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March 5, 2024 

CMP: ₹ 1030     Target: ₹ 1,085  (5%)  Target Period: 12 months  

Tata Motors (TATMOT) 
 HOLD 

  

Announces de-merger of CV & PV (incl. EV) business; 
less of a value unlocking event, more intangible play… 
About the stock: Tata Motors (TML) is an auto OEM from the house of Tata’s, 
operating in domestic (PV, CV) and global markets (Jaguar Land Rover i.e., JLR)  

• FY23 consolidated sales mix– JLR ~65%, India CV ~20%, India PV ~14%. 

• TML India is a leader in domestic CV space with ~40% market share while 
is the 3rd largest player in the PV segment with ~14% market share (FY23) 

Event: Company to demerge its business into two distinct divisions namely 
CV and PV (India, EV, JLR, etc.) 

• In a regulatory filing TML has informed exchanges that its Board of 
Directors have approved the proposal of demerger of Tata Motors into two 
separate listed companies housing 1) the Commercial Vehicles business 
and its related investments and 2) the Passenger Vehicles businesses 
including PV, EV, JLR and its related investments.  

• It will be implemented through an NCLT scheme of arrangement and all 
shareholders of TML shall continue to have the identical shareholding in 
both the listed entities. It is expected to be completed in 12-15 months.  

Our View 

• This is sentimentally positive for the company as in the long run it will give 
investors the choice of ownership in business segments i.e. one can either 
own cyclical CV business or more growth enduring PV business. Another 
long-term positive of having a separate listed CV entity is that this 
business can approach capital markets for incremental capital 
requirement (to support Electric bus business). A potential value unlocking 
event post this separation of businesses into two listed companies could 
also be listing of its Electric PV business wherein it enjoys dominant market 
share, improving profitability and group support though battery plant. 

• However, we don’t see this as any value unlocking event as the respective 
businesses were being adequately valued in our SoTP based valuation 
methodology. On forward basis i.e. FY26E, we have been assigning an 
EV/EBITDA multiple of 10x to its Indian CV+PV business, ~2.2x EV/EBITA 
for its JLR operations, valuation pegging at its EV arm + Tata Technologies 
stake to arrive at a fair value of ₹1,000/share. The valuation multiple being 
assigned to respective businesses are closer to their peer-set.  

Rating and Target Price 

• In the interim given the scope of minor re-rating at its India PV business 
amidst improving profitability we raise our India business EV/EBITDA 
multiple to 12x from 10x earlier, with our SoTP based target price now 
revised to ₹ 1,085. We continue to assign HOLD rating on the stock.  

• In our view, Tata Motors CV business is likely to do an EBITDA of ~₹10,000 
crore in FY26E which should fetch them a market cap of ~₹1-1.2 lakh crore 
and ~₹ 265-320 as price per share.  

 Key Financials (₹ crore) FY20 FY21 FY22 FY23
 5 year CAGR 

(FY18-23) 
FY24E FY25E FY26E

 3 year CAGR 
(FY23-26E) 

Net Sales 2,61,068.0 2,49,794.8 2,78,453.6 3,45,967.0 3.3% 4,40,502.7 4,74,803.2 5,05,736.0 13.5%
EBITDA 23,914.1     35,782.0     34,022.7     42,491.5     2.2% 68,716.5     71,174.1     77,861.0     22.4%
EBITDA Margins (%) 9.2               14.3             12.2             12.3             15.6             15.0             15.4             
Net Profit (11,975.4)   (13,451.3)   (11,441.5)   2,414.3       NM 20,014.1     22,812.2     26,322.4     121.7%
EPS (₹) (33.3)           (35.1)           (29.9)           6.3               54.4             62.0             71.6             
P/E (30.9)           (29.3)           (34.5)           163.4          18.9             16.6             14.4             
RoNW (%) (18.7)           (23.8)           (23.4)           4.6               28.2             24.8             22.7             
RoCE (%) 1.3               6.3               4.8               9.8               24.0             23.9             24.4              

 

Particulars 
 

Particular ₹ crore
Market Capitalization 3,78,757
Total Debt (FY23) 1,25,660
Cash and Invts (FY23) 55,854
EV 4,48,563
52 week H/L (₹) 1034 / 400
Equity capital (₹ crore) 766.0
Face value (₹) 2.0    

Shareholding pattern 
Mar-23 Jun-23 Sep-23 Dec-23

Promoter 46.4    46.4    46.4    46.4    
FII 15.3    17.7    18.4    18.6    
DII 17.7    17.4    17.4    17.3    
Other 20.6    18.5    17.9    17.8       
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Recent event & key risks   

• Announces de-merger of CV and 
PV businesses; both to be listed; 
mirror existing shareholding 

• Key Risk: (i) higher than 
anticipated margin gains at JLR 
(ii) lower than built in cash flow 
generation and debt reduction 

Research Analyst 

Shashank Kanodia, CFA 
shashank.kanodia@icicisecurities.com 
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Key Financial Charts and Valuation 

• With stupendous run up in Tata Motors stock price (>2x in last 1 year) and 
having captured much of the up move, we continue to assign HOLD rating 
to the stock. We now value it at ₹ 1,085 on SOTP basis (12x, 2.2x FY26E 
EV/EBITDA to India, JLR; ₹230 value to Indian E-PV & stake in Tata Tech.) 

