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Press Release 
March 29, 2017 | Mumbai 

 

Auto-component sector balance sheets strongest in a decade 
       Credit quality to sustain, even as capital investments restart, says CRISIL 

 
CRISIL believes balance sheets of automotive components suppliers it rates are the strongest in a decade, which, 
along with steady profitability and higher demand, will enable them to sustain their credit quality over the medium 
term. That’s despite capital expenditure likely to be incurred because of better prospects in fiscal 2018 for most 
segments - barring commercial vehicles (CVs) and exports - and tighter regulations. 
 
CRISIL rates more than 300 automotive component suppliers and the credit risk profiles of a majority of them 
have displayed good stability since fiscal 2015. Modest capital expenditure in the past few years has helped offset 
the impact of cyclical slowdown in demand, demonetisation and weak exports, leading to healthier balance 
sheets, and therefore improved credit metrics. Gearing for automotive component suppliers has halved over the 
last decade to an average 0.7-0.8 time in fiscal 2017. The ability to pass on cost increases to customers has also 
helped maintain profitability. 
 
The Rs 2.7 lakh crore Indian automotive components sector is set to see a moderate 100-200 basis points growth 
to 8-10% in fiscal 2018, on increasing supplies to original equipment manufacturers (OEMs) of passenger vehicles 
(PVs), two-wheelers, and tractors, and improving aftermarket demand as the impact of demonetisation wears off. 
Softer interest rates and new model launches are expected to provide additional impetus to growth.  
 
CV sales, however, will be weighed down by sluggish replacement demand and industrial production. Exports 
growth is foreseen to be listless in fiscal 2018 due to plateauing car sales in the US (even as truck sales will see 
a modest improvement), slower growth in Europe, and demand deceleration in China. The domestic automotive 
component sector draws ~67% of its sales from original equipment makers (OEMs), with the balance split almost 
equally between exports and the aftermarket. 
 
Midway through fiscal 2017, the sector drove into rough weather both at home and abroad, which would pull down 
growth to 7-8% compared with 9-11% expected earlier. Sales in the cash-dependent segments such as two-
wheelers and tractors, and the aftermarket, were impacted by demonetisation. And for the first time since 2010, 
exports are likely to de-grow in fiscal 2017 on plunging US truck sales and benign demand from Europe. The US 
and Europe account for about 50% of automotive component exports from India. 
 
Better demand growth in fiscal 2018 is likely to kick-start capital investments, though not uniformly across 
business segments.  
 
Says Anuj Sethi, Senior Director, CRISIL Ratings: “The investment cycle will be led by suppliers to PV 
and two-wheeler OEMs. Both segments are expected to see good growth. Suppliers to CVs will need to 
wait till at least fiscal 2019, given excess current capacity and sluggish demand. Also, capital spending 
and investment in R&D will rise over the medium term to conform to tighter regulations.” 
 
The scope for mergers and tie-ups in select categories is also likely to get a fillip, and new emission norms and 
safety standards present opportunities for domestic collaboration. Further, Indian component makers could 
acquire firms overseas to access technology and widen customer base.  
 
CRISIL expects the credit risk profiles of component suppliers to remain stable despite expected increase in 
capex and firming up of commodity prices. 
 
Says Akshay Chitgopekar, Director, CRISIL Ratings: “The automotive component sector has been more 
resilient than several other cyclical sectors such as steel, construction and capital goods, as reflected in 
its higher credit ratio across business cycles. The sector’s credit ratio has remained above 1.2 times 
since fiscal 2015. Going forward, demand recovery and this decade’s best financial positions will further 
support credit profiles, even as suppliers concentrated in CVs and exports, especially those with large 
capacity enhancement or acquisition plans, will require close monitoring.” 
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For further information contact: 

 
About CRISIL Limited 
 

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's 
leading ratings agency. We are also the foremost provider of high-end research to the world's largest banks and leading 
corporations. 
 
CRISIL is majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, 
analytics and data to the capital and commodity markets worldwide. 
 
For more information, visit www.crisil.com  
 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  

 
About CRISIL Ratings 
 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is 
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”).  With a tradition of 
independence, analytical rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire 
range of debt instruments, such as, bank loans, certificates of deposit, commercial paper, non-convertible/convertible/partially 
convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed 
securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale 
corporates and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including 
rating municipal bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique 
rating service for Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services 
to a wider market. Over 95,000 MSMEs have been rated by us. 
 

 
CRISIL PRIVACY NOTICE  
 
CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service your account and to 
provide you with additional information from CRISIL and other parts of S&P Global Inc. and its subsidiaries (collectively, the “Company) you may find of interest.  
 
For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view the 
Company’s Customer Privacy at https://www.spglobal.com/privacy 
 
Last updated: April 2016  
 
DISCLAIMER 
 
This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The Press release may be used 
by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL.  However, CRISIL alone has the sole right of distribution 
(whether directly or indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
 
CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. 
However, CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for 
any errors or omissions or for the results obtained from the use of this Press Release.  CRISIL, especially states that it has no financial liability whatsoever to 
the subscribers/ users/ transmitters/ distributors of this Press Release 
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For a copy of Rationales / Rating Reports: 
CRISILratingdesk@crisil.com 
  
For Analytical queries: 
ratingsinvestordesk@crisil.com  
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