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Oǀeƌall, ǁe feel Ŷo seĐtoƌ is uŶtouĐhed ǁith the iŵpaĐt of Coǀid-ϭϵ aŶd suďseƋueŶt loĐkdoǁŶs eǀeŶ ateƌ opeŶiŶg up ǁill pƌoloŶg the eĐoŶoŵiĐ 
paiŶ. Results iŶ QϰFY20 ;iŶ listed spaĐe eǆ BFSI aŶd ƌeiŶeƌiesͿ ƌeǀeal a de-gƌoǁth of ϱ% iŶ ƌeǀeŶue aŶd aƌouŶd ϯ0% ďoth iŶ opeƌaiŶg pƌoit as 
ǁell as ďotoŵ liŶe. IŶ paƌiĐulaƌ, seĐtoƌs suĐh as Autoŵoďiles iŶĐludiŶg Auto AŶĐillaƌies, Teǆile, Steel, NoŶ-Feƌƌous Metal, Real Estate, CoŶstƌuĐ-
ioŶ aŶd Capital Goods NoŶ-EleĐtƌiĐal EƋuipŵeŶt etĐ. haǀe ƌepoƌted douďle digit Ŷegaiǀe gƌoǁth aĐƌoss paƌaŵeteƌs.   
Hoǁeǀeƌ, ǁe ďelieǀe iŶ the ĐuƌƌeŶt eǆĐepioŶal ĐiƌĐuŵstaŶĐes it is fuile to look at pƌoit aŶd loss paƌaŵeteƌs. What ǁill ďe ŵoƌe iŵpoƌtaŶt ǁill 
ďe to ĐloselǇ oďseƌǀe the ďalaŶĐe sheet stƌeŶgth. IdeallǇ, Đoƌpoƌates ǁith suĐh stƌeŶgth ǁill ďe aďle to Ŷaǀigate thƌough this eǆĐepioŶal iŵes. 
SuďseƋueŶtlǇ, ǁe oďseƌǀe that  seĐtoƌs suĐh as Autoŵoďile, FMCG, CoŶsuŵeƌ Duƌaďle though haǀe ƌepoƌted Ŷegaiǀe gƌoǁth iŶ all keǇ paƌaŵe-
teƌs iŶ QϰFY20, haǀe the ƌeƋuisite ďalaŶĐe sheet stƌeŶgth to Đoŵe out of the ĐuƌƌeŶt situaioŶ.  Hoǁeǀeƌ, theƌe aƌe seĐtoƌs suĐh as Sugaƌ, Steel, 
TeleĐoŵ SeƌǀiĐes, CoŶstƌuĐioŶs, RealtǇ etĐ that do Ŷot haǀe the ďalaŶĐe sheet stƌeŶgth aŶd ŵaǇ faĐe diiĐulies iŶ this uŶĐeƌtaiŶ peƌiod.  
The paŶdeŵiĐ has ƌesulted iŶ uŶpƌeĐedeŶted ƌaiŶg doǁŶgƌade aĐƌoss seĐtoƌs. We had ϭϴ2 ƌaiŶg upgƌades aŶd 2ϵϵϲ ƌaiŶg doǁŶgƌades, foƌ the 
seleĐt seĐtoƌs, duƌiŶg QϭFY2ϭ. Fuƌtheƌ, it is iŵpoƌtaŶt to uŶdeƌstaŶd  the ĐuƌƌeŶt ƌaiŶg doǁŶgƌades iŶ ĐoŵpaƌisoŶ ǁith FYϭϰ tapeƌ taŶtƌuŵ Đƌisis. 
It ŵaǇ ďe Ŷoted that uŶlike tapeƌ taŶtƌuŵ, alŵost all seĐtoƌs faĐe a sigŶiiĐaŶt ƌaiŶg doǁŶgƌade: Feƌiliseƌ, Teǆile, Autoŵoďile, CoŶsuŵeƌ Duƌa-
ďle, RealitǇ , CoŶstƌuĐioŶ, Sugaƌ, Capital Goods etĐ to Ŷaŵe a feǁ. IŶteƌesiŶglǇ, all suĐh seĐtoƌs haǀe a pƌedoŵiŶaŶt ƌeleĐioŶ of ĐoŶsuŵeƌ de-
ŵaŶd aŶd it is thus iŵpeƌaiǀe that poliĐǇ ŵakeƌs aƌe ĐogŶizaŶt to giǀe a ŵeaŶiŶgful push to deŵaŶd as ǁe ŵeaŶdeƌ thƌough the ĐuƌƌeŶt Đƌisis! 
BeǇoŶd suĐh, it ǁill ďe fuile to ask foƌ a stƌoŶg ƌeďouŶd oƌ eǀeŶ a ŵodiĐuŵ of a V-shaped ƌeĐoǀeƌǇ as ǁe ŵight eŶǀisage!  
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BALANCE SHEET STRENGTH OF CORPORATES KEY TO SURVIVE 

