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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 presentation concludesd $boul
need assistance during the conference call please signal an operator by ptefisergzero
on your touchtone phone. Please note that this conference is being recorded. | now hand the
conference over to MVijay Chaudhury— Head of Communications, SKF India. Thank you
and over you MrChaudhury

Vijay Chaudhury : Good morning everyone and | would like to introduce the SKF management Eauings
Conference Calioday. Mr.Shishir Joshipura Managing Director for SKF India limited along
with Mr. ChandramowliSrinivasan— Director for Finance, SKF India Limited. | will now
handover the conference to our Managing Director Mr. Joshipura who will slishes
highlight of our quarterly results for SKF India. Over to you sir.

Shishir Joshipura: Good afternoonAs al said this quarter saw almost an unaltered scenario from the ypgevio
quarter in terms of persistidguidity crunch in the market across the segment as one of the
fairly depressed dwand across significant construction, windjustrial side, even on éhtwo
wheelers, tractors across the segments there were some brighitgpgeserally wide spread
depressed demand. The expectations that we all had from economy of fasyrasaygrosed
to the experience which is currently on the ground | think tiseséll some gap to be bridged
and once that happen of course along with these newly anno@Ac&# order per day
equivalent reforms coming up and the investment plan | think we should sp®da

convergence for positive growth fature.

Our results @& more or less flat actually 2% down compared to the previous quarter on the
topline but on thebottomline we have been able to manage simiarformance is about 8%

up compared to the previous quarter. We are happy to take that questions. Oversyou g

Moderator: Thank you very muchWe will now begin with the question and answer session. The first

question is from the linef Raghu Nandan from Quant Capitélease go ahead.

Raghu Nandan: As you started in your initial comments, can you elaborat¢herstrong and weak sectors
supporting the news or impacting revenues and what are you hearing from yourecsistom

about the outlook or directionally how do you see the outlook ahead sir?

Shishir Joshipura: Let us talk about the positiiast. | am posiive in the relative terms. So M&HCV saw a
growth compared to the previous quarter. So they were in positive territany.p@duction
was in positive territory and these are too on the automotive side but theyhvbatareced out
by tractors being in m@tive, by two wheeler being slightly negative after a long time and
LCV being negative So these three were the negative zones on the automotive side. On the
industrial side we saw a wide spread negativity in terms of the reduictigproduction
numbers for across the segments whether it was construction equipment, whether i

pumps, whethett was cranes, whether it was liftsvhether it was gearbox manufacturers, we
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saw different rates fodifferent people but stilhumbes which werebelow the line in the
negative zone compared to positive and on the other hand Forklift guys did wethfalata
that we have and understanding that we have available with us. We have seamalso s
announcements on the railways of investment going forward some aveandsgiven on the
end user segments we still saw lot of difficulties faced by steel miningjsrietgeneral. We
also saw no positive news is coming out of pap&B more or less flat. So that was the broad
uncerstanding on the segments. Machine Teolstinues to be negative. So we did not have
too many sectors showing positive. Wind energy was more or less flat eznmarthe
previous quarter and that itself was at a very low level compared to whatdheal run rates
are. So that is the broad outlook on the segments. What was the second partiestibe,d

missed that?

Raghu Nandan: You interactions with customers, what are you hearing from them and how do you see the

pickup to pan out over the next few quarters.

Shishir Joshipura: So | think what is very clearly right now there seem to be a strong liquiditytctbatis very
evident to us, that there is a very tight liquidity position that most of ouproess are
experiencing and that is leading a longer cash cycles for everydudi deployment and
growth and everything. What we hear the good news isniblzddyis desperate or negative
about futureeverybodysaying yes it is going to happen. We remain optimistic that the growth
will take place if it has not taken place in fibslf of the year it will take and they second half
they are talking of next 6 months of course. So everybody is still optirtfistioverthe next 6
months things should get better and well some developments on the political sidenborte
on the policyand the economy side should help to drive the economy forward. So obviously
what happens in the election but one stage should not be s#ie fohole country but at least
the pace would be decided if not the direction itself is what happens ir"thev&mber
resultsthat is the general feeling that we gett nobody is saying | amesperatand things
are not going to work out. Everybody saying yes | know it will happen at what padatat w
speed is the function of many parameters. But very cleaalyishsomething that people are
saying one. Two is we clearly see an emergeneediilogue of in some segments especially
automotive segments. There is the dialogue about taking the next level of eeghmat on a
niche scale but on a wider scale and beplogd So that is another dialogue that we are
beginning to engagement with. We are also seeing especially from Indiaaysisirong
focus on safety and enhancement of the same. So there will be a completely newircliapter

way Indianrailwayis run and is engaged and manages it running stock.

