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Overcapacity in solar module manufacturing industry to moderate profitability of solar OEMs, spur
consolidation of smaller/pureplay module players: ICRA

ICRA expects the solar photovoltaic (PV) module manufacturing capacity in India to increase to over 165 GW by
March 2027 from ~109 GW at present, led by strong policy support in the form of the approved list of models and
manufacturers (ALMM), which effectively barred the direct import of modules, along with the imposition of basic
customs duty on imported cells & modules, and the production-linked incentive (PLI) scheme. The implementation
of ALMM List-1l for solar PV cells from June 2026 has spurred the ongoing expansion of cell manufacturing capacity
by module original equipment manufacturers (OEMs) in India, which is likely to increase to about 100 GW by
December 2027 from 17.9 GW currently under ALMM.

The industry is poised to face a potential overcapacity scenario as the annual solar capacity installation is expected
at 45-50 gigawatt direct current (GWdc) against an annual solar module production of 60-65 GW. Further, the recent
imposition of US tariffs has adversely impacted the export volumes, posing new challenges for the industry as the
modules have been redirected from the export market to the domestic market. Hence, the overcapacity in module
production is likely to result in a consolidation of the smaller/pureplay module players. However, ICRA anticipates
the vertically integrated manufacturers to benefit over the long term due to greater control over the supply chain.

Commenting on the solar OEMs, Mr. Ankit Jain, Vice President & Co-Group Head - Corporate Ratings, ICRA, said:
“The operating profitability for ICRA’s sample’ set of domestic solar OEMs, which remained elevated at ~25% in
FY2025, is likely to moderate due to competitive pressures and overcapacity build-up. The recent imposition of tariffs
by USA and the growing regulatory uncertainty in the USA are likely to dampen export volumes, potentially exerting
pricing pressures on domestic OEMs. Given that the ALMM requirement for solar cells is effective from June 2026, a
significant scale-up in the cell manufacturing capacity along with its stabilisation in a timely manner remains critical
in the near term. Further, the cost of modules using domestic cells is expected to be higher by 3-4 cents/watt
compared to the cost of the domestic modules using imported cells.”

ICRA also notes that all projects wherein the last date of bid submission is prior to September 1, 2025, translating
into a solar project pipeline of 45-50 GW, will be exempted from the requirement of using solar PV cells under
ALMM List-1l even if their date of commissioning is after June 1, 2026. This will support the order book of OEMs
without cell manufacturing capacity in the near term. Nevertheless, the bidding activity has slowed down in the last
few months, which remains a key monitorable.

The solar PV manufacturing supply chain is dominated by China, with over 90% share in the global manufacturing
capacity across polysilicon and wafer, over 85% share in cells and around 80% share in modules. Given the
dependence on China for the sourcing of wafers and ingots, any potential geopolitical restrictions on the supply of
technology/machinery in setting up backward integration facilities for domestic OEMs over the medium term
remains a key monitorable. Moreover, each successive stage in the value chain demands higher technological

! Seven large players constituting approximately 50% of the total installed module capacity in India
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complexity, which not only requires substantial capital investment but also heightens the risks associated with
project stabilisation and implementation.

Exhibit 1: Current module and cell manufacturing capacity registered under ALMM and estimated capacity
addition
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Exhibit 2: Landed cost of solar PV modules sourced from Exhibit 3: Landed cost of solar PV modules sourced from

domestic OEMs (cents/watt) using imported PV cells domestic OEMs (cents/watt) using domestic PV cells
18 22.0
16 1.9 16.0 20.0 3.5 19.5
14 9.0 - 18.0 -
16.0
12
14.0
10 12,0
8 10.0
6 10 0.5 8.0
4 36  — 6.0
2 ,. 4.0
2.0
0 T T T T T 1
BCD including cess BOM Landed module cost 0.0 T T T !
Imported cell price Freight OEM profit margin Domestic PV cell price BOM OEM profit margin  Landed module cost

Source: ICRA Research, Infolink

Click here to read our previous releasee.

WWww.icra.in


https://www.icra.in/Media/MediaRelease

ICRA

For further information, please contact:

Media Contacts:

Naznin Prodhani Saheb Singh Chadda

Vice President Group - Head Media & Communications Manager - Media & Communications
ICRA Ltd. ICRA Ltd.

Tel: + (91 124) 4545300, Mob: +91- 9833669052

Dir—4545 860 Email: communications@icraindia.com

Email: communications@icraindia.com

© Copyright, 2025 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has been
taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group
companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be inconsistent with
the data, analyses and/or opinions presented in this publication. All information contained herein must be construed solely as statements of opinion, and
ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The Press Release may be
used by you in full or in part without changing the meaning or context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the
sole right of distribution of its Press Releases for consideration or otherwise through any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services companies as an independent and
professional investment Information and Credit Rating Agency. Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA).
ICRA is a Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating
Agency Moody’s Investors Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.

0 X

WWww.icra.in



mailto:communications@icraindia.com
mailto:communications@icraindia.com
https://www.linkedin.com/company/icralimited
https://twitter.com/ICRALimited

