ZF Commercial Vehicle Control System (WABIND)

CMP: X 12,650

Target: X 16,300 (29%) Target Period: 12 months

March 26, 2025
Driving Growth with regulatory tailwinds...

About the stock: ZF Commercial Vehicle Control Systems India (ZFCV) (erstwhile
Wabco India), now part of the ZF Group, is the market leader in CV braking space
and a technology-focused complete solutions provider.

e FY24 sales channel mix - OEM ~49%, Aftermarket ~12%, exports ~39%
e FY24 Product mix: Sale of products ~89%, Services ~11%

Q3FY25 Results: On standalone basis, revenues for the quarter came in at Y956
crore, up 8% YoY. EBITDA in Q3FY25 stood at X175 crore with EBITDA margins at
18.3% (up 290 bps QoQ). PAT in Q3FY25 came in at X125 crore (up 25% YoY).

Investment Rationale

e Regulatory tailwinds to accelerate ADAS adoption, boost for ZFCV:
ZFCV has demonstrated strong leadership in supplying braking solutions
to the domestic M&HCV space with regulatory safety led persistent
content per vehicle increase. The company has also in the past showcased
its capability in providing ADAS solutions to domestic OEMs with partial
adoption of the same by some players. Now, as we understand govt.
wants to further upgrade commercial vehicles and hence proposes that all
new passenger vehicles designed to carry more than eight individuals, as
well as buses and trucks, will be required to be fitted with Advanced
Emergency Braking Systems (AEBS), Driver Drowsiness and Attention
Warning Systems (DDAWS), and Lane Departure Warning Systems
(LDWS). These advanced driver assistance systems (ADAS) are intended
to minimize accidents by automatically engaging the brakes in the event
of a potential collision, alerting drivers to drowsiness or unintentional lane
changes, and improving overall driver awareness. They propose to
implement the same starting April 2026. We see this as a big positive for
ZF CV as it can potentially double its existing content per vehicle from US$
600 to over US$ 1,000 in times to come. The company’s current ADAS
offerings, directly address these mandates, providing a competitive edge.

e Global focus to support export growth in near to medium term: Exports
is a significant growth driver for ZFCV contributing ~40% of 9MFY25 sales.
The company is a reliable global supplier of advanced automotive
components with strategic focus on high-value product lines, particularly
air compressors and actuators, catering to the sophisticated demand of
European OEMs. With ZF group intent to substantially increase sourcing
from India and ZFCV recently commissioning a new plant down South,
export growth is seen robust going forward (healthy double digit CAGR).

Rating and Target Price

e ZFCV has maintained its leadership position in domestic M&HCV space,
supported by its wide product portfolio, deep OEM relationships, and
increasing aftermarket penetration. With long run way of content increase
and healthy cash positive B/S, we have a positive view on the company
and assign a BUY rating valuing ZFCV at X 16,300 i.e. 50x PE on FY27E

Key Financial Summary

Key Financials 20 P21 F22 P23 Fraq O YSOrCAGR
(FY19-24)

Net Sales 19296 18635 25433 34446 37837 5.8%

EBITDA 2515 2058 2526 4703  563.0 6.6%

EBITDA Margins (%) 13.0 11.0 9.9 13.7 14.9

Net Profit 1588 1038 1421 3177 4047 7.5%

EPS (%) 83.7 54.7 749 1675 2133

PIE 1511 2312 1689 75.5 59.3

RoCE (%) 8.5 5.8 7.6 148 15.9

RolC (%) 18.6 136 15.6 325 31.2

Commercial Vehicle Solutions

Particulars

Particular Amount
Market Capitalization 23994
Total Debt (FY24) X0
Cash &Inv. (FY24) X 1315
EV 22679
52 week H/L () 18,250/9,561
Equity capital 9.5
Face value X5
Shareholding pattern
Mar-24  Jun-24 Sep-24 Dec-24
Promoter 75.0 67.5 67.5 63.2
Fll 2.2 3.7 4.1 5.1
DIl 158 212 210 239
Other 7.0 7.6 7.4 7.9
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Recent event & key risks

e Reported highest ever EBITDA
margins at 18.3%.

e Key Risk: (i) than
anticipated content per vehicle

Slower

increase (regulatory, technology
led), (i)
prices impacting margins

volatile commodity
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FY25E  Fv26E  Fya7E O YeOr CAGR

(FY24-27E)

38385 42383 4,866.1 8.7%

639.7 7205 8516 14.8%
16.7 17.0 175

460.4 5186 6187 15.2%
2427 2734 3262
52.1 46.3 38.8
15.8 156 16.4
33.4 35.5 39.6

Source: Company, ICICI Direct Research
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Q3FY25 Earnings Conference Call Highlights

Industry Overview: The commercial vehicle (CV) industry saw sequential
growth, driven by construction and mining activity, yet experienced a 9.5%
YoY decline due to economic slowdown and delayed government capital
expenditure. The commercial vehicle production (CV>6T) decreased from
105,025 in Q3 FY24 to 95,082 vehicles in Q3 FY25.

