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Industry Overview

The automobile sector is cyclical and dependent on the growth of the economy and
improvement in infrastructure. Factors like increased public spending, favorable
interest rates and general improvement in per capita income point towards higher
demand for automobiles in the future. Also, government's initiatives in the
infrastructure sector such as the Golden Quadrilateral project and NHDP (National
Highway Development Programme) are likely to give boost to four-wheeler sales
especially CVs. Just to put things in perspective, we expect CV segment to grow by
7% to 8%, 2-wheeler demand to increase by around 12% to 15% and passenger car
sales growth at 10% to 12% over the medium to long term. This is a positive for auto
ancillary manufacturers.

A lower labour cost gives Indian auto ancillary companies an absolute cost
advantage. ACMA (Automotive Component Manufacturers Association of India)
numbers suggest that wage cost accounts for 3% to 15% of revenues for Indian
manufacturers as compared to 20% to 40% for US players.

India is now amongst one of the most preferred destinations and has come to occupy
the image of an exporting hub for most of the major global OEM players. Major
MNC from the world are setting up base in India, thereby increasing scope of OEM
auto component manufacturers. India will emerge big automobile manufacturing
hub to serve Asian demand.



Company Overview

Autoline Industries Ltd (AIL) was initially set up in January 1995. AIL has grown
into a medium sized engineering and auto ancillary Company, manufacturing sheet
metal components, sub-assemblies and assemblies for large OEMs in the Automobile
Industry. 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 Engg, etc.) in the Commercial Vehicle, 2-wheeler, Passenger cars &
Tractor segments.

Major OEM'’s are expected to increase their production base substantially in coming
years. AIL has successfully moved up the value chain from manufacturer of simple
sheet components to providing Design Engineering, Prototyping, Tool Making &
Mass Mfg. of critical components translating into improved margins due to better
product mix. Acquisition of Dimension Engineering Software Pvt. Ltd. and MOU
signed with Detroit Engineered Products Inc. enables AIL to offer designing
solutions for automotive components to Indian & global OEMs and it also has
manufacturing capabilities to manufacture the design and deliver to its clients, it is
an ART to PART company.
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Shareholding Pattern

O Promoter & Promoter Group
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71%

Product Profile

Complex Stamped & Welded Assemblies
Load bodies & Truck carriers

Exhaust Systems

Sheet Metal Components

Formed Tubular Components

VVVVY

Composition of total turnover of company in different segment:

TURNOVER IN DIFFERENT VEHICLE
SEGMENTS

Sales others
29%

Commercial
Vehicles
42%

Spare Parts /

1%

Passenger Cars
28%




Key Highlights:

» Company enjoys Major Vendor Status at Tata Motors Ltd. Post merger of
Jaguar & Land Rover operations with Tata Motors, Autoline is in talks with
Jaguar & Land Rover for future Business

» Company is in process of getting Product Approval from Maruti and
Hyundai

» Company has 100 acres of Land in Chakan, Pune and intends to develop it as
Township project

» Company has edge over competitors due to in house design center which
helps it move up the value chain

SWOT ANALYSIS
Strength:

» The company has leadership position in sheet metal assembly components.
> Design solution to OEM’s for basic products

> Bigger & Diverse size of operations

» DPositive cash flows to leverage the OEM opportunities

Weakness:

» The company is largely dependent on Tata Motors Ltd.

> Tata Motors Ltd is highly leveraged company. In future any delay in
payments may create financial instability

» Company is betting on realization from land development. Any delay from
the development side may cause delay in expansion

> Any increase in raw material price uncovered in replacement market product
can reduce profitability to that extent

> Uncovered foreign exchange risk for the transaction done with or on behalf of
global subsidiaries

Opportunities:
» Many Global OEMs are setting up capacities/ increasing their existing
capacities in India
> India offers more than 20% cost reduction, hence, it is economical for global
OEMs to outsource from India
> Realization from land development will help the company to finance their
future capex plans

Threats:
» Cost reduction plans of OEMs
> Loss of rejection of batches supplied to OEMs



Actual Yearly Financials

X In Cr.) 2006-07 2007-08 2008-09 2009-10
Revenue 186.94 341.28 350.46 451.12
Expenses -160.78 -293.36 -325.22 -398.89
EBDITA 26.16 47.92 25.24 52.23
Depriciation -3.19 -5.33 -11.11 -16.83
EBIT 22.97 42.59 14.13 35.40
Interest -2.22 -5.02 -8.03 -10.82
PBT 20.75 37.57 6.10 24.58
Other Income - 1.15 2.78 2.08
PBT 20.75 38.72 8.88 26.66
Tax -5.56 -7.10 -2.28 -4.96
Net Profit 15.19 31.62 6.60 21.70
Equity 10.37 10.96 12.20 12.20
EPS ) 14.66 27.59 3.84 16.89
OPM (%) 14 14.04 7.20 11.58
NPM (%) 8.12 9.26 1.88 4.81
Actual Quarterly Financials

