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Moderator: Ladies and gentlemen goathy and welcome to the SKF India Limited Q2FYR&rnings
Conference CallAs a remainder, all participant lines will be in the listetly mode and there
will be an opportunity for you to ask questions after the opening remark concludesl @houl
need assistance during the conference call, please signal an operator hy fitegsn‘0’ on
your touchtone phone. Please not that this conference is being recorded. | now hand the
conference over to Mr. Vijay ChaudhuryHead of communications, SKF India. Thank you
and over to you Mr. Chaudhury.

Vijay Chaudhury : Good afternooreveryone. | will like to introduce the SKF management for joining us on the
call today. With us we have today Mr. Shishir Joshipukéanaging Director for SKF India
Limited along withMr. Chandramowli Srinivasan who is the Finance DirectorSi§F India
Limited. | will now handover the conference to our Managing Director, Mr. Joshipiuoa
will discuss the highlights of Q12015 results for the company. Over to you sir.

Shishir Joshipura: Hello, good afternoon everyone. So the quarter that just ended wansawonomic activity
which in some segments was beginning to show sign of revival but in some otliens in
different direction. Sat has been a mixed bago the nemovement wagsimostsideways.|
am sorry if you have little bit of background noise because | am calling yowaftarapital, so
please pardon the background noise. So movingversaw more or less flattish kind of stuff
in fact little negative on the overall industry segments amdhwae particular reasons that led
to our performance on the topline we are okay but on the bdittenas you would have seen
there has been not such healthy growth and the reason for that has been that \ive dineckac
issues in the last quartee faced Onewasthe price mixthe mix of the produdhatwe sold
was not very favorable, more loaded in favor of industrial compared to autonWwtvead an
issue offoreign exchange which moved very adversatyl third was we took a decision to
liquidatesome of our inventories that we have buiitin quarter one and that led to a lower
operation for our factories and thebeeecombined factors led to the performance that is in
front of you. | will be open to any questions as well as my team and will be happyter ans

that, thank you very much.

Moderator: Thank you very much. We will now begin with the question and answer sessionirsthe f
question is from the line of Raghu Nandan from Quant Capital. Please go ahead.

Raghu Nandan: Firstly can you plese share theevenuemix, also our revenue growtbeems to lack that of
peers.Have we lost any market share and if you can throw some light on which segneents ar

doing well or worse for us thatould be helpful.

Chandramowli Srinivasan: Yes, so | will talk about the figures first. So our automotive shlissquarter wag1% of our
total sales, exports ag 8% of total salesl say that in the same breadth because exports are
primarily automotive. Soif you add the two together, then including exports which are
predominantly automotive 49% of our turnover came from automotive and 51% came from
industrial. The same figures in the previous quarter that means the inehegisceding
quarter was 43% automotive, 8% exports and 49% induamlif | takeinto Q2 2014, one
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year back, then it was 44% automotive, 9% exports and 47% industrial. So It réfe
change in the mix between automotive which is primarily all manufactured gadls
industrial which is predominantly traded but thexessome part of manufactured as well there

but predominantly traded. Shishir, maybe you might want to takeover.

So | believe that we have no grountdssurmise thathere is any loss of market share per se.
The segments that we serversus the segments that we are strong in and the segments that
grew is a different story and | think that has been the one reflection inveaidrhere is also
some minor movement but | dwt think they are the substantiahe in terms ohow the mix

has movedbetween theutomotive guys you know two wheelers was alnfiagtish growth

during the quarter but the cars grew well, but we are not so strong in cavgeyate now
working, we have some contract that we a@king up on but those will happelin the
coming quarter. So certainly | sedile there was a growth but it wast robust enought is

still very small numbers.

On the railway side where we are reasonably strong, for one reason ortleehailways

buying has been deferred, we havatcacts as we go and only towards the month of lwene

have started to see some movements in railways, so we will see trgafaerard in the next

half of the year we will see stronger growthrailwayssegment as well. We have done very
strong performaces as far as industrial OEM segment is concerned. We have made some good
inroads with these OEMS. | have talked about it even in the previous calls éhahwe
worked very closely with some of the guys like in constructiohighway, CNC tools and
someresults are visible to us now in that segment and as this segment start to do wairé am

that we will be better.

Renewable energy has also done very well for us,gharter compared to the same quarter
last year our renewable energy sales have gpniey 70% and given the fact that renewable
energy as a segment hardly grew. This is a significant gain for us.

How big is railway segment for us and also in the aftermarket is there anydelow or

postponement of demand which is also intipacus?
Could you please repeat your question?

Firstly how big is railways for us?

Railways is about 6.5% for us right now.

And how much was it this quarter, sir?

This quarter only | am saying.

Okay and sir in aftermarket has there been any slow down or postponement of demand or slow

growth which is also impacting us?
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Shishir Joshipura: I think it has somarrangementstill we seemetalsmine, we ardinding a little bit of quality
movement ommetal especially is lot negative that steel and coppeitasahotaluminumand
we have seen lot of negative movement in that segment, so yes you ar&eighhas been a
slowdown in the activiéis in both segmestwhich are large enaser consuming segments for

us.

