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This festive season, the forging and auto component industry is yet to
witness healthy growth

e The increase in steel prices has hammered the Forging Industry in India

e High fuel prices are still impacting customers and affecting purchase decisions

e The demand-supply imbalance may affect automakers during the festive season
e Global chip shortage has resulted in drop of vehicle sales in this festive season

e The high raw material prices continue to be a challenge

November 15, 2021: India's auto sector, which grew at a rate of more than 10% in the early
2010s, is now struggling to stay in the green. Due to various factors such as semiconductor
chip shortages, rising input costs, rising commodity prices, and rising fuel costs, total
automotive sales in India have declined in double digits in the last two fiscal years (FY20
and FY21). Thus, the overall auto- components and forging industry have not seen an
improvement in their order books.

The industry anticipated a rebound for the overall passenger vehicle market following the
second wave of the COVID-19 pandemic. However, it is the supply, not the demand, that is
likely to lead to longer wait times, which will have a long-term impact on consumer
sentiment. Maruti Suzuki, Toyota, Hyundai, and Mahindra & Mahindra have already
indicated that their vehicles will be more expensive in the coming months. As a result, the
forging and auto component industries are anticipating a bleak festive season this year.

According to SIAM, total | passenger Vehicles Sales Sep-20 Sep-21  |Growth (%)
production of Passenger Vehides’ FCA India Automobiles Pvt Ltd 554 1311 136.64
Force Motors Ltd 151 0 -100.00
Three Wheelers, Two Wheelers, |55 4 Cars india Ltd 10199 6765 -33.67
and Quadricycle was 2,125,304 |Hyundai Motor India Ltd 50313 33087 -34.24
. . Kia Motors India Pvt Ltd 18676 14441 -22.68
units in  September 2021, @ |\ihindra & Mahindra Ltd 14857 13134 -11.60
decrease of (-) 18.89 % from |MarutiSuzukilndia Ltd 147912 63111 -57.33
MG Motor India Pvt Ltd 2537 3241 27.75
September  2020.  Passenger |y uotor india put Ltd 780 2816 261.03
vehicles fell into negative territory, |Renaultindia Pvt Ltd 8805 7326 -16.80
. . . SkodaAuto India Pvt Ltd 1312 3027 130.72
with domestic sales fa”mg 41.1%to Toyota Kirloskar Motor Pvt Ltd 8116 9284 14.39
160,070 units in September 2021, |Volkswagen India Pvt Ltd 2050 2421 18.10
Total Passenger Vehicles (PVs) 272,027 160,070

compared to 272,027 units sold in
the same month last year. Maruti Suzuki India Ltd took a significant hit due to the chip
shortage, and its domestic sales declined last month. However, the company's exports
increased by 124% year on year in September. Hyundai maintains its second-place position
in terms of cumulative sales in the country. In September 2021, the company had a 34%
decrease in sales. Tata Motors is the only one of the top five automakers to report positive
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sales growth in September. In terms of total sales, Mahindra is ranked fifth. The company's
sales fell by 12%. Apart from that, total two-wheeler sales dropped 17.3 % to 1,528,472
units in September 2021, compared to 1,849,546 units in September 2020. However, three-
wheeler sales increased 53.7 % to 29,185 units in the review period, compared to 18,976
units in September 2020.

Sales Figure (September)

m 2020 2021
20 18.49
18 28
16
14
12
2 10
g
= Z 272
g ﬁ 0.19 0.29 1“08 0.92
E o -
2 passenger Three Wheeler Tractor Two Wheeler
vehical
m2020 272 0.19 1.08 18.49
2021 1.6 0.29 0.92 15.28

The apex body of the forging industry in India, the Association of Indian Forging Industry
(AIF1) expressed concerns with regards to High Steel Prices, the increase in steel prices has
hammered the Forging Industry in India. This year AIFl had raised its concern over high steel
prices to the Honorable Prime Minister, Shri Narendra Modi. The association also wrote to
Ministry of Micro, Small and Medium Enterprises, Ministry of heavy industries, Ministry of
Steel, and Ministry of Commerce and Industry. With the ripple down effect of declining
automobile sales, the forging industry is facing the heat with a sharp decline in demand
which has resulted in substantial production cuts. The Indian Forging Industry primarily
caters to the Indian Automotive Industry, which accounts for 60-70% of the forging
production, with the auto sector witnessing the slowdown the forging industry has
witnessed an average slowdown of 50% of the total capacity.

Mr. Vikas Bajaj, President, AIFI (Association of Indian Forging Industry) said, “The industry
is still going through challenging times after the second wave. The sector faces new
obstacles on a regular basis. The industry is currently concerned due to the lack of semi-
conductor chips. It has an indirect impact on India's forging sector. Additionally, customers
are experiencing extended wait times, and the demand-supply imbalance may have an
impact on automakers throughout the festive season. Furthermore, the rise in steel prices
has harmed India's forging industry. The basic requirement in forging industry is “STEEL”
and the current price hike has disturbed the supply chain. If this continues to exist, the high
steel prices will reach inflation levels more than what the country is currently witnessing.
Additionally high raw material prices continue to be a challenge and high fuel prices
continue to have an impact on customers and purchase decisions. If manufacturing
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production and demand do not improve in the coming months, the forging and auto-
component sectors will continue to struggle”.

The forging industry in India comprises 85% of the MSME sector. Over 3 lakh people are
employed directly in the industry, with an equal number employed indirectly. Indian forging
industry is the second largest in the world, next only to China. The forging sector has been
identified by EEPC as one of the key sectors for export growth. The Indian Forging Industry
has always been a growth driver of the Indian manufacturing sector, and it is one of the
important industries enabling and sustaining the success of the country's automotive,
power, and general engineering sectors. The industry has been meeting the requirements
of OFM’s under the Ministry of Defence, by being a significant contributor to the ‘Make in
India’ initiative.

Mr. Yash Jinendra Munot, Vice President, AlFI said, “We believe that the government must
take a comprehensive approach to reviving the reeling Indian forging sector and providing
the necessary impetus. The industry is hoping that the government will take a few
immediate steps. The revival will be critical in strengthening the Forging Industry and
providing collaborative platforms to address the industry's challenges. The introduction of
"Electric Vehicles," will be a direct impact on the forging industry, reducing demand for
moveable parts used in vehicles which will result in major unutilized forging capacities.
However, the industry continues to support our government in their green mission. As a
result, it is time for the forging industry to expand into non-automotive domains such as
infrastructure, defense, healthcare, and railways where the current government is also
investing heavily”.

With an annual output of about 20 Lakh Metric Ton (FY 20-21 Approx.), the Indian forging
industry has about close to 400 forging units, of which 80 to 82 % can broadly be
categorized as Tiny and Small Enterprises. While 10 % are Medium Sized, the remaining
being Large Scale.

While SMEs contribute 30 % of forging production, the Medium and Large-Scale units
contribute 70 %. With a total production worth INR 45000-50000 crore the forging industry
provides direct employment to more than 300,000 people in the country along with an
additional 60000 contract labourers.
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ABOUT AIFI:

Association of Indian Forging Industry (AIFI) is the apex body of the Indian Forging Industry.
At present, it consists of over 200 members, who command a large market share of the
total production of the Indian forging industry. The role of AlFl is to promote and develop
the Indian Forging Industry to meet the demands and expectations of forging customers
and end-users, both domestic and global) by improving the business environment for its
members and contribute in increasing their competitiveness through mutual co-operation
and understanding of all parties concerned and constant updating of information and
technology.




