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A muted quarter offset partially by traction in BMW JV

Tata Technologies (TATATECH) has reported a sharp QoQ revenue decline of 4.7% USD in Q4FY25, similar to revenue
contraction reported by Cyient-DET (-3% QoQ) and Tata Elxsi (-5.5%), due to: 1) Sharp drop in technology solutions segment
-15.6%, 2) slump in auto segment -2.7%. A few positives include: 1) EBIT margin expansion of 20bps QoQ, 2) BMW JV led
PAT margin expansion of 190bps QoQ, 3) positive traction in aerospace segment: - up 8% QoQ. For FY25, it reported a decline
of 1.2% USD, with underperformance prevailing since the VinFast ramp-down. Though aerospace, battery engineering and
BMW JV segments are panning out well, we expect a slow recovery from challenges in automotive segment and project-
based nature of TATATECH's technology solutions segment. Maintain SELL at Mar'26E TP of INR 510 based on 1-year

forward PE of 25x.

Technology solutions segment drags revenue

TATATECH reported revenue decline of 4.7% QoQ USD vs |-Sec estimate of 3.1%
QoQ decline. This is in line with performance of Cyient. While services segment
saw an expected decline of 1.5% QoQ, the decline in technology solutions
segment was much steeper (of 15.6% QoQ). Within services segment, auto
subsegment declined by 2.7% while non-auto offset it partially with 4.7% QoQ
uptick. The non-auto (includes aerospace) segment has seen four straight
quarters of robust growth. This is in line with the rest of ER&D results
announced (thus far).

PAT margin expansion owing to gains from BMW JV

EBIT margin stood at 15.7%, up 20bps QoQ, vs I-Sec estimate of 15.1% in Q4.
EBITDA margin was 18.2%. Gross margin was up 160bps QoQ. The margin
uptick was aided by offshoring uptick of 80bps QoQ. Depreciation was up
10bps QoQ. TATATECH is the sole ER&D player to have achieved a QoQ EBIT
margin expansion in Q4FY25. PAT margin was up 190bps QoQ at 14.7% (at
7-quarter high) on account of INR 36mn from share of profit from BMW JV, up
from INR 5mn in Q3FY25 and INR 83mn gain from change in call and put
option for BMW V.

BMW JV panning out well

The JV is scaling fast to a four-digit headcount (started with ~100
professionals in Nov'24). The momentum is likely to continue. This JV is a
strategic commitment on behalf of BMW with this investment targeted
towards long-term goals.

Financial Summary

Y/E March (INR mn) FY25A FY26E FY27E FY28E
Net Revenue 51,686 53,377 59,634 67,039
EBITDA 9,342 9,700 10,984 12,348
EBITDA Margin (%) 18.1 18.2 18.4 18.4
Net Profit 6,730 7,058 8,057 9,058
EPS (INR) 16.6 17.4 199 22.3
EPS % Chg YoY (0.9) 4.9 14.2 12.4
P/E (x) 41.8 39.8 34.9 31.0
EV/EBITDA (x) 294 28.2 24.7 219
RoCE (%) 175 16.9 18.0 19.0
RoE (%) 19.8 19.1 20.6 21.7
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Market Data

Market Cap (INR) 281bn
Market Cap (USD) 3,293mn
Bloomberg Code TATATECH IN
Reuters Code TATE.BO
52-week Range (INR) 1,136 /595
Free Float (%) 38.0
ADTV-3M (mn) (USD) 12.8
Price Performance (%) 3m 6m 12m

Absolute
Relative to Sensex

(11.5) (31.5) (35.1)
(15.4) (31.2) (41.6)

ESG Score 2023 2024  Change
ESG score NA 68.5 NA
Environment NA 44.1 NA
Social NA 70.8 NA
Governance NA 81.1 NA

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, |-sec research

Earnings Revisions (%) FY26E FY27E
Revenue (3.5) (4.8)
EBITDA (11.5) (12.3)
EPS (10.9) (10.2)

