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Economy's growth

momentum continues
In April 2018

Steady double digit growth (13%) recorded in April

Homogeneous growth across regions, except for South recording higher
growth

Sectors maintained positive growth trend dAuto Components (10%),
Automobiles (39%), Consumer Durables (4%), Engineering Products (13%),
Metals and Mining (8%),MHE(25%), Welding (24%)

New order inflows (indicative of future growth) also grew by 10%

Positive price variation ( y) observed in North & East
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Survey results




April 2018: Double digit growth recorded in first month of FY'19
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with nation al average. The growth numbers reported are on an year -on-year basis

Note: Industry average is displayed only when there are 3+ responses per industry. Other industries where responses were received include: ¢ hemicals, consulting services, infrastructure , paper, pharma, textile and apparel. Regional averages may not fully align with
national average because of different regional exposures of respondent industries. All averages are 'simple averages' (i.e. n ot weighted by size of company). Auto comp.= Auto components, BM= Building Materials, CD= Consumer Durables, Chem= chemicals,

C\= Commercial Vehicles, EP= Engineering Products, FP= Fluid Power, MHE Material Handling Equipment, MM= Metals and Mining, PV= Passenger VehiclesWel= Welding 2W= 2-wheelers, 3W= 3-wheelers.

Source: Cll BCG Growth Index Survey; Industry association data on automotive sales 3
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High growth in new order inflow continued in April'l8

April records double digit growth rate y-o-y, a slight Welding industry recorded 30%-+ growth in new order
dip from last month flow
YoY Growth (%) a6 YoY Growth (%) 200

May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar d8ApB -1.3

61761706176176176176176176180618 618 Auto Steel BM Chem Cons EP MHE MM T&A Wel Industry
Comp.

Note: Auto comp.= Auto components, BM= BuildingMaterial, Cons.= Consulting, EP= Engineering Products, MHE Material Handling Equipment,
MM= Metals and Mining, T&A= Textile and Apparel, Wel= Welding.
Source: Cll BCG Growth Indexsurvey 4
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Building Materials

Building Materials experienced downfall de -growing at -1%

o Peer growth comparison e o— Regional growth dAll respondentst —e
A Building Materials experienced a downfall V‘l’;“me growth (%)
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national aver age. The growth numbers reported are on an year -on-year basis. g
No. of "visible" data points on the graph is less than the number of respondents due to overlaps . B
Source Cll BCG Growth Index Survey 5 8



Material Handling Equipment witnessed a steady growth at ~25%

o Peer growth comparison e o— Regional growth dAll respondentst —e
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No. of "visible" data points on the graph is less than the number of respondents due to overlaps . B
Source Cll BCG Growth Index Survey 6 8



Engineering Products

Engineering Products withessed a steady growth at ~13%

o Peer growth comparison e o— Regional growth dAll respondentst —e

A Engineering products witnessed a slight Volume growth (%)

dip in growth rates dgrew at ~13%

20

A North and West grew at 13%respectively North

whereas growth in South was slightly O 13% (]_O%)

lower at 12% 10
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XX:- Region
- South 9
A Marginal price increases across the 10 12% (8%) XX% (YY%)
country led to higher value growth over 5 Vate Votme
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national aver age. The growth numbers reported are on an year -on-year basis.
No. of "visible" data points on the graph is less than the number of respondents due to overlaps .
Source Cll BCG Growth Index Survey 7
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Welding industry sky-rocketed to 24%

o Peer growth comparison e o— Regional growth dAll respondentst —e
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No. of "visible" data points on the graph is less than the number of respondents due to overlaps . B
Source Cll BCG Growth Index Survey 8 8



Metals and Mining

Metals and Mining registered a ~8% growth rate

o Peer growth comparison e o— Regional growth dAll respondentst —e
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No. of "visible" data points on the graph is less than the number of respondents due to overlaps . B
Source Cll BCG Growth Index Survey 9 S



Auto Components

Auto Components grew steadily at ~10%

o Peer growth comparison e o— Regional growth dAll respondentst —e
A Auto Components withessed a consistent Volume growth (%)
monthly growth rate of 10%
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national aver age. The growth numbers reported are on an year -on-year basis.
No. of "visible" data points on the graph is less than the number of respondents due to overlaps .
Source Cll BCG Growth Index Survey 10
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Chemicals

Chemicals industry remained stable at 1.3% growth rate

1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national avegrJ age. The growth numbers reported are on an year -on-year basis.
No. of "visible" data points on the graph is less than the number of respondents due to overlaps .
Source Cll BCG Growth Index Survey 11

o Peer growth comparison e o— Regional growth dAll respondentst —e
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Industry Deep Dives




Auto Components

Increasing use of LED lamps to drive strong value growth
Big players with LED knowhow will reduce competition by increasing market share, & thus improving margins

LED performance improved with
technological evolution

Transition driven by increased emphasis on safety

and efficiency

Power consumption (W/ vehicle)

