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Rating Rationale

Acuité has reaffirmed the short term rating of '"ACUITE A3' (read as ACUITE A three) to the Rs. 30.00 crore
bank facilities of Trend Setters International (TSI).

TSI, established in 1986, is a Gurgaon-based partnership firm promoted by Mr. Sudhir Sekhri, Mrs. Pinky
Sekhri, Mr. Siddharth Sekhri and Mr. Saurabh Sekhri. The firm is engaged in the manufacture and export
of readymade woven garments for women and children and has recently ventured info the
manufacture of knitted garments. The firm exports to countries such as Mexico, Brazil, Spain and Italy
among others. The firm has its manufacturing unit located at Manesar (Haryana) with an installed
capacity of manufacturing 3,00,000 pieces of readymade woven garments per month.

Analytical Approach
Acuité has considered the standalone business and financial risk profile of TSI to arrive at the rating.

Key Rating Drivers

Strengths

e Experienced management and reputed clientele base
TSI was established in 1986, and is currently managed by Mr. Sudhir Sekhri. The firm has established
frack record of more than three decades in textile industry. The firm is engaged in manufacturing and
exporting of readymade woven garments. The promoters possess vast experience of over three
decades in this industry. The firm has a reputed clientele base which includes Wal-Mart (Mexico and
Brazil), Suburbia (Liverpool), Zara, Mango, Springfield and Superdry among others.

Acuité believes that TSI will benefit from experienced management which will help the firm to
maintain long standing relations with its customer and suppliers.

* Moderate financial risk profile

The financial risk profile is moderate marked by tangible net worth of Rs.17.62 crore as on 31 March,
2018 as well as in the previous year. The gearing (debt-equity) stood moderate at 1.22 times as on 31
March, 2018 as against 1.17 times as on 31 March, 2017. The fotal debt as on 31 March, 2018 of
Rs.21.46 crore comprises of term loan from bank of Rs.0.85 crore, working capital borrowing of Rs.19.60
crore and unsecured loan of Rs.1.01 crore. Interest Coverage Ratio (ICR) stood at 2.84 times in FY2018
as against 3.81 fimes in FY2017. The total outside liabilities to tangible net worth (TOL/TNW) stood at
2.21 times as on 31 March, 2018 as against 2.05 times in the previous year. The net cash accruals to
total debt (NCA/TD) stood low at 0.23 fimes in FY2018 as against 0.33 times in FY2017.

Going forward, Acuité believes that the firm's financial risk profile will remain moderate backed by
moderate net cash accruals and no major debt funded capex plan.
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Weaknesses

* Moderate working capital operations
The operations are moderately working capital intensive marked by Gross Current Assets (GCA) of
158 days in FY2018 as compared to 169 daysin FY2017. The GCA days are mainly dominated by high
collection period of 80 days in FY2018 compared to 73 days in FY2017. The inventory holding stood at
49 days in FY2018 compared to 68 days in FY2017.

Acuité believes that efficient working capital management will be crucial in order to maintain a
stable credit profile.

* Foreign exchange fluctuation risk

The firm exports its entire product to International markets such as Mexico, Switzerland, Spain, Italy
among others and does all the transactions in foreign currencies. This leads to foreign exchange
fluctuation risk. However, it may be noted that the firm undertakes ~80 percent of hedging.

¢ Competition from small and established players in the industry
TSI operate in highly fragmented industry with limited entry barriers wherein the presence of large
number of players in the unorganised sector limits the bargaining power with customers.

About the Rated Entity - Key Financials

Unit FY18 (Actual) FY17 (Actual) FY16 (Actual)
Operating Income Rs. Cr. 107.00 91.42 93.50
EBITDA Rs. Cr. 7.61 6.62 9.23
PAT Rs. Cr. 3.42 5.21 3.78
EBITDA Margin (%) 7.12 7.24 9.87
PAT Margin (%) 3.19 5.70 4.04
ROCE (%) 15.75 22.64 27.45
Total Debt/Tangible Net Worth Times 1.22 1.17 0.87
PBDIT/Interest Times 2.84 3.81 2.51
Total Debt/PBDIT Times 2.82 2.25 1.46
Gross Current Assets (Days) Days 158 169 134