Raghu Nandan: How do you see the railway orders spanning out and also if you can share some trend in the

replacement demand scenario and on our market share scenario that would beit?elpful s

Shishir Joshipura: So two things in the railway side. One is of course what would call is replaceér
existing stock. So which is | would call is a fairly steady state kind of aderecause given
the norms of railway operations, most of these replacements are time I8mrad. some
moment in time you have to replace. There is no chgieen whether to or not. So in that

sense the fairly steady state demand on the replacement side. On theildeside |think,
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there is complete different because thenedtae different dimensions so what happens in the
metio project, we have just seen announcema on the locomotive where the AlsteGE
combineds going to build new 6 Bion contract for buildinchigh power locomotive andhat
happens and how fast tbe&CF developsn terms of there is a new rakésat may be required

to be run on that etc. Swo different side, one is the developmental side, one is what | call is

maintenanceequirement and maintenance requirement is a very steady state which currently

still forms a very &rge part but going forward probably thew partwill start to play a larger

role in Indian railway.

So something should happen on that side in the current year sir in the new rolling stock

addition.
You are asking the wrong guyou should ask Mr. Suresh prabftusomebody on that one.

So shifting on to other query on how do you see the trend overall in the replacemantide

auto and industrial side and the market share scenario sir.

It has been fairly steady, nothing extra ordinary happened in last quarter. So mat Have
any reason to believe there is any shift perceptible shift because of any ondapdaimtor or
a dimension emerging or not emerging which would have created any kind of chatiges i

aftermarket They are fairly steady. The quarter to quarter no change.

And revenue mix and the trading mix share can you share it sir, thank you.
Tradedis about 43% anchanufactureds about 57% in our total sales for the quarter.
And auto industrial exports sir?

Automotive is 41%, exports is 7%, so together they are 48%, | mean because of ekport

basically automotive and industry is 52%.
And within auto the share of replacement sir?
Out of the 41%, 13% is after market.

And that is industrial out of 157

That is almost equal.

And sir there was some strategically important order to an extent loginmarders in the
earlier quarter, is there any such orders in the current quarter and lastlyestipq was any
FOREX losgsor gain in the current quarter sir?

Nothing of the firstside that you askedo such things anBOREXwe had a small loss of 18

million this quarter.
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And inwhichline item, is it sir?
That will be somewhere in other operating expenses | think,
Thank you. The next question is frattme line of Punit Gulatirom HSBC Please go ahead.

While | understand that the commentary has been negeding/ou give a bit more color when
you say the revenues have been weaker on account of liquidigggu mean that if liquidity
were to come back in terms of lower interest rate easy availability. The dencahd just

pick up, is that what your experiences?

Yes, because what the way we as you know that SKKFuwea pretty tight sipi on our
receivables. So one of things that we do is we control very quickly how much creafiues
we will give to any account whether it is a distributable or customer accauifith® liquidity
is not there and we are not getting paid in time then our systems do not permihis to

beyond a certain limit.

Secondly, | presume there is some impact of fall in commodity prices irvtbaue as well.
So is it possible to break between what would be attributable to price mix ahdvedid be
attributable to volume?

Out of the 2% drop in topline about 1% is volume andptite

And lastly the fiscal year change is applicable from this year onwardkisSs going to be a

5 quarter year for you?

This is a 15 monti period. Yes.

There was some new orders on commercial vehicles segment that were toostattigr
quarter, just wanted to check if that has started off, is it on track, delalyatis the status on
the new oder?

Well, from our end there is no delay and the custtegrdwe expect 23 month delay.

So that wasn't recorded in this quarter.

No.

So it is expected to be in?

May be towards the end of this quarter or beginning of next quarter?

Thank you. The next question is fraviukesh Sarafrom Spark CapitalPlease go ahead.
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Listening to your commentary over the last quarter and again this qoartvously the
timing of it isunknown but Railways could keebig growth driver and obviously now yare
also talking about how some new segment within the @Wsbe supplying. Would our
product mix within the overall sales mix change significahtlike would that be a higher
movement towardtapered roller bearings, s&is-a-vis adeep groovéall bearings or wheel
bearings, could you give some sense on just a broad mix of the current product msinfte

the types of bearings and how this could change?

