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CMP : Rs. 1601
Rating : Buy
Target : Rs. 1,809

Company Update

KEY AT Bajaj Auto Limited

Market Cap (Rs. bn) 463.3

Market Cap (USD mn) 92056 Bajaj Pulsar 2012- Oh No, the goal post moves again
52 WK High / Low 1822 /1189 )

Avg Daily Volume (BSE) 51437 " . .
Face Value (Rs.) 10

BSE Sensex 17194

Nifty 5199

BSE Code 532977

NSE Code BAJAJ-AUTO

Reuters Code BAJA.BO

Bloomberg Code BJAUT IN

Shareholding % 1Q12 2Q12 3Q12

Promoters 500 50.0 50.0

MF/Banks/Indian Fls 8.0 8.0 8.0

FIl/ NRIs/ OCBs 16.0 16.0 17.0

Indian Public 26.0 26.0 25.0

Performance Chart
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0 o We have been stressing in our earlier reports that the next generation Pulsar would be a

EZE ::ZZ radical breakthrough in terms of design and technology, a benchmark for peers to

1360 a0 follow....mind you BAL has not disappointed us. BAL revealed the most anticipated bike - the

i 15200 Pulsar 200NS (NS stands for Naked Sports). It has great styling, is feature packed and is expected

{0 14000 to be a competition killer, giving nightmares to the likes of Heromoto Corp's (HMCL) Karizma
é é § é é é § é § R 2 ZMR, Yamaha's R15, FZ series, TVS Apache and even to the 50-75% more expensive Honda's
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CBR 250R. With a water-cooled 200cc, triple spark plug engine (a global first) dishing out a
mouth watering 23.5PS of power, the new Pulsar has definitely delivered to the expectations of
its hardcore fans. Icing on the cake is the pricing, which, BAL's MD Rajiv Bajaj expects to be
less than a lakh of rupees when the bike hits the streets in April 2012.

Price Performance (%) 3 M 6M 12M

Absolute (10.8) 5.5 23.8

Relative 79 10 300 Key Highlights of the new Pulsar 200NS

e Bajaj plans to sell the New Pulsar 200NS under INR 1,00,000. (Best value for money
without compromising on features

e  200cc Single Cylinder, SOHC 4 Valves, Liquid Cooled, Triple Spark Engine.
e  Producing peak power of 23.19 BHP @ 9500 rpm and 18.3 Nm of Torque @ 8000 rpm.

e  6-Speed Gearbox.

e  Fuel Economy of 58 kmpl @ a constant 55 kph.(reportedly the best in the 200-250cc class
in India)

e  Nitrox Mono Shock Absorber with independent gas canister at the rear.

o Petal Disc brakes both at the front and rear.

2'2#3 rn ;;;slég;‘?/?!:\gg;llyst ® BAIL claims a 0-60 kmph in 3.61 seconds and 0-100 kmph in 9.83 seconds.(Again best in

Tel. : 4000 2666 ) its class next only to its peer KTM 200)
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It would be difficult for the peers to
match BAL in terms of pricing while
BAL has huge export markets up for
grabs with its new Pulsar. KTM and
Kawasaki are interested in selling the
bike in global markets which stands
testimony to the faith they have in the
product.

A deep look into the cost savings and BAL's aggressive pricing strategy vis-a vis KTM Duke
200 & the rest of the competition

e Just by ingeniously using a carburetor + triple spark-plugs + Single Overhead Cam (SOHC) +
smaller catalytic converter (catcon) setup, BAL has easily saved costs of ~Rs 20k. Add to it the
relatively thinner tyres, lack of the cast aluminum swing arm, the thinner (but equally wide as the
CBR 250R) conventional forks saves another Rs 20k.

e The SOHC set-up is simpler and costs much less to manufacture than a Double Overhead Cam
(DOHC) one, delivering slightly lower power. The three spark plugs aid in better combustion of
fuel while controlling emissions without using expensive technology like Fuel injection which
will jack up the price by a cool Rs15k. Lower emission has aided BAL to use a smaller catcon as
compared to a bigger one used on the KTM Duke 200 translating into lower cost. Fuel injection
would have improved the efficiency, but the gains wouldn't be substantial considering the cost.

Some clarifications from the management

On Phasing out of current Pulsars: Mr. Bajaj believes that the decision to phase out a product lies
with the customer and not with the manufacturer. He would rather let the market decide when to
phase out the old Pulsars. For now, the current lineup of Pulsars will keep selling alongside the new
machine. The new Pulsar wouldn't be sold in the Pr-biking showrooms which are strictly for KTM &
Kawasaki bikes from here on.

On production capacity for the new Pulsar: BAL's Chakan plant is capable of producing 100,000
Pulsar 200NS + KTM 200 Dukes (combined) per month. The assembly line is flexible, and depending
on the demand can ramp up production quickly for any given model.

On exports of Pulsar 200NS: The company anticipates that the domestic demand for the bike will
keep the plant busy for at least 6-12 months after its launch and any decision on exports will be taken
only after that phase has elapsed.

On higher Ad spends: There would be incrementally higher ad spends but wouldn't be too high.

On New products: The MD also mentioned that a 350cc KTM Duke is expected next year. We can
expect a bigger displacement Pulsar as well since the development goes hand in hand for Bajaj and
KTM in India. An all new commuter motorcycle (mostly part of the discover family) would be launched
by June'2012 and would borrow technical ques from the Pulsar 200NS.

