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Key Rating Drivers 

Core to IL&FS: The ratings of IL&FS Financial Services Ltd. (I-Fin) are equated with those of 

its parent Infrastructure Leasing & Financial Services Ltd. (IL&FS, ‘IND AAA’/Stable), as it is 

deemed core to the parent’s business.  

Supports Group’s Infrastructure Business: I-Fin’s debt syndication desk provides critical 

support to the group’s project development business and boosts IL&FS’s competitiveness with 

clients in the infrastructure sector. Prior to being spun off as a 100% subsidiary in FY08 after 

IL&FS decided to convert itself into a core investment company, I-Fin functioned as a division 

of IL&FS.    

Strong Operational Linkages: I-Fin’s treasury and risk management are centralised at IL&FS 

and overall oversight by the parent is very strong. The audit committee of IL&FS’s board 

routinely examines I-Fin’s financials. I-Fin’s senior management has previously worked with 

IL&FS and now operates closely with group companies.   

Wholly Owned: I-Fin is likely to remain 100% owned by IL&FS. The board is dominated by 

representatives from the parent – nine of the 10 board members are IL&FS officials. 

Contribution to IL&FS’ Profits: I-Fin accounted for 60% of the dividends received by IL&FS in 

FY12. While the proportion may reduce as other operating companies in the group mature, I-

Fin is likely to remain the single largest contributor to IL&FS’s non-divestment cash inflows in 

the medium term. 

Strong Fee Income: Fees from the debt syndication and advisory business boost I-Fin’s 

profitability and lend diversity to its income. Net interest margins are susceptible to tight money 

market conditions and were impacted by rising borrowing costs in FY12. 

Wholesale Funded: I-Fin depends on the wholesale market for its funding and liquidity 

requirements. A consortium of 24 commercial banks form the largest source of funding for the 

company, aided by the group’s long relationship with them and the strong profile of IL&FS’s 

institutional shareholders. Liquidity is supported by a matched funding profile. 

Loans Aligned to IL&FS: I-Fin’s credit exposures are to investment companies collateralised 

by equity shares or to project companies with whom the group has a relationship. While the 

portfolio carries single-name concentrations, credit losses are adequately covered by general 

contingency reserves. India Ratings & Research (Ind-Ra) consolidates I-Fin’s financial 

statements with that of IL&FS when conducting a credit stress test on the parent. 

Rating Sensitivities 

Group Linkages: Any significant dilution in I-Fin’s importance to IL&FS or a sizeable reduction 

in shareholding, leading to a reappraisal of I-Fin’s core status, may lead to a difference 

between I-Fin’s rating and that of IL&FS.  

Ratings 

Long-Term Issuer Rating IND AAA 

Short-Term Issuer Rating IND A1+ 

Long-Term Debt IND AAA 

Lower Tier 2 Subordinated IND AAA 

Short-Term Debt IND A1+ 

 

Outlook 

Long-Term Issuer Rating Stable 

 

Financial Data 

IL&FS Financial Services Ltd.  

 30 Sep 
2012 (6 mths) 

31 Mar  
2012 

Total assets (USDm) 2,482 2,188 

Total assets (INRm) 130,792 111,954 

Total equity (INRm) 17,165 16,115 

Net income (INRm) 1,073 2,557 

RoAA (%)* 1.78 2.61 

RoAE (%)* 12.90 16.28 

Equity / Assets (%) 13.12 14.39 

*annualised 

 

Applicable Criteria 

Financial Institutions Rating Criteria (September 
2012) 

Non-Bank Finance Companies Criteria 
(September 2012) 

Rating FI Subsidiaries and Holding Companies 
(September 2012) 

Rating of Bank Legacy Hybrids and Sub-Debt 
(September 2012) 
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IL&FS Financial Services Limited

Income Statement  Analysis 
(Stand Alone Financials)

