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CVs emerging from deepest, most difficult downcycle 
TTMT gearing up for challenge of maintaining market share & margins 

 Initial signs of recovery from deepest and most difficult downcycle, with M&HCV 
growth expected from 4QFY15 and LCVs growth from 1HFY15. 

 Fleet operator utilization has improved from ~60% six months back to ~75% now, 
and are now starting to replace their old vehicles (which were earlier deferred by 
2-3 years), although not yet expanding their fleet. 

 Improvement in resale value and re-salability will boost replacement demand. 
Resale value of LCVs still under pressure. 

 LCVs have been impacted by financing issues (moving away from very lenient 
regime to more diligent) and competitive pricing from pickup segment. While 
availability of finance will gradually improve, TTMT plans to launch 3 products to 
address competition from pick-up segment. 

 Discounts have started moderating, however it doesn’t expect discounts to 
normalize to level witnessed 2 years back (gone up ~3x in last 2 years) due to 
higher competitive intensity (industry utilization at ~30%). 

 It is focused on protecting its market share in M&HCV at ~60%, and at 55-60% in 
overall CVs. 

 TTMT had created infrastructure (both production and marketing) for catering to 
CV volumes of 750-800k (v/s ~383k in FY15E), implying significant operating 
leverage at play when recovery happens. 

 TTMT trades at 6.1x/5.1x FY16E/17E consolidated EPS. DVR trades at 4.2x/3.5x 
FY16E/17E consolidated EPS. Maintain Buy with TP of INR620 (FY16 SOTP-based) 
for ordinary shares and INR433 for DVR (~30% discount to TP for ordinary shares). 

 
We meet up with Mr. Ravindra Pisharody, Executive Director (Commercial 
Vehicles) at Tata Motors and his core team, to get insights on the current 
downcycle, trends at ground level and strategy of TTMT to maintain its 
leadership. Key takeaways are: 
M&HCV: Initial signs of recovery visible 
 The  management is seeing signs of recovery from deepest and most difficult 

downcycle, at ground level as indicated by a) growth in M&HCV cargo 
segment in last few months after 27 months of decline, b) starting of 
replacement cycle, c) freight rates increasing, d) discounts reducing, e) resale 
value improving, and f) Financiers gearing up for 2HFY15 recovery. Expects 
strong growth from 4QFY15. 

 Other pointers to watchout for include i) improvement in IIP, ii) further 
clarity on mining, and iii) uptick in infrastructure activity. 

 Fleet operator utilization has improved from ~60% six months back to ~75% 
now. Because of significant under utilization for prolonged period, large part 
of fleet operators weren't able to service debt. While large operators were 
able to restructure their debt, small operators resulted in NPA's for the 
financiers. 

Investors are advised to refer through disclosures made at the end of the Research Report. 
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Bloomberg TTMT IN 

Equity Shares (m) 3,218.9 

52-Week Range (INR) 545/330 

1, 6, 12 Rel. Per (%) -2/10/15 

M.Cap. (INR b) 1,644.9 

M.Cap. (USD b) 26.9 

 
Financial Snapshot (INR Billion) 
 Y/E March 2015E 2016E 2017E 

Net Sales 2,698 3,291 3,771 

EBITDA 468 592 689 

NP 203 271 323 

Adj. EPS (INR)  63.0   84.3   100.2  

EPS Gr. (%)  37.8   33.7   18.9  

BV/Sh. (INR)  266.1   349.6   447.9  

RoE (%)  26.8   27.4   25.1  

RoCE (%)  26.2   28.4   27.7 

Payout (%) 3.8  2.9  3.6 

Valuations    

P/E (x) 8.1 6.1 5.1 

P/BV (x) 1.9 1.5 1.1 

EV/EBITDA (x) 3.7 2.6 2.0 

Div. Yield (%) 0.4 0.4 0.6 

 
Shareholding pattern % (Jun-14) 

Jun-14 Mar-14 Jun-13 

Promoter 34.3 34.3 34.4 

DII 9.7 9.4 11.8 

FII 48.7 48.8 45.5 

Others 7.3 7.5 8.4 
FII includes depository receipts 
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 While fleet operators are not yet expanding their fleets, however they are 
now replacing their old vehicles (which were earlier deferred by 2-3 years). 

 Buses should grow in FY15, although they have degrown in 1HFY15. This 
would be driven by orders from JNNURM. They highlighted that JNNURM 
orders would result in lower orders from STUs, as STUs would have to fund 
50-60% of these JNNURM orders. 

