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Bajaj Auto: Five-Pillar Analysis
DalalBytes Research | October 14, 2026 | NSE: BAJAJ-AUTO, BSE: 532977

Companion to the Bajaj Auto investment report (74/100, Selective Positive). This piece grades the business against the five-pillar
engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 10,318 (NSE close, October 13, 2026). Three pass, two partial.

Grades at a glance

Pillar Grade

Sunrise (premiumisation, EV, exports) PASS

Leadership PASS

Moat PARTIAL

Iron Fortress (balance sheet) PARTIAL

Free Cash Flow PASS

Overall fit verdict: three pass, two partial. Bajaj Auto clears the five-pillar bar on sunrise, leadership and

free cash flow, while its moat must be re-won each product cycle and its fortress now carries the KTM

turnaround debt. Full investment report score: 74/100, Selective Positive.
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Pillar 1: Sunrise, PASS

GRADE: PASS

The pillar tests the direction of demand, and Bajaj has deliberately positioned itself where the demand is

going rather than where it has been. Three structural currents run in its favour. First, premiumisation:

Indian motorcycle demand keeps shifting from entry commuters toward 125cc and above, the segment

Bajaj chose to overweight, which delivered record billing and retail in FY26 and about 30% domestic

motorcycle revenue growth in Q4 FY26, with KTM and Triumph growing above 40% in that quarter.

Second, electrification: electric revenue passed Rs 8,000 cr in FY26, more than 20% of domestic sales,

reached about 30% of domestic revenue in Q1 FY27 at nearly twice the prior year, and spans both the

Chetak scooter (past 1 lakh quarterly retails) and an electric three-wheeler line that exited FY26 with

segment leadership. Third, the emerging-market export cycle: exports to 79 countries set records in FY26,

passed 7 lakh units in a single quarter in Q1 FY27, and rose 32% in September 2026 even as domestic

sales fell 9%.

The honest caveat is that the base industry, Indian commuter motorcycles, is mature and cyclical, and

Bajaj's sunrise is a portfolio choice, not the weather. But the pillar grades the industry segments the

company actually competes in, and in premium motorcycles, electric two and three-wheelers, and

emerging-market exports, demand is compounding structurally. The giants validate it the way giants do:

TVS trades at about 54x earnings largely on the same premium and electric currents. PASS.
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Pillar 2: Leadership, PASS

GRADE: PASS

Rajiv Bajaj passes the engine's central test, did they do what they said over a full cycle, over two decades

rather than two years. He inherited a scooter champion whose market was disappearing, rebuilt it into the

world's third-largest motorcycle maker on a strategy of focus (motorcycles above entry level,

three-wheelers, exports), premiumisation (Pulsar, then KTM and Triumph) and cost discipline (standalone

EBITDA margins of 20.5% in FY26, 20.9% in Q1 FY27, at Indian manufacturing costs). The KTM

relationship is the signature of the tenure: a minority stake bought in 2007, raised patiently for 18 years,

converted into a rescue and then control in 2025 when the partner failed. Capital allocation grades with the

strategy: repeated buybacks at Rs 10,000 (2024) and Rs 12,000 (2026), a high dividend payout, and in

FY26 a dividend plus buyback equal to 100% of standalone PAT, paid while surplus cash still rose above

Rs 21,000 cr by Q1 FY27. Promoter holding has sat at 55.01% for years, with no diversification spree

inside the listed company.

The deductions are forward-looking and stated plainly. The KTM bet is concentrated, cross-border and

unproven; the governance grade now depends on how transparently Bajaj Mobility's debt, inventory and

restructuring are reported. Succession beyond Rajiv Bajaj is not a public topic, and European labour and

cost politics will test a leadership style built for Pune. None of that erases the record being graded. PASS.
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Pillar 3: Moat, PARTIAL

GRADE: PARTIAL

Bajaj's moat is real, earned and narrower than its profit margins suggest. The evidence for a moat: the

world's largest three-wheeler franchise, built over decades of parc, service networks and last-mile finance

relationships, now extending into electric three-wheelers where it exited FY26 as segment leader; Pulsar's

25-year hold on the sports-commuter mindspace; an export distribution system across 79 countries that

took a generation to build and now moves more than 7 lakh units in a strong quarter; an Indian cost base

that lets KTMs and Triumphs be built in India at margins European factories cannot match; and exclusive

global brand assets (control of KTM, Husqvarna and GasGas, plus Triumph in India) that no domestic rival

can copy at any price.

Why only partial: motorcycles are a contestable, model-cycle business with no regulatory protection, no

network effect and no switching cost beyond brand habit. Hero's distribution dwarfs Bajaj's in the

commuter heartland, TVS is out-executing in scooters and matching in EVs, Royal Enfield's brand in retro

middleweights is stronger than the Triumph challenger it now faces, and electric two-wheeler share has

already swung violently between Chetak, TVS, Ather and Ola within three years. Bajaj's own history

proves the point both ways: it lost the scooter kingdom it once owned outright, then built a new one. A

moat that must be re-won every product cycle is a competitive advantage, not a fortress wall. PARTIAL,

with an upgrade if Bajaj Mobility's brands hold global share through the turnaround and the electric

three-wheeler lead hardens into the kind of dominance the ICE three-wheeler business enjoyed.
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Pillar 4: Iron Fortress, PARTIAL

GRADE: PARTIAL

This is the pillar the KTM deal changed, and grading it a pass would require grading the company that

existed in 2024 rather than the one that exists now. The core is still a fortress by any Indian manufacturing

standard: standalone surplus cash above Rs 18,000 cr at the end of FY26 and above Rs 21,000 cr after

Q1 FY27, after completing a Rs 5,633 cr buyback; a standalone business that ran for decades on almost

no debt (consolidated interest cost was Rs 9 cr in FY22); and cash generation strong enough to return

100% of FY26 standalone PAT in a single year.

