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The S&P Global Ratings ruled out an
upgrade for India over the next two years
as the agency affirmed the stable outlook
on the country's 'BBB-' long-term and 'A-3'
on short-term sovereign credit ratings
(Source: www.ndtv.com)

Credit rating agencies may see an
increase in the number of issuers in the
coming year with businesses transitioning
from the unorganized to organized sector
as a result of the Goods and Services Tax
implementation by July
(Source: www. economictimes.indiatimes.com)

India Inc's investment-grade credit ratings
hit record high
(Source: www economictimes.indiatimes.com)

Credit Suisse maintains outperform rating
on LIC Housing
(Source: www economictimes.indiatimes.com)
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Editorial
Dear Friends,
Hello Everybody!

C

redit rating agencies (CRA) play an
important role in assessing risk and
credit worthiness in the financial system.
Over the years, the Indian Financial System
regards credit ratings as an integral part of the
framework for credit and investment decisions.
Credit Ratings can also play a pivotal role for
MSME sector since banks and other financial
institutions focuses on lending and offering
other financial services to MSMEs. Various
Credit rating agencies also give rating to the
country by measuring its credit profile and
economic profile. This rating analyzes the
general economic scenario and stability of the
country.
Credit rating agencies (CRA’s) help investors in
achieving a balance in the risk return profile
and at the same time assist firms in accessing
capital at low cost by facilitating investment
decisions. CRAs can thus substantially help to
allocate capital efficiently across all sectors of
the economy by pricing risk appropriately.
Earlier there were very few instruments that
were rated by agencies such as bank loans,
NCDs, Bonds etc. Of late, corporates have
started mobilizing funds through various other
instruments like CPs, Preference Shares,
structured products, IPOs. Initially the credit
ratings of the borrowers were done by
Banks/FIs. In such cases there were no credible
and reliable bases for the investors to take a
conscious decision to invest or enter into any
transactions with the entities. Rating agencies

have now come into the picture in a big way
and are providing various services including
rating, risk analysis, viability reports, research
reports etc.
Apart from Corporate Credit ratings one more
aspects to cover is lending to retail customers.
With rising competition in the retail sector,
there was a sharp rise in delinquency level of
banks. The need for Credit Rating Agency which
could work like repository for Credit
Information of individual was widely felt. There
are various agencies like Equifax, Trans-World,
Trans Union, Dun & Bradstreet etc. which act as
credit rating agencies for retail borrowers.
Interestingly, the credit rating agencies have
also started appraising the financial integrity
along with creditworthiness on the basis of
one’s social-media existence. A good character
portrayed on social-media and other
professional networking identities can now
allow credit agencies to assess the integrity and
other behavioral aspects to maintain financial
discipline of the Individual. This speaks volumes
about the evolution of the rating agencies and
the role it is playing in various walks of our life.
Even as our economy is poised for a rapid
growth and our PSU Banks/FIs are busy
cleaning up their balance sheets, the credit
rating will assume paramount significance in
the building up of “New India”.

-Team Nrups
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Credit Rating Industry Overview
What is Credit Rating?
Credit rating is expressed as an alphabetical symbol which is simple and easy to understand enabling the
investors to differentiate between instruments, companies and even economy of different countries on
the basis of their credit quality. It is an unbiased, objective and independent opinion by a third party
regarding an issuer’s capacity to meet financial obligations.
History of Credit Rating:
The need for an independent rating agency was felt when corporate started mobilizing resources directly
from savers instead of accessing it through banks which hitherto assumed the credit risk in such cases.
Credit Rating had its origin in the financial crisis of US in 1837. The First mercantile credit rating agency
was set up in New York in 1841 by John Moody to rate the ability of the merchants to pay financial
obligations. The history of systematic credit rating started with rating of US railroad bonds by John Moody
in 1909. In 1970s a number of credit rating companies started operation all over the world. There are
three major credit rating agencies operating internationally Fitch, Standard and Poor’s, Moody’s Investor
services.
The Concept of credit rating in India came in 1988. It was set up by Credit Rating and Information
Services Ltd (CRISIL). CRISIL was promoted by premier financial institutions like ICICI, HDFC, UTI, SBI, LIC
and Asian Development Bank. Now CRISIL is an S&P company with a majority shareholding. As the scope
of credit rating widened ICRA & CARE was set up in 1991 & 1993 respectively. The first private sector
credit rating institution was Duffs & Phelps Credit Rating India Pvt Ltd formed in 1995. Apart from this
there are three more credit rating agencies registered with SEBI. Following is the list of SEBI registered
Credit Rating agencies in India.
SEBI Registered Credit Rating Agencies in India
Sr
Name of Credit Rating Agency
No.
1

