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Moody’s Upgrades India’s Sovereign Outlook

The Background

After 22 years in June 2020 global ratings agency Moody’s Investors Service downgraded India’s

sovereign rating to the lowest investment grade (from Baa2 to Baa3) with the rationale that country’s

policy making institutions would be challenged in enacting and implementing policies which mitigate the

risk of a sustained period low growth.

What has changed?

 On 5 Oct 2021 the rating agency changed India’s sovereign rating outlook from ‘negative’ to

‘stable’, while affirming the country’s foreign-currency and local-currency long-term issuer ratings

at Baa3.

 It expects 2021-22 to record 9.3% growth in GDP, followed by 7.9% next year.

Rationale for change

 Downside risk to growth from subsequent COVID infection waves mitigated by rising vaccination

rates

 Selective use of restriction on economic activity during the second wave.

 Higher capital cushions and greater liquidity suggests banks and non-bank financial institutions

pose much lesser risk to the sovereign than previously anticipated.

 ‘Lower susceptibility’ to event risk from ‘a negative feedback loop between the financial sector

and the real economy’.

Source: News Articles

The content does not construe to be any investment, legal or taxation advice.
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Period Moody’s Rating / Outlook

Apr ’15 Baa3 / Positive

Nov ’17 Baa2 / Stable

Nov ‘19 Baa2 / Negative

Jun ‘20 Baa3 / Negative

Oct ‘21 Baa3 / Stable
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investment objectives, financial situations, or needs of the reader.

This report has been prepared for the general use of the clients of the TCFSL and must not be copied, either in whole or in part, or distributed or redistributed to any other person in any form. If you are not the intended
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It is confirmed that, the author of this report has not received any compensation from the companies mentioned in the report in the preceding 12 months. No part of the compensation of the report creator was, is, or will be

directly or indirectly related to the inclusion of specific recommendations or views in this report The author, principally responsible for the preparation of this report, receives compensation based on overall revenues of
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Neither TCFSL nor its directors, employees, agents, representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or

in connection with the use of the information contained in this report.

The report is based upon information obtained from sources believed to be reliable, but TCFSL does not make any representation or warranty that it is accurate, complete or up to date and it should not be relied upon as

such. It does not have any obligation to correct or update the information or opinions in it. TCFSL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person

from any inadvertent error in the information contained in this report. TCFSL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to

this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. This information is

subject to change without any prior notice. TCFSL reserves at its absolute discretion the right to make or refrain from making modifications and alterations to this statement from time to time. Nevertheless, TCFSL is

committed to providing independent and transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Certain products -including those involving futures, options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical

analysis centers on studying charts of a stock’s price movement and trading volume, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.

Before making an investment decision on the basis of this report, the reader needs to consider, with or without the assistance of an adviser, whether the advice is appropriate in light of their particular investment needs,

objectives and financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are

reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Neither

TCFSL nor the director or the employee of TCFSL accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this report and/or further communication in relation to this

report.

We and our affiliates, officers, directors, and employees worldwide may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in

any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower

to such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions.

Investments in securities are subject to market risk; please read the SEBI prescribed Combined Risk Disclosure Document prior to investing. Derivatives are a sophisticated investment device. The investor is requested to

take into consideration all the risk factors before actually trading in derivative contracts. Our report should not be considered as an advertisement or advice, professional or otherwise.
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