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rPresident’s Message
Dear Friends,

2018-19 has been probobly one of the mast challenging
years in the history of the automative industry in India. Vehicle
soles started to witness de-growth onwards of the second-half
of the year and the trend continued unabated much into the
first half of 2019-20, The situation was made even more
difficult as the industry greppled with transitioning frem BSIV
ta BSY| os also becoming complainant with several of safety,
emission and environmental narms. Added 1o this has been
the uncertain himelines for migrating to electric maobility,
especially for bwe and three wheelers.

It has clearly been a phase that has warranted for a collactive
approach by the aute companent industry lo strategize and to
deal with such an unprecedented situation; | am glad that the
industry is doing it so effectively through ACMA. | consider
myself privileged 1o hove the cpportunity to lead the
association at such a eritical and defining junclure. | take this
opportunity fo thank all members, associates, government
functionaries, knowledge experts and the ACMA secretariat
for the overwhelming support extended to me in effectively
executing our collective agenda during 2018-19.
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The Industry Backdrop

The Indian autemalive industry registered healihy growth in
the first-half of 2018-19, however, unfortunately, the second
half witnessed significant slowdown. According to dato
released by the Society for Indian Automobile Manufacturing
[SlAM), India praduced aver 30 million vehicles in 2018-19, a
growth of 6.3% over the preceding financial year.

The component industry, in tandem, posted a some-what
subdued performance with growth of 14.5% aver the previous
fiscal, registering a turnover of Rs. 3,95,902 crore (USD 57
billion). Auto Companent exports grew by 17.1 per cent in FY
2018-19 to Rs.106,048 crore (USD 15,16 billion] with
encouraging performance in all geographies; Europe with
33% and US with 29% share of India's componen! expart
continued to be our predominant overseas markets, With
increasing vehicle parc in the country, the oftermarket in
2018-19 grew by 9.6 per cent o Rs 67,491 crore (USD 10.1
killien).

India is today ot a point of inflection in its infrastructure,
energy, and mobility development. The industry hos already
invested heavily in preparing for BSV transition; maove to
alectric mobility offars the next set of challenges. In the interim,
the massive slowdown in demand and the uncertainty on the
future direction of the industry hos offected buying decisions.
The progression of the industry into o non-fossil fuel powered
industry will require a groducl stoge wise approach with
interim ragulatory support to fructify the investments required
far such a transformation. We are going through a difficult
phose but the industry is matured enough and | om confident
that we will overcome the situation.

In this backdroap, it has become an imperative for our industry
association, ACMA, to ploy o proactive and enabling rale to
support our members in identifying, pre-empting and
overcoming the new set of challenges confronting the industry,
ensuring that the we scale up timely fo the new opporfunities
and that the impact of disruption is minimal. During my tenure
in 2018-19, we hove continued to toke several bold and
forward-locking steps in ensuring that our industry hos o
sustainable growth and development agenda for the future.

Before | present to you our key activities and achievements in
the year gone by, | om glod to mention that we apened yet
another ACMA office ot Pithampur, Modhya Pradesh to serve
our members in the region.

*



Business Development

The Business Development pillar has been fairly busy with its
agenda of furthering business of our members with the OEMs
as also in the offermarket, both notionally as well as
internationally,

On the hame front, the i-AuteCennect - our Reverse Buyers-
Sellers Meet in Pune with over 145 internchional delegates
from aver 45 countries, the third edition of ACMA Narth-East
Aftermarket Expo in Guwahali with 55 participants, the ACMA,
Automechanika New Delli with 240 international and 275
domestic exhibitors and the ACMA Value Chain Summit in
Ahmedabad with 40 Tier 1 and Tier 2 exhibitors were well
recaived by our membership.

Qwr focussed engagement with the OEMs - the ACMA. Tech
Expo with Volve Eicher in Pithampur with 27 participants, with
Tata Motors in Pune with 20 ACMA members and another with
Honda Cars in Greater Moida with 19 of our members were
indeed commendahble. That apart, the 1st ever ACMA <EY
localisation Conference & Summit aimed at supporting EV
manufacturing OEMs to discover new domestic suppliers was
much appreciated. To facilitate our members in finding new
suppliers, especially steel and aluminium, the 1st Ever ACMA
Row materials conclave was indeed a grand success.

