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November 20, 2022 

CMP: | 2,030     Target: | 2,365  (17%)  Target Period: 12 months  

Escorts Kubota (ESCORT) 

 BUY 

  

Transforming for enduring growth, reveals mid-term 

growth plan largely leveraging Kubota’s strengths… 

About the stock: The company is a prominent tractor maker domestically (10.3% 

FY22 market share). It also serves domestic construction equipment, railways space. 

 FY22 sales mix – tractors 77%, construction equipment 14%, railways 9% 

 Kubota (Japanese company), a co-promoter with effective stake at 53.5% 

Key Highlights:  

 We recently attended Escorts Kubota’s (EKL) analyst meet in Faridabad 

wherein the company revealed its mid-term business plan (MTBP) 

 MTBP key highlights, FY28 targets: (i) aspiration to grow revenues to >2.5x 

of FY22 levels (i.e. ~| 22,500+ crore in FY28E, implied CAGR of 16.5%+); 

(ii) increase share of exports from ~6.4% in FY22 to ~15-20% in FY28E; (iii) 

target EBITDA margins to mid-teens; (iv) RoCE at 25-30% and RoE>18% 

 Within segments, agri segment is expected to grow by 2.5x; construction 

equipment is expected to grow by 2x; whereas railway division is expected 

to grow by 3x by FY28E riding on new products under development 

 It also shared firm capital allocation strategy wherein EKL will invest up-to 

5% of net profit for R&D, innovation for new technologies; cash return to 

shareholders in the form of dividend + buyback at up-to 40% of net profit 

 On the cash application part, it envisages ~| 3,500-4,000 crore as growth 

capex for MTBP for augmenting capacities including greenfield expansion, 

debt repayment at to be merged entity (~| 400-500 crore), inorganic 

opportunities (start-up investments) and return of cash to shareholders 

 We came impressed with cultural shift, which EKL is seeing imbibing the 

best practices at Kubota and leverage opportunities that it sees to cross sell 

as well as development of EKL as one of the sourcing hubs for Kubota 

What should investors do? The company’s stock price has grown ~24% CAGR in 

last five years from ~| 700 in November 2017, vastly outperforming Nifty Auto Index. 

 We retain BUY rating amid wider opportunity at play with Kubota coming 

on board as co-promoter and strong financials amid healthy RoCE targets 

Target Price and Valuation: Revising our estimates, we now value Escorts Kubota 

at SOTP-based TP of | 2,365 (25x P/E on core FY24E EPS; earlier TP of | 2,330). 

Key triggers for future price performance: 

 Incorporating the positives, we expect sales to grow at a CAGR of 14.4% 

over FY22-24E, with consequent operating margins seen at 12.0% by FY24 

Alternate Stock Idea: Apart from Escorts Kubota, we like M&M in the auto space. 

 UV differentiation & EV proactiveness. BUY with target price of | 1,590 

 

Key Financials FY19 FY20 FY21 FY22
 5 year CAGR 

(FY17-22) 

FY23E FY24E
 2 year CAGR 

(FY22-24E) 

Net Sales 6,196.4        5,761.0        6,929.3        7,152.6        11.8% 8,221.2        9,360.1        14.4%

EBITDA 733.3           675.8           1,129.2        951.4           24.1% 807.5           1,123.2        8.7%

EBITDA Margins (%) 11.8            11.7            16.3            13.3            9.8              12.0            

Net Profit 484.9           485.6           874.1           765.7           36.7% 630.8           972.4           12.7%

EPS (₹) 36.8            36.8            66.3            58.0            47.8            73.7            

P/E 55.2            55.1            30.6            35.0            42.4            27.5            

RoNW (%) 15.6            14.2            16.2            9.7              8.4              10.5            

RoCE (%) 19.3            16.2            18.7            10.4            7.8              10.4            
 

 

Particulars 
 

Particular ₹ crore

Market Capitalization 26,256

Total Debt (FY22) 0

Cash & Investments (FY22) 4,843

EV 21,413

52 week H/L (₹) 2,190 / 1,307

Equity capital (₹crore) 131.9

Face value ₹ 10
   

Shareholding pattern 

Dec-21 Mar-22 Jun-22 Sep-22

Promoter 30.3     28.1    72.9    72.9    

FII 20.1     3.6      4.2      4.7      

DII 8.6       0.4      6.2      7.7      

Other 41.1     67.9    16.7    14.7    
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Recent event & key risks 
  

 Concluded MTBP event 

 Key Risk: (i) Lower than 

anticipated sales growth and 

consequent margin recovery (ii) 

Any delay in executing MTBP 

Research Analyst 

Shashank Kanodia, CFA 

shashank.kanodia@icicisecurities.com 

   

 Raghvendra Goyal 

 raghvendra.goyal@icicisecurities.com 

  

 

Key Financial Summary 

 

 

 

Source: Company, ICICI Direct Research 
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Other key highlights from Analyst Meet and presentation 

Exhibit 1: Key synergies on table for EKL 

 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Increase in manufacturing prints  

 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Tractor brands positioning and product profile outlook 

 

Source: Company, ICICI Direct Research 

 

Other highlights  

EKL is likely to benefit from frugal manufacturing 

operations at Escorts coupled with its distribution pan 

India and technology leadership at Kubota in the farm 

machinery as well as industrial side coupled with its 

presence globally 

Key fundamental drivers for farm mechanisation 

remains desire for increasing farm efficiency (output) 

amid growing population and consequent food grain 

demand as well as shortage of skilled labour in future 

In the tractor segment by FY28E, EKL aspires to be a 

challenger brand domestically i.e. second largest 

player with eventual market share aspiration of ~18-

20% vs. Escorts + Kubota current share of ~14-15%. 

