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Aiming at industry leading growth in sustainable way

Connecting Aspirations
About the stock: Tata Motors (TML) is an auto OEM from the house of Tata’s, o
operating in domestic (PV, CV) and global markets (Jaguar Land Rover i.e., JLR) Particulars "5
o . . . Particular X crore o
e FY24 consolidated sales mix— JLR ~69%, India CV & PV combined ~30%. Market Capitalization 3,49,567 X
e TML India: CV market share: 38%; PV market share ~14% as of FY24 Total Debt (FY24P) 98,500 -
Cash and Invts (FY24P) 60,060 E‘
India Business Analyst Meet: We attended Tata Motors analyst day for its EV 3,88.007 o)
Indian business around 2 weeks back. The event showcased TML's capability 52 week H/L () 1,066 /568 o
across different powertrain technologies especially zero emission products, Equity capital (X crore) 766.5 =
readiness with respect to new tech enabled vehicles & serious intent to grow the Face value (%) 8

non-vehicle business. It talked about further strengthening the already profitable
Indian business with strong ambition to grow ahead of industry in sustainable way
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Shareholding pattern

Jun-23  Sep-23 Dec-23 Mar-24

Promot 464 464 464 464
Key Takeaways romoter

Fil 177 184 186 192

¢ Indian CV business: (a) It expects domestic CV industry to grow at 4-5% o 174 174 173 160

Other 185 179 178 184

in terms of volume over FY24-29, supported by favourable macro
environment (b) it will work upon gaining market share across segments
especially Small CV space (c) it will work upon increasing share of non-
vehicle business from low-mid teens to ~20% in medium term, which is
structural with tangible growth legs (d) focus on exports (e) further
strength the double digit margin profile (10.8% in FY24) and return ratios
(~36% in FY24) (f) maintain technology leadership in terms of powertrain

25000 1,20C
20000 1,00C
15000 800
10000 600
400

5000 -I 200

capability with strong play in Electric bus as well as Electric LCV domain. O NN M om < 0
Yy g ad
¢ Indian PV business: (a) it plans to increase offerings thereby increasing 5 g 5 g 5 é 5
the addressable market size from ~53% to ~80% with leading market —— Nifty (LHS) TML (RHS)

share in sub-segments (b) play decisively in alternate fuels such as CNG
(c) further grow the market in EV domain with focus on market leadership
and development of charging infrastructure (d) improve domestic market
share from ~14% to ~16% by FY27 and ~18-20% by FY30 through product
interventions & shift towards greener fuels (e) it pegged long term growth
CAGR for domestic PV space at ~6-7% CAGR to 60 lakh units by FY30

e Capex guidance & others: It expects CV demerger to be largely complete
by July 2025 with capex spend on the CV side pegged at ~2-4% of sales
with sustainable FCF expected at ~6-8% and strong RoCE matrix. On the
PV side it expects capex to be tad higher at ~6-8% of sales largely on new
product development (capacity already enhanced to 1 million units, ~2x
current volumes run-rate). On the EV side it has pegged Capex at X 16-18k
crore over FY24-30E with EV penetration expected at ~30% in its portfolio
by FY30 and EBITDA breakeven in FY26.

Rating and Target Price

e TML has walked the talk on margin improvement & B/S deleveraging. With
focus on further build upon these efficiencies, we upgrade the stock to
BUY. We value Tata Motors at X 1,200 on SOTP basis (12.5x, 2.5x FY26E
EV/EBITDA to India, JLR; X225 value to Indian E-PV & stake in Tata Tech.)

Key Financial Summary

Recent event & key risks

Hosts Analyst Day for its Indian
Business in the past fortnight

e Key Risk: (i) lower than build in
volume growth at JLR (ii) lower
than built in cash flow (CFO)
generation & debt reduction
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Key Financials ( crore) FY20 Fr21 FY22 FY23 Fyaap DYSArCAGR oo Fy26E 2 YeOr CAGR
(FY18-24P) (FY24P-26E)

Net Sales 261,068 249795 278,454 345967  4,37,928 7.7% 4,68,538  5,06,690 7.6%

EBITDA 23914 35782 34,023 42,492 70,569 18.8% 72262 81,897 7.7%

EBITDA Margins (%) 9.2 143 12.2 123 16.1 15.4 16.2

Net Profit (11,975)  (13,451)  (11,441) 2,414 31,399 NM 23791 29,446 NM

EPS (%) (33.3) (35.1) (29.9) 6.3 85.3 64.7 80.0

P/E (28.5) (27.0) (31.8) 150.7 11.1 14.7 11.9

RoNW (%) (18.7) (23.8) (23.4) 46 337 20.8 20.9

RoCE (%) 13 6.3 4.8 9.8 225 22.0 243

Source: Company, ICICI Direct Research
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Exhibit 1: Turnaround witnessed across domestic CV and PV business
Both India businesses have scripted a strong turnaround..
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Exhibit 2: Management take on individual businesses
We have navigated the choppy waters well

WIN DECISIVELY IN CV

= HCWV and ILMCV trucks continue to win
on a strong base

= Pivot to demand pull results in double
digit EBITDA and strong FCF.

