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March 11, 2016 
Mumbai 

 

For India, year of reckoning beckons, says CRISIL 
 
CRISIL today released its India Outlook 2016-17 report, outlining three crucial spurs necessary for the economy 
next fiscal. These are: 

1. Relentless implementation of both policy and executive measures that have already been taken, and 
those that need to be taken next year. These include progress on UDAY reforms for the power sector, 
clean-up of bad loans, capitalisation and structural reforms in banking, the promulgation of the 
bankruptcy code, and revivifying the PPP regime. 

2. A good monsoon after three consecutive weather shocks -- two deficient rainy seasons and one spell of 
unseasonal downpour in early 2015 -- to alleviate rural stress and stoke demand. 

3. No further deterioration in the global scenario.  
 
Says Raman Uberoi, Business Head, Large Corporates, CRISIL Ratings: “While the first factor will have 
a huge bearing on India’s long-term growth, the other two are important for the pace of demand 
recovery. So if you look at the larger picture, the impetus to growth will come from domestic factors, 
while downside risks are mainly exogenous. And that’s why CRISIL believes the next fiscal would verily 
be a year of reckoning.” 
 
Of all the sectors of the economy, banking is in the hardest place. CRISIL estimates weak assets of the Indian 
banking sector will rise to ~8.9% of total assets by next fiscal-end, touching a high of Rs 8 trillion. The stress is 
high for PSBs with net worth coverage to unprovided weak assets at 1.5 times current net worth.  
 
“Asset quality pressures will remain intense for public sector banks (PSBs) through next fiscal. That’s 
because of the downturn in commodities, stretched cash flows of highly leveraged corporates and 
limited ability of banks in the current environment to recover monies from large exposures that have 
slipped into NPAs,” said Uberoi. 
 
CRISIL believes the government’s capital commitment under the Indradhanush plan will come up short because 
of an increase in Tier I capital requirement of PSBs. Capital-raising will be the biggest challenge for PSBs going 
forward. Only 10 out of 26 of them may have some cushion over the regulatory minimum Tier I capital by the 
end of next fiscal, compared to 25 out of 26 in fiscal 2015. Capital infusion, therefore, has become critical.  Just 
to meet Basel III regulations, PSBs will need to raise Rs 1.7 trillion Tier 1 capital up to March 2019. 
 
For private banks, what will save the blushes are revenue diversity, lower exposure to vulnerable sectors and 
higher proportion of fee income to total income compared with public peers.  
 
As for overall credit quality of India Inc, CRISIL foresees this year’s divergent trend continuing, based on 
leverage levels. This year, credit profiles of highly leveraged firms took a beating, while that of others 
strengthened. Next fiscal, while investment-linked sectors will face pressure, consumption and export-linked 
sectors – such as auto OEMs and components, textiles, pharma and retail – should be on a stable-to-positive 
footing. 
 
Says Manish Jaiswal, Business Head, CRISIL Research: “As for revenue growth for corporates -- 
excluding those in financials and oil sectors – CRISIL believes it bottoming out and accelerating to 8-
9% from ~4% expected this fiscal as domestic demand gathers pace. Ebidta margin should improve 30-
40 bps on soft commodity prices, improved capacity utilisation and better revenue growth.”  
 
Net profit growth could be in the range of 12-15% on better topline growth, improved Ebidta margin, falling 
interest rate, and subdued working capital requirement because of cheaper raw materials. 
 
“As for investments, we see a moderate pick-up, not a broad-based improvement. CRISIL estimates 
aggregate investments to grow by 7% in fiscal 2017 driven by infrastructure sectors such as renewable 
energy, telecom and road. Private sector companies, especially in core sectors, continue to be cautious 
on committing fresh investments,” Jaiswal said. 
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About CRISIL Limited 

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services.  
 
We are India’s leading ratings agency. We are also the foremost provider of high-end research to the world’s largest banks 
and leading corporations. With sustainable competitive advantage arising from our strong brand, unmatched credibility, 
market leadership across businesses, and large customer base, we deliver analysis, opinions, and solutions that make 
markets function better.  
 
Our defining trait is our ability to convert data and information into expert judgements and forecasts across a wide range of 
domains, with deep expertise and complete objectivity.  
 
At the core of our credibility, built up assiduously over the years, are our values: Integrity, Independence, Analytical Rigour, 
Commitment and Innovation. 
 
CRISIL’s majority shareholder is Standard and Poor’s(S&P).  Standard & Poor’s, a part of McGraw Hill Financial, is the 

world’s foremost provider of credit ratings.  
 
Website: www.crisil.com 
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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 McGraw Hill Financial 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 
McGraw Hill Financial’s Customer Privacy Policy at http://www.mhfi.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 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. 
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