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ABOUT ONICRA CREDIT RATING AGENCY OF INDIA LIMITED (ONICRA)

Onicra Credit Rating Agency is one of the leading credit and performance rating agencies in India. It provides ratings,
risk assessment and analytical solutions to individuals, MSME and corporates. Third party credit and performance
rating and assessment help to create “trust” between players in markets that underpins transactions.

Onicra plays a central and critical role in collecting and analysing a variety of financial, operational, industry and market
information, then synthesising that information, and providing autonomous, reliable assessments of the entity,
thereby providing stakeholders with an important input for their decision-making process.

To realise our goal we have committed ourselves to providing the stakeholders with objective, timely, independent
and forward-looking credit and performance opinions. The foundation of that dedication is embedded in several core
principles — objectivity, quality, independence, integrity and transparency.

About Onicra MSME Ratings

The Ministry of MSME through NSIC has signed a memorandum of understanding with Onicra to provide performance
and credit rating services to MSMEs. The rating creates awareness about the strengths, weaknesses, opportunities and
threats, and assists in identifying areas of improvement for the MSME. Under this scheme, the MSME only pays 25% of
the rating fee to Onicra while the remaining 75% is paid by NSIC as subsidy.

The company has rated around 30000 MSMEs since 2005.

NSIC scheme features

[ 75% subsidy on NSIC Onicra A Government of India Initiative
'@ Rating Fees with NSIC

™ Rating encompasses credit &
Turnover based fee structure W performance factors

Benefits of NSIC- Onicra Performance and Credit Rating

e Assists in risk management by highlighting parameters measuring operational, financial and business risk.

e Enhances acceptability with banks, financial institutions and provides access to cheaper and timely credit.

e Itis a “holistic health check-up of the unit” that establishes credibility, goodwill and assists in dealing with large
companies.

e Helps in marketing and serves as first point to generate interest among potential partners.
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ECONOMIC PERSPECTIVE

Executive Summary
After two consecutive years of around 5.00% growth rate, the economic slowdown in India seems to have bottomed

out. Financial Year 2012-13 (FY13) and FY14 have been a witness to financial turbulence marked by capital outflows
and pressure on foreign exchange rate. Even though steps have been taken to curb the persistent inflation (especially
the primary inflation), fiscal imbalances, investment bottlenecks and infrastructural inefficiencies, they are not enough
and consistent efforts are required on behalf of RBI, the Government of India and other regulatory bodies. A systemic
resolution to these problems inclusive of structural reforms shall only pave the way for a more robust economic
performance.

The 4.56% growth of the Indian economy has been boosted by the 5.37% growth of the ‘Agriculture and Allied
Activities’ Sector. The recovery of monsoon in the second half of FY13 and a good monsoon in FY14 has supported
India to achieve a record food-grain production level in FY14. Laxity in clearing developmental and infrastructural
projects has badly impacted the ‘Manufacturing and Industry’ sector which has resulted in the downfall of the Indian
economy in the previous four consecutive quarters. Due to this policy paralysis, India suffered a week growth rate in
the FY14, in-spite of a revival of ‘Agricultural and Allied Activities’ sector owing to good production of crop. The
industrial slowdown and weak recovery in developed economies further caused the growth in the ‘Services’ sector to
drop.

However, for the period April-May 2014, the exports have picked up and the domestic demand has picked pace. At
14.24% growth in exports in May 2014, India has registered its highest exports growth since April 2013.The rupee has
stabilized at 58-60 a dollar in May 2014, which has prompted the Reserve Bank of India (RBI) to finally relax some of
the measures that it had taken to curtail the rupee slide. Inflation too had moderated at 5-6% in the period January —
March 2014 (Q4FY14). However, the tendency of inflation is yet to rise further and a tight control needs to be
maintained on this economic variable.

On the global front, the advanced economies have shown signs of recovery after a long time and in its wake, the Gross
Domestic Products (GDP) growth in the emerging economies is also expected to moderate. Speeding up in advanced
economies is expected to bolster the external demand. Furthermore, government action is expected to clear the
structural bottlenecks that have impeded the industry and investment.
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Economic Growth

Components of GDP and Growth Rate
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Note: Gross Domestic Product (GDP) at constant price

Composition of Sub-Sectors of GDP

(In %)
Sectors Q1FY13 Q2FY13 Q3FY13 Q4FY13 Q1FY14 Q2FY14 Q3FY14 Q4FY14
Agriculture & Allied Activities 13.46 10.83 16.83 13.41 13.25 10.80 16.93 13.92
Manufacturing and Industry 27.31 26.96 26.01 26.76 26.22 26.32 25.19 26.06
Mining & Quarrying 2.00 1.86 1.92 2.03 1.86 1.77 1.82 1.94
Manufacturing 15.31 15.32 14.68 15.14 14.50 14.76 14.31 14.88
Electricity, Gas & Water 1.98 1.94 1.82 1.75 1.97 2.00 1.83 1.79
Supply
Construction 8.02 7.83 7.59 7.84 7.89 7.79 7.22 7.45
Services 59.23 62.21 57.16 59.83 60.53 62.87 57.88 60.02
Trade, Hotel, Transport and 28.17 28.34 26.83 28.03 28.04 28.13 2591 26.96
Communications
Finance, Insurance, Real 19.09 19.46 18.18 18.26 19.93 20.41 19.94 19.92
Estate & Business Services
Community, Social & 11.97 14.42 12.16 13.54 12.55 14.34 12.03 13.14
Personal Services
Gross Domestic Product at 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

Factor Cost
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Growth Rate of Sub-Sectors of GDP

