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JLR tie-up with BMW, directionally correct...

Tata Motors’ luxury car unit and overseas subsidiary i.e. JLR has announced
a collaboration with the BMW group to jointly develop technology and
mechanics (electric drive units) for electric vehicles. Their collaboration
seeks to advance development of electrification technology to support
transition to Autonomous, Connected, Electric, Shared (ACES) platform.
Both companies will jointly pull resources (labour+ capital) for research and
development, engineering and procurement of essential components of EV
vehicles and broader ACES domain.

Out take: Tie-up need of the hour, following global peers!

» We view this as a positive development amid high investment
required in the ACES domain. It will limit the cash burn at JLR
thereby resulting in controlled leverage, going forward

» Both companies have one running EV model in the marketplace
(BMW: 1-3; JLR: I-Pace) and possess certain advance research
capabilities to jointly invest in the ACES domain

> JLR sells its I-Pace at ~US$70,000/unit and is currently selling at a
quarterly run rate of ~5,000 units/month. BMW i-3, on the other
hand, is being sold at ~US$45,000/unit and has sold nearly 1.5 lakh
units till date (since 2013)

» Sharing of costs (billions of dollars) is a more prudent way of
investment in a technology (autonomous driving) that lacks a
regulatory framework and possesses uncertain demand prospects.
However, is widely acknowledged as the future of driving

» Some global tie-ups/collaboration in a similar space include: Ford-
Volkswagen; Honda-General Motors; Ford- Rivian among others

Valuation & Outlook

JLR witnessed demand concerns starting June 2018 amid uncertainty over
Brexit, tariff barriers in China, a general auto slowdown in China among
others. This led to a decline in sales, which continued until April 2019. Going
forward, as the base effect kicks in from June 2019, we expect its
performance to normalise from here on amid conscious efforts to reduce
cash costs, improve brand perception, control working capital cycle and
capex outgo. However, we await positive commentary from JLR on volume
as well as cash costs savings perspective before any meaningful change in
our stance. However, the present collaboration mitigates risks over cash
flow burn at JLR on upcoming technologies over a longer timeframe. We
stick to our HOLD rating on the stock with a target price of T 185.

Key Financial Summary

Key Financials FY17 FY18 FY19P
Net Sales 269,692.5 294,619.2 301,938.4
EBITDA 33,002.3 38,058.3 29,794.8
EBITDA Margins (%) 12.2 12.9 9.9
Net Profit 7,556.6 9,091.4 (28,724.2)
EPS ) 22.3 26.8 (84.6)
P/E 1.7 6.4 (2.0)
RoNW (%) 15.3 10.3 7.1
RoCE (%) 11.5 9.1 5.6
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Cash and Investments (FY19P) 42,178.6
EV (FY19P) 118,305.7
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FY20E FY21E CAGR (FY19P-21E)
319,797.2 344,163.0 6.8%
37,483.2 43,911.5 21.4%

1.7 12.8
4,910.9 8,017.8 NM

14.5 23.6

11.9 1.3

13.5 16.4

10.2 12.1

Source: ICICI Direct Research, Company
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Exhibit 1: Valuation as per SOTP method

Parameters  Basis Multiple Per Share

Tata Motors Core business FY21E EBITDA 6,633 7.0 104
JLR FY21E Adj EV/EBITDA 25,293 2.8 56
Other Subsidiaries + Investments 25
Total value per share 185
TML DVR inferred target value @ 35% discount 120

Source: Reuters, ICICI Direct Research

Exhibit 2: Valuation Summary

Sales  Growth  EPS Growth PE EV/EBITDA  RoNW  RoCE

Rer) (%) R (%) (x) (x) (%) (%)
FY17 269,693 21 223 402 1.7 2.6 15.3 1.5
FY18 294,619 9.2 268 203 6.4 2.6 10.3 9.1
FY19P 301,938 25 -84.6 NA NA 4.0 7.1 5.6
FY20E 319,797 59 145 NA 119 3.2 13.5 10.2
FY21E 344,163 7.6 236 633 7.3 2.8 16.4 12.1

Source: Bloomberg, ICICI Direct Research
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Exhibit 3: Profit and loss statement Z crore Exhibit 4: Cash flow statement g crore

