
1M 1yr YTD

Absolute 4.0 16.0 15.0

Rel. to Nifty -1.0 8.0 1.0

Current 4QFY13 3QFY1

3Promoters 39.9 52.2 52.2

FII 30.4 29.9 30.6

DII 8.8 9.3 8.5

Others 20.9 8.7 8.8

Financials Rs, Crore

2QFY14 1QFY14 (QoQ)-% 2QFY13 (YoY)-%

Revenue 5726 6160 (7.0) 5187 10.4

EBITDA 833 915 (9.0) 719 15.9

PAT 482 549 (12.2) 441 9.3

EBITDA Margin 14.5% 14.9%  (30bps) 13.9% 70bps

PAT Margin 8.4% 8.9% (50bps) 8.5% (10bps)
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Upside

Target Price -

Previous Target Price -

Result Update NEUTRAL

Hero Motocorp reported net sales of Rs 5696 Cr up by 10.6% YoY, which was above street

expectation and largely driven by better-than-expected spare part and scooter sales. The

total volume sales for the 2QFY14 is 1416276 units translating growth of 6 % for the same

time period last fiscal. The more important thing is that Company had not taken any price

increase during the quarter and sequential improvement in average selling prices was the

key surprise in the results. The average selling prices for the vehicle in 2QFY14 Rs 38921 

verses Rs 38921 in 2QFY13.The growth in the retail volumes came on the back of 9% YoY

rural sales growth  and 5% YoY urban volume growth.

Management Highlights :

In second half, company is definitely expecting some growth for overall industry but

it will be low single digit growth for overall year.

The company expects that it will sell 40 K Maestro and 30K Pleasure after capacity

increased to 75K.

CMP 2085

-

One Year Forward P/Bv Band

(Source: Company/Eastwind)

41,522

Average Daily Volume 245841

Nifty 6164

Stock Performance-%

Share Holding Pattern-%

Mkt Capital (Rs, Cr)

NSE Symbol

Change from Previous

At the CMP of Rs 2085 the stock is trading at all time high price, though the company has

given but good results but not so optimistic management commentary and probable loss of

market share to HMSI in scooter segment doesn’t provide us much convincing thought .We

therefore recommend NEUTRAL view for the stock. 

Post the results management said that the outlook for 2HFY14 is not so bullish and expects

a low single-digit growth. Dealer inventory levels are around 5 weeks, which is in line with

the stock levels during the festive season. However management further added that good

monsoons can boost rural sales going forward. Company will introduce 15 product offerings

by Mar 2014.

The operating EBITDA for the 2QFY14 came at Rs 833 Cr and OPM stands at 14.55%.The 

RM cost as % of net sales stands at 72 % for the quarter under review. Management said

that the improvement in the OPM came on the back of company’s strategy of cost saving

target of achieving Rs 15 Bn of annual savings by FY2017-18. The key areas of focus

are—(1) localization of components (imported components form 15% of net sales) and (2)

savings on freight costs. Moreover Company indicated that they would achieve Rs 60 Cr-80

Cr cost savings in 2HFY14,which would boost margins. Company has not given any price

hike to suppliers in 2QFY14 and cost pressures will increase in 2HFY14 due to Rupee

depreciation. 

Hero MotoCorp Limited

Good Performance But Not Convincing 

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

52wk Range H/L 2127/1434

-

Market Data

BSE Code 500182

HEROMOTOCO

"NEUTRAL"
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The average selling prices for the vehicle in

2QFY14 Rs 38921 verses Rs  38921 in 2QFY13.

(Source: Company/Eastwind)

SALES & PAT TREND

Management said that the improvement in

the OPM came on the back of company’s

strategy of cost saving target of achieving Rs

15 Bn of annual savings by FY2017-18.

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

Realization Per Vehicle 

(Source: Company/Eastwind)

Hero MotoCorp Limited

OPM & NPM TREND

(Source: Company/Eastwind)

Net sales of Rs 5696 Cr up by 10.6% YoY,

which was above street expectation and

largely driven by better-than-expected spare

part and scooter sales. 

Narnolia Securities Ltd,


