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Rating Rationale
November 30, 2022 | Mumbai

Piramal Capital & Housing Finance Limited
Rating Reaffirmed

 
Rating Action

Rs.5000 Crore Commercial Paper CRISIL A1+ (Reaffirmed)
Note: None of the Directors on CRISIL Ratings Limited’s Board are members of rating committee and thus do not participate in discussion or assignment of any
ratings. The Board of Directors also does not discuss any ratings at its meetings.
1 crore = 10 million
Refer to Annexure for Details of Instruments & Bank Facilities

Detailed Rationale
CRISIL Ratings has reaffirmed its ‘CRISIL A1+’ rating to the commercial paper programme of Piramal Capital & Housing
Finance Limited (PCHFL; erstwhile Dewan Housing Finance Corporation Limited (DHFL)). PCHFL is a housing finance
company whose parent entity is Piramal Enterprises Limited (PEL), an NBFC. The consolidated financial services business
of PEL and PCHFL is referred to as PEL group.
 
The rating factors in the strong consolidated capitalisation profile of PEL group and dominant presence within the wholesale
lending space, especially the real estate market. CRISIL Ratings has also noted the fact that the company is increasing its
share of retail loans in the consolidated AUM. Post the acquisition of erstwhile DHFL, PEL group substantially expanded into
the housing loans segment. Over the last year, the group has also ventured into other asset segments like secured and
unsecured MSME, personal loans, used vehicle loans, microfinance, amongst others. CRISIL Ratings has also noted that
the company has on a consolidated basis replaced its shorter tenure debt with longer debt thus improving the asset liability
maturity profile through the year. Further, the liquidity of the group has also improved.

Analytical Approach
For arriving at the ratings of the company CRISIL Ratings has taken a consolidated approach by combining the business
and financial risk profile of Piramal Enterprises Limited (PEL) an NBFC and its 100% HFC subsidiary PCHFL. Together they
are referred to as PEL group.
 
Please refer Annexure - List of entities consolidated, which captures the list of entities considered and their analytical treatment of consolidation.

Key Rating Drivers & Detailed Description
Strengths:

Strong capitalisation profile with additional levers of financial flexibility
PEL group, has strong capitalisation backed by networth of 27,472 crore as on September 30, 2022 and a gearing of
1.76 times. The group has raised about Rs 18,500 crore in fiscal 2020 and fiscal 2021 from sale of stake in various
business, through rights issue and preferential allotment of CCDs. The funds raised have been used for deleveraging the
balance sheet. Further the entire pharma business has been carved out and a separate entity Piramal Pharma Limited
(PPL) has been formed. The capital adequacy ratio of Overall PEL FS business as on September 30, 2022 stood at 23%
(post-merger of PHL Fininvest Private Limited).

 
Further, CRISIL Ratings notes that PEL enjoys additional financial flexibility through various means. These include their
stake in Shriram group, potential upside from collections in the retail POCI (Purchased or Originated Credit Impaired)
book of erstwhile DHFL and deferred tax related benefits, amongst others. Consequently, the overall networth is likely to
have sufficient buffers to absorb potential provisioning, if any, similar to the impairment taken in the second quarter of
fiscal 2023. While PEL intends to grow the retail book rapidly over the next 1-2 years, the gearing is expected to remain
below 4 times over the near team.

 
Established market position in real estate financing backed by promoter group experience
PEL on a consolidated basis has a healthy market position in the real estate financing space, having significantly scaled
up over the past few years. It also benefits from the presence of the group across related segments. The overall loan
book for PEL group was Rs 63,780 crore of which Rs 38,908 crore comprised wholesale book (87% being real estate
funding).
 
The group has longstanding experience in real estate covering project development, third-party private equity fund
management and broking, distribution and market research. The third-party funds managed by the Piramal group
through Piramal Fund Management Private Limited (PFMPL; erstwhile Indiareit Fund) were started more than a decade
ago. Brickex, a division of PFMPL, is one of the largest distributors in the real estate market with around 10,500
empanelled partners/ brokers.
 