CRISIL Ltd

2
3
4

ICRA Ltd
CARE Ltd
India Ratings and Research Pvt Ltd
(Formerly known as Fitch Rating India
Private Ltd)
SME Rating Agency India Ltd. (SMERA)
Brickwork Ratings India Private Ltd
Infomerics Valuation and Rating Pvt Ltd

5
6
7

Year of
Commencement
of Operation
1988
1991
1993
1996

2005
2008
2015
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What does Credit Rating Convey?
A credit rating is an opinion on the creditworthiness or the relative degree of risk of timely payment of
interest and principal on a debt instrument. Most rating agencies adopt some variation of this definition
for their credit ratings. The ratings are a comment on the relative likelihood of default in comparison to
other rated instruments. In other words, a rating indicates the probability of default of the rated
instrument and therefore provides a benchmark for measuring and pricing credit risk. A credit rating
compresses an enormous amount of diverse information into a single rating symbol. A simple
alphanumeric symbol, such as ‘AAA or P2+‘ is normally used to convey a credit rating. Currently rating
agencies have standardized rating nomenclatures for long term ratings, short term instruments, medium
term ratings, fixed deposits, corporate/issuer credit rating, long and short term debt fund portfolios, IPO
grading etc.
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Credit Rating: Services & Rating Scale
Services of Credit Rating Agencies

Services of

 Rating based Services
Financial Instruments
 Bonds/Debentures
 Commercial Papers
 Structured Finance products
 Bank Loans
 Fixed Deposits and bank COD’s.
 Mutual fund debt scheme
 Initial Public Offering (IPOs)

Non-Financial Activities
- Real Estate Developer/Project Rating
- Broker Grading
- Governance and Value Creation Ratings
- MFI Grading (encouraged by SIDBI,NABARD)
- NSIC rating for SSI/SME Ratings
(encouraged by NSIC)
- Contractor Grading
- Maritime Grading
- SME Ratings
- Governance Value Creation (GVC) Ratings

 Research & Advisory based activities







Economy and Company Research
Risk Consulting
Funds Research
Advisory services
Knowledge Process Outsourcing
Indices

Rating & Grading Scale for Various Financial Instruments:
Name of Instrument

Type of Instrument

Long Term Instruments

Bank Loan / Debt
Instruments

Rating Scale
AAA
AA
A
BBB
BB
B
C
D
A1
A2

Short Term Instruments

A3
A4

Rating Indication
Highest Safety
High Safety
Adequate Safety
Moderate Safety
Moderate Risk
High Risk
Very High Risk
Default
Very
Strong
degree of Safety
Strong degree of
Safety
Moderate degree
of Safety
Minimal degree
of Safety
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Name of Instrument

Type of Instrument

Long Term Instruments

Structured Finance
Facility

D
Rating Scale
AAA (SO)
AA (SO)
A (SO)
BBB (SO)
BB (SO)
B (SO)
C (SO)
D (SO)
A1 (SO)
A2 (SO)

Short Term Instruments

A3 (SO)
A4 (SO)
D (SO)
FAAA
FAA
FA
FB

Fixed Deposit

Fixed Deposit
FC
FD
NM*
AAAmfs
AAmfs
Amfs

Mutual Fund Schemes

Long Term Debt Mutual
Fund Schemes

BBBmfs
BBmfs
Bmfs
Cmfs

Default
Rating Indication
Highest Safety
High Safety
Adequate Safety
Moderate Safety
Moderate Risk
High Risk
Very High Risk
Default
Very Strong of
degree Safety
Strong degree of
Safety
Moderate degree
of Safety
Minimal degree
of Safety
Default
Highest Safety
High Safety
Adequate Safety
Inadequate
Safety
High Risk
Default
Not Meaningful
Highest degree of
Safety
High degree of
Safety
Adequate degree
of Safety
Moderate degree
of Safety
Moderate risk of
default
High
risk
of
default
Very High Risk of
Default

* Instruments rated 'NM' have factors present in them, which render the outstanding rating meaningless. These include reorganization or
liquidation of the issuer, and the obligation being under dispute in a court of law or before a statutory authority.
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Name of Instrument

