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Ladies and gentlemen, good day and welcome to SKF India LirQi8edFY17-18 Results
Conference Call. As a reminder, all participant lines will be inligten-only mode and there
will be an opportunity for you to ask questions after the presentatincludes. Should you
need assistance during the conference call, please signal an opgrptessing * then 0 on
your touchtone phone. Please note this conference is being mécdramw hand the
conference over to Ms. Bibhabaree Biswal of SKF India Limited. Tlyankand over to you,

ma'‘am.

Good morning, everyone and thank you for joining thetodky. We have with us Mr. Shishir
Joshipura— Managing Director and Country Head, SKF India and Mr. Chandramowli
Srinivasan- Director Finance from SKF India. | will now hand over the phtan®r. Shishir
Joshipura to share a brief update of Q3 results with you. Over to you sir.

Goof morning and welcome everybody. Thank you for makimg to join this call. We are
going to talk about our performance for the quarter ending Dece2ffi@rand this was a very
interesting quarter because this was the first quarter after the GST changeovesontzedalty
the business and we could clearly see some positive developrnesg several sectors even at
several remains challenged. And that is setting task or some interestsggtiing ahead for
Indian economy and business. | would hand over to you gugpdak your clarifications,
questions, comments and then we can take it from there. Thardoyouch.

Thank you. Ladies and gentlemen, we will now begin thestion and answer session. We

have the first question from the line of Basudev B from Ambit Cajittahse go ahead.

So one thing if | see the longer run for almost last 2-3 yeans gour revenue growth
trajectory has remained still in the mid to high single digit percentagésI@hereas on the
other side if | see your margin has moved up all the way from10% now to record levels
of 17% plus and bulk of that has been driven by gross margin vemqpent. So almost what
600 basis points of gross margin improvement so that has takenfbydkromargin up. So
operating leverage other expense to sales largely has remained stdtereSwre few quarters
here and there where trading and manufacture mix is volatile atdsttwhy your gross
margin moves up or down, but if one see structurally, your ratenal sales have improved
from 63 odd percent down to 56%-57%. So if you can subggtikighlight what kind of
initiatives you have taken or structural mix changes and where thisémprovement down

the line?

Thank you for the question, Basudev. Very good observadon. will let Mowli give the
numbers, but before he does that, we have and as | said finis &g well that we embarked
on a strategy where we said we will not chase growth for the sakevathg but we will chase
profitable growth and we will drive actions to actually create aitpdoiver in our business
because we tell that there was potential for us to take several steps staftiggneration,
introduction of new products, managing our costs better, leveragirgraature that we have

organized business in a more profitable manner. Even take a calluoe our exposure to
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some of the segments where the margins were not so good aodreé¢ eve have also see

improved utilization in our factories. So number of factors onscast sales, on product mix,
on driving strategic mix, on creating innovation and new products vitgiga higher value and
that allow us to capture higher value. So there is a mix okathitting us to be where we are
today. | would let Mowli answer the question on topline. | thimré is a clarification that is

called for this quarter.

Chandramowli Srinivasan: So, we have reported net of excise duty. Comparable basis, wehidvsales has grown by
5.4% compared to the same quarter last year. However, that sl dite more fact which of
course we cannot quantify exactly, and we cannot reportsiicis and that is that previously
our traded goods and especially when it comesaed goods most of it is imported goods.
Our topline also included CV duty on those goods and it also wesfdhe reflected in our
cost of purchases. So the customs duty that we paid on imports vwaagynitite basic duty, but
also all CV duty, etc., and we passed it on to the custoroeinkhe form of selling price
which was higher and pass on benefit. So that is also now G&iErera that is no longer
reflected in the topline. There is no change in the bottomHirteis not reflected either in
topline nor in cost of purchases. Therefore, if | adjust for dfed, then this quarter sales is
actually 9.5% better than the same quarter last year.

Basudev B: And sir with regards to this gross margin improvement initiatives which we haam &k how
to see that in next 3-4 years with Gen Next bearings coming imyrgeef mix improving, so

what is the scope from that angle?

