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B Changein Estimates |M Target | B Reco

Change in Estim ates

Current Previous
FY22E FY23E FY22E  FY23E
Rating REDUCE REDUCE
Target Price 255 231
Sales (Rs. m) 3,166,893 3,582,906 3,166,893 3,582,906
% Chng. - -
EBITDA (Rs. m) 470,864 539,103 470,864 531,804
% Chng. - 14
EPS (Rs.) 22.0 348 220 329
% Chng. - 57

Key Financials - Consolidated

Y/e Mar FY20 FY21E FY22E FY23E
Sales (Rs. bn) 2,611 2,535 3,167 3,583
EBITDA (Rs. bn) 239 348 471 539

Margin (%) 9.2 13.7 14.9 15.0
PAT (Rs. bn) (91) (23) 79 125
EPS (Rs.) (25.3) (6.5) 22.0 34.8

Gr. (%) 480.5 (74.2) (436.9) 58.3
DPS (Rs.) - - - -

Yield (%) - - - -
RoE (%) (14.8) (3.8) 12.2 16.7
RoCE (%) .1) 4.1 9.3 12.1
EV/Sales (x) 0.7 0.7 0.6 0.5
EV/EBITDA (x) 7.1 5.3 3.9 3.3
PE (x) (12.0) (46.7) 13.9 8.8
P/BV (x) 1.7 1.8 1.6 1.4
Key Data TAMO.BO| TTMT IN
52-W High / Low Rs.342/ Rs.64
Sensex / Nifty 49,744 | 14,676
Market Cap Rs.1,000bn/ $ 13,787m
Shares Outstanding 3,089m
3M Avg. Daily Value Rs.51653.84m

Shareholding Pattern (%)

Promoter’s 42.39
Foreign 15.61
Domestic Institution 12.56
Public & Others 29.43
Promoter Pledge (Rs bn) 13.58

Stock Performance (%)

1M 6M 12M
Absolute 5.1 151.6 91.9
Relative 3.3 94.4 58.8
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deepshah@plindia.com | 91-22-66322235
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Tata Motors (TTMT IN)

Rating: REDUCE | CMP: Rs305 | TP: Rs255

Turnaround efforts to accelerate for PVand CV

Tata Motors (TTMT) hosted ‘Investors Day’for the India business (Link for
PPT). The management’s re-iterated key target areas over next 2-3 years are
1) continued market share gains both in PV and CV led by competitive launch,
2) double digit EBITDA in CV and high single digit EBITDA in next 3 years, 3)
FCF break even by FY23 and 4) retaining leadership in EV business. We
believe sharp focus on execution both in CV and PV business will help to
drive strong operating performance in S/A business. Hencewe build in strong
margin recovery in S/A to ~9.2% by FY23E from ~3% in FY21E. However,
concerns on JLR scale remain, for which detailed action plan will be known
on JLR investor day i.e. on Friday. We raise consol EPS by ~6% to factor in
better S/A cost control initiatives and maintain reduce on the stock with
revised SoTP based TP of Rs255 (v/s Rs231). We value S/A at 11x
(unchanged) & retain JLR multiple to 2x EV/EBITDA. The key upside risk is
global car alliance boosting scalability issues as JLR volumes remain static
at -1% CAGRover FY16-20.

CV - Alternate power trains to help address product gaps,
outlook positive

" Dueto increased competition, TTMT has lost marketshare in ICV and SCV
segment by ~200-300bps in FY21 to 45.7%/33.7%. However, it aims to gain
back lost market share with the launch of alternate fuel options such as
petrol/CNG in addition to launch of modular platforms such as Ultraand Intra
over last2 years. It added 84/269 sales/service touch points widening network
gap by 1.5x/3x over AL, which should also help.

" The domestic MHCVoutlookis positive where industry is expected to grow 60-
65% in FY22 with increased demand from MHCV segmentled by tippers,
trailers and ICVs.

"  Material cost reduction by 4-6% of average purchase value, fixed cost
reduction and tight working capital cycle helped lower EBIT breakeven by
~30% in YTDFY21 (Ws FY20). Managementindicated target of double digit
EBITDA margins for CV business in 1-2 years (Vs 8% in 3QFY21).

