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CMP Rs. 298 Tata Motors — What if the rights devolve~

We believe the Ordinary rights issue of Rs 340 is difficult to get subscribed as the share price now is below Rs 300.
Consequently, neither individuals nor institutions will buy these ordinary shares with full voting rights. The company said
Tata Sons, along with group companies Tata Steel Ltd and Tata Industries Ltd, have urged the rights issue underwriters,
JM Financial Consultants Pvt. Ltd, not to sell their shares for 90 days from the date of devolvement notice if more than
35% of the “A” ordinary shares are unsold. Tata Sons announced that it will not only buy ‘A’ shares, but any unsold
Ordinary shares too. As for Ordinary ‘A’ shares, there is a slight possibility that retail investors may subscribe to it as it
could pay higher dividends.

We have considered three scenarios as follows-
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We do not believe that a part of issue will get transferred from Ordinary shares to Ordinary 'A’ shares as the filing with
SEBI cannot be changed and if the issue price has to be revised, the whole process must be repeated, which is time
consuming and tedious.

If Tata Motors raises money through its holding company Tata Sons it will damage Tata Motors’ image and credibility in
the market and reflect its inability to raise money on its own. Secondly, Tata Sons itself will face cash issues as the other
companies within the Tata Group — Tata Steel and TCS are facing problems, the former due to the softening steel prices
and the latter due to concerns over US software industry. Also, most Tata group companies are capex intensive or are in
the process of acquiring other companies and hence subscribing to whole of Tata Motors issues may put more pressure
on Tata Sons.

We maintain our SELL rating on Tata Motors with a target price of Rs 394. The stock is under review and we will revise
the stock price downwards due to concerns over rights issue and lackluster volume performance.
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Disclaimer: This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information
and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable.
Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. This document is for information purposes only.
Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should
not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a
citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would
be contrary to law or regulation or what would subject HDFC Securities Ltd or its affiliates to any registration or licensing requirement within such
jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention
of the sender. This document may not be reproduced, distributed or published for any purposes with out prior written approval of HDFC Securities Ltd .

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their
value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign
currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HDFC Securities Ltd may from time to time solicit from, or
perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HDFC Securities Ltd, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained
due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds,
changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HDFC Securities Ltd and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and
financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities
of the companies / organisations described in this report.
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