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Securitisation volume surges 60% to first-quarter peak
Banks drive ~Rs 55,000 crore deals; robust collection trend, NBFC credit growth tailwinds

Securitisation volume soared ~60% on-year to ~Rs 55,000 crore this April-June, the highest ever in a fiscal first
guarter, on strong demand for retail assets from banks coupled with increased use of securitisation as an alternative
funding route by NBFCs!.

The participation demographic continued to be broad-based like last fiscal, with over 80 originators and 50 investors.
The number of transactions have gone up from ~160 in the first quarter of fiscal 2023 to over 250. Private and public
sector banks continued to be the dominant investors, followed by foreign banks.

Says Krishnan Sitaraman, Senior Director & Chief Ratings Officer, CRISIL Ratings, “Securitisation is allowing
banks to do two things: keep driving their credit growth without impacting their direct exposure limits to
NBFC balance sheets, and diversify exposure to granular retail loans, which are showing robust collection
performance. With the momentum in NBFC credit growth and investor interest in retail loan pools, annual
securitisation volume can exceed the previous peak of Rs 1.9 lakh crore this fiscal.”

The share of vehicle loan securitisation (including commercial vehicles and two-wheelers) in overall first-quarter
volume surged 900 basis points (bps) to ~37%, primarily driven by the top originators in the commercial vehicle
segment that have relied on securitisation as an alternative funding tool to support their strong credit growth. This rise,
along with continued momentum in other asset classes, has led to a relative decline in the share of retail mortgage-
backed securitisation (MBS) by 1,300 basis points (bps) to ~34% in the first quarter. Microfinance securitisation
cornered 10% and gold loans 8% of the market, in sync with their share in the first quarter of last fiscal.

The share of direct assignment (DA) transactions fell to ~50%, compared with 55-65% in the past three fiscals, on
account of the drop in the share of MBS, which are largely undertaken via the DA route. So far, DAs have largely been
dominated by mortgages and gold loans given the relatively higher safety in these asset classes, while pass-through
certificates (PTCs) found greater acceptance in the vehicle, microfinance and unsecured loan segments.

Among investors, while foreign banks focused on investing in PTCs, public sector banks preferred DA pools. Private
sector banks invested in a mix of DAs (mostly mortgage and gold loan pools) and PTCs.

The share of mortgages and DA in securitisation volume will reduce further, given the merger of a large originator in
the housing finance space with a bank. Consequently, PTCs will gain share in the market.

Says Ajit Velonie, Senior Director, CRISIL Ratings, “PTCs have facilitated cautious entry for investors into
new originators and asset classes, given the presence of credit enhancement, which increases investor
protection. PTCs also offer structuring flexibility that enables better alignment of issuances with investor
needs. For instance, those with replenishing structures have continued to pick up in the first quarter of this
fiscal, enabling longer-tenure PTC issuances to be backed by shorter-tenure loans.”

Last fiscal, CRISIL-rated PTCs had median monthly collection ratios (MCRs) of ~98-100% in secured asset classes
and microfinance, while unsecured asset classes saw MCRs in the range of ~94-96%.

The robust collection performance of securitised pools and innovative structures to suit investor needs should
continue to bolster market participation and volume this fiscal.

1 NBFCs include non-banking financial companies and housing finance companies but exclude Government owned NBFCs
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Annexure

Asset-class-wise split DA-PTC split in retail securitisation
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About CRISIL Ratings Limited (A subsidiary of CRISIL Limited)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set 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
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instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted several
innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and infrastructure
investment trusts (InvITs).

CRISIL Ratings Limited ("CRISIL Ratings") is a wholly-owned subsidiary of CRISIL Limited ("CRISIL"). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit www.crisilratings.com

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.
CRISIL is 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

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 Ratings Limited (hereinafter referred to as “CRISIL Ratings”). However,
CRISIL Ratings 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 Ratings has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL Ratings from sources which it considers
reliable. However, CRISIL Ratings 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 Ratings, especially states that it has no financial liability whatsoever to
the subscribers/ users/ transmitters/ distributors of this Press Release. CRISIL Ratings or its associates may have other commercial transactions with the company/entity.

CRISIL Ratings Limited is a wholly owned subsidiary of CRISIL Limited.
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