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1. Overview  
2. Trends: Megatrends in Global Auto-component Industry 

i. Light-weighting of vehicles: 
ii. Intelligent lights: Significant potential for increase in rupee content per car 

iii. Passive safety features to increase multifold in cars of tomorrow 
iv. Advanced Driver Assistance systems (ADAS) to ease driving 
v. In-Vehicle Infotainment(IVI) lights up 

vi. Advanced braking and Transmission system innovation 
 

3. Update: Industry Performance 
Trends in Revenue and profitability  
Trends in RM cost and employee cost  
Trends in Capital structure and coverage indicators  
 

4. ICRA Outlook 
 

5. ICRA’s Credit Rating Trends 
 

6. Company Section 
Amara Raja Batteries Limited 
Asahi India Glass Limited 
Banco Products (India) Limited 
Bharat Forge Limited 
Bosch Limited 
Exide Industries Limited 
Gabriel India Limited 
Lumax Industries Limited 
Mahindra CIE Automotive Limited 
Motherson Sumi Systems Limited 
Munjal Showa Limited 
Sona Koyo Steering Systems Limited 
Sundaram Clayton Limited 
Sundram Fasteners Limited 
Suprajit Engineering Limited 
Wabco India Limited 
Wheels India Limited 
ZF Steering Gear (India) Limited 
 
Annexure 
India’s key macroeconomic indicators 
List of ICRA rated auto ancillaries 
 
 
 
 

WHAT’S INSIDE? 
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2015-16: Operating margin will expand despite slowing growth          
    

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

INDIAN AUTO COMPONENTS INDUSTRY 
 

Summary                  January 2016    

 

Industry* Factsheet 

Size: Rs. 2.3 Trillion (FY15) 

Revenue CAGR (FY11 to FY15): 5.7% 

Sources of Demand: FY15 

 

Share of OE Demand: FY15 

 

Source: ACMA; *exclude tyre & batteries 

   

53.8% 

17.0% 

29.2% 

Domestic OEM Replacement Exports 

8% 
2% 

22% 

4% 
8% 

5% 
4% 

1% 

45% 

2% 

Tractors Backhoe loaders 
2W 3W 
HCV (>16T) MCV (7.5-16T) 
LCV (2-7.5T) SCV (<2T) 
PV Others 

 Growth momentum slows down from Q3FY14 onwards: Demand for the Indian auto component industry 

can be broadly classified into OE sales (54% of revenues), aftermarket/replacement (17% of revenues) and 

exports (29% of revenues). Auto component industry growth during FY15 was primarily driven by strong 

growth witnessed in the M&HCV segment as well as demand for 2W during H1FY15. However, in the 

backdrop of unseasonal rainfall during February and March 2015, deficient monsoon and flattish MSP, rural 

demand remained weak over the last twelve months impacting volume off-take in rural dependent segments 

like tractor, motorcycles and LCVs. Nevertheless, strong double digit growth in M&HCV as well as healthy 

growth in the PV segment offset impact of slowdown in other automotive segments to some extent.  

 

Our sample of 48 auto ancillaries, which constitute around 25% of industry’s turnover, grew by 3% during 

Q2FY16 - supported by some recovery in the PV and M&HCV segment. In PV segment, while domestic volume 

grew by healthy 9.0% during 9mFY16, production growth was relatively modest at 6.6% due to slow export 

growth (+2.1%). ICRA expects OE and export demand to remain subdued in the current fiscal though some 

support is expected from aftermarket sales to support overall auto component growth of 3-5% in FY16. 

 

 Share of exports increasing gradually: Owing to subdued demand in the OE segment as well as robust export 

growth, the share of exports increased from 24% in FY13 to 29% in FY15 primarily at the expense of OE 

demand share. Indian automotive exports have high dependence on US and European market, which 

together accounts for over 60% of overall auto component exports from India. Slowdown in the US M&HCV is 

a concern for Indian auto component exports; however, healthy growth in the US and European PV market is 

expected to offset the same. ICRA expects increasing thrust on the ‘Make in India’ initiative, availability of 

abundant skilled/semi-skilled labour and depreciation of the INR vis-a-vis USD should support healthy export 

growth over the medium to long term. Nevertheless, Yuan depreciation and slowdown in US CV sales would 

be a key challenge for Indian auto component exports in the near term.  

