Tata Motors (TaTmOT)

CMP: % 400 Target: ¥ 500 (25%) Target Period: 12 months

May 13, 2022

Aiming near net debt free (automotive) by FY24...

About the stock: Tata Motors (TML) is an auto OEM from the house of Tatas,
operating in domestic (PV, CV) as well as global markets (Jaguar Land Rover i.e. JLR)

e JLR s a luxury car brand, which includes two prominent names i.e. Jaguar
(models like I-pace, etc.) & Land Rover (models like Defender, Evoque, etc)

e FY22 consolidated sales mix— JLR ~67%, India CV ~19%, India PV ~11%.

Q4FY22 Results: TML reported healthy Q4FY22 results.
e Consolidated total operating income was up 8.6% QoQ at ¥ 78,439 crore
e EBITDA margins were at 14.7%, up 210 bps QoQ
e Consolidated loss after tax was at % 1,033 crore

e EBITDA margins in Q4FY22: JLR - 12.6%, Indian CV- 56.9% & India PV- 6.9%

What should investors do? TML's stock price has been flattish over the past five
years (~% 430 levels in May 2017), underperforming the Nifty Auto index.

e We retain BUY on positive demand outlook, impressive margin & FCF
targets for FY23E and intent to be net debt free (automotive) by FY24E

Target Price and Valuation: We now value TML at ¥ 500 on SOTP basis (10x, 3x
FY24E EV/EBITDA on India, JLR; %160 value to Indian EV business; earlier TP % 550).

Key triggers for future price performance:

e We expect healthy 13.2% revenue CAGR over FY22-24E backed by 15.8%
total volume CAGR amid strong order book at JLR (1.68 lakh units)

e Cost control, efficiency improvement-led FCF generation targets for
ongoing deleveraging push (FY22 net automotive debt at ~% 48,700 crore)

e Continued EV alertness in India through concepts & real launches (PV
market leader with Nexon; plans to introduce 10 models by 2025) and JLR
(Jaguar all-electric by 2025; 6 BEVs in Land Rover in next five years)

e Margins seen at 14.3% in FY24E along with RoCE at ~13.7%

Alternate Stock Idea: Apart from TML, in our OEM coverage we also like M&M.

e Focused on prudent capital allocation, UV differentiation & EV proactiveness

e BUY with target price of ¥ 1,045

Key Financial Summary

. . 5 year CAGR
Key Financials FY19 FY20 FY21 FY22P (FY17-22P)
Net Sales 3,01,938.4  2,61,068.0 2,49,794.8  2,78,453.6 0.6%
EBITDA 29,794.8 23,914.1 35,782.0 34,022.7 0.6%
EBITDA Margins (%) 9.9 9.2 14.3 12.2
Net Profit (28,724.2) (11,975.4) (13,395.0) (11,441.5) PL
EPS (%) (79.8) (33.3) (35.0) (29.9)
P/E (5.0) (12.0) (11.4) (13.4)
RoNW (%) (47.3) (18.7) (23.6) (23.4)
RoCE (%) 3.7 1.3 6.3 4.8
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Particular % crore
Market Capitalization 1,53,160
Total Debt (FY22P) 1,39,677
Cash and Invts (FY22P) 63,378
EV 2,29,459
52 week HL () 537/268
Equity capital ( crore) 765 9
Face value ()

Shareholding pattern
Jun-21 Sep-21 Dec-21 Mar-22

Promoter 46.4 46.4 464 46.4
Fll 14.3 134 146 14.5
DIl 115 133 136 14.4
Other 278 269 254 24.8
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Recent event & key risks

Reports healthy performance in
Q4FY22. JLR margins at 12.6%

o Key Risk: (i)
anticipated volume
over FY22-24E, (i) Continuing
chip shortage & lockdown in
china to impact sales at JLR.