It is largely aimed at better product offerings as well as 

cross selling across each other’s distribution 

strongholds. It is also aimed through dealership 

expansion as well as captive credit offering unit 

EKL also aims to strengthen its exports play and be 

the largest exporter of tractors from India by FY28E 

with large part of it to be driven by development of 

India as a global sourcing hub for Kubota 

In the manufacturing operations domain, EKL intends 

to bring in KPS i.e. Kubota’s production system and 

realise efficiencies 

It intends to add one greenfield manufacturing plant 

and augment its tractor and engine manufacturing 

capacity from ~1.7 lakh units to ~3 lakh units by FY28 

EKL also intends to attain leadership position in the 

combine harvesters and rice transplanters utilising the 

product profile at Kubota 

It intends to retain three brands in the tractor space- 

Powertrac (value for money mass offering); Farmtrac 

(entry level premium offering, utility based) and Kubota 

(premium only offerings) 

It intends to expand its dealership footprint by 50% 

pan-India by FY28E vs. ~1,100 dealers for Farmtrac & 

Powertrac brand of tractors & ~300 dealers for Kubota 

 EKL intends to grow its spare parts business to 2.4x 

of current levels by FY28E 

EKL is witnessing good traction of its electric tractor 

in overseas markets with domestic launch expected 

soon. Also it intends to roll out CNG & hybrids as well 

In the railways segment, EKL primarily operates in 

the braking segment and is witnessing good demand 

traction in this space. Present order book at ~| 800-

900x is ~2x the previous run-rate (~| 400-450 crore) 

EKL expects 2% margin dilution in the near term as it 

amalgamates its two JV entities as part of 

simplification of its corporate structure & business 

Kubota sees sourcing from India as ~20% more cost 

competitive vs. its present sourcing, a strong thrust 

area to develop India as a global sourcing hub 
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Exhibit 4: Agri machinery dealership expansion plans 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Strengthening product offering for export markets  

 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Construction equipment segment – way forward 

 

Source: Company, ICICI Direct Research 
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Exhibit 7: Railway segment – way forward  

 

Source: Company, ICICI Direct Research 

Exhibit 8: Mid term business plan aspirations (financials) 

 

Source: Company, ICICI Direct Research 

Exhibit 9: Capital allocation strategy 

 

Source: Company, ICICI Direct Research 

Exhibit 10: SoTP (target price calculation) 

Particulars Amount (₹ crore)

FY24E Standalone PAT (pre-merger, erstwhile Escorts Ltd) 972.4

FY24E PAT of Escorts Kubota India Pvt. Ltd (separate tractor Manufacturing Unit) -5.1

FY24E PAT of Kubota Agriculture India Private Limited (sales & marketing arm of Kubota) 90.8

Total PAT (includes PAT of erstwhile Escorts + JV's PAT now 100%  owned) 1,058                

No of Shares post merger and cancellation of treasury shares (crore) 11.2

EPS (₹/share) 94.6

PE Multiple (x) 25

Target Price (₹/share) 2,365                

Current Market Price (₹/share) 2,030                

Potential Upside (% ) 17%
 

Source: Company, ICICI Direct Research 
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Financial Summary 

