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STOCK PICKS

Company overview
Based in India, Bosch Ltd. is a 

subsidiary of its parent Robert Bosch, 

which holds 70.5% stake in its Indian 

entity. Bosch is a leading supplier of 

technology and services in the areas 

of mobility solutions, industrial tech-

nology, consumer goods, and energy 

and building technology. Addition-

ally, in India, Bosch has the largest 

development centre outside Germany 

for end-to-end engineering and 

technology solutions. Bosch Group in 

India employs over 31,000 associates. 

Bosch setup its manufacturing oper-

ations in 1951, which has grown over 

the years to include 18 manufacturing 

sites and seven development and 

application centres. The Company’s 

manufacturing facilities are located 

in Bengaluru, Nashik, Naganathapura, 

Jaipur, Goa, Gangaikondan, Chennai 

and Bidadi.

Investment Rationale
Content per vehicle to improve

Bosch a leading technological player 

is set to gain from the implemen-

tation of Bharat Stage 6 (BS VI) 

emission norms in India. India move 

directly from BS IV norms to BS VI 

norms in order to curb pollution. 

Bosch is going to see a significant 
increase in content per vehicle under 

the BS VI regime as compared to the 

BS IV era as the drastic reduction 

in particulate matter and nitrogen 

oxide emission makes changes in 

engine specifications and exhaust 
treatment imperative. Bosch’s 

content per vehicle would also 

increase due to commencing supplies 

in the fast-growing electric vehicle 

segment and emerging technologies 

such as connected vehicles. Bosch 

is witnessing increased offtake in 
the engine and exhaust gas treat-

ment systems as automotive OEM 

customers have started rolling BS6 

emission norm-compliant vehicles. 

Since 2017 Bosch has executed 79 

BS 6 projects in the PVs/CVs with 

Bosch Ltd.

Company Information

BSE Code 500530
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major OEMs Amid the crisis, in India, 

company plans to continue with 

critical investments in competence 

development and solutions designed/

developed for India. With a strong 

technological parentage, Bosch has 

developed solutions for automotive 

OEM customers and has also forayed 

into new segments to meet stringent 

BS VI norms. Moreover, supplies of 

fuel-injection systems to 2W players 

provide an incremental opportunity. 

Company has tied up with major 

OEMs for supplying them with BS 

VI compliant components. Bosch’s 

BS 6 order book at Rs 18 500 crore 

executable over the next five to six 
years provides strong visibility for 

the company. Recovery is expected 

from FY22 driven by normalization 

in economic activity. Further as per 

the management, the company would 

continue to improve on localisation 

levels in BS6 components over the 

next two to three years, which would 

enable margin improvement.

Electric vehicles new growth 

areas

Bosch India is focusing on electric 

vehicles as it wants to be a tech 

agnostic player and plans to provide 

services to the entire automotive 

technology chain. Bosch India has 

received orders for the electric 

vehicles and is currently supplying 

to both the two-wheeler and the 

passenger vehicle segment. The 

electrification of 2Ws/3Ws opens up 
newer avenues of growth as Bosch 

would be relatively better positioned 

in these segments for EVs due to 

limited competition here compared 

with e-PVs. Major OEMs venturing 

into the electric vehicle space have 

chosen Bosch India as vendor. Bosch 

has initiated supply of entire drive 

systems (motor, control unit, battery, 

charger) to Bajaj Auto’s first electric 
vehicle “Chetak” and supply of 

in-house hub system for TVS electric 

vehicle Qube. Apart from supply to 

two-wheeler, Bosch India has also 

commenced supply of components to 

Tata Motors electric vehicle Nexon. 

So, with adoption of electric vehicles 

in all the segment, Bosch is well place 

to grab this new opportunity and is 

expected to be a new growth area for 

the company.

