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Facilities/Instruments Amount (₹ crore) Rating1 Rating Action 

Long-term bank facilities 300.00 CARE D Downgraded from CARE BBB-; Negative  

Details of instruments/facilities in Annexure-1. 

 

Rationale and key rating drivers 

CARE Ratings Limited (CareEdge Ratings) has downgraded bank facilities of Star Housing Finance Limited (SHFL) from ‘CARE 

BBB-; Negative’ to ‘CARE D’. This action underscores SHFL's default on debt obligations with delays in term loan instalments to 

six lenders ranging from 1 to 11 days in February 2026, due to liquidity stress. SHFL's management confirmed that all overdue 

amounts have since been cleared, and the company claims to have made advance payments of debt instalments due in February 

2026. 

The default stemmed primarily from SHFL's stressed liquidity, triggered by an investor's accelerated redemption of non-convertible 

debentures (NCDs). As per company, NCDs were recalled on account of resignation of the company's Chief Financial Officer (CFO) 

and the position remaining vacant. The management claimed that though there was no breach of covenants on NCDs, they were 

recalled in December 2025. The company agreed to prepay NCDs and has made part payments in the last couple of months. The 

company misrepresented facts as recall of NCDs was neither disclosed to CareEdge Ratings in its surveillance in January 2026 nor 

has it been disclosed on stock exchanges. 

SHFL had a reasonable liquidity buffer, with unencumbered cash and equivalents of ₹20 crore as of December 30, 2025, sufficient 

to cover approximately one month of debt repayments. However, the position deteriorated sharply following unscheduled 

acceleration of the NCD. As on February 19, 2026, liquidity plummeted to just ₹2.91 crore against ₹17.6 crore in scheduled debt 

obligations due in March 2026. As per management, downgrade of the credit rating to “default” will lead to a breach of lending 

covenants, further straining SHFL's fragile cash position. 

In the 9MFY26 financials, the auditor highlighted liquidity stress in the company, noting delays in salary payments to employees. 

The auditor also drew attention to the strained cash flow position, indicating that the company may need continued reliance on 

external funding. However, the limited review report has not been qualified. 

Rating sensitivities: Factors likely to lead to rating actions 

Positive factors: Factors that could, individually or collectively lead to positive rating action/upgrade:  

• Timely servicing debt obligations (principal and interest) for minimum three continuous months.  

 

Analytical approach: Standalone  

 

Outlook: Not applicable 

Detailed description of key rating drivers: 

 

Key weaknesses 

 
Delay in servicing of debt obligations  

The company delayed payments to six lenders by 1 to 11 days in February 2026, due to liquidity stress arising from recall of NCD 

by an investor, despite no covenant breach. All overdue amounts have since been fully cleared, and the company claims to have 

made advance payments of debt instalments due in February 2026. 

 

 

 
1Complete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.  

https://ind01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.careratings.com%2F&data=05%7C02%7CVipin.Nair%40careedge.in%7C7117d57a36aa476422e508dd93a86eb9%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C0%7C638829074116546553%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=AyTgf1BGPXIdPT81tMnaIJnDdr%2BkB15ijiNnVI83UJo%3D&reserved=0
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Liquidity: Poor  

SHFL’s liquidity remains poor as reflected by delays in debt servicing. A sharp decline in liquidity buffers due to recall of NCD has 

significantly impaired the company’s financial and business risk profiles. As per management, downgrade of the credit rating to 

“default” will lead to breach of lending covenants, further straining SHFL's fragile cash position. 

Applicable criteria 

Definition of Default 

Rating Outlook and Rating Watch 

Financial Ratios - Financial Sector 

Housing Finance Companies 

 

About the company and industry 

Industry classification 

Macroeconomic indicator Sector Industry Basic industry 

Financial services Financial services  Finance  Housing finance company  

 

SHFL is a small-sized housing finance company operating primarily in the affordable housing segment, with a focus on retail home 

loans to low-and-middle-income borrowers. The company has gradually expanded its presence and currently operates across six 

states through over 38 branches, with assets under management (AUM) of ₹570 crore as on December 31, 2025. The shareholding 

structure includes the promoter family and Arkfin Investments Private Limited (Arkin). Arkfin first invested in SHFL in 2019 and 

held 15.94% equity as on December 31, 2025. 

Brief Financials -

Standalone (₹ crore) 
March 31, 2024 (A) March 31, 2025 (A) December 31, 2025 (UA) 

Total income 62 95 73 

Profit after tax (PAT) 9 11 4 

Assets under management 

(AUM) 
427 521 570 

On-book gearing (x) 2.41 2.84 2.75 

AUM / tangible net-worth 

(TNW) (x) 
3.22 3.67 3.92 

Gross non-performing assets 

(NPA) / gross stage 3 (%) 
1.50 1.84 1.84 

Return on managed assets 

(ROMA) (%) 
2.12 1.86 0.74 

Capital adequacy ratio (CAR) 

(%) 
54.65 50.55 NA 

A: Audited UA: Unaudited; Note: these are latest available financial results 

NA: Not available 

 
Status of non-cooperation with previous CRA: Not applicable  
 
Any other information: Not applicable 
 
Rating history for last three years: Annexure-2 
 

Detailed explanation of covenants of rated instrument / facility: Annexure-3 
 
Complexity level of instruments rated: Annexure-4 
 
Lender details: Annexure-5 

 

