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Tata Motors

JLR impacted by supply issues; S/A by RM cost

Valuation and View

TTMT’s 1QFY23 results missed our/street estimates led by 1) JLR - inferior
product/market mix as supply constraints led to slower than expected ramp-up in RR/RR
sports ramp up, 2) JLR - unfavorable fx and 3) S/A - higher op. expense. While net auto
debt increased to Rs607b in 1QFY23 (v/s Rs487b) led by WC change, the same will be
normalized with production normalization in 2QFY23. Some of these variables to improve
in near-term as 2QFY23 to see dual impact of easing chip shortages benefitting production
with China market opening up. However, several internals continue to remain healthy with
VME spends declined to ~1.4% (v/s 3.1% YoY), JLR order book at 200k units (v/s 168k in
4Q with ~65% of orders are for high margin new launches such as Defender, RR and RR
sport). Despite underperformance in 1QFY23, JLR’s guidance of positive EBIT (5%) and
positive FCF (GBP1b) is unchanged.

We like TTMT given it's improving India franchise, early leadership in EVs in India, and
JLR’s aggressive cost controls. Standalone business is in sweet spot led by healthy cyclical
recovery both in PV and CV whereas favorable product cycle to help drive JLR
outperformance. We cut FY23/24 EPS by ~14.5%/0.5% to factor in RM inflation and
negative fx movement and estimate revenue/EBITDA CAGR of 14%/29% in FY22-24E.
We maintain BUY with TP of Rs521 (v/s Rs515 earlier).

Result Highlights- Margins miss largely led by weak JLR performance

= Consol revenue de-grew 8% QoQ/ (+8% YoY) at Rs719.3b (est at Rs630.6b). TTMT
CVs/JLR revenue de-grew ~12% QoQ/~8% QoQ while TTMT PV revenue grew
~10% QoQ.

= Gross margins contracted 175bp QoQ at 33%. EBITDA came in lower at Rs31.8b
(-64% QoQ/-40bp YoV, est at Rs84.5b) led by negative operating leverage and
cost inflation. Consequently, margins miss our/street est at 4.4% (-670bp QoQ, est
at 13.2%, cons at 9.2%).

= Segmental EBIT margins- CV at 2.4% (+160bp QoQ), PV at 0.6% (v/s 1.3% QoQ),
JLR at -4.4% (+2% QoQ).

=  Ad]. loss came in at Rs64.4b (v/s Rs3.9b in 4Q, est PAT of Rs2.4b, cons loss of
Rs10.4b).

=  Net auto debt has increased to Rs607b as on June'22 (v/s Rs487b as on Mar'22).
This is largely led by increase in working capital debt at Rs185b as on June'22 (v/s
96b as on Mar'22).

Exhibit 1: Actual vs estimates

Rs mn Actual Yes
Sec
Sales 719,347 = 635,344 715,097 13.2 0N |/ IR
EBITDA 31,805 @ 84,450 66,085 | (62.3) (51.9) Performance
dragged
EBITDA 4.4 13.3 9.2 (890bp) (480bp)  EBITDA
margins % margins at
o (-
Adiusted  (64,448) 2,408 (10,396) - - | 4:4% (-670bp
PAT QoQ).

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Target Price

Potential Return :

Stock data (as on July 27, 2022)

Nifty 16,642
52 Week h/I (Rs) 537 /268
Market cap (Rs/USD mn) 1,586,689/19,858

Outstanding Shares (mn) 3,321
6m Avg t/o (Rs mn): 9,281
Div yield (%): -
Bloomberg code: TTMT IN
NSE code: TATAMOTORS

Stock performance

220 TATAMOTORS Nifty
170
120
70 + . : :
Jul-21 Nov-21 Mar-22 Jul-22
iM 3M 1Y
Absolute return 7.1% 3.2% 52.4%
Shareholding pattern (As of June’22 end)
Promoter 46.4%
FlI+DII 28.8%
Others 24.6%
Ain stance
(1-Yr) New old
Rating BUY BUY
Target Price 521 515
A in earnings estimates
FY23e FY24e
EPS (New) 15.8 37.0
EPS (Old) 18.5 37.2
% change (14.5%) (0.5%)
Financial Summary
Y/E March (Rs bn) 2022 2023E 2024E
Net Sales 2,785 3,129 3,646
EBITDA 340 438 564
Net Profit (104) 60 142
Adj. EPS (INR) (27.2) 15.8 37.0
EPS Gr. (%) (385) (158) 134
BV/Sh. (INR) 1164 132.2 169.2
ROE (%) (20.9) 12.7 24.6
RoCE (%) 10.1 10.0 13.8
Payout (%) - - -
P/E (x) (16.3) 28.0 12.0
P/BV (x) 3.8 34 2.6
EV/EBITDA (x) 7.2 5.5 3.9
Div. Yield (%) - -
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Exhibit 2: Quarterly snapshot

