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Price INR 349.40

Rating SELL

Price Target INR 380.00

Difference -8%

Market Cap
INR 1.13 TLN 

USD 17.3 BLN

Simple Moving 
Avg. 10.3 mln

P/E 8.13x

Float 61%

Tata Motors (TTMT IN; TTM US)

Tata Motors (TTMT IN; TTM US) last 
share price in INR (blue) and volume 
(pink, in 100,000 shares)

Source: Bloomberg, August 13, 2015

‣ Jaguar Land Rover (“JLR”) had negative operating 
cash flow in Q1 FY2016 due to China inventory build-up and cash-
starved dealers asking for shorter payment cycles. 

‣ JLR’s EBITDA margins fell to 16.4% from 20.3% a 
year ago. Price cuts and marketing expenses will continue to hit 
margins.

‣ Since our initiation, the Tata Motors stock price in 
India has fallen 32%, while the US-listed ADR has 
fallen 37%. Given that Tata Motors has hit and actually fallen 
past our target price, we close our coverage.
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Tata Motors recently hosted its Q1 FY2016 conference call, which was 
dominated by questions on JLR’s China slowdown, suggesting that 

Street analysts have finally woken up to the massive cratering in demand 
for JLR vehicles in China. 

Despite this, analyst estimates remain stubborn. The mean 12-month 
target price for Tata is INR 519.25 vs a current market price of INR 355.20 
(August 12, 2015). Amazingly, Bloomberg shows that 90% of analysts still 
retain a Buy recommendation.

Highlights of JLR’s Q1 FY2016 results include:

‣ JLR’s China sales falling 33.4% YoY in Q1 FY16.
‣ EBITDA margin falling to 16.4% from 20.3%.
‣ Negative operating cash flow due to China inventory build-up 

and shorter payment cycles: Slower China sales saw finished goods 
inventory up 27% YoY to GBP 2.58 bln. Accounts payable were down 
10% as JLR’s customers requested shorter payment cycles. This sug-
gests that the cashflow positions of JLR’s customers are hurting, 
which is flowing upstream and hitting JLR’s cashflow management.

‣ Confirmation of 5-6% price cut for JV Evoque.
‣ Expectation of higher marketing expenses in both China and else-

where in the coming quarters.

Clearly, the outlook for China continues to be quite dire with low visibility. 
In contrast, JLR management continues to put on a brave face, wishfully (or 
naively) stating that:

“JLR believes China will continue to be a growing market for premi-
um vehicles and JLR – it is the largest car market in the world with a 
growing GDP and increasingly affluent consumers who will aspire to 
own premium vehicles.”

Closing Coverage
Since our initiation, the Tata Motors stock price in India has fallen 32%, 
while the US-listed ADR has fallen 37%. Given Tata Motors has hit and 
actually fallen further than our target price, we are closing our coverage.

Facing Up to the China 
Reality? Not Really

Since our 
initiation, the 
Tata Motors 

stock price 
in India has 
fallen 32%, 

while the US-
listed ADR has 

fallen 37%.
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This publication is prepared by J Capital Research Limited (“J Capital”), a Hong Kong registered company. J Capital is 
regulated as a company advising on securities by the Hong Kong Securities and Futures Commission (CE# AYS956) 
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authorized recipients and clients of J Capital for their general use in accordance with the terms and conditions of 
a Services Agreement and the J Capital Authorized User Content Agreement available here. Unauthorized copying 
or distribution is prohibited. If you are reading this publication without having entered into a Services Agreement 
with J Capital, or having received written authorization to do so, you hereby agree to be bound by the J Capital Non-
Authorized User Content Agreement that can be viewed here. J Capital does not do business with companies covered 
in its publications, and nothing in this publication should be construed as a solicitation to buy or sell any security 
or product. In preparing this document, J Capital did not take into account the investment objectives, financial 
situation and particular needs of the reader. This publication is intended by J Capital only to be used by investment 
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arising from any use of this publication and/or further communication in relation to this document. 
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