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Genesis of the Study

A Theoverall slowdown of the Indian economy in recent months prompted MA
to undertake a National study to understartide impact on the rural economy.

Study Objectives

A Tounderstand and assess the impact of the economic slowdown on ru
and small town economy:
A Totrack changes in:
A Incomes and Employment
A Consumption and Savings
A Major sectorg FMCG, Durables, Telecom, Automobiles,
Agriculture and Agri inputs and other supporting sectors




Research Methodology



Research Design

A Exploratory research

A Qualitative & Quantitative
A Reference period %
A 2011 vs.2010 T

[ rianeraces

A Geography:. ¥
A States-UP, Maharashtra, AP, WB _
A 24 villages , 12 small towns across@" s

4 regions
A Respondent Segments

Respondent  Respondents Selection 5
Segment Criteria §
Consumers Chiefwage earners 2555 age (?“‘
(farm & non farm)  group, All ”f?f:?%n 9 .
SECs .
Trades Retailers/Dealers Major players 050
Service Mason,labourers, Major players b
s Providers teachers, transporter ’
A
MART




All India ResearcBample

 Research tools IDIs, FGDs

£ Sample Size:
60 IDIs ( trade/ service providers)
12 Focus groups (consumers)

Qualitative

£ Research tools Structured
guestionnaires

£ Sample Size
405 Consumer interviews

Quantitative
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Rural Macro Economic Scenario




Indian%A T 1 T thel$i®ry so far

GDPGrowth zCY 11 over CY10

A Indian economy is witnessing

slowdown in Q3 and Q4 CY11 g/[)‘)'t QL ' Q2 Q3 o4

A Manufacturing worst affected 2010 94 93 89 83

2011 7.8 7.7 6.9 6.1

GDPGrowth zYOY Sectoral growth rate FY 12 over FY11

(Unit- %) FY11 FY12

Q1 Q2 Q3 Q1 Q2 Q3
Agriculture 3.1 4.9 11.0 3.9 3.2 2.7
Manufacturing 9.1 6.1 7.8 7.2 2.7 (6.4\)
Services 12.7 10.8 9.8 12.7 9.8 9.2

-M

MART] Source : CSO, at constant prices (2004-05)




2 00A1  -AAGpEALO 8

Rural Share(%)

Rural(villages)+small towns(< 1 million pop)

A 1 billionconsumers HUL R 55

A USD1 trillion market( at current prices
Dabur [N 50
A sem 1 £ indoeE AB O GCPL N 45
A 64%spending ]
A 33% savings Hero Motocorp [N 45

LG I 45

Largest consumption market Maruti — 28

for FMCG and durables ! ' ' ' . . .

-M

MART

Source : MART Knowledge centre



Government Spending in Rural

Pro Rural Reforms Through Higher government

Spending

Huge spending in Rural BudgetAllocation ~ FY1l1 FY12  YoYGr
- NREGAand Bharat Nirman (Rs.bn) (%)
accounts for37% of total rural BharatNirman 480 580 20
spending

MGNREGS 401 400 0

Housing (IAY) 100 100 0
Impressive growth in health and Education(SSA) 150 210 40
education spending Health (NRHM) 154 178 16

TotalRural Outlay 5565 2661 17

CreditSupport

3750 4750 27
(farmer)

-M

Source : Union Budget 2011, Budget estimates







Income% @D AT AEOOOA 001 &

Rural Income/ Expenditure (Per capita per annum)

Annual HH Income grew

25000 - from 75k to 88k
20000 -
)
o
15000 -
10000 - Growth in income
exceeds rise in spending
5000 -
0 |
Income Expenditure Disposable
Income
m Year 2010 m Year 2011 High growth in

disposable income

-M

MART] Source: MART-Edelweiss survey 2010, NCAER-IRDA Survey 2011, MKC estimates




Increase in Spending?011over2010(% HHs)

Education — 82

EMCG 1 81 Essentials
Healthcare _ 80
Transport _ 74
Media & Entertainment I 20000 .
Communication __ 47
Durables i 44 Discretionary |
Ceremonies & Leisure Travel_— 33
0 20 40 60 80 100

Base 405

SAOOEAAO 1T EEA AAOCAAOQEIT I
awareness and affordability

Low increase in discretionary spending than essentials(FM@ABsport)

MART]  Source: Primary Research(MKC)



Agri & allied Sector



Farm SectorIncreasing Production

Production (unit) FY 10 FY11 FY12E

Total Food grain A Highest ever food
Milk Production (mt) 117 121.5 126.4 production
BilesL . 86 88 A Milk production
Rice 89 95 102 rising

