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NSE volume: (No of shares) 26,483

BSE code: 500490

NSE code: BAJAJHLDNG

Sharekhan code: BAJAJHLDNG
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Price performance

Stock Update
Holding Grounds; Maintain Buy with a revised PT of Rs. 3,558

(%) 1m 3m 6m 12m

Absolute 13.6 1.3 8.9 5.4

Relative to Sensex 7.1 9.3 6.6 -0.8

Bajaj Holdings & Investment

Reco: Buy |  CMP: Rs3,042

Key points

 �  Bajaj Holdings and Investment Limited (BHIL) 
holds Bajaj Group’s investments in two flagship 
companies - Bajaj Auto Limited (BAL - 31.54% 
stake) and Bajaj Finserv (BFS - 39.29% stake). 
BHIL also has an investment portfolio with a 
market value of ~Rs. 7,674 crore in other equity 
and fixed income securities.  

 �  BAL: Strong volume outlook; Aggressive 
pricing strategy to lead to gain in market share 
in domestic markets and rising cost pressures 
to drag OPM in 2HFY2019: BAL’s strategy of 
gaining market share at the cost of margins in 
the domestic motorcycle market has started 
yielding results. BAL witnessed market share 
gain of 1.8% in 1HFY2019 to 17.4%. Management 
has stated that its strategy to pursue volume 
over profitability would continue in the domestic 
motorcycle market. BAL expects to continue 
outpacing industry growth. Further, given firm 
crude and commodity prices, the export outlook 
looks robust. We expect BAL’s volumes to grow 
by 13% for 2HFY2019. However, the strategy to 
gain market share through aggressive pricing 
is likely to aggravate cost pressures. Moreover, 
increased commodity prices and rising input 
costs will add to pressures. We expect BAL’s 
OPM to further deteriorate in the current quarter. 
OPM for 2HFY2019 is expected to be at 15.7% as 
against 16.8% reported in Q2FY2019. We expect 
BAL’s earnings to decline by 9% in H2FY2019.

 �  BFS: Modest performance for Q2FY2019; 
Lending business continues to outperform: In 
Q2FY2019, Bajaj Finserv (BFS) posted modest 
results. Though performance of the lending 
business was satisfactory, profitability of the 
insurance subsidiaries weakened. The lending 
subsidiary, Bajaj Finance Limited (BFL) posted 
strong numbers, with net interest income rising 
by 41.8% y-o-y to Rs. 2,729 crore. Asset quality 
remained healthy, with gross non-performing 
asset (GNPA) of 1.49% and net NPA (NNPA) of 
0.53%. BFS is an attractive play on the long-
term structural theme of financialisation of 
savings in the economy. We expect BFL to 
maintain its loan book trajectory in the medium 
term. Events such as Kerala floods affected the 
insurance business, but we expect the business 
to normalise in the medium term. BAGIC (Bajaj 
Allianz General Insurance) is expected to 
continue reporting healthy operating metrics 
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and profitability going ahead. BALIC (Bajaj 
Allianz Life Insurance) focuses on strengthening 
the life insurance distribution channel and the 
protection business, which would add to margins 
in the long run. However, if equity markets come 
under pressure, slower growth in unit-linked 
insurance plans (ULIPs) could stretch the road 
to recovery. 

 �  Valuation: Maintain Buy with a revised PT 
of Rs. 3,558: Given the strategic nature of 
BHIL’s investments (BAL and BFS), we have 
given a holding company discount to its equity 
investments. Liquid investments have been 
valued at cost. The price target (PT) of BFS has 

been revised downwards to Rs. 6,500, as the 
current environment for non-banking financial 
companies (NBFCs) has turned challenging; 
asset quality pressures, which are clouding the 
sector outlook, are likely to be an overhang on 
BFL in the near term. The PT of BAL has also 
been cut to Rs. 2,800, as the company’s strategy 
to pursue market share at the cost of margins is 
likely to elevate margin pressures and lead to 
a contraction in OPM and decline in earnings in 
2HFY2019. Consequently, we have arrived at a 
revised PT of Rs. 3,558 for BHIL (earlier PT of Rs. 
3,844). We maintain our Buy recommendation 
on the stock.

