
1M 1yr YTD

Absolute -5.0 9.5 9.3

Rel. to Nifty -1.6 8.9 -4.4

Current 2QFY14 1QFY1

4Promoters 39.9 39.9 39.9

FII 30.6 30.4 29.9

DII 8.5 8.8 9.3

Others 21.0 20.9 8.7

Financials Rs, Crore

3QFY14 2QFY14 (QoQ)-% 3QFY13 (YoY)-%

Revenue 6846 5696 20.2 6151 11.3

EBITDA 898 833 7.8 779 15.3

PAT 525 482 8.9 489 7.4

EBITDA Margin 13.1% 14.6%  (150bps) 12.7% 50bps

PAT Margin 7.7% 8.5% (80bps) 7.9% (30bps)
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HEROMOTOCO

Please refer to the Disclaimers at the end of this Report.

52wk Range H/L 2215

6%

Market Data

BSE Code 500182

HEROMOTOCO

Stock Performance-%

NSE Symbol

Change from Previous -

The stock at its CMP of Rs 1979 which is 17.9x of one year forward FY14E EPS of Rs 110

and upcoming capacity expansion, Rising trend of volume growth of scooter business,

Improvement in operational efficiency are few factors which make us positive for the stock.

We recommend BUY for the stock  with Target Price Rs 2100.

One Yr Price Vs NIFTY

(Source: Company/Eastwind)

1,434

Average Daily Volume 245841

Nifty 6089

Share Holding Pattern-%

Mkt Capital (Rs, Cr)

The operating EBITDA for the 3QFY14 came at Rs 898 Cr and OPM stands at 13.06

%.There is yearly rise in the OPM by nearly 40 bps however on sequential basis it had

shrunk by 150 bps due to led by increase in raw-material costs and significantly higher other

expenditure. Raw material cost as a percentage of sales increased 120bp QoQ due to the

currency impact on indirect imports, which comes with a quarter’s lag. The other expenses

in the quarter rose significantly very high because of higher advertisement expenses due to

festival season and also due to the launch of new products/ refreshes and higher royalty

payments on the back of rising share of new products. Additionally, the ongoing cost

reduction initiatives from the company led to a savings of Rs45 Cr during the quarter.

View & Valuation

The net profits for the stands at Rs 525 Cr for the quarter grew by only 7.5% yoy as the tax

rate increased to nearly 27% from 16% earlier due to expiry of tax benefits at the Haridwar

facility.

Post the 3QFY14 result management said that Industry motorcycle sales should be in the

range of 5 % and it will be in that level for the year and HMC will be at par with that.

Company has maintained its ad spend guidance at 2-2.5 % of sales and R&D spends at

nearly 0.75% of sales. The capital expenditure guidance for FY2014 stands at Rs1100 Cr to

Rs1200 Crr.For FY2015 the company has guided for Rs 1,500 Cr to Rs1,800 Cr.

The Management indicated that the current dividend policy of 35-45% payout will continue in

future. The total installed capacity of the company currently stands at 6.9mn units. Post the

commissioning of the Neemrana plant, scheduled by end of March 2014, the installed capacity is

expected to increase to 7.65mn units.

Average Sales with Flat Profits Growth..

Result Update BUY

CMP 1979

The company registered its 3QFY14 net sales at Rs 6846 Cr up by 11.3% YoY led by

healthy volume growth of 7% for the period under review. The company during 3QFY14

sold 1680940 units including exports. The volume performance was led by a strong 7.8%

YoY growth in the domestic segment, while export volumes posted a decline of 26.5% YoY,

mainly due to a weak demand environment in major exporting nations. Scooters sales

maintained strong momentum, led by the success of Maestro.

The average realization for the quarter moved up and came around at Rs 41000 verses Rs

39100 for the same time last fiscal. The net average realization for the quarter was driven by

price increases, which were undertaken in April and October 2013.

Upside

Target Price 2100

Previous Target Price -

"BUY" 3rd  

Feb' 14.

Narnolia Securities Ltd,
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SALES & PAT TREND

Company registered its 3QFY14 net sales at

Rs 6846 Cr up by 11.3% YoY led by healthy

volume growth of   7%.

Rise in the OPM by nearly 40 bps however on

sequential basis it had shrunk by 150 bps due

to led by increase in raw-material costs and

significantly higher other expenditure.

HEROMOTOCO

OPM & NPM TREND

(Source: Company/Eastwind)

Please refer to the Disclaimers at the end of this Report.

Realization Trend

(Source: Company/Eastwind)

Profits for the grew by only 7.5% yoy as the

tax rate increased to nearly 27% from 16%

earlier due to expiry of tax benefits at the

Haridwar facility.

(Source: Company/Eastwind)

Narnolia Securities Ltd,