On the international front, we have hod very successful
parficipation in several exhibitions including the AAPEX Show
in Las Vegos, Iran Internotional Auto-parts show,
Automechanikao |stanbul, Autemechanike Moscow, Automec
Brozil, Avtomechanika Dubai, Indo-Bonglo Automotive in
colloboration with 3IAM, Buyers Sellers Meet in Kathmondu,
among others.

Our CEQs' study mission fo Isroel to understand the
innovation eco-system and supporting infrastructure for new
age industry was indeed on eye-opener. As o fovouroble
outcome of the wvisit, the ACMA Cenire of Excellence,
Sokshom, will soon be signing on Moll with the Tel Aviv
University for creating virtual lobs.

Government Advocacy, Regulatory and
Research

As manlioned earlier, the dynamics of the automative markel
in India is undergeing a fremendous change. To suppart the
changing customer neads and fo stay relevant, the aufo
component sector neads to be encouraged with suppertive
government policies.

In this context, we confinued our dialogue across various
ministries and departments of the Government. This included
sevaral rounds of meetings with key Ministers and
functionaries at the Ministry of Heavy Industries and Public
Enterprises, Ministry Rood Transport & Highways, Ministry of
Commerce & Industry, Ministry of Finance, the MITl Aayog and
several State Governments.

| am happy that this year, in the Unien Budge!, custams duty
on several auto companents was enhanced from 7.5 and 10
per cent fo 15 per cent. We continue to petition the
government to ensure a uniform rate of 18% GST across all
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auto component tariff lines.

Further, os we prepare for the introduction of electric mobility
in the country, ACMA has contributed significantly to the .
recently announced FAMEZ policy of the Department of Heavy
Industry, Gevernment of India, espscially the Phased *

Manufocturing Progrom (PMP). That apart, we confinue fo /

plea the Government for a well-defined, technology agnostic
road map for e-mobility and ils deep localisation.

On front of knowledge engagements, ACMA contfinued to |
work with sevaral internationally rencwned consultants os ifs
Knowledge Partners and has published several studies and -
reports on topical subjects during the year,

Skilling, Education, Training, Mentorship
and Leadership Development

ACMA | continues fo strive fo fulfil its mondote of making
Indian Auto component industry world-closs. Till date our
cluster programmes have helped over 1,000 plants to be
globolly competitive, Currently, we have over 23 cluster
programmes running with mare than 150 componies.

Further, the next phase of the ACMA-UNIDO-DHI Cluster .
program, especially designed for smaller componies, has
started and our target is fo upgrade 275 companies, double *
the target of the earlier phase.

| am also pleassd to mention that Soksham - the ACMA
Centre of Excellence (ACoE]) is shaping well. The Centre, set
up at the Sonipat campus of |IT Delhi has IIT Delhi, Maruti |
Centre of Excellence [MACE), AoTS of lopan, Cardiff
University and YDA of Germany as its knowledge partners.
The centre is well equipped with o stofe-of the ort
mechafranics lab as alse a design lab. In the first year of its
inception, it has been able to support 50 member companies
ond train 150 personnal, We plan to replicote such centres ©
ocross the various auto-companent hubs in the country, in the
coming years, for the benefit of our membership.

Overseas Investments & International
Alliances

ACMA mounted a highly successful CEQs' mission fo
Hungary, Slovokio and Poland to explore investment
opporfunities in these central Europeon countries. Several
workshops were also conducted ocross all regions fo help
members understand nuances of Vs and M&As. Another new
initiative in this direction has been ‘ACMA Fund Raise’, to help
ACMA members roise copital and funds in o professional

manner. £

Going Forward...

Going forward, with the view to creste a sustainable industry
and to help it navigate the challenges of technolegical and
regulatory disruptions on one hond, ond prepare it to harness .
newer business opportunities from the conventional and the
next gen-mobility, we have adopted, ‘Future of Mobility — »
Embracing the discontinuity’ as aur theme for 2019-20,
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* Domestic autlo-componen! tompanies will have to gear
themselves to the realties of o dynamic ond volatile
environment and reinvent their business models to deal with
the new set of challenges. ACMA will continue fo ploy an active
rale in sensitising the industry te such changes and facilitate if
in overcoming them.

