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Update on Indian Securitisation Market 
 
 
 
 

Overall market volumes at an all-time high after 34% y-o-y growth; 
PSLCs and IFRS 9 implementation could however hamper growth in FY2018  
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1 Executive Summary 

The Indian securitisation market registered healthy growth for a second consecutive year as pass through certificates (PTCs) issuance volume soared to Rs. 

43,000 crore in FY2017, compared to Rs. 25,000 crore in FY2016.  This growth of 72% year on year (y-o-y) was mainly driven by the enormous appetite of 

(existing and new) banks for priority sector qualifying assets; however, the year also saw a substantial increase in securitisation of non-priority sector assets. 

Direct Assignment (D.A.) transactions /bilateral retail loan pool assignments volume increased by 12% compared with FY2016 to around Rs. 47,000 crore, as per 

ICRA estimates. Thus, the total retail loan sell down volume is estimated to be around Rs. 90,000 crore - this is the highest volume seen for a single year in India.  

The overall market growth was primarily driven by the increase in PTC issuance volumes. The last two years have seen the PTC market grow on the back of 

regulatory developments such as the revised Priority Sector Lending (PSL) guidelines which decreed banks to achieve various sub-targets within the overall PSL 

target and also progressively increased the PSL target for foreign banks. The year saw a growing number of non-banking finance companies (NBFCs) investing in 

PTCs primarily due to the higher yields attached to those instruments. The PTC market has also benefitted from a growing investor base as a number of asset 

management companies (AMCs) restarted investments in securitisation transactions in FY2017. AMCs had earlier abstained from investing in securitised papers 

on account of tax-related concerns which have been subsequently resolved. Of the three major investor categories, namely banks, NBFCs and AMCs, the latter 

two made up the bulk of the investments in non-PSL securitisation.  

ICRA rated the first securitisation transaction backed by trade receivables in March 2017. This is a landmark transaction in the context of today’s securitisation 

market as this a new asset class in the securitisation space, and the transaction was originated by a bank. Banks had been active Originators in the past but in 

recent years all originations have been by NBFCs. Banks returning to the securitisation market as Originators is a positive development for the market.  

In terms of asset classes, mortgage loans - housing loans and loan against property (LAP) – made up for around 48% of the total sell-down volumes (D.A. and 

PTC route taken together). The total volume for this asset class was around Rs. 42,500 crore, out of which 66% comprised of housing loans and the remaining 

34% being LAP. Vehicle loans followed mortgages as the most securitised asset class with commercial vehicles leading the way followed by construction 

equipment and auto loans. These asset classes together accounted for 36% of the total sell-down volumes. Small business loans (SME/MSME), individual 

business loans, tractor loans, trade receivables and two wheelers were the other asset classes and made up for approximately 5% of the total market volumes. 

For PTCs, vehicle loans contributed to 62% of issuance volumes. The growth witnessed in the securitisation volumes was driven by a sharp increase in the 

quantum of securitisation of vehicle loans. Housing loans and LAP also saw a multi-fold rise in securitisation volumes this year contributing to 13% of the total 

PTC issuances. 

The other asset class that accounted for nearly Rs. 10,000 crore (~11%) of the total sell-down volumes was microfinance loans. A bulk of the activity for this 

asset class was in H1FY2017. Securitisation of micro loans was severely impacted by the demonetisation event that occurred in November 2016. The cash 

intensive nature of microfinance lending led to asset quality pressures for this asset class as unavailability of legal tender led to a decline in the collection 

efficiencies of most of the MFIs immediately after demonetisation. While most MFIs had shown an improving trend of collection efficiencies in the following 

months, investors preferred to adopt a wait and watch approach for this asset class thus impacting volumes in H2FY2017. ICRA believes that volumes for this 

asset class, and the overall market in general, would have been substantially higher had it not been for the occurrence of the demonetisation event. 
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Another development that impacted securitisation and assignment volumes in FY2017 was the growing acceptance of priority sector lending certificates 

(PSLCs). The Reserve Bank of India (RBI) had introduced PSLCs as an alternative mode of meeting PSL requirements of banks. Based on ICRA’s discussions with 

market participants, the PSLC market is estimated to be around Rs. 50,000 crore as on March 31, 2017. PSLCs offer several benefits to the buying banks, the 

biggest of which is that there is no risk transfer in these transactions. However, PSLCs are short term instruments and banks need to re-subscribe to PSLCs on an 

on-going basis as compared to PTCs where the tenure ranges from 2 to 20+ years during which the PSL benefit can be attained. 

