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Background 

The Indian mining and construction equipment (MCE) industry 

was severely hit by the economic slowdown, weak sentiments 

across user industries and tight liquidity conditions in 2008-09, 

resulting in a sharp 15-30% drop in demand across product 

segments.  
 

The cumulative negative impact across industrial/ infrastructure 

investments resulted in a sharp decline in Indian MCE volumes in 

Q3, 2008-09. While Government funded infrastructure projects 

largely remained on track even during this downturn, a number 

of privately funded projects suffered due to insufficient credit 

and a sharp deterioration in the investment environment. In the 

mining industry, the metal mining segment (largely under the 

aegis of private companies) was affected by a sharp fall in 

commodity prices while coal mining (largely undertaken by the 

Government of India) supported demand to some extent. 

Growth in governmental segments of mining and roads, which 

are relatively more mechanised and thereby use more of MCE, 

supported growth during the past few quarters. 
 

Indian MCE volumes started picking up in November 2009 and 

maintained a healthy growth over the past four months. The IIP 

index April-February 2010 posted a growth of 10.1% as against 

3.0% in the corresponding period of the previous year. 

Infrastructure spending by the government, towards schemes 

like Pradha Mantri Gram Yojna and preparation for the 2010 

Common Wealth Games, has been a strong demand driver, 

especially for the northern part of the country. The southern 

part of the country, which was hit by fall in iron ore and granite 

mining activity, also showed some signs of revival. However, the 

demand from the real estate segment (which impacts concreting 

equipment) continues to be relatively weak, particularly in the 

commercial real estate segment. Nevertheless, the longer term 

prospects for the segment remain healthy, with strong demand 

expected from the housing segment.  
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The MCE industry is cyclical, with the long term demand strongly correlated to the health of the 

underlying economy and infrastructure investments. The MCE industry is particularly affected by macro-

economic factors like investments in infrastructure, housing demand, real estate prices, employment 

rates and commodity prices. As the purchase of real estate and construction equipment industry is 

largely debt-funded (about 85% of the MCE industry purchase is financed), timely availability of credit at 

favorable terms and interest rates also remains a strong industry driver. In the following, we have 

highlighted some of the key trends observed in the MCE industry. 
 
Falling commodity prices curtailed demand for mining equipment:  

The mining, irrigation and other infrastructural segments together account for around 45% of the Indian 

MCE industry volumes. With mining activity in India being a key demand driver, the price levels of mined 

commodities play a major role in driving demand for mining equipment.  

 

For a period of over a year-and-a-half, starting 2007, commodity prices reigned high owing to strong 

global demand. From Q3 2008-09, with the fall in global liquidity and demand, commodity prices 

corrected. While the fall in commodity prices, especially for steel, was beneficial for the cost structure of 

the industry, it also suppressed demand from the metal mining segment, which scaled down activity as 

prices fell. The Indian mining industry comprises of three key products: coal (around 50% of the volumes 

mined in the country), iron ore (around 22%) and limestone (20%). The government and public sector 

undertakings account for more than 90% of the coal mining activity, around 25% of the iron ore mining 

and negligible limestone mining in India. With ample coal reserves and the ongoing power deficit, coal 

mining by PSUs has continued to grow at a steady pace, thus providing regular demand for mining 

equipment. On the other hand, iron ore production in the country  is influenced by global prices for ore 

(as over 50% of India’s iron ore production is exported) and government policies. With falling commodity 

prices and liquidity crunch faced by private companies, there has been a decline in the demand for 

equipment from the Indian metal mining segment. In the longer term, commodity (metals) prices will 

continue to play a key role in demand for mining equipment like heavy tonnage dumpers, dozers and 

excavators.  

 
Globally, the growth in the industry has been led by emerging economies; the economic crisis in 2009, 
however, put a brake:  

USA is the largest mining and construction equipment market in the world followed by China (around 0.3 

million units) and Europe (around 0.2 million units). The global MCE industry has been on an upswing 

since 2003-04 and has grown by over 15% annually until Q3, 2008-09. The growth was more pronounced 

in and was mainly driven by the fast growing BRIC nations of China and India. The size of the MCE market 

in emerging economies has also expanded significantly and now accounts for 50% of the global market as 

against just 35% in 2004. The Indian market grew by over 30% annually during this period but on a 

significantly lower base than in other major countries. The key growth drivers were strong economic 

development, government and private investments in infrastructure, large government projects like road 

building, high commodity prices (supporting mining activity), the booming real estate industry and 

growing levels of mechanisation.  

