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thatis suitablefor growing country’

The last two years have been one of the toughest for the engineering and capital goods industry in India. Pune-based Thermax too took a
beating, as orders dried-up. M S UNNIKRISHNAN, MD & CEO, Thermax in\an interview with Shivani Shinde Nadhe, spoke about the firm's de~
risking strategy, domestic markets and running a tight ship. Edited excerpts

Thermax has been looking to
bag international orders. Has
itbeen asuccessful strategy?
We are segmenting our busi-
ness profile for internationali-
sation. When we started we
called it selective internation-
alisation. We look at expansion
into markets in two ways—one
is exports from India and the
other is our direct presence in
other local markets. I am very
happy to say that we have
crossed 1,000 crore of exports
revenue from India for FY14.
Going forward we would like
to double our exports from
India in a five year period.

Now we are creating a real
globalization plan. As we have
grown we have realised
dependence one single geo-
polity makes the company
risky. We have to have higher
dependence on other markets.
Market share of majority of our
products in India is upwatds
of 25 per cent. Any further mar-
ket share gain would impact
profitability. This will mean we
are taking on those markets
which do not want to pay pre-
mium, or may not be our core
customers.

Are youlooking at
technological innovation, to
gointernational?

We have to choose the market
based on three aspects--readi-
ness of product, delivery capa-
bility and automation level.
Based on this we prefer South
East Asia, Middle East, Africa
and South America. At present
these markets are big contrib-
utors. We also look at the

matured markets like the US,
which are driven by technolo-
gy requiring high level of
automation. Within our
research and devel-
opment centre we

nity for a small period of time.
We have everything, natural
resources, capital to invest
from within and from outside,
you have a domestic
consumption mar-

are working on this. ket, sufficient man-
We are also open for power ready to be
acquisition for inter- skilled and a demo-
national expansion. cratic political
Acquisition will pri-  MS UNNIKRISHNAN framework. But
marily be in the wpaceo, Thermax ~ What weare missing

developed markets.

Do you see the domestic
marketimproving anytime
soon?
We need at least three years to
get back to the growth rate that
we saw before. I would believe
if election gets over in Q1 of
FY15, you will see some trac-
tion picking up after Q3. But
real growth will be year after
that, FY16 and FY17.

Iwould say it’s a pity we are
losing an  opportunity.
Thankfully, it is a lost opportu-

is a governance
structure that is suitable for a
growing country.

Capital goods industry
needs large ticket size of invest-
ment like ports and roads. It
depends on the governance of
the country and policies are
¢rucial. Second is the non-reg-
ulated sector which does not
need policy direction but gets
impacted by sentiments. This
side of business will grow. But
these are not large invest-
ments, and constitutes about
30-40 per cent of the country’s

investment cycle. This will
ensure moderate growth.

Thermax bagged healthy
orders in Q3, and also managed
to improve working capital. Do
you think this can continue?

We are happy to have
improved the order book. It has
improved substantially from
the way we opened this year.
We have been passing through
avery tough market for the last
two years, it’s not a recent phe-
nomenon. It’s a buyers’ mar-
ket today, difficult te make
margins. We can try to main-
tain it, improving is difficult.
We have been facing this for
long...since then we have been
tightening our belts.
Companies in the capital goods
industry don’t know what lux-
ury is anymore.

We have not taken man-
power out because we are look-
ing forward towards growth.
Rather we have taken this time
as opportunity to train employ-
ees.

How do you see the road
ahead for Thermax?

We will continue to pick orders
from India and abroad. Since
we.are a sizeable player in India
the domestic developments
impact us more, but in the
global markets we are still
small and working on gaining
market space. Once we open
the global market we should
come back to a double digit
growth rate. This may not hap-
pen for next year, but we do
expect that on a CAGR basis
the growth to be in double dig-
its for three years.



