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Embar king new growth

EscortsLtth & | Y2y 3 LYyRAIFIQ& fSIFRAYy3I Sy3aaysSsS
sectors of Agri Machinery, Material Handling & Construction and Railway Equipment
Key Highlights

Preparing for next league of growth in its Core BusiriEse Companwchieved a historit
milestone of more than 100,000 tractor sales and production, with tractor volumes t
24.1% to 1,06,741 units in FY21 as against 86,018 units in FY20. E®oftSis 2 T
foremost tractor manufacturers, offering more than 225 options in ther52HP segment
under the four marquee brandg Farmtrac, Powertrac, Steeltrac and Digitrac, witl
market share at 11.9% as of FY21. The mg&conomic picture for te industry remains
optimistic backed by good and strong monsoon, record Rabi harvest with sustaine:
prices, massive government spending on agricultqrdriven rural economy, etc. Th
uptrend in the demand is expected to continue going forward. Terdée robust demand
the company has undertaken an immediate expansion of production capacity from 1.
per annum to 1.5 per annum in FY22 as its capacity utilizations has reached peak
qpmr>> ¢S LINRP2SOG 9 a2 NI &25% hedvedii PYREY2ZBE. NS ¢
ECE the second pillar of growth is ready for ups\i@sgortsConstruction Equipment (EC
is the second large business for Escorts with 11.06% revenue share as of FY21. G
the construction equipment (CE) industry is depend majorly on road constructiol
activities. The whole CE industry has seen a slowdown inZ) 18 account of financin
and delayed payment for ongoing infra projects. In the end of FY21 the industry had :
started to recover due to government clearce of payments and increase in spends,
was adversely impacted due to Coudifl in March 202@21. But how we see situation
AYLINREOAY3I 6AGK | OOSt SN GSR @I O0OAYy L (A2
plan to invest Rs 111 lakh cores on isfracture projects by 20225. The majol
heavyweights in CE are earth moving equipment (backhoe loaders), contributing
share. Escorts is one of the leading players in CE primarily in the material handling
moving and road building segments.pkesent, the capacity utilization in ECE stood at ¢
which is expected to piekp on back of strong demand push Escorts being one of the la
pick and carry hydraulic mobile crane players is expanding network in the ex
geographies augmenting expe footprint through collaborations & cross busine
synergies which will drive the growth momentum, we project ECE revenue to grow at
between FY2FY23E.

Railway division is ready to come back with strong Macro Fattuesailwaycomponent
indula GNE Aa AYUNRyaroOltfte O2NNBtFGSR
increasingly indigenous over the years. Escorts railway division revenue share as of
6.83%. Escorts is Indian Railways approved supplier and present across diversifiexd
offering in safety and comfort components for railways and metro, with more that
decades of experience. The Company has collaborated with the technology leader
South Korea to develop wordlass brake systems for metro, high speed traind &ain
sets like the recently commissioned Vande Bharat Express. As of FY21, the comp
order book more than ~Rs 340 Cr which is expected to be completed in FY22. W
economy opening up due to reduction in Covid cases, strongtkmmg macro fators in
place, strong pipeline for fresh tenders backed by pantdemand and recent foray int
the Metro segment, we project revenue to grow at 3.64% between FNZBE.
ValuationEscorts is one of the few conglomerates which provides high degreeetdlb
ANRPoGK 00G2L) (2 o0200G2Y0X 6KAOK 02YSa LI
and its performance via-vis its competitors. Currently, the stock is trading at 15.2x F'
9t { @ 2S AYAUGAFGS O2@SNI 3S3 vpkide & R$ 1886 fo
the period of 12 months (upside of 24%) valuing the Company at 18.8x historical a
(other than shares held by Escorts Benefit & Welfare Trust/Treasury shares) on FY2
Financial Snapshot

on

Amit Yadav Particulars (Rs in Cr) FY19 FY20 Fy21 FY22E FY23E

Research Analyst Revenue 6262 5810 7014 7867 8773

ST Sl BT VLU EBITDA 725 662 1127 1268 1453
Profit after tax (PAT) 477 472 872 863 989
EPS (adjusted to treasury share 55.4 54.9 92.0 87.4 100.3
ROCE (%) | 216 17.7 201 | 196 | 193
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Disclaimer / Important disclosures

KIJMC CAPITAL MARKET $ERVIMITEIXIMCJs a full service, stock broking company, and is a member of BSE (Bombay
Exchange Ltd., and NSE (National Stock Exchange of India Ltd., KIMC Group and / or its affiliates and / or employeéasenasth
/ positions, financialpr otherwise have actual / beneficial ownership of over 1% at the end of the month immediately precedir
date of publication of the research in the securities mentioned in this report. To enhance transparency, KIMC has indaap
Disclosure of Irdrest Statement in this document. This should, however not be treated as endorsement of the views expresse
report. Our sales people, dealers, traders and other professionals may provide oral or written market commentary or trading st
to our clients that reflect opinions that are contrary to the opinion expressed herein. KIMC group may have earlier issuedsaerr
in future reports on the companies covered herein with recommendations/information inconsistent or different from thoseimg
this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, mighedive
realorLI2 G Sy GAlLf O2yFtA0la 2F AyGSNBadGed Ywa/ 3IANPRdAzLI Y #he N df ¢
information contained in one or more areas within KIMC group into other areas, units, groups or affiliates of KIMC G@&gpuf)
and its associates may in past, present or future have investment banking/advisory/other relationship witantesnmentioned
herein.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and arly ir
subject to significant uncertainties and contingencies. Projections and forecasts are necessarigtispeicunature, and it can be
expected that one or more of the estimates on which the projections and forecasts were based will not materialize oryw
significantly from actual results, and such variances will likely increase over time. Allipregeantd forecasts described in this repc
have been prepared solely by the analyst of this report independently of the KIMC Group. These projections and forecasts
prepared with a view toward compliance with published guidelines or GAAP. Yold stawiuregard the inclusion of the projection
and forecasts described herein as a representation or warranty by or on behalf of the KIMC Group, or specifically KIJMC
MARKET SERVICES LIMITED, or the analysts or any other person that these projeotiecasts or their underlying assumptior
will be achieved. For these reasons, you should only consider the projections and forecasts described in this reporefaifilgr
evaluation all the information in this report, including the assumptionsartyihg such projections and forecasts.

This report is for information purposes only and this document/material should not be construed as an offer to sell dicitatico
of an offer to buy, purchase or subscribe to any securities, and neither dlcisngent nor anything contained herein shall form tF
basis of or be relied upon in connection with any contract or commitment whatsoever. The price and value of the investfeeats |
to in this document/material and the income from them may go down &l ws up, and investors may realize losses on .
investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss ofaypitahe
may occur. Actual results may differ materially from those set forth in

Projections. Forwardboking statements are not predictions and may be subject to change without notice. KIMC Group
affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.

This report/document hs been prepared by the KIMC Group based upon information available to the public and sources, (ir
company sources) believed to be reliable. Though utmost care has been taken to ensure its accuracy, no representatiantpy \
express or impliets made that it is accurate or complete. KIMC Group or specifically KIMC Capital Market Services Ltd., has
the report and, in so far as it includes current or historical information, it is believed to be reliable, although itacscand
complegeness cannot be guaranteed. This information herein was obtained from various sources; we do not guarantee its &
or completeness. This document does not have regard to the specific investment objectives, financial situation and tharp.
needsof any specific persons who may receive this document and should understand that statements regarding future pr
many not be realized. Investors should note that income from such securities, if any, may fluctuate (either downsideedr ampsi
thad S OK &aSOdzNAGEQa LINAOS 2N OFtdzS Y& NARAS 2N Frif o t!
performance is not necessarily a guide to future performance.

KJMC and its associates may have managed @natwmged public offéng of securities, may have received compensation
investment banking or merchant banking or brokerage services, may have received any compensation for products or sewi
than investment banking or merchant banking or brokerage services frorsubgect company in the past 12 months. The subje
Company may have been a client of KIMC or its associates / affiliates.

KJIMC Capital Market Services Ltd. is registered under SEBI (Research Analyst) Regulations, 2014 and its Registratiors N
INHOMO001642.

There are no material disciplinary action that has been taken by any regulatory authority impacting equity researcheantiaitisis.

Analyst Certification

| hereby certify that the views expressed in this document reflect my personal vielso tertify that no part of my respectivi
compensation was, is, or will be, directly or indirectly, related to the views expressed in this document. | also ceitifiatteanot
served as an officer, director or employee of the Subject Company.
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Escorts Ltd - Business Overview

From a small agency house in 1944 to one of the largest engineering conglesera

in India.Escorts hakeen helping in enhancing the level of farm mechanization for
the past 75 years. Escorts is a leading engineering conglomaeatafacturing best
in-class equipment for agriculture, infrastructure and railways. Busre inceptio

the @ YLI ye KFER LXIF&@SR |y AYLI]2NII ysociof2t S
economic progress. Theo@pany helps farmers to facilitate food security for huge
population India and the world. Escorts is preferred partner in natjidmilding as

India bcuses on enhancing itsfiastructure capabilities. TheoBhpany also ensure
alr¥Sdeée yR O2YTF2NI FT2NJ LJ aasSy3aSNam Ay

Across businesses, theoiBpany aims to creat@ standard & dad Indian Farm
Mechanization Serves Industry by achieving®ostion in Indian Tractor Industry,
achieve @minant leadership posibn in Indian Crane Industrachieve leadership
position in Indian Railway Components Industryttie components segments. The
GCompany continue to increas collaboration, drive modernization and implement
FRAFYOSR YIFydzFl OGdzNAy3 LINF OGAOS&as a¢z2
LYRAF FYyR GF1S LYRAIFIQ& o0Said OFLIOAEAGA

Exhibit 1¢ Evolution in the Company
Year Journey So Far
1944  Foundation of Escorts laid by visionaries Mr Yudi Nanda and Mr H. P. Nanda
1948 Launch Escorts (Agri Machinery Ltd)
1954  Franchise of Massey Ferguson tractors for northern India
1961 Share isted on BSE
1969 JV with Ford motors to make Tractors
1971 Started production of Construction Equipment, introduced the concept of PnC cranes.
1974  Forayed into export markets for the first time
1977 Established an Independent R&D centre to develop new technologies
1979 Collaboration with JCB for backhoe
1991 Shares isted on NSE
1995 Launch Farmtrac End JV with Ford
1998 Launch Powertrac Brand of tractors
2003 End Collaboration with JCB
2005 Divested from other business to focus on tractors and construction equipment
2010 Launch DIGIMAX Brand of Backhoe
2016 Escorts Credit Partner with DLL for Financing and Auto part Business Divested
2017 Launched India's first Electric tractor concept, Farmtrac 26E
2018 Distribution Agreement with Doosan Indracore Co Ltd
2019 Collaborated with Kufita & enteredinto a JV with Tadano
2020 Deepened partnership with Kubota, where Kubota picked up 10% stake

2021 Launched the premium white line series in ECE Segment, Kubota tractor production commencement in 2021
Source: Company

Exhibit 2- Manufacturing Units & Capaty details

o8 Plants for tractor and components Faridabad, Haryana (Capacity 1,20,000 units)
ol Plant in Poland (100% subsidairy) catering to Eastern Europe

The Company hasndertaken an ! : ! ;
wl Plant as Escorts Kubota India JV with annual installed capacity of 50,000 tractprs

immediate expansion of its
production capacity(tractor) from
1.2 lakh pato 1.5 lakh pa

ol Plant in India for construction and material handling equipment at Ballabhgarhj
Haryana
il 0,000 units Annual production capacity
EC E ol Plant as Tadano Escorts JV at Ballabhgarh, Haryana

ol Plant in Faridabad, Haryana

wComponent wise annual capacity Air brake 18,0(0P Brake 3,600Coupler AARH
9,600- Brake Block 10,87,200Coupler Shaku 2160.

