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Detailed Rationale & Key Rating Drivers

The credit profile of Maruti Overseas (MO) is primarily constrained on account of modest and declining scale of operations
coupled with low net worth base and low profitability margins. Further, the rating is also constrained by Foreign Exchange
fluctuation risk, risk associated with highly competitive industry & low entry barriers and Constitution of entity being a
proprietorship firm. The credit profile derives comfort from experienced promoters, comfortable capital structure coupled
with healthy coverage indicators and moderate operating cycle.

Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:

e Improvement in scale of operations to around Rs.280.00 crore and above over the medium term on sustained
basis.
e Improvement in Profitability Margins marked by PBILDT and PAT margins above 4% and 3% on a sustained basis.
Negative Factors- Factors that could lead to negative rating action/downgrade:
e Decline in profitability margins as marked by PBILDT and PAT below 0.70% and 0.30% respectively.
e Decline in operating cycle above 60 days, on a sustainable basis
e Deterioration in overall gearing to above 1.00 times.

Detailed description of the key rating drivers

Key Rating Weaknesses

Modest and declining scale of operations coupled with low net worth base: MQO’s scale of operations continues
to remain modest as evident from total operating income (TOI) of Rs.150.61 crore and gross cash accruals of Rs.1.69
crore respectively, during FY21 (FY refers to the period April 1 to March 31) as against Rs.204.47 crore and Rs.1.04 crore
respectively, during FY20. Moreover, MO’s scale of operations declining for the period FY19-FY21 (refers to the period
April 1 to March 31). The same was mainly on account of lower intake from its existing customers. Furthermore, the net
worth base of the firm also stood small at Rs.10.76 crore as on March 31, 2021. The modest scale of operations limits the
firm’s financial flexibility in times of stress and deprives it of scale benefits. Further, the firm has achieved TOI of
Rs.157.10 crore during 9MFY22 (refers to the period April 1 to December 31; based on provisional results)

Low profitability margins: The firm’s profitability margins continue to remain low during the past three years (FY19-
FY21) on account of trading nature of the business and intense market competition given the highly competitive nature of
the industry. Furthermore, the margins of MO are lower compared with other traders as it derives a substantial amount of
revenue from low margin products. PBILDT margin improved and stood at 1.51% in FY21 as against 0.70% in FY20 on
the back of proportionate decline in overhead expenses. Similarly, PAT margin in line with PBILDT margin also improved
and stood at 1.12% in FY21 as against 0.48% in FY20. In 9MFY22 the firm has generated PBILDT margin and PAT margin
of 1.33% and 0.39% respectively.

Foreign exchange fluctuation risk: Maruti Overseas imported ~70 % of its purchases from Taiwan, USA, & Republic
of Korea (South Korea) With initial cash outlay for procurement in foreign currency and entire sales realization in domestic
currency, the firm is exposed to the fluctuation in exchange rates. Moreover, the firm has no defined policy of hedging
which exposes it to risks of any sharp depreciation in the value of rupee against foreign currency which may impact its
profitability margins. Therefore, operating margin remains vulnerable to volatility in foreign exchange rates fluctuations.
However, the firm reported a gain of Rs 1.25 Cr in FY21 from foreign exchange fluctuation.
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Highly competitive industry & low entry barriers: The trading industry is highly fragmented and competitive with
more than two-third of the total number of players being unorganized. Hence, the players in the industry do not have any
pricing power and are exposed to competition induced pressures on profitability. Also, due to low entry barriers in the
industry and low value-added nature of products, high competition is the inherent risk associated with the industry.

Constitution of the entity being a proprietorship firm: Maruti Overseas constitution as a proprietorship firm has the
inherent risk of possibility of withdrawal of the proprietor’s capital at the time of personal contingency and firm being
dissolved upon the death/retirement/insolvency of proprietor. Moreover, proprietorship firms have restricted access to
external borrowing as credit worthiness of partners would be the key factors affecting credit decision for the lenders.

Key Rating Strengths

Experienced promoter: The firm was promoted by Mr. Suresh Kumar Guptas is an advocate, graduated from Delhi
University, who has more than four decades of experience in Manufacturing and trading of Plastic Polymers like PVC and
LDPE. The firm has a dedicated team professionals which look after the Sales of the company, However the Promoter’s
decision is final due to his prolonged experience in this industry. Apart from Sales, Overall Administration of the firm’s
business is handled by the Promoter himself.

