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Bank Facility Ratings 

Interpretation of Default 

 

CARE’s ratings are an opinion on the relative 

ability and willingness to repay debt in a timely 

manner. CARE, in its published material on what 

constitutes a default, has maintained that ‘Default’ 

is one day missed payment. In a credit perspective, 

CARE’s approach towards bank loan ratings and 

definition of default in Bank loans remains 

unchanged and default remains a day of missed 

payment. However, the approach needs to be 

clarified given the nuances of bank loan ratings 

versus traditional capital market instruments. 

 

The loan markets’ understanding of default has 

traditionally included a period of ‘forbearance’ 

after scheduled repayment date which is absent in 

capital market instruments. This is possibly due to 

the larger role of client relationship much beyond 

the outstanding loan and the lenders’ confidence in 

realising value from the available collateral. 

Moreover, the nature of bank facilities, including 

multiple accounts and facilities together with the 

availability of monitoring systems and controls 

within our banking system call for a tweaking of 

the metric of an ‘Event of default’. Accordingly 

while treating missed payments, CARE takes into 

account the explicit grace period allowed by the 

banks to the clients to honour their obligations. 

Moreover, to account for such peculiarities in the 
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Indian banking system and practical difficulties involved therein, CARE would 

normally consider delays beyond a week as constituting missed payment, in case of 

bank facilities for the purpose of default recognition.  

While assigning rating to various types of bank facilities like Bill discounting, Letter 

of Credit, Bank Guarantees, etc., CARE takes into account nuances of such facilities 

while determining an ‘Event of Default’ which is consistently applied across all the 

issuers.  
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Disclaimer 

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall 
the concerned bank facilities or to buy, sell or hold any security.  CARE has based its ratings on information 
obtained from sources believed by it to be accurate and reliable.  CARE does not, however, guarantee the 
accuracy, adequacy or completeness of any information and is not responsible for any errors or omissions or for 
the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated 
by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments. 

HEAD OFFICE - MUMBAI   
CREDIT ANALYSIS & RESEARCH LTD 
4th Floor, Godrej Coliseum, Somaiya Hospital Road, 
Off Eastern Express Highway,  
Sion (East), Mumbai - 400 022. 
Tel: +91-022- 6754 3456 
e-mail: care@careratings.com 

Regional Offices 
 

Unit No. O-509/C, Spencer Plaza, 5th 
Floor, No. 769, Anna Salai,  
Chennai 600 002 
Tel: (044) 2849 7812/2849 0811 
 
710, Surya Kiran, 19, 
Kasturba Gandhi Marg,  
New Delhi -01 
Tel.: (011) 2331 8701 / 2371 6199 
 
3rd Floor, Prasad Chambers  
(Shagun Mall Building),  
10A, Shakespeare Sarani,  
Kolkata - 700 071 
Tel: (033)- 2283 1800/ 1803, 2280 8472 
 
32 TITANIUM 
Prahaladnagar Corporate Road, 
Satellite,  
Ahmedabad - 380 015. 
Tel.: (079) 4003 5587 / 6631 1821 / 22 
 

 

Branch Offices 
 

401, Ashoka Scintilla 
3-6-520, Himayat Nagar 
Hyderabad - 500 029 
Tel.: (040) - 6675 8386,  98491 74030 
 
Unit No. 8, I floor, 
Commander's Place 
No. 6, Raja Ram Mohan Roy Road, 
Richmond Circle, 
Bangalore - 560 025. 
Tel.: (080) - 2520 5575,   9886024430 

 

mailto:care@careratings.com

