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Another debt recast likely for textile cos

m With investments reduced to atrickle, finance & textile ministries to discuss proposal with RBI and IBA today

Timsy Jaipuria
NewDelhi, Dec6

slowdown in investments
inthetextileandclothing
industry and increasing

instances of defaults on loan "

repayment have prompted the
government to look at the de-
mand for yet another loan recast
for the sector.

The finance and textile min-
istries will discuss the proposal
with officials from the Reserve
bank of India (RBI) and the
Indian "Bank  Association
on Wednesday, official sources
told FE.

The T&C sector, the largest
employment provider after agri-
culture and a major contributor
to the country's export basket,
has for the last few months been
in doldrums owing to high raw
material costs and slump in key
export markets.

Textile minister Anand Shar-
mahadearlier writtentofinance
minister Pranab Mukherjee for
the restructuring of the textile
companies’ loans as well as ex-
tendinga2% interestsubvention

announced by Mukherjee for~

SMEstothebigger garmentsand

" knit-wear units.

Textile secretary Rita Menon
told FE:"The issues will be delib-
erated in the inter-ministerial
steering committee of the tech-
nology upgradationfund scheme
(TUFS)on Wednesday.”

TUFS is a scheme that in-
volves an interest subsidy
for loans taken for specified
modernisation activities in the
T&C sector. It has played a key
roleindriving investments of 32
lakh erore in the sector over the
last 10 years. Nearly half of this
isdebt.

“There has been a slow down
in investments this year As
against ¥1,972 crore provided for
TUFS loans for 2011-12, not even
3500 crore is likely to be used,”
said Menon. “Interesting to note
is that there has not been any de-
fault (in repayment of TUFS
loans'sofar, but giventhecurrent
trends in profitability and cash
flow, it can start any moment,"

-she added.

The officialnoted that the con-
dition of the textile firms has
worsened since 2008.

"Out of 226 listed companies,
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187 (arvund 83%) have poorer re-
sults . during H1 of 2011-12
compared to last year and 127
have net losses. Thus, the situa-
tion is substantially worse than
that in 2008-09."

The ministry fears that this
trend is expected to continweand
even the third quarter will
record an increased negative net
profit.

The Confederation Of Indian
Textile Industry (CITI) has sug-
gested afew proposals, which in-
clude allowing a moratorium on
repayment of the principal
amountsagainstlong-termloans
for 24 months, effective from 1st
July 2011, without asset reclassi-
fication or additional provision-
ing. This included repeated
rescheduling and rescheduling
of loansunder CDR.

The extant loans may be con-
verted into Working Capital
Term Loans (WCTL) for a
period of five years with a mora-
torium of six months. "The pro-
posals have no revenue implica-
tions,” CITIsecretary general DK
Nairsaid.

FE had earlier reported that

Sharma has sought a moratori-

um for two years from July 1 on
the repayment of the principal
amounts by the capital-intensive
textile units, which account for
90% of theindustry'sloans, anda
one-year moratorium for other
textilesegments.

Thefinanceministry had also
earliersuggestedextendinga 2%
interestsubsidy to the garments
as well as knitwear sectors,
worst-affected by the global tur-
moil, by widening the Reserve
Bank's provision of such a sub-
vention for only small and medi-
umenterprises,

Earlier this fiscal, India, the
world's second-largest textile
supplier, had set a target to in-
creaseitstextile and garmentex-
ports to $33 billion, compared
with 328 billion in the last finan-
ctal year.

Cotton yarn production is
down 15% and fabric output 19%
during the April-October period
from ayearearlier.

CITI also estimates that the
slump in cotton prices to around
a half since the March level of
63,000 per candy of 356 kg alone
has caused losses of 26,500 crore
to textile mills,