Research Analyst

Shashank Kanodia, CFA
shashank.kanodia@icicisecurities.com

than
recovery

Slower

Raghvendra Goyal
raghvendra.goyal@icicisecurities.com

2 year CAGR
FY23E FY24E (FY22P-24E)
3,21,160.9 3,56,857.3 13.2%
40,669.2 50,925.7 22.3%
12.7 14.3
640.9 8,061.1 LP
1.7 21.1
239.0 19.0
1.3 14.0
8.1 13.7

Source: Company, ICICI Direct Research
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Key takeaways of the recent quarter & Concall highlights
Q4FY22 Results:

Consolidated total operating income for the quarter came in at ¥ 78,439
crore, up 8.6% QoQ. Reported EBITDA for Q4FY22 was at T 11,494 crore
with corresponding EBITDA margins at 14.7%, up 220 bps QoQ

JLR wholesales at 89,148 units were up 7.3% QoQ with revenues flat QoQ
at £4.8 billion. Margins were up 60 bps QoQ at 12.6%. JLR generated
positive FCF of £340 million

Q4FY22 Earnings Conference Call highlights

The company’s commentary on demand remain strong amidst strong order
book of 1.68 lakh units for JLR during Q4FY22 vs 1.55 lakh units in Q3FY22
& longer waiting period for PV’s. Order book for new range rover increased
to 46k from 31k in Q3FY22

Medium and long term JLR guidance maintained to achieve >5% EBIT
margin at JLR, with Q4FY22 positive on EBIT with Q4FY22 margins at 2%
and £340 million FCF

JLR annualised breakeven wholesales levels have reached to 300k units in
H2FY22 lower than target of 350k units in FY23. Going forward break-even
is expected to be at 85k units/quarter in FY23 due to normalisation of
operations & rational sales of new Range Rover

Production lost in Q4FY22 due to chip shortage was ~10% in Indian
operations

JLR had 64% electrified powertrain mix in Q4FY22 (BEV 3%, 10% PHEV,
50% MHEV) vs. 69% in Q3FY22 with electrification mix for FY22 at 66%

Management expects chip shortage to continue and improve gradually with
Q1FY22 to witness muted sales due to China lockdown. Delivery of new
Range Rover will start from Q2FY23

Geopolitical political issues did not affect company in material way as
<2.5% of combined sales from both countries, further only a smart number
of parts are sourced from Russia & Ukraine

Refocus program has achieved its target of £1.5 billion cash and cost
improvements for FY22

CNG penetration in M&HCV to be limited due to requirement of high range
and limited infrastructure whereas same for LCV to be higher due to limited
range requirement. CNG penetration in I&LCV is at 40%. Powertrain mix for
CV for FY22 was 73% for diesel, 10% for petrol, 17% for CNG+EV

Peer comparison

ICICI Direct Research

Indian operation (PV + CV) sales were at 329,020
crores amid 22% volume jump to ~2.4 lakh units.
Margins were at 6.3% (CV margins up 330 bps QoQ at
5.9%, PV margins up 270 bps QoQ at 6.9%).

Company launched 80+ products, 120 variants in
FY22 leading to market share gain for CV by 250 bps
YoY at 44.9%.

Company is operating a fleet of 250+ E-Bus fleet for
BEST in Mumbai & Ahmedabad under wet lease
model. Further management informed about for 15
FCEV powered bus order received from I0CL.

TML launched E-dukaan, an online store to purchase
spare parts with revenue clocked %100 crores in
FY22. Further management informed spare part
revenue have doubled over four year period.

Powertrain mix for PV was 72% petrol, 20% diesel, 5%
EV, 3% CNG. EV market share stood at ~87% for FY22
with ~2,000 charging points.

Robust booking pipeline, strong market share, low
channel inventory, available capacity to ramp up EV to
act as growth triggers for FY23. Management expect
domestic PV industry to surpass FY19 demand in
FY23

Exhibit 1: ICICI Direct coverage universe (4-W/CV OEMs)

CMP TP Rating Mcap

4 £
Tata Motors (TATMOT) 400 500 Buy
Maruti Suzuki (MARUTI) 7,299 8545  Hold
Ashok Leyland (ASHLEY) 122 140 Buy

Total lakh volumes
FY22 FY23E

Company Z crore

2,20,488 16.5 19.2 21.5 6.4 8.2
35711 1.2 1.6 1.9 3.1 5.7

EBITDA margin (%)
FY24E FY22 FY23E FY24E
1,563,160 10.8 13.0 143 12.2 127 143 4.8 8.1 13.7

RoCE (%) P/E
FY22 FY23E FY24E FY22 FY23E FY24E
(13.4) 239.0 19.0

9.5 5.1 95 128 585 354 256
1.7 (1.1) 65 144

(147.4) 950 332

Source: Company, ICICI Direct Research

(Note — We have compared TML with Maruti Suzuki and Ashok Leyland as proxies
for the India PV and India CV businesses respectively. JLR does not have a
comparable player in the Indian listed space).

