11 November 2020 | Company update

Tata Motors

With improving outlook, FCF to turn positive

We upgrade Tata Motors to BUY (ADD earlier) as the OEM will benefit from
an improving demand outlook, cost-cutting initiatives, and better FCF
generation. JLR’s retail volumes are improving from COVID lows, and system
inventories are normalising. We are building in double-digit volume growth
at JLR over FY22/23E (12/11%). The luxury OEM has turned FCF positive
(+GBP 463m in 2Q), a trend which we expect would sustain over FY22/23E.
The loss-making India PV business has turned the corner and reported a
positive margin, driven by robust market share gains. This will improve
domestic cash flows and make the PV business more attractive for potential
partners.

®  Volume pick-up at JLR: Demand is improving at Jaguar Land Rover as key
markets such as China (~20% of volumes) have recovered to pre-COVID
levels. Further, most countries are now witnessing a pick-up in volumes,
which resulted in 2Q volumes rising 53% QoQ. The OEM is expected to
witness a recovery in global demand, and we are building in double-digit
volume growth (12/11%) for FY22/23E. The recent launch of the Defender
has received an encouraging response, with the model currently having a
waiting list. Further, JLR is launching EV variants of its product line-up over
FY21-23E to comply with stringent emission norms.

® Loss-making India PV segment has turned the corner as the segment
reported a positive EBITDA margin of 1.6% in 2Q, driven by encouraging
volume growth. This segment’ s$narket share has risen to 7.9% in 1H (vs
4.8% in FY20). We believe that the unit will witness improved cash flows as
the OEM benefits from its revamped product portfolio. Further, Tata will
find it easier to seek a partner for the car segment now that volumes and
profitability are improving. The India CV segment is also witnessing a
gradual revival, with LCV volumes back to pre-COVID levels and MHCV
volumes witnessing a tepid improvement.

®  FCF trends are improving: The company has turned FCF positive in 2Q (Rs
67bn), driven by improved working capital management - the inventory at
JLR has corrected on improving retails. Further, the management achieved
Charge+ savings of GBP 1.8bn over 1HFY21 (the company is on track of
achieving its target to save GBP 2.5bn in FY21). We believe that gearing
levels will improve here onwards and net-debt/equity ratio will improve
from 1.6x to 1.1x over FY21-23E.

®  Upgrade to BUY: We set a revised Sep-22 SOTP-based target price of Rs 175
as we raise our FY23 estimates by 8% on an improving outlook. We value
the India business at 10x EV/EBITDA and the JLR business at 2x
EV/EBITDA. Key risks: Unfavourable outcome of Brexit, delayed vaccine
roll-out, and more prolonged second COVID-related lockdowns.
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We upgrade Tata Motors to BUY (ADD earlier) as the OEM will benefit from an
improving demand outlook, cost-cutting initiatives and improving FCF generation.

Volume pick-up at JLR:

® Demand is improving at Jaguar Land Rover as key markets such as China (~20%
of volumes) have recovered to pre-COVID levels (retail sales were up 4% YoY in
2Q)). Further, most countries are now witnessing a pick-up in volumes, which

resulted in 2Q volumes rising 53% QoQ.

®  The recent launch of the Defender has received an encouraging response, with
the model on a waiting list. Further, JLR is launching EV variants of its product
line-up over FY21-23E to comply with the stringent emission norms.

®  The OEM is expected to witness a recovery in global volumes on an improved
demand outlook, with major countries expected to witness a pick-up in economic
activity. We are building in double-digit volume growth over FY22-23E.

JLR volumes (including CJLR)
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Volume assumption
(in units) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Jaguar 102,106 169,284 150,484 153,755 125,820 94,365 108,520 122,627
% YoY 33% 66% -11% 2% -18% -25% 15% 13%
Land Rover 407,228 365,462 394,814 354,123 350,132 302,404 334,433 367,198
% YoY 4% -10% 8% -10% -1% -14% 11% 10%
China JV 34,751 66,060 88,212 57,428 49,450 57,095 63,575 70,085
% YoY 826% 90% 34% -35% -14% 15% 11% 10%
Total 544,085 600,806 633,510 565,306 525,402 453,864 506,528 559,910
% YoY 9% 5% 2% -7% -6% -17% 12% 11%
Source: Company, HSIE Research
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Loss-making India PV segment has turned the corner:

The segment reported a positive EBITDA margin of 1.6% in 2Q, driven by
encouraging volume growth. The PV segment market share has risen to 7.9% (vs
4.8% in FY20). We believe that the PV unit will witness improved cash flows as
the OEM benefits from its revamped product portfolio.