PV - Aim market share gains and high single digit EBITDA
in three years

" TTMT PV targets double digitmarketshare in 1-2 years from ~8% currently as
it expects to plug productgaps (expanding coverage from ~60% to ~75%) and
network expansion. This will be done though combination of, 1) launch of new
products such as HornbillmicroSUVin CY21, 2) 2x sales growth inrural sales
and 3) network expansion to ~1,100 outlets (from ~850-900 outlets in FY21).

®  This confidence stems from the substantial improvement in the net promoter
scores to 28in 2021 from 23in 2019. According to management, with complete
product portfolio and market coverage, the market share (~8% in YTDFY21)
should converge going forward.
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Tata Motors

The managementindicated high single digit EBITDA for PV businessin next3
years (V/s 3.8% in 3QFY21). We believe strong focus on costreduction should
help however, target is aggressive given rising competitive intensity in
domestic PV segment.

EV - Target to sustain first mover advantage by offering
complete ecosystem

TTMT's approachtowards EV isto 1) build a comprehensive range in EVs to
create excitement among consumers, 2) deliver compelling value proposition
that breaks barriers, and 3) leverage partnerships and new business models
to develop full EV ecosystem.

The target is to retain first mover advantage in the e-mobilityecosystem by 1)
developing dedicated electric platform, 2) focus on personal segment (V/s fleet)
and (c) leveraging ‘One Tata’ by involving other group companies (e.g. TCS for
data platform, Tata Auto comp for battery manufacturing, Tata Chemicals for
lithium ion cell manufacturing, TCS for cloud management, Tata Power for
charging infraand Tata Finance for retail finance).

Exhibit 1: CV — Cost reduction across segments to help drive margins
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Exhibit 2: CV — Improving sales and service satisfaction to help drive market share gains
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Source: Company presentation

Exhibit 3: CV — Aggressive network expansion plan to help drive market share gains
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Source: Company presentation

Exhibit 4: CV — Average breakevenvolume for dealers reduced by 25% leading to improved profitability in YTDFY21
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Exhibit 5: PV - Comprehensive portfolio planning to improve market coverage and share
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Source: Company presentation

Exhibit 6: EV — Success of Nexon EV helped achieve volumes and marketleadership
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Exhibit 7: EV — Tata group EV ecosystem in place for higher penetration

Eﬂ TATA POWER

355+ public chargers inter & Intra - cities & plan to
take it to 700 by mid of FY22

* Home charging installation support in all cities to
support TML EV customers

*  Battery Manufacturing plant
operational for Nexon & Tigor

* Exploring EV Motor manufacturing
facility in India with global partner

E\ TATA CHEMICALS

*  Evaluating technical partners for establishing
Lithium ion cell manufacturing plant

* Pilot plant operational for Lithium ion battery
recycling

. TI\TI\ Motorfinance

Structured solutions for large fleets to adopt
EVs

*  Low risk offerings due to increased financing
risk of customers (during COVID)

