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Bajaj Auto Ltd reported In-line; Stable margin at 20.7%.Standalone revenue stood at INR 152,203
Mn, above our estimate of INR 152,208 Mn registering a growth of 18.8% YoY/up by 2.0% QoQ.
EBITDA stood at INR 31,605 Mn, slightly below with our estimate of INR 31,840 Mn, registering a
growth of 22.5%YoY/ up by 3.6%QoQ.On the margins front, EBITDA margin up by 31bps
QoQ/61bps YoY to 20.7% in line with our estimate of 20.9%.Standalone PAT grew 18.7%YoY/ up
0.9%QoQ to INR 25,028 Mn and adj PAT 25,795.6 in-line with our estimate of INR 25,918 Mn. In
Consolidated, In FY25, the Group recognized a net consolidated loss of INR 915.48 cr on its
investment in erstwhile associate Pierer Bajaj AG (now Bajaj Auto International Holdings AG).
This comprised a share of loss of INR 314.55 cr (equity method) and an impairment loss of INR
600.93 cr on the carrying value of the investment. The share of loss included a proportionate
gain of INR 3,075.11 cr arising from KTM AG’s liability write-back following the creditors’
meeting on 25 February 2025. The impairment was determined based on value-in-use
assessment post KTM AG’s restructuring, factoring in revised long-term cash flows and potential
downside risks.

Margin Sustainability supported by Mix and FX Tailwinds: The business operates with a
structurally higher margin profile, supported by sustained ~20%+ EBITDA margins despite
absorbing GST hikes, EV incentive withdrawal, and raw material inflation. Margin resilience is
supported by operating leverage, favorable FX, a richer mix from premium motorcycles and
exports, and PLI benefits. Importantly, EVs earlier viewed as margin dilutive—now deliver double-
digit EBITDA margins, materially reducing structural drag. While commodity volatility persists,
pricing flexibility, mix levers, and FX tailwinds help cap downside risk. This positions margins as
structurally sustainable rather than peak-cycle driven.

Domestic Premiumization Drives Market Share: The domestic motorcycle cycle has turned
favorable post-GST rationalization, with industry growth trending ~12-15% and faster growth in
125cc+ and 150cc+ segments. Bajaj is well-positioned to capture this premiumization through an
aggressive refresh of the Pulsar portfolio and upcoming launches. Recent product interventions
have already initiated market-share recovery in core segments. As volumes scale in higher-ASP
categories, operating leverage and mix benefits further enhance profitability. This creates a
virtuous cycle of growth, share gains, and margin stability.

Exports Provide Diversified, Scalable Growth Engine: Exports have re-emerged as a structural
growth pillar, with volumes sustaining above 200k units per month and revenues on track for an
all-time high in USD terms. Growth is broad-based across LatAm, Africa, and Asia, reducing
reliance on any single geography. Market-share gains in key overseas markets indicate
competitive strength rather than cyclical rebound. Higher export mix also supports margins
through better realizations and FX tailwinds. This diversification improves earnings visibility and
reduces dependence on the domestic cycle.

Outlook and valuation

The motorcycle industry is expected to grow ~12-15% in the near term, with the company
positioned to outperform in the 125cc+ and 150cc+ segments as recent and upcoming product
interventions aid market-share recovery. Exports are on track to deliver the highest-ever USD
revenue, with volumes sustaining above 200k units per month, driven by broad-based geographic
diversification. Margins are expected to remain resilient in the ~20%+ EBITDA band, despite near-
term raw material inflation, supported by FX tailwinds, operating leverage, mix improvement, and
improving EV profitability. The EV business has crossed a profitability inflection with double-digit
EBITDA margins, while consolidation and execution of the KTM turnaround from next quarter
adds medium-term optional upside. Earnings visibility into FY27 remains strong, with risks largely
confined to commodity volatility and macro-driven demand shocks rather than structural
weaknesses. Hence, we value Bajaj Auto at a P/E of 25x its FY 28E EPS of INR 453.6 for a fair
value of INR 11,340 and INR 218 for KTM stock valuation to arrive at a final increased target
price of INR 11,558 using the SOTP method for Bajaj's stake in KTM. We maintain our Buy rating
on the stock.

Exhibit 1: Financial

Net Sales EBITDA PAT EPS(INR) EBITDA Margin % P/E (x)

FY25 5,00,103 1,00,988 81,514 292.1] 20.19 32.8
FY26E 5,80,499 1,17,359 96,600 341.4 20.220  28.1
FY27E 6,69,113 1,36,211 1,11,159 392.8 20.36 244
FY28E 7,77,306 1,58,994 1,28,355 453.6) 2045  21.]