Margins to improve driven by 

localisation

Bosch is focusing on improving 

localisation levels for BS6 compo-

nents. As the BS6 vehicle prolifera-

tion improves, Bosch would look at 

parts that could be manufactured 

in-house. Bosch stated that it would 

achieve a significant increase in 
localisation levels over the next two 

to three years, which would enable 

margin improvement. Bosch has so 

far invested Rs. 1,300 crore over the 

past six quarters on transformational 

and restructuring the organisation 

and making it future ready. These 

investments are primarily towards 

optimising manpower (through early 

VRS) and enhancing digitisation 

initiatives. Bosch stated that trans-

formational expenses are mostly 

over, with marginal expenses likely 

in Q3FY21. Bosch expects payback 

period of about five years in these 
programmes, the benefits of which 
would be visible in margin improve-

ment starting FY22.

2W segment: An additional 

opportunity

Bosch was not present in engine 

systems for the two-wheeler (2W) 

segment in earlier BS4 era. But in the 

BS6 era the company started man-

ufacturing engine systems for the 

2W segment. Now to meet stringent 

BS-VI emission norms, 2W players 

need to install fuel injections in 

place of the carburettor to optimise 

combustion and also require changes 

to the exhaust treatment. The supply 

of fuel-injection systems to the 2W 

segment provides additional oppor-

tunity for Bosch. Bosch’s engine 

Bosch 3Yr. Price Chart
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Bosch is going to 

see a significant 
increase in content 

per vehicle under the 

BS VI regime as the 

drastic reduction in 

particulate matter 

and nitrogen oxide 

emission makes 

changes in engine 

specifications and 
exhaust treatment 

imperative.
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management and exhaust systems 

provide optimal solutions for 2W 

players and Bosch has already tied 

with leading OEM’s for the supply of 

BS-VI compliant products. 

Key risks
  Sluggish demand in automotive 

sector would hurt the revenue 

visibility of the company.

  As company imports critical parts 

from its parent, hence any volatility 

in currency could have negative 

bearing on its margins.

  Pricing pressures by original 

equipment manufacturer (OEM) 

customers can impact margins.

Valuation
Bosch India is one of the leading 

auto ancillary companies in India 

with significant market share in fuel 
injection and engine parts segment. 

Bosch is likely to be the key benefi-

ciary of increased content per vehicle 

with the advent of BS-VI emission 

norms in India. With strong tech-

nological support from the parent 

and with two-wheeler segment as 

an incremental growth opportunity, 

Bosch is poised to outgrow the 

industry in a challenging demand 

environment. Future growth areas of 

connected and electric vehicles can 

be tapped with strong support from 

the parent. Moreover, company is 

financially sound with strong balance 
sheet supported by robust free cash 

flows, healthy return ratios and sta-

ble margins. Company has delivered 

consistent healthy operating cash 

flows which keep the business cash 
rich and debt free, which is better 

than other ancillary peers. Bosch 

has a strong technological parentage 

and operates in a high entry barrier 

industry. Leading position in domes-

tic auto ancillary market, resilience 

to any technological change, strong 

parent back up and healthy financials 
make company to trade at premium 

valuation as compared to other auto 

ancillary peers. Thus, we believe 

company’s strong business model 

and healthy financials have ratio-

nalized its premium valuation and 

expect company would deliver higher 

earnings growth going ahead. Hence, 

we recommend our investors to BUY 

the scrip for a target of Rs. 15,200 

from 12 months investment perspec-

tive. Currently, the scrip is valued at 

P/E multiple of 26.0x on FY22E EPS.

Particulars (in Rs Cr) FY20 FY21E FY22E FY23E

Net Sales 9912.1 9238.1 11575.3 12582.4

Growth (%) -19.1 -6.8 25.3 8.7

EBITDA 1475.4 1118.2 1702.7 1946.5

EBITDA Margin (%) 14.9 12.1 14.7 15.5

Net profit 649.8 825.4 1448.1 1645.6

Net Profit Margin (%) 6.6 8.9 12.5 13.1

EPS (Rs) 220.2 279.9 491.0 558.0

Consensus Estimate: Bloomberg

Bosch has a strong 
technological 
parentage and 
operates in a high 
entry barrier 
industry. Leading 
position in domestic 
auto ancillary 
market, resilience 
to any technological 
change, strong 
parent back up and 
healthy financials 
make company to 
trade at premium 
valuation as 
compared to other 
auto ancillary peers.
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Ashika Stock Broking Ltd.

