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AIL is a major supplier of sheet metal components, sub assemblies and assemblies to
leading Automobile OEMs (Tata Motors, Bajaj Auto, M&M, Walker Exhaust, Stokota
Bloomberg code NAUTOL@IN Engg, etc.) in the Commercial Vehicle, 2-wheeler, Passenger cars & Tractor segments.
Reuters code AUIN.BO . .
BSE cod 532797 UAIL has successfully moved up the value chain from manufacturer of simple sheet
code components to providing Design Engineering, Prototyping, Tool Making & Mass Mfg. of
NSE code AUTOIND| critical components translating into improved margins due to better product mix.
ISIN No. NE718H01014]  Oacquisition of Dimension Engineering Software Pvt. Ltd. and MOU signed with Detroit
Equity Cap (Rs mn) 103.7 Engineered Products Inc. would enable AIL to successfully ride the Global Auto Design
Market Cap (Rs bn) 233 Outsourcing trend by offering cutting edge solutions for automotive components to Indian &
Market Cap ($ bn) 0.05 global manufacturers spanning the entire spectrum of 2, 3 and 4 wheelers.
Avg. Daily Volume (Mthly) 549594] WLeveraging the competitive advantage of the company in high-quality low-cost manufacturing
52 Week High/Low 263/ 191 through acquisition led strategic moves like Stokota NV to drive earnings.
. QWwith the strategic initiatives taken, we believe that AIL will have a footprint in all the major
Shareholding Pattern (%) Automobile OEMs of the world, who are entering India.

Growth stock at attractive valuations ... Buy

At the current market price of Rs 227, AIL is quoting at a P/E of 5x and 4.8x and an
EV/EBIDTA of 3.2x and 2x FY2008E and FY2009E respectively.

We recommend BUY with a 12M target price of Rs 451, a potential upside of 100%.
Key Financials:

Public/
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Relative Price Movement

Net Sales 1113.3 2100.0 5356.6 6769.9
e % growth YoY 62.5 88.6 155.1 26.4
430 Autoline Net Profit 70.7 151.1 469.1 678.8
zzg Sensex EPS 10.2 14.5 45.0 47.1
a0 %growth YoY 244.4 42.4 210.5 4.6
270 OPM(%) 10.4 12.2 15.2 17.0
ﬁg o ~—— ROCE(%) 14.8 14.8 30.9 26.4
5 5 5 5 5 5 5 &5 &5 B RONW(%6) 32.8 13.8 23.2 18.8
g § § § § g 2 § % % P/E (X) 22.3 15.7 5.0 4.8
Source:HCIin; Tow:‘r Res‘;arch Source: Company, Tower Research
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» Promoter’s Background

» Company Background
» Business Overview

= AlL's presence in the Value Chain
= Clients and Plants Detall
= Business Segments

Business Strategies — Diversification and Complete Solution Provider
Strategic Moves — Driving Growth

Stepping ahead with globalization — Recent Acquisition of Stokota NV
Earnings Outlook

Valuations
Investment Risks

YV V V V V VYV VY

Financials
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The company was originally promoted by Mr. Shivaji Akhade, Mr. Sudhir Mungase, Mrs. Rema
Radhakrishnan, and Mr. L.P. Chauhan. While Mr. L.P. Chauhan divested his holdings in the company, Mr.
Vilas Lande and Mr. M. Radhakrishnan subsequently joined as one of the promoters.

Mr. Shivaji Tukaram Akhade (40 yrs) : He is a commerce graduate and has been looking after the day to
day affairs of the Company including production, marketing & commercial aspects along with a professional
team. He has been acting as Managing Director of the company since inception.

Mr. M. Radhakrishnan (52 years) : He looks after Strategic Planning and Finance activities of the Company
and works closely with the Managing Director on a day-to-day basis. Mr. Radhakrishnan is B.Sc. (Stat),
LLB, DBM and CAIIB and has experience of around 23 years in the field of Development Banking and
Finance having worked with IDBI and SIDBI.

