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Key Financials - Consolidated

Y/e Mar 2019 2020 2021 2022
Sales (Rs. m) 61,698 56,884 68,576 70,530
EBITDA (Rs. m) 7,245 6,624 11,268 9,512
Margin (%) 11.7 11.6 16.4 13.5
PAT (Rs. m) 4,789 4,723 8,715 7,365
EPS (Rs.) 55.8 55.0 92.2 74.1
Gr. (%) 33.8 -1.1 67.4 -19.6
DPS (Rs.) 2.0 25 5.0 7.0
Yield (%) 0.1 0.1 0.2 0.3
ROE (%) 19.6 16.3 21.4 11.7
RoCE (%) 21.4 17.8 23.2 12.4
EV/Sales (x) 4.0 4.4 3.6 35
EV/EBITDA (x) 34.2 37.4 22.0 26.0
PE (x) 36.1 36.6 21.9 27.2
P/BV (x) ) 9.2 7.9 54 35
Key Data ESCO.BO | ESCORTS IN
52-W High / Low Rs. 2,190/ Rs. 1,400
Sensex / Nifty 61,663 / 18,308
Market Cap Rs. 268.1bn/ $ 3,280.9m
Shares Outstanding 131.9m
3M Avg. Daily Value Rs. 1,222.2m
Shareholding Pattern (%)
Promoter’s 72.90
Foreign 4.81
Domestic Institution 7.78
Public & Others 13.24
Promoter Pledge (Rs bn) -
Stock Performance (%)
M 6M 12M
Absolute 1.3 23.1 11.8
Relative 3.1) 10.3 8.5
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Escorts Kubota (ESCORTS IN)

Rating: Not Rated | CMP: Rs2,032 | TP: NA

EKL to take the big leap

We attended Escorts Kubota Ltd’s (EKL) Investor Day, where they announced
their MTBP (i.e. Medium-term business plan). The company laid out
aspirations for 2023-2028, where it plans to avail benefits from Escort’s frugal
presence with high
technology standards. This global strategic partnership aims at creating an

manufacturing and Kubota’s diversified global

exceptional commercial reach, in our view. The company also targets 2.5x
revenue by FY28 (~Rs 91bn in FY22 for EKL+EKI+KAI), through expansion of
existing product portfolio across segments and increased exports.

EKL’s major focus areas will be (1) improving market share in domestic as
well as export markets, (2) jointly creating specialized products for the world,
(3) ensuring quality assurance through Kubota Production System (KPS) and
(4) strategic sourcing. At CMP, stock is trading at 23.6x FY24E (Bloomberg
Estimate) PE. Not Rated.

® Agri-machinery segment: EKL aspires to create a challenger’s position in
domestic tractor industry. It also aims for No.1 position in Combine Harvester
and Rice Transplanter, besides being amongst Top-3 in Agri implements
space. The company plans for (1) Brand expansion - 1.5-3x of portfolio
expansion (2) Channel expansion — wherein dealers will now become multi-
brand dealers and EKL aims dealer network expansion by 50%, (3) Winning
market - by leveraging presence of Escorts and Kubota in different zones. (4)
finance -

Retail partnering with various banks/NBFCs and exploring

opportunities to create a captive finance arm and (5) Digital transformation.

®  Exports — 15-20% of sales by FY28: EKL will focus on increasing export
volumes, as India is a low-cost manufacturing base for global markets. It
aspires to have leadership position in India-led tractor exports while creating
strategic hub for global sourcing. This will be done through multi-brand
strategy, channel expansion, product enhancement and parts supply to the
global Kubota network.

® Construction equipment (CE) and Railway Division (RED): (1) For CE
business EKL aspires to be No. 1 in Material Handling, Pick & Carry Crane,
and Mini Excavators through portfolio expansion and doubling of channel
strength. Kubota is global leader in the Mini Excavator space. (2) RED is
targeting ~3x revenue growth for next 6 years and leveraging opportunities in
the Railway segment. Focus remains on diversifying customer base for risk
mitigation.

"  Capital allocation strategy: EKL also aims to invest up to 5% of its net profit
in R&D and innovation and 40% as shareholder return. It has planned for capex
of Rs 35-40bn towards greenfield expansion, products, innovation and
technology.

