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Volume pickup to fuel
Eicher’s ride ahead
TANMAY TIWARY
NewDelhi, 11February

S haresofEicherMotors, a two-
wheeler and commercial
vehicle major, slipped 6.7 per

cent in trade on Tuesday due to
lower profitability and profit book-
ing. The company posted weaker-
than-expected earnings before
interest, tax, depreciation, and
amortisation(Ebitda)margin,which
contractedby 190basis points (bps)
to 24.2 per cent in the third quarter
(Q3)of 2024-25 (FY25), from26.1per
cent inQ3 of 2023-24 (FY24).

Thestockhadalsohit anall-time
high of ~5,551.75 on February 5,
prompting investors to bookprofits.
Asaresult,EicherMotors’shareprice
dropped as much as 7.05 per cent,
hitting an intraday low of ~4,953.35
pershare.Thestock,meanwhile,set-
tled 6.56 per cent lower at ~4,980. In
comparison, the BSE Sensex closed
1.32 per cent lower at 76,293.6.
However, over the past year, Eicher
Motors has outperformed themar-
ket, surging 30 per cent compared
to an 8 per cent rise in the Sensex.

Analysts at Motilal Oswal high-
lighted that while overall results
were positive, the operating per-
formance fell short of expectations.
The 190-bp year-on-year (Y-o-Y)
margin contraction reflected the
firm’s focus ongrowth initiatives.

Themanagement indicated that
it would continue investing in
demand-generationactivities, inclu-
dingbrand-buildingefforts, todrive
future growth. Despite improve-
ments in exports during Q3FY25,
sentiment remainedweak, and the
management maintained a cau-
tiously optimistic outlook. Consid-
ering these aspects, Motilal Oswal
analysts expect Royal Enfield to
achieve 12per cent annual earnings
growth over FY24-27. However,
given the anticipated slower earn-
ings growth, they recommended a
‘sell’ rating with a target price of
~4,305, based on their December
2026 sum-of-the-parts valuation.

ICICI Securities analysts also
noted that themargin performance
for the standalone Royal Enfield
franchise fell short of expectations,
primarily due to pressure on gross
margins (resultingfromanunfavou-
rable product mix) and high other
expenses.These includedincreased
marketing costs, with roughly ~70
crore spent on multiple product
launches and the debut of the elec-
tric vehicle brand.

Nevertheless,EicherMotors saw
overall improvement. The com-
panyposteda 17.5per cent increase
in consolidated profit to ~1,170.5
crore inQ3FY25, compared to ~996
crore in Q3FY24. Revenue from
operations jumped 19 per cent Y-o-
Y to ~4,973.1 crore inQ3FY25,mark-
ing its strongest quarterlyperform-
ance, up from ~4,178.8 crore in the
same quarter the previous year.
Ebitda increased 10.2 per cent

Y-o-Y to ~1,201.2 crore, up from
~1,090.3 crore in Q3FY24.

Royal Enfield also achieved a
majormilestone,settinganewrecord
with269,039motorcyclessoldduring
Q3FY25, a 17 per cent increase from
the 229,214 motorcycles sold in
Q3FY24. The VE Commercial Vehi-
cles (VECV)divisionreporteda6per
cent increase in revenue to ~5,801
crore inQ3FY25, compared to ~5,483
crore in the same quarter the pre-
viousyear.VECVsold21,012vehicles
in Q3, surpassing the 20,706 units
sold in the sameperiod last year.

AnalystsatNuvama,meanwhile,
maintained their ‘buy’ rating on
EicherMotors,raisingthetargetprice
to ~6,100 from ~6,000 earlier.
Nuvama noted that while Q3FY25
Ebitdawas slightly belowestimates,
Royal Enfield’s domestic sales
expanded 13 per cent during the
quarter,outperformingtheindustry,
which sawa2per centdecline.

Analysts atNomuramaintained
their view that Royal Enfield’s vol-
ume growth has picked up, driven
by a trade-off between volume
growth and margins. While they
believe the management is follow-
ing the right strategy, the current
valuationof 30xFY27 earnings sug-
gests that the market expects both
average selling prices and margins
to continue expanding.

Moreonbusiness-standard.com

Stockup30%overtheyear,outpacingSensex’s8%rise
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SANJAYKUMARSINGH&KARTHIK JEROME

Twomajorevents—theUnion
Budgetof2025andtheReserve
BankofIndia’s(RBI)monetary
policyreview—havetaken
place.Let’sexaminetheoutlook
fordebtmutualfunds(MFs)
followingthesedevelopments.

Twinboosts:Fiscal
consolidationandratecuts
ThekeypositivefromtheBudget
fordebtmarkets is fiscalconsoli-
dation. The revised fiscal deficit
estimatefor2024-25standsat4.8
per cent of gross domestic pro-
duct (GDP),while the fiscaldefi-
cit for2025-26 isestimatedat4.4
per cent ofGDP.

