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Feedback is a leading business to business research based consulting firm
operating out of India since 1985. Feedback operates though its 100 executives
based in offices across India (Bangalore, Mumbai, Delhi and Chennai).

Feedback has undertaken over 1600 market research engagements across
diverse industry sectors like Automotive, Banking & Finance, Chemicals &
Plastics, Construction, Electricals & Electronics, Environmental control, Food,
General Engineering, Healthcare, Heavy Engineering, Glass, IT & ITeS,
Logistics, Steel & Metals, Oil & Gas, Paper & Printing, Power, Retail, Telecom,
Textiles, etc. Feedback has worked with leading Indian and International firms,
Foreign Trade Boards and Associations and served over 200 clients. Repeat
business from these clients has been testimony to Feedback’s business value.

Feedback has enabled over US$5bn investment decisions for leading
International and Indian firms by providing key insights about the Indian
market. This extends beyond market information, analysis, and
recommendation to implementation assistance. Investments by clients in
foreign markets (West Asian and South Asian markets in particular) have also
been facilitated in this manner.

Specific services for International clients include:

* India — Country and business profile; Industry profile (Written Reports;
Presentations)

» Assistance in any market information requirements in India

» Assistance in identifying right business partner in India

 Assistance in entering India (JV / Independent; Location; Office set up, etc.)

e Assistance in organizing India business itinerary for visiting foreign
business groups

For further information please contact:

Sukanya Badri

Business Head - South

Feedback Business Consulting Services Pvt. Ltd.
5th Floor, Oxford Towers

139 Airport Road

Bangalore 560 008, INDIA

Tel: +(91) 80 25201398 / 99

Mobile  +91 98451 89254

Fax : +(91) 80 25201402

Email sukanya@feedbackconsulting.com
Website www.feedbackconsulting.com
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Indian Construction sector -

Introduction

A.1.  Study background A3. Methodology

UK Trade & Investment had commissioned Feedback Business Consulting The report is based on sourcing information from secondary sources through
Services to assess, at a macro level, the current status of the Indian desk research and supplemented by primary interviews with industry
Construction industry and the growth trends over the next five years. This stakeholders. Feedback's existing body of knowledge in this area has also
study was commissioned primarily to understand the opportunities for UK been leveraged.

based infrastructure equipment companies to invest in this sector.

Desk research includes collecting information from accredited sources like
o ) industry associations, business publications, respective ministries,
A2. Key objectlves of this engagement Government databases, Chamber of Commerce and Industries, financial

¢ Structure of the Indian construction industry and its various stakeholders reports and other such reliable secondary sources.

¢ Opportunities in the current market, growth trends and any need gaps
« Size of the industry, outlook for the next 5 years
¢ Likely new projects in the concerned sectors in the next 5 years

¢ To understand the urban regeneration scenario and its impact on the
construction industry

¢ To understand the growth drivers of the Indian construction industry

The study proposes to cover the entire spectrum of Indian construction
industry which comprises

¢ Projects
¢ Materials
e Services
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AA4. Coverage » Support Factors
The following segments have been covered in detail: * Adhesives
. e Labour
¢ Projects . Construction Eau .
e Roads onstruction Equipmen
* Railways .
Ai e Services
e Airports : _
P ¢ Project Management Services
* Ports

e Architecture

¢ Power Generation, Transmission and Distribution ) )
e Consulting Engineers

 Qil & Gas - Exploration and Refinement
e Mines

e Bridges and Tunnels

e Dams

e Materials
e Cement
o Steel
e Glass
e Aluminium
¢ Paints
e Tiling Products
e Electrical Products
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Executive Summary

India's infrastructure industry is currently going through unprecedented boom
phase, largely due to the growth of the economy which is pegged to rise by 8-
9% annually. India needs to invest substantially to support such a growth in the
infrastructure sector - Roads, Airports, Ports, Power and Transport Systems.
The infrastructure sector has seen major developments in the last 4 years but
there is still a long way to go. India requires a total investment of £170 Bn -
£185 Bn by 2012. With over £105 Bn investments promised by various private
players in the next 5 years, India's infrastructure is set to improve rapidly with
an estimated CAGR of 15%. India needs investments £37 Bn (Source: FICCI-
World Bank Report) every year for the next 5 years to support the planned
infrastructure enhancement activities.

The infrastructure development activity has triggered the growth in the various
construction related industries such as:

1. Projects, which can be further divided as:
a.Infrastructure projects
b.Building Projects

2. Materials - Basic and advanced materials

3. Services - Project management services, Architectural services etc.

Indian Construction Industry
| |

L 3 '] v
| Projects | | Materials | Services
I 3 Basic materials Project Management
+  Steel ervices
| Infrastructure | | Buildings | Cement Architectura
- Roads « Residential Wood Consulting
Alrports « Commercig Dm?r:‘gtﬁe#als
Fiods * Industrial Aluminiurm
Railways Glass
Power Paints
Qil & Gas Tiles
Mines «  Electricals
Darms Support Factors
Eridges & Adhesivas
Tunnels Labar
Construction
Eauipment
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Executive Summary

The Ministries or the concerned departments are the authorities who identify
the need for infrastructure. They commission respective authorities like
National Highway Authority of India (NHAI) or Airport Authority of India (AAI)
for executing the respective infrastructure development projects. The
executing agencies are responsible for formulating, designing, evaluating and
executing the entire project and also to suggest necessary guidelines for the
government. Funds for various projects are allocated from various sources
including international agencies like ADB, World Bank, etc. and government
sources like Prime Minister’s Fund, budgetary allocations and the like. These
funds are forwarded to the respective ministries or execution agencies to
execute the project. The consulting agencies carry out the feasibility studies
and guide the construction companies to execute the project. Large
construction companies include major infrastructure builders and promoters
who develop individual projects, carry out the consulting activity in-house for
the project in co-ordination with the executing agencies. Depending upon the
availability of resources, the project is out-sourced to sub contractors with
sufficient skilled, semi-skilled and unskilled man power and executed in co-
ordination with the construction raw material and equipment suppliers.

