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Broad-based growth across parameters; H2FY26 outlook remains upbeat

Ashok Leyland Limited reported a healthy performance for the quarter, with key metrics comfortably
exceeding street expectations. The company posted a topline growth of 9.3% YoY / 9.9% QoQ to Rs.
9,538 crores, supported by a steady improvement in both domestic and export volumes. This was
further aided by higher spares revenue during the period. Gross margin held broadly stable at 29.0%
YoY, though it saw a sequential contraction of 52 bps, primarily due to inventory destocking. A note-
worthy development was the softening of material costs despite the introduction of ACs across the
MHCV portfolio, reflecting the company’s ongoing cost-optimisation initiatives. EBITDA stood at Rs.
1,162 crores (up 14.2% YoY / up 19.9% QoQ), translating to a margin of 12.2% (up 53 bps YoY / up
102 bps QoQ). Margin expansion was driven by improved realizations and stronger operational disci-
pline. Reported profit came in at Rs. 771 crores (flat YoY / up 29.9% QoQ). The comparison was influ-
enced by an exceptional loss of Rs. 40 crores in Q2FY26 versus an exceptional gain of Rs. 117
crores in Q2FY25. Total volumes for the quarter were 49.1k units (up 7.7% YoY / up 11.0% QoQ).
The company recorded a 3% YoY increase in MHCV volumes and a 6% YoY rise in LCV volumes.
Ashok Leyland also highlighted marginal improvements in market share across both segments while
maintaining its strong leadership position in the Bus category. The company has also recommended
an interim dividend of Rs. 1 per share, with November 18, 2025, being the record date.

Valuation and Outlook

Ashok Leyland delivered a solid Q2 performance marked by resilient margin execution, strengthening
demand tailwinds and continued progress on its strategic priorities. The quarter was supported by
steady domestic volumes, a strong revival in exports (up 45% YoY in Q2), and sustained growth
across non-truck businesses, including buses, LCVs, spares, and power solutions, which now ac-
count for nearly 50% of revenue and remain structurally margin-accretive. Operational efficiency re-
mains the key highlight for the company, with a softening commaodity trend in Q3FY26 further reinforc-
ing near-term margin tailwinds. The demand environment has turned incrementally positive post GST
2.0, aided by a 10% reduction in vehicle prices and improving freight demand. Management expects
H2 to be meaningfully better than H1 across volumes and growth rates for the MHCV and LCV seg-
ments, with October trends indicating 7% MHCV and 15% LCV industry growth. LCVs, in particular,
are seeing strong traction driven by retail demand and the success of new launches like SAATHI,
which now forms over 20% of LCV volumes. The medium-term outlook is reinforced by a strong prod-
uct pipeline. The company is set to launch premium heavy-duty trucks (320hp and 360hp) and new
high-capacity buses in Q3-Q4, which are expected to aid both mix and pricing power. Management
remains confident of a margin upcycle supported by premiumisation, favourable commodity prices
and a richer revenue mix, reiterating its strategic aspiration to achieve mid-teen EBITDA margins over
the medium term. Overall, the company remains well positioned to benefit from the ongoing industry
recovery, rising exports, margin-accretive non-truck business and a refreshed product pipeline.
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Key Concall Highlights
Industry Update and Outlook

The MHCYV industry grew 4% in Q2FY26, while the LCV segment expanded by 13%. Demand contin-
ued to strengthen in October 2025, with MHCV and LCV (2—4 ton) volumes rising 7% and 15% YoY,
respectively.

Management expects H2FY26 to outperform H1FY26 in terms of absolute volumes and growth rates,
supported by GST 2.0-led price reductions and an anticipated uplift in freight demand.

GST 2.0 is expected to structurally improve replacement demand, driven by the 10% reduction in truck
prices and higher freight demand.

Business Update

MHCYV truck volume for Q2FY26 was at 21,647 units, and MHCV bus volume was at 4,660 units. In
H1FY26, Ashok Leyland's domestic MHCV market share was 31%, up 50 basis points from H1FY26
last year.

The LCV domestic volume for Q2FY26 was at 17,697 units, higher by 6.4% on a YoY basis. LCV Va-
han market share at the end of H1FY26 stood at 13.2%, higher by 0.9% on a YoY basis.