Raghu Nandan: Okay and sir like within the other income does it include BOREX gains, last quarter |
remember we had substantial gains there?

Chandramowli Srinivasan: That is right.So last quarter we had substantial gain. This quarter we actually have a small
FOREXIoss. Sothe swing betweeROREX gain toFOREX loss is to the magnitude of 200
million. | think we had 140 million of gain last quarter. We have660million of loss tis
quarter. So that is one of the reason that between Q1 and Q2 our result on the bottave line

swung the way it has.
Raghu Nandan: And this loss gets booked in the other expenses?
Chandramowli Srinivasan: That is right.

Raghu Nandan: And sir like RMto sales is higher on ®-o0-Y and Q-0-Q basis, that is mainly because of

adverse mix more towards industriabuld that behe casesir?

Chandramowli Srinivasan: More towards indusial which therefore also meamsore towards traded. So our traded to

total sales ratio has gone up from 40% in the same quarter last year. Thes it|isga#3%.

Raghu Nandan: Are we seeing any benefit of fall in steel prices, | assume that is one of theamaiaterials

for us?
Chandramowli Srinivasan: So we are seeing some improvement on the raw material cost on thatdsont
Raghu Nandan: I mean would it be fully booked in the current quarter or would it come in the...
Chandramowli Srinivasan: Some more would come in the nepiarter as well.

Raghu Nandan: Other expenses kagone lowery-o-Y andQ-0-Qand even depreciation orfao-Qbasis has

reduced from 16 crores to 14 crores. Can you just throw some light on the same sif, thank

Chandramowli Srinivasan: So the other exgnse is actually, as | said before it includ&3REX loss of 6 crores this
quarter, not thee last quarter. In spite of that has come down mainly because of lot of cost
cutting exercises that we have undertaken, so that is a good thing that, weudiduld say.
The depreciation has gone down basically because of the adoption of theateewof
depreciation, so quite some assets got fully depreciated end of firstrdtsaife Therefore
there is no depreciation charge for them in this quarter. $ ydu see now in thquarter is
likely to sustain for the next two quarters, barring whatever little additiost we may do on

that some depreciation might come.
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Thank you. The next question is from the line of Lakshmi Narayan from CatarRéease go

ahead.

I have two questions, one on the railway side. Just to understand over the aars § you
roll forward to say 2020, how large railwaan potentially become as a percentage of our
turnover whatthe kind ofpotential isthat exist on tradkthat is the first question. Second on
the commercial vehicles and cars and two wheelers, are there any other furthemitypafrt
increasing the amount of bearing that was actually going in, for example Wwlen dre
various changes in terms of ABS or any other norm changes, daetudélly increase the
amount of bearing that actually go into either manufactusfrey commercial vehicle or a car

or a two wheeler. So these are the two questions | have.

So Lakshmi, taking on the first part of question, so big growth in railwaygected to ome
from three dimensions. One is what happens to the freight carriage. Sd kel the
government continues wommitted to DFCand yes we understand thaFOwill be reality
sooner than later. So if theFD starts to payout that is a big gain on the freight side. Now | am
talking from the railwayperspectiveSo obviously there will be a lot more demand in terms
of carriages anthe goods carrying capacity aniciins and engines and so on. That is one, the
second is the focus on safety, improving the safety of the trains, as therspedcially
passenger trainssavell as goods trains but more so on passenger trains where the focus on
safety would mean thatlat more condition monitoring has to happen for trawing stocks

as they run compared to none that is happening today. So that is a second oppdHenity.
third one will come although 2020 seems a little dreamy for that, but will émmethe high
speed train. As we go to higher speed obviously we need a completely differerdltgy to
manage. In fact, just now just about a month ago wieahahole day session witRDSOin
Lucknow and we were showcasing them that there is no train, no high sgeead the world
which does not have 8KF bearing and they were astonished to see that Hachuse
irrespective of the speeds from 1860 or 400 whatever km/hr everywhere there is af SK
bearing to present a solution. So that is one dimension. The second is of courseraswlou k
have said in the past aldmat sofar SKF India Limited was not playing in the freight market at
all but now it has installation of the TBU capacfty which we had the first order from
railways which will get deliveredhisecond half of the year. We will be in a position to start
serving the big segment of the freight requirement. Currently Indian marledtoist 60%
freight and 40% others and we a8 @nd 60%. So that is where we will start to have a gain
over a periodf time. So | am sure that by the time if we look at 20:20 or as in we are looking
at a 306:40% share comin§KF way.

So the overall market goes to around 1000 crores on freight right, that is tihernyoo

mentioned right, earlier?
Sorry come again.

The total market potential for freight alone in India for bearings, howe liarg, marketwise?
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Right now it is 600 crores.
On the trade andon-trade?
On the tradenon-tradeis 400.
So itis around 600 and 200

Yes, 600:40(and therit is likely to change because this is all existing market. So askke D
comes u@ndthe highspeedrainin fact | mean it is cmpletely different ball game then.

