Hera s what 1he Mumiba based newipapar Daily
Mews and Analysis has to say: "They are puny when
compared to global peers like the Toyotas,
Accentures, Delphis, ABEs and Plizers of the warlo
Hut a recent study reveals that amaong emerging
global companies, 21 Indian companies have the

potential 1o ermerge as serious challengers, " Apart
from the usual suspocts like companies from
the Tata group, Reliance and ONGC, the second
largest forging company in the world, Bharat
Forge finds a proud place in this carefully
vetted list of Indian companies with the

brightest future in fiereely competitive global
markets. The list has been prepared after a
detailed research and study undartaken jointly
by the Boston Consulting Group and
Confederation of Indian Industries.

Definitely not as high profile as groups and
companies like Tata, Birla, Reliance and Bharti,
Bharat Forge has navertheless emerged as one of
the hatiest kids on the Block, scouring the glokal
financial markets to raise cheap cash to finance an
ambitious global acquisitions spree that promises
to catapult Bharat Forge as the largest forging
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company in the world. Far a manufacturing
campany - from 1the aulo components stable - that
wias unifermly rated as one of the mest
uncompetitive and poor quality secters of India in
the weorld, that speaks volumes. Thanks in part to
the vision and tenacity of the top management of

Bharat Forge, led by Chairman Baha Kalyani

Just a few recent news items related to the
company reveal how steadily it is Qg ing as ana
al the leading auta componentis companies

n the world, On Apeil 18, 2006, Bharal Forge

successfully raised 3 B0 million through a two
franche convertible bond issue that was managed
by CitiGroup. The first tranche aof 3 40 milllon

has been issued at a premium of 40% of the current
shara price of Bharat Forge in the Natienal Stock
Excharge {India) while the second tranche of § 40
millian has fetched a fabilous 60% premium, How
could Eharat Forge manage such a feat? According
to equity research autfits, the company is very weall
managed, has o clear vision and is clearly on a rall
Says a report prepared by BAK Research on Bharal
Forge prior fo this bond issue: "With the company
setting up a base in China (through a 52%-owned

g



Lotal revenue of the company. Bharat Farge has
alsa baen successful in making significant headway
im supplying engine and suspensian companents 1o
prestigious European OEM's. Bharat Forge now has
S0international customers. These include major
customers such as Daimlar Chrysler, Caterpiliar
Perkins, Renault Wehlicle Industries, Valvo, Honda,
Cummins, Dama, Arein Medtor and T|:-:|-:|I.=| M
wonder Bharat Farge proudly boasts of being
India's largest expatiter of aulo components, It
greets wisitors on ibs websiie with: "Bharat Fr_‘-rgE
Ltd., the flagship company af the US $1.5 billion
Kalyan Growg, 15 8 Full Service Supplier’ of engine

& chassis campenenls, 1Lis the |F-'GF":-'. syporter of

[oint wveniura), we expact this venture (o emerge as auto components from India and leading chassis

2 big contributor to the company's revenue over the component manutacturer in the warld, With

next twie- o three years. Focus on non-automotive manulacturing facilities spread over 9 locations and
business will halp the company in getting & cocuntrias - two in India, three in Germany, one in
Incremental growth {and) with strong visibility for Sweden, one in Scotland, one in Marth America and
the utilization of existing capacity and a healthy one in China, the company manufactures a wide

balance sheet with impressive cash flow range of satety and critical companents far

generation, we [eel that Bharatl Forge is maoving pazsenger cars, commergial vehicles and diesel

| " Jimgs. | = 0 Jrny &ir "1 '; "o
toward the self-sustaining growth phase gng e Ccompany alsa manulaciures

'\.|:|-e"'l:|.'||:.'-.":| compondnls far the ra |-.=.-n:|.'

The BEK report mentions the second bit of construction equipment, ol & gas and many other
recent news that is clearly a feather in the inclustiies, The group s ¢ven capable of producing
company's cap. The company recently launched large volume parts in hath stesl and alvmenum

operations of a Chinese subsidiary called FAW
Eharat Forge (Changchun) Co. Ltd where it
holds & 52% stake. This will be a major boost for
the company because FAW will be supplying
components to one of the fastest growing
automobile markets in the world, According 1o
latest data, the Chinese automobile industry is
growing in excess of 25% with annuwal sales of
automobiles already having crossed 5 million -
the third largest after the United States and
Japan. Im comparisan, the Indian autamohbile
industry has just about managed to cross the

one million mark in sales ln 2005-06. Way back in 1961, when Bharat Forge was born as
a campany, few could have imagined that the
Since 1937, the company has been relentlessly company will go sa far in the futwre. India was a
fellewing a global strategy though it had virtually sheltered and protected cconomy e those days and
no presence in global markets till then, By 2005, becoming world class was not even a gleam in the

eye. India had only a tiny automobile sectar and the
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nantra of impart subsutulion meant that Indian
companies - both in the autamobiles and the auto
companants sectors - constanthy lagged kEehind
nternational standards, Yet, Bharat Forge, like so
many ather Indan companies whose true
entrepransurial energies were hidden till the
1990s, managed to survive the sacalist era af tha
Incian economy by focusing on quality in its own
way, [Lis cnly when liberal econome policies were
auriched beginning 1991 that a company like
2harat Forge started ta find i1s true calling

