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Strong domestic demand sustains momentum; Commodity headwinds temper
profitability

Ashok Leyland reported record revenue of Rs. 9,634 crores during Q1FY27 (up 10.4% YoY / down
32.0% QoQ), primarily driven by strong domestic CV volumes, with MHCV truck volumes increasing
15% YoY and LCV volumes rising 21% YoY, along with robust growth in non-CV businesses such as
aftermarket, Power Solutions, and defence. The performance remained marginally below street esti-
mates. Gross Profit stood at Rs. 2,742 crores (up 7.0% YoY / down 32.4% QoQ), with gross margin
declining to 28.5% (down 90 bps YoY / down 18 bps QoQ). The moderation was primarily due to high-
er material costs amid commodity pressures and supply chain disruptions, partly offset by better price
realization, cost-saving initiatives, product and business mix improvement, and inventory benefits.
EBITDA stood at Rs. 970 crores, flat YoY and down 53.1% QoQ, while EBITDA margin declined to
10.1% (down 105 bps YoY / down 452 bps QoQ). PAT stood at Rs. 609 crores (up 2.6% YoY / down
56.6% QoQ), with PAT margin declining to 6.3% (down 48 bps YoY / down 360 bps QoQ). Domestic
CV volumes remained strong, with total Q1FY27 CV volumes reaching a record 48,673 units, while
exports declined 18% YoY to 2,461 units due to logistical challenges in the GCC markets.

Valuation and Outlook

Ashok Leyland delivered a strong operational performance in Q1FY27, with revenue growth support-
ed by robust domestic CV volumes and healthy growth across non-CV businesses. However, profita-
bility remained under pressure, with EBITDA flat YoY and margins declining 105 bps to 10.1%, pri-
marily due to elevated commodity costs and supply chain disruptions. The impact was partly mitigated
through price increases, cost-saving initiatives, favourable product and business mix, and inventory-
related cost deferral. Importantly, the inventory benefit is largely a timing impact, with some commodi-
ty and overhead costs deferred into inventory expected to flow through the P&L as vehicles are sold,
although management indicated that the subsequent impact should not be significant. Going forward,
domestic CV demand remains encouraging, with management expecting high-single-digit MHCV in-
dustry growth for FY27 and slightly better growth in LCVs. The improving product mix through higher-
horsepower products such as HIPPO and TAURUS, further price increases, cost-saving initiatives
and stronger contribution from Defence and Power Solutions should help mitigate margin pressure.
The company's new product pipeline, expanding service network and strong Defence and electric bus
order books further support the medium-term growth outlook. That said, elevated commodity prices
remain the key near-term risk, with management expecting Q2FY27 to remain challenging and mean-
ingful improvement only from Q3/Q4FY27. Export normalization, particularly in the GCC, will also be
important for the overall growth trajectory. Overall, we remain cautiously constructive on Ashok Ley-
land, supported by strong domestic CV momentum, favourable replacement demand and improving
product mix, while margin recovery remains a key monitorable over the next few quarters.
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Key Concall Highlights
Demand Momentum

Domestic MHCV industry volumes grew 13% YoY in Q1, while LCV Vahan volumes increased 17%.
Ashok Leyland's MHCV truck and LCV volumes grew 15% and 21% YoY, respectively.

Management highlighted strong recovery in June and July, with MHCV industry growth exceeding 20%
in both months. It expects MHCV industry growth in the high-single-digit range for FY27, with LCV
growth slightly better.

RM Commentary

Commodity costs are expected to remain a key headwind in Q2FY27, with the impact potentially high-
er than Q1FY27.

Management expects commodity pressures to peak in Q2FY27, followed by some softening in
Q3FY27 and a more meaningful improvement in Q4FY27. Cost savings, product and business mix
and pricing actions will remain the key mitigation levers.

Pricing

Cumulatively, price increases since the beginning of FY27 stand at around 2.25% for MHCV and over
3.5% for LCV. Further price increases and discount optimization are being considered.

Inventory

Opening inventory helped shield Q1 margins from the full impact of higher commodity costs. Vehicle
inventory increased from around 6,000 units at the beginning of the quarter to 8,000 units at quarter-
end, with some commodity and overhead costs capitalized into inventory.

Management expects the subsequent P&L impact to remain manageable as these vehicles are sold.

