% NIRMAL BANG Institutional Equities

Sectoral Credit Deployment

Banking | Sector Update

October 02, 2023

Non-Food credit growth (excl. HDFC Ltd) stable at 15.0%
YoY in Aug’23

Key Points

» The Scheduled Commercial Banks’ (SCB) Non-food credit growth (excl. HDFC Ltd)
remained stable at 15.0% YoY in Aug’23 (14.8% YoY in July’23). Including HDFC
Ltd, Non-food credit growth remained strong at 19.9% YoY. On an incremental basis,
for YTDFY24, Non-food credit expansion (net of repayments) was robust at Rs12.5tn
vs Rs5.9tn for YTDFY23.

» Credit growth in Aug’23 was driven by strong growth in Services segment (up by
20.7% YoY in Aug’23 vs. 17.4% in Aug’22), Retail (up by 18.3% YoY in Aug’23 vs.
19.4% in Aug’22) and Agriculture & Allied Activities (up by 16.6% YoY in Aug’23 vs.
13.4% in Aug’22). Credit growth in Industrial segment (at 6.1% YoY in Aug’23 vs.
11.4% in Aug’22) remained under pressure in Aug’23.

> As per monthly interest rate data for Aug’23 released by the RBI, incremental deposit
rates have increased by 233bps to 6.36% (up by 1bp MoM) since May 2022. Since
that time, repo rate has been increased by 250bps, which indicates that deposit re-
pricing has moved in line with the rate cycle. However, the Weighted Average
Lending Rate (WALR) on fresh rupee loans has increased by 196bps to 9.47% (up
by 3bps MoM) during the same period. This indicates some support to yields in case
banks with a good proportion of loans at MCLR with a reset of 1-year and fixed rate
book at 1-2 year resets.

» Incremental Credit-to-Deposit ratio (on YoY basis) continued to normalise and stood
at ~87% on 8" Sept'23 vs ~90% on 28" July’23.

» NACH bounce rate (for recurring payments such as EMI, Insurance Premium etc.)
stood at 29.5% in Aug’'23 vs. 29.4% in July’23 and 29.3% in June’23 in volume
terms and continued to remain elevated compared to pre-covid levels.

