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Rating matrix

Rating : Buy
Target 3241
Target Period 12 months

Potential Upside 1%

Key Financials

(% crore) FY10 FY11E FY12E FY13E
Net Sales 92519.3 123133.3  156457.9 173795.2
EBITDA 10407.3 17780.0 19570.6 22461.1
Net Profit 2516.9 9220.8 9754.8 10845.7
EPS (%) 9.0 29.1 30.6 34.0
Valuation summary
FY10 FY11E FY12E FY13E

PE (x) 241 1.5 71 6.4
Target PE (x) 26.8 8.3 79 71
EV to EBITDA {: 9.2 49 4.1 34
Price to book (: 1.5 0.7 0.5 0.4
RoNW (%) 31.3 46.0 35.2 29.6
RoCE (%) 18.3 24.2 24.0 24.2
Mcap 363744.9crore
Debt (FY11) 332791.4crore
Cash (FY11) 310947 .9crore
EV 385588.4crore
52 week H/L 261/138
Equity cap %637.7crore
Face value 32
MF Holding 14.8%
Fll Holding 24.1%
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Tata Motors (TELCO)

3 217
WHAT'S CHANGED...

Expectations surpassed as JLR “"Evoques”

Tata Motors (TML) has been one of our conviction stocks. TML has
allayed all the fears of the analyst fraternity regarding growth prospects in
JLR due to a so called “imminent recession” in CY11. The JLR business
has witnessed strong volume growth (up ~24% YTD FY12 at 2,17,108
units) led by popular Land rover products (Evoque, RR-Sport) at 1,77,364
units, up ~34% YTD. We have taken cognisance of the new growth orbit
of LR products, which has beaten our estimates. Considering this and JLR
we are more hopeful of witnessing a better domestic MHCV performance
in FY13E contrary to market expectations. We believe steeper interest rate
cuts and higher focus on GFCF (contribution to GDP at six year low) by
policy makers will help in a pick-up of business climate by ~H2FY13E.

= December 2011 volumes enter new orbit as “Evoque” ramps up

JLR reported all-time high monthly volumes of 30,981 units for December
2011, up ~45% with both Land Rover and Jaguar rising ~54% and 9%,
respectively. This has been accelerated by the first month of complete
global sales for “Evoque” of ~9,000 units. The geographical demand has
been fuelled by emerging markets like China, Brazil along with the
developed markets of the US. We believe any Euro zone volume
moderation will be easily overcome by strong emerging market demand.
We expect JLR to clock in excess of ~2,95,000 units for FY12E.

Outlook & Valuation

We remain positive on the long term outlook and expect to witness
upgrades both in terms of earnings and valuations for domestic as well as
JLR business. We have upgraded our SOTP target price of ¥ 241 and have
a BUY rating on the stock. All portfolio investors with a two year horizon
who had averaged at lower levels are advised to keep holding positions.

Exhibit 1: Valuation on SOTP method

Parameters Basis  Multiple  Per Share
Tata Motors Core business FY13E EPS 5.8 12.5 73
JLR FY13Adj EV/EBITDA 12827 35 149
Subsidiary valuation
Tata Daewoo FY13E NP 87.5 8.0 2
Tata Motor Finance FY13E NP 183.5 6.0 3
Tata Technologies FY13E NP 143.9 10.0 4
TML Drivelines FY13E NP 170.5 10.0 4
Value of other subsidiaries 14
Value post discount Holding company discount @20% "
Value of investments 0.2x BV of unguoted investments 9

Market value of quoted investments

Total value per share 241

Source: Company, ICICldirect.com Research
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We have upgraded our consolidated estimates for FY12E and FY13E due
to the better-than-expected performance of JLR, which may receive
strong currency benefits in both realisations/costs in case US$, EUR
turning favourable. We have raised our JLR volume estimates for
FY12E/13E by ~2%/3.4%, respectively, leading to a PAT rise of
~2.7%/3.0%, respectively. We have upgraded standalone EPS estimates
for FY13E by ~ 5.5% in light of our relatively contrarian positive view for
the MHCV segment.