PROJECTS

Infrastructure

The infrastructure sector has seen major developments in the last 4 years and
there is still a long way to go. According to the 11th Five Year plan India
essentially needs more than £170 Bn for infrastructural projects. The
government plans to source these funds from combinations of Public-Private
Partnerships (PPP), Public investments and exclusive private investments. The
investments requirements by 2012 as estimated by the Committee on
Infrastructure headed by the Prime Minister, in some of the important sectors
are £25 Bn for roads, £35.3 Bn for Railways (of which £14.1 Bn is expected to
be sourced through Private Partnerships), £4.7 Bn for Civil Aviation
infrastructure and £5.9 Bn for the purpose of Ports.

India Report
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e Reliance Industries Limited (RIL) and Haryana State Industrial and
Infrastructure Development Corporation (HSIIDC) have signed a joint venture
agreement to set up a £3 Bn multi-product Special Economic Zone. This SEZ
is expected to create 0.5 mn jobs. RIL might also tie up with global giants
such as Disney, Time Warner or Universal to establish theme parks and
entertainment centres for attracting tourists®

e Videsh Sanchar Nigam Ltd (VSNL) has plans to set up a new SEZ near New
Delhi with a focus on IT and ITES sector. It plans to develop the SEZ with an
investment of £234.3 Mn"

The SEZ projects could significantly support the growth plans of corporate
India and help the economy maintain the growth momentum. Success of these
initial projects would attract the setting up of more such in the coming years.
Overseas companies could also strengthen their presence, as a SEZ offers
significant tax advantages.

C.3.2. Industrial clusters

Industrial clusters can be defined as the sectoral and geographical concentration
of enterprises, in particular Small and Medium Enterprises (SME). THE
development of industrial clusters as a tool for increasing production, triggering
economic growth, alleviating poverty and removing regional economic imbalances
is gaining momentum in both the developed and developing countries. The
concept was introduced in India in the Ninth Plan with the assistance of United
Nations Industrial Development Organisation (UNIDQ). It is estimated that nearly
390 urban SMEs and 2000 rural and artisan based clusters exist in India. The SSE
clusters in India are estimated to have a significantly high share in employment
generation. Although they constitute 60 per cent of India’s manufactured exports,
most clusters have not been efficient economic performers.

Yet, recognizing their economic potential, the Government has decided to
promote cluster development as one of the main pillars of its Small Enterprises
Development Policy.

Some Indian SSE clusters are so big that they account for 90% of India’s total

production output in selected products. India has several important industrial

clusters like the knitwear cluster of Ludhiana and Tirupur, the entire Gems and
Jewellery from the clusters of Surat and Mumbai and the leather and leather

products clusters of Chennai, Agra and Kolkata.

Jharkhand
1%
JEK
Haryana 1% MP
%

3%

FOri ssa
3%

Punjab
8%

12%

/ Rajasthan
5%

1%

Total SMEs - 388
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However, the majority of Indian clusters, especially in the handicrafts sector,
are very small with each less than hundred workers, so specialized that no
other can matches their skills and the quality of their output. However, due to
traditional manufacturing practices, performance inefficiency and working in
isolation has brought down the success rate of such SMEs.

As a result, both private and public sector institutions at the Central as well as
the State levels are increasingly undertaking cluster development initiatives to
help these SMEs grow at a sustained pace and deliver quality products of
international standards.

For the purpose of Industrial Clusters, the Government of India has allotted a
corpus fund of £112 Mn for supporting the industrial and technological
upgradation of industrial clusters coming up across the country. This figure
might rise keeping in view the various initiatives taken up by each of the state
governments.

The Mumbai Pune belt for example houses industries like textiles, machinery
and IT. The Noida-Gurgaon belt also has a similar pattern. Hosur-Bangalore
has a lot of aerospace, defence establishments among others. Hyderabad is
known for its IT clusters and Gujarat for chemicals.

Indian government has sanctioned a total of 26 Textile Parks out of 30 under
the scheme for Integrated Textile Parks. Provisions were raised by a massive
248% to £50 Mn in the latest union budget (2007-08).

Government initiatives

Constant encouragement given by the state and central governments has
fostered the IT revolution with IT clusters in Bangalore, Delhi (NCR), Chennai,
Hyderabad and Pune.

The Industries Department of Kerala has identified 44 clusters for development
in the State. Diagnostic studies have been done on plywood cluster (at
Kannur), agriculture implements (Shoranur), rubber (Malappuram), food
processing (Pathanamthitta and Kozhikode), cane craft (Thiruvananthapuram),
bell metal (Alappuzha), leather (Kottayam), garments (Wayanad) and clay tiles
(Thrissur). Based on the diagnostic studies, 10 consortia have been formed and
are expected to attain sustainability at the end of this year.

Industrial clusters in Andhra Pradesh include marine food processing at
Bhimavaram in West Godavari district, powerloom at Sircilla in Karimnagar,
leather at Nalgonda and Nellore, precision engineering products in Rangareddy
and coir products in West Godavari district. The Centre had earlier approved two
major industrial clusters — pharma at Visakhapatnam and auto components at
Vijayawada. The central government has sanctioned £3.5 Mn and the state
government has sanctioned £2.35 Mn for the development of these clusters.

Indian Machine Tools Manufacturers Association planning for a dedicated
machine tools manufacturing zone with the help of Karnataka Government with
requires a land of 200 acres and an initial investment of £69 Mn. This cluster
will house nearly 100 SMEs manufacturing machine tools.

Italy and Switzerland in association with the UNDP have developed industrial
clusters in Rajasthan, Punjah, Tamilnadu and Karnataka.

India Report
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C.3.3. Global Manufacturing Hub

The annual growth rate of industrial production in India is 10.6 % for the period
Apr-Nov of FY ‘06-07. The growth rate in the manufacturing sector was 11.5 %
for the same period compared to previous year.

With the emergence of a vast domestic market and relatively low cost workers
with advanced technical skills, the country is on the verge of becoming a
manufacturing powerhouse in the coming years. India is attracting the world
corporations for starting up their manufacturing hubs with its proven skills in
product design, reconfiguration and customization with creativity, assured
quality and value addition. Adding to this is the India’s cost benefit, which
makes the products manufactured less costly by 20 to 30 % compared to the
ones manufactured in the other global developed markets.

