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CRISIL Equities assigns IPO grade 3/5 to Endurance Technologies Limited

CRISIL Equities has assigned a CRISIL IPO grade of "3/5" (pronounced "three on five") to the proposed
initial public offer (IPO) of Endurance Technologies Ltd (Endurance). This grade indicates that the
fundamentals of the IPO are average relative to other listed equity securities in India. However, this grade is
not an opinion on whether the issue price is appropriate in relation to the issue fundamentals. The grade is
not a recommendation to buy, sell or hold the graded instrument, or a comment on the graded instrument's
future market price or its suitability for a particular investor.

The IPO grade assigned to Endurance factors in its strong position in the auto-component segment - not only
a tier-1 vendor to companies like Bajaj Auto and the Fiat group but also poised to benefit from the expected
growth in the sector. The auto components sector is set to register a CAGR of 14% to reach Rs 2,240 bn
over the next five years, as per CRISIL Research.

The grade also factors in the advantages arising from its strong 25-year relationship with Bajaj Auto.
Endurance derives about 50% revenues from Bajaj Auto. In FY08 and FYQ9 each, Endurance’s sales made
up 19% of Bajaj Auto’s raw material consumption while for FY10 it was16%, thereby indicating significant
interdependence between the two companies.

Besides, the grade takes into account that in the past five-seven years, Endurance has diversified itself from
being a two-wheeler castings provider to Bajaj Auto to a multi-product supplier across the two-wheeler and
four-wheeler space, through a series of acquisitions, technical collaborations and in-house R&D.

The grade is moderated due to the high dependence on few clients for revenues (Bajaj contributes ~70% of
domestic revenues). Also, past strategies of aggressive acquisition of European niche auto-component
players through foreign currency loan (repayable in Japanese yen, USD and Euro) along with internal
accrual as well as private equity investment have led to write-off of certain European acquisitions and forex
loss on account of appreciation of foreign currencies against INR. These led to a wipe-off of company’s net
worth in FY09, and it had to revalue certain assets to have positive net worth. Had the revaluation not been
conducted, it would have had reserves and surplus of negative Rs 426 mn in FY09 with share capital of
Rs 170 mn.

About the company and the issue

The promoter, Mr. Anurang Jain, commenced aluminium die-casting operations in 1985 through Anurang
Engineering Company Private Limited (AECPL). Endurance was incorporated on December 27, 1999, to
manufacture suspension and transmission components. In 2006, AECPL was amalgamated with Endurance.
In December 2006, the company acquired Amann Druckguss GmBH, Germany, which manufactures high-
end aluminum die casting for European luxury car manufacturers and, in March 2007, the company took a
controlling stake in Italy-based Fondalmec S.p.A., engaged in machining of die-casting components for the
automotive sector. These acquisitions broadened Endurance’s customer portfolio, which now includes Fiat,
Daimler, Audi AG, Porsche AG, Magyar Suzuki, etc. In June 2008, Endurance entered into a joint venture
agreement with Magneti Marelli S.p.A. (part of the Fiat Group) to manufacture and sell struts and shock
absorbers for four wheelers and above vehicles. The company’s products include (a) aluminium die-casting
products, (b) suspension products for two-wheelers and three-wheelers, passenger vehicles, LCVs and
HCVs, (c) transmission products, for two-wheelers, three-wheelers and four-wheelers (d) brake products for
two-wheelers and three-wheelers.
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Endurance’s consolidated operating income grew at a CAGR of 2.8% between FY08 and FY10 to Rs 23 bn,
as the standalone entity’s operating income growth (12% CAGR to Rs 15.8 bn in FY10) was offset by
declining operating income in its European subsidiaries. Consolidated EBITDA margins declined from
9.9% in FYO08 to 7.4% in FYQ9 due to a sharp decline in margins of European subsidiaries. However, the
consolidated EBITDA margin rebounded in FY10 to 13.8% due to the jump in domestic sales volumes and
milder commodity environment which boosted standalone entity’s margins to 17.0%. Due to lower
EBITDA margins and investment write-offs, the company incurred losses at the consolidated level in FY08-
FY09. It made a marginal profit of Rs 39 mn (PAT) in FY10 largely due to a re-bound in EBITDA margins

Endurance is a professionally-run company and has put in place adequate corporate governance processes
and systems. The senior management consists of people well-experienced in the auto component industry.
Also, as all the promoter group companies now stand amalgamated, the company is expected to get
undivided promoter attention.