(In %)
Sectors Q1FY13 Q2FY13 Q3FY13 Q4FY13 Q1FY14 Q2FY14 Q3FY14 Q4FY14
Agriculture & Allied Activities 2.86 1.69 1.80 1.35 2.72 4.63 5.13 8.56
Manufacturing and Industry 1.82 1.27 2.49 2.66 0.21 2.35 1.18 1.84
Mining & Quarrying 0.37 1.68 -0.69 -3.07 -2.79 -0.41 -0.73 -0.08
Manufacturing -1.04 0.06 2.48 2.58 -1.19 1.01 1.85 2.74
Electricity, Gas & Water Supply 6.16 3.20 4.50 2.78 3.69 7.73 5.01 7.17
Construction 7.04 3.13 2.87 4.38 2.78 4.29 -0.58 -0.58
Services 7.66 7.64 6.65 6.57 6.63 5.94 5.78 4.94
Trade, Hotel, Transport and 6.10 6.80 6.39 6.21 3.88 4.04 0.91 0.58
Communications
Finance, Insurance, Real Estate 9.28 8.33 7.81 9.10 8.94 9.97 14.59 14.14
& Business Services
Community, Social & Personal 8.86 8.39 5.55 4.05 9.42 4.24 3.35 1.55
Services
Gross Domestic Product at 5.35 5.19 4.71 4.78 4.35 4.83 4.47 4.60
Factor Cost

Growth Rate of Components of GDP
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The ‘Manufacturing and Industry’ and the ‘Services’ sectors have proved to be the bane of the Indian economy in
Q4FY14 as well as FY14. A poor investment climate and lack of employment generation in the economy has kept the
public away from any long term investment and has also lead to a reduction in personal expenditure.
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The contraction in the private expenditure is in spite of the fact that Q4FY14 has been buoyed by the then upcoming
elections and the hope of a stable government at the centre. The impending elections had further curbed the
government expenditure, which too left its mark on the state of the Indian economy.

Agriculture and Allied Activities

The ‘Agriculture and Allied Activities’ sector has gained some of its lost space in the Indian economy as its contribution
to the national GDP increased for the Q4FY14 and FY14 vis-a-vis the corresponding periods previous year. This is a
result of the impressive growth rate shown by the sector during the FY14. The growth rate of the sector has increased
at an increasing rate during the year and stood at 8.56% in Q4FY14. This has been the highest growth rate registered
by any sector in any quarter during the last three years of the downturn in the Indian economy.

The improvement in the sector can be attributed to a good production of crop facilitated by a good rain fall in the last
two years consecutively.

Production of Major Agricultural Crops (in Million Tonnes)

Crop 2012-13 2013-14 Growth %

(Advance Estimates)
Rice 105.24 106.29 1.00
Wheat 93.51 95.85 2.50
Total Pulses 18.34 19.57 6.71
Total Food grains 257.13 264.38 2.82
Total Oilseeds 30.94 3241 4.75
Sugarcane 341.20 348.38 0.30

The rainfall has been in excess of the normal over the different monsoon periods in the last year, which has supported
the increase in production. However, as per the India Meteorological Department (IMD) Long Range Forecast report
released on 9" June 2014, the ESSO-IITM coupled dynamical model predicts moderate EI-Nino conditions in the
tropical Pacific for summer months and chances of El Nino occurring during monsoon are very high (more than 70%).
This may hurt the rainfall dependent crop production in the coming year and might lead to increase in the food
inflation.
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Manufacturing and Industry

Index of Industrial Production
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After a long stagnancy over the period January 2013 to November 2013, the Index of Industrial Production (IIP) has
shown fluctuations in the Q4FY14. It has increased in the months of December 2013 and January 2014, dipped in
February 2014 before shooting up in March 2014. Apart from the ‘Electricity’ sub sector, the indices for the other sub
sectors and the ‘General Index’ have declined in April 2014. However, they are projected to resurge in the coming

months based on expectations of increased focus of government on increasing industrial output, firming of the value
of rupee against dollar and improved investment levels.

Percentage change in Index of Industrial Production
Industry Group 2012-13 2013-14

April 2013 April 2014
General Index 1.1 -0.1 1.5 3.4
Mining & Quarrying -2.3 -0.6 -3.4 1.2
Manufacturing 1.3 -0.8 1.8 2.6
Electricity 4.0 6.1 4.2 11.9

The ‘Manufacturing and Industry’ sector has been handicapped by the ‘Mining and Quarrying’ sub sector which has
shown a deceleration in the growth since the last 3 years. Improvement has been noted in the sub sector in the month
of April 2014 backed by an increase in the production of coal by 3.3% over the corresponding quarter previous year.
Even though the quarterly growth rate of the sub sector in Q4FY14 was negative, the decline rate is minimal at 0.08%.
The other sub sectors hampering the ‘Manufacturing and Industry’ sector is the ‘Construction’ sub sector. The lack of
an encouraging investment climate has impacted this sub sector adversely. The ‘Manufacturing’ sub sector which

comprises of 75% of the ‘Manufacturing and Industry’ sector has also seen a slack growth rate due to low domestic
demand.
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Structural reforms are required to boost the ‘Manufacturing and Industry’ sector. Some of the steps have already been
initiated towards this objective but the required momentum is still missing. The efforts made by the central
government such as creation of a Cabinet Committee of Investment for quick approval of stalled projects and
clearance of laws such as Land Acquisition Act have not been effectively implemented. Slowdown in corporate
investment and infrastructure development has impeded a conducive investment environment for the Indian
‘Manufacturing and Industry’ sector.

Service

‘Services’ sector has been the mainstay of the Indian economy over the years. However, its contribution to the GDP
and its growth has continuously decreased over the last four quarters. The decline in Q4FY14 in the sector is lead by a
decline in the ‘Trade, Hotel, Transport and Communications’ sub sector. In the transport and communication segment,
the sale of commercial vehicles has registered a decline at a rate of 20.20% for FY14. The contribution of railways to
transport, which is another key indicator of services sector, has also declined. The net tonne kilometer and passenger
kilometer have registered a growth rate of 1.60% and (1.90) % respectively in FY14.

Due to reduced government expenditure, ‘Community, Social and Personal Services’ sub sector has also witnessed a
decline in the growth rate. The Q4FY14 was especially hit on this front due to the impending elections. Given the
amount of fiscal deficit in the economy, the sub sector may take some time to show resurgence.

