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Ladies and gentlemen goaldy and welcome to th8KF India LimitedQ1 Results for 2015
Earnings Conference Cals areminderall participant lines will be in the listeonly mode.

And there will be an opportunity for you to ask questiafter thepresentatiorconcludes
Should you need assistance during the conference call, please signal an operatssify pre

“* and the ‘0’ on your touchtone phone. Please note that this conference is being recorded. |
now hand the conference over to Mrijay Chaudhury. Thank you and over to Mrijay
Chaudhury

Good morning everyone. | would like to introduce the SKF Management who are joforg
the call today. Mr. Shishidoshipura ManagingDirector for SKFIndian Limited along with
Chandramowli 8nivasan Director for Finance for SKHAndia Limited. | will now hand over
the conference to our managing director. BhishirJoshipurawho will discuss the highlights

of the Q1 results briefly over to you sir.

Hello good morning and welcome to a very happy and hot day here in Pune and even equally
hotter one in Mumbai | am sure. So the first quardsults are out, the board declared day
before in this meeting and we have seen that the quarter compared to the samiasuaetar

has been more or less on the same lines, whereas compared to the previous quaxtey we h
there has been some dip in the top line but we have recovered all the loss ground darthe bot
line which was the concern for everybody in the December quarter. Economy e mvhatat

was, we are all hoping that things will change soon and rather than going on a monolog |

would hand it over to you guys and try to answer your questions so over to you.
Sir should we open the floor for the Q&A session?
Yes, please.

Thank you very much. Ladies and gentlemen we will now begin with the questiemsner
session. The first question is from the lineR#ghuNandanfrom Quart Capital Please go
ahead.

Thank you sir, thank you very much sir for the opportunity. Sir for the quartbeirevenues
which are the segments which have bdemg well within industrial and how are you seeing
the various segments in the auto segment and directionally going forward how are yog look
at the outlook for these segments sir?

| can tell you that last quarter we saw a very gtadtion from renewable energy we saw
good traction from off highway vehicles and also a very large variety oftilUSEMS in

material handling and in machine tools, machinery makers so that was breadpettrum at

which we saw good traction coming we also saw that commercial vehicles specially the
heavy ones, medium and heavy ones did well. On the other hand tractors went South, deep
South two wheelers flattened out as a segment no growth at all, virtuallpwthgcars in

positive territorythat should broadly sum up for you, | hope | answered your question.
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Chandramowli Srinivasan: Railways was down, yes.
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And Railways was down as well.
So how are you looking at the outlook sir like directionally speaking?

| think it's not for me to predict what other industries will do, it's for themrewser. But
broadly speaking what we are witnessing here is right now is that thene sebe some kind

of a drop from those segments which are more based out of rural economy the two wheelers
and the tractors, LCVs, whereas there seems to be some kind of return of dembhrd on t
infrastructure side say in renewable power of highway vehicles so the iodicantinues in

the same way then we are lookirtgaastory of where infrastructure development should start

to pick some pace, we expect that Railways will come back strongly becausthatotive

March is over and the government squeeze should hopefully be over, so some ofithe publ

sectors pending should also go up so that is the broad outlook.

And how are you looking at Railways as an opportunity sir last time wefigdatin some

orders on the freight side. So how would that pan out?

So that space and acquisition will begin in second half of the year. It will bethe isecond

half of the year and we also have demand now from our DSO which is premieayrail
technology organization that they would like us to confirm that we will submit ra fpla
localization of everthing that is being imported today and sold to them so we are working on

that plan.

Would you be able to give any indication on how big it could be or whether it is vellyisma

the initial phase?

So the way it works is that, railway has a policy by which they will give 5%etontract in
continue year one 15% in year two and then you become player at level playing field so it

should be third year from now so we are right now supplying the 5% part as | woutd call i
Okay. And if | understand correctly it was a 500 crores kind off a revenueryndast sir?

Yes, the freight corridor, there are mamgny ifs and buts to that but having said that broadly
that's a right number and it depknon how fast Railways carries on with the dedicated freight
corridor project. How fast they want to implement the safety enhancemenamprdfey need

to decide on what will be the freight carrying capacity per excel on the DFC wéliniin

what it isnow or they would like, because the track is laid for higher capacity but ifthéyr

a higher capacity decision then they have to build new wagons. So some of theser¢hings a

still up in the air but we are right broadly speaking that is where thartkis.

And sir how has been the revenue mix in the quarter industrial auto export?
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Auto has been roughly about 43% of sales not much change from where we were in 2014.
Exports has been 8% of sales which is agaihesame level as 2014 and industrial at 49% so

almost you can say all of them have been at the same level as calendar year 2014.
And the replacements were?

So the replacement market is included in the auto 43 repéstamone third of that. And in

industrial 49 roughly replacement market stoke end users is about 50% of that.

