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Rating Rationale
January 11, 2023 | Mumbai

Small Industries Development Bank of India
'CRISIL AAA/Stable' assigned to Non Convertible Debentures

 
Rating Action

Rs.35000 Crore Non Convertible Debentures CRISIL AAA/Stable (Assigned)
Fixed Deposits CRISIL AAA/Stable (Reaffirmed)
Rs.2000 Crore Commercial Paper CRISIL A1+ (Reaffirmed)

Note: None of the Directors on CRISIL Ratings Limited’s Board are members of rating committee and thus do not participate in discussion or assignment of any
ratings. The Board of Directors also does not discuss any ratings at its meetings.
1 crore = 10 million
Refer to Annexure for Details of Instruments & Bank Facilities

Detailed Rationale
CRISIL Ratings has assigned ‘CRISIL AAA/Stable’ ratings to Rs.35,000 crore of non convertible debentures of Small
Industries Development Bank of India (SIDBI) and reaffirmed its ‘CRISIL AAA/Stable/CRISIL A1+’ ratings on the existing
debt instruments.
 
The ratings continue to reflect the support the bank receives from the government of India (GoI) because of the key public
policy role it plays in India's micro, small and medium enterprises (MSME) sector. The ratings also factor in the robust
capitalisation; and healthy resource profile. The asset quality in the direct finance portfolio while weaker than refinance
book, has seen improvement over the year.
 
The Reserve Bank of India (RBI) had allotted Rs 15,000 crore to SIDBI under the additional special liquidity facility (SLF) – 1
for on-lending and refinancing to banks and financial entities that sanction loans to MSMEs. Furthermore, the RBI allotted
Rs 15,000 crore under SLF-2 to support the liquidity of intermediaries in fiscal 2022 and another Rs 16,000 crore under
SLF-3 for innovative schemes to support the short- and medium-term needs of small MSMEs in credit-deficient and
aspirational districts.

Analytical Approach
CRISIL Ratings has combined the business and financial risk profiles of SIDBI and its subsidiaries given the operational,
managerial and financial linkages among the entities. Furthermore, the ratings continue to factor in the expectation of strong
support from the government.
 
Please refer Annexure - List of entities consolidated, which captures the list of entities considered and their analytical treatment of consolidation.

Key Rating Drivers & Detailed Description
Strengths:
Continued strong support from the government given SIDBI’s key public policy role in India’s MSME sector
SIDBI plays an important role in channelling finance to MSMEs and implements government initiatives for MSMEs, which is
a major driver for India’s manufacturing output. In addition, Micro Units Development and Refinance Agency (MUDRA),
which lends to micro/small business entities, has been set up as a wholly owned subsidiary of SIDBI.
 
SIDBI played a pivotal role in implementing the different schemes of the government and the RBI to support the MSME
sector after the pandemic. Since the onset of Covid-19, the RBI has allotted Rs 46,000 crore under three tranches of SLF to
support MSMEs. Furthermore, SIDBI enhanced the scope of its current schemes, such as SIDBI Make in India Soft Loan
Fund for Micro Small and Medium Enterprises and SIDBI Assistance to Facilitate Emergency response against Coronavirus,
to support the MSMEs affected by pandemic-induced lockdowns.
 
The government is likely to continue to support SIDBI given its role as the nodal agency for implementing public policies and
channelling credit in the MSME sector.
 
Robust capitalisation
Capitalisation is supported by sizeable standalone networth of Rs 26,045 crore as on September 30, 2022, and Rs 24,583
crore as on March 31, 2022. Networth, on a consolidated basis, was Rs 22,132 crore as on March 31, 2021. Standalone
capital adequacy ratio (CAR) was healthy at 20.6% as on September 30, 2022 (24.3% as on March 31, 2022). Asset-side
risks were adequately covered, with networth to net non-performing assets (NPAs) ratio at 208 times as on September 30,
2022 (186 times as on March 31, 2022).
 