THE PANDEMIC 

͚Be the BaŶk of ChoiĐe for a TraŶsforŵiŶg IŶdia’ 

CORPORATE RESULTS IN Qϰ ALREADY REFLECT SIGNIFICANT DEMAND 
LAGGARD EVEN BEFORE COVID   

 Oǀeƌall, ǁe feel Ŷo seĐtoƌ is uŶtouĐhed ǁith the iŵpaĐt of Coǀid-

ϭϵ aŶd suďseƋueŶt loĐkdoǁŶs eǀeŶ ateƌ opeŶiŶg up ǁill pƌoloŶg 
the eĐoŶoŵiĐ paiŶ. Results iŶ QϰFY20 ;iŶ listed spaĐe eǆ BFSI aŶd 
ƌeiŶeƌiesͿ ƌeǀeal a de-gƌoǁth of ϱ% iŶ ƌeǀeŶue aŶd aƌouŶd ϯ0% 
ďoth iŶ opeƌaiŶg pƌoit as ǁell as ďotoŵ liŶe. IŶ paƌiĐulaƌ, seĐ-
toƌs suĐh as Autoŵoďiles iŶĐludiŶg Auto AŶĐillaƌies, Teǆile, Steel, 
NoŶ-Feƌƌous Metal, Real Estate, CoŶstƌuĐioŶ aŶd Capital Goods 
NoŶ-EleĐtƌiĐal EƋuipŵeŶt etĐ. haǀe ƌepoƌted douďle digit Ŷegaiǀe 
gƌoǁth aĐƌoss paƌaŵeteƌs.   

 The oŶlǇ posiiǀe thiŶg is that seĐtoƌs suĐh as PhaƌŵaĐeuiĐals, IT 
Sotǁaƌe, HealthĐaƌe, Gas DistƌiďuioŶ etĐ. ƌepoƌted gƌoǁth iŶ all 
keǇ paƌaŵeteƌs duƌiŶg QϰFY20 as Đoŵpaƌed to QϰFYϭϵ.  

 We haǀe also oďseƌǀed, out of total ϯϳϳϰ adŵited Đases iŶ NCLT, 
ϭϱ2ϳ Đases aƌe fƌoŵ ŵaŶufaĐtuƌiŶg seĐtoƌ ǁhiĐh iŶĐlude ďasiĐ 
ŵetal, ĐheŵiĐals, teǆiles etĐ. folloǁed ďǇ Real estate, CoŶstƌuĐ-
ioŶ etĐ. ;see taďleͿ. Hoǁeǀeƌ, up to Maƌ’2020, ill the iŵe IBC 
ǁas ǁoƌkiŶg 22ϭ Đases ǁeƌe ƌesolǀed uŶdeƌ IBC ǁith a ƌeĐoǀeƌǇ Rs 
ϭ.ϳϳ lakh Đƌoƌe fƌoŵ the total adŵited of Rs ϯ.ϴϰ lakh Đƌoƌe ďǇ 
FiŶaŶĐial Cƌeditoƌs i.e. ϰϱ.ϵϲ%. With the IBC Ŷoǁ suspeŶded foƌ a 
Ǉeaƌ, this ǁill post sigŶiiĐaŶt ĐhalleŶges foƌ ďaŶks.  