= Innowvations in products and digital
offerings strengthen competitiveness

= Non-Vehicular business delivers strong
revenue and profit growth
However, we remain hungry...

* Need to win back SCV shares
= Accelerate growth further leveraging the

government’s infra investments backed
by innovation and customer experience

* Improve profitability and sustain returns
and cash flows through the cycle

WIN SUSTAINABLY IN PV

Podium finish in PV secured

Third consecutive year of highest ever
volumes

Business delivers double digit EBITDA
margins

Deliver market beating growth by
addressing gaps in portfolio

Step up margins by 200bps+ in the
coming years

Prepare for and remain vigilant for
higher levels of competitive intensity

TATA MOTORS

WIN PROACTIVELY IN EV

= #1 EV player with 73% market share
= Completed milestone of 150k EV sales
= Product portfolio continues to expand

= EBITDA neutral before product
development expenses

+ Drive up penetration of EVs in our
portfolio to 30%+ by FY30

= Continue to focus on developing the
market for mainstreaming of EVs

Source: Company, ICICI Direct Research

Exhibit 3: TML take on Hydrogen applications in Automotive Space

Hydrogen : Applications landscape for Automotive Sector
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Source: Company, ICICI Direct Research
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Exhibit 4: Key financial matrix guidance slide from the Analyst Meet
Business aims to deliver TATA MOTORS

Market beating growth with strong free cash flows

Source: Company, ICICI Direct Research

Exhibit 5: Volume Assumptions

Units FY21 FY22 FY23 FY24 FY25E FY26E
JLR

Jaguar Sales Volume 90,440 68,405 63,001 49,561 49,239 49,239
Land Rover Sales Volume 3,22,471 2,79,245 3,09,216 3,561,742 3,81,115 4,09,670
Total JLR Sales Volume 4,12,911 3,47,650 3,72,217 4,01,303 4,30,354 4,58,909

Growth (YoY, %) -21% -16% 7% 8% 7% 7%
India

M&HCV 90,152 1,34,797 1,87,185 1,84,216 1,86,859 1,96,202
LCV 1,72,618 2,22,174 2,26,354 2,11,630 2,16,018 2,26,819
PV 2,22,591 3,72,174 5,41,087 5,73,495 5,93,637 6,23,401
Total India Sales Volume 4,85,361 7,29,145 9,54,626 9,69,340 9,96,514 10,46,421

Growth (YoY, %) 3% 50% 31% 2% 3% 5%

Source: ICICI Direct Research; JLR volumes till FY23 included CJLR numbers, FY24 onwards it is excluding CJLR

Exhibit 6: SOTP valuation

FY26E EBITDA EV/EBITDA Resultant EV

Particulars Parameters (% crore)  Multiple (x) e
Tata Motors India business (CV, PV, Ex-Electric-PV) FY26E EV/EBITDA 15,774 12.5 1,97,180
JLR FY26E EV/EBITDA 60,949 2.5 1,52,373
India EV business (PV) ~11% stake sale @X7,500 cr NA NA 60,682
Tata Technologies Stake Valuation 53.4% stake @ X 41,000 crore NA NA 21,894
Other Investments 2x P/B on FY26E 5,868 2.5 14,670
Total Enterprise Value (EV) 4,46,799
Net Debt FY26E 6,435
Resultant Equity Value (target market cap) 4,40,363

Source: ICICI Direct Research
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Financial Summary (Consolidated)

Exhibit 7: Profit and loss statement X crore Exhibit 8: Cash flow statement X crore