Sugarcane 19 24 26

Strong MSP boosts Farm Income
Rs./ quintal FY11 FY12 YoY Gr - : _
(%) Significant increase In
-30 8 EI DPOI

Paddy 1000 1110 11 income

Sugarcane 139 145 4

Wheat 1120 1285 15

-M

[IMART] Source: Ministry of Agriculture, CACP




Increasing MechanizationTractor Sales

Growth in Tractor Sales

Factors driving mechanization:
A Labor scarcity

OPddSales YoY Gr(%)

I

A Increasing labor rates
A Strong replacement demand FY10 a4l .
FY1l 545 24 — @
FY12e 605 11 _
Growth in Tractor Sales
_ _ Period Q1 Q2 Q3
Steady growth in tractor population
inspite of decline in farm profitability FY11 128 113 145
FY12 147 150 165
Growth(%) 15 33 14

-M

[MART Source: CMIE




Agri & allied-Trade Speak

Ol AlKa® hone se tractoki demandbadhihaid
-Tractor dealer, Maharashtra

fbAP ka daam achanakbadhnesemaangmeinkamiaayi hai, bahut kisaanaaj kal

DAPKki jagehureadaal rahe haid
-Input Dealer, U.P

Qdaam badhne ke bavjoot logon ne DAPkharidna kam nahi kiya haio
- Input Dealer, Maharashtra




&AOI AO6O )1 OEGCEO

A Increase in costf productionleading to
decrease in farm profitability
i Fertilizers(subsidy reduction)

I Increase in Labor rates(more opportunity in non Farm Income
farm)

Farm
Profitability

Agri input cost

Labor charge Base Farmer household(151)

-M

[MART Source: Fauji Fertilizer Bin Quasim Ltd.(FFBL), MKC Primary Research,2012




Farmers Speak

Gagat badhnese, munaafe mein bahut kami aayi haié
- Paddy FarmerWB

O O O AkAliink &3j kal to kheti karneki to sochbhi nahi sakte,
labor ke bahut nakhre haio
-PaddyFarmer, AP

Gapni zameenhote huye bhi majboorimein mazdoorikarni padti haié
-Sugarcane FarmerUP




Major Sectors In Rural






FMCG Rural Scenario

% 2010 over 2011
Odi I OAO Ox4
vellrme S o Rural FMCG growth outpacing urban
Rural -2 (10} both in volume and value
Urban 2 4
Value Growth
Rural 1 (:’1-23:
Urban 4 ~7_’
Rural Volume
(Jan to Oct,11) (% growth)
Huge volume growth in low Milk food drinks 44
penetration products Any Shaving preparations 40
Bottled Soft drinks 31
Toilet/Bathroom Cleaners 24

-M

Source: IMRB Study




FMCG Industry Speak

Adn the overall environment, we don't look at numbers on a quabgiquarter basis. Our
strategy does not change by quarters. The numbers may keep shifting ...But if we look
the full yearthe rural growth story is intactd

HarishManwani, Chairman, HUL

O am hearing the prediction(of rural growth slowing), but | do not buy that. When it
comes to daily utilities like toilet soaps and other household itecagmisumption remains
Ol AEEAAOAAB8DS
A Mahendran, MD, Godrej Consumer Products

O 8am hopeful thatrural demand is growing ahead of urban Indigoing forward. All
the indicators are there in terms of goagyrii OOPOOh EEQEAO 6
-SunilDuggal CEODabur, India

O 4 EMCG segment in particular hasgistered good growth in rural areasand in
some segments it has been even better than in the urbeeas”

Adi Godrej, chairman, Godré&roup




FMCG Trade Insight

A)YT AOAAOAA EIT OAw@ibrAnded preducts@@i A
neV\S categorieqbournvita, yippee noodles, zigzag toothbrush
etc.

AT AOAAOA ET 101 AAO T Agr@iadg DO
consumption, no drop in footfalls

A Basket of shopping remainsintacEl OBEOA 1T A£- O]
30% increase Iin spending

A Mass media exposura@riving demand fobranded consumption

(thaaneki cheezorke daam badhneparbhilogon neistemaalmein katauti
nahiki haio
- Village Retailer, UP

@aunmein aajkal bournivitajaisicheezebik rahi haio

- Retailer, Maharashtra
M
MART|] Source: MKC Primary Research,2012




FMCG Consumer Insight

Heavy Increase

o \ e Despite increase in

Mild Increase —— : h .
— — prices, the consumption
— on —
No Change . ' ' ' has not decreased both
Washing Tea Biscuits Shampoo Tooth Paste

for food and personal
care products

Mild Decrease | powder/cakes

Heavy Decrease

—+—Change in price-=-Change in consumption quantity

Base 247 294 250 227 302

A No downgrading of brandsdespite increase in prices of items except
packaged tea and health food drinks.

