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Defense Opportunity
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4th largest defence spender @ US$ 50.7Bn (2016-17)...estimated to reach US$ 64Bn by 2020.

36% of defence spend assigned to capital acquisitions.

Only 25% of defence equipment is manufactured in India.

3rd highest growth rate (CAGR of 9.3% from 1998 - 2011) in defence expenditure

4t largest change in percentage terms: 43 % increase in spending amongst top 10 defence spenders from 2006 to
2015

Plan to upgrade & modernize armed forces with a Capital procurement budget in excess of USD 130 billion and
an additional USD 110 billion is estimated spend on Homeland Security by early 2020s

Plan to add over 4000 military and civilian aircraft over next 10-15 years



|ﬂdia: A major defence buyer Future Defence Projects

Largest arms importers I Russia

2006-15, constant 2015 $bn ’
O Lease of 2" Nuclear-powered submarine — over

10 55 US$1.5 Bn.
4 = s O Acquistion of five S-400 Triumf air defence systems
India Russia - 1 for $5.8 Bn. _
X O Joint production of 5"-Gen fighter, based on Sukhoi T-

China Us 50 (PAK-FA) in India. If IAF inducts 127 fighters,

_ _ IE:?tZlin overall cost would be about $25 Bn.
Sllllaliz i Other Q Joint Production of 200 Kamov Ka-226T light utility
UALE. helicopters in India for $ 1 Bn.
South Korea usA
Source: SIPRI 0 $750 Mn deal for 145 M-777 ultra-light howitzers for
the Indian army.
Q India buys 38% of Russian weapon exports, 41% of 4 US push fro F/A-18 “Super Hornet” or F-16 fighter
Israel’s total defence exports and 11% UK’s exports. production line under “Make-In-India” policy.
Q As per the survey by Stockholm International Peace J Joint working groups under Defence Technology &
Research Institute (SIPRI) from 2012 to 2016, Russia Trade initiative on aircraft carrier technologies, naval

systems; air systems; intelligence; surveillance and

supplied 68% of India’s arms import; US — 14%, and reconnaissance; chemical & biological protection.

Israel - 7.2%.



Indian government has pledged $250 Bn for domestic

N ew CO nto urs defence industry to manufacture fighter jets, guns and

submarines.

Defence Procurement Policy — DPP 2016

: : . O For fiscal 2017-18 India’s defence budget is pegged at
 Highest preference for Indigenous Designed just over $41 Bn (13% of total government

expenditure). Capital acquisition component is just
over$13 Bn, compared to about Rs $11.7 Bn last year.

Developed and Manufactured (IDDM)
equipment.
 Sourcing Norms: 60% to be locally sourced if _ _
design not Indian; and 40% local content if Detence Production — Selt reliance __ _
design is Indian.  All naval ships & sub_m_a_rlnes are being bU|It_|n India.
0 Offsets policy liberalized for foreign vendors: L 75% of the total acquisition orders of the Indian Army

ligati : | % of th are with Indian firms.
Obligation to Ipvest ‘tﬂ e‘?lSt 3_0 /0_0 the 0 Examples: Tejas LCA; Naval Warships — INS Kochi &
contract value in India will kick in at Rs.2,000

el _ INS Kolkata; Submarine — INS Kalvari; Akash Missile
crore ($300 Mn), a significant increase from System; HTT40 — Basic Trainer aircraft; Dhanush-

the previously @ Rs.300-crore - $45 Mn. 155mm/45 calibre artillery gun system etc.

1 Special focus on MSMESs, and on “Make in
India”. New Defence Deals concluded:

3 10% weightage for superior technology, = gngzafaée IS5 D:'ive#es bet%"(’)%f“ ?eptl AU 5.
: : - - — Provision for offsets ~50% of value.
:c?r?;enic:a?i:rerlnescnng the lowest bidder only in O 2 Phalcon/IL-76 AWACS valued and 10 Heron TP

' UAVS.




DPP: Making it easy for tie-ups

L The revised ‘Make’ procedure to promote design and development in India, provides for
Government funding for up to 90% and preferential treatment to Indian MSMEs for certain
categories of projects. Foreign companies could consider forming JVs with Indian partners.