Mr. Sudhir Vithal Mungase (31 years) : He has experience in Sheet Metal Press Operations and is looking
after the production and maintenance of the Company’s operations.

|
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»Major supplier of Sheet metal Components, sub-
assemblies and assemblies to leading Auto OEMs

»Successfully moved up the value chain from a Mfg. of
simple sheet metal to complex assemblies by providing
design engineering, prototyping, tool making & mass
mfg of critical components.

»Art to Part Manufacture — Concept to Mass
Manufacturing (Own Tool Room, Design Engineering
Services, Mass Mfg. by way of automation)

Exports
Entry global markets

UAE JV — Wheel Rim Market
Acq Stokota Global - SPV

Skin Panel
Aesthetic Parts

Supply of Indica

High End Roof Top
Design Engineering

Detroit Engineered
Complex Assemblies MOU'in Aug 06

Design Eng. Services
CAD/CAMICAE

Autoline Dimension Software Pvt. Ltd

Mar 06

Tubular Products

Western Pressings Pvt.Ltd

Nov 05
Large Assemblies

Load body for Tata Ace

Simple Sheet April 05

Started operation in 1995

Tippers Stokota
April 06

Tower Capital
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Autoline's Presence /Expertise

Design Engineering Solution provider

Concept —»Product __, Marketing | After sales
Design / Selling Service

Boutique design Only OEMSs &

shops/ R&D dept. ogms OEMs or Vendors Dealers / Distribution Network

of large OEMs
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AUTOLINE INDUSTRIES

— Supplies the entire range of
products from Cars to CVs

— Supplies about 400 compo.- ( 250

—» Successfully retained its position

—~ 85% of sales contribution

4/\

products as single source supplier) ¥

Slngle source Contract

Manufactures specialized

vehicles like Tippers for Stokota
amongst reduced vendor base of co.

—» Emerged as complete solution provider —"Ace” load body

Manufacturing partner in India

High certification for quality
ISO/TS16949:2002

Strategically located in
the Auto-Hub of Pune

|
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Product Mix 2006 — 2007E

Assesthic

Exhaust 3% 9%
Systems  11% \.

40%

Press Parts

22% I

Small

Large Assemblies
Assemblies

Operating Margins

Source:Company,Tower Research

Product Mix 2007 — 2008E

Exports
kinPanel- Aesthetic

Exhaust Sysyterrs

Lar ge Assenblies
Small Assenblies

PressParts

0% 5% 10% 15% 20% 25% 30% 35%

Press Small
Stokota - Parts

Exports

Assemblie
S

Others
7% 18%
109 p— ﬁ

Skin Pa -
Assesthic

Exhaust Large

Systems Assemblie

S

Source:Company,Tower Research

Source:Company,Tower Research

> AIL Product Mix has improved by moving from simple sheet
metal to complex assemblies, tubular products, skin panels
and exports.

» Company's margins have increased sharply from 3% in
2005 to 6% in 2006 due to improve product mix. Going
forward we expect the margins to further improve.

Tower Capital
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Business Strategies ‘

Diversification

Complete Solution Provider

Tower Capital

Structural Chg in Auto
Industry

OEMSs are concentrating
more on product
designs, new product
launches, marketing &
distribution network.

OEMs are Outsourcing
the Design Engg,
Prototyping, Tooling
Mass Mfg.

March 22,2007
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AUTOLINE INDUSTRIES LTD

s =

Flat & Tabular Products ~ Offshore Design Mfg. Model High end design eng. services Trade in auto comp.& spares
Silencers/Exhaust Sys.  CAD/CAM/CAE & Design Eng. Model Design reduced to 8 wks from  Markets - Gulf and African Mkts
Customers — Cummins India, 8mths Customers: GM, Ford, Toyota,  Product - Wheel Rims
Piaggio, Matador Europe. Honda, Hyundai, Daimler Crysler Investment - Rs80mn
Voreeeeereererereesensesseseresseseseeseenens ¥ Plant - Assembly unit

