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Instrument Amount Rating Action
In Rs. Crore

Fund Based Limit 13.00 Revised to [ICRA]BB(Negative)
(revised from 10.00)

Non Fund Based 1.00 Revised to [ICRA]JA4

Limit (revised from 0.22)

Unallocated Limit 16.00 Revised to [ICRA]BB(Negative) / [ICRA]JA4
(revised from 19.78)

Total 30.00

ICRA has revised the long term rating assigned to the Rs. 13.00 crore’ (revised from Rs. 10.00 crore) fund
based limits to [ICRA]BB (pronounced ICRA double B) from [ICRA]BB+ (pronounced ICRA double B plus) and
has also revised the short term rating assigned to the Rs.1.00 crore (revised from Rs. 0.22 crore) non fund
based limits of Radix Industries (India) Limited (RIIL)* to [ICRA]JA4 (pronounced ICRA A four) from [ICRA]A4+
(pronounced ICRA A four plus). ICRA has also revised the long-term/short-term ratings assigned to the Rs
16.00 crore (revised from Rs 19.78 crore) unallocated limits of RIIL to [ICRA]BB/[ICRAJA4 from
[ICRA]BB+/[ICRA]JA4+. The outlook on the long term rating is also revised to Negative from Stable.

The revision of ratings and outlook to negative primarily factors in the reduced scale of operations from Rs.
55.61 crore in FY2015 to Rs. 30.13 crore in FY2016 and to Rs 2.89 crore in Q1FY2017 owing to lower demand
for non-remy hair from Chinese customers and weakened debt protection metrics with interest coverage ratio at
4.97 times (reduced from 12.22 times in FY2015) and NCA/Debt at 31% (reduced from 39% in FY2015) in
FY2016 owing to reduced profitability and higher interest expense. The ratings are also constrained by the
deteriorated liquidity profile as indicated by increase in working capital intensity to 59%(from 43% in FY2015)
for FY2016 owing to increased inventory levels maintained; RIIL’s limited pricing flexibility in the intensely
competitive hair processing industry pressurizes the margins and exposure to high customer concentration risk
where any order volatility would impact revenue as witnessed in the last 18 months. ICRA also notes that being
a fashion-oriented product, the demand for human hair is affected by the vagaries in economic scenario.

The ratings however positively factors in long experience of the promoters in the hair processing industry, easy
availability of hair and cheap labour which ensures cost competitiveness of the Indian hair export industry and
RIIL’'s established relationship with reputed clientele which ensures repeat orders supporting the business.

Going forward, the ability of the company to increase scale of operations and manage working capital
requirements would remain key sensitivities from credit perspective.

Company Profile

Radix Industries (India) Limited, formerly known as Ragson Petrochem Limited (RPL), a public limited company
listed in Bombay Stock Exchange and Madras Stock Exchange, was acquired by the promoters of Arqube
Industries (India) Limited in 2011 (rated by ICRA at [ICRA]BB(Negative) in September 2016). RPL was
incorporated in 1998 and it was earlier engaged in bottling of LPG and supplying to both domestic and
commercial use. Post acquisition, the line of business was changed from storage and marketing of gas to
dealing in exports of human hair, wigs & its products. Mr. Raghu Rama Raju is the managing director of the
company who has more than 18 years of experience in the hair industry.

Recent Results
In FY2016, RIIL reported net profit of Rs 2.03 crore on operating income of Rs. 30.13 crore as against net profit
of Rs 4.90 crore on operating income of Rs. 55.61 crore in FY2015.Further, In Q1FY2017, RIIL reported net
profit of Rs. 0.13 crore on operating income of Rs. 2.89 crore as against net profit of Rs. 1.73 crore on
operating income of Rs. 20.83 crore in Q1FY2016.
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1100 lakh = 1 crore = 10 million
* For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications.
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