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The Hindu, 15th June 2018
“Fitch revises Axis Bank outlook 

to negative”

Ratings agency Fitch on Friday said it has

revised the outlook of Axis Bank to

negative while affirming the rating of BBB-

. “The Negative Outlook on Axis's IDR

(issuer default ratings ) reflects rising

pressure on its standalone profile relative to

banks with a Viability Rating of BBB-,

stemming from heightened asset-quality

stress and weak earnings. Its capital buffers

are less comfortable for its current rating

despite raising fresh capital,” Fitch said.
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Credit Rating

Credit rating provide a forward looking and relative assessment of  credit 
risk, like how likely would the investors will be repaid in-full and on-time

• It is an opinion about what the rater thinks will happen in the future

• It is a relative measure between peers

• Helps to make market more efficient by analyzing information and presenting 
in easier way

• For Fitch the grades are divided into two categories- Investment Grade and 
Speculative Grade
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Credit Rating : Issuer & Issue Rating

Q. Can a BB rated issuer (say Bank) issue a BBB rated bond ?

• Issuer rating : likelihood that a company may default with regard to 
all its financial obligations

• Issue rating likelihood of bankruptcy associated with the specific debt. 

• Secured debt has the higher recovery rates than non secured debts in 
situation of issuer defaults so normally secured debt get higher rating

• It is better to use the issuer's rating 
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• Evaluation tool that offers a comprehensive assessment of whether or not to 
do business with a companyViability Rating

• Banks' Support Rating Floors and Support Ratings reflect Fitch's expectation of 
a moderate probability of extraordinary state support, if required, due to their 
private ownership and lower systemic importance relative to larger banks.

Support Rating 
Floor

• IDRs refers to the relative vulnerability of a company to default on its financial 
obligations.

Issuer Default 
Rating

Considerations taken by Fitch while rating a bank
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Breaking down IDR of a bank
Viability Rating

(Based on stand alone strength)
Key rating factors

1. Operating Environment
2. Company Profile
3. Management and strategy
4. Risk Appetite
5. Financial Profile

Support Rating 
(Based on stronger of Institutional and Sovereign Support)

Issuer Default Rating 
(Based on higher of VR and Institutional/Sovereign Support

Support Rating Floor
(Based on Sovereign Support)

1. Sovereign’s ability to support
2. Sovereign’s propensity to 

support banking sector
3. Sovereign’s propensity to 

support specific bank

Institutional Support
1. Parent’s ability to 

support
2. Parent’s propensity 

to support
3. Country risks in 

jurisdiction
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Fitch Ratings Table
Division Rating Significance

Investment Grade

AAA Extremely strong capacity to meet financial commitments

AA Strong capacity to meet financial commitments

A Strong capacity but susceptible to adverse conditions

BBB Adequate capacity, but more susceptible to adverse conditions

BBB - Lowest investment grade

Speculation Grade

BB + Highest speculative grade

BB Less vulnerable in near-term, but faces major uncertainties

B More vulnerable to adverse business & economic conditions

CCC Highly vulnerable & dependent on favorable conditions
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AXIS’s Credit Rating

BBB-

• Considered lowest 
investment grade by market 
participants

adequate capacity to meet 
policyholder and contract 
obligations on a timely basis 
but adverse changes in 
circumstances and economic 
conditions are more likely to 
impact this capacity

➢ Increased asset quality stress 
-Deterioration in NPL ratio to 6.8% (FY18) from 5.2% (FY17)
➢ Weak earnings
-ROA of 0.04%, against 0.66% in FY17
➢ Capital buffers on lower side in spite fresh capital infusion
-Axis raised USD1.3 billion in fresh capital
➢ Gaps in risk controls
-had to undergo reclassification of 9 large corporate accounts
➢ Weakness in top management leading to reputational risk
-Resignation by managers in important roles

Reasons for revision
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Status of Borrowings
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Possible Negative Outlook Implication:
• 5x rise in secured borrowings might attract higher interest rate
• Higher pressure on the NII
• Possibility of further deterioration of operating profit



Axis’s Performance since 2014-15
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RBI Interference:
• May 2017: Reported a previously 

undisclosed soured asset of almost $1.5 
billion

• Oct 2017:  Rebranded $750 million as 
nonperforming
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Top management and Axis Bank

• Reserve Bank of India (RBI) has asked the Axis’s board to re-consider the 
decision to give Shikha Sharma a fourth term, citing concerns over rising NPAs 
under her watch.

• Sidharth Rath, head of corporate and transaction banking, and V. Srinivasan, 
deputy managing director resigned in March 2018

What does executive from Fitch say...
“For Axis Bank, the next challenge is to sail through management transition in addition 
to dealing with some of the remaining stress assets,” said Udit Kariwala, Associate 
Director at India Ratings & Research of the Fitch Group.

-on Axis going to announce its new leader who is to take control from Shikha Sharma 
after she is set to resign on 31st December 2018 as per the directive of RBI
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