Domestic PV market share (%)
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Further, Tata Motors will now find it easier to seek a partner for the car segment
as volumes and profitability are improving.

India PV business EBITDA turns positive (Rs mn)
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(in units) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
MHCV 176,493 175,262 190,367 224,940 124,446 88,509 105,450 125,461
% YoY 24% -1% 9% 18% -45% -29% 19% 19%
LCV 204,678 209,873 259,072 294,837 216,254 185,807 212,220 250,399
% YoY -8% 3% 23% 14% -27% -14% 14% 18%
Passenger vehicles 132,679 163,513 191,694 212,962 132,802 145,692 165,874 194,029
% YoY -5% 23% 17% 11% -38% 10% 14% 17%
Total volumes 513,850 548,648 641,133 732,739 473,502 420,008 483,545 569,889
% YoY 2% 7% 17% 14% -35% -11% 15% 18%
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FCF trends are improving;:

® The company has turned FCF positive in 2Q (Rs 67bn), driven by improved
working capital management - the inventory at JLR has corrected on rising retails
and is back to normalised levels.

JLR Inventories are at near-normal levels
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®  Further, the management achieved Charge+ savings of GBP 1.8bn over 1HFY21
(the management is on track of achieving its target to save GBP 2.5bn in FY21).
These savings have led to JLR EBITDA margin coming in at ~11% in 2Q. We are
building in double-digit margins over FY22-23E.

®  We believe that consolidated gearing levels will improve from hereon, and the
net debt/equity ratio will improve from 1.6x to 1.1x over FY21-23E.

Consolidated Net debt : Equity (x)
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Target price, valuation and key risks

" We set a revised Sep-22 SOTP target price of Rs 175. We value the India business
at 10x EV/EBITDA and the JLR business at 2x EV/EBITDA.

Key risks: Unfavourable outcome of Brexit, delayed vaccine roll-out, and longer-
than-expected second COVID-related lockdown

