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RATING RATIONALE
17Aug2021

GRM Overseas Ltd
Brickwork Ratings assigns the long term ratings and upgrades the short term ratings for the Bank Loan
Facilities of Rs. 170.00 Crs. of GRM Overseas Ltd

Particulars

Facilities**

Amount (Rs.Crs.)

Tenure

Rating#

Previous Present
Previous
(02 Feb 2021)

Present

Fund Based

0.00 168.00
Long
Term

-
BWR BBB
+
/Stable 
Assignment

168.00 0.00
Short
Term

BWR A4+ ISSUER NOT
COOPERATING

Downgraded

BWR A2

Upgrade

Non Fund
Based

2.00 2.00
Short
Term

BWR A4+ ISSUER NOT
COOPERATING

Downgraded

BWR A2

Upgrade

Grand Total 170.00 170.00 (Rupees One Hundred Seventy Crores Only)

#Please refer to BWR website www.brickworkratings.com (https://www.brickworkratings.com) for definition of the ratings
**Details of Bank Loan facilities,consolidation or instruments are provided in Annexure

RATING ACTION / OUTLOOK

BWR has assigned the long term rating and upgraded the short term rating to BWR BBB+/Stable and BWR A2
respectively for the bank loan facilities of GRM Overseas Limited owing to the sustained improvement in the company’s
scale of operations, profitability over the years and improvement in the credit profile over the years, along with BWR’s
expectations that the same will be sustained in the near term due to the essential nature of industry. 

The ratings continue to take into account the steady growth in profitability margins over the years. The rating continues to
benefit on account of its established operational track record and long experience of the promoters in the basmati rice
industry; wide distribution network and its established relationships with domestic and export clients. However, the ratings
remain constrained by the competitive and fragmented nature of the industry which limits the pricing flexibility of the
industry participants, agro climatic risks, changes in government regulations and trade policies, both in the domestic as
well as importing countries, and customer concentration risk.

https://www.brickworkratings.com/
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The rating outlook continues to be Stable on account of estimated revenues of Rs. 250 Cr till July 2021 and sufficient
order book for the coming months which shows revenue visibility in near term in spite of slowdown in global economy
due to Covid-19 pandemic industry. The rating outlook is also Stable on account of a sound demand outlook for the rice
industry for both the short and medium term due to its essential nature and is hence, not impacted much by the Covid-19
pandemic. 

KEY RATING DRIVERS

Credit Strengths:

Experienced management and long track record of operations :

Initially the entity was founded in 1974 and in 1995 it was converted into a public limited company. Management
team at GRM is highly qualified and experienced. Promoters have more than two decades of experience in the same
line of business and have gained through knowledge of the market.

Above average financial risk profile :

GRM’s capital structure has been above average on account of limited reliance on external funds yielding gearing
of 1.46 times and total outside liabilities to adjusted networth of 1.68 times for the year ended March 31, 2021.
Debt protection metrics were comfortable despite leverage because of moderately healthy profitability. Interest
coverage and net cash accrual to total debt ratios stood at 5.00 times and 0.17 time, respectively, in fiscal 2021. The
metrics are expected to remain stable over the medium term.

Stable demand for rice exports during FY21 :

Demand for rice exports is expected to remain stable during FY22 on account of increased demand from major rice
importing countries like UK and Middle East because of creation of buffer stock amid pandemic and going forward
consumer’s preference for the rice whose staple nature will help stabilize the overall demand. GRM recorded a
estimated sales of Rs. 250 Cr as revenue for 4 months ended July 2021. 

Good growth in profitability margins over the years :

The company has reported the operating profit margin and net profit margin at 7.48% and 4.71% respectively in FY
21 as compared to 6.79% and 4.72% in FY 20. The increase in profitability margins as compared to the FY 2019 is
on account of shift in focus to quality of customers. 

Credit Risks:

Agro climatic risk and inventory risk :

Paddy, the main raw material required for rice is a seasonal crop and production of the same is highly dependent
upon the monsoon season. Thus, inadequate rainfall may affect the availability of paddy under adverse weather
conditions. Conversely, overstocking leads to a significant quantity of paddy/rice in inventory and exposes the
company to inventory price risk.