Acknowledgements

I, sincerely acknowledge the support of the Governments at
the Centre and States, who have been exiremely receptive to
ACMA's suggestions and inputs. | am grateful to the Ministry of
Heavy Industry and Public Enterprises, our nodal ministry, for
its unstinted support and guidance. This would be also be the
opporfune time to place on record my oppreciation for the
support extended to us by Cll, 5IAM, IMTMA and other
industry bodies.

Finally, as | conclude my term as President, | would like fo
thank all our members for their unwaovering support. | would,
particularly, like to thank the Vice President, all Chairmen, Co-
Chairmen ond Advisors of various Pillars and sub-Pillars, the
Fost Presidents of ACMA ond our Executive Commifies

members for their guidonce and involvement. | also
appreciote and apploud the efforts and support provided by
the ACMA Secretariat,

| om confident that as an industry we will nat only overcome
the current chollenges facing us, with the suppert of all
stokeholders, but alse continue to create o new paradigm in
manufacturing excellence through ocur unwavering focus and
commitment to fechnology and quality.

Best Wishes
Ram Venkataramani

- FUTURE OF NMOBILITY - EMERNACING THE DISCOMNTINUITY




DIGITISATION

At




With an
.\'llld‘:_. |ur'r'|-:-\r{-zl IN 2xcess
of U5557 billion in 2018-19,
the Indian oute-component industry
i a significant centributor to the country's
economy. The sector has been at the forefront
of the "‘Maoke-in-India’ initiative and a preminent
ase of India's frugal engineering and manufacturing
. India's consuming class pected to expand to
olds by 2025 and this burgeoni
ed to invest in better vehicles across
segments fo serve th e ili 5. The Automotiva
Mission Plan [AMP) of the Government of India (Gol)
envisages o significant growth for the vehicle industry in the
country, to make it the second largest in the warld. In lir
this growth the component industry is expected to grow
fold to US$200 billion, with exports of USS70 billion and
ofter-market soles of US$32 billion. However, in order fo
achieve this long ferm objective, the industry has to overcome
several immediate challenges ond 2018-19 has been a
watershed year for the industry.

industry-

89 million hou
consumer class is e

We are going through o phase of disruption and
transformation in the industry. There are severol trends
including connected cars, shared mobility and eledrificotion
of the power-train that will directly impoct the component

[

DIRECTOR GENERAL'S
MESSAGE

India.
thare

industry in
During
was the imm
invast
2020

continuing o
technologies for the
During this phe
playing the role of a bridge bet

the aulo-con industry to e
alogy transition for
elegations and study
chnologies for

tance.

our meamb
missions
odoption through jeint ventures or technical o

The uncertainfy in direction for adoption and manutacturing

opprehension oc
the industry is committed fo overcoming the challeng
increasing pollution and reduction in use of fossil fu
believes the tronsition awoy from fossil fuel fechnologie
needs to be done in a graded manner under a definite policy
ork. Today, the developments are a bit od hoc ond that
it very difficult for companies to odopt and make
definitive investments. The industry fears that the policy could
take a heavy toll on it and recommends that the government
should define o technology ognostic rood map for xEVs
thybrid and electric vehicle) with well-defined roles ond
responsibilities for each stokeholder ond mandate standards
for components for xEVs and chorging stotions to prevent
cheop and substandord imports,
Unfortunotely, while the technology transformation
uncerfainties remain in the ba p, the industry hos foced o
severe demond controction since the second half of the
financial year 2018-19. And, in the first quarter of 2019-20,
there hos been 20% drop in production of vehicles, which has
odversely offected component manufocturers. If the trend
continues, it is feared that the sector will hove to resort to cut
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almost one
fith of the total
workforce of 5 million,
Clearly, the industry is going
through very challenging times and
the ACMA, has a critical role to play in
partnering with all key stakehalders including
the Government fo put the industry back on its long
term grawth path.

We, at ACMA, are making all efforts to support the industry in
its transformational journey by advocating for o supportive
regulatory environment, At the same time, all efforts are on to
facilitate eur members in discovering newer markels as the
domestic market witnesses a major demand slump. As an
industry, we are confident of evercoming these impending
challenges with a collective and partnership appreach.