M Power consumption of LED lamps

T

Improved energy efficiency : LED lampsgenerate
80-110 lumens per watt vs 11-20 in case of halogen

150 -
lamps

120 Halogen (110W) :

o Safety regulations: Mandatory for 2Ws to have
V15 LE . Discharge (90W) = lightin frontto be on at all times when engine is

100W/ vehicle (52W1 g 0 1LED = running
60 7 High & low beam 0 LED headlamps most energy efficient due to
66W/ vehicle 66W/ vehicle it i i
30 ( ) 1 LED low beam ) presence of a built in heat sink
(44W/ vehicle) ) o ) .
' ' ' ' ' ' Enhanced safety functionalities:  Functionalities
2007 2009 2011 2013 2015 2017

*— LED lights have significantly better life span —o

3000 Hours

o @

20000 Hours

Halogen Xenon

Source Press Articles, BCG analysis

50000 Hours

g

LED

us

like glare -free high beam & electronic bend lights
in low - beam functions will become significant
0 These features expected to hit Indian
market in 4 -5 years

LEDs in electric 2Ws : 2Ws to see early adoption of
EVs; LED based lamps best suited due to low power
consumption
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Indian Carbon Black Industry well poised: better operating margin due to

Increasing demand & declining competition

.. Industry to operate at high capacity & earn improved margins
due to structural improvement in global fundamentals

95 - ~95 20
0.95 o
0.90 - L 90
87 .
15
0.85 - 85
12
0.80 - L 80
10
8
0.75 - L 75
0.70 L 70 5
FY1l FY13 FY15 FY17E FY1s Frie FY17E
—e— Utilization (%) M Capacity (MT)
ADITYA BIRLA
Key Players: (CW“"‘-'“ AN
Himadri

PHILLIPS CARBON BLACK LIMITED

Note: CB d Carbon Black
Source: Industry reports, Broker Reports, BCG analysis

Chemicals

« Decline in Chinese competitive intensity & __4
increased tyre demand to boost margins

oo
o Il

Tyre largest consuming segment of carbon
black
A Expected to grow at 8% in FY18 &
FY19

High anti -dumping duty on Chinese CB
(at $397-$494/t versus current realization
of $850/t) making imports costlier

Local players use Crude oil for CB
production
A Benefited from decline in Crude oil
prices compared to Chinese players
who primarily rely on Coal Tar

14
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Metals and Mining

Copper: India to turn to importer in next 3 -5 years; Opportunity for scaling up

domestic production

._ -
in few years
Ever-increasing consumption & preference
towards cheaper-imports will see India
'000 tonnes become net refined Cu importer by FY20
1,200 -
1.100 7 .~ Cu refined production
1,000 -

800 - Cu refined consumption

600 -

2017 2018 2020

Major exporters of Copper, refined & Copper alloys,
unwrought to India (2017) are:

Japan Congo Malaysia Zambia

17.5 6 3.5 1.5
Million Million Million Million
Kg Kg Kg Kg

Note: 1-million tons, IC dlInternal Combustion, EV d Electric vehicles, Cu - Copper
Source Press Search; Broker Reports;BCGanalysis, CRU estimates, UNComtrade

Cu refined consumption to exceed local production ___, o Growing demand, lack of capacity addition and

conducive trade regime to increase imports

-~

Existing plants operating at higher utilization
limiting the scope of production growth

Domestic demand for copper growing at 7 -8%
annually

Growing push for EVsin India
A Plug-in hybrids/battery EVs use 2-3x
the amount of copper compared to that in
conventional cars

Zero-duty imports under FTA and lower cost of
working capital to drive imports from ASEAN
countries
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MDFthreatening low -end plywood segment: 22% CAGRIill FY22

Increasing shift from low-end plywood to MDFdue to reducing price differential & government policies

MDE Fastest-growing segment in home décor led by
low base and swift replacement of low -end plywood

Home decor market growth
(FY17-22E)

MDF market size
CAGR(%) INRBN /
30 - _® 60 -

+31.2%
20 - __+3 ()

Plywood Tiles Laminates Pipes MDF FY15 FY17 FY22E

Low penetration entails significant growth opportunity

Plywood MDF

Note: CPIBd Centuryply, GPIL- Greenply
Source Broker Reports, BCG analysis

Building Materials

Better economics encouraging major organized

players (CPIB GPIL& Action Tesa) to focus on MDF

m

Aesthetics and Affordability: MDFis 20%cheaper &
its aesthetics are attracting customers.

Reduced replacement cycle: MDFreplaced in 5-7
years versus plywood furniture which lasts for
more than 20-25 years. Reducedreplacement
cycle will boost demand & players will benefit

Absence of organized players in low-end plywood
market: Earlier avoiding tax, unorganised players
will now have to hike prices post GST ,reducing
price differential between MDF& low-end plywood

Anti-dumping duties on cheaper MDFimports
from other Asian countries helping Indian
players ramp up utilization rates

16
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