Previous Reports

21-01-2025: Q3FY25 results review
29-10-2024: Q2FY25 results review

Please refer to important disclosures at the end of this report


https://sbsmail.icicisecurities.com/CRMPortal/ResearchDownload.aspx?Pid=vPHcsFLODOo%3d&Cid=ubrMarXuxi0%3d&fName=ay05qEIGGOjrtVWTNvVLOYDirAXitqnb6jUt%2fMvql3BBgWuREfi2rg%3d%3d&typ=APSSeVhmQ%2b8%3d
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Other highlights

Demand overview

FY25 saw a high degree of uncertainty due to US elections, uncertainty in regulatory
environment in Europe. Management is more confident of demand environment going
into FY26. Higher momentum is likely from H2FY26.

Automotive segment remains dynamic, with US OEMs continuing to invest in
hybrid vehicles. In Europe, uncertainty from tariff and competition from Chinese
OEMs are further dampening the demand. However, European OEMs are pivoting
towards building a more resilient supply chain.

Aerospace demand is in contrast with muted demand in automotive. The sub-
vertical grew 8% QoQ in Q4, doubled its revenue in FY25 vs. FY24, has healthy
orderbook and has strong deal win momentum; 3 large deals in Q4 with 1 deal >
USD 50mn. Conversion rates are likely to improve going forward. Airbus and Air
India are upgrading battery design with Agratas (Tata Group’s global battery
business). TATATECH has also secured new business with two major US-based
aircraft propulsion system manufacturers, which is panning out well.

Demand in technology solutions segment is likely to gain traction with one
contract from Uttar Pradesh government for training across 62 ITls. In Q3FY25,
education segment saw fillip in project with government of Tripura, to be
implemented across 19 [Tls.

Most German OEMs are looking for GCC component/ offshoring to service their
offerings which opens up opportunities for TATATECH. German market has been
slow in taking the advantage of Indian expertise and that is seeing a shift.

17 large deals were signed in FY25, which included one marquee deal exceeding
USD 500mn, two USD 50mn plus deals, and one USD 20mn plus deal.

The company has assigned a dedicated accounting team for its top-20 accounts,
with a new leadership to manage partnership with JLR and Tata Motors.

TATATECH continues to invest in software-defined vehicles, Al/ gAl, cyber security
and these capabilities are being increasingly recognised by manufacturing
customers. TATATECH'’s expertise lies in ICE to EV conversion, aircraft propulsion
systems, industrial heavy machinery, battery electric vehicles, vehicle design.

DSO has normalised to 81 from 90 in Q3FY25.
Attrition was up by 30bps QoQ to 13.2%.

Board has announced a final dividend of INR 3.35/sh.

Key risks: 1) A sharp ramp up in profit from BMW ]V, 2) traction from aerospace,
industrial and heavy machinery segments.
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Exhibit 1: Q4FY25 performance

INR mn Q4FY25 Q3FY25 QoQ Q4FY24 YoY
CC growth -3.3% 0.7% 0.3%

Sales (USD mn) 148 156 -4.8% 157 -5.3%
Average (USD rate) 86.7 84.6 2.5% 83.1 4.3%
Sales 12,857 13,174 -2.4% 13,011 -1.2%
EBITDA 2,335 2,340 -0.2% 2,400 -2.7%
EBITDA margin 18.2% 17.8% 39 bps 18.4% -29 bps
EBIT 2,023 2,036 -0.6% 2,111 -4.1%
EBIT Margin 15.7% 15.5% 28 bps 16.2% -49 bps
Other income expenses 571 276 106.7% 241 136.5%
PBT 2,545.8 2,257.1 12.8% 2,308.4 10.3%
Tax 692.2 575.5 20.3% 735.5 -5.9%
Tax Rate 27.2% 25.5% 169 bps 31.9% -467 bps
Reported PAT 1,889.2 1,686.6 12.0% 1,572.9 20.1%
EPS (INR/share) 4.7 4.2 11.8% 3.9 20.2%