Source: Company presentation

Exhibit 8: SOTP valuation

Rs/Share Valuation Parameter Multiple (x) FY23E
Tata Motors - Standalone EV/EBITDA 11 219
JLR EV/EBITDA 2 156
Other Subs 23
Total EV 397
Less: Net Debt 142
Total Equity Value 255
Source: PL
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Financials
Income Statement (Rs m) Balance Sheet Abstract(Rs m)
Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
Net Revenues 2,610,680 2,534,508 3,166,893 3,582,906 Non-Current Assets
YoY gr. (%) (13.5) (2.9) 25.0 13.1
Cost of Goods Sold 1,671,310 1,637,202 2,075,966 2,379,551 Gross Block 2,680,152 3,178,927 3,561,480 3,950,007
Gross Profit 939,370 897,306 1,090,928 1,203,356 Tangibles 2,680,152 3,178,927 3,561,480 3,950,007
Margin (%) 36.0 35.4 34.4 33.6 Intangibles - - - -
Employ ee Cost 321,868 297,571 316,141 339,011
Other Expenses 378,359 252,047 303,922 325,242 Acc: Dep /Amortization 1,416,851 1,652,371 1,919,727 2,201,065
Tangibles 1,416,851 1,652,371 1,919,727 2,201,065
EBITDA 239,143 347,688 470,864 539,103 Intangibles - - - -
YoY gr. (%) (19.7) 45.4 35.4 14.5
Margin (%) 9.2 13.7 14.9 15.0 Net fixed assets 1,263,301 1,526,557 1,641,753 1,748,941
Tangibles 1,263,301 1,526,557 1,641,753 1,748,941
Depreciation and Amortization 256,139 280,030 316,813 331,012 Intangibles - - - -
EBIT (16,996) 67,658 154,051 208,091 Capital Work In Progress 356,223 250,000 250,000 250,000
Margin (%) 0.7) 2.7 4.9 5.8 Goodwill 7,771 7,771 7,771 7,771
Non-Current Investments 51,345 52,694 53,875 53,896
Net Interest 72,433 81,188 91,591 94,149 Net Deferred tax assets 35,160 35,160 35,160 35,160
Other Income 12,344 (11,223) 23,671 23,671 Other Non-Current Assets - - - -
Profit Before Tax (105,800) (24,754) 86,131 137,613 Current Assets
Margin (%) (4.1) (1.0 2.7 3.8 Investments 111,740 91,740 71,740 51,740
Inv entories 374,569 333,305 390,439 490,809
Total Tax 3,953 (1,238) 6,890 11,009 Trade receivables 111,727 138,877 216,911 294,485
Effective tax rate (%) @.7) 5.0 8.0 8.0 Cash & Bank Balance 337,270 172,443 164,558 245,303
Other Current Assets 12,949 17,949 22,949 27,949
Profit after tax (109,752)  (23,516) 79,240 126,604 Total Assets 3,166,633 3,091,076 3,279,735 3,590,635
Minority interest 956 1,288 1,398 1,520
Share Profit from Associate (10,000) 1,349 1,181 21 Equity
Equity Share Capital 7,195 7,195 7,195 7,195
Adjusted PAT (90,921)  (23,455) 79,023 125,105 Other Equity 623,590 600,135 679,158 804,263
YoY gr. (%) 515.0 (74.2)  (436.9) 58.3 Total Networth 630,785 607,331 686,354 811,459
Margin (%) (3.5) (0.9) 2.5 3.5
Extra Ord. Income/ (Exp) (29,787) - - - Non-Current Liabilities
Long Term borrowings 1,056,553 1,016,553 986,553 956,553
Reported PAT (120,709)  (23,455) 79,023 125,105 Provisions - - - -
YoY gr. (%) (58.1) (80.6) (436.9) 58.3 Other non current liabilities - - - -
Margin (%) (4.6) 0.9) 2.5 3.5
Current Liabilities
Other Comprehensive Income - - - - ST Debt/ Current of LT Debt - - - -
Total Comprehensiv e Income (120,709)  (23,455) 79,023 125,105 Trade pay ables 636,269 659,666 694,114 785,295
Equity Shares Ofs (m) 3,598 3,598 3,598 3,598 Other current liabilities 870,052 833,263 937,053 1,060,148
EPS (Rs) (25.3) (6.5) 22.0 34.8 Total Equity & Liabilities 3,166,634 3,091,076 3,279,735 3,590,635
Source: Conpany Data, PL Research Source: Conmpany Data, PL Research
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
PBT (119,752)  (23,455) 79,023 125,105 Per Share(Rs)