Okay. And sir like yesterday in the AGM you had indicated about innovation¢egrenergy
efficient solution and being closer to customer, some of the main points of yateggtand
just wanted to better understand like the services, solution factory is still a smiah pof

revenues for us, but how is it globally sir, is it a bigger share of revenuediyjtoba

No, so service by itself because the companies see the product doesn’t evanyamy near

in value terms. What it does it opens up door for us to sell our product in a bettsw thay is

the big part, it keeps us closer to customer, it allowuse much more closely interactive
with the, it allows us to see in advance their need so that helps to plan inventory and
availability for product lines and that is what enhances our sales because yintimes
especially in these industries, end uswtustries like say steel or paper or machine tools
people who use a lot of machine tools, production facility there one of the keyeraquts is

also that they need to have the part when they need it, it's a very clear requirantkeinfo
they want to eoid breakdowns because they have production facility so they would like to
improve reliability so solution factory enables all that stuff for us. But thersale of the part
and that we do not capture as part of services that still remains as a rioretheeparts, it's

not revenue for services but | can tell you that we have clearly seen that esrerywéhhave
gone with this kind of proposal our closeness to customers increase, our share o idines

them has increased.

Just on somef the line items. Other expenses and depreciation has been higher and other
income has also been higher in this quarter any one off there sir? Other income d&y FOR

gains?

Yes, so on the other expenses there is nothing major deprecation yes it has gone U® about
million is the impact of the use of the new of depreciation rates because of thempanizs

act 2013. However this is likely to be offset in the subsequent three quarters so oyearfull
basis we see our depreataticharge not at all changing compared to the previous depreciation
rates, only in the first quarter it has gone up so it will actually come down &bilittle the
subsequent quarters on the existing block of assets. On the other income that hasagohe up
because FOREX gain is included now in this line earlier it used to be a snlier dind it

used to be a part of our other operating income. But as per the requirements of theesompani
act disclosure requirements it's required to be reported thedine other income having said
that we firmly believe that it is almost as operational as anything else fecasade this is all

FOREX gain on our trading account so since 50% of our sales are imported goods we have
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learned to live with FOREX gainsid losses as part of our business model so in that sense it is

operational however from a reporting point of view it does come under line otoene.
So it was earlier part of other operating income?

It was a very mall figure in the past so it was part of other operating income in the past. Now
of course everything have been restated previous years’ figures have batend @stwell but

the extra impact this quarter compared to say the same quarter last yeamilid2gain.
Okay, so this quarter how much was figure sir?

140 million.

So last year it was a gain of?

15 million.

Which was part of other operating income?

That is right. But now which is reclassified also as other income.

Thank you. The next question is from the line akini Narayanfrom CatamaranPlease go
head.

Thanks for taking the question. | had coupleeéstion, if | just go through your global annual
report it talks about the promise which the aerospace industry in India in pantifetarsome

kind of opportunity right and we have secured an agreement with HAL for almostl&® mi
order for three gars right. Now would you structure is it done by the, does the listed company

benefit by anyway in this transaction?

Hi Laxmi, no we don’t benefit at all from that because that is a direct contrasteérethe
produce and HAL.

Got it and there is another business which talked about major contract for arosiesing

bearing for shipto-shore cranes is that listed or it is in the unlisted?

Yes, that is our contract.

That is an industrigbusiness right?

Yes.

And how may customers we have gained in the calendar year 2014 new customers?

I won’t have that number off hand here but I will send it to you Laxmi if you want.
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Gotit. And there is one observation in the annual report which called aboutesugudiit and
there are significant deviations in India and it's amongst the highest ifloauat your
Europe, US, China any particular reasons why there are deviationssimpipleer audit or is it

just more kind of hygiene things which some of the suppliers in India didn't make up, the
reason why | am asking this question is that, if | just go back to your globsd¢ration
sometimes in September 2014,.etctalks aboutindia as a large supplier location for the
global SKF right. And this also mean a lot to just understand about how supplier basa in Indi

in general shaping up.

So we had problems with our supplier base in terms of their ability totheedemand both in
terms of quantity terms as well as we began to see some policy pradtl¢hesr end and it

was becoming difficult because we were not willing to accept anything othremihat we
wanted because there is a procedure by which we cotudllgcsay okay this we except but
with deviation and we took a stand saying no we will not, you have to supply whaante w
And coupled with some liquidity type test that was generally prevalent in the tnthese
supplier faced lot of problems in termitheir ability to showcase their capability and manage
their capacity as well. But we didn’t say only this, what we did was we said firieayou

can’t do it is one part what | want is another part and we need to find a way to bridgethis ga
so we laupohed a very ambitious program with them Vikas Saath Saath along with @HrCe

of Excellence and | am very happy to report to you that what started out just to give one
example what started out in the month of Januarwhdre in that one month alone wast

over 1000 hours of production in Pune factory. We have bought it down to zero by end of
December so that has been the wazgy focused worked that you have done with these guys.
And with this also we reduced a lot of their ¢a&tt.,so it has been a, yes there as a problem to
start with but | am sure that next year in the same report we will read thatupgiges base is

fine.

