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Ratings
reas Amount L1
Facilities Ratings Remarks
(Rs. crore)
Long term Bank Facilities 65.00 CARE AA+; Stable Reaffirmed
(65.00) (Double A Plus; Outlook: Stable)
Short term Bank Facilities 18.00 CARE AL+ Reaffirmed
(18.00) (A One Plus)
- 83.00
Total Facilities (Rs. Eighty three crore only)
Commercial Paper 400.00 (400.0) CARE A1+ Reaffirmed
(Rs. Four Hundred Crore only) (A One Plus)
400.00 (400. Reaffirm
Non-Convertible Debentures (Rs. Four%oungeg?:?gre only) CARE AA+; Stable = =
(Double A Plus; Outlook: Stable)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE has reaffirmed the ratings assigned to bank facilities, long term and short term instrument of Trent Limited (Trent). The
rating factors in strong growth of Westside and Zudio formats of the company. The ratings of Trent are supported by its
strong parentage, experienced management, healthy capital structure and comfortable liquidity position. The ratings also
factor in the Joint Venture (JV) with the British major, Tesco PLC (Tesco), for Trent’s Star Bazaar format which is likely to
result in operational improvement due to Tesco’s established track record in the retail segment and reduction in financial
commitments towards the hypermarket segment for Trent and Trent’s association with the Inditex (Zara)

The ratings are, however, tempered by the continued losses in some of its subsidiaries/JVs like Trent HyperMarket JV,
Landmark and challenging outlook for the lifestyle retailing segment due to intense competition.

The ability of Trent to maintain a favorable capital structure and stabilize the business of its subsidiaries remains the key
rating sensitivity.

Detailed description of the key rating drivers

Key Rating Strengths

Strong parentage and an experienced management team: Trent is a part of the USD 100 billion Tata Group which comprises
over 100 operating companies in seven business sectors namely communications and information technology, engineering,
materials, services, energy, consumer products and chemicals. The group has operations in more than 100 countries across
six continents, and its companies export products and services to 85 countries. The combined market capitalization of
publicly listed Tata Group companies as at February 12, 2019 was Rs.10,88,446.05 crore.

The group holding in Trent is around 32.61% (which includes about 27.74% direct stake of Tata Sons Limited) as on March 31,
2019. The company is headed by Mr. Noel N Tata (Chairman) & Mr. Philip Auld (Managing Director) who is assisted by a team
of experienced professionals across various functions.

Established Brands with a long track record: Trent is one of the leading retail players in the Indian retail industry with the
series of established brands in various retail segments. Trent operates in multiple retail formats in both the value and
lifestyle segments such as Westside (life style), Star Bazaar (Hypermarket, Value retail), Landmark (Books and Music), Zara
(life style) etc. Trent operates 264 stores (including stores operated by Inditex Trent Retail India Pvt Ltd. and Trent
Hypermarket Private Ltd) as on March 31, 2019 under various segments across India.

Westside and Zudio drive growth: Trent’s flagship format Westside accounted for around 90% of the Company’s revenues in
FY 19. It is operating through 150 stores across 76 cities in India. Trent added net stores of 27 in FY19 the highest ever in a
year. Sales per square feet increased to Rs. 10,225/-in FY 19 from Rs. 9980/- in FY18.

The company posted growth of 6.1% in the bill size to Rs.2332 in FY19 from Rs.2197 in FY18. Total sales grew by 17% in FY19
(20% in FY18). Same store sales growth for Westside was similar as FY18 i.e. 9%. Own brands contributed over 97 percent of
total revenues. Westside’s “own-brand-led” business model allows active control across the value chain with respect to key
aspects of design, branding, sourcing, logistics, pricing, display, promotion and selling. On standalone basis Westside’s PBILDT
margins remained steady at 11%. Gross margins dipped as a result of price rationalization in certain kidswear and menswear
products.

! Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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During FY18, Trent had acquired value fashion apparel business ‘Zudio’ from Trent Hypermarket Private Limited (THPL).
‘Zudio’ is into fashion retailing with lower price points as compared to ‘Westside’. As of March 2019, it has presence through
40 standalone stores as well as 16 Star locations. Total revenues from Zudio were Rs. 204 crores in FY19 across platforms like
tataclig, shop in shop of westside and standalone stores, a 42% increase from FY18.