Type of Instrument

Rating Scale
A1mfs

Mutual Fund Schemes

Short Term Debt Mutual
Fund Schemes

A2mfs
A3mfs
A4mfs
5/5
4/5

IPO

IPO

3/5
2/5
1/5

Rating/Grading
Indication
Very Strong of degree
Safety
Strong degree of Safety
Moderate degree of
Safety
Minimal
degree
of
Safety
Strong fundamentals
Above
average
fundamentals
Average fundamentals
Below
average
fundamentals
Poor fundamentals

Rating & Grading for Various Non Financial Instruments
MSE Ratings

SME Ratings
SME Ratings
SME 1

Definition
Highest

SME 2

High

SME 3

Above Average

SME 4

Average

SME 5

Below Average

SME 6

Inadequate

SME 7

Poor

SME 8

Default

MSE Ratings
MSE 1

Definition
Highest creditworthiness in relation
to other MSEs

MSE 2

High creditworthiness in relation to
other MSEs

MSE 3

Good creditworthiness in relation to
other MSEs

MSE 4

Above average creditworthiness in
relation to other MSEs

MSE 5

Average creditworthiness in relation
to other MSEs

MSE 6

Below average creditworthiness in
relation to other MSEs

MSE 7

Weak creditworthiness in relation to
other MSEs

MSE 8

Poor creditworthiness in relation to
other MSEs
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Real Estate Rating Scale
Rating Scale
DA 1 (Excellent)

DA 2 (Very Good)

DA 3 (Good)

DA 4
(Below Average)
DA 5 (Poor)

Definition
The Developer's ability to execute real estate projects as per the specified quality
level and within the stipulated time schedule, and ability to transfer clean title
is Excellent.
The Developer's ability to execute real estate projects as per the specified quality
level and within the stipulated time schedule, and ability to transfer clean title is Very
Good.
The Developer's ability to execute real estate projects as per the specified quality
level and within the stipulated time schedule, and ability to transfer clean title
is Good.
The Developer's ability to execute real estate projects as per the specified quality
level and within the stipulated time schedule, and ability to transfer clean title
is Below Average.
The Developer's ability to execute real estate projects as per the specified quality
level and within the stipulated time schedule, and ability to transfer clean title
is Poor.

Broker Quality Grading
Broker Quality grading will be given on the quality of operations and services provided by the graded
stock broker. The Grading will be expressed on a five –point scale from BQ1 to BQ5 with BQ1 being the
highest.
Governance Value Creation (GVC)

GVC Level-1
GVC Level-2
GVC Level-3
GVC Level-4
GVC Level-5
GVC Level-6
GVC Level-7
GVC Level-8

The capability of entities rated CRISIL 'GVC Level 1' with regard to corporate governance
and value creation for all stakeholders is the Highest.
The capability of entities rated CRISIL 'GVC Level 2' with regard to corporate governance
and value creation for all stakeholders is Very High.
The capability of entities rated CRISIL 'GVC Level 3' with regard to corporate governance
and value creation for all stakeholders is High.
The capability of entities rated CRISIL 'GVC Level 4' with regard to corporate governance
and value creation for all stakeholders is Above Average.
The capability of entities rated CRISIL 'GVC Level 5' with regard to corporate governance
and value creation for all stakeholders is Average
The capability of entities rated CRISIL 'GVC Level 6' with regard to corporate governance
and value creation for all stakeholders is Below Average
The capability of entities rated CRISIL 'GVC Level 7' with regard to corporate governance
and value creation for all stakeholders is Low.
The capability of entities rated CRISIL 'GVC Level 8' with regard to corporate governance
and value creation for all stakeholders is the Lowest.
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MFI Grading
MFI Grading reflects current opinion on the ability of a Micro Finance Institutions to conduct its
operations in a scalable and sustainable manner. The grading is assigned on an eight-point scale - MFR1
(highest grading) to MFR8 (lowest grading). There are no individual definitions for each grading.
M-Cril is a leading player providing rating for specialized for Micro Finance.
M-CRIL was established in 1998 in response to the need for an agency to provide a standardised
assessment of governance, management and financial performance in microfinance and inclusive finance
institutions. Starting as a pioneer in the development of a rating framework for Microfinance Institutions
(MFIs).M-CRIL has extended the principles of rating to include social ratings, client protection
certifications and other types of audits and assessments, with application to other development sectors NGOs, affordable private schools, farmer producer organizations.
M-CRIL merged with its parent company EDA Rural Systems in 2016. EDA was established earlier, in 1983,
one of the first consultancies of its kind to provide professional skills in research and management for
development. EDA has over the years conducted impact studies, evaluations and policy studies, and
designed and delivered training programmes, particularly in the fields of microfinance and livelihoods.
The livelihoods team has been active in value chain assessments in different sectors (rural and urban) and
in implementation of market based value chain models (in agriculture, honey, leather work).
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Importance & Methodology of Credit Rating
Importance of Credit Rating:

Services of

Credit rating is highly useful to Investors, Issuers, Intermediaries and regulators. Following are the various
merits to different group of users:
Advantages to Investors:








Credit rating provides credible benchmark reference which represents degree of risk involved.
Absence of any link between the issuer and rating agency ensures fair assessment of credibility of
issuer company
It helps investor to gauge and measure the safety and other risk factors.
It saves time and energy and thus, relieves the investor from the burden of getting first-hand correct
information about the instrument and the issuer.
Quick decisions and easy understanding of investment opportunities.
It helps investor to take an alternate view to their financial analysis
It may enable investor to compare risks among investments in their portfolio.
Considering the credit ratings of multiple credit rating agencies may be useful because they may offer
diverse views on the creditworthiness of an investment.

Advantages to Issuers:





Wider investor base is exposed
Rating acts as a marketing tool
It optimizes the cost of borrowing as a highly rated instrument may carry lesser returns or interest
Enhancement in Company’s reputation and goodwill

Advantages to Intermediaries:




It is a useful tool in the process from underwriting, placement, and promotion to issues.
The brokers, dealers and merchant bankers could use rating as an input for their monitoring
The merchant use credit rating for pre-packaging of issues by way of asset securitization

Advantages to Regulators:




The regulators have promoted the use of credit rating by making it obligatory for Issuers.
The regulators restrict entry into the market of new issues rated below a particular grade.
The regulators stipulate different margin requirements for mortgage of rated and unrated
instruments and prevent institutional investors from purchasing or holding of instruments rated
below a particular level.
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Methodology of Credit Assessment:Various credit rating agencies have their own assessment methodology but by and large rating agencies
assess a corporate entity under four sections viz., Industry Risk Assessment, Business Risk Assessment,
Financial Risk Assessment and Management Quality & Corporate Governance Assessment. Additionally
credit rating of corporate entity may also be impacted by its nature of ownership, nature of linkages with
its parent or group entities, the corporate legal structure, degree of financial flexibility, track record of
operations and debt servicing and vulnerability to discrete event risks. Following are the Credit Risk
categorization:
Industry Risk
 Growth Prospects
 Cyclicality
 Competitive
Intensity
 Regulatory Risk

Business Risk
 Relative Scale
 Competitive
position
 Diversification
 Operating
Efficiency
 Project Risk






Financial Risk

Management Risk

Profitability
Leverage
Coverage
Cash Flow &
Liquidity

 Quality of
Management
 Financial Policies
 Government
Structures and
Practices
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Key Information of Top Credit Rating Companies
Services of

Profit & Loss
Particulars

CRISIL
CARE Ltd
Ltd
(Mar-16)
(Calend
ar year
ending
Dec-16)

ICRA
Ltd
(Mar16)

Rs. In Cr

India
Ratings
and
Research
Pvt Ltd
(Mar-16)

SMERA
Ltd
(Mar16)

Micro
Credit
Ratings
Intl Pvt
Ltd
(M-CRIL)
(Mar-16)

Brickwork
Ratings
India Pvt
Ltd
(Mar-16)

Infomerics
Valuation
and
Rating Pvt
Ltd
(Mar-16)

P&L
Revenue

1000

273

219

91

23

8

54

0.25

EBIDTA

349

181

98

30

1

0.3

27

-0.62

PBT

325

177

94

28

0.43

0.06

27

-0.79

PAT

222

118

62

19

0.33

0.03

17

-0.57

Balance Sheet

Rs. In Cr

Particulars CRISIL
CARE
ICRA Ltd
Ltd
Ltd
(Mar-16)
(Calendar (Mar-16)
year
ending
Dec-16)

India
Ratings
and
Research
Pvt Ltd
(Mar-16)

SMERA
Ltd
(Mar-16)

Micro
Credit
Ratings
Intl Pvt
Ltd
(M-CRIL)
(Mar-16)

Brickwork
Ratings
India Pvt
Ltd
(Mar-16)

Infomerics
Valuation
and
Rating Pvt
Ltd
(Mar-16)

Share
Capital

7.12

29

10

1

15

0.37

5

3

FV (Rs.)

