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The Achilles’ heel for banks: Sluggish deposit momentum

Our quarterly deep dive into deposits shows unchanged trends on deposit
flows across banks, regions and the nature of deposits. Growth in deposits
from non-individuals is marginally ahead of growth in deposits from
individuals; growth rates for PSU and private banks are converging. Growth
in CASA deposits remains weak. The downward re-pricing of term deposits
has begun.

Household deposits are still showing no improving trends

The key takeaways on deposits: (1) The market share mix between public banks
and private banks is at about 60:35 (Exhibit 1). The difference in deposit growth
between public banks and private banks is converging (Exhibit 2). (2)
Households dominate deposits at ~60% (Exhibit 3), but are growing slowly
(Exhibit 4). Household deposits grew 10% yoy and were led by term deposits
over savings. (3) Private banks have about 85% of their deposits coming from
metro/urban regions, while that for public banks is at 70% (Exhibit 7). (4) Public
banks have about 70% of their deposits coming from households, while for
private banks this is at 55% (Exhibit 8). (5) There is a marginal shift in
government deposits to public banks, while the share in corporate and
households remains unchanged (Exhibit 9). (6) Individual deposits are higher for
public banks and non-individual share is higher for private ones (Exhibits 10-14).

Current account growth slowed, while savings account growth is still sluggish

Key takeaways from CASA and term deposits: (1) CASA deposits grew 8% yoy,
while term deposits grew ~12% yoy (Exhibit 15). (2) Savings deposits is a lot
more diversified compared to current and term deposits (Exhibit 16). Savings
growth was weak across markets, while current account deposits slowed in
metro regions. (3) Government deposits have shifted back to term deposits
from savings deposits (Exhibit 18). (4) The age profiles show better trends for
the age profile >70 years (Exhibits 19-21). (5) Term deposits saw similar growth
in non-individuals and individuals (Exhibit 22). (6) Term deposits for private
banks are largely from metro/urban regions. (7) Individuals have a preference
for Rs0.1-1.5 mn, while non-individual’s ticket size is higher at >Rs10 mn
(Exhibits 26-28). (8) 70% of the deposits contracted are in the 1-3-year buckets
(Exhibit 29). (9) 2QFY26 saw a decline in the 7-8% interest rate bucket (Exhibits
31-33), with some signs of slowdown in non-individual deposit movement.

Weak funding base implies that the revival of growth is not strong

Deposit growth remains muted versus loan growth, with no clear signs of
recovery. The intense competition between public and private banks implies
that any broad-based loan revival will heighten the pressure to mobilize
incremental deposits, particularly low-cost funds. Weak household deposit
accretion, slower growth among middle-aged cohorts, subdued CASA trends
and rising reliance on high-ticket deposits underscore structural funding
challenges. These dynamics will test the durability of NIM expansion, as lenders
weigh sharing margin headroom with borrowers while sustaining returns for
shareholders.
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I Exhibit 1: Market share break-up of deposits across banks, March fiscal year-ends, 4QFY23-2QF26 (%)
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PSU banks have lost ~300 bps in market share, largely to private banks since 4QFY23
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I Exhibit 2: Deposit growth across banks, March fiscal year-ends, 3QFY19-2QF26 (%)
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Deposit growth between public and private banks have broadly converged
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Share of households was stable at 60% and grew 10% yoy

I Exhibit 3: Break-up of deposits across customer segments, March fiscal year-ends, 4QFY23-2QF26 (%)
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Growth in household deposits has remained fairly stable at ~10% yoy

I Exhibit 4: Deposit growth across depositor categories, March fiscal year-ends, 4QFY24-2QF26 (%)
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Private banks have a much larger presence in urban and metropolitan markets compared to public banks
I Exhibit 5: Break-up of deposits by regions and bank-wise, March fiscal year-ends, 4QFY23-2QF26 (%)
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Deposit growth continues to be led by metro regions (~55% of overall deposits)
I Exhibit 6: Deposit growth across regions, March fiscal year-ends, 4QFY24-2QF26 (%)
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Public banks have a marginally better deposit mix compared to private banks
I Exhibit 7: Break-up of deposits by regions and bank-wise, March fiscal year-ends, 4QFY23-2QF26 (%)

= Rural Semi-urban m Urban Metropolitan ® Rural Semi-urban m Urban = Metropolitan