Valuation summary

Multiple (x) Sep-22
Standalone business (Rs mn)
Implied EV 10x EV/EBITDA 398,760
Net debt 161,312
Implied equity value 237,448
Value/sh (Rs) 67
JLR (GBP mn)
Implied EV 2x EV/EBITDA 5,277
Net debt 2,071
Implied equity value 3,206
Value/sh (Rs) 82
China JV
Implied equity value (Rs mn) 8x P/E 58,618
Value/sh (Rs) 16
Value of Tata Motors Finance 1x P/BV 10
Sep-22 SOTP based value 175
Source: HSIE Research
Change in estimates
New old Change (%)
(in Rs bn)
FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E
Net Sales 2,351 2,627 2,972 2,332 2,646 2,994 1 @ @
EBITDA 216 320 374 209 318 372 3 1 1
EBITDA margin (%) 9.2 12.2 12.6 9.0 12.0 124 22 bps 15 bps 16 bps
Adj PAT (103) 0 41 (111) @) 38 NA NA 8
Adj EPS (in Rs) (28.6) 0.1 113 (30.8) (0.7) 105 NA NA 8
Source: HSIE Research
Key assumptions
India (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Volumes (in units) 513,850 548,648 641,133 732,739 473,502 420,008 483,545 569,889
Average realisation (Rs/unit) 824,556 807,737 917,616 944,439 927,730 937,075 957,416 976,164
Net Revenues 423,698 443,163 588,314 692,028 439,282 393,579 462,953 556,305
Growth (%) 16.7 4.6 32.8 17.6 (36.5) (10.4) 17.6 20.2
Total Expenses 396,397 425,041 550,308 634,763 435,101 387,671 433,039 507,031
EBITDA 27,301 18,122 38,006 57,265 4,181 5,908 29,914 49,274
EBITDA Margin (%) 6.4 4.1 6.5 8.3 1.0 1.5 6.5 8.9
EBITDA Growth (%) (441.3) (33.6) 109.7 50.7 (92.7) 41.3 406.3 64.7
Source: Company, HSIE Research
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JLR (GBP mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Volumes (in units) 509,334 534,746 545,298 507,878 475,952 396,769 442,953 489,825
% YoY 9.1 5.0 2.0 (6.9) (6.3) (16.6) 11.6 10.6
Net Revenues 22,208 24,339 25,786 24,214 22,984 20,310 22,447 25,071
Growth (%) 1.6 9.6 5.9 (6.1) (5.1) (11.6) 105 11.7
EBITDA 3,309 2,979 2,501 1,733 1,863 1,726 2,469 2,808
EBITDA Margin (%) 14.9 12.2 9.7 7.2 8.1 8.5 11.0 11.2
EBIT 1,891 1,323 426 (431) 47) (222) 424 660
PBT 1,493 1,451 1,284 (3,632) (250) (82) 436 660
Share of profit from JV & associates 64 159 252 3 (114) 15 72 88
Tax (Incl Deferred) 245 338 403 (308) 47 35 100 152
RPAT 1,312 1,272 1,133 (3,321) 411) (102) 408 596
APAT 1,731 1,488 801 (318) (191) (233) 408 596
Source: Company, HSIE Research
Peer-set comparison
Mecap CMP Re TP A::{ EPS (l:{Ys/sh) — Bo:;( valu; ;Rs/sh::Y 1:YP/BVF(;{() _ E;ZEBITI::{A (x)FY
(Rsbn) (Rs/sh) (Rs)
21E 22E 23E 21E 22E 23E 21E 22E 23E 21E 22E  23E
Ashok Leyland 267 91 REDUCE 75 0.1 3.6 5.0 25 27 30 3.7 34 3.0 386 144 10.7
Bajaj Auto 867 2,996 ADD 3,270 150.5 168.1 194.6 758 835 924 4.0 3.6 32 154 133 109
Eicher 61 2,235 REDUCE 1,980 53.5 75.6 94.4 407 467 542 5.5 4.8 41 297 220 173
Escorts 164 1,338 ADD 1,360 678 789 911 503 579 667 2.7 2.3 20| 127 109 88
Hero 589 2,949 BUY 3,380 1372 1649 190.7 775 859 969 3.8 3.4 3.0/ 146 118 99
M&M 738 620 ADD 675 279 357 422 311 338 372 2.0 1.8 17| 128 99 82
Maruti 2,051 6,791 BUY 8,145 150.2 2659 337.3| 1,709 1,895 2,131 4.0 3.6 32| 312 172 128
Tata Motors 525 146 BUY 175 (28.6) 0.1 11.3 147 147 158 1.0 1.0 0.9 6.4 4.2 34
Source: HSIE Research
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Quarterly Summary

20FY21 financials:

Standalone: Volumes grew 5% YoY, driven by strong PV sales (+108% YoY).
While revenue declined 3% YoY, EBITDA margin surprised at 2.9% as the PV
division has achieved breakeven. Net loss is at Rs 12bn.

JLR: Revenue was up 52% QoQ (-28% YoY), as volumes recovered (+50% QoQ).
JLR reported a healthy EBITDA margin of 11.1% (vs. 3.5% QoQ), driven by cost-
cutting initiatives and higher utilisation levels (project charge saving of GBP
0.6bn in 2Q). CJLR achieved breakeven with an EBITDA margin of 10.8% and
PAT of GBP Imn. JLR PAT came in at GBP 117mn (vs. a loss QoQ)

Consolidated: Revenue at Rs 535bn was up +63% QoQ (-18% YoY). EBITDA
margin at 12.5% (vs 12.6/5.4% YoY/QoQ) surprised positively. The reported loss
at Rs 3bn was better than estimates (vs. loss of Rs 84.4bn QoQ).

Key highlights:

FCF positive: The company has turned FCF positive in 2Q (Rs 67bn), driven by
improved working capital. The inventory at JLR has corrected sharply QoQ, as
retail sales have improved.

Volume recovery: WhileJ LR s gl obal retails were
retail sales were up ~4%. Most countries are now witnessing a pick-up in
volumes.

Cost savings at JLR: The management achieved Charge+ savings of GBP 0.6bn in
2Q, (GBP 1.8bn YTD). The company is confident of achieving its target to save
GBP 2.5bn in FY21.

