
 

Rating Rationale    27 July 2020 
 

ST COTTEX EXPORTS PRIVATE LIMITED 

Brickwork Ratings reaffirms the ratings for the Bank Loan Facilities of ₹ 250.27 Crores of 
ST Cottex Exports Private Limited 
 
Particulars 

Facility Issue 
Amount (₹ Crs) 

 
Tenure 

Rating* 

Previous Present Previous^ 
(Apr 2018) Present 

Fund  
Based  

CC 
Term Loan 

137.00 
48.43 

152.00 
78.27 

Long 
Term 

BWR A- 
(Stable) 

BWR A- 
(Stable) 

Reaffirmed 

EPC 5.00 5.00 Short 
Term BWR A2+ BWR A2+ 

Reaffirmed Non Fund  
Based ILC/FLC 15.00 15.00 

Total 205.43 250.27 Rupees  Two Hundred Fifty Crores & 
Twenty Seven Lakhs Only 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
 

RATING ACTION  

The reaffirmation in the ratings for the bank loan facilities of ST Cottex Exports Pvt. Ltd.                
(STCEPL or the company) factors in its sustained credit risk profile, indicated by comfortable              
debt metrics, gearing and profitability margins in FY20. Although the company’s revenues            
reduced by ~5% in FY20, due to lower realisations, its operating and net profit margins have                
improved over the last four years, aided by an expansion in the product portfolio and a nimble                 
business model with the ability to benefit from price arbitrages and demand patterns across              
geographies. The company also expanded its capacities by installing 24480 spindles for            
manufacturing compact cotton yarn last year, resulting in an increase in the total installed capacity               
by ~17%, which is likely to translate into sales growth of over 5% in FY21. The company availed                  
long-term debt to fund the expansion, which resulted in some moderation in the gearing and               
TOL/TNW ratios. The company’s short-term borrowings remained at elevated levels in FY20,            
compared with FY19, due to the higher stocking of raw cotton because of prevailing low prices.                
Confirmed exports orders, the continued availability of labor and adequate liquidity available with             
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the company helped it in limiting the Covid-19 impact, although uncertainties with respect to              
demand patterns in FY21 still persist.  

The ratings, however, continue to be constrained from the intensely competitive nature of the yarn               
manufacturing industry because of the presence of large numbers of organised and unorganised             
players with limited product differentiation. 

Covid-19 Impact 

The company has not availed the Covid-19 moratorium, as per the regulatory guidelines, and is               
regular in paying its interest and term loan installments. 

OUTLOOK: STABLE 

BWR believes the business risk profile of ST Cottex Exports Pvt. Ltd. will be maintained over                
the medium term. The Stable outlook indicates a low likelihood of a rating change over the                
medium term. The rating outlook may be revised to Positive in case revenues and the profit show                 
a sustained improvement. The rating outlook may be revised to Negative if revenues go down,               
and profit margins show lower-than-expected figures. 

Key Rating Drivers 

 Credit  Strengths:  

● Sustained financial performance: Although the company’s revenues declined by ~5%          
in FY20 from Rs 700 Crs (FY19) to Rs. 666 Crs (FY20) due to a lower sales realisation by                   
~9% on average, the production per day for FY20 increased by ~6% after adjusting for the                
11-day lockdown period towards the end of March 2020. The OPM and NPM of the               
company moderately improved from 10.91% and 2.82% in FY19 to 10.96% and 2.90% in              
FY20, respectively. While the ISCR deteriorated from 4.01x(FY19) to 3.41x(FY20) due to            
lower EBITDA by ~ Rs 3 Crs and higher interest costs by Rs. 2 Crs in FY20, the DSCR                   
remained flat at 1.44x as the cash accruals and debt repayments almost remained similar              
in FY19 and FY20. The company’s gearing ratio deteriorated due to incremental term             
loans (~Rs. 21 Crs) for capacity expansion and a higher utilisation of limits by ~Rs. 39 Crs                 
due to the company’s strategy of procuring raw cotton at cheaper prices in Q4FY20, using               
the bank limits. With an increased capacity of ~1.67 Lakh spindles and ~5000 rotors, the               
company expects to achieve projected growth of 5% in revenues, even as the demand              
outlook continues to remain uncertain due to the Covid-19 pandemic.  