Star Bazaar and Landmark: Star stores are primarily operated by Trent Hypermarket Private Limited (THPL) - a 50:50 JV
between Trent Ltd & Tesco PLC UK. Under the star brand, the company has 12 star Hyper stores and 32 star market stores.
Star Bazaar stores have shown improvement in performance during the year but continue to make losses for Trent at
consolidated level. THPL delivered total income of Rs.1,009 Crores in FY19 vis-a-vis Rs.969 Crores in FY18. The losses declined
from Rs. 90.32 Crores in FY18 to Rs.84.56 Crores in FY19. Landmark stores continue to underperform on account of low
demand for certain categories of products like books and music (as digital mode is preferred), stiff competition in case of
certain mature stores. In addition to the independent stores, Landmark merchandise is also retailed through select 11
Westside locations currently as a shop-in-shop model. As on March 31, 2019 Landmark has 5 independent stores.

Comfortable capital structure with moderate liquidity back up owing to expansion; capital infusion expected from Tata
Sons: Since FY 18, the Company has been on a store expansion drive with focus on Westside and Zudio. As a result, this has
resulted in a moderation in liquidity and marginal decline of its capital structure. Standalone level overall gearing ratio stood
at 0.30x as on March 31, 2019, a marginal increase from March 2018 level (0.25x). Similarly, Total debt to GCA also
marginally declined from 2.57x in FY 18 to 2.91x in FY19.

There has been moderation in the company’s cash position as on 31st March 2019 with the total cash and liquid investments
of Rs. 180 crore as against Rs. 400 crore as on 31st March 2018.

As of 30th June 2019, cash and liquid investments stood at Rs.284.54 crore of which cash and bank balance was Rs.52.06
crore and liquid investments of Rs.232 crore. There has been preferential allotment of Rs.950 crore in August 2019 by Tata
Sons Limited to fund its expansion plans and back end investments in warehousing etc.

Key Rating Weaknesses

Subdued performance of subsidiaries/JV’s; additional investments to fund losses and support growth: THPL reported a
consolidated income Of Rs. 1022 crores in FY19 as compared Rs. 964.63 crores in FY18. The losses increased from Rs. 66.12
crores in FY 18 to Rs. 91.46 in FY 19 on a consolidated basis. Trent’s investments in THPL stood at Rs.490.19 crores in FY 19
(Rs.405.0 crores in FY18).

Improvement in loss making subsidiaries/JVs’ financial performance and reduced capital requirement from Trent will remain
key rating concerns.

High competition in fashion retail: The company is competing with the crowded branded apparel segment and facing the
steep competition from unorganized players as the entry barrier is low. Hence in future higher competition may curtail
company’s growth

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
Factoring Linkages in Ratings

CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Rating Methodology — Retail

Financial ratios — Non-Financial Sector

About the Company

Trent Ltd (Trent) is a part of the Tata Group, with the group holding 32.61% as on March 31, 2019. Trent is present in retail
segment and is present in all segments in fashion from value fashion to luxury products. It runs Westside, a chain of lifestyle
retail stores, Star Bazaar, a hypermarket chain and Landmark, a books and music chain. As on March 31, 2019, Trent had 150
operational Westside stores, 5 operational Landmark stores, 40 Zudio stores, hence present at all segments in the fashion
business ranging from value fashion to Luxury. The company is present in grocery retailing through its JV Trent Hypermarket
Private Limited which operates Star Stores. The current portfolio of 39 stores comprise of 10 Star Hyper stores and 29 Star
Market stores located in Bengaluru, Hyderabad, Kolhapur, Mumbai and Pune. In addition, Fiora Hypermarket Ltd. (FHL), a
wholly owned subsidiary of Trent operates 2 Star Hyper and 3 Star Market stores. Further, Trent’s JV with Inditex group
(wherein Trent holds 49%) operates 22 ZARA stores in 10 cities and 3 Massimo Dutti in 2 cities.