Shishir Joshipura: Basudev, we are not changing our strategy. What we embarkedepas to be working and
it is yielding good results. It is keeping our stakeholders happycustomers happy. So |
think we do not see a broad level change in strategy to a) driveaitimmo and let innovation
lead the growth and when we say innovation, we are talking abeating higher value for
our customers as well as capturing part of it back for us. So thatlisdhd outline of strategy
and of course continued focus on costs and we will contiougotk on the strategy. If a

change is called for as we go forward, we will look at it and a®wf | do not have.

Chandramowli Srinivasan: And the other thing also | would like to mention is especially &lyats that please do not
look at quarteto-quarter numbers, they are affected by mix changes, by lot of different

factors. A yearly trend is a better trend for you to look at us as our perfoema

Basudev B: And one thing like this quarter, most of the ancillary supplies haveflted from the huge
growth in the commercial vehicle space. So new revenue growth ohdjdsted for that
import duty as you said, still looks under lower side. Was that beaafuspecific as you said
that you are not chasing growth, but profitable growth oneldhook at in that way or how to
look at that?

Chandramowli Srinivasan: Well, | would say that we keep saying that our automotive busisesdy 50% of our total

business. So, commercial vehicle is within that, again a small patithe total. So, we are

not a player of only automotive and not a player of only coroialevehicles. Industrial is also
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a big part, 50% of our market is industrial and there, wind enesgyexample which
contributed in the past about 6% of our total sales was down to Ir afales this quarter
because there have been no turbines built in this country fdaghabout 6 months, | think,
right Shishir. So wind energy completely tankedus and that was around 6% of our sales in
a weak quarter and that was down to 1%. So that is also one ocaslo@sevhy you do not see
that the topline growth is only reflective of what happening iratitemotive one. Having said
that, | can tell you that in the truck industry for example, thdinme and heavy commercial
vehicle industry this quarter grew by about 20% compared to the same quarteaiabtywe
grew by 46%. So your observation is correct that we have ibmhefot only by the industry
growth in commercial vehicles, but also by our own actions which helped us to increase

market share in the commercial vehicles.

Basudev B: So this spots like wind energy, they were the dampers for ovenadnue growth, not

looking...
Chandramowli Srinivasan: That is right, correct.

Basudev B: | hope somebody else will definitely ask for the segmental grovethkup, so | do not want to
extend.

Chandramowli Srinivasan: | can give you the segmental breakup of sales. Already, | cathgivaow.

Basudev B: Breakup and segmental growth as you say every quarter.

M oder ator: Thank you. We have the next question from the line of Chiredy $om ICICI Direct. Please
go ahead.

Chirag Shah: So my question pertains to the wind energy given we have thefdilzat segment for us has

shrink to 1% and given the way auctions have happenedoadag bnly the media article
suggests that the key 3 tenders have also opened up. So dinkahdhthis market will claw

back to its previous levels in next year or probably the FY20?

Shishir Joshipura: | think what is important is that yes, it has gone through almostaohghs of zero production
kind of levels for wind turbineThese auctions that have happened actually show a part how
for the 18 months period as to what kind of capacity to buikll these projects are built, then
we are back to where we were in terms of growth of the industryl #imdk there is also
likelihood that there will be some kind of consolidation that teike place between the turbine
makers because obviously these numbers are very unless yotixeavecale, difficult to
manage. So interesting time, but | would say that if they are ableilth dnd that is the
question | say, if they are able to build these capacities thatdesveawarded, then sure we

are looking at something very positive, but on an 18-montizdm not now.

Chirag Shah: And sir what would be the kind of margins that we have to sakaock off because the
pricing will come under pressure given the kind of tariffs that are dised\a these auctions,
| believe the whole value chain take some knock on the pricing taylet?
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Yes and no asking what is going to happen is because as it im@yti@mpetitive industry
and got too much of room to move margins and save yourspaitg things like that. So there
the challenge is going to be to knock with innovation and swisitiwhere you cut cost. So you
can cut your cost, you can always afford to reducing price is naj gwisolve the problem.

And sir apart from the wind segment, which are the segments in thatriatl segment look
brighter for the next 2-3 years kind of timeframe?

| do not know 3-4 years, but as of now we are clearly seeingnand construction of
highway vehicle, material handling, railways. These are the strorgjamwe speak and the
producers, we can look at steel which is doing extremely well. Ceémprst about beginning
to pick up, still maybe one more quarter and we will know fae.sBut in terms of new
capacity creation, |1 do not see much capacity being createddsteel, cement, these core
sectors yet.