Endurance will use the IPO proceeds to fund the repayment of certain loans amounting to Rs 2,068 mn, to
fund the Rs 2,040 mn prepayment of loan and to invest Rs 500 mn in capital expenditure and capital
equipment.

About CRISIL IPO Grading

CRISIL IPO (Initial Public Offering) Grading is an opinion on the fundamentals of the graded issue that
reflects CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation
to other listed equity securities in India. The assessment is based on a grading exercise carried out by
industry specialists from CRISIL Research. A CRISIL IPO Grade 5/5 indicates strong fundamentals and a
CRISIL IPO Grade 1/5 indicates poor fundamentals. CRISIL IPO Grading reflects its assessment of the
graded company's equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL IPO
Grade should not be construed to mean a comment on the price of the graded security nor is it a
recommendation to invest or not to invest in the graded security.
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About CRISIL Limited
CRISIL is India's leading Ratings, Research, Risk and Policy Advisory Company.

About CRISIL Research

CRISIL Research is India’s largest independent, integrated research house. We leverage our unique,
integrated research platform and capabilities spanning the entire economy-industry company spectrum to
deliver superior perspectives and insights to over 750 domestic and global clients, through a range of
subscription products and customised solutions.
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CRISIL PRIVACY NOTICE

Contacting us via e-mail or registering with CRISIL reveals your e-mail address and any other information you include such as phone number and/or mailing
address. We will use this information to help us process your registration, fulfill your request or respond to your inquiry. All of your personal information will be
stored in a secure database in India. Access to this database is limited to authorized persons.

Occasionally, we use data collected about customers and prospects to inform them about products or services from CRISIL, and our parent company Standard &
Poor's (a subsidiary of The McGraw-Hill Companies), and reputable outside companies that may be of interest to them. Many of our customers find these e-mail
promotions valuable, whether they are shopping for merchandise, taking advantage of a special offer, or purchasing unique services. On rare occasions, and subject
to applicable laws, CRISIL may also share your information with outside "3rd Party" vendors who will be authorized to use this information solely to perform
services (such as a "mailing" house) on our behalf.

If at any time you would like your name removed from lists that are shared for promotional reasons within CRISIL, Standard & Poor's, and with other units of The
McGraw-Hill Companies, or with third parties simply send a written request to privacy@crisil.com or Privacy Official, CRISIL House, Central Avenue,
Hiranandani Business Park, Powai, Mumbai - 400 076, India.

You can also send an email request to privacy@crisil.com if you would like to confirm the accuracy of the information we have collected from you, or if you have
questions about the uses of this information.

For more information about The McGraw-Hill Companies Privacy Policy, please visit www.mcgrawhill.com/privacy.html

Last updated: 01 January, 2010

Disclaimer

A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in
relation to other listed equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating.
Every CRISIL IPO Grading is based on the information provided by the issuer or obtained by CRISIL from sources it considers reliable.
CRISIL does not guarantee the completeness or accuracy of the information on which the grading is based. A CRISIL IPO Grading is not a
recommendation to buy / sell or hold the graded instrument; it does not comment on the issue price, future market price or suitability for a
particular investor.

CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters /
distributors of CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-
33423561, or via e-mail: clientservicing@crisil.com.

For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings

This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press
release may be used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However,

CRISIL alone has the sole right of distribution of its Press Releases for consideration or otherwise through any media including
websites, portals etc.
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