Source: Arihant Research, Company Filings
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Margin

Supported by strong operating leverage from record volumes, favorable FX realization,
richer mix from premium motorcycles and exports, PLI benefits, and improving EV unit
economics with the EV portfolio now delivering double-digit EBITDA margins together
sustaining a structurally higher ~20%+ EBITDA band. These tailwinds are partly offset by
near-term headwinds from raw-material inflation (notably noble metals, aluminium and
copper), with ~50-60 bps pristine RM inflation expected in Q4, of which ~50% has
already been offset via pricing additional pressures stem from conscious absorption of
the PM E-DRIVE incentive withdrawal in electric 3w, the GST hike on 350cc+
motorcycles, and temporary mix dilution from rapid electric scooter scale-up. Overall,
management’s ability to flex pricing, leverage FX and mix, and benefit from EV scale
suggests limited downside to margins despite commodity volatility, keeping medium-
term profitability structurally resilient.

Investment

Transition from a single-cycle domestic 2W story to a multi-engine earnings
compounder, driven by (i) premiumization in domestic motorcycles, (ii) structurally
stronger exports, (iii) EV profitability inflection, and (iv) optional upside from KTM
consolidation.

Raw Material

Input costs remain inflationary, led by noble metals, aluminum, copper, nickel, and lead,
partially offset by softer steel and ABS. Q3 absorbed a ~50 bps price—cost mismatch due
to deferred pricing. For Q4, management guides 50-60 bps pristine RM inflation, with
~50% already offset via pricing. Residual impact is expected to be managed through FX
tailwinds, mix improvement, operating leverage, and EV margin uplift, limiting downside
to margins.

Market Share

After temporary pressure in FY25-Q1 FY26, market share recovery has commenced in
the crucial 150cc+ Pulsar franchise, supported by 7 product interventions since Nov’25.
Management expects to outperform industry growth in both 125cc and 150cc+
segments, aided by premiumization trends and an aggressive refresh cycle. In CVs,
leadership remains entrenched with 70%+ ICE share and 85%+ CNG share, alongside
regained leadership in E-Autos.

Partnerships

Bajaj continues to leverage partnerships as growth multipliers. The KTM—-Triumph joint
showroom strategy (50 operational, 100+ planned by March) enhances reach and dealer
viability, while Bajaj Auto Credit Ltd (BACL) deepens ecosystem control with 45%
financing penetration. Internationally, synergies across Bajaj—KTM systems are expected
to improve sourcing, cost structures, and product execution over time.

Labour Code

A one-time exceptional charge of INR 61 cr was recognized towards gratuity following
amendments under the New Labour Code. The company clearly categorized this as non-
recurring, with no bearing on underlying operating cost trajectory or medium-term
margin

Pricing

Bajaj consciously absorbed (i) PM E-DRIVE incentive withdrawal (INR 23-25k/unit) in
electric three-wheelers and (ii) GST hike on 350cc+ motorcycles (31% >40%) to protect
volumes and accelerate market share. Pricing actions were deferred in Q3 to ride festive
demand and partially implemented in Q4, underscoring a volume-led, share-first
strategy rather than knee-jerk margin defense.
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New Launches

The company executed 7 launches/upgrades in the Pulsar 150cc+ range and has 8
additional interventions planned over the next four months, effectively refreshing the
entire Pulsar portfolio. Beyond Pulsar, management indicated (i) a new 125cc brand,
(ii) expansion of the Dominar portfolio, and (iii) exploration of on/off-road formats,
potentially using dormant brands creating sustained product optionality beyond FY26.

KTM

Ownership in KTM AG increased to 75%, with full line-by-line consolidation from next
quarter. A clear turnaround plan is underway focusing on liquidity, management
rebuild, portfolio sharpening, and cost reduction. While near-term consolidation may
add volatility, successful execution positions KTM as a medium-term earnings and
brand upside, rather than a balance-sheet concern.

Investment
Strategic investments of INR 2,300+ cr into KTM and BACL were completed in 9M
FY26, with management indicating no further equity infusion into BACL.

