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CRISIL revises outlook on public sector banks to ‘Stable’ from ‘Negative’
Recapitalisation, peaking of asset quality issues, revival in credit growth to improve outlook

CRISIL has revised its outlook on the long-term debt instruments (excluding Basel Il Tier I) of 18 public sector
banks (PSB) to ‘Stable from ‘Negative’, while reaffirming their ratings.

The revision in outlook is primarily driven by government’s PSB recapitalisation programme for this fiscal, which
will improve the financial risk profile of these banks and also help them meet Basel Il regulatory capital norms,
and provide cushion against expected rise in provisioning for non-performing assets (NPAS).

The ratings on Basel lll Tier | bonds of nine PSBs have also been reaffirmed, and the outlook has been retained
as ‘Negative’. CRISIL is evaluating the flexibility with banks to set off any accumulated losses with the bank’s
balance in share premium account and its implication on the availability of eligible reserves to service AT1
coupon payments. We will revisit our ratings on AT1 instruments once there is clarity.

On October 24, 2017 after the government announced its Rs 2.11 lakh crore recapitalisation plan, CRISIL had
said that it was credit positive for public sector banks and when details of the capital infusion for individual PSBs
are announced, it will consider those and take appropriate rating action.

On Wednesday, the government announced details of bank-wise infusion of ~Rs 88,000 crore capital this fiscal.

CRISIL has assessed the impact of this and believes with expected capital infusion from government, PSBs are
now adequately placed to meet Basel Il capital norms and are also better prepared to absorb the hit from
provisioning on stressed assets and also on account of migration to Ind AS (Indian Accounting Standards).

The government has also outlined its banking reforms agenda. The strengthening of prudent lending practices
through responsible banking — that is, banking based on core strengths, sharper pre- and post-disbursal
monitoring for large exposures, and improving NPA resolution mechanisms (including separate asset
management verticals), will structurally improve credit culture at PSBs.

Says Krishnan Sitaraman, Senior Director, CRISIL Ratings, “The recapitalisation plan while
emphasising government’s support, also persuades public sector banks to up the ante on responsible
banking. The upshot of more accountability, governance and efficiencies is a structurally stronger
banking system and improved investor sentiment towards them.”

Asset quality issues are peaking for banks with incremental slippages to NPAs expected to taper in fiscal 2018
and 2019 as credit health of corporate borrowers’ are improving. However, the resolution of large corporate
stressed accounts under the Insolvency and Bankruptcy Code and the potential haircuts thereof are expected
to increase the provisioning burden of PSBs and impact their earnings profile and capital position in the near
term.

CRISIL will continue to monitor the performance of PSBs - their asset quality and profitability performance, and
the capital support from the government in future and will appropriately factor in the same in the ratings of these
banks.




Annexure 1 : List of rating actions on PSBs

Tier Il Bonds (Under Basel

Hybrid Instruments

Tier | Bonds

Certificate of

Bank Il & Basel Ill)/ Fixed Deposits ;
Infrastructure Bonds (Under Basel Il) (Under Basel Ill) Deposits
CRISIL A+/Stable
Allahabad Bank CR.IS”‘ AA-/Stable .(Outlook (Outlook revised from
revised from Negative) Negative)
CRISIL AA/Stable CRISIL AA-
Andhra Bank CRISIL AA+/StabIe_ (Outlook (Outlook revised from /Negative
revised from Negative) Negative) (Reaffirmed)
CRISIL AAA/Stable CRISIL
Bank of Baroda CRISIL AAA/StabIe_ (Qutlook (Outlook revised from AA+/Negative
revised from Negative) Negative) (Reaffirmed)
CRISIL AA+/Stable CRISIL
Bank of India CRISIL AA+/StabIe_ (Outlook (Outlook revised from A+/Negative CRISIL AL+
revised from Negative) Negative) (Reaffirmed) (Reaffirmed)
CRISIL A/Stable CRISIL
Bank of CRISIL A+/Stable (Outlook : . CRISIL Al+
Maharashtra revised from Negative) f\loelg;c:ic\)/ ke)rewsed from (BRBeiJ;f/ilr\lrﬁgg;lve (Reaffirmed)
CRISIL AAA/Stable CRISIL
Canara Bank CR.|S”‘ AAA/StabIe_ (Outlook (Outlook revised from AA/Negative CRIS”.‘ Al+
revised from Negative) Negative) (Reaffirmed) (Reaffirmed)
Central Bank of | CRISIL A+/Stable (Outlook (CoFﬂt%tlf\: Stape
India revised from Negative) Negative)
CRISIL A+/Stable FAA+/Stable CRISIL A-
Corporation Bank g\?/ilsse”c_i Qgr;ﬁsl\tlzblee‘tisl(;?tlook (Outlook revised from (Outlook revised /Negative
9 Negative) from Negative) (Reaffirmed)
CRISIL A+/Stable CRISIL A-
Dena Bank CR_ISIL AA-/Stable .(OUHOOK (Outlook revised from /Negative CRIS”.‘ Al*
revised from Negative) Negative) (Reaffirmed) (Reaffirmed)
CRISIL A/Stable FAA/Stable CRISIL
IDBI Bank Ltd. ?elxq/ilsse”c_i Q;ftNagleags ;I)UOOK (Outlook revised from (Outlook revised BBB+/Negative E:Rlz\:slgrli_rrﬁé;)
9 Negative) form Negative) (Reaffirmed)
. CRISIL A-/Stable FAA/Stable
Indian Overseas CR_ISIL A+/Stable (_Outlook (Outlook revised from (Outlook revised CRISII__ Al+
Bank revised from Negative) Negative) form Negative) (Reaffirmed)
. FAA+/Stable
Orenta Bk o (oo v crsL L
from Negative)
Punjab & Sind CRISIL AA/Stable (Outlook
Bank revised from Negative)
Punjab National | CRISIL AAA/Stable (Outlook &)Fﬂﬁgtkmrevifgg%m e e
Bank revised from Negative) Negative) (Reaffi?me d)
CRISIL AA/Stable
Syndicate Bank CR_lSIL AAStable (.OUIIOOK (Outlook revised from
revised from Negative) Negative)
CRISIL A/Stable
UCO Bank CR_ISIL A+/Stable (Qutlook (Outlook revised from CRISII__ Al+
revised from Negative) Negative) (Reaffirmed)
Union Bank of CRISIL AA+/Stable (Outlook gﬂﬁgtf‘gﬁiﬁ?ﬁ)m
India revised from Negative) Negative)
. CRISIL A/Stable CRISIL
Unl_ted Bank of CR_ISIL AA-/Stable _(Outlook (Outlook revised from BBB+/Negative CRISII__ Al+
India revised from Negative) Negative) (Reaffirmed) (Reaffirmed)
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About CRISIL Limited

CRISIL is an 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.

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 commaodity 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 1,10,000 MSMEs have been rated by us.

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We 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 and other parts of S&P Global Inc. and its subsidiaries (collectively, the “Company) you may find of interest.

For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view the
Company’s Customer Privacy at https://www.spglobal.com/privacy
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DISCLAIMER

This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be used
by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of distribution
(whether directly or indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc.

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable.
However, CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for
any errors or omissions or for the results obtained from the use of this Press Release. CRISIL, especially states that it has no financial liability whatsoever to
the subscribers/ users/ transmitters/ distributors of this Press Release