How do you go about localizing it because | remember | think in Q4 call you mentioned about
localization and you said thitis ill there is som€0:15:17) (Inaudible) you mentioned?

The important news is that Indian railways if yaant to be a supplier to them, without any
restrictions in terms of every tingd through a long approveycle on that, theonly once you
have to have what is called an AAR approval, Association of American &dsithat isthe
standardfor all the railways applications and o&hmedabadfactory is moving towards
getting AAR approval. So it should happen in next quarter, so we will be theAdxiRy
approved facility in this part of the world. So thatlwilake life very easy for us in terms of a

very quick localization forailway which currently can take anything betweeb gears.

In the next 34 years you intend to localize all the bearing that are going into railwaysd. Am
right?

That is substantiaNo, | would not pick up statement like that because somebody will catch
me four years down the line or whatever. But yes substantial portion of beaengsllw

localized.
Okay and other question on increasing of enough number of bearings or that going to...

Coming on to car side, so if cars go electric way, again it is a bad neus fbhen number of
bearings will go dowrobviously, then the engines just go away right, Glesoline egine is

much more (Inaudible) 0:16:42, but on the wheel side, on the wheel and application
everything will remain irrespectivef electrical or petr@umdriven car. So that is one. Two is

if and whenelectriccar happens, so Reva in India today and Tesla in United States both run on

SKF bearing so wejust have to waifor these assets

I mean there are some safety things thatamingup right, like say antock brakingsystem,

it is getting mandatory and so many ottiéngs.

That is on the car side. So that is more relevant to car, the elestsies gasoline engine
business. On the two wheeler sitleere is a proposal to move to ABS tgys for velicles
above 125 cc. The jung still outin terms of when will it become applicable because we do

notknow that yet. Tie current notification read017 but we dmotknow because there is still
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lot of what | would say dialogues going on between the OEMs and the governmehtst & w
the right dée and what is the right track etc. Bifitthe ABS does come around then it will
change thetrengthof bearings that they use rather than the number of bearings. So number of

bearings will not change, but obviously the bearings will beamengralizedbearings.
Which means that there will be a realization increase also that comes in?

That is correct.

Thank you. The next question is from the line of Punit Gulati from HSBC. d*tgaahead.

First of all can you give us a sense of how big is the railways as a segmgot Within the

industrial portfolio.

It is about 6.5% of the total sales | said, for exarifpleake this quarter alone.
6.5% of total, the full sales, right, almost 6 million sales?

Yes.

Okay and secondly there was some capacity addition happening on the passenget.car fr

When is that likely to get capitalized or commissioned?

So Punit that is one where | was mentioning about the three bearings and thatject pr

underwayand also we will go on full scammercial production end of next year.
End of next year, so December 20&t quarte?
Yes.

Okay and can you also give us some sense of whether the mix between NhandE

aftermarket has changed at all in this quarter versus last quarter?
OEM is about 54%.
If you can give a breakup between the auto and industry it will be great.

It is equal between both of them and it was 53% immediate preceding quarter. Somotho

change.

Punit just a supplementary answer to that question. We have seen a higher mavethent
OEM side compared to the aftermarket side and the industrial sidellypetiare you have
seen the growth coming in the OEM segment and it is a much hiipexrompared to the
growth that we are witnessing in the distribution side. But obviously lalisioh business
are more steadstate so they daot have thosepectaculagrowth and ome ofthe three reaso
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that Mowli was mentioning that here is a silatwe have really seen some very gsudcess

in therenewable energy front, so there it has happened like that. But on the awecsius if

it is the other way round that we have been, our OEM business is not done so well, so
obviously tractorsind two wheelersegments where we wevery strong have not done well

So there | canotsay the same story as | can say in industrial.

But has the afterarket shown any sign of improvement there or is it also equally bad as
OEM?

| think after market on the industrial side we will begin to see, wegrecting to see some
positive changes as we go forwards, may be a quarter down tloa lihe automotive sideis

there.

Thank you. The next question from the line of Basudev Banerjee from Antique FiRéease

go ahead.

As you said that broadly your traded mix has increased almost 300 basis poiftis-year
and if | see your raw materiad sales moving up by 250 basis points year on.y&amwhere is
the equatiornif one tries to understand that how much of these 250-dpanaterialdrop is

because of the traded mix and how much is because of othmsfact
| did notget your question.

As you said you traded goods to overall sales has moved up from 40% tpedBéf-year
and in the same timeframe, your gross margin has dropped 250 basis points com|zested t
year.So how much of this 250 bps droprew materialcanbe assigned to this traded goods

mix chang®

It is almost directly proportional to it. Some improvement on the raw maferiathe
manufacturing sideOn the traded good sidie is more or less directly linear proportional.

So the whole adversity in gross margins can be assigned to the increasaligd@diemi®
That is right.

As you said that there has been vibtatwith the FOREXterms, so there wasROREX loss
this quarter. So how to look at that from a currency perspective. Which alhcyrise the
Euro, rupee or what?

Mainly Euro Rupee for us.

So broadly you gained ievenugerms and in terms (fOREX hedgingit came as a loss.