In summary, FY2017 turned out to be a good year for the Indian securitisation market in terms of overall growth in market volumes. ICRA believes there could 

be a few constraints for continuation of the market growth trajectory in FY2018.The key factors mentioned below could have an impact on volumes going 

forward: 

Positives: 
1. Banks returning as Originators augurs well for the development of the securitisation market 

2. The positive ruling of the Income Tax Appellate Tribunal in February 2017 regarding the legacy tax issues on securitisation trusts should encourage all 

AMCs to view securitisation as investible instruments 

3. The decision of the Securities and Exchange Board of India (SEBI) to allow foreign portfolio investments in securitisation transactions and the further 

clarity provided in terms of allowing investments in short tenure papers (instruments less than three years maturity) should help expand the investor 

base further 

Negatives: 
1. The growing comfort around PSLCs could impact securitisation volumes, given that around 75 per cent of the total sell-down volumes continue to be 

from PSL assets 

2. The change in accounting standards and adoption of IFRS 9, specifically related to the de-recognition of securitised assets, may have an impact on 

volumes, as the incentive for the Originator to securitise would reduce if capital requirements for Originators were to increase 
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Subscribe to the full report for the following and more: 
 

1 Executive Summary 

2 Indian Securitisation Market 

a. Trends in securitisation volumes and key products getting securitised 

b. PSL motive behind transactions and update on non-PSL securitisation  

c. Volumes of Direct Assignment transactions over the years 

d. Discussion on structures gaining prominence including credit tranching trends 

e. Trend in securitisation volumes across quarters 

f. Discussion on rating levels gaining prominence 

3 Asset-Backed Securitisation 

a. Trends in ABS securitisation volumes 

b. Trend in growth of originator base 

c. Discussion on key asset classes dominating the ABS space 

d. Discussion on micro loan securitisation trend 

4 Residential Mortgage-Backed Securitisation 

5 Update on Key Regulatory Changes Impacting Securitisation 

a. PSL Certificates – volumes and trends 

b. Income Tax Appellate Tribunal order for earlier cases against securitisation trusts (Feb 2017) 

c. FPIs can invest in securitisation transactions with tenures less than three years (Feb 2017) 

d. Applicability of IFRS 9 from FY2019; repercussions on the Indian securitisation market 

6 Summary and Outlook for FY2018 
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Graphs and tables included 

 

a. Trend in rated securitisation/assignment (number) 

b. Trend in rated securitisation/assignment (value) 

c. Table - Trend in securitisation Issuances (excluding rated bilateral assignments) 

d. Trend in aggregate securitisation and Direct Assignment issuance (total sell-down) volume 

e. Asset class wise trends in total sell-down volumes 

f. Table- Trend in Direct Assignment in recent years 

g. Share of par/ premium structure in transactions  

h. Distribution of transactions based on number of tranches  

i. Year-wise quarterly trend in issuances 

j. Trend in ratings for senior instruments (by number) 

k. Trend in ratings for senior instruments (by volume) 

l. Trend in ratings for junior/ mezzanine instruments (by number) 

m. Issuance Volumes in Indian ABS Market 

n. Number of Originators- retail loan securitisation 

o. Asset Class-wise volumes of ABS Pools- FY2017 and FY2016 

p. Table – Asset class wise proportion of ABS volumes 

q. Trend in micro loan transactions 

r. Quarter wise volumes of MFI transactions 

s. Issuance Volumes in Indian RMBS Market 

t. PSL standing of public and private sector banks as of 31st March, 2016 
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