That is a little difficult for me to put out. The reason being this that if evieg/lse remains
where is and then only théyailwaysgrows and then | can probablyazard a guess that yes
TRB will go up. But generally speaking yes, because when these kicking in that oneauarter
something, if the other product linag not sort of progresse similarlevel right by then it

will probably be reflectiveof the fact that th®ailwayswill go up higher in our mix or shall |
say theTRBs will go up higher in our mix. But that depends on how the other segment
develops as well. So let us say for example between now and the time we actually start
supplyingRailway bearings pretty soon theoreticallyspeaking two wheeler were to kigk

in by 10% more, then thHeGB will start to sell more. So iis difficult for me to put ouaguess
saying what is the future pie will look like but yes the Railways businessilvgetvat it no
question about. In fact we are in the final stages now of what is required apectiorsand

test just prior to shipment we are at that stage nathatowill start kick in definitely yes.
So thisRailwaysyou mean both the freight side as well as the passenger side...

Right. What | am taking about feeight because passengers or anyway we are already present

and we arsupplying on a regular bagis Indian Railways

| was actually referring to the recent news on the high speed trains | thiakh#sebeen some
announcements there in terms of h&i@A has expected tiund some high speed bullet trains
aswell as there is some announcement that therebeidl train | think to Agra that is going to
start in March itself. So that is a lot of announcement on the high speed train.

So the high speed islativeterm you know. If | am running in at right now at 100 km and then

| go to 150 it becomes high but it may not be high in the world of railways. So from that
perspective the curretrtack conditionetc thatwe have in India is not fit for any universally
accepted high speed train butrgmared to our current speeds of coutsse trainspeed can

go up and that is some minor adjustments required more on the track side and the signaling
side than anything else. Of thengatrains can run at high spetbdt is theproblem. Sathe
current average speed of ab60t70 and if they can go to 100 thatli&x So obviously it is a

big jump. But that by itself does not fit to business. But on the freight side, mgsthoneof
course as we are referring to earlier is the continued mainteremterefurbishment
requirement which is one steady ststteamand very large one. But the second onasisind
when the DFQolling stocks starts to roll out which could be sometime next year, when they
will start to have and the decisions which we now have indications that hopeéillyays

will move to high tonnage ordering as opposed to the current low tonnage orderihgytax t
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on theAxle load So if that happens, thetviouslyit will start to changdutthat is still early
days for that.

Would you be able to give some broad mix of your currentDfaBB versus TRB. Current

mix in revenues?

70% of our sales is currentPGBB and we have very broad number to you and about 30%
will be TRB.

And abroad aypmarket shares like | would assum&BB we are number 1, but ilRB where

would we stand sir market?

TRB the problem with market share is | can alwaysludesomething and look good, but | do
not want to do thagsincewe do not supplyo Indian Railway todait is not fair on my part to
say that my share is excluding railways. So if we include everything theenttyrwe have

aboutof overall TRB markeimaybeabout 25% of the market is with us.

And just last question you had mentioned on fibwklifts are doing kind of well in your

industrial segmest
Not for us, | am saying forklifts being matethe one that show a positive growth.

Is there some kind of trend where could this be a leading indicator for sayhaognbecause
all the other industrial segments, in general are demak right fromconstructionto cranes

But this segment doing well, could this be some leaitidigator or is this just a oraff case?

| do not know may be the@mmerce companiesebeginning to do betteso more logistics
or whaever, | have no clue. Bubbviously those are the things that are very popular in
warehouse logistics kind of operations.

Thank you. The next questias fromHitesh Goyafrom Kotak SecuritiesPlease go ahead.

Can you brief down your automotive into different segments like g2¢sengecars tractors,

and twewheelers so that we have a sense.

Yes, | have commercial vehicles atrdctorstogether. So that is about, the total automotive
OE is 28% of our sales. Of which the two wheeler eledtricalsthey are about 17% and cars
and trucks are the balance 11% almost equally split between cars and trudks.ma&/ah

trucks, trucks and tractors together.

And sir you have also talked about new products which will help you do it faster than the
industry. Can you give us some sense what is happening andezings that are being
developed on the automotive t@cand railway? Is thergome regulation change that help it

because lot of things are happening on the regulatiof side
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Shishir Joshipura: Yes, | will split it into two half, one is what is happening today and what is thiatem like
to drive in?What is happening today is they were answering earlier itself to a question that
solution we have forfield for life, lubricated for life, wheelend solution for medium
commercial vehicle that should comelifie on a three mon#i time frame and so thahat is
one It is justdependent right now on how fast customers, we have to change some of the
thingsat their endvhich they are working on. That is number one. Number two is on the cars
side there will be movements to third generattmaring which is currently very small
percentage of car in the counsameof that but we are expecting that as time progresses we will
see increasing number of cars going that way andnealso participating in that program
with some of the leading guys in teuntry today And of course there will be mg more
such development that will take place in terms of what happened through the way but one
thing thatl can share with you is it is the way tivbeels andearings are todagpecifiedand
fitted into any vehicle into country igndergoinga change. Different speed for different
segments but all segments are segmentsvitnessingthat wheel segments acbangingfor
different reason and that will connect to the next answer. So if the ABS tbetescks ae
already coming into plafrom April and for two wheeler it is further year and a half down the
line. It will mean that it will open up aapportunityfor sensorized bearing because that is
where you can sensthe movement. There aralternative places ¢ sense ittill some
development work is takinglaceterms in terms of where each OEM would like to sense the
speedthe rotationand condition of the wheel, etc. So that work is in progress in OEMs but yes
when thathappensand if theygo in wheel sensqwayor bearing sensing way thebviousy
change the type dfearingghat is bought