And sir in terms of your overall EBITDA margin, this quarter was kind dfcav out of
quarter. So can this margin sustain given steel prices are significant ugtictidw fast can

we pass on these prices to our customers?

| think Mowli mentioned to you that do not just digress onlast quarter's number, although
all of you would like to do. Look at more as a yearly trendctvlis of course healthy as well.
You are right that we have seen price hike which we are alregitynlireg to see and that will
be a cost pressure, but we remain confident that over a pdrifmiey we will be able to
because we have no capacity to absorb this cost increases vehiativeersal. So | think what
is the universal cost increase, that is something that we can alwaysdetfrom our

customers.

Sir, my last question pertains to that our post implementation of GSaresgou seeing any

positive ruboff that given you gaining market share from the unorganized sithe dfusiness?

It is actually too early to say because there is inventory there is @hackhe markets have

own speed to react but we do hope that this new regime which ipagitive.

Thank you. We have the next question from the line of NiskdéinJsiom Kotak Securities.

Please go ahead.

Sir, my first question pertains to for example other than bearings yoe tifferent
components, different other businesses like lubrication, greasindh@mgng and all for
industrial applications. Just wanted to understand, how have these tegnoam in the last
one year or so and is it because that these segments have mumhnfaster and the

profitability in this segment is higher that has helped your gross margin?

Well, actually speaking no because lubrication is separate compang fimotp, so there case
sale doesn’t come here. It is a separately unlisted entity for the group, but what we are dealing
to now drive forward and is to integrate these offerings to customeasidmave are finding
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that there are lot of opportunities that one could create arohatiwe call as driving rotating
equipment performance program where we are saying rather tharuyist land fitting a
component from say a bearing, we can actually go and wonktét customer to say we shall
improve the performance of the shaft and what this actually isethat, it can mean different
things to different people. For some, it could mean that we wiltase the meantime between
failure, for some it could mean that we will predict the failuoe,sbme it could mean that we
will avoid a breakdown, for some it could mean we will increhseefficiency of the shaft. So
different solutions for different people, but that is the program whleveusly the technology
that we have, so SKF India has been doing condition monitorinlg sarvices we can
collaborate with companies are lubrication and seals to actuadlfigpoourselves in a very
unique way because none of our competition can do tlainBur numbers that you see, no
such inference can be drawn the way you are thinking about it

Nishit Jalan: Okay. But sir as you are providing the complete solutions, is itthamethat the benefit of
that is in some ways coming to the listed entity?

Shishir Joshipura: It will. That is a new thing that is tummg out, still early days. Performance contracting is a
little long drawn affair, but it will be something that sure will andrasato our customers.
The proof of concept that we are running today are alreadyisavs result so that we can
actually go ahead and increase scale, our own products to eosttontake this kind of

approach.

Nishit Jalan: Okay. And sir my second question is if you can share the revgmowth numbers that you

normally share across different segments?

Chandramowli Srinivasan: Yeah, rather than revenue growth, first | will give you the splithef sales for the quarter
itself. So out of our total sales, 10% is exports, 41% is automotitted8% is industrial.
Within the 41% of automotive, our aftermarket is roughly one tbirthat and the balance is
OEMs and within the OEM, you could say it is almost equally divigiefiveen two-wheelers
and four-wheelers. And when | say four-wheelers, | mean carkstamd tractors. On the
industrial side, roughly half of our turnover is OEM, industrial OEM and rott&df is

industrial aftermarket roughly.
Nishit Jalan: Sir possible to share YoY numbers as well on this?

Chandramowli Srinivasan: YoY, so far cars, we grew by about 1%; trucks, we grew by ab&ut #éctors, we grew by
about 12%. Vehicle aftermarket, we grew by about 22%. Of cpilvaecomes on the back of
very poor December last year due to demonetization. Two-whaedievolume electrical, we
grew by about 16% and total industrial, we fell by 6%. But that waslyiaecause of energy

segment.