 As peƌ iŶiial tƌeŶds iŶ ƋuaƌteƌlǇ ƌesults, ŵost of the seĐtoƌ had 
ƌepoƌted Ŷegaiǀe gƌoǁth aŶd ǁe eǆpeĐt the saŵe tƌeŶd to ĐoŶ-
iŶue iŶ FY2ϭ.  

 Hoǁeǀeƌ, ǁe ďelieǀe iŶ the ĐuƌƌeŶt eǆĐepioŶal ĐiƌĐuŵstaŶĐes, it is 
fuile to look at pƌoit aŶd loss paƌaŵeteƌs. What ǁill ďe ŵoƌe 
iŵpoƌtaŶt ǁill ďe to ĐloselǇ oďseƌǀe the ďalaŶĐe sheet stƌeŶgth. 
IdeallǇ, Đoƌpoƌates ǁith suĐh stƌeŶgth ǁill ďe aďle to Ŷaǀigate 
thƌough this eǆĐepioŶal iŵes. SuďseƋueŶtlǇ, ǁe looked iŶto the 
ďalaŶĐe sheet stƌeŶgth of seĐtoƌs ďased oŶ soŵe keǇ paƌaŵeteƌs 
i.e. Deďt to EƋuitǇ ;DEͿ, Deďt SeƌǀiĐe Coǀeƌage ;DSCRͿ, IŶteƌest 
SeƌǀiĐe Coǀeƌage Raio ;ISCRͿ, Cash aŶd BaŶk ďalaŶĐe to deďt etĐ. 

 We oďseƌǀed that seĐtoƌs suĐh as Autoŵoďile, FMCG, CoŶsuŵeƌ 
Duƌaďle though haǀe ƌepoƌted Ŷegaiǀe gƌoǁth iŶ all keǇ paƌaŵe-
teƌs iŶ QϰFY20, haǀe the ƌeƋuisite ďalaŶĐe sheet stƌeŶgth to Đoŵe 
out fƌoŵ the ĐuƌƌeŶt situaioŶ. Foƌ eǆaŵple, Autoŵoďile seĐtoƌ 

