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Aﬁer4years upgradestrmnpdoumgrades
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Parnika Sokhi kUiBA

Credif qualify of corporates has
improved significanily and #he
frend will canﬁnue A muﬁh fhis

fizeal  saps  Roopa Kudva,
managag diracfor and CEO o

Crisiflid,  gnd  reglonm  head,
South ﬂ.sz.:z, afandard  and

FPoors. Posifive ouflooks have
hif an an qll-fime high, foo, buf
fthe flip side Is negafive ouflocks

are fhrge fimes More,
underscoring the ﬁa T nakire
recovery, Ve  said

a
E!;cerpf.s Jrom  an  mferview:
What has been the irend in

cm:Fnrate ratings of late ?

he higgest change 15 that
after a Egp of 4 wears, upgrades
exceed s, If o take

tlus flsca], up to Septem}:er 14,

riju 205
n:u:nmpa.tues a.nd d 99
The trend 1z e:q:-ected to

contine for the rest of the
fiscal. Oy modified credit ratio
w1l be roore than 1 for the first
titne after 2006. Bear i mund
that this 18 on a portfolio of
5,000 cornpares of whach 90%
are roid-sized, between

Roopa Kudva

B0 crore and Fs300 cru:nre, and
the rest lareer clear
indication i that the u-'lzuse 15 VEL,
et, there aie sorne areas where the
signials  rernain weak.  For
exarnple, defaults have ncreased
thiz  fiscal from 20 in
septeraber 2009 to Ifach X100
2T mithos fiscal so far
that?

Ilost of the defanlts hasee
been due to ligquidity issues.
There 13 no particular trend in
tertns of sectors, it 15 mom
cormnpany-specific.

Was it an issue of
sweorking capital or longer
credit’s

It's both. In sore cases 1t was
working capital and in others,
long-terrn roonesy.
Wheat shoaut ounflools?

We have a positree outlook
ot 3 % of o whochsanal
tirne high, but companies witha
negatree outlook are three times
that. There are 425 compardes
with aS he outiok ]f;ﬂ 140
poeine. o0 the crux 15 that wes,
the credit cycle has tumed,yfhe
m;s‘;:d{: mh;.n a.n&:there are Imore
1 gt e
hﬁt, the undertone 1= frazle.
What are the reasons for
this?

First 1z that some cormpardes,

a.thn:ﬂarlj,.r E}'.}:IIIII‘IZE-'IE, hiave been

ndy slonardonam.
Secu:n 13 there 13 ligpudity
pressure  because comunodity

prces have msen fast, forcing
corpanies to seek more working
capital. The thid reason 1s
delays  m  project  fraple-
mentation.

Howy long have these

pressures existed?

are rouch better since
Sept er 200s, there 13 no
syaterc hqmdlt pressue
now. I think if's more about
mdrvidual corpanies.
Are we zeeing early signs of
a releveraglng cycle?
Ux,rcn.l look, at what ha&;pemd
09-10, leveraging declined
hecause corpanies were forced
to be more pudicious and cost-
CONSCI0NS and deferred
ilﬁ'estmn{fe. They kJingﬂd thﬁ
thewr wor capit
WME efficiently But tl’us
will change gommg forward,
leverazing will mcrease hecause
of better economwic prospects,
consurnet spending and capital
expenditure.  Also, as  cited
eatlier, working capltal needs
will o up due to logher
corrrnodity prices.
Will that cosi-cutting lead to
efficiency gains? More hang
for the buck, as it were?
Lhsolately. If sou look at the
Ay Indian COTPANIES
responded to  the downbon
two-three  thines  stood  out
compared with the dowrdmm m
the Jate 19905, Tronto Page 10



Atter 4 years, upg

rades

exceed downgrades

Caninued #om Page B

One 1z that companies
moved wery fast to curtal
production and  managed
their mrh%mcapital VETY
efficiently. v preserved
ligmdity. They were more
prudent, a lot more agzile m
c1ttl down. S0 they

v have a lot more
control  on the cost of
working capital now
%0 no material stress
on profit margins
despite the input
pressure?

Ilarzine will be stressed
becanse of cormodity price
reasons. [ think were 1t not
tor the efficiency
mprovement, the mopact
wionld have been greater.

Do you think SME
ratings will be the
next game-changer in
India, and for Cricid?

VYeg, I thunk that has hap-
pened, 15 happering, wvery
silently Let me gmve wou
some examples. Of the
5000 entities that Crsil
rates today, about 20% have
a twmover of less than
Es500 crore. In addition to
that we have rated almost
20,000 551 (sraall-scale)
units. Chur assessment 1z
that theyv have gaved Rs100
crores of mterest cost alone
by getting rated becanse 23
b announced
Interest rate concessors mked
to 55 mimgs. Ratings make if
easier for themn to access the
matkets tor funds. We have
seen a maraber of comparndes
with good rat float
cormrnercial papers. We have
seer. comparies with BBE
and &- (rranus) ratings enter
the market, we are seeing
retall suances of corporate
hu:unds SIWIE ratings also en-
% transparency

nother garaec r 12 that

COTIpIATIES
f'ee::{hack from the rat
agency very useful as a se
mproverent tool ete. to so
maty of these 550 nnts, the
first tirne that thﬁy t ratmg
they get a subs rom the
Goverranent of [ndia. But
f'u:ur renewal of a rating, there

muc is the subsidy?