“The government has signif-
icantly reduced the fiscal deficit
in line with its guidance. It has
also committed to reducing the
debt-to-GDP ratio going for-
ward,” says Mahendra Kumar
Jajoo, chief investment officer-
fixed income, Mirae Asset
InvestmentManagers (India).

“The fiscal deficit estimate
for next year of 4.4 per cent

aligns with the glide pathmen-
tioned earlier during Covid
whenthedeficithad increased,”
says Joydeep Sen, corporate
trainer and author.

The monetary policy turned
dovish with the first rate cut in
nearly fiveyears. “Moreratecuts
are likely going forward,” says
Pankaj Pathak, fund manager-
fixed income, Quantum Asset
Management Company (AMC).

HigherUSinflationrisk
The slowing Indian economy

requires ratecutsandasupport-
ive monetary policy. “However,
global uncertainty due to
Trump’s tariffs,geopoliticalcon-
flicts, etc. could lead to higher
inflation and ahigher fiscal def-
icit in the US. The RBI may be
forcedtorespondtoglobaldevel-
opments,” says Jajoo.

If US inflationmoves higher,
rate cuts by the US Fed could
stall, with global repercussions.
“While the Indian government
iscommittedtomaintainingthe
fiscal deficit, further fiscal sup-
portmay be needed if the econ-
omydoesnot revive,” saysJajoo.

Ratecutexpectations
Mostexpertsanticipateashallow
rate-cut cycle. “If inflation falls
to the RBI’s projected average
levelof4percentforFY26, there
would be a significant gap com-
pared to the repo rate of 6.25per
cent, creating the possibility of
another50-75basispointsofrate
cuts in the next one year,” says
Jajoo.

Since the current repo rate is
close to its long-term average,
Pathakanticipatesonemorecut
of 25 basis points. “However, if
GDP growth recovery remains
sluggish, more cuts, up to 100

basis points, are possible,” he
says. Sen expects one or atmost
two incremental rate cuts, each
of 25 basis points.

Long-durationfunds
couldrallyfurther
If rates are cut by another 50-75
basis points, long-duration
bonds and funds could rally
further, according to Jajoo.

Pathak foresees a decline in
long-term yields due to positive
demand-supply dynamics in
government bonds.

“The net supply of govern-
ment bonds for FY26 is flat, but
demand from insurance com-
panies, pension funds, and
banks has been growing.
Demand from foreign investors
couldalso increaseduetoIndia’s
inclusion in global bond
indices,” he says.

Low-durationfunds
attractive
Some fund managers find the
low-durationcategoryattractive.

“Today, the three-year cor-
poratebondyield ishigher than
the five- and 10-year yields. If
theRBI injects adequate liquid-
ity and credit momentum
slows, the corporate bond yield
curve could normalise,
benefiting these funds,” says
Jajoo. He suggests diversifying
between long-duration and
low-duration funds.

Other managers favour
dynamicbondfunds. “Dynamic
bond funds are a goodbet if you
canstayinvestedfor twotothree
years. Accrual levels are decent
in short- to medium-duration
AAAbonds,” saysPathak.

Sen recommends corporate
bond funds. “The spread of cor-
porate bonds offer over G-Secs
is attractive,” he says.
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DEBT MUTUAL FUND OUTLOOK
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KeyFindings
WEALTH CREATION vs %
RETURN: The report
found that while the
percentage returnwas

slightly higher for SIPs
that started at the
bottom of themarket
cycle, the absolute gain
(wealth creation) was

significantly higher
for SIPs that began at
the top. This insight
challenges the common
belief that entering the
market at the lowest
point guarantees better
returns in the long run.
THE COST OF DELAY:
Another striking
takeaway from the

report is the “Cost of
Delay” — the longer
investors wait for the
market to hit rock
bottom, the higher
the potential
opportunity cost.
CONSISTENCY IS KEY: Over
time, whether an
investor starts at the
top or the bottom of

the market cycle,
the percentage
difference in returns
tends to even out.
THE POWER OF
COMPOUNDING: The report
emphasises thatmarket
risk is secondary
to the risk ofmissing
out on compounding
over time.

Should investors start SIP at the top of the cycle or
the bottom?WhiteOak did an analysis using long
period data of BSE Sensex TRI (last 28+ years). It
took all those periods when the equitymarket has
fallenmore than 20 per cent from its top.

Mutual fundinvestments:Whichisbetter, startingSIPat toporbottom

HIGH RETURN OVER PAST YEAR
Categoryaveragereturns(%) n 1-year n3-year n5-year
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Royal Enfield
set a new
record with
269,039
motorcycles
sold during
Q3FY25, a
17% increase


