
 

1 Credit Analysis & Research Limited 

 

Brief Rationale 

March 30, 2015 

CARE REAFFIRMS RATINGS ASSIGNED TO THE BANK FACILITIES OF  

MSTC LIMITED 
Ratings 

Facilities Amount (Rs. crore) Ratings
1
 Remarks 

Long-term Bank Facilities 
500 ‘CARE BBB’ 

(Triple B) 
Reaffirmed 

Short-term Bank Facilities 
5,880 ‘CARE A3+’ 

(A Three Plus) 
Reaffirmed 

Total Facilities 6,380   

Rating Rationale 

The ratings continue to draw comfort from long & satisfactory track record of the company, Government of India’s (GoI) 

controlling stake, strong distribution channels, increasing popularity of MSTC’s e-commerce portals, favorable outcome of 

ongoing legal proceedings against gold purchasers & suppliers as well as progress made towards settlement of insurance 

claims and moderate financial position.  

However, the ratings are constrained by inability of MSTC to recover significant amount of dues pertaining to export bill 

proceeds of gold jewellery transactions for a considerable time period, significant dependence on few large customers, 

intense competition, low operating margin and high collection period.  

The ability of the company to recover overdue export proceeds and improvement in its profitability margins and capital 

structure amidst rising competition remain the key rating sensitivities. 

Background 

MSTC, a Mini-Ratna Category-I Public Sector Undertaking (PSU) of Government of India (GoI), was set up in September, 

1964 for regulating export of ferrous scrap from India. Currently, the company is under the Ministry of Steel, GoI, and is 

engaged in trading of various items in both the domestic and global markets. MSTC’s operations are order driven and the 

items it trades in vary depending on the market requirements and opportunities. 

In FY14 (refers to the period April 1 to March 31), the company primarily traded in coke/coal, Iron Ore, Chrome Ore, raw 

pet coke and Human Hair. MSTC also provides facilitator service through disposal of scrap & coal and importing products 

like HR coils, iron ore, coke/coal, copper, DRI, pellets, etc. for various customers, at a service charge. MSTC carries out its 

e-commerce business through its two internet based e-auction portals and e-procurement portals, which enables direct 

interaction between buyers and sellers and provides optimum inventory management for clients. After setting up these 

portals in 2002, MSTC enjoys first mover advantage in e-commerce. Over the years, these sales portals have grown 

considerably and a number of traders have registered with them. 

During FY09, MSTC had exported about Rs.623.5 crore worth of gold jewellery to 46 Dubai/UAE based customers through 

six Mumbai based jewellery manufacturers/merchants. Till February, 2015, MTSC got 46 decrees in its favour from foreign 

courts along with arbitration award against three suppliers and favorable order from the Hon’ble Bombay High Court for 

sale/transfer of one of its supplier’s mortgaged landed property.  

MSTC reported net loss of Rs.70 crore on a total turnover of Rs.5330.3 crore in FY14 vis-a-vis PAT (after deferred tax) of 

Rs.130.73 crore on a total turnover of Rs.6,455.3 crore in FY13. The company made provisions of Rs.226.78 crore on 

account of receivables against gold jewellery transactions impacting financials in FY14. During the period April’14 – 

January’15, the company achieved PAT of Rs.60 crore on turnover of Rs.6184.92 crore. 
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**For detailed Rationale Report and subscription information, please contact us at www.careratings.com 

 

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com. 

Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications. 

 

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the 

concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed 

by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is 

not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank 

facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments. 

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor 

and the financial strength of the firm at present. The rating may undergo 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. 
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