KJIMC Capital Marke$ervices Ltd
Escorts Ltd 4
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Exhibit3 ¢ Segment Contributions towards TotaleRenue

Historical Earnings

FY17 FY18 FY19 FY20 FY21

120.0%

100.0%

80.0%

60.0%

40.0%

20.0%

0.0%

m Escorts Agri Machinery (EAM)  ® Escorts Construction Equipment (ECE) m Railway Equipment Division (RED)

Source: Company

Exhibit4 ¢ Business Environment

Total income FY20: % 5,853.2 Cr.
FY21:% 7,083.9 Cr.

Railway Equipment Division

Escorts Agri Machinery

EAM's advanced agri-machinery & crop solutions ECE’s vast range of construction & material RED’s wide array of

help enhance agricultural productivity and add
value to a farmer’s life

handling equipment supports India’s
infrastructure growth

railway products aids the modernization of
Indian Railways

Revenue FY20:%4,437.6Cr.
FY21:% 5,667.3 Cr.

FY20: ¥ 839.8 Cr.
FY21:¥776.1 Cr.

Revenue

FY20:3477.2 Cr.
FY21:3479.0 Cr.

Revenue

Source: Company

4 )

The @mpany continuesto
embark on growth path while
leveraging the two brands
GCFNYGINFO 9 1tz
differentiate new products and
through dual distribution
strategy.

g J

Escorts Ltd

Exhibit5 ¢ Product Innovation

FARMTRAC
Prestigious & Powerful &
strong Brand Legacy

o AC
Efficient & Superior
In-House Engineering

Stealtrac

POWERTRAC-ALT

PowerTrae DS+

PowsrTrac ALT 3300

5 o

FarmTrac Classic FarmTrac Exscutive

ey ¥

PowerlTrac Euro

fowerlrac Eure

PowerTrac ALT 4000

Source: Company

KJIMC Capital Markebervices Ltd
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Exhibit6-9 ! a Qa t NR RdzOG 2 T Ttgudizafich oA G K RATTSN
T Premium

4 )

In terms of segmental
distribution, there was an
uptick in above 40HP tractor
which accounted for 62% of its
domestic sales in FY21 as
against 51% in FY20.

FARMTRAC
Mkt Sixe 2N

POWERTRAC

Compact Tractor

Low

(= 30 P
Nkt Size 1IN SteelTrac
Source: Company
Exhibit7 ¢ Presents of Escorts in Construction Application and Uses
Segment Major Equipment Types Applications Segment Escorts Presence
Mining
Roads
Earth Equipment Backhoe loader, Excavator, Wheeled load¢ Red Estate/Land Development V
Power

Railways/Metros
Erection work in projects
Power
Material Handling & Cranes Pick and Carry Cranes Steel V
Mining
Railway/Metros
Highway
Rural Roads
Road Building Equipment Compactors, pavers, asphalt finishers Airports V
Land Reclamation
Motor Graders
Irrigation Canals
Road Construction
Concrete Equipment Mixers, pumps, batching plants Building Construction U
Airports
Precast/ In situ
Stone Quarries
Material Processing Compressors, Crushers Mining U
Over ground blue metal crushing

Source: Company

KJIMC Capital Marke$ervices Ltd
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Indian Agriculture Industry ¢ An Overview
AgricultureLJt @& | @AGlIf NBES Ay LYRAIFIQa SO:

engaged in agridtural and allied sector activities (Census 2011) and accounts for
MT ®dy: 2F GKS 02 dzy (i NBE Qticurbriv@ided dusn 20828, ! RR
which is marginally higher than 17.7% in 2d85 Given the importance of the
agriculture sector, Governmeiof India has taken several steps for its development

in a sustainable manner. Steps have been taken to improve the income of farmers.
[A1ST G2 YAGAIFGS Nrnal Ay GKS | INROdz
,22FylLé o6tacC. ,0 ¢l a tldzyOKSR AYy Hnawmc®
India has the secongllargest arable land resources in the world, with 20-atjimate
regions, all the 15 major climate in the world exist in India. The country also has 46
to 60 soil types in the world. India is the largest producer of spices, puld&sten,
cashew and jute and the second largest producer of wheat, rice, fruits and
vegetables, sugarcane, cotton, and oilseeds. During -2016rop year, food grain
production reached a record of 296.65 million tonnes up by 11.44 million tonnes
comparedwith 285.21 million tonnes in FY19. Total area sown with Rabi crops was
34.8 million hectares by November,202Q 4% more than the previous season and
2% above the average of the last five years. According to the ministry of Agriculture,
44% of wheat andther Rabi crops were harvested out of a total of 97 lakh hectares
sownarea in the 20221 Rabi season. As of April 2021, a total of 73.76 lakh hectares
of Kharif crops was sown in the Kharif season, which was an increase from 60.67 lakh
hectares in theprevious year in the corresponding period. A total of 50.90 lakh
hectares of Kharif crops will be sown in the 221

Exhibit 8- There are two major agriculture seasons in India: Kharif and Ragkharif season lasts from April to September (summer)
¢ Rice (paddy) is the main crop and Rabi season lasts from October to March (winter).

Rabi area sown in 20201 (million hectares) as of Kharif area sown in 202@1 (million hectares) as of July
January 29,2021 31,2020
35
5.2 .
® Wheat uRice
- H Pulses u Pulses
: u Oilseeds m Coarse Cereals

m Oilseeds
m Coarse Cereals

. -
= Rice Sugarcane

m Cotton

Source: IBEF
Record monsoon activity in 2021, rainfall deficit has largely been recovered

Southwest monsoon season rainfall for the country as a whole during ¢)6e)
2021 has ben normal (9& 104% of LPA), hich augurs well for the industry in the
upcoming months.

Exhibit9 ¢ Rainfall time series (% Departure) for the southwest monsoon season

ALL INDIA (JUNE-SEP) RAINFALL %DEP
30.0
20.0
p—}
2 oo -l | III”I III |“”||-“ thi .lll.n|| | It -|l|
= 1T || " I || ||
= o
= &0.0
o =
-20.0
30.0
3 eSS SNSRI SRS S88E535S8880E8s
E885:5525882223333 2828285555288 82228828288¢8
YEAR

Source: Indian Meteorological Department (IMD)
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Exhibit10 ¢ Monthly Rainfall during Southwest Monsoon Season 2021
June July August September

Source: Indian Meteorological Department (IMD)

Exhibit11 - Consistent goodMinimum Support Price (MSR) A Game Changdp increase the Farmers Income. Statement showing
below Minimum Support Priceg Fixed by Government (Rs quintal)

Commodity Variety | 201415 | 201516 | 201617 | 201718 | 201819 | 201920 | 202021 | 202122
Kharif Crops
paddy Common | 1360 1410 1470 1550 1750 1815 1868 1940
Grade A | 1400 1450 1510 1590 1770 1835 1888 1960
Jowar Hybrid | 1530 1570 1625 1700 2430 2550 2620 2738
Maldandi | 1550 1590 1650 1725 2450 2570 2640 2758
Bajra - 1250 1275 1330 1425 1950 2000 2150 2250
Maize - 1310 1325 1365 1425 1700 1760 1850 1870
Ragi - 1550 1650 1725 1900 2897 3150 3295 3377
Tur - 4350 4625 5050 5450 5675 5800 6000 6300
Moong - 4600 4850 5225 5575 6975 7050 7196 7275
Urad - 4350 4625 5000 5400 5600 5700 6000 6300
Cotton Medium 3750 3800 3860 4020 5150 5255 5515 5726
Long Staple| 4050 4100 4160 4320 5450 5550 5825 6025
Groundnut - 4000 4030 4220 4450 4890 5090 5275 5550
Sunflower Seed - 3750 3800 3950 4100 5388 5650 5885 6015
Soyabean Yellow 2560 2600 2775 3050 3399 3710 3880 3950
Sesamum - 4600 4700 5000 5300 6249 6485 6855 7307
Nigerseed - 3600 3650 3825 4050 5877 5940 6695 6930
Rabi Cops
Wheat - 1450 1525 1625 1735 1840 1925 1975 -
Barley - 1150 1225 1325 1410 1440 1525 1600 -
Gram - 3175 3500 4000 4400 4620 4875 5100 -
Masur (Lentil) - 3075 3400 3950 4250 4475 4800 5100 -
Rapeseed & Mustard - 3100 3350 3700 4000 4200 4425 4650 -
Saffflower - 3050 3300 3700 4100 4945 5215 5327 -
Toria - 3020 3290 3560 3900 4190 4425 4650 -

Source: farmer.gov.in

KJIMC Capital Markebervices Ltd
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Keyfavorable policiesthat are boosting Agri Consumption and even the tractor
demandin India

91 Agriculture Export Policy028 ¢ New export policy was cleared by the
Government of India in December 2018. The government has target to
increase agricultural export to over US$ 60 billion by 2022.

1 Pradhan Mantri Kisan Samman Nidhi Yojana ¢Rdésan); Prime Minister
of India lauched the Pradhan Mantri Kisan Samman Nidhi Yojana and
transferred Rs 2021 Cr to bank accounts of more than 10 million
beneficiaries on February 24, 2019. As per Union Budget-202Rs 65000
Cr was allocated to Pradhan Mantri Kisan Samman Nidhi;(Righn).

1 Pradhan Mantri Annadata Aay Sanrakshan Abhiyarr B#ABHAg Pradhan
Mantri Annadata Sanrakshan is an umbrella scheme to ensure minimum
support price (MSP) to farmers. It comprises the previous price support
scheme (PSS) with few modifications andadtction of new schemes,
including price deficiency payment scheme (PDPS) and pilot of private
procurement and stockiest scheme (PPSS).

1 Pradhan Mantri Krishi Sinchai Yojana (PMKSA§ per the Union Budget
202122, Rs 11588 Cr was allocated to Pradhamt Krishi Sinchai Yojana
(PMKSY).

1 Pradhan Mantri Kisan Maabhan Yojana (PMMY)¢ A minimum fixed
pension of Rs 3000 will be provided to eligible small and marginal farmers
on attaining the age of 60 years, subject to certain exclusion clauses.

1 Prachan Mantri Formalization of Micro Food Processing Enterprises (PM
FME)c The sector has been assigned a priority status for bank credit. 60
Agri Export Zones (AEZ) have been set up across the country. In May 2020,
Government announced the launch of aninfalsbandry infrastructure
development fund of Rs 15000 Cr.

1 APMC farmers go cashles3he Electronic National Agriculture Market (e
Nam) which was launched in April 2016 to create a unified national market
for agriculture commodities by networking existi’PMCs. It had 16.9
million farmers and 157,778 traders registered on its platform until
February 2021. Over 1,000 mandis in India are already linked\tdM and
22,000 additional mandis are expected to be linked by 2221

1 Focus on R&D and modernizati¢ Moreover, the Government plans to
fldzyOK I LINBINIYYS yIYSR W{lat!5!Q
investment worth US$ 892.46 million to integrate current with new
AO0KSYSaz FyR 6AGK Iy FAY (2 NBRdZOS

1 Pradhan Mntri Fasal Bima Yojana (PMFBYims to support sustainable
production in agriculture by providing financial support to farmers who
have incurred crop losses/damages due to unforeseen events. This will help
stabilse the income of farmers, ensure contimga in farming, encourage
them to adopt innovative and modern agricultural practices and ensure
flow of credit to the agriculture sectorThe average sum insured per
hectare has increased from Rs 15,100 during theqdP®FBY Schemes to
Rs 40,700 under PNBFY. The scheme completed five successful years of
implementation on 18 January 2021.

1 PLI Schemeln April 2021, the Government of India approved a PLI scheme
for the food processing sector with an incentive outlay of Rs 10,900 Cr
(US$1484 millionyver a period of six years starting from FY22.