Nishit Jalan: One last question is for Mr. Shishir. Sir, if we look at, there is lot ofdalkg on electric
vehicles, just wanted to understand that on the bearing side, adonteht of bearing also

goes in the engine and transmission side. So just wanted to understaridogmhts on the
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passenger vehicles specifically. How do you see the content of gsedmirterms of value
changing for a likee-like vehicle from a IC to electric vehicle?

Very good question. In a critical as today's technology standside&KF is also the whole
supplier to Tesla. So | am talking with knowledge, not just on speaulathat happens is
obviously because the number of moving parts go down, we gearanumber reduction for
bearings that goes without saying and the number reduction ificsigh that is the one.
However, because the bearings that are required are of very difardrior electric vehicle,

the value of bearings per car is almost correlate. So in rupee tetimsgnchanges. Number

of bearing terms it changes. So that is how it is.

So if you can throw slightly more details as to why the value doeshange as to, does not
need to very high content of say aluminium or?

No, it is because the bearings that you use because EVs have elduigic current leakage
possibility and you want to isolate the whole car from that from theeidnd so you need to

create ceramic ball-bearing which are expensive.
Completely ceramic?
Yeah, they are no longer steel bearing, they are ceramic bearing

Thank you. We have a next question from the line of UjwalhSthom Quest Investment

Advisors. Please go ahead.

Can you just give some outlook on the railway business, hotawe grown this quarter and
the market size opportunity that will get especially on the freightgdtey forward. Current
what share do we cater to and going forward

| will give you the number. So, railway this quarter grew by ad@% this quarter compared

to the same quarter last year.

And this is totally passenger side as of now right sir?
More or less.

Yeah, little bit of it, yes.

So on the freight side, we expect that two things have hagp@re, Indian railways has
decided to buy the basic freight bearing differently. What | nisedifferentlyis earlier there
used to be a single tender contract for both new wagons as wedligenance requirement.
And on single tender, we used to decide everything. Now, they desided with the wagon
builders will buy their own bearings and railways will only focusvdmat | would call their
maintenance requirement. So that is probably split dvalfalf. So that is one change. The

second is continuing with their policy on approvals. So in 28K will be able to participate
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we will able to actually bid for the whole quantity of bearings tladltvays want to buy.
Today, we are restricted to 10% only. So 2019 onwards we willaspessibility of full
participation in the entire tender quantity that is number one.rnExt is about the change of
bearing itself. So we also see an initial movement now as | said pagtas well to move to
what you call A Class Bearing. So A Class bearings has higher twhigher tonnage ratio
because these are higher performance bearings. They havet lootighe first initial lot
eventually when the DFC, etc., comes out to play, all bearingsdssiaitt logically to K class,
that only time will be able to tell. But when that shift, there is no pad, part two
classification problem there because everybody is on the samermlatfal therefore we
expect that we will able to have fairly on those bearings. That isybovook at freight side of
business. There is also going to be a lot of opportunity creatdddian Railways on the
safety side of operations. So like they have now decided tiboghHB coaches on the
passenger side which augurs well for us because we are majority ssimgiéer on LHB
coaches, but we do not supply anything on the conventionahesaSo now that is to only
LHB coaches, so that augurs well for us.

So sir, if you can just give an idea what market in terms ofesizeve catering to and after all
this developments now because the market would be there foratetao?

| would rate roughly 60% of the market and passenger side is loeen®#0%. So we were
essentially playing in 40, not in 60.

And also in 40, not on the conventional side much sir?

Yeah, but | am saying at least we not winning those but on tightfigde, we are not offering

at all.
So freight would be what size sir?
Freight is of the 600 crores.

Thank you. We have the next question from the line of JaRaknan from Franklin

Templeton. Please go ahead.

You said from 2019, your addressable market in the railways gosgnificantly, why do

you expect that to happen?

Because the market is already there, so | am not talking about crehtionew market, the
market is already there because they are verifying those kind of dmedan the freight
applications but we did not have an offering qualifying for tmatrket, but we now have;
however, the way the process goes is in 2019 we become whaedasafpart | supplier and it
is a time bound process. And when we become a part | syppdiean actually go and bid for
the entire quantity, not that we will get the entire quantity betocan bid for the entire
quantity. Today whatever | do, | will only be allowed to @@/maximum of 10% of the tender
quantity that they want to buy. That is the interpretation we need & Rav example, if they
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have to buy 100 bearings today, see, whatever maybe in theoppegformance, | cannot be
awarded more than 10 bearings, whatever may happen. But tonfosrov2019, | can bid for
100, | can theoretically get 100 that may not happen| bah get at least 30®5%40% of
that quantity, that is how it will be.

