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Tata Motors’ (TTMT) Q1FY18 consolidated EBITDA of ~INR50bn (down 
~45% YoY) came 26% below our estimate. JLR’s EBITDA margin nosedived 
to 7.9% (down ~600bps YoY) on higher commodity/marketing costs and 
adverse regional mix.  We had evinced our concern on margins due to 
aging portfolio (refer our note – Race of Unequals). However, we expect 
JLR’s margin trajectory to improve over next 2 quarters on improving mix 
and waning impact of adverse hedge book from Q4FY18. An aging model 
portfolio (revenue weighted basis) and weak demand environment in key 
markets would nevertheless restrict sharp margin expansion. Factoring in 
the above and revised currency, we lower our FY18/19E EPS by 20%/10% 
to INR33/44.7. Maintain ‘HOLD’. 
 

Weak operating performance:  JLR reports EBIT loss 
Both JLR and standalone businesses disappointed on margin front. JLR’s EBITDA stood 

at GBP442mn (EBIT loss of GBP8mn), down 41.5% YoY, 44% below our estimate, due to 

gross margin pressure, higher variable marketing spends (GBP93mn impact YoY) and 

launch costs (Velar, Discovery). Management indicated that discounts across markets 

would remain high (~5-6% of revenues) and staff costs would increase as well given 

hiring for the Slovakia plant. India business EBITDA margin of -0.8% stood below our 2% 

estimate. Ongoing cost saving initiatives should help support margins going ahead. 

 

Aging JLR portfolio, new launches to provide only partial relief 

We believe JLR’s volume momentum is likely to be sustained by new launches 

(Discovery, Velar, E-Pace, i-Pace). However, with average discounts  poised to increase, 

unlike in the past, these new launches are unlikely to be significant revenue 

contributors. Also, an aging portfolio (Discovery Sport, Range Rover and Range Rover 

Sport are in their third, fourth and fifth years respectively) will lead to higher discounts 

on a revenue-weighted basis. 

 

Outlook and valuations: Margin concerns persist; maintain ‘HOLD’ 

While JLR’s product pipeline remains robust, we believe EBIT growth will trail Street’s 

expectation, thereby affecting estimated free cash flow. We believe M&HCV market 

share gains will remain challenging. We maintain ‘HOLD/SU’ with TP of INR444 (JLR 

valued at 5.5x FY19E EBIT and standalone at 8x FY19E EV/EBITDA). At CMP, the stock 

trades at 9.5x FY19E EPS. 

 

 

 

 

 
 

 

 
 

 

 
 

 

 
 

 RESULT UPDATE 

TATA MOTORS  
 Disappointing on all fronts 

 COMPANYNAME 

 

  EDELWEISS 4D RATINGS 

  Absolute Rating HOLD 

  Rating Relative to Sector Performer 

  Risk Rating Relative to Sector High 

  Sector Relative to Market Underweight 

 

 

  MARKET DATA (R:  TAMO.BO, B:  TTMT IN) 

  CMP  :   INR 416 

  Target Price  :     INR 444 

  52-week range (INR)  :   599 / 415 

  Share in issue (mn)  :   2,887.3 

  M cap (INR bn/USD mn)  :   1,324 / 20,746 

  Avg. Daily Vol.BSE/NSE(‘000)  :   7,658.1 
 

 

  SHARE HOLDING PATTERN (%) 

 Current Q4FY17 Q3FY17 

Promoters * 
 

34.7 34.7 34.7 

MF's, FI's & BK’s 16.1 15.5 14.8 

FII's 23.5 23.2 24.2 

Others 25.7 26.6 26.2 

* Promoters pledged shares 
    (% of share in issue) 

 

: 8.9 

 

 

  PRICE PERFORMANCE (%) 
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Financials (Consolidated) (INR bn)

Year to March Q1FY18 Q1FY17 % change Q4FY17 % change FY17 FY18E FY19E

Net revenues 585 650 (10.0) 772 (24.2) 2,697 2,968 3,290

EBITDA 50 90 (45.0) 108 (54.0) 338 366 423

Adjusted Profit (11) 29 42.3 43 (25.9) 98 112 152

Diluted adj. EPS (INR) (3.1) 8.5 (136.9) 12.8 (124.7) 28.9 33.1 44.7

Diluted P/E (x) 14.4 12.6 9.3

EV/EBITDA (x) 5.4 4.9 4.0

ROAE (%) 14.4 17.4 19.5

https://www.edelresearch.com/showreportpdf-37321/AUTO_SECTOR_-_SECTOR_UPDATE-JUL-17-EDEL
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Q1FY18 conference call takeaways 

JLR demand outlook 

• Chinese market: growth in line with GDP  

• US and UK markets: While economic activity is better , volume are disappointing. 