Cash
Net cash remains strong at ~INR15,000 cr, preserving flexibility for growth,
partnerships, and shareholder returns.
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Exhibit 2: Quarterly result summary

‘

Standalone (INR mn) Q3FY26 Q2FY26 Q3FY25 QoQ (%) YoY (%)
Revenue 152,203 149,221 128,069 2.0 18.8
- Raw material 106755 104556 91327 2.1 16.9
(% of net sales) 70 70 71 7bps -117bps|
- Staff expenditure 4194.2 4096.6 3864.5 2.4 8.5
(% of net sales) 2.8 2.7 3.0 1bps -26bps|
- Other expenditure 9648.7 10051.2 7069.7 (4.0) 36.5
(% of net sales) 6.3 6.7 5.5 -40bps 82bps|
Total expenditure 120,598 118,704 102,261 1.6 17.9
EBITDA 31,605 30,517 25,807 3.6 22.5
EBITDA Margin (%) 20.76 20.45 20.15 31bps 61bps|
Depreciation 1119.4 1117.1 996.7 0.2 12.3
EBIT 30,486 29,400 24,811 3.7 22.9
Interest 25.6 143.7 143.1 (82.2) (82.1)
Other Income 3419.6 3691.9 3347 (7.4) 2.2
Adj PBT 33,880 32,948 28,015 2.8 20.9
Labour Code 613 - - - -
PBT post Excepational 33,266 - - - .
Tax 8238.3 8150.3 6927.2 1.1 18.9
PAT 25028.1 24797 .4 21087.3 0.9 18.7
Adjusted PAT 25795.6 24797.4 21087.3 4.0 22.3
EPS (INR) 89.70 88.80 75.50 1.0 18.8
Total Volumes (Nos) 1,341,252 1,294,120 1,224,472 3.6 9.5
Net Realisation (INR) 113,479 115,307 104,591 (1.6) 8.5
EBITDA / Vehicle (INR) 23,564 23,581 21,076 (0.1) 11.8
Geographical mix Q3FY26 Q2FY26 Q3FY25 YoY(%)
Revenues (INRm):

Domestic 110,889 114,462 95,569 (3.1) 16.0
Exports 610,215 553,327 32,500 10.3 1,777.6
Total 721,104 667,789 128,069 8.0 463.1
Volumes (In nos):

Domestic 731,037 740,793 707,105 (1.3) 3.4
Exports 610,215 553,327 517,367 10.3 17.9
Total 1,341,252 1,294,120 1,224,472 3.6 9.5
Realisations (INR):

Domestic 151,687, 154,513 135,155 (1.8) 12.2
Exports 1,000,000 1,000,000 62,817 0.0 1,491.9
Total 537,635 516,018 104,591 4.2 414.0

Source: Arihant Research, Company Filings
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Exhibit 3: Strong Margin expansion led by cost optimization

21.00 s 20.76
20.50 20.1 20.1 20.2 202 2015 2017 e

20.00
19.50

19.00
18.50

18.00
Q4FY23 Q1FY24 Q2FY24 Q3FY24 QA4FY24 QI1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26

Exhibit 4: The volume increase due to the robust momentum of the sports portfolio
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Exhibit 5: Steady growth in EBITDA/Vehicle
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Exhibit 6: The company seen steady in RM costs which is benefits for the Margin
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Profit & Loss Statement (Standalone)

Balance Sheet (Standalone)

Particulars (INR mn) FY25 FY26E FY27E Particulars (INR mn) FY25 FY26E FY27E FY28E
Net sales 500,103 5,80,499 6,69,113 7,77,308 |coqh g pank 13286 116373  1,87,210  2,77,087
u

Growth, % 11.9 16.1 153 16-2  lnvestments 243,683 246,120  2,48,581  2,51,067

RM expenses 3,53,374 402,866 467,710 544,114
Debtors 22,826 26,496 30,541 35,479

Employee expenses 15,794 17,026 18,354 19,786
Other expenses 29,947 43247 46,838 54417 [OVENtOry 19,579 22,726 26,196 30431
EBITDA (Core) 1,00,988 1,17,359  1,36,211 1,58,994 Loans & advances 10,847 10,847 10,847 10,847
Growth, % 14| 16 16 17 [Other current assets 67,640 68,993 70,373 71,780
Margin, % 20.2 20.2 20.4 20.5/ [Total current assets 1,51,500 2,14,504 2,94,235| 3,94,693
Depreciation 4,001 4,322 4,672 5,022 [Gross fixed assets 84,113] 91,113 98,113 1,05,113
EBIT 96,987 1,13,037] 1,31,538 1,53,972 | ess: Depreciation 51,859 56,080 60,752 65,775
(Growth, % 14 17 16 17 |add: capital WiP 260 260 260 260

Margin, 9 19.4 19.5 19.7 19.8
argin, % Net fixed assets 32,514 35293 37,620 39,598

Other income 14,209 15,630 16,412 17,232
- Total assets 3,44,823  4,02,428  4,74,490  5,63,748

Interest paid 677 720 720 1,198
(Current liabilities 80,358 90,923 1,03,329  1,18,941
Non-recurring Items ] ] 1 |Provisions 2,515 2,565 2,617 2,669
Pre-tax profit 1,10,519 1,27,947] 147,230 1,70,008 |roi5) cyrrent liabilities 82,873 93488 105946  1,21,610
Non-current liabilities 2,61,950  3,08,939  3,68,544 442,138