There are several MNCs that have leveraged the manufacturing advantages in
India over the years. General Electric was the pioneer in starting business
process outsourcing in India and has plans for making India its industrial
manufacturing hub. Intel has already invested £881.6 Mn in India, and is mainly
engaged in research and development activities. ABB, Schneider, Honeywell
and Siemens have set up plants to manufacture electrical and electronic
products for domestic and export markets. LG, Motorola and Nokia make
handsets in India with a sizeable share of production being exported. On the
other hand, the government also is chalking out a new policy for
manufacturing of capital intensive products like semiconductors, LCDs,
storage devices and handsets.

The incentives offered in this regard are expected to attract giants such as
AMD, Infineon, IBM and Toshiba in setting up manufacturing plants in India
and there by contributing to make India a global microchips manufacturing hub
of the world. Further catalysing it is the growing domestic electronics market
in India which is expected to grow to £188.3 Bn by 2015.

The other major companies that are functioning successfully in India are
Samtel Group, Moser Baer India Ltd., Hical Magnetics, Tyco Electronics, Midas
Communications, Elin Electronics Ltd and Cadence Design.

This trend of global manufacturing outsourcing from India by development of
manufacturing hubs is rapidly embracing other industrial sectors like
automobiles, auto components, engineering design, pharma research, clinical
trials, and a variety of other services.

Major international automobile players like GM, Ford, Daimler Chrysler, Toyota,
Suzuki, Honda, Hyundai and Volvo have commenced manufacturing activities
in the country. Of these, Ford, Hyundai and Suzuki all export cars from India in
significant numbers. Chennai, Bangalore, Pune and Faridabad are the regional
pockets in India were this industry is located. Indian ancillary component
manufacturers like Bharat Forge, Lucas TVS, Sundaram Fasteners are globally
reputed and are based in Pune and Chennai respectively.

In the case of pharmaceutical companies, top MNCs like Pfizer, Merck, GSK,
Sanofi Aventis, Novartis, Teva are now sourcing from India for their global
demands. The domestic companies like Dishman Pharma, Divis Labs, Matrix,
Shasun Chemicals, Strides Arcolabs, Jubilant Organosys, Orchid
Pharmaceuticals and many others are undertaking contract manufacturing for
MNCs across the globe.
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Indian Biopharmaceutical Company, Wockhardt are planning to establish a
special economic zone (SEZ) in Aurangabad, spread over 107 hectares of land in
order to expand manufacturing and research facility. Efforts in this manner by the
major pharmaceutical companies and increasing exports of drugs from India are
paving way for India to be a global manufacturing hub in this sector.

With changes in the Mining policy, India is becoming more attractive to foreign
metal companies, which makes it easier for them to access to the country’s
largely untapped mineral resources, especially copper, zinc and lead. Considering
cements, global cement major like, Lafarge and Holcim have started their
operations in India, capturing the low cost manufacturing advantage of the country.

Finished leather goods are another manufactured item that is highly sourced from
India into the European markets. Quality leather and good craftsmanship are the
factors favouring it. Large brands, particularly footwear manufacturers, around
the world are planning to set up shop in India.

Government of Karnataka is developing its tier Il and tier Ill cities like Hubli and
Shimoga for automobile and cement industries. Karnataka government has
already allocated £66.35 Mn for this purpose and in another part of the state, food
processing industries have promised to invest nearly £153 Mn for setting up
production facilities at Mangalore and Udupi over a land spanning 430 acres.

Even though much of the textile products are sourced from India, now in the
quota-free textile regime, foreign players are keenly watching the sector for
picking up equity in Indian textile firms and setting up their own
manufacturing base here. The Indian textile industry has the potential to
reach a size of £1 Bn by 2010 and can be the manufacturing base for major
companies in Europe and America.

Poor regulatory policies, high cost of power and delays in road and port
transportation have always weighed heavily against India. Now with
advancements in these areas, especially the policies, transportation, power
and infrastructure of the country together with the advantages of skilled
labour, availability of resources and lower production costs, the manufacturing
industry is set to flourish. Also, when the smartest and most efficient
companies in the world are selecting India for setting up their manufacturing
facilities it is a clear indication that over the next few years, India is racing
ahead to become a manufacturing hub of the world.

India Report
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C.4. NEW INITIATIVES
C.4.1. “GREEEN BUILDING" INITIATIVE®:

The Green Building movement has stated as recently as 2002-03 in India with
the first ever Green Building being the Green Business Centre in Hyderabad.
This trend is growing at a rapid pace three to five times growth every year. IT
all began with a 20,000 Sq. ft of built up area in 2003 and is expected to touch
10 Mn sq. ft by the end of 2008. A variety of projects such as residential
complexes, exhibition centres, parks, hospitals, educational institutions,
laboratories, IT parks, airports, government buildings and corporate offices.

The following chart projects the growth potential for Green Buildings in India

211

2006 2007 2008 2009 2010

Market Potential (£ Vin)

The Indian Green Building Council (IGBC) which is a part of ClI-Godrej GBC
has taken the initiative of promoting the Green Building Concept in India. This
council is represented by all stakeholders of the construction industry like the
material manufacturers, architects, institutions, corporates, media, etc. A
systematic rating system has been developed called the Leadership in Energy
and Environmental Design (LEED-India) which has been operational since 1st
January 2007. Projects will be accepted for certification under the LEED India
rating system.

The availability of material and equipments necessary for Green Building
construction is important. Some of the green materials available in the country
are fly ash cement, recycled aluminium, Green roof, recycled tiles, recycled
steel, low VOC paints, bamboo based products, HFC based high efficiency
chillers, building controls, recycled wood, etc. A huge part of the market for
green materials is untapped like Jow VOC adhesives and sealants, FSC
certified wood, CRI certified carpets, high albedo roof paints, BIPV, CTI
certified cooling towers, living machines, composting toilets, etc. The
estimated potential for Green Building materials and equipments is estimated
to be of £212 Mn by 2010 which is only for the LEED rating green buildings. If
other green building which only opt for green materials and equipment then
the market would be estimated at more than £2 Bn.

