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�   Roongta Rising Stock Private Limited


Bajaj Auto                                              Result Update On: Q1FY2012





Top-line increases by 22.8% YoY driven by higher volumes:


Two Wheelers segment saw a growth of 16.3% YoY, whereas Three Wheelers registered higher growth at 29.9% YoY.


Net Sales on QoQ basis grew by 13.7% on account of strong volume growth which was partially offset by a decline in Average Realized Prices (ARP) by ~1.8% QoQ.





Raw material costs continue to hurt margins:





EBITDA margin declined 91bp YoY and 145bp QoQ to 19.1% reflecting the increase in raw material costs which the company was unable to pass on to the customers.





Bottom-line growth moderated:





Despite the pressure on operating performance, Bajaj Auto reported a robust PAT growth of 20.5% YoY to Rs711cr. Other income declined marginally by ~Rs8cr, which was taken care of by the decline in the effective tax rate resulting in strong bottom-line growth.





Outlook:


Bajaj Auto posted an impressive revenue growth which was in line with the market expectations. However, margin pressure continues to persist with an increase in raw materials costs and changing products mix. Management expects to achieve a 20% volume growth in FY2012. Expecting the growth momentum to moderate going forward due to increasing prices and higher interest rates which can increase the cost of products further. Moreover, if the DEPB (Duty Entitlement Pass Book) scheme is withdrawn by the Government, they will have to resort to price hikes in order to protect bottom-line, which may again impact the demand. 





Valuation:





At the CMP of Rs1, 417, Bajaj Auto is trading at 13.8x and 12.5x FY2012E & FY2013E consolidated EPS of Rs102.4 and Rs113 respectively.