Financial Performance: Product sales grew 4.4% YoY to X832 crore, driven
by strong aftermarket and export sales. For Q3FY25 the revenue mix was
OEM - 49%, after-market — 16% & export -35%

OEM Sales: OEM sales declined 15.3% YoY to X409 crore due to lower CV
production and an unfavourable product mix shift towards buses and ICV
segments, resulting in lower content per vehicle. To offset this impact ZF
introduced key product initiatives like - Electronically controlled air
suspension for coaches and electric buses, Expansion of OptiDrive AMT
across more vehicle platforms, and 5% increase in trailer ABS adoption,
driven by safety regulations.

Aftermarket Business: Aftermarket revenue rose by 20.6% YoY to X132.4
crore, driven by: Retrofitting hydraulic ABS for LCVs targeting exports,
Increased penetration of door control systems, and collaboration with
petroleum firms to implement new safety specifications aimed at
preventing rollover accidents. The initiative will begin with a pilot program
in four states, where its effectiveness in reducing accidents will be
assessed. However, sales to State Transport Undertakings (STUs)
remained stagnant due to the replacement of aging buses with new
vehicles, slower-than-expected adoption of electric vehicles (EVs), and
state government policies that have affected payment collections.

Exports: Product exports grew to X290.6 crore, aided by expansion into air
compressors and actuators with leading European OEMs. New business
wins and capacity expansions for high-end twin-cylinder compressors
(content value of EUR200) and actuators should drive further growth. The
company has 4 product lines — compressor, actuators & brake chambers,
electronic control system, and valves & component supply. ¥4 of overall
exports comes from compressor with a total of 3 customers. Service
exports increased 18.5% YoY to X104.5 crore due to rising demand for
engineering support.

Digital Business: Revenue grew by ~40% YoY to 9.5 crore, driven by
Advanced Driver Assistance Systems (ADAS) and fleet connectivity
solutions. Subscription-based revenue rose 17% YoY, with increasing
adoption from fleet operators.

Strategic Initiatives & Future Outlook: Diversified portfolio expansion
with new products in safety, digital, and electrification, including electric
compressors. It also has a strong export momentum wherein high-end
compressors and brake actuators are gaining traction with Daimler, Volvo,
and DAF. Also, Government’s infrastructure push and EV bus tenders
expected to drive OEM recovery in coming quarters.

Oragadam Subsidiary Performance & EV Business: ZF produces 3 or 4
products here which includes electric compressor. Revenue from
Oragadam plant remained flat but is expected to grow as EV production
picks up. Another important thing they manufacture is cartridges. They
started as the aftermarket supplies to India about 5,000 units a month but
now, they have launched it for OEMs where demand is 10,000 units/ month

ICICI Securities | Retail Research

Manufacturing & Operations: New twin-
cylinder compressors launched for
European OEMs from the Mahindra City
plant. Oragadam plant expanded
actuator and automatic slack adjuster
production. Optimization efforts included
shifting actuator, brake chamber, and
exhaust brake production from Ambattur
to Jamshedpur, Lucknow, and Pantnagar
for better customer proximity.

Forex Impact & Cost Optimization: The
company faced forex headwinds, with a
9.3 crore FX loss in Q3 FY25 compared to
a X15 crore gain in the same quarter last
year. Cost savings came from lower
warranty claims (X6 crore provision
release), better procurement strategies,
and improved factory productivity.
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Key Tables and Charts

Exhibit 1: ZF Commercial Vehicle Systems — Technology and system solutions
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Source: Company, ICICI Direct Research

Exhibit 2: ZF Commercial Vehicle Systems — Content per vehicle journey
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Source: Company, ICICI Direct Research

Exhibit 3: ZF Commercial Vehicle Systems — Component profile ICE and EV
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Source: Company, ICICI Direct Research
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Financial Summary