Risk related to economic conditions of the export countries and foreign exchange :

The company is engaged in the milling and processing of rice and is exporting the same to Iran, Iraq, Dubai and
Middle East. This exposes the company to the risks related to economic conditions of the export countries. Any
slowdown in the economic conditions of these countries may adversely impact the orders inflow of the company.
The profitability margins remain susceptible to fluctuations in foreign exchange rates. They have hedged nearly 60
percent of the procurement in forward contracts but it still represents a significant risk.
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High competition and fragmentation: :

Due to lower entry barriers by limited capital and technological requirements, small gestation period and easy
availability of RM, industry is characterised by presence of large numbers of small and medium players reducing
bargaining power with buyers and creating high fragmentation and competition in pricing of finished goods.

Customer, geographic concentration risk and forex risk :

GRM is exposed to customers and geographic concentration risk. The company  derives around 50% of total export
revenue from Iraq/Iran however, repeat orders and customer profiles, coupled with ECGS cover and payments in
INR /Euro mitigate the counterparty risk to some extent. Dependence on any specific geographies may expose the
company to the possibilities of economic downturns or changes in government policies in regions may impact the
flow of orders. Also, exposing the firm to volatility in foreign exchange(forex) rates, forex risk is mitigated by way
of natural hedging as the firm has availed Packing Credit facility. The firm also avails forward contract limit for
hedging forex risk.

ANALYTICAL APPROACH - Standalone

For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating Criteria detailed below
(hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES

Upgrade: BWR may revise the ratings upgrade if there is a sustained improvement in company's credit profile, with the

ability to achieve optimal capacity utilization and margins over the medium term.

Downgrade: BWR may revise the ratings downwards if there is a sustained deterioration in the company’s EBITDA and

debt protection metrics and/or a stretch in its working capital/liquidity.

LIQUIDITY INDICATORS - Adequate

The company’s liquidity is supported by adequate cash accruals vis-à-vis debt repayments. The company has cash accruals
of Rs. 34.66 Cr as per FY 21 against the fixed term obligations of Rs. 0.35 Cr as per FY 20 as against the cash accruals of
Rs. 26.41 Cr as per FY 20 against the fixed term obligations of Rs. 0.54 Cr as per FY 19. The company’s average working
capital utilization stood at 70% for the past 6 months. Liquidity is further supported by equity and unsecured loans from
the promoters. Current ratio was moderate at 1.37 times as on March 31, 2021

ABOUT THE ENTITY

GRM Overseas limited (GRM) was  founded in the year 1974 at Panipat, Haryana. Mr. H.C Garg is the founder chairman
 of the company. Later in the year 1995, it was converted to a limited company. The company is into processing, exporting
 and  trading of premium quality Indian rice. The company has three processing centres with five fully automatic units in
Panipat, Haryana, with a total capacity of 20 tonne per hour. It sells rice under its own brands as well as customers’ brands
under private label arrangements. GHIL and GFFI are wholly owned subsidiaries of GRM, having operations in the U.K.
and U.S.A. Both the subsidiaries engaged in a similar line of business.

KEY FINANCIAL INDICATORS (Standalone)
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Key Parameters Units
FY 19-20
(Audited)

FY 18-19
(Audited)

Key Parameters Units
FY 19-20
(Audited)

FY 18-19
(Audited)

Operating Revenue Rs.Crs. 766.52 1070.63

EBITDA Rs.Crs. 52.08 41.85

PAT Rs.Crs. 36.16 16.25

Tangible Net Worth Rs.Crs. 99.77 65.81

Total Debt/Tangible Net Worth Times 2.11 5.30

Current Ratio Times 1.24 1.08

KEY FINANCIAL INDICATORS (Consolidated)

Key Parameters Units
FY 19-20
(Audited)

FY 18-19
(Audited)

Operating Revenue Rs.Crs. 777.15 1109.05

EBITDA Rs.Crs. 48.32 37.09

PAT Rs.Crs. 31.70 9.07

Tangible Net Worth Rs.Crs. 87.31 58.80

Total Debt/Tangible Net Worth Times 2.41 5.93

Current Ratio Times 1.20 1.06

RATING HISTORY FOR THE PREVIOUS THREE YEARS (including withdrawal and suspended)

Facilities Current Rating  (2021) 2021 (History) 2020 2019 2018

Type Tenure Amount 
(Rs.Crs.)

