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Hyundai Motor India

Seasonal one-offs aid 4Q performance

= 4Q EPS growth of 39% qoq to Rs19.9 is impressive vs. Bloomberg consensus
estimate, aided by government incentive and a rise in seasonal inventory.

m Hyundai’'s underperformance in recent months in the SUV segment & its
associate firm Kia’s volume growth led to our FY26F-27F EPS cut of 4-6%.

= Maintain REDUCE rating, rolling forward our P/E-based TP to Rs1,612.

Government incentive and inventory rise help in 4Q beat

Hyundai Motor India or Hyundai’'s 4QFY25 EBITDA rose by 35% goq but remained flat yoy
at Rs25.3bn, a sharp beat vs. our (25%)/Bloomberg consensus estimates. Lumpy
government incentive benefit of Rslbn from state incentive and clean energy incentive,
coupled with a seasonal increase in inventory (1.5% of sales), aided the EBITDA margin
expansion of 290bp qoq to 14.1%. Lower other income (-37% yoy) and depreciation (-5%
yoy), led to a 4% yoy dip in PAT to Rs16.1bn, beating our estimate (14%) and Bloomberg
consensus estimate (21%). FY25 DPS of Rs21, is a payout of just 30%, which is dismal.

Management conference-call highlights

Management indicates that the new plant in Pune will start operations in 3QFY26F, where
it plans to produce sports utility vehicles or SUVs initially. Management gave guidance of
a 7% growth in exports, in line with domestic industry growth outlook of 2% for FY26F.
Considering the new plant ramp-up challenges initially, it expects profitability to be under
pressure in 2HFY26F. Management attributes 5% qoq ASP hike to easing discounts,
improvement in product mix and Jan 2025 vehicle price hike. Management indicates that
Creta EV is already EBITDA positive, excluding its launch and digital promotion expenses.

EPS cut by 4-6% for FY26-27F

Considering the sharp underperformance of Hyundai in both SUV segment (Fig. 9) and its
group company Kia volume (Fig.10) in recent months, we have cut sales volume by 1% for
FY26F-27F. The EBITDA margin recovery, aided by incentive in 4Q (Fig. 4), we feel, is not
sustainable, leading to our 10bp cut in the EBITDA margin for FY26F-27F. Considering the
lumpy capex (five-fold jump yoy) to Rs70bn in FY26F into depreciation, we have cut PAT
by 4-6%.

Tepid EPS growth overlooked by rich valuation; maintain REDUCE
We feel the new plant will focus on regaining market share at the cost of short-term
profitability. We have built in just an 8% EPS CAGR over FY26F-28F vs. a rich P/E of 25x
for the FY26F-27F period. Hyundai's P/E valuation is close to a 10% premium to Maruti
Suzuki, which, we feel, is difficult to sustain, considering its recent underperformance on
both domestic and export volume momentum fronts. We peg one-year forward P/E of 21X,
leading to a target price of Rs1,612 (Rs1,414 earlier) and maintain REDUCE rating on the
stock. Upside risk: New product success driving better volume growth and profitability.

Financial Summary Mar-24A Mar-25A Mar-26F Mar-27F Mar-28F
Revenue (Rsm) 698,291 691,929 742,793 833,601 958,755
Operating EBITDA (Rsm) 91,326 89,538 94,216 102,523 119,462
Net Profit (Rsm) 60,600 56,402 58,163 61,129 70,690
Core EPS (Rs) 74.6 69.4 71.6 75.2 87.0
Core EPS Growth 28.7% (6.9%) 3.1% 5.1% 15.6%
FD Core P/E (x) 24.88 26.73 25.92 24.66 21.33
DPS (Rs) 190.0 20.8 25.1 30.1 34.8
Dividend Yield 10.24% 1.12% 1.35% 1.62% 1.88%
EV/EBITDA (x) 15.66 16.02 15.48 14.21 11.96
P/FCFE (x) 21.96 (370.50) (474.69) 64.68 16.86
Net Gearing (73.1%) (44.9%) (24.4%) (21.3%) (28.0%)
P/BV (x) 14.14 9.25 7.51 6.35 5.39
ROE 39.5% 41.8% 32.0% 27.9% 27.3%
% Change In Core EPS Estimates (3.55%) (5.46%)

InCred Research/Consensus EPS (x)
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Seasonal one-offs aid 4Q performance

Management conference-call highlights »

Outlook: Aims to grow in line with the domestic industry and expects export
growth of 7-8% in FY26F. Management remains cautiously optimistic amid
global trade uncertainties and softness in domestic demand. However,
supportive measures like the Reserve Bank of India or RBI's rate cuts and
government tax relief are expected to boost consumer sentiment.

