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Press Release 
August 20, 2019 | Mumbai 

 

ARC AUM tops Rs 1 lakh crore, but growth slows 
Regulatory changes increase capital intensity of ARC business model 

 
Assets under management (AUM) of asset reconstruction companies (ARCs), as measured by security receipts 
(SRs) outstanding, crossed the Rs 1 lakh crore mark as on March 31, 2019, up 7% from the previous year, a 
CRISIL estimate shows (refer Annexure 1). 
 
While the value of debt acquired remained range-bound at around Rs 40,000 crore, AUM growth, which was 25% 
in fiscal 2018, slowed on higher discount rate and increase in SR redemptions.  
 
For CRISIL-rated ARCs (accounting for ~75% of overall industry AUM), the cumulative SR redemption ratio1 
increased to ~15% as on March 31, 2019, from ~8% a year before (refer Annexure 2). While this increase has 
been driven primarily by resolution of a few large stressed accounts, write-offs have also partly contributed. 
 
Notably, regulatory changes in recent years have been aimed at increasing ARCs’ skin in the game and 
diversifying the potential investor base for stressed assets. In August 2014, the minimum investment requirement 
by ARCs for assets acquired was increased from 5% to 15%. Norms for investment in ARCs as well as SRs, 
including for foreign investors, were eased subsequently.  
 
But the real push came when the provisioning norms for the selling banks were changed, wherein their investment 
in SRs over 50% (effective April 1, 2017) led to higher provisioning requirement by banks. This limit is now at 10%, 
effective April 1, 2018. 
 
Says Krishnan Sitaraman, Senior Director, CRISIL Ratings, “With selling banks unwilling to invest more 
than 10% in most cases, the business model for ARCs has become more capital intensive, with a need to 
either put in their own funds, or bring in other investors. In such a scenario, quicker recoveries by ARCs 
becomes even more critical as it helps free the capital deployed by them to make way for newer 
acquisitions and also attract new and repeat investors.” 
 
More importantly, the year saw a structural shift, with a substantial jump in the cash share of the acquisition cost, 
resulting in sizeable investment by investor groups, apart from the selling institutions and ARCs. Cash as a portion 
of total acquisition cost for the fiscal 2019 was ~90%, which is a substantial pick up from 28% last fiscal.  
 
Says Subha Sri Narayanan, Director, CRISIL Ratings, “ARCs have been able to rope in external investors 
to subscribe to the SRs. In fact, in fiscal 2019, for CRISIL-rated ARCs, foreign banks, stressed assets funds 
and global pension funds, subscribed to ~60% of total SRs issued. Two years ago, this was negligible 
(refer Annexure 3).”  
 
Going ahead, given the increased requirement of capital, CRISIL believes the partnership model will be the way 
forward for ARCs. It could be via various routes – ranging from investment in ARCs themselves to investment in 
SRs to direct investments in stressed assets.  
 
Also, the stressed assets opportunity remains sizable, with gross non-performing assets of Indian banking industry 
at a whopping Rs 9.4 lakh crore as on March 31, 2019. However, ARCs’ ability to tap this opportunity and grow 
sustainably will hinge on their ability to collaborate with other investors and accelerate their pace of recoveries.   

                                                      
1 Calculated as cumulative SRs redeemed as of a particular date/ cumulative SRs issued as of the same date. 
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Annexures 
Annexure 1: Trend of AUM growth of ARCs 

 
 
 

Annexure 2: Trend of cumulative SR redemption ratio 

 
 
 
 
 
 

Annexure 3: Trend of investment proportion by different subscriber types in SRs 

 
 
Note: The above analysis is based on CRISIL-rated ARCs, which account for ~75% of the overall industry AUM 
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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. 
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