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The continuing pressure on automobile sales owing to challenging economic
environment has substantially impacted the original equipment manufacturer (OEM)
demand for tyres in FY13. However, healthy rise in replacement demand helped to keep Healthy replacement
tyre sales afloat. As per the data released by the Automobile Tyre Manufacturers demand kept industry
Association (ATMA) for April-December FY13 period, the replacement demand in unit .

terms has witnessed a growth of 10 per cent. Whereas in tonnage terms the replacement aﬂoat n FYI3
demand witnessed a strong rise of around 27 per cent on y-o-y basis. Sharp drop

observed in sales of higher tonnage T&B tyres has considerably pulled down the OEM
demand especially in tonnage terms during April-December FY13 period.

The OEM demand of tyre industry that has been growing at a healthy pace during FY10-
FY12 period, hit a roadblock in FY13. Challenging economic scenario and steep hike in

OEM demand shrunk fuel prices during FY13 augmented the overall cost of ownership that led to subdued

. c demand in the automobile industry, strained the OEM demand. In unit terms the OEM
conﬂderably on SIuggISh demand witnessed a drop of around 2 per cent. While in tonnage terms, the drop has

been much sharper at around 7 per cent during April- December FY13 period indicating
sharp drop in the demand for higher tonnage tyres.

automobile sales...

CARE Research foresees the OEM demand to increase at a moderate rate in unit terms. OEM demand expected to
Demand for higher tonnage T&B segment is expected to grow at an even lower pace, in . P .
terms of tonnage. On the other hand replacement demand that formed around two- remain under Pressure in

third of the overall domestic tyre demand in FY13 is expected to remain the growth short term whereas
engine for the industry in short to medium term period. CARE Research believes replacement demand
considerable addition of vehicles on road during last one decade will continue to fuel . .

& would continue to remain

the growth engine in
near term

replacement demand for tyres. CARE Research foresees replacement demand in FY14
to be healthy, suggesting higher rise in replacement demand.

CARE Research observed that during last 3-4 years, the demand for radial tyres in T&B
category has witnessed a strong rise. Although, its penetration in T&B segment has
TBR tyre demand to increased nearly three folds from around 7-8 per centin FY10 to estimated 23 per centin
almost double in FY13, it still remains the lowest compared to other automobile segments. The increase in
OEM demand for radial tyres has been mainly due to rising purchase by commercial
vehicle manufacturers for their new sales, growing demand from transport operators,
etc. While, rising awareness among truck operators about better cost economics for
radial tyres and improvement in road infrastructure have fuelled the replacement
demand for this tyre category.

next five years

CARE Research believes, initiatives taken by key tyre manufacturers (both domestic and .
global) to impart awareness about the benefits of the radial tyres would fuel growth for ngher demand from
these tyres in replacement market in medium to long-term period. Hence, healthy rise replacement market’
in demand for TBR in replacement market would significantly surge the proportion of key for the rise in
these tyres in T&B replacement segment in the medium term period. CARE Research share of radials in

T&B segment

estimates the proportion of TBRin replacement to increase substantially in FY15.
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Section- | Care Research's Outlook
Outlook on Domestic market
B Healthy replacement demand kept industry afloat in FY3
B OEM demand expected to remain under pressure in short term

B Lower tonnage category tyres like two & three wheelers and light commercial vehicles (LCVs) to drive OEM
demand in short to medium term

Higher tonnage tyres to take back seat in short to medium term

Replacement demand to be the growth engine for the industry in short to medium term

Lower tonnage category tyres to drive the growth in replacement market in medium term

LCV and cars & jeep segment to fuel replacement demand in short to medium term period

Higher tonnage T&B and tractor to witness modest growth in medium term

T&B radials (TBR) to constitute almost half of the T&B category demand by next five years

India is among the least penetrated market for TBR tyres in the world that enhances its growth potential
Higher demand from replacement market, key for the rise in share of radials in T&B segment

Aggressive expansion lined up in T&B radial tyre category to keep up with surging demand

Radial tyres can help MAV operators save Rs |.6/Km

Growth levels in imports to soften in medium term

Exports to witness steady rise in near to medium term as player push to increase their global presence

Outlook on Profitability
B Top line to witness healthy growth of around 8-9 per cent until FY 5
B Natural rubber prices expected to rise in near term, though at a slower pace

B Prices for synthetic rubber expected to remain subdued in near term, influenced by softening in crude oil prices
and slowdown in demand

NTC Fabric prices to remain stable in the near term
Softening in prices of key raw materials, a relief for tyre manufacturers in FY13...

