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Tata technologies Ltd is a leading global engineering services
company offering product development and digital solutions,
including turnkey solutions, to global original equipment
manufacturers (“OEMs”) and their tier 1 suppliers . Company
endeavor to create value for its clients by helping them develop
products that are safer, cleaner and improve the quality of life for
their end-customers. Company have deep domain expertise in the
automotive industry and leverage this expertise to serve its clients
in adjacent industries, such as in aerospace and transportation and
construction heavy machinery (“TCHM”)..

VALUATION

Company is bringing the issue at price band of Rs 475-500 per
share at p/e multiple of 29x on post issue annualized H1FY?24
PAT basis. Company with deep expertise in the automotive
industry has differentiated capabilities in new age automotive
trends — electric vehicles, connected and autonomous.
Company’s strong digital capabilities bolstered by proprietary
accelerators with marquee set of clients across anchor accounts,
traditional OEMs and new energy Vvehicle companies along with
well-recognized brand & experienced Promoter, board of
directors management team is infusing optimism in company’s
fundamentals. Hence ,looking after all above we recommend

SUBSCRIBE

Price Band (Rs./Share)

475-500

Opening date of the issue

22" Nov ‘2023

Closing Date of the issue

24t Nov ’2023

No of shares pre issue

405668530 Eq Shares

Issue Size

Rs 2890-3043 Cr

Offer For Sale

60850280 Eq Shares

Face Value (Rs/ share)

Rs 2/share

Bid Lot

30

BIDDING DETAILS

QIBs (Including Anchor)

50% of the offer (Approx
26368453 Eq Shares)

Non-Institutional

15% of the offer (Approx
7910537 Eq Shares)

Retail

35 % of the offer ( Approx
18457919 Eq Shares)

Employee Reservation

2028342 Eq Shares

Lead managers

JM Financial, Citigroup Global,
BofA Securities

Registrar to the issue

Link Intime India Pvt Ltd

“Subscribe” on issue

WHAT WE LIKE

Deep expertise in the automotive industry

Company’s comprehensive portfolio of services for the automotive industry addresses the product development and enterprise
optimization needs of traditional OEM’s and new energy vehicle companies, together with their associated supply chains. Company’s
automotive ER&D services span the entire automotive value-chain and includes concept design and styling, tear down and
benchmarking (“TDBM?”), vehicle architecture, body engineering, chassis engineering, virtual validation, ePowertrain, electrical and
electronics, connected, manufacturing engineering, test and validation and vehicle launch. In addition to the spectrum of discrete
service offerings, company also offer turnkey full vehicle development solutions for traditional internal combustion engine (“ICE”)
powered vehicles, plug-in hybrids (“PHEV”) and battery electric vehicles (“BEV”) which have been developed over a period of 10
years.

Marquee set of clients across anchor accounts, traditional OEMs and new energy vehicle companies
Company have a diversified global presence across Asia Pacific, Europe and North America and partner with many of the largest
manufacturing enterprises in the world. As of September 30, 2023, company’s clients are comprised of more than 35 traditional
automotive OEMs and tier 1 suppliers and more than 12 new energy vehicle companies. Company’s client portfolio includes its
Anchor Clients, TML and JLR, leading traditional OEMs and tier 1 suppliers such as Airbus, McLaren, Honda, Ford, and Cooper
Standard as well as new energy vehicle companies such as VinFast, among others such as Cabin Interiors and Engineering Solutions,
ST Engineering Aerospace. Company’s key accounts are comprised of seven out of the top 10 and 12 of the top 20 global automotive
ER&D spenders and five out of the 10 prominent new energy ER&D spenders globally.

Well-recognized brand with experienced Promoter, board of directors and management team
Company benefit from the strong track record, reputation and experience of company’s Promoter, TML, which is part of the Tata
Group. The Tata Group is one of the leading business conglomerates in India, with a heritage of over 100 years. The Tata Group was
recognized as the most valuable Indian brand in 2022 in the Brand Finance India 100 2022 report.
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COMPANY BACKGROUND

Company primarily categorize its lines of business as follows:
Services:

Company’s primary business line is services (“Services”), which includes providing outsourced engineering services and digital
transformation services to global manufacturing clients helping them conceive, design, develop and deliver better products. Company’s
Services business contributed 335,311.55 million and X19,863.90 million to company’s revenue from operations in Fiscal 2023 and the
six-months period ended September 30, 2023, respectively, comprising 80.00% and 78.62% of its revenue from operations for the
respective periods.