Right. The size of the bearings opportunity from railways, bottong@nd the passenger load
cost put together how much would that be?

Yeah, so roughly it is about 1000 crores today, 60% is fraigtit40% is passenger coaches
and locomotives.

And for SKF, what will be the annual size of the railway business?
About 190 crores.

Right. And in the opening remarks, | think your CEO mentionedigB®ST, how interesting
the times are, so how have GST changed the business envitdiomgou especially in the

aftermarket?

Well, initially GST was a disruptor, as you can imagine, evatybvas struggling to cope up
with the new regime and there was lot of uncertainty, there veabyying in June, there was
delayed buying in June, all sorts of things happened. And siandtk first quarter say that is
July to September, | would still say people were struggling to copéthgeturn filing and all
those things. Now we see more or less business has stabilized o Th&oGt as far as
business is concerned. There are still issues with filing of returns, but that is the finance man’s
problem not the business man’s problem. So it is improving. I mean it has come back to, I
mean the disruption part of GST is over, it is too early for usnane or say that because of
GST, life has changed for us positively that we see less corapefiitm the unorganized

sector, it is too early to say that.

Right. And from an aftermarket demand perspective, espetialyndustrial side, are you

seeing the demand environment growing better now?

We clearly see development as | was mentioned earlier thatisstegy positive. We are also
seeing cement beginning to climb back and we are seeing nupe&mgtions. So we do see

clear signs of increased production and that to me means higher béminess
Right. And lastly what would be the capacity utilization ofiyfactories now?

Now, all our factories are running 24/7 more or less, so you gahatthere is hardly any flat
capacity left.

Right. So which leads to the question that what is the outlookeoplan on CAPEX and

capacity addition?
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Yeah. So we are already in the process of adding cajetin the process of evaluating how
much more capacity, spending we need to plan in the immedi&ieef The capacity
expansion projects have already started. They are all brownfield, eofigtd. We just need
to add machines in our shop floor.

Thank you sir. We have a next question from the line oéPuinom HSBC. Please go ahead.

First of all, just wanted to check, did | hear it right when you tedcar market for you grew
by 1%?

No, the share of power in our total sales dropped from 6% to 1%.
No, that is for wind, but the passenger car side?
For car, sorry. Yeah, car grew for us by 1% this quarter, yes.

But why 1%, you were adding new product siteb 3 and those kind of products, if you can
give more light here?

So on the full year basis, we grew by 12%. The hub 3 actisayigt to take off, it will start in
the next quarter actually and that is not because of our issuesjdboiner has some issues
with design and therefore he is sort of changing the spettieafesign because he had some
initial failures with what somebody else supplied to him of the yrbdSo it has been

postponed by couple of months.
Yeah, so that is what | want to understand here because | remer@iZeFiil7, Q1 FY18 you
were growing 30%-27% every year and now this quarter you dféwSo is there some

change in market share or some different products or is it likehgee reached a stable run

rate with your current portfolio?

Yes, we have reached the stable portfolio with the current rate. Thay ievfull year grew

by 12% but for the quarter, it was 1% yeah.

Basically your next leg of growth will only come when your Blaunches?
In a way yeah.

And how much would that be as a part of your overall pootfoli

| am saying that the way to look at it is, as we start to ramp egube the car volume because
it is now OEM dependent, but this time because of the delay vezietke ramp up will be fast
in one quarters’ time, not more than 2. Definitely, we will be at full scale production on hub 3

as well.

Okay and how much can it potentially add to the revenue?
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This is a moving target because now we have got another caamich¢hen there is another
two discussions taking place. So | think but what we have to undeénstdhat overall for us,

Mowli correct me if | am wrong. Overall, our car share, not ouresihmacar market, but car
share into our pie is 5%. And the way we have distributed evenlibdlesome maybe, it will

be add 1% or 2% points to that pie because from 5 to 7 iseatdgavel in terms of this 1.5
times. That is what | expect.

