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|_Recommendation | ___Subscribe | BACKGROUND

Price Band Rs 475-500

Bidding Date 22nd Nov - 24th Nov
Book Running Lead Manager JM Fin,, Citi , Bofa Sec
Registrar Linkintime
Sector IT

Minimum Retail Application- Detail At Cut off Price

Number of Shares 30
Minimum Application Money Rs. 15000
Discount to retail 0

ASBA

Payment Mode

Consolidated Financials (Rs Cr)

FY23 QMFY.Z 4
annualized

Incorporated in 1994, Tata Technologies Ltd (TTL), part of the Tata Group
& subsidiary of Tata Motor, is a pure-play manufacturing focused ER&D
company, primarily focused on the automotive industry .TTL is currently
engaged with 7 out of the top 10 automotive ER&D spenders and 5 out
of the 10 prominent new energy ER&D spenders in 2022. The company
have a diversified global client base from India, Europe, North America
and the rest of the world. Repeat business stands at 97.72% in H1FY24.
As of September 30, 2023, the company had 12,451 employees,
comprising 11,608 full-time employees (“FTEs”) and 843 contracted
employees.

Details of the Issue:

The public issue consists of Offer for sale of “Rs 3043 cr by Promoter (Rs
2314 cr) and selling shareholder (Rs 729 cr)

620 Tata Motor Shareholder Application:

Total Income 4,414 3,369
EBITDA 821
Adj PAT 624 469

Tata Motor Shareholder can apply in Shareholder category upto Rs

Lower Upper . -
Valuations(FY23) Band Band 200000 and also in public category

19269 20283

Market Cap (Rs Cr) Investment Rationale:

Adj EPS 15.38 15.38

PE 31 33 e Benefiting from Strong Parentage

EV/ EBITDA 22 23 e Diversifying client base by developing new customer relationships
18400 18886 e Growth in the industry, with higher penetration will lead to growth for

Enterprise Value (Rs Cr)

Post Issue Shareholding Pattern

Promoters 55.4%
Institutions 7.5%
37.1%

Bodies Corporates & Public

Offer structure for different categories

QIB (Including Mutual Fund) 50%
Non-Institutional 15%
Retail 35%
Post Issue Equity (Rs. in cr) 81.13
Issue Size (Rs in cr) 2890-3043

2

Face Value (Rs)

Akansha Jain Sr. Research Analyst
(+91 22 6273 8034)
akansha.jain@nirmalbang.com

the company
Strong financials

Valuation and Recommendation:-

Over FY20-23 Sales grew by 15.7% and came at Rs 4414 cr in FY23.
H1FY24 sales came at Rs 2526.7cr (+33.8% YoY). EBit margins have also
improved from 13% in FY20 to 16.5% in FY23. Going ahead The
automotive outsourced ER&D market is pegged at $18-20 billion and is
expected to grow at a CAGR of 11 % and reaching USD 27- 29 bn By
2026E.The company being a pure-play manufacturing focused ER&D
company, primarily focused on the automotive industry , will be benefit
from the growth in the industry .The company plans to strengthen
relationships with existing clients, target new high potential accounts
with large annual ER&D spends and new energy vehicle companies, to
drive the growth. ROE and ROCE also improved and stood at 20.9% and
24.3% respectively for FY23

With this, at the given upper price band of issue of Rs 500, Tata

Technologies is offered at annualized H1FY24 PE of 28.8x which we feel
is attractive. We recommend subscribing to the issue
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Business

Incorporated in 1994, Tata Technologies, part of the Tata Group & subsidiary of Tata Motor, is a pure-play manufacturing
focused ER&D Company, primarily focused on the automotive industry and is currently engaged with 7 out of the top 10
automotive ER&D spenders and 5 out of the 10 prominent new energy ER&D spenders.

