
RATING RATIONALE
22 Sep 2022

Shri Parasram Holdings Private Limited

Brickwork Ratings assigns ratings for the Bank Loan Facilities of Rs 500 Crs. of Shri
Parasram Holdings Private Limited

Particulars:
Facility /  Instrument Amount Rated

(Rs. Crs.) Tenure
Rating*

Previous Present Previous Present

Fund Based Bank Loans-
Proposed

- 100 Long Term - BWR BBB+/ Stable
(Assigned)

Non-fund Based Bank
Loans- Proposed

- 400 Short Term - BWR A2+
(Assigned)

Total - 500 Rupees Five Hundred Crores only.
*Please refer to BWR website www.brickworkratings.com/ for the definition of the ratings
** Details of bank loan facilities are provided in Annexures- I & II

RATING ACTION / OUTLOOK:
Brickwork Ratings (BWR) has assigned the rating for the proposed bank loan facilities of Rs 500
Crs of Shri Parasram Holdings Private Limited (Parasram or the company) as tabulated above.

The rating assignment factors in the substantial improvement in the company’s capital position,
backed by higher accruals. The company has primarily been focusing on proprietary trading
activities by capturing market-based pricing anomalies while hedging the position. During FY22,
the company significantly scaled-up proprietary trading activity by taking advantage of
opportunities available in the market.

With an improvement in revenue in the proprietary book, the company’s net profit was
augmented with the improvement in the overall profitability metrics. The company also
maintains a healthy level of liquidity; its borrowing requirements are limited, with fund based
working capital limits and non-fund bank guarantees required for trading purposes with the stock
exchanges. The company had a gearing of 0.26x as on 31 March 2022 (0.30x as on 31 March
2021).
The rating further takes into consideration the extensive experience of the promoters (including
top management) in the capital market business and sound risk management systems. The
company’s promoters have been involved in capital market related businesses for over 3 decades.
This has helped it build a strong risk management framework; despite being fairly active in
proprietary trading activities, the group has not faced any adverse impact during the last 3-4
years of operations.
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These strengths are partially offset by the company’s high dependence on a single revenue
stream, increasing competition in the broking segment and vulnerability to regulatory changes
with volatility inherent in the capital markets business. The revenue profile remains
concentrated, as approximately 75% of the income is generated through proprietary trading
activities. However, the company is also focused on diversifying its revenue streams by
increasing its client base and expanding the distribution of financial products such as Mutual
Funds and Insurance.
For arriving at the rating, BWR has mainly relied on the audited financial statements upto 31
March 2022 and other publicly available information.

The Stable outlook indicates a low likelihood of a rating change over the medium term. BWR
believes Parasram’s business risk profile would remain unchanged over the medium term.
The company proposes to raise bank loans from various lenders, mostly in the nature of working
capital. Of this, the proposed bank guarantee limits will be utilised towards meeting the stock
exchange margin requirements for its business growth, and the fund based working capital limits
will be for operational purposes.

KEY RATING DRIVERS

Credit Strengths-:
Healthy capitalisation, coupled with comfortable gearing levels:
Capitalisation remains adequate with a comfortable absolute net worth of Rs 325 crore as on 31
March 2022 (Rs 254 crore as on 31 March 2021). Growth in the networth was on account of the
retention of the entire profit into the business. The gearing (on-balance-sheet) had also remained
healthy, at below 0.26 times as on 31 March 2022 as against 0.30x as on 31 March 2021. To carry
out its proprietary transactions, the company primarily furnishes bank guarantees to stock
exchanges for meeting margin requirements. Presently, the overall bank guarantee limit availed
stands at Rs 300 crore as against the networth of Rs 325 crore. The gearing is not expected to
increase materially over the medium term. Furthermore, steady internal accruals were maintained
by an increase in the core trading income (accounts for 74% of total income) as against 43% in
FY21 and broking income (accounts for 12% of total income).

Improving financial risk profile
Profitability has improved due to higher revenue from proprietary activities, particularly during
the last 3 years. The income from arbitrage activities continued to be the major source of income,
accounting for close to 74% of the total income during FY22 (43% in FY21). Moreover, the
company benefits from stable interest income on fixed deposits and interest income from margin
trading facility and other distribution income. Furthermore, the company continues to benefit
from having a low cost to net total income ratio at 51% during FY22 as against 57% in FY21.
These factors aided a substantial improvement in profitability. The overall Profit After Tax (PAT)
improved to Rs 103 crore during FY22 from Rs 26 crore during FY21 and was Rs 15 crore
during FY20. With the improvement in profitability, the Return on Equity improved to 28.88% in
FY22 as against 10.41% in FY21 and 6.77% in FY20. The Return on Equity (excluding
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non-recurring profit on sale of investments of Rs 48.72 Crs in FY22) was 15.25% for FY22.

The overall financial performance was supported by a higher traded turnover and an increase in
active clients, resulting in sizable accretion to the reserve. Improved market sentiments should
further enhance the core trading income and broking income of the group in the near term.