I would not say hedging, we do not do hedging but yes, it is the differenceebetiveerate at
which we book the invoice and the rate at the time we actually pay the invoice.
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As you said that presently 41% of your sales is from auto and eutasf as you said almost
54% is OEM andsoone can broadly say 232#% is auto OEM. So at present juncture, what
is the breakup between two wheelers?

Sorry | dint get you.
See the 41% of your revenue, overall revenue is from domestic auto and 54% of &t is O
No, | said 54% was the total OE wiittour total sales, industrial OEs

That is @en within autos also OE is 54%, so ballpark one can assume say aB8araf your

revenue is auto OE?
Yes, 27% is auto OE.

Sorry to interrupt sirwe lost his line actually. Till the time he comes back in the queue we will
to our next question which is from the line of Kunal Bhatia from Dalalr&Bha. Please go

ahead.

Just in continuation with the earlier question also, sir withito afiyou could give usa

breakup how is it four wheelers two wheelers, tractors and CV?

So 27% is the total auto OE of the total sale, within that two wheelers is about 15% and 4

wheelers is about 12%.
How much would be, and the remaining is tractors? How much would be CVs?

Four wheelers includes tractosrry it is car, trucks, tractorSo when | said 12%, when |

said four wheelers | meant cars trucks and tractors.

Out of 27, okay this you are talking on the overall basis, 15 and 12 of the ovias|lcay.
Sir my next question was you mentioned you had a 140 million gain in Q1 or last y2ar Q2

No, Q1 this year and the last year Q2 wasl 2 nillion gain.

And sir in terms of your currency, could you give us some sense of what wasxghange
rate for this quarter because you have mentioned that there was a negatotebenpase of

FOREX so if you could explain that a liitore?

So when we started the year first of January the exchange rate of the Eurmmeaghere
around 81 and then in the end dfduarter it dropped to about 69, so that is how we have got a
hugeFOREX gain in the first quarteand the second quarter it has been hovering more in the

range of 72.

And Euro would béhe major?
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Yes, our major exposure is in Euro, yes.
And sir what part of your raw materials would be imported?

Raw materials is only about 18% but traded goods is all imported basichityod it is
imported, though of course part of it is 5%8%% is imported in INR, so we duwot have a
FOREX gestimate.

Lastly was on railwag; you mentioned that this time 6.5% of sales was from railway, just

wanted to get a sense how much was it in Q1 and same thing last year same quarter?
So Q1 was about 3.5% and last year same quarter was around 6.3%.
How do you see this railway as a percentage of sales4ag&rs down the line?

Well, we believe that this will grow but | am not sure that it will change in the overall
percentage too much because we expect that all segménysowi. So going forward over a
longer period of time, yes there could be a fmints’ incremental points in the total mix that
might be coming from railways but it really would depend on how the other segmewtagr

well.

In case of indstrial, you mentioned that this time themas a weak product mix which
impacted a hiof marginsbut are you seeing any change coming on the industrial side as well,

where in you would be having a better realization higher margin productsfgoiragd?

Industrial is looking somewhat better for us right now compared to automotieasatin the
second quarter, | wouldot say it is so much because the industrial market has grown, | think
we have done a lot of good steps to takeketashare, so while theRInumbers arenot
looking great, our industrial sales actually has grown by 10% compared to thegsanter

last year. So we have done a lot of good things to take market share in all teatseat we

play in. Basically it$ traded goods so, to that extent the margins will be traded goods margin
for that

Thank you. The next question is from the line of Deep Shah from SBI CapiakePgo

ahead.

Yes, sir thanks for the opportunity, couple of questiais first is do we executed any
stratgyically low margin order§ | remember correctly till end of the first quarter we had some
orders which we were executing which is of lower margins and second is on tifeXQdh,
what are our CAPEX plans f@Y15?

No, we did not have the kind of strategically low margins business as we had in the first
quarter. So nothing like that in the second quarter. On CAPEX we are ¢ogtioevaluate as
the time goes as to where we need to spend, obviously we are going to spieatcHab three

product line which is right now in the closing stages of being approved signed off and gett
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ordered but as she said the revenues from that will start to come in mordstalaaend of

last quarter of 2(@ calendar year.
Do we have any product pipelmspecifically for order segments going forward?

Yes, we are working on several of them and across the segment. So there amsdblative
areworking with for two yearespeially is mentioning lot of, so one thing is this ABS which
will start to play out next year, that will be an important segment. But alsdnoogasingly

the vehicle manufacturers want to use the bearing for many sensing applidatioeissehe
speedget an ABSsignal or a fuel economy sign&lothose are the signal that can come on to

a bearing semsing o that is one dimension that we change. We are also seeing a lot of
movement on the truck segment where as | had said in the last time the(fitsa&& from

