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CVs back, but in first gear

Sales are picking up but analysts belie manufacturers’ optimism in the medium term

TE NARASIMHAN
Chennai, 11 November

fter reporting a 70-75 per
Acent fall in sales for the first

half of FY21, sales of com-
mercial vehicle (CVs), considered a
reliable economic bellwether, have
started picking up. But can the sec-
tor pull out of the rut it has been in
over the past two years?

Before the pandemic, the eco-
nomic slowdown, drying up of
infrastructure projects and new
axle load norms that allowed truck
owners to increase vehicle loads 20
to 25 per cent (effectively endorsing
overloading) saw the sector shrink
(seechart).

The current “recovery” isamod-
estone. In the July-September quar-
ter, CV sales fell 20 per cent to about
133,000 units from 167,000 units in
the same period last year. But man-
ufacturers see good news in the
month-on-month recovery, with
sales recording a 32 per cent growth
in September over August. In
October, sales were just 4 per cent
below October 2019 volumes.

“The unlocking of the economy,
principally in manufacturing, isthe
key driver,” said Girish Wagh, pres-
ident, Commercial Vehicle Business
Unit, Tata Motors, India’s largest CV
manufacturer. Tata Motors’ CV sales
in October were flat on a y-o-y basis
but up 12 per cent up over
September 2020.

The revival in manufacturing is
reflected in the Purchasing
Managers’ Index (PMI), a key indi-
cator of demand, which rebounded
from an ultra-low of 274 in April
(during the lockdown) to 58.9 in
October (a reading above 50 is con-
sidered an expansion). The eight
core industries index has also recov-
ered: after contracting around 38
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GrossVehicle  Category FY18 FY19 Growth FY20 Growth H1
Weight (%) (%) F21
Sub7.5tonne LV 516,135 616,579  -20 492,882  -20 136,205
75-55tonne MHC(V 340,781 390,732  -15 224806  -43 28,955
Total 856,916 1,007,311 -18 717,688 -29 165,160

Source: Industry

per cent in April, it is now showing
a contraction of just 0.8 per cent.
The recovery in core industries
and resultant manufacturing out-
put have increased freight demand
for transporters, which in turn has
supported CV sales. Interestingly,
the demand is largely driven by light
commercial vehicles (LCVs). The
share of LCVs (typically below 7.5
tonnes) accounted for 82 per cent of
CV sales in the first half of FY21,
from 69 per cent in the whole of
FY20. Within this, intermediate
commercial vehicles (ICVs), which
accounted for one-fourth of the total
industry volume last year, now
accounts for about a third, a major
shift in the pattern of demand.
Much of this changing demand
pattern has been driven by strong
growth in e-commerce as work-
from-home and social distancing
norms have expanded demand for

online purchases, especially of
essentials. At the same time, a good
monsoon has meant strong
demand for CVs from the agricul-
tural sector to transport fruit, veg-
etable and cereal harvests. The fes-
tive season is expected to accelerate
demand, too. “Sentiments are
improving fast as the festive season
Kkicks in,” said Vipin Sondhi, man-
aging director and chief executive
officer, Ashok Leyland. Ashok
Leyland is the country’s second
largest CV manufacturer.

The confidence also comes from
the fact that the mining sector has
opened up, especially post-mon-
soon, and the latest reports indicate
that residential realty sales have also
picked in the second quarter, both
of which should stoke demand of
medium and heavy commercial
vehicles, especially tippers. The
release of contractors’ payments has

improved the liquidity position of
these players, which could see more
construction projects restarting.

The downside is that a broad-
based recovery of the overall econ-
omy is still to be seen. “As normalcy
returns, the movement of goods and
people is increasing. Therefore, we
expect demand to pick up across
regions.  E-commerce  and
enhanced purchasing power in a
somewhat strong rural economy
will drive the growth further,”
Sondhi added.

Ashok Leyland’s October sales
reflect this pattern. Truck sales in
October jumped 13 per cent y-0-y
but the near decimation of bus sales
(because of the closure of schools
and public transport) saw total
M&HCYV sales drop 15 per cent that
month. LCV sales, however,
increased 11 per cent in the same
month.