Hitesh Goyal: Wherever ABS is there in the higimd car there you have which speed sensing bearings.

Shishir Joshipura: In Railway.

Hitesh Goyal: | am saying in higrend cars do we have that?

Shishir Joshipura: High-end cargoday in India are only an assembly operations. So they do not make anything
here.

Hitesh Goyal: They are all imported, right, that is what you are saying?

Shishir Joshipura: Yes.

Hitesh Goyal: In Railways also, most of the®earing are imported or a substantial part is sourced from
India?

Shishir Joshipura: As | was mentioning earlier, as and when the movements to safe for apégisens which

is right now the direction. Railways will move useBearingas a medium or the point of data
extraction as opposed to the current system which is independent, it is mounteditddhg
braking system and that would make it very cumbersome. So we have now proposed to

Railways that they can probalily it by moving it on the Wheel side of tBearingand let us
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see how the development takes place. But, that will make itwazgyeasy for them and it will
not make it very possible for them to manage the safety at a much higheBteveat is the

dialogue underway right now it is at a vergry good constructive stage.

And there were a lot of imports, that is why margin in the Industrials aer Jalo you plan to

increase localization here or does not make sense?

About 15% of what we sell in the Industrial market is what we make here and sarogtpat
balance 85% also comes from Ahmedabad, so it is not entirely imported, pbfdrybs listed
entity it is still traded goods. The content of manufacture in thiaichange only when the
volumes of scale or big enough to justify local production in India because Industrial is
typically characterized by a very wide varietyBearing, but individual volume of each type

of Bearingis very low. That is why does noend itself easily to localize production, it
generally get aggregated at a global level in one place and gets manufactured in otigaplace,

is the way Industrial generally work.

Is there element of cost benefit in the Bearing manufactuinig is totally automized, so

wherever it is made, does not make too much of difference or there is an elemeot alSia®
There is an element of labor, but it is not that big.

So until and unless India market becorbigs does not make sense to look...?

Volumes are most important because it is a quite capiehsive industry.

Thank you. The next question is from the line of Naushad Choudhary from Astute
Investments. Please go ahead.

Have you shared the top line number for the Auto andfdn Replacement. Just wanted to

know if it would be possible to share the bottom line break up as well?
No.

What would be the average life of tBearing -- does the climate also impact life of the

Bearings?

The theoretical lifecycle of Bearingsays that fully lubricated and sealBdaring working
under ideal conditions of temperature, dust, conditions of cleanlinesshetife is infinite. It
is a theoretically definition but it does point out that the temperature is amtéanpaspect that

determines the life of Bearing.

So India from industry point of view what is the mix between OEM and Aftemharkhis

business?

In the Industrial, we are almost equal between OEM and Aftermarket.
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What is this mix in cold temperature countries like in Europe and US?

I do not know about that but that does really matter because the Bearing then gets designed
for the temperature where it was running. What | am only saying is if youBedringthat is
meant for cold conditions in a warm country, it will not work, that is what Intnea

| just wanted to understand the profitability side; what is the margin diffelmteeeen OEM

and Aftermarket business?
No, we do not give such segmental margins separately.
And if you could share the number of SKUs we have in Auto aneanto?

Many-many, it is difficult for me... Automotive will obviously lesser number of SKUanth

Industrial, Industrial will be extremely big.

Qualitatively, if you could tell us about the margin wilfatve manufacture the Industrial
Bearing despite of importing, what could be the margin difference betwgmorting and

manufacturing in India?

I just now said that manufacturing make sense only when the volumes of scajeluastiif
manufacturing. If the volumes of scale are not there, the investment inapldmhachinery
and toolings required will be disproportionately higher to the volume that you, thakeyou

will not be competitive at all.
What is thandustry size of Bearing in India and what is the mix of Auto and-&ldn?

Roughly, I think the total market size is about Rs.8500 crores. Between wditodustrial it

should be more or less equal.

