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Advantage India

2014E

Total sales:

Robust demand Opportunities

Demand for construction - Equipment rental and leasing
equipment is expected to rise to business in India is small UsD4.1
USDA4.1 billion by 2014, a CAGR of relative to developed markets billion*
17.9 per cent (from 2009) and has a strong growth

potential
India to be firmly established as :
the third largest market in the - The after-sales revenue
world as number of machines component in India is currently
grow to 61,745 in 2012 low and can be increased

considerably

Advantage
India

Increasing investments Policy support

Increasing impetus to develop - The material handling equipment

infrastructure in the country is industry is de-licensed and 100 per

attracting the major global players cent FDI is allowed under the direct

route

Cumulative FDI inflows of USD154.4

million have been recorded between - The government has extended
2009 ~April 2000 to March 2012 custom duty exemptions on road

Total sales: . construction equipments to more

USDL.8 projects in recent budget

billion*

Notes: FY — Indian Financial Year (April — March), USD-US Dollar, E — estimates. CAGR- Compound annual growth rate; FDI- Foreign Direct Investment,
*Includes road construction and earth moving equipment market sales
Source: Off-Highway Research, Department of Heavy Industries(DHI) Annual Report, Aranca Research

V/ For updated information, please visit www.ibef.org AV S ADVANTAGE INDIA 3 ‘



UGUST

Construction Equipment =01z

Contents

«» Market overview and trends

IBEFX

INDIA BRAND EQUITY FOUNDATION

'/ For updated information, please visit www.ibef.org www.ibef.org



Construction Equipment

Evolution of the construction equipment

sector in India
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Beyond 2000

1969 onwards

1964

Before 1960

- Domestic necessity
for construction and
mining equipment

were entirely met by

imports

. -

- Bharat Earthmovers Ltd,

a public sector company,
began domestic
production of
construction equipment
in India

- They began

manufacturing dozers,
dumpers, scrapers, etc,
for defense
requirements

- Private sector started
emerging, led by
Hindustan Motors Earth
Moving Equipment
Division in technical
collaboration with Terex,
UK

- Followed by L&T, Telcon
and Escorts JCB

o M—dst of the technology

leaders like Case,
Caterpillar, Hitachi,
Ingersoll-Rand, JCB, John
Deere, Joy Mining
equipment, Komatsu,
Lieberr, Poclain, Terex,
Volvo are present in India
as joint venture
companies, or have set up
their own manufacturing
facilities (or marketing
companies)

Source: Department of Heavy Industry (DHI),

Aranca Research

For updated information, please visit www.ibef.org
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equipment industry

INDIA BRAND EQUATY FOUNDATION
www.ibeforg

Construction equipment

Earth moving Material handling and
equipment cranes

Road building

ncr ipmen
Concrete equipment equipment

For updated information, please visit www.ibef.org ‘ MARKET OVERVIEW AND TRENDS = B
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Construction equipment — an overview

 Earth moving equipment is the largest segment of the construction equipment sector in
Earth moving India; these equipment primarily find use in mining and construction

equipment - Equipments include backhoe leaders, excavators, wheeled loaders, dumpers/tippers, skid
steer loaders

« Material handling equipment have four categories: storage and handling equipment,

Material handling and engineered systems, industrial trucks, and bulk material handling

cranes  There are 50 units in the organised sector for the manufacture of material handling
equipment and many units in the small-scale sector as well

- Concrete equipments are used to mix and transport concrete

Concrete equipment + They include equipments such as concrete pumps, aggregate crushers, transit mixers,
asphalt pavers, batching plants

Road building equipments are used in the various stages of road construction

Road building
equipment - Widely used ones are excavators, diggers, loaders, scrapers, bulldozers. etc

Source: DHI Annual Report 2010-11, Aranca Research

For updated information, please visit www.ibef.org MARKET OVERVIEW AND TRENDS =~ 7
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Indian construction equipment companies’
revenue on the rise.... (1/2)
> Sales for top six listed construction equipment Sales of top six listed companies (USD million)
companies in India rose at a CAGR of 14.6 per cent >
over the last four years (FY08-11) 1,922
CAGR: 14.6% 1725
> InFY1, revenues grew by 11.4 per cent 1,497
1,276
Note: CAGR — Compounded Annual Growth Rate, FY — e B
Indian Financial Year (April — March) — E— S EE— -
FY08 FY09 FY10 FY11

