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Securitisation heads for the best year yet
First-half volume rockets 95% to Rs 67,700 crore

Securitisation volume soared 95% on-year to Rs 67,700 crore in the first-half of fiscal 2019, driven by a surge in
direct assignments (DA); or direct purchase of loan receivables of non-banks [including non-banking finance
companies (NBFCs) and housing finance companies (HFCs)], usually by banks.

Volume in pass-through certificates (PTCs) also rose impressively despite headwinds caused by a change in
treatment of transactions under the new Indian Accounting Standards (IND-AS) Rules, 2015.

While the recent tightening of liquidity has meant access to conventional funding sources has reduced — at least
temporarily — for non-banks, healthy appetite for securitisation among banks and other investors should lead to
transaction volume rising materially this fiscal.

DA volume doubled to Rs 42,700 crore on-year in the first half, driven by demand from banks seeking retalil
assets, and originators preferring DAs over PTCs because of the difference in accounting treatment under IND-
AS.

Within DAs, mortgage-backed loans remained the preferred asset class, accounting for 74% of DA volume and
46% to total securitisation volume (see chart in annexure).

“Off-book treatment and upfront income booking under IND-AS will lead to more supply of assets for
DA transactions,” said Krishnan Sitaraman, Senior Director, CRISIL Ratings. “On the other hand,
investors are seeking higher yields on PTCs compared with DAs, which has muted the growth of PTCs.
This trend should continue and hence, in the coming months, the market would skew further towards
DAs.”

Despite the accounting related headwinds, PTC volume surged 61% to Rs 25,000 crore on-year in the first half,
helped by surprisingly resilient demand for priority sector lending (PSL) assets — despite the growing popularity
of priority sector lending certificates (PSLCs) — and robust demand for non-PSL-backed securitised instruments
from mutual funds.

Non-PSL securitisation accounted for 60% of the total volume in the first half.

PSLCs continue to gain traction with total volume rocketing to Rs 177,500 crore in the fiscal to date, or more
than twice the volume in the corresponding period of last fiscal, and 95% of the fiscal 2018 volume. PSLC —
Small and Marginal Farmers, and PSLC-General continued to have the largest share of traded PSLCs. Demand
from foreign banks, private banks and a few public sector banks, coupled with the low cost of acquisition, took
segment volumes up (see chart in annexure).

“Despite many transformative changes in the recent past — such as the implementation of the Goods
and Services Tax, aturn in the interest rate cycle, changes in accounting standard, and the recent
liquidity crunch, non-banks will continue to depend on securitisation, especially since there are no
negative asset-liability maturity mismatches in such funding,” said Rohit Inamdar, Senior Director,
CRISIL Ratings. “Overall, the securitisation market is having its best run in recent years, and volume
should rise significantly this fiscal.”

Securitisation volume is expected to gain currency for two more reasons: narrowing access to conventional
forms of funding for non-banks at least temporarily, and increasing comfort among banks to buy portfolios from
non-banks. For example, the State Bank of India recently announced it would purchase Rs 45,000 crore of
securitised assets this fiscal, or thrice what was expected. All that should augur well for transaction volume.




Annexure

Retail securitisation volume over the years
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*Others includes SME, tractor, cash loans, gold loans, education loans, among others

For further information contact:

100%

Media relations

Analytical contacts

Customer service helpdesk

Saman Khan

Media Relations
CRISIL Limited

D: +91 22 3342 3895
M: +91 95 940 60612
B: +91 22 3342 3000
saman.khan@ocrisil.com

Naireen Ahmed

Media Relations

CRISIL Limited

D: +91 22 3342 1818

M: +91 90 040 84769

B: +91 22 3342 3000
naireen.ahmed@crisil.com

Krishnan Sitaraman

Senior Director - CRISIL Ratings
CRISIL Limited

D: +91 22 3342 8070
krishnan.sitaraman@crisil.com

Rohit Inamdar

Senior Director - CRISIL Ratings
CRISIL Limited

D:+91 22 4040 2985
rohit.inamdar@crisil.com

Timings: 10.00 am to 7.00 pm
Toll free Number:1800 267 1301

For a copy of Rationales / Rating Reports:

CRISILratingdesk@crisil.com

For Analytical queries:
ratingsinvestordesk@crisil.com

About CRISIL Limited

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better.

We are India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture

of innovation and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient

solutions to over 100,000 customers.
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We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks,
analytics and data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com
Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK

About CRISIL Ratings

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of
independence, analytical rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire
range of debt instruments, such as, bank loans, certificates of deposit, commercial paper, non-convertible / convertible /
partially convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-
backed securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale
corporates and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including
rating municipal bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique
rating service for Micro, Small and Medium Enterprises (MSMESs) and significantly extended the accessibility to rating
services to a wider market. Over 110,000 MSMEs have been rated by us.
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