Tata Motors will roll out this quarter. There is some delay because & Boenchanges that

was required in Tata Mot@rplant. For the neaub unitsolutionthatwe have given which is

fit for life, thatyou will nevergreasdt again. So once you fit it, it it for life andthenforgot

about it and that is what will enable them to really go up and truly on the mileaganty
which theyareexpandingnow because this will be wheel bearing that is fit for life. We do not
touch it everSo that is another set of solution. We are also working with tractors and also on
the PN 31.55side of solutions to enhansbocktransmission at a higher efficiency because
tractoris one area where efficiency has not played much of a role but now they are beginning
to come into play. So that is another, so there are solutions for truck, theselations for

tractors and there are solutions foraudible) 32.11and hub grease for car

Thank you. The next question is from the line of Aman Ved from India Nivesh Seguri
Please go ahead.

| have twoquestions. One is regarding ytalked about that there wasowth of aroundL0%

in industrial segment. So this implies there was a marginal slowdown or degdrowuto
segments and you pointed out that in two wheelers thasalmostflat growth and you are

not so much present irspeciallythe cars, bubn the CV segment side theresasome growth

in the industry, so is there any reason that wiydid not get benefit of th& And the second
question in the last cecall you talked about that you can get an idea of the market share in
May. So can you give some highlights?

Sorry, you asked a lot of things, so you will have to break that question ddittie it

please?
The first question is you talked about the...
The automotive actually for this quarter was 4% lower than same quarterdast ye

Any reason for that because yes, two wheeler was stagnant and yawtveresenso much

in carbut CV saw some decent growth in the industry.
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Chandramowli Srinivasan: So CVs grewfor us a little bit but then the overall mix that is still a small portion and the
growth is basically coming on a very low base and within that one of the playeaiyagrew
very strong with whom we do not have that much stronger position, we are noorgveth
Tata Motors which did not show that kind of growth as the industry did overallLTke
industry is still not doing well. So it is only the medium and heavy commercalgtbw and
there we also have grown but that | saidwéf take only truck in the total part of our total
portfolio it is only about 2943% of the total sales, so it is too small to show on the full

numbers.

Aman Ved: And the second question was in the last-calhyou talked about you can get an idea about the

market share iMay, so can you giva highlight about the current market share situation?

Chandramowli Srinivasan: The market share of the total including imports and domestically maurgecis generally
available only once a year, so that our market share continues fa iertfee range of around
between 27%28%.

Aman Ved: And isit the same position of last year you said it was almost3ame

Chandramowli Srinivasan: Yes, it doesot change too much. | mean between sqiaeesit has changed but our own

position has remaimkemore or less the same.

Moderator: Thank you. The next question is from the line of Ashutosh Tiwari from Equiruasdigo
ahead.
Ashutosh Tiwari: Sir you mentioned that more and more automotive OEMs will shift probably go towards

sensors and the bearmgvill SKF have any advantageer therewith its peers or how it will
benefit us, if thatmoves,is it only to the extent of pricing that will improve or will also market

share gains?

Shishir Joshipura: We are not the onlgamein town when comes to sendwoearings, but we are a good game in
town and so not everybody especially the lower end players will definitely nothiasensor
as technology. So some of the local players will have difficulty to meet thendepius we
have the experience of having it done so many times, there is so many of other thEMs
leadingOEMSs abroad, so that should also come into play because they knowhefate
capable ofwvhen they introduced those parts in India we obviously have an ageantar the
local mix but there are peers of ours who also Isawdar technology.

Ashutosh Tiwari: Okay and second question is that you mentioned that industrial segment has grown &y 10%,
you also mentiorthat renewableare grown by70% and apart frorthese renewals which are

the other segments where you are seeing very strong growth over last year?

Chandramowli Srinivasan: So offhighway grew for us by about 13%. Railways grefor us by about 6% this quarter

compared to the same quarter last year and genegtrial OEs grew by about 11%.
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And there was some slowdown in steel you mentiotieddecline over there?

That is correct. The steel, the metal making industry is going through a towghsywu all
know they are experiencing problems on account of those steel prices and importahceats
stuff, sothey are under tremendous pressure right now but other than that, so there is one

segment which iseally under pressure

But are you seeing any traction in terms of mining because mining astigite gradually
increasing, so are you seeing any traction on that side aexgmctmore things to come from
there?

Most of the mining that is coming back is still in public sector not in private rsabt is

number oneNumber two is even in public sector | think these allocations that have happened
recently, these coal mine allocations in the government,te&re | think we are looking at

still three quaer, four quarter period by which mines will start to function normally.
Obviously for that to happen some of the purchase we will have to start much aheadnof tha
terms of when they would like to start theiretal (Inaudible) 0:37:41 systems and tests
because they have not been used for long time. But we do see a movement happening in
because now prior to that you need to do alldiggingequipmentso we see the cycle begin,

that is the way | will put itlt is not full scale yet but ihas begun.
Okay, so you mentioneaff-highway segment yosaid samé 7% growth, so.?
13%.

13%, so over there also theétés mainly the equipments like which can also use in mining |
mean slightly bigger size, sou are seeing only in those equipments or you are seeing mining

equipmentslso some pickup?