Exhibit 11: Profit and loss statement                                   | crore 

(Year-end March) FY21 FY22 FY23E FY24E

Total operating Income 6,929.3 7,152.6 8,221.2 9,360.1

Growth (%) 20.3 3.2 14.9 13.9

Raw Material Expenses 4,153.6 4,424.1 5,371.0 5,990.5

Employee Expenses 534.6 528.2 588.4 655.2

Other expenses 671.8 740.3 925.9 982.8

Total Operating Expenditure 5,800.1 6,201.3 7,413.7 8,236.9

EBITDA 1129.2 951.4 807.5 1123.2

Growth (%) 67.1 -15.7 -15.1 39.1

Depreciation 115.7 129.8 148.3 159.8

Interest 11.0 12.7 11.4 10.3

Other Income 154.6 213.0 270.8 346.9

PBT 1,157.1 1,021.9 918.6 1,300.0

Total Tax 283.1 256.3 215.0 327.6

Tax rate 24.5 25.1 23.4 25.2

PAT 874.1 765.7 630.8 972.4

Growth (%) 80.0 -12.4 -17.6 54.1

EPS (₹) 66.2 58.0 47.8 73.7
 

Source: Company, ICICI Direct Research 

Exhibit 12: Cash flow statement                                       | crore 

(Year-end March) FY21 FY22 FY23E FY24E

Profit after Tax 874.1 765.7 630.8 972.4

Add: Depreciation 115.7 129.8 148.3 159.8

(Inc)/dec in Current Assets 269.3 -320.0 -278.0 -354.8

Inc/(dec) in CL and Provisions -55.7 -319.0 516.1 334.4

CF from operating activities 1203.4 256.5 1017.2 1111.7

(Inc)/dec in Investments -1,013.3 -2,933.0 -500.0 -350.0

(Inc)/dec in Fixed Assets -103.5 -189.6 -263.6 -520.0

Others -119.2 87.1 -94.6 -81.3

CF from investing activities -1235.9 -3035.5 -858.1 -951.3

Issue/(Buy back) of Equity 12.2 -2.9 0.0 0.0

Inc/(dec) in loan funds -6.6 0.0 0.0 0.0

Dividend paid & dividend tax -91.9 -85.8 -85.8 -145.1

Inc/(dec) in Sec. premium 1,029.8 1,863.4 0.0 0.0

Others 87.4 -53.9 0.0 0.0

CF from financing activities 1030.9 1720.8 -85.8 -145.1

Net Cash flow 998.4 -1,058.2 73.3 15.3

Opening Cash 318.3 1,316.6 258.4 331.7

Closing Cash 1316.6 258.4 331.7 347.1
 

Source: Company, ICICI Direct Research 

 

 

Exhibit 13: Balance Sheet                                                      | crore 

(Year-end March) FY21 FY22 FY23E FY24E

Liabilities

Equity Capital 134.8 131.9 131.9 131.9

Reserve and Surplus 5,256.8 7,746.2 8,291.3 9,118.5

Total Shareholders funds 5391.7 7878.2 8423.2 9250.5

Total Debt 0.0 0.0 0.0 0.0

Other non-current Liabilities 106.7 114.5 112.9 111.3

Long-term Provisions 49.0 42.0 35.1 28.2

Total Liabil ities 5547.3 8034.7 8571.2 9390.0

Assets

Gross Block 2,794.5 2,942.3 3,192.3 3,442.3

Less: Acc Depreciation 1,109.6 1,215.4 1,340.5 1,473.2

Net Block 1,684.9 1,726.9 1,851.8 1,969.1

Capital WIP 41.2 56.3 81.3 331.3

Total Fixed Assets 1726.0 1783.2 1933.1 2300.5

Net Intangible Asset 51.5 54.1 19.5 12.4

Investments 2,322.8 5,150.0 5,700.0 6,100.0

Inventory 674.5 803.6 1,013.6 1,154.0

Debtors 698.4 827.6 901.0 1,025.8

Loans and Advances 32.8 25.5 41.5 34.8

Other Current Assets 189.4 281.1 259.7 356.0

Cash 1316.6 258.4 331.7 347.1

Total Current Assets 2,911.7 2,196.1 2,547.5 2,917.6

Creditors 1,187.1 877.7 1,238.8 1,538.6

Provisions & Other Curr.Liab 468.9 459.4 614.3 648.9

Total Current Liabilities 1,656.0 1,337.0 1,853.1 2,187.5

Net Current Assets 1255.7 859.1 694.3 730.1

Net Deferred Tax Asset -23.0 -37.9 -37.9 -37.9

Other non-current assets 154.5 170.5 203.0 222.2

Application of Funds 5547.3 8034.7 8571.2 9390.0
 

Source: Company, ICICI Direct Research 

 

Exhibit 14: Key ratios 

(Year-end March) FY21 FY22 FY23E FY24E

Per share data (₹)

EPS 66.2 58.0 47.8 73.7

Cash EPS 80.7 67.9 59.1 85.8

BV 439.8 597.1 638.4 701.1

DPS 7.5 7.0 7.0 11.0

Cash Per Share 242.1 367.1 410.5 438.2

Operating Ratios

EBITDA Margin (%) 16.3 13.3 9.8 12.0

PAT Margin  (%) 12.6 10.7 7.7 10.4

Inventory days 35.5 41.0 45.0 45.0

Debtor days 36.8 42.2 40.0 40.0

Creditor days 62.5 44.8 55.0 60.0

Return Ratios (% )

RoE 16.2 9.7 8.4 10.5

RoCE 18.7 10.4 7.8 10.4

RoIC 42.1 27.2 22.2 30.3

Valuation Ratios (x)

P/E 28.5 35.0 42.5 27.5

EV / EBITDA 21.1 23.1 26.5 18.7

EV / Net Sales 3.4 3.1 2.6 2.2

Market Cap / Sales 3.9 3.7 3.3 2.9

Price to Book Value 4.6 3.4 3.2 2.9

Solvency Ratios

Debt/ EBITDA 0.0 0.0 0.0 0.0

Debt / Equity 0.0 0.0 0.0 0.0

Current Ratio 1.2 2.0 1.6 1.5

Quick Ratio 0.7 1.2 0.9 0.8
 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavours 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% 

 

 

 

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 businesses may make investment 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, 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.  
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Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  
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