‘Finance, Insurance, Real Estate and Business Services’ sub sector has posted impressive growth due to significant
growth of bank deposits and bank credits. This sub sector has been the only saving grace for the ‘Services’ sector
during the last quarter.

The sheen of the ‘Services’ sector, which had become the sunrise sector in the boom period of 2010-11 and had shown
impressive growth in that period, has eroded and it has shown a continuous decline in the FY14. This has a graver
effect on the GDP of the economy as the share of the ‘Services’ sector in the total Indian GDP is highest at 60.02% for
Q4FY14.

Consumption Drivers
CET I ETES Growth (%) in Q4FY13 Growth (%) Q4FY14

Production of Food Products and Beverages
Production of Apparel
Production of Consumer Goods

Deployment of Bank Credit to Housing*

Source: RBI
* including priority sector housing

There has been an increase in the consumption expenditure on food products and housing (including priority sector
housing). However, the spend on apparel and consumer goods have decreased as the domestic demand has been low.
With RBI choosing to keep interest rates high as a tool to control inflation, the consumer spend has decreased. A
dwindling domestic demand added to lack of government initiative on improving the industrial growth has had a
negative impact on the Indian economy.
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Investment Drivers
Industry wise Deployment of Gross Bank Credit

Particulars Share towards Deployment of YOY Growth (%) (March-March)
Gross Bank Credit as on 21° 2013 2014
March 2014 (%)

Infrastructure

Basic Metal & Metal Products
Textiles

Chemicals & Chemical Products
Food Processing

All Engineering

Gems & Jewellery

Vehicles, Vehicle Parts & Transport
Equipments

Petroleum, Coal Products & Nuclear Fuels
Construction

Cement & Cement Products
Rubber, Plastic & their Products
Mining & Quarrying (incl. Coal)
Paper & Paper Products

Beverage & Tobacco

Leather & Leather Products

Wood & Wood Products

Glass & Glassware

Other Industries

Industries

Source: RBI

As on 21 March 2014, growth in the deployment of gross bank credit has seen a fall on account of significant decline
in ‘Chemicals & Chemical Products’ followed by ‘Petroleum, Coal Products & Nuclear Fuel’ and ‘Cement & Cement
Products’. ‘Infrastructure’ (33.29%), ‘Basic Metal and Metal Products’ (14.35%), ‘Textiles’ (8.09%), ‘Chemicals and
Chemical Products’ (6.65%), ‘All Engineering’ (5.87%) and ‘Food Processing’ (5.77%) industries have accounted for
major shares in overall credit deployed to industry in FY14.

An analysis of the credit employment presents a gloomy picture of the Indian economy as most of the industries have
seen a fall in the credit deployment and hence shows lack of investment growth. Out of the 18 major industries, 10
have seen a fall. ‘Chemicals & Chemical Products’, ‘Petroleum, Coal Products & Nuclear Fuels’, ‘Cement & Cement
Products’, ‘Mining and Quarrying’ have all registered lower growth in credit this year as against last year.

The 8 industries that have seen an increment in the growth of credit deployment as compared to last year include
‘Construction’, ‘Rubber, Plastic & their Products’, ‘Leather and Leather Products’, ‘Paper and Paper Products’, ‘Beverage
& Tobacco’, ‘Vehicle, Vehicle Parts & Transport Equipments’.

The decline in credit deployment towards ‘Chemicals & Chemical Products’ industry has been due to a decline in credit
deployment towards the fertilizers and petro chemicals segments. ‘Basic Metal and Metal Products’ has seen a decline
by approx. 5% due to slower pace of growth in iron & steel segment.
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Export-lmport

YOY Export and Import
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Feb-14
Mar-14
Apr-14
May-14

Export Import

("Billion)

%Growth in Export
(" Billion) (Yoy)

%Growth in Import (YOY) Trade Balance

1449.60 1.70 2517.00 11.00 -1067.40
1470.00 -1.11 2678.40 6.99 -1208.40
1426.80 -4.56 2162.04 -0.37 -735.24
1550.04 11.64 2286.12 -6.20 -736.08
1568.10 12.97 2223.18 -0.68 -655.08
1660.80 11.15 2065.80 -18.10 -405.00
1636.20 13.47 2269.20 -14.50 -633.00
1476.60 5.86 2029.80 -16.37 -553.20
1581.00 3.49 2189.40 -15.25 -608.40
1605.00 3.79 2200.20 -18.07 -595.20
1540.80 -2.17 2028.60 -17.09 -487.80
1774.20 -4.15 2404.80 -2.62 -630.60
1537.80 6.08 2143.20 -14.85 -605.40
1679.40 14.24 2353.80 -12.12 -674.40

Source: Ministry of Commerce & Industry

After a lot of fluctuations in India’s export, it finally registered its highest growth rate. Exports rose by 14.24% on a YOY
basis. Export growth remained subdued during the previous seven months. The pick-up in exports was mainly
contributed by the export of petroleum products. Growth in export of manufactured goods is also expected to have
accelerated in May 2014. Among manufactured goods, exports of leather & leather products, readymade garments
and engineering tools rose by more than 20.00% in May 2014. This has also been supported by growth in gems &
jewellery which turned positive after nearly six month. Along with this, agri-commodities have also contributed in
enhancing the growth rate of the exports.
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India’s imports have registered a continuous fall from June 2013 to May 2014. The decline in imports in April 2014 was
entirely on account of a fall in gold & silver imports. The RBI had imposed the 80:20 rule on gold imports in July 2013

which has led to sharp decline in the gold import volumes. India’s gold & silver imports declined by 68% to "156 billion

mainly on account of a sharp fall in gold import volumes along with a fall in the international gold and silver prices
thereby suppressing the value of these imports.

