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Bosch Ltd.

Industry LTP Recommendation Base Case Fair Value Bull Case Fair Value Time Horizon

Auto Ancillaries Rs 13,509 Buy on dips to Rs 12,740-12,770 band and add further in Rs 11,720-11,750 band Rs 14,030 Rs 14,795 2 quarters
HDFC Scrip Code BOSLTD Our Take:
BSE Code 500530 Bosch is a renowned name in the automobile components and aftermarket due to its superior products, backed by German technology.
NSE Code BOSCHLTD The jump from BS-IV to BS-VI emission norms in April-2020 had increased the technological content per vehicle requirement for OEMs,
Bloomberg BOS IN benefitting companies like Bosch. Supply to the fast-growing electric vehicle segment and emerging technologies such as connected
CMP Apr 30, 2021 (Rs) 13,509 . , . . . L . .
Equity Capital (cr) 29 vehicles have a‘dded to thg .con?pany s revenue potential. Bosch is W|t.nessmg increased off—’.cake in the engine and exhaust gas treatment
Face Value (Rs) 10 systems. Supplies of fuel-lnjectlgn systems to 2W players provide an incremental .opportu.nlty. Bos'ch currently hés an order book of ~Rs
Eq. Share 0/S (cr) 29 18,500cr for BS-VI products, which would be executed over the next 5-6 years. It is readying solutions for emerging trends of connected
Market Cap (Rs cr) 39,843 vehicles (various cars with voice commands) and increasing digitization in the Indian automotive industry. The parent Robert Bosch
Book Value (Rs) 3,140.3 Stiftung Gmbh has been aggressively investing in electro-mobility. It has a total upfront investment of € 5bn and has invested € 700mn in
Avg.52 Wk Volume 154,500 CY21. Bosch India has been undergoing a massive restructuring (provided for ~Rs 1,500cr), which is now near completion; going forward,
52 Week High (Rs) 16,830.1 there’s only a marginal requirement for further provisioning.
52 Week Low (Rs) 9,030.0
Valuation & Recommendation:
Share holding Pattern % (Mar, 2021) Bosch has a portfolio of fuel injection and engine management systems including electronic control units, fuel pumps, and multiple
Promoters 70.54 sensors. Bosch addresses over 40% of Indian automotive industry and its technological supremacy has helped the company grow ahead of
Institutions 20.52 industry in past. Valuation of the company has corrected over the past few years due to muted bottom line performance. However, with
Non Institutions 3.94 the revival in the automobile industry, we believe the company would be able to pass on the higher raw material costs. Along with the
Total 100.0 savings in operational expenses, we expect RoE/RoCE to expand to 14/19% by FY23E from 12/18% in FY20. It has an unparalleled track
record of free cash flow management within the auto ancillary space. Additionally, it has been operating as a debt free cash rich company
Fundamental Research Analyst with almost Rs 6,500cr cash in its balance sheet (as of FY20), representing ~75% of its total capital employed. In the midst of the current
Atul Karwa pandemic-related turmoil, we expect a recovery in FY22. We believe the company would achieve FY19 revenue by FY22. Bosch follows
atul.karwa@hdfcsec.com conservative accounting policies and writes off all extraordinary expenses in the same year. It also provides aggressive depreciation as
compared to its peers and general corporate sector. Its Cash EPS is 30-35% higher than the EPS. Investors can buy the stock on to Rs
12,740-12,770 band (25xFY23E EPS) and add further in Rs 11,720-11,750 band (23x FY23E EPS) band for a base case fair value of Rs 14,030
(27.5x FY23E EPS) and bull case fair value is Rs 14,795 (29x FY23E EPS) in the next two quarters.
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Bosch Ltd.

