‘Will grow Camso brand
in other OHT segments’

RPG Group company Ceat has entered into an agreement with Michelin to acquire
the Camso brand's ofi-highway construction equipment bias tyres and tracks
business in an all-cash deal valued at $225 million (£1,900 crore). In a conversation
with Sohini Das, Ceat Managing Director and Chief Executive Officer ARNAB BANERJEE
elaborated on the company's expansion plans. Edited excerpts:

How does thisacquisitionaid your
international expansion plans?
Currently, around 20 per centof
revenues come from international
markets;and we were looking to
increaseitto 25 percentintwo-three
years. Thisisamargin-accretive
businessacross segments —
agriculture, radial, passenger, truck,
andbustyres, etc. With this
acquisition, the20 percentshareis
likelytogoupto26 per
centon Dayl(whenthe
transactioncompletes).
Weexpectittobe
completed by May orso.
Thisalsohelpsusto
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tyres (OHT)segment and how is
itgrowing?

The OHT segmentis very big,
comprising agriculture, construction,
mining, and otherindustries.Globally,
itis a $28-30 billion market. Ofthis, the
compact construction business
market isaround $2billion, splitinto
tyres and rubber tracks. The compact
constructionmarketisgrowingata
modestrateof 3 per cent, alow growth
segment.Inthissegment,
the premium market
accounts for25-26 per
cent, and Camso operates
withinthis premium
space. Therubbertracks

competewith other
international playersand
gain experience and
knowledge. TheUS and EU arethe
mostimportant markets for Michelin.
Unless you playinthe international
market, youwon't beahead ofthe
trend inIndia as well.

How big is the global off-highway-
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segment isanother 50 per
centofthemarketand is
growing at7 percent.
Around45 percentoftherubber
tracks market is premium, where
Camso holdsthe second position
globally (behind Bridgestone).

What arethe plans togrow the Camso
brandinto other relevani segmenis?

We arenow acquiringtwoplantsfor
the construction equipmentsegment.
Afterthe three-year licensingperiod,
Michelinwill assign the entire Camso
brand tous. We can then have accessto
segments suchaspowersports,
material handling, and agricultural
harvesting.

Michelin will migrate to some other
(for thesesegments)and Camso will be
with us. We will develop these
productsand investin creating
manufacturing capacities. Now, we
are making agriculturetyresin
Ambernath plant. We canuse Camso
asapremiumbrandin thissegment.
We candevelop tracks inagriculiure
segment, whichisa $1billion market,

with close to 80 per cent being
premium. Camsohasa45percent
sharehereandis No.l,

The brand will be available tousto
play in the premiumssgment across
otherOHT categoriesafter three years.
Tharisthe growth potenrial. Thisisar
least double-digit margin business. It
istooearlyto say where we will invest
intermsofcapacity creationtoexpand
this brand in thefuture. First, wehave
toutilise theSri Lanka plant weare
acquiring, and we now have 30-35per
cent headroom interms of capacity
(based on2023 calendar year
utilisation). We would like tofirst ramp
upthatcapacityandgrowinan
accelerated way from there, We will
then lookat the investment in fresh
capacity location.

How are you planning to fund this
acquisition?

Itwillbe funded with a70:30 mix of
debtand internal accruals, and we will
be well within our board-approved
guidelinesof debt, equityanddebt
Ebitdaratio withoutimpacting our
organic growth capital expenditure
(capex) requirements.

We have regular capex, weare
growingindouble digits, so there are
somecapital needs. Ourregularcapex
guidance for this yearis around
T1,000crore. Weare conservative in
ouroutlookand so wewill manage our
capex needs. We will havebite-size
capex sothat wehave headroom for
thesekind of opportunities
{acquisitions). We aregoing to pare
downrthedebt overthe next
two-three years.