Outlook remain challenging versus last year. For UK, change in excise duty structure 

from April 2017 has impacted demand 

• Outlook for rest of world remains mixed – Russia expected to grow but Middle East and 

Brazil markets to decline 

• On Shift to gasoline from diesel : Company believes modern diesel engines are as clean 

as gasoline engine and diesel is 25% more fuel efficient than gasoline engines. As per 

JLR, clean diesel has a key role to help OEM meet emission targets 

 

New launches 

• Velar: Average waiting period of ~3 months; initial response has been very strong. Not 

yet launched in all the markets 

• Discovery : Average waiting periods of ~2months. So far the product has been rolled 

out across UK, USA and China markets 

• Launch of XF Sportbrake and E-Pace in FY18 and i-Pace (FY19) should support the 

volume momentum going forward 

• Focus on investments in plug in hybrids and Electric vehicles (EVs) to meet emission 

norms. By 2020, expects share of plug in hybrids and EVs to be significantly higher 

• With launch of Velar, Discovery and E-Pace, expects product mix impact on margins to 

be positive for rest of FY18 

 

JLR margins 

• Margins were impacted by lower wholesale volumes YoY , launch costs (Velar and 

Discovery), higher variable marketing spend (GBP93mn impact YoY) and impact of 

higher commodity costs like steel, aluminium (GBP96mn impact) 

• JLR highlighted that variable marketing spend is particularly high across US markets and 

is discounting levels are increasing across other markets as well due to intensifying 

competition. JLR believes variable spends would remains in range of ~5-6% revenues 

• Staff costs to continue to remain higher given the increasing workforce, hiring across 

areas like electronics/software/electrification and increasing workforce for Slovakia 

plant over next 12 months 

• Margin pressures of FY17 to continue in FY18 as well; FY18 margins to be in similar 

range of FY17 

• Reiterated long term EBIT margin guidance of 8-10% over the medium term. Operating 

leverage and internal cost savings initiatives are margin levers going ahead 

 

FX accounting 

• Accounting impact of Fx losses during the quarter was GBP365mn 
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• Expects hedging losses to come down in coming quarters assuming exchange rates 

remains at current levels; expects larger decline in Q4FY18 onwards 

• Hedge reserve is currently to GBP 1.7bn as compared to GBP2bn end of March 

 

Capex and cash flow 

• FY18 target capex to be in the range of GBP4-4.3bn and directed towards new products 

(Velar, I-Pace, E-Pace) and capacity expansion at Slovakia plant 

• Working capital is seasonally higher in Q1 and inventory during the quarter was higher 

due to Velar and Discovery models 

• Paid dividend of GBP60mn in Q1FY18 and would pay out another GBP90mn in Q2 

 

India business 

• Has gained market share in M&HCVs during Apr-Jun 2017 led by addressing products 

gaps in 37T and 49T segments. Seeing good response for new SCR technology which is 

more fuel efficient than the EGR technology powered trucks 

• Aims to regain market share by slew of launches (6 launches in M&HCV and 4 launches 

in ICV segments) 

• Expects LCV and bus industry growth of 10% for FY18. M&CHV growth in H1FY18 to be 

subdued; H2 to witness pickup led by infrastructure revival and good monsoons 

• For PVs, expects growth to be driven by ramp up of Tiago, Tigor, Hexa and Nexon 

models 

•  On margins, company expects cost reduction initiatives to help lower fixed cost 

overheads 
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Table 1: SOTP valuation 

 
Source: Edelweiss research 

 

Chart 1:  JLR wholesale volumes – Geographic mix Chart 2:  JLR retail volumes – Geographic mix 

   
Source: Edelweiss research 

 
  

Financials (INR mn) FY19E

A. Standalone

EBITDA (Rs mn) 29,086

Target multiple (x) 8.0                     

Enterprise Value (Rs mn) 232,685            

Per Share value (Rs) 69                      

B. JLR

EBIT (Rs mn) 224,087

Target multiple EV/EBIT (x) 5.5                     

Enterprise Value (Rs mn) 1,232,479        

Per Share value (Rs) 363                    

EBITDA (Rs mn) 412,415

Implied EV/EBITDA (x) 3.0                     

C. Finance Sub TMFL

Net worth FY16 (Rs mn) 36,000              

P/BV (x) 1.5                     

Value (Rs mn) 54,000              

Per Share (Rs) 16                      

D. Subs (Rs mn) PAT FY17 Multiple (x) Value TAMO's share

TDCV 2,576        8                     20,608   20,608              

Tata Tech 3,817        10                   38,170   31,128              

Tata Driveline 548           8                     4,384     3,726                

Total 55,462              

Per Share (Rs) 16                      

E. Net Debt

Less: Automotive debt (Rs mn) 67,739

Per Share (Rs) 20

Total Target Price (A+B+C+D-E) 444                    
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Chart 3:  Higher discounts and adverse mix dent margins Chart 4: Seasonal weakness seen in JLR FCF 

  
Source: Edelweiss research 

 