Huge Potential in Design and Development Capability Capacity -50,000units pm

Enables AlL to become a complete solution provider Trial Production —June 2007
Outsourcing — Offshore Design Mfg Model
(Auto design outsourcing market is $40bn expected to touch $80bn by 2010 )

March 22,2007 Autoline Industries Ltd. - Initiating Coverage 10



Stepping Ahead With Globalization ‘

Tower Capital

Stokota NV, Belgium — Has partnerships in over 16 European Union and over the last 40 years has established
its brand worldwide as a leader in providing "Complete Road Transportation Solutions".

T o

France Poland China

55 different Specialized vehicles for sectors

ool

Buildg. &  Fuel & Agri. & OnSite Waste &
Construction Energy  Food Logistics  Cleaning

. End users of ‘
Volvo, Scania, MAN, Iveco, FAW and Deng Fong
Renault, DAF in Europe in China

Acquisition of 51% Stake
in Stokota NV

—»  Leveraging its mass manufacturing capabilities by providing

High quality low cost manufacturing by <« high quality at low cost

outsourcing production of assembly parts
—»  Access to Global markets -Europe, Middle East, Africa & C. Asia

Cost effective small batch production <+

—» Broaden the Client base
Outsourcing business process / customer <«
inquires

—» Integrate the Design Engineering Capabilities

March 22,2007 Autoline Industries Ltd. - Initiating Coverage 11
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Acquisition of 51% Stake — Outflow 668mn
Mode of Payment : Cash 480mn.

Equity 188mn
Stokota Global
Particulars (Rs. Mn.) FYO7(E) FYO08(E)
Revenue 4,003.9 4,899.4
EBIDTA 188.6 392.5
PAT 42.1 210.6
EV/EBIDTA (X) 6.9 3.3
Synergistic Operational Advantage for Autoline
Particulars (Rs. Mn.) FYO8(E) FY09(E)
Reve. from Exports to Stokota Global 846.6 1,269.9
EBIDTA 257.5 481.0
Acqui. Price/EBIDTA (X) 2.6 1.4
Overall Acquisition Valuation
Particulars FYO7(E) FYO08(E)
Overall EBIDTA 96.2 457.7
Acqui. Price/EBIDTA 6.9 1.5

Tower Capital
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Strong Revenue Growth Going Forward
e Art to Part Manufacturer
e Diversification

We expect the net revenue to grow by 155% and
26% in FY 08E and FY 09E respectively, driven by
volume growth due to capacity expansion and better
realization as the company is moving up the value
chain. We expect that Tata Motors will continue to
contribute significantly to the revenue as AIL has
turned as preferred supplier to TML for the sheet
metal business.

Bottom Line

Bottom line to jump in the coming years due to
robust revenue growth and improved margins. We
expect net profit to grow by 210% and 45% to
Rs469.8mn and Rs678.8mn in FYO8E and FYO9E
respectively.

High Asset Turnover Ratio — Low Payback
Period

We expect that the company can achieve a turnover
of Rs7500mn with its current expansion. Asset /
turnover ratio for the company at full capacity is
around 4-5 times. However, we expect the company
to achieve asset turnover ratio of 2 and 3.2 times for
2008 and 2009 respectively leaving huge
untapped potential.

Tower Capital
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Rapid economic growth, increase in personal disposable income, growth in rural economy, increasing higher old age vehicles in
population, enhancing penetration, increasing distribution reach, increasing competition (new models), easy financing and a
greater headway in the export market, will keep the Automobile Industry demand upbeat on which the Auto component

players depend highly.

Structural changes in the Automobile industry will benefit AIL maximum. Automobile manufacturers are moving from
integrated organizational concept, which includes integrated manufacturing and marketing activities, to a reverse direction of
desegregation where more and more activities are outsourced to vendors.

