
Decoding Auto Ancillaries



Disclaimer: 

Viewers/readers should note that objective of these 
articles/interviews is to communicate with our unit-holders and 
share with them our thought process. It should be noted that 
views expressed here are based on information available in 
public domain at this moment. Views expressed here can 
change depending on change in circumstances. Nothing 
discussed here, constitute a buy/ sell/ hold recommendation.





Question #1

No Pricing Power



Source: Company Filings



Source: Company Filings



Question #2

OEMs v/s Ancillaries - Is one better than the other?



It’s all RELATIVE…..



How the Industry has evolved?

● Technology 
Transfers / 
JVs

● MNC 
Subsidiaries

● Family 
connections









Source: SIAM
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What makes it a tough business?



Source: Company Filings



Gold Plus

● CAPEX cost per TPD is equal to ~Rs 1.2 Crores
● Minimum 2 lines to cater to the entire range of products
● Translates to minimum investments of ~Rs 1200 Crores

Source: Company Filings



Source: Company Filings



Source: Company Filings



SKU Intensive Business

Harsha Engineers:

● 3,700 Steel Cages v/s 4,000+ SKUs 

for Nakanishi Metal Works
● 3,500 Brass Cages v/s 2,000+ SKUs 

for Manu Yantralaya

Rolex Rings:

● 25mm to 900mm (Diameter)
● 5mm to 160mm (Agrasen 

Engineering)
● 40mm to 400mm (Ravi Technoforge)

Source: Company Filings



Working Capital Intensive

Source: Company Filings



What makes it a good business?



Source: Google Images





Source: Google Images



Source: Sona BLW Precision Forgings Ltd RHP



Source: Sansera Engineering 
RHP



Long Gestation Periods

Source: ET Now



Growth Strategies / Sources of Competitive 
Advantage



Lowest Cost Producer

Source: Google Images



India as an Exports Hub

Source: Company Filings



Source: ET Auto

Source: Company Filings



Diversification

Source: Company Filings



Source: Company Filings



Source: Company Filings



Source: Business Standard



Content per Vehicle

Source: Company Filings



Source: Company Filings



Source: Company Filings



Concentration Risk?

Source: Google Images



Strength of the Balance Sheet

Source: Google Images



Distance from Consumer

Examples:

● Forgings
● Tyres
● Glass

Source: IBEF



Regulatory Actions

Source: Gold Plus DRHP



Source: Google Images



Source: SIAM



Shift to Organised?

● 3 Year Warranties by OEMs

● Higher complexity in vehicles and parts

● Rising digital channels for organised players

● Rise of the 3rd party aggregators

● High growth in Spares revenues for OEMs

● Shift towards SUVs / Premium Vehicles → More conscious consumer



Lack of Innovative R&D

Source: Google Images

Source: ET Auto article



Summary: How to analyse an auto ancillary company?

● Capital Allocation 

● Market Size & Scalability

● Market Share & Defensibility

● Balance Sheet Strength

● Valuations



Thank You!
Any Questions?


	Decoding Auto Ancillaries
	Disclaimer: Viewers/readers should note that objective of the
	Slide 3
	Question #1 No Pricing Power
	Slide 5
	Slide 6
	Question #2 OEMs v/s Ancillaries - Is one better than the othe
	It’s all RELATIVE…..
	How the Industry has evolved?
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	What makes it a tough business?
	Slide 20
	Gold Plus
	Slide 22
	Slide 23
	SKU Intensive Business
	Working Capital Intensive
	What makes it a good business?
	Slide 27
	Slide 28
	Slide 29
	Slide 30
	Slide 31
	Long Gestation Periods
	Growth Strategies / Sources of Competitive Advantage
	Lowest Cost Producer
	India as an Exports Hub
	Slide 36
	Diversification
	Slide 38
	Slide 39
	Slide 40
	Content per Vehicle
	Slide 42
	Slide 43
	Concentration Risk?
	Strength of the Balance Sheet
	Distance from Consumer
	Regulatory Actions
	Slide 48
	Slide 49
	Shift to Organised?
	Lack of Innovative R&D
	Summary: How to analyse an auto ancillary company?
	Thank You! Any Questions?