A Purchase of new categories and up gradation from loose to packaged
even in small villages(<2k pop)

A Increase in consumption of economy packsn food categories(Tea and

edible oil)
Triggers for packaged consumption :

- Health & hygiene
- Social status

-M

MART Source: MKC Primary Research,2012



FMCG Consumer Speak

MART

Qlaam badhnepar bhi zaroori cheezeto istemaal karni hi haid
- Farmer, UP

(abto chaitak ke daam meinbadotri ho gayi hai, par chaipeenato
nahi bandkar sakteo
- labor, Maharashtra

e A

E A Aum®efapne bete ko sheharmein padne bheja hai, tab se
hamare bhi rehan sehanmein bahut badlav aayahaio
- Teacher, WB

Qv pe ad dekh ke bachenayi nayi cheezenkharidne ki zidd karte
hai aur hume kharidni padhti haid
- Trader, AP




tomobiles



Automobilesz Rural Scenario

Steady growth in 2 wheelers
i XYM ET ZEEO0O0(
298 XY 008 JaluleSmtligefislcRylellelgeYelc

Growth (%) (Urban +Rural)

Unit (%) &906X @956 Xgl 02 03 ts.ales coming from rural /small
owns
oo 259 229 175 154 92
Cycles
Scooters 27.4 41.8 13.3 29.0 21.6 _
Demand for 4 wheelers on rise
Mopeds 30.9 23.5 21.0 7.0 2.6 = 200A1 8 - A
0] 0]
TOTAL = 56 0 259 170 173 11 2Lt (e Dlets da) el 4B
Domestic In Jan,12

Better road networks leading to increasing ownership of personal transport and frequent

access to towns

-M

MART Source: SIAM, ICRA estimates



Automobliles Industry Speak

@ AOT - 1 Qrbfituinpg®B9600 strong rurald A 1 A Truka8
share at 45%
Livemint

CAt Maruti, the contribution ofural sales has gone ufrom 22% in
WoXd O wam OEEO UAA

-MayankPareek, managing executiyaruti Suzuki




Automobiles Market Insights

A Rural Demand intact

A Majorly occasion drivensalesmarriage,festivals)
A No decline in investment and stock in shops

vasic modeki sale meinkoi kaminahi aayi hai®
- Sub Dealer, Hero Motor Corp, UP

(bhale hi petrol ke daam badh gaye hai, par bikepe jaane se timeKki

bahut bachat hoti haio
- Consumer, West Bengal
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Durables



Durablesz Rural Scenario

Durable sales in lakhs(Rural +Small towns) (JanNov)

a €
64

35 m 2011

36@ 5010 Decline in sales:
" - Rise in prices

28

> €

-CRT models
0 10 20 30 40 50 60 70

Television

Refrigertor

Washing Machine :
ng Machi withdrawn (few

players)

OverallTV sales hadeclined:
PTV alone has shown 48% growth in rural - Postponementof purchases du& low
008 T¢m ET OOAAT 8 Ofér® profility COAAAOQET 1

[MART Source: GfK Retail Audit



Durables Industry Speak

O, Ay@afer of 2011 has not been very fruitful for the consumer
durablesE I A O O O O tf 8urables EvardHiked almost3d times
last year because of increase in raw material prites
- Anirudh Dhoot, DirectorVideocon& PresidentCEAMA




Durables Trade Insight

ASAAOAAOA EIT OAI A 1T &£ OA A
lack of attractive offers this season
A No decline in stocking in most cases

A Brand Up gradatior8 D OAZEAOAT AA Al
local

O i ablog shaadivyaah mein kharidte hai, 10%apne ghar ke liye lete haié
-Town Retailer- UP

O# O O Osothth i ki yeh roz lene ki cheezto hai nahi, isliye lena hai to
badiyawaalahil T 0
-Town Retailer WB

MART



Durables Consumer Insights

More than44%

ltems Postponed(% HHS) households
100 - postponed purchase
gg I of durables
70 | @
60 -, @
50 /44N ®
0 ipy
30 4 1 I 20
20 -\ ,I' 17 10 6
-~ n
0 T T T T
Durables Housing & Automobile  Travel Apparels
Base 405 A L
Utilities (Pilgrimage)

dv, fridge to humshaadivyaahmein hi len-denke waqt kharidte haio
- Consumer, Maharashtra

i

031 O1 A A A BaHidopday ka AEs® TV hamari pasand Iis

- Consumer, UP

|

Source: MKC Primary Research,2012