KJIMC Capital Marke$ervices Ltd
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Indian Construction Equipment Industry ¢+ An Overview

Infrastructure sector is a key driver for the ladieconomy. The sector is largely
NEBalLl2yaioftS F2NJ LINBLISt Ay hteaselotuQfiomz @S |
Government for initiating policies that would ensure tirheund creation of world

class infrastructure ithe country. Furthermore, the B@SNY YSy G Qa LI | y ¢
smart cities, are expected to boost construction activity in the copatrd increase

the demand for construction equipmenGrowth in the construction equipment
industry is dependent majorly on road construction aitiéé. In the road sector, the

R ISNYYSyiQa LRtAOe G2 Ay GadProvad3o biadoh G G
for the infrastructure industry as many private players are entering the business
through the publicg private partnership (PPP) model. India is expected to become
the third largest construction market globally by 2022. India plans to spend US$1.4
trillion on infrastructure projects through the National Infrastructure Pipeline (NIP)
from 2019 to 2023, to ensure sustainable development in the country.

In the Union Budget 2021, theo@rnment allocated Rs 60,241 Cr (US$ 8.28 billion)
for road works andRs 57,350 Cr (US$ 7.88 billiéor) the National Highways. The
Government plans to construct 8500 kms road March 2022. Moreover, an
additional 11,000 kms of National Highway corridors will be completed by March
2022. The Government announced an outbdyrs 118,101 Cr (US$ 16.20 billion) for
the Ministry of Road Transport and Highwaydso, the ®&vernment, under the
Bharatmala Pariyojana was awarded a project worth Rs 5.35 lakh Cr (US$ 73.37
billion) including construction of >13,000 kms of roads wdt3.3 lakh Cr.

The applications industries haveceived massive boost from the@@rnment in the

form of expenditure support, especially in Infrastructure. The three major
heavyweights in the industrnare earth moving equipment (backhoe loaders),
contNA o6dziAy3a GKS fA2yQa akKFNB o6& @It dsSx
(compactors). These three alone account for ~63% of the industry. With the addition
of the excavators to the mix, the concentration goes to 87% of the market.

Industry Perfamance

The construction equipment industry has seenlavslown in FY20120, lackof
financing and delayed payment for ongoing infrastructure projects. The industry had
started to recoverfrom December 2019 due to theo@ernment clearance of
payments andncreased spending. The lockdowrMarch 2020 due to Cowtd had
hindered the positive growth momentunOvercoming the slump caused by the
pandemic in the first half, the construction equipment industry grew ~35% in the
second half of the year, averagimggrowth rate of 9% in terms of overall sales in
FY202€e1. Overall construction equipment sales for the year were ~92k units with
exports accounting for ~5% of the volume. The concrete equipment segment
registered the highest growth in the industry, grog by 62%.even though
GOFNIKY2@AyYy3A SljdzALIYSyié O2yiliAaydsSa G2 o

Exhibit 12- Annual Sales across all equipment categories:

Construction Equipment Sales (Overall)
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Source: ICEMA
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Exhibit 13¢ Industry Segmentation
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Served Industry Category wise in (%)
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Exhibit¢ 14 Future Growth Drivers in Construction Equipment Industry
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The Indian Construction Equipment (CE) being tHéaByest market in the world,
currently holds aprominent position in the world As per Indian Construction
Equipment Manufacturers Association (ICEMA) Indian CE Industry drafted an
ambitions Vision Plan 2030 and an Action Plan to drive this collective vision. Shri Nitin
Gadkari, Minister of Road Transport & Highways and MSMEs released the Vision Plan
on DecembeR3, 2020 at a launch Ceremony.

While congratulating ICEMA on the proactive step of creating an agtamented
+tAaAiA2y ttlys GKS aAyAadSNI KAIKEAIKEGSR
111 lakh Cr National Infrastructure Pipeline (NIP) wauldur well in enabling the
Indian Construction Equipment Industry. Mr Gadkari urged the Indian CE industry to
proactively capture this never before presented opportunity of domestic demand
stressed on the need to work on productivity cost efficiency arigeraroduction
levels within the industry to serve the growing needs of the infrastructure sector.

CKA&A @GAraArzy LXIFY RNIga dzZl2y GKS 32 3SN.
LYFNFadNOdzOGdzNE t ALISEAYSa 6bLt 0 grémthOK A
208N GKS ySEG RSOFRS® ¢KS bLt A& | LI I
providing worldclass infrastructure across the country. The opportunity for the CE
industry will be further strengthened by the imminent need to enhance
mechanizatiorin infrastructure, construction and mining.

Exhibit 15- Vision 2030 for Indian CE Industry

250—-260k units target USS3IBn+
annual volume exports
= =
Top 2 6 Mn+direct
amongst CE & indirect
markets globally employment
= =
USS2Sbn+ 12%+
market size CAGR

-

A
i A
|
b N
| PN

Source: ICEMA

The action oriented vision plan aims to build the CE industry by 3x from the current
levels over the next 10 years by leveraging both domed¢imand and developing

the export potential. Thus, through the vision 2030, the Indian CE industry has set
itself an aspirational goal to become thé?2argest CE market worldwide, fastest
growing CE market in the world in the 2020s and established Iadighe
manufacturing and export hub of the world for CE.

KJIMC Capital Marke$ervices Ltd
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Railway Components Industry ¢ An Overview

Indian Railways i Y2y 3 (G(KS 62NI RQa fI NBS&d NI A
network is spread over 67,956 kms with 13169 passengers trains 4l fBeight

trains, plying 23 million travelers and 3 million tonnes (MT) of freight daily from 7349
adlidArz2yad LYRAFQa NIAfgle ySGé2N] Aa N
in the world under single managemerithe whole industry is expecteal strong
recovery in the segment after a slowdown and better than expected vaccination
drive. The mid to long terrfactors remain strong, supportdaly a slew of expansion
andupgradationprojects being undertaken by the Indian Railways. The industry also
continues to be buoyed by increasingbanization, rising disposable incomsesoss

rural and urban India, and growing industrialization across the country along with
private sector participation.

Government of India has focused on investing in railwdsagtructure by making
investorc friendly policies, moved quickly to enable Foreign Direct Investment (FDI)

in railways to improve infrastructure for freight and highspeed trains.Indian
wlkAfglrea FAYa (G2 FRR mop: (trActuie oSupgda dzy G |
40% modal freights share of the economyso the Two Dedicated Freight Corridors
(DFCs) have been fast tracked, while three new DFCs were announced in the current
year FY20222 Budget. Indian Railways is looking to electrify the emt@twork by

2025. Further, the @ernment has also prepared the National Rail Plan 2030
focused on infrastructure development.

Strong Macro factors in place to drive thiRailway Components Industrgrowth

1 Growing Demand, Increasing urbanization andsing income (both urban
and rural) are driving growth in the passengers segment. Also growing
industrializationacross the country has increased freight traffic in the last
decade. India is projected to account for 40% of the total global share of rail
activity by 2050 (IBEF)

1 Opportunities¢ Freight traffic is set to increase significantly due to rising
investments and private sector participation. Metro rail projects are being
envisaged across many cities over the next ten years.

91 Higher Investmeng FDlinflows in railway< related components stood at
'{pP MdPHO OAfEtA2Y FNBY ! LINAEt wnnn 0
infrastructure is estimated to increase from US$58.96 billion in 200RE
to US$ 124.13 billion in 201®E.

1 Policy Support The ®vernment has increased the scope of PPP beyond
providing maintenance and other such supporting roles. PPP is being
utilized in area such as redevelopment of stations, building private freight
terminals and private container train operations. Governmens hiowed
100% FDI in the railway sector.

Exhibit 16- Rising income and urbanization to drive thpassenger traffic growth which will directlgcceleratethe Rail Components

industry
GDP per Capita (US$) Urbanisation in India
542.74
4000 3974 600 429 07 460.73 483.1 40
2762 3007 400
3000 2539
2334
1983 2135 200 .
2000 1749 0
1000 2015 2018 2020 2025F
0 mmmm Urban Population (in million)
2016 2017 2018 2019 2020 2021 2022 2023 = Jrban populations as percentage of total population
Source: IBEF

KJIMC Capital Markebervices Ltd
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In recent yearsthe Government of India has undertakenultiple policy changes,
making the sector more investdriendly policies which is looking at increased
interest in the forum of foreign direct investment and pulgigrivate¢ partnerships.
All these factors set the industry on a strong growth tragegt

Major Investments & Projects

USS$ 15.19 USS 17
BILLION BILLION

Budget Allocation for Indian Allocation for 35 bullet
Railways for FY 2021-22 trains by 2022

USS 16.64 USS$ 11.12

BILLION BILLION

For manufacturing of Electric Locomotive

passenger coaches Production Project

USs 4.1 USs 3.83

BILLION BILLION

For private train Madhepura Electric

operations Locomotive Procurement
Project

Source: Company.
Some of theinitiatives taken by Indian Government tencouragethe sector

1) Under the Union Budget 20242, the ®@vernment allocated Rs 110,054.64
Cr (US$ 15.19 billion) to the Ministry of Railways.

2) Under the Union Budget 20222, the G@vernment allotted Rs 1803.01 Cr
(US$ 249.07 million) for gauge conversion, Rs 3000 Cr (US$ 414.43 million)
for doubling tracks, Rs 6815.36 Cr (US$ 941.51 million) for rolling stock.

3) With increasing participation expected from private playemsmnestic and
foreign, due to favourable policy measures, both passenger and freight
traffic is expected to grow rapidly over the medium to long term. The
D2@SNYYSyld 2F LYRAIFIQA F20dza 2y AYyT¥F
accelerate growth of railway Railways infrastructure plans to invest Rs 50
lakh Cr (US$ 715.41 billion) by 2030.

4) Demand for urban transport, there is a rapid increase in demand for urban
mass transportation systems in the country. Several metro rail projects are
in progress to irprove connectivity within cities. The central Government
inaugurated the Pune Metro Rail project on December 24, 2016. The metro
line would have 30 stations and the 1st gleavould cover 31.25 km. The
project is expected to be completed by 2021 at a cddi8$ 1.67 billion. In
January 2019, the department of Economic Affairs (DEA) and the French
Development agency (AFD) signed a credit facility framework agreement to
extend funding to Rs 20.27 billion (US$ 280.96 millionMay 2021, the
Government of Imlia and European investment Bank (EIB) signed a finance
contract for the second tranche of US$ 182.30 million for the Pune Metro
Rail Project.

KJIMC Capital Markebervices Ltd

Escorts Ltd 14
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tractor product line was limited
just between 3550 HP. But
today Escorts have a range
starting from 13120 HP prodat
with modern styling. The
Company haproductsthat
bounds4 wheels drives and 20
speed gear box technology, the
Company hagroducts which
can be utilized forgarden
application to orchids to big
farms and ranches. Also have
tractor with roll back protection

\ and cabins. /

Exhibit18 ¢ EAM Monthly Volume RoundJps
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Key Investment rationale

Preparing for next league of growth in its Core Business

9a02Nlia Aa 2ydttrachr manylRdtured doffefing Nibre than 225
options in the 1275 HP segments under the four marquee bramd&armtrac,
Powertrac, Steeltrac and Digitra€scorts Agri Machinery (EAM) is the core pillar of
the company which contributes ~82% toward®nsolidated sales.On the
performance front, the company registered a 24.1% growth in volume for FY21, also
reported highest ever EBIT margins at 18.2% backed by cost efficiencies, better
product mix. The Company achieved a historic milestone of more théf,000
tractor sales and production, with tractor volumes up by 24.1% to 1,06,741 in FY21
as against 86,018 tractors in FYZ0e outlook for the EAM segment remains very
optimistic, due to macroeconomic factors remains positive backed by good and
timely monsoon, record Rabi harveshd increased sowing 2022 with sustainable

MSR continued government support, availability of retail finance &the uptrend

in the demand expected to continue going forwdod EAM division.

