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Strengthening core, scaling global...

About the stock: Eicher Motors (EML) is the market leader in the >250 cc premium
motorcycle segment (market share ~88%) through its aspirational models under the
Royal Enfield (RE) brand, such as Bullet, Classic, Himalayan, Interceptor, etc.

e EML via its JV with Volvo i.e. VECV (EML has 54.4% stake), also has a
sizeable presence in the CV space (8.6% FY25 market share)

Q2FY26 Results: On the consolidated basis, total operating income for the
quarter came in at 6,172 crore (up 45% YoY) amid healthy Royal Enfield sales
volume at 3.26 lakh units (up ~43% YoY). EBITDA in Q2FY26 came in at 1,512
crore with corresponding EBITDA margins at 24.5% (up 60 bps QoQ). Resultant
PAT for the quarter stood at 1,369 crore (up 24.5% YoY). Share of profits from the
VECV arm stood at X135 crore with EBITDA margins at 8% (down 100 bps QoQ)

Investment Rationale:

e  GST Rationalization: Structural boost for the industry: Government has
announced GST 2.0 reforms thereby reducing GST rates for the automobile
sector across the segments and value chain, small cars, 2-W’s up to 350cc,
and 3-Ws will now attract 18% GST vs. 28% earlier which enables the 2W
domain to expect healthy volume growth in FY26E led up upbeat demand
sentiments in the rural economy amid healthy farm produce and positive
2025 monsoons. Domestically, RE dominates in the premium segment,
where it has a ~84% market share in the 250-750cc category. RE drives
91% of its volume from the <350cc segment and hence will benefit from
GST 2.0 reforms. In Q2FY26 RE had model refreshes such as Meteor 350 &
new Hunter 350 colour-ways which kept them well engaged with its target
consumers. Going forward, festive demand momentum, and GST-driven
demand imply continued strength for RE in H2FY26E.

e  Growth visibility through new product pipeline & expanding global
footprint: The company is entering a multi-year upcycle driven by a
refreshed and expanding portfolio which include recent updates to the
Meteor, Classic and Hunter lines, new colourways, and the steady ramp-
up of premium platforms such as the Himalayan and Shotgun all of which
have materially lifted inquiry-to-booking conversions and supported
record quarterly volumes. Simultaneously, the brand gaining with exports,
growing sharply (~49% YoY) and RE now ranking among the top three
midsize motorcycle brands in major markets such as the UK, LATAM,
Australia. Additionally, RE's EV platform “Flying Flea” has seen strong
global interest following showcases of models. With upcoming new
launches in pipeline coupled with tangible steps being taken in the EV
space, there exits healthy growth longevity for Royal Enfield franchise.

Rating and Target Price

e Eicher stands well-positioned to sustain its growth momentum, backed by
a strong brand, disciplined cost control, and prudent capital allocation.
With tailwind expected from GST 2.0 reforms in the coming months, we
continue to assign BUY rating on the stock. EML has capital efficient
business model & cash positive b/s. We value EML at X 7,850 (SOTP basis)

Key Financial Summary

Key Financials 5 year CAGR
® crore) Fy21 FY22 FY23 FY24 FY25 (FY20-25)
Net Sales 8,720.4 10,297.8 14,4422 16,5358 18,8704 15.6%
EBITDA 1,781.3 2,172.2 3,443.6 4,326.9 4,712.0 16.7%
EBITDA Margins (%) 20.4 21.1 23.8 26.2 25.0
Net Profit 1,346.9 1,676.6 2,913.9 4,001.0 4,734.4 21.0%
EPS R) 49.3 61.3 106.5 146.1 172.7
P/E 136.0 109.3 62.9 45.8 38.7
RoNW (%) 11.8 13.3 19.4 22.2 22.2
RoCE(%) 11.3 13.3 18.8 19.9 27.0
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Particulars

Particular X crore
Market Capitalization 1,83,111
Total Debt (FY25) 266
Cash & Invts (FY25) 16,569
EV (R crore) 1,66,809
52 week H/L (R) 7,124/ 4,644
Equity capital X 27.4 Crore
Face value X1