 

The global MCE industry experienced a contraction in Q3 2008-09 as a result of reduced construction 

activity, especially in the real estate segment; slowdown in mining activity and a virtual standstill in 

equipment financing in the aftermath of the economic meltdown towards the end of Q2, 2008-09. In 

2008-09, the global MCE industry is estimated to have fallen by over 20%, mainly on account of a 38% fall 

in global demand for construction equipment while the demand for mining equipment improved in few 

geographies. The fall in demand was led by sharp declines in the key markets of Europe, Japan and North 

America. Barring certain markets like China, the global CE industry continued to fall in the first nine 

months of 2009-10 as well, although the magnitude of global decline slowed down to around 4% in Q3, 
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2009-10. The mining industry on the other hand has shown stronger signs of recovery in Q3, 2009-10, as 

commodity prices started inching upwards. In addition to China, where there has been a full scale 

recovery of demand supported by fiscal stimulus and advancement in large-scale infrastructure 

development, markets like Australia, Brazil, India, Indonesia and Thailand have shown signs of a more 

gradual recovery. Among the developed countries, the Japanese market witnessed full usage of rental 

equipment in Q3, 2009-10. However, a lack of consumer confidence in the prospects resulted in weak 

demand for new equipment. Normally, full usage of rental equipment is a precursor for fresh demand. 

 
New MNC entrants setting up base in India:  

With MCE industry volumes of around 40,000-45,000 units per annum and an estimated turnover of 

US$2.6-3.1 billion, the Indian market is relatively small as compared to the global market that is 

estimated at over $75 billion. Nevertheless, many international OEMs have indicated plans of setting up 

manufacturing facilities in India owing to its good growth prospects and slack demand in the traditional 

developed markets. Some of the new entrants in the past 3-4 years were Japan’s excavator major 

Kobelco and ME company Komatsu; CE and farming equipment major, John Deere (USA) in JV with Ashok 

Leyland Limited; excavator & CE company Sany & Liugong (China) and MCE majors Hyundai and Doosan 

(Korea). Further, existing participants like Caterpillar and excavator manufacturer Telco construction 

Equipment Company Limited (Telcon) are either adding to their domestic capacities or increasing their 

product portfolio. With the incremental capacities and new entrants, the industry is expected to become 

more competitive and fragmented. However, growing mechanisation and large infrastructural projects 

proposed in the country indicate the potential to absorb these new capacities. The entry of global MCE 

manufacturers has also facilitated product upgrades in the growing Indian market.  

 
Threat of imports from low-cost countries like China: 

China has a huge domestic market for MCE. The Chinese loader market alone stands at over 125,000 as 

against 1,800-2,000 wheeled loaders sold in India per annum. With such economies of scale, the Chinese 

equipment have the competitive advantage of being significantly cheaper than the Indian equipment. A 

number of Chinese companies - crane manufacturers Zoomlin & Weihai Huata and wheel loader & motor 

grader manufacturer Xiamen, Sany and Liugong, to name a few, have established their presence in India 

through a combination of manufacturing facilities, sales offices or marketing tie-ups with Indian 

companies for selling their products in India. It is estimated that the Chinese MCE companies currently 

hold over 12% in the wheeled loader segment, around 13% of the dozer segment and enjoy a strong 

presence in concrete mixers, with the potential to expand their presence in the Indian markets.  

 

The challenges for the Chinese products in India stem largely from warranty support and availability of 

spares/ after-sales support. Some Chinese manufacturers have started addressing these concerns 

through tie-ups with local established OEMs like Escorts Construction Equipment Limited (ECEL). While 

the current approach of domestic buyers towards Chinese equipment remains cautious on concerns 

related to quality and availability of long-term after-sales service, the future trends could be largely 

determined by the success of local tie-ups in addressing these concerns. Further, the resale value of the 

Chinese equipment currently remains low, restricting availability of finance. However, the Indian OEMs 

will continue to face competitive pressures to lower costs, thus requiring higher localization; improving 

value through greater customization to meet local needs besides strong service and spares support to 

beat competition. 

 

Imports into India also originate from other countries too, either because of non-availability of such 

products in India (higher tonnage cranes and mining equipment for instance) or owing to a cost 

advantage (on used equipment). This trend is more pronounced in material handling equipment; where 

over 10-15% of the equipment in the country is currently imported. Developing nations like India are key 

destinations for used cranes from countries like Australia.  
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Limited investments in Research & Development by MCE manufacturers in India:  

MCE companies with MNC parentage typically have depended on parental support for product 

development and have made minimal investments on Research and Development (R&D) - largely limited 

to homologation of the global products for Indian conditions. Further, the need for technology 

investments specific to the Indian market is relatively low, as the requirements for emission/noise control 

in Indian off-highway vehicles continues to be basic as compared to the developed markets. The Indian 

MCE industry is currently BSII compliant, with the next transition expected in April 2011. Developed 

nations like Japan and even emerging markets like China have already moved to cutting edge technology 

of hybrids and EV (electric vehicles) to increase productivity and comply with stringent emission/ noise 

control norms. With the increasing presence of international companies/products in India, Indian market 

participants have started to invest into R&D to match the international quality standards. Deeper 

understanding of the market and the requirement for application/topography specific products has 

further raised the need for increased R&D by participants in the Indian market. 