Petroleum, Oil and Lubricant (POL) import account for one-third of India’s total imports. They rose by 2.4% to 870
billion in May 2014 on account of higher international crude oil prices. The price of the Indian basket of crude oil

averaged 4.90% higher at ‘6378 per barrel during April-May 2014 on a YOY basis.

The trade deficit continued to contract on a YOY basis. The increase in trade deficit increased due to a significant rise in
imports as compared to the exports.

Interest Rate

Item/Week Ended

Cash Reserve Ratio (%)
Repo Rate (%)

Reverse Repo Rate (%)

Marginal Standing Facility (MSF) (%)

Statutory Liquidity facility

Source: RBI

Irrespective of market’s expectation of a cut in the policy rates, RBI has maintained the status quo as far as rates under
Liquidity Adjustment Facility (LAF) are concerned. The RBI is trying to maintain the balance between growth plans of
the government and its main concern i.e. Inflation.

RBI announced a cut in the Statutory Liquidity Ratio (SLR), the minimum percentage of deposits that the bank has to
maintain in form of gold, cash or government approved securities in June 2014 in order to infuse liquidity in the
market. This move by RBI will also prompt the banks to lend more to the private sector since they will be required to
subscribe less to government securities than earlier.

CONICRAH 11
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Inflation

MoM Inflation on Major Groups in WPI
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There has been a moderation in the Wholesale Price Index (WPI) based inflation rate in the Q4FY14. It has come down
to 5-6% in the year 2014, lower than the 6-7% rate that prevailed in the year 2013.

The WPI based inflation increased to 6.01% in May 2014 from 5.20% in April 2014. The inflation for primary articles
increased from 7.06% in April 2014 to 8.58% in May 2014. The inflation for fuel and power group also moved up to
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10.53% in May 2014 from 8.93% in April 2014, while the inflation for manufactured products reached 3.55% in May
2014 from 3.15% in April 2014.

The inflation for fruits, milk, 'egg, meat & fish', spices, tea, coffee, oilseeds, metallic minerals, mineral oils, electricity,
paper products, chemical products, basic metals etc increased contributing to the overall rise in inflation in May 2014.

On the other hand, the inflation for vegetables, flowers, crude oil, textiles items, machinery & machine tools etc eased
in May 2014 from April 2014 level.

FINANCIAL MARKET
Currency Market

Exchange Rate Movement
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Source: RBI
* Units on y-axis in reverse scale

Rupee (INR) value reached all time low during last year, due to weak sentiments of investors (Majorly Flls) driven by
lack of government initiatives and other macro economic factors. Later, it recovered from being one of the worst
performing currency in Asia to one of the best performing currency, due to various measures of RBl and improvement
in the market sentiment driven by hope of stable government and market friendly measures by the new government.

In the month of May, Rupee was hovering around 58-60 against dollar. It has reached to 58.42 in the mid of May. By
analyzing the trends, RBI has now started relaxing measures that it has taken to curtail the rupee slide. RBI has

increased the limit of overseas remittances from ~ 4.50 million to ~ 7.50 million.

RBI has now allowed foreign portfolio investors (FPIs) to access the currency futures or exchange traded currency
options for the purpose of hedging the currency risk arising out of the market value of their exposure to Indian debt
and equity securities. This measure has been taken to enhance the depth of the foreign exchange market.
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Equity Market
Sensex vs Nifty SML CAP vs MID CAP Index
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Foreign Institutional Investor (FIl) vs. Domestic Institutional Investors (DIl) Movement
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Every day market is reaching new heights in the hope of market friendly policies by the new government and
favourable global conditions which have led to ongoing bullish trend in the market. The market sentiments were
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rightly depicted by upward movement in both the benchmark indices i.e. S&P BSE Sensex and CNX Nifty. In last few
months, Sensex and Nifty both have shown bullish trends after 4 to 5 months stability in the market from October
2013 till January 2014. Since January 2014, market has started showing huge jumps. Market has also seen some
sessions of down fall that was mainly due to profit booking, but the sessions have been short-lived.

The S&P BSE Small Cap index composition mainly comprised of housing related companies and capital goods
companies. It has performed better than the Sensex in last one year if we compare the return as well as volatility. The
return generated by S&P BSE Small Cap index for 1 year period was around 32.97% with volatility of 0.88%. Although
Sensex return and volatility for 1 year period was 25.70% and 0.92% respectively. The S&P BSE Mid Cap has performed
better than Sensex as well as Small Cap index in terms of return generated over a period of one year, which was
around 38.52%. However, if we look into the volatility, it was higher in Mid Cap index i.e. 0.93% for one year vs. 0.88%
of BSE Small Cap Index.

The Flls have made net purchases of around '18,085.98 Cr in the market during months of April and May 2014.
Although DlIs were net sellers in the market during the period, their net sales during the month of April and May 2014
were around '10,995.08 Cr. The high expectation of economic growth under the new regime is driving the Flls to pump

in the money in Indian markets. Favorable signs from RBI, such as easing of SLR and no upward tinkering in policy rates
are also favouring the market sentiments.

Outlook

Even though the growth of the economy has been lower than anticipated, the political stability resulting from a clear
mandate from the elections is likely to boost the business and household confidence level. Already, economists have
raised their growth forecast about the Indian economy for the FY15. Policy changes including attracting investment
(both foreign and domestic), developing infrastructure and cutting subsidies to control the deficit are the least of the
expectations from the new government. As the Government holds a majority share in the Lok Sabha, smoother
progression of bills required for policy overhaul is guaranteed, should they see the light of the day.

A better growth rate in FY15 should not be a distant dream with the market indices improving over the period of time.
Exports and foreign exchange movement have also been conducive for the economy since May 2014. Inflation is
looking to ease, especially the primary inflation and retail inflation. With the improvement in the growth rate of the
developed economies, the growth of Indian economy is expected to rise backed by an increase in external demand for
goods and services. On the industrial front, output from mines, factories and utilities has improved by 3.4% on o YOY
basis in April 2014, and this has been the highest growth rate since April 2013.