Comfortable capital structure coupled with healthy coverage indicators: The capital structure of the firm stood
comfortable as on the past two balance sheet dates ending March 31, 20- ‘21 on account of limited debt levels against
the net worth base. Overall gearing ratio stood comfortable at 0.61x in FY21 mainly on account of low debt as on balance
sheet date coupled with accretion of profits to net reserves. Further, the debt coverage indicators of the firm continue to
remain moderate as marked by interest coverage and Total Debt to GCA which stood at 4.41x and 3.72x in FY21.

Moderate Operating Cycle: The operating cycle of the firm continues to remain moderate at 8 days for FY21. The firm
normally extends credit period of up to 15-30 days to its customers. Furthermore, the firm receives an average credit
period of 1-2 month from its suppliers as the entire purchase is LC backed. Being a trading company, MO is required to
maintain adequate inventory of finished goods to cater the immediate demand of the customers, resulting in an average
inventory holding period of around 25 days during FY21

Liquidity: Adequate

The liquidity position of the firm remained adequate characterized by sufficient cushion in accruals vis-a-vis nil repayment
obligations. The firm has reported gross cash accruals to the extent of Rs.1.76 crore during FY21 and is expected to
generate envisaged GCA of Rs.1.80 crore for FY22 against nil repayment obligations. However, the non-fund-based
working capital limits is ~100% utilized for the past 12 month’s period ending February 2022. With nil dependence on
external borrowings as of March 31, 2021, the firm has sufficient gearing headroom, to raise additional debt for its capex,
supported by above unity current ratio.

Analytical approach: Standalone

Applicable Criteria

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Short Term Instruments

Wholesale Trading
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About the Company

Maruti overseas (MO) is proprietorship firm was founded by Mr Suresh Kumar Gupta in 2015 for the trade of Plastic
polymers and compounds like PVC Resin, PVC paste resin, ABS, LDPE and EVA. Approximately 70% of this material is
being imported from Countries like Taiwan, Republic of South Korea and the United States of America. These Plastics
polymers are used in several industries like Footwear, apparels, Plumbing, electronics, etc.

Brief Financials (Rs. crore) 31-03-2020 (A) 31-03-2021 (A) ' 9MFY22*(UA)
Total operating income 204.47 150.61 157.10
PBILDT 1.43 2.28 2.09
PAT 0.98 1.69 0.62
Overall gearing (times) 1.55 0.61 NA
Interest coverage (times) 3.72 4.41 NA

A: Audited; UA: Unaudited, NA: Not Available
*Refers to the period from April 1, 2021 to December 31, 2021.

Status of non-cooperation with previous CRA: Not Applicable
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 for this firm: Annexure- 4

Annexure-1: Details of Instruments / Facilities

Name of the Date of CouponMaturity Size of the Rating assigned along with
ISIN Issue N
Instrument Issuance Rate Date Rating Outlook
(Rs. crore)
Non-fund-based - ST-Letter
of credit - - - 25.00 CARE A4+

History of last three years
Current Ratings Rating history
Name of the Amount DEI R DE K Date(s) & Date(s) &

* Instrument/Bank TvpeOutstandin Ratin Rating(s) Rating(s) Rating(s) Rating(s)

* Facilities ypP (Rs crore)g 9 assigned in assigned in |assigned in assigned in
| L 2021-2022 |2020-2021 2019-2020 2018-2019
Non-fund-based - ST-

Letter of credit ST 25.00 A4+

Annexure-2: Rating

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

Annexure 4: Complexity level of various instruments rated for this compan

Name of instrument \ Complexity level

Non-fund-based - ST-Letter of credit

Annexure 5: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE Ratings Ltd. 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.
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Contact us

Media Contact

Name: Mradul Mishra

Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Shivam Tandon

Contact no.: +91-11-4533 3263

Email ID: shivam.tandon@careedge.in

Relationship Contact

Name: Swati Agrawal

Contact no.: +91-11-4533 3200
Email ID: swati.agrawal@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the
Securities and Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment
Institution (ECAI) by the Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE
Ratings Limited provides a wide array of credit rating services that help corporates to raise capital and enable investors to
make informed decisions backed by knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent
rating process that leverages our domain and analytical expertise backed by the methodologies congruent with the
international best practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital
market instruments including CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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 Limited has based its ratings/outlooks based
on information obtained from reliable and credible sources. CARE Ratings Limited 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 Limited have paid a credit rating fee, based on the amount and type of bank facilities/instruments. CARE
Ratings Limited 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 Limited is, inter-alia, based on the capital deployed by the partners/proprietor and the current
financial strength of the firm. The rating/outlook may undergo a change in case of withdrawal of capital or the unsecured loans brought in by the
partners/proprietor in addition to the financial performance and other relevant factors. CARE Ratings Limited is not responsible for any errors and states that
it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve acceleration of payments in case
of rating downgrades. However, if any such clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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