Exhibit17 ¢ EAM Volumes Prected to grow @ ~7% rage

EAM Volumes (in Units)
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Source: Company, KIMC Research

EAM Monthly Volume (in Units)
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Source: Company

With healthy monsoon activity in Q2FY22 rainfidficit largely been recovered,
which is a good sign for the Agri industry for the upaogrmonthsHowever record
rainfall in Septembef021 has delayed harvesting in some parts of the country
resultingin some delay in the onset festive season demaRdst historically, the
month of August izery weakeiin terms of demand as till July ts®wing season is
seen at its peak were tractor demand is on the edge. In the coming months i.e. from
Oct¢ Dec2021whichare very defining months for the tractor industrywhere the
GCompany can see someghup in the volume. If we see last year Q3FY2lLinee
number which were around31562 units andn Q4FY21 were 32588 unit¥Ve
anticipatethe demand in Q3 & Q4FY##s yearwould be healthier than historical
volume, mainlydue to lined up with pentup demand and delad harvesting in
some parts of the aantry. With healthy spend from Rural India backed by strong
macroeconomic factor which remains favorable for industry growth ahead.

KJIMC Capital Markebervices Ltd

Escorts Ltd 15
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Exhibit 19¢ EAMRevenueProjected to grow@ 10.25% between FYZY23E
EAM- Revenue Growth (Rs in Cr)
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EAM Realisation (Rs/units)
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Source: Company, KIMC Research

The overall Indian tractor industry saw a phenomenal bounce back after lockdown
from last year and witnessed the highest ever recorded growth across the domestic
and exports markets. The domésindustry saw an impressive growth in volume of
27% to 8.99 lakh tractors in FY21 as compared to 7.09 lakh tractor inTw&2trs

have historically played a dominant role in farm mechanization and increasing
productivity across the worldThe calendayear2021 was tough during the first 2
months as sales dropped by 80% in April due to nationwide lockdown but post
lockdown phase saw a gradual demand recovery in all vehicles segments, tractor
sales which depends on a strong rural economy remained rofit&t overall yearly
tractor sales recorded a boom of 26.86%. The first tractors in India were bought in
MpnnQ&a o6dzi GKSANI dza S agp®Ou dycSn vz Nabdgesh RSt
entry of homegrown companies. Escorts has played a phenomenal rofarde
developing the tractor industry.

Exhibit 21¢ Domestic Tractor Industry Volume An Overview

Domestic Tractor Industry Volume (Units)
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Source: Company
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Government of India has introduced several projects to assist the agriculture
sector, which will directly pushite demand for Farm Mechdzation: 1) Pradhan
Mantri Gram Sinchai Yojana (PMGSY) aims to irrigate the field of every framer and
AYLINR @S o6 GSNJ dzaS STFAOASYyOe G2 | OKASO
scheme ensures improved access to irrigation. As per the Union BRdgee2, Rs
11588 Cr (US$ 1.5 hillion) was allocated to Pradhan Mantri Krishi Sinchai Yojana
(PMKSY). 2)s per union budget 20222, Rs 1.33 lakh Cr (US$ 18.41 billion) was
allocated to the ministry of Agriculture. 3) Prime Minister launched the Pradhan
Mantri Samman Nidhi Yojana (PdvKisan) and transferred Rs 18000 Cr (US$ 2.45
billion) to bank accounts of >90 million beneficiaries on Dec 25, 2020. 4) As per Union
budget 202122 Rs 65000 Cr (US$ 8.9 billion) was allocated to Pradhan Mantri Kisan
SammarNidhi (PMKisan). 5) As per the union budget 2622, Rs 8514 Cr (US$ 1.17
billion) was allocated to the Department of Agriculture Research and Education.

Exhibit 22- Growth Driver for Agriculture Industry

Second largest

/ population \
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Increased in Growth in
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Mechanisation Consumption

Source: IBEF, KIMC Research

Exhibit 23¢ 5 YearsVolume growth of key players in the Tractor Industry
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Exhibit 24¢ Market Share RoundUps for the key players in the Industry
Domestic Tractor Industry Market Share in last 5 Years
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Source: Tractor Junction, KIMC Research

Exhibit 25¢ Escorts Volume gneth Vs Peers Vs Industry

Escorts vs Peers vs Industry
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market. mmm 5 Yrs CAGR Volume Growth (%) es====ndustry Growth (%)

Source: Tractor Junction, KIMC Research

Escorts been the'8largest player irthe industry At top of pyramid John Deere is
leading the scale at 18.79% growth rate with 85610 units sold as of FY21, Sonalika
leads the mid pyramd at 14.91% growth rate with 117503 units sold as of FY21 and
at the bottom of pyramid Escorts leads at 13.67% growth rate with 101849 units sold
as of FY21.

Exhibit 26¢ Escortsheen anOldest and Pominent players with significant market share

EAM Market Share (%)
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Saurce: Company, KIMC Research
After 34 years ofcontinuous winning streak, theoBpany market share had drop

very marginally to11.3% in FY21. Mainly on back of supply chain and inventory
issues, if the third wave would not cause any disruptions in terhssipply chain or
some markets, Then Company could achieved its market share aspiratiti4 6%

in coming 23 years (Management)

KJIMC Capital Markebervices Ltd
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Exhbit 27 ¢ Evolutions inEscorts Market Share towards higher HPs
Market Share (FY16) Market Share (FY21)
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Source: Company

Escortsis among the frontrunners/i LY RA L Qa G NJ OG2NJ YI y dzF |
wide portfolio ranging 12 HP to 120 HI. terms of segment distribution, the
Gompany saw improvement in abowe40HP tractor segment, which accounted for

62% of its domestic sales in FY21 as against 51%2th Which resulted in significant
model mix gains on back of new product launch.

Exhibit 28- Product Lineupg 11 to 120 HPs

HP Range = <30 HP Range = 240 HP Range = 430
Bestselling compact range for Vineyard & Udlitye of Champion and Diesel This highest growth segment is
Orchards. Saver series. Complemented with smart & classic

and euro series.

Successful launch of
PowerMaxx series of
tractors

FT 6090

=
HP Range = 540 HP Range =120
Highest horsepower Agriculture tractors for st farm size suitable of
Esteemed farmers.

KJIMC Capital Markebervices Ltd
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Escorts footprint on Exports Market Size & Opportunity

On theexport front, Escorts had outperformed thgrowth by 2x than industry,
driven by focus on product developments, focus on appointindeteand channels
partners in the countries were Escorts was not present and also the partnership with
Kubota is enabling company to reach out markets not present in the past.
Combination of the great products mix with enhance channel coverage exports
volume will continue to grow in the year to come.

Exhibit 29¢ Escorts Exports from India
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Source: Company, KIMC Research

Exhibit 30¢ Tractor Exports from India
Tractor Exports from India (in 000s)
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Exhibit 31- Superior Utilization level leads to Increase in Productionp@eity (EAM)

Best in Class Utilizations Level
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Source: Company, KIMC Research
With an higher utilization levelwith continues uptrend in demand from industry,
the @mpany have undertaken an quick expansion of its production capacity from
1.2 lakh per annum to 1.5 lakh per annum whigbxpected to be completed in FY22
end.

KJIMC Capital Markebervices Ltd
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ECE the second pillar of growth is ready for upswing

EscortsConstruction Equipment (ECE) is the second large business for Escorts with
11.06% revenue share as of FYRXie @mpany is present in material handlingréh
moving and road building segmentdbconstruction equipment. Theotpany is one

2F GUKS ¢2NIRQa fFNBSald VYI ydzZFl Ol dzZNB N&
volume growth in both manufactured and traded products, saw a marginal degrowth
of 3%,recording asales volume of 3911 machines in FY21 asagdD42 machines

in FY20. Thednpany had outperformed the market in second half with volumes
growing at 41% despite the continued supply challenges due to (Reicenue in

ECE segment saw some pressdoe to ongoing pandemic, which reported at Rs
776.1 Cr as against Rs 839.8 Cr in FY20.

The Indian Construction Equipment (CE) being tHéaBgest market in the world

and currently holds a prominent position in the global CE landscape. The industry
has been adversely impacted due to government clearance of payments and
increase in spends, and Covid waves. But with the situation improve with the
accelerated in the vaccination programme and other measures being adopted by the
governmentin the near term.On the longer horizon, the Indian government
proposing significant spend on infrastructure will open the new avenue for growth.
The ministry with a vision plan 2030 ambition of National Infrastructure Pipeline
(NIP) with scope of Rs 111 lakh Cr would augefl in enabling the Indian
Construction Equipment industry.

CKS @AraAizy LIy RN}Iga dzlRry (GKS D2@SNYy
Infrastructure Pipeline (NIP) which is expected to propel the CE industry growth over
the next decades. The NIPlis LJ NIi 2F (KS D2@SNYyYSyi
providing worldclass infrastructure across the country. The opportunity for the CE
industry will be further strengthened by the imminent need to enhance
mechanization in infrastructure, construction and migi

Exhibit 32¢ ECE Volume Projected to grow @ 10%
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Source: Company, KIMC Research

Exhibit 33¢ ECE Monthly Volume Rourdps

ECE Monthly Volume (in Units)
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Exhibit 34- ECE &venueProjected to grow@ 13.3% between FYZY23E
ECE Revenue Growth (Rs in Cr)
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Source: Company, KIMC Research

Exhibit35-9/ 9Q& wSIFftATIGA2Y G2 NBYIFIAY Ayidl O
ECE Realisation (Rs/units)

2500000 N .
1901281 1984429 2043961

2000000 1830347 1739507
1500000
1000000
500000
0

FY17 FY18 FY19 FY20 FY21 FY22E FY23E

Source: Company, KIMC Research

Despite the impact of Covil9 pandemic, the Indian Construction Equipment
industry, backed by strong infrastructure demand in the second half of the fiscal,
registered a viume growth of 9% YoY in FY21. Oveatistruction equipment sales

for the year were ~92k units, with exports accounting for ~5% of the revenue. The
concrete equipment segment registered the highest growth in the industry growing
08 cH:> S@Sy mivikRedzabentitdnitinids ko be the most dominant
driver for overall sales. Looking ahead, futures drivers suggest healthy growth
potential across sectors with direct impact on construction equipment sales.

Exhibit 36¢ Construction Equipment (CE) Indmg ¢ An Overview

Equipment Contributions (FY21)
8.44%

6.01%

79.39%

m Earthmoving ® Road Construction m Material Handling

B Material Processingm Concrete Equipment

Source: Company
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Exhibit 37¢ Construction Equipment Industry gown by 9% over the past 12 months with Earthmoving Equipment, Road Construction
Equipment, Concrete Equipment, Material Handling and Material Processing Equipment grew % 7%, 62%,89% and 5%
respectively

Earthmoving Equipment Road Construction Equipment
80,000 6,000 5,892
75,317
' 5,800
75,000 72,888 '
5.600 5,520
70,000 5,400
' ’ 5,174
65,000
- [
60,000 4,800
FY19 FY20 Fy21 FY19 FY20 Fy21
Concrete Equipment Material Handling Equipment
6,000 5,296 15,000
10,421
2,000
0 0
FY19 FY20 Fy21 FY19 FY20 Fy21
Material Processing Equipment
4,000 3,377 3,344
3,000
2,000
1,000 356
0 |
FY19 FY20 Fy21

Source: ICEMA

Exhibit 38- Product Portfolio in ECE Segment

N
D
Material Handling ; ‘_
J
N
Earth Moving
J

Road Construction

Source: Company

KJIMC Capital Markebervices Ltd
Escorts Ltd 23




A
/N

KJMC FINSERV

MONEY UATTESE

Exhibit 39- Dual Brand Strategy (Value & Premium)

YELLOW LINE BRAND (VALUE)

Customer Segmentation & Differentiation Regaining Technolo Leadership

Source: Company

During the year (FY21), the@pany reclassified $tcustomer segment into value

and premium categorieslTo address the both segmentspr@pany launched new

NI y3aS 6KAGS fAYyS 2F (KS O2yaidNHzOGAzYy
customers seeking value for money and the new while line caterseaetherging
requirements to the fleet owners and corporate customers who needs higher
premium offering.