Apart from the above factors driving the growth, there are risks to the outlook. With the revival of U.S. economy, the
foreign funds may look towards U.S. as their new investment hub and may divert funds from the developing
economies including India. On the domestic front, efforts are required to build up an investment encouraging climate
and promote infrastructural development. Strengthening the manufacturing and industry sector and the services
sector would become critical as the expected El-Nino formation in the summer months may lead to poor rainfall and
hence lower than expected food grain production. The agriculture and allied sector which has supported the growth of
the Indian economy in the last two years, may not be able to pull up the growth in the economy in FY15.

—

7

ONICRH 15



n We SECURE TRUST

PERFORMANCE & CREDIT RATING SCHEME OF NSIC

CHANNELIZING PRIVATE INVESTMENT BY IMPROVING RETURNS TO MSMEs

In continuation of our efforts in the previous publication, we hereby try to analyze the impact of the Performance and
Credit Rating (PCR) Scheme of NSIC on the MSME units rated by Onicra, in terms of the returns generated on
shareholder’s investment and how well have they performed post rating compared to their performance pre rating. In
our previous edition, our analysis has proved that the scheme has benefitted the rated units in numerous ways. The
most important benefit is the interest rate reduction that the units get on the facilities availed from the banking and
non-banking institutions, after the unit is accorded a higher credit rating score by the rating agency. The study

concluded that the 1000 Onicra rated entities (that were part of the sample) enjoyed an interest expense saving of
4.73 cr in FY13. This implied that for the 19676 units rated by any rating agency in FY13, there has been a potential
interest expense saving of * 93.1 cr. It translated to an interest rate reduction by 10.7% in FY13 when compared to the

interest rates charged in FY12 for the same units.

Benefits of NSIC Performance & Credit Rating Scheme (FY13)

Interest Rate Reduction Higher Inclusion of MSMEs

1.16 percentage points decline in Interest | Growth in the no. of rated entities @ a CAGR of
Rate 40% of

Savings of "93.1 Crore for 19676 units Increased from 3854 in FYO8 to 19676 in FY13

Apart from the MSMEs, the maximum benefit has been derived by the banks and the financial institutions (Fls). The
banks, especially the public sector banks have been reeling under high Gross Non Performing Assets (GNPAs). Lack of
robust verification and screening of application, absence of supervision following credit disbursal and shortfalls in the
recovery mechanism have led to the deterioration of asset quality of these banks. By providing an unbiased third party
opinion on the prospective credit seeker, the reports of the rating agencies about the units prepared under the
scheme support the decision making of the banks and Fls on the prospective customer and the degree of risk on the
exposure. The credit rating score is a measure of credit risk and reflects the varying level of probability of default of a
given borrower. The reports prepared under the scheme strive to reduce the information asymmetry leading to
informed decision making and reduced NPAs in one of the highest risk category assets i.e. the MSMEs.

Mar 2009 Mar 2010 Mar 2011 Mar 2012 Mar 2013

GNPA Ratio in SMEs*

* Source: http://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/00BLS091213F.pdf
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In a separate study conducted by Onicra to study the default rate of MSMEs in meeting their financial obligations
towards banks and Fls, it was identified that the defaults are lower for the highly rated units. With only a 1.29% default
rate among the top three rating categories, the risk of banks is minimized. It helps the banking business to reduce the
minimum capital required to meet the norms laid by RBI on capital adequacy. Banks can use these reports to disperse
adequate credit to the right applicant of loan. By reducing information asymmetry, the scheme has helped the banks
to channelize their money into the least risky business ventures.

IMPACT STUDY OF THE SCHEME

The ease of availability of debt finance has prompted the MSME entrepreneurs to increase their own investment in the
unit, which is amiable for an employment generative and growth oriented environment in the country. As per our
analysis of the rated units in the sample (the sample set considered is the same as was used for studying the impact of
the scheme on interest rate changes in the previous edition), the debt equity ratio of the units have increased from
0.66 times in FY12 to 0.67 times in FY13. A low debt equity ratio in both the years could be attributed to the fact that
banks are reluctant to lend money to the MSMEs due to their lower credibility and lower ability to pay back in times of
any crises. Nevertheless, it has been noted during the study that post ratings, the component of debt has increased by
49.0% in the total capital structure of a rated unit. The share of both - the long term and short term debt have
increased in FY13 by 43.1% and 51.1% respectively. The shareholders investment, measured by equity has also
increased by 41.5% in FY13. It was calculated that the contribution of equity had been decreasing in the FY12.

Particulars

Debt/ Equity (Times)

Return on Equity

Cost of Borrowings

The result of a higher increase in the proportion of debt in the capital structure has helped the units to trade on equity.
The return generated on equity has improved by 12.04% in FY13. From 12.26% in FY12, the return on equity increased
to 13.73% in FY13. This was primarily due to the fact that the cost of borrowing is lower than the cost of equity.
MSMEs have been accorded the status of priority sector lending by the RBI and higher ratings by the credit rating
agencies further help to reduce the interest burden.

Maximizing the shareholder’s returns is the primary objective of any enterprise. The PCR Scheme has supported the
MSMEs in achieving this objective, apart from spreading numerous other benefits — whether quantifiable or non-
quantifiable. The MSMEs have experienced visible improvement in terms of easy access to credit, lower interest cost,
relaxed collaterals, better acceptance by buyers and vendors, improvement in internal processes of the rated entity
based on the feedback provided in the reports, etc. A testimony to this is the feedback of our various clients that have
been appended below. Subsequently, a lot of units are opting for rating under the scheme and then renewal ratings,
even though renewals are not subsidized, unlike the first-time ratings under the NSIC-PCR scheme. A study by Onicra
revealed that approximately 11% of units applied for renewal ratings after being rated under the subsidized scheme
due to the perceived benefits. The government may ponder over further extending the scheme to renewal ratings as
the perceived benefits are far more than the initial outlay i.e. the subsidy cost to the government.
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INDUSTRY UPDATE — COLD CHAIN INDUSTRY

Modernization of Cold Chain Infrastructure

The cold chain involves the transportation of temperature sensitive products along a supply chain through thermal and
refrigerated packaging methods to protect the integrity of these shipments. There are several means in which cold
chain products can be transported, including refrigerated trucks and railcars, refrigerated cargo ships as well as air
cargo. India's integrated cold chain industry - a combination of surface storage and refrigerated transport - has been

growing at a CAGR of ~20 % for the last three years. The cold chain market in India is anticipated to reach ~ 624 Billion

by 2017. The current capacity of the organized warehouses, controlled by corporate, cooperative and private sectors,
is 108.75 million metric tonnes (MT), of which the private sector has only 18 million MT, while Public Private
Partnerships (PPP) are yet to start off in the sector.

