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Share Holding (%) 

Sector Outlook Positive 

Stock 
 

CMP (Rs.)                            2,805 

BSE code 500495 

NSE Symbol ESCORTS 

Bloomberg ESCORTS IN 

Reuters ESCO.BO 

Key Data 
 

Nifty 21,782.5 

52 Week H/L (Rs.) 3,440/1,808 

O/s Shares (Mn) 110 

Market Cap (Rs. bn) 308.5 

Face Value (Rs.) 10 

Average Volume 
 

3 months 339,930 

6 months 402,880 

1 year 368,440 

Relative Price Chart 

Tepid growth on subdued demand 

EKL reported a 3% YoY / up 13% QoQ increase in net revenues to Rs. 2,320 crores for Q3FY24, 
slightly below market expectations, primarily due to lower-than-anticipated revenues from the railway 
segment. The slight revenue uptick was fuelled by a robust 49% YoY growth in the construction busi-
ness segment, partially mitigated by an 18% YoY decline in railway segment revenues and a 3% YoY 
decrease in tractor segment revenues. The tractor segment underperformed on a 7% YoY decline in 
volumes. Despite the revenue shortfall, EKL recorded a 64% YoY / 19% QoQ rise in EBITDA to Rs. 
312.7 crores, albeit slightly below market estimates, largely attributed to the lower revenue print in the 
railway segment and lower-than-expected profitability in the construction segment, offset by better-
than-anticipated profitability in the tractor business. The EBITDA margin stood at 13.8% (up 510 bps 
YoY / up 600 bps QoQ). The company reported a PAT of Rs. 280 crores, in line with estimates, re-
flecting a 49% YoY and 18% QoQ increase. The tractor segment EBIT margin rose by 550 bps YoY 
due to price increases and commodity tailwinds, while the construction equipment and railways busi-
ness maintained steady profitability. Construction equipment's EBIT margin improved by 610 bps YoY 
whereas the railway segment's EBIT margin improved by 530 bps YoY in Q3FY24. The railway seg-
ment witnessed an 18% YoY decline in revenues, with the order book shrinking to Rs. 870 crores as 
of December 2023, to be executed over the next 6-8 months. The railway segment's EBIT margin 
reached 18.4%, up 530 bps YoY, driven by a better product mix and raw material tailwinds, partially 
offset by negative operating leverage. 
 

Valuation and Outlook 

The third-quarter results for EKL reflect a nuanced landscape, characterized by both opportunities 
and challenges within the tractor industry. Despite a 3% YoY slip in tractor volumes in 9MFY24, EKL 
anticipates a further decline of 5-7% in domestic tractor industry volumes, indicating a double-digit 
volume contraction in Q4FY24E. The factors contributing to this decline would be erratic monsoon 
patterns, diminished reservoir levels affecting Rabi sowing acreage, and weak Kharif crops outtake, 
particularly in southern states. The company's market share remained relatively stable at 10.5% in 
Q3FY24, although it has ceded ground in the domestic tractor and construction equipment segments. 
EKL's strategic response entails a comprehensive approach aimed at regaining lost market share 
through initiatives spanning pricing strategies, product innovation, financing facilitation, dealer profita-
bility enhancement, and network expansion. While the partnership with Kubota offers growth pro-
spects, the full benefits of integration are expected to materialize only in FY26. Despite headwinds in 
the tractor segment, sustained margin performance across segments is anticipated, supported by 
favourable commodity prices and pricing improvements.  

 Auto OEM | Q3FY24 Result Update                                                                            12th February 2024 
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Particulars (Rs. Mn) Q3FY24 Q2FY24 Q3FY23 YoY (%) QoQ (%) 

Net Sales 23,204 20,462 22,637 2.5% 13.4% 

Gross profit 7,112 6,616 5,766 23.3% 7.5% 

Gross margin (%) 30.6% 32.3% 25.5% 510 bps (170 bps) 

EBITDA 3,127 2,633 1,903 64.3% 18.8% 

OPM (%) 13.5% 12.9% 8.4% 510 bps 60 bps 

Adj. PAT 2,773 2,350 1,864 48.8% 18.0% 

EPS (Rs.) 25.2 21.4 16.9 48.8% 18.0% 

0.00

20.00

40.00

60.00

80.00

100.00

120.00

140.00

160.00

180.00

200.00

0
9

-F
e

b
-2

3

1
1

-M
a

r-
2

3

1
0

-A
p

r-
2

3

1
0

-M
a

y
-2

3

0
9

-J
u

n
-2

3

0
9

-J
u

l-
2

3

0
8

-A
u

g
-2

3

0
7

-S
e

p
-2

3

0
7

-O
c

t-
2

3

0
6

-N
o

v
-2

3

0
6

-D
e

c
-2

3

0
5

-J
a

n
-2

4

0
4

-F
e

b
-2

4

Escorts Kubota Ltd. NIFTY

67.7%
5.0%

10.5%

16.8%

Promoters FII DII Others



Escorts Kubota Ltd.                                                                    Result Update Q3FY24 

Institutional  Research                           BP Equities Pvt. Limited (www.bpwealth.com)                           12/02 /2024            3  

            BP Equities reports are also available on Bloomberg [BPEQ <GO>] | Thomson Reuters | Capital IQ |  

    B P    W E A L T H 

However, the competitive landscape in the tractor segment is expected to remain intense, potentially 
limiting market share gains for EKL. As the industry grapples with a projected 6-7% YoY decline in 
FY24, EKL remains poised to navigate challenges while leveraging opportunities for growth and resili-
ence in its core segments. 
 