How this was letis say 10 years or 15 years before and you see any change in the mix going
ahead?

| cannot tell you how much those 10 to 15 years back because | would not know that much, but
generally as a bench rule one can say that if you take very developed econbenis, t

generally it is about onthird Automotive and twahird Industrial.

Thank you. The next question is from the line of Mahesh Bendre from Way2Weaitbe Bz
ahead.

Sir, this is the eighth quarter wherergrowth has either been negative or in a single digit. So
| just wanted your assessment when do you expect we will be able into-dagibgrowth?

I think it is a veryvery good observation. We are not happy with the situation inhnlie are

but we are also bound by the circumstances that are facing us, | was jugtseftie of your
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colleagues earlier in the day would come to see me that. We have grown 47% ireatss#gm
Wind Energy where we all know that for the last two quaitassabsolutely flat, but we have
grown 47%. So we have done lot of steps to see that A1 when the industrial segment is not
growing or a target segment is not growing, what can we do to grow in that segment and two
different levers of deploying them, so one of them is of course some of the products to be
talked about create innovative products for localized solutions, somebodyaslsaentioning

in the call saying how will you localize, localization itself is also a focusfaraeas where we

are seeingwhat can we do to bring locally produced products to the markets because it
improves my competitiveness and so on. And third of course is toaf@eurselves with

more with the customers who are already buying from us. The way our produbtaight is
usually customers would not nominate a single source for their requiretraniyitl always

one or two, in some case even three vendors and there are some crazy examplésevener

are also six. But they have three or six vendors supplying the sameciptodilnem and
especially the OEMs have that kind of lay out. So we have to see as to how meakeasure

that with due respect to their own policies how can we increase our share of budiniess w
each of these accounts. So even if the economy is gjaeiwn, how do we sort of get growth
back into our targeted segments in our top line and bottom line. So you are absoluésty c

It is a very challenging environment. We have not seen a ddiditegrowth in the economy.

So that mix even more difficult for us. In fact we have seen a lot of negatiwehgin a lot of
segments as | was telling you. So if all the efforts that we are mbkilting our share is only
proving to be good enough to keep us where we are, so we are not degrowing\as vk,

not grown but we have also not degrown, but obviously we need to do more than what we have

done.

What is the current capacity utilization for factories and what are the CAPEXgpiag

forward?

Capacity utilization this quarter was just marginally better than last qu@deve still say that
we can produce on average about 15% to 20% more from our existing capacity that we have.
Obviously, when that is the kind of capacity utilization CAPEX is quite muted okeplut

we are investing for new product lines, etc., but not for overall gene@titamcrease.

Thank you. The next question is from the line of Lakshmi Narayanan from QGatanfdease

go ahead.

A couple of questions; broadlywhat is the value of Bearing that actually go into Two

Wheelers, Cars, Commercial Vehicles, Tractors, any kind of a range that wilptiedhel

Rs.700800 per Two Wheeler and cars is a complicated one because we have to see what
technobgy, there are car with normBlearings, there are car with first generati@earing
second generatioBearing third generation, the combination front wheel, rear wheel, that is

because a difficult number, motorcycle pretty steady state that way?

: Kind of way is what looking at?
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I cannot put out a number like | did for, but Lakshmi if you want, | will do s&ind of

calculation and call you back.
Commercial Vehicles, similar or...?.
Same thing, we do not know, it depends on what technology they deploy.

Where | am trying to get here, | am just trying to see index to that, right,isvtiee scope of
growth if the ABS for example gets implementedre we going to see 2H in terms of the
realization in Two Wheelers, for example, or what we call us the componénatieal So the
value of component that actually can go in terms of the Bearings, can it actualfy fgpom
here index to 100?

The waythis works, Lakshmi, as | was telling earlier in an answer, | do not kvtesther you
were there on the call at that time, it depends on what is the OEM’s philosoptonfoolling
the machine, whatever the machine is. If their philosophy is around sawiagtito sense
everything out of a wheel movement and theref®earingis a right component then that is
one way to do it. Some people say, no, | will split it, | will measure it on the lanad¢t on the
wheel and then on the shaft. So it depends. Everything has a valid reason. Smthiists i
sense governed by the OEM's philosophy of managing their machine. But pepsdakg a
normalBearingon a wheel side versus sensoriBshringthen we are looking at least 2 to 3x
increase in price pdBeaing. That is oneBearingin the whole set. You do not need all the

Bearings to be sensorized.

And | presume that this will be done through the Made in India in the listed entity and sold i

India via the listed entity?
Yes.
What is the broad market share we have in Cars and Two Wheelers, OEMs?

Two Wheelers | will put roughly it is about 30% and Cars for us it is between 13% to 15%: a

Commercial Vehicles put together there will be a similar number.