 Resale values of M&HCV have started picking up now, after declining over last 
few quarters. More importantly, resellability of trucks have improved, unlike 
earlier where there were limited buyers even at lower prices. Improvement in 
resale value and re-salability will boost replacement demand. Resale value of 
LCVs still under pressure. 

 
LCVs: Recovery expected only in FY16; TTMT gearing up for market share 
recovery from pick-ups 
 LCVs have been impacted by financing issues (moving away from very lenient 

regime to more diligent) and competitive pricing from pickup segment. 
 SCVs (ACE category) demand was also impacted by ~20% price cut in pickups 

(with just 3-4% reduction in cost) by the market leader in July 2012, resulting 
in ~10% market share loss for SCVs. 

 However, TTMT is now planning to launch 3 products to compete with 
pickups. It plans to launch in near future a) ACE mega (at INR0.4m), b) Super 
ACE mint (at INR0.4m+, but offers 4kmpl more than pickups and existing 
Super ACE), and c) Tata Mobia (Pickup priced at INR0.5m+). It is hopeful of 
market share recovery led by new launches and demand recovery. 

 
Competition spreading wings; TTMT focus on maintaining market share 
and margins 
 TTMT is the only company having strong presence across product category in 

commercial vehicles, with products ranging from 1ton to over 50tons. 
However, now almost all of its competitors are focused on spreading their 
product portfolio (AL on LCVS,ICVs; VECV on HCVs; MM on M&HCVs, Bharat 
Benz on entire portfolio). 

 Increasing competition to result in higher marketing cost, which needs to be 
diluted by cost cutting (material cost and fixed cost). 

 Discounts have started moderating and will see further moderation as 
demand recovers. However, it doesn’t expect discounts to normalize to level 
witnessed 2 years back (gone up ~3x in last 2 years) due to higher competitive 
intensity. Industry’s utilization is at ~30% (v/s 55-60% for TTMT). Contrary to 
perception, TTMT has widened its net pricing premium (post discounts) vis-à-
vis peers. 

 TTMT is geared up for recovery with having capacities in place, as well as 
upgraded product portfolio in place. It is currently operating at ~65% 
utilization of its M&HCV capacity of ~200k units (2 shift basis), which can be 
expanded on short notice through addition of a shift and adding assembly 
lines. 

 It is focused on protecting its market share in M&HCV at ~60%, and at 55-60% 
in overall CVs. 

 

Mr. Ravindra Pisharody, 
Executive Director (CV) 

 
Mr. Ravindra Pisharody joined 
Tata Motors as Vice President 
Commercial Vehicles (Sales & 
Marketing), in 2007. He is also 
on the board of various Tata 
Motors Group Companies. 
Before joining Tata Motors, he 
worked with Castrol Ltd., a 
subsidiary of BP, and with Philips 
India, a subsidiary of the Dutch 
company in various roles. Mr. 
Pisharody is an alumnus of IIT, 
Kharagpur and IIM, Kolkata. 
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Other takeaways 
 TTMT had created infrastructure (both production and marketing) for catering 

to CV volumes of 750-800k (v/s ~383k in FY15E), before crash from peak of 
FY12 (~585k units in FY12), implying significant operating leverage at play 
when recovery happens. 

 Availability of finance has been an issue for both M&HCVs and LCVs, as level 
of NPAs is similar of both these segments. However, reduction in LTV from 
100% to ~85% impacted SCVs the most due to owner-operator profile. TMFL 
finances just 27-28% of TTMT volumes. 

 An export is additional growth driver, and is expected to grow over 20% in 
FY15. It is focused on expanding its market presence, and is doubling number 
of focused markets. 

 
Valuation and view 
 Domestic business is expected to bounce back strongly along with economic 

recovery and favorable product lifecycle in the PV division. We factor in for 
~26% CAGR in CV business and ~18% CAGR in PV business over FY15-17E. 

 We believe JLR is on the right strategic path and is investing in the right areas, 
resulting in its evolution to a much stronger and balanced player in the luxury 
vehicle market. We estimate JLR volumes to grow ~18% CAGR. 

 TTMT trades at 6.1x/5.1x FY16E/17E consolidated EPS. DVR trades at 
4.2x/3.5x FY16E/17E consolidated EPS. 

