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CRISIL Ratings annual default rate low for two straight fiscals
K-shaped recovery evident in the default rates of investment® and sub-investment-grade ratings

The CRISIL Ratings annual default rate? stood at 2.2% for fiscal 2022, the second straight time it has been low after
2.0% in fiscal 2021. That's nearly half the 4.1% average of the past decade.

However, the default rate could increase going forward as pandemic-induced relief measures are withdrawn and
volatile input prices create cost pressure, especially for entities rated in the sub-investment-grade category.

Within categories, the default rate for investment-grade ratings declined last fiscal over fiscal 2021, while that for sub-
investment grade increased.

There are two factors behind the overall annual default rates staying low. First is the proactive relief measures
announced by the regulators and the government, especially the loan moratorium and emergency credit guaranteed
lines, which eased pressure on credit profiles and staved off defaults to a good extent.

Second is the rising proportion of companies rated by CRISIL Ratings in the investment-grade category. Of the close
to 7,000 cooperative issuers rated by CRISIL Ratings as of March 2022, 55% were in the investment-grade category
compared with ~24% in March 2016. This is primarily because of higher incidence of sub-investment-grade-rated
entities moving out of the rating coverage by either turning non-cooperative, or by seeking withdrawal given that
lenders have increased the threshold for minimum debt required to be rated by credit rating agencies.

The default rate in the investment grade is typically on the lower side (average 0.5% between fiscals 2011 and 2020).
It touched a decadal low of 0.03% last fiscal from an already low 0.17% in fiscal 2021.

This also reflects the robustness of surveillance mechanisms at CRISIL Ratings, including early warning frameworks
and vulnerability analyses.

However, for the sub-investment-grade category — dominated by MSMEs® — the annual default rate increased to
5.24% last fiscal from 3.90% in fiscal 2021 against 6.1% average between fiscals 2011 and 2020. Of the entities that
defaulted last fiscal, about 90% were MSMEs.

Says Somasekhar Vemuri, Senior Director, CRISIL Ratings, “Recent trends in the default rate reflect a K-
shaped recovery. The recovery has been faster and sharper for larger and mid-sized corporates, whereas
MSMEs have borne a disproportionate impact of the pandemic. Elevated level of stressed assets in the MSME
loan-books of banks and non-banks, and a large number of MSMESs availing of restructuring schemes are also
indicative of their stress. The default rate in the sub-investment-grade category would have been even higher
but for the relief measures.”

The increase in default rate in the sub-investment grade has not significantly impacted the overall default rate because
of their reducing proportion in the total rated portfolio over the years.

As the benefits of government relief measures recede and cost pressures rise due to volatile input prices, the CRISIL
Ratings’ annual default rates could see an uptick, especially in the sub-investment-grade category predominated by
MSMEs. However, the overall annual default rate continues to be cushioned by the skew in the rated portfolio mix
towards the more-resilient investment grade category.

1Entities rated in BBB category and above are investment-grade and conversely, those rated in BB category and below are sub-
investment grade.

2Default rate is defined as the proportion of total defaults in a particular year to total non-default long-term ratings outstanding at the
beginning of the year. Ratings that were outstanding at the beginning of the year but were withdrawn/suspended or turned non-
cooperative (excluding the ones that defaulted) during that year are excluded.

SEntities classified as micro, small and medium enterprises (MSME) with turnover of less than or equal to Rs 250 crore

Note: CRISIL Ratings also publishes its Default and Rating Transition Study on an annual basis. Archives for all the publications
starting 2004 are available on the website and can be accessed here: https://www.crisil.com/en/home/our-
analysis/publications/default-study.html



https://www.crisil.com/en/home/our-analysis/publications/default-study.html
https://www.crisil.com/en/home/our-analysis/publications/default-study.html

Annexure

Default rates driven by sub-investment grade
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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
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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