Margin: Despite potential near-term pressure from low initial utilization at the
Pune plant, the company is confident of maintaining double-digit EBITDA
margin through optimized operations, a favourable product mix, and cost
management.

Financial performance: In FY25, revenue declined marginally by 0.9% yoy,
impacted by challenging market conditions and demand moderation in urban
markets.

Challenges: Cautious optimism due to global trade uncertainties and domestic
demand softness, mitigated by RBI rate cuts and tax relief.

New plant: Set to commence operations at its third plant at Talegaon, Pune,
in 3QFY26F, which will support both ICE vehicle and EV production.

Capex: Planned a capex of Rs70bn in FY26F, with 40% directed towards the
Pune plant expansion and 25% for product-related investments.

Product launches: Announced the launch of 26 products by FY30F,
comprising 20 ICE models and 6 EVs, including new models, full model
changes, and enhancements. Eight of these launches are scheduled for
FY26F and FY27F. Additionally, it introduced eco-friendly powertrains, such as
hybrids.

EV strategy: For the Creta Electric model, the company has localized battery
pack assembly and is working on battery cell localization to enhance cost
efficiency and margin in the EV segment. The Creta Electric was introduced in
Nepal.

Export outlook: Aims at 7-8% export growth in FY26F, supported by good
demand in emerging markets like the Middle East, Africa, South Asia, and Latin
America. With the Pune plant increasing its capacity to 1.1m units by 2028F,
the company targets 30% export share by 2030F.

Premiumization: Aligned with the ‘Make in India’ initiative, the company has
localized over 1,200 components in the past five years. The Pune plant will
further deepen localized supplier networks.

Localization: Localized over 1,200 components in the last five years, aligning
with the ‘Make in India’ initiative.

Rural expansion: Strengthened its rural presence to tap high-potential
markets for sales and service.

Fuel mix: The introduction of dual-cylinder technology boosted CNG vehicle
penetration to 13.2% in FY25 from 11.5% in FY24. The launch of Creta Electric
increased EV share to nearly 1% of the fuel mix.

Pricing and discounts: In 4QFY25, the company reduced domestic discount
from 2.6% to 2% and implemented a 0.6% price increase in Jan 2025, leading
to ASP growth of 5% qoqg.

Model-wise launches: The Exter was launched in South Africa, introduced
the Venue in Indonesia and Yemen, and restarted exports to Bhutan.

Government incentives: In 4QFY25, received Rslbn in Tamil Nadu
government incentives, including Rs25m clean energy vehicle subsidy and
Rs750m capital subsidy.
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Figure 1: Results comparison