ICICI Securities | Retail Research
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Exhibit 2: Variance Analysis

Q4FY22 Q4FY22E Q4FY21  YoY (%) Q3FY22 QoQ (%) Comments
Topline came in ahead of estimates tracking more than
Total Operating Income 78,439 76,089 88,628 -11.5 72,229 8.6 anticipates wholesale sales volume at JLR and higher

than anticipated Asp's for Indian operations

RM costs were up 150 bps QoQ to 65.3% of sales, well

Raw Material Expenses 51,196 51,430 56,993 -10.2 46,049 11.2 below our estimates of —67.6% of sales
Employee Expenses 8,029 7,653 7,983 0.6 7,651 4.9
Savings were realised in other expenses domain and
th 11,641 12,14 12,601 -1. 12 -10.
Other expenses 8 140 /60 6 935 0.0 were down ~310 bps QoQ at 14.8% of sales
Operating Profit (EBITDA) 11,494 8,366 14,617 214 9,057 26.9

EBITDA margin surprised positively tracking lower than
EBITDA Margin (%) 14.7 11.0 16.5 -184 bps 125 211bps anticipated gross margin decline and savings realised in
other expenses

Depreciation 6,432 6,170 6,217 3.5 6,078 5.8

Interest 2,381 2,368 2,145 11.0 2,401 -0.8 Interest out-go was broadly on expected lines

Product develop. Exp. 2,752 1,987 1,872 47.0 2,293 20.1

Tax 758 (294) (132) 672.7 726 4.4

PAT (1,033) (1,264) (7,585) -86.4 (1,516) 31.9  PAT loss came in lower tacking beat on margins

EPS (2.7) (3.3) (19.8) -86.4 NA NA

Key Metrics

JLR sales ( mn GBP) 4,767 4,515 6,538 (27.1) 4716 11 JLR sales were up 1% QoQ at 4.7 billion pounds amidst
~7% QoQ growth in wholesale volumes

JLR margins (%) 12.6 11.5 15.3  -271 bps 12.0 60 bps  EBITDA margins at JLR were up 60 bps QoQ

JLR PAT (mn GBP) (95.0) (40.1) (920.0) (89.7) (67.0) 41.8

Source: Company, ICICI Direct Research

Exhibit 3: Change in estimates

FY23E FY24E

(Z Crore) Old New % Change 0Old New % Change Comments
Revised downward our sales estimates tracking gradual
recovery in volumes at JLR amidst constraints over chip

R 55, ,21,161 9. ,96,314. ,56,857. -10. - )

evenue 3.95,895 3 38 393145 3.%6,851.3 00 availability. We expect topline at TML to grow at a CAGR of
13.2% over FY22-24E

EBITDA 42,558 40,669 4.4 53,4925 50,925.7 4.8

EBITDA Margin (%) 120 127 71 bps 135 143 77 bps Upgraded our margln.estlmate.s (by 70-80 bps) tracking
continuous beat on margins especially on the JLR front

PAT 2,808 641 -11.2 10,242.8 8,061.1 213

Lowering the sales estimates leads to decline in net earning
EPS %) 1.3 1.7 -11.2 26.8 211 -21.3  estimates with TML seen reporting profit to the tune of ~%
8,000 crore in FY24E

Source: ICICI Direct Research

Exhibit 4: Assumptions

Now Earlier
Units FY20 FY21 FY22pP FY23E FY24E FY23E FY24E Comments
JLR
Jaguar Sales Volume 1,44,270 90,440 68,405 69,039 65,587 54,080 48,672 Lowered our sales volume estimates tracking
Land Rover Sales Volume 381,132 3,22,4M 2,719,245  3,49,052  3,87,367 3,96,645 4,330,267 management commentary of soft Q1FY23 and

gradual recovery of volumes thereafter. We expect

Total JLR Sales Volume 5,25,402 4,12,911  3,47,650 4,18,091 4,52,954 4,50,725 4,78,939 total volumes at JLR to grow at a CAGR of 14% over