We believe that the strategic partnership between Escorts and Kubota will
likely create synergies to help EKL create world-class technology driven
products, better production system, and build large scale operations.
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Exhibit 1: MTBP focuses on five key areas for the next 5 years 2023-2028
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Source: Company, PL

Existing business- 2.5x sales with higher margins

Exhibit 2: Mid-term Business Plan - Aspirations

( Crore) EK]_FE;:)i?:tion
Revenue (Rs. Crore) 9,068 > 25X
Export Revenue to Total Revenue% ~6.4% 15~20%
Operating profit (EBIDTA %) 10.8% Mid Teens
ROCE ~17% 25%~30%
ROE ~13% =18%

Source: Company, PL

EKL wants to create a challenger’s position and be on No.1 position in Combine
Harvester and Rice Transplanter, besides being amongst Top-3 in_implements

space. Accordingly, it has planned for brand & product enhancement, channels
expansion, market share gains, retail financing and digital transformation.

® Brand & Product Enhancement — 1.5-3x of portfolio expansion across brands

" Channel Expansion — To be a key enabler. Currently, Escorts has 1100+
dealers and KBT has 300+ dealers. Now, dealers are becoming multi-brand
owners. Dealer network expansion is 1.5x.

"  Winning Market — Currently, Escorts has strong presence in Northern and
Eastern markets, whereas Kubota has built its network in South and West. EKL
will now leverage presence of Escorts and Kubota in different zones. Also,
Kubota brand has its strength in wetland application production, whereas
Farmtrac and Powertrac are largely in dry land and haulage products.

" Retail Finance — EKL will partner with various banks and NBFCs. In future,
the company might also explore opportunities to create a captive finance arm.

November 21, 2022 2



“., Escorts Kubota

" Digital transformation will take place through an online platform, contactless
sales and other applications.

R&D and innovation Centre

"  The company has comprehensive range of models catering to various needs
of customers. It also has a strong product portfolio for exports market.

Exhibit 3: Comprehensive range of products for domestic and export markets

KUBOTA India FARMTRAC POWERTRAC
(21 - 55 HP) (20-110 HP) (15 - 90 HP)
& with

Comfortable Application Suitability & Application focus
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?:;T;Sﬁ;n:& ?r?ggzg‘%: 75 t0 90 hp range 50 10 110 hp range
Vlriljesards 8 - Suitable for apphcanons inside rows of - Agri and Non Agri usage
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- FT25G Electric tractor
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Source: Company, PL

Exhibit 4: Farm solution product range

Rotary Tillers Orchard Sprayer Mini-Round Baler Plough Self-propelled sprayer

o

Source: Company, PL

® EKL along with KBT will create strategic development base for affordable
products and leading innovations. Both will jointly manufacture specialized
products for the world. The company will be part of Kubota’s global R&D center.
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Exhibit 5: EKL will have shared services for its R&D and innovation

Outsource Development Themes
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Develop and submit }ﬂ
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Shared Services

KRDA
(Thailand)

Source: Company, PL

80% capacity expansion, more component outsourcing

®  The company currently has 5 manufacturing facilities and targets for one more
by 2028, which will take capacity for tractors and engines from ~1.7 lakhs units
to ~3 lakhs units. This will be a greenfield project.

" Management highlighted, even a 5% shift in total buying of components
sourcing globally to India would mean about USD 500 million worth of potential
exports. Its aspiration for FY28 captures a part of this potential.

"  Kubota’'s worldwide buying value of components is about $ 8.7 billion. It is
currently sourcing components mainly from China, Thailand and certain parts
from India. With this joint partnership Kubota now targets to increase its
manufacturing from India by securing supply volume for KBT businesses,
reducing existing cost and using strong EKL supplier network.

Quality assurance

® To establish total quality management system. EKL will adopt Kubota

Production System (KPS) to ensure best quality products, customer

satisfaction, cost optimization and sustainability.

® KPS will aid in (1) end-to-end deployment of Total Quality Management
principles, (2) streamlined manufacturing processes and smart facilities, (3)
improving efficiency and productivity across value chain, (4) supplier
development and capability enhancement, and (5) sustainable manufacturing
processes to reduce waste and minimize environmental impacts.
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Exports — EKL to be low cost mfg. hub

Given issues of shrinking agricultural land due to increased urbanization, the

country is in huge necessity to increase its exports. Also considering growing world

population, food security has become an important parameter.

EKL plans to focus on increasing its export volumes, as India is a low-cost
manufacturing base for global markets.

It aspires to have leadership position in India-led tractor exports, while creating
a strategic hub for global sourcing. This will be done through multi-brand
strategy, channel expansion, product enhancement and parts supply to global
Kubota network.