• We see the present demerger exercise as less of a value unlocking event 
given that we have valued separate business segments in tandem with the 
valuations commanded by its relevant peer-set. We see this as 
sentimentally positive for the company and more of an intangible play with 
potential listing of CV arm helping TML to raise incremental capital for its 
CV business (Electric bus unit) and potential IPO of Electric-PV arm.  

Exhibit 1: SOTP valuation 

Particulars Parameters
FY26E EBITDA 

(₹ crore)
EV/EBITDA 
Multiple (x)

Resultant EV 
(₹ crore)

Tata Motors India business (CV, PV, Ex-Electric-PV) FY26E EV/EBITDA 15,005 12.0 1,80,064
JLR FY26E EV/EBITDA 57,974 2.2 1,28,701
India EV business (PV) ~11% stake sale @₹7,500 cr NA NA 60,682
Tata Technologies Stake Valuation 53.4% stake @ ₹ 45,000 crore NA NA 24,030
Other Investments 2.5x P/B on FY23 4,191 2.5 10,477
Total Enterprise Value (EV)         4,03,954 
Net Debt FY26E 5,048
Resultant Equity Value (target market cap) 3,98,907
Target Price per share (₹/share) 1,085

 

Source: ICICI Direct Research 

 

Exhibit 2: TML - CV Segment Volumes and Financials 

Volumes FY22 FY23 Q1FY24 Q2FY24 Q3FY24 FY24E FY25E FY26E
CV Domestic 3,22,182   3,93,317   82,225       99,178       91,735       3,81,327   3,91,323   4,10,890   
CV Exports 34,790       20,222       3,570         4,907         4,791         18,095       18,999       19,949       
Total CV 3,56,972   4,13,539   85,795       1,04,085   96,526       3,99,422   4,10,322   4,30,839   

Financials FY22 FY23 Q1FY24 Q2FY24 Q3FY24 FY24E FY25E FY26E
Sales (₹ crore) 52,301       70,816       16,991       20,087       20,123       79,884       82,885       88,770       
EBITDA (₹ crore) 1,935         5,240         1,597         2,089         2,234         8,388         9,117         9,765         
% 3.7% 7.4% 9.4% 10.4% 11.1% 10.5% 11.0% 11.0%

Tata Motors - Commercial Vehicle Business

 

Source: Company, ICICI Direct Research 

 

Exhibit 3: TML - CV Segment Potential Market Capitalisation Calculation 
Particulars Units Amount Amount
FY26E EBITDA ₹ crore 9,765              9,765              
EV/EBITDA Multiple x 10                   12                   
EV ₹ crore 97,647           1,17,176        
Approximate Net Debt (FY23) ₹ crore 14,500           14,500           
Net Debt (FY26E) ₹ crore 0.0 0.0
Ensuing Market Capitalisation ₹ crore 97,647           1,17,176        
No of Shares crore 368                 368                 
Target Price ₹ crore 265                 320                 

 

Source: ICICI Direct Research 

In our view, Tata Motors CV business is likely to do an EBITDA of ~₹10,000 crore in 
FY26E which should fetch them a market cap of ~₹1-1.2 lakh crore and ~₹ 265-320 
as price per share.  
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Financial Summary (Consolidated) 

Exhibit 4: Profit and loss statement                                    ₹ crore 
(Year-end March) FY23 FY24E FY25E FY26E
Total operating Income 3,45,967 4,40,503 4,74,803 5,05,736 

Growth (%) 24.2 27.3 7.8 6.5
Raw Material Expenses 2,26,470 2,75,816 3,00,088 3,19,135
Employee Expenses 33,655 42,434 44,674 47,336
Marketing Expenses 61,786 79,682 87,355 91,748
Capitalised Expenses -18,435 -26,146 -28,488 -30,344
Total Operating Expenditure 3,03,475 3,71,786 4,03,629 4,27,875
EBITDA 42,492     68,717     71,174     77,861     

Growth (%) 24.9 61.7 3.6 9.4
Product development Exp 10662 10361 11146 11909
Depreciation 24860 27091 29438 31861
Interest 10225 9958 6346 5296
Other Income 4633 6035 6156 6321
PBT 12,129     37,489     41,546     47,024     

Minority Interest 276 407 529 582
Total Tax 704 6334 7600 8779
Reported PAT 2,414       20,014     22,812     26,322     

Growth (%) -121.1 729.0 14.0 15.4
EPS (₹) 6.3            54.4         62.0         71.6          