The picture could change as the
lockdown eases. “We believe India
will recover swifter than many oth-
eradvanced economies in 2021 and
beyond,” said Satyakam Arya, man-
aging director and CEO, Daimler
India Commercial Vehicle.

Ifthe industry is optimistic, ana-
lysts tracking the sector are less so.
Icra, for instance, expects volumes
to shrink 25-28 per cent this fiscal,
which would bring industry vol-
umes down to its lowest levels in
more than a decade. Its outlook for
the sector remains “negative” on
the back of continuing pre-pan-
demic challenges such as over-
capacity, subdued freight availabil-
ity and financing constraints, all of
which have been compounded by
the pandemic.

CARE Ratings said its GDP
expectation of minus 8.1 to minus
8.2 per cent for FY21 indicates that
a complete recovery in CVs, espe-
cially MHCVs, is unlikely this year.
The agency expects the CV indus-
try to see a 24-29 per cent drop in
sales, and MHCVs would drop 40-
45 per cent. Analysts at Motilal
Oswal predicted that the MHCV
would regain FY20 levels only in
FY23E. If the mandatory scrapping
of trucks above 15 years is
announced under the impending
scrappage policy, CV sales could
rebound sooner, however.

Sondhi added that it is difficult
to put a specific timeline to full
recovery. “We have seen the
demand gradually ramping up from
Q2 onwards,” he said, pointing out
that Ashok Leyland is back to 70-75
per cent of its pre-Covid production
levels already.

Aryathinks the longer-term out-
look is still positive despite these
challenges. “One reason we’re so
confident about this is India’s size.”
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Infant mortality rose after
demonetisation: Study

RUCHIKA CHITRAVANSHI
New Delhi, 11 November

India’s efforts at reducing infant mor-
tality rate faltered after demonetisa-
tion in 2016, rising to 2.9 per cent in
2017 and 3.1 per cent in 2018, accord-
ing to a study by economists Jean
Dréze, Aashish Gupta, Sai Ankit
Parashar and Kanika Sharma.

Though infant mortality declined
again in 2019, the study warns that
another setback is likely this year due
to the Covid-19 pandemic and the
nationwide lockdown, which caused
major disruption in health services
such as antenatal care and child
immunisation.

Between 2005 and
2016, the annual rate of
decline in overall infant
mortality rate was 4.8 per

According to the
paper, overall
infant mortality
increased in

ment in environmental determinants
of health such as sanitation and LPG
access,” the report states.

From 2005 to 2016, India experi-
enced a long spell of rapid decline in
infant mortality rates. The period was
marked by fast economic growth
combined with major initiatives in
the social sector, including the launch
of the National Rural Health Mission
in 2005 and the gradual universali-
sation of Integrated Child
Development Services from 2006
onwards, the study says.

While noting that there is no
precedent for this kind of setback in
the last 15 years, the study says the
reversals of infant mor-
tality decline in 2017 at
the state level were large-
ly confined to urban
areas. In 2018, however,

cent per year, compared Chhattisgarh, similar reversals also
with 2.1 per cent per year Jharkhand, occurred in rural areas in
in the 1990-2005 period Madhya Pradesh  several states.
and 2.6 per cent per year and Uttar Experts, however, do
between 1971 and 1990. Pradesh, and not agree with this inter-
The study (“Pauses stagnated for pretation of the data. This,
and Reversals of Infant at least a year they say, is a long-term
Mortality DeclineinIndia  in seven trend and there is a
in 2017 and 2018”) says: other states decline historically after

“One plausible hypothe-

sis is that these setbacks are at least
partly attributable to India’s startling
experiment with wholesale demon-
etisation in November 2016, when 86
per cent of the currency became
worthless overnight.”

The data used in the study is
based on summary reports from the
Sample Registration System (SRS).
According to the paper, overall infant
mortality increased in Chhattisgarh,
Jharkhand, Madhya Pradesh and
Uttar Pradesh, and stagnated for at
least a year in seven other states.

“This sort of faltering of IMR
(infant mortality rate) decline has not
been observed in the SRS for many
years. It is all the more alarming as it
occurred at a time of rapid improve-

five or six years as infant
mortality stagnates. “Itis not a linear
trend. Last time the curve became
flat was 7-8 years ago. There could be
many explanations such as a bad crop
year, GDP change. Correlation with
demonetisation is just a hypothesis,”
says Dileep Mavalankar, director,
Indian Institute of Public Health,
Gandhinagar.