Exhibit 40¢ Product Portfolio contribution% of ECE Revenue

ECE Revenue Split
80%
60%
50%
40%
30% 20%

20%
0% ||

FY19 FY20 FY21

68% 65%

14% 16%

10% 9% 11%

®m Material Handling m Earth Moving m Road Construction

Source: Company, KIMC Research

Exhibit 41- Escorts is one of the largest pick and cahydraulic mobile crane players in the domestic market.

Hydra Cranes

TRX/Safe Crane

Source: Company

KJIMC Capital Markebervices Ltd
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Exhibit 42¢ Product Splitin Material Handling divisions
Cranes
120%
100%
80%
60%
40%
20%
0%
FY17 FY18 FY19 FY20 FY21
m Hydra mF-15/TRX Series
Source: Company, KIMC Research
Exhibit43 ¢ Cranes are the fastest growing segment in CE space
YoY | 5Yrs

91lj dzA LIY Sy (i

(in 000 units) FY16 | FY17 | FY18 | FY19 | FY20 | FY21 | growt | CAGR

h(%) | (%)

Backhoe Loaders 228 | 30.7 | 38.6 | 47.2 | 39.7 | 45.6 15 14.6

Cranes 3.4 4.5 8.1 10.2 7.4 7.4 0 16.8

Compactors 3 3.6 4.2 5 4.4 4.8 9.9 9.9
Source Company

Exhibit 44¢ Stagnant Utilization ével expected to improve in future

ECE Utilization Trend

\ 12000 60.0%

(w

We anticipate, the ut_|I|zat|on level 10000 10000 10000 10000 10000
in ECE segment to piakps on back 10000 47 3050-0%
of Indian government proposing 8000 . 55 400 : °40 0%
significant spend on infrastructure, 44.9% R S
strong momentum in private sector 6000 30.0%
housing and com_mermal building in 4000 20.0%

favorable locations across the

Country_ 2000 10.0%
K j 0 0.0%

FY18 FY19 FY20 FY21 FY22E FY23E

mmmm Construction Annual Capacity e==ECE Capacity Utilizations (%)

Source: Company, KIMC Research
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Railway division is ready to come back with strong Macro Factors

Escorts is approved source for Indian Railway present across diversified product
offering in safety and comfort components for railways and metro with more than
six decades of experienc&he company manufactures advanced components for
Indian Railwaysincluding brake systems, couplers, suspension systems, shock
absorbers and rail fasteningystems, among othersThe company is certified
manufacturing products conforming to Indian Research Design and Standard
Organization (RDSO) and international standards (International Union of Railway
(UIC) and Assaociation of American Railroads (AAR), aothiers). The company is

one of the few in India to receive the prestigious International Railway Equipment
Standard (IRIS) certification.

Indian Railway is still not running its full operations due to unprecedented aévid
pandemic and have cut dowrhe annual production rate affecting fresh order
tendering and order inflonDespite, the challenging year impact by heavily reduced
movements of trains in the country the sales were marginal up at Rs 479 Crin FY21
as against Rs 477 Cr in FY20. The EBigimedor Railway division stood at 16%.
During the FY21, the company made entry into the metro segment the company also
introduced several new products. The company executed 59% of the total orders
from the new products category, with high import contefithe order book for the
division at the end of June 2021 was more than Rs 300 Cr and going forward with
government safety measures and vaccination drive taking up at fast pace, the
tendering process is expected to trigger ahead.

Exhibit 45¢ RED RevenuBrojected to grow @ 3.64% between F¥RY23E

RED Revenue Growth (Rs in Cr)
600

515

500 459

400

477 479
394
287
300 oo 242
184
200
100 III
0

FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E

Source: Company, KIMC Research

Exhibit 46- New Product launch
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Source: Company
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Exhibit 47¢ REDHistorical Order Book trend
RED Order Value (Rs in Cr)

600

490 510

500
400 340
300
200

100

FY18 FY19 FY20 FY21

Source: Company

The Indian Railway has always been considered as the ecobackbone of the
country. The government of India is taking concerted efforts to increase both
passenger traffic and freight volumes along with developing and upgrading existing
infrastructure to support the growth. The union budget 2021 announced a wingppi

Rs 1,10,055 Cr for Railway of which Rs 1,07,100 Cr is for capital expenditure.
Government also announced that the Indian Railway have prepared a National Rail
Plan for India. The plan will emphasis on creating a future ready Railway system by
2030.

BExhibit 48 - Growth drivers for Railway in India

Increase
government
expenditure
and focus on
modernised of
the railway

Buoyancy |

o freight
Ur%a;ir:/l;aéuon movement
with growing
trgf%iserrg)ﬁrh industialisation
9 to boost
demand

Source: IBEF, KIMC Research

Given the urbanization and increasing population levels in India, implementation of
metro rail systems will become imperative as mass rapid transit systems are the best
way to deongest traffic. National Urban Transport Policy also ensures that metros
in some form or the other come up in cities thereby ensuring a steady requirements
of metro rolling stock for the futuréWhich would indirectly trigger the demand for
railwaycrelated components.

KJIMC Capital Markebervices Ltd
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Escorts continue to remain Debt Free

The @mpany continues to be debt free with sufficient available liquidity for future
growth and expansion need3he debt reduction is only made podsitdue to
management focus ando@pany prorities include implementing cost efficiency
acrossthe board, optimizing capital allocation and ensuring free cash flow growth
with efficient working capital management. The balance sheet strength, consistently
diminishing debt profile and strong revenard earning potential will helpd&npany
continue to be on growth trajectory to create wealth for its shareholders.

Exhibit49 ¢ Strong liquidity position leads to strengthen balance sheet
Cash & Bank Balances (Cr)

2500 2299
2000

1565
1500 1322

1000
500 196 212 319 271 251 253 244 317 243 325
145
, mm o ] o E m = = E =N

FY09 FY10 FY11 FY12 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E

Source: Company & KIMC Research

Exhibit50 ¢ Escorts D/E redeed from 0.28x in FYQ9 to nil in FY21

D/E (x)

0.30

0.25

0.20

0.15

0.10

0.05

0.01 000 0.00  0.00

0.00 0.01
FY09 FY10 FY11 FY12 Fy14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E

Source: Company & KIMC Research

Exhibit51 ¢ Consistency improve in Credit Rating lead by deleveraging balance sheet
Long Term

Rating
(2 Crs.) 553 436 480 361 263 50 277 7 0 0
111.0
96.0
290
206 302
BTG 50.0
220
1539 220
263 230 1.0 286 18.5
178 At 3635 11.0
104 5o 49
8 4 O 8.0
FY 11-12 FY 12-14 FY 14-15 FY 15-16 FY 16-17 FY 17-18 FY 18-19 FY19-20 FY 20-21 Q1 Fyz2z2

I'erm Loan Commercial paper W( Finance Cost

Nlamrs svmras

Source: Company
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Exhibit52 ¢ Stronger Dealers Network:
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Increasing dealers network to increase the footprint across geographies

On thechannelfront, total dealers count in India stands at ~1100+. The most of the
new dealers now coming up in Sbuand western regions were theo@LJI Yy € Q a
penetration is low. The @npany is adequately covered on Pan India basis for any
customers who wants tbuy an Escorts products.

Dealers Counts

1500
1400
| I I
FY19 FY20 FY21 FY22E FY23E FY24E FY25E

Source: Company, KIMC Research

Exhibit 53- Escorts is still undepenetrated in certain states of Indiag Which
Leaves Enormous opportunity to grow

P

h - \-,

I POWERTRAC
FARMTRAC

LOW TIV

Source: Company
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New Collaboration to lead next level of growth in future

The Wmpanyhas much more potential than it has delivered yet historically. The
future journey emerged enormous growth opportunity to grow especially in top two
contributing segmentg EAM and ECE which all togetttontributes ~93% towards
top-line as of FY21. AepMr. Nanda the future of the @npany stands at three
growth pillars: 1) Creating a winning partnership, 2) Developing futuristic
technologies and 3) Incubating new age business models, by adoptibassf three
YSIF &adzNBEa 9a02Nla OFy 0SS awSAy@gSydaSRé
transforming the Indiand the world in many unique ways. If we see, the historical
transformation of Escorts which has always believed inp&tNE KA LJ A (G Qa o
of the @mpany, which Mr. H P Binda founder has formed in theo@pany. Escorts

in the last 75 years take great pride in working with multiple partnership from across
the globe which even been a growth engine of the business to grow.

Partnership with KubotaCaporation

Established in 189Kubota Group is a global manufacturing company, specializing
in agriculture, water, and living environment products, with a worldwide network
over 100 countries. Kubota is highly respected name in tractor and machinery
around the world. With turnover exceeding of more than US$18 billion. In late , 2018
Escorts collaborated with Kubota to develop vatuariented tractors that caters to
farming requirements in India and overseas markésrking with Kubota- Escorts

will achieve the following:

1 Escorts & Kubota eyes at strong domestic and exports market share by
entering in to a Global Joint Venture for technology collaboration and joint
manufacturing of higltend, value oriented utility tractor range.

1 Both companies to jointldevelop new products to cater to India and
Overseas market.

1 JV to established new common manufacturing with initial capacity of
50,000. These tractors will be sold by both players respectively through
their separate channel network in domestic market.

91 As part of collaboration, Kubota to export Escorts tractors through Kubota
global distribution network in specific markets as mutually agreed.

1 While Escorts and Kubota continue to develop their distribution channel in
India independently both companies ttvare their technology platforms
for mutual growth along with some Greenfield opportunity in future.

With an initial investment of Rs 300 Cr, the 60:40 manufacturing joint venture
between Kubota and Escorts respectively will enable both partners to guithieir
current and future capabilities in the segment globally.

Exhibit 54- Manufacturing Joint Venture (60:40)
I -~ - v -

Farsatrae (FT) & PoaceroraciPl

For Earth, For Life = tomfesivn g — el s
aridabad. Haryana . Sales throuh
I(uhata c X m Escores Chanael
ESCORTS .

ol

On July 2020, Escorts has allotted
1,22,57,688 equity shares amnissue
price of Rs 850 per share on
preferential basis for an aggregate
consideration of Rs 1041.90 Cr to
Kubota Corporation Japan by way
of preferential allotment on private

placement basis. c

o -. 0 Cro ‘:" ; For Earth, For Life Su-s l!'lmlm:
\ ESCORTS — ¥ 10 hata Kuibota (hanne)

Kubosa Tractors

Cestomer and Product

£ (% 30,000 Tractors/yes
e From FY20-11 onwards

Source: Company
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Exhibit 55- What brings Escorts and Kubota Together?
Global Technology

Global Japanese Quality
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Escorts Lid

Cost Efficiency

Frugal Manufacturing

Global Leadership in sub 120 HP Resources and Reach

€ o EarthFor Lite
1SCORTS natn

Global Sales Collaboration
Common Supplier Base for cost optimization
Dedicated manufacturing plant for Jv
Bring the world’s best to India and offering India’s best to World

Future opportunities : Green field plant for additional capacity
&
Joint overseas investments in distribution/manufacturing

Source: Company

Exhibit 56-Df 2 6 t NERdAzOG & wINF FRAGARS NI WW2 Ay

& o o
& g o3

Source: Company

Offering

Current Praduct

Joln Branding
Offering

Exhibit 57- Sales Collaboration which will drive Exports number for Escorts Ltd

Kubota opens its global

channel for Escorts Products . G)‘B Bk
jointly targeting a significant capii “TURKEY i
global share Means Escorts ({5’}0
products expor}ed under A 5;3
WW2 Ayl NI y £ ASEAN
RAZGNROdzGA2Y o%

2PSNESHEQ Y

o J

Source: Company

9a02Nlia SyiSNAR Ayid2 Wx gAGK WFHLIyYyQa ¢

Cranes

Joint Venture with

Tadano Ltd, established in 1948 hasypld a leading role in lifting equipment
Tadano ye d g equp

industry since development of first hydraulic crane in Jagédre group has earned

an outstanding reputation both in Japanese market and worldwide by pursuing core
value of Safety, Quality and Eféiocy.In the con§i NUzOG A 2y S| dielIY Sy
company has partnership with Tadano group. The company is jointly developing high
end products customized for Indian market to cater to the demand in rough terrain
cranes and truck mounted cranes in the 20 to 80 ton category.