Export volumes rose sharply to 4,784 units in Q2FY26 (up 45% YoY). For H1FY26, export volumes
grew 38%, driven by broad-based momentum across GCC, Africa, and SAARC markets.

Growth in non-CV business remained in line with management estimates. Aftermarket revenue grew
11% YoY, Power Solutions rose 14% YoY, and Defence revenue increased 25% YoY, supported by a
strong order book and healthy tender pipeline.

Capex for Q2FY26 was Rs. 417 crores and Rs. 658 crores for H1FY26. No investments were made in
subsidiaries during the first half.

Margin & Cost Control Commentary

Management reiterated that cost-saving initiatives, price recovery, and commodity tailwinds should
continue to support margins in coming quarters.

Breakeven volumes have structurally reduced from 6,000-7,000 units/month earlier to ~1,000-1,200
units/month, driven by fixed-cost optimization and growing non-truck business.

Rs. 420 crore rough-terrain forklift order delayed pending emission-related NOC; likely to begin execu-
tion in Q4FY26 or spill into FY27.

Strategic Update

The company is planning to launch a new range of heavy-duty trucks with power ratings of 320 and
360 horsepower, featuring its in-house engine with 20-30% higher peak torque than competitors, tar-
geted for the Q3/Q4FY26 timeframe.

The modern bus plant in Lucknow will be commissioned shortly. With full ramp-up of the Andhra Pra-
desh and Lucknow facilities, bus body-building capacity will increase to 20,000 units per year from the
current 12,000 units.

The company has announced its plans to invest in the development and manufacturing of next-
generation batteries for both automotive and non-automotive applications, including energy storage
systems.

Subsidiary Update

For H1FY26, Switch India sold close to 600 buses and 600 eLCVs. The company also reported to be
EBITDA and PAT level positive. The order book for buses at the end of H1 Y26 stood at 1,650 units.

OHM, its MaaS subsidiary, operates more than 1,100 electric buses with a fleet availability of over
98%. During the quarter, OHM added more than 250 buses to the operating fleet and is progressing
well on its target of operating 2,500-plus buses within the next 12 months.

“Truck utilisation is currently stable;
expected to improve further as con-
sumption strengthens.”

“The company also highlighted signs
of improving consumer sentiment,
underpinned by better consumption
trends and increasing infrastructure
activity.”

“No specific price increase was under-
taken in Q2FY26. The company is
evaluating a price hike for Q4FY26 or
Q1FY27, though a hike in Q3FY26
appears unlikely.”

“In the medium-term, the company
targets 5-8% from defence. “

“Q3FY26 is expected to benefit from
lower commodity costs vs. Q2FY26.”

“The company is developing a biofuel
product for their LCV segment to
address market needs in the NCR
region, Mumbai and Gujarat, with
launch expected in the next 1-2 quar-
ters.”
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Quarterly Snapshot
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Key Financials

YE March (Rs. Cr.) FY22 FY23 FY24 FY25 FY26E FY27E
Revenue 21,688 36,144 38,367 38,753 41,820 45,544
Revenue Growth (Y-0-Y) 41.7% 66.7% 6.2% 1.0% 7.9% 8.9%
EBITDA 995 2,931 4,607 4,931 5,402 6,044
EBITDA Growth (Y-0-Y) 86.0% 194.6% 57.2% 7.0% 9.5% 11.9%
Net Profit 542 1,380 2,618 3,303 3,590 4,015
Net Profit Growth (Y-0-Y) NM 154.6% 89.7% 26.2% 8.7% 11.8%
Diluted EPS 0.9 24 4.5 5.6 6.1 6.8
EBIDTA (%) 4.6% 8.1% 12.0% 12.7% 12.9% 13.3%
NPM (%) 2.5% 3.8% 6.8% 8.5% 8.6% 8.8%
ROE (%) 7.4% 16.4% 29.7% 28.7% 28.1% 29.0%
ROCE (%) 2.2% 18.9% 35.1% 32.5% 33.6% 36.7%
P/E (x) 164.1x 64.3x 33.9x 26.9x 24.7x 22.1x
EV/EBITDA (x) 91.6x 31.2x 19.0x 17.9x 16.0x 14.1x
Market Cap/Sales (x) 4.1x 2.5x 2.3x 2.3x 2.1x 1.9x

Source: Company, BP Equities, Bloomberg
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