Add. Depreciation 214,254 235,519 267,356 281,338 EPS (25.3) (6.5) 22.0 34.8
Add. Interest 11,913 15,863 23,671 23,671 CEPS 45.9 71.3 110.0 126.8
Less Financial Other Income 12,344 (11,223) 23,671 23,671 BVPS 175.3 168.8 190.8 225.5
Add. Other 127,101 1,288 1,398 1,520 FCF (8.1) (35.1) 5.6 28.7
Op. profit before WC changes 233,516 229,215 371,449 431,634 DPS - - - -
Net Changes-WC 50,663 35,722 38,071 71,330 Return Ratio (%)
Direct tax (17,849) 1,238 (6,890) (11,009) RoCE (1.1 4.1 9.3 12.1
Net cash from Op. activities 266,329 266,175 402,629 491,955 ROIC (1.5) 4.6 10.0 13.4
Capital expenditures (295,306) (392,553) (382,553) (388,527) RoE (14.8) (3.8) 12.2 16.7
Interest / Dividend Income - - - Balance Sheet
Others (46,397) 18,651 18,819 19,979 Net Debt : Equity (x) 1.0 1.2 11 0.8
Net Cash from Invt. activities (341,702) (373,902) (363,734) (368,548) Net Working Capital (Day's) (21) (27) (10) -
Issue of share cap. / premium 38,888 - - Valuation(x)
Debt changes 82,529  (40,000) (30,000) (30,000) PER (12.0) (46.7) 13.9 8.8
Dividend paid (568) - - P/B 1.7 1.8 1.6 1.4
Interest paid (86,953) (81,188) (91,591)  (94,149) P/ICEPS 6.6 4.3 2.8 2.4
Others B B - EV/EBITDA 7.1 5.3 3.9 3.3
Net cash from Fin. activities 33,806 (121,188) (121,591) (124,149) EV/Sales 0.7 0.7 0.6 0.5
Net changein cash (41,477) (228,915) (82,696) (742) Dividend Yield (%) - - - -
Free Cash Flow (28,976) (126,377) 20,076 103,428 Source: Conpany Data, PL Research
Source: Conpany Data, PL Research
QuarterlyFinancials (Rs m) Key Operating Metrics
Y/e Mar Q4FY20 QIFY21 Q2FY21  Q3FY21 Ve var cv20 - - -
Net Revenue 624,930 319,831 535300 756538 5 Ry olume (units) 475,952 361,177 433,412 475,697

Yoy gr. (%) 7.7) (48.0) (18.2) 55 TTMT CV volume (units) 340,700 262,409 401,474 470,270
Raw Material Expenses 4,08,096 1,99,212 3,34,673 4,79,097 TTMT BV volume (units) 132677 212,008 256,884 284,361
Gross Profit 2,16,833 1,20,618 2,00,627 2,77,441 Source: Company Data, PL Research

Margin (%) 34.7 37.7 37.5 36.7
EBITDA 23,733 6,356 56,653 1,15,096

YoY gr. (%) (70.4) (78.8) (20.9) 59.9

Margin (%) 3.8 2.0 10.6 15.2
Depreciation / Depletion 58,149 55,994 56,015 61,288
EBIT (34,415)  (49,638) 638 53,809

Margin (%) (5.5) (15.5) 0.1 7.1
Net Interest 19,528 18,768 19,496 21,259
Other Income (11,180) 6,537 10,662 13,351
Profit before Tax (93,130) (61,837)  (8,147) 41,674

Margin (%) (14.9) (19.3) (1.5) 5.5
Total Tax 3,583 22,005  (4,714) 9,452

Effective tax rate (%) (3.8) (35.6) 57.9 22.7
Profit after Tax (96,713) (83,842)  (3,433) 32,222
Minority interest 305 60 (72) (350)
Share Profit from Associates (1,925) (598) 360 (2,807)
Adjusted PAT (70,936) (84,532)  (3,050) 33,991

YoY gr. (%) (418.9) 135.5 19.3 95.4

Margin (%) (11.4) (26.4) (0.6) 4.5
Extra Ord. Income/ (Exp) (28,007) 32 49 (4,226)
Reported PAT (98,943)  (84,500)  (3,001) 29,765

YoY gr. (%) (985.4) 128.5 38.6 71.2
Margin (%) (15.8) (26.4) (0.6) 3.9
Other Comprehensiv e Income - - -
Total Comprehensive Income (98,943)  (84,500) (3,001) 29,765
Avg. Shares O/s (m) 3,598 3,598 3,598 3,598
EPS (Rs) (19.7) (23.5) (0.8) 9.4
Source: Conmpany Data, PL Research
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Price Chart Recommendation History

(Rs)