Y/E Mar (Rs m) 4QFY25 4QFY24 yoy % chg 3QFY25 gog % chg FY25 FY24 yoy % chg Comments
Revenue 1,79,403 1,76,711 1.5 1,66,480 7.8 6,91,929 6,98,291 (0.9) 5% above our estimate.
Raw material costs 1,27,858 1,26,369 1.2 1,21,838 4.9 4,99,703.9 5,15,9294 (3.1)
RM costs as a % of revenue 71.3 715 (24.2) 73.2 (191.6) 72.2 73.9 (166.6) 206bp above our estimate.
EBITDA 25,327 25,218 0.4 18,755 35.0 89,538 91,326 (2.0) 25% above our estimate.
EBITDA margin (%) 14.1 14.3 (15.4) 11.3 285.1 12.9 13.1 (13.8) 227bp above our estimate.
Depreciation & amortization 5,304 5,578 (4.9) 5,274 0.6 21,053 22,079 (4.7) 6% below our estimate.
EBIT 20,023 19,640 2.0 13,482 48.5 68,485 69,247 (1.2) -
Interest expenses 365 375 (2.6) 299 221 1,272 1,581 (19.5) 25% above our estimate.
Other income 2,096 3,331 (37.1) 2,445 (14.3) 8,700 14,733 (40.9) 43% below our estimate.
Pre-tax profit 21,754 22,596 3.7 15,627 39.2 75,913 82,399 (7.9)
Tax 5,611 5,824 3.7 4,020 39.6 19,511 21,798 (10.5)
Tax rate (%) 25.8 25.8 15 25.7 7 25.7 26.5 (75) -
Normalized net profit 16,143 16,772 3.7 11,607 39.1 56,402 60,600 (6.9) 14% above our estimate.
Exceptional items - - - - - - - -
Reported net profit 16,143 16,772 3.7) 11,607 39.1 56,402 60,600 (6.9)
Normalized EPS (Rs) 19.9 20.6 3.7 14.3 39.1 69.4 74.6 (6.9) 22% below our estimate.
Volume (nos) 102 102 - 102 - 102 102 -
Net realization (Rs) 1,91,649 1,93,713 (1.1) 1,86,408 2.8 7,62,051 7,77,872 (2.0) 3% above our estimate.
EBITDA/vehicle 9,36,101 9,12,233 2.6 8,93,094 4.8 9,07,982 8,97,693 1.1
SOURCE: INCRED RESEARCH, COMPANY REPORTS
Figure 2: EBITDA margin eases from its recent peak
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Figure 3: Fuel mix trend of Hyundai portfolio
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Figure 4: Material cost reduction and government incentives mainly supported PBT
goq growth (Rs m)
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Figure 5: However, PBT for the full year moderated due to ASP discounts (Rs m)
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Figure 6: Other key matrices
Q4 Fy24 Q3FY25 Q4 FY25 FY23 FY24 FY25
g‘:‘:_:,‘(‘;;?{:’n Mn) 176,711 166,480 179,403 603,076 698,291 691,929
Domestic % 81.6% 77.8% 79.8% 76.6% 77.7% 78.0%
Exports % 18.4% 22.2% 20.2% 23.4% 22.3% 22.0%
Net Worth (In ¥Mn) 106,657 146,880 162,965 200,548 106,657 162,965
ROCE % 17.2% 9.2% 11.8% 28.7% 62.9% 41.0%
Basic EPS (%) 20.64 14.29 19.87 57.96 74.58 69.41
Diluted EPS (3) 20.64 14.29 19.87 57.96 74.58 69.41
Total Sales Volume 193,717 186,408 191,650 720,565 777,876 762,052
Domestic 160,317 146,022 153,550 567,546 614,721 598,666
Exports 33,400 40,386 38,100 153,019 163,155 163,386
Sales Outlets 1,363 1,366 1,419 1,336 1,363 1,419
Service Outlets 1,549 1,611 1,606 1,498 1,549 1,606

SOURCE: INCRED RESEARCH, COMPANY REPORTS
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Figure 7: Whether Hyundai’s gross margin improvement can Figure 8: Incentives help Hyundai to gain EBITDA margin lead
sustain?
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Figure 9: Hyundai lags SUV segment growth sharply in recent months
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Figure 10: Kia’s newly launched model Syros helped volume growth
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Figure 11: EPS revision summary

FY26F FY27F

Rs m Old New Old New
Sales volume (nos) 8,03,357 7,94,167 8,65,912 8,58,336
Change (%) -1.1% -0.9%
Net sales (Rs.m) 7,42,727 7,42,793 8,30,771 8,33,691
Change (%) 0.0% 0.4%
EBITDA (Rs.m) 95,099 94,216 1,03,086 1,02,523
Change (%) -0.9% -0.5%
EBITDA margin 12.8% 12.7% 12.4% 12.3%
Bps (12) (11)
PAT (Rs.m) 60,306 58,163 64,658 61,129
Change (%) -3.6% -5.5%
EPS (Rs.) 74.2 71.6 79.6 75.2
Change (%) -3.6% -5.5%
Figure 12: Key assumptions

