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demand is created rather than fought over. That there is ample opportunity for growth that is both profitable and apid

In.a manner of speaking, competition is irrelevant because the rules of the game are waiting 10 be set. We atg

ly searching the wider, deeper potential of market space that is not yet explored.
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To sustaln themselves gl the marketplace most comﬁamesf,ocus on bu1|d|ng advantages ovér the competmon usual|y

< by* assessmg what competrtors do and strlylpg to do it better Here grabbjng a blgger share of a finite market is seen
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that market boundarres eX|st onIy;m ménagers minds, and they do not let exnstmg market structures limit the:r thlnklng'

To us, extra demand is out there, largely untapped. The crux of the problem is how 1o creal_eall.c o T ,-~requ1res

a shift of attention from supply to demand, from a focus on competmg t ocus o creatlng mnovatlve value to untock
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GRARMAN'S MESSABE

Dear Shareholders,

A difficult year has gone by. Today, there is reason for cheer. The recession that rocked the world and sent economies
into total tailspins is waning. The process of recovery is slowly but stealthily under way. China and India have been leading
the recovery process globally. Other Asian countries, too, have been faring much better than their counterparts in Europe
and America. Many economies like Hong Kong, Malaysia, the Philippines, Singapore, South Korea, Taiwan, and Thailand
have snapped back to sharply positive growth in the second quarter of the current year after large output declines in the
preceding two. Indonesia has resurged on the upswing. In China, the estimated quarter-on-quarter annualized GDP growth
rate, which fell to a decade-low of about 4 percent at the end of 2008, picked up nearly four times in the second quarter
of this year.

India has fought the downturn with great gallantry. Indeed, the robust Indian economy with deep roots in its huge domestic
consumer base, has balanced an extremely difficult tightrope walk with élan. The government has handied the crisis with
prudence. Besides infusing money in the system, it has ventured to revive demand, liquidity and credit in the domestic
market. It has renewed focus on inclusive growth in its domestic economy. Alongside, it has revved up new projects,
reworked its IT strategies and refocused on infrastructure as a prime generator of employment, income and demand. The
infrastructure sector has been earmarked as a prime generator of employment, income and demand in the next five years.
In the last five years, the GDP of the Indian economy had grown at an average of 8.5 percent p.a. This year, despite the

setbacks and challenges, it has been targeted to achieve a GDP rate of around 6.7 percent.

What is most encouraging is that the Indian auto market holds enormous promise. Domestic auto sales grew at no less
than 20 percent year-on-year in September 2009. The passenger cars segment grew at around 24 percent in generic
terms. Profitability peaked. The unprecedented jump in auto sales resulted in a scenario of excess demand relative to the
aggregate supply capacity. While prolonged excess demand may actually trigger some cost push inflation in the immediate
future, there is no denying that the industry has huge opportunities waiting to be tapped. It has generally been performing
well despite high raw material prices. The potential for growth in the next five years is immense. With vigorous industrial
growth plans in place, more and more new roads and highways will be imperative which, in turn, will augur better and

brighter business prospects for the auto, tyres and auto ancillaries sectors.

In a year fraught with challenges your Company performed brilliantly. The Falcon story, very simply, was one of never
giving up in the face of adversity. It was a story of courage and human endeavour, of will and tenacity way beyond the
ordinary. A crisis — | had read long ago - is like a double-edged sword. You can either let it kill you or you can grip it hard

and make it your winning weapon. Falcon did the second.
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It seized the opportunities latent in the crisis with some prudent planning and bold innovative decisions. It adopted a
contrarian approach to product pricing and marketing to ensure a healthy balance between its OEM customers, the
replacements segment and exports. It reworked at leveraging the redoubtable Dunlop brand. Alongside, it revisited its
policies for raw materials, inventories, R&D and human resources. The focus, concurrently, was on quality, delivery and
customer service. Together, they made the business mantra - the best possible quality at the best possible price — a
mantra that pervaded the collective consciousness of Falconites like men possessed. | can affirm with conviction that
Falcon, in the year ahead, will remain firmly committed to its OEM, replacement and international customers to deliver the

finest quality products at competitive prices with speed, efficiency and proactivity.

The future holds promises aplenty for your Company. A major capacity expansion program is on the anvil. It will enhance
the present production capacity by over 50%. The recent strategic acquisitions will ensure effective backward integration
and further capacity augmentation. Above all - the will, drive and determination of its people will turn its dreams to
palpable reality.

The market will remain buoyant. Over the next few years, the two-wheeler segment will continue to be very competitive
as more and more rural and semi-urban youth get inducted into industrial employment. Low-cost cars and-hatchbacks,
too, will enjoy significantly enhanced market shares. It gives me great pride to envision a young and jubilant india riding
on the wheels of Falcon. To all of us, it will be hugely rewarding to see Falcon emerge big and strong — a frontrunner in
the two and three-wheeler tyres industry. Many of us will be fortunate enough to see in our lifetimes the transition of rural
India from survivors to consumers of definitive identity.

We, at Falcon, will embrace challenges with confidence as we have always done. We will continue to view our business
not just in terms of rising top and bottom lines but as greater opportunities to serve society the best way we can.
Our commitment to our corporate social responsibilities will continue to form the ethical, moral and spiritual fabric of our

business operations.

As a corporation thriving on the sirength of its core values your Company would emerge an active player as India transits
itself from a developing to a developed nation by 2020. It is not crystal ball-gazing. It is a firm, deep-rooted conviction
emanating from an organization whose people have a very clear vision of the road ahead and the resolve to make it happen
through commitment, effort and steely resolve.

Yours sincerely,

qdrv»»ltv/t"_;

/

Pawan K. Ruia
Chairman
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