The company has majorly 2 business:-

e  Services offerings which include providing outsourced engineering services for manufacturing clients and leveraging
digital technology to optimize the way in which a manufacturing company conceives, develops, manufactures and
services new products.

e Technology Solutions offering - which includes Products business comprising of the reselling of specific software that
manufacturing companies deploy to conceive, develop, build and service new products and Education business where
they work with colleges, universities, private enterprises and State Governments to equip the next generation of
engineers and technicians with relevant skills that are required by the global manufacturing industry.

FY20 Fy21 FY22 FY23 H1FY24

Services 2343.2 1914.4 2651.4 3531.2 1986.4
Automotive 1909.1 1573.4 2276.9 3131.5 1745.8
Others 434.1 341.0 374.5 399.7 240.6
Technology Solutions 508.9 466.5 878.2 883.0 540.3
Total Revenue 2852.1 2380.9 3529.6 4414.2 2526.7

Source: Company data, Nirmal Bang Research

Product Portfolio

TATA TECHNOLOGIES @ TATA
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The company have a diversified global client base from India, Europe, North America and the rest of the world.

FY20 FY21 FY22 FY23 H1FY24
India 30.1% 29.0% 32.4% 29.8% 35.1%
Europe 34.3% 31.0% 24.3% 22.8% 26.9%
North America 30.0% 31.9% 22.4% 21.4% 19.3%
Rest of World 5.6% 8.2% 20.8% 26.0% 18.7%

Source: Company data, Nirmal Bang Research

The client portfolio includes Anchor Clients (40.2% FY23 revenue) like TML and JLR , leading traditional OEMs like Airbus,
Mclaren, Honda, Ford, and Cooper Standard and tier 1 suppliers as well as new energy vehicle companies such as VinFast,
among others such as Cabin Interiors and Engineering Solutions, ST Engineering Aerospace. Repeat business stands at 97.72% in
H1FY24 . The company’s global delivery model leverages the skills and capabilities of their employees from various regional
centres, delivering value to its clients. As of September 30, 2023, the company had 12,451 employees, comprising 11,608 full-
time employees (“FTEs”) and 843 contracted employees.

Investment Rationale

Benefiting from Strong Parentage

As a part of the Tata Group, the company benefit from long-term relationships with both Tata Motors & JLR (collectively, their
“Anchor Clients”) have enabled the incubation of skills and capabilities in automotive sector, that has assisted them in pursuing
opportunities outside of the Tata Group

The association with the Tata group brand provides the company with a competitive advantage in attracting talent, benefiting
from Promoter's global network, exploring potential business opportunities, corporate governance practices. End-to-end
engineering expertise backed by parent's deep domain automotive expertise provides the company with a competitive edge
over other ER&D players.

Growth in the industry, with higher penetration will lead to growth for the company

The ER&D spend outsourced to third-party service providers reached $105 billion to $110 billion in 2022 is anticipated to grow
at a CAGR of 11-13% between 2022 and 2026. The automotive outsourced ER&D market is pegged at $18-20 billion and is
expected to grow at a faster rate than overall automotive ER&D spending during 2022 and 2026 by growing at a CAGR of 11 %
and reaching USD 27- 29 bn by 2026E

The company being a pure-play manufacturing focused ER&D Company, primarily focused on the automotive industry,
providing end-to-end solutions for EV development, manufacturing and after-sales services which are designed to help OEMs
develop competitive EVs while maintaining a balance between cost, quality and timelines may capture the arising opportunity in
the industry

Diversifying client base by developing new customer relationships

The company is diversifying its client base, with an emphasis on the acquisition of new clients, evidenced by the total number of
clients generating over $1 million in revenue increasing from 27 to 38 In H1FY24. The revenue from non-Anchor Clients, as a
percentage of revenue attributable to the Services segment, has also increased from 45.65% in FY20 to 59.8% in FY 23, which
also indicates diversification. The company has recently been empanelled by Airbus which is expected to become a strong
avenue of growth
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Client Contribution FY20