Table 2: JLR quarterly summary 

 
Source: Edelweiss research 
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JLR reported margins ASP (%QoQ)

Q1FY18 Q1FY17 % Change Q4FY17 % Change

Volumes (units)

Jaguar 32,700                   34,572                   (5.4)                        48,700                   (32.9)                      

LandRover 85,216                   86,204                   (1.1)                        110,176                 (22.7)                      

Total vehicles sold* 117,916                 120,776                 (2.4)                        158,876                 (25.8)                      

Avg. realisation (GBP) 47,483                   45,216                   5.0                          45,746                   3.8                          

* excluding China JV

GBP mn Q1FY18 Q1FY17 % Change Q4FY17 % Change

Total revenue 5,599                      5,461                      2.5                          7,268                      (23.0)                      

EBITDA 442                         756                         (41.5)                      1,057                      (58.2)                      

PBT (20)                          356                         (105.6)                    597                         (103.4)                    

Tax 123                         95                           29.5                       119                         3.4                          

Reported PAT 472 304 55.3                       557 (15.3)                      

Margin (% of sales) Q1FY18 Q1FY17 bps Change Q4FY17 bps Change

Raw material 63.7                        59.1                        458                        62.0                        166                        

Staff cost 11.7                        11.1                        64                           9.0                          275                        

Other expenditure 16.7                        16.0                        73                           14.5                        224                        

EBITDA 7.9                          13.8                        (595)                       14.5                        (665)                       
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Table 3: JLR volume forecasts 

 
Source: Edelweiss research 

 

 

 

 

 

 

 

 

 

 

 

 

 

Units (ex China JV) FY16 FY17E FY18E FY19E

Jaguar 102,107       169,284       178,170       190,877       

% YoY 33.5             65.8             5.2                7.1                

XF 36,197         25,557         26,835         28,177         

% YoY (21.2)            (29.4)            5.0                5.0                

F-Pace 1,722           76,147         83,762         90,463         

% YoY n/a 4,322.0        10.0             8.0                

XJ 12,230         10,065         10,065         10,065         

% YoY (24.7)            (17.7)            -               -               

XK 147               7                    -                -                

% YoY (93.1)            (95.2)            n/a n/a

F-Type 12,564         10,856         10,856         10,856         

% YoY 3.0                (13.6)            -               -               

XE 39,247         46,652         46,652         51,317         

% YoY 18.9             -               10.0             

Landrover 407,228       373,509       407,914       450,294       

% YoY 4.4                (8.3)              9.2                10.4             

FL/Discovery Sport 104,211       86,178         94,796         99,536         

% YoY 99.0             (17.3)            10.0             5.0                

Evoque 78,677         93,641         98,323         103,239       

% YoY (34.3)            19.0             5.0                5.0                

Mid size Range Rover -               -               15,000         30,000         

% YoY n/a n/a

Range Rover 60,123         68,163         71,571         78,728         

% YoY (2.0)              13.4             5.0                10.0             

Range Rover Sport 90,267         87,494         83,119         91,431         

% YoY 5.2                (3.1)              (5.0)              10.0             

Defender 20,209         446               -                -                

% YoY 1.0                (97.8)            n/a n/a

Discovery 53,741         37,587         45,104         47,360         

% YoY 6.0                (30.1)            20.0             5.0                

Total JLR(ex China JV) 509,335       542,793       586,083       641,171       

% YoY 9.2                6.6                8.0                9.4                

China JV 29,000         65,000         90,000         110,000       

%YoY 124.1           38.5             22.2             

Total JLR(Incl China VV) 538,335       607,793       676,083       751,171       
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Table 4: Standalone - Quarterly summary 

 
Source: Edelweiss research 

 
 
 
 
 
 
 
 
 
 
 

Q1FY18 Q1FY17 % Change Q4FY17 % Change

Total vehicles sold 109,691 124,110 (11.6)                      124,110 (11.6)                      

Avg Realisation (INR) 829,087 829,081 0.0                          1,094,730 (24.3)                      

INR mn Q1FY18 Q1FY17 % Change Q4FY17 % Change

Net Sales 90,943                   102,897                 (11.6)                      135,867                 (33.1)                      

Net RM Cost 64,202                   68,865                   (6.8)                        95,608                   (32.8)                      

Staff costs 8,886                      8,989                      (1.2)                        9,325                      (4.7)                        

Other expenses 20,666                   21,975                   (6.0)                        29,600                   (30.2)                      

EBITDA (721)                        5,535                      (113.0)                    3,647                      (119.8)                    

Profit before tax (4,748)                    1,167                      n/a (7,851)                    (39.5)                      

Tax 2                              121                         (98.3)                      109                         (98.2)                      

Reported Net Profit (4,671)                    (829)                        n/a (8,290)                    (43.7)                      

Margin analysis (% of sales) Q1FY18 Q1FY17 bps Change YoY Q4FY17 bps change QoQ

Raw materials 70.6                        66.9                        366.9                     70.4                        22.7                       