The JV will strengthen Escorts technology leadership and market presence in the
material handling equipment.

KJIMC Capital Marke$ervices Ltd
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The JV will leverage the cost effective frugal Indian engineering excellence of Escorts
and world leading Japanese technology from Tadano terce an expanding
market for heavier capacity and efficient Truck & RT Cranes and sophisticated truck
mounted and rough terrain cranes in the 20 to 80 tonnage categbing. 51:49 JV

will enable both partners to optimize their current and future capaieitin the
segment globally. The JV will aim to take leading position in the high tonnage crane
segment in medium to long term.

Exhibit 58- What brings Escorts and Tadano Together?

Tadana Group.

Global Technology Connected Machines Frugal Manufacturing
Japanese Quality _ Current RT portfolio
Global Leadership Brand \ Indian market uniﬁrsﬁnding and Brand Reach

\ STADANO
BESCORTS

Bring the world’s best to India and take India’s best to the world
Dedicated manufacturing plant with JV focus R&D and selling directly in market
Manufacturing for Indian Market to start from Q3FY19 Onwards

Source: Company

Exhibit 59- Products to address high end category

Rough Terrain Crane
[ PHOAUEICAERITY 20 to 80 Ton High end Category
L T T ————————

W0 MEET  india Market, Export Potential will be explore
[KEHCOmpRiGrT TIL Limited SANY

Source: Company

Exhibit 60- Market Opportunity

8167
Current High End Rough Terrain
e )

Approx. Rs. 400 Crore
Market to Grew 18~20% Market to Grew 10~13%
or both RT & Truck CAGR CAGR

Cranes

Source: Company
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Sustainability Strategy & Advertisement Landscape

For over75 years, Escorts has supported people by providing the right scope of work,
sharing opportunities equitably by approachifgusiness conscientiously. The
Company aimed at promoting environmental and social sustainability. On the
journey to sustainability last year, the road ahead towards becoming a more
greener, more responsible and mature organization beasome clearer. The tee
years sustainability roadmap lays out multiple actions in various impact area and
company are committed to abide the same. In the coming years, Escorts will adopt
a carbon neutrality strategy which will further streamline its initiatives to achieve
the laid targets in sustainability.

Exhibit 61- Energy consumption and intensity

(Given the volume of energy \ Energy Consumption FY 2020-21 FYy 2019-20 Fy 2018-19
consumption and use in the .
operations, the company hay Direct Energy (TJ) 604.78 614.14 55821
adopted several energy efficiency
and renewable energy initiatives Indirect 164.76 154.56 158.77
across the corporate office and in Energy (TJ)
other units.
j Energy Intensity 011 0.13 011
(Tlfcrores %)

Source: Company

Human ResourcesThe Company is committed to providing an energetic, enabling,
and open work envonment to the employees. Theo@pany have ~11,058
employees on payroll, including temporary, casual and contractual workers who are
engaged in various rolexross the business. Ther@pany is also working towards
creating a culture of gender diversity by hiring women talent and skilling the existing
women bae to take up key respoiimlity across businesses. Thentpany has
already enrolled multiple empowerments and welfare initiatives to create
opportunities for women workforce.

Corporate governance is a higbriority area at Escorts, the oBpany work
continuously to ensure that the policies and guidelines are in line with international
standards. The company follows four driving forces in the governance system as: 1)
Shareholder relations, 2) Confluence of Management and supervisory Boards, 3)
Fair, perfomance based compensation to erogkes and 4) Proactive and open
disclosure of business performance.

Exhibité2-9 { D { O2NB LI GGSNya F2NJ GKS ! dzi2z2Q&8 h9aada @a 9a02Nla [GR

Sustainability Levels
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Source: CRISIL (June 2021)
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Exhibit63- Escorts is at very Initial Stage in the adogt of ESG Framework

ESG Score
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Source: CRISIL (June 2021)
Advertisement Landscape

The ©mpany is continuously rolling out new products in line with the evolving
requirements for customers. In the EAM segment higher HP products are
continuously gaining market dction. New series of tractors in both key brands,
CFENXYGNFO Wt 26SNXYIEEQ &a&SNASAa YR (GKS t 2
benchmark of performance and quality in the domestic market. On back of new
launch and vision to increase penetration in Swun and Western regions with
increase iR S | ffd®tNddtEwith an aim to grow market share, thadvertisement

spend is expected to stay intact in coming periods.

Exhibit¢ 64 Advertisement and Promotions

Ads Spends
80 1.21% 0
le 1.50%
60 492
1.00%
40 73%
20 0.50%
0 0.00%
FY15 FY16 FY17 FY18 FY19 FY20 FYy21
mmmm Advertisement and Promotional Expenses (Cr) === (%) of Revenue
Source: Company, KIMC Research
Exhibit65 ¢ Escorts vs Others Tractors Players
3 Yrs Avg Advertisement Spend (FY2D
1.40% 1.24%
1.20%
0,
1.00% 0.90% 0.84%
0.80%
0.60%
0.40%
0.20%
0.00%
Escorts Ltd Mahindra & Mahindra Ltd V.S.T. Tillers Tractors Ltd

Source: Company, KIMC Research
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Consolidated Overview

Historically, the € YLJI y& Qa Kl & ONBIFIGISR akKlINBK2fF
continued focus on principle of lean and frugal engirieg developments which

helps @mpany to deliver industry leading products with strong volume, revenue,
profitability and margins growth. The dnpany has quit strong product portfolio
comprises tractors and other farm mechanization equipment, with continue focus

on investing in telenology to introduce new products will help Escorts to lead the
gl & RS@OSt2LIAY3I LYRAFQa F IANKOdzZ G dzNE =
line with other advanced countries and opens multiple runway for growth.
fastrack tte process the @mpany have forged collaborations with various global
industry leaders to calevelop products and markets. Which helps in reducing the
lead time to conceptualize and market products, advanced technologies and
process. Escorts is clearly héagl towards the @mpany of next century by
reinventing itself.

Ay

In the last 67 years,the @ YLI y&@ Qa4 GNJ} OG2N& alfSa |tY
increased by almost 7x, railway business sales grew by ~3x, construction business
emerged from red to making a small but motiggofits, at consolidated level

Q Y LJI yeweQue grew by almost 2EBITDA grew by 7x and profitability grew by
almost 12x. We anticipate the similar trend could continue for Escorts by enhancing
its presence across key sector which will play apivédl 'S Ay GKS vy I (A
in the coming years.

en veencouraging

Export Tractor Volume (units) Railway Division Revenue (Cr)
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Source: Company, KIMC Research
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The ©mpany is clearly delving into long term potential sests a long growth
runway. The @mpany has grown its revenue at-40% CAGHREBITDA at 38% CAGR
and its profitability at 50%or the last 67 years. We projects Escorts revenue,
EBITDA and profitability to remain robust on back of strong macro environments
with more than one leg to gro@Agriculture, Construction and Railwaly).the EAM
segment the @mpany achieved a historic milestone of more than 100,000 tractor
sales and production in the financial year, with tractor volumes up by 24% to
1,06,741 tractor as against 86,018 trais duiing previous year. The2CY LJlF y & Q a
construction equipment division is ready for upswing as given the government thrust
on monetization through disinvestment and huge investment through projects
under National Infrastructure Pipeline (NIFhe @ Y LJI Yy éway divisidnéen
lucrative due to country wide lockdown. But now as the situation improves the
tendering process is expected to get back at-po®id level and the order book will
trigger ahead.With three different segments the dnpany is quiet favorabléo
capture the opportunities emerging across the operating sectors.

Exhibit67 ¢ Escorts consolidated tofline is projected to grow at ~12% CAGR between FF223E

Topline Growth
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Source: Company, KIMC Research

Exhibit68 ¢ Escorts EBDA is projected to grow at 42 CAGR between FY-EY23E despite inflation pressure and cost escalation

EBITDA
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Source: Company, KIMC Research

Exhibit69 ¢ Escorts Profitablity is projected to grow at ~% between FY2EY23Encreases in mechanization/ productivity will be
key trigger forfuture growth

Bottom-line Growth
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Source: Company, KIMC Research
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Margins landscape

We expectEBITDA and PAT margins formPany to remairsteadyat ~ 16% and
~11% rangeAs all the divisions ready to outperform with improve in the macro
economy.The @mpany has alreadgtarted passing the inflation pressure to its
customers with some price hikes. The entire inflation till June has already been
passed into the market. Th@mpanyhave already made two price increase lately,
one in midNovember last year and another in theeginning ofApril this year to
partially pass on the impact.

Exhibit70 ¢ Escorts operating and profitability margins to remain sustainable
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Source: Company, KIMC Research

Being Capital Efficient is in the DNA of Escorts

To measure the expansiam return ratio like ROE and ROCE, usually there are three
levers ag; 1) Net Working capital is reducing, 2) Ther@pany is delevexging and

3) Entering/ launch of new high margins productscorts working capital
management has been very excellent thghout the years due to favorable crop
production, record crop procurement by the government last year which added
sufficient cash availability by the farmers. We expect the same momentum to
continue even forthe next few years. Thedinpany continue to be ebt free by
maintaining healthy cash and bank balances, resulting in strong liquidity profile and
increase in profitability. These certain factors resulted in superior capital efficiency
management and encourage business to grow with healthy balance.sheet

Exhibit71 ¢ Debt freebalance sheet and healthy profitability maintaining healthy ROE and ROCE
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Source: Company, KIMC Research
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Exhibit 72 ¢ Working capital days have structurally come down on backpoSitive business environment, which used teelas high
as 31 days in FY19

NWC Days

35
30
25
20
15
10

&)]

20
. 9 ’ ’

FY19 FY20 FY21 FY22E FY23E

Source: Company, KIMC Research
Cash Flow Management

Escorts have a healthy balance sheet, with strong free cash flow and low capex
requirement backed by negligible working capital cydiee @mpany has plan
higher capeXor coming year which is lot of spill from last year due to Covid situation
so spendsnight not happenedThe capex will be used for capacity expansion from
120000 to 150000 and then 300@@y Acap@city will come from Kubota JV users.
Despite the plannedapex towards expansion free cash flow is expected to generate
strong. Escorts carries enough cash on balance sheet to fund its future capacity
GKSNBoe ¢S 4SS (KS O2YLIyeQa odzaAySaa

Exhibit 73 ¢ Operating Cash Flow trend

OCF (Cr)
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Souce: Company, KIMC Research

Exhibit74 ¢ CapexVsfree cash flow trend
Capex FCF
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Source: Company, KIMC Research
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Per share scenario for Escorts remains healthier throughout the periods

Exhibit75¢ EBITDA per share trerid

EBITDA Per Share (Rs) Adjusted
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Source: Company, KIMC Research *adjusted to treasury shares

Exhibit76 ¢ Earnings per share (EPS) trend
Earnings Per SharEPS (Rs) Adjusted
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Source: Company, KIMC Research *adjusted to treasury shares

Exhibit77 ¢ Dividend per share (DPS) trehd

Dividend Per ShareDPS (Rs)
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dividend on accounts of 75year.
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Source: Company, KIMC Research *adjusted to treasury shares
Exhibit 78 ¢ Bookvalue per share trend
Book Value Per SharaBVPS (Rs)
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Source: Company, KIMC Research
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SWOT Analysis