Technology Solutions:

Company complement its service offerings with its Products and Education businesses (collectively, “Technology Solutions”). Through
company’s Products business company resell third-party software applications, primarily product lifecycle management (“PLM”)
software and solutions and provide value-added services such as consulting, implementation, systems integration and support.
Company’s Education business provides “phygital” education solutions in manufacturing skills including upskilling and reskilling in
relation to the latest engineering and manufacturing technologies to public sector institutions and private institutions and enterprises
through curriculum development and competency center offerings through its proprietary iGetl T platform. In Fiscal 2023 and the six-
months period ended September 30, 2023, company’s Technology Solutions business contributed 8,830.22 million and %5,403.12
million to its revenue from operations, respectively, comprising 20.00% and 21.38% of its revenue from operations for the respective
periods.

Company is a pure-play manufacturing focused ER&D company, primarily focused on the automotive industry and company is currently
engaged with seven out of the top 10 automotive ER&D spenders and five out of the 10 prominent new energy ER&D spenders in 2022.
Company’s automotive revenue attributable to the Services segment for Fiscal 2023 and the sixmonths period ended September 30,
2023 was ¥31,314.66 million and ¥17,457.56 million, respectively, comprising 88.68% and 87.89% of company’s revenue attributable
to the Services segment for the respective periods. Additionally, company’s revenue attributable to the Services segment from verticals
other than automotive for Fiscal 2023 and the six-months period ended September 30, 2023 was %3,996.89 million and %2,406.34
million, respectively, comprising 11.32% and 12.11% of its revenue attributable to the Services segment for the respective periods.

Company’s domain expertise has also been recognized by industry bodies and external analysts. Company is positioned in the
“leadership zone” by Zinnov Zones for ER&D services ratings in 2023 for the seventh consecutive year. Company is also ranked first
among all India-based ER&D service providers and are among the top two globally, in electrification. For automotive ER&D services,
company is ranked firstamong India service providers and third globally among rated service providers by Zinnov. In addition, company
is also ranked in the “leadership zone” in the aerospace ER&D ratings in 2023 by Zinnov Zones and were ranked in the “leadership
zone” for digital thread by Zinnov Zones in 2021. Company also ranked in the “established-expansive” zone in the 2023 rankings for
Industry 4.0 by Zinnov Zones. Additionally, Frost & Sullivan recognized it as the ‘Company of the Year’ in 2020 for global digital
solutions in the enterprise modernization industry.

The strength of company’s client relationships is also evidenced by its improving net promoter score (“NPS”) where company is
positioned among the top 20 percentile of technology services players and its 98.38% repeat rate (based on the percentage of revenue
attributable to the Services segment in a period generated from existing clients) for Fiscal 2023 as well as company’s 97.72% repeat
rate for the six-months period ended September 30, 2023.

Company’s global delivery model leverages the skills and capabilities of its employees from its various regional centers, delivering
value to its clients. As of September 30, 2023, company have 19 global delivery centers spread across North America, Europe and Asia
Pacific, with each center staffed by a majority of local nationals enabling company to provide uninterrupted service to its clients and
tap into specialist skill sets in different geographies.

As of September 30, 2023, company had 12,451 employees, comprising 11,608 full-time employees (“FTEs”) and 843 contracted
employees. Company is part of the Tata Group, which has been recognized as the most valuable brand in India by Brand Finance, a
leading international brand valuation agency . As a subsidiary of Tata Motors Limited (“TML”), company benefit from long-term
relationships with both TML and JLR. The long-standing engagements with TML and JLR (collectively, company’s “Anchor Clients”)
have enabled the incubation of skills and capabilities that has assisted company in pursuing opportunities outside of the Tata Group.
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TATA TECHNOLOGIES LIMITED

INVESTMENT RATIONALE

Differentiated capabilities in new age automotive
trends — electric vehicles (“EVs”), connected and
autonomous

Company’s end-to-end solutions for EV development, manufacturing and
after-sales services are designed to help OEMs develop competitive EVs
while maintaining a balance between cost, quality and timelines. The first
step in creating EVs is a compelling vehicle concept and engineering design.
Company’s suite of product engineering solutions including outsourced
turnkey EV development, product benchmarking, electric vehicle modular
platform (“eVMP?”) for accelerating product development timelines and its
light-weighting framework can help OEMs develop products within
competitive timelines. Further, company’s suite of omnichannel after-sales
solutions powered by the Power of 8 platforms can help OEMs engage with
their EV customers early and manage the entire customer journey
effectively.