Anchor 1273.6
Anchor % of serv seg rev 54.4%
Top 5 Clients 66.6%
Top 10 Clients 75.4%
Top 20 Clients 83.7%

Services Seg Rev 2343.2
Source: Company data, Nirmal Bang Research

Tata Technologies Ltd

FY21 FY22 FY23 H1FY24
984.0 1069.6 1421.0 913.0

51.4% 40.3% 40.2% 46.0%

64.5% 65.8% 73.2% 70.9%

76.4% 77.7% 80.8% 80.1%

84.9% 77.7% 88.4% 88.0%
1914.4 2651.4 3531.2 1986.4

Client Concentration FY20 FY21 FY22 FY23 H1FY23 H1FY24
$50 million + 2 2 3 3 3 3
$20 million + 2 2 3 3 3 3
$10 million + 5 6 6 6 6 6
$5 million + 8 8 11 7 11 10
$1 million + 33 27 31 31 34 38

Source: Company data, Nirmal Bang Research

Strong financials

21 November, 2023

Over FY20-23 Sales grew by 15.7% and came at Rs 4414 cr in FY23. H1FY24 sales came at Rs 2526.7cr (+33.8% YoY).. EBit
margins has also improved from 13% in FY20 to 16.5% in FY23 . ROE and ROCE also improved and stood at 20.9% and 24.3%

respectively for FY23

Going ahead growth in industry with plans to strengthen relationships with existing clients, target new high potential accounts
with large annual ER&D spends and new energy vehicle companies accompanied with expansion of its digital engineering and
embedded capabilities would be the key growth drivers to the company.

Risk

e Top 5 clients contribute 70.9% to H1FY24 revenue. Any loss in client due to inability to renew contracts or failure to
secure large order from them may impact the revenue
e Revenues are highly dependent on clients concentrated in the automotive segment. An economic slowdown or factors
affecting this segment may have an adverse effect on business
e Company expect a significant amount of future revenue to come from new energy vehicle companies, many of whom
may be startup companies. Uncertainties about their funding plans, future product roadmaps, ability to manage
growth, creditworthiness and ownership changes may adversely affect business
e Exchange rate fluctuations in various currencies could materially and adversely impact business.
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Looking upon business of the company, we have compared Tata Technologies with LTTS, Cyient, KPIT, Tata Elxsi being into the

same industry

FY23 Figures

Revenue
CAGR (FY20-23)
EBIT

EBIT Margin
Adj. PAT

EPS

Wkg Cap Days
ROCE

ROE
Debt/Equity
EV/EBITDA

P/E

EV/EBITDA H1 FY24
annualised

P/E H1FY24
Annualised

LTTS
8,014
12.6%
1464.5
18.3%
1169.8
110.7

58
29.6%
23.6%

0.0

26.5

40.9

24.5

38.1

Cyient

6,016
10.8%
744.9
12.4%
561.1
50.7
51
17.1%
16.2%
0.3
20.3
36.2

20.5

30.9

KPIT
3,365
16.0%
486.5
14.5%
381.0

13.9

73
28.6%
23.1%

0.0

22.0
116.1

60.0

80.4

Tata Elxsi

3,145
25.0%
878.7
27.9%
755.2
121.3
101
42.1%
36.2%
0.0
52.6
68.4

50.0

66.4

Average

5,135
16.1%
894
18.3%
717

71
29.3%
24.8%

30.3
65.4

38.8

54.0

Tata Technologies
4,414
15.7%

726
16.5%
624
15.4
37
24%
20.9%
0.0
23.5
325

20.8

28.8

Source: NBRR, Company Data

Over FY20-23 Sales grew by 15.7% and came at Rs 4414 cr in FY23. H1FY24 sales came at Rs 2526.7cr (+33.8% YoY). EBit margins
have also improved from 13% in FY20 to 16.5% in FY23. Going ahead The automotive outsourced ER&D market is pegged at $18-

20 billion and is expected to grow at a CAGR of 11 % and reaching USD 27- 29 bn By 2026E.

