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Shriram City Union Finance Limited  

March 26, 2018 

Summary of rated instruments  

Instrument* 
Previous Rated Amount  
(Rs. crore) 

Current Rated Amount 
(Rs. crore) 

Rating Action 

Commercial Paper 2,025.00 2,500.00 
[ICRA]A1+; assigned/ 
outstanding  

Non Convertible Debenture 
Programme 

25.00 25.00 
[ICRA]AA (Stable); 
outstanding  

Fixed deposit programme - - MAA+ (Stable); outstanding 
Total  2,050.00 2,525.00  
*Instrument details are provided in Annexure-1 

Rating action  

ICRA has assigned a short-term rating of [ICRA]A1+ (pronounced ICRA A one plus)
1
 to the Rs. 2,500.00-crore (enhanced 

from Rs. 2,025.00 crore) commercial paper programme of Shriram City Union Finance Limited (SCUF).  

ICRA has a long-term rating of [ICRA]AA with a Stable outlook outstanding on the Rs.25.00 crore non-convertible 

debenture (NCD) programme of the company. ICRA also has a MAA+ (pronounced M double A plus) rating with a stable 

outlook on the fixed deposit programme of the company. 

Rationale 

The rating action factors in SCUF’s position as a Shriram Group company, with access to operational, managerial and 

financial support from the Group. The rating also considers the company’s diversified product profile, adequate 

capitalisation, diversified funding profile and adequate liquidity position. 

The ratings are however constrained by a steady deterioration in the company’s asset quality over the past few years, 

and the moderation in its net profitability on account of asset quality deterioration and higher provisioning requirement 

as it transitioned to tighter NPA recognition norms. The ratings also take note of the geographically concentrated 

operations with a major portion of the portfolio being in Andhra Pradesh and Tamil Nadu. ICRA notes that while the 

company largely caters to a marginal customer base, it has a good understanding of the target customer segment, which 

along with its adequate systems and internal controls mitigates the associated credit risks to an extent. 

Outlook: Stable 

ICRA believes that SCUF will continue to benefit from its established presence, good understanding of the target 

customer segment and demonstrated support from the Shriram Group. The outlook may be revised to positive if there is 

a sustained improvement in the company's asset quality while maintaining an adequate earnings profile. The outlook 

may be revised to Negative if there is a significant deterioration in the company’s asset quality, capitalisation or 

profitability indicators. 
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Key rating drivers  

Credit strengths 

Strong franchise and demonstrated support from Shriram Group – SCUF has an established track record of around 

three decades of operations in retail and enterprise lending with a total portfolio outstanding of Rs. 26,077 crore as on 

December 31, 2017. The company has a presence in 22 states with a total network of 975 branches as on December 31, 

2017. By virtue of being a part of the Shriram Group, the company benefits from access to the Group’s infrastructure and 

customer base, particularly of Shriram Chits and Shriram Transport Finance Company Limited (STFC, rated 

MAA+(Stable)). The company also has access to the Group’s senior management, who have considerable experience in 

retail finance. 

Diversified product profile – SCUF offers loans under five broad segments with a focus on enterprise finance and two 

wheeler loans, which constituted about 53-55% and 17-18% respectively of the company’s total portfolio during the past 

three fiscals. The remaining 27-30% of the total portfolio was constituted by gold loans, auto loans and personal loans. 

During FY2017, SCUF’s total portfolio grew by 18% to Rs. 23,132 crore as on March 31, 2017, driven by good growth in 

enterprise finance, two wheeler loans and personal loans. The portfolio growth during 9MFY2018 stood at 16% 

(annualised) and the company aims to grow its portfolio at a CAGR of about 15-20% over the next three years. SCUF’s 

target segment is largely the self-employed in semi-urban locations, which has good medium- to long-term growth 

prospects. 

Adequate liquidity and a diversified funding profile – SCUF has a moderately diversified funding profile, with bank 

borrowings constituting about 55% of the total borrowings as on March 31, 2017, followed by fixed deposits (19%), 

commercial paper (12%), non-convertible debentures (7%), subordinated debt (6%) and portfolio sell-down (2%). The 

company has been able to maintain an adequate liquidity position, given its comfortable asset-liability profile and a 

policy to maintain undrawn term loan and working capital limits for meeting near term requirements. 