PE & DCF Model

AIL will have strong earnings growth potential given the business and company specific advantages. We see a fair
value of Rs. 451 on the basis of DCF valuation (Terminal value of 2.5 and WACC of 14%) at a PE Multiple of 10.0X

2008E and 9.6X 2009E on a Standalone basis .

AT CMP 225 2008E | 2009E
PER (X) 5.0 48
EV/ EBIDTA (X) 3.2 2.0

Sensitivity Analysis of DCF

WACC Terminal Growth Rate

1.5 2.0 25 3.0 3.5
12.0 518 538 561 586 614
13.0 466 482 500 520 542
14.0 423 436 451 467 484
15.0 386 397 409 422 436
16.0 354 364 374 384 396

Tower Capital

March 22,2007
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U4 AlL is highly dependent on Tata Motors (TML).

v

v
v

Any slowdown in the business growth of TML could adversely affect the earnings of the
Company.

Any change in companies purchasing policy could adversely affect the operations of AlL.

Price reduction by TML is possible in order to remain competitive which may put pressure on
profitability.

U Increase in price of steel and other inputs could hamper company’s profitability

U Since the company is promoted by First Generation Promoters there may be risk of

execution.

|
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Income Statement (Rs in mn)

Sales

- AlLL

- Stokota
EBIDTA

- AlL

- Stokota
EBIDTA Margin

- AlL

- Stokota
Other Income
Interest
Depreciation
Wi/off
PBT
% Net Sales
Tax
PAT
% Net Sales
Equity Capital
EPS

684.8
684.8

49.2
49.2

7.2%
7.2%

11
16.2
14.7
0.0
19.4
2.8%
1.6
17.8
2.6%
60.1

3.0

1113.3
11133

115.2
115.2

10.4%
10.4%

1.0
17.6
211
0.3
77.2
6.9%
6.5
70.7
6.4%
69.5
10.2

2100.0
2100.0

256.3
256.3

12.2%
12.2%

0.1
32.7
39.0
10.3
174.5
8.3%

23.4
151.1
7.2%
104.2

14.5

5356.6
4500.0
856.6
813.4
555.9
257.5
15.2%
12.4%
30.1%
0.1
32.7
67.0
10.3
703.5
13.1%
2345
469.1
8.8%
104.2
45.0

6769.9

5400.0
1369.9

1148.0

667.1

480.9

17.0%
12.4%

35.1%

01

32.7

87.0
103
1018.1

15.0%

339.3
678.8

10.0%

1442

47.1

Source: Company, Tower Research

Balance Sheet (Rs in mn)

144.2

Share Capital 60.1
Share Application Money 11.6
Reserve and Surplus 20.5
Net Worth 92.3
Loan Funds 299.3
Total Liabilities 391.6
Fixed Asset 309.1
Investments 6.2
Working Capital 75.9
Miscellaneous 1.0
Total Assets 392.1

69.5
11.6
134.8
215.8
424.4
640.2
527.3
26.5
85.7
0.7
640.2

104.2
0.0
992.4
1096.5
300.0
1396.5
914.4
61.5
380.3
40.3
1396.5

104.2
551.5
1367.6
2023.3
360.0
2383.3
1247.4
769.5
336.0
30.3
2383.3

0.0

34706
36148
360.0

3974.8

1560.4.

769.5

16245
203

3974.8

Source: Company, Tower Research

NOTE

Company has announced up to 4mn optional fully convertible warrants

convertible at a Price of Rs400 within 18mths. Same will be approved

in the EGM on 23 Mar, 2007.Hence, the Equity Capital will increase

from 103.7mn to 143.7mn by 2009 & the same has been appropriately

considered for projections.

|
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Cash Flow (Rs in mn)