Closed Ongoing Total

Manufacturing 676 851 1527

Food, Beverages & Tobacco Products 76 120 196

Chemicals & Chemical Products 69 85 154

Electrical Machinery & Apparatus 61 51 112

Fabricated Metal Products 39 46 85

Machinery & Equipment 74 94 168

Textiles, Leather & Apparel Products 125 136 261

Wood, Rubber, Plastic & Paper Products 66 114 180

Basic Metals 119 147 266

Others 47 58 105

Real Estate, Renting & Business 

Activities
307 450 757

Construction 147 261 408

Wholesale & Retail Trade 168 210 378

Hotels & Restaurants 42 46 88

Electricity & Others 30 87 117

Transport, Storage & Communications 57 55 112

Others 177 210 387

Total 1604 2170 3774

SeĐtor-wise distriďutioŶ of CIRPs as oŶ Mar’ϮϬ

Sector
Corporate Insolvency Resolution Processs

Source: IBBI; SBI Reseacrh

Status of CIRPs

Admitted

Closed on Appeal/ Review /Settled

Closed on Withdrawl

Closed by Resolution

Closed by Liquidation

Ongoing CIRP

> 270 days 738 34%

> 180 days ≤ 270 days 494 23%

> 90 days ≤ 180 days 561 26%

≤ 90 days 377 17%

2170

Source: IBBI; SBI Research

Number of Cases 

3774

312

157

221

914

Status of CIRPs -  Mar'2020
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haǀe a DE ƌaio of 0.20 aŶd DSCR aŶd ISCR of ϭ.ϱϳ aŶd ϱ.ϱϲ 
ƌespeĐiǀelǇ. It is also iŶteƌesiŶg to Ŷote that CoŶsuŵeƌ 
Duƌaďle seĐtoƌ that ƌepoƌted Ŷegaiǀe gƌoǁth iŶ all paƌaŵe-
teƌs iŶ QϰFY20, haǀe a DE of 0.2ϱ aŶd DSCR aŶd ISCR of ϰ.ϳϳ 
aŶd ϴ.ϵϯ ƌespeĐiǀelǇ. Fuƌtheƌ, it has a Đash aŶd ďaŶk ďal-
aŶĐe to loaŶ fuŶd at ϭ.0ϰ, ǁhiĐh ŵeaŶs it has a liƋuid ďal-
aŶĐe of ϭ.0ϰǆ to the total loaŶ fuŶds aŶd Đould easilǇ liƋui-
date the deďt if ƌeƋuiƌed.  

 We also eǆpeĐt, diǀideŶd paǇ out ďǇ IT iƌŵs likelǇ to dip as 
ĐoŵpaŶies aƌe lookiŶg at ĐoŶseƌǀiŶg Đash due to Coǀid-ϭϵ 
uŶĐeƌtaiŶies aŶd ateƌ afeĐts.    

 SeĐtoƌs ǁhiĐh aƌe haǀiŶg stƌoŶg ďalaŶĐe sheet paƌaŵeteƌs 
aƌe as uŶdeƌ ;see taďle AͿ. 

 Hoǁeǀeƌ, theƌe aƌe seĐtoƌs suĐh as Sugaƌ, Steel, TeleĐoŵ 
SeƌǀiĐes, CoŶstƌuĐioŶs etĐ that do Ŷot haǀe the ďalaŶĐe 
sheet stƌeŶgth aŶd ŵaǇ faĐe diiĐulies iŶ this uŶĐeƌtaiŶ 
peƌiod. Foƌ eǆaŵple, Sugaƌ seĐtoƌ ǁhiĐh is Ŷot peƌfoƌŵiŶg 
ǁell is also haǀiŶg high DE of ϭ.ϱϴ aŶd loǁ DSCR aŶd ISCR of 
ϭ.0ϯ aŶd ϭ.ϱ2 ƌespeĐiǀelǇ. Fuƌtheƌ, the Đash aŶd ďaŶk ďal-
aŶĐe aƌe also ǀeƌǇ loǁ to suppoƌt aŶǇ ďalaŶĐe sheet stƌess. 
SeĐtoƌs suĐh as Teǆile aŶd CoŶstƌuĐioŶs haǀe DSCR aŶd 
ISCR that aƌe sigŶiiĐaŶtlǇ loǁ ǁhiĐh shoǁs the ǁeak ƌepaǇ-
ŵeŶt ĐapaĐitǇ of loaŶ as ǁell as iŶteƌest. WithiŶ suĐh seĐtoƌs 
also theƌe ŵaǇ ďe soŵe Đoƌpoƌates ǁith higheƌ DE as Đoŵ-
paƌed to otheƌs aŶd ŵaǇ ďe afeĐted ŵoƌe.  

 List of suĐh seĐtoƌs ǁith ǁeak peƌfoƌŵaŶĐe as ǁell as ďal-
aŶĐe sheet is as uŶdeƌ ;see taďle BͿ:   

Sector Net Sales EBIDTA PAT

Gas Distribution 16.9 12.3 51.8

Agro Chemicals 14.1 158.4 LTP

Healthcare 12.2 -0.3 3.3

IT - Software 7.9 8.2 14.4

Pharmaceuticals 3.0 -16.3 13.8

Growth in Key Parameters in Q4FY20 vis-à-vis Q4FY19

Source: Cl ine around 500 l i s ted enti ties : SBI Research; LTP= Loss  to Profi t

Sector Net Sales EBIDTA PAT

Capital Goods-Non Electrical Equipment -33.2 -70.0 -67.8

Steel -19.7 -6.4 -102.1

Auto Ancillaries -17.5 -41.0 -19.1

Automobile -15.7 -19.6 -16.1

Capital Goods - Electrical Equipment -15.6 -29.2 -27.5

Textiles -15.0 -19.1 -21.2

Cement -10.3 7.3 85.7

Consumer Durables -9.8 -15.2 11.4

FMCG -4.6 -17.6 -25.4

Realty -2.4 -40.3 -256.0

Growth in Key Parameters in Q4FY20 vis-à-vis Q4FY19

Source: Cl ine around 500 l i s ted enti ties : SBI Research

Sector
Debt 

Equity

DSCR 

(EBIDTA/Int.