We have valued the stock on an SOTP basis. In this, we have valued the
standalone business at 12.5x FY 13 adjusted EPS of % 5.8 to arrive at ¥ 73
and JLR at 3.5x EV/EBITDA to arrive at ¥ 149 and other major subsidiaries
at ¥ 11 (post holding company discount). We have also valued the
investment book of the company at 0.2x BV for unquoted investments
and market value of quoted investments to reach ¥ 9/share and arrived at
our target price of ¥ 221. We maintain our BUY rating on the stock. We
had been positive on Tata Motors and advised investors to make fresh
investments at all lower levels. Since the Q1FY12 recommendation, the
stock has given ~38% returns. It has outperformed the broader market by
~6% on an annual basis. All portfolio investors with a two year time
horizon who had averaged at lower levels are advised to keep holding
positions.

Exhibit 2: Revised consolidated financial metrics

FY12E FY13E
(X crore) 0ld New % Change Old New % Change
Net Sales 145,572.3 156457.9 1.5 160,227.1 173795.2 8.5
EBITDA 17,808.1 19570.6 9.9 20,439.9 22461.1 9.9
EBITDA Margin % 12.2 125 28 bps 12.8 12.9 17 bps
PAT 8716.2 9754.8 11.9 9818.8 10845.7 10.5
EPS (%) 21.3 30.6 12.0 30.8 34.0 10.4

Source: Company, ICICldirect.com Research

Exhibit 3: Jaguar Land Rover metrics

GBP mn FY10 FY11 FY12E FY13E
Total Volumes 193982 243621 295593 339583
Jaguar(nos) 23,939 52993 53476 60048
Land rover (nos) 146,564 190628 242116 271778
Net sales 6554.8 9905.1 12924.6 15334.9
EBITDA 432.2 1619.4 1956.3 2368.3
EBITDA margin(%) 6.6 16.3 15.1 15.4
PAT -14.3 1041.3 1083.0 1206.7

Source: Company, ICICldirect.com Research

Exhibit 4: Valuation table

Sales Growth EPS Growth PE EV/EBITDA RoNW RoCE
Rer) (%) ) (%) (x) (x) (%) (%)
FY10 92519.3 9.0 NC 241 9.2 31.3 18.3
FY11 123133.3 33.1 29.1 222.4 1.5 49 46.0 24.2
FY12E 156457.9 33.1 30.6 5.2 7.1 4.1 35.2 24.0
FY13E 173795.2 271 34.0 11.2 6.4 3.4 29.6 24.2

Source: Company, ICICldirect.com Research
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ICICldirect.com coverage universe (Auto OEMs)

Tata Motors Sales (T cr) EPS (%) PE(x) EV/E (x) RoNW (%) RoCE (%)
Idirect Code TELCO CMP() 217 FY10 92519.3 9.0 24.1 9.2 31.3 18.3
Target(3) 241 FY11 123133.3 29.1 1.5 49 46.0 24.2
Mcap (Zcr) 63745 % Upside 11.0 FY12E 156457.9 30.6 7.1 4.1 35.2 24.0
FY13E 173795.2 34.0 6.4 3.4 29.6 24.2
Maruti Suzuki
Idirect Code MARUTI CMP() 1108 FY10 28,958.5 88.2 12.6 1.3 241 31.7
Target(3) 1140  FY11 36,128.2 79.2 14.0 1.3 17.8 23.9
Mcap (Zcr) 32031 % Upside 2.8 FY12E 33,402.8 52.5 21.1 11.0 10.4 16.2
FY13E 39,629.0 84.4 13.1 7.8 14.8 24.2
M&M
Idirect Code MAHMAH CMP(R) 706  FY10 18602.1 35.9 13.3 13.9 31.9 25.8
Target(3) 714 FY11 23493.7 40.6 1.7 12.2 29.3 26.0
Mcap (Zcr) 43253 % Upside 1.2 FY12E 30088.8 43.4 11.0 1.1 24.3 24.3
FY13E 34000.8 48.5 9.8 9.4 23.6 25.1
Bajaj Auto
Idirect Code BAAUTO CMPRR) 1,453 FY10 12,043.5 58.8 24.7 15.5 58.1 55.0
Target(3) 1,537 FY11 16,975.0 115.4 12.6 11.2 68.0 59.1
Mcap (Zcr) 42031 % Upside 58 FY12E 20,228.3 104.0 14.0 8.4 47.2 57.5
FY13E 22,530.9 109.8 13.2 1.6 42.3 53.0
Escorts
Idirect Code ESCORT CMP(Z) 78 SY10 2,764.7 13.4 5.8 2.3 7.9 8.9
Target(%) 76 SYn 3,252.1 11.8 6.6 29 6.7 6.3
Mecap (Zcr) 801 % Upside -26  SY12E 3,606.3 8.4 9.4 2.7 4.6 6.0
SY13E 3,927.3 12.6 6.2 1.8 6.5 8.3
Hero MotoCorp
Idirect Code HERHON CMP(R) 1828 FY10 19,669.3 111.8 16.4 1.0 64.4 70.0
Target(3) 1835 FY11 19,401.2 96.5 18.9 114 65.2 74.1
Mcap (Zcr) 36552 % Upside 0.4 FY12E 23,582.2 121.9 15.0 8.0 86.3 91.2
FY13E 25,902.3 131.1 13.9 1.2 91.3 96.2