Operating margins to witness a marginal drop in FY 14

Investment of around Rs. 2,000 crore expected in next 2 years

Section- Il Industry Section
Evolution
B Inception phase (1920 - 1935)
B Developmental phase (1935 - 1960)
B Restriction phase (1961 - 1991)
|

Modernisation phase (1991 onwards)

Tyre Basics
B Structure of the tyre
B Performance parameters of tyres
B Tyre manufacturing process

B Tyre technology

Demand
B OEM demand shrinked considerably on sluggish automobile sales
B Strong demand for lighter vehicles drove domestic automobile sales during FY08-FY' The
B Slowdown in the M&HCYV segment pulls down the growth in T&B category in FY I3 Indian
B Poor monsoons in last fiscal in key states considerably affected tractor tyre demand T re
B Healthy demand for SCV fuelled growth in OEM demand for LCV tyres Industry
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Passenger cars & jeep category sales witness modest rise on account of high cost of ownership

Two-wheeler tyre category bore the brunt of slowdown in FY13

Strong rise in replacement demand fuelled growth in tyre sales in FYI3

Strong demand in the dominant T&B category drove the growth in replacement market
Replacement demand for tractor tyres also witnessed healthy rise

Huge addition in LCV population driving replacement demand

Constant innovation in product technology fuelled growth in passenger vehicle (PV) sales in last one decade that in
turn has led to huge pile up of PVs on road

Replacement demand for two and three wheeler category tyres witnessed sharp drop in FY|3

Export market continues to provide cushion against volatile domestic market

Supply

Subdued automobile demand hit the tyre manufacturers in FY'13

Restriction on imports ensured better bargaining power with tyre manufacturers
Imports witness a marginal decline in FY12

Restriction on imports of TBR tyres curtailed the import value growth substantially in last fiscal

Curb on TBR imports have pulled down the import realisation levels of Chinese tyres considerably

Industry Segments
B Vehicle categories
= Tyres for vehicles in commercial usage
= Tyres for vehicles for personal usage
B Tyre markets
= Original Equipment Manufacturers (OEMs)
= Replacement Demand
= Exports
B Tyre design
B Cross-ply tyres
B Radial tyres

Cost Analysis

B Raw material prices continues to soften on account of subdued demand in FY13
= Natural rubber
= Styrene Butadiene Rubber (SBR)
= Poly Butadiene Rubber (PBR)

B Employee cost likely to observe a rise in FY13

B Energy cost continues to remain stable

B Selling and Distribution (S&D) cost witness a decline

B Operating margins likely to improve in FY13

Credit Profile

B Return on Capital observes a marginal rise in FY'2
B Debt-Equity witness a marginal rise
B Working capital management
SECTION- Il Company Section The
B MRF Limited Indian
m CEAT Limited T re
B Apollo tyres Limited

Industry
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SECTION- IV Annexures

Category wise Tyre Production

Category wise Replacement Market off-takes
Category wise Exports

Category wise OEM off-takes

Category wise Passenger Vehicle Production
Category Wise MHCV and LCV Production

Category Wise Two Wheelers and Three wheelers Production

Category Wise Tractor Production
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B Key financial indicators
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Demand
B Trend in OEM demand (T&B and LCV)
Trend in OEM demand (Cars and Two wheelers)
Trend in replacement demand (T&B,LCV and Tractor)

