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‘PRICE CUTS UNLIKELY While the worst is over for vehicle makers with regard to chip shortage,
there is no uniformity in supply and there is still a design-specific chip shortage for auto makers

Auto Delivery Timelines set to
Shrink as Chip Shortage Eases

Lijee Philip & Pranav Balakrishnan

Mumbai | Bengaluru: As the glo-
bal chip shortage is set to ease with
an impending inventory glut, Indi-
an vehicle makers do not expect re-
tailpricestoreducealthough delive-
1y timelines are likely to fall for so
me brands.

However, the supply will take some
more time to find Its way into the
broader market.

"The semiconductor issue easing
out isdefinitelyabigpositive for the
Industry. There is certainly more
predietability now in manufactu-
ring and in mesting production’ti-
melines,” said Ravneet S Pokhela,
chief business officer of electric
scooter maker Ather Energy

The availabllily of semiconductor
chips may getreflected inspecifiemo-
dels, said Shashank Srivastava, se-
niorexecutive director of Maruti Su-
zukd, the country’s largest car maker.

“For instanes, on the one-litre mo-
dels, there is easy availablility now
but for the bigger engine models,
there can be shortfalls. So, clearly,
there isalagfor certainmodels,” he
sald, adding that pricesare unlikely
toreduce.

Due to the supply crunch, Tata Mo-
tors-owned Jaguar Land Rover has
been finding it difficult to sell some
of itshigh-margin products.

However, the conpany's quarterly
salesin China—where it has factori-
es and where parts shortages have
eased significantly this year after
earlier lockdowns - have rebounded
more strongly than eisewhere, said
David Leggett, automotive analyst
at GlobalData, a leading data and
analytics company.

“Overall, it’s a gradually lmpro.
ving picture in terms of the casing
of supplyshortagesforthesector as

Chip On Track

thelndustry. There Iscertainy ;
morepredictabilitynowln  ; oversupplyor thereisa
manufacturingandinmeeting | shortsuppiyof

i - semiconductors and we
RAVNEETS | needtoplanaccordingly | there can beshortfals
POKHELA, Chief i SOHINDER SHASHANK
Business Officer, Ather i GILL,c£0, Hero SRIVASTAVA, seniar
Energy Electric ED, Maruti i

capacity additions upstream in the
semiconductor industry take time
tocome through.” Leggett said,

in recent weeks, chip companies
have reduced outputand cutbackon
capital expenditure for the year af-
ter a sharp growth during the Co-
vid-19pandemic.

They say many of their biggest
customers have bullt up large chip
inventories, which would take a co-
uple of guarterstoresolve,

“In a way, we have to be cautious
and balance production schedules
instead of piling inventory,” said an
executive atalarge Taiwanese cont-
ract chip makingcompany.

Some EV makers bought chips §12
months in advance of production;
hence the situation won't affect pri-
ces, said Sohinder Gill, CEO of Hero
Electric, and director-general of the
electrle vehicle industry lobby Soei-
ety of Electric Vehicle Manufactu-
rers(SMEV), -

Automakers say they have inves
ted heavily tosecure semiconductor
supplies post-Covid-19.

“As the chip industry s notorious-
Iy cyelical, there is either oversupp-

Iy or there is a short supply of semi-
conductors and we need to plan ac-
cordingly” Gilladded.

While the worst is aver for vehicle
makers with regand to chip shorta-
ge, there is no uniformity insupply
and there is still a deslgn-specific
chip shortage, he said.

The over-supply of chipsets is lik-
ely to lead to better margins for At- .
her; which has brought down its wa-
itingperiodinmosteitiesto 15-30da-
ysfrom fourtofivemonths earlier.

“When we were procuring semi
conduetors from the open market,
wedidnot passon the cost Loour cus-:

NOT OVER YET
Whilethe
worstisover
for vehicle

makers, thereisstilla

design-specificchip
shortage

tomers,” said Pokhela. “Now, with
the semiconductor supply stabili-
sing, the price of our vehicles would
remain unchanged and vet we wo-
uld benefit from our gross margins
becoming better."

Srivastava of Maruti Suzuki said
the chip glut could bring in some
much-needed savings for manufac-
turers.

“During the shortage in semicon-
ductors, many automakers bought
It from the open market at a higher
price. Now, withthe ease Inavailabi-
lits; there could be better savings,”
headded.

Shortage of semiconductors has
heen a major theme during the pan-
demic, not only for EV makers but
also for other sectors using electro-
nicfeatures intheir products.

The demand for chips skyrocketed
as the adoption of gadgets increa-
sed during the pandemic due to re-
mote work and other pandemic-in-
duced lifestyle changes,

Tn April, Here Electric did not even
deliver ane vehicle because of the
shortage. Maruti Suzuki could not
produce5L000URits inthe April-June
quarter owing to the same reason.

Both electric and fuel-powered ve-
hicles have been seeingrecord sales,
but the easing of the shortage could
alsotest their abllity to generate de-
mand.

“Real test of demand will happen
notonly for KVsbut the larger auto-
motive industry,” said Jay Kale, se-
nlor vice president, equity analyst,
auto and auto ancillary. Elara Capi
tal. “Falling EV prices is more a
function of battery prices coming
downthanchip prices, whilethefal-
ling chip prices could aid a little bit
in reducing prices,” Lithium-ion
cells, which power a majority of the
EVs around the world, is still in
short supply globally. %
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Hatchback sales lose momentum in India
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nextfiscal year. "This means that prassures, e theugh the prevaiiing
everywhere —whetherurban or raral = | situation will further 2ffect the
hatchback segment.

(omgplted by Deepok Patel

the ability of peopie to buy hatchbarks
has eroded,” be had mentioned. The
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/Oct vehicle retail sales catch up
with pre-Covid levels: FADA

=
Our Bureau
New Delhi

The Federation of Auto-
mobile Dealers Associations
(FADA) on Monday said it re-
mains cautious for the year-
end, as original equipment
manufacturers (OEMs) mi-
grate to manufacturing on-
board diagnostics (OBD)-2-
compliant vehicles (as per
emission norms)  which
could see a steep price in-
crease acrossall categories of
vehicles.

In its monthly retail salés
report, FADA said the imme-
diate next month of festivit-
ics generally witnesses a cer-
tain amount of softness in
sales, and also with year-cnd
around the corner, many cus-
tomers wait for vehicles that
will be manufactured in the

newyear.

THE WAY OUT

“While farmers will start re-
ceiving crop realisations, the
overall sentiment continues
to show some headwinds es-
pecially in the two-wheeler
rural segment. For auto re-
tails to show strength, the
2W segment will have t
grow for at least 3-4 months
over pre-Covid months to
come out of the woods,”
Manish Raj Singhania, Pres-
ident, FADA, said.

He said the commercial
vehicle (CV) segment is anti-
cipated to see continued de-
mand due to rising infra pro-
jects and' government
spending, While the passen-
ger vehicle (PV) segment
continues to outperform, de-
mand in entry level segment
continues to show some
softness,

BEST FESTIVAL SEASON

On its monthly retail sales
data, FADA said the total
vehicle retail sales grew 48
per cent year-on-year (y-0-Y}

Allindia vehicle retail data for Oct 22

(No. of zniis sukd)
Category a October-21  October-22  y-0-y growth %
Passenger vehicle 2,33,822 3,28,645 40
Two wheeler 10,39.845  15,71,165 51
Three wheeler 40251 66,163 66
Commercial vehicle 59,363 74,443 25
Tractor 45,445 53,362 17
Total 1418726  20,94,378 48
Saurtes FADA

@® FADA SAYS...

The CV segment is
anticipated to see
continued demand
due to rising infra
projects and
government spending.
While the PV segment
continues to
-outperform, demand
in entry level segment
continues to show
some softness

10 20,94,378 units in October
compared with 14,18,726
units in October 2021.

In the passenger vehicle
segment, retail sales grew
more than 40 per cent to
3,28,645 units during the
month, compared with
2,33,822 units in the corres-
ponding month last year.
Similarly, two-wheeler sales
grew 51 percentto 15,71,165
units in October, as against
10,39,845 units in October

2021. Also, three-wheeler
and commercial vehicle sales
also grew by double digits
during the month.

FADA also noted that the
festival scason this year
turned out to be the best for
the industry in the last four
years, and during the 42-day
festival period, total vehicle
retails were up 28 per cent
‘v [)-\

Passenger vehicle sales
grew over 34 per centy-c-yto
456,413 units during the
period as against 3,39,780
unitsinsame period last year.
Two-wheeler sales also grew
26 percentto 21,55,311 units
as against 17,05,456 units in
last year’s festival season.

“With most of the month
under festive period, the sen-
timents were extremely pos-
itive across all categories of
dealership outlets. Even
when compared to pre-Covid
month of 2019, overall retails
for the first time closed in
green, growing 8 per cent,”
Singhania added,

Business Line
8th November 2022
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1-million target may be mlssed

ELECTRIC 2-WHEELER SALES

SHALLY SETH MOHILE
. &SHINE JACOB
Mumbai/Chennai, 3 November

India’s electric two-wheeler
market, which was likely to
touch.1 million units by 2022-
23 (FY23), may fall short of the
target, even as sales at most
firms have been advancingata
fast clip, reveals the Society of:

Manufacturers of Electric.
Vehicles (SMEV) —anassocia-'
tion representing Indian man- =
ufacturers of electric vehicles =~

* ‘Source: Society of Manufacturers of Electric Vehicles 7

(EVs) and EV components.
Electric two-wheeler mak-
ers attribute it to an amalgam
of factors, including supply-
side glitches, impending gov-
ernment regulations, incidents
of fire, and delay in the dis-
bursement of Faster Adoption
and Manufacturing of (Hybrid
and) Electric VehiclesTI (FAME
1) subsidies, forcing start-ups
to mothball their expansion
and ramp-up plans.
“Notwithstanding strong
demand, electric two-wheeler
sales in India are likely to end
FY23 with 750,000 units,
against our eatlier projection of
1 million units,” says Sohinder
Gill, director-general, SMEV.
}}ectric two-wheeler sales

% share total e-2 wheeler mkt (Figures in brackets no. of sales)

® Lowspeed * High speed

FY22
Apr-0ct

(110,753)

in the first seven months of
FY23 rose to 392,349 units,
against 110,753 units in the cor-
responding period last year.

The Ministry of Heavy -

Industries on Wednesday
announced a list of safety tests
that will be mandatory for EV
manufacturers from April 2023
to receive subsidies under var-
ious EV promotion schemes.
These tests will enhance
human safety of the battery
used in these vehicles by req-
uiring checks at three levels —
battery pack, battery manage-
ment system, and the cell —
the ministry said in a circular.’
Rakesh Sharma, executive

director at Bajaj Auto, says even
as “the progression is strong,
it’s slower than expected due to
acombination of supply-chain
issues, pricing, and to some
extent, worries around quality”.
Sharma expects electric
two-wheelers to account for 20
per centof the internal combus-
tion engine (ICE)-driven market
by the end of FY23. It presently
accounts for 11 per cent.
According to Gill, although
the festival season was good for
most manufacturers, it could
have been better, if not for
supply-related issues and a
delay in FAME II incentive
handout. It led to a working

LT

capital squeeze at different
start-ups, says Sharma.
Electrictwo-wheeler registra-
tions hit an all-time high this
year, touching nearly 68,324
vehicles in the festival month of
October this year — an increase
of 29 per cent over the previous
month. Electric two-wheelers

now account forabout4 percent -

of total two-wheeler registrations
(ICE and electric) between
January and October this year.

