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Can Suzuki Leverage Dommance In india Yo Crack U.S,,
China Markets?

TOKYO {Nikkei)—~Suzuki Motor Corp.'s (7269) indian operations are highly vatued by stock
 investors, who widely regard the automeker. a,sﬁhe sale w:nner m the cmmtsy‘s car market asit -
" is'No. 1 in both market share and profit: " 7. : :

. The company's earnings growth in India is being underpinned not only By.increagad. saies
- *yolumne but also a recent string of new modal re!eases that- sxgnal an apparant stuft in markeung
' -gtrategy to vehicles in thé medium and higher pnee ranges ‘

.For the.year ended March 31, Suzuki's Indian sales grew 12% frorn the previous year, and its
- 'shateé of the local passenger car market, excluding multipurpose veticles fopped 50%, far
‘above the 14% held by India's Iargest automaker Tata Motors 180 an&ihé 18% controlied by
Hyundai Motor Co.
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‘Refated Story: Overall car sates in lndia are projects d o reach. just over 2 million

R Suzuiki. Motor Injecting
Y400bn Into Ingian Ops

1 million* vehacles 'ﬂae ca?maker s expec d,to rematﬁ the: ma('ke{

teader in India with ifs share running above: 50% fo _fareseeab.e future as its’ strategy of
boosting higher-priced models is likety to help 'the ﬁrm retam ?*.s i‘ead i

As recently as May 2005, there was a "Suzuki shock” when the company's revelationofa1
trilion yen capital .;pendmg plan over the next ﬁveyears taok mvesto?é bg) surpﬂsae sending 1ts
stock steeply lower.

Quer the past three years, the company has funnejed 200 billion yen a ysar into plant and
' -equlpment annually as planned, but it Has also chalked 4P hew ‘recorg droup’ profits by
absarbmg depreciation costs. Suzuki's. busmess resuits have been s!t‘ohg enaugh to quell the
: concerns held by market players three’ years ago .

- Still, Suzuki's-earnings strength is not rock-solid, partly because the campany is still unable to
_ yield as much.profit as it would like int North Armérica and Chma two magor autombﬂe markets,
-and'also because its operations in Japaneaeare s‘tagnant o

- For fiscal 2007, Suzuki sold 117,000 vehicles in North Americs, on#y 4% more tnau the prevnous
yesir, with its share of the market running. beiow 1%

- . The carmaker is also facing an uphill battle. m;Chma, where it marxa!s the SX4 and the Swift.
- - Foffiscat 2007, its Chinese sales are thokight fo:trave failen’ shoﬂ'bﬁhe intially ‘oo
“480:000 units, with its local plant capamty umtzatlcn ratxo estnmated a’c‘ Hind: 50% :

Underlying Suzuki's difficuity in the American and Chinese markeis are differences in the types
of vehicles sought by consumers. Taking center: stage inthe.u.s, nmrke{ta(e jarge veticles, and’
bigger models also enjoy strong demand in Chma; egpecially’ from weaithjer consumers, r

- Suzuki's market strategy in India - building its brand: stiength among; ‘consymers first by semng
small cars and then capitalizing on its stronger name to salt lafger rRedeis - does hot work in
either of the two other markets.

In fiscal 2007, Suzuki ended up as runner-up in sales of minivehicies in Japarn for the second
straight year, suffering 2 3% sales drop. Meanwhde Daibatsu Motor €o:{7262), fiow the
domestic market lgader for minivehicles, ss ori a'sales drive througn a ne-ab with F’up Heavy
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Industries Ltd. (7270} in aeveloping and producing minivenicles. indusiry walchers pradict that /'/
. Daihatsu could further widen the current gap of 26,000 units it holds over Suzuki during the )
current year.

In the domestic market, "Suzuki has yet to take any potantially sffective step that could help
boost its earnings,” said Koji Endo, an analyst at Credit Suisse Secunties (Japan; Lid.

The key to Suzuki achieving sustainable growtit appears to hinge on whether the company can
use the profits it eams in India to heighten its comipétitiveness in othier:markets,

- - Transiated from an article by Nikkei staff writer Hiroto Tanaka

_ (The Nikkei Veritas Aprit 20 edition)

Copyright 2008 Nikksl A2, Altrights reseeved. . * "~
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- Suzuki Motor Injectmg Y400bn: into.Indian Gps

NEW DELH} (Nikkei)-Suzuki Motor Corp. (7268) recantly decided to invest 400 bition yen in
. Indiato speed up its indian business expansion, A quarter of a century afier taking the
: ipmneenng step into the indian automobile majket, where it currenﬂy contiois 50% of the -
passenger car segment, the Japanese. autymakeris funnelmg thore of managsemem ,
réesources into the fast-growing indian market as'ifty et it fortunes o?r the: Indiaribusiness.

