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Demand softness dents sales; One offs drive profitability  
Escorts Kubota Limited (EKL) reported a muted topline performance in Q1FY26, with revenue declin-
ing 2.9% YoY to Rs. 25,001 million, falling short of street estimates of Rs. 26,048 million. The decline 
was largely driven by tepid volume performance in the domestic market and underperformance rela-
tive to the industry. Despite softness in the topline, a healthy uptick in profitability was observed. 
Gross profit rose 2.6% YoY to Rs. 7,719 million, with gross margin (GM) expanded 166 bps YoY to 
30.9% (up 24 bps QoQ). The improvement in GM was on account of lower COGS, aided by inventory 
stocking. EBITDA stood at Rs. 3,214 million, up 2.0% YoY and 11.8% QoQ, marginally below esti-
mates of Rs. 3,260 million, while Operating Margin (OPM) improved to 12.9%, expanding 61 bps YoY 
and 110 bps QoQ - reflecting healthy operating leverage in the Agriculture Machinery segment and 
lower other expenses. Reported PAT surged 39.8% YoY to Rs. 3,695 million, significantly beating 
estimates of Rs. 2,852 million. The jump was driven by a modest uptick in other income and a signifi-
cant contribution from an exceptional item of Rs. 760 million, arising from a land sale. Excluding this, 
PAT remained in line with estimates. The one-time impact of profit from discontinued operations of 
Rs. 10,280 million is excluded, which pertains to the slump sale of its RED business. On the volume 
front, Tractor sales stood at 30,581 units, showing a modest annual growth of 0.7% and a strong se-
quential rebound of 14.8%, aided by improved rural demand and seasonal trends. Construction 
Equipment volumes came in at 1,055 units, witnessing a sharp decline of 23.7% YoY and 38.6% 
QoQ, reflecting subdued demand in the segment. 

 

Valuation and Outlook   
The company delivered a mixed performance in Q1FY26, with the topline coming in below expecta-
tions due to tepid domestic volumes and underperformance relative to the industry. However, the 
quarter was marked by a resilient operating performance, with gross and EBITDA margins expanding 
on the back of favourable raw material costs and better cost control, particularly in the Agriculture 
Machinery segment. The sharp jump in PAT was aided by exceptional gains, though core profitability 
remained broadly in line with expectations. While Q1 saw muted revenue performance, we believe 
Escorts Kubota is well-placed for a gradual recovery in H2FY26, supported by a strong pipeline of 
new launches across brands (Promaxx, MU Series, Wetland). These are expected to aid market 
share gains, particularly in under-penetrated southern and eastern markets. Export momentum re-
mains healthy, with management targeting 25–30% YoY growth in FY26 and a medium-term contribu-
tion of 15% to total revenue, aided by rising integration with Kubota’s global network. The Construc-
tion Equipment segment is expected to rebound post-monsoon as emission-related transition impacts 
subside and government-led infrastructure activity picks up. While input costs are firming up, with the 
impact likely to be felt from Q2 onwards, and the drag from the unfavourable regional mix expected to 
persist in the near term, management has retained its EBITDA margin guidance of 12–12.5% for 
FY26, supported by new product launches, cost discipline, and operating leverage. Overall, EKL re-
mains well-positioned, with improving fundamentals and medium-term levers for profitable growth in 
place. 
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Particulars (Rs. Mn) Q1FY26 Q1FY25 YoY (%) Q4FY25 QoQ (%) 

Net Sales 25,001 25,737 -2.9% 24,449 2.3% 

Gross profit 7,719 7,520 2.6% 7,490 3.1% 

Gross margin (%) 30.9% 29.2% 166 bps 30.6% 24 bps 

EBITDA 3,214 3,151 2.0% 2,875 11.8% 

OPM (%) 12.9% 12.2% 61 bps 11.8% 110 bps 

Adj. PAT 3,695 2,644 39.8% 2,716 36.0% 

PAT Margin 14.8% 10.3% 451 bps 11.1% 367 bps 

Key Highlights 
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Key Concall Highlights 

Demand & Volume Trends 

Domestic tractor market underperformed industry (Escorts flat YoY vs. industry +9.2%) due to weaker 
presence in high-growth South/East regions. 