You also had a service offering. What percentage of revenud isotvaontributing?

Services is enabler for us in a sense of course it does on revéecena margin for us, but by
itself it is not a big business yet. As | was mentioning earlier,dmgéw offering that we are
talking about as rotating equipment performance program, therecleasly we will see a

change happening because there we are talking of muchr viglue creation and therefore
high value capture. In that part of the business service, conditimitoring, integration of

platforms, that is something that will talk about it as the year goes bgukkntly have some
proof of concept on those.

This is for the industrial portfolio?
Industrial portfolio, yes.
Any way to quantify what percentage of revenue would services be

As | said, more than that. Yeah, it is not a significant portion. Biat & important is to for us

to understand that it enables sale of our product and that is a bidhimimewe have to look at.

So the way the accounting has done, most of it gets accoungeddt® of product, so you will

not see sale of services as a big part.

Lastly, if you can comment a bit more on what you apesgncing on the distribution side.
We hear there was some liquidity related issues earlier. Has that héemth cat or still
persists?

Most of it has been sorted out, yes.

And how much would your distribution revenue have grown thisteria

Vehicle aftermarket grew by 22% this quarter.

And on the industrial side?

Industrial was more steady. Industrial does not change too much. Ad, Ittea vehicle

aftermarket was compared to a very weak December last year betdessonetization.

So you said industrial OEM declined by 6%, so aftermarket would be...
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Industrial total declined by 6%.

One second, we should clarify that decline is mostly led by what hagpeahe wind energy
sector.

Yeah, we said that already.
Yeah. And how much is traded goods as a percentage of yeumuenow?
About 37% came from traded this quarter.

Thank you sir. We have the next question from the line of\gitwani from Bharti AXA Life
Insurance. Please go ahead.

Sir, just on aftermarket. You said that there is as of now you don’t see a big change in the shift
from unorganized market to organized, what about imports from Chinangrother
neighboring countries. Are those slowing down which is benefiting ltdeal Indian

manufacture?

| think it is too early to see any significant change in this beauSST, no. | mean the data
itself is difficult to pull, correlate and all that. But we haven’t seen too much of shift. Having
said that, our vehicle aftermarket is growing well, | cannot attributetiitedy to the fact that
something else has come down but we are also doing lot of stoffdun side. But it is too
early to draw any conclusions as far as effect of GST on uniagghor imports, imports is

concerned.

So this 22% actually came on a lower base, for the 9 nfmwimuch would be the growth in

vehicle aftermarkets?
I don’t have it readily available. You carry on, I will come back.

The new vehicles that are getting launched in calendar year 20fl&a 2019, has that
number gone up for us, let us say if you were there at 2 newesrpiatfast year, has that

number will go up for this because of this?

You are absolutely correct. So we are now present, we haveagamng important contract for
major commercial vehicle manufacturer which will put us from a virtualsb¥#re to a near
100% share on the application. So we are really looking at sétese quick changes that
would happen as we move forward. Not and as these platforms arerit8s kind of a

horizon, they are not necessarily on a 5-6 month horizon. Bati@&month horizon, what you

are saying is correct we are now present on more new platforms thagreve w
But that is for commercial vehicles, right?

No, cars also. Also motorcycles.
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On the vehicle aftermarket the previous question that was askear, 8@ that is what the Q2
and Q3 compared to the first two quarters | am talking calendar yearitnloas grown by
about 13.5%. So the trend is on the increasing side. The quarteAfral to June obviously
was a dampener because of the fact that the GST was conipte pere destocking etc. So
comparisons are not possible because of changes that have hapgetiesl. li

Thank you, sir. We have next question from the line of Nawattdifrom Bajaj Allianz. Please

go ahead.

Just couple of questions. On the industrial side in the aftermarket,ocaijust help us
understand what kind of growth are we seeing there?

That has been roughly more steady, but we see a definitevimgrvend in that. So in this
quarter for example, if | take sequentially over the immediate previoadeq, it grew by
about 10%. | am comparing it to the immediate preceding quartaube the immediate
preceding quarter was the one which was GST disruption related if Icaflaif that. The
quarter before that was also GST. So | mean this year really itewss difficult to make
comparisons which period to which period because there are lot of fdwses that have
caused destocking, restocking, all those kinds of things, but the tretefinitely on the
improving side. That is what | wanted to say, is 10% better than thedrata previous

quarter.