Strong digital capabilities
proprietary accelerators

bolstered by

Company’s suite of digital services and accelerators are designed to help
OEMs and tier 1 suppliers manage the entire digital product life cycle and
engage the customer throughout the product journey. The solutions leverage
its deep manufacturing domain knowledge and intimate understanding of
clients. Company’s solutions and accelerators across new product
introduction (“NPI”) increase the efficiency of automotive, TCHM and
aerospace clients in introducing new products to the market. Company’s
range of offerings span across digital product development solutions to
strengthen NPI processes, digital supply chain solutions for agility and risk
management, digital manufacturing solutions for better quality, agility and
operational efficiencies, digital customer experience and after sales
solutions to manage the entire customer journey effectively and digital
transformation solutions enabled by proprietary digital wall to manage the
digital thread.

Global delivery model enabling intimate client
engagement and scalability

Company have a global workforce of 12,451 employees serving multiple
global clients from 19 global delivery centers in Asia Pacific, Europe and
North America, as of September 30, 2023. Company’s globally distributed
execution model ensures balance between onshore client proximity and
offshore efficiency. This efficiency is achieved through leveraging its low-
cost offshore delivery model to move a greater portion of the work offshore
to India and Romania. With the right skill set at a global scale, an optimized
engagement model and a balance of onshore/offshore employees, company
is able to provide aligned onshore client proximity and support the iterative
nature of product development services together with the capacity and cost-
effectiveness of offshore delivery centers.

Proprietary e-learning platform leveraging
company’s manufacturing domain knowledge to
tap into the large upskilling and reskilling market

Technological innovations are driving change within the global
manufacturing sector, resulting in an increase in demand for new age
engineering skills and capabilities. Company’s digital and technology
capabilities and long-standing manufacturing expertise coupled with its
many years of experience of providing skills training, initially through
teacher led classroom training and subsequently through company’s
proprietary iGetlT platform, has positioned it to help address the growing
engineering upskilling needs. Company leveraged its manufacturing
expertise and its iGetIT platform to impart industry-oriented, job-specific
skills for reskilling engineers and technicians. The platform has over 25,000
hands-on exercises and over 2,000 courses across various skill sets,
including design thinking and multiple computer aided design (“CAD”)
software
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OBJECTS OF OFFER

The objects of the Offer are to (i) achieve the benefits of listing the Equity Shares on the Stock Exchanges; and (ii) carry out the Offer
for Sale of up to 60,850,278 Equity Shares by the Selling Shareholders.

RISKS

Company continue to derive a material portion of its revenues from its top 5 clients by revenue generated in each of the six-months
period ended September 30, 2023 and September 30, 2022 and for Fiscals 2023, 2022 and 2021 (“Top 5 Clients”) which include Tata
Motors Limited (its Promoter) and certain of its subsidiaries (other than Jaguar Land Rover Limited) (collectively, “Tata Motors™) and
Jaguar Land Rover Limited (and certain other subsidiaries of Jaguar Land Rover Automotive PLC) (collectively, “JLR”, and together
with Tata Motors, the “Anchor Clients”). If any or all of its Top 5 Clients were to suffer a deterioration of their business, cease doing
business with company or substantially reduce their dealings with company, company’s revenues could decline, which may have a
material adverse effect on its business, results of operations, cash flows and financial condition.

Source:RHP

INDUSTRY OVERVIEW
Overall Automotive ER&D Spend

The global automotive ER&D spend currently stands at $180 billion (14,758 billion), making it the largest contributor within the
manufacturing sector, constituting roughly 10% of the overall ER&D spend. In 2022, automotive ER&D spend reached $180 billion
(R14,758 billion) and is estimated to grow at approximately 7% CAGR to $238 billion (219,566 billion) by 2025. Notably, a substantial
portion of automotive ER&D spend is concentrated among the top 20 companies, accounting for 73% of overall spend. Within this,
digital engineering spend in 2022 amounted to $46 billion (Z3,776 billion) and is expected to grow at 16% CAGR to $85 billion (26,978
billion) by 2026. Digital engineering comprises of ADAS, infotainment, telematics and connected, cloud engineering, digital thread
initiatives, hybrid and electric technologies, embedded engineering, digital manufacturing, and digital twin-powered body design,
among others. Companies in automobile manufacturing have in the past rationalized their R&D budgets due to unfavorable
macroeconomic and production trends to reduce their costs but given the strategic nature of the product development, OEMs continue
to invest in product development even in recessionary environments.