Source: Company data, I-Sec research

Exhibit 2: Change in estimates

FY26E FY27E FY26E FY27E FY26E FY27E

Revenues (USD mn) 624 685 639 712 -2.3% -3.7%
Revenue growth YoY USD 2.2% 9.8% 4.2% 11.4% -190bps -160bps
Revenue growth YoY CC 3.7% 9.8% 4.2% 11.4% -50bps -160bps
USD/INR 86 87 87 88 -1.3% -1.1%
INR mn

Revenues 53,377 59,634 55,324 62,620 -3.5% -4.8%
EBITDA 9,700 10,984 10,957 12,528 -11.5% -12.3%
EBITDA margin 18.2% 18.4% 19.8% 20.0% -160bps -160bps
EPS (INR/share) 17.4 19.9 20.0 226 -10.9% -10.2%

Source: Company data, I-Sec research

Exhibit 3: Technology solutions slump caused growth derailment
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Source: Company data, I-Sec research
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Exhibit 4: EBIT margin up 20bps QoQ Exhibit 5: Gross margin up 180bps QoQ
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Exhibit 6: Services forms 79.7% of Q4FY25 revenue Exhibit 7: Offshoring up 130bps QoQ
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Exhibit 8: TATATECH is trading close to PE of its lifetime average — 2SD
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Exhibit 9: Shareholding pattern

% Sep‘24 Dec24 Mar25
Promoters 55.2 55.2 55.2
Institutional investors 7.2 6.0 5.6

MFs and others 2.4 19 1.2

Fls/Banks 0.4 0.3 0.2

Insurance 0.8 0.7 1.0

Flls 3.6 3.1 3.2
Others 37.6 38.8 39.2

Exhibit 10: Price chart
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Financial Summary

Exhibit 11: Profit & Loss

(INR mn, year ending March)

Exhibit 14: Cashflow statement

(INR mn, year ending March)

FY25A FY26E FY27E FY28E
Net Sales (USD mn) 611 624 685 762
Net Sales (INR mn) 51,686 53,377 59,634 67,039
Operating Expense 42,344 43,677 48,650 54,691
EBITDA 9,342 9,700 10,984 12,348
EBITDA Margin (%) 18.1 18.2 18.4 18.4
Depreciation & Amortization 1,212 1,174 1,312 1,475
EBIT 8,129 8,526 9,672 10,873
Interest expenditure 196 200 220 240
Other Non-operating 1241 1342 1585 1776
Income
Recurring PBT 9,174 9,668 11,037 12,409
Profit / (Loss) from
Associates . ) . )
Less: Taxes 2,445 2,610 2,980 3,350
PAT 6,730 7,058 8,057 9,058
Less: Minority Interest - - - -
Net Income (Reported) 6,730 7,058 8,057 9,058
Extraordinaries (Net) - - - -
Recurring Net Income 6,730 7,058 8,057 9,058
Source Company data, I-Sec research
Exhibit 12: Balance sheet
(INR mn, year ending March)
FY25A FY26E FY27E FY28E
Total Current Assets 40,611 43,176 48,258 54,211
of which cash & cash eqv. 6,675 8,126 9,375 10,793
Total Current Licbilities & 28482 29620 33050 37,105
Provisions
Net Current Assets 12,129 13,555 15,208 17,106
Investments 6,117 6,423 6,744 7,081
Net Fixed Assets 1,001 1,427 1915 2,440
ROU Assets 1,607 1,607 1,607 1,607
Capital Work-in-Progress - - - -
Goodwill 8,181 8,181 8,181 8,181
Other assets 8,612 8,612 8,612 8,612
Deferred Tax Assets - - - -
Total Assets 38,160 40,318 42,780 45,541
Liabilities
Borrowings - - - -
Deferred Tax Liability - - - -
provisions - - - -
other Liabilities 2,366 2,366 2,366 2,366
Minority Interest - - - -
Equity Share Capital 811 811 811 811
Reserves & Surplus* 34,983 37,141 39,603 42,363
Total Net Worth 35,794 37,953 40,414 43,175
Total Liabilities 38,160 40,318 42,780 45,541
Source Company data, I-Sec research
Exhibit 13: Quarterly trend
(INR mn, year ending March)
Q1FY25 Q2FY25 Q3FY25 Q4FY25
Net Sales 12,690 12,965 13,174 12,857
% growth (YOY) 0.9% 2.1% 2.2% -1.2%
EBITDA 2,311 2,355 2,340 2,335
Margin % 18.2% 18.2% 17.8% 18.2%
Other Income 230 164.3 276.2 570.8
Adjusted Net Profit 1,621 1574 1,687 1,889