So when we say mining as an application there are two ends of mine, okayisTihereff-
highway vehicles that are put to use in mining and then there is whole other maskgtem

of mining which is the pumps and the conveying systems and belts and pdltys/eyors,

so as | was saying as the mine starts to open back, not a new miag abuine starts to open
back, it is a sequence of operations that it is undergoing because the equipmem hasdgee
there for a long time, but the first equipment that you want to start moving is yggingli
equipment. The equipment that are usedefa@avation so that is where we start to see some
activity now and we are in dialogue with customer whicle&lingus to believe that yes the
next stage and next stage will also happen, ttaeseplan for it and they are very confident it
will happen. Okay on private segment in mining there is not much movement yet amdeto s
extentthe ofthighway isalso used in road buildings, so some movement has started to happen

there as well.
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Ashutosh Tiwari: Last question is on theOREX loss, | mean you guys have 65 millionFEDREX loss in the
current quarter, so what exactly is the reason behind that, |, m@arthis whole thingf this

FOREXIoss comento picture?

Chandramowli Srinivasan: So as | said two things, one the ElidR moved a little bitback fom 6972 this quarter, that
is one. The second thing BOREX loss is only dependent on the rate at which when you buy
the material it is a spot rate on that day. It is that rate that you usedktgdur purchases and
by the time you have actually paidetrates may be slightly up or down. If it is up then we
incur FOREXIoss, if it is down we incuUFOREXgain, so it is really | meayou could sayt is
another way of saying, it is an adjustment to the cost of buying, so eithebwialyjs just

reportal as aFOREXIoss separately
Ashutosh Tiwari: So we danothedgeit, we just keep it open?
Chandramowli Srinivasan: That is right, we will not hedge it.

Ashutosh Tiwari: So if now Euro depreciated agaiprobably there will be somEOREX gain in the next

quarter?
Chandramowli Srinivasan: Possible.
Moderator: Thank you. The next question is from the line of Punit Gulati from HSBC. & ¢gaahead.

Punit Gulati: Just wanted to understand a bit more on the railway side. Is that a higher maigasdnurs

lower margin business versus your existing portfolio?
Chandramowli Srinivasan: It is generally a slightly better margin business.
Punit Gulati: Even from the listed company perspective or from the SKF perspective?
Chandramowli Srinivasan: Even from the listed company perspective.
Punit Gulati: So the trading margins are more there.
Chandramowli Srinivasan: Yes.

Punit Gulati: You were giving some breakup between two wheeler and four wheeler segmésged that

out, can you please share thgain?

Chandramowli Srinivasan: Yes, so | said that of the total sales automotive OEM is 27% in which roughly 1596 is t
wheeler and 12% is all four wheelers put together, when | say fourevhdetre | mean cars,

trucks and tractors.

Punit Gulati: Okay, is it possible to get the breakup of that 41% between two wheeler and four ®&heeler
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Chandramowli Srinivasan: 41% is total automotive, where 27% is OE and 14% is aftermarket.

Punit Gulati: So within the auto, how much?

Chandramowli Srinivasan: So out of the 27 | said two wheelers 15 andvith all the other three put together.
Punit Gulati: And in the aftermarket segment what would be the break up?

Chandramowli Srinivasan: Aftermarket is a little bit more to say how much is two wheeler aftémhanow much is four

wheeler aftermarket. Generally out of the 14, | would probablytsayabout...

Shishir Joshipura: It is guessMowli, because there is lot cbmmon parts.

Moderator: Thank you. The next question is from the line of Raghu Nandan@uanmt Capital. Please go
ahead.

Raghu Nandan: Can you throw some lighin; you said there was some liquidation of inventory which affected

our margins. Can you please explain that?

Chandramowli Srinivasan: So what we mean is that as we have said the shtee manufactured goods this quarter was
lower than the same sales in the same quarter last year. On top of the fdaw swés was
lower we also had production which was even slightly lower than that because weltag bui
some inventory at the erad first quarter in anticipation that the first quarter which generally is
a strong quarter because it is a last quarter for Indian companies. So we haup bailte
inventory that would happen there because of and then the sales did not, the economy did not
pick up that wayetc. So we deliberately ran our factory slow this quarter so that by the end of
quarter two whatever excess inventory we were carrying we wanted tof ¥ring that down

and come back to a normal level of inventory.
Raghu Nandan: How much was th impact sir, if you can share?
Chandramowli Srinivasan: The impact of what?
Raghu Nandan: This excess inventory?
Chandramowli Srinivasan: Well, production was lower thandtprevious quarter by about 10%?

Raghu Nandan: When you said four wheeler OEM is 12% and to a specific question you said CVs or Trucks
would be around 3%, so the remaining 9 pereesuld be passenger vehicles and tractors?

Chandramowli Srinivasan: That is right.
Raghu Nandan: So how would that be sir?

Chandramowli Srinivasan: | do not have the numbers of the top of my head, | will have to sort of...
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Sure sir and sir how much was the replacement last year sir?
Which replacement, auto?
No, overall replacement sir? Like current yeas 46% last year.

Current yeawas about 40% and last year was also about 38%. 38% last year and 39% this

year.

That is the share of replacement in overall revenues.

Yes.

You said that was 54 and 46 right?

Now there is also exports right?

Okay | understood. So last year it was 38 and this year it was 39
Yes.