Construction Equipment volumes declined 24% YoY, impacted by pre-BSV inventory clearance and 
weak industry demand. 

 

Growth Outlook 

Management retained mid-to-high single-digit tractor industry growth guidance for FY26. 

Q2FY26 to remain soft due to high base; H2FY26 growth to depend on festive season and regional 
monsoon spread. 

CE segment expected to recover in H2FY26, backed by government infra push and transition to new 
emission norms getting completed. 

 

Product Strategy & Market Share 

Promaxx series (Farmtrac) already launched in Q1FY26; early signs of market share gain in launched 
states. 

Kubota MU series (42–50 HP) launched; Wetland series under Powertrac to be launched by Q2-end. 
Full benefits to flow in H2FY26 and FY27. 

Targeting market share improvement in South/East regions via product-market fit and dealer expan-
sion in white spaces. 

 

Margins & Cost Commentary 

Gross margin improved due to lower COGS; supported by inventory stocking benefit. 

Commodity costs expected to rise from Q2FY26 (especially metals), but impact to be limited (~<1%). 

FY26 EBITDA margin guidance retained at 12–12.5%, supported by cost control, improved mix, and 
scale leverage. 

 

Capex & Expansion Plans 

FY26 capex guided at Rs. 350-400 crore, excluding greenfield plant. 

UP greenfield plant delayed due to land acquisition; expected to commence construction in FY27. 

 

 

 

 

“Looking ahead with timely and wide-
spread above normal monsoon rain 
and improved reservoir level, rural 
sentiment remain positive and farmer 
cash flow are strengthening. “ 

 

 

 

 

 

 

 

“Exports will stabilize around 500-600 
tractors per month.” 
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Revenue Trend Gross Profit and Gross Margin  

EBITDA and EBITDA Margin PAT and PAT Margin 

Tractor Volume Construction Equipment Volume 

Quarterly Snapshot  

Source: Company, BP Equities 
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Key Financials  
 YE March (Rs. mn)   FY22   FY23   FY24 FY25  FY26E   FY27E  
Revenue 72,827 84,287 98,036 1,02,439 1,09,610 1,16,734 

Revenue Growth (Y-o-Y) 3.8% 15.7% 16.3% 4.5% 7.0% 6.5% 

EBITDA 9,954 7,775 11,309 11,653 13,482 15,292 

EBITDA Growth (Y-o-Y) -11.7% -21.9% 45.4% 3.0% 15.7% 13.4% 

Net Profit 7,356 6,367 9,430 11,241 13,153 15,059 

Net Profit Growth (Y-o-Y) -15.6% -13.5% 48.1% 19.2% 17.0% 14.5% 

Diluted EPS 73.7 58.8 96.6 115.0 117.4 134.5 

Profitability Ratios 

EBIDTA (%) 13.7% 9.2% 11.5% 11.4% 12.3% 13.1% 

NPM (%) 10.1% 7.6% 9.6% 11.0% 12.0% 12.9% 

ROE (%) 9.7% 7.8% 10.0% 10.8% 11.7% 12.3% 

ROCE (%) 10.0% 6.5% 9.2% 8.8% 9.5% 10.1% 

Valuation Ratios 

P/E (x) 45.7x 57.3x 34.9x 29.3x 28.7x 25.1x 

EV/EBITDA (x) 38.7x 49.8x 33.6x 31.5x 27.5x 24.5x 

Market Cap/Sales (x) 5.2x 4.5x 3.8x 3.7x 3.4x 3.2x 



 

 

Weekly Wealth                                                                    

Institutional  Research                           BP Equities Pvt. Limited (www.bpwealth.com)                        08/05/20 21            6  

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

Research Desk                                                                      Tel: +91 22 61596138 

Disclaimer Appendix 

Institutional Sales Desk                        Tel:  +91 22 61596403/04/05 

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. 

Corporate Office:  
4th floor,  
Rustom Bldg,  
29, Veer Nariman Road, Fort,  
Mumbai-400001 

Phone- +91 22 6159 6138   
Fax-+91 22 6159 6160  

Website- www.bpwealth.com  

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

 

BP Wealth Management Pvt. Ltd.  
CIN No: U67190MH2005PTC154591  

 

BP Equities Pvt. Ltd.  
CIN No: U67120MH1997PTC107392  

 


