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Statement of Chairman Dr. M. MANICKAM
on the Company's performance for
o« the year ended 31st March 2013
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Dear Shareholders,

It gives me great pleasure to welcome you all to the 56th 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 2013
have been with you for some time and with your permission, I shall take them
as read.

Economy in Difficult Phase

The economy had to pass through a difficult phase in 2012-13 as the demand
for goods and services in overseas market was not registering a satisfactory
growth. The operations on the foreign trade front were, therefore, not satisfactory
and there was also the handicap of a heavy Current Account Deficit. The rupee
lost ground considerably and at one stage the rupee dollar rate touched a low
of ¥68 (August 2013) against ¥54.32 (April 2013). The demand for various
goods and services in the domestic market was also discouraging and the
growth in GDP has been revised downwards on 2 or 3 occasions, the latest
revision placing the GDP growth at a low figure of 4% against 5.2% in
2011-12.

Exemplary Performance of Agriculture

What is heartening is the exemplary performance of Agriculture and a record
output of food grains and cash crops in some directions. The initial lower limit
in Kharif and Rabi season in 2013-14 has been revised and the total output of
food grains alone will be 265 million tons along with ample supplies of sugar
cane. The yield of the cotton crop too will be adequate to meet the needs of
textile industry and export market.

Dismal Industrial Scene

Industrial scene has presented a discouraging picture with the total growth
almost negative. Only of late there are signs of improvement. The lack of
growth is also due to the serious shortage of power, coal and Natural Gas and



also slackening in demand for particular products. The purchasing power of
the masses can improve in the changed situation and the off-take of non-durables
will be satisfactory. It was of course expected that the pace of growth will
improve in the coming months with the Government's efforts to relieve shortages
in the vital sectors.

The Auto Industry Suffers Setback

The automobile industry whose performance is vital for the operations of your
company had a difficult year in 2012-13. During 2012-13, the output of vehicles
showed a growth of only 1.20 per cent as compared to last year. Due to the
overall slow-down, Commercial Vehicles sales were down 2 per cent during the
year 2012-13 at 7.93 lakh units as compared to 8.09 lakh units in the
corresponding year 2011-12. Sales of Heavy and Medium Commercial Vehicles
dropped by 23 per cent to 2.68 lakh units as against 3.49 lakh units in
2011-12. Light Commercial Vehicles grew at 14 per cent. The trends clearly
indicate the reduced activity in domestic market and disappointing export sales
were responsible for discouraging performance in 2012-13.

It can be hoped that the performance in 2013-14 will be better only if
the expectations of a pick-up in industrial output and sales in the coming
months materialize and also an increase in the off-take in the domestic and
export markets. In the first four months April-July under reference, sales of all
vehicles registered a negative growth of 2.1 per cent indicating that the industry
is yet to come out of its dark days. But recent signs are encouraging as export
demand may pick up with greater activity in the main export markets. Internally
also the off-take will improve with higher agricultural production and likelihood
of an increase in Industrial Output in several directions. The data relating to
production and sales of all types of vehicles may give room for the impression
that the set back experienced in the recent several months will be a passing
phase.

Satisfactory Working Results of Your Company

As regards the operations of the company for 2012-13, I am happy to inform
you that the working results have been satisfactory in spite of various difficulties.
The total income is higher at ¥ 128.72 crores against ¥116.16 crores. The hire
purchase operations alone fetched ¥117.64 crores against ¥108.40 crores and
there was an exceptional income on sale of fixed assets of ¥ 1.67 crores (30.08
lakhs). After taking into account income from other sources and meeting other
expenses, the profit before depreciation is ¥ 24.20 crores against ¥ 19.98 crores
of last year. After providing for depreciation and amortization and other provisions,
the profit before tax is ¥21.33 crores against ¥17.17 crores of last year.



Profit after taxation is ¥14.00 crores against ¥11.62 crores of last year.
Transfer to statutory reserve is ¥2.80 crores (3 2.32 crores). After paying the
interim dividend on preference shares, the dividend on equity capital is maintained
at 10%. The available surplus has been conserved with a view to strengthen the
Capital Adequacy Ratio (CAR) as it is essential to support envisaged further
growth of business.

Outlook for 2013-14

The performance in 2013-14 can be better as efforts are being made to mobilize
larger resources in various ways. It is hoped that the disbursements will rise to
¥ 500 crores. There will be a distinct improvement in the shape of the economy
in the later months in the current financial year as new policies are being
initiated. With the prospect of a definite bid being made by the Union Finance
Minister and Monetary Authorities, the availability of funds will be helpful in
improving disbursements for the company.

Efforts to contain Fiscal Deficit

Since the UPA Government was worried about the emergence of a larger fiscal
deficit and there were difficulties in mobilizing sequenced rupee resources in
various forms, efforts are being made to increase borrowing in foreign currency
and also minimizing expenses. Fresh difficulties were experienced and adjustments
have to be made in prices of gasoline, diesel and natural gas.

RBI's Efforts to Reorient Policies

The new policies of Mr. Raghuram G. Rajan, the new RBI Governor, may bring
about a noticeable change in the complexion of the Banking System with
objective to attract inflow of foreign funds with the foreign banks operating
through wholly owned subsidiaries. Insurance and Pension funds also will be
enabled to secure larger long-term funds. The Non-Banking Finance companies
(NBFCs) also have a vital role in the Financial Sector. In the new approach,
NBFCs also should be helped to grow in stature for having access to larger
resources and increase the volume of business. These new policies of
the Governor will take shape only over a period.

Fortunately for the Ministry of Agriculture, buffer stocks are at record high levels
and procurement operations in the current marketing season again will be brisk.
It will be even possible to increase exports also and reduce the Current Account
Deficit to $ 70 billion from $ 87.8 billion. It is felt that the worst phase of the
economy is being left behind with the agricultural sector again functioning
satisfactorily and the GDP may be much better around 5.5%.



In spite of likelihood of unexpected increases in expenses, it is assured by the
Union Finance Minister that there will not be any fiscal deficit beyond the
estimated 4.8%. The shape of the budget has to be safeguarded at the estimated
level and policy changes also are being made with the advent of the new RBI
Governor Mr. Raghuram G. Rajan.

Since it was emphasized that new measures will be adopted for bringing about
a recovery in the rupee as also in the functioning of the bourses, the rupee
dollar rate has rallied to ¥ 62.24 against the low of ¥ 68. The BSE index also has
crossed 20,000 levels. Since the economy also is showing signs of improvement,
it is hoped that there will be an increase in foreign exchange earnings through
exports. With the recovery of the rupee and better demand for various products
the Current Account Deficit can be pruned to $ 70 billion as stated above and
economy may again be on the growth path, albeit slowly.
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26th September 2013 M Manickam
Coimbatore Chairman

Note: This does not purport to be a report of the proceedings of the
56th Annual General Meeting of the Company.