Y/e Mar (Rs.m)
Net Revenues

Raw Materials

% of Net Sales
Personnel

% of Net Sales

Manufacturing & Other Exp

% of Net Sales
Expenses capitalized
Total Expenditure
EBITDA

EBITDA Margin (%)
Depreciation

EBIT

Interest Expenses
Non-operating income
Forex gain
Extraordinary Exp/ Income
PBT

Tax-Total

Tax Rate (%) - Total

Minority Interest / Share in Associates

Profit after Ml
Adj. PAT

Tata Motors Ltd

Q1FY23 Q1FY22 YoY chg(%)
719,347 664,065 8.3
482,217 425,501 13.3
67.0% 64.1%
77,864 79,947 (2.6)
10.8% 12.0%
165,258 141,371 16.9
23.0% 21.3%
37,797 35,330 7.0
687,542 611,489 124
31,805 52,576 (39.5)
4.4% 7.9%
58,410 62,021 (5.8)
(26,605) (9,446)
24,207 22,033 9.9
8,874 5,816 52.6
(7,678) (149) =
(14,936) 25 -
(34,681) (25,837)
15,190 17,420 (12.8)
(43.8%) (67.4%)
917 (1,287)
(48,953) (44,544) =
(64,448) (44,517) -

Q4FY22
784,391
511,964
65.3%
80,294
10.2%
143,930
18.3%
39,214
696,975
87,416
11.1%
64,321
23,095
23,805
9,026
(4,443)
7,283
(3,411)
7,582
-222.3%
1,481
(9,513)
(2,230)

FY22
2,784,536
1,808,858

65.0%
308,085
11.1%
563,434
20.2%
143,973
2,536,404
248,132
8.9%
248,357
(225)
93,119
30,536
(787)
6,491
(70,085)
42,313
-60.4%
587
(111,811)
(104,350)

FY21 YoY chg (%)

2,497,948 11.5
1,582,915 14.3
63.4%
276,485 114
11.1%
461,486 221
18.5%
128,491 12.0
2,192,395 15.7
305,553 (18.8)
12.2%

235,467 5.5
70,086 -
80,972 15.0
26,432 15.5
17,322

137,610 (95.3)

(104,743) =
25,419 66.5
-24.3% =
(3,227) -

(133,388) =

(27,010) -

Source- Company, Yes Sec

Exhibit 3: SOTP

Rs/Share

Tata Motors - Standalone

Tata Motors - India EV business
JLR

Other Subs

Total EV

Less: Net Debt

Total Equity Value

FY24E

316
98
173
33
619
98
521

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Tata Motors Ltd

KEY CON-CALL HIGHLIGHTS

JLR-

= Outlook- Improvement in chip shortage situation is visible along with reduced impact of
COVID in China, should help ramp up of new Range Rover and new Range Rover sports.

o Expect wholesale of ~90k units in 2Q and should continue going forward in FY23.
o Aim to deliver positive EBIT margins of 5% and positive FCF of GBP1b in FY23.

=  Further order bank growth v/s last quarter as orders rose to ~200k (v/s ~168k in 4Q).

o Outof the total orderbook, ~20k/62k/47k units is contributed by New Range Rover
Sport/New Range Rover and Defender respectively. Build rate of new Range Rover
at the end of 1Qis already double than the start of the quarter.

o The company will start building new Range Rover from 8t Aug’22.

= Breakeven in 1QFY23 at ~320k units (v/s ~3L/3.3L units in 4QFY22 and FY22). Expect
FY23 BE at ~3.5L with quarterly run rate of ~85k units.

= Other KTAs-

o  The company hinted towards price hike actions in future and Refocus actions to
recover cost inflation.

o Engineering capitalization rate was 25% in 1QFY23 which shall increase going
forward.

= Electrified mix at 66% (QoQ comparison)- ICE 34% (v/s 36%), MHEV 54% (v/s 50%) and
BEV/PHEV - 12% (v/s 14%).

Commercial vehicles
= Qutlook- Sentiments positive, demand from small fleet operators look positive as well

o  Trucker's sentiment index at 2 years high in MHCVs and ILCVs. Growth estimates
are backed by increased activity in construction, mining, agriculture and e-com.

o Bus demand grew by ~60% QoQ led by surge in tours & travel, return of staff
movement and opening of schools/educational institutions.