High growth prospects for the food-processing sector along with attractive government incentives (including 51
percent FDI) make cold chain business a lucrative proposition for foreign investors as well. It should be specifically
mentioned that a large number of cold storage projects, located in different parts of the country, are based on old and
inefficient technology. The user industry would expect modern plants with more automation, mechanised operations
and operating conditions that are more hygienic. Currently, one of the focus areas is to make reefer trucks more
energy efficient to withstand the variations in the ambient temperatures at drop-off points.

The cold chain industry is emerging as a fast-growing business in India, with developments in the food processing
sector, organized retail and government initiatives driving growth. To develop a world-class cold chain infrastructure,
government and industry bodies need to work in collaboration to encourage the adoption of better and more efficient
refrigeration technologies that can prolong the shelf life of food products and bring commensurate economic returns
to the farmers. Besides, to boost the investments, financial institutions should play a major role to encourage the
investment in cold chain industry in terms of loan sanctioning, nominal interest rates and disbursement. The growth
cannot happen without their support. The state government must take a step towards subsidizing the electrical tariffs,
encouraging use of renewable energies, etc in order to boost the development of cold chain infrastructure in India.

//- :
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MICRO, SMALL AND MEDIUM ENTERPRISES: STRENGTHENING NSIC PERFORMANCE AND
CREDIT RATING (PCR) SCHEME TO INCREASE ACCESS TO FINANCE

On analyzing the impact of PCR Scheme, it was observed there has been a direct impact on the performance of the
small business in terms of easy access to credit, interest rate reduction, greater acceptance among the buyers and
sellers and reduction in loan processing time. It was also found that a large number of units rated under the scheme
have opted to come back for renewals as it proved beneficial to them in more than one way. It is important that a
culture of rating is set up in the MSME sector so that the scheme can be effectively and efficiently utilized and more

and more number of companies are benefitted.

Onicra has been successful in maintaining a lengthy relationship with its clients which can be reflected by the feedback
that have been received. It is a real boost that the enterprises that have been rated by us have derived meaningful and

measurable benefits from the ratings assigned.

NAME OF THE UNIT: SABOO COATINGS LIMITED

Entity Profile

Year of Establishment: 2000
SSI No. / EM No.: 030181200272
Industry Sector: Chemicals
Registered Office: SCO 88-89, Sector 8-C, Chandigarh-
160009
Promoters/ Partners/ Directors
e  Mr. Rajendra Kumar Saboo
e  Mr. Yashovardhan Saboo
e  Mr. Jai Vardhan Saboo
e  Mr. Lalit Mohan Suri
e  Mr. Narottam Das Agrawal
e  Mr. Rohitasava Chand
e Mr. Hemant K. Arora
e  Mr. Subhash Chandra
e Mr. B.S. Kesavaram
Telephone No.: 9815511051
E- mail: v.mathur@saboocoatings.com

Operations Profile

e Service/ Product Profile:

Manufacturing of Spray

Paints & Lacquers, Electrophoretic Lacquers and Lead

Free Paints

e No. of Employees: 190

e Key Customers:

Juneja Paints & Chemicals
Havells India Limited

e  Auditor: S.S. Kothari Mehta & Co., Chandigarh

e Banker: Bank of India, Sector 32, Chandigarh

Benefits Derived from the Rating

e Reduction in Process Time
e Increase in recognition from vendors/ buyers

1.25% concession on rate of interest

Financial Profile (" in Lac)
| Particulars || 2010-11 || 2011-12 || 2012-13
Turnover 4,476.01 4,679.15 5,063.22
Profit 123.35 -10.24 47.23
Net Worth 504.17 498.22 536.66
Bank Loan 730.86 756.63 846.50
g

ONICRA

Year 2012-13 2013-14 2014-15
Rating SE 1B SE 1B SE 1B
Assigned
Report Date 19t 16t 20 May
December October 2014
2011 2012
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‘ SABOO
COATINGS

June 4, 2014

Onicra Credit Rating agency of India Ltd,
SCO-54, Ind Floor,

Sector-47-C (above OBC Bank)
Chandigarh,

Dear Ms. Prabhpreet,

Thiz is with referance to the credit rating services belng received from your company by us for
the last 3-4 years. Wo rake this oppartunity today only to thank you for your valuable services
which have beon instrumental in reducing our finance costs by almast 1254 basis points which
for any business big or small makes a significant contribution and so it has done lor our
company.

Our proposals along with your rating reports have not only beon accepted on the outset by the
banks but have been instrumental in Retting our applications being processed efficiently by the
banks, The approval process time for our submissions has always been low with your name
playing 4 significant role in the timely processing.

Further we have been sharing the credit rating reports with our vendors specially in new
dealings and this again helps us leverage better purchase terms from the market as a credit

rating through o recognized name is always handy in almost all 'yvour commercial dealings with
related and unrelated vendors.