2 | CARE Ratings Limited


http://www.careratings.com/upload/NewsFiles/GetRated/Outlook%20Criteria.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Factoring%20Linkages%20in%20Ratings.pdf
http://www.careratings.com/pdf/resources/CAREPolicyonDefaultRecognition.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Organised%20Retail%20Companies.pdf
http://www.careratings.com/pdf/resources/FinancialratiosNonFinancialSector.pdf

Press Release

4&53@ R"atmgs

fessiomal Rtk Ogpiingon

Brief Financials (Rs. crore) FY18 (A) FY19 (A)
Total operating income 2087.72 2552.12
PBILDT 251.46 280.76
PAT 116.74 127.49
Overall gearing (times) 0.25 0.30
Interest coverage (times) 5.83 5.61
A: Standalone Audited
Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2
Annexure-1: Details of Instruments/Facilities
Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Bills - - - 40.00 CARE AA+; Stable
discounting/ Bills
purchasing
Non-fund-based - ST-BG/LC - - - 18.00 CARE A1+
Fund-based - LT-Bills - - - 25.00 CARE AA+; Stable
discounting/ Bills
purchasing
Debentures-Non September 15, 2016 7.84 10-Sep-2019  ©400.00 CARE AA+; Stable
Convertible Debentures
Commercial Paper - - - 300.00 CARE A1+
Commercial Paper - - 7 days to 364 days [100.00 CARE Al+
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No.| Instrument/Bank Type Amount Rating | Date(s) & | Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) | Rating(s) [Rating(s) assigned|Rating(s) assigned
(Rs. crore) assigned in | assigned in | in 2017-2018 in 2016-2017
2019-2020 | 2018-2019
1. [Fund-based - LT-Bills LT 40.00 CARE - 1)CARE AA+;|1)CARE AA+; 1)CARE AA+;
discounting/ Bills AA+; Stable Stable Stable
purchasing Stable (23-Jul-18) |(03-Jan-18) (24-Mar-17)
2)CARE AA+
(09-Sep-16)
2. INon-fund-based - ST- ST 18.00 CARE - 1)CARE A1+ [1)CARE Al+ 1)CARE A1+
BG/LC A1+ (23-Jul-18) |((03-Jan-18) (24-Mar-17)
2)CARE Al+
(09-Sep-16)
3. |Debentures-Non LT - - - - 1)Withdrawn 1)CARE AA+;
Convertible Debentures (03-Jan-18) Stable
(24-Mar-17)
2)CARE AA+
(09-Sep-16)
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4. [Fund-based - LT-Bills LT 25.00 CARE 1)CARE AA+;|1)CARE AA+; 1)CARE AA+;
discounting/ Bills AA+; Stable Stable Stable
purchasing Stable (23-Jul-18) |((03-Jan-18) (24-Mar-17)

2)CARE AA+
(09-Sep-16)

5. |Debentures-Non LT - - - - 1)Withdrawn

Convertible Debentures (24-Mar-17)
2)CARE AA+
(09-Sep-16)
6. [Debentures-Non LT 400.00 CARE 1)CARE AA+;|1)CARE AA+; 1)CARE AA+;
Convertible Debentures AA+; Stable Stable Stable
Stable (23-Jul-18) |((03-Jan-18) (24-Mar-17)
2)CARE AA+
(13-Sep-16)
7. |ICommercial Paper ST 300.00 CARE 1)CARE A1+ |1)CARE A1+ 1)CARE Al+
AL+ (23-Jul-18) |((03-Jan-18) (24-Mar-17)
2)CARE Al+ 2)CARE A1+
(11-Sep-17) (13-Sep-16)
3)CARE Al+
(30-Jun-17)
8. |Commercial Paper ST 100.00 CARE 1)CARE Al+ |1)CARE Al+ 1)CARE A1+
AL+ (23-Jul-18) |((03-Jan-18) (24-Mar-17)
2)CARE Al+
(11-Sep-17)
3)CARE Al+
(30-Jun-17)
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Note on complexity levels of the rated instrument: 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.
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About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE'’s 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’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.careratings.com
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