Tax provided 29,005 31,347 36,071 41,652
- Total liabilities 23,354 23,354 23,354 23,354

Profit after tax 81,514 96,600 1,11,159  1,28,355
) Paid-up capital 2,793 2,894 2,894 2,894

Exceptional Items E E E
Net Profit 81,514 96,600 1,11,159 1,28,355 Reserves & surplus 3,18,677 3,76,180 4,48,242| 5,37,501)
Growth, % 9 19 15 15| [Shareholders’ equity 3,21,469 3,79,074 4,51,136 5,40,394
Net Profit (adjusted) 81,514 96,600 1,11,159  1,28,355 [Total equity & liabilities 3,44,823  4,02,428  4,74,490  5,63,748

Cash Flow (Standalone)

Ratios (Standalone)

Particulars (INR mn) FY25 FY26E FY27E FY25 FY26E FY27E FY28E
Pre-tax profit 1,10,519 1,27,947| 1,47,230 1,70,006

EPS (INR) 292.1 341.4 392.8 453.6
Depreciation 4,001 4,322 4,672 5,022
(Ch in working capital 62,823 26,306 3564 5082 PER(X) 328 281 244 21
[Total tax paid -25,5900  -31,347]  -36,071 -41,652 [Price/Book (x) 8.4 7.2 6.0 5.0
cFO 1,635 82479 73,693 88535 lev/EBITDA (x) 184 183 155 129
ICapital expenditure -7,017 -7,000 -7,000 -7,000
(Chg in marketable EV/Net sales (x) 4.7, 4.0 3.4 2.8
securities E E E B

RoE (%) 28.6) 27.6 26.8 25.9
IChg in investments 1,242 -2,437 -2,461 -2,486
ICFI 8,434 6,194 6,951 7,747 RoCE (%) 37 35 34 33
Free cash flow -8,653] 75,479 66,695 81,535 [Fixed Asset turnover (x) 5.9 6.4 6.8 7.4
Debt raised/(repaid) 10,787.90) R 1 1 [Dividend Yield (%) 1.4 1.4 1.4 1.4
Dividend (incl. tax) -39,096 -39,096 -39,096 -39,096 Receivable (days) 17 17 17 17
ICFF -28,985 -39,817] -40,295 -40,392

Inventory (days) 16 17 18 19
Net chg in cash -22,186 48,855 40,351 55,889
Opening cash balance 5366 13,286 1,16,373 1,87,210 [ayable(days) 57 £l 26 59
Closing cash balance 13,286)  1,16,373]  1,87,210  2,77,087 [Net D/E ratio (x) (0.7) (0.8) (0.9) (0.9)

Source: Arihant Research, Company Filings
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014.
Arihant Capital Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under
SEBI, and is also a Point of Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML is
registered with SEBI with Research Analyst Registration Number INHO00002764, Stock Broker Registration Number
INZ000180939, and is a Trading Member with NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and
NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by
its Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a
financial interest in securities or derivatives of companies they cover, though they may hold stock in the companies
they analyze. The recommendations provided by ACML's research team are based on technical and derivative
analysis and may differ from fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the
companies covered in the research report at the time of publication. Furthermore, ACML, its analysts, and their
relatives have no ownership greater than 1% in the subject companies as of the month prior to publication. ACML
guarantees that the compensation for its research analysts is not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in
market-making activities for any of the subject companies. Additionally, the research report does not reflect any
conflict of interest and is not influenced by specific recommendations made. Neither ACML nor its analysts have
received compensation for investment banking or brokerage services from the subject companies in the last 12
months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of
ACML, which operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when
offering recommendations or opinions through public media. The report is intended for informational purposes only
and is not an offer or solicitation for the purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based
on publicly available data believed to be reliable but has not been independently verified, and no guarantees are
made about its accuracy. All opinions and information contained in the report are subject to change without notice.
ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer
to buy or sell securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may
have positions in the securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for
distribution where it would violate local laws. Investors are advised to consider their financial position, risk tolerance,
and investment objectives before engaging in transactions, particularly in high-risk financial products such as
derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared
using publicly available information and internally developed data, though ACML does not guarantee its
completeness or accuracy. Historical price data for securities can be accessed via official exchanges like NSE or BSE.
ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies
mentioned in this report. In compliance with SEBI regulations, ACML maintains comprehensive records of research
reports, recommendations, and the rationale for those recommendations, which are preserved for at least five years.
An annual compliance audit is conducted by a member of the ICAI or ICSI to ensure adherence to applicable
regulations. This report is issued in accordance with applicable SEBI regulations and does not guarantee future
performance or returns.
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