The number of upgrades increased

2.4 times while dow

by 40 per cent;Acuité Ratings

OUR BUREAU

Mumbai, September 8
Indicating an improvement
in corporate health, the credit
ratio (upgrades to down-
grades) rose to 2.3x in April-
August 2021 from 0.56x in the
corresponding previous
period. The number of up-

grades increased 2.4 times in

the same period while the
downgrades dipped almost
40 per cent, according to
Acuité Ratings.

Further, the number of up-
grades during the period is
similar to that in the pre-
Covid year, while the number
of downgrades has almost
halved from those levels.

tings had also re-
cently revised the credit qual-
ity outlook of India Inc for FY
2022 to ‘positive’ from ‘cau-
tiously optimistic’ earlier. A
Crisil Ratings study of 43 sec-
tors (accounting for 75 per
cent of the ¥36-lakh crore out-
standing rated debt, exclud-
ing the financial sector)
shows the current recovery is
broad-based.

Resilient performance

Acuité Ratings said the sharp
upsurge in the credit ratio
during April-August can be at-
tributed to a resilient per-
formance in FY21 by the man-
ufacturing sector, including

debt levels lower than feared
early on during the Covid
pandemic.

Other factors

“With steady progress in vac-
cination and gradually declin-
ing risks of a third wave,
private : consumption de-
mand is expected to revive
from H2FY22 and ratings have

started to factor in such a
scenario,” Acuité Ratings said.
Other reasons include buoy-
ancy in the export sector since
H2FY21 that has largely offset
the weak domestic demand.
Favourable monsoon condi-
tions and a rich harvest since
last year have kept rural de-
mand steady despite a moder-
ate impact of the second
wave. And, a recovery in the
core infrastructure sectors
with the focus on higher in-
vestments leading to higher
demand scenario in steel, ce-
ment and power.

The improving credit ratio
in the financial sector reflects
a significant moderation in
concerns on asset quality de-
terioration and liquidity
impairment, given the mon-
etary and financial support
measures. :