And can you give some broad color as to what is the mix witl@nntiustrial aftermarket,

which are the big segments in terms of user industries?

So we cater to a very wide range of industries, but the big ameetypically steel, cement,

food and beverages, textile, material handling, mining, construction.

It is a very evenly spread business even though the very nétafieroarket because this is

more maintenance needs.

With BSVI coming up in the next couple of years, how do youtsedearing content change

across the mix...

So content will no change, the number of bearings will remaire dsecause of that change.
But obviously then the focus will be on lower friction, higher reliapikind of product lines
and we are already beginning to see the signs from some of thdactarers who otherwise
would have never gone for, some of our provisions have startér@adwoffer those solutions

for their product lines beginning 2019.

Thank you sir. We have the next question from the line ofddniSaraf from Spark Capital.

Please go ahead.

Just one question, you had mentioned that traded goods aref 3&¥&nues, so | think if you

see manufactured itself, last year it was about 55% odd, so thiszigeae saying is 63%. So
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is there any specific reason why manufacturing has gone ug yoavstarted localizing some
products or is it more technical because you don’t include the duties in your industrial

revenue?

Chandramowli Srinivasan: That second part of your question is yes, it is a small part. Yegn#wer is yes to some
extent in that percentage would have changed because of thiis &tso because of the fact
that in this quarter obviously automotive was very strong and autonistiaenost entirely

manufactured.
Mukesh Sar af: So even YTD, you think it won’t be at these high levels manufacturing?

Chandramowli Srinivasan: So YTD is 39% traded and 61% manufactured. But again that 39%a wrobably bump up
by a little bit if | were to add the dutypart into the topline.

M oder ator: Thank you. We have a next question from the line of Ajitwémi from Bharti AXA Life

Insurance. Please go ahead.

Ajit Motwani: Yeah. On the capacities, you said you are running 24/7 prattly fall utilization but you also
said that the capacities are being debottlenecked, so what smélafies we can look forward
to in terms of addition and also the absolute number of CAPEXuyicga give for this fiscal

and next?

Shishir Joshipura: Two things are happening. One, we said we are seeing that tl@dieitnis not that it has
grown every quarter very steadily, it has suddenly grown goiine segments. So there has
been rapid rise in demand for some applications, also some pfdtiects that we introduced
have met with success, more than what we anticipated. Soat®$so reasons. So they are
already beginning to build capacities for some of these lines amek sspeak to you Mowli
will probably back me up to say that, we are still as we spealireveasting even the next
phase of our, when | say next phase that is in this year asatasadudditional investment that
we need to quickly plan for because the capacity imbalancetharwise create a problem for
us in the market space. While that is being planned, | think yihuisee a lot of capacity

additions that will take place during the year and as we go forward.

Ajit Motwani: So as | said first the quantum in terms of how much the itggan go up and the timeline in
the sense, the question really is if the underlying growth does geritirdouble digit. As you
said the underlying was about 9.5%. So do we have reasonphlgties to get into that kind

of a growth or...?

Shishir Joshipura: Yeah. Very correct. So we have done that exercise and we don’t have a problem this year in
the sense that our factories will be able to cater to what we are projeatings our plan. So
that will happen. But obviously for next year, we will have tdduaapacity and that is plan

under way right now.

Ajit Motwani: Next year when you say fiscal or calendar?
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Next calendar.

And the absolute amount of CAPEX, Mr. Mowli?

Now, we are still working on that. | do not want to give out aognbers now, but we have
already indicated that over the next 3-year cycle, we will invest dd§imtach more than
what we have been investing so far. So it will all be out of iatexacruals.

Thank you sir. Ladies and gentlemen, that was the last quéestiom hand the conference

over to Ms. Bibhabaree Biswal for closing comments. Over to you, ma'am.

Thank you for joining the call today. In case you hawe guestions, please feel free write to
mebibhabareebiswal@SKF.cormfhank you.

Thank you ma'am. Ladies and gentlemen on behalf of IBHi& Limited that concludes this
conference call. Thank you for joining us. You may now diseet your lines.
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