Shareholding pattern
Dec-24 Mar-25 Jun-25 Sep-25
Promoter 49.1 49.1 49.1 49.1

Fll 25.4 25.0 25.8 27.0
DIl 16.1 16.6 15.7 14.6
Other 9.4 9.4 9.4 9.3
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Recent event & key risks

e Posted a healthy show in
Q2FY26. Built in 12% CAGR in
RE sales volumes over FY25-28E

e Key Risk: (i) margin pressure due
to rise in commodity prices
(metals) (i) slower than

anticipated volume growth
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3 year CAGR

FY26E FY27E FY28E (FY25-28E)

22,420.2 24,0375 26,482.4 12.0%

5,439.1 5,853.4 6,525.1 11.5%
24.3 24.4 24.6

5,230.5 5,725.2 6,380.3 10.5%
190.8 208.8 232.7
35.0 32.0 28.7
21.3 20.2 19.6
26.9 254 24.7

Source: Company, ICICI Direct Research
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Q2FY26 Earnings Conference Call Highlights

Royal Enfield: RE volumes were at 3.27 lakh units, marking a 43% YoY
growth. helped by refreshed Meteor/Media 350, new Hunter 350
colorways and renewed interest in Bullet/Classic ranges; the midsized
(350cc) segment share remains dominant (~84%). Management
highlighted record bookings, rising walk-in and online conversion rates
(inquiry—booking up ~10 percentage points). The GST rate change
materially boosted inquiries and demand for 350cc bikes.

VECV Performance: Q2FY26 volumes stood at 21,910 units, and revenue
rose 10% YoY to 6,106 crore. Q2 EBITDA margin was at 8% down from
9% in Q1FY26 but up from 7.3% in Q2FY25 a year ago. VECV achieved
leadership in the Light & Medium Duty Truck (5-18T) segment. Overall
market share reached 18.5%, led by continued leadership in LMD trucks
(34.8% share) and a strong showing in exports, where volumes grew 61%
and market share rose to 15%.

International Operations: International business is recovering and
growing: RE reported ~54,364 international units in the quarter and H1
international growth of ~49% (~78,548 YTD). Strong markets include
Brazil, parts of LATAM (Argentina, Colombia), Nepal, Bangladesh and
some EU/UK traction; RE ranks #2 in several midsize markets (UK,
Argentina, Thailand, Korea) and #3/#4 in others (Brazil, Australia, EU).
Export retail remains healthier than wholesale as inventories and
CKD/seasonal mix normalize.

Others: Margins expanded in absolute terms but saw mixed drivers:
commodity headwinds (aluminum and related inputs) created ~40 bps
pressure while price increases contributed ~50 bps tailwind; marketing
and brand investments remain deliberate (management focused on
absolute profits and will continue brand / community spends).

Outlook: Management is constructive on H2: festive demand momentum,
improved run-rates in Oct/Nov and GST-driven demand imply continued
strength for RE in H2; VECV expects a better H2 as infrastructure activity
and freight movement pick up (noting heavy-duty may remain subdued
while light/medium segments and exports look healthier).

Exhibit 1: Quarterly Variance Analysis

Q2FY26 Q2FY25 YoY (%) Q1FY26 QoQ (%)
Total Operating Income 6,172 4,263 44.8 5,042 22.4
Raw Material Expenses 3,326 2,095 58.8 2,594 28.2
Purchase of traded goods 149 187 -20.6 218 -31.8
Employee Expenses 418 346 20.7 374 11.8
Other expenses 767 547 40.3 652 17.6
EBITDA 1,512 1,088 39.0 1,203 25.7
EBITDA Margin (%) 24.5 25.5 -102 bps 23.9 63 bps
Other Income 351 354 -0.8 446 -21.3
Depreciation 200 180 10.8 198 0.8
Interest 19 13 45.8 15 28.6
Total Tax 410 262 56.5 388 5.6
PAT 1,369 1,100 24.5 1,206 13.6
Key Metrics
Royal Enfield Volumes 326,375 227,872 43.2 265,528 22.9
Royal Enfield ASP () 178,047 181,350 -1.8 181,539 -1.9
VECV Volumes 21,901 20,774 5.4 21,610 1.3
VECV ASP (R lakhs) 27.9 26.7 4.6 26.2 6.2

