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RATING RATIONALE

23 March 2020
East India Securities Limited

Brickwork Ratings Reaffirms the ratings for the Bank Loan Facilities of
East India Securities Limited

Particulars:
Amount (X Crs) Rating*
Facility** . Tenure Previous
Previous Present (Nov 2018) Present
BWR A BWR A
Fund-based (Cash ‘Stable’ ‘Stable’
Credit) 40.00 40.00 # Long Term Reaffirmed
Total 40.00 40.00 INR Forty Crores Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
** Details of Bank facilities ares provided in Annexure-I

# Intraday limit of Rs 80 Crs

RATING ACTION / OUTLOOK

Brickwork Ratings (BWR) reaffirms the rating of the bank loan facilities of East India Securities
Limited (EISL) at “BWR A” with a Stable outlook. The rating continues to factor in the long
track record of promoters in capital markets and the financial services industry, comfortable
capitalisation, steady financial performance and nature of the cash credit facility being rated,
which is backed by the pledge of central and state government securities, PSU bonds and
corporate bonds with a low risk rating besides a cash margin of at least 10%. The rating is
constrained by a susceptibility of income and profitability to the volatility in capital markets and
competition from other brokerage houses.
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KEY RATING DRIVERS
Credit Strengths

Long track record of operations: The company was incorporated in 1995 and has a long track
record of operations in capital markets and the financial services industry. Promoters have good
experience in arbitrage trading, hedging and algorithmic trading. EISL has a qualified team to
effectively address risks arising due to changes in regulatory policies. EISL also provides other
financial-market-related services, such as equity and debt broking, and is one of the largest
market makers for Exchange Traded Funds (ETFs) in India.

Comfortable capitalisation: The company’s net worth steadily increased over the years. EISL’s
net worth has increased from Rs 304 Crs as on 31 March 2018 to Rs 348.28 Crs as on 31 March
2019 and further to Rs 371 Crs as on 30 September 2019. The company only had cash credit
limits from banks against a 100% pledge of government and debt securities with nil outstanding
at the end of the year, resulting in negligible gearing as on 31 March 2019 and 30 September
2019.

Steady financial performance: EISL reported total income of Rs 67.16 Crs and net profit of Rs
44.27 Crs during FY'19, compared with Rs 61.98 Crs and Rs 42.90 Crs, respectively during the
previous year. The increase in income was on account of an increase in trading volumes across
the equity, currency and derivatives segments. The company’s surplus liquidity is being parked
in the form of money market and liquid mutual funds, fixed deposits and government securities.
The company generates healthy interest and dividend income from these investments. The
company has reported a total income of Rs 34.90 Crs and net profit of Rs 22.72 Crs during first
half of FY20.

Credit Risks

Volatile nature of industry: EISL’s income and profitability are exposed to volatility as
transaction volumes would depend on overall buoyancy in debt capital markets and other asset
classes, which can exhibit periodic volatility and impact income. Any loss in the equity or
derivative trading activities may adversely impact profit margins. However, EISL uses various
products to mitigate such risks. The company focuses on algorithmic trading, hedging and
arbitrage trading, and losses are minimised through various trading strategies.
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ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

For arriving at its ratings, BWR has considered the standalone performance of EISL. BWR has
applied its rating methodology as detailed in the Rating Criteria (hyperlinks provided at the end
of this rationale).

RATING SENSITIVITIES

Positive: The rating may be upgraded if the company’s income and profitability show sustained
improvement.

Negative: The rating may be downgraded if the company’s income and profitability decline
from current levels.

LIQUIDITY POSITION: ADEQUATE

The company has availed a cash credit limit of Rs 40 Crs from a bank, and its utilisation levels
are low. The company has no other borrowings apart from the cash credit limit. The gearing was
nil as on 31 March 2019 and 30 September 2019. The company had fixed deposits of ~ Rs 195
Crs, which were placed as a margin to stock exchanges and liquid investments of Rs 4 Crs as on
31 December 2019.

COMPANY PROFILE

East India Securities Limited (EISL) is a financial services company incorporated in 1995 in
Kolkata; it is engaged in arbitrage trading, hedging and algorithmic trading activities, and it also
offers stock broking and other financial market services. The company offers a complete
spectrum of financial services, including trading in stock exchanges in all segments, demat
accounts of NSDL and CDSL, clearing services, mutual fund services, fixed income and bonds.
EISL has a dedicated fixed income broking desk and institutional equity desk in Mumbai to cater
to a range of market participants such as banks, financial institutions, mutual funds, insurance
companies, retirement trusts, corporates and HNIs. The company’s shares are listed on the SME
platform of BSE Limited.
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Key Parameters Units FY18 FY19
Result Type Audited Audited
Total Income (in Rs Cr) 61.98 67.16
Net Profit (in Rs Cr) 42.90 44.27
Tangible Net Worth (in Rs Cr) 304.01 348.28
Gearing (in times) Nil Nil
Total Assets (in Rs Cr) 406.20 431.65

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: NA

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY: NA

RATING HISTORY
Instrument / . 7 .
Facilities Current Rating Rating History
Tenure Amount
(Long Term/ | o ‘é“ | Rating | 20 Nov2018 | 2017 2016
Short Term) SIS
Fund Based (Cash BWR A BWR A
Credit) Long Term 140.00% | g ple ‘Stable’ NA NA
Total 40.00 INR Forty Crores Only

# Intraday limit of Rs 80 Crs.

COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit www.brickworkratings.com/download/Complexityl.evels.pdf
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Hyperlink/Reference to applicable Criteria

e General Criteria

e Banks & Financial Institutions
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Analytical Contacts

Investor and Media Relations

Nirav Shah

Senior Analyst - Ratings

+91 22 6745 6623
Nirav.s@brickworkratings.com

Vydianathan Ramaswamy

Director - Ratings

+91 22 6745 6660
Vydianathan.r@brickworkratings.com

Liena Thakur

Assistant Vice President - Corporate Communications

+91 84339 94686
liena.t@brickworkratings.com

www.brickworkratings.com

Page 5 of 6


http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-BanksFinancialInstitutions.pdf

ko, ©

¥ X
Mrickwork’
. % @
7 T 1 N ©
East India Securities Limited
ANNEXURE I
Details of Bank Facilities rated by BWR
SIL. No. Name of the Type of Long Term Short Total
Bank Facilities {(Rs Crs) Term (Rs Crs)
(Rs Crs)
1 Federal Bank | Cash Credit 40.00 -- 40.00 #
TOTAL 40.00

Total Rupees Forty Crores only.
# Intraday limit of Rs 80 Crs

For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital
or electronic media. While it may be used by you acknowledging credit to BWR, please do not change the wordings in the
rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone has the sole right of sharing
(both direct and indirect) its rationales for consideration or otherwise through any print or electronic or digital media.

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, accredited by RBI and
empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services. NABARD has empaneled
Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of New and Renewable Energy (MNRE),
Government of India. Brickwork Ratings has Canara Bank, a leading public sector bank, as its promoter and strategic partner.
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh, Chennai,
Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other
reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it
does not examine the precision or completeness of the information obtained. And hence, the information in this report is
presented “as is” without any express or implied warranty of any kind. BWR does not make any representation in respect to the
truth or accuracy of any such information. The rating assigned by BWR should be treated as an opinion rather than a
recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses incurred by users from any
use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any time for any reasons
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