Source. Company annual reports,
Aranca Research

. For updated information, please visit www.ibef.org 3 MARKET OVERVIEW AND TRENDS 8
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Indian construction equipment companies’
revenue on the rise.... (2/2)
> Total sales of the construction equipment industry Total no of units of construction equipment sold
stood at 54,162 units in FY11
61,745
> With infrastructure investment set to go up, demand 48,086 e &
for construction equipment will rise further 43,284 gl 42,986
32,348 ' B

> Machine sales are expected to grow 14% in FY12, on = [,
the back of a 26% growth previous year

FYO06 FYo7 FYO08 FY09 FY10 FY11 FY12E

Source: Off-Highway Research,
Aranca Research

. For updated information, please visit www.ibef.org . MARKET OVERVIEW AND TRENDS 9
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‘Earth Moving’ and ‘Material Handling’ are

the major segments ... (1/2)

-~ Excavators make up for 51 per cent of the earth
moving equipment, followed by backhoes at 26 per
cent

-~ Excavators come in a range of capacities with
different uses

IBEFX

INDIA BRAND EQUATY FOUNDATION
www.ibeforg

Earth moving equipment segmentation by market size (FY10)

18%

5%

26%

W Excavators

Backhoes

Loader

Others

Source: Escorts Annual Report FY10,
Aranca Research

For updated information, please visit www.ibef.org
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‘Earth Moving’ and ‘Material Handling’ are

the major segments ... (2/2)

-» Material handling equipment is dominated by Pick N
Carry cranes segment with weightage of 27 per cent

> Pick N Carry cranes provide wide range of
applications in material handling and other types of
cranes are typically used for heavy duty work

INDIA BRAND EQUATY FOUNDATION
www.ibeforg

Material handling equipment segmentation for FY10

M Pick N Carry Cranes

Forklift

37%
Slew Cranes

Crawler Cranes

12%
é ® Tower Cranes
8% 11%

Others

Source: Escorts Annual Report FY10,
Aranca Research

For updated information, please visit www.ibef.org
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Notable trends in the construction

equipment industry

 Chinese equipment manufacturers have a strong presence in some segments like wheel

. loaders (market share: 12 per cent), dozers (market share: 13 per cent)
Increasing imports

o] i « Chinese equipments tend to be price competitive, thereby putting downward pressure on

prices of domestic equipment manufacturers

« The global downturn of 2008-09 resulted in a sharp increase in imports of equipments
from idle global capacities, and used and obsolete machines

Imports of used items

- Imports of used crawler and mobile cranes made up 50-80 per cent of total consumption
in that segment during FY08-FY11;

« Increased presence of international companies/products has forced Indian manufacturers
to invest in R&D in order to match international quality standards

Increased R&D

« Deeper understanding of the market and the requirement to produce India-specific
products has further raised the need of increased R&D

Sources; DHI Annual report 2010-11, Aranca Research
Notes: R&D: Research and Development

For updated information, please visit www.ibef.org MARKET OVERVIEW AND TRENDS 12
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BEML Ltd

JCB India Ltd

ges McNally Bharat McNally Bharat Engineering
Company Umiea CoLtd

L&T Komatsu

@H?'i

Greaves Cotton Ltd
GREAVES

SINCE 1859

EEEEGEET == Elecon Engineering Co Ltd

657 (FY12)

1,031 (FY11)

432 (FY12)

311 (FY11)

365 (FY12)

277 (FY12)

Crawler dozers, wheel dozers, excavators, dump
trucks, loaders, backhoe loaders, pipe layers,
walking draglines, rope shovels and sprinklers

Excavators, compactors and tele-handling
equipment, skid steers, wheeled and backhoe
loaders, telescopic handlers, engines

Crushing, screening and milling equipment,
pressure vessels, material-handling equipment,
steel plant equipment

Hydraulic excavators, components and hydraulic
systems

Transit mixers, concrete pumps, heavy tandem
rollers, soil compactors

Elevators, conveyors and moving machines, gears
and crushers

Sources. Company Annual reports, Company websites, Aranca Research

Note: Revenues of the parent companies

For updated information, please visit www.ibef.org

MARKET OVERVIEW AND TRENDS 13
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Investments in infrastructure driving
growth in the sector ... (1/2)
> Infrastructure investments are the main growth Projected infrastructure investment (USD billion)
drivers of the construction equipment industry
71 1,000
> The Planning Commission estimates total /
infrastructure spending of about USD428 billion
during the 11th Five Year Plan (2007-12)
428

-~ The Commission plans to double India’s infrastructure
investments to about USD1 trillion for the 12th Plan
(2012-17) — raising its share to GDP from 7.8 per cent 56 67 81 100
in FY12E to 10.8 per cent by FY17.