“We don’t see any slow-
down in sales in the months to
come: While the first half was
slow because of supply-chain
issues, the recent sales trend
has been very encouraging for

Business Line 12t November 2022

-Passenger vehicle sales

accelerate to 29 % in October

all manufacturers,”
source at Ather Energy.

Ather is optimistic about
the industry reaching the target
of 1 million units by the year-
end, informs the source.

Nitin Kapoor, managing
director, Saera Electric — the
manufacturer of low-speed two-
wheelers and three-wheelers
which will contract-manufac-
ture LMLs e-scooters —saysthe
impending regulations for bat-
tery safety are set to create atem-
porary disruption in the market.

The government’s testing
agencies, says Kapoor, do not
have the requisite instruments
in adequate numbers. This, he
says, may also lead to some
delay in testing all models and
variants of manufacturers. This
may hold up launches of
models and, in turn, impact
overall industry volumes.

“All these issues may tem-
poratily crimp sales. Once
everythingis streamlined in six
months or so, volumes will
advance,” he adds. As a result,
the electric two-wheeler pen-
etration s likely to be 9 per cent
of the total two-wheeler mar-
ket, against the earlier projec-
tion of 12 per cent by FY23
observes Kapoor. /

says a

[reer~-c3]
Our Bureau Oﬂ the fast lane . (in units)
ey Segment/ Sub-segment octa0z2 octaoor  *change
Passenger - vehicle . (PV) Passenger cars 140,926 1,089 36
gha‘flesal?sl ($Spat°h§; b Utility vehicles 141254 L1202 2

% eI‘S) g L | hicles 291,113 2,26,353 29
cent year-on-year (YoY) to Total passenger veni 91,
2,91,113 units in October Total three-wheelers - 54,154 \ 31,812 70
aided by robust festival sea- Scooter 512,761 479,459
son demand compared with Motorcycle 1020295 10,17,874 023
g’()ZZGI,BStieuSnolz?etgl o?f;‘ali’:; Total two-wheelers 15,77,694_15,52,689
Automobile Manufacturers Grand total of all categories  19,23,032 18,10,856

(SIAM) said on Friday. Source: SIAM

The utility vehicle (UV) : ‘
segment, again, has outsold “Good market sentiments - garwal,  President, SIAM.

the passenger car (PC) seg-
ment with 1,41,254 units
during the month against
1,40,926 units of PCs.

RURAL DEMAND HIT

In the two-wheeler segment,
the scooter sales grew by
seven per cent YoY to

5,12,761 units in October. :

But, motorcycle sales grew
marginally at 10,20,295
units (10,17,874 units).

coupled with festival boost,
resulted in higher sales in
October, especially for PVs.
Higher inflation and rising
interest rates have impacted
the rural market more,
thereby returning marginal
growth of the two-wheeler
segment. Passenger three-
wheelersis seeing better off-
take due to increased shared
mobility in semi-urban and
urban areas,” said Vinod Ag-

The total three-wheeler dis-
patches grew by 70 per cent
YoY to 54,154 units (31,812
units).

“Though the PVs have re- |
ported highest ever do-
mestic sales in April to Octo-
ber  period, sales - of
two-wheelers in these seven
months of 2022 is still lower
than that of 2016,” Rajesh
Menon, Director-General,
SIAM, said.
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‘Switch Mobility aims to be
in EVmarkets worldwide’

Switch Mobility expects the market for electric buses to double next year, says MAHESH BABU, chief
executive officer, India, and chief operating officer of the start-up owned by Ashok Leyland. The “big
advantage" for the company is its synergy with Ashok Leyland, he tells Shine Jacob. Edited excerpts:

WhatistheroleofSwitch Mobilityin
AshokLeyland’sjourneytowards
electricvehicles (EVs)?

| Firstly,Switchis positioned asaglobal

: company. Weareheadquartered in UK, we
¢ haveofficesin Chennai, Spainandseveral
' otherlocations. Switch hasavision of
democratisingzero-carbon mobility. Our
intentionistobring, globally, peopleto
publictransportinelectricmobility. These
twoareaswewilldointhe passengeras
wellasinthegoodssegment. We have
takentwosegments: busandalsolight
commercialvehicles (LCVs)upto75 '

thatlevel ofgrowth this financial year.

InSeptember,yousold 39 percentofthe
totalbusessold.Doyouseeitasagoodsign
forthecompany?

Absolutely, ifyoulookatlast yeartothis
year, our expectation was that the market
willdouble andtreble nextyear.Iam
happythatthisyear, numbersare growing
atmorethandoubletherate.In September,
we had substantial delivery with BMTC
(Bangalore Metropolitan Transport Corp-
oration), whichwe are delivering right
now. We have manymorebusesinthe

tonnes. Switch willbelooking pipeline. Itisverysatisfyingto
atelectrificationacrossthe seethatweare contributingto
globe—includingthe UK, the electricmobility transition
Spain, West Asia, South East inIndia.

Asia, India, Africaand other

countries, where we wantto Howareyoulookingatthe
participateinthesetwo upcomingtendersbythe
segments. w government?

Switch, beingasubsidiary fh:j?fexeg”:’h‘{ef"mce" Firstly, we willhave togive credit
of AshokLeyland, willhavea or;);raa't?:g ofﬁlceer tothegovernmentofIndiaand
lotofsynergies and support Switch Mobility 3 CESL forcomingup withsome
fromthe company, the fantastic, futuristictenders.India

platform, manufacturing

channeland manymore. Thatisthe big
advantage forus, while weare astart-up20
monthsold, we have leveraged Ashok
Leyland assets significantly in the pasttwo
years, Wearetryingtogetthe maximum
assetutilisation tobringthebest products
toourcustomers.

Howmanybusesdidyousupplyinthe
Indianmarketsofarandhowdoyousee
thegrowthpotential?

Wehad about100busesatthestartofthe
year, supplied inthelastfouryears.
Therearetwo portionstoit,oneisthe
Indiaportionand anotheristhe UK
portion. We havearound 100
electricbuses runninginthe UK as
well. We kicked offin Indialast
October. When we made Switch,
wehad around 65busesontheroad
andwewere delivering the first40
lastfinancial yeartakingaround
105busesontheroad.

Now, we have around 600-plus
ordersthisyear. From lastyear,
delivery of 60to 600 busesis
thejourneywehavetaken.
Itisaverysubstantial
taskandtheteamis -
workingtogetinto

hascommitted tonetzeroby

2070 and alotof workis happeningin this
decadeupto2030onelectrificationand
solarand manyrenewable energy actions,
bothin mobilityand energy. Thatis
puttingalotofindustry investmentand
action towards sustainable mobility, which
isavision of Switchaswell. Iappreciate
CESL fortakingthe nexttender, draftis
almostout foranother 5,400 buses. Thisis
justabeginningand every yearwe have
the potential toadd about5,000t010,000
buses. Many developed
countries, like Germany
lastyear, havesold only
500 electricbuses. But

Indiahasregistered

morethan1,000and
thisyearislikelytobe
morethan2,000.

~ Whatistheglobal
. expansionstrategyof
Switch,specially
withthecrisisinthe
internationalmarket?
Indiaisdoingextre-
melywellinthe
turbulent
situation
globally. Europe

hasanenergy crisis, thereisawargoingon,
theUKhasseenaleadershipchangeand
we haveseenalotofflip-flopsinits .
policies. Ibelieveitwillstabilise. Wearein : -
the UK, wearelookingat Europethrough *.
Spain, wearelookingat African countries, ¢
West Asia, South East Asiaand havesenta -,
bustoJapan toexplore possibilities. We are
goingtobe presentlong-term globally.
Each countryand region will have
challenges at multiple pointsof time, sowe
havetoworkaround it and take specific
actionrelated tothe geopolitics. Scaleupor !
scale downbusiness, planaccordingly.In
thelongrun, webelieve thatthe markets
willcomebackaftertheturbulenttimesare,
over.

Whatwillbeyourstrategyregarding LCVs?
Wewillbetherewith LCVsduringthenext .,
financial year. Thatstrategyisintactand
weareworkinghardtogettheproducts *
out. Ourstrategyistobebelow7.5tonnes
on EVs, whichwillbethefirstonetoadapt
onamassscale. Weareworkingona
strategy on how to participate onaglobal
scale.Sincethereistoomuchtractionin
thebussegmentright nowinIndia, we
don’twanttolosethis. Asyouhaveseen,
weareleadingandalso pamelpatmgmthls
segment. Wedon't wanttolosethe
momentum. We wanttomakesure thatthe
bussegmentisactively participating,and !
thatenough productsarethere. i

Youwereintalkswithfinancialinvestors !
forraisingfunds. Whatisthestatus?
We havetalked aboutitalot. Sincethe i
marketinIndiaisfuturistic,Idon’tseeany
issueinfinancingeitherfromthe groupor
astrategic partnerwho will come and work
withusforscalingupthebusinessglobally.
We are working with partners, whowill
investinit,anditisaspertheplan, andifit
goeswellbytheend of thisfinancial year,
wewill haveallthe partnersin place.

We talked about $250-300 million
between Switchand Ohmand weare
workingonit.

Whatistherole of Ohm Global Mobilityin
theSwitchscheme ofthings?

Indiais running mostly GCC (gross cost
contract) models forourbuses. As original
equipment manufacturer, Switchisthe
manufacturerand distributorand channel’
partner forelectricbusesand LCVs. We
needacompanythatwill capitalisethese
busesand runon pay perkilometre basis

P

Moreonbusiness-standard.com
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can cap upside in the near term of an otherwise reasonably valued stock : 7" November 2022

Hero Moto’s Street Appeal Hinges
on Premium Bikes, EV Road Map

Ashutosh.Shyam
@timesgroup.cam

ET Intelligence Group: Hero Mo-
toCorp's September-guarter finan-
cial performance is unlikely to
change the trajectory of its shares,
asithasbeenlargelyinline withex-
pectations and unlikely to reset
full-year earnings estimates,

Lack of triggers in the near term
may keep the upside capped for the
sharesasmany investorsremainun-
derweight on the country's largest
two-wheeler maker despite instita-
tional holding in the auto sector be-
ingclose toamulti-quarter high.

The September-quarter earnings
show that the benefits of the softer
commodity prices and the compa-
ny's own price increases have star-
ted to transpire in earnings. The
gross profit per vehicle increased
by 9.4% year-on-year to 717,822 per
vehicle in the second guarter of
FY¥23, mainly on account of softer
raw material prices and increasing
premiumisation, which has lifted
its average realisation per unit to

According tothe company, thede-
mand for the Splendor Xtec vari-
ant is higher than what it could
supply and the momentum of the
premiumisation is likely to conti-
nue witha higher focus on the pre-
mium end of the market. The con-
tinued tailwind from lower raw
material prices and the benefit of
premiumisation may improve its
margins in the second half of the
currentfiscal.

In contrast, headwinds to volume

!?{3,54§ per unit].l 3 g}"owthl corgfintltl,e.
Lioﬁrx?of;e 8.{3,: Yga‘lr: l“:l‘ ANALYSIS eo::no"g;'lm iegmeni

in the September
quarter; asthesha-
re of premium products increa-
sed, while total volume growth re-
mained flat at 1.43 million units,
The share of executive and premi-
um bikes accounted for 71.7% of
the total bike volume, a growth of
more than 7% over the correspon-
dingquarter of the previousyear.

