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Retail softens further, gold sees high growth

The Reserve Bank of India (RBI), in its latest print for January 2025, continued to report
an overall loan growth sub-12% YoY. Within segments, agriculture grew 12.2% YoY,
services 12.5% YoY, retail 11.8% and industry 8% YoY. Retail growth continues to be soft
at ~12% (>20% earlier). Within retail, sequential growth was slower in most segments,
including unsecured retail. With this, the retail share currently forms ~33% of loans, up
from 19.0% in FY15, even as the industry’s share has fallen to ~22% from 44% in FY15.

We observe three MoM trends: 1) barring Services, other three segments are seeing sub-1%
MoM growth, 2) lending to non-banking finance companies (NBFCs), housing finance
companies (HFCs) and public financial institutions (PFIs) continues to be muted, and 3)
industry growth has slowed further with decline in medium enterprise. Overall loan growth
seems to be seeing a broad-based slowdown, even lower than our expectations for FY25.

However, the RBI's recent pro-growth stance may help ease out some pressure (remain
watchful of the trends).

Retail loan growth slows; gold loans holding up: Retail growth came in at 11.8% YoY
and 0.6% MoM in January. Unsecured retail growth in consumer durables declined by
2.6% YoY versus a growth of 13-15% and personal loan growth at <10% has been
softening. Sequentially too, there was softer traction in unsecured retail. With this,

unsecured retail formed 31% of retail credit and ~10% of overall. Housing loans grew 11%

YoY, constituting ~51.0% of retail loans. Vehicle loans grew a tad better at 9.7% YoY/

muted MoM. Education loans were another segment that witnessed a growth of 15.9%

YoY/2.0% MoM. One segment that continued to grow sharply is gold loans, up >75% YoY,
on a low base — we see this as a monitorable given the change in rules.

Overall growth in services holding up; growth in NBFCs muted: Services grew 12.5%
YoY and 1% Mo}, given the mixed trend in growth across segments. The NBFC segment
witnessed a YoY growth of 7.7%. Within NFBCs, HFCs witnessed a drop while PFls
continued to grow. Among other segments, Aviation and Retail Trade witnessed a
sequential slowdown, while others held up.

Industry growth subdued: Industry growth came in at 8% YoY and 0.5% Mo, led by
growth in micro and small enterprises and large industries, which grew 1% and 0.5%
MoM respectively, whereas medium enterprises declined 0.6% MoM. We believe the
corporate capex cycle will be key to bolstering overall growth. Within the industry,
traction was better for Petrochemicals and Food Processing. We expect credit growth

for the large industry segment to improve once the private capex cycle picks up, which,
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Retail loans comprise ~33% of total bank credit

Sector-wise credit ,, o o~ < §. “NI’
composition (%) E E E ‘E § §
Agriculture &

Allied Activities 12.8 13.4 122 13.0 127 126
Industry (MSME 4 3 351 27.0 229 21.8 217
and Large)

Services 23.5 26.7 255 28.3 28.1 28.1

19.4 248 27.6 30.6 32.8 32.7

Retail Loans

Note: Including merged numbers; Source: RBI, Elara Securities
Research

Prakhar Agarwal

Banking & Financials

+9122 61648502
prakhar.agarwal@elaracapital.com

we believe, is still some time away. Associate
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Elara Banking universe — Coverage matrix
) . Mcap CMP TP  Upside P/E (x) P/B (x) ROE (%)

Company Ticker Rating

(Usbmn)  (INR)  (INR) (%) FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E
HDFC Bank HDFCBIN  Accumulate 151,580 1,732 1,898 9.6 19.8 181 165 14.6 27 25 22 20 169 144 142 14.4
ICICI Bank ICICIBCIN  Buy 97,262 1,204 1,483 232 167 152 147 133 29 25 22 19 189 175 156 151
State Bank of India ~ SBIN IN Accumulate | 70,304 689 885 285 7.0 64 66 59 12 11 09 0.8 188 177 149 147
Kotak Mahindra Bank  KMB IN Buy 43,219 1,903 2,100 104 17.7 149 16.6 149 25 22 19 1.7 153 156 122 121
Axis Bank AXSB IN Buy 35962 1,016 1,386 365 11.3 108 100 88 19 16 14 12 180 159 147 14.6
Bank of Baroda BOB IN Buy 11,655 197 280 421 57 55 56 52 09 08 07 07 169 155 13.6 131
Punjab National Bank ~ PNB IN Accumulate | 11,486 87 113 293 117 62 70 66 10 09 08 07 87 149 115 111
IndusInd Bank 1B IN Buy 8,821 990 1,320 333 86 121 82 74 12 11 10 09 154 9.9 132 136
Federal Bank FBIN Buy 4,986 178 220 239 11.6 109 104 92 15 13 12 1.0 147 129 119 120
Au Small Finance Bank AUBANKIN Accumulate 4,816 566 650 14.9 247 207 158 125 3.0 25 22 19 137 138 147 161
Bandhan Bank BANDHAN IN Buy 2,601 141 180 275 102 75 65 58 11 09 08 07 108 132 135 135
Karur Vysya Bank KVB IN Accumulate 1,838 201 264 313 101 88 87 78 16 14 12 1.0 172 168 147 142
City Union Bank CUBK IN Buy 1,253 148 205 387 108 98 9.6 84 13 12 11 09 128 126 115 118
DCB Bank DCBB IN Buy 374 104 155 487 61 55 46 39 07 06 05 05 117 116 123 132