Key Concall Highlights 

Volumes: 

 The domestic tractor industry fell 4.9% YoY to ~235k units in Q3FY24 due to erratic and deficient 
rainfall that led to delayed crop harvests and lower rabi sowing.  

 EKL’s domestic tractor volumes fell 6% YoY to 24.6k units. EKL’s market share in Q3FY24 was 
10.5%. 

 The export tractor industry declined 27% YoY to ~21.3k units and EKL’s export volumes fell 26% 
YoY to 1,371 units in Q3FY24. Management expects export volumes to reach 20-30k units in the 
next 2-3 years. Sales through Kubota’s global network stood at ~47% of export volumes in 
Q3FY24. 

 The construction equipment industry volumes grew 31% YoY, aided by 47% growth in crane vol-
umes, 49% growth in the compactor segment, and 25% growth in backhoe loaders. EKL’s total 
volumes grew 49% YoY to ~1,800 units in Q3FY24.  

 For the Railway Equipment division, revenue fell 18% YoY to Rs. 200 crores as the supply sched-
ule from the railway department was lower in Q3FY24. Management expects the railway division 
to pick up, with good traction expected from both the freight wagon and passenger wagon divi-
sions. The order book for the railway division was at Rs. 9 billion+ at end of Q3FY24.  

 EKL’s inventory levels are currently at 35-38 days and management does not intend to increase 
this level for FY24. Management indicated that it will be primarily focusing on western markets, 
namely Gujarat and Maharashtra (currently contributing ~21% of Total Insurable Value (TIV)), and 
to some extent on southern markets (15-16% of TIV). 

Other Highlights: 

 TREM-5 emission norms will be applicable from 1 April 2026, as per formal communication from 
the government to the company. The implementation of TREM-4 norms led to a decrease in in-
dustry size for the 41-50HP segment to 2% of the total tractor market as on Q3FY24 (from 7% in 
FY23), translating into total sales of 20k-22k units for the segment (down by ~30k units in 
9MFY24). 

 EKL incorporated its non-banking finance company (NBFC) in January 2024 and intends to apply 
to the RBI for a license in February 2024. Post RBI approval (expected in 6-8 months), the man-
agement intends to launch the NBFC arm in FY25 and commence financing. 
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Key Financials  

YE March (Rs. millions)  FY20   FY21   FY22   FY23   FY24E   FY25E  

Revenue   58,100 70,140 72,830 82,422 89,576 1,02,736 

Revenue Growth (Y-oY) (39.7%) 20.7% 3.8% 13.2% 8.7% 14.7% 

EBIDTA   6,610 11,260 9,660 7,799 11,834 13,675 

EBIDTA Growth (Y-o-Y) (62.6%) 70.3% (14.2%) (19.3%) 51.7% 15.6% 

Net Profit   4,436 8,254 6,470 5,726 10,368 12,060 

Net Profit Growth (Y-o-Y) (72.5%) 86.1% (21.6%) (11.5%) 81.1% 16.3% 

Diluted EPS 40.3  75.0  58.8  52.1  94.3  109.6  

Diluted EPS Growth (Y-o-Y) (83.2%) 86.1% (21.6%) (11.5%) 81.1% 16.3% 

Key Ratios 

EBIDTA margin (%) 11.4% 16.1% 13.3% 9.5% 13.2% 13.3% 

NPM (%)   7.6% 11.8% 8.9% 6.9% 11.6% 11.7% 

RoE (%)   16.3% 21.9% 11.7% 8.1% 11.8% 12.4% 

RoA (%)   9.7% 14.7% 9.2% 6.6% 7,85% 8.2% 

Valuation Ratios 

P/E (x)   69.6x 37.4x 47.7x 53.9x 29.8x 25.6x 

EV/EBITDA 10.9x 12.8x 18.4x 29.2x 24.4x 21.1x 

P/BV (x)   0.5x 1.2x 1.0x 1.6x 2.3x 2.1x 

Market Cap. / Sales (x) 5.3x 4.4x 4.2x 3.7x 3.4x 3.0x 
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Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any 
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any 
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied 
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own 
investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 

    B P    W E A L T H 

Corporate Office:  
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29, Veer Nariman Road, Fort,  
Mumbai-400001 

Phone- +91 22 6159 6464   
Fax-+91 22 6159 6160  

Website- www.bpwealth.com  

Registered  Office: 
24/26, 1st Floor, Cama Building,  
Dalal street, Fort,  
Mumbai-400001 
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