The favourable trend of premiu-
misationisreflected in the festival
season sales, where its retail volu-
merose20% YoY.

The Xtec variant - a premium
vehicle priced 7-10% higher than
the conventlonal variant — acco-
unted for 20% of the total festive
season retail sales, The Xtec vari-
ants of Super Splendor and Pas-
sion have witnessed double-digit
growth inthe festive period.

The Economic Times
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— an entry-level bi-
ke segment where
the company has historically main-
tained its nearly two-third market
share—sawadropof 26% inthe Sep-
tember quarter, which compressed
its market share in the bike segment
to43.2% from more than 50% a quar-
ter ago, The domestic bike volume
grew just 2.5% in the second quarter,
while industry volume had a growth
of 15% inthesame period. Onthesco-
oter side, it showed significantly hig-
her divergence with industry volu-
me and recorded a volume contrac-
tion of 7.4% YoY.

Thecompany’smanagement isex-
pecting volume growth in the rural
segmenttopickup, thankstpabove-
normal rains, the expectation of go-
od winter crops and the upcoming
marriage season.

The stock market has factored in
moderate volume growth in the se-
cond half as the entry-level bike
segment continues to struggle,
bringing in volumes nearly similar
to the first half. This would transla:
te into volume growth of 1517%
YoY basisforthe full yearfor thedo-
mestic bike business after contrac-
ting in the range of 1116% in the
previous three years,

The volume growth from electric
scooters may not be meaningful in
themedium termdespite ithaving
launched its maiden EV scooter,
Vida V1, as it is targeted to cater to
the premiumsegment. The BV sco-
oter ratio to the total scooter volu-
me has already reached about 15%,
therefore maintaining the current
market share of two-wheelers wo-
uld bean uphilltask for the compa-
ny in the medium term owing to
phenomenal growth Inthe EV two-
wheeler segment,

The company’s sharesare trading
at 14 times one-year forward ear-
nings, compared with the long-
term average of 16 times, A reaso-
nablevaluationintherichly valued
market may support the downside,
but any substantial upward move-
ment hinges upon how the compa-
ny delivers on premiumisation
plans on bikes compared with its
stated guidance, and a clear road
map to gain marketshare inthe EV

scooter space. /r

“Vested Interests’ Behind Smear

Campaign, EV Body Tells Panel

Nehal.Chaliawala@timesgroup.com

Mumbai: An industry body for electric vehi-
cle (EV) makers has written to a parliamenta-
ry committee to lobby against an investiga-
tion into the alleged misappropriation of sub-
sidies by some manufacturers. Some anony-
mous “detractors” were keen to derail
e-mobility it said.

The Society of Manufacturers of Electric Vehi-
cles (SMEV) in its petition to the parliamentary
standing committee on electric and hybrid mobi-
lity said that “vested interest groups” were try-
ing to scuttle the government’s e-mobility policy

through an anonymous campaign.

The lobby group was referring to anonymous
emails sent to various government departments
and media organisations that alleged that seve-
ral companies, including leading sellers Hero
Electric and Okinawa Autotech, were wrongful-
ly claiming subsidies under the government’s
Faster Adoption and Manufacturing of Electric
and hybrid vehicles (FAME) scheme.

ETisinreceiptof these emails.

The FAME scheme stipulates that to receive
subsidies, EV makers must comply with a strict
localisation road mapfor components used in ve-
hicles to promote the development of alocal ma-
nufacturing ecosystem. ¥
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"Monthly EV registrations cross the
1-lakh mark for first time in October

G Balachandar
Chennai

Monthly electric vehicle regis-
trations (all segments) in the
country surpassed the one lakh
mark for the first time in Octo-
ber, thanks to the strong
growth in the two-wheeler
segment.

Total EV registrations have
risen for the fifth month in a

Tol EVregistrations in0C- g0 pggns U, At 75,294 units, electric two-wheelers
tober at 114,001 units were up £l B
23 per cent over 92,833 units in accounted for 66 per cent of all EVs sold In October
September. To put this ina per-

ive, EV sales in the full

na Nair, Research Analyst,

year 202021 toralled 133000 Green drive CEEW-Centre for Energy
vehicles. s oot ered i O Finance.

Compared with regisra- &
tions in the same menth of EV PENETRATION RISES
2021, the October numbers had o “EV ion (shareinover-
soared by 190 per cent, accord- all sales) for the two-wheeler
ing to data on Vahan e industry was at 4.4 per cent in

K T October, down from 5 per cent

At75,294 units, electric two- I e in September - a reflection of
wheelers accounted for 66 per bunch-up of demand during
cent of all EVS sold in October; | 3§ : the festival period that is diffi-
this is the highest sales ever in 8.2 §gdss cult to maech for EVs due to
the segment.. Electric 2W SEFRIZ supply constraints,” said Ku-
volumesgrew about42per cent R R ¢ 2 mar Rakesh, Analyst-IT & Auto,
month-on-month and about = BNP Paribas India.
290 per cent year-on-year. Teurce; Vara Dastiaoard Flectric three-wheeler in-

“Fifteen States‘have intro- dustry volume grew. by about
duced EV policies with con-  down the high upfront cost of 11 per cent month-on-month
sumer-specificincentivessince  EVS, especially two-wheelers. . and the penetration increased
2020. These coupled with the  Fleets and commercial entities ~ toabout 55 per cent fromabout
benefits provided by the FAME ~ are increasingly committing 49 per cent in September, he
1 scheme have helped bring  to deploy E2Ws,” said Megh-  added. &
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{ggianEVmakers"notdoingitnght’: GogoroCEO
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Taiwaneese EV major Gogoro. rgtested in India to know how to Indla’s largest two-wheeler maker
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Ola Electric crosses 1 lakh
'mark in production...
1

s
Our Bureau
Bengaluru

EV manufacturer Ola Elec-
tric has rolled out its
1,00,000th scooter from its
all-women-run Future fact-
ory in Krishnagiri, Tamil
Nadu. Having commenced
mass ‘production in late
November last
year, Ola Electric has man-

aged to reach this milestone
in just 11 months,
Bhavish Aggar-

wal, Ola Electric founder
and CEO, said: “Since em-
barking on our journey to-
wards electrification of In-
dia, we have unlocked the
potential of EVs in our
country by offering custom-
ers a much superior product
and experience than what
any petrol alternative can
offer.

“This milestone is just] 3‘1;
beginning. The next 1
will be in half this time as
the transition to EVs gath-
€rs even more pace.”

In October, Ola clocked
an unprecedented 20,000

-

units in sales — the highest
ever for any EV manufac-
turer in India. This was 60
per cent growth m-o-m, out-
pacing the entire EV seg-
ment by 2x.

DIWALI LAUNCH

Ola made a big push during
Diwali with the launch of
the Ola 81 Air for ¥84,999,

The S1 Air, along with the
S1 and'S81 Pro, will offer cus-
tomers a premium 2W ex-
perience . across  multiple
price points. -

The bookings fc_>r
the Ola S1 Air'will begin in
February 2023, while the de-
liveries are scheduled to be-
gin in April of that year.

..but to miss
target to fully
utilise capacity
in 6-8 months

L[N
Press Trust of India
New Delh

Ola Electric will miss its

to fully utilise installed pro-
duction capacityinthe nextsix
to eight months, and will
achieve only 50 percentofitby
November 2023, said d(fyo’
Bhavish Aggarwal, on Friday.

At meAtgiﬁc of launch of the
new S1 Air electric scooter
ahead of Diwali last month, he
had said the company t;l\'ab
already producing more than
1,000 a dayat its future factory
and would be scaling it up sig-

i beyond that.

“We feel that in the next six
to eight months we will ex-
haust the [current] i:.ls;n"?d
capacity, and we are also, in
parallel, expanding our capa-
city in the future factory,” he
had said.

Company officials had in-
sisted that Ola Electric has a
current capacity of 20 lakh
units per annum at its factory,
and it would be exhausted in
the next sixto eight months.

Business Standard 10th November 2022

up equityin EVstart-ups

SURAJEET DAS GUPTA spokesperson at Qualcomm India. A : A service which tells you about pot-
New Delhi, 9 November Explaining the strategic direc- RErA"_ Ev SAI_ES SOAR 185 % IN ocrOBER holes only during the monsoon and
T T ey > tion of India’s auto space, o 18 ] 3 g : ; maybe not in winter. So one has

In what could turn out to be abig Qualcomm executives Thepvera}l retail sales of electricvehicles (EVs), including passenger flexibility,” says the source,

push for the country’s auto sector, say that the country |  Vehides, inthe country surged nearly185 per centyear-on-yearto1,11,971 Executives also point out that with
especially electric two-wheelers, is the fourth largest units in October, automobile dealers' body Federation of Automobile

global chip design maker
Qualcomm’s venture capital arm is

technology changing, electric cars

will have processors with more

* Dealers Association of India (FADA) said on Wednesday. EVsales stood at
39,329 unitsin October2021. e 3

P computing power so that they can
scouting around for domestic start- : s ’ respond instantly to crisis situ-
ups in the advanced auto tech auto market globally, and the | the company point out that the ations. That quick response. might
space to buy equity stakes or go for biggest one for two-wheelers,

country also has a large, and yet to
be exploited, market for “subscrip-
tion services”, which can supple-
ment revenues for vehicle makers,
One such subscription service

amerger and acquisition. The com-
pany is also open to take minority
stakes in electric vehicle (EV) com-
panies if it fits into their overall
strategy in expanding their tech-

not be possible by storing and pro-
cessing the information on cloud
even with the low latency of 5G.
Qualcomm has been in the fore-
front of cashing in on the huge

Currently, the company is seeing

and enabling a trend of cellular

connectivity in automobiles
as part of a basic offering for

telematics, infotainment could be to offer advanced warning | increase in the demand for chipsas
nology use. and advanced driver assis- | on whether there are potholes on aresult of the growing move from
“Our ventures arm invests in key tance systems (ADAS). the road or somethinglyingahead, | internal combustion engine-pow-
areas, including 5G, artificial intelli- The spokesperson which would obstruct driving. This | ered vehicles to EVs. The company
gence (Al), automotive and Internet

adds, “With the transition

could provide a safety net for driv-
to EV, this trend is getting

of Things (I0T) to help expand ers. Work is also on to build

is also working on introducing use-
Qualcomm’s ecosystem of cus-

cases in electric two-wheelers of

¥ accelerated. And . | “assisted driving applications” technology that is already available
tomers and partners. We want to Qualcomm, with its cutting | which would help commuters. in passenger cars.
gain insights and invest in com- edge technology, is well posi- “These packages can bebought The US chip design company
panies that advance our technol- tioned to provide advanced with yearly, monthly or even daily has already supplied its
ogies. When we invest in start-ups, solutions that support the subscription models, dependingon | processors to Ola Electric and is
we help them with products or g0

ongoing transformation of the

the commuter’s need. For instance,
automotive industry.” Sources in

now in advanced talks to offer it to
he might want to subscribe to a

to market operations,” says a Hero Electric.
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‘TVS Motor, Amazon India

Our Bureau
Chennai

Leading two- and three-
wheeler maker TVS Motor
Company has entered into a
partnership with Amazon In-
dia under which the latter
will _ use TVS
vehicles to deliver goods to
customers.