● Limited Covid-19 Impact in Q1FY21: The company resumed operations with a limited            
capacity after a complete lockdown period of 20 days (21 March- 10 April 2020). The               
operations were scaled-up in a phased manner during April-May, and the company            
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achieved 98% of its capacity utilisation by end-May. The loss of sales in these two months                
was made good by the full resumption of activities in June, leading to a surge in sales due                  
to pent up demand. The company’s Q1FY21 sales stood at Rs 130 Crs, against Rs 167 Crs                 
in Q1FY20, while the company witnessed sales of Rs 69 Crs in June 2020 alone. The                
company expects a pick-up in domestic demand in the forthcoming winter season,            
especially in knitwear and hosiery products.  

● Diversified product mix: Over the last five years, STCEPL has focused on expanding its              
product portfolio from being a cotton yarn manufacturer (60% of the portfolio) to             
producing a variety of yarns, including PC yarns, PC melange yarns, open-ended yarns             
and fabrics. This diversification has helped the company in mitigating the product            
concentration risk. The company is an approved vendor for some reputed international            
brands, which helps it enter new markets and geographies.  

● Geographically diversified client profile: The company has diversified revenue streams          
coming from a variety of clients in the Indian and international markets. The             
domestic-exports proportions keep changing, depending on market dynamics. The major          
exporting destinations are Bangladesh, Korea, Portugal, the US, Latin America, and the            
EU. STCEPL’s domestic revenues constituted 61.09%, and exports constituted 38.91% in           
FY20.  

● Experienced and resourceful promoters: The company’s Directors Mr. Amit Gupta and           
Mr. Aman Gupta, sons of Mr Prem Gupta, are seasoned businessmen and have an              
experience of over two decades in the yarn industry. The promoters’ experience has             
helped the company establish long-term relationships with its suppliers and customers in            
domestic and international markets.  

Credit Risks:  

● Inherent industry Risks: The man-made yarn industry is characterised by cyclicality in            
earnings, overcapacity, high competitive intensity and low bargaining power with          
suppliers and customers. The yarn industry is also sensitive to supply-side constraints as             
cotton is an agricultural commodity, and the overall yield of cotton is highly dependent on               
agro-climatic conditions in the country. Furthermore, the industry’s performance is largely           
dependent on government regulations such as fixing the MSP for cotton, imposing or             
lifting barriers for international trade and competition from other exporting countries. 

● Uncertainty related to financial performance in FY21: The prices for raw cotton            
dipped from a high of ~ Rs 146 per Kg to ~Rs 108 per Kg in FY20, resulting in the low                     
realisation of the company’s finished products. The company’s performance in FY21           
largely depends on cotton prices, the extent of impact from Covid-19 and overall market              
dynamics. 
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Analytical Approach 

The ratings of ST Cottex Exports Pvt. Ltd. have been arrived at on a standalone basis after the                  
independent evaluation of its financial risk profile. For arriving at its ratings, Brickwork Ratings              
(BWR) has applied its rating methodology as detailed in the rating criteria below (hyperlinks              
provided at the end of this rationale) 

RATING SENSITIVITIES 

Positive: The rating may be upgraded if the company restores its gearing and debt coverage ratios                
to the previous level without increasing its debt, while also improving revenues and margins              
significantly and other critical factors favoring an upgrade. 

Negative: The rating may be downgraded if the company’s financial risk profile deteriorates             
significantly, resulting in, say an ISCR of less than 2.5x and a DSCR of less than 1.2x; the                  
company enters a large debt-funded CAPEX or a deterioration is noted in its liquidity profile. 

LIQUIDITY POSITION: ADEQUATE  

Adequate liquidity is indicated by the moderate utilisation of bank limits (~50% on an average for                
the last 12 months) leaving adequate credit lines with the company to be used whenever required.                
The company expects to generate sufficient internal cash accruals of ~Rs 51 Crs in FY21, against                
the maturing debt of Rs 13.73 Crs. The company’s ISCR stood comfortable at 3.41x owing to low                 
interest expenses, vis-a-vis comfortable EBITDA of ~ Rs 73 Crs in FY20. Furthermore, the              
company does not plan for any large debt-funded CAPEX in FY21 as it underwent capacity               
expansion worth ~Rs 51 Crs in FY20. The unsecured loans from the directors and their relatives,                
to the tune of ~Rs 21 Crs in FY20, and their ability to infuse fresh capital, in times of need, is a                      
positive factor.  