“The trend is never smooth. There
are times of sharp rises and falls.
Demonetisation had to affect all geo-
graphic areas almost equally...
Moreover, most of the population
gets medical care in the government
sector, which is free of cost,” says
Ketan Bharadva, president, Infant
Young Child Feeding Chapter, Indian
Academy of Pediatrics.

Recoveryis here,now

forreforms

The recent uptick in economic activity is heartening, but urgent

reforms are needed for growth to be sustained
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he economy is showing clear
I signs of improving. Monthly

sales tax revenues have
crossed the X1-trillion mark, manu-
facturing indicators have rebound-
ed, and even sluggish capital-inten-
sive industries have seen something
of an uptick.

Better still, some areas that had
been persistently lagging are finally
improving. The service sector is
beginning to expand. And while
rural demand held strong over the
summer, urban demand is catching
up, too.

But growth is as much created by
supply. And there is some good
news there as well. Through the
pandemic, three supply-side con-
straints hurt activity, namely logis-
tics, labour and funding.

Thankfully, logistics and labour
constraints have eased. The wedge
between inflation at the wholesalers
and the consumer has narrowed,
suggesting that logistics and trans-
port-related constraints are easing.
And as the agricultural harvest sea-
son ends, there are indications of
rural employment and real wage
growth easing, leading to a return of
labour to their urban jobs.

Sadly, funding constraints
remain. At a time when reserve
money growth is elevated (at 14 per
cent y-0-y), indicating more money
has been supplied to banks by the
central bank, bank lending remains
weak (at 5.8 per cent y-0-y). And
more worryingly, overall credit to
industry is flat. If banks remain risk
averse, this could even be a drag on
India’s ability to grow over the medi-
um term. All of this could begin to
show up more clearly once the festi-
val-led bounce in demand subsides.

To work out an estimate of how
much the post-pandemic potential
growth could fall, we rely on previ-
ous multi-decade lows and how long
a recovery took for each factor of
production (capital, labour and
total-factor productivity, or TFP).
India may not have cleaned up, for
instance, on its pile of bad loans
effectively after previous slow-
downs, so this method, we believe,
captures these unique traits of
Indian policymaking.

We find that potential growth
was already falling, from 7 per cent-

plus on the eve of the global finan-
cial crisis to 6 per cent on the eve of
the pandemic. And it could fall by
1ppt through the pandemic
months, to 5 per cent in the post-
pandemic world.

To be fair, potential growth is
likely to fall in other parts of the
world, and India is unlikely to be a
standalone. But it would be at odds
with previous expectations of poten-
tial growth rising, and will also mark
the lowest potential growth for India
since the turn of the millennium. Is
it possible to limit the fall in poten-
tial growth? Or perhaps raise it back
up over time?

India’s central bank has been
quick in providing large monetary
stimulus. It has cut rates, provided
ample liquidity and announced
plans for restructuring loans. It has
even innovated, buying state
government bonds for the very
first time.

Nurturing an environment of
policy certainty with regard to
taxes, foreign direct investment
rules and payment of dues to small
businesses can have a meaningful
impact on kick-starting the
private capital spending cycle

On the other hand, the fiscal sup-
port package, equivalent to under 2
per cent of GDP, has been amongst
the lowest in emerging markets.
That’s understandable given the
weak starting position of the govern-
ment’s finances. Even before the
pandemic hit, public debt was ele-
vated at just over 70 per cent of GDP.
And despite subdued growth in gov-
ernment expenditure, public debt
could cross 90 per cent of GDP on
the back of revenue shortfalls.

Even with these constraints,
there is perhaps room for some
well-targeted spending, especially

in three areas — social welfare

for the urban poor, recapitalisation
of banks and more public capital
expenditure.

But all of this misses out the need
for reforms, a critical ingredient for
growth. These are potentially more
important and longer-lasting than
monetary and fiscal stimulus, which
comes with a price tag of inflation
and more indebtedness.

The problem is reforms in India
often become an exercise of ‘fire and
forget’. They are announced but not
followed up. The GST reform from a
few years ago is one such example. It
needs to be revisited to meet its true
potential. Some important agricul-
ture and labour reforms have been
announced over the last few
months. But the real fruit will be
harvested only when they are imple-
mented successfully.