Source: Company, ICICI Direct Research
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Capacity: Royal Enfield has been
debottlenecking and expanding modular
capacity: base capacity was ~1.2m pa,
ramped up to ~1.3-1.35m through
debottlenecking and interim modules, and
management has kicked off an additional
module (to come online from Q1 next year)
to meet rising 350cc demand; they retain
headroom across existing land/plant
footprints.



f Result Update | Eicher Motors ICICI Direct Research

Exhibit 2: Assumptions

FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E  FY28E
Royal Enfield volumes (lakh 83 7.0 6.1 6.0 83 9.1 10.1 12.1 131 14.1
units)

Royal Enfield ASP/unit @ 118 1.29 1.40 166 166 173 1.80 179 181 184
lakh/unit)

VECV volumes 72860 48786 41265 57,077 79,623 85560 90,163 96,733 103504 1,09,715

Source: ICICI Direct Research

Exhibit 3: Change in Estimates

FY26E FY27E FY28E
(X Crore) Old New % Change Old New % Change  Introduced
Revenue 20,564 22,420 9.0 22,948 24,038 47 26,482
EBITDA 5,009 5,439 8.6 5718 5,853 24 6,525
EBITDA Margin (%) 244 243  -10bps 249 244 -57bps 246
PAT 4,913 5,231 6.5 5,572 5,725 28 6,380
EPS R) 179 191 6.5 204 209 28 233

Source: ICICI Direct Research

Exhibit 4: SOTP valuation

Amount Remarks

Two-wheeler business-Royal Enfield

FY27-28E Average EPS (R)
Target PE multiple(x)

Per share value (X)

Target market cap (X crore)

CV business-VECV

FY27-28E Average PAT (X crore)
Target PE multiple(x)

Target market cap (X crore)
Contribution towards EML

Target market cap towards EML (X crore)
Per share value-VECV Eicher (%)

Total target market cap (X crore)
Per share value (X))

199

35.0
6,970
1,90,847

Valued RE business at 35x P/E

1,758
25.0
43,942
0.54
23,905
880
2,14,751
7,850

Valued VECV business at 25x P/E

EML has 54.4% stake in VECV

Source: ICICI Direct Research

Exhibit 5: Eicher Motors trades at ~29x PE on 2 year forward basis vs. its long period average placed at ~32x
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Financial Summary

(Year-end March) FY25 FY26E FY27E FY28E (Year-end March) FY25 FY26E FY27E FY28E
Total operating Income 18,870 22,420 24,038 26,482 Profit after Tax 4,734 5,231 5,725 6,380
Growth (%) 14.1 18.8 7.2 10.2 Add: Depreciation 729 830 913 1,006
Raw Material Expenses 9,790 12,113 13,283 14,634 (Inc)/dec in Current Assets (504) (540) (267) (403)
Employee Expenses 1,391 1,572 1,663 1,782 Inc/(dec) in CL and Provisions 697 534 340 514
Other Expenses 2,470 2,797 2,954 3,229 CF from operating activities 4,353 4,623 5,154 5,801
Total Operating Expenditure 14,158 16,981 18,184 19,957 (Inc)/dec in Investments (2,398) (2,500) (3,000) (3,500)
EBITDA 4,712 5,439 5,853 6,525 (Inc)/dec in Fixed Assets (1,225) (1,200) (1,200) (1,200)
Growth (%) 8.9 15.4 7.6 115 Others 879 1,174 1,291 1,434
Depreciation 729 830 913 1,006 CF from investing activities (2,743) (2,526) (2,909) (3,266)
Interest 54 57 60 63 Issue/(Buy back) of Equity - - - -
Other Income 1,305 1,431 1,558 1,697 Inc/(dec) in loan funds 9) (50) (50) (50)
PBT 5,233 5,983 6,438 7,153 Dividend paid & dividend tax (1,915) (1,915) (2,051) (2,188)
Others - - - - Others 431 - - -
Total Tax 1,199 1,494 1,610 1,788 CF from financing activities (1,493) (1,965) (2,101) (2,238)
PAT 4,734 5,231 5,725 6,380 Net Cash flow 117 132 144 297
Growth (%) 18.3 10.5 9.5 114 Opening Cash 146 263 395 539
EPS ) 172.7 190.8 208.8 232.7 Closing Cash 263 395 539 836
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