The company being a pure-play manufacturing focused ER&D company, primarily focused on the automotive industry , will be
benefit from the growth in the industry .The company plans to strengthen relationships with existing clients, target new high
potential accounts with large annual ER&D spends and new energy vehicle companies, to drive the growth.

ROE and ROCE also improved and stood at 20.9% and 24.3% respectively for FY23.

With this, at the given upper price band of issue of Rs 500, Tata Technologies is offered at annualized H1FY24 PE of 28.8x which
we feel is attractive. We recommend subscribing to the issue
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Tata Technologies Ltd

218
2,100.3
2,142.2

0.0
266.2
35
271
2237
907.2

3,569.9

873
441
2326
7259
4571
935
5858
0.0
56.8
2521
783.4
201.4

21 November, 2023

FY23

218 811
2,2384 29083
2,280.2 2,989.5
0.0 0.0
2614 2554
256.2 51
453 s7.2
3366 6577
1,012.7 1,1749
4,156.4 5,139.7
1148 1228
362 320
1879 1803
7283 7829
527.7 298
769 1536
7682 11,1062
00 00
1137 1978
463 4902
869.4 9992
725.2 1,065.0

HI1FY23 HI1FY24

406 811
2,481.3 27720
2,481.9 2,853.1

0.0 0.0

2331 2599

37 24

S0.1 S48

3130 47986
1,0538 1,396.2
4,141.6 5,047.5

1147 1318

319 408

1696 1848

7088 76€8.2

0.0 89.8

893 1248

909.7 12247

00 0.0

1185 2450

4220 1208

9858 8145

5954 13048

3,569.9 4,196.4 5,135.7 4,141.7 5,047.9

P&l Frai FY22 FY23 HI1FY23 HI1FY24 ] Balance Sheot
Net Revenue 2,380.9 3,529.6 4,414.2 1,887.9 2,526.7 ShareCapitsl
% Growth -17% 48% 25% 33.8% OtharEquity
Purchase for technology solu 3383 688.5 6825 1773 4235 Networth
Employee benefits expense 1,2160 15127 19295% 8911 11319 Total Loans
Outsourcing and consultancy 2414 3558 569.7 2478 2505 Lease Liabllities
Other expenses 1955 2829 41186 1551 216.0 Othar Fin & non-curr Il
Total Expense 1,995.2 28839 3,593.2 15154 2,062.0 Provisions
EBITDA 385.7 €45.7 8209 3725 464.8 Trade payable
EBITDA Margin 16.2% 18.3% 186% 19.7% 18 4% OtherCurrentLiad
Depreciation 92.2 857 548 456 45.7 Total Equity & Liab.
EBIT 293.5 560.0 726.4 326.9 415.0 Fixed Assets & CWIP
EBIT Margin 12.3% 15.9% 165% 17.3% 16.4% Intangible asset
Cther Income 448 488 878 225 60.7 Right-of-use-asset
Interest 17.7 218 18.0 81 S5 Goodwill
PaT 320.7 586.9 796.2 3413 466.3 Investment
Exceptional item 54 Dafarred Tax Assets
PBT 3153 586.9 796.2 3413 466.3 Receivable
Tax 76.1 1488 1721 82.2 1144 Inventories
Tox rote 24% 26% 22% 24% 25% OtherFin& non Curr.
PAT 239.2 a37 624.0 259.1 351.9 Loans
Adj PAT 2338 437.0 624.0 259.1 351.9 Caszh & Bank
EPS [Post lssue) 5.8 10.8 154 6.4 8.7 Other Current assets
Total Assets
Ratios & Others FY21 FY22 FY2Z3 HIFY23 HIFY24 ] Cash Flow (Rs. Cr)
Debt / Equity 0.0 0.0 0.0 0.0 0.0 Profit Before Tax
EBITDA Margin [3%) 16.2% 18.3% 18.6% 19.7% 18.4% Provisions & Others
PAT Margin (5) 5.8% 12.4% 141%  13.7% 13.5% Op. profit before WC
ROE (%) 112% 192% 209% 209% 247% ChangeinWC
ROCE {%) 137% 246% 243% 263% 29.1% Less:Tax
CF from operations
Turnover Ratios FY21 FY22 FY23 HIFY23 HIFYZAET R T T
Debtors Days 81 75 91 e8 88 Paymentfor PPE
Invantory Days ] ] o 4] 0 Others
Creditor Days 34 35 30 35 CFfrom Investing
Asset Turnover (x) 0.7 08 09 0.9 1.0 Sharecapproceeds
Div paid
Valuation Ratios FY21 Y22 FY23 HIFY23 HIFY24 T
Price/Earnings (x) 868 464 325 391 288 CFfrom Financing
EV/EBITDA [x) 453 293 2358 258 20.8 NetChange in cash
EV/Sales [x) 80 54 24 51 3.8_op¢m'n¢ cash bal
Price/BV (x) 9.5 89 6.8 8.2 7.1 Closing Cash 8al