Inline with the revised 5year strategy, PEL group intends to increase its share of retail loans and keep wholesale book at
30-40% of overall loan book. In the first phase, PEL is focused on effective management of the existing book. Since
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March 2019, the wholesale book has reduced by over 25% along with significant reduction in single borrower
concentration. PEL group is expected to continue to reduce the size of wholesale book over the near term. Subsequently,
it will look at fresh originations with focus on cash-flow backed assets and higher quality developers.

 
Weaknesses:

Impact on asset quality from sectoral concentration and acquired loan book to be assessed
The lending business of the Piramal group in the past had a primary focus on real estate credit, resulting in high industry
concentration and sizeable single-borrower exposures. The exposure to top 20 accounts in the wholesale group
exposures accounted about 29% of the wholesale loan book. While the reported GNPA for the overall loan book as on
September 30, 2022 was 3.7%, the GS3 of the wholesale book of PEL financial services business was higher at around
4.7% while for that of the retail book of PEL financial service business (excluding the POCI book of DHFL) was around
1.5% as on September 30, 2022. In Q2 of fiscal 2023 the company has proactively identified potentially stressed assets
of Rs 5888 crore and moved the same to stage 2. The same amount to ~15% of the wholesale loan book. Incremental
slippages from stage 2 assets to stage 3 in the near term will remain a key monitorable.

 
Further, the management has taken steps in order to reduce concentration risk in the portfolio with focus on growing the
individual housing loans portfolio along with other retail loans. However, historically asset quality metrics were supported
by the ability to get timely repayments/pre-payments/exits via refinancing.

 
In terms of the POCI book of DHFL, CRISIL Ratings understands that it has been taken at fair value basis after
considering the existing NPA in the book and there has been sufficient buffer created in the valuation to absorb existing
NPA accounts. Any material impact from either the existing acquired book or any significant deterioration in the collection
efficiency will be a key monitorable and rating sensitivity factor.

 
Impact on profitability linked to wholesale book performance and foray into newer asset classes to be a
monitorable
In first half of fiscal 2023, PEL on a consolidated basis (excluding gain or loss from exceptional items and income from
associates and JV’s) reported a loss before tax of Rs 2316.9 crore as against profit of Rs 1627.5 crore for full fiscal 2022.
The loss is primarily due to provisions and changes in fair value done to the tune of Rs 3443 crore. The increased
provisions are due to movement of wholesale assets of ~Rs 5888 crore from stage 1 to stage 2, the same was done as a
proactive measure taken by the company.

 
However, CRISIL Ratings notes that the gross stage 3 (GS3) provisioning cover for PEL on a consolidated basis was at
67% as on September 30, 2022 which increased from 40% in March 2020 on account of conservative additional
provisioning buffers. The overall loan provisions (GS1, GS2 and GS3) as on September 30, 2022 was Rs 5,491 crore
which was ~8.6% of AUM. Specifically on wholesale book, the GS2 provisioning cover is 33% while GS3 over is 74%.

 
Any incremental unexpected slippages may put more pressure on the earnings profile and remains a key monitorable.

 
PEL group also intends to increase its share of retail loans to 60-70% of loan book as part of its 5 year strategy. As on
September 30, 2022, Rs 24,871 crore was the retail loan book, predominantly comprising of housing loans from the
erstwhile DHFL book. The group has forayed into various other asset classes including secured and unsecured MSME,
personal loans, used car loans, digital supply chain finance and microfinance, amongst others. This has entailed a sharp
increase in operating expenditure. Cost of Income has increased to ~55% in Q2 of fiscal 2023 from ~36% for fiscal 2022.

 
With the change in the portfolio mix and expected increase in the proportion of retail assets in the medium term, the
impact on the interest margins is yet to be assessed. Further owing to the underlying risk within the wholesale book
higher provisioning requirement could adversely impact the earnings profile of the company. With the increasing share of
retail book within the overall loan book, the operating expenses may inch up atleast in the medium term.  Any material
change in the earnings profile of the company due to change in portfolio mix or due to impact of the asset quality of the
wholesale portfolio is a key monitorable.

 
Improved liability profile; however, incremental fund raising at optimal rates is a monitorable
On a consolidated basis, the resource profile for PEL is well diversified across instruments with bank and FIs loans
(including ECBs) constituting around 24%, NCDs are around 68%, CP’s are about 6% and balance 2% through other
sources.