Financial Summary

Particulars (Rs cr)

Q3FY21

Q3FY20 |

YoY-% |

Q2FY21 |

FY21E

FY23E

Operating Income 3030 2537 19.4 2479 22.2 9842 9408 10913 12223
EBITDA 356 320 11.3 288 23.7 1483 837 1441 1907
RPAT 184 119 54.2 -65 -385.2 585 231 1180 1505
APAT 308 367 -16.0 219 40.6 1105 981 1180 1505
Diluted EPS (Rs) 104.6 124.5 -16.0 74.4 40.6 374.8 332.5 400.2 510.2
RoE (%) 12.0 10.6 12.3 14.1
P/E (x) 36.0 40.6 33.8 26.5
EV/EBITDA (x) 25.1 44.7 25.4 18.7

(Source: Company, HDFC sec)

Recent triggers
Q3FY21 financials

Bosch posted a strong performance in Q3FY21. Revenue rose 19.4% YoY to Rs 3,030cr, driven by robust growth in Automotive revenue,
which was up 25% YoY to Rs 2,671cr on the back of sturdy recovery in the automobile industry; non-automotive revenue fell 10.6% YoY to
Rs 365cr. EBITDA grew by 11.3% YoY to Rs 357cr while EBITDA margin contracted 86bps to 11.8% as savings in employee costs were offset
by increase in raw material expenses. PBT before exceptional items grew 5% YoY to Rs 366¢cr. Reported PAT stood at Rs 184cr. The
company booked the final tranche of its restructuring and reskilling programme costs at Rs 147cr in Q3FY21, resulting in YTD expense of Rs
744cr.

Long-term triggers
Restructuring complete; cash flows and profitability to improve

Bosch had undertaken various restructuring, reskilling, and redeployment initiatives to capitalize on opportunities emerging in
electromobility and other mobility-related projects. Over the past two years, the company has spent ~Rs 1,500cr towards these initiatives.
Although these initiatives are likely to provide long-term benefits, the company has expensed them through P&L as a prudent accounting
practice. It has almost completed its restructuring exercise. Consequently, profitability and cash flows are expected to increase in the
coming years.
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Bosch Ltd.

Increasing content per vehicle

The requirement of technological content per vehicle has increased significantly as India moved directly from BS IV norms to BS VI in order
to curb pollution. Bosch, being a leading technological player, is likely to benefit from this as there will be drastic reduction in particulate
matter and nitrogen oxide emission that makes changes in engine specifications and exhaust treatment imperative. Bosch has also
commenced supplies to electric vehicles and emerging technologies such as connected vehicles. Since 2017, Bosch has executed 127 BS VI
projects with automotive OEMs.

Localisation to drive margin expansion

Bosch is looking to increase the localisation levels for BS-VI components. The company, as a strategy, localises products over a period of
time, resulting in reduction of price of the products and consequent increase in the market share. Bosch stated that it would achieve a
significant increase in localisation levels over the next two to three years, which will improve margins. Moreover, the restructuring
projects are directed at optimising manpower and enhancing digitisation initiatives. Bosch expects payback period of about five years for
these measures, the benefits of which are likely to be witnessed from FY22.

Its 100% subsidiary, Robert Bosch India Manufacturing, would offer manufacturing as a service in the Auto segment for both external
customers as well as group companies.

Aftermarket business continues to improve

Bosch has established strong aftermarket and repair shops across India with a complete range of technology and solutions related to auto
diagnosis and repairs, as well as a wide range of spare parts for vehicles and repair solutions, especially for passenger cars and two
wheelers. The Automotive aftermarket division is the largest Independent Aftermarket (IAM) network in India and this business continues
to pick up with the economy opening up. Bosch is concentrating on Tier 2 level of aftermarket (end point sale), in addition to
strengthening its dealer network.

Cash rich company with clean balance sheet

Bosch has been debt-free over a long period of time with decent free cash flows and growing cash reserves. As of FY20, it had cash and
current investments of ~Rs 6,500cr on its balance sheet. This abundant cash helps the company grab any opportunity available in the
market to further differentiate its products or develop new facilities for supplying newer and better products.
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Bosch Ltd.

Equipped to cater to Electrification theme

Bosch has products for e-2Ws, e-3Ws, and e-LCVs and is already supplying to Bajaj Chetak (drive, battery, ECU, connectivity box, and
App/Cloud services), TVS iQube (ECU and in-hub drive system), and Tata Nexon. In M&HCVs, it expects fuel cells to be relevant solution
and is globally strong in this technology.

What could go wrong?