With growth in asset base, borrowings (including deposits) have increased against which the RBI has allowed to increase
the leverage to 18 times as on March 31, 2023, from 14 times earlier to meet the refinance requirement. Gearing[1] remains
within the regulatory requirement and stood at 12.4 times as on September 30, 2022 (8.8 times as on March 31, 2022).
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Healthy and diversified resource profile
Borrowings (including deposits) were Rs 319,381 crore as on September 30, 2022 (Rs 216,590 crore as on March 31,
2022), of which deposits and bonds/debentures formed 46% and 9%, respectively. The bank has access to funds at low
interest rates under the special refinance schemes of the RBI. Resource profile has been driven by increase in deposits
allocated under the MSE refinance fund of SIDBI. Cost of borrowings for the bank stood at 3.41% (based on average of
year-end numbers) in fiscal 2022 against 4.0% in fiscal 2021. While there was a slight uptick to 4.5% for the six months
ended September 30, 2022, SIDBI continues to mobilise funds at competitive rates.
 
Weakness:
Average asset quality in the direct finance portfolio
Asset quality metrics of direct finance portfolio was impacted in prior years, however SIDBI has seen improving trends on
the back of write offs and lower incremental NPA in this segment. Consequently, GNPAs stood at 1.27% and 1.38% as on
September 30 and March 31, 2022, respectively, compared with 2.41% in March 2021.
 
Overall GNPAs and net NPAs remained low at 0.07% and 0.04%, respectively, as on September 30, 2022, against 0.11%
and 0.07%, respectively, as on March 31, 2022 (0.18% and 0.11%, respectively, as on March 31, 2021).

[1]As per CRISIL Ratings calculation.

Liquidity: Superior
The asset liability maturity profile as on September 30, 2022, is well matched across most buckets, with negative cumulative
gap in 3 and 6 months buckets. These are expected to be met by rollover of liabilities in those buckets. As on September 30,
2022, SIDBI had  total liquid investments of Rs  63,459  crore in the form of cash and bank balance (Rs  22,411  crore),
investment in government securities (Rs10,593 crore) and other investments of Rs 30,454 crore.

Outlook: Stable
SIDBI is likely to continue to receive operational and funding support from the government and will maintain healthy
capitalisation and resource profile over the medium term.

Rating Sensitivity factors
Downward factors

Any change in the support philosophy of the GoI or decrease in government shareholding, directly or indirectly (through
quasi-government entities), below 51%
Sharp weakening of the asset quality affecting profitability and capital levels

About the Bank
SIDBI was incorporated as a wholly owned subsidiary of IDBI Ltd in 1990. It is the apex financial institution for the MSME
sector. State Bank of India (15.65%), Government of India (20.85%), Life Insurance Corporation of India (13.33%) and
National Bank for Agriculture and Rural Development (9.36%) are its majority shareholders.
 
SIDBI provides refinance to banks, state financial corporations and state industrial development corporations that lend to
units in the MSME sector. SIDBI also provides direct finance to the MSME sector by way of long-term loans, working capital
facilities and discounting/rediscounting bills of exchange. As on September 30, 2022, SIDBI had three wholly owned
subsidiaries: SIDBI Venture Capital Ltd (SVCL), SIDBI Trustee Co Ltd (STCL) and MUDRA. MUDRA was established by the
government through a statutory enactment and is responsible for developing and refinancing all institutions that lend to
micro/small business entities engaged in manufacturing, trading and service activities.
 
SIDBI reported lower profit after tax (PAT) of Rs 1,958 crore on total income (net of interest expense) of Rs 3,348 crore in
fiscal 2022, compared with Rs 2,398 crore on total income (net of interest expense) of Rs 4,623 crore in the previous fiscal,
on the back of lower net interest margins. Return on assets (RoA) for fiscal 2022 stood at 0.9% (1.3% in fiscal 2021).
 
Growth in the asset book as well as a rising interest rate cycle benefitted profitability, resulting in higher PAT for the six
months ended September 30, 2022, at Rs 1,465 crore; against Rs 945 crore in the corresponding period previous fiscal.
RoA remained stable at 1.0% for the respective periods.

Key Financial Indicators: SIDBI
As on/for the period ended September 30 Unit 2022 2021
Total assets Rs crore 3,52,599 1,70,746
Total income (net of interest expense) Rs crore 2,608 1,456
Reported PAT Rs crore 1,465 945
GNPAs % 0.07 0.20
Overall CAR % 20.6 30.9
RoA % 1.0 1.1

Any other information: Not applicable

Note on complexity levels of the rated instrument:
CRISIL Ratings` complexity levels are assigned to various types of financial instruments and are included (where
applicable) in the 'Annexure - Details of Instrument' in this Rating Rationale.