Considering the tremendous potential of the construction sector in India and
the pace at which it is growing (nearly 13-15%) supported by initiative like the
IGBC and LEED ratings, the Green Buildings market is expected to offer a huge
market to the investors.

India Report
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C.4.2 URBAN REGENERATION

Urban renewal or urban regeneration is a function of urban planning that is
common in the developed markets of Europe and America which implies the
use of legal instrument to reclaim private property for civic projects. It is a way
to redevelop residential slums and blighted commercial areas. Major areas of
cities are demolished and replaced by roads and housing projects. Over time,
urban renewal evolved into a policy based less on destruction and more on
renovation and investment, and today is an integral part of development in
many countries.

As a means of development, urban regeneration is in the very nascent stages
in India. Due to the rapid urbanization and increasing population, this concept
is gaining importance as a result of scarcity of available land for city
development and expansion.

Related activities are visible in the metros of the country with Mumbai leading the
race due to rising land prices. The major urban regeneration activities happening
are focused on the garment manufacturing units and the slums in Mumbai.

It is estimated that 500 acres of textile mill land in Central Mumbai, in the areas
of Mahalakshmi, Sion, Worli, Parel and Lower Parel are controlled and owned
by the private firms and the National Textile Corporation. While some of the mill
compounds such as the Kamala Mills and Phoenix Mills have already been
converted into commercial office spaces and complexes, more and more of
such mill areas are getting replaced to hosts several shopping malls, high-rise
apartment and office addresses.

Another form of urban regeneration gaining importance is the renovation of
existing mills and monuments rather than demolishing them by providing a
“Heritage Status” and offering them for commercial and business use by
enterprises. Most of these old monuments and culturally relevant buildings are
converted into luxury resorts and are given a special Heritage hotel
categorisation for operation.

This is more evident more in the states of Rajasthan, Himachal Pradesh and
Gujarat where several magnificent forts, palaces and castles existed and are
now lacking resources to fund them. They offer an exquisite experience
carrying the old world charm and royalty complemented with the modern
facilities. There are more than 100 heritage hotels in India at various places like
Jaipur, Jodhpur, Udaipur, Jaisalmer etc., which preserve the rich architectural
and cultural heritage of the country along with catalysing tourism activities.

One of the major ongoing projects in the Heritage category is at Rajendra Kothi
in Patiala city in Punjab, where the state-owned property has been leased out
for a period of 30 years to Neemrana Hotels Private Limited. The company has
already developed 11 heritage hotel sites across Rajasthan, Tamil Nadu,
Pondicherry, Maharashtra, Uttaranchal, Karnataka and Haryana. The new
hotel to be renovated is expected to be ready for occupation by early 2008.

The other important urban regeneration activities happening all over the country,
especially in the metros are the redevelopment of slum areas by rehabilitating
the residents. The areas vacated will be taken over by railway tracks, hotel
resorts, commercial and residential complexes and modern businesses.

India Report



Click here to return to Contents India Report

Projects

As per the survey conducted by the Government of India during the year 2002 it
was estimated that about 52,000 slums were located in the urban areas of the
country and about 8 Mn urban households lived in these slums. This
represented as high as 14% of the total urban households in the country. The
number of slums was highest in Maharashtra with 32% followed by West
Bengal with 16% and Andhra Pradesh with 15%. About 65% of the slums were
built on public land owned mostly by local bodies, state governments, etc.

Considering the metros, in Chennai City, 40 % of the population lives in slums
and in Delhi sub-standard settlements house is 70 % of the city’s population.

According to the Afzalpurkar Report of 1995, of the total land area of Mumbai
6% of the area is occupied by the slums contributing to around 6,240 acres. 55
% of Mumbai’s total population lives in 2,500 slums. Out of this, 50 slums are on
private land, 25 % on state government land, 20 % on municipal land and the
remaining 5 % is on Central government and housing board land.

Mumbai has a Slum Rehabilitation Authority (SRA) and various projects were
undertaken for developing the slum area for commercial purposes. One of the
major projects in the pipeline is the £654 Mn Dharavi Development Project. The
plan is to make Mumbai slum-free by the year 2015. The uniqueness of project
is that it is self-funded and a group of builders and developers will build free of
cost houses for all the hutment dwellers of Dharavi on the very land on which
their huts are standing today. Extra Floor Space Index (FSI) or Transfer of
Development Rights (TDR) would be given by way of compensation for the
money to be invested by the builders.
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Materials for the Construction sector are contributed by several industrial second largest producer of cement in the world producing 151 MTPA in 2006,
sectors which are classified into: next only to China (1.05 Bn TPA). The installed capacity of cement industry in
. . India is 157 MTPA. This has a direct implication on the sustained growth of

D.1.  Basic materials 8.1% of Indian economy.

e Cement

e Steel The per capita consumption in India is 99 Kg which is very low when compared

« Wood to 447 Kg of France, 450 Kg of China, 630 Kg of Japan and a world average of

267 Kg.

D.2. Decorative materials

e Paints All the large players in the cement industry in India account for 93% of the
total installed capacity with around 129 plants owned by 54 companies. The
last few years have witnessed substantial consolidation within the industry
which include the Swiss giant Holcim Cements acquiring ACC and a stake in
Gujarat Ambuja Cements (one of the most efficient cement companies in the

* Glass
e Aluminium
e Finishing products

* Tiling Products country), Gujarat Ambuja taking over DLF Cements and Modi Cements, India

* Electrical products Cements acquiring Raasi Cement and Vishnu Cements, Grasim’s acquisition of
D.3. Support products such as adhesives, labour and L&T's cement business, India Rayon's cement division merging with Grasim,

. . ACC taking over IDOCL, an so on.
construction equipment
D.1.1. CEMENT® As of end FY ‘06 t_here_were 7 plants with a capa(_:ity excegding 3 MT_PA ata
single location. Likewise, there were 71 plants with capacity exceeding 1

Driven by a hooming housing sector, global demand and increased activity in MTPA. The cement industry has announced a total capacity addition of 42 Mn
infrastructure development such as state and national highways, the cement Tons in the coming two years.
industry has outpaced itself by ramping up production capacity, attracting
global giants and sparking off a spate of mergers and acquisitions to spur India’s cement production has increased by 11.2% during FY 06 to 141.8 MTPA
growth. The cement industry accounts for 1.3% of the GDP. as against 8.6% in FY "05. It has grown at a CAGR of 8.2% over 3 years.