Note: Pricing as on 28 February 2025; Rating & TP as per last published report; Source: Company, Elara Securities Estimate
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Exhibit 1: Credit growth (YoY) softening across segments, while services try to hold up

Share in Share in Credit growth
Sector-wise break-down (INR bn) Jan-24 Dec-24 Jan-25 Credit (%) iltncremental .
credit (MoM-%) | YoY (%) MoM (%)

Non-food Credit 159,980 176,867 178,186 11.4 0.7
Agriculture & Allied Activities 20,091 22,390 22,535 12.6 11.0 12.2 0.6
Industry (Micro & Small, Medium and Large) 35,864 38,544 38,746 21.7 15.3 8.0 0.5
Micro & Small Industry 7,107 7,710 7,784 4.4 5.6 9.5 1.0
Medium industry 2,921 3,481 3,460 1.9 (1.6) 18.5 0.6)
Large industry 25,836 27,353 27,502 15.4 11.3 6.4 0.5
Services 44,571 49,625 50,136 28.1 38.7 12.5 1.0
Transport Operators 2,271 2,530 2,539 1.4 0.7 11.8 0.4
Computer Software 263 316 337 0.2 1.6 28.2 6.8
Tourism, Hotels & Restaurants 770 802 815 0.5 1.0 5.9 1.6
Shipping 71 71 72 0.0 0.1 1.1 1.1
Aviation 444 460 448 0.3 (0.9) 0.9 (2.6)
Professional Services 1,614 1,896 1,909 1.1 1.0 18.3 0.7
Trade 9,876 11,112 11,310 6.3 15.0 14.5 1.8
Wholesale Trade (other than food procurement) 5,187 5,849 6,127 3.4 211 18.1 4.8
Retail Trade 4,689 5,264 5,183 29 (6.1) 10.5 (1.5)
Commercial Real Estate 4,598 5,209 5,235 2.9 2.0 13.9 0.5
Non-Banking Financial Companies (NBFCs) 15,034 16,218 16,187 9.1 (2.4) 7.7 (0.2)
HFCs 3,377 3,199 3,256 1.8 4.4 (3.6) 1.8
PFIs 2,106 2,187 2,199 1.2 0.9 4.4 0.6
Other Services 9,631 11,012 11,284 6.3 20.7 17.2 2.5
Retail loans 52,143 57,949 58,315 32.7 27.8 11.8 0.6
Consumer Durables 241 240 235 0.1 (0.4) (2.6) (2.1)
Housing (Including Priority Sector Housing) 26,581 29,317 29,510 16.6 14.6 11.0 0.7
Advances against FD (Including FCNR (B), NRNR Deposits etc.) 1,168 1,410 1,359 0.8 (3.9 16.3 (3.6)
Advances to Individuals against share, bonds, etc. 73 98 98 0.1 (0.0) 33.0 (0.3)
Credit Card O/s 2,585 2,911 2,921 1.6 0.8 13.0 0.3
Education 1,172 1,331 1,359 0.8 21 15.9 2.0
Vehicle Loans 5,610 6,133 6,152 3.5 1.5 9.7 0.3
Loans against gold jewelry 1,011 1,726 1,789 1.0 4.8 76.9 3.6
Other Personal Loans 13,702 14,782 14,894 8.4 8.4 8.7 0.8

Note: Numbers on merged basis; Source: RBI, Elara Securities Research

Exhibit 2: Medium segment sees decline MoM
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Exhibit 3: Retail proportion in overall credit at >30%
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Exhibit 4: Housing continues to dominate retail credit portfolio
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Note: Numbers on merged basis; Source: RBI, Elara Securities Research

Exhibit 5: NBFC composition holding up at 9%
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Exhibit 7: Unsecured retail slows further
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Exhibit 6: Soft growth in credit cards since the past few months
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Exhibit 8: Proportion of unsecured loans coming off
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Exhibit 9: MoM growth in large industries supported by Petroleum, Food Processing and Vehicular parts