80 146 46 46 45 46 45 46 46 46 46 45 80 I I I I I I I I I
Sl = H - E EH EEEE®E 60

20 41919 19 19 19 19 19 19 18 19 19 20

EREEEEEEERE

8 & &8 &§ § &€ &§ &§ &§ & 8
C o oL @ & o o & o & &
g o o o9 g O o o o o O
S - &8 ® § - & ® F§ - «

M - 100

mRural © Semi-urban ®mUrban = Metropolitan ® Rural © Semi-urban = Urban = Metropolitan
100 - 100+
80 -~ 80 -
60 60 -
40 40 -
20 A 20 -+
12 12 12 12 12 12 12 12 12 12 12
SR B 1N S T [N [ 7/ S S S -

4QFY23
1QFY24
2QFY24
3QFY24
4QFY24
1QFY25
2QFY25
3QFY25
4QFY25
1QFY26
2QFY26

Source: RBI, Kotak Institutional Equities

Banks

India Research

jimit.harde-kotak.com



@ KOTAK INSTITUTIONAL EQUITIES 6

Public banks have ~70% of their deposits in household while private banks are at ~50%

I Exhibit 8: Break-up of type of deposits across banks, March fiscal year-ends, 4QFY23-2QFY26 (%)
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About 60% of the overall deposits are with public banks while 35% are with private banks
I Exhibit 9: Break-up of deposits across banks, March fiscal year-ends, 4QFY23-2QF26 (%)
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Share of individual and non-individual broadly unchanged Deposits by individuals growing slower to non-individuals
Exhibit 10: Break-up of deposits (individual and non- Exhibit 11: Growth of deposits (individual and non-individual),
individual), March fiscal year-ends, 4QFY23-2QF26 (%) March fiscal year-ends, 4QFY23-2QF26 (%)
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GB KOTAK INSTITUTIONAL EQUITIES 8

Two-thirds of deposits of individual depositors are with PSU About 50% of non-individual deposits are with PSU banks
banks Exhibit 13: Share of non-individual deposits across banks,
March fiscal year-ends, 4QFY23-2QF26 (%)

I Exhibit 12: Share of individual deposits across banks, March
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Individual deposits are largely with public banks and the shift is lot more gradual in nature
I Exhibit 14: Break-up of deposits by ownership, March fiscal year-ends, 4QFY23-2QF26 (%)
Public banks Private banks Foreign banks
Individual = Non-individual Individual w Nonvindividual Individual = Norrindividual
100 - 100 - 100 -
BO-IIIIIIIIIII N N
60 60 60 1
40 A 40 A 40 A
60 61 61 61 60 61 60 60 59 60 60
20 20 |44 46 46 46 44 46 45 45 44 45 45 20 1
9 8 8 8 8 8 8 8 8 8 8
I I I3 8 8 8L E 8 83 333 gL ey 88 Q3 3 3 3 888 8 8 8
A S o S S S A S o o O o
28I ITXR 289289 2R 28 2LIFe2X
Small finance banks Payment banks Sector
Individual m Norrindividual Individual m Norindividual Individual m Norrindividual

10 - 100 -
{6 0 06 06 0 06 0 0 0 0 0

80 a0 4 80 A

60 - 60 4 60

100 100 100 100 100 100 100 100 100 100 100

40 A 40 40 A
63 68 66 67 65 64 62 62 60 62 60
53 53 53 53 52 53 52 52 51 52 52
20 A 20 20 A
I I I I 8 8- L&Y E L8 § & I 3 R B ¥ 8§ 8 8 ¥ ¥ ¥ S QR W W 9 9
A ggagsgaaugs g3y ITLLLEEs
& & &5 &5 85 &5 5 5 &5 & S [ FE T (T T i (e (N (R (N Ooooooooooooo oo
FT P88 I 2883 %F =& § 2892 IFerR F2LELEE2EL&ETIZR

Source: RBI, Kotak Institutional Equities

Banks

India Research

jimit.harde-kotak.com



@ KOTAK INSTITUTIONAL EQUITIES

Growth in savings a/c deposits has remained sluggish at ~5% yoy

I Exhibit 15: Deposit growth across types of deposits, March fiscal year-ends, 4QFY24-2QF26 (%)
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Savings is lot more distributed as compared to current and term deposits
I Exhibit 16: Break-up of deposits by CASA and term deposits across regions, March fiscal year-ends, 4QFY23-2QF26 (%)
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A largely unchanged trend on the contribution drivers for CASA deposits in recent quarters