R InCr.) June ‘09 Sep ‘09 Dec ‘09 Mar “10 June “10
Revenue 92.57 105.65 107.79 145.09 145.81
Expenses -85.02 -95.46 -94.37 -124.02 -127.54
EBDITA 7.55 10.19 13.42 21.07 18.27
Depreciation -3.62 -3.77 -3.76 -5.67 -4.55
EBIT 3.93 6.42 9.66 15.40 13.72
Interest -1.95 -2.67 -4.88 -1.31 -3.78
PBT 1.98 3.75 4.78 14.09 9.94
Other Income 0.98 0.45 0.67 -0.02 0.88
PBT 2.96 4.20 5.45 14.07 10.82
Tax -0.12 -0.03 -0.03 -4.79 -0.12
Net Profit 2.84 4.17 542 9.28 10.70
Equity 12.20 12.20 12.20 12.20 12.20
EPS ) 227 3.19 4.20 7.23 8.38
OPM (%) 8.15 9.64 12.45 14.52 12.53
NPM (%) 3.06 3.94 5.03 6.40 7.34




Financials Of Subsidiary Companies:

R InCr.)
Particulars Extent of | Turnover PBT PAT
Holding

Indian Subsidiaries

Autoline  Design  Software 100% 4.88 0.11 0.08

LTD.

Western Pressing Ltd. 100% 1.81 0.09 0.08

Autoline Industrial Parks Ltd 51.12% 2.03 1.70 1.12

Nirmiti Auto-components Pvt. 100% 76.19 0.68 0.50

Ltd.

Nuvent Technologies Pvt. Ltd. 51% 2.77 0.08 0.07

Foreign Subsidiaries

Autoline Industries Inc, USA 100% 97.91 5.82 5.59

DEPAutoline Inc, USA 51% 12.32 1.16 1.05

KODERAT Investments Ltd. 100% - -0.31 -0.31

Earnings Forecast

RInCr) 2010-11 2011-12 2012-13

Revenue 600.00 800.00 1000.00
Total Expenses -522.00 -700.00 -870.00
Operating Profit 78.00 100.00 130.00
Interest -13.00 -15.00 -20.00
PBDT 65.00 85.00 110.00
Depreciation -20.00 -25.00 -30.00
PBT 45.00 60.00 80.00
Tax -12.00 -18.00 -25.00
Net Profit 33.00 42.00 55.00
Equity 12.20 12.20 12.20
EPS R) 27.05 34.43 45.08




Valuations:

Company has clear earnings visibility for next 3 years as Passenger and Commercial
Vehicles sales are expected to remain robust going forward. Also, there are many
Multinational Automobile companies like VOLVO, MERCEDEZ and others setting
up Assembly Lines in Pune and this broadens the scope of business opportunity for
company.

Company is well poised for encashing growth opportunities. It holds majority stake
in Autoline Industrial Parks Ltd, which owns prime land in Chakan, Pune. Company
shall get ¥ 35 Cr. per year for next five years as post tax capital gains. In addition to
regular yearly cash flow of X 40 Cr., the company will have X 75 Cr. free cash flows
for business growth.

We have not considered revenue from development of Land in our Earnings
forecast. Revenue generation from Land Development may substantially improve
earnings for the company.

We have assigned a P/E multiple of 10 times to its 2011-12 projected EPS of X 35 and
expect the stock to quote at X 350 in next 12 to 18 months.



Technical Outlook:
Daily Chart
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Stock is in a very Positive trend

It has made a rounding bottom on Weekly Charts and if it breaks 3270 on
upside then it can move up to 3450

It has very strong support at ¥190 from its 50 Day Moving Average (DMA)
It is overbought on daily and weekly charts at present and may correct to
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%190 in short term.
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Disclaimer

This document is not for public distribution and has been furnished to you solely for your information and must not be
reproduced or redistributed to any other person. Persons into whose possession this document may come are required to
observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This
report is not to be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such
an offer or solicitation would be illegal. It is for the general information of clients of IS] Securities Pvt. Ltd. It does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its
accuracy or completeness cannot be guaranteed. Neither IS] Securities Pvt. Ltd., nor any person connected with it, accepts any
liability arising from the use of this document. The recipients of this material should rely on their own investigations and take
their own professional advice. Price and value of the investments referred to in this material may go up or down. Past
performance is not a guide for future performance. Certain transactions -including those involving futures, options and other
derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports
based on technical analysis centers on studying charts of a stock’s price movement and trading volume, as opposed to focusing
on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a
reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that prevent
us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and
may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions
that are inconsistent with the recommendations expressed herein.

We and our affiliates, officers, directors, and employees world wide may: (a) from time to time, have long or short positions in,
and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company
(ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest
with respect to any recommendation and related information and opinions.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views
about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be,
directly or indirectly related to specific recommendations or views expressed in this report.

No part of this material may be duplicated in any form and/ or redistributed without IS] Securities Pvt. Ltd. prior written
consent.



