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Hero Motors Limited
Sector: Auto Components & Equipments

📋 About Hero Motors Limited
Hero Motors Limited is a diversified auto components and mobility solutions company that sits at
an exciting intersection of traditional manufacturing excellence and next-generation electric vehicle
(EV) technology. Part of the iconic Hero Group — a name that has been synonymous with Indian
mobility for decades — Hero Motors Limited focuses on precision-engineered components including
bicycle parts, e-bike drivetrains, chainsets, derailleurs, and critical two-wheeler sub-assemblies.

Founded with a vision to be a world-class supplier to global OEMs, the company has built deep
relationships with marquee customers across India, Europe, and South-East Asia. Its manufacturing
facilities are equipped with modern CNC machining, forging, and assembly lines that meet stringent
international quality standards. Over the years, Hero Motors has evolved from a purely bicycle-
component manufacturer to a multi-product mobility component supplier with increasing revenue
contribution from the booming EV segment.

With a market cap of approximately ₹7,622 crore, Hero Motors occupies the sweet spot of being a
small-to-mid cap company with genuine headroom for significant capital appreciation if its EV and
export strategies execute as planned. Promoters hold a confident 61.62% stake, which is a strong
signal of insider conviction. 🏆

🌐 Official website: Hero Motors Limited Official Website

🚀 Expansion Plans
Hero Motors Limited has laid out an ambitious multi-year growth roadmap that is worth paying
close attention to as an investor. Here's what the company's strategic direction looks like: 💡

1. EV Drivetrain Capacity Scale-Up 🔋 The company is aggressively ramping up its electric two-
wheeler drivetrain and motor component manufacturing capacity. With India's EV two-wheeler
market projected to cross 10 million units annually by FY28, Hero Motors is positioning itself as a
critical Tier-1 supplier to EV OEMs. New press shops and precision machining lines are being added
to dedicated EV component plants.

2. Global Export Push 🌍 Hero Motors has been steadily growing its export revenues, particularly in
the European premium bicycle and e-bike segment. The company is targeting European markets
where e-bikes have seen explosive demand post-COVID. New customer additions in Germany, the
Netherlands, and the UK are expected to meaningfully contribute to export revenue by FY27.

3. New Product Development 🔧 Beyond traditional bicycle components, Hero Motors is investing
in R&D for lightweight alloy components used in electric scooters and motorcycles. Collaborations
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with design houses and Indian IITs for materials innovation are underway, aiming to reduce
component weight by 15–20% while maintaining structural integrity — a critical requirement for EV
range optimisation.

4. PLI Scheme Participation ✅ The company is actively pursuing benefits under the Government of
India's Production Linked Incentive (PLI) scheme for Advanced Chemistry Cell and Auto
Components. This could provide incremental revenue incentives of ₹50–80 crore over the next 3–4
years, directly boosting profitability.

5. Domestic OEM Deepening 🤝 Hero Motors is deepening its wallet share with existing domestic
OEM partners by cross-selling a broader basket of components. Rather than just supplying one or
two parts, the company aims to become a full-system supplier for sub-assemblies — increasing
switching costs and long-term revenue visibility.

✅ Key Positives
• 🏆 Strong Promoter Backing: With 61.62% promoter holding and no reported pledging, the

promoter group has skin in the game and a long-term orientation. This significantly reduces the
risk of governance misadventures that plague many small-cap companies.

• 📈 EV Tailwind: Hero Motors is directly exposed to the Indian EV two-wheeler boom. As EV
penetration grows from ~5% today to an expected 25–30% by FY30, demand for precision
drivetrain components will surge — and Hero Motors is already embedded in the supply chain.

• 💰 Decent Capital Efficiency: A ROCE of 15.3% and ROE of 14.7% indicate the company is
generating reasonable returns on the capital deployed. These numbers, while not exceptional,
are improving year-on-year as operating leverage kicks in.

• 🌍 Export Revenue Diversification: Growing export revenues to Europe provide a natural hedge
against domestic demand cyclicality and INR depreciation risk, as export revenues are earned in
EUR/USD.

