INDIA – PREFERRED DESTINATION
Indian economy is expected to witness faster growth than expected in 2018, with the revival in rural demand
and increased infrastructure spending are likely to be the key drivers of India's growth in current year against
the backdrop of increasing global crude oil prices and volatile market conditions.
With the improvement in overall domestic market conditions; seen as a positive sign that growth is picking up
and will continue to maintain strong momentum in 2018, retaining India's position as the 'fastest growing
large economy' in the world”. With visible recovery signs, the Indian economy recorded a five-quarter
high growth of 7.2 per cent in the October-December period on good showing by key growth sectors
like agriculture, construction and manufacturing.
According to Deloitte India, "After a year of disruptions and growth slowdown, Indian economy is
consolidating the gains from the recent reforms and is moving in the right direction. With a steady increase in
FDI inflows and pick-up in growth in the Q3 of 2017, 2018 will expectedly remain a period of strong growth
for India with a growth rate of around 6.8 - 6.9 per cent,"
The report said that the negative effect of major reforms like GST and demonetisation is wearing off now as
there is high optimism in domestic demand in the form of consumption and revival in small scale business
activities, resulting in an increase in FDI flows into the country.
The report said that with eye on infrastructure development, the government has given green light to an
INR 7 trillion infrastructure program in late 2017, with the aim to pave more than 80,000 km of road by
March 2022.
The report further said that global economic growth is likely to move up further as more than 75 per cent of
the world economy is now enjoying an upswing, with forecasts anticipating global growth to rise to 3.6 per
cent in 2017 and 3.7 per cent in 2018, from 3.2 per cent in 2016.
"As the global economy is in its heights after recovering from the shocks of 2008 crisis, India should take the
benefit of this opportunity. India's ability to stave off the economic gales was helped by the fact that it is
much less dependent than most countries on global flows of trade and capital. And therefore, the recovery in
global economic conditions should help India boost its domestic growth," it added.

Thus, India is preferred by global manufacturing companies as an outsourcing destination, due to cost
competitiveness, favourable investment conditions, better engineering and designing capabilities.
Excerpts from article Source: Deloitte India
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INDIA – a land of opportunity -------------------------------------------------India, officially called as Republic of India, is the seventh-largest country by area in South Asia, the secondmost populous country (with over 1.25 billion people), and the most populous democracy in the world. The
country is surrounded by the Indian Ocean on the south, the Arabian Sea on the southwest, and the Bay of
Bengal on the southeast. It shares land borders with Pakistan to the west; China, Nepal, and Bhutan to the
northeast; and Myanmar and Bangladesh to the east with Sri Lanka and The Maldives in the Indian Ocean,
and shares a maritime border with Thailand and Indonesia.
According to the International Monetary Fund (IMF), the Indian economy in 2017 was worth USD 2.45 trillion;
it is the sixth-largest economy by market exchange rates, and is, at USD 9.5 trillion, the third-largest
by purchasing power parity, or PPP. With its average annual GDP growth rate of 5.8% over the past two
decades, and reaching 7.1% during 2016–17, India is one of the world's fastest-growing economies.
Economic growth pegged at 7.2 - 7.5% for H2 FY18.
With the rectification to Customs Duty reduction of 2.5% on three critical components of metalworking
machine tools in Union Budget for 2018 – 2019, Govt. of India has brought relief to the machine tool industry.
Customs Duty reduction of 2.5 % on three critical components of metalworking machine tools (CNC systems,
ball screws and linear motion guides) – has been re-extended to all categories of CNC metalworking machine
tools [under HS codes: 8456 to 8463].

Source: Picture courtesy Live-mint
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About Indian Machine Tool Industry -------------------------------------------Metal cutting machine tool industry plays an important role in the manufacturing sector. Metal cutting
machine tool constitutes about 80% of total metal working machine tools demand in India. As per
Gardner Business Media survey; India stands 12th in production and 8th in the consumption of machine tools
(around 52% of metal cutting machines) in the world as per 2017.
The Indian Machine tool Industry has around thousand units in the production of machine tools,
accessories/attachments, subsystems and parts. Approximately around 25 units are in the large scale sector
and account for about 70% of the turnover and the balance are in the Micro, Small and Medium Enterprises
(MSME) sector of the industry. While the large organized players cater to India’s heavy and medium
industries, the small-scale sector meets the demand of ancillary and other units. Domestic manufacturers
have around 43% share in consumption.