31-Mar-12 31-Mar-11 31-Mar-10 31-Mar-09

INRm INRm INRm INRm 

1. Interest earned 11,830.2 13.15 7,768.6 11.89 8,520.4 14.56 10,471.4 34.37

2. Interest expended 8,602.0 9.56 4,552.4 6.97 4,123.3 7.04 7,006.0 23.00

3. NET INTEREST REVENUE 3,228.3 3.59 3,216.2 4.92 4,397.1 7.51 3,465.4 11.37

4. Other Operating Income 2,448.9 2.72 3,287.2 5.03 1,820.9 3.11 515.7 1.69

5. Personnel Expenses 545.5 0.61 466.9 0.71 539.3 0.92 364.1 1.20

6. Operating Expenses 672.9 0.75 666.7 1.02 540.6 0.92 605.5 1.99

7. Pre-Provision Operating Profit 4,458.7 4.95 5,369.8 8.22 5,138.0 8.78 3,011.5 9.88

8. Provisions for Losses 685.5 0.76 662.3 1.01 463.7 0.79 1,201.8 3.94

9. Operating Profit after Provisions 3,773.2 4.19 4,707.5 7.21 4,674.3 7.99 1,809.7 5.94

10. Other Non-operating Income - - - -

11. Exceptional Items - - - -

12. Pre-Tax Profit 3,773.2 4.19 4,707.5 7.21 4,674.3 7.99 1,809.7 5.94

13. Taxes 1,215.7 1.35 1,450.8 2.22 1,528.2 2.61 575.7 1.89

14. Net Income 2,557.5 2.84 3,256.7 4.99 3,146.1 5.38 1,234.0 4.05

RATIO ANALYSIS

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                

I. PROFITABILITY 

   1. Net Income/Equity (avg.) % 16.28 % 22.37 % 23.92 % 19.76

   2. Net Income/Total Assets (avg.) % 2.61 % 4.32 % 4.74 % 3.74

   3. Non-interest Expenses/Net Interest Revenue + Other Op. Income % 21.46 % 17.43 % 17.37 % 24.35

   4. Net Interest Revenue/Total Assets (avg.) % 3.29 % 4.27 % 6.62 % 10.49

   5. Pre-provision Operating Profit/Total Assets (avg.) % 4.55 % 7.13 % 7.74 % 9.12

   6. Operating Profit after Provision/Total Assets (avg.) % 3.85 % 6.25 % 7.04 % 5.48

   7. Interest Expenses/Total Borrow ings (avg.) % 11.44 % 8.40 % 8.67 % 28.85

II. CAPITAL ADEQUACY

   1. Net Profit - Dividends/Prior Period Equity % 5.61 % 11.03 % 12.29 %

   2. Equity/Total Assets % 14.37 % 18.22 % 20.70 % 18.90

   3. Equity/Loans % 21.75 % 31.02 % 33.04 % 28.76

   4. Tier - I Capital Ratio % 15.21 % 19.94 % 24.74 % 20.95

   5. Tier - II Capital Ratio % 5.03 % 1.25 % 1.25 % 1.25

   6. Senior Debt/Total Capital times 4.05 times 3.86 times 3.21 times 3.60

   7. Short term borrow ings/Total Borrow ings % 16.78 % 27.46 % 18.75 % 29.89

III. ASSET QUALITY

   1. Provision for losses/avg. Earning Assets % 0.76 % 1.01 % 0.79 % 3.94

   2. Provision for loan losses/Pre-provision operating Profit % 15.37 % 12.33 % 9.03 % 39.91

   3. Gross NPLs/Gross Loans + Debentures % 0.60 % 1.76 % 1.43 % 0.65

   4. Loan loss Reserves(incl. contingency)/Gross NPLs % 482.69 % 207.25 % 441.12 % 848.08

   5. Net NPLs/Equity % 2.28 % 5.59 % 2.17 % 1.75

31-Mar-12

Average  

Earning Assets

31-Mar-09

Average  

Earning Assets

31-Mar-10

Average  

Earning Assets

31-Mar-11

Average  

Earning Assets

Figure 1 
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 IL&FS Financial Services Limited

Balance Sheet Analysis 

(Stand alone financials)

