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Dear Shareholders,

Unaudited Consolidated Financial Results for the six months ended 30
th

 September 2010

It gives me great pleasure to share with you the performance of the Company during the first half of the current

financial year.

Consolidated Top Line Summary

Consolidated Net Sales for the half-year was Rs. 760 crores (Rs. 601 crores for the same period of 2009-10),

an increase of 26%. All business segments i.e abrasives, electrominerals and ceramics witnessed substantial

growth. This was made possible by the improved market conditions in all major geographies in which the

Company operates. Demand pull was strong from all major customer segments. Capacity utilization was at its

peak across most business segments driven by high order inflows.

Consolidated Earnings Summary

Operating EBITDA (i.e Earnings before Interest, Tax and Depreciation and Other Income) for the half year grew

by 30% from Rs.112 crores to Rs. 146 crores. Depreciation for the half year was higher at Rs.25 crores (previous

year Rs.23 crores) consequent to the capital expenditure of the current year and also the full impact of the capital

expenditure of last year. Interest costs were lower at Rs.13 crores (previous year Rs.18 crores) as a result of

the low interest rate regime, as also higher cash generation from operations. Profit before tax and exceptional

items was at Rs.109 crores (previous year Rs.75 crores), a growth of 46%.

The Company continued its strategy of divesting non core assets to fund its growth initiatives. This yielded a one

time profit of Rs.23.5 crores. As a result, profit before tax was higher by 77% i.e Rs.132 crores versus

Rs.75 crores last year. The Net profit after tax increased by 85% (Rs.85 crores versus Rs. 46 crores).

Consolidated Segmentwise Performance

Abrasives

Abrasives, which is the largest business segment, registered an increase of 22% in revenues. Consolidated sales

for the half year was Rs.328 crores (Rs.268 crores for the corresponding period of last year). This growth was

made possible by the higher off take from various market segments in India, Russia and North America.

Sales of abrasives of the company, on a standalone basis registered a growth of 20%. Off take was strong

particularly in the direct customer segment. Marketing initiatives were focused on generating sales from the more

profitable segments of the market. Bonded abrasives witnessed stronger sales growth than the coated segment,

where competition continues to be intense. Competition was stiff both from local and international players. Market

share was retained through product differentiation and by leveraging application engineering skills. Sterling

Abrasives, which caters to certain high margin segments of the bonded abrasives business, registered a 37%

growth in sales. Wendt India, the joint venture with Wendt GmbH, which addresses the super abrasives market,

registered a 60% growth in sales.

In Russia, sales of abrasives registered a 72% growth over last year. Growth was driven by improved off-take

from auto, auto component and steel markets. The Chinese operations primarily focused on servicing the

requirements of thin wheels and other abrasives of the Indian and Russian operations and customers in Europe

and Middle East. The operations have been stabilizing and performance will further strengthen in the oncoming

quarters. Sales of abrasives to the North American markets, through CUMI America and CUMI Canada stood

at Rs.6 crores (previous year Rs.7 crores).

The overall profitability margins of the abrasives business improved. Profit before interest and tax in absolute

terms, increased by 45% i.e. from Rs.28.6 crores to Rs.41.6 crores.



Electrominerals

Electrominerals, the second largest business segment continued its strong performance run, with a 33% growth

in half-yearly sales (Rs.285 crores vs Rs.214 crores). All major product groups viz. silicon carbide, fused alumina

and zirconia did well recording higher sales.

The electro minerals business in India did well registering a growth of 27%. All three major product groups viz.

silicon carbide, brown fused alumina, white fused alumina registered  higher sales. The market for fused minerals

was positive with all user industries doing well. Off take from all user industries viz. abrasives, refractories and

engineering was strong. Price realization showed an increasing trend. The photovoltaic market is back strongly

after the recessionary trend seen in Europe, during the last year. With an increasing interest from the US, India,

China and Japan, the photovoltaic industry is once again in an investment mode and ramping up of capacities.

This has helped the Indian operations to increase sales of silicon carbide micro grits compared to last year.

Silicon carbide sales of Volzhsky Abrasive Works, Russia, increased by 34%.  In South Africa, Foskor Zirconia

Pty Ltd., which is on a comeback trail, consolidated its first half performance with a 71% growth in sales.

Profitability of the business continues to be under pressure given the steep appreciation of the South African

currency and increase in input costs.

Profit before interest and tax of the electro minerals business, increased by 23% i.e. from Rs.45.8 crores to

Rs.56.5 crores. Despite the increase in input costs, the business improved its overall profitability by leveraging

the benefit of increased sales coupled with tight control on fixed costs.

Ceramics

The Ceramics business registered a 25% growth in half-yearly sales (Rs.165 crores vs Rs.132 crores).

Both product groups viz. Industrial Ceramics and Super Refractories performed well.

In Super Refractories division, both fired refractories and monolithic recorded higher sales. Off take from Carbon

Black, Cement and Steel industries was strong. Anti-corrosives recorded lower sales due to lower project orders.

In Industrial Ceramics, sales of metalized cylinders continued to grow at a brisk pace with important new

customers being added. Exports of wear resistant tiles continued to do well, with strong off take from North

America and South Africa. In Australia, CUMI Australia registered lower sales during the half year due to intense

competition from China.

The Company's joint ventures, in the refractory business, viz. Murugappa Morgan Thermal Ceramics Ltd. and

Ciria India Limited registered a 33% and 70% growth in turnover respectively.

Profit before interest and tax of the Ceramics business segment, increased by 20% i.e. from Rs.25 crores to

Rs.30 crores.

Outlook

With the mood in the domestic economy being positive and the global market segments catered to by the

Company's various businesses gathering momentum, the growth trends of the first half of the year is expected

to continue during the second half of the year.

The consolidated unaudited financial results for the six months ended 30
th
 September 2010, which was published

in accordance with Stock Exchange requirements is enclosed.

I thank you all for your continued support and patronage. As we are nearing the end of the year 2010, I would

like to take this opportunity to wish yourselves and your families a very Happy and Prosperous 2011.

With warm regards

M M Murugappan
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