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Non-bank unsecured loans buck trend, to grow 4x faster than overall 
book 

Asset quality key monitorable ● NPAs adjusted for write-offs rising, but well below earlier peaks 
 

Defying general lending caution, unsecured loans1 of non-banks2 are seen growing at over 25% this fiscal, because of 
rising propensity for personal loans and attractive risk-adjusted returns. That would be four times faster than the 6-8% 
growth – a decadal low – expected in overall assets under management (AUM) of non-banks. 
 
In five fiscals through 2019, unsecured loans logged a compound annual growth rate (CAGR) of over 30% (please 
refer annexure (i)). 
 
A trifecta of constrained funding access amid rising borrowing costs, re-calibration and de-risking of loan books, and 
economic slowdown have impacted the business of non-banks, especially since September 2018 when liquidity 
convulsions began after a credit event. In spite of this, unsecured loans are doing well for three reasons: 
 
One, there has been a structural shift in the way unsecured loans business is carried out now compared with a 
decade back. That’s largely attributable to the extensive use of credit bureau scores and the associated high moral 
obligation for the borrower to not default and incorporation of data analytics in underwriting and credit monitoring. 
 
Two, non-banks are looking at this segment on a risk-adjusted basis to support profitability while still being cognisant 
of variability in credit costs. Even the NBFCs focussed on traditional segments have started tapping this segment by 
entering into co-lending agreements with the newer age NBFCs.  
 
And three, non-banks have been able to maintain spreads in unsecured loans because of the lower sensitivity of 
borrowers to changes in interest rates. Besides, loan growth is being driven by increasing propensity to borrow.  
 
Said Krishnan Sitaraman, Senior Director, CRISIL Ratings, “Despite the current challenging market 
environment, growth in unsecured loans has maintained momentum. To be sure, growth in this segment 
hasn’t emerged unscathed by the recent turmoil, but the impact on it has been relatively lower. Consequently, 
the share of unsecured loans could touch ~9% of overall AUM this fiscal-end, a jump of around 150 bps in just 
one fiscal.” 
 
Such frenetic growth can also spawn asset quality worries because repayments can become highly volatile based on 
macro-economic and region-specific events. But as of now, delinquencies (90+ days past due, or dpd) are not yet 
alarming. 
 
Delinquencies in personal and consumer durables loans are expected to inch up this fiscal but still be under 3%. In 
unsecured loans given to small and medium enterprises, 90+ dpd had risen from ~3.2% to ~4.5% between March 
2015 and September 2019, and is expected to close out this fiscal another 50-60 bps higher. In the two- and three-
wheeler loans segment, 90+ dpd had declined from ~7% at fiscal 2015-end to ~5.2% as on September 2019. But they, 
too, are expected to edge up 40-50 bps by this fiscal-end (please refer annexure (ii)). 
 
Said Rahul Malik, Associate Director, CRISIL Ratings, “While the reported NPAs in these segments do not 
seem worrisome at this juncture, write-offs have been very high because recoveries after default are typically 
very low. Grossing the write-offs, the delinquencies could be higher at 6-8% depending on the asset class. 
But that would still be below the median peak levels of ~12% levels seen in fiscal 2010, post the economic 
slowdown of 2008-2010. Nevertheless, asset quality is susceptible to sudden shocks and adequacy of internal 
underwriting models will only be demonstrated over a period of time.”  

 
The delinquencies notwithstanding, non-banks and borrowers alike seem to have attained a degree of ease with 
regards to dealing in unsecured loans. While sustenance in this segment will be driven by control over operating costs 
and credit costs, strong capitalisation levels would be key to provide adequate buffers for any potential asset-side 
risks. 

                                                      
1 Unsecured loans include personal, consumer durables and business loans. CRISIL has included two- and three-wheeler loans as unsecured given 

the inherent risks, which are similar to that of unsecured loans 
2 Comprising non-banking finance companies and housing finance companies, but excluding government owned non-banks  
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Annexure 
 

(i) Unsecured loans AUM growth 

 
Note: E: Estimated 

Source: company reports, CRISIL 

 

(ii) Unsecured loans 90+ dpd 

 
Note: The 90+ dpd figures are excluding write-offs; E: Estimated 

               Source: company reports, CRISIL 
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About CRISIL Limited 

CRISIL is a leading 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 commodity 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 (MSMEs) and 
significantly extended the accessibility to rating services to a wider market. Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
CRISIL respects your privacy. We may 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. For further information on CRISIL’s privacy policy please visit www.crisil.com. 
 
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. CRISIL or its associates may have other commercial transactions with the company/entity. 

http://www.crisil.com/
http://www.linkedin.com/company/crisil
https://twitter.com/CRISILLimited
https://www.youtube.com/user/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.crisil.com/en/home/crisil-privacy-notice.html