It will expand Farmtrac and Powertrac brands via EKL Channel & E-KUBOTA
Brand via KBT global channel. EKL aims at doubling its export offerings.

The company will also work towards strengthening EV portfolio for mature
markets and expanding its product range up to 110 HP.

Exhibit 6: Channel expansion plans through leveraging KBT channel

Source: Company, PL

Leverage KBT Global channel with EK brand
Strengthen EKL channel presence with FT/PT brand
Both KBT and EKL to streamline distribution network globally

KBT/EKL
Distributors

KBT Sales
Companies
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Construction equipment segment

" EKL aspires to be No. 1 in Material Handling, Pick & Carry Crane and also in

Mini Excavators.

The company aims to double its market share in this segment through portfolio
expansion and doubling of channel strength. Kubota is global leader in the Mini
Excavator space.

Exhibit 7: Plans to expand product offering and innovation

Expanding Core Products Rough Terrain Crane Mini Excavator

Material Handling ~ Earthmoving  Road Construction Material Handling Earthmoving

New technology Models with Better Features, More Productive & Connected Machines

Safety, GPS, Remote monitoring, Theft prevention, Fleet management etc.

Hybrid & Alternative Fuel

Source: Company, PL

Exhibit 8: Construction equipment industry

EKL Present in 3 major Segment of
Earthmoving, Material Handling

Material
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Concrete
Eguipment
11%

Road Equipment EKL Present in 54% by Volume of
total CE Industry
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and Road Equipment
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-
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radtpti

FY22 Industry Volume %

Source: Company, PL
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Railway Equipment Division (RED)

Over last 6-7 years, Escorts’ RED delivered revenue CAGR of ~20%. In FY22, it
recorded ~33% revenue growth. As of Sep-22, it has order book of Rs 9bn.

"  This growth is majorly driven by expanding product offerings, exports and
faster commercialization of products.

" RED is targeting ~3x revenue growth for next 6 years and leveraging
opportunities in the Railway segment.

= EKL will not only focus on product localization, but also higher-margin products

"  Focus also remains on diversifying customer base for risk mitigation.

Capital allocation strategy

" EKL plans to invest upto 5% of its net profit in R&D & innovation and 40% for
shareholders return.

" The company has planned for capex of Rs 35-40bn towards greenfield
expansion, products, innovation and technology.

®  Currently EKL has liquidity position of Rs 50bn and remains debt free.

Exhibit 9: EKL’s capital allocation plan

Capital Allocation Strategy > Profitable Growth € Kuhola

Escorts Kubota Limited

EKL is focused on its Key priorities for Cash Deployment Strategy through Mid-Term Business Plan

Investment in R&D & Innovation Upto 5% of Net Profit
Shareholder return (including buybalck) Upto 40% of Net profit
Total Capital (Reserves + Cash Applications

New Cash Generation}

1. Core Business Growth (% 3,500 ~ ¥ 4,000 crore)
Products, Innovation & Technology
Green field Expansion

oo

2. Debt Repayment (for merging entities)

Cash Generatiod
(FY24 - FY28) 3. Inorganic Opportunities

4. Buy back & Distribution

= Mustrative Cash Generation chart

*Amount are in Broad range and timelines to be decided basis industry and business moves

Escorts Eubota Limited

Source: Company, PL
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Analyst Coverage Universe

Sr. No. Company Name Rating TP (Rs) Share Price (Rs)
1 Ashok Leyland BUY 200 148
2 Bajaj Auto Hold 3,865 3,571
3 Bharat Forge BUY 950 859
4 CEAT Accumulate 1,775 1,617
5 Eicher Motors BUY 4,190 3,701
6 Endurance Technologies BUY 1,600 1,394
7 Exide Industries UR - 157
) Hero Motocorp BUY 3,175 2,598
9 InterGlobe Aviation Accumulate 2,015 1,798
10 Mahindra & Mahindra BUY 1,500 1,287
11 Maruti Suzuki BUY 10,230 9,493
12 Tata Motors BUY 520 433
13 TVS Motors BUY 1,275 1114

PL’s Recommendation Nomenclature (Absolute Performance)

Buy . >15%

Accumulate : 5%to 15%

Hold . +5% to -5%

Reduce : -5% to -15%

Sell © <-15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Ms. Mansi Lall- MBA Finance Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this report, hereby certify that
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commaodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

Itis confirmed that Ms. Mansi Lall- MBA Finance Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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