Source: Company, ICICldirect.com Research
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Exhibit 5: Recommendation History
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Source: Company, ICICldirect.com Research

Exhibit 6: Recent Releases

Date Event CMP Target Price Rating
15-Feb-11 Q3FY11 Result Update 247 305 STRONG BUY
8-Apr-11 Q4FY11 Preview 251 305 STRONG BUY
30-May-11 Q4FY11 Result Update 215 284  STRONG BUY
5-Jul-11 Q1FY12 Preview 203 284  STRONG BUY
16-Aug-11 Q1FY12 Result Update 160 244 STRONG BUY
5-Oct-11 Q2FY12 Preview 147 244 STRONG BUY
14-Oct-11 Q2FY12 Result Update 180 221 BUY
6-Jan-12 Q3FY12 Preview 204 221 BUY

Source: Company, ICICldirect.com Research
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ICICldirect.com Universe price movement vis-a-vis BSE Auto index

The chart compares the movement of OEM stocks in the
ICICIdirect.com Universe with the BSE Auto index, thereby
reflecting the degree of mimicking of the index

Since January 2011, Bajaj Auto and M&M have
outperformed while Maruti Suzuki and Escorts have
underperformed in comparison to the index by being
divergent on the upside and downside, respectively

N S
Escorts

May-11 Jun-11 Jul-11 Aua-11 Sen-11 Oct-11 Nov-11 Dec-11 Jan-12
BSE Auto Bajaj Maruti Tata Motors

—M&M Escorts Hero Honda

Source: Company, ICICIdirect.com Research

Exhibit 8: Ancillaries comparison with BSE Auto

The chart compares the movement of auto ancillary
stocks in the ICICldirect.com universe with the BSE Auto
index

The volatile nature of smaller ancillary companies is
reflected. These have met with numerous fluctuations
with the exception of larger market capitalisation
companies like Exide Industries, which mimic the index
greatly. JK tyre and Subros have grossly underperformed
due to the intense rubber price overhang and production
disruption at Maruti respectively.

May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Jan-12

——BSE Auto Auto AxI Bharat Forge
Balkrishna —JK Tyres —— Apollo Tyres
Subros Motherson Sumi Exide Inds

Source: Company, ICICIdirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps / midcaps, respectively, with high conviction;
Buy: > 10%/ 15% for large caps / midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;

Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICldirect.com Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com

ANALYST CERTIFICATION

We /I, Karan Mittal MBA, Nishant Vass MBA (FINANCE) Aman Daga MBA 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 personal views about any and all of 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 aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

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 reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities and affiliates”) are 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 is 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 may 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 of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities 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 and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
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 public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. It is confirmed that Karan Mittal MBA Nishant Vass MBA (FINANCE) Aman Daga MBA research analysts and the authors of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities,
which include earnings from Investment Banking and other business.

ICICI Securities or its subsidiaries collectively 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.

It is confirmed Karan Mittal MBA Nishant Vass MBA (FINANCE) Aman Daga MBA research analysts and the authors of this report or any of their family members does not serve as an officer, director or
advisory board member of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

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 come are required to inform themselves of and
to observe such restriction.
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