 
The management has been taking steps to improve the resource mix and asset liability maturity profile through
increasing long-term funding sources. As part of acquisition deal for DHFL, PCHFL had issued non-convertible
debentures of Rs 19,550 crore at 6.75% with a repayment period of 10 years to the lenders. However, excluding the
funds raised for DHFL acquisition, PEL has raised about Rs 3,660 crore in the current fiscal. The cost of funds was high
for PEL historically, which has been coming down, however, the ability of the company to raise long tenure funds at
competitive costs remains a key monitorable as they further diversify into retail business.

Liquidity: Strong
Analysis of PEL’s asset liability maturity profile as on September 30, 2022 shows no negative cumulative mismatches in the
upto 1 year bucket. On a consolidated basis PEL’s liquidity is adequate and the company improved the long term
borrowings mix. As on September 30, 2022, PEL on a consolidated basis had a free liquidity of Rs 7,897 crore including
cash and equivalents and unutilised sanctioned working capital bank lines. Against the same, PEL had debt repayments of
Rs 4,666 crore in the next three months till end December 2022, thereby having a liquidity cover of 1.69 times for three
months. The future steps taken by management to further improve its borrowing mix and asset liability maturity profile will be
key and critical monitorable.
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Rating Sensitivity factors
Downward factors:

Significant deterioration in asset quality metrics
Material impact in the profitability metrics
Inability to raise long term funds at competitive costs to diversify the borrowing profile
Gearing metrics (based on gross external debt) increasing beyond 6 times with the current portfolio mix

About the Company
PCHFL was incorporated in February 2017. The entity was formed as a 100% subsidiary of Piramal Finance Ltd (PFL). PFL,
itself, was a wholly-owned subsidiary of Piramal Enterprises Ltd. Till 2016, the financing portfolio was booked in PEL with
limited operations in PFL. In fiscal 2017, following a business restructuring, Rs 13,706 crore of assets and Rs 12,575 crores
of liabilities were transferred to PFL from PEL.
 
In August 2017, PCHFL received a certificate for commencement of housing finance business from National Housing Bank
(NHB). Subsequently, the Board of Piramal Enterprises Ltd (PEL), the parent of PFL, approved a scheme of amalgamation
of PFL and Piramal Capital Ltd (PCL) into PCHFL. PCL was a subsidiary of PEL and had limited operations. The merger
process was completed in July 2018 with effect from March 31, 2018. Post the merger PCHFL became a wholly owned
subsidiary of PEL.
 
Further, as per the resolution plan approved by the NCLT, the existing liabilities of DHFL were discharged by erstwhile
PCHFL and a consideration of Rs. 34,250 crore (comprising upfront cash of Rs. 14,700 crore and issuance of debt
instruments of Rs. 19,550 crore) was paid to DHFL’s creditors. The erstwhile PCHFL was reverse merged with DHFL with
effect from September 30, 2021, and the amalgamated entity (DHFL) was renamed as Piramal Capital & Housing Finance
Limited.
 
In 2022, the group has undergone restructuring with the pharma business within PEL being carved out into a new entity
PPL. Further PHL Fininvest Limited got merged into PEL, thus PEL is now an NBFC with PCHFL as its 100% subsidiary.

Key Financial Indicators - Piramal Capital & Housing Finance Limited – Standalone
As on/for the year ended Unit Sept-22* Mar-22
Total Assets Rs Cr 73,406 79,702
Total income Rs Cr 2,301 6,105
Profit after tax Rs Cr -1242 536
Gross NPA / GS 3 % 3.25 3.25
Gearing (Gross) Times 2.01 2.27
Return on assets % -3.25 0.67

*annualised
 
Key Financial Indicators - Consolidated

As on/for the year ended Unit Sept-22* Mar-22
Total Assets Rs Cr 80,389 99,873
Total income Rs Cr 4077 7911
Profit after tax Rs Cr 6619 1999
Gross NPA / GS 3 % 3.7 3.4
Gearing (Gross) Times 2.4 2.7
Return on assets % 15 1.3

*annualised

Any other information: Not applicable

Note on complexity levels of the rated instrument:
CRISIL Ratings` complexity levels are assigned to various types of financial instruments and are included (where
applicable) in the ‘Annexure – Details of Instrument’ in this Rating Rationale.