High competitive intensity

Bosch operates in a highly competitive environment due to which it is exposed to risks of pricing pressures, market share losses due to de-
risking from some customers, judicial changes, and increased import content.

Heavily auto sector dependent
About 85% of the business is dependent on the auto sector. Performance of the company, therefore, is dependent on this sector’s growth.

Inability to fully pass on cost increases may impact margin
Raw material costs have been increasing for the company. Its margin would be impacted if it is not able to fully pass them on to clients.

Faster-than-expected growth in electric vehicles
Bosch expects internal combustion engines to command a market share of 80% by 2030 and it is making investments accordingly. Faster-
than-anticipated growth of electric vehicles can upset the company’s financial prospects.

Phasing out of diesel engines

Bosch is a leading player in powertrain components segment and enjoys ~70% market share of the diesel engine segment. There has been
a lot of concern about impact of phasing out of <1.5L diesel engine on Bosch’s business, as the company is a prominent player in diesel.
However, the overall impact will be partly offset by content share gain on UV, LCV and HCV side. Currently the contribution of Diesel PVs
is~20% and will likely fall going forward.

Supply constraints at customer
It customers are facing supply constraints related to global semiconductor shortage hampering demand fulfilment to an extent — with the
situation seen dragging for another few months. This could in turn impact revenue of Bosch.
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About the company

Bosch Ltd. o
Bosch Ltd is the flagship company of The Bosch Group in India, which operates through 14 companies catering to different verticals. Bosch
Ltd. is the only listed subsidiary globally of parent Robert Bosch, which holds a 70.5% stake. It is a leading supplier of technology and
services in the areas of Mobility Solutions, Industrial Technology, Consumer Goods, and Energy and Building Technology. Additionally,
Bosch has, in India, the largest development centre outside Germany, for end-to-end engineering and technology solutions.

Bosch set up its manufacturing operations in 1951, which have grown over the years to include 18 manufacturing sites, and seven
development and application centres. The Bosch Group in India employs over 31,500 associates and generated consolidated sales of about
Rs 20,000cr in FY20. Bosch Ltd. accounted for ~50% of the group sales.

Revenue trend and breakup (FY20)
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(Source: Company, HDFCsec)
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Bosch Ltd.

Financials — Consolidated

Income Statement

(Rs cr) ) FY20 FY21E FY22E FY23E

Balance Sheet

As at March (Rs cr)

FY20

FY21E

FY23E
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Net Revenues 12085 9842 9408 10913 12223 SOURCE OF FUNDS
Growth (%) 3.4 -18.6 -4.4 16.0 12.0 Share Capital 29 29 29 29 29
Operating Expenses 9931 8358 8571 9473 10316 Reserves 9088 9231 9167 10037 11188
EBITDA 2154 1483 837 1441 1907 Shareholders' Funds 9118 9261 9196 10067 11218
Growth (%) 2.9 -31.1 -43.6 72.0 32.4 Minority Interest 0 0 0 0 0
EBITDA Margin (%) 17.8 15.1 8.9 13.2 15.6 Borrowings 0 0 0 0 0
Depreciation 402 383 374 418 468 Net Deferred Taxes -460 -457 -457 -457 -457
Other Income 595 547 517 567 587 Total Source of Funds 8658 8804 8740 9610 10761
EBIT 2347 1647 981 1590 2025 APPLICATION OF FUNDS
Interest expenses 13 10 11 12 14 Net Block & Goodwill 1011 1195 1222 1228 1210
PBT 2334 920 220 1578 2012 CWIP 644 487 487 487 487
Tax 741 335 -11 398 507 Investments 4381 4450 4583 4885 5222
PAT 1593 585 231 1180 1505 Other Non-Curr. Assets 170 271 254 306 342
Share of Asso./Minority Int. 0 0 0 0 0 Total Non Current Assets 6036 6132 6292 6600 6919
Exceptional item 0 456 750 0 0 Inventories 1444 1116 1031 1166 1339
Adj. PAT 1598 1105 981 1180 1505 Trade Receivables 1568 1413 1289 1435 1574
Growth (%) 11.4 -30.9 -11.3 20.3 27.5 Cash & Equivalents 1253 2256 1957 2515 3093
EPS 542.0 374.8 332.5 400.2 510.2 Other Current Assets 1942 1938 1830 2033 2210
Total Current Assets 6206 6723 6107 7149 8217
Trade Payables 1578 1605 1547 1704 1741
Other Current Liab & Provisions 2006 2446 2112 2435 2633
Total Current Liabilities 3583 4051 3659 4139 4374
Net Current Assets 2623 2672 2448 3010 3842
Total Application of Funds 8658 8804 8740 9610 10761
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Cash Flow Statement Key Ratios