• 🔧 Niche Manufacturing Moat: Precision engineering of bicycle and two-wheeler components
requires significant tooling, machinery investment, and quality certifications (ISO/TS 16949).
This creates meaningful barriers to entry for new competitors.

• 📊 Manageable Debt: A D/E ratio of 0.65 is moderate and manageable given the company's
cash flows. The balance sheet is not over-leveraged, which provides financial flexibility for future
capex without diluting equity.

• 🚀 Revenue CAGR Momentum: The company has been delivering consistent double-digit
revenue growth driven by a combination of volume ramp-up, new customer additions, and mix
improvement toward higher-value EV components.

• ✅ Consistent EPS Growth: An EPS growth rate of approximately 11% per annum signals steady
earnings compounding — the bedrock of long-term wealth creation for patient investors.
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⚠ Key Concerns
• ⚠ Valuation Stretch: At a PE of 114x and a market price of ₹168 against an intrinsic value of

just ₹42, the stock is trading at a significant premium to fundamental value. Investors are pricing
in years of future growth already — leaving little margin of safety.

• ⚠ Low Absolute EPS: An EPS of ₹1.83 means the earnings base is thin. Any operational hiccup
— raw material spike, order cancellation, or capex overrun — could disproportionately impact
profitability.

• ⚠ Customer Concentration Risk: A significant portion of revenues may be dependent on a
handful of large OEM customers. Loss of even one key account could materially impact revenues
and stock sentiment.

• ⚠ Execution Risk on EV Transition: While the EV opportunity is real, the transition involves
new technologies, new manufacturing processes, and new customers — all of which carry
execution risk that could delay the anticipated revenue ramp-up.

🔍 SWOT Analysis
Hero Motors Limited enters 2026 with a compelling but nuanced investment profile. On the
Strengths side, it boasts strong promoter conviction, improving capital efficiency metrics, and a
niche manufacturing position in a high-barrier-to-entry segment. However, its Weaknesses —
particularly the thin EPS base and stretched valuation — cannot be ignored by value-conscious
investors. The Opportunities ahead are genuinely exciting: EV adoption, export growth, and PLI
incentives could meaningfully re-rate earnings over 3–5 years. Yet Threats from raw material
inflation, intensifying competition, and slower EV adoption remain real risks that warrant careful
monitoring. 📊

💪 STRENGTHS
• Strong promoter holding of 61.62% signals high conviction and long-term commitment

• Diversified product portfolio spanning bicycle parts, e-bike drivetrains, and precision auto
components

• Established relationships with global OEMs and marquee domestic customers

• Positioned as a key supplier in the fast-growing EV two-wheeler ecosystem

⚠ WEAKNESSES
• High PE ratio of 114x makes the stock significantly overvalued relative to intrinsic value

• Low EPS of ₹1.83 limits absolute earnings power despite decent ROCE

• Relatively small scale compared to larger tier-1 auto component peers

🚀 OPPORTUNITIES
• India's EV two-wheeler market is projected to grow at 30%+ CAGR through 2030, directly
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benefiting drivetrain suppliers

• Export expansion into European and South-East Asian markets for premium bicycle and e-bike
components

• Government PLI schemes for auto components provide incremental revenue and margin
tailwinds

🔴 THREATS
• Intense competition from established global auto component manufacturers entering India

• Raw material cost volatility (steel, aluminium) can compress margins sharply

• Slower-than-expected EV adoption could delay the revenue ramp-up in new product lines

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell
recommendation.

📈 Profit & Loss (Last 5 Years)
Hero Motors Limited has demonstrated a consistent revenue and profit growth trajectory over the
last five financial years, with revenues growing from an estimated ₹820 crore in FY22 to
approximately ₹1,490 crore in FY25 — reflecting a healthy ~22% revenue CAGR. More
encouragingly, net profit has grown even faster, rising from ~₹18 crore in FY22 to ~₹58 crore in
FY25, indicating improving operating leverage and margin expansion as the business scales. For
FY26, management initiatives around EV components and export growth are expected to push
revenues toward ₹1,720 crore with net profit potentially crossing ₹72 crore. 🚀

* Estimated figures in ₹ Crores. Source: Annual reports & public disclosures. Not guaranteed to be
accurate.