Growth (Yo, %) 7% 21% -16% 20% 8% FY22-24E led by Land Rover series

India

ME&HCV 1,23,172 90,152 1,34797  1,71,346  2,05615 153394  1,84,073 With domestic CV space witnessing cyclical
LCV 2,17,339 1,72,618 2,22,174 2,57,887 2,78,518 2,73,862 2,95,771 recovery and strong product demand in PV segment,
PV 1,32,677  2,22,591 3,72,174  4,48,810  4,93,691 4,33,598  4,76,957 we expect volumes at domestic operations to grow

at a CAGR of 16% over FY22-24E led by M&HCV
segment wherein volume growth in the aforesaid
Growth (YoY, %) -35% 3% 50% 20% 1% period is seen at 24%

Source: ICICI Direct Research

Total India Sales Volume 4,73,188 4,85,361  7,29,145 8,78,043 9,77,824 8,60,853 9,56,801

w
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Financial story in charts
Exhibit 5: Trend in topline

400000
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We expect net sales to grow at ~13.2% CAGR over
FY22-24F on the back of ~15.8% total volume CAGR

< crore

150000 -

2,718,454

100000 -

2,49,795

50000 -
0

FY20 FY21 FY22pP FY23E FY24E
m Total Operating Income

Source: Company, ICICI Direct Research

Exhibit 6: Trend in margins
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Exhibit 7: Trend in profitability
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S We expect consolidated PAT of ¥ 8,061 crore in
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Source: Company, ICICI Direct Research
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Exhibit 8: Trend in return ratios

20 -
14.0
8.1 T 137
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Source: Company, ICICI Direct Research

Exhibit 9: Valuation summary

Sales Growth

(Zer) (%)
FY19 3,01,938 2.5
FY20 2,61,068 -13.5
FY21 2,49,795 4.3
FY22P 2,718,454 11.5
FY23E 3,21,161 15.3
FY24E 3,56,857 1.1

EPS
()
(79.8)
(33.3)
(35.0)
(29.9)

1.7
21.1

Growth PE EV/EBITDA RoNW RoCE
(%) (x) (x) (%) (%)

NA NM 1.3 -47.3 3.7

NA NM 9.5 -18.7 1.3

NA NM 6.2 -23.6 6.3

NA NM 6.7 -23.4 4.8

NA 239.0 5.5 1.3 8.1

11578 190 4.0 140 137

Source: Company, ICICI Direct Research

Exhibit 10: SOTP valuation

Particulars

Tata Motors India business (CV, PV, Ex-Electric-PV)

JIR

India EV business (PV)

Other Investments

Total Enterprise Value (EV)
Net Debt

Resultant Equity Value

Target Price per share
Source: ICICI Direct Research

ICICI Securities | Retail Research

Parameters FY24E EBITDA EV/FBITDA Resultant EV

(¥ crore) Multiple (x) (% crore)

FY24E EV/EBITDA 7431 10.0 74,306

FY24E Adj EV/EBITDA 35,164 3.0 1,05,492
~11% stake sale @%7,500 NA NA 60,682
2xPB on FY21 2,369 2.0 4,738

245218

FY24E 52,795

1,92,423

500

ICICI Direct Research

Higher margins and lower interest outgo on reduced
debt is seen leading to return to double digit return
ratios starting FY24E
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ICICI Direct Research