The group, however, now carries the fortress's first real siege machinery. Consolidated borrowings rose

from Rs 1,912 cr in FY24 to Rs 9,364 cr in FY25 and Rs 22,713 cr in FY26, consolidated interest cost rose

from Rs 60 cr to Rs 1,169 cr over the same period, group debt-to-equity is about 0.57, and consolidated

inventory days jumped from 22 to 54 as KTM's stock consolidated. Most of that debt sits against a

distressed European business mid-restructuring, not against the Pune cash machine, and Bajaj chose this

leverage deliberately to buy a strategic asset at the bottom. Deliberate is not the same as riskless. Until

Bajaj Mobility's debt is visibly falling and its inventory normalised, the group balance sheet is a strong core

with a leveraged wing under repair. PARTIAL, with a clear upgrade path: two years of falling consolidated

borrowings restores the pass this pillar held for decades.
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Pillar 5: Free Cash Flow, PASS

GRADE: PASS

Judged on the operating machine that generates the cash, this is the cleanest pillar in the set. Standalone

free cash flow was more than Rs 8,000 cr in FY26, up about 30%, on standalone capex of only about Rs

500 cr; the consolidated series on Screener shows positive free cash flow in every year from FY15 to

FY24, through the pandemic and two domestic downcycles. The external proof is the payout record:

dividend payout ratios that have repeatedly run at 50% and above, buybacks in 2024 and 2026, and the

FY26 combination of a Rs 150 per share dividend and a Rs 5,633 cr buyback equalling the entire year's

standalone PAT, executed without denting the surplus, which rose above Rs 21,000 cr by the following

quarter. Companies cannot fake that sequence with accounting profit.

The watch item is the consolidated conversion, and it is flagged rather than hidden: on the consolidated

series, free cash flow fell to Rs 1,885 cr in FY26 and was negative in FY25, and the cash conversion cycle

swung from negative 29 days to negative 1, as KTM's working capital and restructuring absorbed group

cash. If that is still the picture in FY28, this pillar downgrades, because the group's cash would then be

funding Austria rather than compounding in Pune. On the evidence today, a proven cash machine carrying

a temporary, disclosed drag: PASS, with consolidated cash conversion as the monitored metric.
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Summary
• Pillar 1. Sunrise: PASS, premiumisation, electrification and emerging-market exports are structural;

Bajaj is overweight all three (EVs about 30% of Q1 FY27 domestic revenue, exports +32% in

September 2026)

• Pillar 2. Leadership: PASS, a two-decade record of focus, premiumisation and disciplined capital

returns, capped by the patient 18-year KTM arc; succession and Austria are the open files

• Pillar 3. Moat: PARTIAL, three-wheeler dominance, Pulsar, 79-country exports and exclusive

premium brands are real advantages in a model-cycle business with no structural protection

• Pillar 4. Iron Fortress: PARTIAL, the standalone core holds above Rs 21,000 cr of surplus cash, but

consolidated borrowings of Rs 22,713 cr and interest of Rs 1,169 cr are new, and sit against a

restructuring

• Pillar 5. Free Cash Flow: PASS, standalone free cash flow above Rs 8,000 cr and a 100% of PAT

return in FY26; consolidated conversion is the monitored metric

Three of five pass. The engine's read: a well-led cash compounder riding three structural currents, whose

two partial pillars are the same story told twice, the KTM acquisition. The moat is contestable because

motorcycle brands must be re-won each cycle, which is exactly the work Austria now requires, and the

fortress is partial because Bajaj spent part of it on that work. That matches the investment report's 74/100

Selective Positive: the quality is not in doubt, the European execution now decides the grade path.

What changes the grade: Iron Fortress upgrades to pass if consolidated borrowings fall for two

consecutive years while Bajaj Mobility reaches cash breakeven. Moat upgrades if KTM and Triumph hold

or gain global premium share through FY28 and the electric three-wheeler lead converts into durable

dominance. Free Cash Flow downgrades if consolidated free cash flow stays below about a third of

standalone free cash flow through FY28. Leadership is re-graded on Bajaj Mobility disclosure quality and

on Q2 FY27 results on October 27, 2026.
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Sources
• Company results and press releases (FY26, Q4 FY26 and Q1 FY27): standalone and consolidated

financials, volumes, free cash flow, surplus cash, dividend and buyback

• Screener.in consolidated data, FY15 to FY26 and June 2026 (free cash flow series, borrowings,

interest, working capital, shareholding, market data at October 14, 2026)

• Bajaj Auto Annual Report 2025-26, chairman's letter; KTM takeover reporting, November 2025 (800

million euro rescue, control of Bajaj Mobility AG)

• BSE monthly sales disclosures, September 2026; peer market data, October 12 to 14, 2026

• Full source list in the companion investment report.