Got it. And also there is something which we keep hearing that lot of multinatiomplanies
want to realy improve the quality of supplier in general around, now as you say compared to
the last two years and so on. So you are seeing number one, are you sayirgdbatity of
supplier as well as the qualities processes which SKF wants to have on sugppliatso

coming in?

Yes. So the key issue is, if this is about change management these guys andothiat as1y
organization for with multinational or a local supplier anybody change managenafficult

and | am very happy to sdlgat after we have demonstrated that it is possible to do what we
are saying they have risen to the occasion and they have all, without exceptibaael
implemented the modification that was required because qualities also a ipareeyt the
perception of India quality versus a German quality is not same. Same partwisdvieery
differently in India and Germany and we are very clear for us it only oneasthne are not

willing to have two standards.

Got it. And exports is around 8% may | know what products are getting export and which a

the markets we export to because SKF sometime back you mentioned yos\abmtyo have
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a strong local presence and various countries will also have the same mandateesdonve

actually export?

We export mainly to European car makers mostly in Germany and Swedens Wliere we
the car and auto, not only car, car and truck makers so that is where we selldowtspto.
We also export some amount to the same companies but for their operationsSiouiay
America and a very small part that is we are beginning to focus now is the afermaxorth
America.

Is it the hub bearing units type of thing you actually export predominantly?
Yes, products are different but it's mostly taper roll bearings.

Got it. And how does it compete with other locations because in Indonesia you have set up a
bearing center in China you have multiple center so how does Indian export coritipetew

other Chinese or how it is decided?

| think we are reasonably on a level playing field you can always pick or chosg%4 jpoint

here or there but fundamentally it is same because.

Is it that internally it is bagkeon cost or something that you compete with the China SKF and

Indonesia SKF?
Some of these types are such that we are the only producer for these types ndyv global

Got it, and just one last thing. There has been lot of organization restructuring aficbial

level right. So do one look at it from the Indian going concern perspective?

Yes, there are changes at the global level and some restructuring in India as wething

that is eaft shaking not from a structuring point of view. We have just decided that we would
like to, we were earlier having a different view of the industrial market foom the OEM
perspective and another one from the end user perspective which is the distribdtiGute

we were just decided that we want to run it as one unit so that is the broad décitsioast
been taken. At global level it also means that some of the other business that ivesl digu
GBC, PEERand Kaydorthey all get bunched up under agreup but that doesn’t impact us at

all in India we are not affected party and listed entity certainly now. Andwbat has
happened is that this has allowed us to do some of the thing that we have been wantiag to do t
create a more customer centric organization and createganization much nearer to the
customer, we have decided to work on little different structure and matrisnfich more
empowerment out in the front rather than at the back. And so on, so | only believe thét this w

make us moveavith higher speed and closer to customer.
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Laxmi Narayan: One last question, what are the other new industries we are talking about fpltee$&h is a
dominant supplier to lot of coal fired plants across the world. So is the powar seetof the

sectas which will be a large amount of revenue would come from for Indian.

Shishir Joshipura: Well the way it works is you are right, so we have several solutions to offaeterergy
segment both for renewable and coal fired and as an when India starts to build thelnew coa
capacity of course we will get involved already we are involved with mérlgeon and as
capacity starts to build that augers well for us.

Moderator: Thank you. The next question is from the line oh€etGulati from HSBC. Please go attka

Puneet Gulati: Thank you so much, well most of the questions are answered but | still have a falverNu
one is, in terms of your traded products portfolio how much would be Euro denominated and

when you do contracts with your customers is it in Earms or is it Rupee terms?

Shishir Joshipura: Puneet our contract with our customers by and large is in rupee terms anlesy special
product which has very extended delivery beyond six motatteight months then it gets
indexed to the Euro rate. That's to answer one question and as Mouli has said in the past a
significant amount of our imports which we get out of Singapore is denominated in sapees

we don't take the risk on the foreign exchange side it is the external entitgkbathe risk.

Puneet Gulati: Right. Secondly your other expenses also seem to be little higher this gigessible to get a
sense of what exactly would be the breakup between if one were to call it frerdegpense

and the variable other expenses.

Chandramowli Srinivasan: Actually the only really big item of increase in that if you compare ihéosame quarter last
year is the change in excise duty on the closing stock and opening stock diff¢hands the
only thing otherwise rest of the expenses are stregactly in line about 80 million is the

differential impact of excise duty change on opening and closing stock that is al.

Moderator: Thank you. The next question is from the lin&sahdip Tulsiyarirom JM Financial Please go
ahead.
Sandip Tulsiyan: Sir | have one question regarding one of the board meeting approvals for AGM where ther

were some transactions between SKF Asia Pacific the Singapore based relaten gnoampy
and SKF India, just wanted more clarity on this does this open some new thiglasnew
kind of an agreement between the Singapore entity and India regarding some imgdorts a

exports transactions or is it just a business as usual and this thing hasnesesdrafter.