Staff cost 9.8                          8.7                          103.4                     6.9                          290.7                     

Other expenses 20.0                        18.8                        127.0                     20.0                        5.7                          

EBITDA (0.8)                         5.4                          (617.2)                    2.7                          (347.8)                    

Adj. Net profit (5.2)                         1.0                          (623.9)                    (5.9)                         63.6                       
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Financial snapshot        (INR mn)  
 Year to March    Q1FY18    Q1FY17    % change    Q4FY17     % change    FY17    FY18E    FY19E   

Total operating Income  584,934    650,047    (10.0)    772,172    (24.2)    2,696,925    2,968,014    3,290,420   
Raw material  365,758    390,908    (6.4)    475,152    (23.0)    1,658,942    1,853,155    2,070,206   

Staff costs  71,152    74,671    (4.7)    70,274    1.3    283,329    276,564    300,467   

Expenses capitalized  39,491    41,849    (5.6)    40,441    (2.3)    168,770    177,063    186,695   

Other expenses  137,867    136,042    1.3    159,175    (13.4)    585,566    649,830    683,930   

Total expenditure  535,285    559,773    (4.4)    664,160    (19.4)    2,359,067    2,602,486    2,867,908   

EBITDA  49,648    90,275    (45.0)    108,012    (54.0)    337,859    365,528    422,512   

Depreciation  45,246    45,508    (0.6)    46,702    (3.1)    179,050    203,391    216,975   

EBIT  4,403    44,767    (90.2)    61,309    (92.8)    158,809    162,137    205,538   

Other income  1,541    1,736    (11.2)    2,342    (34.2)    7,545    8,846    9,612   

Interest  11,089    11,785    (5.9)    11,640    (4.7)    42,380    37,760    32,360   

Add: Exceptional items  36,202    4,905    638.0    (808)    (4,579.9)    (27,955)     -     -   

Profit before tax  (5,145)    34,718    NA    52,011    NA    96,019    133,223    182,790   

Provision for taxes  12,074    7,200    67.7    12,396    (2.6)    32,512    35,440    51,951   

Minority interest   -     -        -       1,022     -     -   

Associate profit share  6,704    4,290    56.3    4,106    63.3    14,930    14,567    20,812   

Reported net profit  31,823    22,364    42.3    42,959    (25.9)    77,414    112,350    151,652   

Adjusted Profit  (10,692)    28,970    NA    43,315    NA    98,038    112,350    151,652   

Diluted shares (mn)  3,396    3,396       3,396       3,396    3,396    3,396   

Adjusted Diluted EPS  (3.1)    8.5    NA    12.8    NA    28.9    33.1    44.7   

Diluted P/E (x)   -     -        -       14.4    12.6    9.3   

EV/EBITDA (x)   -     -        -       5.4    4.9   4.0   

ROAE (%)   -     -        -       14.4    17.4    19.5   

         

As % of net revenues                               

Raw material  62.5    60.1       61.5       61.5    62.4    62.9   

Employee cost  12.2    11.5       9.1       10.5    9.3    9.1   

Other expenses  16.8    14.5       15.4       15.5    15.9    15.1   

EBITDA  8.5    13.9      14.0       12.5    12.3    12.8   

Adjusted net profit  (1.8)    4.5       5.6       3.6    3.8    4.6   

Tax rate  (234.7)    20.7       23.8       33.9    26.6    28.4   
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Company Description 

TTMT is India's largest commercial vehicle player and fourth largest player in the PV market 

with products in compact and mid size cars and utility vehicle segments. Through 

subsidiaries and associate companies, the company has operations in the UK, South Korea, 

Thailand and Spain. Among them is Jaguar Land Rover, the business comprising 2 iconic 

British brands – Jaguar and Land Rover. TTMT’s cars, buses and trucks are being marketed in 

several countries across Europe, Africa, the Middle East, South Asia, South East Asia and 

South America. 
 
Investment Theme 

We remain positive on JLR’s healthy product pipeline and believe platform consolidation will 

accelerate model introductions over next 5 years. However, increasing average portfolio age 

for JLR and higher discounting are likely to cap margin expansion. We expect FCF generation 

of domestic business to remain under pressure given huge capex and continued pressure on 

market share. 

 
Key Risks 

Domestic business: In PV business, TTMT continues to invest in a new platform due to for 

launch in 2019. Success of this platform is a key monitorable. In its commercial vehicle 

business, the company is unable to stem the loss of market share, despite having a wide 

distribution network and strong brand equity. This is likely to put pressure on its margin 

profile over long term driven by higher support activities. 