As compared to the FY 2004-05 growth rate of 3.5%, the cement industry has
recorded huge profits with growth recorded at 13% in 2005-06. India is the
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I lled . Production® South India leads in the production and consumption of cement. The prices are
m n:ItI?I'PeA ca;:l;a’(l:]léy M'II"(I;Auc":Yn‘OG also slightly lower in South India as cement stock is in surplus in this region.
( ) - ( ) - The prices are higher in East and West parts of the country. Price differentials

ACC 18,640 17,902 across zones exist owing to the logistics barrier.

Gujarat Ambuja 14,860 15,094 m Share of Share of
Ultratech 17,000 13707 ‘06 (MTPA) | capacity (%) | FY ‘06 (MTPA) | Production (%)
Grasim Industries 14,115 14,649 North 29.59 188 30.17 213
India Cements 8810 8,434 East 22.85 14.5 19.54 13.8
JK Group 6,680 6,174 South 50.76 32.3 44.88 31.7
ey s 6,531 6,136 West 28.94 18.4 24.93 17.6
Century Textiles 6,300 6,636 Central 2 15 2228 157
Madras Cements 5,470 4550 Total 157.15 100 141.81 100
Birla Corp 5113 5,150

Lafarge 5,000 4,573

Others 48,627 38,620

Total 157,146 141,625
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Future plans D.1.2. STEEL
Envisaging the requirement and growth potential in this industry, various India is the eighth largest producer of steel in the world. As of 2005, the Indian
companies are gearing up for expansion/ enhancement of their production’ steel industry has a capacity of 38.08 Mn TPA (Source: /ISl). Per capita
consumption of steel in India is low at 30 kg as compared to other countries - 210
e ACC plans to expand its capacity at its Rajasthan plant from 0.6 Mn TPA to Kg in China while average among developed countries is 400+ Kg. This shows
1.6 MTPA at a cost of £47 Mn. By the end of FY 07, ACC would have its that there is a lot of room for growth of steel consumption in India. Steel
annual capacity at 2 MTPA production has been consistently growing at a robust speed of 11% between FY
e Grasim Industries is expanding its capacities by 8 MTPA in both greenfield 2002 — 06. Consumption of carbon steel in India stood at 44.54 Mn Tons in 2005-06.

and brown field projects at a cost of £291 Mn _ _ _ _
« Madras Cements is also ramping up its operations in Tamilnadu and Andhra India has_ 9 Integrate_zd Steel Plant units with a total productlon_of ove_r_18 Mn
Pradesh by adding 2 MTPA Greenfield project and 2.6 MTPA brown field TPA. Major players include Tata Steel, Essar Steel, SAIL and Jindal Vijayanagar.

project at and estimated cost of £72 Mn and £51.6 Mn respectively. The There are also close to 690 mini steel plants with a combined annual production
plants are expected to be operational by 2008 of 12 Mn Tons. There are 1,600 Hot Rolling Mills in India with a combined

« India Cements plans to add 2 MTPA at a cost of £82.35 Mn and another 2 annual production of 20 Mn TPA and 62 cold rolling mills with a combined
MTPA at existing plants. annual production of 4 Mn TPA. The deficit demand is met by imports.

e Ambuja Cement Easter is expanding its capacity by 1 MTPA at a cost of
£94.11 Mn

* Heidelberg Cements plans to expand its capacities by 5 MTPA over the next
3years in a phased manner

e Lafarge is planning to expand its capacity by 2 MTPA at its Chattisgarh plant

 Jaypee Group is planning to invest £352 Mn in 2007 to increase its capacity
from 6.5 MTPA to 15 MTPA.

e Barak Valley Cements Ltd. plans to invest £82.35 Mn for a new plant of 2.2
MTPA in either Orissa or Jharkhand. It will also boost the capacity of its
Silchar plant from 164,250 TPA to 237,250 TPA.
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Total production of steel in India stands at 44.5 Mn TPA in 2005-06. More than

Total CO_mbmed : Companies™** 18 Mn Tons of steel in various forms is consumed in infrastructural activities
Production capacity across sectors of buildings construction, railways, roads, bridges and flyovers,
(Mn TPA) oil and gas exploration, airport infrastructure, power, towers, etc. More than 8
Integrated 9 18 Tata Steel, Essar Steel, SAIL, Mn TPA of steel is consumed in the construction of buildings alone (including
Steel Plants Jindal Vijayanagar, etc commercial, residential and industrial structures).
Mini Steel 689 12 Jindal Strips Ltd., Mukand Despite the drawbacks in prices and volumes, steel production has grown
Plants Ltd., Mahindra Ugine Steel consistently over the last 3 years with the demand for finished steel has grown
Company Ltd., Jindal Iron & at a rate of 6.4% during FY' 06. The International Iron & Steel Institute (IISl) in
Steel Company Ltd., etc its forecast for 2006 has confirmed the trend in recent years of an increase in
steel use in-line with general economic growth and with the fastest growth
Hot 1600 20 Jindal Iron and Steel occurring in countries with the highest GDP growth such as India and China.
Rolling Mills Company Ltd., Lloyd Steel Per capita consumption is also set to grow to 50 Kg from 30 Kg in India. With
Industries Ltd., etc such a demand in sight, many producers have also increased their production
Cold Rolling 62 1 - capacities over the last few years. It is expected that steel output is set to

increase to 110 Mn Tons by 2015 as compared to the present production
capacities. Growth is also evident from the fact that consumption of Stainless
Steel is growing at 19% per annum as compared to a meagre growth of 4.9%
worldwide since 1999.

Mills Steels, Lloyds Metals and
Engineers Ltd.