STRENGTHS

WEscortsbeen an one of the oldest and prominent
playerswith a significantmarket share& brand value
The company is committed to strengthening the
domestic core of its tractor businessand grow its
market shareaheadon backof increasein penetration
in untapped market and launching new product
category

wCapacity to increase production with increase in
demand backed by robust cash flow and healthy
balancesheet

wCollaborationswith various global industry leadersto
co - developproduct & market which will help Escorts
strengthen its market leadership in the domestic
marketand enhancepresencein the exportsmarkets

alargestpick and carry hydraulicmobile craneplayersin
the domesticmarket

oI'he companyis one of the few in Indiato receivethe
prestigiousInternational Railway Equipment Standard
(IRISxertification

orayinto metro segment

g
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WEAKNESSES

wDelay in harvesting in some parts of the country to
delay onset demand

wChallenges in supply chain and network distribution
can impact the business negatively

of~urther inflation in the commodity prices remains a
concern to protect the operating margins

wjong gestation period before new product launch

OPPORTUNITIES

aincreased in farm mechanisation

of~ocus on growing rural income

wGovernment thrust on investments in ramping up Agr
infrastructure

uSubstantial growth in MSP to increase purchasing
power of the farmers

wGovernment's thrust on monetisation through
disinvestment and huge investment through projects
under NIP.

wlincreased government expenditure and focus on
modernised of the railways

oBuoyancy in freight movement with growing
industralisation to boost demand

THREATS

wlincreased competition and option with muftational
players entering market

wlabour Shortage during the peak season
oPolitical instability
oNatural disasters such as earth quake, floods etc

winstability in the economic situation may have advers
impact on construction industry

Source: KIMC Research

KJIMC Capital MarkeServices Ltd
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Peer Comparison & Analysis
Exhibit79 ¢ Competitor Landscape
Particulars Revenue EBITDA PAT EPS (Rs) ROE (%) |
(Rsin INR Cr) FY21 | FY22E| FY23E| FY21 | FY22E| FY23E| FY21 | FY22E| FY23E| FY21 | FY22E| FY23E| FY21 | FY22E| FY23E
Escorts Ltél 7014 | 7867 | 8773 | 1127 | 1268 | 1453 | 872 863 989 92 88 100 174 | 148 | 146
mzh'”dra&'\"ah'”dra 74278 | 66427 | 76133 | 13677 | 10905 | 12753 | 2971 | 5083 | 6022 | 26 45 53 73 | 110 | 120
Swaraj Engines Ltd 987 | 1107 | 1186 | 136 153 174 93 106 122 76 87 101 | 358 | 36.6 | 375
V.S.T Tillers TragwLtd 764 954 | 1095 92 127 156 91 108 129 105 138 151 146 | 168 | 157
Source: Company, Refinitiv & KIMC Research *Escorts EPSadjusted to treasury shares
Exhibit80 ¢ Escorts is among the fastest growing tractor companies in India
10 Yrs Revenue CAGR
10.00 9.26
8.00
6.08
6.00
‘LJ.g
4.00 2.74
0.00
Escorts M&M Swaraj VST Tillers
mmmm 10 Yrs Revenue CAGR (%¥==== Average (%)
Source: Comgmy, KIMC Research
Exhibit81 ¢ Escorts is most profitable companies at the tractor space
10 Yrs PAT CAGR
35.00 31.56
30.00
25.00
20.00
15.00
10.00 035 6.43 6.87
_—
0.00 S
-5.00 Escorts M&M Swaraj VST Tillers
mmmm 10 Yrs Profit CAGR (%)== Average (%)
Source: Company, KIMC Research
Exhibit82 ¢ Control inoperating expenses to gain margins and improve profitability
Parameters Escorts M&M Swaraj VST Tillers
(Rsin INR Cr) FY19 | FY20 | FY21 | FY19 | FY20 | FY21 | FY19 | FY20 | FY21 | FY19 | FY20 | FY21
Cost of Material Consumed 4077 | 3476 | 4073 | 55919 | 32322 | 32798 | 665 583 774 439 348 499
% of Sales 65.1 | 59.8 | 581 | 53.4 | 429 | 442 | 7631 | 7541 | 78.49 | 714 | 63.9 | 653
Employee Expenses 485 521 547 | 11242 | 8215 | 7813 | 39 42 43 66 68 82
% of Sales 7.7 9.0 7.8 10.7 | 109 | 105 45 5.4 434 | 108 | 126 | 107
Other Expenses 776 786 696 | 18478 | 15871 | 14542 | 44 39 42 97 86 81
% of Sabs 12.4 | 135 9.9 176 | 211 | 196 | 507 | 499 | 428 | 157 | 158 | 106

Source: Company, KIMC Research

KJIMC Capital Markebervices Ltd
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Exhibit83 ¢ Volatility of margin due to commodity pricénflation to impact Farm Mechanization Companies

EBITDA Margins (%)
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Source: Companyefinitiv &KIMC Research

Exhibit84 ¢ Profitability trend
PAT Margins (%)

15.0
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9.4 9.5 :
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0.0
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B Escorts ®M&M m Swaraj m VST Tillers
Source: Company, Refinitiv & KIMC Research
Exhibit85 ¢ Working Capital andscape (Escorts has always been Prudent in Working Capital Management)
Inventory Days Receivable Days
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Source: Company, KIMC Research
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Sensible Capital Allocation in  every operating segments

Sensible capital allocation remains the cornerstone of growing profitably
consistently.This requires a unique mindset at the promoter lewéh capability to
focus on business intelligence systems, helping improve company profitability
through cost initiatives, ensuring optimal capital allocation and continuously
improving working capital cycle which helps businesses in their growth aspirations
by entering into partnership wit multinational corporations continuously
identifying and evaluatig opportunities for further growth.

With superior contol of operating expenses helpsoi@pany to strengthen the
margins and prioritizedapex according the needs. Then@pany has strong focus
on cash generation with record free cash flow, reportingesigr return on capital

employed (ROCE) across all three business verticals.

Exhibit86 ¢ Segmental ROCE trerfAM, ECE & RED)
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Source: Company, KIMC Research

Exhibit87 ¢ Escorts ROCE increased from 4.19% in FY15 to 20.1% in FY21

ROCE Vs WACC
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Source: Compay, Refinitiv and KIMC Research
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Exhibit88 ¢ Escorts vs listed peers in Farm mechanization sp@®CE)
ROCE Trend (%)
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Source: Company, Refinitiv & KIMC Research
Exhibit89 ¢ Escorts ability to convert EBITDA into operating cash flow remains robust
OCF/EBITDA (%)
0 132%
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Source: CompanKJMC Research
Exhibit90 ¢ Escorts vdisted peers in Farm mechanization spa@@CF/EBITDA)
Taken 3 Yrs Average (FYEY21) to adjust the volatility
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Source: Company, KIMC Research * VST Tillers calculations reflects adjustment.
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_ CMP* | Mcap* 5 yrs CAGR (%) ROCE (%) EV/EBITDA (x) PE (x)
Companies RIC Code
(Rs) (Cr) | sales| EBITDA| PAT | FY21| FY22E| FY23E| FY21| FY22E| FY23E| Fel | FY22€] FY23E
Tractors Players
Escorts Ltd ESCONS| 1523 | 20521 | 141 | 381 [ 477|201 196 | 193 | 158 | 140 | 122 | 166 | 174 | 152
Mahindra & Mahindra Ltd| MAHM.NS| 936 | 1,16306| 3.0 | 63 | 22| 90 | 121 | 126 | 127 | 172 | 144 | 391 | 221 | 180
Swaraj Engines Ltd SWARS | 1761 | 2,137 | 96 | 28 | 7.7 | 404 | 433 | 442 | 147| 130 | 114 | 231 | 202 | 175
V.S.T. Tillers Tractors Ltd| VST.NS | 3320 | 2868 | 24 | 53 | 61| 65 | 187 | 171 | 309| 223 | 182 | 316 | 266 | 223
Mean 30 | 12 | 38 |186| 247 | 247 | 194 175 | 147 | 313 | 230 | 193
Median 24 | 28 | 61| 90| 187 | 171 | 147 | 171 | 144 | 316 | 221 | 180
BSE/NSE Auto Index
Ashok Leytand Lid ASOK.NS| 147 | 42,990 | -39 | -7.0 - | 21| 62 | 194 | 264 434 | 207 | o, | 913 | 261
Bajaj Auto Ltd BAJANS| 3971 | 1,14907| 67 | 33 | 45 | 167 155 | 203 | 216 | 185 | 149 | 237 | 215 | 17.7
Balkrishna Industries Ltd | BLKINS | 2596 | 50,184 | 11.2 | 1255 | 13.2| 223 | 213 | 216 | 282 | 230 | 198 | 426 | 354 | 30.3
Bosch Ltd BOSH.NS| 17917 | 52,850 | -1.1 | -123 | -40| 80 | 142 | 168 | 42.0| 206 | 227 | 431 | 398 | 312
Cummins India Ltd CUMMNS| 898 | 24891 | -38 | -122 | -36 | 9.4 | 109 | 185 | 420 | 332 | 271 | 39.2 | 334 | 286
Eicher Motors Ltd EICHNS| 2905 | 79417 | 56 | -49 | 52| 112 169 | 204 | 408 | 205 | 21.8 | 59.0 | 398 | 27.9
Hero MotoCorp HROM.NS| 2926 | 58451 | 2.1 | -51 | -5.0 | 204 | 230 | 258 | 128 | 11.9 | 100 | 200 | 180 | 150
Mahindra & Mafindra Ltd | MAHM.NS| 936 | 1,16306| 3.0 | 63 | 22| 90 | 121 | 126 | 127 171 | 144 | 391 | 221 | 180
Maruti Suzuki india Lid | MRTUNS | 7484 | 2,26087| 13 | -152 | o | 42 | 120 | 17.8 | 402 | 291 | 193 | 515 | 397 | 264
mgtherson Sumi Systems| \inssns| 254 | 80,096 | 81 | 04 | 96| 52 | 130 | 182 | 197 | 122 | 95 | 727 | 356 | 239
MRE Ltd MRF.NS | 86120 | 36525 | 51 | 49 | -31| 118 102 | 119 | 125| 120 | 99 | 286 | 301 | 227
Tata Motors Ld TAMONS| 507 | 1,68256| -19 | 28 | i, | 38 | 56 | 113 | 80 | 70 | 50 |547.0| 499 | 136
L‘gbe Investments of INdid - pe| Ns | 1375 | 265530 | 6.0 | 117 | 215| 109 | 222 | 268 | 435 | 237 | 180 | 808 | 410 | 314
TVS Motor Co Ltd TVSMNS| 577 | 27,410 | 117 | 211 | 42 | 149| 113 | 137 | 171 | 183 | 146 | 454 | 279 | 203
Amara Raja Batteries Ltd| AMAR.NS| 766 13,077 7.7 55 78 | 178 | 194 196 | 114 | 10.3 9.2 20.2 18.8 16.7
Bharat Forge Ltd BERGNS| gos | 37437 | 02 | 109 | o, | 29 | 115 | 146 | 47.1| 221 | 17.0 | 2082 | 39.8 | 27.6
Exide Industries Ltd EXID.NS 188 15,941 8.1 3.1 0.2 | 134 | 126 13.4 9.2 9.4 8.5 19.7 17.7 15.4
Mean 35 | 05 | 477|106 140 | 178 | 256 | 206 | 154 | 684 | 354 | 231
Median 50 | 28 | 34109 126 | 182 | 216 | 185 | 149 | 426 | 354 | 239

