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Company Background
Tube Investments of India Limited (TIIL) is

manufacturing of bicycles, fitness equipment, electric scooters in the
cycle segment; tubes, strips and tubular components in the engineering
segment; car doorframes & channels, automotive and industrial gears
in the metal formed products segment. TIIL offers two well established
brands of bicycles- ‘BSA’ & ‘Hercules’ and indigenously developed
Montra. The company has 25 manufacturing plants throughout India.

Investment Rationale

engaged in

TIIL also has a presence in financial services through its two
subsidiaries - Cholamandalam Investments & Finance which is into
financial services focused in the rural and semi-urban area with a
market capitalization of Rs. 15158 crores and Cholamandalam MS
General Insurance Co Ltd (CMSGICL) where its holding stands reduced
to 60% after selling 16% stake to its joint venture partner Mitsui
Sumito Insurance Co Ltd (Japan) for Rs. 882.67 crores in FY16.

The company has reduced its debt from Rs.1421. crores in FY15 to
Rs.1374 crores in FY16 by focused cost management and fiscal
prudence.
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‘ Slianelloltineibatier & = TIIL holds strong brand in industrial gears through its subsidiary
Promoters 49.93 Shanthi Gears which was acquired in FY12. TIIL holds 70.12% stake in
DIIs 13.37 the company. The company holds strong order book and is planning to
Flls 13.73 foray into areas like defence and infrastructure related gearing
Body Corporate 4.29 systems. _ N _

Total Public 18.68 = TIIL has multi local servicing for cycles with more than 10000 touch
- points across India. It is the second largest cycle manufacturer (~34%

Total 100.00 market share). This segment accounted for 39% of total sales in FY16.
( As on September 30, 2016) * A new manufacturing unit for cycles has been established in Rajpura,
Punjab at a capex of Rs.105 crs & capacity of 2.5 lakh bicycles per

‘ Recommendation month. It will cater to the markets of northern and eastern India. This
BUY segment recorded a CAGR growth of ~11% over FY14-FY16.

» The metal formed business had exhibited growth above 20% for the
first two quarters in FY17. Growth in the share of the Railways in the
transportation of goods will lead to increased demand for wagons and
passenger coaches thereby benefiting the company which is the
preferred supplier for wagon sets.

= TIIL being dominant in each of its segments and having long standing
relationship with all the major automobile players stand to benefit
from the ever increase in demand for its products. Changing concept of
bicycles and increasing acceptance of electric scooters augurs well for
the company. We have valued the company using SOTP method based
on the valuation of its core business at Rs 194 (15x FY18e EPS) and
46.26% stake in Cholamandalam Investment and Finance at Rs. 262,
70.12% of stake in Shanthi gears @ Rs.25 and 60% stake in
Cholamandalam MS General Insurance @ 239 per share and arrived at

Tube Investments Of India Ltd
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S a target price of Rs 719, implying a potential upside of 24% from
S current levels over a period of 12 months. We therefore recommend a
BUY on Tube Investments of India.

Particulars (in Rs.Crs)*  H1FY17 H1FY16 Va“‘:“ce FY13 FY14 FY16 FY17e  FY18e
Net Sales(Includes 001*) | 2054.10 | 1966.67 | 445 | 3565.54 | 352557 | 3827.77 | 3940.97 | 4256.25 | 4681.87
Operating Profit (ExclO) | 204.37 | 17717 | 1535 | 30049 | 302.48 | 321.00 | 351.94 | 42137 | 479.89
Net Profit 96.20 4323 | 12253 | 103.96 | 94.07 120.86 | 729.89* | 203.43 | 241.70
Operating margin (%) 9.95 9.01 10.44 8.43 8.58 8.39 8.93 9.90 10.25
Net Profit Margin (%) 4.68 2.20 113.06 2.92 2.67 3.16 18.52 4.78 5.16
EPS (Rs) 5.13 231 122.08 5.57 5.03 6.46 38.96 | 10.86 12.90

*Net profit includes exceptional gain from sale of investments, * above data are standalone numbers. Source: Company, AUM Research
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Business Review Associate & Joint Ventures

