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	1. Indian EMS Industry:
The  next Big Theme to bet on!
 


	2. How big is  the Opportunity?
India's total addressable EMS (Electronic manufacturing services) market was valued at USD 36
billion in FY21 and is expected to grow at a CAGR of 30.3% to USD 135 billion in FY26.
However, the contribution of Indian EMS companies is approximately 40%, valued at USD 14
Billion in FY21 and expected to grow at a 41.1% CAGR to USD 81 Billion by FY26.
The primary input costs for manufacturing are labour and energy.
The cost of labour in India is roughly one-third that of China.
Furthermore, domestic appliance/electronics under-penetration is a structural demand tailwind.
E.g.:- Dixon's revenue increased 34% between FY17 and FY22, owing to India's evolving EMS
(contract manufacturing) opportunity.
 


	3. Source: Elin Electronics  DRHP
 



	5. Key Growth Drivers  for Electronics
Rising urbanization and disposable income
The growing prominence of the e-tail industry ushers a multitude of options and convenience in
shopping
Rapid technological advancements leading to newer product introductions at various price
offerings
Influence of smart electronics and the changing lifestyle preferences
Favourable policies and Regulatory framework by the Government of India
 


	6. External Triggers that  led a positive impact
on the Indian EMS industry
Rising labour cost in China: The aspiration level of Chinese workers has increased, and they
are focusing on high-tech jobs, leaving gaps in the low end of the manufacturing value
chain.
Threat to the EMS industry in China: OEMs' need to diversify their supply chain to reduce
risk has fuelled the expansion of the EMS industry in countries like India, Vietnam, and
Mexico. Mobile phones from brands such as Apple, Xiaomi, Vivo, Oppo, etc., which were
earlier imported from China, are now manufactured in India.
Covid-19 driven disruption in the supply chain: OEMs based out of India are planning to
develop a local supply chain to follow the ‘China + 1’ strategy and become ‘Atmanirbhar
(Self Reliant).’
 


	7. How is the  government promoting the
electronics industry for domestic production?
Incentives such as PLI (Production-linked incentive) schemes;
Dedicated sector-focused programs—the Phased Manufacturing Program (PMP)
to promote manufacturing and develop world-class infrastructure through the
Modified Electronics Manufacturing Clusters (EMC 2.0) Scheme and Scheme for
Promotion of manufacturing of Electronic Components and Semiconductors.
Tariffs— The third initiative is through protectionist policies in the form of higher
tariffs on imported goods.
 


	8. OEM: Original
Equipment
Manufacturer
Advantages: Low-value  addition, high asset turnover,
and low CAPEX, but the low working capital cycle is
the key characteristic of the OEM model.
Hence, while margins are low, ROCE tends to be higher
due to low CAPEX and WC.
Risks: Low value add and high profitability drives
increased competition and risk of new entrants.
Key to success: The OEM model requires constant
new product addition and widening the customer
base as mature EMS players start to see volatility in
revenue depending on the program's phases by the
brands.
Advantages: Relatively higher value addition. Relatively
lower asset turnover, higher margins, and higher CAPEX.
Long-term sustainable model.
Risks: Relatively lower ROCE compared to OEMs
despite the higher margins; risk of raw material price
variation.
Key to success: Vertical integration and creation of a
full ecosystem to drive product differentiation and
innovation, allowing higher profitability.
ODM: Original
Design
Manufacturer
 


	9. Key Risks
Government delays  in incentive
payments
Margin volatility at the time of
commodity price spike in a low-
margin business.
This suggests that price pass-through
to customers operates with a lag and
can potentially surprise negatively.
Scale up
Backward integration to become an ODM
Balance the portfolio over time.
The ideal model is for an OEM to:-
ODMs can have good cost control, design
expertise, and scale.
Eventually, if they get into branded sales, an
additional leg of margin gets captured.
Ideal Model
to Succeed
 


	10. Evaluation
Parameters
1
2
3
5
Product Portfolio and  adding new categories
Market Size or TAM
Plant and Capacity
6 Tapping Export Opportunity
4 Competitors
7
Market Share
8
ROCE, Margins, Capex, Growth Rate and other Financials
Management Execution
9 Corporate Governance and Valuation
 








	17. THANK YOU
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