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Sector CMP
Auto - Tractors 653 BUY 720 10%

Company
Escorts Ltd.

Key Stock Data

BSE Script Code ESCORTS
NSE Script Code ESCORTS
No. of shares 12.25
FV (Rs.) 10
MCAP (Rs.) 8172 Crs
MCAP (S) 114 Crs
52 Week High Rs. 833
52 week Low Rs. 423
Time Frame 6 months

Shareholding Pattern

Promoters 40.25%
Dlls 5.34%
Flls 20.38%

Others 34.03%
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Recommendation Target Potential Upside

Escorts Ltd. (ESCORTS) is one of India's leading engineering conglomerates with over seven decades of experience. It has helped
accelerate India's socio-economic development through its presence across the high growth sectors of Agri-machinery,
construction & material handling equipment and railway equipment. The company has diversified business into three different
segments. Escorts Agri Machinery (EAM), Escorts Construction Equipment (ECE) & Railway Equipment Division (RED).

Investments Rationale

1. Pickup in Auto sales volume growth
Escorts have witnessed a good pickup in the auto sales numbers primarily due to good monsoon which is highest in the 25 years.
From the entire auto sector, Escorts is the only company to report a growth of 2% on a yearly basis in the month of September as
against its peers continuing to report a de-growth during the same month. Escort’s export volume too witnessed a surge of 50%
on a yearly basis for the month of September 2019 as against its peers.

2. Retention of market share.
The auto sector underwent a huge slowdown in the past one year but despite the slowdown, Escort had maintained its market share on
a yearly basis to 10.5% in 1QFY20 as against 10.7% in 1QFY19. As monsoon was delayed in India but eventually witnessed 25 years high
rainfall, we believe tractor demand will speedily recover and outperform the entire auto sector.
Outlook & Valuations
Escort has been reporting healthy volume sales numbers both on domestic as well as on exports front and with a record-high
monsoon of above 25 years PAN India, we feel, the demand for tractors will increase hereon, hence would like to recommend a
BUY on the stock. The stock is currently trading at a mere 8.7x FY21 E PE and looking at the pickup in demand for tractor sales,
good exports and attractive valuations we would like to allot a PE multiple of 10.5x on FY 21 EPS of Rs. 69.32 to arrive at a target
price of Rs. 720 per share.

Key Financial Amt in Crs
Particulars FY17 A FY18 A FY19 A FY20 E FY21E
Total Revenue 4219 5080 6262 7201 8498
EBITDA 309 553 725 864 1105

PAT 171 347 477 648 850

EPS 20.94 41.62 55.68 52.87 69.32

PE 31.28 15.74 11.74 12.39 9.45
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