I Exhibit 17: Break-up of CASA by ownership of deposits, March fiscal year-ends, 4QFY23-2QF26 (%)
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The only noticeable segment in shift in savings comes from the corporate sector with a greater preference to shift to term deposits

I Exhibit 18: Break-up of CASA deposits across deposits, March fiscal year-ends, 4QFY23-2QF26 (%)
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Seeing better trends in mobilizing deposits for the age profile 40 and above
I Exhibit 19: Break-up of deposits by age profile, March fiscal year-ends, 4QFY23-2QF26
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Growth in SA deposits from working age population lags behind
deposits from that of older depositors

Exhibit 20: Growth in savings a/c deposits by depositor age,
March fiscal year-ends, 4QFY24-2QF26 (%)
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The trend on higher reliance of term deposits in the age cohorts
>60 years continues

Exhibit 21: Growth in term deposits by depositor age, March
fiscal year-ends, 4QFY24-2QF26 (%)
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Banks

Term Deposits: Decelerating trends but the strongest among all

The key takeaways from the term deposit data: (1) Public banks have ~60% share in deposits, but have
lost ~200 bps since 4Q, largely to private banks. Private banks have a higher concentration of deposits
in metropolitan markets compared to public banks. (2) Deposit mobilization by banks continued to be
skewed in the 1-3-year bucket and it continues to rise consistently. (3) There is ~10% point decline in the
7-8% interest rate bucket, suggesting the softening of deposit rates is starting to work through the
deposit book of lenders. We should see deposit rates declining consistently from hereon for the medium
term.

Trends show growth is slowing for term deposits

The overall trends on term deposit mobilization: (1) Share of individuals in the overall term deposits is
marginally similar qoq at ~50% of the overall term deposits. (2) 80% of the overall term deposits comes
from urban/metropolitan market. (3) Private banks are making steady inroads into term deposits. (4)
Trends in average ticket size of term deposits, broadly we see an upward bias of ticket size. 80% of the
overall term deposits is either in Rs0.1-1.5 mn or >Rs10 mn. (5) As highlighted previously, term deposits
are mobilized mostly in the 1-3-year bucket window. The trend of this window being preferred is fairly
uniform across regions. (6) ~50% of the deposits are in the 7-8% interest rate bucket. Note that the
marginal deposit rate for 1-year deposits is in this bucket and the contribution of these deposits is ~65%
of the overall term deposits.

1-3 year remains the preferred source for raising deposits

Consumers continue to show a clear preference for placing deposits in the 1-3-year maturity bucket. As
noted earlier, this is partly driven by the interest rate structure, where limited differentials at the longer
end are discouraging consumers from locking in funds for extended periods. Lenders also favor this
tenor, especially as the introduction of EBLR-linked loans has weakened the traditional linkage between
deposit tenors and loan yields. Since this is the first full cycle under the current interest rate regime, it
may take more time to fully understand the evolving nature of bank liabilities and the implications for
asset-liability management.

Deposit rates have started to move lower across players with higher decline in non-individual deposits

A comparison of current term deposit interest rates and the headline rates offered by banks suggests
that the decline in interest rates for term deposits is gradually underway. The incremental changes in
term deposits is likely to be of a smaller quantum, given the duration of deposits. However, there is likely
to be intense competition to source deposits, especially that is a lot more retail in nature, given the
linkages to LCR. A higher share of non-individual that is non-operational in nature tends to have negative
implications in deploying it.

Lenders have headroom on NIM, as we should see cost of funds declining faster than re-pricing of loans.
Private banks have managed their NIMs through their cuts in savings interest rates, headroom for which
is quite limited from hereon. We are seeing lenders shifting focus back on growth while the trends on
deposit growth is still not healthy. Unlike the last cycle, we see competition to mobilize deposits relatively
high from public banks as well. This would imply that the pressure to show meaningful expansionin NIM
looks unlikely (trends reversing back to 3QFY25).
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A broadly unchanged mix with the share of individuals and non-individuals at ~50% each

I Exhibit 22: Break-up of term deposits, March fiscal year-ends, 4QFY23-2QF26 (%)
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45% of the term deposits from individuals comes from

metropolitan markets

year-ends, 4QFY23-2QF26 (%)

Exhibit 23: Break-up of term deposits (individual), March fiscal
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75% of term deposits from non-individuals comes from
metropolitan markets
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Exhibit 24: Break-up of term deposits (non-individual), March
fiscal year-ends, 4QFY23-2QF26 (%)
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60% of the overall term deposits comes from metropolitan and 20% from urban markets