 Maintain Buy with TP of INR620 (FY16 SOTP-based) for ordinary shares and 
INR433 for DVR (~30% discount to TP for ordinary shares). We are valuing JLR 
at 3.6x EV/EBITDA (vs 4x earlier) to reflect for change in accounting of realized 
portion of Fx hedges partly above EBITDA. 

 
TATA MOTORS: Sum-of-the-parts valuation 

INR B  
 Valuation 
Parameter  

 Multiple 
(x)   FY16E   FY17E  

SOTP Value 
    Tata Motors - Standalone EV/EBITDA 8.0 210 380 

JLR (Adj for R&D capitalization) EV/EBITDA 3.6 1,493 1,690 
HV Axles EV/EBITDA 4.0 6 7 
HV Transmission EV/EBITDA 4.0 4 6 
Tata Technologies EV/EBITDA 4.0 23 26 
Tata Daewoo EV/EBITDA 4.0 11 12 
Total EV     1,747 2,121 
Less: Net Debt (Ex FCCB & TMFL)     -136 -313 
Add: Other Investments         
Tata Motors Finance P/BV 1 34 37 
Other Associates/JVs Carrying Cost   10 11 
Tata Sons 20% discount   59 59 
Total Equity Value 

  
1,985 2,541 

Fair Value (INR/Sh) - Ord Sh Fully Diluted   620 789 
Upside (%) 

  
21.3 54.5 

Fair Value (INR/Sh) - DVR @ 30% discount   433 552 
Upside (%)     21.9 55.4 

 

Source: MOSL 
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Financials and valuations 
 
Income statement (INR Billion) 
 Y/E Mar 2012 2013 2014 2015E 2016E 2017E 
Net Sales  1,656.5 1,888.2 2,328.3 2,698.1 3,291.4 3,771.5 
     Change (%) 35.6 14.0 23.3 15.9 22.0 14.6 
EBITDA 237.0 265.7 374.0 468.0 592.1 688.8 
     EBITDA Margin (%) 14.3 14.1 16.1 17.3 18.0 18.3 
Depreciation 56.3 75.7 110.8 134.8 164.9 191.3 
EBIT 180.8 190.0 263.2 333.3 427.2 497.5 
Interest 29.8 35.5 47.3 32.7 33.1 34.7 
Other Income 6.6 8.1 8.3 6.4 6.3 6.9 
Extraordinary items 1.8 0.9 2.8 0.0 0.0 0.0 
PBT 135.3 136.3 188.7 280.5 371.6 437.3 
Tax -0.4 37.7 47.6 77.1 100.0 114.2 
     Tax Rate (%) -0.3 27.7 25.3 27.5 26.9 26.1 
Reported PAT 135.7 98.6 141.0 203.4 271.6 323.1 
Adjusted PAT 125.6 103.3 147.3 202.9 271.3 322.6 
     Change (%) 38.5 -17.7 42.6 37.8 33.7 18.9 
Min. Int. & Assoc. Share -0.6 0.3 -1.1 -0.5 -0.3 -0.4 
Adj Cons PAT 125.6 103.3 147.3 202.9 271.3 322.6 

 

Balance sheet (INR Billion) 
 Y/E Mar 2012 2013 2014 2015E 2016E 2017E 
Share Capital 6.3 6.4 6.4 6.4 6.4 6.4 
Reserves 320.6 370.0 649.6 850.1 1,118.9 1,435.3 
Net Worth 327.0 376.4 656.0 856.5 1,125.4 1,441.7 
Debt 471.5 557.2 549.5 540.5 537.4 534.3 
Deferred Tax -23.7 -24.1 -7.7 -7.7 -7.7 -7.7 
Total Capital Employed 777.8 913.2 1,202.0 1,394.3 1,661.1 1,975.5 
Gross Fixed Assets 897.8 1,205.7 1,585.4 1,967.5 2,372.6 2,824.3 
Less: Acc Depreciation 495.1 570.8 681.6 816.4 981.2 1,172.5 
Net Fixed Assets 402.7 634.8 903.8 1,151.2 1,391.3 1,651.8 
Capital WIP 159.5 60.0 70.0 70.0 70.0 70.0 
Investments 89.2 90.6 106.9 107.2 107.9 108.6 
Current Assets 711.7 829.5 1,046.1 1,139.7 1,367.6 1,614.2 
     Inventory 182.2 209.7 272.7 295.7 333.6 382.3 
     Debtors 82.4 109.4 105.7 125.7 153.3 175.7 
     Cash & Bank 182.4 211.1 297.1 352.8 508.7 677.7 
     Loans & Adv, Others 264.8 299.3 370.5 365.5 372.0 378.5 
Curr Liabs & Provns 626.1 742.8 974.5 1,123.6 1,325.6 1,518.9 
     Curr. Liabilities 130.8 134.3 199.7 236.5 288.6 330.6 
     Provisions 128.4 160.7 201.6 221.8 270.5 310.0 
Net Current  Assets 85.6 86.8 71.6 16.1 42.1 95.3 
Total Assets 777.8 913.2 1,202.0 1,394.3 1,661.1 1,975.5 