 
 Operating margin to moderate going forward: Auto ancillaries have benefitted from steady decline in 

commodity prices, which has pushed their operating margin to all time highs. Despite the slowdown in 

demand, operating margins for several players has continued to expand sequentially. Our sample of 48 

ancillaries witnessed 180bps YoY improvement in operating margin to 15.7% in the backdrop of 226bps 

correction in raw material cost, and despite employee expense growth of 57bps over the same period. We 

expect operating margin to peak out in FY16, as benefits of benign commodity prices will be eventually 

passed on to OEMs with a lag of a quarter or two.  
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2015-16: Favourable outlook on demand; margins to correct to sustainable long term levels      
        

 

 
 

 
 
 
 
 

 

 

 
 
 

 

 

 

 

 
  

 
 Credit profile improves: In line with growth projections of various OEMs, auto ancillaries incurred sizeable debt 

funded capital investments during FY11-FY13 which strained their capital structure and coverage indicators. 

Given the demand slowdown and the surplus capacities, the industry has been in a consolidation mode over the 

last two years, taking steps towards deleveraging their balance sheet. Gearing level as well as coverage indicators 

for the industry has improved considerably over the past 12-15 months and we expect industry wide credit profile 

to strengthen further in the near term.   

 

 Dependence on International majors for technology knowhow to continue for Indian ancillaries: Current 

technology absorption in India remain much lower than their peers in developed countries; that said the potential 

is immense for Indian auto ancillaries, given the low vehicle penetration in the country, rising affordability and 

heightened aspiration levels. Given early mover advantage and large investment requirement, International 

majors have edge over auto ancillaries in emerging countries like India. The global dominance that mega suppliers 

like Bosch, Continental, Delphi and ZF TRW, among others enjoy has already brought them to India a few years 

back. Indian ancillaries will continue to depend on International majors for technology knowhow and designing 

capabilities, considering sizeable investments requirement towards R&D capabilities. In order to ramp up 

operations, client/geography diversification as well as for technology knowhow, acquisition of overseas suppliers 

by Indian ancillaries will gain prominence for companies having global ambition in the medium term.   

 

 Outlook: Revenues growth slows down in FY16: ICRA estimates auto component industry’s revenue growth to 

have moderated during FY16 to 3%-5% from 10% in FY15 – as performance of automotive segments namely 

tractor, motorcycles and LCV segment continue to remain subdued. With estimated OE demand growth ~3%-4% 

in FY16 which coupled with relatively better growth in aftermarket would translate to 3%-5% revenue growth for 

overall industry. Over the medium to long term, growth in the auto component industry will be higher than the 

underlying automotive industry growth given the increasing localization by OEMs, higher component content per 

vehicle and rising exports from India. 

 

ICRA expects auto ancillaries to benefit from soft commodity prices in the near term (over next 1-2 quarters), but 

benefits will be gradually passed on to the OEs on account of in built price escalation clause. Over the medium 

term, we expect margin to stabilize at 14%-14.5% level. 

 

 
 

Short Term growth drivers 

 Improved competitiveness of Indian 

exports – due to rupee depreciation 

 Stable aftermarket 

 Recovery in PV and M&HCV industry 

 

Long Term growth drivers 

 Domestic automotive demand given 

low vehicle penetration in India 

 Increasing localization by OEs 

 Steady aftermarket demand 

 ‘Make in India’ initiative – 

Developing India as export hub for 

auto-components and small 

cars/UVs 

 

Key Challenges  

 Regulatory & Infrastructure 

bottleneck 

 Low R&D spending and dependence 

on global suppliers for technology 

knowhow 

 Rising imports from China; Chinese 

competition in the global market 

 Fragmented industry, with only one 

player in the global top 50 auto 

ancillary list 
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