India PV segment surprises as the segment reported a positive EBITDA margin
of 1.6%, driven by encouraging volumes. The PV segment market share has risen
to 7.9% (vs 4.8% in FY20).

CV segment- a mixed bag: Management expects this segment recovery to be
gradual on the back of improving fleet utilisation levels, higher rural demand for
SCVs, and revival of mining and construction activities. Haulage and Passenger

bus volumes thoughr e mai n weak. Tata Motors’' CV 1

(vs. 43% in FY20) due to lower share in SCVs.

Page | 7
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Quarterly Performance

Five quarters at a glance — India business

Particulars (Rs mn) 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 % YoY % QoQ
Volumes (in units) 105,031 129,381 101,420 25,047 110,379 5 341
Net ASP (Rs/veh) 952,146 838,060 959,660 1,072,719 875,900 -8 -18
Net sales (incl OOI) 100,005 108,429 97,329 26,868 96,681 -3 260
Material Expenses 74,797 80,417 74,591 19,400 72,503 -3 274
Employee Expenses 10,671 10,183 11,496 9,667 10,586 -1 10
Other Operating Expenses 16,220 16,297 15,495 4,840 10,812 -33 123
Total Expenditure 101,688 106,897 101,582 33,908 93,901 -8 177
EBITDA -1,683 1,532 -4,253 -7,039 2,780 NA NA
Depreciation 7,607 8,535 9,841 8,599 9,099 20 6
EBIT -9,290 -7,003 -14,095 -15,638 -6,320 NA NA
Product development expenses 2,070 2,058 2,974 1,382 1,763 -15 28
Interest Cost 4,979 4,785 5,571 5,528 6,347 27 15
Other Income 3,614 3,515 2,689 1,343 2,420 -33 80
PBT, Exceptional items & Forex -12,725 -10,331 -19,950 -21,205 -12,009 NA NA
Exceptional gain/(loss) 717 -40 -25,708 -489 -464 NA NA
Forex gain/(loss) -692 131 -2,201 -209 352 NA NA
PBT -12,700 -10,240 -47,858 -21,903 -12,121 NA NA
Tax 120 157 852 4 4 -97 5
RPAT -12,820 -10,396 -48,711 -21,907 -12,125 NA NA
APAT -12,761 -10,488 -20,802 -21,209 -12,013 NA NA
Adj EPS (3.5) (2.9) (5.8) (5.9) (3.3) NA NA
As % of sales 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 YoY (bps) QoQ (bps)
Material Expenses 74.8 74.2 76.6 72.2 75.0 20 279
Employee Expenses 10.7 9.4 11.8 36.0 10.9 28 -2,503
Other Operating Expenses 16.2 15.0 159 18.0 11.2 -504 -683
Total Expenditure 101.7 98.6 104.4 126.2 97.1 -456 -2,907
EBITDA -1.7 1.4 -4.4 -26.2 2.9 NA NA
EBIT -9.3 -6.5 -14.5 -58.2 -6.5 NA NA
PBT -12.7 9.4 -49.2 -81.5 -12.5 NA NA
RPAT -12.8 -9.6 -50.0 -81.5 -12.5 NA NA
APAT -12.8 -9.7 -21.4 -78.9 -12.4 NA NA
Tax as % of PBT -0.9 -1.5 -1.8 -0.0 -0.0 NA NA

