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It has been an interesting year, 2012, Most
people Jelt that, perhaps, towards the end of
the year. things will start looking up. We had
a new finance minister, new announcements
were made, there were new dirvections laid so
to speak. Are you getting a sense that things
are finally looking up now?

I'he steps that are being taken now will definitely have
i positive impact but it is going to take some time be

cause an economy as large as India’s and as diverse as

Baba Kalyani is Chairman and Managing Director of Bharat
Forge, the leading Pune-based forging company. In an exclusive
interview with Govindraj Ethiraj on the show Bottomline,
which airs on Headlines Today, he talks about the economy
and what to look forward to in 201 3. Edited excerpts:

ours has i tremendous inertia and anything that you do
takes o couple of months. So vou are going to see a few
quarters before you will start secing results coming in. If
vou look at 201271 3, the first half was very good. Most
people did very good, but suddenly the second half
doesn’t look so good. We are beginning to see a contrac-
tion in demand in almost every sector of the economy
and this is largely due to the prevailing system or cir-

cumstances that we are seeing around ourselves. The
@ whole decision-making process getting frozen. nof
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much activity happening. projects getting blocked either
because of land or environmental issues or political is-
sues... it is better to wait and watch rather than start
moving and making investments

Let uxs talk about the automaotive compaonent
business, the Jorging business for which you
are really known all over the world. That's
not growing as jast today because of demand
contraction in the auto business. Right?
Yeah. We have seen a demand contraction, largely in the
commercial vehicles™ side of the automotive business.,
hat’s a large part of our portiolio. not only in India, but
also outside India. And in India, we are seeing o demand
contraction of almost 25 to 30 per cent in the commercial
vehicles” segment and outside India it is 1010 15 per cent,
Europe is 15 per cent and North America is about 10 per
cent, China is as bad as India, 25 10 30 per cent. There
has been demand contraction, but it is cyclical. tempo
rary. So. | am not very concerned

You are very optimistic
about 201 3, at least Jor th
auwtomaotive part. What do
you think is going (o spur
this relative turnarotund
that you Jeel will happen?
It is different reasons in different
markets. If you look at India, we
have hiad o very, let’s say, difficult
vear (2012) in this sector. The
demand has contracted, produc
tion Is low. consumption of prod-
ucts is low. It is largely related to
overall issues within the economy
and with the steps that the gov-
ernment is taking. the finance
minister is taking, vou will start
seeing casing up of this situation
in 2013 and the demand will
come back because the potential
demand is pretty high

You, for instance, an-
nounced at least two
projects, one in Madhya
Pradesh, which is a sponge
iron plus power plant, and
in Maharashtra, which is a
power plant. What are
Hour own experiences?

Madhva Pradesh, we have just
announced. We are just starung
on this. For us, this is a sector that
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we would like to grow. Steel, energy, these are the sectors
we want to grow because we honestly believe that irre-
spective of the problems we are seeing today. India as a
country and its economy will continue to Brow and if it
continues 1o grow it needs more cnergy. needs more
steel, it needs more automobiles, therefore it needs more
components. You have to have faith in India and the
India story from a longer term perspective.

Companies like yours have also, in time, be-
come global. 1 think most of your acquisi-
tions, for instance, happened between 2003
and 2005, That was also a strategy. It was
maybe to de-risk, it was to look at opportuni

ties overseas. Now, when you look back, how
does the strategy look?

I'wo things. First, that strategy worked extremely well
We grew 10 times in eight years because of that, because
we ook u measured approach to globalise ourselves,
Before we started this process, we
were a S100-million company
and by 2008, we were over a bil
lion-dollar company. So. it was
rapid growth in o short time
Second, that strategy has a great
meaning for the future growth of
India. Many players in the Indian
market are the same players that
we serve today in Europe and
North America. Whether it is
Daimler, Volvo. Volkswagen

Audi, they are all getting into
India and they are going to have
significant market shares in the
next 10 10 15 years. Now, this
business Is cyclical. Every three to
four years, there is o cycle - right
now it's a down cycle. So, things
don’t look as bright as they look in
an upside but the upside will come
very quickly

Fhe bottomline question,
therelore for a global
company like Bharat
Forge, which has now ex-
panded considerably
across the world, is to
what extent does the India
story maitter?

The India story for the next dec-
ade is extremely important for
two simple reasons. If you look at
the automotive business, we are



going to grow from three million vehicles — four
wheelers — to almost nine million or plus. So. it is go-
ing to be three times growth in the next 10 years.
Clearly. the opportunity for anyvbody who is in the
automotive space here is tremendous. We are not only
looking at growing in what we do today but we are
also looking at growing in what else we can do in the
automotive business tomorrow. That is one of the
areas we are focusing on. Second, a lot of multination-
als in the automotive space are beginning to now look
at India from a strategic point of view to make it the
supply hub for Asia. This is where India’s manufactur-
ing story is going to start coming in. India is going to
emerge as a very strong manufacturing destination
for technology products.

India has an advantage in manufacturing,
particularly at the higher value-add level.
And that really is our only advantage com-
pared to China in manufacturing. When
people say that, they really mean companies
like yours. To what extent will this make the
India story stronger?

This is true conceptually. There are companies like ours
and others which have demonstrated that they are ex-
remely competitive and savvy in technology and tech-
nology applications. and in products. But we do not
have the scale of China. which is six times bigger in size
and scale in almost every space. If vou look at automo-
biles, they are the world's largest. In railways. they have
the world's fastest train. Similarly in infrastructure and
evervthing else,

China has its own space in the global economy. it
will probably be the second-largest economy. But in 10,
15 or 20 vears. India can become the third-largest
economy, and pretty much close to China. That's an
amazing cconomic proposition. That largely will depend
on how we derive our policy and systems. How do we
gel scale? Everytime we take one step. we cannot get
bogged down in environment. governance and legal
issues. If we get into a mess every time, we are going to
get into the wrong direction.

At Bharat Forge, you continue to focus on
maintaining profitability. It has not been
such a bad timme for youn.

It has been a difficult time. We have had two good quar-
ters and now we are going to have two bad quarters.
But you do things in a downturn that vou wouldn’t
have time 10 do when business is booming. We are de-
veloping new customers and new products. We are
getting our costs down. We are optimistic. @
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