Source: Company, Refinitiv & KIMC Research

*Price & Mcap updated as of 13/10/2021
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Quarterly Analysis
Y-0-Y Y-0-Y
Parameters Quarter ended | Quarter ended Q-0-Q Quarter ended Growth Year Ended Year Ended Growth
(Rs in Cr) 30 June 2021 31 Mar 2021 | Growth (%) 30 June 2020 %) 31 Mar 2021 31 Mar 2020 %)
Reenue from operations 1701.79 2228.75 -24% 1089.26 56% 7014.42 5810.09 21%
Total Exp. 1465.39 1884.92 -22% 967.28 51% 5887.66 5147.69 14%
EBITDA 236.4 343.83 -31% 121.98 94% 1126.76 662.4 70%
EBITDAM (%) 13.89% 15.43% -154 bps 11.20% 269 bps 16.06% 11.40% 466 bps
Other income 48.82 41.9 17% 30.59 60% 160.38 97.6 64%
Depreciation 31.95 31.08 3% 27.08 18% 118.28 107.22 10%
Profitbefore Interest and 253.27 354.65 -29% 125.49 102% 1168.86 652.78 79%
Interest 3.48 3.22 8% 241 44% 13.34 17.23 -23%
PBT 249.79 351.43 -29% 123.08 103% 1155.52 635.55 82%
Share of loss (Adjust) -10.39 -5.24 98% -1.45 617% -0.74 -1.08 -31%
5;2:2 CILAS S 239.4 346.19 -31% 121.63 97% 1154.78 634.47 82%
Tax expense 60.95 80.78 -25% 29.05 110% 283.15 162.75 74%
Tax rate (%) 25.5% 23.3% 213 bps 23.9% 158 bps 24.5% 25.7% -113 bps
PAT 178.45 265.41 -33% 92.58 93% 871.63 471.72 85%
PATM (%) 10.49% 11.91% -142 bps 8.50% 199 bps 12.43% 8.12% 431 bps
EPS 18.1 26.98 -33% 10.78 68% 91.98 55.04 67%
Equity Capital 134.83 134.83 0% 122.58 10% 134.83 122.58 10%
Parameters Quarter ended | Quarter ended | Q-0-Q Growth | Quarter ended | Y-0-Y Growth Year Ended Year Ended Y-0-Y Growth
(Rsin Cr) 30 June 2021 31 Mar 2021 (%) 30 June 2020 (%) 31 Mar 2021 31 Mar 2020 (%)
Agri Machinery 1436.3 1753.05 -18% 976.71 47% 5732.26 4472.49 28%
Products
Construction =0 0 -89
9 lj dzA LIV & Yi'J 0 140.82 321.97 56% 52.49 168% 776.11 839.76 8%
Railwayd lj dzA LIY ¢ 119.4 146.46 -18% 54.91 117% 478.96 477.22 0%
Unallocated 5.27 7.27 -28% 5.15 2% 27.09 20.69 31%
Total Revenue from 1701.79 2228.75 -24% 1089.26 56% 7014.42 5810.16 21%
operations
Source: Company, KIMC Research
Exhibit91 ¢ Quarterly EAM Volume Roundps
EAM (Units)
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Source: Company, KIMC Research

Exhibit92 ¢ Quarterly ECE Volume Roungs
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Valuation & View

The@mpanyA & 2y S 2F LYRAIQa f S| RithgdsioBtglaA y S ¢
among the topengineering companida India,with constantly reshaping, redefining

and reinventing the path of growth and development of the nation. Being a trusted
brand, with a diversified portfolio and strong pan India network makesthe
Companya preferredpartnerof choice in he industies it operates. The Company is
FY2y3a GKS FNRY(GNHzyySNR Ay LhyaRést pfager ii NI O
the industry with market share ~11.3%he @mpany is one of the largest pick and

carry hydraulic mobile crane player in the domestiark&. In the years ahead, the
GCompany wilbe able toachievehigher market share in tractor segment and increase

its penetration in construction segment on back of superior collaboration with
various global industry leaders which will helps Escorts in radtice lead time to
conceptualize andicceleate innovation which will make Escorésglobal brand.

With management focus on improving thevenue mix by introducing the new
products and reclassifyirits customer segment into value and premium categqries

it will lead to improvenent inmargirs and profitability across all business verticals

with scaling up the ROCE, focus on free dimhk generation with well controled

cash conversion cycle dhe back ofa healthy balance sheet.

In the years gone byhe Gmpany has grown its revenue at a 5 years CAGR4%,
EBITDA at ~38%, profitability at 50%, operating cash flow at 38% and free cash flow
at 43%. Further, we anticipate the growth momentum to continme back of
favorable macro and micro economigctors,with continued government support

and expansion in the agriculturepmstruction and railway industrie$Ve project,

the QYLI yeQa O02yaz2fARFGISR NBGSydzS (2 3INP

profitability to grow at ~7%CAGRetween FY24FY23E.

Exhibit93 ¢ Key Assumption (Consolidated) (Rsin Cr

Parameters FY19 FY20 FY21 FY22E FY23E

Revenue 6262 5810 7014 7867 8773
(%) of Growth 7% 21% 12% 12%
EBITDA 725 662 1127 1268 1453
(%) of Growth -9% 70% 13% 15%
Profit after tax (PAT) arr 472 872 863 989
(%) of Growth -1% 85% -1% 15%
EPS (RS) 55.4 55.0 92.0 87.4 100.3

Source: Company & KIMC Research *adjusted for treasury shares

Exhibit94 ¢ Escorts segment wise guidance

(Rsin Or

Segmen Revenue's FY19 FY20 FY21 FY22E FY23E Remarks

We have built in &% volume growth over FY-EXY23E, with
EAM 4799 aarz 5732 6502 235 increase in realization overd®%. On back of continued uptren
in the demand going forward with 90% utilization lewveFY21

-1% 28% 13% 11% and increase in production capacity from 1.2 t6 lakh p.a.
(%) of Growth expect in FY22 augurell.
— 5 N -
1054 840 776 879 996 We have built in 10% volume growth over F\RX23E, with

ECE increase in realization over ~3%. On batkdian government
proposing significant spend on infrastructure, thrust on

-20% -8% 13% 13% monetization through disinvestment and huge investment
(%) of Growth through projects under NIP etc.
We have built in stable r@nue growth for FY22 and 12%
RED 394 art 419 459 515 growth for FY23E onwards. On back of Cd@dituation
gettingnormalised, expecting the tendering process to mgck
21% 0% -4% 12% up, andundetying pentup demand to provide boost to the

(%) of Growth
SourceCompany, KIMC Research

segment.
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Exhibit95 ¢ Valuation Synopsis
Valuation Method Multiple Value
PE Multiple (x) 18.8
PAT (FY23E) (Cr) 989
Equity value of firm (Cr) 18600
Shares outstanding (0/s) 9.86
Target Price (Rs) 1886
CMP (Rs) 1523
Upside (%) 24
Source: KIMC Research **adjusted to treasury shares
Exhibit96 ¢ ROE and valuation scatter plot
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Source: Company, Refinitiv & KIMC Research

Exhibit97 ¢ ROCE and valuation scatter plot
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Exhibit98 ¢ PAT growth (FY2EY23E) and valuation scatter plot
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View ¢ We remain optimistionthe @ YLJ- y & Q& NZ I RY gradth®r2 NJ § |
back of enhancedcapacity, improving profitabilitydebt free balance sheet to
support the future growth, efficient working capital managementich will helps

the @mpany to improve its ROCE and scales up its cash flow generation &tead.
terms of profitability, he @mpany has outperformed majority ahe peers in the

farm mechanization space over the yeafge project robust growth in revenue in

all three business verticals Escorts Agri Machinery (EAM) eegbiecgrow at ~13%,
Escorts Construction Equipment (ECE) exgabtd grow at ~14% and Railway
Equipment Division (RED) expstttto grow at ~4% CAGR between FFYR3E.
Escortsis one of the fewconglomerateswhich provide high degree of overall
growth (top to bottom), which comes partiallfrom the @ Y LJI Jhigt@ical track

record and its performace visa-vis its competitors.Currently, the stock is trading

at 152x FY23EEPS. S AYyAGAIF GS O2@SNY 3IS:I ga@tak |
target price of Rs 1886or the period of 12 months (upside 024%) valuingthe
Company at 188x the historical aveage(other than shares held by Escorts Benefit

& Welfare Tust/Treasury shareson FY23E EPS.

Exhibit99 ¢ Last one yeaclosingshare price performance
1600

1500
1400
1300
1200
1100

1000

Source: NSE
Risks Factors
V Rising inflation to dentZ Y LJI sybgefating margins and lowprofitability

V Increase in competitiorand product option with multhational players
entering the market

V  Geopolitical occurrences, industry volatilities and rising fuel prices remain
a threat

V  Natural disaster such as earth quake and floods are unpredetatd can
delay or interrupt the construction boom
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Ability to Outperform in the Long Run
Exhibit100¢ Escorts Vs BSE Auto Index Vs Nifty 500 Index
Growth of Rs 100
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Exhibit101¢ Escorts Vs Farm Mechanization Players

Growth of Rs 100
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Board of Directors

Brief Overview:

/N
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Name Designation Particulars
—_ Chairman & - .
Mr. Nikhil Managin Mr. Nanda joined Escorts Board in 1997. He holds Baccalaureate Degree, Bachelor of E
Nanda Direc?org Administration from The Wharton Business School, University of Pennsylvania.
Mr. Executive He is a mechanical engineer with 39 years of diverse experience in Tata Motors, Hero Mot
Shailendra . Escorts Ltd. In his past assignment as Presideriiesb Motors, he was instrumental in th
Director . .
Agrawal successful turnaround of its Auto components business.
Mr. Hardeep Director Mr. Singh was earlier associated with Tata Group rose to be Director Agrochemical, Rallis Ir]
Singh He is an alumni of Kellogg Sohof Management Advanced Management Programme.
Mr. P.H Independent Mr. Ravikumar at present, the Nerexecutive Chairman of Utkarsh Small Finance Bank Ltd ar
Lo P Board of Aditya Birla Capital and on Board of Bharat Forge Ltd, aatbegs. He is a Commerg
Ravikumar Director . . . .
graduate with a Senior Diploma in French.
Mrs. Vibha Independent Mrs. Rishi is a passionate marketing professional, specializing in Indian and International m
Pal:|I Rishi Dirpector She is also associated with Pratham NGOke/¢o provide education to underprivileged Childre
She is an alumnus of Faculty of Management Studies (FMS), Delhi
He was a Board member in more than 25 PSUs and has worked in the Asian Development
Dr. Sutanu Independent | over five years. He is postgraduate from Delhi School of Economics, earning a second postg
Behuria Director degree as well as a doctorate in Economics from Southern Methodist University, USA. He is &
Administrative Services Officer (1976 batch)
Ms Nitasha Whole -time She was responsible for managing the Company's subsidiaries, including Escorts Securities
Nanda Director Escorts Asset Management Ltd. She is a B.Com (H) from University of Delhi.
Mr. Munjal is oneof the founder promoters of the Hero Group, India's premier automot
Mr. Sunil Independent | manufacturing group that has evolved from being the world's largest bieynkker to the largest
Kant Munjal Director two-wheeler maker. He had completed the graduation and underwent training in the die
Mechanical Engineering.
Ms Tanva Independent She is a Director on the Board of Godrej Industries, Godrej Consumer Products and Godre;j 4
y P Sheis an A.B. in Economics & Political Science from Brown university, USA and an aianread
Dubash Director .
Business School.
. Mr. Salve is a senior counsel as well as an arbitrator in India and Barrister (UK) specia
Mr. Harish N.|  Independent L . ; . .
Salve Director constitutional, commercial and taxation law. He was the youngest ever to be appoinsaticsor.
He holds an Honorary Doctorate and is Chartered Accountant and a law graduate.
. . Mr. Watanabe is the Director and Senior Managing Executive Officer, General Manager of Fg
Mr. Dai Nominee - - : o . .
Watanabe Director Industrial Machinery Consolidatddivision of Kubota Corporation. He graduated in 1984 from
Department of Economics, Kyoto University. He did his MBA from Kobe University in 1995.
Mr. Yuiji Nominee Mr. Tomiyama is the Senior Managing Executive Officer of Kubota @tippo He graduated ir
Tomiyama Director 1980 from the Department of Engineering, Tokyo Institute of Technology.
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