 

Jaguar and Land Rover: Given competitive intensity, we expect profitability to lag volume 

growth. Electric vehicles remain a key event as it is unclear as of now the extent of success 

all the traditional players are likely to achieve 
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Automobiles 

Financial Statements 

    
 
 

Income statement    (INR mn) 

Year to March FY16 FY17 FY18E FY19E 

Income from operations 2,730,456 2,696,925 2,968,014 3,290,420 

Materials costs 1,633,830 1,658,942 1,853,155 2,070,206 

Manufacturing expenses 11,107 15,224 15,896 17,672 

Employee costs 288,809 283,329 276,564 300,467 

Total SG&A expenses 580,418 570,341 633,934 666,258 

Expenses capitalised 166,783 168,770 177,063 186,695 

Total operating expenses 2,347,381 2,359,067 2,602,486 2,867,908 

EBITDA 383,075 337,859 365,528 422,512 

Depreciation 167,108 179,050 203,391 216,975 

EBIT 215,967 158,809 162,137 205,538 

Add: Other income 8,853.5 7,545.4 8,846.12 9,611.87 

Less: Interest Expense 48,891 42,380 37,760 32,360 

Add: Exceptional items (34,672) (27,955) - - 

Profit Before Tax 141,258 96,019 133,223 182,790 

Less: Provision for Tax 30,251 32,512 35,440 51,951 

Less: Minority Interest 989 1,022 - - 

Associate profit share 5,775 14,930 14,567 20,812 

Reported Profit 115,793 77,414 112,350 151,652 

Exceptional Items (28,711) (20,624) - - 

Adjusted Profit 144,504 98,038 112,350 151,652 

Shares o /s (mn) 3,396 3,396 3,396 3,396 

Adjusted Basic EPS 42.6 28.9 33.1 44.7 

Diluted shares o/s (mn) 3,396 3,396 3,396 3,396 

Adjusted Diluted EPS 42.6 28.9 33.1 44.7 

Adjusted Cash EPS 91.8 81.6 93.0 108.6 

Dividend per share (DPS) - 0.2 1.2 1.2 

Dividend Payout Ratio(%) - 0.9 4.1 3.0 

     
 

Common size metrics     

Year to March FY16 FY17 FY18E FY19E 

Operating expenses 86.0 87.5 87.7 87.2 

Materials costs 59.8 61.5 62.4 62.9 

Staff costs 10.6 10.5 9.3 9.1 

S G & A expenses 15.1 14.9 15.4 14.6 

Depreciation 6.1 6.6 6.9 6.6 

Interest Expense 1.8 1.6 1.3 1.0 

EBITDA margins 14.0 12.5 12.3 12.8 

Net Profit margins 5.3 3.7 3.8 4.6 

     
 

Growth ratios (%)     

Year to March FY16 FY17 FY18E FY19E 

Revenues 3.9 (1.2) 10.1 10.9 

EBITDA (2.5) (11.8) 8.2 15.6 

PBT (30.2) (32.0) 38.7 37.2 

Adjusted Profit 10.0 (32.2) 14.6 35.0 

EPS 4.2 (32.2) 14.6 35.0 

     
 

 

Key Assumptions     

Year to March FY16 FY17 FY18E FY19E 

Macro      

 GDP(Y-o-Y %) 7.2 6.5 7.1 7.7 

 Inflation (Avg) 4.9 4.5 4.0 4.5 

 Repo rate (exit rate) 6.8 6.3 5.8 5.8 

 USD/INR (Avg) 65.0 67.5 66.0 66.0 

Sector      

 Cars - domestic vol. (% YoY) 8.0 4.0 8.0 8.0 

 MHCV - domestic vol (% YoY) 30.0 1.0 8.0 8.0 

Company      

 Revenue assumptions     

 Domestic vol growth (% YoY)     

 Cars - domestic vol. (% YoY) (2.5) 26.0 14.5 8.3 

 MHCV - domestic vol (% YoY) 23.4 (5.0) 8.1 6.6 

 LCV - dom. vol. (% YoY) (9.9) 6.5 1.6 10.2 

 Domestic avg. realisation (INR) 839,373.2 820,479.0 763,458.7 763,412.8 

 Domestic avg. realisation (% YoY) 16.3 (2.3) (6.9) - 

 JLR sales volume (Nos)     

 Jaguar 102,107 169,284 178,170 190,877 

 Land Rover 407,228 373,509 407,914 450,294 

 Cost assumptions     

 RM cost/vehicle 570,274 579,775 524,558 517,610 

 Employee cost/vehicle 62,474 65,812 67,131 67,525 

 Average salary 1,139,040 1,366,822 1,503,504 1,623,784 

 Promotion cost (% revenue) 1.6 1.9 1.9 1.7 

 EBITDA/vehicle 57,725 23,048 28,061 44,905 

 Financial assumptions     

 Avg. Interest rate (%) 13.8 10.2 7.0 5.0 

 Depreciation rate (%) 10.2 10.8 11.4 10.3 

 Tax rate (%) 17.2 26.2 26.6 28.4 

 Dividend payout (%) - 0.9 4.1 3.0 

 B/S assumptions     

 Net borrowings (INR mn) (116,492) 125,280 (20,000) (20,000) 

