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‘Auto parts sector on recovery lane’

With the forthcoming festival season,
Q3 looks promising, says Arathi Krishna

GBALACHANDAR

Chennal, september 22

Sundram Fasteners Ltd (SFL),
one of India’s top auto parts
makers, posted a strong
operating performance in the
recent quarter amid the
challenges posed by the Covid
second wave. The gradual
opening up of the economy
from the second quarter of
FY21 helped create an upward
trend in demand as vehicle
makers ramped up their
production levels. This has
augured well for the parts
makers. Arathi
Krishna, Managing
Director of Sundram
Fasteners, discusses
the demand
recovery, prevailing
challenges, opportunities in the
EV space and export growth.
Excerpts:

How has been the recovery
in demand for auto parts
makers?

Our order book remains
healthy and is improving
with industrial, power gen-
eration and farm sectors
growing rapidly. Auto parts
manufacturers are likely to
see a swift recovery in de-
mand during the third and
fourth quarter of FY22. The
recovery is also expected to
offset (if not fully) the loss of
revenue during the first
quarter.

The domestic OE segment
order has reached near nor-
mal levels— 80-85 per cent of
pre-Covid levels, except for
the CV segment (especially
heavy commercial vehicles).
With the forthcoming fest-
ival season, Q3 looks prom-
ising, and the momentum is
expected to last till Q4 of
FY22. The replacement mar-
ket has been showing good
recovery and this helps SFL
as we have a presence across
the country. The accumu-
lated material in the chan-
nel,which is secondary sales,
is getting liquidated.

INTERVIEW

On a Year-on-Year basis, all
the industry segments have
fared better in August 2021
with passenger vehicle and
the tractor segments doing
better than August 2019
levels. We may experience a
significant uptick during the
forthcoming festival season,
if only the chip and other
shortages are taken care of.
Exports are doing well too as
customers from the US and
Europe are looking at India
as  against  traditional
sources like China and

Taiwan.

Has the
semiconductor
shortage issue and the
associated challenges
in auto manufacturing
impacted the whole auto
parts industry?
Semiconductor shortage is a
real threat and likely to re-
main a challenge for the next
one-to-two years on account
of capacity getting diverted
to lucrative areas like mobile
phones, laptops, computers,
etc.

It has caused light vehicle
production cuts of 5.16 mil-
lion worldwide, which could
rise to 6.3 million before
year-end. North America
alone has added another
78,000 cuts, bringing the
total unproduced vehicles to
1.68 million.

This number is expected
to rise to 1.98 million before
the end of this year. The In-
dian industry which looked
insulated hitherto is also get-
ting impacted significantly
both directly and through
some Tier 1 manufacturers.

Semiconductor shortage is a real threat
and likely to remain a challenge for
the next one-to-two years on account
of capacity getting diverted to

lucrative areas

ARATHI KRISHNA
Managing Director
Sundram Fasteners Ltd

Which are some of the auto
segments that show
sustainable recovery
trends?

Tractors, commercial vehicle
and the passenger vehicle
(PV) segments are showing
sustainable recovery trends.
The chip shortage situation
is affecting PV business in
the short run and is likely to
get resolved and

not much with respect to the
products portfolio of SFL.
However, as partof an overall
portfolio expansion, SFL is
looking at non-auto seg-
ments like aerospace, de-
fence, wind, solar, among
others. As far as EVs are con-
cerned, we have not had any
major impact till now. How-
ever, SFL has pretty good op-
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creases, in view
of new regulat

ory require-
ments.
The flurry of Electric

Vehicle (EV)scooterlaunches
hasalso created a dentin the
demand for Internal Com-
bustion Engine (ICE) vari-
ants, as many new custom-
ers are holding back
purchases, with a hope that
EV will become more lucrat-
ive price-wise, in the coming
years. Two-wheeler urban
penetration levels are very
high, and demand is primar-
ily a replacement phe-
nomenon, and most of the
urban market customers
tend to view EVs positively.

How is your EV business
progressing? Are you
supplying to both Indian
and global OEMs?

The transition to

EV and BS VI
impacts
technology
especially
in the
emission
control
area

and

working closely
with the customers’

Therefore, SFL
will continue to
post healthy
growth during
this transition aswell. We are
also stratifying our current
portfolio into three broad
categories from an EV per
spective and working closely
with the customers. The seg-
ments include parts that can
be adapted to EVs with no or
minimal changes, parts that
can be adapted with signific-
ant changes and parts that
have to be completely re-de-
signed.

Are you getting new
businesses as a result of the
“China+1" strategy of global
OEMs?

We are focussing on a diversi-
fied product range from EVs
to non-autos, including
aerospace, defence, wind,
solar, etc.

We are deepening our en-
gagement with existing cus-
tomers and also participat-
ing in the new projects, in
which the customers are
foraying into, while at the
same time we are getting
into new territories and
geographies  uncharted
earlier.

Further, there seems
to be quite a good
flow of Request for
Quotations  (RFQs)
from Europe, as they
look at India as a vi-

able and effective al-
ternative to China.
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