Tata Motors aims dﬂubieedigit PV growth

JLRMARGINSTO
DECLINE 150 BPS
INFY25-27

TATA MOTORS' CONSOLIDATED
Ebitda margin of 9.2% in Q1FY26
came in below our estimate cf
10.9% due to weaker-than-
expected performance at JLR and
India PVs.Consolidated profitbefore
tax (PBT)was ahead of estimate due
to lower depreciation and lower
interest expenses.JLR is facingmul-
tiple headwinds, which include: (i)
tariff-led uncertainty for exports to
the US; (i) demand weakness in key
regions like Europe and China; and
(iif) tising variable matketing
expense (VME), warranty and efnis-
sioncosts.Given these factors,man-
agement has refrained from giving
any guidance for FY26 and beyond.
Given the above headwinds, we
expect margin pressure to persistfor
JLRand have factored in 150bp mar-
gin decline over FY25-27E. Even in
India,both CVand PVbusinessesare
seeing moderation in demand. The
overall India business (PV+CV)
recorded free cashoutflowof ¥3,800
crore in Q1 after capex of 2,200
crore. We reiterate Neutral with
June-27E SoTPbased TPof X631,
JLR: Luxury demand globallyhas
beenweak given the tariff-led uncer-

FINAMNCIALS & VALUATIONS

Net Sales 1,39,700 - £,53,800
Ebitda 551,300 4,71,600
‘Adj, PAT ,32,600 168,400
Adj.EPS(R) 632 | 458
EPS Gr. (%) 8 -28
BV/Sh. (%) 3156 | 356.2
Ratios

Net D/E (x) 0.1 0.1
ROE (%) 23.1 13.6
RoCE (%) 142 10.5
Payout (%) 9.6 11.0
valyations

P/E () 100 | . 138
B/BY () 2.0 1.8
EV/Ebitda () 39 LA
Div. Yield (%) 1.0 0.8

Source: Company, MOFSL

tainty in key regions. However,once
the tariffs are set; management
expects the uncerteinty to go away,
and hence, demand would reset to
the newnormal. I terms of region-
wise demand, US demand continues
to be strong and UK is stable. How-
ever, Europe remains uncertainand
Chinahasbeenweakduetothe addi-
tional tax on luxury vehicles. Man-
agement has maintained its FY26
Ebit margin guidance at 5-7% with
near nil free cash flow (FCF).

India CVs: Management expects
the CV industry to post single-digit

volumegrowthinQ2 overalowbase.
Further,with normal monsoonand
festive season build-up,Tata Motors
expects CVdemandto pickupinsec-
ond half, Hence,it maintains 5%vol-
ume growth guidance forthe indus-
tryin FY26.Among segments, the
companyexpectsheavy commercial
vehicles (HCVs) to post 3-5%
growth, Intermediate and Light
commercial vehicles (ILCVs) a bit
lower, small commercial vehicles
(SCVs)toremain flat.

India PVs: In India PVs, Tata
Motors continues to expect low sin-

gle-digit growthin PVsinFY26.Even
to achieve this,demand will need to
pickup inthe festive seasortand 2H,
given thatthe first fourmonths have
seen flat retail demand, with a 3%
declineinthe lasttwomonths.Inter-
nalcombustionengine(ICE) margin
is likely to rernain under pressurein
the nearterm. However,witha pick-
upindemand, managementexpects
ICE marginstorevive inthe medium
term. Tata Motors rermnains commit-
tedtoachieving double-digit Ebitda
in thelong runin PVbusiness.
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