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Singer India Limited
Instrument* Rated Amount Rating Action
(in Rs. crore)
Fund Based Limits — Cash Credit 7.00 [ICRA]BBB; upgraded from
(enhanced from 4.50) [ICRA]BBB-;
outlook ‘Stable’
Non Fund Based Limits — Letter of 13.00 [ICRA]JA3+; upgraded from
Credit/Bank Guarantee (enhanced from 6.50) [ICRAJA3
Total 20.00

*Instrument Details are provided in Annexure-1
Rating Action

ICRA has upgraded the long-term ratings for the Rs. 7.00 crore (enhanced from Rs 4.50 crore) fund based
limits from [ICRA]BBB- (pronounced ICRA triple B minus) to [ICRA]BBB (pronounced ICRA triple B)
ICRA has also upgraded its short-term rating from [ICRA]A3 (pronounced ICRA A three) to [ICRAJA3+
(pronounced ICRA A three plus) for the Rs. 13.00 crore (enhanced from Rs 6.50 crore) non fund based
limits of Singer India Limited (SIL). The outlook on the long term rating is “Stable”.

Rationale

The ratings upgrade takes into account the sustained improvement in SIL’s scale of operations with
operating income recording a 17% yoy growth at Rs 281.34 crore in 9M FY2017 vis a vis Rs 239.73
crore in 9M FY2016 aided by expansion in product portfolio. The upgrade also takes into account the
increase in the market share of the company in the Indian sewing machine market over the last three years
and also the growth in the home appliances segment alebeit on a small base. On the basis of its brand
recall, the volumes in the home appliances segment is growing wherein the company is following the
asset light model through outsourced contract manufacturing with back to back warranty with the vendors
for major defects.

The ratings continue to factor in SIL’s established brand name in the sewing machine industry, the
company’s widespread distribution base and operational as well as technical support from the parent
company, Singer Asia Limited. Also, SIL has a comfortable financial risk profile evident due to limited
debt levels resulting in healthy debt coverage indicators despite low margins. The debt levels are likely to
increase going forward on account of higher working capital requirements in the home appliances
segment. . The ratings, however, are constrained by the low low profitability margins and intense
competition especially in the home appliances segment. ICRA also takes into account the vulnerability of
SIL’s profitability to any adverse variations in raw material/traded goods prices. The ability of the
company, to register a sustained improvement in scale, along with improved profitability while efficiently
manage its working capital requirements, will be the key rating sensitivities.



ICRA

Key rating drivers

Credit Strengths

e Part of the Singer group that invented the sewing machine in 1851, technical and operational support
from holding company

o Decades of experience in the Sewing Machine Industry in India with an established brand name,
market share and widespread distribution network

e Current financial profile is characterized by almost debt free status resulting in healthy coverage
indicators despite low margins

Credit Weakness

e Significant product concentration from sewing machines where in the demand is growing at slow
pace

e Working capital requirements of the company likely to increase with increased share of home
appliances

o High competition in the sewing machine as well as home appliances business limiting the margins

Description of key rating drivers highlighted above:

Singer India Limited (SIL) has been marketing sewing machines both under the trademark ‘Singer’ and
‘Merritt’. SIL is a licensee of these trademarks and has entered into an agreement with SAL granting it
the rights to use these trademarks in India in return for a royalty of 1% of external sales per quarter to the
latter. Singer maintains international level of quality by standardizing certain specifications across
countries.

The sales mix of SIL continues to comprise majorly sewing machines however the share of home
appliances in the overall sales mix has been increasing (from 7% in FY13 to 21% in 9M FY17) leading to
some diversification in the product portfolio. During 9M FY16, sewing machines constituted for ~79% of
the overall sales vis-a-vis 93% in FY13. Despite the stagnant sewing machines industry in India, the
company’s sewing machine segment has grown at a CAGR of 18% from Rs 152.90 crore in FY12 to Rs
251.86 crore in FY15 and also at a yoy growth rate of 8% from 9M FY16.

The Company’s revenue share from the small appliances segment has increased at a CAGR of 46% from
Rs 12.8 crore in FY13 to Rs 57.64 crore in 9M FY17 and also shown a 77% yoy growth from Rs 32.51
crore in 9M FY16. The company was able to achieve a yoy growth of 85% in 9M FY17 over the previous
year. Some of the major products that SIL sells under the home appliances segment include Mixer grinder
(27%) cooler (14%), dry iron (11%) ad Geyser (10%). SIL provides after sales service for appliances at
all their retail stores and warranty extended varies from product to product although it is in the range of 1-
2 years. The company is creating 1-1.5% of total sales as warranty provision. In FY2016, the provision
creased was ~Rs. 3.70 crore. The warranty related expenses are very low for sewing machines while
provision is being created. The company does not have large advertisement budget. The company will
continue to undertake digital marketing which is cost effective and target the right customers
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About the Company:

SIL was incorporated in 1977 as Indian Sewing Machine Company Limited, which was the Indian Branch
of Singer Sewing Machine Company, U.S.A. It is engaged in the assembling and trading of sewing
machines and home appliances. The company has been marketing sewing machines under the trademarks,
‘Singer’ and ‘Merritt’. The manufacturing plant has a capacity of 72,000 units per annum.

As per the provisional numbers, in 9M FY2017, SIL reported a net profit of Rs. 6.66 crore on an
operating income of Rs. 281.34 crore, as against a net profit of Rs. 5.98 crore on an operating income of
Rs. 239.73 crore in 9M FY2016.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years:

Table: Rating History

S.No | Name of Current Rating Chronology of Rating History for the past 3
Instrument years
Type Rated | Month-year | Month- year | Month- year | Month- year &
amount & & Ratingin | & Rating in Rating in
(Rs. Rating FY2017 FY2016 FY2015
crore)
April 2017 | April 2016 May April 2014
2015
1 Cash Credit | Long- 7.00 | [ICRA]BBB | ICRA]BBB- | ICRA]BB+ [ICRA]BB
term (Stable) (Stable) (Stable) (Stable)
2 Non Fund | Short 13.00 | [ICRAJA3+ | [ICRAJA3 | [ICRAJA4+ [ICRA]A4
Based Term
Limits

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple

, "Complex" and "Highly

Complex". The classification of instruments according to their complexity levels is available on the
website www.icra.in
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Annexure-1

Details of Instrument

Name of the Date of Coupon rate Maturity Size of Current Rating and
instrument issuance Date the issue | Outlook

(Rs. Cr)
Cash Credit - - - 7.00 [ICRA]BBB (Stable)
Non Fund - - - 13.00 [ICRA]JA3+
Based Limits
Source: SIL
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.

For more information, visit www.icra.in
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warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy,
timeliness or completeness of any such information. Also, ICRA or any of its group companies may have provided services other
than rating to the issuer rated. All information contained herein must be construed solely as statements of opinion, and ICRA
shall not be liable for any losses incurred by users from any use of this publication or its contents.
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