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Update dated October 31, 2017 by Standard & Poor’s (S&P).

Particulars To From

Shriram Transport Finance Co. Ltd. BB+/Stable/B BB+/ Watch Dev/B

Counterparty Credit Rating

Shriram Transport Finance Co. Ltd. BB+ BB+/Watch Dev

Senior Secured Notes
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Research Update:

Shriram Transport Finance Co. Ltd. 'BB+' Rating
Affirmed With Stable Outlook; Off CreditWatch
Developing

Overview

* STFC and | DFC group have terninated di scussions on their proposed merger.

W are affirmng our 'BB+/ B issuer credit ratings on STFC and our ' BB+
long-termissue rating on the |India-based finance conpany's seni or
secured notes. We are renoving all the ratings from CreditWatch with
devel opi ng inplications.

» The stable outlook reflects our expectation that STFC will maintain its
mar ket position in pre-owned CV financing over the next 12 nonths. W
al so expect the conpany's above-average earnings to support its capita
position.

Rating Action

On Cct. 31, 2017, S&P d obal Ratings affirmed its 'BB+ |long-termand 'B
short-termissuer credit ratings on Shriram Transport Finance Co. Ltd. (STFQ
The outl ook on the long-termrating is stable. We also affirmed our ' BB+
long-termissue rating on the India-based finance conpany's senior secured
notes. W renoved all the ratings from Credi t\Watch where they were placed with
devel oping inplications on July 11, 2017.

Rationale

The rating action follows the termination of the nerger discussion between
Shriram group's financial services businesses (including STFC) and the | DFC

group.

On July 8, 2017, STFC received in-principle approval fromits board of
directors for evaluating the merger with |IDFC group. The two groups entered
into a 90-day exclusivity period to evaluate the structure and ternms of the
proposed nerger. The exclusivity period was extended to Nov. 8, 2017. However,
t he nmerger discussions were scrapped yesterday due to differences on

val uati ons and swap rati os.

Outlook

The stable outlook reflects our expectation that STFC will sustain its strong
mar ket position in the pre-owned commercial vehicle (CV) financing segnent
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Research Update: Shriram Transport Finance Co. Ltd. 'BB+' Rating Affirmed With Stable Outlook; Off
CreditWatch Developing

along with stable growh, capitalization, and earnings over the next 12
nont hs.

Downside scenario

W may lower the rating if STFC s risk-adjusted capital ratio falls bel ow 10%
on a sustained basis. This could happen if the conpany grows faster than our
expectations or its profitability deteriorates and credit costs increase
sharply.

Upside scenario

We are unlikely to raise the rating in the next 12 nonths because used CVs,
which forma majority of STFC s assets, are highly sensitive to econonic
fluctuations, in our view

Ratings Score Snapshot

| ssuer credit rating: BB+/ Stable/B

SACP: bb+
Anchor: bb
Busi ness position: Strong (+1)
Capital, |everage and earnings: Strong (+1)

Ri sk position: Mderate (-1)

Fundi ng and liquidity: Adequate (0)
External influence: O

CGovernment influence: O

Group influence: 0O

CGuarantees or other external influences: 0
Rati ng above the sovereign: O

Related Criteria

e Criteria - Financial Institutions - General: Risk-Adjusted Capital
Franmewor k Met hodol ogy, July 20, 2017

* CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

e Criteria - Financial Institutions - General: |Issue Credit Rating
Met hodol ogy For Nonbank Financial Institutions And Nonbank Fi nanci al
Servi ces Conpani es, Dec. 9, 2014

e Criteria - Financial Institutions - General: Nonbank Financi al
Institutions Rating Methodol ogy, Dec. 9, 2014

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rati ng Banks d obal ly: Methodol ogy And Assunptions, July 17, 2013

e Criteria - Financial Institutions - Banks: Banking Industry Country Ri sk
Assessnent Met hodol ogy And Assunptions, Nov. 9, 2011
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CreditWatch Developing

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Related Research

 Research Update: Shriram Transport Finance Ratings Placed On CreditWatch
Wth Devel oping Inplications On Proposed Merger Wth |IDFC G oup, July 11,
2017

 Shriram Transport Finance Co. Ltd., March 27, 2017

Ratings List

Ratings Affirnmed; CreditWtch/Qutlook Action

To From
Shriram Transport Finance Co. Ltd.
Counterparty Credit Rating BB+/ St abl e/ B BB+/ Wat ch Dev/B
Shriram Transport Finance Co. Ltd.
Seni or Secur ed BB+ BB+/ Wt ch Dev

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nfornation. Conplete ratings information is available to subscribers of

Rati ngsDirect at www. capitalig.com Al ratings affected by this rating action
can be found on the S& G obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col umm.
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