In addition, the two com-
panies will work together to
examine EV use cases for
various Amazon businesses.

STRONG NETWORK

Abhinav = Singh, Director,
Customer Fulfilment, Sup-
ply Chain and Global Spe-
cialty Fulfilment, Amazon
India, said the collaboration

will strengthen its delivery

network. “This will support
our supply chain in minim-
ising the environmental im-
pact of our operations and
contribute to Amazon In-
dia’s goal of inducting 10,000
EVsby 2025.”

electric .

~

.7

s

o R

its last-mile deliveries

“We intend to expand our
electric offering across mul-
tiple segments and commer-
cial 'mobility stands at the

opportune inflection point,”: -

said Manu Saxena, Senior
V-P, Future Mobility, TVS
Motor Company. He added
that the company is ready
with electric two- and three-
wheeler options for B2B.

The partnership is also in
line with TVS Motor’s an-

ent of EVS

USE CASE. Amazon will deploy TVS Motor’s electric vehicles for

nouncements aiming to have
EVs across delivery, com-
muter and premium seg-
ments. The company will in-
troduce a full portfolio of
EVs over eight quarters in
the domestic and interna-
tional markets.

TVS Motor targets local
logistics players, delivery as-
sociates, and fleet operators,
among others for its electric
two and three-wheelers. /-

The Economic Times 10t" November 2022
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Skoda Plans to Launch
ElectricinIndiaSoon

Sharmistha.M
@timesgroup.com

New Delhi: Czech carmaker Sko-
da Autoislookingatjumpingon to
the electric vehicle bandwagon in
the Indian market with the
launch of its first vehicle in the
next12-18 months.

The company would initially in-
troduce a fully-built model to test
the market for electric vehicles in
Ipdia. “First things first, we would
like totestthe market with aready-
made unit from Europe,” said Petr
Solc, brand director at Skoda Auto
India told ET, adding eventually
Skoda Autowilldrive in some vehi-
cles as parts and components, so-
me fully builtunits and produce so-
me locally and have wide combina-
tion of products in the years to co-
me. The pace of introduction, of

course, would depend on how char- -

ging infrastructure for EVs deve-
lops in the country.

Skoda — which has seen volumes
grow in the local market with SUV
Kushagandsedan Slaviaunderthe

India 2.0 program — is upbeat abo-
ut growth prospects and is in fact
considering upping investments
to expand its portfolio across both
ICE (internal combustion engine)
and EV (electric vehicle) seg-

ments.
Solp said, “The Indian market is
getting more and more important
for Skoda. Now we

L are the third big-
Co would gest market for
initially Skoda brand glo-
introducea bally. And actually
fully-built the biggest market
modeltotest for Skoda out of
the market Europe.” India has
for electric emerged as one of
vehiclesin the fastest gro-
India wing markets for

. passenger  vehi-
clgs in the world in recent times,
w1fch salesthisyearexpectedtoclo-
seinonthe4million mark.

Sales volumes for Skoda itself in
the country are expected to more
than double toabout 50,000 units in
2022. Prior to this, the company

deback at about 84,000 units.

had clocked best-ever sales a deca/
/4
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esla’s Ex-India Policy
Chief to Join EV Co Ather

Bloomberg

Tesla Inc’s former India
policy chief is joining
homegrown electric
scooter startup Ather En-
ergy, one of the best-fund-
ed fledgling firmsinasec-
tor attracting record in-
vestment. Manuj Khura-
na, who quit his post as
Tesla’s local head of poli-
cy and business develop-
ment in June, will start
next week at the firm
based in the southern
technology hub of Benga-
luru; a person with

knowledge of the matter
said. Khurana willjoinas
a vice president, though
his specific role there is
unclear, the person said,
declining to be named as .
the matter isnot public.
Ather, which competes
with local rivals includ-
ing Ola Electric, this year
raised $128 million from
investors including Hero
MotoCorpand India’s Na-
tional Investment & In-
frastructure Fund. It's
one of players vying for a
slice of amarketexpected
to surpassdslsodbillion by
end of thedecade. -
oAk
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{Oct 2-wheeler sales at 2-year high

Aroosa Ahmed
Mumbai

Two-wheeler sales in Octo-
ber hit a two-year high with
more than 1.5 million
vehicles being sold across the
country.

According to vehicle retail
data by the Federation of
Automobile Dealers Associ-
ations (FADA), two-wheeler
sales -in October stood at
15,71,165,  the  highest
monthly sale since March
2020 when 18,47,314 units
were sold primarily due to the
transition of vehicles from
BS4toBS6.

“There was single-digit
growth over the last two
months. In October, a 51 per
cent growth was reported in
every segment. The demand
was not just witnessed at the
premium segment but also in
the entry-level two-wheeler
segment with good schemes
offered by OEMs at 10 per
cent of vehicle value,” said
Manish Raj Singhania, Pres-
ident of FADA.

WHAT WORKED

With sales coming back to
pre-Covid levels, an uptick in
demand for two-wheelers

increase in the coming months

from the rural areas was also
witnessed during the month.
“A combination of positive
factors, including pent-up de-
mand, a mega festival month ,
increased EV sales, and up-
beat tier-3, -4 demand due to
robust monsoon in many
States seems to be respons-

ible for driving sales. Many

rural markets saw double-di-
git y-o-y growth over the last

festival season,” said Atul-

Jairaj, Partner, Deloitte India.
The industry is anticipat-
ing the demand for two-
wheelers to increase in the
coming months.
“With the rural economy
picking up due to crop har-

LOOKING UP. The industry is anticipating the demand to

vest, the wedding season and
State elections, we are hoping
the growth trend will con-
tinue,” said Singhania. -
Anuptickindemand is also
being anticipated with new
launches. ~ “The  slightly
higher retail numbers (15.7
lakh) over wholesale/dealer
dispatches (14.9 lakh) in Oc-
tober augurs well for in-
creased dispatches over the
next few months. However,
given the anticipation for
new launches combined with
continued macro-economic
uncertainties around infla-
tion, the industry needs to
continue being cautiously op-
timistic,” Jairajadded. 17
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“Commercial Vehicle
Sales will Reach Previous

Peak of Im Umts by FY24

Rapid recovery in
economic activity and
resurgence in replacement
demand to help: Fitch

Our Bureau

Mumbai: Sales of commercial vehi-
cles will likely reach the previous peak
of nearly amillion units by FY24, Fitch
Ratings said, aided by a rapid recovery
in India’s economic activity and resur-
gence inreplacement demand.

The ratings agency expects commer-
cial vehicle (CV) sales to expand at 14-
19% over the coming few years.

Apart from a better macroeconomic
environment, the CVindustry will also
benefit from better availability of
financing, thereportnoted.

Meanwhile, higher fuel prices will
nudge fleet operators to replace their
older vehicles - with newer, more
efficientones.

“Most fleet operators chose to defer
the purchase of new CVsin view of va-
rious challenges since 2018 that weig-
hed on fleet utilisation rates and profi-
tability,” noted analysts at Fitch led by
Snehdeep Bohra. “This caused a
stagnant population of active CVs
since F'Y19. The average age of vehicles
also rose to multi-year highs, which is

typically associated with lower fuel
efficiency.”

This will directly aid the business of
companies such as Tata Motors, Ashok
Leyland, Eicher Motors and Mahindra
and Mahindra, which have reported
muted commercial vehicle sales since
FY19.

The medium and heavy commercial
vehicles (MHCV)segment was particu-
larly hit hard by macroeconomic head-
winds even before the pandemic
struck. Now, the recovery in the seg-
ment is expected to be sharper as well.

“We expect volume in the MHCV seg-
ment — which typically exhibits a hig-
her degree of cyclicality due to end-
marketexposureand higherdependen-
ce on financing — to recover by more
than 20% y-o-y in FY23, faster than the
broader CV industry,” Fitch said.

Meanwhile, the light commercial ve-
hicles segment is forecast to continu
to perform well. 2

Business Line
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"Ashok Leyland vows to maintain

a market share of more than 30%

G Balachandar
Chennai

network expansion, strong
acceptance of its Avtar range
of vehicles contributed to the
market share growth.

Leading truck and bus-maker
Ashok Leyland, which has re-
ported strong growth in
profit ‘and revenue for the
September 2022 quarter,
seeks to maintain its market
share of 30 per cent plus in
the medium and heavy com-
mercial vehicle (M&HGCV)
market, supported by accept-
ance of its new product range,
plugging of gaps in its portfo-
lio and network.

The company has achieved
a market share gain of 9.6 per
cent in the quarter and the
total market share touched 32
per cent in M&HCV segment
in Q2 of this fiscal. Along with

“Our products have been
performing well and there
has been a lot of work going
on since last one year on the
network expansion, espe-
cially in some of our weaker
zones in northern and east-
ern India,” Dheeraj Hinduja,
Executive Chairman, Ashok
Leyland told businessline.

SHIFT TO CNG

The company addressed
some gaps in its product port-
folio, particularly in the ICV
(intermediate  commercial
vehicle) segment. It had a set-
back last year as there was a
big shift to CNG models in

ALL has achieved:

a market share gain
of 9.6% per cent
this quarter and the
total market share
touched 32% in the
M&HCV segment

the ICV market due to the
lower price of CNG and
delays in the introduction of
its CNG models.

In Q4, it introduced our
CNG models. But since then,
there has been a shift from
CNG to diesel due to CNG
price increases. With new
launches, it achieved growth
in its market share in the ICV

segment - from low teens a
few years ago to about 25 per
centnow.

“Going forward, we will
not only be able to maintain
market share but also grow it
further. I would say that 30
per cent plus is something
that we are confident of
maintaining. But we will not
do any deep discounting to
win market share,” said
Hinduja.

SOLID QUARTER

The Hinduja flagship posted a
net profit of ¥199 crore in Q2
of this fiscal compared with a
net loss of ¥83 crore in the
year-ago quarter. Revenue
from operations soared 85
per cent at 8,266 Crore
(X4,458 crore). A



G Balachandar

i Chennai

With a festival boost, the do-
mestic tractor industry hit a
historic volume level this Oc-
| tober, but exports moderated
. duringthe month.

September was also a
strong month for the industry.
" As the sales momentum con-
‘tinuedin Octoberand thefest-
ival season boosted positive
sentiments’ further, the - total
domestic  tractor volumes
stood at 1.24 lakh units (up 7
per cent y-0-y), the highest-
" evermonthlysalestodate.

k On a month-on-month
| basis, the growth was 9 per
cent, according to data
provided by Tractor & Mech-
anization Association (TMA).

. ‘HEALTHY GROWTH’

October was  the second
month that domestic tractor
sales recorded a y-o-y growth
after April. “The wholesale
volumes over the past two
months (September and Oc-
tober) have grown at a healthy
pace (23 per cent and 7 per

PRESS REPORTS
ON TRACTORS

Business Line 14th November 2022

Festival demand lifts Oct
‘tractor sales to all-time high

| ON THE FLIP SIDE. Exports drop below 10,000 units for the first.time in 16 months

GOOD SHOW Sonallka Tractors sald the company clocked |ts highest-ever deliveries of 20,000

units in"October with 16 per cent billing growth

cent y-0-Y, respecnvely), with
OEMs building up dealer in-
ventory to cater to strong de-
mand during the festival sea-
son,” said ratingagency ICRA:

“Festival -season kept the
spirits high and led to-very
strong momentum in demand
for' tractors ‘and farm ma-
chinery,” said Hemant Sikka,

President-Farm  Equipment

Sector, M&M. The company
saw its tractor sales grow 10
per centat50,539units.
Sonalika Tractors said the
company clocked its highest-

ever deliveries of 20,000 tract-
orsinOctoberwith 16 percent
billing growth which is almost
double the industry growth
duringthe month.