Last but not the least we appreciate the fact that the charges for your services have been
significantly lower a< compared to others In the same field of operation with definitely no
compromise on the quality of the output which to our understanding is something which can be
attributed as your strength and we hope that this would continue in the tuture tao

Keop up the good work.
Thanking you
For Saboo Coatings Limited,

—p

ey I

- ee—
(V.S.Mathur)
Chief Financial Officer

Saboo Coati Limitoa

Pagil OMicn 580 B0, Gacmnr 3G Chnnliparts 100 000 HiLna
Wik SLabialiinm Plount, o sdistnt 140 8307 Ll Ml (P oengany ) AT
Phome  “UL I S22 1TL. NGO Fes vB e szznn
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20




O

-----------

21

SECURE TRUST
NAME OF THE UNIT: ANAND LINERS (INDIA) PRIVATE LIMITED
Entity Profile Operations Profile
e  Year of Establishment: 1980
e SSINo./ EM No.: 2400922000252 e Service/ Product Profile: Manufacturing of
e Industry Sector: Auto and Auto Components Cylindrical Liners, Sleeves & Air Blocked 0
e Registered Office: Survey no.237/238, Plot no. 3,4 & * No.of Employees: 120
7B, NH-8B, Village- Veraval (Shapar), Rajkot, Gujarat- Key Customers:
360024 La-Meccanica
e Promoters/ Partners/ Directors: Al-Bhawadi General Corporation
e Mr. Damjibhai Nathubhai Patel * Auditors: R.P.C. & Co, Rajkot
e Mr. Prashant Damjibhai Akabari *  Bankers: Bank of India, Rajkot
e Telephone No.: 281-6543054/2457392/99252 Benefits Derived from the Rating
24877/9099545805
e E- mail: bakul@anandenterprise.com e Concession on rate of interest
Particulars || 2010-11 | 2011-12 | 2012-13 Rating SE2A SEZB SE 2A
Turnover 790.49 962.45 1217.45 Assigned
Profit 110.74 23.93 66.94 Report 23rd March 23rd January 1st March
Date 2012 2013 2014
Net Worth 776.90 754.20 819.97
Bank Loan 179.96 159.06 147.51
=
Ve
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ANAND LINERS

S (India) PVT. LTD.
Parts That Power Life

Friday, June 06, 2014

7O,

ONICRA CREDIT RATING AGENCY OF INDIA LTD,

603, ANIKET COMPLEX,

ABOVE METRO

SHOWROOM,
NR. GIRISH COLDRINK. C G ROAD,
AHMEDABAD - 380009.

Bakul Doshi (Chief Accountant)
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NAME OF THE UNIT: OMNITECH ENGINEERING

Entity Profile
e Year of Establishment: 2006
e SSINo./EM No.: 24/009/12/00873
e Industry Sector: Machinery & Equipments
e Registered Office: Plot # G-1823, Gate No. 3, Near
Kadvani Forging, G.I.D.C Metoda, Lodhika, Rajkot,
Gujarat-360021
e Promoters/ Partners/ Directors:
e  Mr. Uday Kumar A. Parekh
e Mrs. Kinnariben U. Parekh
e Telephone No.: 2827-287638/ 9909017378

e  E- mail: info@omcnccomponent.com/

omnitecheng@rediffmail.com

Operations Profile

Service/ Product Profile: Manufacturing of
Engineering Products
No. of Employees: 58
Key Customers:

e ABB India Ltd.

e JPTC Precision Company Ltd.
Auditors: H.B. Hirapara & Co., Rajkot
Bankers: Bank of India, Rajkot

Benefits Derived from the Rating

Easy and faster accessibility to bank finance

Financial Profile (" in Lac) Year 2011-12 2012-13 2013-14
Particulars || 2010-11 || 2011-12 || 2012-13 et SE2B SE2A SE2A
Turnover 922.44 1094.76 1393.69 Assigned
Profit 28.28 37.09 65.39 Report 15t 21t 5t March

Date February February 2014
Net Worth 156.34 184.22 242.39 2012 2013
Bank Loan 395.98 449.76 178.99
=

’/
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m | Omnitech Englneenng

| The Complate Solution Of Enais ring Products
aierw 105 S0 100002 POl A GORIY Wutur e My Roed Opp M Thatvasamt muc Nrce, . Lehaa u a-a-.
Dubsrs Mviay Tl « 00 00T J0NST P« 5 ST ICEILE vl 2rn e tenyreasived v

Dote: 05062014
Dear Sir,

Thanks for giving us the chance to provide you the satisfaction fesdback form, as a client of
your organization ONICRA since kast two years.

It Is drawing our good attention evary time from you for time to time renews our credit rating v
that is helpful us , to getting benefit of utilization of bank finance.

And from our Accounting Data Level, Your guestionnaires, is very noutral and this also attract
transparency of your credit rating work.

Point of services, there s lots of nice works drawing our attention.

Expecting this, Good services for our organization.

CR 24
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ONICRA RATED ENTITIES
PROFILE OF ONICRA RATED MSMEs (For the Period — 1%t July 2013 to 30" June 2014)

Onicra- Rated MSMEs: Quarterly Industry Wise Distribution

Industry Q2FY14 Q3FY14 Q4FY14 Q1FY15
(%) (%) (%) (%)

Agriculture & Allied Products 7.77 10.30 7.37 8.51
Auto & Auto Components 2.27 2.53 2.81 2.31
Chemicals 2.23 2.48 2.10 2.05
Construction & Engineering 7.43 5.75 7.25 5.57
Construction-Materials 4.45 5.70 5.39 4.07
Consumer Durables 1.61 2.03 2.66 2.24
Containers & Packaging 2.27 3.07 3.17 3.37
Educational Services 0.99 1.39 0.67 0.99
Electrical Components & Equipments 3.98 3.67 4.04 3.92
Food Products 4.78 4.75 6.30 5.32
Hospitality 1.23 0.54 0.75 0.84
Health Care 0.00 1.04 1.23 1.50
Household & Personal Products 1.04 3.07 6.14 5.35
Information Technology & Telecommunications 1.52 1.34 1.35 1.69
Iron and Steel 3.55 3.76 2.97 3.74
Jewellery 1.23 1.73 2.89 2.86
Machinery and Equipments 9.38 7.33 7.69 8.36
Media & Printing 2.04 2.63 2.73 2.49
Metal and Metal Products 5.92 2.23 1.63 1.83
Paper & Forest Products 2.13 1.98 2.18 1.94
Pharmaceuticals 1.89 0.99 1.98 1.54
Plastic & Plastic Products 3.93 3.17 2.38 1.80
Power & Energy 1.09 1.53 0.95 0.59
Retailing 4.50 4.21 4.12 4.88
Services 4.64 6.08 4.08 5.50
Textile 10.89 9.51 9.20 11.48
Transportation 0.43 0.35 0.87 0.88
Others 6.82 6.84 5.07 4.36
Total 100.00 100.00 100.00 100.00
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The benefit of getting credit rating of MSMEs goes beyond procuring finance at competitive rates. While drawing

