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Key Rating Drivers 
Support Drives Rating: Siyapatha Finance PLC's National Long-Term Rating reflects Fitch 
Ratings’ expectation that the parent, Sampath Bank PLC (AA-(lka)/Stable), would provide 
extraordinary support to its subsidiary, if needed. This view is based on Sampath's 100% 
shareholding, a record of ordinary support and Siyapatha's brand, which reflects that of the 
parent. The rating also captures Siyapatha's limited operational and management integration 
with its parent. 

Limited Importance to the Group: Siyapatha is rated two notches below its parent because of 
its limited role in the group's core business. Siyapatha's limited role is based on the subsidiary's 
core business line – vehicle financing via leasing – which represented only an 8.7% share of total 
group loans at end-September 2020, and Siyapatha originated only half of this amount. 
Furthermore, its profit contribution to the group was a low 6.0% of the group's pretax profit.  

Weaker Standalone Profile: Siyapatha's intrinsic credit profile is constrained by a modest 
franchise and high-risk appetite, which puts pressure on capital buffers and asset quality. The 
company accounted for only 3% of sector assets at end-3Q20.  It has demonstrated an appetite 
for aggressive loan expansion (CAGR of 25% over 2016-2019). The Tier 1 ratio of 8.0% at end-
3Q20 was lower than 13.6% for the sector, while the six-month non-performing loan ratio 
spiked to 15.7% in 3Q20, from 10.1% in 2019, and was higher than the sector's 12.8%. 

Higher than Peer Leverage: Siyapatha's debt/tangible equity ratio of 8.3x at end-3Q20 (2019: 
8.8x) was at the highest end of that of Fitch-rated peers. We expect Sampath to infuse capital 
into Siyapatha to enable it to maintain regulatory minimum requirements.  

Significant Secured Funding: Siyapatha’s financial flexibility remains low compared with that of 
standalone-driven Fitch-rated peers, given its low share of unsecured debt in the funding mix as 
it depends mainly on secured borrowings for funding. Nevertheless, Siyapatha’s deposit base 
has expanded over the years (3Q20: 47.6% of total funding) but remains highly concentrated 
among the top 20 deposit holders.  

Weakening Profitability: Siyapatha’s rising credit costs are likely to exert pressure on 
profitability in the medium term. Return on assets (pretax) has been declining, with the 1.8% at 
end-3Q20 below the company’s average of 3.5% in 2016-2019. Siyapatha's credit cost has 
absorbed 63.5% of its pre-impairment profits at end-3Q20 compared with 47% at end-2019.  

Small Market Share: Siyapatha’s franchise has benefited from being part of the Sampath Bank 
Group. Its business model is likely to remain focused on vehicle financing, mainly four wheelers, 
accounting for around 80% of total loans as of end-3Q20, although the company has increased 
exposure to gold-based lending and micro leasing products.  

Rating Sensitivities 
Change in Parent’s Rating: Siyapatha's rating could change if Sampath's rating changes, which 
would reflect the parent's ability to support the subsidiary. 

Change in Parent’s Support Propensity: Siyapatha's rating is sensitive to a change in Fitch's 
assumptions around Sampath's propensity to provide support. An upgrade could come from a 
meaningful increase in the significance of Siyapatha's role in the group, with enhanced 
integration. Fitch may downgrade Siyapatha's rating if linkage between the parent and the 
subsidiary weakens. A material dilution of the parent's ownership could also indicate the 
subsidiary's lower importance and could be rating negative. 

Deterioration in Siyapatha's standalone credit profile is unlikely to affect its National Rating due 
to the support-driven nature of the rating, unless large losses change the propensity of the 
parent to provide support.  
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Income Statement 

  30 Sep 2020 31 Dec 2019 31 Dec 2018 31 Dec 2017 

 

9 Months - 3rd 
Quarter 

9 Months - 3rd 
Quarter Year End Year End Year End 

 USDm LKRm LKRm LKRm LKRm 

 Unaudited Unaudited Audited - Unqualified Audited - Unqualified Audited - Unqualified 

Revenue      

Operating and finance lease income net of depreciation 22 4,041.4 4,951.7 4,251.6 2,965.7 

Gross interest, leasing and dividend income 28 5,180.6 7,229.6 6,395.9 4,599.5 

Total interest expense 16 3,028.6 4,230.7 3,680.1 2,764.3 

Net interest income 12 2,152.0 2,999.0 2,715.8 1,835.2 

Total non-interest operating income 3 546.1 677.5 565.3 462.6 

Expenses      

Total non-interest expenses 6 1,105.3 1,433.4 1,328.5 1,048.3 

Pre-impairment/provision operating profit 9 1,592.8 2,243.0 1,952.6 1,249.5 

Impairment charges 4 1,008.0 1,050.7 829.8 236.7 

Securities and other credit impairment charges 1 3.7 0.3 0.0 n.a. 