1

10

10

10

10

10

10

10

Net worth

675

408

408

22

19

9

52

10

Total Debt

0

0

0

0

0

0

0

0

59

55

16

7

2

3

0.42

0.94

Fixed
Assets
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Capital Market Data
Particulars CRISIL
CARE
ICRA Ltd
Ltd
Ltd
(Mar-16)
(Calendar (Mar-16)
year
ending
Dec-16)
Market
Price

India
Ratings
and
Research
Pvt Ltd
(Mar-16)

SMERA
Ltd
(Mar-16)

Micro
Credit
Ratings
Intl Pvt
Ltd
(M-CRIL)
(Mar-16)

Brickwork
Ratings
India Pvt
Ltd
(Mar-16)

Infomerics
Valuation
and
Rating Pvt
Ltd
(Mar-16)

1892

1485

4055

-

-

-

-

-

13,497

4374

4055

-

-

-

-

-

41

48

57

-

-

-

-

-

132

139

476

220

13

243

104

33

52 Week
High

2490

1572

4561

-

-

-

-

-

52 Week
Low

1750

885

3235

-

-

-

-

-

Market
Cap
(Rs.In Cr)
PE
Book
Value

Conclusion:Credit rating agencies is playing a pivotal role in Equity and debt markets in India. This inculcates the trust
in the investor, borrower, lender for respective entity, institutions, banks, instruments which enhances
their ability to make investment decision. Of late, Credit rating agencies worked on their research and
product development centre along with their new policies and rating criteria to develop new rating
methodologies. There are other areas where rating agency will have to cover new ground in the coming
future. The rating of municipal bond, state government borrowing programme, commercial banks and
public sector undertaking etc. will be covered in near future. With rating agencies like SMERA for SMEs,
M-CRIL for micro finance units, it will not be surprising if more such specialized rating agency will emerge
to provide more focused and relevant credit score. It is hoped that the credit rating agencies will tap more
unexplored areas of business in years to come even as the businesses are passing through various phases
and cycles giving rise to various business models. It will be a major responsibility of the CRAs to develop
better insights and understanding of the dynamic business scenarios and to evolve better standards of
benchmarks for the stakeholders to create a suitable business environment where growth and
development becomes smoother and faster.
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Source & Reference:
Research firms
www.pwc.in
www.bain.in
www.kpmg.in
www.ey.com
www.dupress.deloitte.com
www.mckinseyandcompany.com
Data Provider
www. ventureintelligence.com
www.dealcurry.com
www.vccircle.com
www.bloomberg.com
Government and Others
www.ibef.org
www.assocham.org
www.bseindia.com
www.rbi.org
www.sebi.gov.in
www.investor.gov
Other Websites
www.slideshare.net
www.familymint.com
www.akhilesh.in

Newspapers / Magazine/Media
www.economictimes.indiatimes.com
www.dnaindia.com
www.business-standard.com
www.timesofindia.indiatimes.com
www.thehindu.com
www.financialexpress.com
www.moneycontrol.com
www.businesstoday.in
www.newindiaexpress.com
www.businessworld.in
www.livemint.com
www.hindustantimes.com
www.thehindubusinessline.com
Rating Agency Website
www.crisil.com
www.care.com
www.icra.in
www.indiaratings.co.in
www.brickworkindia.com
www.smera.in
www.m-cril.com
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About NRUPS
Nrups Consultants LLP was established in 1993 by Mr. Nrupesh Shah, Chartered Accountant. It is
providing a complete range of Investment Banking and financial services to companies and has executed
400 plus assignments valuing in excess of Rs. 7000 Cr.
We are a team of professionals delivering ‘Client Centric’ solutions in Investment Banking domain.
Corporates being our focused segment, we provide a comprehensive package of services and create a
unique value proposition for our clients. Our firm possesses the best skill set, experience and expertise to
cater to the client’s needs in the I-banking and corporate finance. Our bouquet of services includes PE, JV,
Debt Syndication/Swap, and expertise in M&A, Business Valuation, and Corporate Advisory etc.

Investment Banking Services:





Private Equity Advisory
Venture Capital / Seed Funding
JV/SPV
Merger & Acquisition (M&A) Advisory

Funding Solutions:
 Debt Funding
 Working Capital Loan
 Term Loan
 Non fund based facilities
 External Commercial borrowings
 Debt Restructuring
 Debt restructuring and debt swapping for better leverage and to optimize cost of funding

Lending Solutions:





Structured Finance
Loan Syndication
Mezzanine funding
NBFC

Corporate Advisory Services:
Investment banking & Debt Syndication, Business modeling and structuring, Divestiture Services, Fairness
Opinion Advisory, Capital Restructuring Advisory, Strategic & Corporate issues, Business valuation, MIS
budgeting and system review.
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