Metal-cutting tools make up the largest product segment in the industry, accounting for an estimated
45.2% of industry revenue in 2017-18. Metal cutting machinery is used & serves for a variety of purposes
to shape or transform metal by removing parts of it, products perform a variety of actions, including cutting,
drilling, milling, turning, grinding and stamping. Common products include carbide, steel and laser cutting
tools; turning machines and centres; lathes; milling machines; drilling machines; and vertical and horizontal
machining centres. Machine tool sector serves as the mother industry for a variety of industries, including
consumer and durable goods manufacturing, aerospace, defence, machinery manufacturing and shipbuilding
where metal cutting machines are used.

With emphasis on “Make in India” programme, the manufacturing sector is poised for exponential growth
with budgetary allocation on Infrastructure Expenditure getting a boost from INR 4.94 Lakhs Crores to
INR 5.97 lakh Crores in Union budget 2018-19, Govt. of India
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Market Scenario ----------------------------------------------------------------(1) Current market trends that are impacting the machine tool market in India :
The machine tool market in India is increasing exponentially day by day which is expected to reach USD
2.5 – 3 billion by 2020. As a result of the growing demand, the country is set to become a key player in
terms of global machine tools industry and is likely to see substantial high-end machine tool manufacturing. It
is largely expected that the platforms like ‘Make in India’ coupled with the growth in manufacturing are said to
be the results of the growing demand in the machine tools sector.
The machine tools industry has evolved with the development of both hardware technology and software
applications. The machines have now become multifunctional and are capable of performing a broad range of
tasks inside in a single set up, which has resulted in machines becoming faster, intelligent, and versatile. The
advanced CAM technology is being used for multi-axis, multi-spindle, and multi-turret machines. In addition to
this, the software is increasing being used for automation of manufacturing and engineering processes.
About 55% of the metal cutting machines consumed in India are imported. The automobile industry is
one of the major users of machine tools and it is because of this that a large number of Indian manufacturers
would innovate for this the automobile industry. Further with innovations; tools are being developed to add
materials as well as machine at one go which will be a turning point for efficiently building light and complex
structure with same structural strength.

With respect to other countries like Taiwan, Russia, South Korea, Germany and United States, all saw a
negative growth rate in their market value for the year 2015-2016 whereas India had shown a positive
growth rate. It is definitely not going to be an easy market to ignore. Following the previous trends and
increase in demands, a growth at CAGR of 14 per cent can easily be forecasted with market cap size
exceeding USD 2 billion as compared to USD 1.2 billion at present.
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The sentiments have been positive in most of the manufacturing sectors with the recent impetus given to
“Make in India a manufacturing hub.”
The Foreign Direct Investment (FDI) attraction into various manufacturing sectors following the ‘Make in
India’ policy initiative gives a fairly clear indication of an uptick in manufacturing going forward. Further
adding the requirement of the various sectors, trend will move towards machine being built with automation
systems and smart controls. Reduced manual intervention in process control using the machine tool control
system and smart tooling will be the key to optimising costs, scrap reduction and improved machine
utilisation. Globally, many advanced manufacturing markets have adopted these technologies and the trend is
set for the Indian machine tool industry to address the technology-gap and drive innovation in this direction.