+Principal)

Int. Service 

Coverage 

Ratio

Cash and 

Bank 

(CB)/ 

Total Loan

CB and 

Investment 

to total 

loan

Rating 

Upgrades

 Rating 

Downgrades

Gas Distribution 0.21          2.77             12.24        0.31         1.07           1              -               

Healthcare 0.21          0.10             2.50          0.24         3.22           22            109              

Non Ferrous Metals 0.21          1.49             6.04          0.34         2.54           1              30                 

Automobile 0.20          1.57             5.56          0.12         3.92           -           6                   

Capital Goods-Non Electrical Equipment 0.19          2.60             15.06        0.68         1.85           45            770              

Auto Ancillaries 0.12          3.58             7.98          0.88         3.07           5              95                 

IT - Software 0.08          4.97             38.75        1.84         6.79           3              62                 

Cement 0.28          2.17             4.53          0.41         1.73           -           5                   

Consumer Durables 0.25          4.77             8.93          1.04         1.79           1              71                 

Pharmaceuticals 0.21          0.16             4.06          0.25         2.66           12            51                 

Tyres 0.56          2.71             3.53          0.04         0.50           -           12                 

FMCG 0.23          3.95             13.55        1.06         2.84           29            481              

Diamond, Gems and Jewellery 0.33          1.78             2.61          0.43         1.33           -           79                 

Table A : Sectorwise key financial parameters 

Source: Cline - Latest available around 1800 listed entities; SBI Research; CRISIL - all agencies period April to June 2020

Sector
Debt 

Equity

DSCR 

(EBIDTA/Int.

+principal)

Int. Service 

Coverage 

Ratio

Cash and 

Bank 

(CB)/ 

Total Loan

CB and 

Investment 

to total 

loan

Rating 

Upgrades

 Rating 

Downgrades

Sugar 1.58          1.03             1.52          0.02         0.10           5              14                 

Fertil izers 1.35          0.62             2.53          0.02         0.07           4              22                 

Steel 1.20          0.84             1.29          0.10         0.18           8              140              

Telecomm-Service 1.03          (0.37)            (4.42)         0.03         0.15           -           3                   

Textiles 0.88          0.42             0.11          0.08         0.24           12            365              

Construction 0.55          0.55             0.97          0.15         1.19           23            364              

Capital Goods - Electrical Equipment 0.43          (0.05)            (0.91)         0.88         1.32           5              100              

Hotels & Restaurants 0.36          2.13             2.30          0.13         2.03           -           57                 

Realty 0.24          0.24             1.03          0.39         2.73           6              160              

Table B : Sectorwise key financial parameters 

Source: Cline - Latest available around 1800 listed entities; SBI Research; CRISIL-all agencies period April to June 2020
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figures finding in Ecowrap.  
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 Hoǁeǀeƌ, the paŶdeŵiĐ has ƌesulted iŶ uŶpƌeĐedeŶted ƌaiŶg doǁŶgƌade aĐƌoss seĐtoƌs. Foƌ eǆaŵple, iŶ Capital Goods ;Capital Goods aŶd EŶgi-
ŶeeƌiŶgͿ ǁe haǀe seeŶ a ŵassiǀe ϴϳ0 doǁŶgƌades as Đoŵpaƌed to oŶlǇ ϱ0 upgƌades iŶ QϭFY2ϭ. CoŶstƌuĐioŶ, Teǆile, Steel, RealitǇ, Auto AŶĐillaƌǇ, 
Geŵs aŶd JeǁelleƌǇ etĐ. haǀe ƌepoƌted huge doǁŶgƌades duƌiŶg the peƌiod as Đoŵpaƌed to ǀeƌǇ sŵall oƌ Ŷo upgƌades. We had ϭϴ2 ƌaiŶg up-
gƌades aŶd 2ϵϵϲ ƌaiŶg doǁŶgƌades, foƌ the seleĐt seĐtoƌs ;see taďle ďeloǁͿ, duƌiŶg this iŵe.   