  

https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Jan%202025.pdf
https://www.careratings.com/upload/pdf/get-rated/Assigning%20Outlook%20or%20Rating%20Watch%20to%20Credit%20Ratings.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria_Rating_Methodology_Financial_Ratios_Financial_Sector_February_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria_Rating_Methodology_Housing_Finance_Companies_March_2025.pdf
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Annexure-1: Details of instruments/facilities   

Name of the 

Instrument 
ISIN 

Date of 

Issuance 

(DD-MM-

YYYY) 

Coupon 

Rate (%) 

Maturity 

Date (DD-

MM-YYYY) 

Size of the 

Issue 

(₹ crore) 

Rating 

Assigned and 

Rating 

Outlook 

Fund-based - 

LT-Cash Credit 
- - - - 6.00 CARE D 

Fund-based-

Long Term 
- - - March 2033 294.00 CARE D 

 

Annexure-2: Rating history for last three years 

Sr. No. 

Name of the 

Instrument/Bank 

Facilities 

Current Ratings  Rating History 

Type  

Amount 

Outstanding 

(₹ crore)  

Rating  

Date(s) 

and 

Rating(s) 

assigned 

in 2025-

2026 

Date(s) 

and 

Rating(s) 

assigned 

in 2024-

2025 

Date(s) 

and 

Rating(s) 

assigned 

in 2023-

2024 

Date(s) 

and 

Rating(s) 

assigned 

in 2022-

2023 

1 
Fund-based-Long 

Term 
LT 294.00 CARE D 

1)CARE 

BBB-; 

Negative  

(29-Jan-

26) 

1)CARE 

BBB; 

Stable  

(30-Oct-

24) 

1)CARE 

BBB; 

Stable  

(30-Oct-

23) 

 

2)CARE 

BBB; 

Stable  

(28-Aug-

23) 

1)CARE 

BBB-; 

Positive  

(03-Feb-

23) 

2 
Fund-based - LT-

Cash Credit 
LT 6.00 CARE D 

1)CARE 

BBB-; 

Negative  

(29-Jan-

26) 

1)CARE 

BBB; 

Stable  

(30-Oct-

24) 

1)CARE 

BBB; 

Stable  

(30-Oct-

23) 

 

2)CARE 

BBB; 

Stable  

(28-Aug-

23) 

1)CARE 

BBB-; 

Positive  

(03-Feb-

23) 

LT: Long term 

 

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable 

Annexure-4: Complexity level of instruments rated 

Sr. No. Name of the Instrument Complexity Level 

1 Fund-based - LT-Cash Credit Simple 

2 Fund-based-Long Term Simple 
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Annexure-5: Lender details 

To view lender-wise details of bank facilities please click here 

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on 

complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications. 

 

  

https://www.careratings.com/bank-rated?Id=u9vOhnrzciPgClx06agCtA==
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Contact us 

Media Contact       

  
Mradul Mishra 
Director 
CARE Ratings Limited 
Phone: +91-22-6754 3596 
E-mail: mradul.mishra@careedge.in 
 
Relationship Contact  
 
Pradeep Kumar V 
Senior Director 
CARE Ratings Limited 
Phone: 044-28501001 
E-mail: pradeep.kumar@careedge.in 
 
 
 

Analytical Contacts 

 
Vineet Jain 
Senior Director 
CARE Ratings Limited 
Phone: +91 22 6754 3623 
E-mail: vineet.jain@careedge.in 
 
Akansha Akshay Jain 
Assistant Director 
CARE Ratings Limited 
Phone: +91 22 6754 3491 
E-mail: Akansha.Jain@careedge.in 
 
Anushka Bothra 
Analyst 
CARE Ratings Limited 
E-mail: anushka.bothra@careedge.in 

 

 

About us:  

Established in 1993, CareEdge Ratings is one of the leading credit rating agencies in India. Registered under the Securities and 

Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India. 

With an equitable position in the Indian capital market, CareEdge Ratings provides a wide array of credit rating services that help 

corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies 

over almost three decades, CareEdge Ratings follows a robust and transparent rating process that leverages its domain and 

analytical expertise, backed by the methodologies congruent with the international best practices. CareEdge Ratings has played 

a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and 

debentures, and structured credit. For more information: www.careratings.com 

 
Disclaimer: 

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). Ratings are opinions on the likelihood of timely 

payment of the obligations under the rated instrument and are not recommendations to sanction, renew, disburse, or recall the concerned bank facilities or to buy, 

sell, or hold any security. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of 

the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification 

of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and 

credible sources. CareEdge Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors 

or omissions and the results obtained from the use of such information. The users of the rating should rely on their own judgment and may take professional advice 

while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating. 

The use or access of the rating does not create a client relationship between CareEdge Ratings and the user. 

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY 

APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION, 

SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE. 

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments. 

CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary 

by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger 

clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are 

introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable 

laws and regulations which are available on its website. 

 

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy_policy 

 

© 2026, CARE Ratings Limited. All Rights Reserved.  

This content is being published for the purpose of dissemination of information required as per applicable law and regulations and CARE Ratings Limited holds exclusive 

copyright over the same. Any reproduction, retransmission, modification, derivative works or use or reference to the contents, in whole, in part or in any form, is 

prohibited except with prior express written consent from CARE Ratings Limited. 

 

For detailed Rating Report and subscription information,  

please visit www.careratings.com 
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