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Facilities/Instruments Amount (₹ crore) Rating1 Rating Action 

Long-term bank facilities 
31.36 

 (Reduced from 31.65) 
CARE BBB-; Negative Reaffirmed; Outlook revised from Stable 

Short-term bank facilities 62.00 CARE A3 Reaffirmed 

Details of instruments/facilities in Annexure-1. 

 

Rationale and key rating drivers  

The ratings assigned to the bank facilities of Polyspin Exports Limited (PEL) continue to derive strength from vast experience of 

its promoters, its operational track record of more than three decades in the flexible intermediate bulk container (FIBC) segment, 

and reputed customer profile with presence across different geographies. While reaffirming the ratings, CARE Ratings notes that 

PEL had closed its loss-making cotton spinning segment effective August 14, 2023, which is expected to support better overall 

operating performance, going forward.  

The ratings of PEL are, however, constrained by moderate capital structure, susceptibility of profits to volatile raw material prices 

and forex fluctuations, and its presence in intensely competitive and cyclicity nature of the packaging industry. The ratings are 

also constrained by the moderate financial performance in FY23 (refers to the period April 01 to March 31) and Q1FY24 (refers 

to the period April 01 to June 30) on account of slowdown in export orders and higher raw material costs, which could not be 

entirely passed on to the customers. 

Rating sensitivities: Factors likely to lead to rating actions 

Positive factors 

• Ability to scale up the operations in FIBC division above ₹300 crore and stabilise profitability on a consistent basis with PBILDT 

margins in the range of 9%-10%. 

• Consistent improvement in the gearing levels below 0.80-1.00x. 

Negative factors  

• Any large-sized debt-funded capital expenditure deteriorates the capital structure leading to overall gearing above 2x. 

• Any continued decline in order book resulting in net losses on a sustained basis. 

 

Analytical approach: Standalone 

 

Outlook: Negative 

The outlook is negative as the financial performance is expected to be moderate in the near term due to the slowdown in export 

orders from US and Europe on account of inflation. The outlook may be revised to ‘Stable’ if the company is able to improve its 

order book position and ramp-up sales and improve profitability.  

Detailed description of the key rating drivers: 

Key strengths 
Highly experienced promoters 
PEL was established in the year 1972 by Rammohan Raja, situated in Rajapalayam, Tamil Nadu, and is presently managed by his 
family members.  R. Ramji, son of Rammohan Raja, is Managing director of the company, since April 2013. He has three decades 
of experience in the woven sack industry and technical textile technology. The Board of the company is transparent, including six 
independent directors, two directors, one woman director and one managing director. All the key management personnel of PEL 

have defined roles and have rich experience of more than three decades in the related fields. 
 
Long track record of operations in polypropylene product business 
PEL is into the field of polypropylene (PP) product business since 1985. The promoters were initially into the manufacturing of 
high-density polyethylene (HDPE)/PP bags and thereafter started production of flexible intermediate bulk container (FIBC) bags. 
As a diversification process, the textile unit was started by the promoters. Due to its long operational track record of more than 
three decades in the packaging industry, the company has forged good relationships with its customers and suppliers. PEL majorly 
supplies its products to distributing and marketing agents situated in the overseas markets. PEL’s products are primarily used in 
fertilizer, building material, chemical and cement industries. 

 
1Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications  

http://www.careedge.in/
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Reputed customer base with presence across different geographies 
The company produces different varieties of bags such as U Panel bags, circular big bags, Q bags, UN certified bags, food grade 

bags, etc. The company derived 86.25% (PY: 89.56%) of its income from the FIBC segment in FY23, while the rest from cotton 

spinning, which has been closed during the current year. FIBC products are 100% exported to various countries, including the 

US, Italy, France, etc, of which US forms 67.50% (PY: 62.93%) of the sales in FY23. PEL also has a reputed customer base with 

long-standing relationship and top 10 customers forming 90.14% (PY: 79.75%) of the sales in FY23. 

 
Moderate capital structure and debt protection metrics 
PEL’s capital structure stood moderate with overall gearing of 1.41x (PY: 1.44x) as on March 31, 2023. The debt coverage metrics 

moderated on account of declined financial performance in FY23 with total debt/ gross cash accruals (TD/GCA) of 15.36 as on 

March 31, 2023 (PY: 5.98). The interest coverage also declined from 4.01x in FY22 to 2.62x in FY23. 

 

Key weaknesses 
Decline in scale of operations during FY23 on the back of demand slowdown in FIBC and textile division 
The operating income declined by 14.70% from ₹281.74 crore in FY22 to ₹245.83 crore in FY23 due to low orderbook position 

consequent to slowdown in US and European markets, increase in cotton price, and decrease in the selling price of yarn. The 

PBILDT margin of PEL declined from 7.65% in FY22 to 3.53% in FY23. The slowdown prevailed in Q1FY24 leading to further 

decline in PBILDT margin to 0.27% on a total income of ₹58.23 crore. The company had announced the closure of spinning 

division effective August 14, 2023, which had reported losses in the recent past due to unfavourable market conditions. CARE 

Ratings expects the closure of the loss-making spinning segment to reduce the overheads and result in better overall operating 

performance going forward. 

