research report.

7.  The Research Analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.

8.  The Research Analyst and PCIL has not been engaged in market making activity for the company(ies) covered in the Research report.
9.  Details of PCIL, Research Analyst and its associates pertaining to the companies covered in the Research report:
Sr.no. | Particulars Yes/No
1 Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for No
investment banking transaction by PCIL
2 Whether Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1% of No
the company(ies) covered in the Research report
3 Whether compensation has been received by PCIL or its associates from the company(ies) covered in the Research report No
4 PCIL or its affiliates have managed or co-managed in the previous twelve months a private or public offering of securities for the No
company(ies) covered in the Research report
5 Research Analyst, his associate, PCIL or its associates have received compensation for investment banking or merchant banking or No
brokerage services or for any other products or services from the company(ies) covered in the Research report, in the last twelve
months

Independence: PhillipCapital (India) Pvt. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment
banking services from, the subject issuers in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does not anticipate receiving or intend to seek
compensation for investment banking services from the subject issuers in the next three (3) months. PhillipCapital (India) Pvt. Ltd is not a market maker in the
securities mentioned in this research report, although it, or its affiliates/employees, may have positions in, purchase or sell, or be materially interested in any
of the securities covered in the report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or
particular requirements of any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors.
Each investor must make its own determination as to the appropriateness of any securities referred to in this research report based upon the legal, tax and
accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing experience. The
value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic, or
political factors. Past performance is not necessarily indicative of future performance or results.
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Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PCIPL and the research analyst believe to be
reliable, but neither PCIPL nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not
be relied upon as such. Opinions expressed herein are current opinions as of the date appearing on this material, and are subject to change without notice.
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