Source: Company, HSIE Research
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Rs mn 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 % YoY % QoQ
Volumes (in units) 78,602 92,672 69,069 10,476 55,000 -30 425
ASP/unit 990,560 854,843 1,015,796 1,372,623 1,009,887 2 -26
Sales (Rs mn) 77,860 79,220 70,160 14,380 55,544 -29 286
EBITDA margin (%) 3.6 22 0.7 (40.3) 3.2 -40 bps NA
EBIT margin (%) (0.8) (2.3) (5.3) (65.1) (3.8) NA NA
Source: Company, HSIE Research
Passenger Vehicle segmental performance (Rs mn)
Rs mn 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 % YoY % QoQ
Volumes (in units) 26,429 36,709 32,351 14,571 54,892 108 277
ASP/unit 827,500 762,211 832,432 839,084 742,095 -10 -12
Sales (Rs mn) 21,870 27,980 26,930 12,226 40,735 86 233
EBITDA margin (%) (20.9) (3.6) (19.3) (16.3) 1.6 NA NA
EBIT margin (%) (38.3) (19.8) (38.6) (54.5) (10.3) NA NA
Source: Company, HSIE Research
Five quarters at a glance - JLR
Particulars (Rs mn) 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 % YoY % QoQ
Volumes (in units) 121,124 129,947 120,691 48,912 73,451 -39 50
Net ASP (Rs/veh) 50,246 49,235 44,958 58,452 59,250 18 1
Net sales (incl OOI) 6,086 6,398 5,426 2,859 4,352 -28 52
Material Expenses 3,720 4,141 3,542 1,833 2,695 -28 47
Employee Expenses 631 655 626 435 492 -22 13
Other Operating Expenses 917 914 999 490 684 -25 40
Total Expenditure 5,268 5,710 5,167 2,758 3,871 -27 40
EBITDA 818 688 259 101 481 -41 376
Depreciation 504 453 490 491 469 -7 -4
EBIT 314 235 -231 -390 12 -96 NA
Interest Cost 39 33 50 50 52 33 4
Exceptional gain/(loss) -10 - -7 - - NA NA
Forex gain/(loss) -68 141 -193 27 104 NA 285
Share of profit of the joint venture -41 -25 -20 - 1 NA NA
PBT 156 318 -501 -413 65 -58 NA
Tax 56 54 38 -235 -52 NA NA
RPAT 100 264 -539 -648 117 17 NA
As % of sales 2QFY20 3QFY20 4QFY20 1QFY21 20QFY21 YoY (bps) QoQ (bps)
Material Expenses 61.1 64.7 65.3 64.1 61.9 80 -219
Employee Expenses 10.4 10.2 11.5 15.2 11.3 94 -391
Other Operating Expenses 15.1 14.3 18.4 17.1 15.7 65 -142
Total Expenditure 86.6 89.2 95.2 96.5 88.9 239 -752
EBITDA 13.4 10.8 4.8 3.5 111 -239 752
PAT 1.6 4.1 -9.9 -22.7 2.7 105 NA
Tax as % of PBT 35.9 17.0 -7.6 56.9 -80.0 NA NA
Page | 9
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Five quarters at a glance — Consolidated

Particulars (Rs mn) 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 % YoY % QoQ
Net sales (incl OOI) 654,320 716,761 624,930 319,831 535,300 -18 67
Material Expenses 401,275 464,184 408,096 199,212 334,673 -17 68
Employee Expenses 72,830 77,373 76,987 56,943 64,090 -12 13
Other Operating Expenses 97,622 93,146 103,248 46,371 69,772 -29 50
Total Expenditure 571,727 634,702 588,332 302,526 468,535 -18 55
EBITDA 82,592 82,058 36,598 17,305 66,765 -19 286
Depreciation 52,996 51,993 58,149 55,994 56,015 6 0
EBIT 29,596 30,066 -21,551 -38,689 10,750 -64 NA
Product development expenses 10,987 10,093 12,865 10,949 10,112 -8 -8
Interest Cost 18,354 17,436 19,528 18,768 19,496 6 4
Other Income 6,726 9,001 5,645 6,065 6,332 -6 4
PBT, Exceptional items & Forex 6,981 11,538 -48,299 -62,341 -12,525 NA NA
Exceptional gain/(loss) 391 -11 -28,007 32 49 -88 52
Forex gain/(loss) -1,160 1,972 -16,824 471 4,330 NA NA
PBT 6,212 13,499 -93,130 -61,837 -8,147 NA NA
Tax 4,455 -6,046 3,583 22,005 -4,715 NA NA
Profit from continuing operations 1,758 19,545 -96,713 -83,842 -3,432 NA NA
Share of profit of joint ventures and associates -3,635 -1,986 -1,925 -598 360 NA NA
RPAT -1,877 17,559 -98,638 -84,440 -3,072 NA NA
Minority interest 289 176 305 -60 72 -75 -220
APAT -1,474 15,618 -58,595 -84,833 -7,084 NA NA
Adj EPS 0.4) 4.3 (16.3) (23.6) (2.0) NA NA
As % of sales 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21  YoY (bps) QoQ (bps)
Material Expenses 61.3 64.8 65.3 62.3 62.5 119 23
Employee Expenses 11.1 10.8 12.3 17.8 12.0 84 -583
Other Operating Expenses 14.9 13.0 16.5 14.5 13.0 -189 -146
Total Expenditure 87.4 88.6 94.1 94.6 87.5 15 -706
EBITDA 12.6 11.4 5.9 5.4 12.5 -15 706
EBIT 45 4.2 -34 -12.1 2.0 -251 1,410
PBT 0.9 1.9 -14.9 -19.3 -1.5 NA NA
RPAT -0.3 24 -15.8 -26.4 -0.6 NA NA
APAT -0.2 2.2 94 -26.5 -1.3 NA NA
Tax as % of PBT 71.7 -44.8 -3.8 -35.6 57.9 NA NA

