Monthly Report

May 2017

INDE

Tue Boston CoNsULTING GROUP

bruce.arun@bcg.com
sangita.das@cii.in
singhal.mani@bcg.com
sandhya.satwadi@cii.in



(cm) BCG

GROWTHy/
Summary growth trends for the month of May 2017

Overall, May sales grew by 7% across respondents, keeping the pace reported in April

The northern region witnessed the highest growth of 7% in value terms, followed by the
southern and western regions of the country, which reported growth of 6%, whereas the
eastern region witnessed growth of 5%

All sectors reported strong growth rates for the month of May i Metals and Mining (8.8%),
Auto components (8.6%.), Material Handling Equipment (8.0%), Welding (6.1%), Engineering
Products (5.9%), Textile and Apparel (5.8%), with the exception of Building Materials slowing
down to 4.2%

New order inflows continue to grow 1 but at 4.4%, which is a lower rate than in the previous
months i potentially hinting at a marginal slowing of revenue growth over the next few
months

Across participants, the principal challenges to be faced in the current fiscal year are market
demand and Government regulatory uncertainty, both related to GST implementation

Tar BosToN CoNSULTING GROUP 1



[co)BcG
GROWT
INDE

Survey Results

Tue Boston CoNsULTING GROUP 2



BOG
GROW'T
INDE

Survey results: May 2017 performance
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national average. The growth numbers reported are on an year-on-year basis
Note: Building materials (BM) industry refers to cement, cementitious products, paints, tiles, roofing, scaffolding. Industry average is displayed only when there are 3+ responses per industry. Other
industries where responses were received include: consumer durables, chemicals, consulting services, sugar, IT, theme parks. Regional averages may not fully align with national average because of
different regional exposures of respondent industries. All averages are 'simple averages' (i.e. not weighted by size of company). MHE= Material Handling Equipment, BM= Building Material, MM=
Metals and mining, Auto comp.= Auto components, T&A= Textile and apparel

Source: Cll BCG Growth Index Survey; Industry association data on automotive sales
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New order inflows growth at 4.4%
Textile and Apparel and Welding witnessed the highest increase of 7.5% and 5.8% respectively

Overall new order inflow growth Sector wise new order inflow growth
across months for May 2017
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Note: MHE= Material Handling Equipment, BM= Building Material, MM= Metals and mining, Auto comp.= Auto components.

Source: Cll BCG Growth Index survey TuEe BoSTON CONSULTING GROUP
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One fourth of respondents would already revise their CROW [/
targets on the basis of the first two months of FY17-18

Among respondents who would change their target, 57% would revise it upward and 43% downward

Downward reviews of the targets mainly
Share of responses (%) due to postponement of order placement
60 - because of the uncertainty around GST
implementation

75% of respondents would not revise their

targets for FY17-18

40 -

A Significant growth has already been
incorporated in the budget - need to focus
on making the supply chain ready for the
higher production

75%

20 -

A The overall growth in the first two months
of the FY has been in line with
25% expectations

Total No review Review Upward Downward

Source: Cll BCG Growth Index surve
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Market demand and Gvt regulatory uncertainty are the  NDp
key challenges for the industry, being GST the root cause

Two third of respondents consider market demand to

be the key issue for the current year

80 -

64%

Market Government  Increased Internal issues Other
Demand regulatory  Competition / Readiness
uncertainty

GST remains a major source of concern

"Due to uncertainty about GST, many customers
putting off order finalization to after July 2017"

Cavas Dumasia, VP Sales & Mktg Head,
Godrej & Boyce Mfg. Co. Ltd

"The dealers and distributors are hesitating to
hold stocks due to GST transition concerns."

B. Thiagarajan, Joint Managing Director,
Blue Star Ltd.

Other challenges for the industry

"Pricing pressures and uncertainty over pollution
norms"

Jeet Singh, CFO, Napino Auto & Electronics

"Imports from FTA countries and China"

S. Sundarram, MD, Lincoln Electric (India)

Source: Cll BCG Growth Index survey
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Building materials reporting a growth of 4.2%

Peer growth comparison Regional growth i All respondents?
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A The sector experienced a slower growth in May compared to
April and March, with value growth down to 4.2% and volume
growth to 3.3.%

A Respondents reported erratic performances across the country:
Northern region witnessed the best performance for the month
of May, continuing the trend from previous months; Southern
region flat on YoY growth both in value and volume terms

A Value growth in the Eastern and Western regions driven by an
increase in volume as well as price

A The main challenge in this sector for FY17-18 is market
demand according to 83% of respondents
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national average. The growth numbers reported are on an year-on-year basis.
Building materials include cement, cementitious products, paints, tiles, roofing, scaffolding , and glass. No. of "visible" data points on the graph is less than the number of respondents due to

overlaps. Source: Cll BCG Growth Index Survey
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Material Handling Equipment saw good value

growth at 8% led by high ticket orders

Peer growth comparison Regional growth i All respondents?
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A Respondents witnessed value growth of 8%, but volume
grew only by 4.5%

A Big ticket orders drove revenue growth across the
country except in the Eastern region

A Highest value growth witnessed in the Western region at
9%, followed by Eastern region at 6%

A Although sales value grew at 4%, volume sales in the
Southern region actually decreased by 1%

A New order inflow showed a moderate 5% increase in the
sector
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national average. The growth numbers reported are on an year-on-year basis.

MHE i Material handling equipments. Source: Cll BCG Growth Index Survey
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Engineering products registered value growth at

5.9%, driven by Western and Southern regions
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A Performance improvement on previous month with value
growth of 5.9% and volume growth of 5.2%

A Southern region witnessed highest growth of 6% in value
terms; followed by Western region reporting a 5% rate

A Lowest growth reported in the Eastern and Northern
regions, with rates of 1% and 2% respectively

A Nandakumar K., Chairman and MD at Chemtrols
Industries Pvt Ltd, commenting on the main challenges
for the sector, said:

"There is lack of demand, increased competition from
overseas companies"
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1. Not all respondents filled in regional growth numbers. Average of regional growths therefore, may not coincide with national average. The growth numbers reported are on an year-on-year basis.

Source: Cll BCG Growth Index Survey
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