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Rating companies across the
world are reassessing busi-
néss tiodels to restore their
credibiijty: that may have
dented’ #fter the subprime
mess in 2008. However, firms
aperating in this space in In-
diaarerelatively morerobust
ag the country was by and
large insulated from the glob-
al financial tsunami. India
hasalways been moreconser-
vative when it comes to rat-
ing of structured products
'hat ereated problems in the
; t, says D R Dogra, MD &
w180 at Credit Analysis & Re-
séarch Ltd, afirm engaged in
rating corporate equity and
debt instruments.

“Thete is a lot io learn from
any -crisis as it helps us re-
evaluate’ owl systems and
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" system?

processes. Following the
global financial meltdown,
rating agencies giobally have
tenided to be a bit more strin-
gent with their ratings and at
the sovereipgn level we have
seenratingsloweredforsome
couniries”,

So, how does he perceive
credit rating companies in
India? Has CARI become
more stringent in its rating
"We have always
been stringent with ratings
as we believe that inour busi-
ness the biggest differentiat-
ing facior is credibilily The
market is fast expanding and
with growing competition,
any agency has toensure that
the industry views the raling
as being credible. Some may
say that the Indian agencies
have been a bit conservative,
but to my mind, that is better
than being extravagani. The
fact that we have a rnulti-
stage rating process — start-
ing from the analyst to the
ratings head tc the intarnal
ratings committee to the ¢x-
ternal rating committze —
provides the required filters
tc keep the system unbi-
ased,” says Dogra.

The firm's rating teams
have distinct sector leads
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spective domains who over-
see thelr own groups. Be-
sides, it also has a rigorous
quality controi team that re-
views in depth all rating pro-
posals and acts as an inde-
pendent filter in the rating
process. Further, the criteria
development team contin-
uously reviews the methodol-
ogies and processes. “The ba-
sic idea is to ensure that the
ratingsystemsareeverevolv-
ing and synchronous with
the developments laking
place around us,” he says.’
Creditrating agencies inthe
country have performed
guile ereditably over the
years and the regulation too
has been proactive all
through. “We have also been
able to bring new products to
the table and added value to
investors and helped in deci-
sion-making. Besides, our de-
fault studies also show that
we have done well even dur-
ing the crisis years, But, now
we are definitely more alert
(o the developments taking
place around us and are con-
tinuously monitoring the en-
terprises that we rate to pick
upearly warning signals.”
What are the credit rating
com panies doing in the walke
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the 2G spectrum scandal? Do-
gra says all internal irregu-
larities have the potential to
affect credit ratings of the
concerned companies. “The
rating agencies are following
these developments and are
re-assessing their options
whileevaluatingany of these
companies in the surveil-
lance process. We do evaluate
how the company's proespects
may be affected by different
scenarios  emerging  from
suchdevelopments,” he says.

CARE plans to go public by
theend of nextyeartogivean
exit route to its existing in-
vestors. 1t is reportedly look-
ingtoraise over 7500 crore, of-
floading at least a 26% stake.
Currently, the company has
no foreign sharehoiding. ID-
BI Bank, with an over 26%
stake, is the largest sharehol-
der intheratingfirm. Canara
Bank holds a 23.67% stake in
the company, while SBI hasa
9.97% equity stake. Other
shareholders in CARE are
Federal Bank, IL&FS and
ING Vysya Bank. "The basic

‘idea of the IPO is io unlock

value and hence the divesi-
ment would be of the share-
holders to the general publi-
¢,"says Dogra, declmmg o
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‘Credibility of Credit Ratmg is a Must’

Since thesecond half of last
year, a host of private equity
firms have invested in CARE
through secondary sales
from its previous sharehol
ders. While Milestone Reli-
pare Investment Advisors ac
quired about 3°v stake in
CARE forarcund 275 crore in
August 2014, Aditya BirlaPri-
vate Equity and Bajaj Hold-
ings & Investment picked up
about 10% stakein therating
agency for aboutz130 crore in
Seplember.

Industry trackerssay the PE
investors are unlikely to exit
during the proposed IPO. The
firm is reportedly valued at
72,000 crove, that makes it the
second most valued financial
ratings firm. Standard &
Poor-backed Crisil has amar-
ket cap of 74,940 crore, while
Moody's-backed ICRA has 2
market capof 21,046 crore, As
per the firm’s website, CARE
Ratings has completed over
8,488 rating assignments hav-
ing aggregate value of about
726,60,800 crore {as on Sep-
tember 30, 2010}. £t has seven
offices across the country lo-
cated in Mumbai, Delhi, Kol
kata, Chennai, Hyderabad,
Ba.ngalore ‘and Ahmedabad.
The firm’s revenue currently
standeaf around ¥170 crore.
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