2l

3183
1021
417.4
805.7
-110.2
1,112.9
135
-13.7
£733
-£73.6

0.0
441
441
395.2
386.1
7813

Y22 Fya3
5869 7962
8258 67.2
6653 8634
-580.2 -2191
-127.8 2429
-38.7 4014
379 330
629 652
992 4553
742 4874
-295.9
0.0 0.0
4244 510
444 3469
89 4329
7771 B1S.7
7683 3828

H1FY23 H1FY24

3413 4663
386 304
3799 49%6.6
-1200 4218
915 826
168.4 7.8
87 248
-324 47 4
1390 6032
115.3 sS80.3
-295.9
00 <4950
-245 275
-3204 -5265
-36.6 46.0
7489 3828
7133 4286

Source: Company Dota,

NBRR
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are
for private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014
having Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India
Limited, BSE Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and ,
National Commodity and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments
and Currency Derivatives Segment .

IPO NOTE

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial
interest (Except Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or
material conflict of interest at the time of publication of the research report with the subject company. NBSPL or its
associates or Analyst or his relatives may or may not hold beneficial ownership of 1% or more in the subject company at
the end of the month immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of
securities of the company covered by Analyst during the past twelve months. NBSPL or its associates have not received
any compensation or other benefits from the company covered by Analyst or third party in connection with the research
report. Analyst has not served as an officer, director or employee of Subject Company. NBSPL / analyst has not been
engaged in market making activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for
the preparation of this research report and has taken reasonable care to achieve and maintain independence and
objectivity in making any recommendations.
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Disclaimer:

The Research Report is for the personal information of the authorized recipient and does not construe to be any investment, legal or
taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report shall be construed as a solicitation to
buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing the research report,
we did not take into account the investment objectives, financial situation and particular needs of the reader.

The research report has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part,
or distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the
information in the research report in any way. Though disseminated to all the customers simultaneously, not all customers may
receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving the research
report. The research report is not directed or intended for distribution to or use by any person or entity resident in a state, country or
any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBSPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or
warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or
update the information or opinions in it. NBSPL or any of its affiliates or employees shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in the research report. NBSPL or any of
its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-infringement.
The recipients of the research report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing independent
and transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of research report, the reader needs to consider, with or without the assistance of
an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances.
There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even
become valueless. International investors are reminded of the additional risks inherent in international investments, such as currency
fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBSPL accept any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of the research report and/or further
communication in relation to the research report. Here it may be noted that neither NBSPL, nor its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue
or lost profit that may arise from or in connection with the use of the information contained in the research report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance of
returns to investors.

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax. : 022 6723 8010
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