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IDFC Limited  

December 31, 2018 

Summary of rating action  

Instrument 
Previous Rated  
Amount  
(Rs. crore) 

Current Rated 
 Amount 
(Rs. crore) 

Rating Action 

Commercial Paper Programme  1,500.00 500.00 [ICRA]A1+; reaffirmed 
Total  1,500.00 500.00  

Rationale  

The rating factors in IDFC Limited’s (IDFC) good standing and its strong financial flexibility, by virtue of being the main 

holding company of the IDFC Group. IDFC holds a 100% stake in IDFC Financial Holding Company Limited (IDFC FHCL), 

which, in turn, holds an equity stake in IDFC First Bank (rated [ICRA]AA+(Stable)/[ICRA]A1+), IDFC Asset Management 

Company Limited (IDFC AMC), IDFC Securities Limited and IDFC Infrastructure Finance Limited (IDFC IFL; rated 

[ICRA]AAA(Stable)/[ICRA]A1+).  

 

However, as part of its strategy, IDFC plans to divest its stakes in various subsidiaries. While it has already sold the 

business of IDFC Alternatives, it has signed a definitive agreement with National Investment and Infrastructure Fund II 

(NIIF II) for the sale of its majority stake in IDFC IFL. The good market value of the company’s holdings in IDFC First Bank1 

and the strategic holdings in the unlisted companies of the Group support IDFC’s liquidity profile. This, coupled with 

investments in mutual funds and cash and cash equivalents of around Rs. 500 crore as on September 30, 2018, provides 

liquidity cushion. The rating also factors in IDFC’s strong capitalisation levels with a net worth of Rs. 9,775.53 crore, on a 

standalone basis as on September 30, 2018, with nil borrowings. ICRA, however, takes note of the company’s 

dependence on dividend income from investee companies (mainly IDFC First Bank and IDFC AMC) as the primary source 

of income and thus the credit profile of these entities would have a key bearing on the ratings for IDFC.  
 

Outlook: Not applicable 
 

Key rating drivers  

Credit strengths 

Strong market position by virtue of being a key holding company of IDFC Bank – IDFC, through IDFC FHCL (100% 

subsidiary of IDFC), holds a significant stake  in IDFC First Bank (stake of ~40% in the merged entity of IDFC Bank and 

Capital First Limited). Apart from this, the company has 100% stake in IDFC AMC and IDFC Securities Limited. IDFC 

recently sold the businesses of IDFC Alternatives. It also entered into a definitive agreement with NIIF II for the sale of its 

majority stake (81.48% as on September 30, 2018) in IDFC IFL. The transaction is subject to regulatory approvals.  

 

  

                                                                 

1 IDFC currently has a stake of ~40% in IDFC First Bank; as per RBI guidelines, with IDFC being the promoter, it can only dilute its stake 

in IDFC First Bank to 20% in October 2020  
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Comfortable liquidity – The company has a comfortable liquidity profile given the investments in mutual funds and cash 

and cash equivalents of around Rs. 500 crore as on September 30, 2018, which provide liquidity cushion. IDFC also has 

holdings in various unlisted companies (IDFC IFL, IDFC AMC and IDFC Securities). The liquidity is expected to be further 

supported by the proceeds from the sale of its stake in IDFC IFL. While IDFC also has a shareholding of ~40% in the 

merged entity of IDFC First Bank, the stake in IDFC First Bank can, however, be diluted to 20% only in October 2020.  

Strong capitalisation and low gearing targets – On a standalone basis, IDFC had a strong net worth of Rs. 9,775.53 crore 

as on September 30, 2018 with nil borrowings. The strong current capitalisation and low gearing target, going forward, 

are credit positives. The capitalisation profile of the merged bank (IDFC First Bank) is expected to remain at a 

comfortable level without any capital requirement in the near to medium term. Hence, no equity infusion would be 

required from IDFC in the short to medium term. ICRA expects IDFC to maintain prudent capitalisation levels going 

forward, as well.  

Credit challenges 

Cash flows largely dependent on dividend income from investee companies – Dividend income from investee 

companies is the primary source of income for IDFC. With the sale of IDFC Alternatives, the agreement signed for IDFC 

IFL and the plans to hold its stake in IDFC AMC, IDFC’s cash flows would largely depend on the dividend income from 

IDFC First Bank and IDFC AMC. Thus, the credit profile of these subsidiaries would have a bearing on IDFC’s credit profile 

and hence rating.  

Liquidity position 

The company has a comfortable liquidity profile given the investments in mutual funds and cash and cash equivalents of 

around Rs. 500 crore as on September 30, 2018 and nil borrowings. 

Analytical approach 

Analytical Approach Comments 

Applicable Rating Methodologies 

ICRA’s Credit Rating Methodology for Non-Banking Finance 

Companies 

Rating Methodology for Holding Companies  

ICRA's Approach for Rating Commercial Papers  

Parent / Group Support Not applicable  

Consolidation / Standalone Standalone  

About the company 

In April 2014, IDFC Limited was granted in-principle approval by the Reserve Bank of India to set up a new private sector 

bank, as per the Guidelines for Licensing of New Banks in the Private Sector. Subsequently, a scheme of arrangement was 

filed with the Madras High Court for the demerger of a financial undertaking (the lending business of IDFC) to IDFC Bank. 

All the requisite approvals were obtained, and the Madras High Court approved the demerger by its order dated June 25, 

2015.  