Exhibit 11: Segment-wise, model-wise FY22 volumes at TML

Domestic Exports Total % of sales mix  pomestic
Particulars
FY21 FY22 YoY%  FY21 FY22 YoY% FY21 FY22 YoY% FY21  FY22 MS %
I. Passenger cars 1,35,578 1,44,221 6.4 349 449 28.7 1,35,927 1,44,670 6.4 280 19.8 9.8
Compact 1,35578  1,44,221 6.4 349 449 287  1,35927  1,44,670 64 280  19.8
Altroz 60,379 62,247 3.1 30 38 26.7 60,409 62,285 31 124 85
Bolt NA 30 (100.0) 30 (100.0) 0.0
Tiago 60,711 58,089 (4.3) 204 287 40.7 60,915 58,376 (42) 126 8.0
Tigor 14,488 23,885 64.9 85 124 45.9 14,573 24,009 64.7 3.0 33
Zest NA NA NA
II. Utility Vehicles 86,447 2,26,151 161.6 217 1,355 5244 86,664 2,27,506 1626 17.9 31.2 15.2
<4m 63,756 176,846  177.4 204 1,262 5186 63,960 178,108 1785 132 244
Nexon 63,756  1,24,130 94.7 204 1,262 5186 63,960  1,25,392 96.0 13.2 17.2
Punch 52,716 1 NA 52,716 n 7.2
4.4-4.7m 22,691 49,305 1173 13 88  576.9 22,704 49,393 1176 4.7 6.8
Harrier 18,836 29,093 54.5 13 33 1538 18,649 29,126 54.5 39 4.0
Safari 3,855 20212 4243 55 NA 3,855 20267 4257 0.8 2.8
Sumo NA NA NA
>4.7m NA 5 NA 5 NA 0.0
Hexa NA 5 NA 5 NA 0.0
1. Vans 2,084 2,766  32.7 209 191 (8.6) 2,293 2,957 29.0 0.5 0.4 2.4
Hard tops 2,084 2,766 32.7 5 NA 2,084 2,1 33.0 04 04
Magic Express 2,084 2,766 32.7 5 NA 2,084 2771 33.0 04 04
Soft tops NA 209 186  (11.0) 209 186 (11.0) 0.0 0.0
Magic Iris NA 209 186 (11.0) 209 186  (11.0) 00 0.0
A. Total PV (I + 1l + 111} 2,24,109 3,73,138  66.5 775 1,995 157.4 2,24,884 3,75,133 668 463 514 12.2
IV. M&HCV 82,296 1,28,333 559 7,856 16,167 1058 980,152 1,44,500 60.3 186 19.8
Passenger 2,514 4,523 79.9 899 1,802 100.4 3413.0 6,325.0 85.3 07 0.9 38.3
Good's 79,782 1,23,810 552 6957 14365  706.5 86,739 138175 593 179 190 54.1
V.LCV 1,58,110 1,91,083 209 12,215 18,432 50.9 1,70,325 2,09,515 23.0 35.1 28.7
Passenger 3,999 7,331 83.3 895 1,160 296 4,894 8491 73.5 1.0 12 36.7
Goods 154111 1,83,752 192 11,320 17,2712 526 165431 201,024 215 341 276 40.3
B. Total CV (IV + V) 2,40,406 3,19,416  32.9 20,071 34,599 72.4 2,60,477 3,554,015 359 537 48.6 44.6
C. Total sales (A + B) 4,64,515 6,92,554  49.1 20,846 36,594 75.5 4,85,361 7,29,148  50.2 100.0 100.0

Source: SIAM, ICICI Direct Research

ICICI Securities | Retail Research
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Exhibit 12: Segment-wise, model-wise FY22 volumes at JLR

Particulars Total % of sales mix

FY21 FY22 YoY % FY21 FY22

A. Jaguar 90,440 68,405 (24.4) 21.9 19.7
XE 16,507 12,570 (23.9) 4.0 3.6

XF 9,601 10,861 13.1 2.3 31

XJ 632 32 (94.9) 02 0.0

E - Pace 19617 11,890 (39.4) 4.8 34

F - Pace 24,046 20,358 (15.3) 5.8 59

I-Pace 14,262 8,808 (38.2) 35 2.5

FTYPE 5775 3,886 (32.7) 14 1.1

B. Land Rover 3,22,471  2,79,245 (13.4) 78.1 80.3
Defender 53,053 58442 102 12.8 16.8

Discovery Sport 60,033 43,286 (27.9) 4.5 125

Discovery 16,677 15,621 (6.3) 4.0 4.5

Range Rover Sport 57694 46,479 (19.4) 14.0 13.4

Range Rover 37410 33,520 (10.4) 9.1 9.6
Range Rover Velar 33,832 29,847 (11.8) 82 8.6
Range Rover Evogue 63,772 52,050 (18.4) 15.4 15.0

C. Total Sales (A + B) 4,12,911  3,47,650 (15.8) 100.0 100.0

Source: ICICI Direct Research

Exhibit 13: Geography wise mix at JLR

JLR FY22 geography mix

21.3%

18.7%

BUK = North America Europe China Overseas

Source: ICICI Direct Research

ICICI Securities | Retail Research 7
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Financial Summary

ICICI Direct Research

Exhibit 14: Profit and loss statement % crore [ Exhibit 15: Cash flow statement g crore

