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About 700 insurance surety
bonds valued at around ₹3,000
crore have been issued by dif-
ferent insurance companies so
far, an o�cial statement said
on Wednesday.

The statement added that
State-owned NHAI has so far
received 164 insurance surety
bonds, consisting of 20 bonds
for performance security and
144 bonds for bid securities.

According to the statement,
the Ministry of Finance has
made insurance surety bonds
at par with bank guarantees for
all government procurement,

and NHAI has been urging in-
surance companies and con-
tractors to use insurance
surety bonds as an additional
mode of submitting bid secur-
ity, and or performance
security.

NHAI on Wednesday or-
ganised a workshop in New
Delhi on the implementation
of Insurance Surety Bonds
(ISB) for NHAI contracts.

The objective of this work-
shop was to review the pro-
gress made in the implementa-
tion of Insurance Surety
Bonds and encourage particip-
ation from the stakeholders
for wider adoption of the in-
strument, the statement said.
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Insurance firms issued 700
surety bonds worth ₹3,000 cr

The consideration paid for ac-
quiring stressed assets and re-
demption of security receipts
(SRs) by asset reconstruction
companies (ARCs) improved
in FY24, even as these entities
plan to take up issues facing
them at their upcoming meet-
ing with the RBI.

In FY24, ARCs acquired
bad loans from lenders, ag-
gregating around ₹1.57-lakh
crore, according to provi-
sional estimates from the As-
sociation of ARCs in India.

In FY23, the acquisition
was higher at ₹2.10-lakh crore
as it included the one-time as-
signment of Yes Bank’s bad
loans totalling ₹48,000
crore to JC Flowers ARC.

In FY24, the issuance of Se-
curity Receipts (SR) — the
purchase consideration paid
for acquiring these assets —
was over ₹43,000 crore
(₹41,000 crore in FY23), and
SRs redeemed were over
₹33,000 crore (₹27,000

crore), per the estimates. The
sale of stressed assets to ARCs
is one of the channels for their
resolution for lenders. This is
done either through a com-
bination of cash payments
and the issue of security re-
ceipts (SRs) or all cash trans-
actions. The number of ARCs
registered with the Reserve
Bank of India (RBI) stood at
27 as of March 2024. 

REDEMPTIONS RISE

“ARCs acquired total dues
over ₹10-lakh crore by March

2024 since inception (in
2002). The redemption per-
formance of ARCs, which
used to be a major concern,
has been showing consistent
improvement. From ₹10,000
crore SR redemption in 2019,
now it has risen over three
times to ₹33,000 crore,” said
Hari Hara Mishra, CEO of the
Association of ARCs in India.

He observed that ARCs are
now better capitalised. They
are better positioned to play a
more e�ective role in NPA
(non-performing asset) resol-

ution thanks to good recover-
ies. 

“They need some regulat-
ory support, such as allowing
retail HNI (high net worth in-
dividual) participation in SRs.
Like equity markets and mu-
tual funds, which are more li-
quid today with retail parti-
cipation, the distressed debt
market will also have more li-
quidity and depth,” Mishra
said. 

He emphasised that banks
prefer NPA sales to ARCs as it
provides them with a quick
exit compared to recovery
from legal measures, which
are time-consuming and by
which time there is significant
value erosion. 

Referring to the upcoming
conference of directors and
chiefs of ARCs with RBI,
Mishra said: “The conference
will give ARCs a better under-
standing of regulatory expect-
ations and concerns while al-
lowing the companies to
represent the problems faced
by them. This will be RBI’s
first such meet for the ARC
sector.”

‘Redemption of security receipts
of ARCs improved in FY24’ 
NEW HIGH. Issuance of SRs said to have crossed ₹43,000 cr, redemptions at ₹33,000 cr
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STRESS-FREE REVAMP

� In FY24, ARCs acquired
stressed assets worth around
₹1.57-lakh crore

� There are 27 ARCs registered
with the RBI as of March
2024, highlighting the
significance of these entities
in the resolution of stressed assets for lender.

� The upcoming conference of directors and chiefs of ARCs
with RBI will provide a platform for discussing regulatory
expectations and concerns. This will be the first such
meeting for the ARC sector facilitated by the RBI

IIFCL, a leading State-
owned diversified infra-
structure lender, plans to
open a branch o�ce in GIFT
City, the country’s sole inter-
national financial services
centre, a top o�cial said.

“We need to obtain RBI
approval for IIFCL to open a
branch in GIFT City. We plan
to do it, and a branch will
most likely happen this year.

Then we will have a triad
between Delhi, London
(with its existing UK subsidi-
ary), and the Gift City
Branch. This triad will help
raise resources in foreign
currency at competitive
rates and aid in infrastruc-
ture financing within the
country,” PR Jaishankar,
Managing Director, IIFCL,
said on Wednesday. Already,
IIFCL Projects, a subsidiary
of IIFCL, has a presence in
GIFT City and is undertak-
ing advisory business to help
foreign investors establish a
presence in India.