IDFC Limited, currently registered as an NBFC-IC, holds a 100% stake in IDFC Non-operating Financial Holding Company 

(IDFC FHCL), which, in turn, holds equity in IDFC First Bank (merged entity of IDFC Bank and Capital First Limited), IDFC 

Alternatives Limited, IDFC Asset Management Company Limited, IDFC Securities Limited and IDFC Infrastructure Finance 

Limited. Being an NBFC-IC, IDFC has the flexibility to buy and sell capital market instruments, which provide an additional 

source of revenue. However, the company would only be involved in selective investment opportunities. 

https://www.icra.in/Rating/ShowMethodologyReport/?id=395&Title=Non-Banking%20Finance%20Companies&Report=NBFCs,%20Rating%20Methodology,%20April%202016.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=395&Title=Non-Banking%20Finance%20Companies&Report=NBFCs,%20Rating%20Methodology,%20April%202016.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=565
https://www.icra.in/Rating/ShowMethodologyReport/?id=415&Title=Icra’s%20Approach%20For%20Rating%20Commercial%20Papers&Report=Commercial%20Papers,%20Undated.pdf
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On a standalone basis, the company reported a profit after tax (PAT) of Rs. 148.43 crore in FY2018 compared with PAT of 

Rs. 55.75 crore in FY2017.  For H1 FY2019, the company reported PAT of Rs. 127.5 crore (as per IND AS). 

Key financial indicators - (standalone)  

For period ending FY2017 FY2018 H1 FY2018* H1 FY2019* 
Number of months 12 12 6 6 
Net interest income 104.9  170.7  160.5 109.9  
Profit before tax 78.9  161.5  156.6 136.9  
Profit after tax 55.8  148.4  150.3 127.5  
Net advances 24.8  29.2  20.2 314.1  
Total assets excluding revaluation reserves 9,878.5  9,785.1  9783.6 9,820.7  
         
Tier 1 % 67.07% 86.67% NA 83.43% 
% CRAR 67.07% 86.67% NA 83.43% 
         
% Net profit / Average total assets^ 0.6% 1.5% 3.1% 2.6% 
% Return on net worth^ 0.6% 1.5% 3.1% 2.6% 
     
% Gross NPAs NA NA NA NA 
% Net NPAs NA NA NA NA 
% Provision coverage excl. technical write-offs NA NA NA NA 
% Net NPA / Net worth NA NA NA NA 
Amount in Rs. crore; ^ Annualised; All ratios are as per ICRA calculations 

*As per IND AS 

Source: Company, ICRA research 

Status of non-cooperation with previous CRA: Not applicable 

Any other information: None 

Rating history for last three years  

Sr.  

No. 

Name of 

Instrument 

 

  Current Rating 

(FY2019) 

Chronology of Rating History for the Past 3 Years 

Type 
 

Rated  
Amount  
(Rs. 
crore) 
 

Amount 
Outstanding 
(Rs. crore) Dec-18 

FY2018 FY2017 FY2016 

Nov-17 Sep-17 Jul-17 Aug-16 - 

1 

Commercial 

Paper 

Programme  

Short 

Term 500.00 - [ICRA] A1+ 
[ICRA] 
A1+ 

[ICRA] 
A1+ 

[ICRA] 
A1+ 

[ICRA] 
A1+ 

- 

Complexity level of the rated instrument  

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 

http://www.icra.in/
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Annexure-1: Instrument details 

ISIN No Instrument Name 
Date of 
Issuance / 
Sanction 

Coupon Rate 
Maturity 
Date 

Amount 
Rated 
(Rs. crore) 

Current 
Rating 

NA 

 

Commercial Paper 

Programme 
NA NA 7-365 days 500.00 [ICRA]A1+ 

Source: IDFC 
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ANALYST CONTACTS 

Karthik Srinivasan 
+91 22 6114 3444 
karthiks@icraindia.com  

Manushree Saggar 
+91 124 4545 316 
manushrees@icraindia.com 

 
Neha Parikh  
+91 22 6114 3426 
 neha.parikh@icraindia.com 
 

 
Sandeep Sharma 
+91 22 6114 3472 
sandeep.sharma@icraindia.com 
 

RELATIONSHIP CONTACT 

L. Shivakumar 
+91 22 6114 3406 
shivakumar@icraindia.com 
 

 

 

MEDIA AND PUBLIC RELATIONS CONTACT 

Ms. Naznin Prodhani 
Tel: +91 124 4545 860 
communications@icraindia.com   

 

 

Helpline for business queries:  

+91-124-2866928 (open Monday to Friday, from 9:30 am to 6 pm) 

info@icraindia.com 

 

 

 

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  

  

mailto:karthiks@icraindia.com
mailto:manushrees@icraindia.com
mailto:%20neha.parikh@icraindia.com
mailto:sandeep.sharma@icraindia.com
mailto:shivakumar@icraindia.com
http://www.icra.in/
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ICRA Limited 

Corporate Office 
Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002 
Tel: +91 124 4545300 
Email: info@icraindia.com 
Website: www.icra.in 
 

Registered Office 
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001 
Tel: +91 11 23357940-50 
 

Branches  

Mumbai + (91 22) 24331046/53/62/74/86/87 

Chennai + (91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,  
Kolkata + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,  
Bangalore + (91 80) 2559 7401/4049 

Ahmedabad + (91 79) 2658 4924/5049/2008 

Hyderabad + (91 40) 2373 5061/7251 

Pune + (91 20) 2556 0194/ 6606 9999 
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