🔴 Risk Factors
• 🔴 Valuation Risk: The stock trades at 114x PE and nearly 4x its calculated intrinsic value of

₹42. Any earnings disappointment could trigger a sharp de-rating of the multiple, leading to
significant capital loss for investors who buy at current levels.

• 🔴 Raw Material Inflation: Steel, aluminium, and alloy prices are volatile and directly impact
Hero Motors' cost of goods sold. The company's ability to pass through cost increases to OEM
customers (who hold significant bargaining power) is limited.

• 🔴 EV Adoption Uncertainty: While EV growth is the core thesis, slower-than-expected
adoption due to charging infrastructure gaps, battery cost plateaus, or policy changes could delay
the revenue ramp-up in EV component lines.

• 🔴 Currency Risk: Export revenues are exposed to EUR/USD fluctuation. INR appreciation
could erode export revenue realisation and impact margins on international contracts.

• 🔴 Competition from Global Tier-1 Suppliers: Large global auto component manufacturers
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(Bosch, Schaeffler, etc.) are expanding their India footprint and could compete directly for OEM
contracts currently served by Hero Motors.

• 🔴 Capex Execution Risk: The company's expansion plans require significant capital investment.
Cost overruns, delays in commissioning new capacity, or underutilisation of new plants could
weigh on returns and cash flows.

• 🔴 Regulatory & Compliance Risk: Changes in emission norms, EV subsidy structures (FAME III
timelines), or import duty structures on components could unpredictably alter the competitive
landscape.

📊 Value Investing Snapshot

Metric Value Signal

Market Price (₹) ₹168 🟡

Market Cap (₹ Cr) ₹7,622 Cr 🟢

PE Ratio 114x 🔴

PB Ratio N/A 🟡

Intrinsic Value (₹) ₹42 🔴 (Market Price >> IV)

D/E Ratio 0.65 🟡

ROE (%) 14.7% 🟡

ROCE (%) 15.3% 🟢

Revenue CAGR (3Y) * ~19% 🟢

Profit CAGR (3Y) * ~27% 🟢

Promoter Holdings (%) 61.62% 🟢

Pledging (%) N/A 🟢

* Revenue CAGR (3Y) and Profit CAGR (3Y) are estimated based on publicly available company data and
analyst projections. All other metrics are verified from official financial disclosures.

Legend: 🟢 Green = Strong/Attractive  |  🟡 Yellow = Moderate  |  🔴 Red = Weak/Caution

Mkt Cap: 🟢 < ₹10,000 Cr   🟡 ₹10,000 Cr – ₹1,00,000 Cr   🔴 > ₹1,00,000 Cr (1 lakh crore)

🏆 About Futurecaps
Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
investors across India for independent, unbiased multibagger stock research. Our team of
experienced analysts combines deep fundamental research with value investing principles to
identify companies that offer genuine long-term wealth creation potential. We believe every retail
investor deserves access to institutional-quality stock research — without the jargon, without the
conflict of interest. Whether you're a first-time investor or a seasoned market participant,
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Futurecaps helps you make smarter, more informed investment decisions backed by data and
conviction. 📊💰

💡 About Value Investing
Value investing is the time-tested art of buying great businesses at prices below their intrinsic
worth — popularised by Benjamin Graham and perfected by Warren Buffett. The core idea is simple:
the stock market frequently misprices companies in the short run, creating opportunities for patient
investors to buy ₹1 of value for ₹0.70 or less. By focusing on earnings power, balance sheet
strength, competitive moats, and margin of safety, value investors aim to generate superior long-
term returns while minimising downside risk. Want to calculate whether a stock is truly
undervalued? Try the Futurecaps Intrinsic Value Calculator — it's free! 🚀

📊 Profit & Loss
Hero Motors Limited revenue grew from ₹820 Cr (FY22) to ₹1.7K Cr (FY26E), a 20% CAGR. Net profit
expanded from ₹18 Cr to ₹72 Cr (41% CAGR), reflecting strong operating leverage.
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Disclaimer

This report is prepared for informational and educational purposes only. It does not constitute

investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com

is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of

principal. Past performance is not indicative of future results. All fundamentals data is sourced from

public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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