Shishir Joshipura: No, this business as usual as you know that almost about 60% of what we impoit end se
India comes from our Singapore warehouse and the balance 40% roughly contlysfidirac
the factories. Essentially Singapore access a warehouse for all fast ritewisgwhich are
sold in Asia so all the fashoving items which we need from an imports points of view we get

from Singapore and the others which are slightly more longer lead time andtanaeey
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specific customer specifications are bought from direct factories.onhe reason, so it's
absolutelybusiness as usual there is nothing different about it. The only reason it comes up for
an approval by the shareholders in the general meeting because it crosseshbélthmat of

10% which is now required 10% of turnover transactions above thadgiatty transactions

need to be also approved by the shareholders that is the only reason it comes ugeatherw
absolutely business as usual.

Okay. And the reason it has crossed the threshold is have we started.

No, it has always been at that level the new companies act is the first time it leagpctmat it

needs a shareholder approval it's nothing new.

Thank you. The next question is from the line BdsudebBanerjeefrom Antique Stock

Broking.Please go ahead.

Thanks sir. Most of my questions has been answered just on the way of lookingegethesr

on a year on year basis you said it's broadly flattish but just looking from a sedjuenti
perspective where truck volumes thisarter has been pretty much fine and you are saying that
the industrials and renewal segments have been fine. So where this disconfraosbb%b
contraction in revenue on a sequential basis is it just because of tractanedrat been some

loss inmarket share or something else?

No, on a sequential basis even our industrial markets actually was lower tlés querpared
to the immediate preceding quarter so it's not just the automotive marketrdra€tcourse
came down, truck came down. Basically we had a weery strong last quarter last year so
compared to that it has come down a little bit, but otherwise automotive of counseuotis
and tractors are down in line with the industry, cars has been flattish, evelftet market
generally the first quarter is not our strongest quarter the fourth quarternsally the
strongest quarter so that was down a little bit. The two wheeler markeedadlat and as |
said the industrial market we had good sale in the lastequespecially in the industrial
aftermarket so it's that kind of thing. Exports actually grew by about 32%qtmster
compared to the previous quarter sequentially.

And if | look at your gross margin has improved by almost 100 basis points this qoater s

specific reason behind that or traded goods makes us come down slightly or ankghtingtli

No, if you remember, if you are talking sequential | assume. So if younreerethe last
quarter results when we explawe explain that it had a onetime charge of about almost 100
million on account of increase in cost of gratuity because of the discount ratg hawed
sharply downwards therefore the present value of the future liability had gone iyat 8@$

a sat of a one off event last quarter so that is not there now and we are back to even.

No, sir at a raw material level, gross margin level.
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Shishir Joshipura: Okay there, yes partially the Euro depreciating that has helped a littleclgtjda levels have
improved a little bit, material cost in the domestic market has come down a little ib& s
influence of all those.

BasudebBanerjee: And one thing sir like as you said industrial is contributing around 49% what peyeeofta
that will be traded presently and how much of the traded is sourced from Ahmedabad as of

now?

Shishir Joshipura: Roughly about 85% of our industrial is traded. And within that | wouldn’t have lgxhet
split of how much is Ahmedabad but Ahmedabad is still neérg big figure though it is

improving it is increasing all the time.

BasudebBanerjee: So 1520% will be?
Shishir Joshipura: Honestly | wouldn't have the exact figures with me right now but in that range yes
Moderator: Thank you. The next question i the line of Ashutosh Tiwafrom Equirus Securities

Please go ahead.

Ashutosh Tiwari: Sir you mentioned that railway RDS has asked you to submit some localizationsplan,
currently when you are supplying the bearings to railway are they importeéchag or you

manufacture in India only and how would this impact basically going there?

Chandramowli Srinivasan: No. So there is a mix of bearings some we make in India already, somel e mihking as |
have talked in the past also to an earlier answeast a freight class bearings that we will be
making in India starting second half of this year. But there are still sdried \are imported
and in connection with that so what | am trying to say is that Railways is pushingKerim
India they are not, so they are asking saying show us the plan by which everythibg wi
made in India, now it may not be possible make everything in India but we arimgvorkit
and a lot more railway bearings will get localized to India.

Ashutosh Tiwari: So currently viaat proportion of our supplies are being imported to railway.
Chandramowli Srinivasan: Quite a lot, right now based on what we supply almost more than two third is imported.
Ashutosh Tiwari: So can this impact us basically if they are asking for locadizatnd other players probably?
Chandramowli Srinivasan: No, we are importing and selling because nobody makes it in India so that is obleanpr

Ashutosh Tiwari: Okay. And sir about the mining presently we are seeing more traction overbéeause of
this coal allocation and also ramp up plan of coal India so how much contribution for us comes

from mining side and what potential we see?