Production of Carbon Steel and Pig Iron

Pig Iron (Mn Tons) 5.285 3.764 3.228 4.695

Finished Carbon Steel

(Mn Tons) 33.671 36.957 40.055 44.544
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Future
. .. . )
Perhaps one of the most sought after industry is the steel sector in India with mm
huge investments lined up for the future. Sectors like infrastructure, consumer
durables and automobiles are driving the growth and consumption within the POSCO Chattisgarh, Undisclosed 14.17
country. China is one of the major importers of Indian steel. Among Indian Jharkhand
states, Orissa and its neighbouring states are reaping the benefits of these
investments due to their proximity to the iron ore reserves. Steel SAIL ISCO, 25 :
manufacturing majors like Tata Steel, Mittal Steel, POSCO (Korea) and the Burnpur
Steel Authority of India (SAIL) are all geared up for huge investments in India. ikl Jajpur, 15 0.588
Steel Orissa
Location Capacity addition / Investment™ % Ispat Manoharpur, 5 0.794
Greenfield projects (Mn TPA) (EBn) Industries Jharkhand
Tata Steel Jamshedpur 1.4
Over 102 MoUs have been signed by various steel companies with different
Tata Steel Jharkhand 12 47 state governments. If these fructify, India can realize a steel manufacturing
capacity of 110 Mn TPA by 2019-20. The MoUs are spread across the states of
Tata Steel  Orissa 6 1.8 Orissa (48 Mn Tons), Jharkhand (32 Mn Tons), Karnataka 14 Mn Tons and
Tata Steel Chattisgarh 5 14 Chattisgarh 16 Mn Tons, totalling 110 Mn Tons of fresh crude steel capacity
Mittal s The FDI by POSCO is the single largest in India at £6 Bn for its planned venture
Steel 12 41 in Orissa. The company is in the process of identifying suitable location for its
plant. Others like Russian MMK, Nippon Steel ands Bao Steel are also
Mittal Jharkhand 12 47 exploring options to enter India.
Steel '
POSCO Orissa 12 6.3
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D.1.3. wO0O0D

Wood is used for a variety of applications like full for production of energy,
cooking purposes, construction, furniture, etc. Demand for wood in India stands
at 64 Mn cu. mt as against the supply of the same at 43 Mn cu. mt. India has a
century’s old tradition of wood use, particularly for interior design and furniture.
Most of the wood used in India is hardwood, particularly Teak which accounts
for approximately 50% of domestic consumption.

Because of domestic wood shortages, India is now importing increasing
amounts of wood, primarily in log form. Imports are mainly of Teak logs from
Burma, Malaysia, Thailand and Africa. On just the west coast of India, most
wood imports come through the ports of Kandla, Mumbai and Mangalore. The
total volume of logs into these three ports was estimated to be 288,000 cubic
meters per year. Most wood in India is used for the manufacture of doors,
window frames, wall panels, mouldings and furniture. And a very little amount of
wood is used for energy purposes.

Wood is used in a host of industries like Furniture, Paper, rubber, match sticks
and packaging boxes. Furniture market is also closely related to the construction
sector. Indian furniture market is estimated to be at £4.11 Bn and the wooden
furniture accounts for around 17% of the total market share i.e. £705 Mn.

Demand for wood has grown 50% over the last year. It is taken for granted that
the demand for wood always is way ahead of supply. The consumption of wood
is growing at a pace of 14.15% every year. But the shortage and conservation of
wood in construction sector is driving the market towards aluminium composite
panels, plastics, ceramics, glass, pultruded profiles such as gratings, ladders,
cable trays, solid rods & other sections which are used in many structural
applications etc. Nevertheless, it is estimated that the consumption of wood is
going to double as compared to the current levels by the end of 2010.

D.2. DECORATIVE MATERIALS
D.21 GLASS

The Glass industry in India includes both the Sheet and Float variants. The total
market for Glass in India stands at 787,300 TPA® % by volume and £177 Mn in
value. Glass is used across all the industry segments and importantly in
sectors like construction (inclusive of industrial, residential and commercial),
railways, automobile and appliances. The annual per capita consumption of
glass in India is 0.73 kg as compared to USA (11 Kg), Japan (14 Kg), Europe (all
inclusive — 13 Kg) and China (3.5 Kg).

All variants of Sheet and Float glass are manufactured in India — such as tinted
glass, reflective glass and clear glass. Float glass has a market share of 89%
and Sheet glass of 11%. There are 7 large players including Asahi India Limited,
Saint-Gobain Ltd., Gujarat Guardian Ltd., Gujarat Borosil Ltd. and Haryana Sheet
Glass with integrated manufacturing facilities spread across India.

India Report



Click here to return to Contents

\ETRIEIS

Capacity Production Turnover®®
(TPA) (TPA) (EMn)

Gujarat
Guardian
Limited

Saint-Gobain

AlS

Triveni Glass

Gujarat
Borosil

Haryana
Sheet Glass

Float

Float
Float

Float &
Sheet

Sheet

Sheet

200,750

547,500
200,750
83,950

83,950

109,500

186,585

456,250
456,250
76,000

62,000

70,000

29.4

69.7
24.7

8.8

1

Glass market in India

Exports — Exports —
14;:2:1&?‘ Total Market — 787,300 TPA 33.!:10;%Pn
h T v Import -
Sheet - 153,900 TPA Float - 633,400 TPA 5':“&;}?1\
(20%) B0%)

i Domestic
139,200TPA Fall2
(90%) ey
l |

v
Domestic - Sheet & Float
638,700 TPA
v v v
Clear Tinted Reflective
(83%) (15%) (2%)
TPA - Toas Per Anaunt

India also exports glass to other parts of the world. Around 156,000 TPA of glass
including both Sheet and Float glass are exported from India. Soaring demand
from domestic construction and automobile industry is bringing down the
exports by more than 30% since the last two years. Selective imports of glass
(Float glass) to the tune of 50,000 TPA from countries like Spain, Malaysia,
Indonesia, Portugal and Belgium is in practice.

Glass industry in India is directly related to the construction sector. This is
evident from the fact that 70% of the glass manufactured finds application in the
architectural glass segment. Architectural glass includes the glass used in
building / construction industry, structural glazing, furniture, mirrors, etc. In fact,
building industry is the largest consumer of glass of which hotels, malls,
corporate offices, IT & ITeS structures are often the major users.
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Future

The glass industry, especially the architectural glass, is expected to grow at an
average of 10% every year backed by strong growth figures from construction
sector (12%) and Automobile sector (18.5%). Installed capacity of glass
industry is expected to cross the 1 MTPA mark by the end of 2007. According
to experts, the industry is facing the problem of over-capacity and supply will
exceed demand till 2009. Nevertheless, the industry is still attracting fresh
investments - Gloverbel of Belgium is investing £2.6 Mn and Gurind India
Private Limited is planning an investment of £2.8 Mn in glass processing.