Service segment credit growth continued to remain strong: Credit growth in
Services segment (which constitutes 27% of Non-food credit) continued to remain
strong in Aug’23 at 20.7% YoY (24.7% incl. HDFC Ltd’s CRE/LRD book) compared
to 19.4% YoY in July’23 and 17.4% YoY in Aug’22. Within Services credit growth,
Tourism, Hotels & Restaurants (at 12.0% YoY in Aug’23 vs. 5.8% in Aug'22),
Professional Services (at 20.8% YoY in Aug’23 vs. 6.3% in Aug’22), Transport
Operators (at 22.0% YoY in Aug'23 vs. 9.7% in Aug’22) as well as NBFCs (at 25.8%
YoY in Aug’23 vs. 25.5% in Aug’22) and Commercial Real Estate (at 13.9% YoY in
Aug’'23 vs. 4.8% in Aug’22) witnessed strong growth traction in Aug’23. However,
credit growth to Trade remained under pressure at 14.2% YoY in Aug’23 (vs. 16.9%
in Aug’'22). Within Trade, credit growth in Wholesale Trade remained under
pressure at 5.6% YoY in Aug’23 (vs. 17.6% in Aug’22) while credit growth to Retalil
Trade witnessed strong growth traction at 23.6% YoY in Aug’23 (vs. 16.0% in
Aug’22).
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Industrial credit growth moderated in Aug’23: Industrial segment credit growth moderated to
6.1% YoY in Aug’23 (6.7% incl. HDFC Ltd’s corporate book) compared to 11.4% in Aug’22.
However, on MoM basis, credit growth was up by 1.3% in Aug’23. Within Industrial credit, all
major segments such as Micro & Small (at 10.7% YoY in Aug’'23 vs. 27.7% in Aug’22), Medium
(at 9.8% YoY in Aug’23 vs. 36.6% in Aug’22) and Large (at 5.4% YoY in Aug’23 vs. 6.3% in
Aug’'22) witnessed moderation in credit growth. Within Industrial segment, credit growth to major
sub-segments such as Cement (at 17.0% YoY in Aug’23 vs. 3.3% in Aug’22), Basic Metals &
Metal Products (at 18.8% YoY in Aug’23 vs. 5.7% in Aug’22), Textiles (at 11.7% YoY in Aug’23
vs. 4.0% in Aug’22), Vehicles (at 14.5% YoY in Aug’23 vs. 4.2% in Aug’22), Construction (at
7.3% YQY in Aug'23 vs. -2.1% in Aug’22) and Gems & Jewellery (at 24.7% YoY in Aug’23 vs.
2.5% in Aug’22) witnessed strong growth traction while segments such as Infrastructure (at 2.2%
YoY in Aug’23 vs. 11.0% in Aug’'22), Mining & Quarrying (at 0.3% YoY in Aug’23 vs. 4.0% in
Aug’22) and Paper & Paper Products (at 2.8% YoY in Aug'23 vs. 7.2% in Aug’22) witnessed
moderation in credit growth in Aug’23. Within Infrastructure, credit growth moderation was seen
across all major sub-segments such as Power (at -1.1% YoY in Aug’23 vs. 9.4% in Aug’22),
Roads (at 7.2% YoY in Aug’23 vs. 15.3% in Aug’22) and Airports (at -11.1% YoY in Aug’23 vs.
16.9% in Aug’22). However, segments such as Ports (at 12.7% YoY in Aug’'23 vs. -25.7% in
Aug’22) and Railways (at 6.6% YoY in Aug’23 vs. -9.1% in Aug’22) witnessed improved credit
growth on YoY basis.

Retail credit growth remained strong at 18.3% YoY in Aug’23: Retail credit growth (excl.
HDFC Ltd) stood strong at 18.3% YoY in Aug’23 (30.8% YoY incl. HDFC Ltd) compared to 19.4%
in Aug’22 and 18.4% in July’23. Within Retail segment, credit growth to Housing, which accounts
for the highest share of ~47%, remained under pressure at 13.8% YoY in Aug’23 (excluding
HDFC Ltd’s individual loan book) compared to 16.3% in Aug'22 while Vehicle Finance (at 20.6%
YoY in Aug’23 vs. 19.5% in Aug’22), Credit Cards Outstanding (at 30.0% YoY in Aug'23 vs.
26.8% in Aug’22), Advances Against Gold Jewellery (at 22.1% YoY in Aug’23 vs. 9.2% in Aug’22)
witnessed strong growth traction. Among the other sub-segments, Advances Against FD (at
19.9% YoY in Aug’23 vs. 38.1% in Aug’22), Consumer Durables (at 11.1% YoY in Aug’23 vs.
51.0% in Aug’22) and Advances Against Shares/Bonds (at 4.2% YoY in Aug’23 vs. 19.3% in
Aug’22) remained under pressure in Aug’'23.
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Exhibit 1: Non-food credit growth stood at 19.9% YoY (excl. HDFC Ltd credit growth at 15.0% YoY)

Institutional Equities

Priority sector)