Nevertheless, given the majority of the income is linked with capital markets, the ability of the
company to maintain its profitability and Return on Equity (RoE) at current levels will be key
monitorables.

Extensive experience of the promoters
The founder/ promoters of the group, Mr Ravindra Kumar Aggarwal and Mr Viveksheel
Aggarwal, have experience of over 30 years in capital markets and have developed a strong
business acumen. They are actively involved in strategic decision making and daily operations.
The founders are supported by the second generation, who were included on the board in March
2022 and bring technological edge to the company. Furthermore, the company’s operations are
fully departmentalised, and personnel with experience of as long as 25-30 years are managing
different operating areas such as Compliance, Risk Management, Securities Handling, Finance
and Accounts, and Distribution.

The promoters and top management have witnessed several cycles in the capital markets
business. Their understanding of the market and ability to offer solutions while adapting to
changes has helped the group retain clients and maintain the scale of operations even during
challenging market environments.

Credit Risks-:
Improving earnings with high dependence on proprietary income
The company has historically remained highly active in proprietary trading activities. The vast
experience of the promoters and top management has enabled them to build proprietary trading
desks. Therefore, the higher focus on proprietary trading has resulted in revenue profile getting
skewed towards the same.

Since proprietary trading accounts for the majority revenue (74% of the total income as on 31
March 2022), the company remains exposed to income volatility as any adverse change in
business will severely affect earnings. Nevertheless, fairly conservative decisions have led to
stable profitability. However, proprietary trading activities have seen significantly intensified
competition in the past few years. Therefore, the ability of the group to retain its position and
capitalise on opportunities will remain monitorable. Additionally, the company’s earning profile
is heavily dependent on the level of trading activity in capital markets, which in turn, is driven by
economic, political and social factors guiding investor sentiments. Global factors also influence
the fortunes of the domestic market. The overall earnings profile, therefore, remains susceptible
to volatility in capital markets. However, due to proprietary trading and arbitrage nature of
business, the group is expected to be less impacted by a downcycle in the capital market.
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Nevertheless, with the changing environment and high influx of retail investors during the last
2-3 years, the company has also expanded its focus towards the retail broking business. The
company is focused on improving the technology base by employing high-end technology,
which resulted in revenue from the mobile app at approximately 18-20% of the total revenue for
FY21-22.
Apart from focus on expanding towards the broking business, the company also maintains higher
focus on diversifying the revenue stream by enhancing the distribution activities of financial
products such as mutual funds and insurance. Income from other distribution products is
expected to gradually increase in the medium term. BWR believes that considering the highly
price-sensitive and competitive retail broking space, the group’s ability to steadily enhance its
revenue diversity and generate sufficient earnings from broking business over the medium term
will be key monitorable.

Vulnerability to regulatory changes
Over the last couple of years, the broking industry has witnessed continuous regulatory revisions.
With the objective of further enhancing transparency levels and limiting the misuse of funds, the
SEBI has introduced a few regulations in the last one year.
The regulations of upfront margin collections for intraday trading are expected to decrease the
leverage levels in the industry. The likely impact of this change on Parasram's performance on
an ongoing basis will be a monitorable. Furthermore, as per the new SEBI regulations, shares
owned by investors can be lein-marked with the respective broker instead of having to follow the
current practice of transferring it to the broker's pool account. BWR expects most top brokers to
have already streamlined their systems in accordance with the revised regulations. However, this
may impact small and mid-sized brokers constrained by not-so-advanced Information
Technology infrastructure and risk management systems. While these revised regulations may
affect the performance in the near term, in the long run, the industry will benefit from increased
transparency and the de-risk broking platform for retail customers.
Over the last couple of years, the capital markets industry has witnessed continuous regulatory

revisions such as upfront margin collection for intraday positions and limiting the usage of power
of attorney. Most of these regulations may not have a direct impact on the company currently.
Nevertheless, the company diversified its operations towards client broking, margin trading
facility, distribution income and so on.

Strong competition from existing and new age fintech companies
The company faces intense competition from a large number of new age fintech broking
companies entering the market and providing low-cost products to the client. These companies
are able to attract a large chunk of retail clients and increase their client base since the retail
clients are more price-sensitive and are diverting towards the technology and competitive price
being offered by them.
Since March 2020, when the COVID pandemic led to a complete lockdown, stock markets have
seen high retail participation and an increase in the daily trading volume on account of people
staying at home. A significant proportion of client additions at the industry level are in the age
bracket of 25-30 years. These retail clients were attracted towards low-cost new age players in
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the industry offering low brokerage as compared to established players. While this has benefited
Parasram, as well as other broking players, the long-term sustainability of the market momentum
will remain a key monitorable.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA
BWR has taken a standalone approach of Shri Parasram Holdings Private Limited for arriving at
the 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: A sustained improvement in trading/broking volumes with a corresponding increase in
revenue and profitability, coupled with an increase in the share of non-broking income.
Negative: Substantial decline in the investment book, trading/broking volumes and profitability.