31 Mar 12 31 Mar 11 31 Mar 10 31 Mar 09

Year End Year End As % of Year End As % of Year End As % of Year End As % of

USDm INRm Assets INRm Assets INRm Assets INRm Assets

A. LOANS

   1. Secured Loans 1,380.8 70,637.1 62.97 46,778.0 55.70 41,603.6 62.36 41,645.0 63.03

   2. Unsecured Loans 70.5 3,604.7 3.21 2,667.6 3.18 417.9 0.63 1,848.4 2.80

   3. Hire Purchase Assets - - - - -

   4. Financial Leases - - - - -

   5. Bills Discounted - - - - -

   6. (Loan Loss Reserves) 2.7 136.6 0.12 113.9 0.14 216.0 0.32 69.0 0.10

   TOTAL A 1,451.3 74,105.2 66.06 49,331.7 58.75 41,805.5 62.66 43,424.4 65.73

B. OTHER EARNING ASSETS

   1. Debentures 185.1 9,471.4 8.44 8,076.8 9.62 2,209.0 3.31 2,435.0 3.69

   2. Other Investments 428.3 21,909.0 19.53 17,090.7 20.35 12,109.3 18.15 15,074.8 22.82

   3. Operating Leases n.a - - - -

   TOTAL B 613.4 31,380.4 27.97 25,167.4 29.97 14,318.3 21.46 17,509.8 26.50

C. TOTAL EARNING ASSETS (A+B) 2,064.7 105,485.6 94.04 74,499.1 88.71 56,123.8 84.12 60,934.2 92.23

D. FIXED ASSETS 2.1 107.3 0.10 156.0 0.19 225.6 0.34 276.8 0.42

E. NON-EARNING ASSETS

   1. Cash 21.6 1,107.3 0.99 3,319.2 3.95 7,391.4 11.08 2,609.6 3.95

   2. Others 107.0 5,474.0 4.88 6,001.6 7.15 2,979.7 4.47 2,249.2 3.40

F. TOTAL ASSETS 2,192.8 112,174.1 100.00 83,975.9 100.00 66,720.5 100.00 66,069.8 100.00

G. SHORT-TERM FUNDING

   1. Unsecured 178.1 9,108.8 8.12 12,530.5 14.92 8,025.0 12.03 14,514.4 21.97

   2. Secured 112.5 5,753.6 5.13 4,434.6 5.28 712.6 1.07 -

H. LONG-TERM DEBT DUE IN ONE YEAR - - - - -

I. LONG-TERM FUNDING

   1. Long term borrow ings 1,362.3 69,689.9 62.13 44,810.0 53.36 37,860.0 56.74 33,647.4 50.93

   2. Public Deposits - - - - -

   3. Subordinated Debt 78.2 4,000.0 3.57 - - 400.0 0.61

   TOTAL I 1,440.5 73,689.9 65.69 44,810.0 53.36 37,860.0 56.74 34,047.4 51.53

J. OTHER (Non-interest bearing) 37.5 1,920.6 1.71 1,735.6 2.07 2,072.8 3.11 1,902.7 2.88

K. PROVISIONS 109.2 5,585.8 4.98 5,160.7 6.15 4,236.6 6.35 3,117.3 4.72

L. EQUITY 315.0 16,115.5 14.37 15,304.5 18.22 13,813.6 20.70 12,488.0 18.90

M. TOTAL LIABILITIES & EQUITY 2,192.8 112,174.1 100.00 83,975.9 100.00 66,720.5 100.00 66,069.8 100.00

Exchange Rate USD 1 = INR 51.15 USD 1 = INR 44.65 USD 1 = INR 45.13 USD 1 = INR 50.95

Figure 2 
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The ratings above were solicited by, or on behalf of, the issuer, and therefore, India 
Ratings has been compensated for the provision of the ratings. 

ALL CREDIT RATINGS ASSIGNED BY INDIA RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS 
AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS 
LINK: HTTP://WWW.INDIARATINGS.CO.IN/UNDERSTANDINGCREDITRATINGS.JSP IN ADDITION, 
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE 
AGENCY'S PUBLIC WEBSITE WWW.INDIARATINGS.CO.IN. PUBLISHED RATINGS, CRITERIA, AND 
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. INDIA RATINGS’ CODE OF 
CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, 
AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE 
OF CONDUCT SECTION OF THIS SITE. 

Copyright © 2012 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. One State Street Plaza, NY, NY 10004.Telephone: 1-800-753-4824, 
(212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights 
reserved. In issuing and maintaining its ratings, India Ratings & Research (India Ratings) relies on factual information it receives from issuers 
and underwriters and from other sources India Ratings believes to be credible. India Ratings conducts a reasonable investigation of the factual 
information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from 
independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of India Ratings 
factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, 
the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and 
nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party 
verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other 
reports provided by third parties, the availability of independent and competent third-party verification sources with respect to the particular 
security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of India Ratings’ ratings should understand that 
neither an enhanced factual investigation nor any third-party verification can ensure that all of the information India Ratings relies on in 
connection with a rating will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the 
information they provide to India Ratings and to the market in offering documents and other reports. In issuing its ratings India Ratings must 
rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax 
matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events that by their nature 
cannot be verified as facts. As a result, despite any verification of current facts, ratings can be affected by future events or conditions that were 
not anticipated at the time a rating was issued or affirmed.  

The information in this report is provided "as is" without any representation or warranty of any kind. A rating provided by India Ratings is an 
opinion as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that India Ratings is 
continuously evaluating and updating. Therefore, ratings are the collective work product of India Ratings and no individual, or group of 
individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is 
specifically mentioned. India Ratings is not engaged in the offer or sale of any security. All India Ratings reports have shared authorship. 
Individuals identified in a India ratings report were involved in, but are not solely responsible for, the opinions stated therein. The individuals 
are named for contact purposes only. A report providing a rating by India Ratings is neither a prospectus nor a substitute for the information 
assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be 
changed or withdrawn at any time for any reason in the sole discretion of India Ratings. India Ratings does not provide investment advice of 
any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the 
suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security. India 
Ratings receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. The assignment, publication, or 
dissemination of a rating by India Ratings shall not constitute a consent by India Ratings to use its name as an expert in connection with any 
registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of Great Britain, or the 
securities laws of any particular jurisdiction including India. Due to the relative efficiency of electronic publishing and distribution, India Ratings 
research may be available to electronic subscribers up to three days earlier than to print subscribers. 
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