Sector (Rsbn) 24-Mar-23 21-Apr-23 19-May-23 30-Jun-23 28-Jul-23 25-Aug-23 ﬁ) r?"(‘;g M?):\;I)"(g‘)
Non-food Credit 136,553 138,364 138,575 143,638 147,824 149,008 19.9% 0.8%
Agriculture & Allied Activities 16,872 17,255 17,193 17,970 17,868 17,961 16.6% 0.5%
Industry 33,367 33,699 33,550 34,241 33,651 34,079 6.7% 1.3%
Micro and Small 5,984 5,976 6,032 6,256 6,134 6,218 10.7% 1.4%
Medium 2,704 2,601 2,743 2,634 2,546 2,557 9.8% 0.4%
Large 24,679 25,122 24,774 25,350 24,971 25,303 5.4% 1.3%
Services 36,086 36,641 36,825 38,850 39,049 39,432 24.7% 1.0%
Transport Operators 1,762 1,804 1,805 1,881 1,874 1,889 22.0% 0.8%
Computer Software 216 216 215 229 220 222 12.7% 0.9%
Tourism, Hotels & Restaurants 665 670 664 684 710 719 12.0% 1.3%
Shipping 67 63 62 60 57 56 -21.1% -2.1%
Professional Services 1,347 1,359 1,361 1,453 1,422 1,433 20.8% 0.8%
Trade 8,199 8,350 8,378 8,603 8,431 8,359 14.2% -0.9%
Wholesale Trade (other than food 3,966 4,136 4,191 4294 4,208 4,032 5.6% -4.2%
procurement)

Retail Trade 4,233 4,214 4,187 4,309 4,223 4,327 23.6% 2.5%
Commercial Real Estate 3,146 3,219 3,211 3,324 4,073 4,088 38.5% 0.4%
Non-Banking Financial Companies 13,311 13,454 13,396 14,241 13,772 13,834 25.8% 0.5%
Housing Finance Companies 3,147 3,134 3,151 3,302 3,168 3,099 3.0% -2.2%
Public Financial Institutions 1,756 1,777 1,756 1,926 1,828 1,790 28.6% -2.1%
Other Services 7,090 7,207 7,415 7,955 8,089 8,436 30.3% 4.3%
Retail Loans 40,852 41,196 41,378 42,610 47,318 47,701 30.8% 0.8%
Consumer Durables 200 378 205 214 212 212 11.1% 0.2%
Egﬂz::g)ﬂ”c"‘di”g Priority Sector 19,364 19,499 19564 20,000 24282 24,563 37.7% 1.2%
ﬁ‘g;’ﬁ'gﬁ; ﬁgﬂft;ff\?&?gﬂfmi s etc) 1,219 1,126 1,106 1,204 1,093 1,110 19.9% 1.6%
Qg;/:;c:tsc.to Individuals against share, 68 68 68 69 67 68 4.2% 1.7%
Credit Card O/s 1,943 2,003 2,011 2,094 2,136 2,179 30.0% 2.0%
Education 968 974 978 1,018 1,032 1,065 20.2% 3.2%
Vehicle Loans 5,003 5,089 5,090 5,234 5,294 5,340 20.6% 0.9%
Loans against gold jewellery 884 897 907 953 957 963 22.1% 0.5%
Other Personal Loans 11,202 11,162 11,449 11,822 12,245 12,201 26.0% -0.4%
Food Credit 199 213 364 279 208 194 -30.3% -7.1%
Calculated total non-food credit (ex. 127,177 128792 128,946 133671 137,887 139,173 20.6% 0.9%

Source: RBI, Nirmal Bang Institutional Equities Research
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a relationship beyond broking

Exhibit 2: Scheduled Commercial Banks’ YoY credit growth remained strong in Sept’23;
deposit growth also picked up at 13.6% YoY

25.0
20.0
15.0
10.0
5.0
0.0
© © © N NN~ N OO M 0O O O O O OO0 O O o d o4 N N NN MMM
ATt U v N L LA v NS U S S A N R D SRS RN IR LY IO SRS R
S S B o> > = c Qac 5 S > 9 >0 0 535 8 > > = c a
D—%ocﬁ(ﬁg’omjwmQ,gOmmwmm.E’,ommg)O‘“:m
4232332329234 =29002803°2232320
-~ S Db o oo X~ © I~ [ToRRS ST o < N 9§ — 9 o
- Nfﬂa - N — - N — ﬂcnﬁ N - o N g — o

—— Credit to Commercial Sector Growth (YoY) ——Weekly Aggregate Deposit Growth (YoY)