NEW PEAK

Total tractor production dur-
ing October stood ‘at 86,856
units compared with 90,395
units in October 2021. For the
firsttime in16 months;tractor
exports dropped below 10,000
units. Total exports stood at
8,888 ' units compared with
12,194unitsin0ctober2021.

For April-October. period;
total domestic tractor, sales
grew 10 per cent at 610,731
units compared with 556,447
units in the year-ago period,
while total exports grew 6 per
cent at 79,308 units compared
with 74,491 units.

“For, FY23, we expect:the
domestic tractor industry to
grow in single digit and may
touch a new peak in the cur-
rent fiscal” said Bharat
Madan, ' President-Finance,
Group CFO and Corporate
Head, Escorts Kubota Ltd.

Business Line 2" November 2022

“Tractors in 40-50 horse power
segment are now the top sellers’

===
Our Bureau
Bengaluru

Tractors in the 40-50 horse -
power (HP). segment are
seeing the . highest - sales
TractorJunction-
.com, a digital market place
for farm equipment said.
“Farmers are now buying
tractors based on their ap-

traction,

plication - or. jusage. - Since
majority of the Indian farm-

ers have -landholdings. be-
low 2-3 hectares, the seg-
ment: of 40-50 HP tractors

witnesses.

This segment of tractors

fall in the compact and
standard segment, ideal for
ployghing and tilling work.
Tractors in the 40-50 HP -
segment are suited for di-
verse non-agri applications,
thereby allowing a: farmer
to diversify his income
sources and providing the

brand

- e

highest value for money”

Tractors in the 40-50 HP
segment are among the top
‘10 models. M&M 575 — 47
HP topped the list for the
highest traction and sales.
‘In terms of the best tractor

Mahindra remains highest-

selling tractor in India wn:h
offerings in almost every
segment and various spe-
cifications. Further; Tract-
orJunction said the highest
users of tractor were in Ut-
tar Pradesh, followed by
Madhya Pradesh, Rajasthan
and = Maharashtra.
States are leading the tech
savvy list of farmers who
are - capitalising technolo-

These

gies such as telematics
based tractors, soil testing

Mahindra &

and 'monitoring of farms.

said Rajat Gupta, Founder  This has improved the farm
of Tractor Junction, said in = yields and food quality, the
high  traction.  a statement. statement said. -,
TractorJunction helps to
M&M AT THE TOP buy, sell, finance, insure and

service newfused tractor
and farm equipment and
has more than 300 new
tractors, over 75 harvesters,
| 580 implements, 135, farm
tools, and 120 tyres across
brands”
platform.

listed on  its

7
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COMPANY NEWS

The Economic Times 14t November 2022

/(OMPANY'S PLAN TO DOUBLE CAPACITY at a time of riSing ordersto boost automotiVe segment'
volumes, improve operating margins and help maintain current valuation premium

As Buyers Drive In for More SUVs and
M&M Makes More, Stock to Revv Up

Ashutosh.Shyam@timesgroup.com

ET Intelligence Group: Mahindra
& Mahindra’s stock outperformance
may sustain on improving volume vi-
sibility asthe companylaid outaplan
to nearly double its automotive seg-
ment installed capacity in the medi-
um term which would help streng-
then its market share in the sport ut-
ility vehicle (SUV) segment.

The company’smove of increasing
capacity would lend more credence
to investors that it is able to bring
down the waiting period that has
crossed more than a year for certain
variants of the top-selling models,
thereby lowering the risk of cancel-
lation as supply pressure is easing
for the competition. M&M'’s stock
has outperformed the Nifty 50 by

28% in the past six months and it is.

one of the best-performingstocksin
theauto segment.

The maker of the Scorpio and the
XUV 700 is set to increase its installed
SUV capacity to 39,000 a month by the
end of this financial year and further

t049,000a month by the end of thenext
fiscal. At the end of FY22, M&M had a
capacity of about 29,000 units of pas-
senger vehicles a month. By next fi-
scal, top-selling models such as the
XUV 700, Scorpio-N and Thar will ac-
count for two-thirds of the total new
installed capacity.

A higher installed capacity base
may lift the consensus volume esti-
mateforthenextfiscal. Analysts ha-
ve forecast sales of 350,000 SUVs in
FY23 and 410,000 units in FY24,
which implies year-on-year growth
of 56% and 17%, respectively. In the
first seven months of the current fi-
scal, M&M’s passenger vehicle sales
grew 77% year-on-year to about
201,000 units, which translates into
an average monthly volume of
28,714 units.

Demand for M&M’s SUVs remains
encouraging, with the total order
book reaching 260,000 units at the
beginning of November — equiva-
lent to 1.2 times the sales last fiscal.
XUV700 and Scorpio-N have month-
ly bookings of 11,000 and 17,000
units, respectively, which took total

monthly bookings to a record 53,000
unitsin September.

XUV700 and Scorpio see a large
chunk of demand from major met-
ros and from additional car buyers.
Thisshowsthatthe company hasbe-

en able to penetrate

o] beyond its traditio-
The moveto nal customer catch-
increase ment in rural areas.
capacity Besides,  capacity
lends addition will help
credence to the company ex-
investors pand its base in ex-
that M&M is port markets such
abletobring  as South Africa and
downwaiting South America and
periods gear up for incre-

mental volume for
electric vehicles.

Increasing utilisation will help
M&M maintain its trajectory of im-
proving its operating margin (EBIT).
In the September quarter; the auto-
motive segment EBIT expanded 40
basis points to 6.1% on a sequential
basis as the company ended its intro-
ductory pricingon XUV 700 and Thar,
cost optimisation and the positive ef-

fectof higher operatingleverage. The
absolute quarterly EBIT of the auto-
motive is just a shade away from the
farmmachinery segment witha cont-
ribution of about 3900 crore.

Just a few quarters ago, the auto-
motive segment contributed one-
third of the operating profit and the
farm segment the rest. Improving
operating leverage, price hikes and
moderating raw material prices
may help operating profit reach 7%
in the next fiscal, close to that of the
leading industry peers.

On the farm business side, the sales
volume grew10% duringthefestive se-
ason and the company reiterated its
guidance of 5% volume growth. This
may result in an upside for the volu-
mes of the farm segment, where ana-
lysts have been factoring in flat volu-
me growth for the currentfiscal.

The stock is trading at 21 times one
year forward earnings, a16 % premi-
umtoitslong-termaverage. The pre-
mium may sustain with a strengthe-
ning SUV franchise, improving pro-
fitability and continued focus on ca-
pitalallocation. /
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‘Afirstfor industry: Hyundaimay

DEEPAK PATEL
New Delhi, 3 November

In a first for a car company in
India, Hyundai Motor India
Ltd (HMIL) may sign direct
power-purchase agreements to
procure electricity, both con-
ventional and renewable, from
power generators or through
the grid to boost its charging
infrastructure for electric vehi-
cles (EVs) in the country.

Such direct contracts will
assist the carmaker in getting
cheap power.

Companies usually rely on
discoms for electricity supply
at relatively high commercial
rates. HMIL, which has EV-
charging points at its 34 deal-
erships, is planning to do size-
ableinvestment in its charging
infrastructure, sources said.

Lackof sufficient EV-charg-
ing points is a major factor
hampering the growth of EVs
inIndia. The South Korean car-
maker, which is planning to
launchsix EVs in India by 2028,
had on August 8 this year
amended its Articles of
.. Association (AoA) to include
the aforementioned points
regarding direct electricity pro-
curement.

Business Standard has
reviewed the revised AoA.
HMIL did not respond to
queries sent by the newspaper.

Inits revised AoA, the com-
pany said it planned to “invest
in electric charging infrastruc-
ture, develop revenue models,

o
fi

‘}

DOM ESTIC SAlES OF TOP 5 EV MAKERS

2,995

aTataMotors 1,812 2724 2,891 2,765 2,831
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Source: FADA
enter into all types of contracts, Accordingto the Federation

agreements including but not
limited to consultancy services,
development of software, pro-
curement of electricity either
from the grid or through non-
renewable sources etc”,

Green as well as non-green
power producers sell electricity
in the open market “grid”.

HMIL sells one EV — Kona
Electric — in India. The com-
pany is expected to launch a
second EV —Ioniq 5 — for the
Indian market in a few months,

sources said. EV sales are see- -

ing huge growth amid the
Central government’s push for
greener vehicles.

of Automobile Dealers Asso-
ciations (FADA), 18,142 EVs
were sold in the first half of
FY23 against 4,932 units in the
corresponding period of FY22.

HMIL is a small player in
the Indian EV market, which is
dominated by Tata Motors.
HMIL sold 309 EVs (Kona
Electric) in India during the
first half of FY23 as compared
to Tata Motors, which sold
15,518 in the same period,
according to FADA. In terms of
domestic car sales, HMIL was
number two in September.
According to the FADA, the
South Korean carmaker sold

inkpacts fordtrectpowerpurchase

39,118 cars in India last month.
Maruti Suzuki was at number :
one with 103912. :

In a statement on May 17,
Tata Power had said it had
signed a m@morandum of
understanding (MoU) with
HMIL to set up fast chargers :
(DC60kW)atthe latter’s exist-
ing34 EV dealerlocationsin29 :
cities along with the supply,
installation, and commission-
ing of home charging for the
car company’s EV customers. :

However, the statement :
did not mention anything °
about any power-purchase :
agreement between HMIL and :
Tata Power. “Currently, all 34
HMIL dealer locations are |
equipped with AC 7.2 kW
chargers, and the company
aims to expand the fast-charg-
ing infra network across its
pan-Indian dealerships. This
new partnership will be of
tremendous benefit to cus-
tomers as the vehicle-charging
time of a DC 60 KW charger is
much less than the AC 7.2 kW
charger. DC 60 kW charging
stations will enhance custo-
mer convenience,” Tata Power
had said in its statement.

Under the tie-up, the charg-
ing stations at HMIL dealers
will be open for EV owners of
all firms, it had said. “Also, end-
to-end charging solutions at
the home of HMIL's EV owners
will be offered by Tata Power
for their convenience resulting
in hassle-free EV ownership,”
Tata Power had added. /
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seeing a 76 per cent rise in net
profit to 3657 crore, compared to
a %373-crore profit during the
same period-last yearon account..
of improved sales.

per cent inctease in revenue from
operations at ¥3,519 crore, its
highest evet, compared t032,250 -
crore in the COrrespondmg
quarter of FY22. The company’s
earnings before interest, taxes,
depreciation, and amortization
(Ebitda) was also up. 75 per cent
to 3822 crore against I470 crore

in FY22.

Royal Enfield, made by Eichet
Motors, sold 203,451 umtsm the

o recorded a 56

291,200

- e .