CRISIL Ratings will disclose complexity level for all securities – including those that are yet to be placed - based on
available information. The complexity level for instruments may be updated, where required, in the rating rationale
published subsequent to the issuance of the instrument when details on such features are available.

For more details on the CRISIL Ratings` complexity levels please visit www.crisil.com/complexity-levels. Users may also
call the Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)

ISIN Name of instrument Date of
allotment

Coupon
rate (%)

Maturity
date

Issue size
(Rs crore)

Complexity
Level

Rating
outstanding
With Outlook

NA Commercial Paper NA NA 7-365 days 5000 Simple CRISIL A1+
 
Annexure – List of entities consolidated

Names of Entities Consolidated Extent of Consolidation Rationale for Consolidation
Piramal Enterprises Limited Full Parent
Piramal Capital & Housing Finance Limited Full Subsidiary

http://www.crisil.com/complexity-levels
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Annexure - Rating History for last 3 Years

 Current 2022 (History) 2021 2020 2019 Start of
2019

Instrument Type Outstanding
Amount Rating Date Rating Date Rating Date Rating Date Rating Rating

Commercial
Paper ST 5000.0 CRISIL

A1+  -- 01-12-21 CRISIL
A1+ 19-06-20 CRISIL D 05-06-19 CRISIL D CRISIL

A1+

   --  -- 14-10-21 Withdrawn  -- 11-05-19
CRISIL

A4+/Watch
Negative

--

   --  -- 29-06-21 CRISIL D  -- 17-04-19
CRISIL

A3+/Watch
Negative

--

   --  --  --  -- 23-03-19
CRISIL

A2+/Watch
Negative

--

   --  --  --  -- 27-02-19
CRISIL

A1/Watch
Negative

--

   --  --  --  -- 02-02-19
CRISIL

A1+/Watch
Negative

--

Short Term
Deposit ST  --  --  --  -- 23-03-19 Withdrawn CRISIL

A1+

   --  --  --  -- 27-02-19
CRISIL

A1/Watch
Negative

--

   --  --  --  -- 02-02-19
CRISIL

A1+/Watch
Negative

--

All amounts are in Rs.Cr.
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Note for Media:
This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

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 ratings for 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: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

CRISIL PRIVACY NOTICE
 
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 disclaimer is part of and applies to each credit ra�ng report and/or credit ra�ng ra�onale (‘report’) that is provided by
CRISIL Ra�ngs Limited (‘CRISIL Ra�ngs’). To avoid doubt, the term ‘report’ includes the informa�on, ra�ngs and other content
forming part of the report. The report is intended for the jurisdic�on of India only. This report does not cons�tute an offer of
services. Without limi�ng the generality of the foregoing, nothing in the report is to be construed as CRISIL Ra�ngs providing
or intending to provide any services in jurisdic�ons where CRISIL Ra�ngs does not have the necessary licenses and/or
registra�on to carry out its business ac�vi�es referred to above. Access or use of this report does not create a client
rela�onship between CRISIL Ra�ngs and the user.

We are not aware that any user intends to rely on the report or of the manner in which a user intends to use the report. In
preparing our report we have not taken into considera�on the objec�ves or par�cular needs of any par�cular user. It is made
abundantly clear that the report is not intended to and does not cons�tute an investment advice. The report is not an offer to
sell or an offer to purchase or subscribe for any investment in any securi�es, instruments, facili�es or solicita�on of any kind to
enter into any deal or transac�on with the en�ty to which the report pertains. The report should not be the sole or primary
basis for any investment decision within the meaning of any law or regula�on (including the laws and regula�ons applicable in
the US).