Chandramowli Srinivasan: Right now mining is at the stagehere of course the licenses have been given and lease have

been allocated so the next level of actiigcause you probably know mining operaiasa
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contract basis so they have to go ahead and contract with the companies thaualijl dot

the digging and bring in the fleet of vehicles and equipment’s drtbeaktuff and that they

start operating so, it's a cycle which has a playts own and that we have to increase in
backhoeloaders and the 20 and 40 torsyewo popular models that all these -biffhway

vehicle companies make. So, once that goes ild#p then obviously. it has already seen

some uptake but just to given an idea so from a number of 5 they have gone to 10 but the
number that was before the slpigame was operating around-39 so still away from where

it is but it is showing an increasitigend.

And we supply basically in this mining segmdrdm loaders, dumpersand dodgersve

supply for the OEMs or more supplies to replacement for the mining company?
Both.

Thank you. The next question is from the line/afbhav Daverom Motilal Oswal Securities.

Please gahead.

| just had one question from my side. So going forward can we expect any CAdPfitxg in

in any businesses?

Yes.

So what will be the amount for the next two years how much do we expect?

Our last year Mowli correct me if | am wrong we were about 30 crores expensg=salast
40 crores.

40 crores and as | have said in the past also that for us there is no CAPEX requinement
either the land or the building. So two major costs are taken out on the CAPEX hueget s
only have to put up machinery and we plan to spend similar even higherntH&veglear

compared to what we did in last year.
Okay. And that would be for which segment like the auto or industrial?
Not all, but most of our CAPEX would be focused on automotive.

Okay. And in terms of thexports how big is the market that you all can actually capture so is

it a very smalhascent markadr there is lot of competition?
No, all of that you said is true but the same time it is also in exports our pragecisch that

if | go to an OEM which is where the volumes come from then OEM has to agree foarthat

to be manufactured in India. And that’s the longest process.
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Vaibhav Dave: But are we looking in those lines because at the end if you get aligned in exports ashibat ¢
a big scale up that can happen.
Shishir Joshipura: Some scale up will happen but as | was telling to an earlier answer as well, @ipglaty is

make locally for local markets and SKF is present in many countrieespedtially those
countries where there are big opportunities of this large operations so respedific case
for us to make it as Mowli was mentioning earlier either because we anelyirgame in town
in terms of people who make that product line or we really have a huge costaagvaver

somebody else and that would prompt the action drikien.

Vaibhav Dave: Okay, and | am sure any revenue guidance for this year?

Shishir Joshipura: No we don’t issue any guidance.

Moderator: Thank you. The next question is from the line of Pritesh ChfredaEmkay Global Please
go ahead.

Pritesh Chheda: Sir some clarification from initially answers that you gave. Sir @ndirrency side you said

that the imports that we do and the export that we do is rupee denominated which means that
we do not have either any tailwind or any headwind on account of currency appreciation,

depreciation.
Chandramowli Srinivasan: No, | don’t think we said that so let me clarify.

Shishir Joshipura: Mowli let me clarify because | made that statement. | saidhwert from Singapore and also
in addition to importing goods from our other factories globally. What we impom f
Singapore is largely denominated in rupees, there is no statement on the expdtosilie

you can clarify now.

Chandramowli Srinivasan: Yes, so on the export side we export in hard currency that is not in rupees. On the imports as
Shishir said the Singapore imports which is about 60% of our imports that is in INRsttbé re
the imports are predominantly Euro dominated not so much diblainated predominantly

Euro dominatedHave | answered your question sir?
Pritesh Chheda: Yes. | will just clarify on this the entire exports is largely Euro denominated?
Chandramowli Srinivasan: Correct.
Pritesh Chheda: And on the import side about 40% is Edenominatd.
Chandramowli Srinivasan: Correct, predominantly Euro dominated.
Pritesh Chheda: Plus whatever is on account of the royalty payments which also should be Ew?o right

Chandramowli Srinivasan: No, the royalty is calculated on the Indiatesavalue so that is rupee liability.
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Okay, again that is rupee payment.

That is just converted into whatever currency on the day of exchange so we ca®@REX F

risk on the royalty cost.

Okay. Andsecond what is our FX management policy considering how do we book forward?
We do not do any forward we leave it on open account.

So the occurrence of an FX say in the other operating income is outcome of?

Is an outcome of the difference between the rate at which an invoice is booked when we buy

and the rate at which we pay when we pay.

Because it is open.

Because it is open correct.

Okay.Second what is the utilization levels currently in dperations?

We can roughly pump up at least another 15 to 20% more from our existing fatifitezm
this is on an average figure | am giving, some product lines may be differean an average

we have about 15 to 20% more that we can produce.

Okay, and last | wanted to check on the outlook side your comments on the industsial side

showing some traction in few areas was your comments for the quarter rmightser

That is correct.

Do you see a case wheymbably this is a year where industrials might grow faster than Auto?
As is said | wish | had a crystal ball to see.

But your fair guess?

It's a fair guess.

Okay, and the derivation of that fair guess is that industrials haver Elementof trading
component?

That is right.