 
Vulnerability of margins to volatility in raw material prices and forex fluctuations  
PEL’s major raw material is the PP granule, which is derived from crude oil. The price of PP granule is volatile in nature since it is 

dependent on the movement of crude oil prices. The average purchase price of PP granules for PEL had increased from ₹78.7 per 

kg in FY21 to ₹112.75 per kg in FY23. Furthermore, the profits of PEL are also exposed to foreign currency movements and cover 

around 70-80% of the receivables through forward contract. CARE Ratings notes that PEL incurred mark-to-market loss of ₹1.60 

crore on outstanding forward contracts during FY23.  

 

Highly competitive packaging industry  
The packaging industry is highly fragmented and competitive with the presence of large and small players who operate across 

the FIBC and other packaging segments. PEL faces competition from unorganised local players in terms of pricing and market 

share. However, the packaging industry requires highly skilled human capital along with market expertise and experience in terms 

of supplies to the reputed clientele in the US and Europe, which acts as a barrier for new players to sustain the business. PEL has 

been providing competitive prices to its customers to maintain market share and improve the economies of scale. This has further 

constrained the profitability margins in the medium term. 

 

Liquidity: Adequate 

The liquidity of the company is adequate with sufficient cushion in accruals against term debt repayment obligations, also aided 

by free cash balance of ₹9.56 crore as on March 31, 2023. The operating cycle of the company remains similar at 90 days during 

FY23 (PY: 87 days). The company pays its supplies between 30 and 50 days in the FIBC division. The collection period ranges 

between 40 and 50 days. The current ratio of PEL stood at 1.22x as on March 31, 2023 (PY: 1.25). The average working capital 

utilisation of fund-based limits stood comfortable at 71% for the past 12 months ended July 2023.  The company plans to avail 

capex reimbursement term loan of ₹7.7 crore in September 2023 to provide liquidity cushion in case of any shortfall. 

Assumptions/Covenants : Not applicable 

Environment, social, and governance (ESG) risks : Not applicable  

Applicable criteria 

Policy on default recognition 

Financial Ratios – Non financial Sector 

Liquidity Analysis of Non-financial sector entities 

Rating Outlook and Credit Watch 

Short Term Instruments 

Cotton Textile 

Manufacturing Companies 

Policy on Withdrawal of Ratings 

https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/pdf/resources/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20for%20Cotton%20Textile%20Manufacturing%20November%202022(30-11-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/upload/pdf/get-rated/CARE%20Rating's%20Policy%20on%20Withdrawal%20of%20Ratings%20May%202023.pdf
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About the company and industry 

Industry classification 

Macro Economic 

Indicator 

Sector Industry Basic Industry 

Industrials Capital Goods  Industrial Products  Plastic Products - Industrial  

 

PEL was established in the year 1972 by Rammohan Raja and is situated in Rajapalayam, Tamil Nadu. It commenced operations 

with manufacture of small PP bags and initiated export since 1985. At present, PEL has two divisions, namely, FIBC division, 

which produces products such as FIBC bags, PP woven bags; and spinning division, which produces open-ended yarn through 

2,400 rotors. The FIBC division accounts for 90% of the total sales, while the textile division accounts for the rest. PEL’s products 

are primarily used in fertilizers, building materials, chemical and cement industries. The day-to-day operations of the company 

are managed by R Ramji, the Managing Director and son of Rammohan Raja. The company had permanently closed the operations 

of textile division with effect from August 14, 2023.  

Brief Financials (₹ crore) 31-03-2022 (A) 31-03-2023 (A) Q1FY24 (UA) 

Total operating income 281.74 245.83 58.23 

PBILDT 21.56 8.68 0.12 

PAT 8.98 0.91 -1.93 

Overall gearing (times) 1.44 1.41 1.44 

Interest coverage (times) 4.01 2.62 0.15 
A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’ 

Status of non-cooperation with previous CRA: CRISIL has conducted the review on the basis of best available information 
and has classified PEL as “Non cooperating” vide its press release dated December 30, 2022. 
 