Ra�ngs from CRISIL Ra�ngs are statements of opinion as of the date they are expressed and not statements of fact or
recommenda�ons to purchase, hold or sell any securi�es/instruments or to make any investment decisions. Any opinions
expressed here are in good faith, are subject to change without no�ce, and are only current as of the stated date of their
issue. CRISIL Ra�ngs assumes no obliga�on to update its opinions following publica�on in any form or format although CRISIL
Ra�ngs may disseminate its opinions and analysis. The ra�ng contained in the report is not a subs�tute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment or other business
decisions. The recipients of the report should rely on their own judgment and take their own professional advice before ac�ng
on the report in any way. CRISIL Ra�ngs or its associates may have other commercial transac�ons with the en�ty to which the
report pertains.

http://www.crisilratings.com/
http://www.crisil.com/
https://twitter.com/CRISILLimited
http://www.linkedin.com/company/crisil
https://www.youtube.com/user/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.crisil.com/en/home/crisil-privacy-notice.html
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Neither CRISIL Ra�ngs nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
agents (collec�vely, ‘CRISIL Ra�ngs Par�es’) guarantee the accuracy, completeness or adequacy of the report, and no CRISIL
Ra�ngs Party shall have any liability for any errors, omissions or interrup�ons therein, regardless of the cause, or for the
results obtained from the use of any part of the report. EACH CRISIL RATINGS PARTY DISCLAIMS ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE. In no event shall any CRISIL Ra�ngs Party be liable to any party for any direct, indirect,
incidental, exemplary, compensatory, puni�ve, special or consequen�al damages, costs, expenses, legal fees or losses
(including, without limita�on, lost income or lost profits and opportunity costs) in connec�on with any use of any part of the
report even if advised of the possibility of such damages.

CRISIL Ra�ngs may receive compensa�on for its ra�ngs and certain credit-related analyses, normally from issuers or
underwriters of the instruments, facili�es, securi�es or from obligors. Public ra�ngs and analysis by CRISIL Ra�ngs, as are
required to be disclosed under the regula�ons of the Securi�es and Exchange Board of India (and other applicable regula�ons,
if any), are made available on its website, www.crisilra�ngs.com (free of charge). Reports with more detail and addi�onal
informa�on may be available for subscrip�on at a fee – more details about ra�ngs by CRISIL Ra�ngs are available here:
www.crisilra�ngs.com.

CRISIL Ra�ngs and its affiliates do not act as a fiduciary. While CRISIL Ra�ngs has obtained informa�on from sources it believes
to be reliable, CRISIL Ra�ngs does not perform an audit and undertakes no duty of due diligence or independent verifica�on of
any informa�on it receives and/or relies on in its reports. CRISIL Ra�ngs has established policies and procedures to maintain
the confiden�ality of certain non-public informa�on received in connec�on with each analy�cal process. CRISIL Ra�ngs has in
place a ra�ngs code of conduct and policies for managing conflict of interest. For details please refer to:
h�ps://www.crisil.com/en/home/our-businesses/ra�ngs/regulatory-disclosures/highlighted-policies.html.

Ra�ng criteria by CRISIL Ra�ngs are generally available without charge to the public on the CRISIL Ra�ngs public website,
www.crisilra�ngs.com. For latest ra�ng informa�on on any instrument of any company rated by CRISIL Ra�ngs, you may
contact the CRISIL Ra�ngs desk at crisilra�ngdesk@crisil.com, or at (0091) 1800 267 1301.

This report should not be reproduced or redistributed to any other person or in any form without prior wri�en consent from
CRISIL Ra�ngs.

All rights reserved @ CRISIL Ra�ngs Limited. CRISIL Ra�ngs is a wholly owned subsidiary of CRISIL Limited.
 

 

CRISIL Ratings uses the prefix ‘PP-MLD’ for the ratings of principal-protected market-linked debentures (PPMLD) with effect
from November 1, 2011, to comply with the SEBI circular, "Guidelines for Issue and Listing of Structured Products/Market Linked

Debentures". The revision in rating symbols for PPMLDs should not be construed as a change in the rating of the subject
instrument. For details on CRISIL Ratings' use of 'PP-MLD' please refer to the notes to Rating scale for Debt Instruments and

Structured Finance Instruments at the following link: h�ps://www.crisil.com/en/home/our-businesses/ra�ngs/credit-ra�ngs-scale.html
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