Strong capitalisation profile – SCUF has a strong capitalisation profile with tier-1 capital and managed gearing at 22.8% 

and 3.5 times respectively as on December 31, 2017. This coupled with internal capital generation2 (11% in FY2017) are 

likely to support its envisaged annual portfolio growth of 15-20% for the next three years without any major capital 

requirement, while maintaining the gearing below 5.0 times. 

Credit challenges 

Steady deterioration in asset quality – The company’s asset quality deteriorated steadily over the recent years with 

90+dpd (excluding gold loan portfolio) increasing to 9.0% as on December 31, 2017 from 8.3% as on March 31, 2017 

(6.9% as on March 31, 2015). SCUF’s exposures are largely to credit untested self-employed customers, and are thus 

vulnerable to adverse economic cycles and operating environment. ICRA, nevertheless, takes cognisance of SCUF’s good 

understanding of its target segment, which along with its established appraisal and collection processes, and adequate 

internal controls and monitoring systems mitigates these credit risks to an extent. 

Shift to tighter NPA recognition norms impacts profitability – SCUF changed its NPA recognition norms from 150+ dpd 

to 120+ dpd in March 2017, resulting in an increase in its gross NPAs from 5.2% as on March 31, 2016 to 6.7% as on 

March 31, 2017 (6.8% as on December 31, 2017). Consecutively, the credit provisioning including write-offs increased 

from 2.8% in FY2016 to 3.8% in FY2017. However, a moderation in cost of funds during FY2017 cushioned the impact on 

net profitability, which declined from 2.8% in FY2016 to 2.5% in FY2017. As the company shifts to the 90+ dpd NPA 
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recognition norm in March 2018, its reported gross NPAs are likely to increase to around 9.0% and the net profitability is 

likely to moderate further to around 2.1-2.3%, assuming the company maintains its provision coverage at about 60%. 

ICRA also notes that the company’s earnings diversification is modest with non-interest income / average managed 

assets of less than 0.1% during the past two fiscals 

Portfolio concentrated in South India – SCUF’s operations are largely concentrated in Andhra Pradesh and Tamil Nadu, 

which constituted 34% and 28% of its total portfolio (excluding gold) as on March 31, 2017. Including the other southern 

states, the company’s portfolio concentration (excluding gold) in South India stood at around 64% as on March 31, 2017. 

Despite the company’s on-going efforts to gradually expand its operations geographically, its portfolio is expected to 

remain concentrated in South India over the near to medium term. 

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below. 

Links to applicable criteria:   

ICRA’s Credit Rating Methodology for Non-Banking Finance Companies 

About the company: 

SCUF is a deposit accepting NBFC that commenced operations in 1986. The company was largely focused on vehicle 

finance till 2002 post which it gradually shifted its focus to other retail financing segments. SCUF is currently engaged in 

small enterprise finance (56% of total portfolio as on December 31, 2017), two wheeler loans (18%), gold loans (13%), 

and auto and personal loans (13%). The company has a total network of 975 branches spread across 22 states; around 

80% of the company’s branches are located in semi-urban areas across the country. The company’s loan portfolio is 

largely concentrated in the southern states of Tamil Nadu and Andhra Pradesh, which together accounted for about 62% 

of its portfolio as on March 31, 2017.  

 
During 9MFY2018, the company achieved a net profit of Rs. 617.7 crore (unaudited) on a managed asset base of around 

Rs. 26,077 crore compared with a net profit of Rs. 544.0 crore on a managed asset base of around Rs. 22,544 crore 

during 9MFY2017. 

Key financial indicators (audited) 

SFL (Consolidated) FY2016* FY2017* 

Total Income  3,650 4,226 

Profit after Tax  530 556 

Net Worth  4,512 5,028 

Total Managed Portfolio  19,577 23,132 

Total Managed Assets  21,238 24,576 

RoMA 2.6% 2.4% 

Return on Net Worth 12.1% 11.5% 

Gearing 3.3 3.5 

Gross NPA%  5.2%  (150+dpd) 6.7%  (120+ dpd) 

Net NPA% 1.6% 1.8% 

Net NPA/Net Worth 6.6% 8.2% 

CRAR % 26.6% 23.9% 

 

