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clal vehicles and 6,553,664 units
of motorcycles. India's car pro-
duction capacity Is expected to
surpass two million units by 2008
from the current capacity of 1.4
million units. India s expect-
ed to move ahead of the UK and
Canada as a car-producing coun-
try by 2008. India is also the third
largest car market in Asla-Pacific
after China and Japan.

Such growth trends in the
Indian economy are attributed to
its key strength that comes froma
dynamic and competitive private
sector that accounts for more
than 75 percent ofits GDP. It offers
considerable scope for collabora-
tions, & sound and independent
legal system apart from the large
and growing consumer market.

Indian compa-
niles export 13.5 percent of the
total car production annually,
and this percentage will move
up further considering the
enhanced thrust of Indlan auto-
makers on the global markets.
Even global automakers are now
looking at India as a manufac-
turing hub for other markets,

Under the $1.85 billion (Rs
9,000 crore) capex plan, Maruti
Suruki India, India’s largest car
manufacturer, will bring a new
emall car to the market in 2008
with a clear focus on exports. It
will target to export 150,000 cars
out of the total 200,000 cars of
this new model produced annu-
ally. And after 2009, the company

our cushomers in India. Bacouss,
xpor is whot we offerin India.

ir customers’ sofisloction is our
ol concem. In foct it is the
arce behind the ropid growth of
And no efforts are spared, no
nises ore made when it comas io
teliability after oll s o naturol
f quality.

JCAM. Give your production the
wality advanioges.

million units a year earlier. In
Japan, automobile sales fell 1.9
percent to 5.73 million, the lo
level for 20 years and 25 pe
off the 1990 peak. For 2007,
Japan Automobile :
Assoclation projects that total
vehicle sales will fall a further 1.9
percent to 5.63 million unhs.
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ited by the increasing merger &
acquisition (M&A) deals in the
sector worth more than $633 mil-
lion from 20 deals so far this year,
Le. surpassing the value of deals
done by the sector in the whole of
last year at $517 from 23 deals.
The acquisition bids for Land
Rover and Jaguar, the UK-based
iconic marques owned by Ford
Maotor Company, the US-based
world's third largest automaker
(behind GM and Japan's Toyota)
has the potential to ralse the
Indian automotive sector to the
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highest level to compete with
Sports Utility Vehicle (SUV)
brands like Mitsubishi Pajero,
Toyota's Land Crulser Prado and
Highlander, Jeep Wrangler by
American automaker Chrysler,
and Hummer from General
Motors, among others on the one
hand and luxury car manufactur-
ers such as Audi AG, Bayerische
Motoren Werke AG (BMW), and
Mercedes-Benz on the other,

The outcome of the bid-
ding war for an estimated price
of approximately $2 billion,
which features Tata Motors and
Mahindra & Mahindra is sym-
bolic of the evolving Indian
businesses making a mark in the
global market place.

The show of growing ambi-
tlon by the companies in the
sector mirrors the growing aspi-
rational value among consumers
in the Indian market - not only 1o
own acar, but also assoclate with
a brand and upgrade 1o a luxury
car, a segment that is growing at
25 percent annually command-
ing a share of almost 27 percent
in the current sales.

Such aspirations have seen
marethan 5000 luxury cars being
added to the Indian roads in 2006,
up from 3,000 in 2005 and just
1,000 in 2004, according to esti-
mates. It's just a matter of time,
before global luxury car brands
Volkswagen, Lamborghini, Rolls
Royce Phantom, Bentley, Porsche,
Aston Martin and Ferrari roll out
their India plans in full steam.

With the deal expecied 1o go
to an Indian entity, the moment
will be historic, as itwill mark the
automotive sector's entry into
the elite billion-dollar acquisi-
tions club. With the two cult
luxury brands in its armory, the
winner will see itselltake the first

steps into the unexplored pre-
mium segment and expanding
global market place, with niche
pairons apart from a combined
wuorkforce of 20,000 and state-of-
the-art engineering platforms.

The Indian partner on its part
will bring on board the manage-
ment expertise (o save cost and
improve production processes by
virtue of coming from a country
where economies of scale is the
foundation of a profitable enter-
prise. Tatas have been widely
talked about as the frontrunners
to clinch the Land Rover and
laguar deal.

Tata Motor's parent company
Tata Group, with revenue of $55
billion and equivalent toabout 5.5
percent of the country's GDP, is
not new to such Inorganic growth
that has eased the group’s access
1o new markets, product catego-
ries, technology and world-class
brands. Tata Motors' interna-
tional footprim includes Tata
Daewon Cammercial Vehicle in
South Korea; Hispano Carrocera
5.A.. a bus and coach manu-
facturer in Spain in which the
company has a 21 percent stake;
a jolnt venture with Marcopolo,
the Brazil-based body-manufac-
turer of buses and coaches; and
a joint venture with Thonburi
Automaotive Assembly Plant
Company of Thailand te man-
ufacture and market pickup
vehicles in that country.

Cross border deal making

The other reason why
Jaguar-Land Rover deal will be
significant is that it will further
reinforce the prominence of the
Indo-UK merger & acquisitions
deal activity, which has already
seen two of the country’s larg-
est deals - the acquisition of
Huichison Essar. India's sec-
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ond largest GSM mobile service
provider by the UK's Vodafone
Group and the acquisition of the
UK's largest steel maker Corus
Group by India’s Tata Steel.

Of the $46 billion worth of
cross-border M&EA deals so far
this year, the UK contributed 1o
about 40 percent of all overseas
acquisitions by Indian compa-
nies (outbound) in deal value
and about 83 percent of the deals
clinched by overseas companies
in India {inbound).

The Tata Group had also
acquired UK-based Tetley Group,
then the world's largest manu-
facturer of tea, for $407 million
in February 2000. The group has
already spent more than $15 bil-
lion to fulfill its inorganic growth
strategies and the acquisition of
Land Rover and Jaguar will like-
ly be the second most expensive
buy for the group after Corus.

The investments by India Inc.
in Britain during the fiscal year
2006-07 has created 5,130 jobs,
second toa the US, according to
the UK's Department of Trade
and Industry, In terms of the
number of new projects, India
has been ranked third with 69
new projects, after 540 new proj-
ects of the US and 95 new projects
of France.

Indian investment in the UK
had gone up 111 percent to 76
projects, creating almost 4,000
jobs during 2005-06. The Indian
investment has contributed
£67 million (£33 million) to the
London economy in 2006-07,
according to Think London, an
agency promoting investment
into the city, &%/

{The author is Board Director,
IndusView Advisors, a cross-bor-
der transaction advisory and
financial services firm)