2021-22

477,204
59,967

2022-23

quarter, a 65 per cent increase
from 123,515 motorcycles sold
overthe‘s‘amepenod mFI:ZZ%x b

““We have seen the highes! 5 ]
ever revenue from operations: SiddharthaLal, managing direc
and profit after tax. We started tor, Eicher Motors A»

ighest-ever

\JLU2e

y7 crorein Q2

the quarter w1th the launch of
Hunter 350. The festival season
brought in strong sales for Eicher
Motors,” i
Govindarajan, chief executive
officer—Royal
Wholetime Director, EML. }{e
said that the company is looking
at a capital expenditure of ¥750
crore during the current financial
year, out of which -over .i300
crore is already deployed. !
“At the halfway mark, :our
overall performam:e,has been
very encouraging. W
nessed great uptie Wl
launch of new Hurlterm:’.so
Further, we are super happy at
having showcased our spectacu-
lar new cruiser, the Super Meteor
650 at EICMA, earlier this week.
This elevates our portfoho in the

said said  B.

Enfield and

Wit-
ith the

twin categol’Y» said
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/ VOLUME STRESS at UK arm and margin headwinds at home to lead to net loss for fifth year ina row

Little Cheer for TaMo Investors till

JLR Chips In, Local Pressure Eases

Ashutosh.Shyam@timesgroup.com

ET Intelligence Group: Tata Mo-
tors has underperformed the
benchmark Nifty 50 by 20% over the
past12 months. The trend may con-
tinue in the near term going by its
lacklustre second-quarter result.

The UK subsidiary Jaguar Land
Rover (JLR) has trimmed volume
and margin guidance for the cur-
rent fiscal due to continued supply
shortages. In addition, the domes-
ticbusiness was marred by commo-
dity inflation that suppressed mar-
gins. This is likely to reduce the
consensus earnings estimate for
Tata Motors by 5-9%.

JLR expects a sales
volume of 1,60,000
units (excluding Chi-
na JV) in the second
half of the current fiscal year: In the
first half of the year, JLR had a sales
volume of 147,000 units, implying an
expected full-year volume of 310,000
units. This is 40,000-50,000 units lower
than the consensus volume forecast
reflecting a foregone revenue of aro-
und £3 billion based on the average
sellingprice of JLR cars.

Worryingly, the volume decline for
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JLR on a three-year annualised basis

is higher than global luxury peers.
This shows an accentuated impact of
semiconductor shor-
tage on JLR. The com-
pany has moderated
the outlook for opera-
ting margin (EBIT
margin) to “positive” from the earlier
expectation of 5%.

JLR has entered into partnership
agreements with chip suppliers to
alleviate the shortage. It expects to
improve volume in the second half
of the current fiscal year. Analysts
estimate a volume of 310,000 and
360,000 units for the current and
nextfiscal years implying a volume

growthof 6% and16%, respectively.
If the company increases volume
growth this year, it would be for the
firsttime in four years,

The demand for JLR appears to be
strong given the order book of over
200,000 vehicles, of which 72% are
RangeRover; Range Rover Sportand
Defender. JLR has ramped up pro-
duction of Range Rover and Range
Rover Sport to 2,400 per week in Oc-
tober compared with 1,350 in Au-
gust. Richer product mix and cost
savingshelped JLR topostan Ebitda
margin of 10.3% in the September
quarter compared with 6.3% in the
previous quarter. It has reduced the
cash break-even level to 300,000

units in FY23 compared with 660,000
units in FY19. This would support
margin expansion when capacity
utilisation moves up.

Back in India, the Ebitda margin
dropped by 70 basis points sequen-
tially to 5.4% in the September qu-
arter due to commodity inflation
and one-off cost despite 9% growth
involumeat1,42,000 units. The mar-
gin pressure is expected to ease
with moderation in input prices
andrising product prices.

After a 50% growth in FY23 so far;
analysts expect a single-digit volume
growth for the next year. In the com-
mercial vehicles (CV) segment, the
Ebitda margin dropped by 50 bps to
5% duetotheresidual impact of com-
modity inflation and lower export
mix as volumes in international mar-
kets dipped sharply. The CV retail
market share of Tata Motors dropped
to 43.2% in the September quarter
compared with 44.7% in FY22.

The volume pressure in the over-
seas business and margin head-
winds in local business would re-
sult in Tata Motors posting a net
lossinthe currentyearona consoli-
dated basis. This would be the fifth
year in arow when Tata Motors wo-
uld have anaccountingnetloss. /
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Maruti starts offering CNG
variants of Baleno, XL6

[er=eea]
Our Bureau
New Delhi

Maruti Suzuki India (MSIL)
on Monday expanded its S-
CNG technology in Nexa
channel — the new Baleno
and the all-new XL6 —
providing customers with
feature-rich and class leading
products with minimal im-
pact on the environment.

Introduced first in 2010
with Eeco, Alto and WagonR,
MSIL has so far sold 1.14 mil-
lion CNG vehicles, which has
saved CO: emissions of
around one-million tonne
and this extension of CNG
fuel option to vehicles sold
under premium retail chain
Nexa is to meet the target of
nearly 75 per cent jump in
sales of CNG vehicles at four-
lakh units this fiscal, a senior
executive at MSIL said.

“This year, we should be
selling close to four-lakh
CNG cars as against 2.3 lakh
cars we sold last year. Today,
we have 10 out of the total of

Shashank Srivastava, Senior
Executive Director, Marketing
and Sales, MSIL

16 models (that the company
sells) which have the CNG,”
Shashank Srivastava, Senior
Executive Director - Market-
ing and Sales, MSIL, told re-
porters adding that with
these two new models the
company’s CNG offering will
goup to 12 models.

TWO VARIANTS

The Baleno S-CNG will be
available in two variants -
Delta, manual transmission
(MT) to be priced at ¥8.28

-which has

lakh and Zeta (MT) priced at
¥9.21 lakh, while the XL6 S-
CNG will be available onlyon
Zeta (MT) variant at ¥12.24
lakh  (all ex-showroom
prices), he said.

On the overall demand for
CNG vehicles, Srivastava
said the average bookings per
day last year was 1,300-1,400
vehicles and it went up
slightly in the first quarter of
this fiscal to 1,400-1,500
range.

In terms of order book for
CNG vehicles, he said, “As of
today pending bookings for
CNG vehicles is about 1.23
lakh units.” However, the un-
availability of CNG control-
ler semiconductor along with
certain other components
related to the technology led
to long waiting period for
CNG vehicles, which ranged
from a week for WagonR
CNG to about eight to nine
months for Ertiga CNG
the highest
pending order of 72,000
units, he added. /



“Maruti Suzuki plans X7,000-cr
capex in current fiscal: CFO

===
Press trust of India
New Delhi

¢

Maruti Suzuki India plans to

invest over 37,000 crore this

year on various initiatives, in-

cluding the construction of its
| plant in Haryapa and model
launches, according to com-
pany CFO Ajay Seth.

The country’s largest car-
maker has already com-
menced work at the new facil-
ityin Sonipat district.

The Kharkhoda-based
plant, is expected to be opera-
tional by 2025 with an in-
stalled production capacity of
2.5lakhunitsin thefirst phase.

Currently, Maruti Suzuki
Indiahasa cumulative produc-
tion capacity of over 22 lakh
units per annum across its two
manufacturing plants in Hary-
anaand parent Suzuki Motor’s
facilityat Gujarat.

The two plants in Haryana
— Gurugram and Manesar —
together roll out around 15.5
lakh units per annum. In May,
the auto major had announced
to invest 11,000 crore in the
first phase of the Sonipat facil-
ity. “We will be spending up-
| wards of ¥7,000 crore this
year,” Seth said in an analyst
call.

FOCUSED ON TWO AREAS
Elaboratingon theinvestment
plans, he said the earmarked
amount would cover various
activities.

“We’ll have to place orders
to vendors (for the Sonipat
plant). So, that will be one ma-

jor portion of the capex,” Seth |

noted. He added, “Besides
that, all the new model
launches that we are doing

Ajay Seth, CFO,
Mqruti Suzuki

where we have to have the in-

vestment on toolings. I think
that will be another large piece
of capex. So, these are two
areas where the capex will be
maximum.” The capex would
also go into other areas like
R&D, the regular maintenance
amongothers, Seth said.

BUSINESS OUTLOOK

On current business outlook,
Seth said: “The electronics
component shortages are still
limiting our  production
volumes. In this quarter, the
company could not produce

35,000 vehicles.” Limited vis-
ibility on the availability of
electronics components is a
challenge inplanning the com-
pany’s production activities,
he added. “Our supply chain,
engineering, production, and

.sales teams are working to-

wards maximising the produc-
tion volume from available
semiconductors. The supply
situation of electronic com-
ponents continues to remain
unpredictable,” Seth stated.

He said the company’s
pending customer orders
stood at about 4.12 lakh
vehicles at the end of Q2 with
recently launched models ac-
counting for around 1.3 lakh
pre-bookings. Having
achieved success with both
Brezza and Grand Vitara, the
company aims to bring in
more models in the SUV seg-
ment, Sethsaid.

“Going forward, the com-
pany will strive to further
strengthen its SUV portfolio
todominate the SUV segment,
just like all other segments2
he said.

f

Business Line 11" November 2022

/Skoda India hopes to cross
50,000-mark in sales this year

S Ronendra Singh
New Delhi

L

Skoda Auto India on Thursday
said the company will sell
50,000 vehicles this year, from
around 23,000 units last year.

“Year to date, we have sold
44,500 cars in the Indian mar-
ket, which is almost double to
what we did last year and of

Il course ourambition isto cross

50,000-mark this year. Also, it

| “is an’all-time high record for

us,” Petr Solc, Brand Director,
Skoda ~Auto India, told
businessline.

MORE GROWTH

He said the company expects
to further grow its sales in the
coming years. Talking about
the current market scenario,
he said the Indian car market
with around 31 lakh cars is in
oneof thebest times right now

Petr Solc, Brand Director,
Skoda Auto India '@

and 'is ‘expected to close the
current fiscal with around 36
lakhvehicles. “The market will
grow much stronger in the
years to come, so there’s a
good chance the market hits
the 40-lakh mark within the
nexttwoyears,”Solcsaid. -
The company is riding its
success - -because -of ~two
products ~ Kushaq SUV and
Slaviasedan. The companyhas
enabled lower maintenance
costsforitscars, Solcsaid.

Business Line
5th November 2022
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Auto, farm
verticals drive
M&M net up 45%

Our Bureau
Mumbai

Mahindra and Mahindra Ltd
posted a 45 per cent increase
in net profit for the quarter
ended September 30,2022,
driven by growth and sales of
its auto and farm divisions.
The company clocked

| %2,772 crore net profit dur-

ing the quarter against
£1,928 crore in the same
quarter last year.

Revenue from operations
grew 39.1 per cent to
29,870 crore (321,469
crore).

The company said it re-
mains the No. 1 brand in
SUV with the highest ever
monthly booking of 53,000
units in September. It hasan
open booking of over
2,60,000 units in SUVs and
light commercial vehicles
achieving 60 per cent market
share in Q2 F23 with an up-
tick of 10.8 per - cent
year-on-year.

“While the auto segment
has led growth, we have seen
steady performance across
our group companies. Our
journey of creating value and
providing growth capital
continued  through the
Susten-OTPP  transaction
and the BII transaction,”
said Anish Shah, Managing
Director.