FY0O8  FY09  FY10  FY1l  FY12 11thPlan12thPlan
> According to the World Bank, India is second only to
China with respect to the number of PPP projects.
Encouragingly, the government is set to continue Source ffanning Commission, Aranca Research
promoting public private partnership (PPP) models to
help achieve its investment targets

 For updated information, please visit www.ibef.org 3 GROWTH DRIVERS 15
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Investments in infrastructure driving

growth in the sector ... (2/2)

> India has the world’s second largest road network — Investment on roads and bridges (USD billion)
spanning 4.2 million kilometers. The Government e
intends to increase the paved road to total road ratio 16.7
and build more national highways 122 s

11.4 e

-~ Hence, roadways in particular is a key focus area of 10.8
Government policy and investments in the sector will =3 n —
drive demand for road building and construction il ] —
equipment — —] —

-~ The corresponding investment figure during the 11th — 1 —
Five year plan (2007-2012) for roads is USD65.4 billion

FYO08 FYO09 FY10 FY11 FY12

> The NHAI plans to increase road project being
awarded from 5,059 kms and 6,491 kms in FY11 and

FY12 respectively to 8. 800 kms in FY13 Source Planning Commission, Aranca Research
Note: NHAIL National Highway Authority of India;

kms: Kilometers;

Investments

For updated information, please visit www.ibef.org ) GROWTH DRIVERS 16
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Increased mining activity also contributing
to higher demand ... (1/2)
> India is world’s third largest coal producer with about Production of coal and targets (million tonnes)
570 million tonnes produced in 2010, according to /
Statistical Review of World Energy published by BP 7= e — £
- Coal production in India rose at a CAGR of 5.7 per 431 <
cent to 537 million tonnes during FYO07-FY11 e
> Mechanisation of mining operations, a key ingredient i
behind rising production, has led to increased —
demand for mining equipment i
> Government expects coal production to increase to
795 million tonnes by FY17 FY07 FY08 FY09 FY10  FY1l  FY12E

Source: Ministry of Mines, Aranca Research
Note . E stands for target for FY12;

 For updated information, please visit www.ibef.org 3 GROWTH DRIVERS 17
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Increased mining activity also contributing

to higher demand ... (2/2)

> Rising iron ore production is yet another reason
behind rising demand for mining equipment

225
> A surge in steel production in the country is expected 2
to boost iron ore demand. India’s steel consumption is 209
expected to rise from about 70 million tonnes to 122
ol 201
million tonnes by 2015
193
> Production of iron ore in India expected to rise to 185
212.6 million tonnes in FY11 from 187.7 million tonnes 177
in FYO7
169

AUGUST
2012
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Production of iron ore (million tonnes)

219

N
il
w
N
w

208

188

FY07

FYO08 FYO09 FY10 FY11

Source: Ministry of Mines, Aranca Research

For updated information, please visit www.ibef.org
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Growing housing and construction market O B DR TN

to further add demand

> The burgeoning real estate industry in India gives a
fillip to the demand for concrete and building
construction equipments

> The residential real estate demand is driven by
rising population and growing urbanisation

- Rising income levels leading to higher demand
for luxury projects

> Growing demand for affordable housing to
meet the demand from lower income groups

> Commercial real estate demand will be driven by
growth in IT/ITeS sector and organised retail

-~ Increasingly construction is becoming more oriented
toward mechanisation to reduce project time and
control costs — leading to higher demand for advanced
construction equipments

2010 2014

Source: Article from a key construction equipment website
(http://www.nbmcw.com/articles/equipment-a-machinery/23335-
construction-equipment-demand-forecast-2014.html)

Aranca Research

For updated information, please visit www.ibef.org ) GROWTH DRIVERS 19
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Strong demand prospects are attracting

global players

-~ Fundamentals for the sector are set to remain strong
on the back of increasing infrastructure investments

> Almost all global technology leaders in the
construction equipment sector have a presence in
India — either as joint ventures or with their own
manufacturing or marketing companies

-~ Cumulative FDI inflows (since April 2000) into earth
moving equipment reached USDI154.4 million as of
Feb-2012

> Joint ventures with global majors have provided
domestic companies access to advanced technology
and a whole gamut of project management
experience

AUGUST
2012

IBEFX
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FDI inflows in earth moving equipment (since FY00)

154.4
132.0 134.2 134.4 134.4

73.9 75.1

FY06 FYO7 FY08 FY09 FY10 FY11 Fy12*
FDI inflow (USD million)

Source Department of Industrial Policy & Promotion (DIPP),
Aranca Research

Notes: FDI — Foreign Direct Investment; FY11: Cumulative from
April 2000 to March 2011 and so on.

