
IIFL Capital Services Ltd — 18 May 2026 Credit Rating Summary

This credit analysis summarizes the May 2026 CRISIL report on IIFL Capital Services Ltd.

Section Details

Agency CRISIL Ratings

Rating Change CRISIL AA- (Placed on Watch Positive from 'Stable'); Short Term reaffirmed at A1+

Outlook Watch Positive (Previous: Stable)

Key Drivers of

Change

1. Fairfax Entry: Fairfax India to become majority stakeholder/promoter via preferential allotment and open

offer; implies massive governance/capital support.

2. Market Strength: Top-tier retail broker with 4.2L active NSE clients and 0.62% market share.

3. Segment Growth: Investment Banking revenue rose to ₹712 Cr (vs ₹639 Cr FY25); Distribution AUM

reached ₹25,566 Cr.

4. MTF Expansion: Margin Trade Funding (MTF) book doubled to ₹2,118 Cr (vs ₹931 Cr FY25), signaling

aggressive asset-side scaling.

Rated

Instruments
• Bank Loan Facilities: ₹800 Cr

Key

Observations

• Capitalization: Consolidated Net Worth is robust at ₹3,066 Cr.

• Profitability Dip: PAT fell to ₹564 Cr (FY26) from ₹713 Cr (FY25) due to high volatility and lower turnover.

• Cost Efficiency: Average 3-year Cost-to-Income ratio remains high at 66%.

• Gearing: Managed at 0.6x; shows significant room for leveraging the balance sheet.

• Regulatory Risk: Facing headwinds from SEBI’s new derivative sizing and RBI’s 100% cash margin

requirement for certain trades.

• Liquidity: Strong, with ₹1,108 Cr in cash and liquid buffers against ₹982 Cr debt repayments.

Investor Impact

• Growth: Fairfax backing provides "growth capital" for MTF and IB businesses.

• Margins: Near-term pressure on PAT/ROE (dropped from 33.2% to 23.7%) due to regulatory compliance

costs.

• Dilution: Imminent preferential allotment and open offer will shift promoter dynamics but stabilize long-term

funding.

Agency / Cross

Analysis

Same Agency (CRISIL): Shifted from 'Stable' to 'Watch Positive' despite a 21% drop in PAT. This indicates

that the agency views the change in ownership (Fairfax) as a more significant credit positive than the

temporary dip in earnings or regulatory headwinds. Financial triggers for upgrade (Cost-to-income < 55%)

are not yet met, but the "Watch Positive" bypasses this based on structural synergy.

Final Inference

Real Improvement in Credit Profile. While the FY26 financial performance was weaker (lower ROE/PAT),

the transition to Fairfax ownership transforms the company from a promoter-led entity to a global-institutional

backed firm, significantly lowering the cost of funds and default risk.

Strategic Note for Equity Investors:

The "Watch Positive" during a period of earnings contraction is a rare bullish signal from a rating agency. It

suggests that the balance sheet is being "fortified" by Fairfax. Investors should monitor the MTF book growth

(up 127% YoY) as the primary engine for future interest income, offsetting the regulatory-induced volatility in

pure-play broking.
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