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Statement of Chairman Dr. M. MANICKAM
on the Company's performance for

B £ < the year ended 31st March 2012

Dear Shareholders,

It gives me great pleasure to welcome you all to the 55th Annual General Meeting
of the Shareholders of the Company. The Directors' Report and the Audited Accounts
of the Company for the Financial Year ended 31st March 2012 have been with you
for some time and with your permission, I shall take them as read.

Indian Economy in a trough

The happenings in the economy since we met last year has been some what
disheartening. New problems have to be confronted in the external front as well as
internally. This is because of the failure of the monsoon initially in the kharif
season. This gave rise to apprehension that the contribution of agriculture and
allied industries to the growth in GDP may be negative. As the industrial sector also
has not been acquitting itself so far in a creditable manner, the increase in GDP was
placed below 6 per cent at one stage though the RBI has estimated that the growth
will be 6.50 per cent. Subsequently, it was revised downward to less than 6 per
cent. Moody's, the well known international credit agency for its part, has estimated
the growth at only 5.50 per cent. Recently, however the developments are more
encouraging and Dr Manmohan Singh, Prime Minister is confident that the GDP will
improve by 6.50 per cent plus. Dr. C. Rangarajan, Chairman, Prime Minister's
Economic Advisory Council is even more optimistic and expressed confidence that
GDP will improve by 6.70 per cent.

Optimistic revised GDP growth

This optimism stems from the favourable behaviour of the monsoon in August and
areas suffering from severe drought conditions in Maharashtra, parts of Gujarat,
Rajasthan even Punjab and Haryana are benefitting to a great extent from copious
late monsoon rains. The main regions in North India making a good contribution
to output of food and cash crops are now in a position to avoid a net decline in
the contribution as compared to 2011-12. In fact according to the estimates in
some quarters, the agriculture and allied industries will be making a positive
contribution of 0.50 per cent to the growth in GDP. This gives rise to the question
whether the output in terms of volume and value will be better than in 2011-12
which was a record year in many respects. In that event the fears of an assertion
of inflationary pressures need not be entertained as the Union Finance Ministry and
RBI can adopt a liberal approach to facilitate the planners and the government to
overcome the new hurdles and enable the economy to be placed again on the
growth path.

The Planning Commission, Monetary Authorities and the Ministry of Industries and
Commerce are probably of the impression that the bottlenecks experienced by the
Industrial Sector will be relieved to great extent and will be possible to realise an
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increase in GDP of over 6 per cent in the whole of 2012-13. The performance in
the first 3 months, April-June has, of course, been disappointing as there was a
negative growth of 0.10 per cent against a positive growth of 5.50 per cent
comparatively.

Cheaper rupee prevents larger forex earnings

Performance on the foreign trade front in June particularly has not been favourable
as there was a net decline in exports in terms of dollars by 5.45 per cent to $25.07
billion against a robust rise of $ 26.07 billion in the same period of last year.
In April-June exports declined by 1.70 per cent to $75.20 billion ($76.51 billion).
However the trade deficit was lower by 13.36 per cent at $40.05 billion ($46.23
billion). What matters however is the performance of exports in rupee terms.
In June, rupee exports were higher by 18.11 per cent and for the three months
period by 18.97 per cent.

But for this positive aspect, the performance of the Industrial Sector would have
been even more disappointing. It is necessary of course to point out in this context
that the revised indices based on 2004-05 for determining Industrial Growth has
a depressing effect. The increase in production in terms of volume will be quite
pronounced if the shortage of power, coal, natural gas and some inputs do not have
an inhibiting effect. The Services Sector is, of course, acquitting itself creditably as
in some instances the cheaper rupee is found to be advantageous for the development
of tourism and better utilisation of medical and other services.

The Union Finance Ministry is, of course, aware of the need to adopt measures for
reversing the negative trend in forex inflows. Apart from the raising of limits for
borrowing in the international market, other measures also are being adopted by
the new Finance Minister who has taken over the portfolio from the Prime Minister.
It was also hoped that it will be possible to effect a significant reduction in Non-Plan
Revenue Expenditure except in respect of defence and interest expenditure.
The Foreign Investors like FIIs and even NRIs and others are being provided sops
for increasing their commitments in the economy which has strong fundamentals.
Since inflationary pressures also may subside, Monetary Authorities too have to
decide to lower key interest rates. The Finance Minister also has been urging the
Public Sector Banks to reduce tangibly lending rates without effecting a significant
downward adjustments in deposit rates.