* Till Feb-2012

Global majors entering through JV

Indian partner Foreign partner

L&T Komatsu
L&T-Komatsu 50% 50%
Ashok Leyland -John Ashok Leyland John Deere
Deere 50% 50%
Telco Construction Tata Motors Hitachi
Equipment 40% 60%

Notes: JV -Joint Venture

For updated information, please visit www.ibef.org

GROWTH DRIVERS 20
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Key production facilities of some major
players

3S Integration Facitility
Guwahati, Assam

Vadodara Machine Shop

Vallabh Vidhyanagar
Facilitiy

Kumardhubi Factory
Asansol Fabrication Shop

Aurangabad Plant

Bangalore Factory

JCB India
Bangalore Plant Ranipet Plant >
BEML
Kolar Plant Gummidipoondi
Plant Greaves Cotton
Mysore Plant
Elcon Eng.

Source: Company websites
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Favourable policies have aided the sector

Delicensing

Policy initiatives
related to
infrastructure

Special Economic
Zones (SEZs)

Tariffs and custom
duties

The material handling equipment industry is de-licensed and Foreign Direct
Investment (FDI) of up to 100 per cent under the automatic route as well as
technology collaboration is allowed freely

Government of India’s focus on infrastructure development is the biggest driver
for the construction equipment industry

The Union Budget (2011-12) has allocated USD44.6 billion to the infrastructure
sector

The government has granted sops, including a large number of SEZs, to the
capital goods industry of which construction equipment is a part; especially with
an impetus to increase exports

The government has removed tariff protection on capital goods

Custom duties on a range of goods that are used in the manufacturing process
have also been lowered

Custom duty exemption on road construction equipments extended to projects
awarded by MDA in the Union Budget of FY13

Source. DHI Annual report, Union Budget 2011-12 and 2012-13, Aranca Research
Notes: SEZ: Special Economic Zone; MDA: Metropolitan Development Authority

For updated information, please visit www.ibef.org GROWTH DRIVERS 22
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BEML Limited: Largest manufacturer of
earth moving equipment ... (1/2)
- BEML Limited is the first Indian company to start Gross sales (USD million)
manufacturing construction equipment in 1964
9 Sy Sl
741.2 754.9

> It is the largest manufacturer of earth moving —

equipment in India and the second largest in Asia; it 565.3 il &

has a (global) presence in about 56 countries 2220

-~ The company has facilities in Kolar gold fields,
Bengaluru, Mysore and Palakkad

- The company is a Mini-Ratna (Category 1) company
under the Ministry of Defence; it was listed on Indian
bourses in 2003 and raised further funds by a follow FY07 Fyos FY0S FY10 FY11
on offer in 2007

Source. Company annual report, Aranca Research

For updated information, please visit www.ibef.org ) SUCCESS STORIES: BEML, JCB INDIA 24
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BEML Limited: Largest manufacturer of

earth moving equipment ... (2/2)

201

2010 ‘

’  Forays into
Thailand for

; . export of
* Begins operations mining
at its 4th '
equipments
2009 manufacturing P
‘ complex in

Palakkad, Kerala
+ Forms a joint
venture to enter
contract mining
of coal

Notes: Mini - Ratna is one of the designations given to public sector enterprises
based on their profitability and there by granted certain autonomy,

For updated information, please visit www.ibef.org ; SUCCESS STORIES: BEML, JCB INDIA 25
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JCB India — Leading player in the sector
54+ dealers and
430+ outlets across
the country ,/.’7
Soil compactor ,’
&
,/
Market share of ¥ <
Pick and carry cranes SO S0 g
backhoe loader P 4
segment ,’ 2011
,/ USD1,031
Skid steer loaders ,/ million
Y & turnover
, U
: ¢ Inaugurates world’s
Set up operations ,’ largest Backhoe
in India as a JV
: & loader

with Escorts group ,/ manufacturing

Wheeled loaders ,’ facility in Haryana
,/
” JCB UK
,’ acquires 100
Backhoe loaders P % stake
Y 4
s
1978 2003 2007 2009 2010 2011 2012