“We recorded our highest
quarterly revenue for the
auto and farm segments. In
SUVs, we continue to be the
revenue market share leader.
Festival sales have been
strong this year across auto
and farm sectors,” said
Rajesh Jejurikar, Executive
Director of Auto and Farm
Sectors,

Mahindra an
Mahindra Ltd. /



Bharat Forge gets ¥1.2K-cr
order to export artillery

Ordervalue over1/10th of India’s defence exports in each oflastz'years

AJAISHUKLA
New Delhi, 9 November

indigenous weapons

systems exports, Pune-
based  Bharat _ Forge
announced on Wednesday
that Kalyani Strategic
Systems — a wholly owned
subsidiary — “has been
awarded an export order for
a 155-millimetre (mm) artil-
lery gun platform to be
executed over a three-year
time frame”.

“The total value of the
order is $155.5 million,”
stated a company media
release. That amounts to
approximately 1,265 crore
— more than one-tenth the
value of India’s annual
defence exports in each of
the last two years. Bharat
Forge has neither
announced the name of the
buyer country nor the type
of gun being exported.
However, Ministry of
Defence (MoD) sources have
confirmed that the buyer

I n a breakthrough in

STEADY GROWTH
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country is Armenia and the
order consists of 155 mm, 39-
calibre howitzers mounted
on trucks for mobility.

+ Sources in the MoD say the

order has been made public
only to conform to the
Securities and Exchange
Board of India regulations
that demand the publication
of information likely to affect
stock prices. Bharat Forge
had its board meeting on
Wednesday. At the price that
Bharat Forge has divulged,

the Armenian order will
involve the purchase of four
to five regiments of 155 mm
mounted gun systems
(MGS). Each regiment con-
sists of 18-20 guns.

“This order, to.a non-con-
flict zone, is a great testament
tothe Government of India’s
Aatmanirbhar Bharat
agenda and its sustained
push to promote exports of
indigenously  designed,
developed, and manufac-
tured advanced defence plat-

Business Line

forms fromIndia,” stated the
Bharat Forge press release.
Bharat Forge is becoming a
big player in artillery gun sys-
tems, along with Tata
Advanced Systems. Both
companies are working with
the Defence Research and
Development Organisation
in developing the indige-
nous Advanced Towed
Artillery Gun System, a 155
mm, 52-calibre howitzer that
is significantly heavier, more
powerful, and has a longer
range than the MGS. This
order will have a significant
impact on the growth of
overall defence exports. The
government had stated inthe
Rajya Sabha on February 10,
2020, that India’s defence
exports had grown sevenfold
in two years - from 1,522
crore in 2016-17 to 10,746
crore in 2018-19.

According to a target set
by MoD in the Defence
Production Policy of
2018, the annual defence
exports are to grow to $5 bil-

lion by 2023.

2nd November 2022
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" Wheels India may

cut back capex on higher

' costs, drop in exports

|
|
|

J
i
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Our Bureau
Chennai

Leading auto parts player,
Wheels India Ltd, haspingic-
ated that it is likely to hold
back a portion of the capex
planned for this fiscal due to
sluggish export demand and
aspike in costs.

DECLINE IN PROFIT

The company reported a net
profit of ¥15.14 crore for the
quarter ended September 30,
2022, as against the ¥21.2
crore in the same period the
previous year. However, rev-
enues for this September
quarter went up by 22 per
cent to ¥1,109 crore from
X911 crore a year ago, driven
by the commercial vehicle
market.

For the half-year period
ended September 30, 2022,
net profit was lower at 326
crore when compared with
31 crore in the year-ago
period. Revenues stood at
2,166 crore as against
1,586 crore, an increase of
37 per cent.

The drop in profit was due

Srivats Ram, Managing
Director, Wheels India

to sudden fall in some of the
export businesses, notably in
August and September.

IMPACT IN US, EUROPE
Exports have been impacted
especially more in retail-re-
lated segments in the US and
Europe. “It is more of a tem-
porary trend. Exports will
improve from the current
level from December this
year,” Srivats Ram, Man-
aging Director, Wheels India
said.

Also, the impact was due
to an increase in interest
cost, on account of rate in-
crease and a spike in working
capital.
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Leading auto component
house Rane Group has
bagged ¥620-crore worth of
new business orders during
H1 of this fiscal and targets
to achieve higher than in-
. dustry growth.

During H1, ZF Rane Auto-
motive India bagged ¥240-
crore orders for occupant

- safety products and I155-
. crore new orders for steering
.gear  products.  Rane
. (Madras) bagged ¥105-crore
orders for steering products
* from various international
- and domestic companies.
Rane NSK won X75-crore
- orders for manual steering
columns from various com-
panies. Rane Brake Lining
and Rane Engine Valves se-
. cured orders worth .35
~crore and <10 crore
| respectively.

During the period under
review, the group recorded a
33 per cent increase in total
* revenue at 33,306 crore com-

. pared to ¥2,485 crore in the
. year-ago period.

-

Business Line 15t November 2022

Rane Group firms bagX620-cr orders in H1

L. Ganesh, CMD,
Rane Holdings Ltd

“The group companies
posted strong  revenue
growth supported by favour-
able demand from Indian OE
and export customers.
Higher volumes and im-
proved operational perform-
ance helped to mitigate ma-
terial price increases,” said L
Ganesh, Chairman and Man-
aging Director, Rane Hold-
ings Ltd, the holding com-
pany of the Rane Group.

REVENUE GROWTH

Revenue from Indian OE
customers (accounted for 68
per cent of total revenue)

grew 36 per cent supported
by strong growth across
vehicle segments.

Also, revenues from Inter-
national customers (23 per
cent of total revenue) in-
creased by 25 per cent driven
by higher off-take across
products. Revenue from the
Indian-aftermarket segment
(which makes up 9 per cent
of total revenue) grew 31 per
cent.

“More than 93 per cent of
revenue came from power-
train agnostic products and
the company continued to
dominate the domestic mar-
ketacross products,” accord-
ing to the group’s investor
document.

HIGHER GROWTH
Meanwhile, the group con-
tinues to target higher-than-
industry growth in business
segments.

During H1, the group’s
passenger vehicle revenue
recorded 34 per cent growth
compared to  industry
growth of 36 per cent.
“Lower growth was due to

lower increase of few served

/ﬁafuti Suzhki may Expand

its Manesar Plant Capacity

by 1L Units by

New Delhi: Maruti Suzuki In-
dia (MSI) may increase its Ma-
nesar plant production capaci-
ty by one lakh units to cater.to
the enhanced demandbeforeits
Sonipat facility commences
operations in 2025, a senior
company officialsaid. ;

The additional one lakh unit
perannum capacityatManesar
may come by April 2024 and
Kharkhoda in the subsequent
year, headded.

The country’s largest car-
maker may also look at ex-
panding production capacity
at its Gurugram-based manu-
facturing facility to cater to
the rising demand for its pro-
ducts. Currently, MSI has a
cumulative production capa-
city of 15 lakh units per an-
num at both Manesar and Gu-
rugram plants. It addition:al-
ly has access t0 7.5 la}kh umt,s
from parent Suzuki Motor’s
facility in Gujarat.

The company has already
commenced work at the new
facility in Kharkhoda in Hary-
ana. The plant is expegted to ]:)e
operational by 2025 with an in-
stalled production capacity of
9.51lakh units in the first phase.

“As of now, wehave about22.5
lakh capacity in Haryana plus
Gujarat...And in times to co-
me, we are in process of wor-
king on the Kharkhoda plapt,
which will be up and running

inthe year 2025.

April 2024

“And if required, I think most
likely wemighthave toadd abo-
ut one lakh capacity on a short-
term basis in Manesar to meet
intermediate demand,” MSIex-
ecutive director (corporate
planning and government affa-
irs)Rahul Bhartisaidinanana-
lystcall.

MSI currently rolls out mo-
dels like Ertiga, XL6, and Eeco
from the Gurugram plant and
modelslike Alto, S-Presso, Cele-
rio, Brezza and Dzire from the
Manesar facility. :

When asked if MSI is loo-
king to increase
capacity at Mane-
sar plant to redu-
cemanufacturing
footprint at the

Gurugram facility, the com-

pany's oldest plant, Bharu

said: “We are not looking at
any kind of reduction in

Gurugram, infact, at leagt in

the shorter term, we mlght

have to increase production ;

in Gurugram.” i

On the upcoming plant at?

Kharkhoda in Sonipat, he said,

“Qur first plant (first phase) ,

should be commissioned by the §

first quarter of calendar 2025. «

And I think we already have to

start thinking about a secongl

plant if demand growth conti-

nuesinIndia.” y

The company plans to invest

11,000 croreinthe firstphase of

the Sonipatfacility. PTI /

models,” it said. However,
the group recorded signific-
antly higher growth in the
commercial vehicle, tractor,
and two-wheeler businesses.
In CV, the group’s growth
was 71 per cent as against in-
dustry growth of 56 per cent,
while tractor revenue grew
15 per cent as against 5 per
cent industry growth, sup-
ported by an increase in
power steering penetration.
Intwo-wheeler, the group re-
corded a 34 per cent in-
crease, while the industry
growth was at 20 per cent.
“Better  performance is
driven by higher offtake of
valve train products,” it said.

GROWING DEMAND

The management pointed
out that the easing of semi-
conductor shortage is driv-
ing demand from Indian PV
customers.

The the group is witness-
ing a demand up-cycle in the
CV segment. Also, it is seeing
plateauing of commodity
prices and expects some
softening in the coming
quarters. /

The Economic Times
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Hero to invest
2,500 crto
launch& mn
units by 2026

SURAJEET DAS GUPTA
. New Delhi, 3 November

Hero Electric has decided to
invest 2,500 crore to build
additional capacity of about:
4 million electric two-
wheelers by 2026. The first
- stage of investment will roll

outthis year fora new factory -

in Rajasthan, where vendor
units will invest another 400
crore. In the second stage, it
is scouting for a location of a
plant in South India. Both
factories will be of equal size
and investment. The firm has
the capacity to manufacture
500,000 vehicles.

Its projected capacity of
4.5 million units per annum
thatitis building is half of Ola
Electric’s. The latter is build-
ing a factory with a capacity
to make 10 million electric
vehicles (including " two-
wheelers) in phases. ~

Hero plans to finance the
expansion by raising over
1,000 crore and is in
advanced-stage talks with
private equity (PE) funds.
This is the second time the
company is resorting to rais-
ing money from PE players.