Particulars FY23 FY24 FY25 FY26F FY27F FY28F
Domestic sales volume 567,492 6,14,709 598,665 6,22,612 6,66,194 7,32,814
Growth (%) 17.9% 8.3% -2.6% 4.0% 7.0% 10.0%
Export sales volume 153,019 163,155 1,63,386 1,71,555 1,92,142 2,30,570
Growth (%) 18.4% 6.6% 0.1% 5.0% 12.0% 20.0%
Total sales volume 7,20511 7,77,864 7,62,051 7,94,167 8,58,336  9,63,384
Growth (%) 18.0% 8.0% -2.0% 4.2% 8.1% 12.2%
Domestic ASP per vehicle (Rs) 7,06,583 7,54,000 7,46,460 7,61,389 7,91,845 8,15,600
Growth (%) 5.8% 6.7% -1.0% 2.0% 4.0% 3.0%
Export ASP per vehicle (Rs) 7,95517 8,32,000 8,48,640 8,74,099 9,00,322 9,18,329
Growth (%) 17.7% 4.6% 2.0% 3.0% 3.0% 2.0%
Contribution per vehicle (Rs) 2,12,023 2,34,436 2,52,247 2,58,146 2,67,104 2,71,688
Growth (%) 12.1% 10.6% 7.6% 2.3% 3.5% 1.7%
EBITDA per vehicle (Rs) 1,04,762 1,17,405 1,17,496 1,18,635 1,19,444 1,24,003
Growth (%) 16.6% 12.1% 0.1% 1.0% 0.7% 3.8%
EBITDA margin (%) 12.5% 13.1% 12.9% 12.7% 12.3% 12.5%

Figure 13: Our valuation

EPS (Rs) (1-year forward)
P/E(x)
Target Price (Rs)
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1-year forward

76.7
21.0
1,612
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BY THE NUMBERS
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Profit & Loss

(Rs mn) Mar-24A Mar-25A Mar-26F Mar-27F Mar-28F
Total Net Revenues 698,291 691,929 742,793 833,691 958,755
Gross Profit 182,361 192,225 205,011 229,265 261,740
Operating EBITDA 91,326 89,538 94,216 102,523 119,462
Depreciation And Amortisation (22,079) (21,053) (24,210) (29,779) (35,139)
Operating EBIT 69,247 68,485 70,005 72,744 84,323
Financial Income/(Expense) 13,152 7,428 8,171 9,419 10,691

Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense)

Profit Before Tax (pre-El) 82,399 75,913 78,176 82,163 95,014
Exceptional Items

Pre-tax Profit 82,399 75,913 78,176 82,163 95,014
Taxation (21,798) (19,511) (20,013) (21,034) (24,324)
Exceptional Income - post-tax

Profit After Tax 60,600 56,402 58,163 61,129 70,690

Minority Interests

Preferred Dividends

FX Gain/(Loss) - post tax
Other Adjustments - post-tax

Net Profit 60,600 56,402 58,163 61,129 70,690
Recurring Net Profit 60,600 56,402 58,163 61,129 70,690
Fully Diluted Recurring Net Profit 60,600 56,402 58,163 61,129 70,690
Cash Flow

(Rs mn) Mar-24A Mar-25A Mar-26F Mar-27F Mar-28F
EBITDA 91,326 89,538 94,216 102,523 119,462
Cash Flow from Invt. & Assoc.

Change In Working Capital 5,462 (3,747) (12,927)

(Incr)/Decr in Total Provisions 12,390 (17,812) 3,170 8,894

Other Non-Cash (Income)/Expense

Other Operating Cashflow 659 (900) (100)

Net Interest (Paid)/Received 13,152 7,428 8,171 9,419 10,691
Tax Paid (21,798) (19,511) (20,013) (21,034) (24,324)
Cashflow From Operations 101,191 55,896 71,716 99,702 105,830
Capex (29,881) (56,615) (70,000) (60,000)

Disposals Of FAs/subsidiaries
Acg. Of Subsidiaries/investments

Other Investing Cashflow (2,663) (3,351) (4,892) (16,392) (16,392)
Cash Flow From Investing (32,545) (59,965) (74,892) (76,392) (16,392)
Debt Raised/(repaid)