 Capex (INR mn) 70,182 174,380 325,500 300,300 

 Debtor days 17 19 17 16 

 Inventory days 69 74 68 64 

 Payable days 215 253 233 203 

 Cash conversion cycle (128) (161) (148) (124) 
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Cash flow metrics     

Year to March FY16 FY17 FY18E FY19E 

Operating cash flow 378,995 335,669 377,919 430,591 

Investing cash flow (375,044) (132,543) (316,654) (290,688) 

Financing cash flow (37,951) 82,169 (62,332) (56,931) 

Net cash Flow (34,000) 285,295 (1,067) 82,971 

Capex (70,182) (174,380) (325,500) (300,300) 

Dividend paid (29) (730) (4,572) (4,572) 

     
 

Profitability and efficiency ratios     

Year to March FY16 FY17 FY18E FY19E 

ROAE (%) 21.4 14.4 17.4 19.5 

ROACE (%) 16.6 12.1 12.4 14.4 

Inventory Days 69 74 68 64 

Debtors Days 17 19 17 16 

Payable Days 215 253 233 203 

Cash Conversion Cycle (128) (161) (148) (124) 

Current Ratio 1.1 1.0 1.0 1.0 

Gross Debt/EBITDA 1.6 2.2 2.0 1.7 

Gross Debt/Equity 0.8 1.3 1.0 0.8 

Adjusted Debt/Equity 0.8 1.3 1.0 0.8 

Net Debt/Equity 0.3 0.7 0.5 0.3 

Interest Coverage Ratio 4.4 3.7 4.3 6.4 

     
 

Operating ratios     

Year to March FY16 FY17 FY18E FY19E 

Total Asset Turnover 2.0 1.9 2.1 2.2 

Fixed Asset Turnover 2.8 2.7 2.9 2.9 

Equity Turnover 4.0 3.9 4.6 4.2 

     
 

Valuation parameters     

Year to March FY16 FY17 FY18E FY19E 

Adj. Diluted EPS (INR) 42.6 28.9 33.1 44.7 

Y-o-Y growth (%) 4.2 (32.2) 14.6 35.0 

Adjusted Cash EPS (INR) 91.8 81.6 93.0 108.6 

Diluted P/E (x) 9.8 14.4 12.6 9.3 

P/B (x) 1.8 2.4 2.0 1.7 

EV / Sales (x) 0.6 0.7 0.6 0.5 

EV / EBITDA (x) 4.2 5.4 4.9 4.0 

Dividend Yield (%) - 0.1 0.3 0.3 
 

 

Balance sheet    (INR mn) 

As on 31st March FY16 FY17 FY18E FY19E 

Share capital 6,792 6,792 6,792 6,792 

Reserves & Surplus 782,733 573,828 693,607 840,687 

Shareholders' funds 789,524 580,620 700,399 847,479 

Minority Interest 4,328 4,532 4,532 4,532 

Short term borrowings 113,771 126,325 126,325 126,325 

Long term borrowings 505,841 618,566 598,566 578,566 

Total Borrowings 619,612 744,891 724,891 704,891 

Def. Tax Liability (net) 44,748 11,739 11,739 11,739 

Sources of funds 1,458,212 1,341,782 1,441,561 1,568,641 

Gross Block 1,681,808 1,628,389 1,953,889 2,254,189 

Net Block 519,417 434,680 516,890 550,668 

Capital work in progress 259,189 336,988 336,988 336,988 

Intangible Assets 552,900 524,761 576,660 626,207 

Total Fixed Assets 1,331,507 1,296,429 1,430,538 1,513,864 

Cash and Equivalents 409,206 343,247 342,180 425,152 

Inventories 326,557 350,853 345,091 382,955 

Sundry Debtors 135,709 140,756 137,891 153,060 

Loans & Advances 468,432 606,259 540,522 518,935 

Current Assets (ex cash) 930,698 1,097,868 1,023,504 1,054,950 

Trade payable 1,075,844 1,247,640 1,140,164 1,186,944 

Other Current Liab 137,355 148,122 214,498 238,380 

Total Current Liab 1,213,200 1,395,762 1,354,662 1,425,324 

Net Curr Assets-ex cash (282,501) (297,894) (331,158) (370,375) 

Uses of funds 1,458,212 1,341,782 1,441,561 1,568,641 

BVPS (INR) 232.5 171.0 206.2 249.6 

     
 

Free cash flow    (INR mn) 

Year to March FY16 FY17 FY18E FY19E 

Reported Profit 115,793 77,414 112,350 151,652 

Add: Depreciation 167,108 179,050 203,391 216,975 

Interest (Net of Tax) 40,484 31,266 27,715 23,163 

Others (20,803) 63,332 67,726 78,019 

Less: Changes in WC (76,413) 15,393 33,264 39,217 

Operating cash flow 378,995 335,669 377,919 430,591 

Less: Capex 70,182 174,380 325,500 300,300 

Free Cash Flow 308,813 161,289 52,419 130,291 
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Insider Trades  