If I just look at our earnings at a profit level, tracking back to nine months eta2011,
2012, 2013, 2014 and 2015, | see that cumulatively this is the lowest in theaastag&ing

from 2011 onwards. Now is the mix of external reason when it comes to the some places
where we would have been internal. Just trying to understand what is thatedly alone
worse for us comparatively from internal point, one is the growth hasagnsiewed down,

but if youcan just touch upon where we could have actually done much better? | am looking at
the operating profit level it was Rs.210 crores in 2011 cumulatively finst months and then

I look at it first nine months of 2012, 2013, 2014 & 2015. Not looking at quarter but I thought
nine months is a fair thing then | ran it through over the last five years.
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I am looking more at it sequentially this quarter, we have done compared tortieslinte

preceding...

I mean that will hag for example, in 2013, was a low base, so 2014 would look slightly
elevated. So | just for ease of comparison to remove cyclicality | have dfumehe last six
years? | am just looking at absolute number, profitability margin herehanel ¢annot capre

the entire thing because it would be like one off and so on.

What | mean to say is if the top line is not there to that level obviously the bbitterm
absolute value will not be there. So as a ratio | am saying in 2013 we wégé ft2.the full
year , 2012 we were 12.8% and current year for the first nine mevehare at 12.6%. So
given a certain top line the bottom line is more or less following as a ratio thatésor less

at the same level, 2014 also was 12.6%. | do not have the absolute numbers of tfentiine m
of the previous year. So | am not abledtwthat comparison. But for full year if | take 2012
was 12.8%, 2013 was 12.4%, 2014 was 12.6% and 2015 nine months is 12.6%.

| can send an email to you. While SKF do have things like Polymer Ball Bsaion F&B
industry and also yomake some maintenanéee spherical plaiBearings, etc. Just trying to
understand round the year, will we also be making or supplying norbastadl Bearirg
What is the future that holds?

It is very applicatiorspecific in terms ofvhere do the nometal Bearinggo is very secter
specific. So there are ceranBearings, for example, there are plasBearings, but they are

very applicatiorspecific, they do not go and readily substitute mB&ringunless a specific

value is beinglelivered to the customer, for example, in Food and Beverages you do not want
any rust to settle. That is why you want to use plastic. Highly abrasieements you want

to make sure that you do not end up with failure, so use ceramic because thdemgpoinave

to worry about abrasiveness in the environment and so on. So depends on the application | do
not see a day where plastic will go and replace metal or vice versa in this particular

application.

I am trying to understand isdte a possibility of market moving slowly towards that. Do we
have a capability to supply those types of Bearings currently from a gloltfalipoor some

customers that are asking?

F&B we are very strong. There are guys who would not touch any B&aingother than us
because it is not only tHgearingbut then you also have to have the food grade, grease and the
seals. It is a whole contraption that needs to be food grade as it is called andweey are
capable of that. That is not the problem for me. But | was more is ther takinig place. |

am saying that | do not see that yet.
Are we gaining market share or losing market share in any of the key segveemperate in?

You mentioned wind where you have ddabulously, but just trying to get a sense of where

are we?
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There was a time when we were notl13®46 in Car market, we were probably more like 20

25% in Car market, but we lost out because in the first round of third generationg®ehich
happened in 2009 around that time. Remember that in Automotive if you lose itccontra
2009, you can come and catch up in 2013, 14, 15, and then the program gets delayed or
something. So 2009 awarding to the 20@Othe programs that got award¢key went the

other way. So we lost out on generation three on wheel ends for the new cars. The second
round has now come and we have as mentioned in the past also we have a contratt that wil
start delivering 2016 December onwards. When that comeslaytoggain, the share will start

to look better. But till that time | will continue to have this problem that | lost out on aesg¢gm
which grew and | do not have an offering because | am not present on those platfoday, “T

can | make th®earin@” “Yes, but will | be able to bid and win?” No, because they would not

change...

And these are restricted to particular type of Cars with third generatids ibracross all

platforms across all models.

It is an OEM decigin, right now if an OEM has taken a decision, then on this platform
whatever car | make, the wheel ends will be top three. Then depending on howdbescar

the market, if the car does very well and | am not on that, | will continue toploater and
poorer in terms of segment share. | just want to comment in addition to the answeowiat M
gave. | think your observation on saying what is happening to our margin. | wanteonstiar

you that we are seized of the issue that as the economy has betagment, as lots of our
customer segments where we were strong have become negative griemtéd the challenge

for us as management is obviously to find ways and means of pulling us out of thairsituati
and there are several steps that we are taking to see if that can happen. We have already taken
some, but my own analysis is that that has only kept us at the current levélax®&' not
degrown, in that sense we are a slave product, so if somebody makes 1000 truakinstea
10,000, then myBearingsales go down in the same proportion but we have not allowed that to
happen to us. We have taken a lot of tests but obviously | was talking to mynddnsad
“Guys, whatever we have done is only keeping us where we were.” So dé¢onée it even
moreof what we are doing or even different stuff than what we are doing” and thattisvesha
are working on right now. Top line growth is a key criteria. We will keefffitient and
rangebound in terms of percentage but in rupee number terms it has tooghpwhen the

top line grows.