Share in Share in Credit growth
Large industry-wise break-down (INR bn) Jan-24 Dec-24 Jan-25 Credit (%) il:lcremental .
credit (MoM-%) | YoY (%) MoM (%)
Mining & Quarrying (incl. Coal) 528 539 532 1.4 (3.5) 0.8 (1.3)
Food Processing 1,958 2,120 2,174 5.6 26.7 11.0 2.5
Sugar 199 199 231 0.6 16.1 16.2 16.4
Edible Oils & Vanaspati 198 218 213 0.6 (2.4) 7.6 (2.2)
Tea 60 65 61 0.2 (1.8) 2.5 (5.5)
Others 1,501 1,638 1,668 4.3 14.7 11.1 1.8
Beverage & Tobacco 286 307 305 0.8 (1.0) 6.4 (0.7)
Textiles 2,530 2,641 2,677 6.9 17.9 5.8 1.4
Cotton Textiles 968 982 1,013 2.6 15.4 4.6 3.2
Jute Textiles 42 43 43 0.1 0.2) 2.2 (0.3)
Man-Made Textiles 459 483 491 1.3 4.1 7.0 1.7
Other Textiles 1,060 1,133 1,130 2.9 (1.5) 6.6 (0.3)
Leather & Leather Products 121 128 127 0.3 (0.5) 4.8 (0.7)
Wood & Wood Products 237 266 269 0.7 1.5 13.2 11
Paper & Paper Products 459 515 519 1.3 1.9 13.1 0.7
Petrol Coal Products & Nucl Fuels 1,297 1,398 1,544 4.0 72.2 19.0 10.4
Chemicals & Chemical Product: 2,423 2,636 2,654 6.8 8.6 9.5 0.7
Fertilizer 340 318 312 0.8 2.9) (8.0) (1.8)
Drugs & Pharmaceuticals 797 880 880 2.3 0.1) 10.5 0.0
Petro Chemicals 227 260 278 0.7 8.9 22.7 6.9
Others 1,060 1,178 1,183 3.1 2.7 11.6 0.5
Rubber, Plastic & their Products 899 989 1,002 2.6 6.3 11.5 1.3
Glass & Glassware 117 125 126 0.3 0.5 7.5 0.8
Cement & Cement Products 592 615 606 1.6 (4.8) 23 (1.6)
Basic Metal & Metal Product 3,805 4,328 4,344 11.2 7.9 14.1 0.4
Iron & Steel 2,697 3,062 3,081 8.0 9.7 14.3 0.6
Other Metal & Metal Product 1,108 1,266 1,262 3.3 (1.8) 13.9 (0.3)
All Engineering 1,940 2,271 2,291 5.9 10.2 18.1 0.9
Electronics 444 501 512 1.3 5.6 15.4 2.3
Others 1,496 1,770 1,779 4.6 4.6 18.9 0.5
Vehicles, Vehicle Parts & Transport Equipment 1,090 1,152 1,178 3.0 12.9 8.0 2.3
Gems & Jewelry 821 878 864 2.2 (7.2 5.1 (1.6)
Construction 1,338 1,438 1,452 3.7 7.0 8.5 1.0
Infrastructure 12,888 13,144 13,092 33.8 (25.6) 1.6 (0.4)
Power 6,361 6,562 6,647 17.2 42.1 4.5 1.3
Telecommunications 1,368 1,246 1,241 3.2 (2.8) 9.3) (0.5)
Roads 3,173 3,258 3,145 8.1 (56.2) (0.9) (3.5)
Airports 69 87 87 0.2 (0.3) 26.0 (0.6)
Ports 72 63 55 0.1 (4.2) (23.8) (13.0)
Railways 121 133 133 0.3 (0.2) 10.2 (0.2)
Other Infrastructure 1,725 1,794 1,785 4.6 4.3) 3.5 (0.5)
Other Industries 2,534 3,055 2,992 7.7 (31.2) 18.1 (2.1)
Industries (Total) 35,864 38,544 38,746 100.0 100.0 8.0 0.5

Note: Numbers on merged basis; Source: RBI, Elara Securities Research
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide preliminary information on the
business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this document should be construed as an advice to buy
or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an
investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any
information in response to specific client queries. Elara Securities (India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability
for any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or agent in or for the securities mentioned in this
document. They may perform or seek to perform investment banking or other services for or solicit investment banking or other business from any company referred to in this Note. Each of these entities functions
as a separate, distinct and independent of each other. This Note is strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on
directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Elara Securities (India)
Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose
possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or the Advisors
without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This
Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required
from time to time. However, Elara Securities (India) Private Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group
companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection
with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change in the business or state of affairs
of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest
in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important to note that any dispute with
respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE], in the Capital Market Segment of
BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years. However, during the routine course
of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities
(India) Private Limited has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com

Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject company, whereas its associate
entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding
the date of publication of Research Report. Elara Securities (India) Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the subject company at the end
of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate entities does not have any other material
conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of Elara Securities (India) Private Limited may
have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities have not managed or co-managed public offering
of securities for the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant
banking or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may have received any compensation for
products or services other than investment banking or merchant banking or brokerage services from the subject company or third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information,
there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional
advice after a thorough examination of the particular situation.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable
for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. Prices, values or income from any securities
or investments mentioned in this report may fall against the interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income,
please note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the investor’s currency of
reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The information contained in this report does not constitute advice on
the tax consequences of making any particular investment decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a
recommendation of particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable for your particular
circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not guarantees of future performance and are based
on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these “forward-looking statements” and financial
information.
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