 
Industry enjoyed high profitability during up-cycles; however, profitability and capital structure 
deteriorated in H2, 2008-09: 

Most of the large established players in the Indian MCE industry enjoy healthy operating margins. A 

number of players operate as assembly facilities with high proportion of imported components procured 

as bought outs/ CKD (Completely Knocked Down). Managing raw material costs through effective 

sourcing, especially for imported content coupled with benefits from economies of scale had resulted in 

growing profitability for the industry during the five-year period from 2003-04 to 2007-08. However, the 

profitability declined in recent periods – especially during H2, 2008-09 and H1, 2009-10 – contributed by 

a sharp contraction in demand, thus resulting in under-absorption of fixed costs. 

 

Inventory pile-up was another cause of concern for the players during H2, 2008-09, especially for those 

with significant import content. A number of companies anticipated robust off-take in H2, 2008-09 and 

placed orders for components and CKDs from their global parents/suppliers. With a longer lead time on 

imports, the sudden contraction in Q3, 2008-09 resulted in stock pile-up. Additionally, a number of OEMs 

were forced to extend support to their weaker channel partners (through interest subventions and longer 

credit periods), resulting in a significant increase in working capital and deterioration in capital structure. 

However, with a relatively moderate level of leveraging, many industry participants had sufficient cushion 

to support these borrowings. With a sharp decline in volumes, most of the MCE players now have surplus 

capacities, and hence have cut-back on fresh capacity additions. However, some players with new 

product introduction plans may continue to invest, albeit at a slower pace. 

 

The MCE industry has bounced back strongly during H2, 2009-10, supported by easing of liquidity 

conditions; correction of pipeline inventory and revival in infrastructure investments led by Government 

spending. However, the overall performance of the industry in 2009-10 is expected to be relatively 

modest owing to the weak first half.  

 
Demand for service and spares to increase in importance:  

Globally, income from spares and services income accounts for over 15% of revenues for major MCE 

companies, supporting profitability and smoothening revenue volatility. This also enables the 

manufacturers to sell their goods initially at a competitive price while making up in the service contracts - 

a life cycle approach to profitability. However, at current levels, the contribution to revenues in the 

domestic market from spares and services contracts remains low, largely due to a relatively small 

equipment population and availability of non-OEM spares.  

 

The life of an equipment is around seven years although the actual on-road fleet in India is sometimes 

over 20 years old. Ground-engaging tools (GET) like undercarriages, buckets and teeth, especially in the 
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case of mining equipment, have to be replaced faster based on surface and usage while engines, 

transmissions and axles have to be overhauled after 4-5 years of use. Hence, there is a strong potential 

for annual maintenance contracts (AMCs) and spares business. However, it needs to be noted that a large 

geographically concentrated vehicle population helps generate economies from the service network. As 

the population of on-road equipment increases, service and spares income is likely to become a stable, 

high margin and counter cyclical source of revenue. 

 
Used and rental equipment markets are still in their nascent stages: 

While there is good potential for used equipment in India, the market size of which is estimated at about 

three times the primary market, India does not have an established common platform for trading in used 

equipment. 

 

Again, the current rental penetration in India at around 7-8% remains low as compared to the global 

standards of 50-80%. An average of 30% of the equipments sold in Europe and over 60% in the United 

Kingdom are to rental operators. A robust rental market enables reduction in investments in projects by 

outsourcing the equipment requirement (including spares and services) and improving capacity utilisation 

of equipment. The key equipment in the rental fleet in India currently are backhoe loaders, pick-and-

carry (PNC) cranes, excavators, motor graders and vibratory compactors.  

 

While a number of organised equipment banks like Quippo Infrastructure Equipment Limited, Sanghvi 

Movers Limited (for cranes), ABG Infralogistics Limited, GMMCO Limited & TIL Limited (TIL-for Caterpillar 

equipment) have entered the fray with large fleets (of over 100 equipments), the market continues to be 

serviced mainly by small fleet owners with less than 10 equipment each. However, there are various 

structural/ operational concerns that need to be resolved for the Indian equipment rental markets to 

evolve. Concerns include lack of synchronisation of interstate tax policies (on movement of equipment 

between states) and logistics of the equipment. Further, the dominance of unorganised market 

participants that operate on cash transactions (on rentals, thereby avoiding taxes and enjoying an unfair 

advantage to the larger rental operators) prevents the evolution of a more organised system.  

