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Indian auto component manufacturers offer advantages like low-cost and adequate

production capacity with world class technology. Domestic auto component In absence Of Strong auto

manufacturers are increasingly complying with the internationally accepted quality demand rising level of
standards like six sigma, 1SO, etc which has caught the attention of global OEMs. Global ’

OEM:s are increasing their localization levels across all their products offerings in Indian Indlgenlzatlon will drive
markets. The level of indigenization is being increased in phased manner to keep costs J {1111} component growth

low without compromising quality. Furthermore, depreciating rupee is resulting in

increase of import bill for global OEMs, who source a large proportion of their inputs
from overseas markets. In order to curtail the burden of growing import bill global OEMs
are resorting to increased local sourcing. Although indigenization level of domestic
players is already around 95 per centin 2011-12, indigenization level of foreign OEMs
stands between 65-70 per cent, CARE Research estimates it to reach around 80 percent
by the end of 2014. CARE Research foresees growing levels of indigenization in next
couple of years will drive growth of auto component manufacturers in the next 2-3 years
regardless of slowdown in automobile demand

. In 2011-12 imports stood at Rs. 514 billion as compared to exports of Rs. 334 billion,
Trade gap to narrow In however, we believe that the trade gap would narrow going ahead due to continuously
next five years on the rising rate of growth in exports and expected decline in growth rate of imports due to
back °f growing increase in levels of indigenization. In 2011 and 2012 exports have grown by 55 per cent

and 41 per cent respectively compared to imports which have witnessed a growth of 33
per cent in both 2011 and 2012. Increasing number of global OEMs are moving

indigenization by
glcbal OEMs substantial part of their manufacturing operations to India so as to make India their
export base. This will provide opportunity for domestic component manufacturers to
expand their clientele as well as presence. Further, it also provides opportunity for
domestic manufacturers to become a part of global supply chain of these OEMs. The
entry of foreign OEMs and auto component manufacturers has pushed domestic
manufacturers to enhance their product as well as manufacturing technology.

The replacement market, where price plays a critical role as compared to quality, is a
dominated by the highly fragmented unorganized sector. Smaller component Strong v.ehICIe
manufacturers, counterfeits and cheap imports cater to this price-sensitive replacement populatlon to augment
market segment. Large organized players are able to garner relatively small pie of this replacement market
segment. Replacement demand is dispersed across the length and breadth of the demand

country, while the players in the organized segment are concentrated in selected
clusters, which have proximity to the OEM:s. Irrespective of slowdown in auto demand,

CARE Research expects replacement market to witness high growth in 2012-13 on the
back of huge vehicle population. The pileup in vehicle population due to strong growth
in the domestic market during the last one decade would continue to weather the effect
of muted auto sales in the short term.
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Section- | Care Research's Outlook

Outlook on Auto component industry

Domestic market to grow at a CAGR of | [-12 per cent till 2016

Rising indigenisation level will help auto comp manufacturers to offset impact of slow auto sales
OEM demand to remain subdued in short term

Unorganized players would continue to dominate the replacement market

Rise in localisation drive by global OEMs to restrain growth levels in imports...

Although recent FTA plans with European Union may provide some short term impetus

India is becoming preferred manufacturing destination for global automobile manufacturers

Increasing presence of global OEMS is providing opportunity to Indian auto component manufacturers to go
global...

Indian OEMs growing global footprints helping domestic players consolidate their position globally

B Investments of around Rs. 25-30 billion are expected in next 2 years

Outlook on Profitability

Poor show by OEMs, to have bearing on component manufacturer's profitability this fiscal
EBITDA margins to remain under strain on the back of high input cost this fiscal; but gradually improve
Net cash accruals would shrink owing to pressure on profitability in 2012-13

Section- Il Industry Section

Introduction

Size of Indian Auto Component Industry
Key Component Segments

Industry structure and competition
Importance to the Economy
Government Policies

= Custom duty

= Excise duty

= FDI policy

Domestic market

Domestic market

Strong growth scenario in automobile demand kept auto component market buoyant
Structure of auto component market

OEM market

Replacement market

Trade scenario

Exports

= Market Size and Trend in Exports
= Key export products

Imports

= Size of Imports

= Key sources of Imports

Auto component segments The .
B Engine component segment Indlan
B Drive transmission and steering segment AUtO Component
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Body and chassis segment
Suspension and braking component segment

|
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B Equipment segment

B Electrical component segment
|

Residual segment

Cost Analysis

B Raw Material Cost
Steel
Rubber
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Employee Cost

Selling and distribution cost

Research and development cost

Credit Profile

Operating Margins

Net Margins

Return on Capital Employed
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Debt-Equity
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