business from a client located in dispersed geographies or from large corporate and multinationals, the rating

exercise also serves as an independent due diligence activity. Further, since Onicra examines the various financial

and performance aspects of the MSME units, it also highlights the shortcoming and areas which requires further

improvement. All these benefits create confidence in the client and that has enabled ONICRA to achieve significant

growth in the numbers of rating done.

Q2FY14 Q3FY14 QA4FY14 Q1FY15

(%)
0.35
0.82
1.11
3.97
17.91
20.48
3.97
26.25
15.05
0.41
7.70
1.98
100.00

(%)
0.10
0.79
0.64
3.02
12.93
19.86
5.10
24.47
18.23
0.89
11.00
2.97

100.00

(%)
0.28
0.83
0.59
3.65

14.86

16.53
8.76
28.06
12.68

1.74
9.39
2.62

100.00

(%)

0.73
0.73
3.34
14.59
15.14
7.41
30.88
12.43
2.86
10.45
1.21
100.00

category.

Highest Number of Ratings have fallen in the SE
2B, SE 2C and SE 3B category which implies
that the performance of the rated entities have
become more stable over time and MSME have
gained strength by not falling in the lowest

State / Union Territory

Andhra Pradesh
Arunachal Pradesh
Assam

Bihar

Chandigarh
Chhattisgarh

Dadra and Nagar Haveli

Delhi

Goa

Gujarat

Haryana
Himachal Pradesh

Jammu & Kashmir

Jharkhand
Karnataka
Kerala
Madhya Pradesh
Maharashtra
Manipur
Meghalaya
Nagaland
Odisha
Puducherry
Punjab
Rajasthan
Sikkim

Tamil Nadu
Telangana*
Tripura

Uttar Pradesh
Uttarakhand
West Bengal

Total

Q2FY14 Q3FY14  Q4FY14  Q1FY15
(%) (%) (%) (%)
9.51 7.08 4.00 5.13
0.00 0.00 0.08 0.00
531 6.79 6.10 4.77
2,51 1.73 1.55 0.48
0.00 0.20 0.04 0.33
0.99 0.25 0.12 0.26
0.00 0.00 0.04 0.00
2.16 1.09 1.90 l.61
0.00 0.00 0.00 0.04
4.67 6.09 4.88 4.29
111 0.94 1.55 2.05
0.41 0.15 0.40 0.40
0.00 0.30 0.28 0.07
0.58 0.64 0.63 0.33
9.39 9.36 10.38 7.63
0.23 0.15 0.20 0.00
5.19 5.10 4.64 5.72
7.00 4.41 4.48 5.17
0.00 0.00 1.47 3.92
1.05 0.25 0.36 0.04
0.00 0.00 0.04 0.11
1.87 1.68 2.30 2.53
0.00 0.00 0.00 0.07
3.33 3.52 2.30 4.14
5.95 7.97 6.90 4.22
0.00 0.00 0.00 0.04
9.04 10.10 13.48 12.80
0.00 0.00 0.12 0.29
15.05 11.44 11.53 11.37
1.52 3.47 2.06 2.90
13.13 17.29 18.19 19.07
100.00 100.00 100.00 100.00

* As per Andhra Pradesh Re-organization Act 2014, Telangana became the 29t state of India on 2" June 2014, consisting of the

ten north-western districts of Andhra Pradesh with Hyderabad as its capital.
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ONICRA CREDIT RATING AGENCY OF INDIA LIMITED

HARYANA

Gurgaon

Corporate Office & Rating Office
5th Floor

Plot No, 21-22, Udyog Vihar
Phase-1V

Gurgaon-122015,

India

GUJARAT

Ahmedabad

603, Aniket, Above Metro
Showroom, Opp. Jain Derasar,
C G Road, Navrang Pura,
Ahmedabad-380009

India

TELANGANA

Hyderabad

#7-1-28/12/1

4th Floor, Serenity Plaza, Shyam
Karan Road, Near Andhra Bank,
Ameerpet Branch, Ameerpet,
Hyderabad

India

KARNATAKA

Bangalore

N-705, 7t" Floor, North Block,
Manipal Centre

47, Dickenson Road
Bangalore — 560042

India

WEST BENGAL

Kolkata

3DNF, 3rd Floor, Jindal Tower,
Block A, 21/1A/3, Darga Road,
Kolkata - 700017

India

TAMIL NADU

Chennai

Mercury, #25

Flowers Road, Level 2,
Kilpauk, Chennai — 600084
India

MAHARASHTRA

Mumbai

520, 5" Floor

Nirmal Corporate Centre, LBS
Marg, Mulund (West)
Mumbai — 400080

India

UTTAR PRADESH

Noida

B10, Sector - 59
Noida — 201301
India

Lucknow

Aman Palace, Purani Chungi,
Kanpur Road

Lucknow

India

Visit us at: www.onicra.com

DISCLAIMER

Information in this publication is intended to provide only a general outline of the subjects covered. It should
neither be regarded as comprehensive nor sufficient for making decisions, nor should be used in place of
professional advice. Onicra Credit Rating Agency of India Limited accepts no responsibility for any loss arising
from any action taken or not taken by anyone using this material.
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