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Tata Motors Ltd. (TML) is doing exceptionally well when it comes to its operations in India. India’s largest CV maker has grown 
exponentially in FY18 while registering a stunning growth of 23% over last year and achieved a sales number of 449,433 units 
(including exports) for FY18. This growth was on the back of government’s push towards infrastructure development,             
restriction on overloading, road construction and mining activities along with increasing demand from e-commerce & FMCG 
application. A deeper analysis of the sales numbers reflect that CV sales is dominated by LCV which contributes around 58% of 
the total sales where realization is low compared to that from M&HCV. 
 

In the PV space, TML has made a brilliant comeback and reported a robust growth of 31% over last year. This was on the back 
of the increasing demand of Tiago & Tigor along with Nexa and Hexa gaining traction in the steadily growing UV segment. An in
-depth analysis reflects that its small car segment has de-grown by 4% over the last year while utility segment has grown by 
223%. So, any uncertainty or change in preference regarding utility vehicle might arrest its robust growth rate. 
 

JLR contributes around 80% of the consolidated revenues(FY17) and its performance is critically important for the success of 
TML. FY18 has been a lackluster year for JLR where it managed to grow only by 2%, as compared to 15%, a growth achieved in 
FY17. In FY18, UK and EU sales has de-grown by 13% (a drop from +16%) and 5% (a drop from +13%) respectively whereas 
North American sales remain flat with a meagre growth of 5% (a drop from +24%). Only Chinese market is providing JLR sales 
traction but it has grown by 20% in FY18, which was 32% for FY17.  
 

This clearly indicates demand slowdown for JLR products in the developed markets. Lack of new product launches, steep       
decline in-demand of the existing vehicles and rising competition in the premium SUV space are likely to have dampened the 
sales volume of JLR in FY18.  Recent announcement of reduction of Auto Import duty from Chinese Government is likely to   
augur well for JLR as it will bring down the prices of their products and make them more competitive but it is true for its peers 
also. Around 25% of the total JLR sales comes from Chinese market. So, uptick only in the Chinese market is not likely to nullify 
the falling sales in the developed markets owing to uncertainties related to Brexit and proposed higher taxes on diesel vehicles.  
Considering all the above mentioned factors unless JLR revamp their product line in a big way, the future of the JLR looks 
gloomy. Due to heavy reliance of on JLR sales, TML is likely to underperform in the near future. 
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Key Risks:  

 A demerger of JLR can help Tata Motors unlock its value and can put it in a sweet spot which is unlikely as majority of its cash flow and 
profitability comes from its JLR operations.  

 Adoption of EVs is likely to cause disruptions in the luxury segment and to address that JLR has launched “I-Pace” recently which might 
help JLR to accelerate its sluggish sales growth.  But, there is no clear visibility about the number of EVs JLR can sell going forward. So, it 
is highly unexpected that rising EV sales will be able to gauge the falling demand for its existing product line.  

Source: Bloomberg 

Particulars EV/EBITDA EV/SALES (FY19E) 

BMW 6.3 0.93 

Daimler AG 2.36 0.3 

Volkswagen 1.77 0.28 

Tata Motors Ltd. 3.39 0.45 

Tata Motors Vs. Nifty Auto  (Relative Returns)  
 
 



 