= While market share in MHCV has declined to 54.6% in 1QFY23 (v/s ~58.2% in FY22), the
company is confident of gaining back the lost market share led by new launches and
improving demand scenario. Market share within bus & van segment inched up to 46.9% (v/s
44.8% in FY22)

= CNG and EV mix stands at ~13% in 1QFY23 (v/s ~17% in FY22).
= Spare and service revenue grew ~75% YoY in 1QFY23.
Passenger vehicles

= Overall market share in 1QFY23 at ~14.3% (v/s 12.1% in FY22). 1QFY23 EV/CNG mix
stands at ~11%/7% (v/s 5%/3% in FY22).

= Currently operating at full capacity. Waiting period for ICE model range between 4 weeks to
3 months while waiting for Nexon EV is ~7 months.

Electric mobility

= TML-Smart city mobility solutions Itd. Incorporated as wholly owned subsidiary of TTMT.
Revenue contribution in 1QFY23 was Rs1.45b.

=  TTMT has forayed into cargo E-mobility with the launch of ACE EV. It currently has MoU for
~39k units.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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CHARTS

Exhibit 2: JLR volumes impacted due to chip shortage

Exhibit 1: 1QFY23 CV & PV volumes declined 5% QoQ
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Exhibit 4: Margins contracted ~670bp QoQ at 4.4%
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



Tata Motors Ltd

INSTITUTIONAL EQUITIES

FINANCIALS

Exhibit 5: Balance Sheet

Y/E March (Rs m) 2020 2021 2022 2023E 2024E
Share Capital 7,195 7,658 7,659 7,659 7,659
Reserves 623,590 544,809 437,954 498,444 640,115
Net Worth 630,785 552,467 445,612 506,103 647,774
Loans 1,056,553 1,421,306 1,464,490 1,421,990 1,391,990
Minority Interest 8,136 15,735 42,711 44,231 45,885
Deferred Tax (35,160) (29,645) (23,124) (22,564) (22,004)
Capital Employed 1,660,313 1,959,863 1,929,689 1,949,760 2,063,645
Gross Fixed Assets 2,680,152 3,128,886 3,232,889 3,468,599 3,858,463
Less: Depreciation 1,416,851 1,749,847 1,852,406 2,106,802 2,396,846
Net Fixed Assets 1,263,301 1,379,039 1,380,483 1,361,798 1,461,617
Capital WIP 356,223 209,639 102,511 250,000 250,000
Goodwill 7,771 8,037 8,072 8,072 8,072
Investments 163,085 246,203 293,795 200,932 176,326
Curr.Assets 1,376,255 1,543,136 1,482,630 1,740,782 2,045,340
Inventory 374,569 360,886 352,403 428,676 499,391
Sundry Debtors 111,727 126,791 124,421 257,206 299,634
Cash & Bank Bal. 337,270 467,925 406,692 490,786 717,201
Loans & Advances 539,741 568,849 584,547 544,547 504,547
Others 12,949 18,686 14,566 19,566 24,566
Current Liab. & Prov. 1,506,320 1,426,191 1,337,802 1,611,824 1,877,709
Sundry Creditors 636,269 681,798 599,704 685,882 799,025
Other Liabilities 619,394 479,845 500,876 685,882 799,025
Provisions 250,657 264,548 237,222 240,059 279,659
Net Current Assets (130,066) 116,945 144,829 128,958 167,630
Appl. of Funds 1,660,313 1,959,863 1,929,689 1,949,760 2,063,645

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5



Tata Motors Ltd

INSTITUTIONAL EQUITIES

Exhibit 6: Income statement

Y/E March (Rs m) 2020 2021 2022 2023E 2024E
Total Income 2,610,680 2,497,948 2,784,536 3,129,338 3,645,553

Change (%) (13.5) (4.3) 11.5 12.4 16.5
EBITDA 239,143 357,819 340,227 437,746 564,070
% of Net Sales 9.2 14.3 12.2 14.0 15.5
Depreciation 214,254 235,467 248,357 254,396 290,045
EBIT 24,889 122,352 91,870 183,350 274,025
Product Dev. Exp. 41,885 52,266 92,095 50,971 53,795
Interest 72,433 80,972 93,119 87,486 87,097
Other Income 29,732 26,432 30,536 27,433 27,662
EO Exp/(Inc) 28,714 137,610 6,440 - -
Forex Gain/ (Loss) (17,387) 17,322 (787) - -
PBT (105,800)  (104,743) (70,035) 72,326 160,795
Tax 3,953 25,419 42,313 5,786 12,864