It wares with size ete, but
arywhere between
R=10.000 to R=30,000
sol. bnd guess what, Is
are retmrrang n droves to
reruaw therr ratings by

h.l.gfher fees - clearly

theg,r have felt the benefits u:uf'
getting rated
transparency and accounting
practices hawve Improved.
Are you talking about
first-generation
entrepreneurs here?

L lot of the second-
generation entrepreneurs are
taking over s r uruts and
a lot of them see the walue of

ine thelr orzarasation on
X Frofoesinial biele and
§ettmg views and oplmons
rom an independent thard-

}(])n a thumb Tule hasis,
how much interesi-cost
savings are there io he
had for an average 5517

It depends on the bank.

Barks  hawve  announced
interest rate concessions
] frorn 025 to
1 2%%,, depending on the
rating.
Will SME ratings
essentally be a volume
play for Crisil?
oday  rati 1z about

A% of the total Crisil gmuli
business. Within ratings,

think wes the smaller
enterprises will he the big
dirver  of  growth

toraard. The deeperu.t%gm%'
the rated pu:upulatlnn has
heen sigraficant

ment If wou look at
1t u:un aruary 1,005, Crnsil
had ratings on less than 450
cormpardes. Today, two-
and-a-half’ veas ker we hae
S0 coroparges and  about
20,000 srrall

E Anothor

garmechanger s that ke
companies find the
feedbacs [ram the

rafing agency very
useful as aself
improvemeant tool ete. In
=0 many of these 55
units. the first time that
they get rating they get a
subisidy [rom the
Government of Indiz.

entexpn'ses.

How do you keep a tab
on the red flags on
=uch a big canvas? Is
there some sort of heat
mapping sy=stem?

Char survelllance syster
i ondire and ongoing, [t's
niot that we shony yononm fiee
Dnl_grn:unl:e a ar

for S

Fu:ur asla 1t & a one-tirne
renewal after one year, but
tor 5,000 cornparaes 1t 1s

Ongoing.
Isn't one year oo hi
when tracking ?Sls"

ot them, the rating

iz linked to the renevral

le of the facility with

it hanks.
%0 the onus is on the
hanks io warn you?

It 1= on us and the rated
enfity.
You have offshore
business in Argentina,
Poland and so0on, China.
What do you do there?

We have three or four
business lines of which one
15 ratings. The second part 1z
hagh-end knoole TOCRSS
outsonrcing (KPCN. We have
fi of the 1J:|p 10 eriks m the word
& clients and several of large
Insurance  compandes  and
asget rent firms. We
have sermaces for eguit
research, derTrattres researc
and for credit research. We
analyse companes outside
India and feed the data nto
the barks. We have analysts
in Argenting becanse 1t has
game time zone as the 1J5,
ao we can transfer work to

Buenos Aires from Chennat

and hiurobail.

A olohal delivery model?
ez, a gobal delrery roockl

The second reason is that
Lreentinians speak Sparash
g0 they can help though a
lot wath the Enmopean
analyses. The

reason we set up abage in
FPoland 1z that a lot of
our chents are mereasimely
e Ing quantitate
analysiz and Poland has a
vagt talent pool as far as
rnathernatics and phorsics are
concerned.

Yes, they are formidahle
in maths...

Yes, the:,.r are. And why
we are gomng to set u
Clina s because a lot of owr
customers nowe  want
reseatch on Chirese
corpanies I their lanmmage.
oo Wwe are going to set up
that and the company we are
m talks to acqure — FPipal
Fesearch— 15 also engaged
mm research. Chur TR umt
Irevna's rnain customers are

financial mstitutions,
whereas  Pipals  man
custorners are  ndustrial

cornpanies. 5o that will help
us Increase owr footprnt
trorn financial companes to
corpo-rates as well.
How much do non-
ratings contribute to
Crisil's numbers?

Last wear ratings was

A, regearch dbout

4%, which imcludes KPO
and Incha regearch and the
balanee 10% to 12% comes
frorn our policy advisory
business with 22 countries
where we are working i the
area of provatization
infrastracture. For exarnple,
n I'-.-'Ia1_.1.titiuhse, Ix_xIr'e A
asgessIng t 1zhlands
Project whach meeobees
creation of a new city over
1,000 hectares. This ner
city will honse the ca 1tal of
Dilauritins. We have
recerved financial rn:upu:ns
fromm mtematio
devvelopers and e esgect fo
corerverce rezotiations with
thern soom.
On one side vou have the
ratings business, on the
other you have polic

ieory and KPO. l{igis
the scalahility challenge
for you? Iz asymmetiry an
issue?

Chir business nux 15 ex-

treroely symersistic m two
m}?ﬁ]rss. Cine 1‘?55 that the
skillzet requred 15 the zame.
We require the same type of
analytical capabilities across
businesses. Second 13 that
whichever wasy we look at 1t,
we are doi business
analysis  and  financial
analysis, be 1t mrgor Ko

Lyother comonon
theme 15 that we grve
mdependent opmaon.  So

everything beautifully
avnermses with each other.
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