U Whaen its indian unit, now named Maruti Suzukiingia Lid . opened for business i the early

DT L 1980s, its product lineup comprised mainly of “o%dmodels" which haa: beén'soid mingustrialized

R ~ countries for some time. With little competition from ather automakers fri Indté ‘offerings such as.
the 0.8-liter Maruti 800 sold weil without having to be’ remodenad :

© A turning point came for Suzuki's indian business in May 2005.when it launched the Swift
sub¢ompact in line with its new policy ‘of producmg and se!hng the newest: model i india at the
same time as it does for more industriaiized rarkéts, The company opted: for the policy change.
in fesponse to tndian consumers wanting state~of-the—art modeis and e to riging. comgpetition -
from rival automakers.

Refated Story: The new marketing stance socn paid off as local sales of the new
hate Y Swift ran to 61,200 unils in its first year, se*ang arecord in the sales,

- Can Suzuki Leverage -  of 3 new car mode) tn mdla
Dom nance in Ipdaa To

in May 2007, Suzuki released in India the SX4 sedan as its second ,
strategic vehicle for the World market, fo&lawmgnhe Swift. The launch
of the SX4 became anomer mdestone for Suz, i's Indian busuness
because it marked its full-fledged roray mto the sedan segmeﬂt of' the au.b ;‘marke‘

-Currently forming the bulk of India's cac market are halchbacks with ghgine displacements of up
. t6.1.3 liters, where Suzuki grabs a dommant 60%: shafe mainty dug t@the papulamy of #ts Swift
vehicles.

- Other automakers from Japan and Western nattons that entered the {ndian market later than
' Suzuks had focused on sedan models mtended mamly for haghemneome mnsumets in lndta in
partto.steer clear of & head-on coflision Wlth Suzuk: in ‘the *hatchbac.k seater

1

.: " Thedaunch of SX4 sedan signaled Suzuki's challenging of the market picture by making a foray
“Jirita:thie turkof rival automakers. Taking another step' funther m Iata March*this year Murti Suzukt

" faunghed the Swift Dzire, a sedan version of the: ‘&w )

- Sales of the Swift Dzire have had a strong start, as.orders recejved in. e | first 10 days topped

40,000 units, with purchasers having:to wait ’chree to four; months for 'deiwery

For the year through March 31, Indian sales surpassed those in Japan for the first time with
711,824 vehicles, up 40% from fiscal 2005 during wmch the reew Swm was put'on the market

Murti Suzuki accounted for about 30% of $uzuki's group saies in wc:.ld markets in volume and
50% of consolidated pretax profit for.the Apri 'ﬂecqmber 2007 ,penud: 'nstmatvng thatthe: indiarn .
unit, once dubbed "the good son" of the Suzuk: famdy, has gmwn mﬁa ﬁmﬁm s mamstay
busmess
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18 months earier than initially planned. The firm wilt also put moniay into its diesal engine factory

possibly by Octobsr this year. This will raise overall production capacwy in india 0 1 roillion units Q/
on the same site. %

Of the remaining 260 billion yen, half will be spant on impraving and enigrging its iccal marketing
and logistics bases, and the other half will go into research and development.

Suzuki will double the number of local dealerships to 1,000 by 2070, a figure that may outstrip
the comparable number in Japan. it plans {o build- lérge-scale shawrooms tha‘t <an at any one

. time dispiay dozens of vehicles, inciuding identical models in different colors m fcur ‘major cities,

such as New Dathi and Mumbai.

The company will also establish in each region of the country "delivery, t.enters 0 sarry new
vehicles to dealers, and “parts centers” to suppiy carparts $o.as ip Substantrany shorten the time

required for such logistics.

On the R&D front, Suzuki aims to have the Indian arm work more lo develop new vehicles that
. cater to the needs of local consumers and as weil serve as.a car deve!apment base fOr Mlddle

Eastern and African nations.

- —Translated from an article by Nikkei staff writer Hireshi Kotani

.. {The Nikkei Veritas April 20 edition) -

Copyright 2008 Nikkef g Al dghts resenied. . /(" . T

2008/04/22