O FDI up to 49% is allowed under automatic route in the defence sector. Investment above 49%
allowed under Government route on a case-to-case basis (where it is likely to result in access to
modern and ‘state-of-art’ technology in the country).

O Industrial licensing regime for Indian manufacturers has been liberalised and most of the
components / parts / sub-systems have been taken out from the list of defence products requiring

Industrial Licence. This has reduced entry barriers for new entrants in this sector, particularly

small and medium enterprises.
O Offset implementation process made flexible in new DPP:
» Allows change of Indian Offset Partners (I0OPs) and offset components, even in signed

contracts.
» Foreign Original Equipment Manufacturers (OEMS) are now not required to indicate the details

of IOPs and products at the time of signing of contracts.
> Services as an avenue of offset have been re-instated with certain conditionalities.



India: As a defence manufacturing Base INDIAN PLAYERS PROFILE

Increasing focus on Indian manufacturing O Approximately 25,000 manufactures
through “Buy and Make” projects. J 80-82 2/0 SME space _
Increasing cost and technology specialisation g 4118/'1.4 /‘r’]'\/IIEd'“m SIS S OTEES
forcing Defence Public Sector Units to vacate oI the farge company space

tier 2/ tier 3 roles (lower down the value chain)
for private industry.

Attractiveness of India as a cost efficient, high

Select list of domestic defence players

- - - - « Big Players: Bharat Forge Ltd (BFL), Reliance Industries Ltd

gg:tlil:]);trig?qnil:?ﬁgusrg%:g? s?jlrgvslflgtgrer:;\/aer% (RIL), Tata group, Larsen and Toubro Ltd (L&T), Godrej
Group and the Mahindra Group.

Componen_ts. _ « Middle-level players: Tebma Shipyards Ltd, Premier

Excellent inherent skills as component and Explosives Ltd, Titagarh Wagons Ltd, Taneja Aerospace and

system integrators. Aviation Ltd, Punj Lloyd Aviation Ltd, Dynamatic

Offset driven obligation on OEM to invest in the Technologies Ltd, Bharati Shipyard Ltd, Ashok Leyland

development of indigenous Defence and Defence Systems Ltd and AMW Motors Ltd.,
aerospace manufacturing. * New entrants: Micronel Global Engineers Pvt. Ltd, Marine

Around 25% of the defence PSU turnover of Electrical (1) Pvt. Ltd, Defsys Solutions Pvt. Ltd, Naistoco

_ : : India Pvt. Ltd, Comint Systems and Solutions Pvt. Ltd, Ananth
fgfj%gfﬂ%ﬁ)’z 8?: trllzadreoddfj%;(ir;en | Qlfézg pr(;\e/?te Technologies Ltd, DCX Cable Assemblies Pvt. Ltd OIS
Iicensé d P y Advanced Technology Pvt. Ltd.




DOMESTIC PLAYERS Indigenously developed
Tejas Light Combat

O Between Jan 2001 and Feb 2016, 333 industrial licences [EaliEl
have been granted to private firms for defence
manufacturing.

O Serious players such as Bharat Forge Ltd (BFL),
Reliance Industries Ltd (RIL), Tata group, Larsen and
Toubro Ltd (L&T), Godrej Group and the Mahindra
Group have built a portfolio in electronics, land systems, TR e ok i
aerospace products and short-range missiles. Indian Air Force in

J BFL has tied up with Rafael Advanced Defense Systems SN[ VRoRI:

Ltd and Elbit Systems Ltd and UK-based Rolls-Royce :
Corp.

O TATA group has tied up with US-based firms Sikorsky e =
Aircraft Corp., Lockheed Martin Corp. and Boeing Co. | NEW DEFENCE EXPORT REGIME:

O Reliance has tied up with the French company Thales O Requirement of End User Certificate (EUC) been dispensed

AN .

