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Sector View

GST 2.0 reform brings early festive cheer for Auto Space p_ive

Government has announced GST 2.0 reforms which aims to rationalize the current
multi-slab structure into a simpler framework, with two main rates of 5% and 18%,
and a higher 40% slab for luxury and sin goods. For the auto sector, this overhaul
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Fundamental Drives for growth

¢ Rationalisation of personal
income tax (new regime)

Our View: The rate rationalisation marks a structural positive for the auto
sector. Lower GST on entry-level cars, two-wheelers, and three-wheelers should
lift demand in price-sensitive segments consequent to price cuts.

e GST rate cut

. . L ) e 8% pay commission roll out
e  For compact cars GST revision will result in price cut & demand upliftment

wherein major beneficiaries will be Maruti Suzuki, Hyundai Motors, Tata
motors and Mahindra & Mahindra. The segment is expected to grow 5-8%
in FY26E, a sharp upgrade from earlier muted guidance (1-3%).

e Benchmark interest rate cut
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e Lower effective tax incidence on large cars & SUV is expected to benefit
M&M the most followed by PV players like Maruti, Hyundai & Tata Motors

e Uniform GST rate of 5% on EV’s is a welcome step as it removes ambiguity
over rise in rates for high end premium EV’s befitting M&M.

e For 2-W’s <=350cc GST is revised from ~28-31% to 18% and will benefit
Bajaj auto & Eicher motors. Only vehicle category which will witness a price
hike will be the motorcycle category with >350cc which will now subject to
40% tax rate vs. 31% in the past and is sentimentally negative for Eicher
Motors (drives ~9% volumes from this segment vs. ~1.4% for the industry).
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In essence all Passenger Vehicles, Commercial Vehicles, 3-W & 2- W (<=350 cc)
will witness a price cut. It shall benefit all players in the value chain ranging from
OEMSs to ancillary. With greater visibility of growth, we upgrade our valuation
multiples for the mentioned players and await volume green shoots before building
the same in our forward estimates. Our top bet in the OEM space would be Maruti
Suzuki (BUY, Target Price: X 17,160), Mahindra & Mahindra (BUY, Target Price:
X 4,180) and Ashok Leyland (BUY, Target Price: X 155). While we see maximum
upsides in Sansera Engineering (BUY, Target Price: X 1,620), Lumax Auto Tech
(BUY, Target Price: X 1,285) and Steel Strip Wheels (BUY, Target Price: X 290) in
our ancillary coverage. While this is structurally positive for Hyundai Motors and
Uno Minda as well, however we feel valuations are broadly full in both the counters
and hence advising HOLD. Exciting times lie ahead for auto sector going forward!



o

1 Sector Update | Auto

Exhibit 2: Mahindra & Mahindra Exhibit 3: Maruti Suzuki

ICICI Direct Research

Exhibit 4: Tata Motors
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Exhibit 11: Lumax Auto technologies

Exhibit 12: Sansera Engineering
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Exhibit 14: Uno Minda
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Exhibit 13: Steel Strips Wheels
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
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indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.
ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
— INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi,
Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various
subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of
which are available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
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confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
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This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment
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ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any
other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger
or specific transaction.
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did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither
ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last
day of the month preceding the publication of the research report.
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