CURRENT RATING UPGRADES / DOWNGRADES  HAVE STRIKING SIMILARITIES DURING THE TAPER TANTRUM  

 IŶteƌesiŶglǇ, ǁe Đoŵpaƌed the ƌaiŶg ďehaǀiouƌ of Đoƌpoƌates duƌiŶg 20ϭϯ-ϭϰ aŶd at pƌeseŶt sĐeŶaƌios ;Qϭ FY2ϭͿ.  It ǁas oďseƌǀed that seĐtoƌs 
suĐh as Sugaƌ, Steel, CoŶstƌuĐioŶ, Capital Good EleĐtƌiĐal EƋuipŵeŶt etĐ. ;see taďleͿ, had a Đƌedit ƌaio of ďeloǁ oŶe duƌiŶg 20ϭϯ-ϭϰ aŶd at pƌe-
seŶt also the Đƌedit ƌaio foƌ the seĐtoƌs aƌe iŶ a ǀeƌǇ ďad shape.    

 Fuƌtheƌ, it is iŵpoƌtaŶt to Ŷote that seĐtoƌs suĐh as Feƌiliseƌ, Teǆile, CoŶsuŵeƌ Duƌaďle, RealitǇ etĐ. had a Đƌedit ƌaio of ŵoƌe thaŶ oŶe duƌiŶg 
20ϭϯ-ϭϰ ďut at pƌeseŶt situaioŶ, ǁe haǀe alƌeadǇ ǁitŶessed sigŶiiĐaŶt deteƌioƌaioŶ of the ƌaio iŶ suĐh seĐtoƌs also.  

 Thus iŶ teƌŵs of ƌaiŶg doǁŶgƌades, it seeŵs the ĐuƌƌeŶt Đƌisis is uŶpƌeĐedeŶted aŶd it is iŵpoƌtaŶt to look at Đoƌpoƌates ǁithiŶ seĐtoƌs that haǀe 
adeƋuate ďalaŶĐe sheet stƌeŶgth.  

Upgrades Downgrades Credit Ratio Upgrades Downgrades Credit Ratio

Sugar 15 25 0.60 5                 14                 0.36               

Steel 113 162 0.70 8                 140               0.06               

Construction 141 209 0.67 23              364               0.06               

Capital Goods - Electrical Equipment 50 89 0.56 5                 100               0.05               

Hotels & Restaurants 24 52 0.46 -             57                 -                 

Automobile 3 7 0.43 -             6                   -                 

Capital Goods-Non Electrical Equipment 343 497 0.69 45              770               0.06               

Auto Ancillaries 74 81 0.91 5                 95                 0.05               

IT - Software 23 30 0.77 3                 62                 0.05               

Cement 7 18 0.39 -             5                   -                 

Pharmaceuticals 35 66 0.53 12              51                 0.24               

Diamond, Gems and Jewellery 66 73 0.90 -             79                 -                 

Gas Distribution 2 2 1.00 1                 -                -

Healthcare 110 60 1.83 22              109               0.20               

Non Ferrous Metals 25 20 1.25 1                 30                 0.03               

Consumer Durables 37 19 1.95 1                 71                 0.01               

Tyres 9 4 2.25 -             12                 -                 

FMCG 307 167 1.84 29              481               0.06               

Fertil izers 16 8 2.00 4                 22                 0.18               

Telecomm-Service 6 6 1.00 -             3                   -                 

Textiles 342 124 2.76 12              365               0.03               

Realty 102 91 1.12 6                 160               0.04               

Sectorwise Credit Ratios during 2013-14 and Q1FY2021

Sectors

Source: CRISIL - numbers for all rating agencies; SBI Research

Sectors where credit ratio is below 1 in 2013-14 and Current Credit ratio

Sectors where credit ratio is 1 and above in 2013-14 and Current Credit ratio

2013-14 April  to June 2020