CRISIL Ratings will disclose complexity level for all securities - including those that are yet to be placed - based on
available information. The complexity level for instruments may be updated, where required, in the rating rationale
published subsequent to the issuance of the instrument when details on such features are available.
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ISIN Name of
instrument

Date of
allotment

Coupon
rate (%)

Maturity
date

Issue size
(Rs.Crore)

Complexity
level

Rating outstanding with
outlook

NA
Fixed

deposit
programme

NA NA NA NA Simple CRISIL AAA/Stable

NA
Commercial

paper
programme

NA NA 7-365
Days 2000 Simple CRISIL A1+

NA
Non

convertible
debenture*

NA NA NA 35,000 Simple CRISIL AAA/Stable

For more details on the CRISIL Ratings` complexity levels please visit www.crisilratings.com. Users may also call the
Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)

   *Yet to be issued

Annexure - List of Entities Consolidated
Names of Entities Consolidated Extent of Consolidation Rationale for Consolidation
MUDRA Full Subsidiary
SVCL Full Subsidiary
STCL Full Subsidiary

Annexure - Rating History for last 3 Years
  Current 2023 (History) 2022  2021  2020  Start of

2020

Instrument Type Outstanding
Amount Rating Date Rating Date Rating Date Rating Date Rating Rating

Bond LT   --   --   --   -- 29-12-20 Withdrawn CRISIL
AAA/Stable

Commercial
Paper ST 2000.0 CRISIL

A1+   -- 28-12-22 CRISIL
A1+ 28-12-21 CRISIL

A1+ 29-12-20 CRISIL
A1+

CRISIL
A1+

      --   -- 24-06-22 CRISIL
A1+   --   -- --

Fixed Deposits LT 0.0 CRISIL
AAA/Stable   -- 28-12-22 CRISIL

AAA/Stable 28-12-21 F
AAA/Stable 29-12-20 F

AAA/Stable
F

AAA/Stable

      --   -- 24-06-22 CRISIL
AAA/Stable   --   -- --

Non
Convertible
Debentures

LT 35000.0 CRISIL
AAA/Stable   --   --   --   -- --

All amounts are in Rs.Cr.

  

Criteria Details

Links to related criteria
Rating Criteria for Banks and Financial Institutions
CRISILs criteria for rating fixed deposit programmes
CRISILs Criteria for rating short term debt
Criteria for Notching up Stand Alone Ratings of Entities Based on Government Support
CRISILs Criteria for Consolidation
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Note for Media:
This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited, an S&P Global Company)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set 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 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).
 
CRISIL Ratings Limited ('CRISIL Ratings') is a wholly-owned subsidiary of CRISIL Limited ('CRISIL'). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").
 
For more information, visit www.crisilratings.com 
 

About CRISIL Limited

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

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is 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: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

CRISIL PRIVACY NOTICE
 
CRISIL respects your privacy. We may use your contact information, such as your name, address and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer is part of and applies to each credit rating report and/or credit rating rationale ('report') that is provided by
CRISIL Ratings Limited ('CRISIL Ratings'). To avoid doubt, the term 'report' includes the information, ratings and other content
forming part of the report. The report is intended for the jurisdiction of India only. This report does not constitute an offer of
services. Without limiting the generality of the foregoing, nothing in the report is to be construed as CRISIL Ratings providing
or intending to provide any services in jurisdictions where CRISIL Ratings does not have the necessary licenses and/or
registration to carry out its business activities referred to above. Access or use of this report does not create a client
relationship between CRISIL Ratings and the user.

We are not aware that any user intends to rely on the report or of the manner in which a user intends to use the report. In
preparing our report we have not taken into consideration the objectives or particular needs of any particular user. It is made
abundantly clear that the report is not intended to and does not constitute an investment advice. The report is not an offer to
sell or an offer to purchase or subscribe for any investment in any securities, instruments, facilities or solicitation of any kind to
enter into any deal or transaction with the entity to which the report pertains. The report 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
the US).

Ratings from CRISIL Ratings are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold or sell any securities/instruments or to make any investment decisions. Any opinions
expressed here are in good faith, are subject to change without notice, and are only current as of the stated date of their
issue. CRISIL Ratings assumes no obligation to update its opinions following publication in any form or format although CRISIL
Ratings may disseminate its opinions and analysis. The rating contained in the report is not a substitute for the skill, judgment