LIQUIDITY POSITION: ADEQUATE
As on 31 March 2022, Parasram had adequate liquidity of Rs. 23.23 Crs in the form of cash
and bank balance against no scheduled debt obligations. Over and above the same, it has
lien-marked FDs of Rs. 325 Crs against a BG, exchange margin and against OD limit from
banks.

COMPANY PROFILE
Shri Parasram Holdings Pvt.Ltd., the flagship company of Parasram Group was promoted by
Late Sh.Subhash Chander, Sh.Ravinder Kumar Aggarwal and Mr. VivekSheel Aggarwal in 1995.
The promoters had vast experience in stock markets, especially in investing/ dealing in deeply
undervalued stocks. The company acquired the membership of the National Stock Exchange of
India Ltd. in 1995 and commenced broking operations on 23 January 1996. From a benign
beginning, the company started expanding its operations in smaller cities, mainly in North India
in 1997, and by end-2002, the company had the largest NSE NEAT VSAT network in India. The
company also started clearing and settling trades for other NSE members as a clearing member
in 2000. The company currently caters to more than 130,000 high-net-worth investors, NRIs,
corporate and retail clients through a nationwide web of branch offices and business associates
spread across 350 locations in more than 160 cities of India.
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KEY FINANCIAL INDICATORS (Standalone)
Key Parameters Units FY21 (A) FY 22 (A)

TNW (Rs in Crs) Rs in Crs 254 358

Total Borrowings (Rs in Crs) Rs in Crs 131 157

D:E (Times) Times 0.30 0.26

Operating Income (Rs in Crs) Rs in Crs 88 265

PAT (Rs in Crs) Rs in Crs 26.48 103.30

Cost to income (%) % 57 51

Net Profit margin (%) % 29.95 38.96

ROA (%) % 6.13 16.96

ROE (%) % 10.41 28.88

KEY COVENANTS OF THE INSTRUMENT/ FACILITY RATED: NIL

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY : NA

RATING HISTORY FOR THE PREVIOUS THREE YEARS (Including withdrawal and
suspended)

Sr.
No.

Name of Facility/
Instrument

Current Rating (2022)
Rating History for the past 3 years

Type Amount
(Rs. Crs)

Rating 2021 2020 2019

1 Fund Based bank
loans- Proposed

Long Term 100 BWR
BBB+/Stable
(Assigned)

Nil Nil Nil

2 Non Fund Based
bank loan-
Proposed

Short Term 400 BWR A2+
(Assigned)

Nil Nil Nil

Total 500 Rupees Five Hundred Crores only

COMPLEXITY LEVELS OF THE INSTRUMENTS

Bank Loans: Simple
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For more information, visit
www.brickworkratings.com/download/ComplexityLevels.pdf

Hyperlink/Reference to applicable Criteria
● General Criteria
● Securities & Broking Firm

Analytical Contacts

Tripti Agrawal
Senior Analyst - Ratings
Board:+ 91 80 40409940
tripti.a@brickworkratings.com

Hemant Sagare
Director - Ratings
Board:+ 91 80 40409940
hemant.s@brickworkratings.com

1-860-425-2742 media@brickworkratings.com

Shri Parasram Holdings Private  Limited
ANNEXURE I - Details of Bank Facilities rated by BWR

Sr.
No. Lender Name Type of Facility

Long Term@
(Rs. Crs.)

Short Term
(Rs. Crs.)

Total
(Rs. Crs)

1
Proposed Bank Loan
facilities

Overdraft/Cash
Credit 100 - 100

2
Proposed Non fund based
facilities Bank Guarantee - 400 400
Total 100 400 500
Total Rs. Five Hundred Crores only

ANNEXURE II - NCD DETAILS: Nil

ANNEXURE III List of entities consolidated: Nil
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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 Securities and Exchange Board of India [SEBI] registered
Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non-
convertible / convertible / partially convertible debentures and other capital market instruments and bonds,
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also
rated NGOs, Educational Institutions, Hospitals, Urban Local Bodies and Municipal Corporations. BWR has Canara
Bank, a leading public sector bank, as one of the promoters 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 India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank
Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market instruments
and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and
other structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds,
etc. [hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR
that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and other
reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating Report &
other rating communications are intended for the jurisdiction of India only. The reports should not be the sole or
primary basis for any investment decision within the meaning of any law or regulation (including the laws and
regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship between the
user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not in
any manner be construed as being a recommendation to either purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and judgement
obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the users of these
Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend or withdraw the
ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or
agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR
Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the
results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all
express or implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness
for a particular purpose or use. In no event shall any BWR Party be liable to any one for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or
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losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of
any part of the Rating Rationales and/or Rating Reports even if advised of the 9 possibility of such damages.
However, BWR or its associates may have other commercial transactions with the company/entity. BWR and its
affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of the respective activity. As a result, certain business units of BWR may have information that is not
available to other BWR business units. BWR has established policies and procedures to maintain the confidentiality
of certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities
etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are also
generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories,
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of
India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as
amended from time to time.
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