Where the margins are slightly lower.
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Yes, butagain to clarify the question was do we believe that our business ratiosamigecin

any significant directions. | don’t know.
Okay.

Thank you. The next question is from the line of Mukesh Sewaf Spark Capital. Please go
ahead.

Thank you for taking my question. Sir first thing is, in your accounts you mentioned abo
your, in the revenue breakup you mentioned that out of the industrials business, now &bout hal
of that is aftermarket and half is OEM and | think last year entirely you were broadly
mentioning it to baéwo-third, onethird that istwo-third towards theaftermarket and one third
toward the OEM. So has that been a significant shift nowntbehird, onethird have becom

50-507?

No, it has not actually shifted but the only thing was the organization watvt#tird that

we mentioned as the aftermarket there was a fair bit of amount which wasialdDEs as
well but that was just under the organization of the aftermarket so when we noviéaeavt
reorganization where we have a split between aftermarket and OEMs Wieadipe figure is

really half of it. | was the same even last time actually.

Okay, so it is just a way now you are reporting it rather than having any @syesir margins
or anything like that.

Correct.

And sir in the last quarter that is the fourth quarter of CY14 you had mentioned that you had
entered into some businesses whigdre actually very strategic in nature but which might
have gotten you lower margins because they were strategic and you wantethtto gbbse

lines. Are they done with or even in this year this first quarter you have done sanesbusé

that sort.

Some of that carried forward into this quarter but now they are done with.

Okay, so would that have been one of the reasons why your gross marginé rzoe &tiine to

the level of first three quarters of last year?
Partiallyyes.

So broadly once this is done we can probably at least assume or expect ggiss toar

improve back to those first three quarter levels.
Yes it depends entirely on the mix of sales that happens in the quarten gts.

Sure sir, the mix yes but if | look at the other elements like.
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Shishir Joshipura: As | said some of those strategically lower price orders so that is over now.
Moderator: Thank you. The next question is from the line of Shradsimethfrom Edelweiss Please go
ahead.
Shraddha Sheth: Hello sir. Sir wanted to know any other segments where you are seeingofaktp with the

new government at the center emphasizing on localization. As you higlligaidwaysis one
of the segmestso any such areas where you are seeing much faster push from the government

to scale up localization?

Shishir Joshipura: I think defense is a segment where they are pushing very hard but defeasts paje time so
it's a compeéxity of the project but that is one more area where they are pushing very hard on

Makein India.

Shraddha Sheth: Sir so any meaningful segments where we could see our target of lécalfaster than what

we could have originally anticipated?

Shishir Joshipura: No, not from a policy perspective, policy drivendirectivedriven from customer end would
only be where government can direct so which will be public sector whRAiliwaysin this
case as | mentionezhd defense in a little midterm kind lodisis. Other than that | don't think
there is any directive driven change, what has to then happen is only mhaskdtwould call

as market dynamics related change and that is something that we still hatreets wi

Shraddha Sheth: And sir hence what isur target for localization for our company probably next five years

down the line, next 10 years down the line?

Shishir Joshipura: Shraddha | am unfortunately not able to put a target out like that as 80% of my saées co
from local products that is nthe way we are willing to look at it. What we are saying is
there is a business case to localize anything we will, now traditionally if itaugomotive
product it quickly gets localized because the volumes for everything is orgtrex Bide there
is no need for you to worry about volumes whereas on industrial side because it is very
specific very custom build, volumesay take time and then the equations have to kick in in
terms of if there is a business case. So whenever there is a business wvalsenalee it in

India.

Moderator: Thank you. The next question is from the lineGifinmay Gandrefrom Dalal & Broacha

Please go ahead.

Chinmay Gandre: Good morning sir. Sir you mentioned initialfizat Railwaysdid not do well in the current

quarter any specific reason?

Shishir Joshipura: They just reeled in all expenses. It generally coincides with the last quatter fidcal year

for the government because budget start to run out by then so.

Page 15 of 22



L=} <t o

Chinmay Gandre:

Shishir Joshipura:

Chinmay Gandre:

Shishir Joshipura:

Chinmay Gandre:

Shishir Joshipura:
Chinmay Gandre:
Shishir Joshipura:
Chinmay Gandre:
Shishir Joshipura:
Chinmay Gandre:
Shishir Joshipura:
Chinmay Gandre:

Shishir Joshipura:

SKF India Limited
April 24, 2015

Okay. And basically last year you said basic&8ilwayshave done quite well so just wanted

to understand and now also we are saying Raliwvaysshould do well so let saRailways

grew at x% over last three to five years and now we are expectingdrggow say aX + Y%

going ahead, this is basically because of the focus on by the government on modermidation a

can you throw a bit light othat?