Source: Company, HSIE Research
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Standalone quarterly charts
Standalone volumes were higher led by growth in the
passenger vehicle portfolio
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Net revenues declined 3% YoY
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Average realisation reduce YoY owing to lower share

Source: Company, HSIE Research

EBITDA came in at Rs 2.7bn vs a loss YoY & QoQ

from the CV portfolio
W Average realization (Rs '000) B EBITDA (Rs mn)

1,100 - 1,073 16,000 -

1,050 12,000 -

1,000 8,000 -

950 4,000 -

900 -

850 (4,000) -

800

8,000) -

> 2 2§ § § 8§ & & B e 9 s 2 5 5 2 5 =
s oz o5 £ £ 2 g 2 ¢ S 28 § § § 8 § &
23 23 =3 23 3 = = = = £ E A £ & &£ &£ B £
g @ 9 9 9 Q@ 2 9 g 0O ¢ o O o g o o o
N @ = = o ® = — o & K F OS2 & R OF =&

Source: Company, HSIE Research

Source: Company, HSIE Research

APAT Market share in PVs improved
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JLR Quarterly charts
Volumes at JLR improved QoQ Avg. realisation remains elevated
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Net revenues EBITDA margin surprised positively
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Retail sales recovery at JLR, China up 3.7% YoY
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Consolidated financials

Consolidated Income Statement

(Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Net Revenues 2,755,611 2,696,925 2,946,192 3,019,384 2,610,680 2,351,378 2,626,694 2,972,345
Growth (%) 4.9 (2.1) 9.2 25 (13.5) (9.9) 11.7 13.2
Material Expenses 1,624,190 1,658,942 1,858,500 1,963,212 1,671,310 1,514,051 1,649,906 1,864,442
Employee Expenses 292,316 283,329 303,001 332,439 304,386 242,956 277,599 306,327
Other Operating Expenses 437,065 385,531 415,961 425,785 395,841 378,293 379,216 427,951
Total Expenses 2,353,572 2,327,802 2,577,462 2,721,436 2,371,537 2,135,300 2,306,721 2,598,721
EBITDA 402,039 369,124 368,730 297,948 239,143 216,078 319,973 373,624
EBITDA Margin (%) 14.6 13.7 12.5 9.9 9.2 9.2 12.2 12.6
EBITDA Growth (%) (4.5) (8.2) (0.1) (19.2) (29.7) (9.6) 48.1 16.8
Depreciation 170,142 179,050 215,536 235,906 214,254 215,369 227,707 238,055
EBIT 231,898 190,074 153,194 62,042 24,889 709 92,266 135,569
Product development expenses 34,804 34,136 35,319 42,246 41,885 45,236 47,497 49,872
Interest 46,234 42,380 46,818 57,586 72,433 86,465 88,766 91,582
Other Income 9,817 7,545 8,889 29,653 29,732 32,705 37,610 43,252
PBT, Exceptional items and forex 160,677 121,103 79,946 (8,137) (59,698) (98,288) (6,387) 37,366
Exceptional gain/(loss) (18,466) 11,146 19,751 (296,516) (28,714) - - -
Forex gain/(loss) (2,402) (39,101) 11,853 (9,059) (17,387) - - -
PBT 139,809 93,148 111,550 (313,712) (105,800) (98,288) (6,387) 37,366
Share of profit from JV & associates 213 14,930 22,783 2,095 (10,000) 1,329 6,610 8,045
Tax (Incl Deferred) 28,726 32,512 43,419 (24,375) 3,953 4,914 (958) 3,737
RPAT 111,296 75,566 90,914 (287,242) (119,752) (101,873) 1,180 41,674
Minority Interest 1,059 1,022 1,025 1,020 956 966 975 985
APAT 129,019 99,703 61,445 (13,245) (79,217) (102,839) 205 40,689
Adjusted EPS (Rs) 38.0 294 18.1 3.9) (22.0) (28.6) 0.1 11.3