E: MOSL Estimates 
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Financials and valuations 
 

Ratios  
 Y/E Mar 2012 2013 2014 2015E 2016E 2017E 
Basic (INR)                                     
EPS 39.6 32.4 45.8 63.0 84.3 100.2 
Cash EPS 57.3 56.1 80.2 104.9 135.5 159.7 
Book Value 103.0 118.0 203.8 266.1 349.6 447.9 
DPS 4.0 2.0 2.0 2.0 2.0 3.0 
Payout (incl. Div. Tax.) 11.7 7.2 5.1 3.8 2.9 3.6 
Valuation(x)                                     
P/E 12.9 15.8 11.2 8.1 6.1 5.1 
Cash P/E 8.9 9.1 6.4 4.9 3.8 3.2 
Price / Book Value 5.0 4.3 2.5 1.9 1.5 1.1 
EV/Sales 1.2 1.0 0.8 0.7 0.5 0.4 
EV/EBITDA 7.6 7.0 4.7 3.6 2.6 2.0 
Dividend Yield (%) 0.8 0.4 0.4 0.4 0.4 0.6 
Profitability Ratios (%)                                     
RoE 48.4 29.4 28.5 26.8 27.4 25.1 
RoCE 29.0 23.4 25.7 26.2 28.4 27.7 
Turnover Ratios (%)                                     
Asset Turnover (x) 2.6 2.2 2.2 2.1 2.2 2.1 
Debtors (No. of Days) 18.1 21.2 16.6 17.0 17.0 17.0 
Inventory (No. of Days) 40.1 40.5 42.8 40.0 37.0 37.0 
Creditors (No. of Days) 80.8 86.6 89.9 90.0 85.0 85.0 
Leverage Ratios (%)                                     
Net Debt/Equity (x) 1.4 1.5 0.8 0.6 0.5 0.4 

 

Cash flow statement (INR Billion) 
  Y/E Mar 2012 2013 2014 2015E 2016E 2017E 
OP/(Loss) before Tax 135.2 98.9 139.9 202.9 271.3 322.6 
Depreciation 56.2 75.7 110.8 134.8 164.9 191.3 
Others 0.0 0.0 0.0 0.0 0.0 0.0 
Interest 5.4 8.1 8.3 6.4 6.3 6.9 
Direct Taxes Paid -17.7 -38.1 -31.3 -77.1 -100.0 -114.2 
(Inc)/Dec in Wkg Cap -22.8 27.5 101.1 111.2 129.9 115.8 
CF from Op. Activity 189.2 166.7 310.7 379.0 473.2 523.5 
(Inc)/Dec in FA & CWIP -137.8 -208.4 -389.7 -382.2 -405.0 -451.7 
(Pur)/Sale of Invt -73.0 -1.4 -16.3 -0.3 -0.7 -0.7 
Others 0.0 0.0 0.0 0.0 0.0 0.0 
CF from Inv. Activity -210.8 -209.8 -406.0 -382.5 -405.7 -452.5 
Inc/(Dec) in Net Worth 1.4 -42.1 147.3 5.3 5.3 5.3 
Inc / (Dec) in Debt 113.1 85.7 -7.7 -9.1 -3.1 -3.1 
Interest Paid -33.7 -35.5 -47.3 -32.7 -33.1 -34.7 
Divd Paid (incl Tax) -15.0 -7.4 -7.5 -7.8 -7.8 -11.6 
CF from Fin. Activity 65.7 0.7 84.7 -44.2 -38.6 -44.1 
Inc/(Dec) in Cash 44.1 -42.4 -10.6 -47.7 29.0 27.0 
Add: Opening Balance 104.2 148.3 105.9 95.4 47.7 76.6 
Closing Balance 148.3 105.9 95.4 47.7 76.6 103.6 

E: MOSL Estimates 
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invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution and has been 
furnished to you solely for your general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a personal recommendation or take into 
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