(Year-end March) FY24 FY25E FY26E FY27E (Year-end March) FY24 FY25E FY26E FY27E
Total operating Income 3,784 3,839 4,238 4,866 Profit after Tax 405 460 519 619
Growth (%) 9.8 1.4 10.4 14.8 Add: Depreciation 109 123 136 146
Raw Material Expenses 2,321 2,218 2,437 2,798 Sub: Other Income 96 98 113 126
Employee Expenses 464 555 615 681 (Inc)/dec in Current Assets (185) (56) (126) (198)
Other Expenses 436 426 466 535 Inc/(dec) in CL and Provisions (34) 51 57 90
Total Operating Expenditure 3,221 3,199 3,518 4,015 CF from operating activities 205 486 477 536
EBITDA 563 640 721 852 (Inc)/dec in Investments 75 (300) (350) (400)
Growth (%) 19.7 13.6 12.6 18.2  (In¢)/decin Fixed Assets (198) (150) (150) (150)
Depreciation 109 123 136 146 Other Income & Misc 72 97 107 116
Interest 5 6 5 4 CF from investing activities (52) (353) (401) (447)
Other Income 96 98 113 126 Issue/(Buy back) of Equity - - - -
PBT 544 609 693 827 Inc/(dec) in loan funds - - - -
Exceptional items - - - - Dividend paid & dividend tax (32) (38) (47) (57)
Total Tax 140 149 175 208 Others 2 (6) (5) (4)
PAT 405 460 519 619 CF from financing activities (30) (43) (52) (61)
Growth (%) 27.4 13.8 12.7 19.3 Net Cash flow 123 89 24 27
EPS () 213 243 273 326 Opening Cash 1,169 1,292 1,381 1,405
Source: Company, ICICI Direct Research Closing Cash 1,292 1,381 1,405 1,432
Source: Company, ICICI Direct Research
(Year-end March) FY24 FY25E FY26E FY27E (Year-end March) FY24 FY25E FY26E FY27E
Liabilities Per share data ()
Equity Capital 9.5 9.5 9.5 9.5 EPS 213 243 273 326
Reserve and Surplus 2,779 3,202 3,673 4,235 Cash EPS 271 307 345 403
Total Shareholders funds 2,789 3,211 3,682 4,244 BV 1,470 1,693 1,941 2,238
Total Debt 0 0 0 0 DPS 17 20 25 30
Deferred Tax Liability 20 21 22 23 Cash Per Share 681 728 741 755
Total Liabilities 2,870 3,293 3,766 4,328 Operating Ratios (%)
Assets EBITDA Margin 149 16.7 17.0 17.5
Gross Block 1,621 1,833 1,983 2,133 EBIT / Net sales 12.0 13.5 13.8 145
Less: Acc Depreciation 952 1,075 1,211 1,357 PAT Margin 10.7 12.0 12.2 12.7
Net Block 669 758 773 777 Inventory days 16.1 20.0 20.0 20.0
Capital WIP 83 20 20 20 Debtor days 90.2 90.0 90.0 90.0
Total Fixed Assets 751 778 793 797 Creditor days 36.1 40.0 40.0 40.0
Investments 26 326 676 1,076 Return Ratios (%)
Inventory 167 210 232 267 RoE 145 14.3 14.1 14.6
Debtors 935 946 1,045 1,200 RoCE 15.9 15.8 15.6 16.4
Loans and Advances 51 52 57 66 RolC 31.2 334 355 39.6
Other current assets 0 0 0 0 Valuation Ratios (x)
Cash 1,292 1,381 1,405 1,432 P/E 59.3 52.1 46.3 38.8
Total Current Assets 2,444 2,590 2,739 2,964 EV /EBITDA 40.3 34.8 30.4 25.2
Creditors 374 421 464 533 EV /Net Sales 6.0 5.8 5.2 4.4
Provisions 20 21 22 23 Market Cap / Sales 6.3 6.3 5.7 4.9
Other Current Liabilities 100 102 112 129 Price to Book Value 8.6 7.5 6.5 5.7
Total Current Liabilities 494 543 599 685 Solvency Ratios
Net Current Assets 1,950 2,047 2,141 2,279 Debt/Equity 0.0 0.0 0.0 0.0
Other non-current Assets 85 86 95 109 Current Ratio 2.9 2.7 2.7 2.7
Application of Funds 2,870 3,293 3,766 4,328 Quick Ratio 2.5 2.2 2.2 2.2
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
”ICICI direct.com| No
Invollnunll'o'n.:nu sngertios | BROKER
| ICICI Securities Ltd. |@ 755 asmins
xR Analyst Award 2012 .
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), Bhavish Doshi, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.
ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
— INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi,
Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various
subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of
which are available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons
reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to
focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and
Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities
indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment
or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make
their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of
independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results
may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any
other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger
or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the

companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts
did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither
ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last
day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of
one percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within
such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may

come are required to inform themselves of and to observe such restriction.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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