(Year-end March) FY18 FY19P FY20E FY21E
Total operating Income 294,619 301,938 319,797 344,163
Growth (%) 9.2 2.5 5.9 7.6
Raw Material Expenses 185,850 196,321 209,541 224,931
Employee Expenses 30,300 33,244 32,149 33,077
Marketing Expenses 58,999 62,238 61,203 64,390
Capitalised Expenses -18,588 -19,660 -20,578 -22,146
Total Operating Expenditure 256,561 272,144 282,314 300,252
EBITDA 38,058 29,795 37,483 43,911
Growth (%) 15.3 -21.7 25.8 17.1
Product development Expenses 3532 4225 4542 4879
Depreciation 21554 23591 21746 23403
Interest 4682 5759 6155 6215
Other Income 889 2965 1716 1287
PBT 12,712 2,505 10,618 15,071
Minority Interest 0 0 0 0
Total Tax 4342 -2437 1519 2548
Reported PAT 9,091 (28,724) 4,911 8,018
Growth (%) 20.3 -416.0 -117.1 63.3
Adjusted PAT 8,944 9,912 4,320 8,827
Growth (%) -48.4 10.8 -56.4 104.4
EPS () 26.8 (84.6) 14.5 23.6
Source: Company, ICICI Direct Research
Exhibit 5: Balance Sheet < crore
(Year-end March) FY18 FY19P FY20E FY21E
Liabilities
Equity Capital 679 679 679 679
Reserve and Surplus 94,749 59,500 64,411 72,429
Total Shareholders funds 95,428 60,180 65,090 73,108
Total Debt 88,950 102,080 103,080 104,080
Deferred Tax Liability 6,126 1,491 1,579 1,700
Long term provisions 10948 11855 12556 13513
Minority Interest / Others 14,429 17,238 18,227 19,575
Total Liabilities 215,882 192,843 200,532 211,976
Assets
Gross Block 261,534 274,314 311,814 349,314
Less: Acc Depreciation 140,236 163,827 185,573 208,976
Net Block 121,297 110,487 126,240 140,337
Capital WIP 40,034 31,884 29,384 26,884
Total Fixed Assets 161,331 142,370 155,624 167,221
Investments 20,813 15,771 16,021 16,271
Inventory 42,138 39,014 39,427 42,431
Debtors 19,893 18,996 19,275 20,744
Loans and Advances 710 2,280 1,269 1,344
Other Current Assets 120,812 113,901 113,376 118,102
Cash 34,614 32,649 31,619 31,860
Total Current Assets 120,812 113,901 113,376 118,102
Creditors 72,038 68,514 74,473 80,148
Provisions 7,954 10,197 10,935 11,608
Total Current Liabilities 115,469 114,351 121,370 128,494
Net Current Assets 5,343 (450) (7,994) (10,393)
Deferred Tax Asset 4,159 5,151 5,456 5,871
Application of Funds 215,882 192,843 200,532 211,976

(Year-end March)

Profit after Tax

Add: Depreciation

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
Others

CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

CF from investing activities
Issue/(Buy back) of Equity
Inc/(dec) in loan funds
Dividend paid & dividend tax
Inc/(dec) in Sec. premium
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY18
9,911.8
21,554
-21,197
17,814
0
28,082
0
-53,915
-13,504
(67,419)
0
10,346
0

0
27,526
31,872
-1,464
36,078
34,614

FY19P
(28,724.2)
23,591
4,945
1,117

27,838
26,532

0

-32,468
-2,633
(35,101)
0

13,130

0

0

-6,526
6,603
-1,965
34,614
32,649

FY20E
4,910.9
21,746
-505
7,019
0
33,171
0
-35,000
-201
(35,201)
0
1,000
0
0
0
1,000
41,030
32,649
31,619

FY21E
8,017.8
23,403
-4,484
7,124
0
34,061
0
-35,000
181
(34,819)
0
1,000
0
0
0
1,000
241
31,619
31,860

Source: Company, ICICI Direct Research

Exhibit 6: Key ratios

(Year-end March)
Per share data (3)
EPS

Cash EPS

BV

DPS

Cash Per Share
Operating Ratios
EBITDA Margin (%)
PBT / Net sales (%)
PAT Margin (%)
Inventory days
Debtor days
Creditor days
Return Ratios (%)
RoE

RoCE

RolC

Valuation Ratios (x)
P/E (adjusted)

EV / EBITDA

EV / Net Sales
Market Cap / Sales
Price to Book Value
Solvency Ratios
Debt/EBITDA

