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A tale of two sectors

Major challenges facing the industry

Slow economic recovery
Increased regulation
Pressures on capacity to meet aviation boom

Decline in military spend of developed markets
These macro shifts will drive...

New efficiencies

Enhanced controls

Increased regional competiveness

Defense

© 2012 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has any
authority to obligate or bind KPMG International or any other member firm third parties, nor does KPMG International have any such authority to obligate or bind any member firm. All rights reserved.



7%

Contribution to total GDP
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Average rate of growth
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India’s appeal

MSMEs pivotal to
India’s growth

7.4%
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40%

Share of total exports
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And moving up the
value chain

Countries where respondents expect to increase sourcing the most in the next 2 years*

34 %
25% 25%

China India us Germany UK Brazil Canada

v *n=241

....Of those planning to source from India, here’s what they are expecting to do:

Research & Product Production of goods Production of goods
Development development/design involving significant IP Involving little IP
. 77%
67% 60%
H2010n=50
¥ 2011 n=66
m2012n=60

Source for both charts: Economist Intelligence Unit Survey, 2012



India’s aerospace and

defence opportunity

Market opportunity in Civil aviation (2012-20)

. 15%ckee

Helicopters

T 1 3°/OCAGR

Business Jets

- 1 OO/OCAGR

Commercial Aircraft Third largest A&D market in the world by 2020

USD80bn | USD30bn 1,000 11% Offset policy
Expenditure on new Development of airport Aircrafts will require CAGR growth of Defense H =
aircrafts up to 2020 infrastructure MRO servicing budget expected until 2020 INncentiVe for vsue sector




MSMEs: what it takes

to compete

Global A&D Needs Prerequisite to Compete

Drive sustainable Maintain cost
Cost Control growth whilst maintaining competitiveness in product
profitability and process capability
. Advanced engineering and Increase engineering and
Skilled Labour manufacturing excellence manufacturing capabilities
. Demand for compliance Invest in robust quality
Quality Assurance on safety and control systems
Increased regulatory Full transparency
Transparency compliance and traceability
Collaborative Dynamic product and Alignment with government,

Innovation process innovation industry and academia
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