I Exhibit 25: Break-up of term deposits by region, March fiscal year-ends, 4QFY23-2QF26 (%)
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Individuals have a higher preference for Rs0.1-1.5 mn, while non-individuals’ ticket size is higher at >Rs10 mn
I Exhibit 26: Break-up of term deposits (individual), March fiscal year-ends, 4QFY23-2QF26 (%)
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60% of the deposits is in the Rs1.5-10 mn ticket size

Exhibit 27: Break-up of term deposits (individual), March fiscal

year-ends, 4QFY23-2QF26 (%)

85% of term deposits from non-individuals is higher ticket size

Exhibit 28: Break-up of term deposits (non-individual), March
fiscal year-ends, 4QFY23-2QF26 (%)
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65% of the overall deposits contracted are in the 1-3-year buckets
I Exhibit 29: Break-up of deposits by tenor (total), March fiscal year-ends, 4QFY23-2QF26 (%)
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Term deposit book contracted in metro markets tends to have a shorter duration compared to rural and semi-urban markets

I Exhibit 30: Break-up of deposits by ticket size (total), March fiscal year-ends, 4QFY23-2QF26 (%)
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Re-pricing of deposits toward lower interest rate buckets is getting traction
I Exhibit 31: Break-up of term deposits by interest rate buckets, March fiscal year-ends, 4QFY23-2QF26 (%)
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65% of book is 7% or higher for individual deposits

Exhibit 32: Break-up of term deposits for (individuals), March
fiscal year-ends, 4QFY23-2QF26 (%)
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~65% of book is 7% or higher for non-individual deposits

Exhibit 33: Break-up of term deposits for (non-individuals),
March fiscal year-ends, 4QFY23-2QF26 (%)
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Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of
returns to investors.

For more information related to investments in the securities market, please visit the SEBI Investor Website https://investor.sebi.gov.in/ and the SEBI Saa%thi Mobile App.

Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. Compliance Officer Details: Mr. Hiren Thakkar. Call: 022 - 4285 8484, or
Email: ks.compliance@kotak.com.

Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134057, Telephone No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com /
www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City Road, A K Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 42856825. SEBI Registration No: INZ000200137(Member of NSE, BSE,
MSE, MCX & NCDEX), AMFI ARN 0164, PMS INP000000258 and Research Analyst INH000000586. NSDL/CDSL: IN-DP-629-2021. Compliance Officer Details: Mr. Hiren Thakkar. Call: 022 - 4285 8484, or Email: ks.compliance@kotak.com
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Details of Contact Person Address Contact No. Email ID

Customer Care/ Complaints Mr. Ritesh Shah Kotak Towers, 8th Floor, Building No.21, Infinity Park, Off Western 18002099393 ks.escalation@kotak.com
Head of Customer Care Mr. Tabrez Anwar Express Highway, Malad (East), Mumbai, Maharashtra - 400097 022-42858208 ks.servicehead@kotak.com
Compliance Officer Mr. Hiren Thakkar 022-42858484 ks.compliance@kotak.com
CEQ Mr. Shripal Shah 022-42858301 ceo.ks@kotak.com
Principal Officer (For the purpose of Kotak Securities Limited, 27BKC, 8th Floor, Plot No. C-27, G Block,

Reseaﬁ)’ch Analysi activit\eps) ’ Mr. Kawaljeet Saluja Bandra Kurla Complex, Bandra (East), Mumbai - 400051 022-62664011 ks.po@kotak com

In absence of response/complaint not addressed to your satisfaction, you may lodge a complaint with SEBI at SEBI, NSE, BSE, Investor Service Center | NCDEX, MCX. Please quote your Service Ticket/Complaint Ref No. while raising your
complaint at SEBI SCORES/Exchange portal at https://scores.sebi.gov.in. Kindly refer https://www.kotaksecurities.com/contact-us/ and for online dispute Resolution platform - Smart ODR

Our Investor Charter is your trusted companion, offering essential guidelines to navigate the investment landscape. Discover principles for informed decision-making, risk management, and ethical investing by visiting
https://www.kotaksecurities.com/disclaimer/investor-charter/
Please refer link for regulatory disclosure and terms and conditions as applicable to Research Analyst under SEBI norms. Disclosure of minimum mandatory terms and conditions to clients

jimit.harde-kotak.com
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