PAT 17.8 70.7 151.1  469.1 678.8
Add: depreciation/W/off 15.0 214 49.3 77.3 97.3
Cash flow from operations 32.8 92.1 200.4 546.4 776.1
Change in w orking capital -149  -10.9 -40.5 -94.6 -23.1
Extra-ordinary items 0.0 0.0 0.0 0.0 0.0
Net cash from operations 17.9 81.3 159.8 451.8 753.0
Capital expenditure -109.3 -240.2  -426.1 -400.0 -400.0
Inc/ Dec in Investments 0.0 -20.3 -15.0 -708.0 0.0
Net cash from investing -109.3 -260.5 -441.1 -1108.0 -400.0
Increase/Decrease in debt 94 125  -124.4 60.0 0.0
Dividends -23  -133 -29.5 -93.8 -135.8
Proceedings from equity 0.0 68.1 739.3 551.5 1048.5
Other Expenses 0.0 0.0 -50.0 0.0 0.0
Net cash from financing 922 1799 535.4 517.7 912.7
Net Inc./(Dec.) in Cash 0.8 0.6 2541 -138,5  1265.8
Opening cash balance 0.2 1.0 1.6 255.7 117.2
Closing cash balance 1.0 1.6 255.7 117.2 1383.0

Source: Company, Tower Research

Key Financial Ratios

Per Share Data

EPS 10.2
Grow th yoy (%) 244.4
Cash EPS 13.3
Book Value 311
Dividend Per Share 1.9
Dividend Payout(%) 18.8
Financial Ratios

Operating Margins (%) 104
PBT Margins (%) 6.9
Tax Rate (%) 8.4
Net Margin (%) 6.4
RONW (%) 32.8
ROCE (%) 14.8
Debt /Equity (X) 2.0
Turnover/GFA (X) 1.9
Valuation Ratios (X)

PE 22.3
PICEPS 17.1
PIBV 7.3
EV/EBIDTA 17.3
EV/Sales 1.8
Mcap/Sales 14

14.5
42.4
19.2
105.3
2.8
19.6

12.2
8.3
13.4
7.2
13.8
14.8
0.3
2.6

15.7
11.8
2.2
9.4
11
11

45.0
210.5
52.5
194.2
9.0
20.0

15.2
131
333
8.8
23.2
30.9
0.2
2.0

5.0
4.3
12
3.2
0.5
0.4

471
46
53.8
250.7
9.4
20.02

170
150
333
10.0
18.8
26.4

01

32

48
42
09
20
03
05

Source: Company, Tower Research
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DISCLAIMER:

This information & opinions in this report have been prepared by Tower Capital & Securities Private Ltd. The report & the information contained herein are strictly confidential and meant solely for the authorized recipient and
may be restricted by law or regulation in certain countries. This report is for information purposes only for the authorized reader and does not construe to be any investment, legal or taxation advice. This report is based on the
information obtained from public sources and sources believed to be reliable, however, no warranty, express or implied, are given for the accuracy or correctness of the same and it should not be construed as such. It is also
not intended as an offer or solicitation for the purchase and sale of any financial instrument.

Tower Capital & Securities Private Ltd and/or its subsidiaries and/or its directors, employees, officers or associates — including the persons involved in the preparation/issuance of this report may have, from time to time, (a)
any interest or positions (buy/sell etc.) — financial (including in derivatives/commodities market) or otherwise in the companies/securities covered/mentioned in this report and may have acted upon the information &/or (b)
been engaged in any other transaction, commercial or otherwise, in respect of the companies/securities covered in this report, like earning brokerage, commission or act as a market maker &/or (c) performed or may seek to
perform any merchant/investment banking services for such companies or act as advisor or lender/borrower to such companies &/or (d) have other possible conflict of interest with respect to any recommendation or any
information/opinions that could affect the objectivity of this report. As a result, the authorized recipients of this report should rely on their own investigations and analysis & seek professional advice. Any action taken by any
one on the basis of the information contained herein is their sole responsibility and Tower Capital & Securities Private Ltd and its subsidiaries or its directors, employees or associates will not be liable in any manner
whatsoever for the consequences of such action taken.

No data/information contained in this report shall be copied, forwarded, transmitted or distributed, in part or in whole, in any form or in any media, without the previous written consent of Tower Capital & Securities Private Ltd.
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