Thank you. The next question is from Shreenath Krishnan from Sundaram Mutual Fund.

Please go ahead.

Since you are a leader in the Replacement segment, are you seeing increased cofrgatitio
Chinese players or how is the environment or rather you are seeing pricing pressongsur
competitors here in India? And secondly, sometime back you mentioned that yenitiaig
certain segments which are not profitable. So how would that sharedtalirevenue maybe
next three to four years time if you were to slowly run down the business, would it be

something like 4% of current business that you would want to run down? Generally, you
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mentioned that gradually you are trying to reduce certain businesses whidotaclearly

profitable for you.

Yes, you are absolutely correct. That is what we will work up on bechase is no point
chasing a pot at the end of the rainbow when there is no gold in it. And that is a strategic
alignment of portfolio we will continuously do, we are doing it and we will continueotd d

which is one dimension.
Which are the segments that you would want to reduce your share?

There are, for example, the Ceiling Fan segment was there which at one timamirzand in

our business, it is completely vanished but now with the demand coming back for higher
performance Ceiling Fans we expect the segment will come back. There wasadn&meur
entire Bangalore factoryas set up to serve that segment. Now it is completely gone. We do
not sell hardly anyBearing to the Ceiling Fan industry but it is now coming back. A similar
thing was happening to Electric Motors. Again, they are coming back because now peopl
realizethat reliability is more important going forward. We see return of that segmewell

from almost complete oblivion to ul.we expectthen something can also move out in the
similar direction that can happen, we have seen for example certain segmbrsstrial
Material Handling, in end user segments in Mining, in Metal where we felt thadsitjust
becoming completely commoditized and there was no value proposition poSsilhaybe

they will move out.
Put together how much ivall these be?

It is so easy to lose a customer. You just do not have to do too much to lose a customer

whereas to win you have to do the whole yoga asanas of all size.
And in the Replacement market what is ém¥ironment?

Replacement market in terms of environment as we see it is, a) | do not seajanghange
happening in the competitive landscape of the market except that fact thatwyese yaght,

we do see a lot of Chinese play especially in the Automotive Aftermarket whereateya h

big play, because the end user is not playing a role in determining in what he or she want
which is #1; #2 is some of the policies that have come into play recently also areryot
friendly to the Rearing industry per se. We now have in position of 20% safeguard duty on
steel which has been brought in addition to 20% duty that was imposed last yeandSepl e
paying duty at a higher rate whereas somebody who mak&g#ngin China does not have

to do that and when he brings Bearing into this country, it is not taxed at the saniteigate,
taxed at a very low rate of 5 to 7.5%. That creates what | call as-levedplaying field. But

at the same time we do not want to complain about itwhat it is. We have decided that we
will fight it through the weapons we have. | cannot keep on complaining about thaigact t
protection for our industry and no protection for another one. It is what it isveSbave

decided that we will shift our geaasd we will enhance the service portfolio, we will enhance
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the bundling of our offerings to the customer, we will create a different yabaposition for
him which is so compelling that these things become insignificant. That islangfeafor us
there.

Thank you. The next question is from Shraddha Sheth from Edelweiss. Pleasadjo ahe

Just twethree questionsye had an yeaon-year dip of 26(psin gross margin. So wanted to
understand what explains that? Is it just the mix or even the commodities psdbrpagh?

What is the clause with our customers? | just wanted to understand that first.

Commodity prices have actuallydrefavorable to us and we have not had to pass on too much
in terms of price reduction, but, yes, the mix has definitely played exdliffe; last year same
quarter the Traded was 41% and Manufactured was 59%; now it is 43% Traded and 57%
Manufactured. So that has made some impact. Also compared to the same qugeer las

have FOREX loss this time of 18 million compared to a gain of 47 million samesqlast

year. So that swing is 65 million.

Just wanted to understand on this comityopricing. How is the pricing structure annually?

How is that we pass it on to our customers or do we retain majority of it?

