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Tata Motors Ltd — Event Update Writing the India EV Story
cmMP Target Potential Upside Market Cap (INR Mn) Recommendation Sector
INR 421 INR 495 17.7% INR 1,397,352 BUY Automobile

Key Highlights:

* Tata Motors announced that private equity firm TPG Group
would be investing INR 7,500 crore in its new wholly
owned electric vehicle subsidiary.

Key Financials

* In the new structure Tata Motors will be having two Revenue 2,497,948 | 2,949,493 | 3,724,325
subsidiaries a) Tata Motors PV (PVCo) - 100% holdings, and EBITDA 305,553 336,122 484,162
b) Tata Motors EV (EVCo) — with 85-89% holdings and the PAT 134,514 19,084 118,176
ballanse 11-;Z%Ssvill lia)e held by TPG group at an equity EPS (INR) -35.1 5.0 30.9
valuation o 9.1Bn. .
EBITDA M 12.2% 11.4% 13.0%
* In exchange the Tata Motors will issue compulsory argin 4 3.0
convertible preference shares (CCPS), which will be NPM 5-4% 0.6% 3-2%
converted into ordinary equity shares in EVCo on the basis P/E (x) (12.1) 84.4 13.6

of achieving the revenue threshold. Source: KRChoksey Research
Key Rationales:
* Tata Motors intend to have a differentiated focus for its CV Shareholding Pattern
and PV segments to help each realize their potential and
unlock the business value and operational flexibility.
* The company aims to increase the market share to double
digit in the PV business along with high single digit EBITDA Promoters 46.41 46.41 42.39
and FCF positive by FY23.

* The company also aims to lead the EV charge in the Indian Fils 1428 1378 15-62
market. Dlls 11.63 12.07 | 12.72
* EVCo will introduce 10 new EVs, Catalyse charging
infrastructure, invest proactively in drive trains, products Others 27.68 | 27.74 | 29.27
and platforms by FY26.
Total 100 100 100

* The EV requires more than USD 2bn of investments in the
next 5 years. The PVCo will be fund constrained to support Source: Bloomberg
the aggressive EV aspirations. Tata Motors believes that
there is a huge potential for significance value unlock and
ability to fund the requirements of the business.

EV business roadmap:

* Expand portfolio of offering India specific products with different body styles and driving ranges ( 10 EVs by
FY26). Transition to Modular Multi-energy platform from Conversion EVs.

* Expand beyond existing micro-markets ( 100+ cities , 255 touchpoints in FY22); Continue brand building for
awareness creation and driving aspiration; Increase options to access Tata EVs (e.g Subscription); Drive superior
customer experience through digital tool and experience centres.

Demand Drivers:

* Stringent emission roadmap will necessitate EV adoption by OEMs.

* Total Cost Ownership (TCO) parity with Internal Combustion engine (ICEs) will further propel EV adoption.
* Better customer options as OEMs introduce long range EVs.

* Favorable Govt. policies like PLI schemes, FAME II, and other fiscal [ non-fiscal incentives.

Valuation:

With improving volume demand domestically and on international front backed by cost optimization and cash
saving initiative, we expect the company will grow at CAGR of 22%/26% in topline/EBITDA over FY21/23E. Since our
last recommendation, the stock price has achieved our target price of INR 394. Further, we have revised our FY23E
EPS of INR 30.9 (earlier INR 18), and we apply a P/E multiple of 16x (earlier 22x) on FY23E EPS to arrive at revised
target price of INR 495 (earlier INR 394) per share, implying upside potential of 17.7%. Accordingly, we reiterate our
“BUY” rating on the shares of Tata Motors.

ANALYST Phone: +91-22-6696 5555, Fax: +91-22-66919576
Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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29-Oct-20 ACCUMULATE Buy More than 15%
18-Aug-20 124 133 ACCUMULATE Accumulate 5% —15%
16-Jun-20 95 104 ACCUMULATE Hold 0-5%
29-Apr-20 75 80 ACCUMULATE Reduce -5%—0
03-Feb-20 166 180 ACCUMULATE Sell Less than - 5%
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I, Parvati Rai (MBA-Finance, M.com), Head Research, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
my views about the subject issuer(s) or securities. | 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.
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KRCSSPL 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 analyst covers.
The information and opinions in this report have been prepared by KRCSSPL 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 KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation
to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL 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 KRCSSPL policies, in circumstances where KRCSSPL 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. KRCSSPL 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. KRCSSPL 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. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions 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.

Associates (Group Companies) of KRCSSPL might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL 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 KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Parvati Rai (MBA-Finance, M.com), Head Research of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.

It is confirmed that, Parvati Rai (MBA-Finance, M.com), Head Research do not serve as an officer, director or employee of the companies mentioned in the report.

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 KRCSSPL 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 them of and to observe such restriction.
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