 Reporting Data   Acquired / Seller   B/S   Qty Traded  

19 Dec 2016 Tata sons Ltd Buy 50000000.00 

22 Sep 2016 Tata sons Ltd Sell 2105773.00 

    
 

 

*in last one year 

 

Bulk Deals 
 Data   Acquired / Seller   B/S   Qty Traded   Price  

13 Dec 2016 Tata Sons Ltd Buy 50000000 486.13 
 

*in last one year 

 

Holding – Top10 
  Perc. Holding    Perc. Holding  

Tata sons ltd 31.6       Citibank na 17.18 

Life insurance corp 5.18       Tata industries ltd 2.5 

Blackrock 2.25       Govt of singapore 1.87 

Gic private limited 1.59       Icici prudential lif 1.57 

Icici prudential ass 1.25       Vanguard group 1.23 
 

*in last one year 
 

Additional Data 

Directors Data 
N N Wadia Non-Executive Independent Directors R A Mashelkar Non-Executive Independent Directors 

S Bhargava Non-Executive Independent Directors N Munjee Non-Executive Independent Directors 

V K Jairath Non-Executive Independent Directors R Sen Non-Executive Independent Directors 

Cyrus P Mistry Chiarman, Non-Executive Director Ralf Speth Other Non-Executive Directors 

Ravindra Pisharody Executive Directors Satish Borwankar Executive Directors 
 

 
  Auditors -  Deloitte Haskins & Sells 

*as per last annual report 
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Company Absolute 

reco 

Relative 

reco 

Relative 

risk 

Company Absolute 

reco 

Relative 

reco 

Relative 

Risk 

Amara Raja Batteries BUY None None Ashok Leyland BUY SO H 

Bajaj Auto HOLD SU L Ceat Ltd BUY SO L 

Eicher Motors BUY SO M Exide Industries BUY SP L 

Hero MotoCorp HOLD SU H Mahindra & Mahindra Ltd BUY SO M 

Maruti Suzuki India Ltd BUY SO H Minda Corporation BUY SO M 

Motherson Sumi Systems HOLD SU H Suprajit Engineering BUY SO H 

Tata Motors Ltd HOLD SP H     
 

RATING & INTERPRETATION 

ABSOLUTE RATING 

Ratings Expected absolute returns over 12 months

Buy More than 15%

Hold Between 15% and - 5%

Reduce Less than -5%

RELATIVE RETURNS RATING 

Ratings Criteria

Sector Outperformer (SO) Stock return > 1.25 x Sector return

Sector Performer (SP) Stock return > 0.75 x Sector return

Stock return < 1.25 x Sector return

Sector Underperformer (SU) Stock return < 0.75 x Sector return

Sector return is market cap weighted average return for the coverage universe                      

within the sector

RELATIVE RISK RATING 

Ratings Criteria

Low (L) Bottom 1/3rd percentile in the sector

Medium (M) Middle 1/3rd percentile in the sector

High (H) Top 1/3rd percentile in the sector

Risk ratings are based on Edelweiss risk model

SECTOR RATING 

Ratings Criteria

Overweight (OW) Sector return > 1.25 x Nifty return

Equalweight (EW) Sector return > 0.75 x Nifty return

Sector return < 1.25 x Nifty return

Underweight (UW) Sector return < 0.75 x Nifty return
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Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai – 400 098. 

Board: (91-22) 4009 4400, Email: research@edelweissfin.com 

Aditya Narain 

Head of Research 

aditya.narain@edelweissfin.com 

 

Coverage group(s) of stocks by primary analyst(s): Automobiles 

Ashok Leyland, Amara Raja Batteries, Bajaj Auto, Ceat Ltd, Eicher Motors, Exide Industries, Hero MotoCorp, Minda Corporation, Mahindra & Mahindra 
Ltd, Maruti Suzuki India Ltd, Motherson Sumi Systems, Suprajit Engineering, Tata Motors Ltd 
 
 
 
 
 
 
 
 
 

Distribution of Ratings / Market Cap 

Edelweiss Research Coverage Universe  

 

Rating Distribution* 161 67 11 240 
* 1stocks under review 

 

Market Cap (INR) 156 62 11 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Date Company Title Price (INR) Recos 

 

Recent Research 

08-Aug-17 Eicher  
Motors 

In-line quarter;  
Result Update 

31,489 Buy 

08-Aug-17 Amara Raja 
Batteries 

Auto healthy, industrial 
sluggish; pressure on margin;  
Result Update 

801 Buy 

04-Aug-17 Mahindra & 
Mahindra 

Resilient margins; demand 
outlook robust;  
Result Update 

1,418 Buy 

 

 > 50bn Between 10bn and 50 bn < 10bn 

 Buy Hold Reduce Total 

 

Rating Interpretation 

  

 

Buy appreciate more than 15% over a 12-month period 

Hold appreciate up to 15% over a 12-month period 

Reduce depreciate more than 5% over a 12-month period 

Rating Expected to 
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DISCLAIMER 

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is 
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list 
available on www.edelweissfin.com) are organized around five broad business groups – Credit including Housing and SME 
Finance, Commodities, Financial Markets, Asset Management and Life Insurance.  