Rating Date Rating Date Rating Date Rating Date Rating

Fund
Based

LT 168.00 BWR
BBB+/Sta
ble 
(Assignm
ent)

02Feb2021 - 
()

01Jun2020 - 
()

27Dec2019 - 
()

NA NA

NA NA NA NA NA NA 08Apr2019 BWR
BB+
(Stable)
ISSUER
NOT
COOPER
ATING 
(Reaffirm
ed)

NA NA

Fund
Based

ST NA NA 02Feb2021 BWR
A4+
ISSUER
NOT
COOPER
ATING 
(Downgra
ded)

NA NA NA NA NA NA



8/24/2021 Rating Rationale

bcrisp.in///BLRHTML/HTMLDocument/ViewRatingRationaleReview?id=25795 5/7

Facilities Current Rating  (2021) 2021 (History) 2020 2019 2018

Non Fund
Based

ST 2.00 BWR A2 
(Upgrade
)

02Feb2021 BWR
A4+
ISSUER
NOT
COOPER
ATING 
(Downgra
ded)

01Jun2020 BWR A3+
(Reaffirm
ed)

27Dec2019 BWR A3+
(Upgrade
d)

NA NA

NA NA NA NA NA NA 08Apr2019 BWR A4+
ISSUER
NOT
COOPER
ATING 
(Reaffirm
ed)

NA NA

Grand Total 170.00 (Rupees One Hundred Seventy Crores Only)

COMPLEXITY LEVELS OF THE INSTRUMENTS - Simple
BWR complexity levels are meant for educating investors. The BWR complexity levels are available at
www.brickworkratings.com / download / ComplexityLevels.pdf
(https://www.brickworkratings.com/download/ComplexityLevels.pdf). Investors queries can be sent to
info@brickworkratings.com (mailto:info@brickworkratings.com).

Hyperlink/Reference to applicable Criteria
General Criteria (https://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf)

Approach to Financial Ratios (https://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf)

Manufacturing Companies (https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf)

Short Term Debt (https://www.brickworkratings.com/download/Criteria-ShortTermDebt.pdf)

Analytical Contacts

Sanskriti Jain

Rating Analyst
sanskriti.j@brickworkratings.com
(mailto:sanskriti.j@brickworkratings.com)

Tanu Sharma

Director - Ratings
tanusharma@brickworkratings.com
(mailto:tanusharma@brickworkratings.com)

1-860-425-2742 | media@brickworkratings.com (mailto:media@brickworkratings.com)

GRM Overseas Ltd
ANNEXURE-I

Details of Bank Facilities rated by BWR

SL.No.
Name of the

Bank/Lender
Type Of Facilities

Long
Term(Rs.Crs.)

Short
Term(Rs.Crs.)

Total(Rs.Crs.)

1
State Bank Of

India (SBI)
Export Packing Credit
(EPC)-Sanctioned _ _ 0.00

2
State Bank Of

India (SBI)
Standby Line of Credit-

Sanctioned
_ _ 0.00

https://www.brickworkratings.com/download/ComplexityLevels.pdf
mailto:info@brickworkratings.com
https://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
https://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf
https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf
https://www.brickworkratings.com/download/Criteria-ShortTermDebt.pdf
mailto:sanskriti.j@brickworkratings.com
mailto:tanusharma@brickworkratings.com
mailto:media@brickworkratings.com
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SL.No.
Name of the

Bank/Lender
Type Of Facilities

Long
Term(Rs.Crs.)

Short
Term(Rs.Crs.)

Total(Rs.Crs.)