No. Date Rating TP (Rs.) Share Price (Rs.)
37 1 1-Feb-21  Reduce 231 263
298 2 11-Jan-21 Hold 172 198
3 28-Oct-20 Hold 146 136
220
4 9-Oct-20  Hold 138 138
143 5 2-Aug-20  Hold 108 105
6 11-Jul-20  Hold 100 108
65
® 3 3 3 < Q g 7 16-Jun-20 Hold 87 101
8 = 8 = 8 = 8
fis E i 2 i 2 i 8 9-Apr-20  Hold 84 75
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Ashok Leyland BUY 155 128
2 Bajaj Auto Hold 3,489 3,727
3 Bharat Forge Hold 581 640
4 CEAT Accumulate 1,434 1,310
5 Eicher Motors Accumulate 3,129 2,901
6 Endurance Technologies BUY 1,662 1,483
7 Exide Industries BUY 238 194
8 Hero Motocorp Accumulate 3,753 3,429
9 Mahindra & Mahindra BUY 1,011 866
10 Maruti Suzuki BUY 8,428 7,589
11 Motherson Sumi Systems BUY 247 197
12 Tata Motors Reduce 231 263
13 TV'S Motors Sell 437 529
PL’'s Recommendation Nomenclature (Absolute Performance)
Buy : >15%
Accumulate : 5% to 15%
Hold ;. +5% to -5%
Reduce : -5%1t0-15%
Sell T <-15%
Not Rated (NR) . No specificcall on the stock
Under Review (UR) . Ratinglikely to change shortly
February 22,2021 8
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Deep Shah- MBA Finance, Mr. Amber Shukla- 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 subjectissuer(s) or secuiities. 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.

(US Clients)

The research analy sts, with respectto each issuer and its securities covered by themin this research report, certify that: All of the views expressed in this researchreport accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this researchreport.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred toas “PL”") is engaged in the business of Stock Broking, Portfolio Manager, Depasitory Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
inv estmentbanking, financial sewvices (marginfunding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by therecipientonly asinfomationand is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. Itshould not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has notindependently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
av ailable or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessaiily a guide to future perfformance and value of investments can go down as well. The suitabiity or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of douht, advice should be soughtfrom an independent expert/advisor.

Either PL or its affiliates or its directors orits employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies refered to in this report and they may have used the research material prior to publication.

PL may fromtime to time solicit or perform investment banking or other services for any company mentioned in this document.

PLis in the process of applying for certificate of registration as Research Analystunder Securities and Exchange Board of India (Research Analysts) Regulations, 2014
PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interestin the subject company.

PL orits research analysts or its associates or his relatives do not have actual/beneficial ownership of one per centor more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material corflict of interest at thetime of publication of the research report.

PL or its associates might have received compensation from the subject company in the past twelve months.

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

PL or its associates might have received any compensation forinvestment banking or merchant banking or brokerage services from the subject company in the past twelve months.
PL or its associates might 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 twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of researchreport. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection withthe preparation of the research report. PL or its Research Analysts donot have any material conflict of interest
at the time of publication of this report.

Itis confirmed that Mr. Deep Shah- MBA Finance, Mr. Amber Shukla- MBA Research Analysts of this report have notreceived any compensation from the companies mentioned in
the report in the preceding twelve months

Compensation of our Research Analystsis notbasedon any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts 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 re commendations or views expressed in this report.

The research analysts for this report has notservedas an officer, director or employee of the subject company PL or its research analy sts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oralor written market commentary or trading strategies toour clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sel the securities of the subject company or (b) be engaged
in any other transaction involving such secuiities and earn brokerage or other compensationor act as a market maker in the financial instruments of the subject company or actas an
adv isor or lender/borrower to the subject company or may have any other potential corflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research reportis/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 andtradingsecurities held by a research analystaccount.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to"Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Secuiities 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 reportis not a Major
Institutional Investor as specified above, thenit should not act upon this report and retum the same to the sender. Further, this report may not be copied, duplicated and/ortransmited
onward to any U.S. person, which is not the Major Institutional Investor.

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, Prabhudas Lilladher Pvt. Ltd. has entered into an agreementwith a U.S. registered broker-dealer, Marco Polo Securities Inc. ("MarcoPolo").

Transactions in securities discussed in this research report should be effected through Marco Poloor another U.S. registered broker dealer.
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