BAL has benefitted from developing technologies indigenously and thus has avoided paying royalties
to global 2W giants, something what HMCL has been doing to Honda motor. In terms of sheer
profitability, BAL ranks as the most profitable automotive enterprise in the world with an EBITDA in
excess of 21%. One can hardly find any company which is the most profitable while also pricing it’s
products much cheaper than the competition.

Our Take

We believe Pulsar 200NS is the first of a series of motorcycles to be launched by BAL and expect a
faired version of the Pulsar NS to be launched soon to take on the likes of the CBR 250R. We also
expect BAL to use the Duke 125cc engine in its Pulsar/Discover range and hit the competition even
hard in the executive / entry sport motorcycle segment.

On a comparative basis, Pulsar 200NS has superior features and sets a benchmark in power, mileage
or price in that segment which we believe is a sure shot recipe for success. It would be difficult for the
peers to match BAL in terms of pricing while BAL has huge export markets up for grabs with its new
Pulsar. KTM and Kawasaki are interested in selling the bike in global markets which stands testimony
to the faith they have in the product. We reiterate BUY on BAL with a target price of Rs 1809.
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Comparative Analysis of motorcycles in the sports motorcycle segment

Company  Model Price -Delhi  Engine Wheelbase ~ Kerh Maximum  Torque Mileage ~ Compression RearShock ~ BHP BHP
Ex-Showroom (mm) Weight Power (nm@rpm)  (km/ltr Ratio absorher per per
(inRs,) (kg (in PS) Type tonne litre
Pulsar <100,000 200cc/ 1363 145 23.5@ 18.3@ 40-45 11.5:1 Mono 162 118
200NS DOHC/ 9500 8000
4 valves/
Liquid
cooled
Bajaj KT™M 130,000  200cc/ 1361 135 25.0@ 19.0@ 40-45 11.3:1 Mono 180 125
Auto Duke 200 DOHC/ 10,000 8000
4 valves/
Liquid
cooled
Pulsar 220F 84,000 220cc/ 1350 152 21.0@ 19.12@  35-40 9.5:1 Dual 138 95
B oy SOHC/ 8,500 7000
2 valves/
| Oil cooled
Karizma 225¢cc/ 1355 150 16.8@ 18.35@ 35-40 9.0:1 Dual 112 75
SOHC/ 7000 6000
Hero 2 valves/
Motocorp Air cooled
Karizma 225¢cc/ 1350 159 17.8@ 18.35@  35-40 9.0:1 Dual 112 79
ZMR SOHC/ 7000 6000
2 valves/
Oil cooled
Bullet 350 350cc/ 1370 180 198 @ 28 @ 30-35 8.5:1 Dual 110 57
SOHC/ 5250 4000
2 valves/
Air cooled
Royal Electra 105,000  350cc/ 1370 183 198@ 28@ 30-35 8.5:1 Dual 108 57
Enfield | Twinspark SOHC/ 5250 4000
2 valves/
Air cooled
Classic 350 “114,000  350cc/ 1370 182 198 @ 28 @ 30-35 8.5:1 Dual 109 57
: SOHC/ 5250 4000
{ 2 valves/
Air cooled
CBR 250R 157,000  250cc/ 1370 165 258 @ 229 @ 30-35 10.7:1 Mono 155 103
’ DOHC/ 8500 7000
4valves/
Liquid
Honda cooled
CBR 150R A 115,000  150cc/ 1310 138 17.8@ 126 @ 30-35 11.0:1 Mono 128 117
(upcoming) e DOHC/ 10500 8500
@ 4valves/
Liquid
cooled
YZF-R15 “110,000  150cc/ 1290 131 17.0 15@ 40-45 10.4:1 Mono 130 113
DOHC/ @ 8500 7500
Yamaha 4valves/
Liquid
cooled
Apache 70,540/ 180cc/ 1326 137 17@ 15.2 @ 40-45 9.5:1 Dual 126 96
TVS RTR 180 81,080 SOHC/ 8500 8500
(ABS) 2 valves/
Air cooled

Source: Company, FQ Research
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Picture Gallery - The New Pulsar 200NS
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ANALYST DISCLAIMER: Each analyst of FINQUEST Securities (P) Ltd. whose name appears on page 1 of the research reports accessible on this website hereby certifies that (i) the recommendations and opinions
expressed in the research report accurately reflect the research analyst's personal views about any and all of the securities or issuers discussed herein that are within the analyst's coverage universe and (ii) no part of the
research analyst's compensation was, is, or will be, directly or indirectly, related to the provision of specific recommendations or views expressed by the research analyst in the research report.

FINQUEST Securities (P) Ltd.

602 Boston House, Next to Cinemax, Suren Road, Andheri (East) Mumbai 400 093.

Tel.: 91-22-4000 2600 o Fax: 91-22-4000 2605 e Email: info@finquestonline.com
Website: www.finquestonline.com

DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose possession this
document may come are required to observe these restrictions. Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may
be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. The information in this document
has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure the accuracy and
completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use the information as the basis for any claim, demand or cause
of action. Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and risks of such
an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions - futures, options and other derivatives as well
as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock’s price movement and trading volume, as opposed
to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals. We do not undertake to advise you as to any change of our views expressed in this document. While we
would endeavor to update the information herein on a reasonable basis, FINQUEST, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the information current.
Also there may be regulatory, compliance, or other reasons that may prevent FINQUEST and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions
and may be subject to change without notice. FINQUEST and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell
the securities of the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to
company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. FINQUEST and affiliates may seek to provide or have engaged in providing corporate finance, investment
banking or other advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in the past.

BUY HOLD SELL

More than 10% return Between 5-10% return Less than 5% return
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