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SML ISUZU CMP:RS 796 TRGT:RS 950 TIME HORIZON: 1 YEAR

SML Isuzu, manufacturing Trucks, School Buses, Staff & Tourist/Site-seeing Buses and various
Special Application Vehicles like Ambulance, Water Tankers, Tippers, Delivery Vans, Dual Cabin etc,
with an aggregate capacity of 18,000 vehicles and 4,000 Buses annually, is looking a good buy, due
to significant volume growth achieved by the company for July'18 as well as Q1FY19. July '18 Sales
of 1,130units against 788 units YoY, shows a growth of 43% YoY, while for Q1FY19, it has sold 4,154
units (+13% QoQ, 32% YoY), which will be reflected positively in Q1FY19 earnings scheduled on 9th
August. Recently, company has launched new variety of GS Series Trucks. Additionally, SML Isuzu's
business profile is supported by its strong brand in the school bus segment, its technology tie-up with
Isuzu Motors (who also owns 15% stake in the company under Public category) and expanding
product-cum-distribution network. SML is also majorly owned by Sumitomo Corporation, which owns
44%stake in the company under MNC Promoter category. SML is currently in the process of investing
Rs. 220 a for technology, product development and up-gradation of plant infrastructure to improve
manufacturing efficiency. Further, the company has enhanced its production capacity from 18,000
units p.a. to 24,000 units p.a. w.e.f. 1-8-2018 by setting up an additional assembly line at cost of Rs.
22.4 crore. In addition, the company is in the process of revamping its sales and service network.
SML is currently working on plans to expand its distribution presence, along with its re-branding and
addition of new dealers. Its investments in product development and up gradation of plant
infrastructure would enhance marketability and help upgrade its product portfolio, which are likely to
support its business growth and help maintain its market position over the medium term. FY18 was
impacted by deferment of demand with expectations of price rationalization on account of Goods and
Services Tax (GST) and other one-off events, however, volumes have picked up again and company
is expected to get back to FY17 levels of sales (FY17 total sales 15,184, FY18 Total Sales 11,369,
Q1FY19 alone saw total sales 4,154 units) which could lead to an EPS of Rs. 40+ for FY19 and will
drive sharp re-rating in the stock. Interestingly, company recently organized an investor meeting with
several funds/investors, and fund buying is also expected in the stock. Share ruling at Rs. 805 is 30%
away from its 52 week high of Rs. 1,145,while 52 week low is at Rs. 718, offering attractive risk
reward, given recent growth in volumes. Share ruling at Rs. 796 can move to Rs. 950 in 1 year
period. Buy as an investor.

DISCLAIMER: This is solely for information of clients of Farsight Securities Ltd. and does not construe to be an investment advice. It is also not intended as an offer or solicitation for the
purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone and Farsight Securities Ltd. its
subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have exercised due diligence in checking the
correctness and authenticity of the information contained in this recommendation, but Farsight Securities Ltd. or any of its subsidiaries or associates or employees shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this recommendation or any action taken on basis of this
information. Technical analysis studies market psychology, price patterns and volume levels is used to forecast future price and market movements. Technical analysis is complementary
to fundamental analysis and news sources. The recommendations issued herewith might be contrary to recommendations issued by Farsight Securities Ltd. in the company research
undertaken as the recommendations stated in this report is derived purely from technical analysis. Farsight Securities Ltd. has based this document on information obtained from sources
it believes to be reliable but which it has not independently verified; Farsight Securities Ltd. makes no guarantee, representation or warranty and accepts no responsibility or liability as to
its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the time of publication and are subject to change without notice.
The information and any disclosures provided herein are in summary form and have been prepared for informational purposes. The recommendations and suggested price levels are
intended purely for trading purposes. The recommendations are valid for the day of the report however trading trends and volumes might vary substantially on an intraday basis and the
recommendations may be subject to change. The information and any disclosures provided herein may be considered confidential. Any use, distribution, modification, copying, forwarding
or disclosure by any person is strictly prohibited. The information and any disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other
financial product or instrument. The current performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will
achieve any targeted rates of return, and there is no guarantee against the loss of your entire investment.

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report)

Disclosure of interest statement — * Analyst interest of the stock /Instrument(s): - No. « Firm interest of the stock / Instrument (s): - No.