Source: Bloomberg, Nirmal Bang Institutional Equities Research

Exhibit 3: Credit-Deposit ratio of Scheduled Commercial Banks
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Source: Bloomberg, Nirmal Bang Institutional Equities Research

Exhibit 4: Share of Retail and Services credit in total Non-food credit inching up
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Exhibit 5: Retail loan book composition (as a % of retail credit outstanding)

Particulars Mar'16 [Mar'l7 | Mar'18 | Mar'19 | Mar'20 | Mar'21 | Mar'22 | Mar'23 | May'23 | June'23 | July'23 | Aug'23
Consumer Durables 13 13 1.0 0.3 0.6 0.6 0.8 0.5 0.5 0.5 0.4 0.4
Housing 53.6 53.1 51.1 52.2 50.2 49.6 49.7 47.4 47.3 46.9 51.3 51.5
Advances against FD 4.8 4.1 3.8 3.7 2.7 2.6 25 3.0 2.7 2.8 2.3 2.3
23;’;2‘;?::;?3&3‘:"5 05 | 03 | 03 | 03 | 02 | 02 | 02 | 02 0.2 02| 01| o1
Credit Card O/s 2.7 3.2 3.6 4.0 4.4 4.4 4.4 4.8 4.9 4.9 4.5 4.6
Education 4.9 4.3 3.7 3.1 24 2.6 24 24 24 24 2.2 2.2
Vehicle Loans 11.0 10.5 9.9 9.1 10.3 12.2 11.9 12.2 12.3 12.3 11.2 11.2
Loans against gold jewellery - - - 1.1 1.2 25 2.2 2.2 2.2 2.2 2.0 2.0
Other Personal Loans 21.2 23.2 26.6 26.3 27.9 254 25.9 27.4 27.7 27.7 25.9 25.6
Total 100 100 100 100 100 100 100 100 100 100 100 100

Source: RBI Data, Nirmal Bang Institutional Equities Research

Exhibit 6: Retail loan book composition (as a % of total Non-food credit outstanding)

Particulars Mar'16 [Mar'1l7 | Mar'18 | Mar'19 | Mar'20 | Mar'21 | Mar'22 | Mar'23 | May'23 | June'23 | July'23 | Aug'23
Consumer Durables 0.3 0.3 0.3 0.1 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.1
Housing 11.4 12.1 12.7 134 13.2 13.7 14.2 14.2 14.1 13.9 16.4 16.5
Advances against FD 1.0 0.9 0.9 1.0 0.7 0.7 0.7 0.9 0.8 0.8 0.7 0.7

Advances to Individuals

against share, bonds 0.1 0.1 0.1 0.1 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Credit Card O/s 0.6 0.7 0.9 1.0 1.2 1.2 1.3 1.4 15 1.5 1.4 1.5
Education 1.0 1.0 0.9 0.8 0.6 0.7 0.7 0.7 0.7 0.7 0.7 0.7
Vehicle Loans 2.3 2.4 2.5 2.3 2.7 3.4 3.4 3.7 3.7 3.6 3.6 3.6
;‘La;fe‘:‘)?a'”g gold . - | 03| o3 07| o6 06| 07 07| 06 0.6
Other Personal Loans 4.5 53 6.6 6.8 7.3 7.0 7.4 8.2 8.3 8.2 8.3 8.2
Total 21.3 22.8 24.8 25.7 26.3 27.6 28.6 29.9 29.9 29.7 32.0 32.0