Creditable Working Results for the year 2011-12

I am glad to inform you that your company has functioned on a highly creditable
manner during the year under reference and it can justifiably emphasize that the
income from various directions has constituted a new record of ¥ 116.16 crores
against ¥ 91.67 Crores with the receipts from hire purchase operations alone being
higher at ¥ 108.40 Crores (% 82.81 Crores). With adequate availability of funds,
the drive for increasing the volume of business, total disbursements during the year
have risen to ¥ 421.33 crores against ¥ 351.27 Crores. The net profit before
taxation after all provisions has improved by 57.10 per cent to ¥ 17.17 Crores from
% 10.93 Crores. The provision for taxation is ¥ 4.51 Crores (X 2.55 Crores) and
deferred taxation ¥ 1.05 Crores (% 1.61 Crores). The transfer to Statutory Reserve
is ¥ 2.32 crores (X 1.59 crores), while General Reserve got ¥ 15.00 crores formerly
taking advantage of the sizeable undistributed profit.



A conservative decision has been taken by your directors in respect of the equity
dividend as inner reserves have been strengthened and a larger equity capital is
ranking for this purpose with the equity shares issued on preferential basis.
The preferential capital also freshly issued is eligible for full dividend. The equity
dividend maintained at 10 per cent on a larger equity capital and absorbed ¥ 5.81
crores (% 3.50 crores) including tax on dividend. Earnings per share works out to
¥ 3.85 (% 2.64). The financial position has thus been strengthened and the aggregate
reserves amount to ¥ 74.19 Crores (X 66.80 Crores) including revaluation reserves
¥ 25.99 Crores (X 26.60 Crores). The paid-up equity capital has risen to ¥ 50.00
Crores (% 30.10 Crores). During the year equity shares of the value of ¥ 19.89
Crores have been issued on preferential basis along with cumulative preference
capital amounting to ¥ 6.90 Crores. The Capital Adequacy Ratio is, therefore,
ample at 16.34 per cent.

Auto Industry sustains growth

The output of all types of vehicles increased by 13.83 per cent and crossed 20
million mark in respect of units to 20.37 million in 2011-12. Domestic sales increased
by 12.24 per cent to $17.38 million and exports by 25.44 per cent to $2.90 million.
Even a larger volume of production and sale could have been achieved but for the
prevalence of high interest rates and paucity of resources. Sales of Passenger Cars
increased by 2.19 per cent, Utility Vehicles grew by 16.47 per cent and Vans by
10.01 per cent. Two wheelers continued to be popular with the growth of 14.61 per
cent. Commercial Vehicles and Light Commercial Vehicles registered an impressive
growth of 27.36 per cent while that of Medium and Heavy Commercial Vehicles was
at 7.49 per cent. The exports were brisk as stated above. Present situation is not
conducive for registering growth on a sustained basis.

In April-July the production of all types of vehicles, domestic sales and exports
indicate that there has been a distinct slow-down in growth in all directions.
But the performance of the automobile industry should be regarded as satisfactory
having regard to adverse developments in European Union and other countries and
complexities of the Indian situation. Even so, the output of all types of vehicles in
the four months under reference rose by 7 per cent against 13.83 per cent for the
whole of 2011-12.

Exports have been disappointing as there was a negative growth of 4.03 per cent
due mainly to two and three wheelers, while shipment of Passenger Cars and
Commercial Vehicles grew by 9.14 per cent. The same trend may be evident in the
coming months. New policies of the RBI should, therefore, be constructively conceived
as high interest rates have had a crippling effect in all directions and the new
Finance Minister himself has emphasized the need for a significant lowering of
lending rates of Banks in many directions. But the RBI Governor is still harping on
the need for reining in inflationary pressures if the necessary stimulus to Industrial
growth is to be provided.

Outlook for 2012-13

The prospects for 2012-13 are promising in spite of the fact that economic situation
has deteriorated to certain extent and the conditions prevailing in 2011-12 are quiet
different. Yet it is targeted that total disbursements in respect of Hire Purchase
Operations should improve to ¥ 475 Crores enabling a significant improvement in
Income from Hire Purchase operations and profit before taxation. It will enable a
noticeable increase in earnings per equity share. In the changing context where the
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Scheduled Commercial Banks feel constrained to expand credit to different classes
of borrowers on a big scale due to slower growth in deposits. Greater attention also
has to be paid to the fulfilment of requirements of the borrowers in the priority
sector.

Crucial Role of Non-Banking Finance Companies

In current situation the NBFCs have even a more important role and have compulsion
to mobilise additional resources in various ways. The number of NBFCs were 627
including NBFCs accepting deposits 297 in number in 2011-12. The total resources
of these companies amounted to ¥ 1,16,897 Crores as on March 2011. Since the
requirements of borrowers in the Industrial, Commercial and other sectors are
increasing, the managements of better-placed NBFCs had to mobilise additional
resources in several ways. The Monetary Authorities should, therefore, adopt a
helpful policy for achieving these objectives with the prudential norms also not
being unduly vigorous besides restoring the priority sector status for the advances
by banks to NBFCs catering to transport sector. The industrial sector is feeling the
handicap in many ways and as stated above even many major industries did not
raise their output impressively.
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