Proceeds From Issue Of Shares
Shares Repurchased

Dividends Paid (154,358) (16,921) (20,357) (24,452) (28,276)
Preferred Dividends

Other Financing Cashflow (12,683) 17,107 (1,589) (774) (74)
Cash Flow From Financing (167,042) 187 (21,946) (25,226) (28,350)
Total Cash Generated (98,395) (3,883) (25,122) (1,915) 61,087
Free Cashflow To Equity 68,647 (4,069) (3,176) 23,310 89,438

Free Cashflow To Firm 70,227 (2,797) (1,776) 24,610 90,538




Autos | India

Hyundai Motor India | May 17, 2025

Equities

BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-24A Mar-25A Mar-26F Mar-27F Mar-28F
Total Cash And Equivalents 90,173 85,792 60,137 57,687 81,579
Total Debtors 25,100 23,891 30,526 34,261 36,774
Inventories 33,156 34,044 40,701 43,398 47,281
Total Other Current Assets 9,371 12,024 14,127 15,549 17,004
Total Current Assets 157,801 155,751 145,490 150,896 182,638
Fixed Assets 82,673 118,235 164,024 194,245 209,106
Total Investments 6,654 10,202 14,202 27,202 40,202
Intangible Assets
Total Other Non-Current Assets 16,364 16,786 18,300 19,000 19,000
Total Non-current Assets 105,691 145,223 196,526 240,447 268,308
Short-term Debt
Current Portion of Long-Term Debt
Total Creditors 74,931 70,862 71,227 77,659 89,309
Other Current Liabilities 56,699 40,824 43,825 52,534 60,415
Total Current Liabilities 131,629 111,686 115,052 130,193 149,723
Total Long-term Debt 12,211 12,612 11,112 7,112 3,112
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities
Total Non-current Liabilities 12,211 12,612 11,112 7,112 3,112
Total Provisions 29,360 30,497 33,382 35,590 37,249
Total Liabilities 173,200 154,795 159,546 172,895 190,084
Shareholders Equity 106,657 162,965 200,771 237,448 279,862
Minority Interests
Total Equity 106,657 162,965 200,771 237,448 279,862
Key Ratios

Mar-24A Mar-25A Mar-26F Mar-27F Mar-28F
Revenue Growth 15.8% (0.9%) 7.4% 12.2% 15.0%
Operating EBITDA Growth 21.0% (2.0%) 5.2% 8.8% 16.5%
Operating EBITDA Margin 13.1% 12.9% 12.7% 12.3% 12.5%
Net Cash Per Share (Rs) 95.95 90.06 60.34 62.24 96.57
BVPS (Rs) 131.26 200.56 247.09 292.23 344.43
Gross Interest Cover 43.81 53.84 50.00 55.96 76.66
Effective Tax Rate 26.5% 25.7% 25.6% 25.6% 25.6%
Net Dividend Payout Ratio 254.7% 30.0% 35.0% 40.0% 40.0%
Accounts Receivables Days 14.13 12.92 13.37 14.18 13.52
Inventory Days 23.83 24.54 25.37 25.39 23.74
Accounts Payables Days 52.83 53.25 48.22 44.95 43.72
ROIC (%) 105.5% 129.2% 49.6% 31.5% 31.6%
ROCE (%) 46.0% 47.1% 37.7% 33.8% 34.0%
Return On Average Assets 17.0% 18.2% 16.4% 15.0% 15.1%
Key Drivers

Mar-24A Mar-25A Mar-26F Mar-27F Mar-28F
ASP (% chg, main prod./serv.) 7.3% 1.1% 3.0% 3.8% 2.5%
Unit sales grth (%, main prod./serv.) 8.0% (2.0%) 4.2% 8.1% 12.2%
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In the past 12 months, IRSPL or any of its associates may have:

a) Received any compensation/other bengfits from the subject company,

b) Managed or co-managed public offering of securities for the subject company,

c) Received compensation for investment banking or merchant banking or brokerage services from the subject company,

d) Received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject

company

We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the
research report.

Research Analyst may have served as director, officer, or employee in the subject company.
We or our research analyst may engage in market-making activity of the subject company.

Analyst declaration

e The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




