
Tata ff$"#t#rs aimas dmu$*$e-di$t Pv pnnnrth

ILR]VIARGINSTO
DECLINE 150 BPS

iN FYz5-27

TATA MOTORS' CONSOLI DATED

Ebitda rnargin of. 9.2o/o in |!,FY 26

came in belor'v otu: estima-tc of
1}.9olo due to weaker-thau-
expectecl performance a t ]LR and

I ndia PVs.Consolidated profit before

tax(PBT)was ahead of estimate due

to lower dePreciation and iower
interest expenses'f LRis facingmul-
tiple headwi nds, whiclr irrclude: (i)

tariff-led uncertainty for c'rports to
the US; (ii) demandwealcneqs in key

regions like Europe and China; and
(iil) rising variable marlreting
expense (vME), warrantY an d emis-

sion costs. Given these factors, man-
agement has refrained from giving

aiygtddance for FI26 artd bcYond'

Given the above headwinds, we

expect margin pressure to persist for

ILRand have factored in 15ObP mat-
gin decline overFY25-278' Even in
India,botl CVand PVbusinesses are

seeing moderation in demand. The

ou.tJl lttdi, business (PV+CV)

recorded ftee cashoutflowof {3,800
crore in Q1 after caPex of t2,200
crore. We reiterate Neutral with
|une-2 fi SoTPbasedTP of t6?1'

PR: Lurr.rry demand globa[Yhas

beenweak giventhe tariff-led uncer-

FI hIANCIALS & YALUATIONS
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taintyin keyregions.Howevet, once

the tariffs are set; management
expects the uncertalntYto go awaY,

adci hence, demand would reset to
thc newrrormal.Iatertns clf region-
wise clemand,US demand continues
to be strong and UK is stabie. How-
ever, EuropL remains utrcertaitr aud

China has beenweak due to the addi-

tional tax on luxuryvehicles. Mal-
agement has maintained its FY26

Ebit margin guidance at 5-7olowith
near nil free cash flow(FCF).

Indra CVs: Management exPects

the CV industry to post single-digit

voi,lme glouthin Q2 overalowbase.
Further,urilh normal monsoon and

festive sea-qon build-up,Tata Motors
expectsCVdentand to pickup in sec-

ond half.Hencc,it nraintains 5olovo[-

ume growth gr.ridance forthe indus-
try ii FY26.Among segments,the
company expeas heavY commcrcial
vehicles (uCvs) to post 3-50lo
grourth, intermediate and Light
Iomnrercial vetricles (trcvs) a bit
lower, srnall commercial vehicles
(SCVS) to remain flat.

India PVs: In India PVs, Tata

Motors continues to expect low sin-

gle-dj git $owth in PVs in FY2 6. Even

[o achie*,i t]-,is, demand will need to
oickup in the festive season and 2H,

siven thatthe fu st fourmonths have

feen flat tetail demand,with a 3olo

declineinthe lasttwomonths.Inter-
nal cornbustion engine (ICE) margin
is lil<elyto remain under pressure in
the nearterm.Howevcr,with a Pick-
up in demand,management exPects

ICE marginstorevive inthe medium
term,Tata Motors remains commit-
tedto adievingdouble-digit Xbitda

in the long run in PVbusiness.
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