 

https://www.icra.in/Rating/ShowMethodologyReport/?id=395&Title=Non-Banking%20Finance%20Companies&Report=NBFCs,%20Rating%20Methodology,%20April%202016.pdf
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Status of non-cooperation with previous CRA: Not applicable 

Any other information: None 

Rating history for last three years: 

 

Instrument  

Current Rating (FY2018) 
Chronology of Rating History 
for the past 3 years 

Type  

Amount 
Rated  
(Rs. crore)  

Amount 
Outstandi
ng (Rs 
Crore) 

 

  
Date & 
Rating in 
FY2017 

Date & 
Rating in 
FY2016 

Date & 
Rating 
in 
FY2015 

Mar 2018 
Nov 
2017 

Oct 2017 May 
2016 

Mar 
2015 

Jan 
2015 

1 Commercial 
Paper 

Short 
Term 

2,500.00 - [ICRA]A1+ [ICRA] 
A1+ 

[ICRA] 
A1+ 

[ICRA] 
A1+ 

[ICRA] 
A1+ 

- 

2 NCD Long 
Term 

25.00 NA# [ICRA]AA 
(Stable) 

[ICRA]AA 
(Stable) 

[ICRA]AA 
(Stable) 

[ICRA]AA 
(Stable) 

[ICRA]AA 
(Stable) 

- 

3 Fixed deposit 
programme 

Medi
um 
Term 

- - [ICRA]MAA
+ (Stable) 

[ICRA]M
AA+ 
(Stable) 

[ICRA]M
AA+ 
(Stable) 

[ICRA]M
AA+ 
(Stable) 

[ICRA]M
AA+ 
(Stable) 

[ICRA]M
AA+ 
(Stable) 

# yet to be placed        

Complexity level of the rated instrument: 

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The 

classification of instruments according to their complexity levels is available on the website www.icra.in 

  

http://www.icra.in/
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Annexure-1: Instrument Details 

ISIN No 
Instrument 
Name 

Date of 
Issuance / 
Sanction 

Coupon 
Rate 

Maturity 
Date 

Amount 
Rated 
(Rs. crore) 

Current Rating and 
Outlook 

NA 
Commercial 
Paper 

NA NA 7-365 days 2,500.00 [ICRA]A1+ 

NA NCD# - - - 25.00 [ICRA]AA (Stable) 

NA 
Fixed Deposit 
Programme 

- - - - MAA+ (Stable) 

# yet to be placed 

Source: SCUF 
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ANALYST CONTACTS 

Karthik Srinivasan 
+91-124-4545847  
karthiks@icraindia.com 

 

A M Karthik 
+91-44-45964308 
a.karthik@icraindia.com 

Govindaraj Prabhu M 
+91-44-45964306 
Govindaraj.m@icraindia.com 

Meenakshi D 
+91-44-4596 4325 
sreenivasan.perumal@icraindia.com 

RELATIONSHIP CONTACT 

Jayanta Chatterjee 
+91 80 4332 6401 
jayantac@icraindia.com 
 

 

 
 
 

MEDIA AND PUBLIC RELATIONS CONTACT 

Ms. Naznin Prodhani 
Tel: +91 124 4545 860 
naznin.prodhani@icraindia.com   

 

 

Helpline for business queries:  

+91-124-2866928 (open Monday to Friday, from 9:30 am to 6 pm) 

info@icraindia.com 

 

 

 

 

 

 

About ICRA Limited: 

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services 

companies as an independent and professional investment Information and Credit Rating Agency. 

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited 

Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit 

Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. 

For more information, visit www.icra.in  

mailto:karthiks@icraindia.com
mailto:a.karthik@icraindia.com
mailto:Govindaraj.m@icraindia.com
mailto:sreenivasan.perumal@icraindia.com
mailto:jayantac@icraindia.com
http://www.icra.in/
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ICRA Limited 

Corporate Office 
Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002 
Tel: +91 124 4545300 
Email: info@icraindia.com 
Website: www.icra.in 
 

Registered Office 
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001 
Tel: +91 11 23357940-50 
 

Branches  

Mumbai + (91 22) 24331046/53/62/74/86/87 

Chennai + (91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,  
Kolkata + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,  
Bangalore + (91 80) 2559 7401/4049 

Ahmedabad + (91 79) 2658 4924/5049/2008 

Hyderabad + (91 40) 2373 5061/7251 

Pune + (91 20) 6606 9999 
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