There is no pass on either way when the prices go up, go down. It is always@qfdasard
negotiation beteen the customer and us. Generally, pricing negotiations are done once a year,
but sometimes if absolutely something very big happens, then, of course, we a®uiddia
than once a year price negotiations. Generally, price levels have remained reestealyl |
would say, but mix of course makes a difference and then of course competitivapenalso

makes some difference.
So this is more of an industry phenomena where there is pricing power for eachgiit@s, ri

| would not say it to absolute pricing power, | would not say it is absolutely weakoimgpit

is a reasonable equilibrium between the customer and us.

As Mr. Joshipura was mentioning that 2016 onward the previous cycle when we hauak lost
on the third generation within the Four Wheelers, any new OEMptewhich are on the anvil
that we are expecting within and also just wanted to understand, so we have aslediyr

the platform is that to match up what we missed out on?

It is true that we missed out on the first wave of third gener&@@aring solution is going on

the wheel ends of cars, but in the second round, we have won a significant one with the bigges
guys out there which will start production for us2016 end because initial in their own
philosophy it is going to be manufactured differently, but 2016 end onwards all the volumes

will come here and that is when we will be supplying the volumes to them.

Page 16 of 18



alkF

Shraddha Sheth:

Shishir Joshipura:

Shraddha Sheth:

Shishir Joshipura:

Shraddha Sheth:

Shishir Joshipura:

Shraddha Sheth:

Shishir Joshipura:

Shraddha Sheth:

Shishir Joshipura:

Moderator:

Kunal Bhatia:

SKF India Limited
November 2, 2015

Is it possible to qualitatively sha few of these OEMs because anyway it is more than two

supplier scenario?
That is why we are not allowed.

On the localization including the local within SKF technology, what is it thaaneespending
because 15% is puyewithin SKF India. So along with technologies, what is the target for the
group to take this up?

Shraddhawe are not working on some target thing say 50% localization. As Mowli was
explaining because those kind of statements do ndkt f@o us because if it was requirement

of capital, land, machinery then | can have a target like that. Here the contradiogi§ what
returns on investment can | justify for what volume8eéringrequirement in the market and

I think that is someihg that depends on how the market will develop. | can continuously see a
positive development going forward. If there is a business case we will ritsiténds put

money wherever it is required to make it locally.

If you can give a numbdive years back where were we and today where are we in terms of
percentage combined SKF India as well as Technologies how much was local andehow ar

standing today, as you say we have been progressing well

Five years back SKF Technoleg did not exist, the Ahmedabad plant just started in 2010 but
today we are about 1P3% of our Traded goods is now from Ahmedabad so in that sense that

is local.

On the Replacement within Automotive as we saw the slowdown in the Auto @ENs|ast

three years, do we see any impact in our replacement cycle in the next two gegrs or

The Replacement cycle is on a much bigger population of vehicles. So a coypdeso§low
down does not have too much of an impactten total Aftermarket Replacement. Then the
weakness has to be prolonged for a much longer period of time for you to see thaengaffect
the Aftermarket.

So you are saying it should not be felt as much because it gets more dispessesgthec

cycle being longer?

Correct.And when people do not buy new vehicles they obviously sweat the older vehicles

even more.
Thank you. The next question is from Kunal Bhatia from Dalal & Broacha.d’{gaahead.

You mentioned a big opportunity in Railways. Could you elaborate a bit more on the same
stating that how much are we currently because now we are currently maitlg fdassenger

side. What kind of revenues or a percentage share of revenues are ...?
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Indian Railways roughly 40% is Passenger business, 60% is Freight businessvasre &ero
in Freight business and now we start to play. Of course, Railways has layruthich they
allow you to come in and participate. Even if we are aidtldr you do not get majority share
in year two, it is a gradual progression 5, 10, 15 like that. But the good news ferthere
start to participate in the 60% of the market, just one dimension. Second is theogeavpr
that | talked about the safetglated stuff and enhancement of performance, high speed, they
start on a working platform. From that perspective on those we will comp#teut any
disadvantages compared to the competition, obviously, because some of taeeguysplying

for many yees, they have an advantage over me as they are established suppliers.
This 40% and 60% would be how much total amount wise?

Indian Railways is roughly Rs.1000 crores market.

And in case of the 40% what is aslrare in the Passenger side?

On the Passenger side we have a very significant share; | think about 60%.

Just one clarification. You mentioned in case of Industrial we have 15% localizetieand t

85% imported, and out of i¢th some part is from Ahmedabad?
Yes.

Ladies and Gentlemen, due to time constraints that was the last question. | exdiklento

hand the floor over to Mr. Vijay Chaudhury for closing comments.

Thank you. On behalf of SKF India Limited, | would like to thank you all for joining usytoda
in this conference call. Should you have any further queries or questions for themantag
kindly drop me an email at vijay.chaudhury@skf.com Have a great day ahead.

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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