Others
2%

Automotive
15%

Architectural
83%

Total Consumption®: 549,500 TPA

D.22 ALUMINIUM

Aluminium is one of the building materials whose importance is rapidly rising in
India. India has total reserves of 3 Bn Tons of Bauxite which is the core product
for manufacturing of Aluminium. Effectively, it can be said that India has nearly
3% of aluminium reserves of the world of which a majority share (60%) is in the
state of Orissa. Production of aluminium is more that 1.2 Mn Tons in FY '06. But
the per capita consumption of Aluminium is as low as 0.6 Kg as compared to
countries like China 3 kg, 10 kg in Taiwan, 15 Kg in Japan and very low when
compared to the per capita consumption in developed countries like US and
European nations at 20-30 Kg. This shows that there is a tremendous scope for
growth of aluminium consumption in India. Demand for aluminium is estimated
to grow at 6% - 8% in the next 5 years where infrastructure sector will be on of
the major consumers of this non ferrous metal.

There are 3 major primary aluminium producers viz.
 National Aluminium Company Limited (NALCO), a Public sector
undertaking;
 Aditya Birla Group’s Hindalco Industries Limited (Hindalco) and Indian
Aluminium Company Limited (INDAL);
e Sterlite Industries owned Bharat Aluminium Company Limited (BALCO) and
Madras Aluminium Company Limited (MALCO)

Hindalco accounts for the largest share in production of aluminium and it is
followed by Vedanta Group. More than 120,000 Tons of primary aluminium is
also exported to South East Asian nations like Sri Lanka, Bangladesh, Pakistan,
Saudi Arabia and Singapore.
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m Capacity (TPA) Production (TPA)*

Nalco 460,000 356,093
Hindalco 455,000 414,778
Sterlite Group 390,000 440,996

Secondary metal processors like aluminium rollers and extruders either
purchase the primary metal (billets and blooms) from domestic producers or
import the same and process the metal at their own fabrication plants into
semi or fully fabricated products.

Aluminium in the construction sector is mainly used in the form of Aluminium
Composite Panels (ACP) and Extrusions. ACP is primarily used for cladding,
glazing, wall panelling and partitioning, false ceiling purposes and on the other
hand extrusions are used for architectural purposes like doors and windows,
facade, interiors and false ceilings, etc.

ACP are manufactured locally but also imported. There are nearly 16-20 large
players in the ACP market like Alstrong, Eurobond, Fujibond, Reynobond and
Alucobond. Imports are primarily from China, Taiwan and Korea.

Total consumption of ACP in Indian market stands at 3 Mn sg. mt of which
nearly 66% is imported. Generally Tmm to 5 mm thickness ACP is used for
various purposes of different sizes.

Aluminium extrusions are used in the construction sector for architectural
purposes and increasingly replacing wood. Out of the total production of
131,000 Tons of extrusions produced in India, nearly 50% i.e. 65,500 Tons is
solely used in construction, across residential, commercial and industrial
activities. With increased acceptance and rise of structural glazing in modern
structures, extrusions are widely used as support structures for glass &
composite panels. Demand for aluminium extrusions is expected to grow at a
good pace of 14.3% and reach 190,000 Tons -200,000 Tons by FY'09.

Indian Extrusion market
Consumption: 137,000 TONS

|
| : ! .

Architectural - 65,500 Transport — 9,000 Industry - 46,000 Other —10,500
Tons Tons Tons Tnre
Doors FWindows Bus Body Fumiture Automaotive
Facade Rail General Engineering Hydraulics
Interior Truck & Trailer Bus bars Others
False ceiling Other Defense
Other Teudile Industry
Heat sinks
Others
50% % 35% 8%
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Future®

The increased thrust on the creation of infrastructure in the country is
propelling the domestic aluminium consumption. With the construction sector
likely to grow at 15% by FY'09, aluminium manufacturers are stepping up their
production.

* Hindalco is planning for 325,000 TPA Greenfield aluminium projects each in
the states of Madhya Pradesh and Jharkhand.

* Hindalco's greenfield project of 325,000 TPA aluminium smelter and power
generation project is in progress. Various other expansion projects at Muri
(Jharkhand), Hirakud (Orissa), Belgaum (Karnataka) and Utkal (Orissa) are
well in progress

e Jindal Aluminium is expanding their production capacity to 1.5 Mn Tons in
AP with an estimated cost of £1.05 Bn

e Sterlite Industries has recently commissioned BALCO's Korba aluminium
smelter which has an enhanced capacity of 245,000 TPA which is
expected to run at full capacity by the end of 2007.

* State government of Orissa has signed MoUs for investments worth £5.88
Bn with Sterlite Industries, Aditya Birla Group, Utkal Alumina, L&T and
Dubal for various aluminium related projects.

D.2.3. TILING PRODUCTS

The tiles market in India is over 100 years old. The total construction activity in
India, which is estimated at 433 Mn sq. mt (2005-06), is the main driver of the
tiles market. In line with the recent growth in the construction activity in India,
the tiles market is growing rapidly at 20-22% YoY. India’s share of the global
tiles production is around 1.2%. The tiles market in India (FY ‘06) is estimated at
356 Mn sq. mt™#* worth £649 Mn and a per capita consumption of 0.0017 Kg.

Classification of tiles

The tiles are basically classified into wall tiles and floor tiles. The wall tiles
market comprises ordinary wall tiles and designer wall tiles, whose cumulative
market is estimated at 204 Mn sq. mt at £267 Mn (FY "06). Floor tiles market
comprises ceramic floor tiles, vitrified floor tiles and porcelain floor tiles. The
cumulative market for the three varieties is estimated at 152 Mn sq. mt. at £388
Mn. Similar to international markets, even in India, the production of wall and
floor tiles stands at a ratio of 40:60.