And sir like traded guds, this quarter was 43, how much was it in first quarter sir?
First quarter of this year?

Yes sir.

41%.

Okay and lastly sir do feel that margins have bottomed out and we skeuds $mprovement

or a recovery rather going ahead?
You donotgive out guidance on margins or anything going forward actually.

Thank you. The next question is from the line of Pankaj Tibrewal from KotakdW&und.
Please go ahead.

On the cash flow generation can you help us understand how has been the cash generation
because when | look at it from a December quarespectiveseems that working capital
because led by payable has gone up on a&\Mé€ basis, can you help us understand the
working capital cycle and the cash generation in the first 6 months?

Yes, it has beerl would say steady on cash flogenerationworking capital ha gone up

compared to December. December &gt of an abnormal situation because our payables

had run up too highandnot because we did not want to pay but because the RBI had changed
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certain regulations when it came to import payment on third party paynidrere were some
restrictions which RBhad put in, so we were not able to remit out money, especialbuon
group company payables, which we all remitted during the first quarter of trisS@ that is

the reason payables have come down now compared to what it was end of December. | woul
say now is the right level, December was abnormally high, as it turnedveas igood for us

that it was high by the timee actually paid it in Q1 thEuro had dropped a lot, so we have
made a lot oFOREXgain on that.

As you speak togainclusive of the advances given Abmedabadhas the repayment started

and what is the cash balance?

So now the balancguefrom them is 210 crores, they were to pay 20 crores this year back to
us, they already paidebtback fa the year already and now the next three installments are due
in 16, 17 and 18.

And the total cash balance plus investment?

That is there in thadvertisemenif | am not mistaken.
570crores itis showing

That is right.

And plus 200 crores will be the loss right?

Yes.

And the last question, in terms of the after replacement on the replacmamdet did it see

any growth or was there a degrowth because mathematically when | cailciolaks like it is

a degrowth. So can you halg understand on the aftermarket types on the auto, was there a
growth or a degrowth?

No, on the auto there was a small degrowth, 2%.
On the replacement side?
That is right And in the industrial we have actually grown a litiie

So when was this as a management you saw last where the auto replacegnewt fde you
apart from 2008, 2009 which waslip?

| mean this is two, one quarter does not sort of do anything, | mean this slepead many

factors. There are schemes we run, sometimes schemes are run in cere theartt runs in

some other quarter, buy the end of the year, | am sure in the auto aftermavketilddave
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made up whatever in this quarter whatever we would haste llmean, there is not too much

can be read into it from a damd point of view this is quite there.

Pankaj Tibrewal: I am slightly worried that demand is one thing, | mean, is this loss deinginare which is
happening in the replacement side, whigirriesme more?

Chandramowli Srinivasan: No | would not say that at all.
Pankaj Tibrewal: So you are pretty sure on that, that on the replacement market we have natkessinare

Chandramowli Srinivasan: No, not all.

Moderator: Thank you. The nextugstion is from the line of Shraddha Seth from Edelweiss. Please go
ahead.
Shraddha Seth: Sir just 23 questions. Just wanted to understand if we see the auto OE growth of each of the

segments we typically tend to even underperform what the OEM groveth iguess some of
it is also a conscious decision we were taking to scale down the two wimeelermix. Scat
what stage do we see that the mapping of the industry growth with our OE galean lat
what stage does it stemderperforminghe OE growh?

Shishir Joshipura: So Shraddhayhile Mowli will give you the numbers, let me tell you that we have no plans to
unwind anymore from any segments. We have done what we have to do. So from here
onwards we will onlybill back our shareso we had to do, whad to make some hard
decisions which we made theand we will move forwaravell by building our share with our
customersWe have been pretty confident and ywili start to see that, so your question is
very valid. That is number one, number twoeipecially when it comes to car OEMs the
people with whom we were very strgnmfortunately their cars have not done well. Fewd
withdrew Figo, Tata we know what happened to Indica and so we wamestrong with these
guys and they have not done wéllahindra also we have some very interesting contracts now

with them which we have won recently which would see a good performance goingiforwar

Shraddha Seth: Fair enough and sir even two wheslgioou would say the same thing, | mean we are

incrementallyseeing new contracts and thee....?
Shishir Joshipura: Yes two wheelers you can seactlythe samestory, yes.

Shraddha Seth: And sir on the localization stag@sst wanted to understand we continue seeing thedriade
growing faster than our manufactured even in the industriallsidean | understand there is a
homologation period. But | guess we have been infthikst 45 years now. So when do we

see the benefit of that in the manufactured part?
Chandramowli Srinivasan: Shraddha, the localizat is mainly when it comes to industrial is in thlemedabadactory

which will continue to be part of the traded portfolio for us because it is in the otlar leg

entity. So it is localizatiorfutit is still part of traded.
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So you would ay we have been scaling up well in tAiimedabadactory?

Yes and it will be even better in the second half of this yRatr.it will continue to figure in
traded.

So we are seeing the benefit in the industrial sHfestbecause of that
Yes.