Cholamandalam Investment and Finance Company Ltd
(CIFCL), established in 1978, one of India’s leading NBFC'’s
focused in the rural and semi urban sector with market cap of
(15158 crores, as on 30 Nov 2016). The company’s operation
is spread across vehicle finance, business finance, home equity
loans, stock broking and distribution of financial products.
The company operates from 534 branches across 25 states
and 90% of branches are located in Tier II, Tier IIl and Tier IV
towns. The company has AUM of Rs.33700 crores with Net
NPA of 2.1% and healthy ROA of 3.8%. Disbursement of CIFCL
increased to Rs 16380 crores in FY16 from Rs.12808 crores in
FY15.

Cholamandalam MS General Insurance is one the fastest
growing general insurance companies in India and ranks
7th among the private general insurance company in India.
The company is in joint venture with M/s Mitsui Sumitomo
Insurance Company Ltd., Japan (MS) which held 40% stake.
The product portfolio comprises of accident, engineering,
health, liability, marine motor, property, travel and rural
insurance for individuals, SMEs and corporates. The Gross
Written Premium (GWP) registered a growth of 30% to Rs.
2466 crores in FY16. (Previous Year Rs.1896 crores). The
company has high rural penetration through 105 branches
and over 9000 agents.
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Disbursement (in Rs Crs)

16380

13114 12808

12118

FYL2

FY13 FYl4 FY15 FYL6

mTIIL = Mitsui Sumitomo

Share Holding

‘ Rs Crores

YTD June 16 FY15-16
GWP 652 2466
PAT 49 148

Demerger Details

The Board of TIIL approved the demerger of manufacturing business into TI Financial Holdings Ltd (TIFHL), whereby
each shareholder of TIIL will receive one share of the manufacturing business for every share held in TIIL. The current
TIIL will carry on financial services business which is Cholamandalam Investment and Finance Company Ltd and
Cholamandalam MS General Insurance. Manufacturing business would be carried on under TIFHL which will comprise of
business of manufacturing tubes, strips, tubular components, bicycles, industrial gears etc. and 70% stake in Shanti

Gears.
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Description Q2FY17 Q2FY16 ‘ YoY% H1FY17 H1FY16

Net Sales 981.75 962.68 1.98 2054.10 1966.67 4.45
Total Expenditure 883.12 871.81 1.30 1849.73 1789.5 3.37
Operating Profit (Excl OI) 98.63 90.87 8.54 204.37 177.17 15.35
Other Income 18.41 8.99 104.78 28.71 11.02 160.53
EBIDTA 117.04 99.86 17.20 233.08 188.19 23.85
Interest 16.73 35.52 -52.90 41.26 70.15 -41.18
Extraordinary item 0.00 0.00 0.00 0.00 0.00 0.00
EBDT 100.31 64.34 55.91 191.82 118.04 62.50
Depreciation 29.40 27.19 8.13 57.29 53.85 6.39
Tax 17.11 11.93 43.42 38.33 20.96 82.87
Reported PAT 53.80 25.22 113.32 96.20 43.23 122.53
EPS (Rs) 2.87 1.35 112.59 5.13 2.31 122.08

Standalone Income Statement (Figures in Rs. Crs)

Y/E March FY13

Net Sales 3565.54 3525.57 3827.77 3940.97
Total Expenditure 3265.05 3223.09 3506.77 3589.03
Operating Profit (Excl OI) 300.49 302.48 321.00 351.94
Other Income 36.97 48.11 37.14 34.41
EBIDTA 337.46 350.59 358.14 386.35
Interest 106.67 125.19 139.98 136.95
EBDT 230.79 225.40 218.16 249.40
Depreciation 79.77 84.24 97.01 110.60
Extraordinary item -3.81 0.06 34.00 784.98
Tax 43.25 47.15 34.29 193.89
Reported PAT 103.96 94.07 120.86 729.89
EPS (Rs) 5.57 5.03 6.46 38.96