(Rs cr) FY19 FY20 FY21E FY22E FY23E FY19 FY20 FY21E FY22E FY23E

Reported PBT 2,341 1,007 220 1,578 2,012 Profitability Ratios (%)

Non-operating & EO items -414 -390 9 -44 -30 EBITDA Margin 17.8 15.1 8.9 13.2 15.6

Interest Expenses -268 -285 11 12 14 EBIT Margin 19.4 16.7 10.4 14.6 16.6

Depreciation 405 445 374 418 468 APAT Margin 13.2 11.2 10.4 10.8 12.3

Working Capital Change -689 1,021 -68 -11 -261 RoE 16.7 12.0 10.6 12.3 14.1

Tax Paid -782 -461 11 -398 -507 RoCE 24.6 17.9 10.6 16.5 19.0

OPERATING CASH FLOW (a) 593 1,336 557 1,555 1,696 Solvency Ratio (x)

Capex -580 -423 -400 -425 -450 Net Debt/EBITDA -0.6 -1.5 -2.3 -1.7 -1.6

Free Cash Flow 13 913 157 1,130 1,246 Net D/E -0.1 -0.2 -0.2 -0.2 -0.3

Investments 1,577 76 -150 -250 -300 PER SHARE DATA (Rs)

Non-operating income 769 -526 0 0 0 EPS 542.0 374.8 3325 400.2 510.2

INVESTING CASH FLOW (b)) 1,766 -873 -550 -675 -750 CEPS 678.4 504.8 459.3 541.9 669.0

Debt Issuance / (Repaid) 0 0 0 0 0 BV 3091.8 3140.3 3118.5 3413.7 3803.9

Interest Expenses -6 0 -11 -12 -14 Dividend 105.0 105.0 100.0 105.0 120.0

FCFE 2,353 463 -4 868 932 Turnover Ratios (days)

Share Capital Issuance 0 0 0 0 0 Inventory days 48.1 55.3 52.4 45.6 44.9

Dividend -305 -310 -295 -310 -354 Debtor days 40.3 47.5 41.6 36.7 37.4

Others -2,220 -64 0 0 0 Creditors days 54.4 59.0 61.1 54.4 51.4

FINANCING CASH FLOW ( ¢ ) -2,531 -373 -306 -322 -367 VALUATION (x)

NET CASH FLOW (a+b+c) -172 90 -299 558 578 P/E 24.9 36.0 40.6 33.8 26.5
P/BV 4.4 4.3 4.3 4.0 3.6
EV/EBITDA 17.8 25.1 44.7 25.4 18.7
EV/Revenues 3.2 3.8 4.0 3.4 2.9
Dividend Yield (%) 0.8 0.8 0.7 0.8 0.9

(Source: Company, HDFC sec Research)
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Bosch Ltd.

Price chart
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Bosch Ltd.

Disclosure:

1, Atul Karwa, MMS 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. HSL has no material adverse disciplinary history as on the date of publication of
this report. 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.

Research Analyst or his relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month
immediately preceding the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.

Any holding in stock - No
HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable.
Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. This document is for information
purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction,
availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or
indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced
by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or
other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related
information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds,
changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities
of the companies / organizations described in this report.

HSL 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.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t 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 in the normal course of business.

HSL 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 HSL nor Research Analysts 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. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject company or third party in
connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CAO062; SEBI Research Analyst Reg. No.: INHO00002475; SEBI Investment Adviser Reg. No.: INA0O00011538; CIN -
U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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