At the secretariat of ACMA, we will cantinue fo strive for the
development of the industry, and as the executive head, |
would personally like to thank all my colleagues for their
tireless efforts through the year. To all the members and
stakeholders of ACMA including government officials, | would
like to extend by deepest gratifude for their support.

Regards
Vinnie Mehta
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Faster Adoption and Manufociuring of electric vehicles in India Phase Il

IFAME - 1), @ scheme ta pramate electric mability in the country, with the lotal

outlay of Rs 10,000 Crores, aver three years period (2019-22). It is designed
o encourage faster adoption of electric & hybrid vehicles, woy of affering

upfront Incenfive’s on purchase of electric vehicles. It also promotes
establishing of necessary charging Infrastructure for electric vehicles, and
aims al addressing issues of environmental pollution and fuel security.
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STATE OF THE INDUSTRY
AUTOMOBILE INDUSTRY
GLOBAL MARKETS

Globally the outomotfive sector displayed o chequered
performance in 2018. With growth coming to a halt in
Europe and Morth America, and China experiencing o
slowdown in vehicle production and sales for the first time in
over 20 years. Going forward, the global automotive
industry is expected to witness o challenging phose in 2019;
the shoclwaves of Brexit ond USMCA deol ore expected
create ripples ocross global morkets.

The automotive industry hos evolved significantly over the

USA has been maintained of o steady level. In foct, there
was a growth of 1.1% in production of passenger cars and
commercial vehicles, in US. Currenl sales levels are sfill
robust even though they are not meaningfully growing.
Going forward, growth albeit slow, is likely due to factors
such as low unemployment, healthy credit access, and litla
evidence of a subprime aute-lending bubble,

In EU {27 countries) the production cars and CYs' was down
[-) 2.2% in 2018, while for EU (15 countries) it was down by
a higher (-] 4.3%. Europedn volume also remdins at a
plateau, with demand in a range of negative 1% to posifive
1%. One phenomenon playing a large role in the European

Automobile Production Growth (2018 over 2017)

14.00% <
12.00% -
10.00%
B.00%
6.00%
4.00% -
2.00%

12%

4%

0.00%
2.00% -
-4.00%

5 =

|
1.10% |

World MAFTA,

Source; QICA

post decade. Digital technology, change in custormer
sentiment ond econemic health have ployed a vital role in
this evalution. Mobility companies such as Uber have grown
exponentially over the last few years while established
technology ployers like Amozon aond Microsoft are
crunching back-end automotive data. Connected
techrology has become even maore important and
fundamental to the advancement of vehicles, bringing in a
hast of new fealures and offerings.

Similar to previous years, frends such as declining sedan
sales, increasing alternative fuel powerlrains especially
eleciric vehicles, and more value-added services in digital
retail will continue fo remain deminant in the autemofive
industry. Mew and alternative forms of vehicle ewnership
are becoming maore popular, especially subscription
sarvices and e-powered ride-hailing services.

Tha latest OICA (International Orgonisation of Motor
Vehicles Manufacturers) statistics clearly show that the
worldwide automotive industry has hit a difficult phase after
8 consecutive years of growth. In fact, the global vehicle
market reduced by (-1.1%) in fterms of production of
passengers cars and commercial vehicles, recording a total
of 25.7 million vehiclesin 2018,

Even under these difficult conditions, vehicles production in

FUTURE OF MOBILITY - ENIERACING THE DISCONTINUITY
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-1.80%

South Amarico Asin-Oceanio Africo

market was the September 2018 implementation of the
Warldwide Harmenised Light Vehicle Test Procedurs, which
created market distortions that resulted in aggressive
pricing and lack of availability of noncertified models: In
rmany markets across the region it was a weak end to the
year. The lalian sconamy, for example; is teatering on the
edge of recession and consumer and business sentiment
hos olse dipped in many other countries, including
Germany. France's economy has taken o hit as prolesters
have hit the streets. And of course, UK hes to deal with issues
related to Braxit.

Diesel cor sales are on the wane in Europe ond that alse
translates into a softer market becouse many diesel car
owners are pulling off replocement purchases in the
absence of clear signals from policy makers on how diesel
cars will be treated in regulatory and tax terms. Nowhere is
the rapid decline of the diesel passenger car more evident
than the UK.