LCV Outlook

LCV market share stood at 13.2%, up 30 bps YoY. Management is shifting focus toward the entire
LCV market rather than the historical 2-3.5 tonne segment, with the company currently participating in
around 50% of the overall LCV market.

Bus Strategy

Bus volumes declined as the company chose not to participate in certain unprofitable STU tenders.
Management reiterated its focus on profitability over market share in the heavy-duty bus segment,
while targeting market share gains in medium-sized buses, where its share has increased from around
15% to nearly 25% over the past 3-4 years.

Exports

Exports declined 18% YoY to 2,461 units due to disruptions at the Ras Al Khaimah plant, impacting
GCC volumes.

Management expects GCC volumes to recover as operations normalize, while SAARC and Africa con-
tinued to grow strongly. The company is also expediting its new Saudi plant to address strong GCC
demand.

Diversification

Management aims to reduce dependence on the cyclical MHCV business through growth in Defence,
aftermarket, EVs and Power Solutions. The domestic MHCV breakeven volume has declined from
around 6,000-7,000 units per month three-four years ago to approximately 1,000-1,500 units currently.

CapEx

Q1FY27 CapEx stood at Rs. 153 crores, focused on new products, future technologies, alternate
powertrains and EVs.

Annual CapEx has increased from the earlier Rs. 400-500 crores range to around Rs. 900-1,000
crores and is expected to increase further over the next 2-3 years.

“The company took price hikes of
more than 1% for MHCV and more
than 2% for LCV in July.”

New products are in the pipeline to
address the remaining segments.

“The new air suspension technology
for multi-axle trucks is seeing strong
customer reception, with management
highlighting its higher payload and
better TCO.”

“HIPPO tractors and TAURUS tippers
are also gaining traction, with several
new products planned for the remain-
der of FY27.”
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Quarterly Snapshot
Domestic volumes show normalization post strong Q4FY26 Exports stand subdued as GCC market remain volatile
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Key Financials

YE March (Rs. Cr.) FY23 FY24 FY25 FY26 FY27E FY28E
Revenue 36,144 38,367 38,753 44,007 48,290 52,910
Revenue Growth (Y-0-Y) 66.7% 6.2% 1.0% 13.6% 9.7% 9.6%
EBITDA 2,931 4,607 4,931 5,732 6,035 7,049
EBITDA Growth (Y-0-Y) 196.3% 57.2% 7.0% 16.3% 5.3% 16.8%
Net Profit 1,380 2,618 3,303 3,566 4,071 4,828
Net Profit Growth (Y-0-Y) 154.7% 89.7% 26.2% 7.9% 14.2% 18.6%
Diluted EPS 23 4.5 5.6 6.1 6.9 8.2
EBITDA (%) 8.1% 12.0% 12.7% 13.0% 12.5% 13.3%
NPM (%) 3.8% 6.8% 8.5% 8.1% 8.4% 9.1%
ROE (%) 16.4% 29.7% 28.7% 27.4% 27.6% 28.5%
ROCE (%) 20.0% 36.8% 32.5% 35.3% 32.8% 34.4%
P/E (x) 75.4x 39.7x 31.5x 29.2x 25.6x 21.5x
EV/EBITDA (x) 12.3x 11.8x 9.0x 8.0x 7.1x 6.1x
Market Cap/Sales (x) 3.4x 3.2x 3.2x 2.4x 2.2x 2.0x

Source: Company, BP Equities, Bloomberg Estimates

Institutional Research BP Equities Pvt. Limited (www.bpwealth.com) 18/08/2026 5

BP Equities reports are also available on Bloomberg [BPEQ <GO>] | Thomson Reuters | Capital 1Q |



Research Desk Tel: +91 22 61596138

Institutional Sales Desk Tel: +91 22 61596403/04/05

Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. 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. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.

Corporate Office: Registered Office:

4th floor, 24/26, 1st Floor, Cama Building,
Rustom Bldg, Dalal street, Fort,

29, Veer Nariman Road, Fort, Mumbai-400001

Mumbai-400001

Phone- +91 22 6159 6138
Fax-+91 22 6159 6160
Website- www.bpwealth.com BP Equities Pvt. Ltd.

CIN No: U67120MH1997PTC107392

BP Wealth Management Pvt. Ltd.
CIN No: U67190MH2005PTC154591