STELLAR SHOW

IIFCL said on Wednesday
that it has clocked the
highest-ever profitability
numbers in 2023-24, riding
on the government’s push
for infrastructure develop-
ment in recent years.  The
fiscal year 2023-24 also saw
the highest ever sanctions
and disbursements at
₹42,309 crore and ₹29,171
crore, respectively, by this
infrastructure lender.

For the first time, IIFCL’s
profit before tax (PBT) sur-
passed the ₹2,000 crore mark
to touch ₹2,029 crore.

The company’s profit after
tax in 2023-24 touched
₹1,552 crore, which was 31
times the net profit of ₹ 51

crore recorded in FY19–20.
“We are confident of sus-

taining this profitability. Our
institution is well set to con-
tinue this performance. Now
we can address strategic and
national importance pro-
jects in a more focussed
way,” Jaishankar said.

Jaishankar said that IIFCL
would continue to be guided
by the philosophy of “growth
with quality. “Our results in
2023-24 give us more
strength to grow. We want to
support government initiat-
ives to push infrastructure
and take on the role of the
most preferred lender for in-
frastructure,” he said.

ZERO NET NPA

He also said that IIFCL is
eyeing a 20 per cent com-
pounded annual growth rate
(CAGR) in sanctions and dis-
bursements for the next
three years.

Jaishankar said that IIFCL
has been able to improve its
asset quality with a signific-
ant decline in the gross NPA
ratio to 1.61 per cent (down
from 7.6 per cent in the pre-
vious year and 19.70 per cent
as of March 2020) and the
net NPA ratio to 0.46 per
cent, which stood at 9.75 per
cent as of March 2020.

“We will now aim to take
net NPA to zero this fiscal,”
he said. 

Pawan K Kumar, Deputy
MD, IIFCL, said that IIFCL
was exploring the possibility

of raising external commer-
cial borrowing (ECB). Indic-
ations are that the company
would go in for ECB of
₹4,000-5,000 crore this fiscal
year, depending on the mar-
ket conditions.

“We are going to be ag-
gressive on blended fin-
ance,” Kumar added.
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‘IIFCL to open branch in Gift City this year’

The divestment of Shriram
Finance’s entire stake in its
housing finance subsidiary is
capital accretive for the
NBFC and will increase the
capital available for faster
growth, according to S&P
Global.

Shriram Finance, on May
13, approved the sale of an
84.8 per cent stake in Shri-
ram Housing Finance to an
a�liate of PE firm Warburg
Pincus, company Mango
Crest Investment for ₹4,630
crore. 

“The capital position of
Shriram Finance will
strengthen further with the
disposal of the subsidiary. Its
regulatory tier-1 ratio was
19.6 per cent as of March 31,
2024, well above the min-
imum requirement. 

“We believe SFL will chan-
nel the additional capital to
maintain strong growth in its
core businesses of financing
commercial vehicles and

small businesses.” Earlier
this week, Executive Vice-
Chairman Umesh Revankar
told businessline that the
profit from the sale of the
business is ₹1,360 crore,
which will be used to im-
prove the net worth and cap-
ital ratio, the latter of which
is expected to rise by nearly 1
per cent. 

Revankar guided for AUM
growth of 15 per cent in
FY25, driven by the passen-
ger vehicle and SME loan seg-
ments. 

He added that the focus is
on improving opex, profitab-
ility, and portfolio quality, in

addition to digital process in-
novation. 

SUSTAINABLE EXPANSION

S&P Global expects the
NBFC to maintain credit
growth of about 20 per cent,
without raising fresh equity.
The risk-adjusted capital ra-
tio is seen broadly stable at
more than 13 per cent over
2025 and 2026, compared
with S&P Global’s estimate
of 13.5 per cent as of March
2024.

The sale will help the par-
ent company focus on higher
profitability, given that Shri-
ram Housing has been grow-
ing at over 70 per cent per
year and needs capital to sus-
tain this growth, the global
agency said. The housing fin-
ancier’s tier-1 capital ratio
was 16.5 per cent as of March
2024.

“We don’t expect the
transaction to have a mater-
ial impact on Shriram Fin-
ance’s credit profile, given
Shriram Housing’s small
contribution to the group. As

of March 2024, it contributed
less than 1 per cent to the
group’s equity and 4-5 per
cent to the group’s revenues
and assets,” S&P Global said.

Shriram Finance reported
a return on assets (RoA)
of 3.1 per cent in FY24, signi-
ficantly higher than Shriram
Housing Finance’s 2.2 per
cent.
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Housing finance unit sale will help Shriram Fin
augment growth capital, says S&P Global

S&P Global
expects the
NBFC to
maintain credit
growth of about
20 per cent,
without raising
fresh equity


