Login

IndiaRatings
& Research

A Fitch Group Company

India Ratings Affirms Shetron at ‘IND BB’; Outlook Stable
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India Ratings and Research (Ind-Ra) affirmed Shetron Limited’s Long-Term Issuer Rating at 'IND BB'. The Outlook is
Stable. The instrument-wise rating actions are as follows:

Instrument Date of Coupon | Maturity Size of Issue Rating/Outlook | Rating
Type Issuance Rate Date (million) Action
Long-term loan - - January INR320.1 (reduced IND BB/Stable Affirmed
2031 from INR343.1)
Fund-based - - - INR287.5 (reduced IND Affirmed
facilities from INR362.5) BB/Stable/IND
A4+
Non-fund- - - - INR390.0 IND Affirmed
based facilities BB/Stable/IND
Ad+

KEY RATING DRIVERS

The affirmation reflects Shetron’s modest and volatile EBITDA margin due to fluctuations in raw material prices and competition
from the unorganised sector. EBITDA margin ranged between 12.4% and 16.1% during FY15-FY18 and reduced to 12.4% in FY18
(FY17: 15.5%) due to higher raw material prices and sales decline in the battery division to 29.9% in FY18 (FY17: 41.9%) which
fetches higher margins than cans division. ROCE was 11% in FY18.

The ratings continue to reflect the company’s tight liquidity. Average utilisation of the fund-based facility and non-fund based facility
was about 98% and 92%, respectively, during the 12 months ended October 2018 and cash balance was INR2.6 million at
FY18 (FY17: INR63.1 million). Its fund flow from operations and cash flow from operations have been positive since FY15. The
company had unutilised credit lines of INR3.1 million in FY18.

The ratings are constrained by Shetron’s moderate credit metrics. In FY18, EBITDA interest coverage (operating EBITDA/gross
interest expense) was 1.8x in FY18 (FY17: 1.7x) and net financial leverage (total adjusted net debt/operating EBITDA) was 3.5x
(3.5x).

The ratings are also constrained by Shetron’s medium scale of operations Revenue increased to INR1,682.5 million in FY18 (FY17:
INR1,487.4 million) on account of an increase in the volumes of cans sold. The company booked a turnover of INR1,060.0 million in

1HFY19 and had an order book of INR299.2 million for next four months.

The ratings are also supported by the company’s promoter’s more than three decades of experience in the business of metal


https://www.indiaratings.co.in/Analyst?analystID=238&analystName=Abhishek%20Balagiri

packaging and battery jackets manufacturing that has helped them in establishing healthy relationships with customers and

suppliers.

RATING SENSITIVITIES

Positive: A substantial improvement in the revenue and EBITDA margin leading to an improvement in the credit metrics on a

sustained basis will be positive for the ratings.

Negative: Deterioration in the EBITDA margin leading to deterioration in the credit metrics on a sustained basis could be negative

for the ratings.

COMPANY PROFILE

Shetron is a Bangalore-based company, listed on the Bombay Stock Exchange. It was established in 1980 by Mr. Diwakar S. Shetty
and his associates jointly with the Karnataka State Industrial & Investment Development Corporation. The company manufactures
metal packaging, printed metal sheets, metal cans & lug caps for foods and dry-cell battery jackets & components.

FINANCIAL SUMMARY
Particulars FY18 FY17
Revenue (INR million) 1,682.5 1,487.4
EBITDA (INR million) 207.9 230.6
EBITDA margin (%) 12.4 15.5
Gross interest coverage (x) 1.8 1.7
Net leverage (x) 3.5 3.5

Source: SL, Ind-Ra

RATING HISTORY

Instrument Type Current Rating/Outlook Historical Rating/Outlook
Rating Type Rated Rating 15 27 8 January
Limits November February 2016
(million) 2017 2017

Issuer rating Long term - IND BB/Stable IND BB/Stable IND D IND BB+/Stable
Long-term loan Long term INR320.1 IND BB/Stable IND BB/Stable IND D IND BB+/Stable

Fund-based facilities Long-term/Short term | INR287.5 | IND BB/Stable/IND A4+ IND IND D IND
BB/Stable/IND BB+/Stable/IND

A4+ A4+

Non-fund-based facilities | Long-term/Short-term | INR390.0 | IND BB/Stable/IND A4+ IND IND D IND
BB/Stable/IND BB+/Stable/IND

A4+ A4+

COMPLEXITY LEVEL OF INSTRUMENTS

For details on the complexity levels of the instruments, please visit https://www.indiaratings.co.in/complexity-indicators.

SOLICITATION DISCLOSURES
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Additional information is available at www.indiaratings.co.in. The ratings above were solicited by, or on behalf of, the issuer, and
therefore, India Ratings has been compensated for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold any
investment, loan or security or to undertake any investment strategy with respect to any investment, loan or security or any issuer.

ABOUT INDIA RATINGS AND RESEARCH

About India Ratings and Research: India Ratings and Research (Ind-Ra) is India's most respected credit rating agency
committed to providing India's credit markets accurate, timely and prospective credit opinions. Built on a foundation of independent
thinking, rigorous analytics, and an open and balanced approach towards credit research, Ind-Ra has grown rapidly during the past
decade, gaining significant market presence in India's fixed income market.

Ind-Ra currently maintains coverage of corporate issuers, financial institutions (including banks and insurance companies), finance
and leasing companies, managed funds, urban local bodies and project finance companies.

Headquartered in Mumbai, Ind-Ra has seven branch offices located in Ahmedabad, Bengaluru, Chennai, Delhi, Hyderabad, Kolkata
and Pune. Ind-Ra is recognised by the Securities and Exchange Board of India, the Reserve Bank of India and National Housing
Bank.

India Ratings is a 100% owned subsidiary of the Fitch Group.

For more information, visit www.indiaratings.co.in.

DISCLAIMER

ALL CREDIT RATINGS ASSIGNED BY INDIA RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: HTTPS://WWW.INDIARATINGS.CO.IN/RATING-DEFINITIONS.
IN ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC
WEBSITE WWW.INDIARATINGS.CO.IN. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE
AT ALL TIMES. INDIA RATINGS’ CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL,
COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT
SECTION OF THIS SITE.

Applicable Criteria

Corporate Rating Methodology.

Analyst Names

Primary Analyst
Abhishek Balagiri

Analyst

India Ratings and Research Pvt Ltd 6-3-339, Ozone Complex, 1st Floor Punjagutta Main Road
Hyderabad 500082

+91 40 67661908

Secondary Analyst

Priyanga Thirumal

Analyst


http://www.indiaratings.co.in/
https://www.indiaratings.co.in/rating-definitions
http://www.indiaratings.co.in/
https://www.indiaratings.co.in/Uploads/CriteriaReport/CorporateRatingMethodology.pdf

Committee Chairperson

Prakash Choraria

Associate Director
+91 33 40302504

Media Relation

Namita Sharma

Manager — Corporate Communication
+91 22 40356121

https://www.indiaratings.co.in/PressRelease?pressReleaselD=35079&title=India-Ratings-Affirms-Shetron-at-%E2%80%98IND-BB%E2%80%99...  4/4