 

With the large infrastructure investment proposed over the next few years, demand for rental equipment 

is expected to see a large growth over the medium term.  Globally, a number of OEMs like Caterpillar Inc, 

JC Bamford, UK and Volvo are actively involved in the equipment rental business, an area that has not 

caught on in India as yet. 

 
Low levels of indigenisation expose MNC companies to high forex volatility: 

The Indian MCE industry has only a few large local players, namely, BEML Limited (BEML), ECEL, TIL, 

Action Construction Equipment Limited (ACE) and Greaves Cotton Limited (Greaves) among others. Most 

of the international majors in the industry like Caterpillar Inc. USA, Komatsu Limited, Japan, JC Bamford 

Excavators Limited, UK and Hitachi Construction Machinery Co. Limited, Japan are already present in 

India, either through subsidiaries or joint ventures. The level of indigenisation in the domestic MCE 

industry, however, continues to be low (at around 40-50% depending on the company and the product) 

with the import of technology and component CKDs (especially for power train and hydraulics) by the 

Indian entity from its technology parent. The key import driver is a lack of domestic suppliers that assure 

good product quality. A lack of economies of scale has also been a contributing factor in the past, 

although this is likely to undergo a change in the future. High import content adds to the cost due to the 

longer lead time and higher inventory levels for components, and exposes the industry to high forex 

volatility. In 2008-09 and the first half of the current fiscal (2009-10), rising cost pressures, especially on 

account of the hardening Yen, affected a number of players with Japanese parentage. 
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Outlook - A strong positive 

Over the past four months, the industry has been on an upturn supported by increased financing 

availability; step-up in infrastructural investments and pick-up in demand for commodities globally. Large 

proposed investment over the next several years in infrastructure (ports, airports, roads) has the 

potential to sustain the growing demand for CE. The Eleventh Plan commission (2007-12) envisages the 

need for an infrastructure investment of over US$ 155 billion for development of roads, bridges, railways, 

ports and airports and over US$ 2 billion in mining. According to the Economic Survey of 2009-10, the 

Ministry of Road Transport & Highways has set a target of completion of 20 km of National highways per 

day, translating to over 35,000 km during the period from 2008-09 to 2013-14. The NHAI has formulated 

closely monitored work plans for awarding 12,000 km of projects each during the years 2009-10 and 

2010-11. The Special Accelerated Road Development Programme in the North-eastern Region (SARDP-

NE) envisages two / four-laning of about 5,184 km of National Highways and two-laning / improvement of 

about 4,756 km of State roads. Since inception in December 2005 and until December 2009, 515 projects 

across 31 States at a cost of Rs. 580 billion have been sanctioned for urban infrastructure development 

under the Jawaharlal Nehru Urban Renewal Mission (JNNURM). These are, but a few of the large 

infrastructure initiatives that are currently under way in the country.  

 

The long-term demand drivers for the construction equipment industry are relatively low levels of 

mechanisation and penetration of equipment in the construction industry; proposed heavy investment in 

infrastructure and increasing population and urbanisation. The demand for mining equipment is expected 

to grow in line with the demand for metals and energy.  

 

Low-cost countries like India and China also stand to gain from the potential for export of components, 

equipment and engineering/designing services - an area where China has already made significant 

inroads. Some of the areas that need to be addressed during this growth phase include introduction of 

customised products for the Indian markets; setting up of a viable and efficient aftermarket network; an 

equipment rental & used-equipment market and training of manpower to operate the equipment.  
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Annexure 1: Industry profile: 

The MCE industry can be divided into two large segments - Mining and Construction Equipment. 

Construction equipment includes material handling equipment. The Indian MCE industry has over 200 

players, with the top ten players accounting for over 75% of industry revenues. The Indian market is 

characterised by the presence of almost all the major international OEMs through joint ventures (L&TK 

with Komatsu), subsidiaries (Telcon with Hitachi, JCB, Caterpillar, Schwing Stetter) or dealership tie-ups of 

the international companies with Indian companies (IHI, Japan; Manitou BF, France). Apart from these 

international companies, Indian companies in the industry include BEML, ECEL, TIL, Indo Farm Tractors & 

Motors Ltd. (ITML), International Tractors Limited (ITL) and ACE, among others.  
 