Status of non-cooperation with previous CRA (if applicable)
None

Any other information

None

Applicable Criteria

* Default Recognition - https://www.acuite.in/criteria-default.htm

e Financial Ratios And Adjustments -hftps://www.acuite.in/view-rating-criteria-20.htm
¢ Manufacturing Entities - https://www.acuite.in/view-rating-criteria-4.ntm

Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.htm
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Date E;;};:: Instrument / Term ;(Aeroct:Jrr.\)t Ratings/Outlook
Packing Credit Short Term 15.00 (I?e%%‘liTrlrEn/gZ)
Bill Discounting Short Term 7.00 (é\e%L#iTrEnged’)
13-Mar-2018 Letter of Credit Short Term 3.00 (I:\e%L#iTrlrEngfj)
Bank Guarantee Short Term 0.25 (se%%iTrlrEng?j)
Proposed Bank Facility| Shorf Term 0.25 &nggrfeg
Bills Discounting Shorf Term 11.75 (I?e%g;iTrEmg:;)
D Feba018 Bills Discounting Short Term 7.00 (R:ezoEf:i:rEnEzd)
Letter of Credit Short Term 3.00 (Reaffirmed)
Bank Guarantee Shorf Term 0.25 (Iﬁe%g;iTrEmg;)
Packing Credit Short Term 3.00 (I?ecoLfJ;iTrErTgec;l)
Packing Credit Short Term 7.00 (g\e%LfJfliTrEngz)
Bills Discounting Short Term 4.00 (seiligfliTrlrEngz)
Bills Discounting Short Term 1.00 (Iée%g;iTrlrEnZ:;)
H-Nov-2016 Bank Guarantee Short Term 0.25 (é\eig;iTrEnZZ)
Letter of Credit Short Term 3.00 (Ig\ecczjgfliTrlrEngz)
Proposed Packing Short Term 1.91 ACUITE A3
Credit (Reaffirmed)
Proposed Long Term | Long Term 1.84 ACL(JéTeEO?ErBr;/ esg;b'e
Term Loan Long Term 1.84 AC%SE;@%SQ?MG
Packing Credit Short Term 3.00 (Gggrl;z:g)
Packing Credit Short Term 7.00 (Gggl;rgzgg)
Bills Discounting* Short Term 4.00 (Gp?;rl;zgg)
peecots Bills Discounting* Short Term 1.00 (Sggurgzgg)
Bank GuaranteeA Short Term 025 (ng:gzgg)
Letter of CreditA Short Term 3.00 (Gggsjrgzgg)
Proposed Packing | short Term 1.91 ACUITE A3
Credit (Upgraded)

*Export Packing Credit and Bills Purchase facilities are fully interchangeable
Alnland Letter of Credit and Bank Guarantee facilities are fully interchangeable
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*Annexure - Details of instruments rated
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S Date of Coupon Maturity | Size of the Issue .
Name of the Facilities Issuance Rate Date (Rs. Cr.) Ratings/Outlook
) ) Not Not Not 15.00 ACUITE A3
Packing Credit Applicable | Applicable | Applicable ' (Reaffirmed)
N _ Not Not Not 200 ACUITE A3
Bill Discounting Applicable | Applicable | Applicable ' (Reaffirmed)
) Not Noft Noft 3.00 ACUITE A3
Letter of Credit Applicable | Applicable | Applicable ) (Reaffirmed)
Not Noft Noft 0.25 ACUITE A3
Bank Guarantee Applicable | Applicable | Applicable : (Reaffirmed)
B Not Not Not Enh 4'75df ACUITE A3
Proposed Bank Facility | applicable | Applicable | Applicable || nRsO(;\;? Crrjam (Reaffirmed)
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About Acvuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating
Agency registered with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 credit ratings to various securities,
debt instruments and bank facilities of entities spread across the country and across a wide cross
section of industries. It has its Registered and Head Office in Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's orinvestor's independent assessment
of whether to buy, sell or hold any security. Acuité ratings are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to ensure that the data and
information is true, Acuité, inparticular, makes no representation or warranty, expressed or implied with respect to the
adequacy, accuracy or completeness of the information relied upon. Acuité is not responsible for any errors or omissions
and especially states that it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind
arising from the use of its ratings. Acuité ratings are subject to a process of surveillance which may lead to arevision in
ratings as and when the circumstances so warrant. Please visit our website (www.acuite.in) for the latest information on
any instrument rated by Acuité.
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