Our analysis shows that nurtur-
ing an environment of policy cer-
tainty with regard to taxes, foreign
direct investment rules and pay-
ment of dues to small businesses
can have a meaningful impact on
kick-starting the private capital
spending cycle. Focusing on rules-
based policy making can help, too.
And putting initiatives like the
Insolvency and Bankruptcy Code
into cold storage just when it is
needed most is a step that needs to
be revisited and reversed.

As global supply chains are
rejigged, India has a limited window
of opportunity to increase its share
in global trade. Strategic steps like a
cut in corporate tax rates and pro-
duction incentives for sectors like
electronics are good steps. But they
are not enough.

What India needs is a more com-
prehensive framework encompass-
ing all the different aspects of being
an efficient producer. For instance,
fast-tracking recent state plans to
create large land banks, particularly
those near revamped ports and air-
ports, and to make them efficient
manufacturing hubs with low regu-
latory burden. The practice of slap-
ping tariffs on a variety of goods over
the last few years may turn out to be
counterproductive. As trade econo-
mists warn, they could simply end
up acting as a tax on exports, mak-
ing them uncompetitive. India
needs yardsticks to measure
progress on these fronts in real time,
and it needs to take corrective action
when they are not met.

Recent upticks in economic
activity are heartening. But the hope
is that they provide encouragement
for triggering a string of reforms that
are necessary to sustain them.

Thewriter is Chief India Economist,
HSBC Securities and Capital Markets
(India) Pvt Ltd
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Particulars

Quarter
ended
September 30,
2020

Quarter
ended
June 30,
2020

Quarter
ended
September
30, 2019

Year to
Date
September 30,
2019

Year to
Date
September 30,
2020

Financial
year ended

December

31,2019

(Unaudited)

(Unaudited)

(Unaudited)

(Unaudited) (Unaudited)

(Audited)

Income from Operations
(a) Gross Sales / Revenue from

(b) Other Operating revenues
Total Income from Operations
Other Income

Total Income [1+2]
Expenses

(a) Cost of materials consumed
(b) Purchase of stock-in-trade
(c) Changes in inventory of

(d) Employee benefits expense
(e) Depreciation and amortisation

(f) Other expenses

Total Expenses

Profit before tax [3-4]

Tax expense

Current Tax

Deferred Tax

Net Profit for the period [5-6]
Other Comprehensive Income

U]

(il) Income tax relating to items that

Total Other Comprehensive
Income [8(i) + 8(ii)]
. Total Comprehensive Income [7+9]
. Paid up equity share capital
(Face Value % 10/- per share)

. Reserves excluding Revaluation
reserve as per Balance sheet

. Earnings per share (of T 10/- each):
[Not annualised]

a)
b)

operations

20,961
271

55,380
325

65,675
220

88,376
328

21,232

55,705 65,895

88,704

466

1,667 2,290

2,923

21,698

57,372 68,185

91,627

finished goods, work-in progress
and stock-in-trade

expense

8,686
3,725

340
1,697

49
1,632

617
4,983

622
3,353

21,871
10,271

25,542
13,087

429
5,073

(825)
4,859

1,915
12,877

2,035
14,205

33,883
17,106

134

6,550

2,655
18,958

20,048 13,712

52,436 58,903

79,286

1,650 790

507
(80)

170
27

4,936 9,282

1,367
(112)

2,910
87

12,341

3,748
38

1,223 593

3,681 6,285

8,555

Items that will not be reclassified
to profit or loss

will not be reclassified to profit
or loss

(66) (103)

(199) (76)

(239)

Basic %)
Diluted (%)

6.02
6.02

2.92
2.92

10.67
10.67

18.13
18.13

30.96
30.96

78,415

42.15
42.15

NOTES:
1.

The Company is engaged in the business of manufacturing, trading and sale of a range of refractories and is having its manufacturing

facilities located in India. The performance of the Company is assessed and reviewed by the Chief Operating Decision Maker
('CODM') as a single operating segment and accordingly manufacture and sale of refractories is the only operating segment.