Railwaysrequirement is broadly in four parts and so one is what happens with thetoas

the engines and stuff like that, second one is what happened with passenger coatliss, thi
what happens with freight coaches, and last but not the least is the metro sebitiens still
very small and up and coming so vemry small metro ah on the other three within
themselveshere iswhat | would call as the new requirement so there is a new locomotive or a
new coach and then there is a requirement for replacement bec&Raikvimyscase there are
mandatory replacement§o today alsoRalways lot of their requirement is based on
mandatory replacement and not so much on new built. So as they start to moderoslybvi
the new build has to go up. And if the new build goesthpn that will be added and as | was
mentioning earlier théOFC decision is taken that they will go for higher freight carrying
capacity because the tracks are already laid for that, then that will obviduslyige to

completely new set of trains.

So when last yedRailwaysdid quite well for usSo the new build kind of orders increase for

us, just wanted to say like on ground are we seeing these things materialiaelers for us?
It should but it hasn't yeThegovernment has just talked about it but they need to do it.
And secondly sir in the Annual Reparbur purchases from SKF Technoloigyroughly 83
crores so broadly if | understand it would be primarily related to wind right andwouid be
towards MHE right?

Material handindRalways as | mentioned earlier.

Okay,Railwaysalso is so strong.

Lot of our aftermarket bearing for cement and paper and all.

FromSKF Technology am saying.

Yes, so they make bearifRgilwaysis sourced.

So doSKF Technologynakes CRB and SRB?

Yes, that's what they make.

And just one clarification do we manufacture in the listed entityvtheel hubbearings?

Yes.
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Thank you. The next question is from the lindRaighuNandanfrom Quart Capital Please go
ahead.

Thank you sir for taking my question again. Sir on the market share how hasreanteen

sir?

We haven't seeany shifts at all. Still we don’t have the data yet do not have the data yet for
the first quarter ending because the data gets shared somewhere middle s Meaywill
know it then but as of now | have no reason to believe that there has been antibbercep
shifts in markeshare

But how was that for last year sir for 20147

Remained unchanged for us.

So we would be around 28% if | remember correctly.

That is correct.

And sir strategically lower price orders were mainly in which segment sir?
There were couple on wind and | had one or twd~faitways

Mainly in the industrial market yes.

Thank you. The next questigmfrom the line of Krishn&umarfrom Sundaram Mutual Fund.

Please go ahead.

On theRailwaysside you talked about the four segments that you are looking at so are we
present in all the segments or is there only few segments that weatlaok theRailways

business?

We were not present in the freight car business at all, but as | was menttuatirvgetnow
have the first contract so we will start moving to that segment from séatfnaf the year.

And theother ones in terms of coaches and metros.
There we are very much present.
And what were your market share sir in the existing rail businesses?

| have said earlier that almost 60%Rdilwaysbusinessdday in India is freight car business

where we were not present. Off the rest 40% we are almostbaeé
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Okay. And in terms of two wheeler bearings are you seeing incremental t@@mpiom

players like FAG in the market place?

FAG no, it's a very competitive segment that | would agree but | don't see amasec
competition from FAG that is not visible.

Okay. Do you share some color on margin profiles of the trading busineassigsigshe

manufacturedusiness?

No we do not give out different margins of course trading margin will be lower Hean t

manufacturing margin because they have to comply ithsfer PricindPrinciplesso.
But ROC basis would we make the same kind of return ratio?

No, it's a limited risk distribution margin so obviously we don't have the capitpl@yed for

trading business so obviously the margin will be lower for that.

Fine. And in terms of the exports how do you see the traction in terms of pjfpelieens of

projects that you are working ®is there good traction that you are seeing there?

Export market, it's two parts one is what we sell to GHid that very much depends orwho
those OEM do and you can appreciate that we are not a significant portion of those OEMSs in
terms oftheir overall outlay then don’t, we have to depend on what volumes happen but we are
present with all the leading guys likeoMswagen Scania Volvo so we are not, so in that
sense we are in good company. Having said that there is also the aftermarlezit selich

we are trying to now make sonmroadsinto this year onwards into another states. So first
year we will see how it develops.

Thankyou. The next question is from the line BfiupendraTiwary from ICICI Securities.

Please go ahead.

Actually my first question is on the services business so actually eradted with one of our
competitor who has a good service portfolio and who is actually looking into expand so was
talking about that SKF is also into spindle repairs services if | am motgwSo does it come

into SKF India or SKF Technologart?

SKF India.

And just wanted t@et a sense how are we planning in terms of services business going ahead

or will it be a very minimal also may be three to five years down the line.

So as | was saying the value that gets associated with service revenues dileathut what
happens is when | go for spindle repair there is a high amount of precision bearing reguirem
now that is not counted as service revenue hyitissproduct the revenue. So that is one,

number two is we are very focused on expanding this asiae | have said in the past and
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earlier answer also the solution factory concept that we have got, we now have tue \aitid
be inaugurating in this summer one moreamshedpuand we are still evaluating whether we
should have one more in Southipéia.

Any new services line that may be we will try and bring it from the parenttfofio?

We are evaluating whether we look at remote monitoring, case isvegrystrong in that
globally and we have just commissioned our first proto in India and we are watbling t

results and then see how we can get it.