Source: Company, HSIE Research

Consolidated Balance sheet

(Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
SOURCES OF FUNDS

Share Capital - Equity 6,792 6,792 6,792 6,792 7,195 7,195 7,195 7,195
Reserves 801,035 573,827 947,487 595,003 623,590 520,751 520,956 561,646
Total Shareholders Funds 807,827 580,619 954,279 601,796 630,785 527,947 528,152 568,841
Minority Interest 8,883 4,532 5,251 5,231 8,136 9,101 10,077 11,062
Total Debt 704,685 744,891 779,944 911,239 1,056,553 1,088,207 1,154,838 1,227,056
Net Deferred Taxes 4,397 11,740 61,258 14,910 19,419 21,166 23,071 25,148
TOTAL SOURCES OF FUNDS 1,525,791 1,341,782 1,800,731 1,533,176 1,714,892 1,646,422 1,716,138 1,832,106
APPLICATION OF FUNDS

Net Block 1,015,902 952,708 1,212,974 1,104,866 1,263,301 1,248,169 1,229,578 1,224,139
CWIP 272,604 336,988 400,335 318,838 356,223 391,845 431,030 474,133
Goodwill 48,365 6,733 1,165 7,479 7,771 7,771 7,771 7,771
Investments 204,661 203,379 208,128 157,707 163,085 171,239 179,801 188,791
Total Non-current Assets 1,541,533 1,499,808 1,822,601 1,588,890 1,790,379 1,819,024 1,848,179 1,894,833
Cash & Equivalents 328,800 360,779 346,139 326,488 337,270 235,076 338,482 465,229
Inventories 333,990 350,853 421,376 390,137 374,569 302,780 323,839 366,454
Debtors 129,900 140,756 198,933 189,962 111,727 154,611 165,518 187,298
Other Current Assets 331,490 385,348 524,456 576,468 607,268 646,010 704,579 768,521
Total Current Assets 1,124,179 1,237,735 1,490,904 1,483,055 1,430,834 1,338,478 1,532,418 1,787,502
Creditors 636,329 576,983 720,384 685,135 636,269 554,023 611,696 692,190
Other Current Liabilities & Provns 503,592 818,779 792,390 853,634 870,052 957,057 1,052,762 1,158,039
Total Current Liabilities 1,139,921 1,395,762 1,512,774 1,538,769 1,506,320 1,511,080 1,664,458 1,850,229
Net Current Assets (15,742) (158,027) (21,870) (55,714) (75,487) (172,602) (132,040) (62,727)
TOTAL APPLICATION OF FUNDS 1,525,791 1,341,782 1,800,731 1,533,176 1,714,892 1,646,422 1,716,138 1,832,106

Source: Company, HSIE Research
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Consolidated Cash Flow
(Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Reported PBT 140,022 108,078 134,333 (311,617) (115,800) (96,958) 222 45,411
Non-operating & EO Items 11,051 20,410 (40,493) 275,922 16,370 (32,705) (37,610) (43,252)
Interest Expenses 46,234 42,380 46,818 57,586 72,433 86,465 88,766 91,582
Depreciation 170,142 179,050 215,536 235,906 214,254 215,369 227,707 238,055
Working Capital Change (12,022) 174,264 (150,796) 14,194 30,554 (5,078) 62,845 57,433
Tax Paid (10,430) (25,169) 6,099 (21,973) 556 (3,167) 2,863 (1,660)
OPERATING CASH FLOW (a) 344,997 499,013 211,496 250,018 218,368 163,926 344,793 387,569
Capex (335,818) (138,607) (533,581) (52,616) (410,365) (235,860) (248,300) (275,720)
Free Cash Flow (FCF) 9,179 360,406 (322,085) 197,402 (191,998) (71,934) 96,493 111,849
Investments (51,294) 1,282 (4,748) 50,420 (5,378) (8,154) (8,562) (8,990)
Non-operating Income (11,051) (20,410) 40,493 (275,922) (16,370) 32,705 37,610 43,252
INVESTING CASH FLOW (b) (398,163) (157,735) (497,836) (278,117) (432,113) (211,310) (219,252) (241,458)
Debt Issuance/(Repaid) (31,419) 40,206 35,052 131,296 145,313 31,655 66,631 72,217
Interest Expenses (46,234) (42,380) (46,818) (57,586) (72,433) (86,465) (88,766) (91,582)
FCFE (68,474) 358,232 (333,850) 271,112 (119,118) (126,744) 74,358 92,484
Share Capital Issuance 139,236 (307,124) 283,465 (65,261) 151,647 0) 0 0
Dividend (776) - - - - - - -
FINANCING CASH FLOW (c¢) 60,808 (309,298) 271,700 8,448 224,527 (54,810) (22,135) (19,365)
NET CASH FLOW (a+b+c) 7,642 31,979 (14,640) (19,651) 10,782 (102,194) 103,406 126,746
Closing Cash & Equivalents 328,800 360,779 346,139 326,488 337,270 235,076 338,482 465,229
Source: Company, HSIE Research
Key Ratios

FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
PROFITABILITY (%)
GPM 411 38.5 36.9 35.0 36.0 35.6 37.2 37.3
EBITDA Margin 14.6 13.7 125 9.9 9.2 9.2 12.2 12.6
EBIT Margin 8.4 7.0 52 2.1 1.0 0.0 3.5 4.6
APAT Margin 47 3.7 2.1 0.4) (3.0 (4.4) 0.0 14
RoE 18.8 14.4 8.0 1.7) (12.9) (17.8) 0.0 7.4
RoIC (or Core RoCE) 17.6 12.8 5.7 9.3) 21 0.1 5.6 8.9
RoCE 141 10.1 4.7 (11.0) 3.6 2.1 6.6 9.1
EFFICIENCY
Tax Rate (%) 17.9 26.8 54.3 299.6 (6.6) (5.0) 15.0 10.0
Fixed Asset Turnover (x) 2.7 2.8 24 2.7 2.1 1.9 2.1 24
Inventory (days) 442 47.5 52.2 47.2 52.4 47.0 45.0 45.0
Debtors (days) 17.2 19.0 24.6 23.0 15.6 24.0 23.0 23.0
Other Current Assets (days) 43.9 52.2 65.0 69.7 84.9 100.3 97.9 94.4
Payablegdays) 84.3 78.1 89.2 82.8 89.0 86.0 85.0 85.0
Other Current Liab & Provns (days) 66.7 110.8 98.2 103.2 121.6 148.6 146.3 142.2
Cash Conversion Cycle (days) (45.6) (70.2) (45.6) (46.2) (57.7) (63.3) (65.4) (64.8)
Net Debt/EBITDA (x) 0.9 1.0 1.2 2.0 3.0 3.9 2.6 2.0
Net D/E (x) 0.5 0.7 0.5 1.0 1.1 1.6 1.5 1.3
Interest Coverage (x) 5.0 4.5 3.3 1.1 0.3 0.0 1.0 1.5
PER SHARE DATA (Rs)
EPS 38.0 294 18.1 3.9) (22.0) (28.6) 0.1 11.3
CEPS 82.9 75.0 90.2 (15.1) 26.3 31.5 63.6 77.8
Dividend 0.2 - - - - - - -
Book Value 238 171 281 177 175 147 147 158
VALUATION
P/E (x) 3.8 5.0 8.1 (37.4) (6.6) (5.1) 2,561.9 129
P/BV (x) 0.6 0.9 0.5 0.8 0.8 1.0 1.0 0.9
EV/EBITDA (x) 2.2 24 2.5 3.6 52 6.4 42 34
EV/Revenues (x) 0.3 0.3 0.3 0.4 0.5 0.6 0.5 0.4
OCF/EV (%) 39.6 56.7 22.8 23.1 17.5 11.9 25.7 30.1
FCF/EV (%) 1.1 41.0 (34.6) 18.3 (15.4) (5.2) 7.2 8.7
FCFE/Mkt Cap (%) (13.0) 68.2 (63.6) 51.6 (22.7) (24.1) 14.2 17.6
Dividend Yield (%) 0.1 - - - - - - -
Source: Company, HSIE Research
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RECOMMENDATION HISTORY
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Rating Criteria
BUY: >+15% return potential
ADD: +5% to +15% return potential
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SELL: >10% Downside return potential
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