Any other information: Not Applicable 

 

Rating history for last three years: Please refer Annexure-2 
 
Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in 
Annexure-3 
 
Complexity level of various instruments rated: Annexure-4 
 
Lender details: Annexure-5 
 

Annexure-1: Details of instruments/facilities   

Name of the 

Instrument 
ISIN 

Date of 

Issuance 

(DD-MM-

YYYY) 

Coupon 

Rate (%) 

Maturity 

Date (DD-

MM-YYYY) 

Size of the 

Issue 

(₹ crore) 

Rating 

Assigned 

along with 

Rating 

Outlook 

Fund-based - 

LT-Cash Credit 
 - - - 8.30 

CARE BBB-; 

Negative 

Fund-based - 

LT-Term Loan 
 - - April 2030 23.06 

CARE BBB-; 

Negative 

Fund-based - 

ST-EPC/PSC 
 - - - 37.00 CARE A3 

Fund-based - 

ST-Foreign 

Demand Bills 

Payable 

 - - - 25.00 CARE A3 
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Annexure-2: Rating history for the last three years 

Sr. No. 

Name of the 

Instrument/Bank 

Facilities 

Current Ratings  Rating History 

Type  

Amount 

Outstanding 

(₹ crore)  

Rating  

Date(s) 

and 

Rating(s) 

assigned 

in 2023-

2024 

Date(s) 

and 

Rating(s) 

assigned in 

2022-2023 

Date(s) 

and 

Rating(s) 

assigned 

in 2021-

2022 

Date(s) 

and 

Rating(s) 

assigned 

in 2020-

2021 

1 
Fund-based - LT-

Term Loan 
LT 23.06 

CARE 

BBB-; 

Negative 

- 

1)CARE 

BBB-; Stable  

(17-Aug-22) 

1)CARE 

BBB-; 

Stable  

(03-Aug-

21) 

1)CARE 

BBB-; 

Stable  

(05-Aug-

20) 

2 

Fund-based - ST-

Foreign Demand 

Bills Payable 

ST 25.00 CARE A3 - 
1)CARE A3  

(17-Aug-22) 

1)CARE 

A3  

(03-Aug-

21) 

1)CARE 

A3  

(05-Aug-

20) 

3 
Fund-based - LT-

Cash Credit 
LT 8.30 

CARE 

BBB-; 

Negative 

- 

1)CARE 

BBB-; Stable  

(17-Aug-22) 

1)CARE 

BBB-; 

Stable  

(03-Aug-

21) 

1)CARE 

BBB-; 

Stable  

(05-Aug-

20) 

4 
Fund-based - ST-

EPC/PSC 
ST 37.00 CARE A3 - 

1)CARE A3  

(17-Aug-22) 

1)CARE 

A3  

(03-Aug-

21) 

1)CARE 

A3  

(05-Aug-

20) 

5 
Non-fund-based - 

ST-BG/LC 
ST - - - 

1)Withdrawn  

(17-Aug-22) 

1)CARE 

A3  

(03-Aug-

21) 

1)CARE 

A3  

(05-Aug-

20) 

LT/ST - Long term/Short term. 

 

Annexure-3: Detailed explanation of covenants of the rated instruments/facilities : Not Applicable 

Annexure-4: Complexity level of the various instruments rated 

Sr. No. Name of the Instrument Complexity Level 

1 Fund-based - LT-Cash Credit Simple 

2 Fund-based - LT-Term Loan Simple 

3 Fund-based - ST-EPC/PSC Simple 

4 Fund-based - ST-Foreign Demand Bills Payable Simple 

 

Annexure-5: Lender details 

To view the lender wise details of bank facilities please click here 

 

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis 

of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any 

clarifications. 

 

 

 

 

  

https://www.careratings.com/bank-rated?Id=ZlNkLDAYPMPwGhNZY9IARw==
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Contact us 

 

Media Contact      
   
Mradul Mishra 
Director 
CARE Ratings Limited 
Phone: +91-22-6754 3596 
E-mail: mradul.mishra@careedge.in 
 
Relationship Contact  
 
Pradeep Kumar V 
Senior Director 
CARE Ratings Limited 
Phone: +91-044-28490876 
E-mail: pradeep.kumar@careedge.in 
 
 
 

Analytical Contacts 
 
Sandeep P 
Director 
CARE Ratings Limited 
Phone: +91-044-28497812 
E-mail: sandeep.prem@careedge.in 
 
Naveen S 
Assistant Director 
CARE Ratings Limited 
Phone: +91- 0422 - 4502399 
E-mail: naveen.kumar@careedge.in 
 
Thilak Uthirasamy 
Analyst 
CARE Ratings Limited 
E-mail: thilak.u@careedge.in 
 

 

About us:  

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and 

Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable 

position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital 

and enable investors to make informed decisions. With an established track record of rating companies over almost three decades, 

CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the 

methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt 

and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.  

 
Disclaimer: 

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to 

sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor. 

The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible 

sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions 

and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee, 

based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with 

the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the 

partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought 

in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has 

no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the 

terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and 

triggered, the ratings may see volatility and sharp downgrades.  

 

For the detailed Rationale Report and subscription information,  

please visit www.careedge.in 
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