Source: Company, ICICI Direct Research 

Exhibit 5: Cash flow statement                                         ₹ crore 
(Year-end March) FY23 FY24E FY25E FY26E
Profit after Tax 2,414.3  20,014.1 22,812.2 26,322.4 

Add: Depreciation 24,860 27,091 29,438 31,861
(Inc)/dec in Current Assets -12,075 -14,415 -7,099 -6,447
Inc/(dec) in CL and Provisions 9,223 28,620 10,793 9,733
Others 10,225 9,958 6,346 5,296
CF from operating activities 34,647   71,268     62,289     66,766     

(Inc)/dec in Investments 3,000 -250 5,750 -7,250
(Inc)/dec in Fixed Assets -22,075 -34,000 -35,000 -32,000
Others 3,662 1,553 -3,694 -4,465
CF from investing activities (15,412) (32,697)   (32,944)   (43,715)   

Issue/(Buy back) of Equity 0 0 -31 0
Inc/(dec) in loan funds -14,017 -25,000 -20,000 -10,000
Dividend paid & dividend tax 0 0 0 0
Inc/(dec) in Sec. premium 0 0 0 0
Others (incl finance costs) -8,873 -11,490 -8,185 -7,503
CF from financing activities (22,889) (36,490)   (28,215)   (17,503)   

Net Cash flow -3,654 2,081 1,130 5,548
Opening Cash 40,669 37,016 39,097 40,226
Closing Cash 37,016   39,097     40,226     45,775      

Source: Company, ICICI Direct Research 

 

Exhibit 6: Balance Sheet                                                     ₹ crore 
(Year-end March) FY23 FY24E FY25E FY26E
Liabilities

Equity Capital 766 766 735 735
Reserve and Surplus 44,556 63,038 84,012 1,08,128
Others 7,278 7,278 7,278 7,278
Total Shareholders funds 52,600     71,082     92,025     1,16,141 

Total Debt 1,25,660 1,00,660 80,660 70,660
Deferred Tax Liability 1,407 1,791 1,931 2,057
Long term provisions 13,197     14,600     13,363     11,705     
Minority Interest / Others 26,040 28,750 28,615 27,950
Total Liabilities 2,18,903 2,16,884 2,16,594 2,28,513 

Assets
Gross Block 3,89,734 4,21,234 4,55,734 4,92,734
Less: Acc Depreciation 2,58,495 2,85,586 3,15,024 3,46,885
Net Block 1,31,239 1,35,648 1,40,710 1,45,849 

Capital WIP 14,275 16,775 17,275 12,275
Total Fixed Assets 1,45,514 1,52,423 1,57,985 1,58,124 

Investments 26,379 26,629 20,879 28,129
Inventory 40,755 48,274 52,033 55,423
Debtors 15,738 18,103 19,512 20,784
Loans and Advances 2,303 2,932 3,160 3,366
Cash 37,016     39,097     40,226     45,775     

Total Current Assets 1,32,690 1,49,186 1,57,415 1,69,410
Creditors 72,056 90,514 97,562 1,03,918
Provisions 11,811 14,836 15,991 17,033
Total Current Liabilities 1,17,178 1,45,798 1,56,591 1,66,324
Net Current Assets 15,512     3,388       825          3,086       

Deferred Tax Asset 5,185 6,601 7,115 7,579
Application of Funds 2,18,903 2,16,884 2,16,594 2,28,513 

 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Key ratios 
(Year-end March) FY23 FY24E FY25E FY26E
Per share data (₹)

EPS 6.3 54.4 62.0 71.6
Cash EPS 71.2 123.0 142.1 158.2
BV 137.4 185.6 250.3 315.8
DPS 2.0 4.0 5.0 6.0
Cash Per Share 145.9 151.3 144.3 178.4
Operating Ratios

EBITDA Margin (%) 12.3 15.6 15.0 15.4
PBT / Net sales (%) 5.1 9.4 8.8 9.1
PAT Margin  (%) -7.0 -1.2 3.3 5.1
Inventory days 43.0 40.0 40.0 40.0
Debtor days 16.6 15.0 15.0 15.0
Creditor days 76.0 75.0 75.0 75.0
Return Ratios (%)

RoE 4.6 28.2 24.8 22.7
RoCE 9.8 24.0 23.9 24.4
RoIC 16.1 42.1 40.0 41.5
Valuation Ratios (x)

P/E 163.4 18.9 16.6 14.4
EV / EBITDA 10.6 6.1 5.7 4.9
EV / Net Sales 1.3 1.0 0.9 0.8
Market Cap / Sales 1.1 0.9 0.8 0.7
Price to Book Value 7.5 5.5 4.1 3.3
Solvency Ratios

Debt/EBITDA 3.0 1.5 1.1 0.9
Debt / Equity 2.4 1.4 0.9 0.6
Current Ratio 0.6 0.6 0.6 0.6
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% 

 

 

 

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  
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