Source: RBI Data, Nirmal Bang Institutional Equities Research

Exhibit 7: Unsecured credit mix

Particulars Mar'l6 | Mar'l7 | Mar'l8 | Mar'19 | Mar'20 | Mar'21 | Mar'22 | Mar'23 | May'23 | June'23 | July'23 | Aug'23
Consumer Durables 51 4.6 3.3 0.9 1.8 1.9 2.6 15 15 15 15 15
Credit Card O/s 10.7 11.6 11.5 13.0 13.4 14.4 14.1 14.6 14.7 14.8 14.6 14.9
Other Personal Loans 84.2 83.7 85.2 86.0 84.8 83.7 83.3 83.9 83.8 83.7 83.9 83.6
Total 100.0| 100.0| 100.0| 100.0( 100.0| 100.0( 100.0| 100.0| 100.0 100.0| 100.0| 100.0

Source: RBI Data, Nirmal Bang Institutional Equities Research
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a relationship beyond broking

Exhibit 8: All major Industrial credit segments’ credit growth witnessed moderation in
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Source: RBI, Nirmal Bang Institutional Equities Research

Exhibit 9: Unsecured credit growth driving overall retail credit growth
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Exhibit 10: Outstanding credit market share (Bank Group-Wise)
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Exhibit 11: Bank group wise Weighted Average Lending

Exhibit 12: Bank group wise Weighted Average Lending
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Exhibit 13: Bank group wise Weighted Average Domestic Exhibit 14: Bank group wise Weighted Average

Term Deposit Rates on outstanding term deposits
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Exhibit 15: Bank Group Wise MCLR (1 Year)

Public Sector Bank Private Sector Banks Foreign Banks Scheduled Commercial Bank
Months Min Max Median Min Max Median Min Max Median Min Max  Median
Feb-2023 8.15 8.65 8.45 8.15 10.96 9.20 4.50 10.80 7.70 4.50 10.96 8.45
Mar-2023 8.40 8.65 8.53 8.15 11.13 9.30 4.82 11.25 8.02 4.82 11.25 8.55
Apr-2023 8.45 8.65 8.60 8.20 11.05 9.35 4.35 9.95 7.91 4.35 11.05 8.60
May-2023 8.45 8.65 8.60 8.15 11.10 9.40 3.44 9.95 7.95 3.44 11.10 8.60
Jun-2023 8.50 8.65 8.65 8.15 11.10 9.50 341 9.95 8.10 341 11.10 8.65
Jul-2023 8.50 9.10 8.65 8.10 11.05 9.50 3.74 9.95 7.85 3.74 11.05 8.63
Aug-2023 8.55 8.90 8.65 8.10 11.23 9.50 3.86 10.00 8.01 3.86 11.23 8.60
Sep-2023 8.55 8.90 8.70 8.10 11.18 9.65 4.45 10.00 7.86 4.45 11.18 8.70

Source: RBI, Nirmal Bang Institutional Equities Research
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a relationship beyond broking

Exhibit 16: Share of O/S Floating Rate Rupee Loans of SCBs across Interest Rate Benchmark
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Source: RBI, Nirmal Bang Institutional Equities Research

Exhibit 17: NACH (bounce rate in terms of volume) continued to be at higher than pre-COVID
levels in Aug’23
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Exhibit 18: NACH (bounce rate in terms of value) continued to witness downtick MoM in
Aug’23
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Source: NPCI, Nirmal Bang Institutional Equities Research
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Exhibit 19: Spread between 10-Yr G-Sec and 10-Yr AAA corporate bond yields
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Exhibit 20: Spread between 5-Yr G-Sec and 5-Yr AAA corporate bond yields
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Source: Bloomberg, Nirmal Bang Institutional Equities Research

Exhibit 21: Movement in 10-Yr G-Sec Yield
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research
report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged
in market making activity of the subject company.

Analyst Certification: |, Rati J Pandit, research analyst and Debesh Agarwala, research associate, the authors of this report,
hereby certify that the views expressed in this research report accurately reflects my/our personal views about the subject
securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is,
or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst is
principally responsible for the preparation of this research report and has taken reasonable care to achieve and maintain
independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to15%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation
and particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL 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 recipient you must not use or disclose the information in this research in any
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it.
NBEPL 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. NBEPL 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, fithess 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. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, 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. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication
in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the
information contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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