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Previous Rated Amount Current Rated Amount ) X
Instrument Rating Action
(Rs. crore) (Rs. crore)

Commercial Paper Programme

. . 2,000.00 - [ICRA]AL+; withdrawn
(for IPO Financing)
Commercial Paper Programme 1,000.00 1,000.00 [ICRA]JA1+; Outstanding
Total 3,000.00 1,000.00

Rating action

ICRA has withdrawn the rating of [ICRA]JA1+ (pronounced ICRA A one plus) assighed to the Rs. 2,000-crore! commercial
paper programme (for IPO financing) of Sharekhan BNP Paribas Financial Services Private Limited? (SBPFSL). ICRA has a
rating outstanding of [ICRA]JA1+ for the Rs. 1,000-crore commercial paper programme of SBPFSL.

Rationale

The rating favourably factors in the strong parentage of SBPFSL by virtue of being a step-down subsidiary of BNP Paribas
SA (BNPP, rated Aa3/Stable by Moody’s Investor Service) and its strategic importance to the immediate parent,
Sharekhan Limited (SKL, rated [ICRAJA1+) by virtue of being the lending arm for established broking operations. The
rating also takes into account the Group’s extensive experience in the equity broking business, well-established retail
franchise, strong online broking model, adequate capitalisation levels and experienced senior management team. While
assigning the rating, ICRA has taken note of the company’s limited experience in the lending business, the risks inherent
in the asset class given the dependence on capital markets and volatility in the Group’s primary business of equity
broking, which is prone to cyclical downturns. However, the Group’s extensive experience and track record of profitable
operations provides comfort. Going forward, SBPFSL’s rating would be linked to SKL's operational performance and
would remain sensitive to its ability to maintain its standalone asset quality and profitability metrics.

Key rating drivers

Credit strengths

Strong parentage with strategic importance to parent — SBPFSL is a wholly-owned subsidiary of Sharekhan Limited (SKL,
rated [ICRAJA1+) which, in turn, is a wholly-owned subsidiary of BNP Paribas SA (BNPP, rated Aa3/Stable by Moody’s
Investor Service). The company operates the lending arm of an established broking business, providing margin funding
and loans against securities to SKL’s existing clients. SBPFSL enjoys significant operational leverage, in terms of shared
infrastructure and risk management systems, besides ready access to SKL’s client network. SBPFSL has a shared senior
management team along with board-level supervision by the parent.

1100 lakh = 1 crore = 10 million
2 For complete rating scale and definitions, please refer to ICRA's website (wWww.icra.in) or other ICRA rating publications
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Sharing of strong franchisee and online network supports operating margins - SKL has a well-established franchise in
the retail segment, catering to over 1.6 million clients through its wide network of 155 branches and 2,751 franchisees,
along with a strong online broking model. SBPFSL’s client acquisition costs are, thus, lower, which support its operating
margins.

Adequate capitalisation levels for current scale of operations - The company remained adequately capitalised, as on
March 31, 2018, with a net worth of Rs. 493 crore and a CRAR of 61.05%. The average tenure of SBPFSL’s loans is less
than a year and, hence, it is financed through commercial papers.

Strong risk management, internal control and back-end systems - The company has an independent risk management
function. The purpose of the risk management team is to oversee the implementation of the company's risk-taking
strategy and ensure adherence to its policies across businesses. While engaged in margin funding, loan against shares
(LAS) and employee stock option (ESOP) funds, SBPFSL provides funding of up to 50% of the shares pledged as collateral
by the client with the price of the underlying being monitored daily. In case of margin shortfalls, clients are requested to
fund the difference or square off their position timelines for this.

Credit challenges

Business linked to inherently volatile capital markets - The company remains vulnerable to the risk of erosion of
security value inherent in the asset class, given the dependence on capital markets and volatility in the Group’s primary
business of equity broking, which is prone to cyclical downturns. ICRA notes that any downturn in the capital markets
may impact the company’s financial performance.

Limited track record in retail asset financing business - The company had a small loan portfolio of Rs. 657 crore as on
March 31, 2018, predominantly comprising margin funding and LAS. The Group intends to significantly grow its loan
portfolio over the medium term by entering new asset segments and expanding its portfolio more rapidly in existing
segments. However, ability to maintain strong asset quality and profitability in the retail asset financing business,
especially in non-capital market related businesses, is yet to be demonstrated and remains a monitorable.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below.

Links to applicable criteria:
ICRA’s Credit Rating Methodology for Non-Banking Finance Companies

About the company

Sharekhan BNP Paribas Financial Services Private Limited

Sharekhan BNP Paribas Financial Services Private Limited (SBPFSL) is a wholly-owned subsidiary of Sharekhan Limited and
is registered with the Reserve Bank of India (RBI) as a non-banking financial company (NBFC). The company provides
advance loans/finances to retail clients of the Group under various schemes normally known as loan against shares,
initial public offer (IPO), further public offer, rights issue, new fund offer, ESOP/employee stock purchase schemes
(ESPS), issuance of bonds and other financial products. SBPFSL is also registered with the Insurance Regulatory and
Development Authority of India (IRDAI) as a corporate agent - life.
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Sharekhan Limited

Incorporated in 1995, Sharekhan Limited (SKL) is a security broking service provider registered with the Securities and

Exchange Board of India (SEBI). The company’s main business activity is retail share broking with a small presence in

portfolio management services, arbitrage trading and the distribution of mutual fund products. The company became a
wholly-owned subsidiary of BNP Paribas SA (BNPP, rated Aa3 by Moody’s Investor Services), a leading bank in Europe, in

FY2017.

Key financial indicators

In Rs. crore FY2017
Total income 37
Profit after tax 15
Net worth 469
Total managed portfolio 219
Total managed assets 746
Return on managed assets  2.94%
Return on equity 4.96%
Gearing (times) 0.58
Gross NPA 0.00%
Net NPA 0.00%
Capital adequacy ratio 142.83%

FY2018

89
24
493
657
691
3.38%
5.05%
0.37
0.00%
0.00%

61.05%

All ratios as per ICRA calculations

Status of non-cooperation with previous CRA: Not applicable

Any other information: None

Rating history for last three years:

Current Rating (FY2019)
Amount Amount
Rated Outstanding
Instrument Type (Rs. crore) (Rs crore)
Commercial Paper
Programme (IPO Short
1 financing) Term - -

Short
2 Commercial Paper Term

1,000

Complexity level of the rated instrument:

Oct-18

[ICRAJAL+;
withdrawn
[ICRA]JAL+;
Outstanding

Chronology of Rating History for the past 3

years
FY2019

Jul-18

[ICRAJAL+;
assigned
[ICRAJAL+
Outstanding

FY2018

May-18 May-17

[ICRAJAL+ [ICRAJAL+;
Reaffirmed Assigned

FY2017

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The

classification of instruments according to their complexity levels is available on the website www.icra.in
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Annexure-1: Instrument Details

Date of Amount

Issuance / Maturity Rated Current Rating
ISIN No Instrument Name  Sanction Coupon Rate Date (Rs. crore) and Outlook
NA Commercial Paper NA NA 7-365 days 1,000.00 [ICRAJAL+
Source: Company
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit
Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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