Continental to buy Modi Tyres
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Chennai, Apr 18: After global tyre majors
suchasBridgestone, Michelin, itistimenow
forthe German-based, fourth largestandeu-
ro26billion Continentaltomakeitspresence
felt in the growing Indian tyre industry. On
Monday, Continental has signed an agree-
ment with Modi Rubber (MRL) to acquire
100% shareholding of the latter’s wholly-
owned subsidiary — Modi Tyres Company
(MTCL), for an undisclosed sum. The com-
pletion of thetransaction willdepend on the
fulfillment of several conditions. Continen-
tal has been the technical collaborator of
Modi group over the years. In 2009, Conti-
nental’s commercial vehicle tyres division
revived the collaboration with MRL that be-
gan in 1974 with a cooperation agreement,
the German tyre major said. Modi Tyres, a
privately-held company, makes tyres for
Continental and the same being sold under
thelatter’sbrand name in India.

After completion of the transaction,
MTCL will become a fully-owned sub-
sidiary of Continental Corporation. The
company will focus on local production

and distribution of bias and radial
truck/bustyresaswellasradial passenger
car tyresfor the Indian market. This devel-
opment underlines Continental's commit-
menttotheIndianmarketandispartof the
company's strategy to invest in growing
markets in Asia for its core businesses.
While the officials of both companies
were not available for comments, sources
in the know told the FE that Modi Tyres
has the installed capacity of 1.2 million
tyres per annum at its plant in Meerut in
Uttar Pradesh and has been producing

60% of the capacity. The company has
been making products for trucks and bus-
es and with Continental in place, it will
notonly ramp its production but also will
make it big on the passenger car radials.

Accordingtosources, thecompany which
hadtoclosedown its plantowingtofinancial
problemsforsometimeafewyearsback,had
reviveditsprospects in2009withtheassocia-
tion of Continental. The company which
was earlier supplying to OEMs, has'now
beenselling inthereplacementmarket. “We
arenotproducingtothefullestof ourcapaci-
ty. Only 60% of the capacity is being pro-
duced now. Of this, nearly 10% is being ex-
ported to countries such as Bangladesh,
Middle East, Pakistan and other neigbour-
ingcountries,” thesources pointedout.

Theproposedacquisition willdefinitely
help Continental. “We are committed to
making individual mobility safer; more
comfortable and moresustainable and itis
in our interest to invest in both develop-
ment and manufacturing in emerging
markets. India is agrowing marketand we
see huge potential here,” a statement fur-
thersaid.