Production in Asia-Oceania was down by (-] 1.8% with a (-]
4.2 fall in production in Ching, the largest global market.
12.6% growth in Malaysia, 10.3% in Indonesia and 8% in
India provided positive impoct fo the region while the
loponese market remained stable with 0.4% growth. The
trade issues between the US and China has certainly had o
negative impact on consumers and investors, but China's




economy was on course for slowdown anywey. As China
fries to steer its vast economy fowards more domestic
consumption and away from reliance in exporl
manufacturing, ifs becoming clear that the efficacy of
available policy levers is far from being straightforward. In
addition, sentiment continue o reduce due to new lariffs on
US-China trode (with the prospect of more to come),
declining property prices and stock markets,

3.2% with a major (-] 11.7% drop in USA, [-) 3.3% in Asio
and Oceania, and (-] 5.1% in EU{15), while it was up 3% in
South America. Light Commercial Vehicles [LCVs) witnessed
growth atf the global level of 4.2% with 3.3% in EU (15),
3.7%in Asia Oceania, and 4.7% in the Americas (Morth and
South). Production of Heavy trucks grew by 3.5% growth

globally, with Americas (North and South} recerding a high
growth of 18.8%, while EU (15) saw drop in production by (-
| 3.8%. Praduction in Asia was steady with & minor growth of
0.8%.

Going forward, much does depend on the state of the US-
China relafionship. If the world's two largest economies are
engoged in hosfile rheforic that threatens more frade
disruption and lower economic growth, consumers and
businesses will likely reign in their spending further. Another
round of US tariffs on Chinese goods has been postponed,
but not yet cancelled. And, if Chinese customers put off car
purchases, American companies will be ameng the losars
seeing lower volumes and their bottom lines squeezed.

INDIA

Owverall sales in the Indian aute industry increased 5% year-
an-year to 26,3 millien units {excluding tracters) in 2018-
19. India is the world's larges! two wheeler manufacturer in
term of valume, 4th largest for passenger vehicles and 7th
largest manufocturer of commercial vehicles in 2018,
Moreover, growing middle class, young population and
growing interest of the companies in exploring rural
markets, hove further aided, growth of the sector,

India is also a prominent aute exporter and has strong
export growth expectations for the near future. Automobile
exports grew 14.5 % during 2018-19. It is expected o grow
at o CAGR of 3.05 % during 2016-2024, In addition,
several inifiafives by the Government of India and the major
automobile players in the Indion market are expected to
make India o leader in the two-wheeler and four wheeler
market in the world by 2020,

The Indian automohile industry, has finally embroced a
slowdown after o near-decade of high growth. There are
two reasons for the sharp fall in numbers. First, a long term

correction had been pending for some time in the sector.
Dealers have now put o breck on the inventory, primarily
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due to the slowdown in sales. Purchosing power in the
economy hos been offected. Second, the outo industry is
witnessing o big technology disruption, in the form of new
regulations. From April 2020, oufomobiles will hove fo be
complaint with Bhorat Stoge VI, an emission control
standard thot will replace the existing Bharat Stage IV norms
and bring India on par with advanced countries such as
those in Europe and the US. The cost of meefing the new
regulations, including BS VI, and other safety norms such as
air bogs will be higher. There are alse uncertainties relofed
to the mandated transformation into electric vehicles.

The industry produced o fotal 30,915420 vehicles
including possenger vehicles, commercial vehicles, three
wheelers, two wheelers ond guadricycle in April-March
2019 as ogainst 29,094,447 in April-March 2018,
registering a growth of 6.26% over the same peried lost
year,

The sole of Passenger Vehicles grew by 2.70 % in April-
March 2019 over the same pericd last year, Within the
Passenger Vehicles, the soles of Passenger Cars, Uility
Vehicle & Vans grew by 2.05 %, 2.08 % and 13.10 %
respectively in April-March 2019 over the same period last
year. The overall Commercial Vehicles segment registered o
growth of 17.55 % in April- March 2019 as compared to the
same period lost year. Medium & Heavwy Commercial
Vehicles [MAHCVs) increased by 14.66 % and Light
Commercial Vehicles grew by 19.46 % in April-March 2019
over the same period last yeor.