r fact, it has traveled so far during ils corporate
journey toward global excellznce and
competitiveness that i1 roubinely features in media
reports about Indian companies that are adopling
the most effectwe IT solutions to improve guality
and competitivensss. On April 16, 2006, global
heavywaight HP had a majer announcement to
make: Bharat Forge had bought HP's Inteqgrity
servers with SAP to run its praduction, planning,
sales and manufacturing operations. Though the
exact amount of money that changed hands was
not specified, there was listle doubt that HP was
excited about the deal and the future passihilities
that extends up 1o almost 30 vears. The Integrity

range of servers being scld by HP run an ihe fres

open saurce saftware Linux, thereby considarably
reducing costs for companies like Bharat Forge.
Savs Rich Marcello, senior vice-president of HP
"Many of these IT organizations are implementing
thi latest technologies to create their data conters
af the future with infrastructure that lasts 20 to 30
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years. . and because govarnments play a role in all
thase countries, they are embracing Linux and ooan
sourdg, They maps well to how we have positionad
Integrity in terms af investment proteclion and for
creating open systems”

HE may e tam lemming its schisvemeants; but it s
cempanies like Bharat Forge that are going 1o reap
a harvest of penelits. And to be able ta leverage
this Eharat Forge hat gone on g g chal acquisition
spree that could be the envy ol any forging or auln
component company in the waorld, Here is 8
cheacklist of the compames and facilities that Bharat
Forge has acquired aver the lasl Tew yeais

Acquired Carl Dan Peddinghaus
GmbH & Co. KG (COP), ane of
the largest German Forging
Companies with plants in
Ennepetal and Daun.

Acquired COF Aluminiumtechnik
naw known as Bharat Forge
Aluminiumtechnik. Provided an
entry inta the hi-and & fast
growing aluminium component
business.

Acquired Federal Forge now
known as Bharat Forge America
Inc. Provided BFL with a
manufacturing presence n USA
one of its largest markets.

Acquired Imatra Kilsta, AB,
Sweden along with its whaolly
owned subsidiary Scottish
Stampings, Scotland (together
called as Imatra Forging Group).



Signed a IV with Faw

4 Corporation, the largest
autoamotive group in China. JV
was named FAW Bharat Forge.

That kind of an aggressive global strategy has been
hacked wp ol just ||||- successful elforts al rais rng
cheap maney in overseas markets, but also through
excellent perfaormances. In the financial year 2004
05, Bharat Forge posted profits in eacess of Rs 160
crares (Rs 1.6 Billion);, Domestic Sales increasen by
42 % ta 7.1 billicn; exports gresw by 53,3% o0 5.1
billion; profit Before Tax grew by 36 93% to As, 3.5
billion ard earnings per share grew from 32.02 in
2003-04 10 39.64

The vision of the company Is quite clear in the
speech given by Chairman Baba Kalyani to
investors during the Annual General Meeting In
20058: "Your caompany is at the forefront In
contributing to make "Made In India" a global
brand in the automotive industry, We have
been the country's largest exporter of
automotive components for the past four
consecutive years. We are suppliers to virtually
every global automotive DEM and to most Tler
1 suppliors to the industry, Almost every
vehicle that is manufactured in the world
carries a "Made by Bharat Forge” component.
We are now the second largest forging
company in the warld that is aspiring for global
leadership in the next 1-2 years. When that
happens we will be the first company in India
Inc, to have scaled such a high pinnacle. For my
colleagues and me, the journey of the past few

years has been exhilarating and | would like to
affirm to Members our determination and
cammitment ta achisve our gaal ™

You really gor't need words of your own when an
EAtFRQIEREUr CAR (L] |:_:-|:"\_-.'-:_'|:|d Fus Bwm Ecmpany ard
look at the kig picture of India emerging as the
newy pawerhouse. |n Baka Kalyani's words: "India is
fast gaining eminence a5 a "knawledge capital® of
the world. We are being perceived as an emerging
glabal R & [ hub tor a range of industries. 100 of
the Ferfune 500 companies besides olher global
Corparatians R, sl up :-r'n_; |||'_'|_'|.-"r_; cesingn A
RE&ED centers in India. On the consumer front, India
ranks as the most aptimistic market in Asia. 50% of
cul population was born after 1982 and this
constitutes a large, young, English speaking, highly
skillad and active worktorce - an advantage that na
althar cauntry, ing |_.|_I|||:;| Chink can maltch. Add 1o
that the amazing innovative spirit of Indian
sntreprensurs and you have & country that is ready
ta take on the warld!”

Inglia Unleashed has abways believed in not being
:'.ir.-r;.--_.- whon it comas 1o r:{-lr_'l:lr._l'lr'.l_; sucents both n
the corporate and the policy arena. And without
any doubt, Bharat Farge ranks as ane of the batter
amerging stars in the harizon-as mentioned ri|_'||1|: at
the beginning aof this article because of the BCG
study. Yel, the operative word 15 emerging because
while Bharat Forge is not even $1 billion in'sales,
the ailing and largest aulo componernts company in
the world is warth $27 billiond BFL, the company
with the world's largest single-site Torging facility
s1ill has miles ta gat
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