Result (Consolidated) Rs cr
Particulars Q2FY19 Q2FY18 YoY % Q1FY19 QoQ %
Income from operations 129.4 125.2 3.3 104.7 23.5
Total expenditure 19.1 15.7 21.7 15.5 23.0
Operating profit 110.3 109.5 0.7 89.2 23.6
Other income 1.1 1.6 -28.8 1.2 -1.7
EBITDA 111.4 111.1 0.2 90.3 23.3
PBT 111.4 111.1 0.2 90.3 23.3
Taxes 33.3 30.8 8.4 32.6 2.2
PAT before share of associates 78.1 80.4 -2.9 57.8 35.2
Share of profit from associates 686.5 663.0 3.5 653.5 5.1
Reported PAT 764.6 743.4 2.9 711.3 7.5
Adjusted PAT 764.6 743.4 2.9 711.3 7.5
EPS (Rs.) 68.7 66.8 2.9 63.9 7.5

Valuation
Particulars Relationship Per share Remarks
Stake in Bajaj Auto (31.54%) Associate          2,295 PT of Bajaj Auto= Rs. 2,800
Stake in BFS (39.29%) Associate          3,651 SOTP-based PT of Bajaj Finserv at Rs. 6,500
Total           5,946  
Discounted value per share           2,973  
Cash & Liquid Invst/share              466 At cost
Value per share           3,558  
CMP (Rs.)           3,042  
Upside  17%  

Q2FY2019 result highlights (Consolidated)

 �  Bajaj Holdings and Investment Limited (BHIL) 
reported a muted set of results for the quarter 
on account of a weak set of results by associate 
companies. The company has adopted Ind AS 
accounting standards effective April 1, 2018. 
Hence, it has restated the financials for the past 
comparable period.

 �  Revenue for the quarter increased by meager 3% 
y-o-y. Profit before share of associates at Rs. 78 
crore declined by 3% y-o-y due to a steep rise in 
other expenses. 

 �  Share of profit from associate companies grew 
at a slower pace by 4% y-o-y to Rs. 687 crore. 
Associate company, BAL reported muted earnings 
growth for the quarter, while BFS reported flat 
earnings growth.  

 �  Consequently, consolidated PAT stood at Rs. 764 
crore, up 3% y-o-y.

Holding company’s stake in group companies 
unchanged: Stake of BHIL in key associate companies 
remained unchanged during Q2YF2019. The current 
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Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

Investment 
Investments at Cost (Rs. crore) Q2FY19 Q1FY19 QoQ %
Equity associates 1,232 1,232 0.00%
Equity - Others 1,415 1,403 0.86%
Fixed income sec 5,191 5,050 2.79%
Investment property 189 190 -0.53%
Total 8,027 7,875 1.93%
Market value (Rs. crore)    
Equity associates 63,570 63,742 -0.27%
Equity – Others 2,621 2,606 0.58%
Fixed income sec 5,053 4,928 2.54%
Investment property 189 190 -0.53%
Total 71,433 71,466 -0.05%

Shareholdings in associate companies
Stake (%) Relationship with BHIL Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19
Bajaj Auto Limited (BAL) Associate 31.54 31.54 31.54 31.54 31.54 31.54
Bajaj Finserv Limited (BFS) Associate 39.29 39.29 39.29 39.29 39.29 39.29
Bajaj Auto Holdings Limited Subsidiary 100.00 100.00 100.00 100.00 100.00 100.00
Maharashtra Scooters 
Limited

Joint venture 24.00 24.00 24.00 24.00 24 24

stake of the company in BAL and BFS stands at 
31.54% and 39.29%, respectively.

Market value of BHIL’s investment is almost flat on 
a q-o-q basis; Slight decline in the market value of 
equity associate companies offset by the increase 
in the value of fixed income securities:

 �  Market value of BHIL’s investments in equity 
associates for the quarter was almost flat, declining 
slightly by 0.27% q-o-q. BAL’s stock price declined 
by 4.4%, while that of BFS increased by 3%.

 �  Market value of BHIL’s investments in other 
equities for the quarter grew by a meager 0.6% 
q-o-q, attributable to volatile market conditions. 
Share of investments in other equities declined 
by 0.2% for Q2FY2019.

 � Market value of BHIL’s investments in fixed income 
securities grew by 2.5% q-o-q, attributable to rise 
in share of fixed income securities investment by 
0.5% q-o-q.
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