Okay. And sir my second question would be in terms of competition so are we $aciey
kind of price competition frolfAG overall just wanted tget a sense because that is the kind

of feeling that we got from one or two of your competitor.

Competition is always there so the intensity changes from time to time and tlsataggat of

life.

That is right | just wanted to stress on the price cutting if its’ happening on that and may be in
terms of expanding market share is it done or its’ just one of case thaigivewould have

heard?

| don’t want to comment on what they wantdo bu as Mowli sad price competition is a

daily thing.

Thank you. The next question is from the line of Apukuamar from Jefferies. Please go

ahead.

Just one clarification first, on the auto’'s part what is the break up between &@&M
replacement demand?

Roughlytwo-third is OEM and one third is after market within automotive.
Okay. And sir there is this news that GST is going to start some time Ap6] Pust wanted
to understand do you saay impact of that on the replacement market for bearings market in

India.

No we don't see | think what will only happen mainly is that the complex structurevéhat
presently have or having many distribution centers around the caumirger to cater to local
billing requirementsof everybody that will come down and it will t@me a much more
borderless market across India. Across the different states of Indma tlsat isense it should

help the total market that is all.
Okay, but no specific benefit for the organized market at least in the bearingtPark

No, we don’t see anything too much in that respect.
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Thank you. The next question is from the lineHg#fmang Kapasirom Canara Robeco Asset

Management. Please go ahead.

It's regarding exports actually. Since Euro has depreciated quite shamphstagarious
currencies including INR and most of our exports are in Euro zone or Euro denominated
currency, is our competitive | would like to put it, is India still competitive in seoh

exporting to Europe that is the basic question.

Yes we still are from a cost point of view we are still reasonably ctitimpe plus as | said
some of thaypes that we export to Europe are those types where we are the only tuaufac
of those types so in that sense as long as there is a demand for those types abritlad we w

continue to be able to export.

Just to add on to that do we get orders from a parent, it's a linkage throygdreéheor it's a
direct OEM?

No, the saleslwayshappens through an SKF company in the country where the customer is
so the customer pacing is always the local company in that country just as ke &veat

facing for the for the imported bearings business here in India.

Thank you. The next question is from the lin&afthik Mehtafrom Sushil Finance. Please go

ahead.

Thanks for the opportunity sir. Sir what could be the renewable energy contributaur i

overall revenue?
In the first quarter it's about%% of the total revenue.
And is it kind of annualized or @uld be even better?

Well that depends, little bit industry has tended to be seasonal or cyclical pméod of time
so we have to wait and watch whetktgs will sort of remain at this leveThefirst quarter of
last year also it was 5% and then it tapered off a little bit towards later half pédhao this
does follow a little bit of seasonalityclicality both.

And sir what is oumarket share in the renewable energny idea?
Shishir | wouldn'’t be able to comment on that.

Of course it depends on how many turbines each maker of technology make. Wesarg pr
today with 68% othe assorhent.

Okay, now sir just wanted to know what could be the ovenallstrywide unorganized

bearing maketamnarket size right now?
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Shishir Joshipura: You mean the  54.5%

Karthik Mehta: No, for the entire bearing industry? Theorganized markers market size, or their market
share.

Shishir Joshipura: About 10%.

Karthik Mehta: Okay, so 90% is organized makers.

Shishir Joshipura: Yes.

Karthik Mehta: And has this ratio moved at a reasonable pace in the last couple of yearsneorss dr less
static?

Shishir Joshipura: No, it's more or lesatthe same level.

Karthik Mehta: In the industrial OEM which are the major pockets where you see there is sath@ntior
your servicing and filling some positivity?

Shishir Joshipura: Material handling of highway vehicle.

Karthik Mehta: Okay, you consider them all together in industrial OEM only.

Shishir Joshipura: Yes.

Karthik Mehta: Okay. And sir one clarification from your comment you said that no Indian conipamgking

Railwaysbearirgs in India so even that American competitor is not making the bearings in

India for Railways they are also importing?

Shishir Joshipura: No, they make a freight bearing whighwhatwe are goingo make.

Karthik Mehta: Yes, freight bearing right.

Shishir Joshipura: No.

Karthik Mehta: And you mentioned that 60% of tiRailwaysbusiness is freight and 40% is like coaches and

locomotives or metro right. So out of that 40%, 60% is your market share?
Shishir Joshipura: Yes.

Moderator: Thank you. Ladies and gentlemen due to time constraints that was our last quiegtiolal

now like to hand the floor over to M¥ijay Chaudhuryfor closing comments.
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Vijay Chaudhury: Thank you. On behalf of SKF India Limited | would like to thank you all for joining us today
in this conference call. Should you have any further question for the nmasaigkindly drop
me an email atijay.chaudhury@ SKF.commHave a great day ahead.

Shishir Joshipura: Thank you. Byebye.

Moderator: Thank you. On behalf of SKF India Limited that concludes this conference. Thanlowyou f

joining us and you may now disconnect your lines.
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