About the Company 
 
Promoted by Mr. Amit Gupta and Mr. Aman Gupta, ST Cottex Exports Pvt. Ltd. (STCEPL)               
commenced operations by taking over the cotton yarn unit of Shreyansh Industries Limited, with              
an installed capacity of 25,344 spindles. Over the years, STCEPL has grown to become a               
diversified textile player with a presence in cotton, synthetic and blended yarns and fabric thereof.               
The company has expanded its installed capacity to 1.67 Lakh spindles and 5,360 rotors at its                
manufacturing facilities in Ludhiana.  
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Company Financial Performance 
Key Parameters Units 2020 2019 

Result Type  Aud. Aud. 

Operating Revenue  Rs in Crs 666.65 700.52 

EBITDA Rs in Crs 73.04 76.41 

PAT  Rs in Crs 18.82 18.84 

Tangible Net worth Rs in Crs 144.79 125.95 

Total Debt/Tangible Net worth  Times 1.34 1.09 

Current Ratio  Times 1.29 1.19 
 

Key Covenants of the Instrument/Facility rated: None 
 
Non-cooperation with previous Rating Agency, if any: None 
 
Rating History for the last three years (including withdrawn/suspended ratings) (Amounts           
in Rs Crs) 

Facilit
y/ 

Instru
ment 

Current Rating  Rating History 

 22 July 2020 06 June 2019 11 Apr 2018 14 Mar 2017 

Bank 
Loan 

Rating 

Facility Type Amount Rating Facility Amount Ratin
g 

Facilit
y 

Amou
nt Rating Facility Amount Rating 

FB Long 
Term 220.27 

BWR 
A- 

Stable  
FB 185.83 

BWR 
A- 

Stable 
FB 188.16 

BWR 
BBB+ 
Stable  

FB 242.90 
BWR 
BBB+ 
Stable  

FB Short 
Term 5.00  

BWR 
A2+ 

FB 5.00  
BWR 
A2+ 

FB 5.00  
BWR  
A2 

FB -  
BWR 
A2 NFB Short 

Term 15.00 NFB 15.00 NFB 20.00 NFB 20.00 
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Hyperlink/Reference to applicable Criteria  

● General Criteria 

● Approach to Financial Ratios 

● Manufacturing Companies 
 
Analytical Contacts Investor  and Media Relations 

Sumit Saharan 
Rating Analyst 
Board:   +91-172-5032295    Ext: 104 
[sumit.s@brickworkratings.com] 
 
Ashwini Mital 
[Director – Ratings] 
Board: +91-172-5032295     Ext: 102 
[ashwini.m@brickworkratings.com] 

Liena Thakur  
Assistant Vice President - 
 Corporate Communications 
 +91 84339 94686 
 liena.t@brickworkratings.com 

 
 

ST Cottex Exports Pvt Ltd. 

ANNEXURE I 

Details of Bank Facilities rated by BWR 

Sl. No. Name of 
the Bank 

Type of Facilities Long 
Term 
(₹ Cr) 

Short 
Term 
(₹ Cr) 

Total 
(₹ Cr) 

1 

State Bank 
of India 

Cash Credit 70.00 - 70.00 

2 EBP (Non LC) - (10.00) (10.00) 

3 EPC/PCFC - (40.00) (40.00) 

4 ILC/FLC - 5.00 5.00 
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5 BG - (1.00) (1.00) 

6 Term Loans 11.10 - 11.10 

7 

Punjab 
National 

Bank 
 

Cash Credit 30.00 - 30.00 

8 EPC/PCFC - (18.00) (18.00) 

9 FOBP/FOUBP/FABC - (5.00) (5.00) 

10 FOBP/FOUBP 7.00 - 7.00 

11 ILC/FLC - 5.00 5.00 

12 Term Loan 7.18 - 7.18 

13 

IDBI Bank  

Cash Credit 17.00 - 17.00 

14 EPC/ PCFC - (12.00) (12.00) 

15 FBP/FBN/EBR 10.00 - 10.00 

16 ILC/FLC/BG - 5.00 5.00 

17 Term Loans 3.67 - 3.67 

18 
Bank of 
Baroda 

CC/EPC/PCFC/FBP 18.00 - 18.00 

19 Term Loans 3.26 - 3.26 

20 Oriental 
Bank of 

Commerce 

EPC/PSC/ CC - 5.00 5.00 

21 Term Loans 5.08 - 5.08 

22 HDFC Term Loans 27.92 - 27.92 
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23 Bank of 
India Term Loan 4.39 - 4.39 

24 Yes Bank 
Ltd. Term Loan 15.67 - 15.67 

TOTAL 230.27 20.00 250.27 

Total Rupees Two Hundred Fifty Crores & Twenty Seven Lakhs only. 

 
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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