As the demand for autonomous and connected technologies rises, driven by regulatory pressures for passenger safety and cost
considerations for OEMs, OEMs will maintain their commitment to providing improved and safer experiences to their clients through
the integration of connected and autonomous technologies. Furthermore, in response to the escalating need to meet carbon emission
targets, electrification is anticipated to take center stage in the automotive industry. Global automakers are planning substantial
investments, estimated at $1.2 trillion (99 trillion) through 2030, to develop and produce EVs, marking a significant shift away from
traditional combustion engines.

Additionally, factors propelling growth include a heightened emphasis on smart manufacturing, the integration of the digital thread, and
enhanced customer experience. Automotive ER&D Spend — Geography Split Global automotive ER&D spend is largely distributed
across three regions: Europe, Asia Pacific, and North America.

As of 2022, Europe accounted for 49% of the global automotive spend; APAC was the second largest and accounted for 38% of the
global spend, and North America accounted for 13% of the spend. In 2022, Germany contributed approximately 77% (approximately
$68 billion or 5,583 billion) of the spend from Europe. France was also a key geography and accounted for approximately $13 billion
(1,067 billion) of the ER&D spend, with players such as Renault and Valeo being the key contributors. Japan was the highest spender
in the APAC region, with players such as Toyota, Honda and Nissan. China was the largest market for BEVs and is emerging as a fast-
growing market with presence of OEMs such as BYD, and Nio causing their R&D expenditure to increase. Ford and GM are the top
spenders in North America, and new age firms such as Tesla are investing rapidly in this region.
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TATA TECHNOLOGIES LIMITED

Consolidated Financials (Rs in Mn)
Financials FY21 FY22 FY23 H1FY24
Total Revenue (A)

23809.11 35295.80 44141.77 25267.02
Total Expenditure (B)
19952.02 28839.18 35932.43 20619.52
EBIDTA
3857.09 6456.62 8209.34 4647.50
EBIDTA Margin
16.20 18.29 18.60 18.39
Other Income
448.27 488.02 877.52 607.22
Depreciation
922.00 857.10 945.54 497.41
EBIT
3383.36 6087.54 8141.32 4757.31
Interest
176.56 218.98 179.81 94.77
PBT
3206.80 5868.56 7961.51 4662.54
Extraordinary Items
54.15 0.00 0.00 0.00
PBT
3152.65 5868.56 7961.51 4662.54
Share of profit in associate
0.00 0.00 0.00 0.00
PBT
3152.65 5868.56 7961.51 4662.54
Tax
760.92 1498.65 1721.14 1143.53
PAT
2391.73 4369.91 6240.37 3519.01
NPM
10.05 12.38 14.14 13.93
ROE % 11.17 19.16 20.87 12.33
EPS 5.89 10.77 15.37 8.67
Eq Cap
418.07 418.07 811.34 811.34
Net Worth 21,421.54 22,801.61 29,894.71 28,531.27

(Source: RHP)

Peer Comparison

Company Name Face value P/E Revenue EPS NAV ROE %

from
operations
(Rs in Mn)
Tata Technologies 15.37
g 2 44141.77 53 73.65 20.87
Peers
KPIT Technologies Limited 13.95
10 80.31 33650.38 61.58 2291
L&T Technology Services 110.48
Limited 2 37.47 80136.00 470.66 23.54
Tata Elxsi Limited 121.26
10 61.55 31447.23 334.92 36.21
(Source: RHP)
Hem Securities Research 5



1§ Hem Securities

Building your wealth through values

BROKING | INVESTMENT BANKING | RESEARCH | TATA TECHNOLOGIES LIMITED

DISTRIBUTION | DEPOSITORY | PMS

DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed
to carry on the business of broking, depository services, merchant banking services, Portfolio Management Services and other
related activities. Broking services offered by HEM Securities Limited are under SEBI Registration No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No.
INH100002250 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only
and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of
any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved), and should consult his own advisors to determine the merits and risks of such investment. This should not be construed
as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for all
investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject HSL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this statement as may
be required from time to time. HSL or any of its associates / group companies 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 this report. HSL is committed to
providing independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading
and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past
performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein 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/company(ies) discussed herein or act as advisor or lender/borrower to such company (ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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