Effective Rate (%) (3.7) (24.3) (60.4) 8.0 8.0
Reported PAT (109,752)  (130,161)  (112,348) 66,540 147,932
Change (%) (62.1) 18.6 (13.7) (159.2) 122.3
% of Net Sales (4.2) (5.2) (4.0) 2.1 41
Minority Interest (956) (563) (1,327) (1,520) (1,654)
Share of profit of associate (10,000) (3,790) (741) (4,530) (4,6006)
Net Profit (120,709)  (134,514) (114,415) 60,490 141,671
Adj. PAT (90,921) 36,491  (104,084) 60,490 141,671

Change (%) 515.0 (140.1) (385.2) (158.1) 134.2

Source: Company, YES Sec

Exhibit 7: Cash Flow Statement

Y/E March (Rs m) 2020 2021 2022 2023E 2024E
OP/(Loss) before Tax (119,752)  (133,961) (113,088) 60,490 141,671
Int/Div. Received 11,913 5,109 6,594 27,433 27,662
Depreciation 214,254 235,467 248,357 254,396 290,045
Direct Taxes Paid (17,849) (21,046) (19,096) (5,226) (12,304)
(Inc)/Dec in WC 50,663 (926)  (104,737) 99,964 187,743
Other Items 110,039 54,278 131,238 1,520 1,654
CF from Op Activity 249,267 138,922 149,269 438,578 636,471
Extra-ordinary Items 17,062 151,083 (6,440) - -
CF after EO Items 266,329 290,005 142,828 438,578 636,471
(Inc)/Dec in FA+CWIP (295,306)  (198,558)  (149,383)  (383,200) (389,864)
Free Cash Flow (28,976) 91,447 (6,555) 55,378 246,607
(Pur)/Sale of Invest. (46,397) (62,704) 101,632 92,863 24,606
CF from Inv Activity (341,702)  (261,263) (47,751)  (290,337)  (365,258)
Issue of Shares 38,888 26,025 37,686 - =
Inc/(Dec) in Debt 70,761 154,549 22,026 (42,500) (30,000)
Interest Paid (75,184) (81,229) (92,514) (87,486) (87,097)
Dividends Paid (568) (303) (999) - -
CF from Fin Activity 33,896 99,042 (33,802) (129,986) (117,097)
Inc/(Dec) in Cash (41,477) 127,785 61,275 18,255 154,117

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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Tata Motors Ltd

Exhibit 8: Growth and Ratio matrix

Y/E March 2020
Basic (INR)

EPS (25.3)
EPS Fully Diluted (25.3)
EPS Growth (%) 480.5
Cash EPS 34.3
Book Value (Rs/Share) 175.3
DPS -

Payout (Incl. Div. Tax) % -

Valuation (x)

Consolidated P/E (17.5)
EV/EBITDA 9.0
EV/Sales 0.8
Price to Book Value 25

Dividend Yield (%) -
Profitability Ratios (%)

RoE (14.8)
RoCE 3.6
RolC 3.5
Turnover Ratios

Debtors (Days) 15.6
Inventory (Days) 52.4
Creditors (Days) 89.0
Asset Turnover (x) 1.6

Leverage Ratio
Debt/Equity (x) 1.7

2021

9.5

9.5
(137.7)
71.0
144.3

46.5
6.7
1.0
3.1

6.2
10.2
16.5

18.5
52.7
99.6

1.3

2.6

2022

(27.2)
(27.2)
(385.2)
37.7
116.4

(16.3)
7.2
0.9
3.8

(20.9)
10.1
13.6

16.3
46.2
78.6

1.4

3.3

2023E

15.8
15.8
(158.1)
82.2
132.2

28.0
55
0.8
3.4

12.7
10.0
15.8

30.0
50.0
80.0

1.6

2.8

2024E

37.0
37.0
134.2
112.7
169.2

12.0
3.9
0.6
2.6

24.6
13.8
26.1

30.0
50.0
80.0

1.8

21

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.

Source- Company, Yes Sec
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this 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 YSL and associates 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.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

Tata Motors Ltd

DISCLOSURE OF INTEREST

Name of the Research Analyst : Deep Shah, Amber Shukla

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.
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No. Yes/No

Particulars
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YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

® +91 22 68850521 | D4 research@ysil.in
Website: www.yesinvest.in

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single

Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL:
IN-DP-653-2021 | MERCHANT BANKER: INM000012227 | RESEARCH
ANALYST: INHO00002376 | INVESTMENT ADVISER: INAOOOO07331 |
Sponsor and Investment Manager to YSL Alternates Alpha Plus Fund (CAT

Il AIF) SEBI Registration No.: IN/AIF3/20-21/0818 |
AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Dhanraj Uchil,
Email id: compliance@ysil.in, Contact No: +91-22- 6507 8122
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 9
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