Source. Company website, Aranca Research
Notes : JV: Joint Venture

For updated information, please visit www.ibef.org SUCCESS STORIES: BEML, JCB INDIA 26
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Opportunities in the construction
equipment sector

Renting and leasing of
equipment

« The equipment rental and
leasing business in India is
smaller compared to Japan,
USA and China

« Demand for rental equipment is
set to witness strong growth in
the medium term due to large
investments in infrastructure

« New players can also explore
opportunities in the equipment
finance business

After-sales services

« The global average of revenues
from after-sales service is 12-20
per cent; in India it is 2-8 per
cent

- After-sales market is set to
expand to USDO.5 billion by
2015; players can offer
maintenance contracts with
improved pricing and execution

« While these services contribute
only modestly to revenues, they
are counter-cyclical and can
also boost spare part sales

Exports

 Export opportunities are abound

— both in developed and
emerging economies

Components and aggregates
export is a USD 1 billion
opportunity; local suppliers can
gain a decent share of this by
exporting engineering-intensive
and basic material based
components

Opportunities in engineering
and design off shoring and
equipment exports may arise in
the future

Source :Indian Earthmoving & Construction Industry Association Ltd (IECIAL), Indian Brand Equity Foundation (IBEF), Aranca Research

For updated information, please visit www.ibef.org
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Industry Associations

Indian Earthmoving & Construction Industry Association Ltd ( [ECIAL )
C/O Confederation of Indian Industry

The Mantosh Sondhi Centre

23 Institutional Area,Lodhi Road

New Delhi - 110 003

Tel: O11- 24629994-7, 011-45772032

Email: s.g.roy@cii.in

Engineering Export Promotion Council (EEPC)
‘Vanijya Bhawan’, 1st Floor

International Trade Facilitation Centre,

1/1, Wood Street,

Kolkata, West Bengal-700016.

Phone: 91-33-22890651, 22890652

E-mail: eepc@eepcindia.org

For updated information, please visit www.ibef.org ‘ USEFUL INFORMATION 30
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Glossary

- FY:Indian Financial Year (April to March)- So FY11 implies April 2010 to March 2011
- USD: US Dollar— Conversion rate used: USD1= INR48

- FDI: Foreign Direct Investment

- CAGR: Compounded Annual Growth Rate

>  GOIL Government of India

- IECIAL: Indian Earthmoving & Construction Industry Association Ltd

-~  DHI: Department of Heavy Industries

> R&D: Research and Development

- JV:]oint Venture

>  SEZ: Special Economic Zone

- IBEF: Indian brand Equity Foundation

> Wherever applicable, numbers have been rounded off to the nearest whole number

- List of top six listed companies used in slide No 8 : BEML, McNally Bharat , Greaves Cotton(for FY11, considered only first nine
months), Elecon Engineering , ACE, TRF

For updated information, please visit www.ibef.org USEFUL INFORMATION 31
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India Brand Equity Foundation (IBEF) engaged Aranca to
prepare this presentation and the same has been
prepared by Aranca in consultation with IBEF.

All rights reserved. All copyright in this presentation and
related works is solely and exclusively owned by IBEF.
The same may not be reproduced, wholly or in part in
any material form (including photocopying or storing it in
any medium by electronic means and whether or not
transiently or incidentally to some other use of this
presentation), modified or in any manner communicated
to any third party except with the written approval of
IBEF.

This presentation is for information purposes only. While
due care has been taken during the compilation of this

IBEF\/\

INDIA BRAND EQUITY FOUNDATION

@5 aranca

Research.Analyze.Communicate

www.ibef.org
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presentation to ensure that the information is accurate to
the best of Aranca and IBEF’s knowledge and belief, the
content is not to be construed in any manner whatsoever
as a substitute for professional advice.

Aranca and IBEF neither recommend nor endorse any
specific products or services that may have been
mentioned in this presentation and nor do they assume
any liability or responsibility for the outcome of decisions
taken as a result of any reliance placed on this
presentation.

Neither Aranca nor IBEF shall be liable for any direct or
indirect damages that may arise due to any act or
omission on the part of the user due to any reliance
placed or guidance taken from any portion of this
presentation.

DISCLAIMER 32