3
State Bank Of

India (SBI)
Forward Contract-

Sanctioned
_ _ 0.00

4
State Bank Of

India (SBI)
Export Packing Credit
(EPC)-Sanctioned 125.00 _ 125.00

5
State Bank Of

India (SBI)
Stand by Line of Credit-

Sanctioned
15.00 _ 15.00

6
State Bank Of

India (SBI)
Forward Contract-

Sanctioned
_ 2.00 2.00

7
Union Bank of

India
Export Packing Credit
(EPC)-Sanctioned 24.00 _ 24.00

8
Union Bank of

India
Stand by Line of Credit-

Sanctioned
4.00 _ 4.00

9
Union Bank of

India
Export Packing Credit
(EPC)-Sanctioned _ _ 0.00

10
Union Bank of

India
Standby Line of Credit-

Sanctioned
_ _ 0.00

Total 168.00 2.00 170.00

TOTAL (Rupees One Hundred Seventy Crores Only)

Print and Digital Media
The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital or electronic media. While it may be used
by you acknowledging credit to BWR, please do not change the wordings in the rationale to avoid conveying a meaning different from what
was intended by BWR. BWR alone has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through
any print or electronic or digital media.

About Brickwork Ratings
Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency and accredited by Reserve
Bank of India [RBI], offers credit ratings of Bank Loan, Non- convertible / convertible / partially convertible debentures and other capital
market instruments and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and
other structured / credit enhanced debt instruments, Security Receipts, Securitization Products, Municipal Bonds, etc. BWR has rated over
11,400 medium and large corporates and financial institutions’ instruments. BWR has also rated NGOs, Educational Institutions, Hospitals,
Real Estate Developers, Urban Local Bodies and Municipal Corporations. BWR has Canara Bank, a leading public sector bank, as one of the
promoters and strategic partner. BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad,
Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.

Disclaimer
Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency and accredited
by the Reserve Bank of India [RBI], offers credit ratings of Bank Loan facilities, Non- convertible / convertible / partially convertible
debentures and other capital market instruments and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed
securities, partial guarantees and other structured / credit enhanced debt instruments, Security Receipts, Securitization Products, Municipal
Bonds, etc. [ hereafter referred to as "Instruments"]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate Developers,
Urban Local Bodies and Municipal Corporations.
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BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR that the ratings assigned
by BWR are based on information obtained from the issuer of the instrument and other reliable sources, which in BWR's best judgment are
considered reliable. The Rating Rationale / Rating Report & other rating communications are intended for the jurisdiction of India only. The
reports should not be the sole or primary basis for any investment decision within the meaning of any law or regulation (including the laws
and regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship between the user and BWR.

The ratings assigned by BWR are only an expression of BWR's opinion on the entity / instrument and should not in any manner be construed
as being a recommendation to either, purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any jurisdiction nor are they to
be used as a basis for or as an alternative to independent financial advice and judgment obtained from the user's financial advisors. BWR
shall not be liable to any losses incurred by the users of these Rating Rationales, Rating Reports or its contents. BWR reserves the right to
vary, modify, suspend or withdraw the ratings at any time without assigning reasons for the same.

BWR's ratings reflect BWR's opinion on the day the ratings are published and are not reflective of factual circumstances that may have arisen
on a later date. BWR is not obliged to update its opinion based on any public notification, in any form or format although BWR may
disseminate its opinion and analysis when deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or agents (collectively, "BWR
Party") guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR Party shall have any liability for any errors,
omissions, or interruptions therein, regardless of the cause, or for the results obtained from the use of any part of the Rating Rationales or
Rating Reports. Each BWR Party disclaims all express or implied warranties, including, but not limited to, any warranties of merchantability,
suitability or fitness for a particular purpose or use. In no event shall any BWR Party be liable to any one for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs) in connection with any use of any part of the Rating Rationales and/or Rating Reports even if
advised of the possibility of such damages. However, BWR or its associates may have other commercial transactions with the
company/entity. BWR and its affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of the
respective activity. As a result, certain business units of BWR may have information that is not available to other BWR business units. BWR
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities etc., or from obligors.
BWR's public ratings and analysis are made available on its web site, www.brickworkratings.com (https://www.brickworkratings.com). More
detailed information may be provided for a fee. BWR's rating criteria are also generally made available without charge on BWR's website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories, communications issued
by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of India and is governed by
the applicable regulations issued by the Securities and Exchange Board of India as amended from time to time.

https://www.brickworkratings.com/