(2) Trends Impacting Global Machine Tool Market :

Source: Picture courtesy tokenfolks.com
Global machine tools market predicts to exceed USD 120 billion by 2020, growing at a CAGR of more than 6
per cent. According to Technavio’s report this emerging trend is as a factor that has the potential to
significantly impact the market and contribute to its growth or decline.
Lead analyst at Technavio, Anju Ajay kumar says, “Industrial sectors where automation is employed on a
wide scale such as automotive, aerospace and defence, electrical and electronics, medical devices, industrial
machinery, and renewable energy are showing signs of positive growth which will augur well for the growth of
the machine tools market during the forecast period.”
The top three emerging trends influencing the global machine tools market according to heavy industry
research analysts are as follows:
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•

Integration of 3D printing technology with machine tools - the original application of 3D printers was to
create small plastic models and prototypes. Currently, 3D printers are increasingly used to create
prosthetics, full-scale clothing, and electronic products. These printers also have a tremendous potential
in the industrial sector.
The dramatic changes that 3D printing technology has brought about are likely to have an impact on
machine tools and plastic injection moulding. 3D printing technology reduces material usage by nearly 30
per cent to 70 per cent as compared to traditional techniques. This results in faster speed to market for
new products and a reduction in development costs. Many machine tool manufacturers are incorporating
this technology into their machine tools. For example, Japanese machine tool manufacturer has
integrated metal 3D printing technology into its computer numerical control (CNC) product line.

•

Technological advances - The machine tools industry has evolved with the development of both hardware
technology and software applications. This has resulted in machines becoming faster, intelligent, and
versatile. Machines have now become multifunctional and are capable of performing a broad range of
tasks inside a single set up. Electrical discharge machines, ultrasonic and electronic beam technologies
have revolutionized manufacturing technology.
Multiple software products can be standardized on one platform. Advanced CAM technology is being used
for multi-axis, multi-spindle, and multi-turret machines. Software is increasingly being used in
automation of manufacturing and engineering processes. Software applications provide an integrated
view of operation through direct integration with product lifecycle management, manufacturing execution
services, process planning, and enterprise resource planning systems.

•

Surge in automation - The growing demand for superior-quality products has propelled companies to
undertake automation in manufacturing. Investment in global process automation is continuing to grow
at 6 per cent and is projected to reach USD 120 billion by 2019. This growth is focused on areas such as
technology, hardware, software, services, and the communication protocol used for automation.

The machine tools sector in the developed and developing countries, especially those in mid and smallscale industries, are increasingly using NC and CNC machines rather than manually controlled
conventional machines. The new and advanced machines operate using programmed commands and
computers to enhance productivity.
Increased productivity is a major factor, which benefits companies that use process automation.
Moreover, implementing process automation not only enhances profit margins but also has a positive
impact on resource regulation and loss control.

Excerpts from article Source: OEMUPDATE, India & Technavio, USA
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Indian Metal Cutting Machine Tool Industry – Demand Projection &
Opportunity Analysis ------------------------------------------------------------1.

Projected growth for the Manufacturing sector

Source: Picture courtesy Tradingeconomics.com

2. Projected growth for the User industry
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3. Projected Demand for Metal Cutting Machines

Opportunity


Analysis

-------------------------------------------------------------------------------------------

Indian Economy is one of the fastest growing in the world with growth expected to be around 7%
during the next 3 years



The Indian automotive sector aims to grow to USD 300 billion by 2026 with 12% share in GDP and
envisages to emerge third largest market in the world



India is preferred by global manufacturing companies as an outsourcing destination, due to cost
competitiveness, favourable investment conditions, better engineering and designing capabilities



New emerging sectors like Defence, Aerospace, Railways, Shipbuilding, Consumer Durable, Medical
Equipment & Instrumentation, Green investment in Auto Sectors are likely to enhance demand for
metal cutting machines and tools.



The Machine tool sector is also likely to be benefitted from the following budgetary allocation of Union
Budget 2018-19, Govt. of India.
•

INR 1.2 billion For Scheme for “Enhancement of Competitiveness in the Indian Capital Goods
Sector”.

•

Capital expenditure outlay of INR. 6.5 billion Towards ‘machinery & plant’ for Ministry of
Railways.

•

Revenue expenditure outlay of INR 4.75 billion towards ‘renewal and replacement’ for
Defence Ordnance Factories, Ministry of Defence.

•

Revenue expenditure outlay of INR 580 million towards ‘maintenance – machinery &
equipment’ for Defence Ordnance Factories, Ministry of Defence

•

Capital expenditure outlay of INR 8.036 billion For Defence Ordnance Services, Ministry of
Defence.
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