(for underwater systems), Ukraine-based Antonov (for with for the export of parts, component, sub-assemblies and
transport aircraft) and Israel’s Rafael (for air-to-air Sub-_systems; e :
missiles). O Issuing advance / in principle clearance for exploring

business opportunities abroad.
0 DRDO laboratories & test facilities of other organizations of

the Ministry of Defence (MoD) made available to Indian

Domestic Defence Industry based on their requirement and
Defence Exports in 2015-16 reached US$ 303Mn. availability.

O Mabhindra has tied up with Airbus for helicopters and
UK’s Ultra Electronics for underwater weapon systems.




Models for Partnership

Type System Partners

Joint Long Range : : : :
Development Missiles India-Israel Growing maturity of Indian players

Brahmos O Reliance Defence becomes first private company to make
Joint Venture - India-Russia - - :

Missile foray into defence manufacturing by bagging $140 Mn
Scientists BMD _ project for building 14 fast patrol vessels for Indian Coast

India-Belarus
Exchange Programme Guard.
: Gyro & Indian Univ./ Indian Army is acquiring 158,000 ballistic helmets for its

Collaborative . . :
Research Navigation, Research soldiers and has awarded a massive contract to the Kanpur-

Sensors, PGM  bodies based MKU Industries, deal worth 20 Million USD.
Illustration: O Airbus Helicopters has awarded a contract to Mahindra

Q India gave the go-ahead to the $2.5 Bn deal Aerostructures to make airframe parts for the AS565 MBe

for jointly developing with Israel a medium- Panther helicopter
range surface-to-air missile (MR-SAM) for O L&T has bagged an order from Vietnam Border Guard for

the army. High Speed Patrol Vessels At USD 99.7 million making it

O JV partners: India’s D_ef_ence Reseafd} and the biggest export order given to a private Indian Shipyard
Development Organziation and Israeli till date

Aircraft Industry.




Indian Private sector capability spread

Design Final Post_S_aIe
: : TIER Il TIER II TIER | Assembly & Servicing
Enginnering . :
. Compoents Components Compoenents System inlcuding
& IT Training :
Integration MRO
TCS, Wipro, LMW, MTAR, LMW, Godrej, Tata Nil Airworks,
Mahindra Avasaria, Quest, TAML, Maini, Aerostructures Indamer, Max
Aero structures Satyam, HCL Dynamatics, VEM || Quest, Mahindra, Aerospace
Infotech, Zen Dynamatics,
Wipro, TCS, HCL || Titan, VEM, Godrej, Maini, Bharat Forge Nil
Engine Ravilla, SEC Quest, LMW,
Components Dynamatics, Bharat Forge
SKM, Avasaria,
Wipro, TCS, Data Patterns, Data Patterns, TPC, SED, Nil Airworks
Avionics and Samtel, Mahindra || Alpha Design, Alpha Design, Samtel, Rolta,
Electronics Satyam, Infotech Memory, MELSS HCL, HBL, HCL
Samtel
TCS, WIPRO, Godrej, VEM, VEM, Godrej Godrej Nil Max, Airworks,
Actuation and Mahindra, Dantal, Indamer, Defsys,
Control Satyam, Godrej Sevocontrol Dantal




Indian Private sector capability spread...2

DESIGN FINAL POST SALE
ENGINEERING TIER IlI TIER Il TIER | ASSEMBLY & SERVICE
&IT COMPONENTS COMPONENTS COMPONENTS SYSTEM INCLUDING
TRAINING INTEGRATION MRO

Antony Prince Various L&T, ABG, L&T, RDEL, ABG, Various

Bharti, Walchandnagar Bharti, HSL,
Naval Structures Walchandnagar, L&T

RDEL

Wipro KBL , KBL, Cummins, || Nil Nil Various

Propulsion, Engine Cummins, Rolls Royce
Components Rolls Royce Marine, Ashok
Marine Leyland
TCS, L&T, Rolta L&T, Melss, L&T, Melss, Tata || Tata Power Nil Various
: Tata Power, Power SED, SED, L&T
ElEeitonies SED, Rolta, Rolta, Memory
Memory
Crompton Various Crompton Nil Nil Various
Pumps, Valves, Greaves, BE, Greaves, BE,
Actuation TCS Pumps, Weir,