Three Wheelers sales increased by 10.27 % in April-March
2019 over the same period last year. Within the Three
Wheelers, Passenger Carrier sales registered a growth of
10.62 % and Goods Carrier grew by 8.75 % in April-March
2019 over April-March 2018.

Two Wheelers sales registered a growth at 4.86 % in April-
March 2019 over April-March 2018. Within the Two

Wheelers segment, Scoofers declined by (-} 0.27 %,
whereos Motorcycles ond Mopeds grew by 7.76 % and 2.4
% respectively in April-March 2019 over April-March 2018.
In April-March 2019, overoll automobile exports grew by
14.50 %. While Possenger Vehicles exports declined by |-
2.64 %, Commercial Vehicles, Three Wheelers ond Two
Wheelers registered o growth of 3.17 %, 49.00 % ond
16.55 % respectively in April-March 2019 over the same
period lostyear,

The Indion tractor industry witnessed o double digit growth
for the third consecutive year in financial year 2018-2019,
however, the pace was slowest in the lost three years. In
2018-19 tractor sales grew by 10.24% ot 878,476 units as
compared 1o 20.52% ond 15.74% in 2017-18 and 201 6-
17 respectively,. On o yearly basis the growth rate was
almaost halved in 2018-19. Growth was marred due fo weak
sentiment in the (later part of the year os sales slipped into
negative in February and March 2019 on year-on year
[yey). This ensuved inte the fourth quarler performance
posting a year on year decline of -1 5. 78%.

The next six maonths are expected to be volatile for the aute
sector on account of the shift to BS-VI emission norms. The
uncertainty s further compounded by lower consumer
sentiments resulting in invertory build-up, ond ll OEMs are
aligning production in line with demand. In the immediate
future, the industry foces further challenges due to the
paucity of credit funds, which hove partly been addressed in
the Budget with the expected infusion of Rs. 70,000 crore
into the public sector bonks, There is also the spectre of
elecirification of majority of cars in India. Clearly, the Indian
automotive industry is ot an inflection point whera both
epportunities and challenges abound in equal measure.
The coming year will be witness to several landmark
disruptions and changes in the auto industry that, by
implication, will shape the direction of future events in the
industry.

INDIAN AUTO-COMPONENT INDUSTRY

INDIAN AUTO-COMPOMNENTS INDUSTRY - AMNUAL TURNOVER AND GROWTH
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The outo-component industry grew by 14.5% fo Rs, SEGMENT SHARE IN OEM SUPPLIES

395,702 crore (US3 57 billion) in 2018-19. This includes " EME-2%
supplies fo domestic OEMs, oftermarket and exports. Wb

Troctors-6% “
In terms of supplies to OEMs, possenger vehicles in the ‘

largest segment with 43% share, followed by 2 wheelers LTV, 15%

with 21%, LCVs 15%, M&HCVs 10%, tractors 6%, 3
wheelers 3% ond construction equipment 2%.

P-4 3%

M & HCVs,
10%

EXPORTS

PWh-21%

Auto-component exports confinued fo do well registering a
strong 17.1% growth to reach Rs. 106,048 crore
{US$15.14 billion) in 2018-19 with strong growth across
regions - 18% to Morth America, 13% to Asio and 5% to
Europe.
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Europe continues to be the largest maorket for Indion outo-
component exports with o shore of 33% followed by Morth AUTO COMPONENTS EXPORTS - REGION WISE

America at 29%; Asia at 26%; Latin America 6%; Africa 8% and
CI5 2%. In terms of major countries as export destinations — USA AFRICA &%

with 25% remains the largest pariner followed by Germany ot . LAT AM 6%
7% and UK at 5%, . -
EXPORT SOURCE - TOP 10 COUNTRIES '

TURKEY

GERMANY BRAZIL

ASLA 26%
UK BANGLADESH
THAILAND UAE

ITALY MEXICO

MNORTH AMERICA
29%

IMPORTS

Auto-component imports grew by 14.4% to reach Rs.  America; and 14% from Asia, which is the largest source in
123,688 crore (US517.6 billion) in 2018-19 with varied  size.
growth ocross regions -~ 8% from Europe; 9% from MNorth

FUTLUIRE OF MOBILITY - ENIBRACING THE DISCOMNTINUITY
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