Speaking about its ambi-
tious electric scooter expan-
sion plan, Naveen Munjal,
managing director of the
country’s largest electric
scooter company, says: “We
expect the industry to hit 1

~million units by 2023-24
(FY24).  According to
. research, it will reach 9 mil-
lion units by 2026-27. We
wantto produce about 4 mil-
lion electric two-wheelers by
2026. The market for electric
is charged up and the conver-
sion from internal combus-
tion engine (ICE) to electric

_ is clearly moving fast.” This
explains why Munjal is
aiming at expanding sales
more than threefold — from
the projected 160,000 in
2022-23 to 500,000 in FY24,

~

4

/,
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Rane Group’s L Ganesh
receives Deming award

Chennai: L Ganesh, Chairman of
Rane Group, was conferred
with Japan’s prestigious
Deming Award in recognition
of his outstanding contribution
to the dissemination

and promotion (overseas) of
total quality management
(TQM). Ganesh is the third
Indian and the fifth globally to
be bestowed with this award,
said a statement. “The Rane
Group embarked on the TQM
journey in 2000 under the
leadership of L Lakshman who
was the then Chairman. |
Commencing from 2003, five

of our Rane companiés won

the Deming prize and three of
our group companies went on

to win Deming grand prize,”

said Ganesh. our sureau /

The Economic Times
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'?Zma Comstar to

Invest up to 1K cr
by FY25 on Scaling
Up Capacity

NewDelhi: Autocomponentsma-
ker Sona BLW Precision Forgings
Ltd (Sona Comstar) plans to in-
vest uptoRs1,000 crore by FY25to
scaleup capacity, majorly for EV
business, according to Group
CFORohitNanda. The company, a
major supplier of systems and
components for the electrified
and jnon-electrified powertrain
segment to automobile manufac-
ture;‘s, expects revenue from the
electric vehicle (EV) segment to
account for up to 45% of its total
revenue, up from 25% currently.
“Over a timeframe of FY23 plus
two years -- FY24 and FY25, I will
say our expected capex spend will
beanywhere between Rs 900 crore
to fg 1,000 crore. A large part of
this (around 75 to 80%) is for the
EVbusiness,” Nanda told PTL.
Under the expan-
sion plan, Sona
Comstar would set
upanother plant at
Manesar in Harya-
na for additional
differential assem-

=y

N

mMny bly capacity, hesaid
revenuefrom addingthecapacity
theelectric  of the existing faci-
‘vehicle lity has been fully
segmentto  utilised.

account for The company had
upto45%of alsomovedtoanew
its total larger facility from

FeVenue,up 3 smaller unit in
“On the EV motor
side, right now, we continue to ex-
pand within our existing facility -
in Chennai,” Nanda said, adding
infuture asthe Indian electricEV
segment grows, the company
might have to look for additional
location in Chennai also.

On the growth expectation from
the EV business, he said,“As of
September end — for the first six
months—25% of the revenue has
come from EV. I think by FY25, it
should be between 40-45%.”

In the first half of 2022-23, Sona
Comstar had posted a revenue of
Rs1,247 crore, up15% from the ye-
ar-agoperiod.

In the domestic market, the com-
pany supplies its different EV
components to two-wheelers,
three-wheelers and even for pas-
senger vehicles, he said, adding
for exports it is only four-wheeler
for passenger vehicles and com-
mercial vehicles.

Nanda said over the last two to
three years, the company has fo-
cussed its investments on the
R&D, new product development

and embarked on electrification
innirnav PTT f ’
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Input tax credit (ITC) on
corporate social responsibil-
ity (CSR) is still attracting
contradictory rulings from
Authority for Advance Rul-
ing (AAR). The latest one is
from Telangana AAR which
has favoured ITC on CSR re-
lated purchases.

“The expenditure made
towards corporate respons-
ibility under Section 135 of
the Companies Act, 2013, is
an expenditure made in the
furtherance of the business.
Hence, the tax paid on pur-
chases made to meet the ob-
ligations under corporate
social responsibility will be
eligible for input tax credit
under CGST and SGST
Acts,” Telangana AAR said
while disposing an applica-
tion by Hyderabad based
Bambino Pasta Food Indus-
| tries.

I A company with net

GOVERNMENT POLICY

Business Line 12th November 2022

worth of %500 crore or
turnover of ¥1,000 crore or a
net profit of ¥5 crore or
more in the immediately
preceding financial year will
spend at least 2 per cent of
the average net profits made
during the three immedi-
ately preceding financial
year on CSR.

SECTION 135

A company not doing so will
attract penalty under Sec-
tion 135 which may go uptoa
maximum of ¥1 crore.

As a part of CSR, the ap-
plicant donated an oxygen
plant to AIIMS hospital Bib-
inagar, Yadadri Bhongir dis-
trict for the benefit of pa-
tients and for that purposes,
purchased PSA oxygen plant
and incurred expenditure
for spare parts. This ex-
penditure was part of the
CSR norms. The company
moved to AAR for ruling on
whether ITC is available on
CSR expenditure.

AAR said the running of

the business of a company
will be substantially im-
paired if they do not incur
expenditure to meet CSR

obligation.  Accordingly,
such expenditure is made in

the furtherance of the busi-

ness. Hence, tax paid on pur-
chases made to meet the
CSR obligation will be eli-
gible for ITC under GST.

SPECIFIC RESTRICTION
Harpreet Singh, Partner (In-
direct taxes) at KPMG in In-
dia said pursuant to the spe-
cific restriction on availing
credit under Section 17(5)

‘CSR expenditure incurred in furchefance
of business eligible for Input Tax Credit’

(h) of the CGST Act and the
fact that both under CSR
rules and Income tax Act,
CSR  activities are con-
sidered as non-business ex-
penses, availment of input
GST credit on CSR spends
has been contentious. “This
is true, even though some
recent rulings under GST
and under erstwhile service
tax have given an affirmative
answer on availability of
credit and thus, tend to give
hope to taxpayers on its
availment,” he said.

Earlier, in the case
of Dwarikesh Sugar Indus-
tries, the Uttar Pradesh AAR
has ruled that ITC shall be
available on expenses in-
curred to comply with the
requirements of CSR. How-
ever, Kerala AAR , in the
matter of Polycab Wires Ltd
held that ITC shall not be
available on free distribu-
tion of electrical items like
switches, fans, cables, etc.,
to flood affected people un-

Ider CSR. /
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/NEARLY 9 OUT OF 10 COS HAVE
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PAID FINES, FINDS A SURVEY

‘Autocos Find Compliance Burden Too Heavy’

Nehal.Chaliawala
@timesgroup.com

Mumbai: Nine out of 10 companies
in the automotive industry have
paidfines in the past12 months after.
failing to meet one of the over 900
regulatory compliances listed for
them, and most of these companies
have advocated for a simplification
of compliances, found a survey.

The reasons for these lapses in-
clude the lack of a comprehensive
and current list of compliances,
missingdeadlines, andrapidregula-
tory changes, according to Team-
Lease Regtech, the compliance out-
sourcing firm that conducted the
survey Inall 34 companies were part
of thesurvey.

However, at the core of the issue is

the high number of compliances
that automotive companies - and
manufacturing companies in gener-
almust deal with.

“The sheer number of applicable
acts and compliances is too high,”
Rishi Agarwal, the chief executive
of TeamLease Regtech, told ET
“Many of them, especially regard-
ing labour, are overlapping and re-
dundant.”

A manufacturing company in the
automotive industry must deal with
489 central, state and local-level
compliances, the report noted.
Thesefallunder the labour, EHS (en-
vironment, health & safety), corpo-
rate law, commercial law and fi-
nanceand taxation law categories.

In addition to this, there are indus-
try-specific compliances for auto-

makers.

REPORT FINDING
A manufactur-
ingcointhe
autoindustry
must comply with 489
central, state and local-
level rules, saysreport

All put together; “a small automo-
b1}e manufacturing company oper-
ating in a single state in India deals
with at least 900 one-time and ongo-
ingcompliancesinayear,” asperthe
report,

Half of these compliances carry a
provisionforajail term.

Tomake things worse, the laws con-
stantly undergo amendments lead-
ing to further confusion for compa-
nies. There are over 3,500 regulatory
updates annually published on any
of the2,233 websites of central, state
and local government websites
through notifications, gazettes,
pressreleases or other means.

A recent study by TeamLease Reg-
tech found that there were over 600
regulatory updates that concerned
micro, small and medium compa-
nies inthe automobile industry. f
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TFate of Labour Codes
Hangs in Balance as

States Head for Polls

Govt would not want
them to meet with same
fate as farm laws: Experts

Yogima.Sharma@timesgroup.com

New Delhi: The window for the go-
vernment to operationalise the labo-
ur codesmay befastdiminishingwith
multiple states headed for assembly
elections by the end of next year follo-
wed by general elections in 2024, atle-
asthalf-a-dozen expertstold ET.

Implementationof the codes—-touted
as a significant labour reform —looks
tobeon theback burnerasthegovern-
ment would not wantthem tomeetthe
samefateas farmlaws, they said.

The government has adopted a wa-
it-and-watch policy as neither the
employers nor the trade unions are

. keen on the labour codes, said a top
government official who did not
wish tobeidentified.

“The government is apprehensive
that the codes may backfire as had
happened in the case of farm laws,”
the official told ET. “Hence the wait
and watch mode till these have the
clear backing of all stakeholders.”

The government had in 2019 and
2020 passed four labour codes - Code
on Social Security, 2020, Code on Wa-
ges, 2019 Industrial Relation Code,

© 2020, and Occupational Safety, He-
alth, and Working Conditions Code,
2020-toreplace 29 labour laws. Whi-
le the President of India has given
assent to all the codes, the govern-
ment isyet toimplement them.

' n in Doldrums

Centre yet to announce a
~ timeline for Implementation
of four labour codes

Experts say
Jast it could be
done is from
April 2023

Many fear the
codes have

been put on i
the backburner |

Beginning of thenextfiscal year is;
considered to be an appropriate ti-
me to roll out the codes as they have
implications on the salary structu-
re. In fact, experts said, April 2023 is'
the last opportunity for the govern-!
ment to implement the codes before:
the country goes for general elec-,
tions in the following year.

“We feel if April 2028 is crossed, the
codesmay notsee thelightof theday"
with states not keen on the rollout
though the Centre continues to rei-
teratethatithasthe intenttorollout-
the codes at the earliest,” a key per-;

son in the staffing industry said on
condition of anonymity.

So far;, there has been no t1me11ne
from the Centre on the implementa-'
tion of the codes, either all in one go!
orinastaggered manner.
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/ CRISIL SME TRACKER

OEMs todrive16-18%risein
auto-part MSME revenue

CRISIL Research expects the auto-components industry’s revenue to grow
19-21 per centyear-on-year (YoY) in the current fiscal year (FY23), driven by
four tailwinds: strong demand from the original equipment manufacturer
(OEM) segment, with sales of passenger vehicles (PVs) expected to surpass
pre-Covid levels and resilience in tractor

demand; sales of commercial vehicles

(CVs) and two-wheelers recovering from AUTO-PARTS INDUSTRY
the pandemic-driven slump over Y21  REVENUESHARE -

and FY22; improving exports triggeredby ~ Non-MSMEs

the supply-chain derisking strategy of 7 _75010

global OEMs; and demand from the after-

market segment. Micro, small and medi-

um enterprises (MSMES) in the automo-

tive components sector should see higher _—
growth as well, but will lag average indus- |
try revenue growth owing to lack of verti-

cal integration. Improving rural incomes

andre-opening of schools and colleges are MSME
expected to drive two-wheeler sales, while 25_29010
improving transporter profitability, rising
freight demand and healthy construction
activities will drive CV growth.

. Revenues of auto-component MSMES,
which account for a fourth of the industry, rebounded strongly in FY22 after
plunging in FY21, and are expected to grow 16-18 per cent YoY in FY23 on
demand recovery for Tier-1 suppliers catering to OEMs. Replacement
demand, the other major source of revenue, continues to grow owing to
increased vehicular movement. Exports are seen slugglsh owing to the
global economic slowdown. Softening of commodlty prices, like steel, alu-
minium and plastic, coupled with increased demand, is leading to a positive
operating leverage, which in turn will result in margins improving by 20-
40 basis points YoY to 7.5-8.5 per cent. We expect MSME clusters in Pune to
grow by 14-17 per cent, and Pantnagar and Aurangabad by 19-22 per cent.

Source: CRISIL Research