BWP




Sunrise areas in global defence manufacturing

L Water Jet Machining

U Hexapod Machining

O Multi Tasking Machines

U Role Extrusion for Missile Cases

O Single Crystal based Super Alloys for Gas Turbine Engines
(BLISK)

U Integrate Fuselage Design & Manufacture (\Welded
Structures)-Extrusion, Laser Beam Welding, Friction Stir
Welding

L Near Net Shape Manufacturing

L Advanced Aluminium Alloys and Fabrication technologies
for Space Transportation Systems- Near Net Extrusions

U Roll Forging, Shear Forging, Spin Forming, Friction Stir
Welding for Cryogenic Tanks, Adapter Rings, Tank Domes,
Internally Stiffened Extrusions

O High Voltage Electron Beam Welding

O Laser Consolidation Processing

O Vacuum Plasma Sprays

O Photo Chemical Machines

Synergies with Indian defence
manufacturing ecosystem

O Experience gained through various projects.

O Core Technology base developed within the
country.

O Enhanced Industrial capability.

O Increased role to industry, gravitate away from
state owned enterprises.

O Increased awareness & Exposure of modern
technologies to new scientists and technocrats

O Vibrant industrial growth.

O Changed Government perspective (offsets)

O Technology denial schemes increasingly
irrelevant.

O Openness of the Government to new strategic
partners.



GROWTH DRIVERS:

C |V| I AVl atl O n O Growing economy and rising disposable incomes.

O Competition among airlines, especially among low-cost carriers.

9t largest aviation market in the world with a Q Fall in prices of Aviation Turbine Fuel.
market size of $ 16 Billion...3" largest by 2020. RERNEERCUTNIRIOTEESRVEER EINOAE (oo RO EsIORolo Vgl ({T-CX

O Modern airports, and greater use of technology.
Domestic aviation market clocked 81 million J Supportive policy for regional air operations
flights; a growth of over 20.3% in 2015 — the '
highest ever growth rate recorded in the world.

Combined fleet size of all airlines about 430
planes...Airbus and Boeing estimate India will
need 1,610 and 1,740 jets, respectively, over the
next 20 years.

New Civil Aviation Policy 2016:

O Airlines can commence international operations if they deploy 20
aircraft or 20% of total capacity, whichever is higher.

O Open Skies Policy: SAARC & countries beyond 5000 km from
Delhi.

New Order:
Govt. is planning to invest around $120 Billion O Spice Jet, India’s 41 biggest airline - 13% share, is buying up to 205
in airport infrastructure and aviation navigation Boeing planes worth $22 Billion to fuel major expansion of its
services over the next decade. domestic operations.

Only 75 airports in the country have a scheduled
airline service. There are 350 unused airstrips —
reviving these airports are high on government
agenda.
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Liberalized FDI Policy:

O 100% FDI through automatic route in greenfield airports.

O 100% FDI in brownfield — automatic route up to 74% and government route beyond 74%.

O 49% FDI through automatic route in Scheduled Air Transport / Domestic Passenger Airline...100% for NRIs.

O 100% FDI through automatic route in non-scheduled air transport service

O 100% FDI through automatic route in Helicopter / Seaplane services.

O 100% FDI through automatic route in MRO operations, flying training institutes, & technical training institutions.
U 100% FDI through automatic route in Ground Handling Operations.
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Defence MRO:

O Estimated budget of $200 Bn for acquisition of military
aircraft between 2010- 2025.

O Of the total spend for aquisition of new aircraft 13-15%
of allocation would be towards MRO

a All Military MRO work until which was till recently

undertaken by the Defence Services is being now out

sourced to Civil MROs.

INDIA MRO business opportunity:

O The Maintenance, Repair and Overhauling (MRO)
business of Indian carriers is around US$ 750Mn;

O 90% of Indian airplanes are serviced outside India —
in Sri Lanka, Singapore, Malaysia, UAE etc.

O Likely to grow to $4.33 Bn per annum by 2025
increasing at a CAGR if 14-15% per annum

O India positions to compete with China ($2 Bn) and
Singapore ($5 Bn).
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