Ashika Stock Broking Limited (“ASBL”) 

started its journey in the year 1994 and 

is presently offering a wide bouquet of 
services to its valued clients including 

broking services, depository services 

and distributorship of financial prod-

ucts (Mutual funds, IPO & Bonds). It 

became a “Research Entity” under 

SEBI (Research Analyst) Regulations 

2014 in the year of 2015 (Reg No. 

INH000000206).

ASBL is a wholly owned subsidiary of 

Ashika Global Securities (P) Ltd., a RBI 

registered non-deposit taking NBFC 

Company. ASHIKA GROUP (details 

enumerated on our website www.

ashikagroup.com) is an integrated 

financial service provider inter alia 
engaged in the business of Investment 

Banking, Corporate Lending, Com-

modity Broking, Debt Syndication & 

Other Advisory Services.

There were no significant and mate-

rial disciplinary actions against ASBL 

taken by any regulatory authority 

during last three years except routine 

matters.

DISCLOSURE

Research reports are being prepared 

and distributed by ASBL in the sole 

capacity of being a Research Analyst 

under SEBI (Research Analyst) Regu-

lations 2014. The following disclosures 

and disclaimer are an essential part 

of any Research Report so being 

distributed.

1) ASBL or its associates, its Research 

Analysts (including their relatives) 

may have financial interest in the 
subject company(ies). And, the said 

financial interest is not limited to 
having an open stock market position 

in /acting as advisor to /having a loan 
transaction with the subject com-

pany(ies) apart from registration as 

clients.

2) ASBL or its Research Analysts 

(including their relatives) do not have 

any actual / beneficial ownership of 
1% or more of securities of the subject 

company(ies) at the end of the month 

immediately preceding the date of 

publication of the source research 

report or date of the concerned 

public appearance. However, ASBL’s 

associates may have actual / beneficial 
ownership of 1% or more of securities 

of the subject company(ies).

3) ASBL or its Research Analysts 

(including their relatives) do not 

have any other material conflict of 
interest at the time of publication of 

the source research report or date 

of the concerned public appearance. 

However, ASBL’s associates might 

have an actual / potential conflict of 
interest (other than ownership).

4) ASBL or its associates may have 

received compensation for investment 

banking, merchant banking, broker-

age services and for other products 

and services from the subject compa-

nies during the preceding 12 months. 

However, ASBL or its associates or its 

Research analysts (forming part of 

Research Desk) have not received any 

compensation or other benefits from 
the subject companies or third parties 

in connection with the research 

report/ research recommendation. 
Moreover, Research Analysts have not 

received any compensation from the 

companies mentioned in the research 

report/ recommendation in the past 
twelve months.

5) The subject companies in the 

research report/ recommendation 
may be a client of or may have been 

a client of ASBL during the twelve 

months preceding the date of con-

cerned public appearance for invest-

ment banking/ merchant banking / 
brokerage services.

6) ASBL or their Research Analysts 

have not managed or co–managed 

public offering of securities for the 
subject company(ies) in the past 

twelve months. However, ASBL’s 

associates may have managed or co–

managed public offering of securities 
for the subject company(ies) in the 

past twelve months.

7) Research Analysts have not served 

as an officer, director or employee 
of the companies mentioned in the 

report/ recommendation.

8) Neither ASBL nor its Research 

Analysts have been engaged in 

market making activity for the 

companies mentioned in the report / 
recommendation.

DISCLAIMER

The research recommendations and information are solely for the personal information of the authorized recipient and does not con-

strue to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. This report is not 
for public distribution or use by any person or entity, where such distribution, publication, availability or use would be contrary to law, 

regulation or subject to any registration or licensing requirement. We will not treat recipients as customer by virtue of their receiving 

this report. The report is based upon the information obtained from public sources that we consider reliable, but we do not guarantee 

its accuracy or completeness. ASBL shall not be in anyways responsible for any loss or damage that may arise to any such person from 

any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations.