And sir lastly on thexportside last call we have mentioned we have made some inroads even
in the PV side in the North American markets, so are we seeing slow dowm dhéyéxport

side or arave seeing some diversification helping us?

So on the export size, | thinke see thosenarketsthat areslightly slower than what we
anticipated them to be. The rate at which we see the scope and the conteaewitiatus and
the realty has not matched. So there has a been a bit of a lag in terms of the pibksp in t
markets, of course we all know whahappeningo European markets and stuff and they are
not doing very well right now. So that is how exporfliaudible) (0:52:43)to them.Mowli,

you want to add?

No, that is right.

Okay fair enough. So we might see this as muted segment only going forward.

Yes.

Thank you. The next question is from Lakshmi Narayan from Catanflease go ahead.

Sir the industrial which is around 51% of our revenues wod mentioned thatit is
predominantly traded and you mentioned also that the total trading number is 46&tinSo
is it right to say that the ratio of traded in industrial 1545/

That is right, it is about 85% yes.

That if | take 45 and you mentioned there is something which is an INR import and which is
essentially théhmedabadstuff right?

No INR import is what we import fra SingaporeAhmedabads of course local INR only but
even what we import from Singapore, we basically import from eitheraforg or directly
from the factories in Eupeand US So what we import from Singapore which is abb66-

60$ of our total imports that is in INR.

And you also mention that renewable energy did very well for us anREGEN contract

which you have won that will be serviced from ttemedabadactory right?
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Yes.

So when younentioned that in renewable you have done well, it means that it is a paded

| am notwrong?
Yes.

Got it and over a period of time how much of trading you think would happen from locally
made and locally teed, how much it is now for us?

. Percentage?
Locally made, locally traded?

: Yes, | do not have it off the top of my he&lit it is still heavily impororiented.lt is picking

up, the locapart, the local component becausébfnedabads growing.

And what is the utilization of that because that was dedicated to wind energy ifnbtam

wrong?
: So the utilization of that factory is still on the lower side but it is improving altithe.

Got it and | understanthat weinaugurated solution factory isharkhandight? So can you
just tell me more about that, is it for industrial, for refurbishing, whattxit is and the part
of thelisted entityor notthe (Inaudible) 55.41entity.

Okay, so it is part of listed entity, it is in Jemespur and of course it was inaugurated by the
MD of Tata Steel, Mr. Narendran. It is a very important concept from SKF veltimvs us to
bring our solutions and knowledgspace muchcloser to customer, so it will have
refurbishment, it will have repairing, it will have training, it will have industriséalsbeing
made on the spot and it can expand in many dimensions, so in Pune factory for example
even do the railway bearingefurbishing.So depending on the development thedtes place
within the indugrial area surrounding the solution factory it could actually become a very
important sourcdor two things, one of course it generates its own revenue in terms of
repairing and refurbishing anskrvicelike that but more importarto thatis our solution
factory becomes the engagement tool between the customer and SKF to ilenpifgkilem
areas and find solutions and the solutions can come in the form of product linessrofer
assemblies of several product lines in terms of refunistt,in replacenent in many forra

So we strongly believe that the solution factory is a very strong platformsfdo create
service availability closer to customer, put them at the centewerfything,and then drive

those based on what they want.
Onelast thing if | look at your global margins in terms of industrial and automotive, the

industrial margins are almost like more than260the automotive at an operating level right,

you have also mentioned earlier that, at the start of the call thatusiness mix change
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towards the industry has pulled the margin down .aNotv | am just trying to understandits
Indian market structure is not remunerative for industrial ortisaitbecause we are trading,
we are actually lower in margin with respecatb

Yes | would say it is a wrong comment to say that the mix change more towards industrial
pulled the margins down, | would say the mix change more towards traded pullegridgea
margin down coupled with the fact that, the factories did not run, as much as thely woul

normally run because we had to cut back on the inventory. So these are the two soais rea

So if | adjust for trading the industrial margins in India are almost liketithbs of the

aubmotive margins, right?

In India it is notquite that bigger gap, we make reasonable money on automotive as well

unlike in the global.

Alright and there is some business called specialty business which isnthieeegiobal which
is Kaydonand other things, nove there a potential for that in India and if so will the listed

company benefit from that?

No, those are the businesses that you acquiré&hielon, you rightly said iis linked So they

are not part of our portfolio as of now.

And will it be logically coming under the listed entity or how is that?

No, | donotthink. They are completely different because their market positiosidiférent,
they are not in the same positioniagthe SKF, sPEER and GBC and Kaydare different
brands who play at different price points in the market. SKF is completely distintthat.

Globally also it is a completely distinct client. There is no ngxietween the two.

Thank you. Ladies and gentlemen that was the last question. | would now like to hdadrthe f

over to Mr. Vijay Chaudhury for closing comments.

Thank you. On behalf of SKF Indlamited | would like to thank you all for joining us today
in this conference call. Should you have any further questions, you have my ces;dieal

free to drop me an email @fay.chaudhury@skf.conHave a great day ahead.

Thank you. On behalf of SKF India Limited that concludes this conference. Thanloryou f
joining and you may now disconnect the lines.
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