(Year-end March) FY25 FY26E FY27E FY28E  (Year-end March) FY25 FY26E FY27E FY28E
Liabilities Per share data [R)

Equity Capital 27.4 27.4 27.4 27.4 EPS 172.7 190.8 208.8 232.7
Reserve and Surplus 21,269 24,585 28,259 32,451 Cash EPS 199.8 2216 242.7 270.1
Total Shareholders funds 21,296 24,613 28,286 32,479 BV 778.7 899.9 11,0342 11,1875
Total Debt 266 216 166 116 DPS 70.0 70.0 75.0 80.0
Deferred Tax Liability 493 493 493 493 Cash Per Share 605.8 702.0 817.0 955.8
Others 935 996 1,038 1,088 Operating Ratios (%)

Total Liabilities 22,991 26,318 29,984 34,177 EBITDA Margin 25.0 243 244 246
Assets PBT / Net sales 316 30.4 30.6 30.8
Gross Block 7,521 8,671 9,821 10,971 PAT Margin 25.1 233 23.8 24.1
Less: Acc Depreciation 4,048 4,877 5,791 6,797 Inventory days 30.2 30.0 30.0 30.0
Net Block 3,473 3,794 4,030 4,174 Debtor days 10.6 10.0 10.0 10.0
Capital WIP 491 541 591 641 Creditor days 48.9 45.0 45.0 45.0
Total Fixed Assets 3,965 4,335 4,622 4,816 Return Ratios (%)

Investments 19,447 22,247 25,547 29,347 RoE 222 213 20.2 19.6
Inventory 1,564 1,843 1,976 2,177 RoCE 27.0 26.9 254 24.7
Debtors 550 614 659 726 RolC 119.4 122.1 122.3 129.4
Others 1,044 1,241 1,330 1,465 Valuation Ratios (x)

Cash 263 395 539 836 P/E 38.7 35.0 320 28.7
Total Current Assets 3,420 4,093 4,503 5,204 EV/EBITDA 354 30.2 27.5 241
Creditors 2,530 2,764 2,964 3,265 EV /Net Sales 8.8 7.3 6.7 5.9
Provisions 123 134 144 158 Market Cap / Sales 9.7 8.2 7.6 6.9
Others 1,531 1,819 1,950 2,149 Price to Book Value 8.6 7.4 6.5 5.6
Total Current Liabilities 4,184 4,717 5,058 5,572 Solvency Ratios

Net Current Assets (763) (625) (554) (368) Debt/Equity 0.0 0.0 0.0 0.0
Other Non current asset 342 361 369 382 Current Ratio 0.9 1.0 1.0 1.0
Application of Funds 22,991 26,318 29,984 34,177 Quick Ratio 0.5 0.5 0.5 0.5

Source: Company, ICICI Direct Research
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Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours 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%
} |
ﬂ[c.fcl direct.com No
favesiom mn]c::;r:w#mn:rrps BHOKEH
ICICI Securities Ltd, |[@l 75 asmine
"\__ Analhyst Award 2012 T
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), Bhavish Doshi, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or
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
— INHO000000990. 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
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons
reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to
focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and
Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
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
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities
indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

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
or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make
their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of
independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. ICICl Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results
may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

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.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the

companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts
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.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of
one percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within
such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may

come are required to inform themselves of and to observe such restriction.
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