Trend in replacement demand (Cars and Two wheelers)
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B Trend in Raw Material Cost as a % of net sales
Trend in Natural Rubber production, consumption and exports
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Credit Analysis & Research Ltd. (CARE), promoted in 1993 by some of the leading Indian banks and financial institutions including
Industrial Development Bank of India (IDBI), Canara Bank and others is amongst the premier credit rating agencies in India and provides
creditrating, research and information services. CARE Ratings is well equipped to rate all types of debt instruments including Commercial
Papers, Fixed Deposits, Bonds, Debentures, Hybrid Instruments, Preference Shares, Loans, Structured Obligations, Asset Backed
Securities, Residential Mortgage Backed Securities etc. CARE's rating methodologies are in line with the bestinternational practices.

CARE Research & Information Services (CARE Research)is an independent division of CARE. CARE Research services a variety of
business research needs with credible, high-quality research and analysis on various facets of the Indian Economy and Industries. The
Publications include Industry Reports, Debt Market Review, Budget Analysis and other policy impact analysis and special commentaries
on topical issues.CARE Research offers both subscription-based reports as also customized reports on request. The reports by CARE
Research provide insightful data and analysis on various industry sectors and CARE's outlook on the same.

The one-year subscription to the report on 'The Indian Commercial Vehicle Industry' by CARE Research
includes access to monthly updates from the date of subscription.
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To place an order, please contact: Manish Sukhija | Business Development - CARE Research
Credit Analysis & Research Ltd.
503, Kaledonia, Sahar Road, Off Western Express Highway, Andheri (E), Mumbai 400069
Cell: 98203 53638, Tel.:022-6144 3504 (Direct), 022-6144 3456 (Board)

CORPORATE OFFICE

MUMBAI

Credit Analysis & Research Ltd.
4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022.
Tel: +91-22-6754 3456, Fax: +91-22- 6754 3457, E-mail: care@careratings.com

503, Kaledonia, Sahar Road, Off Western Express Highway, Andheri (E), Mumbai - 400069.
Tel.: +91-22-6144 3456

REGIONAL OFFICES KOLKATA
AHMEDABAD 3rd Floor, Prasad Chambers, (Shagun Mall Building),

10A, Shakespeare Sarani, Kolkata - 700 071.

32, Titanium, Prahaladnagar Corporate Road,
Tel: +91-33- 40181600 / 02 Fax: +91-33-40181603

Satellite, Ahmedabad - 380015.

Tel: +91-79-40265656 Fax: +91-79-40265657
NEW DELHI

BENGALURU

Unit No.1101-1102, 11th Floor, Prestige Meridian II,
No.30, M. G. Road, Bangalore - 560001.

Tel: +91-80-41550445, 41654529

Telefax: +91-80-41514599

CHANDIGARH
2nd Floor, S.C.O. 196-197,
Sector 34-A, Chandigarh - 160022

CHENNAI

Unit No. O-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600002.

Tel : +91-44-2849 7812/2849 0811

Fax: +91-44-28490876

HYDERABAD

401, Ashoka Scintilla, 3-6-520, Himayat Nagar,
Hyderabad - 500029.

Tel: +91-40 40102030 Fax: +91-40-40020131

JAIPUR

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road,Near Collectorate Circle,
Bani Park, Jaipur - 302016.

Tel: +91-141-4020213 / 14

3rd Floor, B-47, Inner Circle, Near Plaza Cinema,
Connaught Place, New Delhi - 110 001.

Tel: +91-11-45333200 / 23318701 / 23716199
Fax: +91-11-45333238

PUNE

9th Floor, Pride Kumar Senate, Plot No. 970,
Bhamburda, Senapati Bapat Road,

Shivaji Nagar, Pune - 411015.

Tel: +91-20-40009000

MALDIVES

4th Floor, CHAMPA Center Point,
Chandhanee Magu,

Male' Republic of Maldives.

Tel: +960-3330560 / +9603330561
Mobile: +960-990 9981 / +960 7958107
Fax: +960-3330562



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8