The industry comprises a wide array of products, namely, backhoe, wheeled loaders, hydraulic 

excavators, mobile cranes, PNC, slew cranes, crawler cranes, lorry cranes, vibratory compactors, asphalt 

finishers, motor graders, skid steer loaders and forklifts in the construction/material handling industry 

and dumpers, dozers, drills, dragging walk lines and rope shovels among others in the mining segment. 

Large tonnage and big bucket excavators and loaders are also used extensively in the mining industry. In 

India, CE (including material handling) are used for construction of residential/non-residential buildings, 

public infrastructure (roads, ports, airports) and movement of goods (inside shop floors and factories) 

while the mining equipment are largely used in coal and iron ore open cast mines. 
 

The backhoe loader is the largest segment in unit terms, accounting for over 40% of industry volumes 

followed by hydraulic excavators ( around 20%) and mobile cranes ( around 15%). The revenue share of 

the industry is, however, skewed by the relative cost and tonnage of equipment sold within each 

category. 
 

JCB is the market leader in the backhoe loader segment, followed by Telcon. In the hydraulic excavator 

segment, Telcon and L&T Komatsu Limited (L&TK) are the key participants. The dumper and dozer 

segments are dominated by BEML and Caterpillar India Private Limited (CIPL). The PNC segment is 

dominated by ECEL and ACE, while the Vibratory compactor segment is catered to by L&T Case, ECEL and 

Volvo India Private limited (Volvo). Currently, over 85%  (around 20-25% by banks and the balance 55-

60% by Non Banking Finance Companies) of the domestic purchases are financed while the balance are 

cash purchases by the Government, PSUs or cash rich private construction companies. 
 

Table 1 captures the performance of a sample of major Indian MCE players during the four-year period 

from 2005-06 to 2008-09.  
 

Table 1: Key Financial Indicators of the ICRA Sample of MCE Companies (Aggregate) 

Parameters Unit 2005-06 2006-07 2007-08 2008-09 

Operating Income Rs. Billion 50.6 67.3 89.6 87.4 
Operating Profit Margin % 13.1% 13.7% 15.5% 12.2% 
Net Profit Margin  % 7.4% 8.3% 9.5% 5.6% 
Total Debt Rs billion 4.2 3.1 7.4 18.2 
Total Net Worth Rs billion 25.6 29.8 41.9 54.8 
RoCE  % 58.9% 43.4% 46.2% 20.1% 
NCA/Total Debt % 84% 160% 96% 24% 
TD/(TNW + Minority Interest) Times 0.29 0.16 0.24 0.52 
OPBDITA / Interest and Finance Charges  Times 13.8 21.3 19.0 7.7 
TD/OPBDITA Times 0.6 0.3 0.5 1.7 

Note: RoCE: Return on Capital Employed; NCA: Net Cash Accruals; TD: Total Debt; TNW: Tangible Net 

Worth; OPBDITA: Operating Profit before Depreciation, Interest, Tax and Amortisation 

Source: Annual Reports of Companies - ECEL, BEML, Telcon, L&TK,  ACE, TIL Limited, Schwing (CY05-08), 

Metso Minerals (CY05-08) 



ICRA Rating Feature                                                                      Indian Mining and Construction equipment Industry 

ICRA Rating Services                                                                                                                                                       Page 8 
 

Chart 1: Quarterly trends in the performance of the ICRA Sample of MCE Companies (Aggregate) 

 
The financial performance of 
the industry has moved in 
tandem with volumes. 
Although volumes during the 
first nine months of 2009-10 
continued to be weak as 
compared to the previous 
year, there was a sequential 
improvement quarter on 
quarter, supporting higher 
profits. 
 
 
 

Source: Companies - ECEL, BEML, Telcon, ACE, TIL Limited 

 

Chart 2: IIP index-Growth trends 
 

  

Source: Government of India, Ministry of Statistics and Programme Implementation  
 

Table 2: ICRA Rated Entities in the Indian MCE Industry 

 Rating Total debt rated 

Rated Entity Issuer rating Long Term Short Term (In Rs. Billion) 

BEML Limited Ir AA+ LAA+ A1+ 12.0 

Telcon Limited - LAA-/Stable A1+ 9.0 

L&T Komatsu Limited - - A1+ 0.5 

Escorts Construction Equipment Limited - LBBB-/Stable A3 0.9 

Schwing Stetter India Private Limited - LAA- A1+ 2.3 

Metso Minerals (India) Private Limited - LAA/Negative A1+ 4.0 

Sanghvi Movers Limited (Crane rental)          - LA+ A1 6.9 

Alpha Services          - LBBB- A3 0.3 

Note: As on 6th May 2010 
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