Source Company data, I-Sec research

FY25A FY26E FY27E FY28E

CFO before WC changes 10,427 11,003 12,524 14,058
CFO after WC changes 6,993 8,417 9,141 10,227
Capital Commitments (315) (1,600) (1,800) (2,000)
Free Cashflow 6,678 6,817 7,341 8,227
Other investing cashflow (4,614) (306) (321) (337)
Cashflow from Investing
Activities (885) (1,906) (2,121) (2,337)
Issue of Share Capital 0 - - -
Interest Cost - - - -
Inc (Dec) in Borrowings 5 - - -
Cash flow from
Financing Activities (4.853) (5.060) (5.771) (6:472)
Dividend paid (4,165) (5,060) (5,771) (6,472)
Others - - - -
Chg. in Cash & Bank 1,254 1,451 1,249 1,417
balance
Closing cash & balance 6,686 8,126 9,375 10,793

Source Company data, I-Sec research

Exhibit 15: Key ratios

(Year ending March)

FY25A FY26E FY27E FY28E

Per Share Data (INR)
Reported EPS 16.6 17.4 19.9 22.3
Diluted EPS 16.6 17.4 19.9 223
Cash EPS 19.6 20.3 23.1 26.0
Dividend per share (DPS) 11.7 125 14.2 16.0
Book Value per share (BV) 88.2 93.6 99.6 106.4
Dividend Payout (%) 70.5 71.7 716 715
Growth (%)
Net Sales 1.0 33 11.7 12.4
EBITDA (0.8) 38 13.2 124
EPS (0.9) 49 142 12.4
Valuation Ratios (x)
P/E 41.8 39.8 349 31.0
P/CEPS 354 342 30.0 26.7
P/BV 7.9 7.4 7.0 6.5
EV /EBITDA 29.4 28.2 24.7 219
P/S 5.4 53 4.7 4.2
Dividend Yield (%) 1.7 1.8 2.1 2.3
Operating Ratios
EBITDA Margins (%) 18.1 18.2 184 18.4
EBIT Margins (%) 15.7 16.0 16.2 16.2
Effective Tax Rate (%) 26.6 27.0 27.0 27.0
Net Profit Margins (%) 13.0 13.2 135 135
Inventory Turnover Days - - - -
Fixed Asset Turnover (x) 45.1 44.0 35.7 30.8
Receivables Days 76 70 68 68
Payables Days 34 34 33 33
Working Capital Days 62 37 34 33
Net Debt / EBITDA (x) (5.5) (6.9) (7.1) (7.3)
Profitability Ratios
RoCE (%) 17.5 16.9 18.0 19.0
RolC (%) 39.4 400 429 455
RoNW (%) 19.8 19.1 20.6 21.7

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Ruchi Mukhija, CA; Seema Nayak, MBA; Aditi Patil, MBA; 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. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc.
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. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. 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 — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust's SEBI Registration number is IN/AIF3/23-24/1292 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. ICIC| 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 Institutional 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 Retail 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
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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
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report.
Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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