. Consequent to the nationwide lockdown announced on 24th March 2020, the operations of the Company were disrupted. Due to
relaxations and permission from the authorities, the operations subsequently improved and is expected to be ramped up to full scale
depending on the further easing of the situation and increase in customer demand. The Company has assessed the impact of the
COVID 19 pandemic on the operations, fund position, cash flow etc. and has concluded that no adjustments are required in the
financial results for the quarter and nine months ended 30th September 2020.

. These unaudited financial results have been subjected to limited review by the Statutory Auditors of the Company who have expressed
an unqualified/ unmodified conclusion on these results.

. These unaudited financial results have been reviewed by the Audit Committee and approved by the Board of Directors at their
meeting held on November 11, 2020.

Place: Kolkata
Date: November 11, 2020

On behalf of the Board of Directors of

Vesuvius India Limited

Subrata Roy

Managing Director

(DIN: 07046994)

PRESSMAN
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Notice is hereby given to public
at large that my client Vandita
Bazaz is the co-owner of the
scheduled property provided
herein below and all or any per-
sons having or claiming any
right, title, claim, demand or
estate interest in respect of the
said schedule property or to
any part thereof by way of sale,
exchange, mortgage, let, lease,
lien, charge, maintenance,
license, gift, inheritance, share,
possession, easement, trust,
bequest possession, assign-
ment or encumbrance of what-
soever nature, may do so at
his/her/its own peril subject to
any or all final decision/s given
by a competent court of law
with respect to the same. For
that the schedule property is
not for sale and will not be for
sale in the near future as have
been decided amongst the co-
owners/co-shares having right,
title and interest over the prop-
erty. Schedule of the property:-
All that premises situated at
District - Bankura, P.S. -
Bankura, Mouza - Bankura,
J.L. No. 211, L.R. Khatian No.
10081, C.S. & R.S. Plot No.
2964, 2969, L.R. Plot No. 7455,
Area 0.0670 acre with a two
storied structure thereon in
Holding No. 584/B.
Sidhant Chowdhary
(Advocate)
FE-471, Salt Lake,
Sector - 1Il,
Kolkata - 700106
Ph:- +91-9731655935

(oG Rl

Ge] AT Feel
SRVARRRRN

TS b.90 : FIET G
e ».00 FTFafF

AT .90 F P @R (O
& qteent Freers

I v.00 : &AfSTHiig
e .00 Al Ferfe
et e

! 4.00 : AWREHR A
A a.90 =1

oIS Pnrt

FAFE vo0.59 : A-eJA
AS .00 : (FUEY

7% fer % e 2 AT T

frug fram  Jofeam v 3fes 33
ToF | R €/ad/ s> T 8/eo/ss |
R (o wrifé o) miedtl 72 on /v 3fa
9 5/90 | THE TI W ¢o/v AG T v/ea|
e (FEE @ T vy /v A tefen afd
5/00 | IR : T /Y S SRR | @&
(2 : 7 A1fE 9 v/ 0/ S0 | T T AfG
T v3/s/3 Rgswam afd @ 3/v4/3v]
(ST 4/3¢/ 33 (AT Cofomaet Afg
©/30/30 (AF N | GOFA- T |
I AT : 3R ¢ 3R AT |

| G A v

AT G- (21 38 WTAB) €3,¢80
M I (@S 28 FITEB) 8v,p00
T I (26 S0 &) 85,800

FIRAG - (> @A) vo,50
e FoH - (> FfE fRonira) ve,rvo

[Crcatyidoigkic)]

vk ICRR

78I aiferays Fea e
TR FTGIZ | M 7
TFIRGA @R T AL
ATAGTESA Coe 2AfSradtaa
BT o wroles Fidwar
QR LA #IFR 99F (S
oleTr AR TETe eI
BIEICeTa Ferrte ralt
frer—@feT-vs cAtE
ST =25 S 52 *eie
FidF TR |

A TR, weiee 3
wnifirmeiifea STt ot | T
WEIE G|

SENSEX

43593.67 A316.02
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HDFC LIFE 623.10
HEROMOTOCO 3,060.20
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T 105780
M &M 633.60
MARUTI 6,855.00
NESTLE INDIA 1670170
NTPC 93.05
ONGC 7265
POWERGRID 19040
RELIANCE 1,998.40
SBILIFE 839.60
SBIN 234.30
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