Operating profit 3 581.1 1,192.1 1,122.9 1,012.7 

Pretax income 3 581.1 1,204.9 1,125.0 1,016.1 

Net income 2 297.8 480.2 516.5 498.9 

Fitch comprehensive income 2 297.8 479.9 569.1 554.5 

Memo: EBITDA 20 3,674.2 5,516.9 4,871.6 3,836.4 

Exchange rate  USD1 = LKR185.5224 USD1 = LKR181.634 USD1 = LKR182.2783 USD1 = LKR152.8548 
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Balance Sheet 

  30 Sep 2020 31 Dec 2019 31 Dec 2018 31 Dec 2017 

 

9 Months - 3rd 
Quarter 

9 Months - 3rd 
Quarter Year End Year End Year End 

 USDm LKRm LKRm LKRm LKRm 

Assets      

Loans and leases      

Gross loans and leases 216 39,890.3 37,878.3 34,680.7 27,944.2 

Loan loss allowances for receivables and loans 14 2,504.9 1,651.5 1,519.9 536.3 

Net loans and leases 202 37,385.4 36,226.8 33,160.7 27,407.9 

Other earning assets n.a. n.a. 343.2 215.0 163.2 

Total earning assets 211 39,176.8 39,074.9 35,148.5 28,776.5 

Total assets 226 41,947.4 40,947.3 36,166.3 29,810.6 

Liabilities and equity      

Debt and deposits      

Total customer deposits 91 16,912.5 13,221.0 9,672.0 9,333.6 

Total deposits 91 16,912.5 13,221.0 9,672.0 9,333.6 

Total short-term debt funding 2 409.4 10,198.8 9,523.9 6,187.3 

Total long-term funding 98 18,204.9 11,505.1 12,189.3 10,579.5 

Total debt and deposits 191 35,526.8 34,924.8 31,385.2 26,100.4 

      

Total interest-bearing liabilities 191 35,526.8 34,924.8 31,385.2 26,100.4 

Total liabilities 203 37,633.8 36,931.5 32,625.3 27,332.3 

Total equity 23 4,313.6 4,015.8 3,541.0 2,478.3 

Total equity less non-controlling interest/minority interest 23 4,313.6 4,015.8 3,541.0 2,478.3 

Total liabilities and equity 226 41,947.4 40,947.3 36,166.3 29,810.6 

Exchange rate  USD1 = LKR185.5224 USD1 = LKR181.634 USD1 = LKR182.2783 USD1 = LKR152.8548 
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Summary Analytics 

 30 Sep 2020 31 Dec 2019 31 Dec 2018 31 Dec 2017 

 9 Months - 3rd Quarter Year End Year End Year End 

     

Asset quality ratios (%)     

Impaired loans and leases/gross loans and leases n.a. 15.2 14.1 n.a. 

Growth of gross loans and leases (yoy) 5.4 9.8 24.1 42.9 

Loan loss allowances for impaired loans and leases/impaired 
loans and leases 

n.a. 28.9 31.1 n.a. 

Impairment to capital ratio n.a. 110.6 113.5 -24.4 

Earnings and profitability ratios (%)     

Pretax income/average assets 1.8 3.1 3.3 4.0 

Non-interest expense/gross revenue 19.3 18.1 19.1 20.7 

Pretax income/average equity 18.6 32.3 37.5 46.1 

Impairment charges/pre-impairment operating profit 63.5 46.9 42.5 18.9 

Capitalisation and leverage ratios     

Debt+deposits/tangible equity 8.3 8.8 9.1 10.6 

Tier 1 Capital Ratio 8.0 9.0 9.4 9.4 

Fitch Core Capital/tangible assets 10.2 9.7 9.6 8.3 

Debt+off balance sheet funding/Fitch Core Capital 8.3 8.8 9.1 10.6 

Funding, liquidity and coverage ratios     

Customer deposits/funding 47.6 37.9 30.8 3.8 

Loans/customer deposits 236.7 288.0 357.0 298.2 
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The ratings above were solicited and assigned or maintained at the request of the rated 
entity/issuer or a related third party. Any exceptions follow below. 
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