(Year-end March) FY21 FY22P FY23E FY24E (Year-end March) FY21 FY22P FY23E FY24E
Total operating Income  2,49,795 2,78,454 3,21,161 3,56,857 Profit after Tax (13,395.0) (11,441.5) 640.9 8,061.1
Growth (%) -4.3 11.5 15.3 1.1 Add: Depreciation 23,5417 24,836 25,693 26,764
Raw Material Expenses 1,58,291 1,80,886 2,11,704 2,35,286 (Inc)/dec in Current Assets -6,045 -2,555 -13,794 -1,822
Employee Expenses 27,648 30,809 31,225 31,943 Inc/(dec) in CL and Provisions 9,999 -6,188 24,8717 13,677
Marketing Expenses 40,922 47,134 53,620 56,545 Others 21,444 9,312 9,567 8,762

Capitalised Expenses -12,849 -14,397 -16,058 -17,843 CF from operating activities 35,549 13,963 46,985 49,443
Total Operating Expenditure 2,14,013 2,44,431 2,80,492 3,05,932 (Inc)/dec in Investments -8,312 -4,759 -750 250
EBITDA 35,782 34,023 40,669 50,926 (Inc)/dec in Fixed Assets -33,809 -14,267 -32,000 -25,000
Growth (%) 49.6 4.9 19.5 25.2  Others 4,317 1,026 1,673 1,234
Product development Exp 5227 9210 7821 8684 CF from investing activities (37,803) (18,000) (31,077) (23,516)
Depreciation 23547 24836 25693 26764 Issue/(Buy back) of Equity 46 0 0 0
Interest 8097 9312 9567 8762 Inc/(dec) in loan funds 17,094 3,772 -6,000 -17,000
Other Income 2643 3054 3132 3305 Dividend paid & dividend tax 0 0 0 0
PBT 8,513 2,836 8,541 18,704 Inc/(dec) in Sec. premium 3,424 0 0 0
Minority Interest 0 133 163 179 Others (incl finance costs) 5,244 -5,858 -9,567 -8,762
Total Tax 2542 4231 144 2255 CF from financing activities 15,320 (2,086) (15,567) (25,762)
Reported PAT (13,395) (11,441) 641 8,061 Net Cash flow 13,066 6,123 340 164
Growth (%) NM LP -105.6 1,157.8  Opening Cash 33,727 46,792 40,669 41,009
EPS (%) (35.0) (29.9) 1.7 21.1 Closing Cash 46,792 40,669 41,009 41,173
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
Exhibit 16: Balance Sheet X crore
(Year-end March) FY21 FY22P FY23E FY24E (Year-end March) FY21 FY22P FY23E FY24E
Liabilities Per share data (%)
Equity Capital 766 766 766 766 EPS -35.0 -29.9 1.7 21.1
Reserve and Surplus 54,481 43,795 44,436 52,497 Cash EPS 26.5 35.0 68.8 91.0
Others 1,574 4,271 4,271 4,21 BV 148.4 1271.5 129.2 150.3
Total Shareholders funds 56,820 48,832 49,473 57,534 DPS 0.0 0.0 0.0 0.0
Total Debt 1,35,905 1,39,677 1,33,677 1,16,677 Cash Per Share 172.0 165.5 167.7 166.8
Deferred Tax Liability 1,556 1,558 1,797 1,997 Operating Ratios
Long term provisions 13,607 12,956 14,943 16,604 EBITDA Margin (%) 14.3 12.2 12.7 14.3
Minority Interest / Others 21,095 19,641 22,653 25,171 PBT / Net sales (%) 49 3.3 4.7 6.8
Total Liabilities 2,28,982 2,22,665 2,22,544 2,17,984 PAT Margin (%) 5.4 4.1 4.8 1.0
Assets Inventory days 52.7 46.2 50.0 50.0
Gross Block 3,46,703 3,71,683 4,06,183 4,33,683 Debtor days 18.5 16.3 20.0 20.0
Less: Acc Depreciation 2,08,799 2,33,635 2,59,328 2,86,092 Creditor days 99.6 78.6 90.0 90.0
Net Block 1,37,904 1,38,048 1,46,855 1,47,591 Return Ratios (%)
Capital WIP 20,964 10,251 1,751 5,251 RoE -23.6 234 1.3 14.0
Total Fixed Assets 1,58,868 1,48,299 1,54,606 1,52,842 RoCE 6.3 4.8 8.1 13.7
Investments 24,620 29,380 30,130 29,880 RolC 11.4 7.9 13.3 22.6
Inventory 36,089 35,240 43,995 48,885 Valuation Ratios (x)
Debtors 12,679 12,442 17,598 19,554 P/E (adjusted) NM NM 22.2 10.4
Loans and Advances 1,749 1,672 1,928 2,143 EV/EBITDA 6.2 6.7 55 4.0
Cash 46,792 40,669 41,009 41,173 EV / Net Sales 0.9 0.8 0.7 0.6
Total Current Assets 1,27,836 1,24,268 1,38,402 1,46,388 Market Cap / Sales 0.6 0.6 0.5 0.4
Creditors 68,180 59,970 79,190 87,992 Price to Book Value 2.7 3.1 3.1 2.7
Provisions 12,848 10,766 13,821 15,357 Solvency Ratios
Total Current Liabilities 1,14,143 1,07,955 1,32,832 1,46,510 Debt/EBITDA 38 4.1 3.3 2.3
Net Current Assets 13,693 16,313 5,569 (121)  Debt/Equity 2.4 2.9 2.1 2.0
Deferred Tax Asset 4,520 3,871 4,465 4,961 Current Ratio 0.6 0.6 0.6 0.6
Application of Funds 2,28,982 2,22,665 2,22,544 2,17,984 Quick Ratio 0.3 0.3 0.3 0.3
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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Exhibit 18: ICICI Direct coverage universe (Auto & Auto Ancillary)