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration 
No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or 
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as 
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency 
Derivatives. The information contained herein is from publicly available data or other sources believed to be reliable. This report is 
provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The 
user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it 
deems necessary to arrive at an independent evaluation of an investment in Securities referred to in this document (including the 
merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The 
investment discussed or views expressed may not be suitable for all investors.  

This information is strictly confidential and is being furnished to you solely for your information. This information should not be 
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in 
part, for any purpose. 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 ESL and associates / group companies to any registration or licensing 
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons 
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date 
of this report and there can be no assurance that future results or events will be consistent with this information. This information 
is subject to change without any prior notice. ESL reserves the right to make modifications and alterations to this statement as 
may be required from time to time. ESL or any of its associates / group companies shall not be in any way responsible for any loss 
or damage that may arise to any person from any inadvertent error in the information contained in this report. ESL is committed 
to providing independent and transparent recommendation to its clients. Neither ESL nor any of its associates, group companies, 
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential 
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary 
trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed 
herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in 
this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in 
the report. The information provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design, 
original artwork, concepts and other Intellectual Properties, remains the property and copyright of ESL and may not be used in 
any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.  

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including 
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, 
maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be 
liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or 
expenses arising in connection with the data presented by the ESL through this report. 

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers 
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of 
their receiving this report.  

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to 
time, have long or short positions in, and buy or sell the Securities, mentioned herein or (b) be engaged in any other transaction 
involving such Securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the 
subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other 
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of 
publication of research report or at the time of public appearance. ESL may have proprietary long/short position in the above 
mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not 
consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional 
advice before investing. This should not be construed as invitation or solicitation to do business with ESL. 

 

 



 

 
16  Edelweiss Securities Limited 

Automobiles 

ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may 
have managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates 
may have received compensation for investment banking or merchant banking or brokerage services from the subject company in 
the past 12 months. ESL or its associates may have received any compensation for products or services other than investment 
banking or merchant banking or brokerage services from the subject company in the past 12 months. ESL or its associates have 
not received any compensation or other benefits from the Subject Company or third party in connection with the research report. 
Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group 
Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the 
Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst and his/her 
relative may have other potential/material conflict of interest with respect to any recommendation and related information and 
opinions at the time of publication of research report or at the time of public appearance.  

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange 
rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market 
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in 
interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the 
value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of 
an underlying security, effectively assume currency risk. 

Research analyst has served as an officer, director or employee of subject Company: No 

ESL has financial interest in the subject companies: No 

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month 
immediately preceding the date of publication of research report. 

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of 
the month immediately preceding the date of publication of research report: No 

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately 
preceding the date of publication of research report: No 

Subject company may have been client during twelve months preceding the date of distribution of the research report. 

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and 
material disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and 
Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to 
their charges of non registration as a broker dealer. 

A graph of daily closing prices of the securities is also available at www.nseindia.com 

Analyst Certification: 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about 
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or 
indirectly related to specific recommendations or views expressed in this report.  

Additional Disclaimers 

Disclaimer for U.S. Persons 

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has 
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required 
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 
appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and 
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as 
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, 
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. 
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Access the entire repository of Edelweiss Research on www.edelresearch.com 

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC 
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an 
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in 
this research report should be effected through Edelweiss Financial Services Inc. 
 
Disclaimer for U.K. Persons 

The contents of this research report have not been approved by an authorised person within the meaning of the Financial 
Services and Markets Act 2000 ("FSMA").  
 
In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the 
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated 
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being 
referred to as “relevant persons”). 
 
This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment 
activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant 
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This 
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other 
person.  
 
Disclaimer for Canadian Persons 

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have 
prepared the research report.  The research analysts preparing the research report are resident outside the Canada and are not 
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by 
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario 
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research 
analysts' business or relationship with a subject company or trading of securities by a research analyst. 
 
This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) 
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client").  If the recipient of this report is not an 
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to 
the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person. 
 
ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain 
international advisers and/or dealers.  Please be advised that (i) ESL is not registered in the Province of Ontario to trade in 
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or 
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) 
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for 
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada. 
 
Disclaimer for Singapore Persons 

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No. 
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to 
persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures 
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"), 
sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any 
financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact 
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for 
private investors. 

Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved 

 

 

 


		2017-08-10T02:50:41+0530
	ADITYA NARAIN