Note:* Extraordinary income from investment
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Unaudited Standalone Balance Sheet (Figures in Rs. Crs)
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Y/E March FY13
SOURCES OF FUNDS
Share Capital 37.33 37.38 37.43 37.47
Reserves 1144.01 1201.46 1283.10 1901.81
Total Shareholders’ Funds 1181.34 1238.84 1320.53 1939.28
Non-Current Liabilities
Long-term borrowings 630.36 638.04 781.13 375.00
Other long-term liabilities 0.00 0.00 0.00 0.00
Long-term provision 0.00 0.00 0.00 0.00
Total Non-current liabilities 1811.70 1876.88 2101.66 2314.28
Current Liabilities
Short-term borrowing 303.17 302.93 339.61 265.82
Trade payables 485.41 584.51 625.00 612.44
Other current liabilities 441.42 516.50 395.90 826.23
Short term provisions 43.93 42.15 44.46 117.62
Total Current liabilities 1273.93 1446.09 1404.97 1822.11
Total Equity & Liabilities 3085.63 3322.97 3506.63 4136.39
Non-current assets
Gross Block 1299.75 1433.19 1732.20 1795.36
Less: Accumulated Depreciation 668.14 738.91 827.95 926.71
Impairment of Assets 37.05
Net Block 631.61 694.28 904.25 831.60
Capital work in progress 159.73 197.06 36.39 56.06
Non Current Investments 1444.01 1505.69 1523.18 1461.29
Long Term Loans & Advances 78.69 65.00 61.45 51.92
Other Non Current Assets 0.00 0.00 0.00 0.00
Total Non-Current Assets 2314.04 2462.03 2525.27 2400.87
Current Assets, Loans & Advances
Current Investments 0.02 0.02 0.01 0.00
Inventory 356.77 370.21 468.23 458.31
Sundry Debtors 394.40 445.94 477.94 490.85
Cash and Bank 33.27 30.27 25.73 734.55
Loans and Advances 35.47 63.30 61.90 87.69
Other Current Assets 3.95 3.24 4.25 6.08
Total Current Assets 823.88 912.98 1038.06 1777.48
Net Current Assets -450.05 -533.11 -366.91 -44.63
Deferred Tax Assets / Liabilities -52.29 -52.04 -56.7 -41.96
Total Assets 1811.70 1876.88 2101.66 2314.28
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Disclosure & Disclaimer

This document is solely for the personal information of the recipient and must not be singularly used as the basis of any
investment decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in
the securities of the companies referred to in this document (including the merits and risks involved) and should consult their
own advisors to determine the merits and risks of such an investment.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding
positions 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.

The information in this document has been printed on the basis of publicly available information, internal data and other
reliable sources believed to be true but we do not represent that it is accurate or complete and it should not be relied on as
such, as this document is for general guidance only. AUM Capital Market Private Limited (hereinafter referred to as “AUM
Cap”) or any of its affiliates/group companies shall not be in any way responsible for any loss or damage that may arise to any
person from any inadvertent error in the information contained in this report. AUM Cap has not independently verified all the
information contained within this document. Accordingly, we cannot testify nor make any representation or warranty, express
or implied, to the accuracy, contents or data contained within this document.

While, AUM Cap endeavors 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.

This document is being supplied to you solely for your information and its contents, information or data may not be
reproduced, redistributed or passed on, directly or indirectly. Neither, AUM Cap nor its directors, employees or affiliates shall
be liable for any loss or damage that may arise from or in connection with the use of this information.

AUM Cap is registered under SEBI (Research Analysts) Regulations, 2014. Further, AUM Cap hereby declares that -

e AUM Cap/its associates/research analysts do not have any financial interest/beneficial interest of more than one
percent/material conflict of interest in the subject company.

* AUM Cap/its associates/research analysts have not received any compensation from the subject company(s) during the past
twelve months.

e AUM Cap/its research analysts has not served as an officer, director or employee of company covered by analysts and has
not been engaged in market making activity of the company covered by analysts.

AUM Capital Market Private Limited

Registered Office: 5, Lower Rawdon Street, Akashdeep building 1st Floor, Kolkata - 700020; Phone: +91(33) 24861040/43;
Fax: +91(33) 24760191

Website: www.aumcap.com; Email: aumresearch@aumcap.com