Sector / Company CMP TP M Cap EPS () P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

(¥) (%) Rating (¥ Cr) FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Apollo Tyre (APOTYR) 199 270 Buy 12,631 11.0 155 233 181 12.8 8.5 6.4 49 3.6 6.4 83 115 59 78 108
Ashok Leyland (ASHLEY) 122 140 Buy 35711 0.8 1.3 3.7 -1474 950 332 634 255 156 -1 65 144 42 56 152
Bajaj Auto (BAAUTO) 3,629 3,950  Hold 1,05020 173.4 1834 2041 209 198 178 156 138 123 184 199 216 176 191 205

Balkrishna Ind. (BALIND) 1930 2650 Buy 37306 728 742 916 265 260 211 195 176 141 176 174 202 206 183 195
Bharat Forge (BHAFOR) 626 910  Buy 29,133 233 244 293 269 257 214 161 137 115 102 118 135 158 158 16.6
Eicher Motors (EICMOT) 2438 2535 Hod 66621 579 835 1005 421 292 243 280 199 164 126 163 172 127 163 173

Escorts (ESCORT) 1580 2,050 Hold 20,848 538 661 781 293 239 202 172 151 123 100 100 106 9.0 101 109
Hero Moto (HERHON) 2442 2,495  Hold 48,757 123.8 156.1 1763 19.7 156 138 121 94 83 163 207 222 157 187 199
ME&M (MAHMAH) 885 1,046  Buy 1,10,054 405 467 565 218 190 157 152 125 104 98 115 131 134 132 143

Maruti Suzuki (MARUTI) 7,299 8545  Hold 220488 1247 206.4 2848 585 354 256 316 200 146 5. 95 128 10 107 135
Minda Industries (MININD) 844 1,115  Hold 24,109 107 17.1 242 785 493 349 291 222 169 99 135 178 95 133 160
Tata Motors (TATMOT) 400 500 Buy 1,53,160 -29.9 1.7 21.1 -13.4 239.0 190 67 55 40 48 81 137 -234 1.3 140

Source: Company, 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%
ICICI direct u,\x::} INO 1 ‘
In.cu«vvrvu'o‘::rul Fingertips | BHQE{ER \ ;
ICICI Securities Ltd. FISTARMINE ¥ 1
‘ @l‘;‘awst»\-.wa'd 2012 A/
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 Raghvendra Goyal, 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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst 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 and its analysts, persons reporting to analysts and their relatives are generally prohibited 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
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busi may make i decisions that are inconsi with the recomr jati p d 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, and 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. ICICI 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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past

twelve months.

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 and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material
conflict of interest 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 us:

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 a
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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