(Year-end March) FY23 FY24P FY25E FY26E (Year-end March) FY23 FY24P FY25E FY26E
Total operating Income 3,45,967 4,37,928 4,68,538 5,06,690 Profit after Tax 2,414.3 31,399.0 23,790.6 29,446.1
Growth (%) 24.2 26.6 7.0 8.1 Add: Depreciation 24,860 27,270 29,518 31,921
Raw Material Expenses 2,26,470 2,72,756 2,93,878 3,15,237 (Inc)/decin Current Assets -12,075  -12,658 -7,729 -7,941
Employee Expenses 33,655 42,487 44,748 48,382 Inc/(dec) in CL and Provisions 9,223 20,087 7,159 11,277
Marketing Expenses 61,786 78,875 85,764 91,575 Others 10,225 9,986 6,195 4,970
Capitalised Expenses -18,435  -26,758 -28,112  -30,401 CF from operating activities 34,647 76,085 58,934 69,673
Total Operating Expenditure  3,03,475 3,67,359 3,96,277 4,24,792 (Inc)/decin Investments 3,000 3,408 5,750 -10,250
EBITDA 42,492 70,569 72,262 81,897 (Inc)/decin Fixed Assets -22,075 -37,880 -42,567 -37,967
Growth (%) 24.9 66.1 2.4 13.3 Others 3,662 -4,771 292 487
Product development Exp 10662 10959 11164 12222 CF from investing activities  (15,412) (39,243) (36,525) (47,730)
Depreciation 24860 27270 29518 31921 Issue/(Buy back) of Equity 0 0 -31 0
Interest 10225 9986 6195 4970 Inc/(dec) in loan funds -14,017 -27,160 -20,000 -15,000
Other Income 4633 5950 6069 6232 Dividend paid &dividend tax 0 0 0 0
PBT 12,129 39,191 42,618 51,238 Inc/(dec) in Sec. premium 0 0 0 0
Minority Interest 276 408 534 588 Others (incl finance costs) -8,873 -891 -8,403 -7,914
Total Tax 704 -3852 7863 9754 CF from financing activities  (22,889) (28,051) (28,434) (22,914)
Reported PAT 2,414 31,399 23,791 29,446 Net Cash flow -3,654 8,791 -6,025 -970
Growth (%) -121.1 1,200.5 -24.2 23.8 Opening Cash 40,669 37,016 45,807 39,782
EPS (R) 6.3 85.3 64.7 80.0 Closing Cash 37,016 45,807 39,782 38,812
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
(Year-end March) FY23 FY24P FY25E FY26E (Year-end March) FY23 FY24P FY25E FY26E
Liabilities Per share data (X)
Equity Capital 766 767 735 735 EPS 6.3 85.3 64.7 80.0
Reserve and Surplus 44,556 84,151 1,05,734 1,32,237 Cash EPS 71.2 153.2 144.9 166.8
Others 7,278 8,176 8,176 8,176 BV 137.4 243.1 311.6 383.6
Total Shareholders funds 52,600 93,094 1,14,646 1,41,148 DPS 2.0 6.0 6.0 8.0
Total Debt 1,25,660 98,500 78,500 63,500 Cash Per Share 145.9 156.9 130.5 155.1
Deferred Tax Liability 1,407 1,143 1,223 1,323 Operating Ratios
Long term provisions 13,197 16,537 17,693 19,133 EBITDA Margin (%) 12.3 16.1 15.4 16.2
Minority Interest / Others 26,040 24,124 25,811 27,912 PBT / Net sales (%) 5.1 9.9 9.1 9.9
Total Liabilities 2,18,903 2,33,398 2,37,872 2,53,017 PAT Margin (%) -7.0 -1.2 3.3 5.1
Assets Inventory days 43.0 39.8 40.0 40.0
Gross Block 3,89,734 4,06,191 4,48,257 4,86,724 Debtor days 16.6 14.1 15.0 15.0
Less: Acc Depreciation 2,568,495 2,85,765 3,15,283 3,47,205 Creditor days 76.0 73.4 72.0 72.0
Net Block 1,31,239 1,20,425 1,32,974 1,39,519 Return Ratios (%)
Capital WIP 14,275 35,698 36,198 35,698 RoE 4.6 33.7 20.8 20.9
Total Fixed Assets 1,45514 1,556,124 169,172 1,75,218 RoCE 9.8 22.5 22.0 24.3
Investments 26,379 22,971 17,221 27,471 RolC 16.1 44.6 38.8 44.1
Inventory 40,755 47,788 51,347 55,528 Valuation Ratios (x)
Debtors 15,738 16,952 19,255 20,823 P/E 150.7 11.1 14.7 11.9
Loans and Advances 2,303 2,500 2,675 2,893 EV /EBITDA 9.9 5.5 5.3 4.3
Cash 37,016 45,807 39,782 38,812 EV / Net Sales 1.2 0.9 0.8 0.7
Total Current Assets 1,32,690 1,54,139 155,843 1,62,814 Market Cap / Sales 1.0 0.8 0.7 0.7
Creditors 72,056 88,043 92,424 99,950 Price to Book Value 6.9 3.9 3.0 2.5
Provisions 11,811 12,292 12,903 13,954 Solvency Ratios
Total Current Liabilities 1,17,178 1,37,265 1,44,425 155,701 Debt/EBITDA 3.0 1.4 1.1 0.8
Net Current Assets 15,5612 16,873 11,418 7,112 Debt / Equity 2.4 1.1 0.7 0.4
Deferred Tax Asset 5,185 13,099 14,015 15,156 Current Ratio 0.6 0.6 0.7 0.7
Application of Funds 2,18,903 2,33,398 2,37,872 2,53,017 Quick Ratio 0.3 0.3 0.3 0.3

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%
ﬂlClCl direct.com| No
lnvcununlllaln.:nn singertips | BROKER
| ICICI Securities Ltd. |@l 755 asmins
3 Analyst Award 2012 .
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com

ICICI Securities | Retail Research 5



j" Company Update | Tata Moto ICICI Direct Research

ANALYST CERTIFICATION

1/We, Shashank Kanodia, CFA, MBA (Capital Markets), Manisha Kesari (PGDM-Finance) 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
— INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi,
Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. 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.

Investments 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.

Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

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

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.

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 use 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 all jurisdictions or to certain category of investors. Persons in whose possession this document may
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