Debt / Equity
Current Ratio
Quick Ratio

FY18

26.8
90.2
282.6
0.0
101.9

12.9
5.6
3.1

52.2

24.6

89.2

10.3
9.1
19.2

5.9
2.6
0.3
0.2
0.6

2.3
0.9
0.7
0.3

FY19P

-84.6
-15.1
178.8
0.0
96.2

9.9
2.1
2.3
47.2
23.0
82.8

1.1
5.6
9.0

13.5
4.0
0.4
0.2
1.0

3.4

1.7

0.6
0.3

FY20E

14.5
18.5
193.2
0.0
93.1

11.7
4.9
1.5

45.0

22.0

85.0

13.5
10.2
20.0

6.6
3.2
0.4
0.2
0.9

2.8

1.6

0.6
0.3

FY21E

23.6
92.5
216.8
0.0
93.8

12.8
6.0
2.3

45.0

22.0

85.0

16.4
12.1
22.6

4.8
2.8
0.4
0.2
0.8

2.4

1.4

0.6
0.3

Source: Company, ICICI Direct Research
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Exhibit 7: ICICI Direct coverage universe (Auto & Auto Ancillary)
Sector / Company CcMmP M Cap EPS () P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)
() TPR) Rating (XCr) FY18 FY19P FY20E FY18 FY19P FY20E FY18 FY19P FY20E FY18 FY19P FY20E FY18 FY19P FY20E
Amara Raja (AMARAJ) 635 590 Reduce 10846 27.6 28.3 30.0 228 223 21.0 120 11.0 102 233 21.2 202 160 145 139
Apollo Tyre (APQOTYR) 195 180 Hold 11152 127 119 153 149 158 123 75 75 13 7.8 8.2 8.0 1.4 8.3 8.2
Ashok Leyland (ASHLEY) 92 100 Hold 26948 5.9 6.8 6.4 156 136 143 7.7 8.1 79 297 215 259 240 244 20.7
Bajaj Auto (BAAUTO) 3068 2800 Reduce 88790 140.6 161.6 165.6 21.7 189 184 152 143 13.0 229 21.0 200 215 199 19.7
Balkrishna Ind. (BALIND) 854 740 Hold 16517 40.5 403 459 19.2 193 169 11.8 106 90 204 188 195 16.7 188 195
Bharat Forge (BHAFOR) 498 535 Buy 32590 16.2 222 239 287 21.0 195 137 11.9 109 182 184 185 17.3 191 179

Bosch (MICO) 16910 15550 Reduce 51611 449.1 523.6 538.7 379 325 316 234 233 219 144 115 159 214 258 236
Eicher Motors (EICMOT) 20811 19000  Hold 56731 718.9 808.1 9125 26.1 23.2 205 16.8 166 143 39.1 325 296 299 248 228
Escorts (ESCORT) 634 600 Hold 7773 281 396 431 235 167 153 131 106 89 188 196 198 135 16.0 15.0

Exide Industries (EXIND) 216 200 Reduce 18360 82 91 101 273 217 21.2 145 127 11.2 190 184 187 129 129 129
Hero Moto (HERHON) 2760 2700  Hold 55117 185.1 169.5 171.2 13.6 148 147 82 92 87 424 311 342 314 263 241
JK Tyre & Ind (JKIND) 83 100 Buy 1889 29 78 82 275 103 98 93 63 62 78 109 107 37 103 98
Mahindra CIE (MAHAUT) 243 275 Buy 9193 132 151 174 171 149 129 89 76 65 124 11.8 120 132 139 149
Maruti Suzuki (MARUTI) 7067 5815 Sell 213480 255.6 248.3 256.3 27.0 27.8 269 145 158 144 21.1 163 159 185 163 152
Motherson (MOTSUM) 120 125  Hold 37895 5.1 5.1 51 237 235 234 87 85 84 163 135 125 174 147 135
Tata Motors (TELCO) 172 185 Hold 51307 268 -846 145 67 NA 124 26 41 33 91 56 102 103 7.1 135
Wabco India (WABTVS) 6227 6510 Hold 11812 143.8 148.8 168.7 43.1 41.7 36.7 27.8 266 228 179 159 154 251 23.0 22.6

Source: Reuters, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors 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%
ﬂlClCl( wrect.com ; l
Investmaen uo Your Fingertips Bﬂz“)ﬂ EE"V \
Icici Securmes Ltd. 7S STARMINE |
Ejm st Award 2012 ‘é:{-
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), and Jaimin Desai, CA, 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 Limited is a SEBI registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. 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

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 generally prohibits its analysts, persons reporting to analysts and their relatives 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

Our proprietary trading and investment busil may make i 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, 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. ICIC| 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 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 are engaged in various financial service businesses, they might have financial interests or beneficial ownership in 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.
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