Tiles | - 358 Mn Sgm market at INR 55.16 Bn

.

Ceramic Vitrified Porcelain
Floor Tile Floor Tile Floor Tile

+» Growth: 20 - 22% pa

Wall Tile

Ordinary
Wall Tile

Designer
Wall Tile

» Total Market 204 » Total Market 012 + Total Market 104 + Total Market 35 Mn + Total Market '3 Mn
Mn Sqm at INR Mn Sgm at INR Mn Sg.m at INR Samat INR 12.94 SgmatiNR 297 Bn
2215En G0 Mn 17.10Bn En

_ « Major players
» 135 wal-—_-‘;les + 70 decorative tiles + 54 floor tiles * Major players + H&R Johnson
manufacturing manufactunng unis « Nitco
units « Major players + Murodestivar
« Major players + Major players « H&R Johnson . Kalaria
+ H&R Johnson + Dev « Bell Ceramics * H& R Johnson
* Kejana Decorators
« SEL * Satnam
decorators
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Market characteristics / key players”

Nearly 20 organised players account for 60% of the total sales and production
of tiles in India. The market is characterised by the presence of unorganised
players too. Tile manufacturing units are mainly located in the states of
Gujarat, Rajasthan, Andhra Pradesh, Karnataka and Madhya Pradesh.
Convenient availability of raw materials is one of the major factors for the
plants to be clustered in these locations. Some of the major manufacturers and
their capacities and turnover are:

m Capacity (Mn sq. mt/ year) | Turnover in FY ‘06 (EMn)

Kajaria Ceramics 18 38.8
Orient Ceramics 8.5 15.2
Murud_eshwar 55 925
Ceramics
H&R Jghnson 1 88.2
Ceramics

Bell Ceramics 15 18.6

Future

Factors including rapid growth in disposable income, growth in working
population and increased urban dwellings and hygiene and decorative factors
in the residential and commercial construction sector, are driving the tiles
market. Residential and commercial construction activity is growing at
approximately 10-12% per annum. Major manufacturers are planning on
leveraging this growth by expanding their manufacturing facilities.

e Kajaria Ceramics, which is currently running at full capacity, is planning to
expand its capacity to 40 Mn sq. mt/ year by 2010. The company also plans
to start a plant in Gujarat investing £11.7 Mn

e H&R Johnson is investing £11 Mn to set up a new plant in Rajkot. It is
investing an additional £2.9 Mn towards research & development and to
upgrade its current manufacturing capabilities.

e Murudeshwar Ceramics in Karnataka has already begun work to boost
capacity by another 2.1 Mn sq. mt/ year to 7.65 Mn sq. mt/ year by the first
quarter of FY 07

* Bell Ceramics which is currently running slow on production has set itself
‘Vision 2008, to reach an annual turnover of £53 Mn.
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D.2.4. SANITARY WARE

The sanitary ware market in India is estimated to be at £92 Mn which is
growing at a rapid pace of more than 15% YoY. This is mainly due to the growth
in the construction sector.

The sanitary ware market is mainly organised but there is a presence of
unorganised players too. There are around 15-20 players in the organised
market, most having a nationwide presence. Major organised players include
Parryware, Hindustan Sanitary Ware and Cera. Organised market accounts to
nearly 66% of the market share and the rest is handled by the unorganised
players. Most of the unorganised players are located in Gujarat and Punjab
(Ludhiana). There are nearly 70 medium and small scale unorganised players in
India mostly having a regional presence. Some of the large unorganised
players include Classica, Sonata, Parmarware, Star, Sona, Silver, etc.

Unorganized
34%

Organized
66%

m Capacity (MT) Turnover (EMn)

Parryware 34,500 27
Hindustan Sanitary Ware 18,000 57 (Consolidated)
Cera 15,000 10.5

Hindustan Sanitary has two production units in North India and has recently
forayed into designer sanitary boutiques. The Spanish major Roca has recently
acquired a 50% stake in Parryware (EID Parry) to venture into Indian sanitary
markets. Imported brands also exist — key names being Rochas, Toto, American
Standard, Kohler, RAK, etc. Toto has a considerable presence in the Indian
market. Kohler has commenced manufacturing operations in the country.

Future

The sanitary ware market in India is expected to grow at the constant rate of
over 15% and reach £186 Mn by the end of 2010-11. Hindustan Sanitary is
planning for acquisitions worth £17 Mn and on the other hand Cera is planning
increase its capacity by 9,000 MTPA taking the total capacity to 24,000 MTPA.

D.2.5. ELECTRICALS

The electrical segment can be broadly classified as:
e Switches
* Wires
e Lighting
e Switch Gear
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Switches®: Electrical switches are growing at a rapid pace of 20% YoY and modular
The switches market in India is estimated at £185 Mn (FY '07). The regular switches with a current market size of £86 Mn are growing at 22% every year.
switches market has a presence in India for over three decades. As a This growth is evident from the increasing acceptance of modular switches for
changing trend, modular switches are gaining importance in terms of safety their aesthetic value, safety and reliability.
and aesthetic appeal. Electrical switches are directly related to the
construction industry which is its key driver. Increasing urbanization, the Electrical wires®
growth in population and increasing income are driving the construction The market for electrical wires in India is estimated at £306 Mn (FY ‘07). The
market and subsequently the switches market. major driver for the wires market is the construction industry. The residential
P market itself is one of the major consumers of the wires market. Rewiring
Leon 1% requirement also is driving the wires market. With rise in the construction

1%

Vinay sector at 12% YoY, the wires market is also growing at a rapid pace.

1% Others

0% Industry structure:

There are 6 major players with presence across the country. Large medium

Morth West
2%

SCh;";”e' players have a presence in 2-3 states within a region. The unorganised market
A is as huge as nearly 40% of the total market. Exports are on the lower side as
1% there is enough demand in the domestic circuit. Exports market is estimated at

Havells £5.9 Mn - £7 Mn for wires in India.
4%
MNovar (MK) . .o
5%  Anchor Players concentrate on both project sales and channel sales. In this industry,
18% project sales account to 19% of the total market size and the rest accounts to

channel wise sales.
Total market* — £185 Mn
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