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Broad-based slowdown in credit growth

The Reserve Bank of India (RBI), in its latest print for November 2024, reported an
overall loan growth of 12.1% YoY, coming off from mid-to-high teen growth. Within

MoM, retail, services and Agri drive growth
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segments, agriculture grew 15.1% YoY, services 13.8% YoY, retail 13.4% and industry sub- Sector-wise MoM §, EI g. §
6% YoY. Retail growth continues to remain soft at ~13% (>20% levels earlier). Within break-down (%) E' 5 ? z
retail, with the festival season around, sequential growth picked up in most segments Non-food Credit 04 06 06 1.4
including unsecured retail except for vehicle loans, which saw a MoM decline. Led by Agriculture & Allied Activiies 2.1 1.0 02 0.8
seasonality, the unsecured segment witnessed a sequential traction. With this, retail Industry (Micro & Small, 01 07 09 10
share currently forms ~33% of loans, up from 19.0% in FY15, even as the industry’s retail Medium and Large)

share has plunged to ~22% from 44% in FY15. We observe three MoM trends: 1) the retail Micro & Small Industry 0.9 JEEY 1.9 10
segment improved MoM, likely due to demand in the festival season, 2) low growth Medium industry 18 09 23 14
sustained in lending to non-banking finance companies (NBFCs), housing finance Lf”ge industry g 10 05 10
companies (HFCs) and public financial institutions (PFIs), and 3) the industry segment ser:cesB o Froncad 00 05 08 14
continues to see moderate growth. Overall loan growth seems to be softening, especially in CZ;pf n':el:ﬁ\‘ ;FGC:TG 04 (0.8) (04) 2.5
NBFC's and retail segments. While in-line with our expectations for FY25, we remain Retail Loans 06 05 05 15
watchful of the credit-deposit ratio outcomes. Consumer Durables (0.6) (2.3) (0.9) 4.5

Housing (Including

Retail loan growth improves sequentially; gold loans, an outlier: Retail growth came P”"S”:;Of Hossnl 09 04 08 13
in at 13.4% YoY and 1.5% MoM in November. Unsecured retail growth in consumer Credit Card O/s 10 19 o4 27
durables slowed further to 4.7% YoY from 18-20% and personal loans at ~13.5% have Other Personal Loans 03 00 (02) 27

been softening (post April 2024). Sequentially, there was healthy traction in unsecured Red Highlight : De-growth, Nofe: Growih on merged numbers;

Source: RBI, Elara Securities Research

retail, with consumer durables loans and personal loans up 4.5% MoM and 2.7%,

respectively. With this, unsecured retail formed 31.1% of retail credit and ~10% of overall. Retail loans comprise ~33% of total bank credit

Housing loans grew 12.1% YoY, constituting ~51.0% of retail loans. Vehicular loans grew

at amoderated pace of 7.2% YoY, decelerating 1.8% MoM. One segment that grew sharply
is gold loans, up >60% YoY, on a low base — we see this as a monitorable.
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Overall growth moderates in services; growth in NBFCs softens: Services grew 13.8% Aﬁizzu Al;?vmés 12.8 134 12.2 13.0 12.8 12.7
YoY and 1.4% MoM versus 0.6% in October 2024, given the mixed trend in growth across Industry (MSME
. . I v 443 351 27.0 229 219 218
segments. Interestingly, growth in the NBFC segment slowed further to 5.5%. Within and Large)
NFBCs, the decline was sharper for PFIs than for HFCs. Among other segments, shipping, Services 23.5 267 255 283 27.8 278
Retail Loans 19.4 248 27.6 30.6 32.8 32.8

tourism, professional services and wholesale trade witnessed a sequential slowdown.

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

Industry growth moderates: Industry growth declined further to 5.9% YoY and ~1%
Mo, led by growth across industries. Large industry and micro and small industries
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expanded 1% MoM each, whereas medium enterprises saw better traction at 1.4% MoM.
We monitor industry developments and believe the corporate capex cycle will be key

to bolstering overall growth. Within the industry, traction was better for

Petrochemicals and Mining and within Infrastructure, Ports and Airports saw a pick- e
up. We expect credit growth for the large industry segment to improve once the private Palak Shah
capex cycle picks up, which, we believe, is still some time away.
Peer valuations
) R Mcap CMP TP | Upside P/E (x) P/B (x) ROE (%)

Company Ticker Rating

(INRbn)| (INR)| (INR) (%)| FY25E FY26E FY27E| FY25E FY26E FY27E| FY25E FY26E FY27E
HDFC Bank HDFCB Accumulate | 13,634| 1,783 | 1,898 6 186  17.0 151 25 2.3 21 144 142 144
ICICI Bank ICICIBC Buy 9,061| 1,284| 1,483 16 169 160 145 2.7 2.3 21 171 157 151
State Bank of India  SBIN Accumulate 7,079 793 965 22 8.3 8.4 7.6 13 1.2 1.0 169 146 144
Kotak Mahindra Bank  KMB Accumulate 3,555 | 1,788 | 1,977 11 13.4 150 135 2.0 1.7 15 158 122 121
Axis Bank AXSB Buy 3,317| 1,072| 1,456 36 1.3 102 8.9 1.7 15 13 161 153 151
Bank of Baroda BOB Buy 1,248 241 305 26 6.7 6.8 6.1 1.0 0.9 0.8 156  13.8 137
Punjab National Bank |PNB Accumulate 1,180 103 113 10 7.8 8.3 7.7 1.0 0.9 0.8 140 116 111
IndusInd Bank 118 Buy 755 969 | 1,320 36 8.9 7.2 6.2 11 1.0 0.8 129 143 146
Federal Bank FB Buy 491 200 240 20 124 116 1041 15 13 1.2 127 121 123
Au Small Finance Bank AUBANK  [Buy 424 570 650 14 207 149 121 25 22 18 140 156 165
Bandhan Bank BANDHAN  [Buy 258 160 200 25 6.6 5.8 51 1.0 0.9 0.8 168 163 161
Karur Vysya Bank KVB Accumulate 180 225 242 8 10.1 9.8 8.9 15 1.3 1.2 16.4 14.5 13.9
City Union Bank CUBK Buy 129 174 188 8 118 109 9.7 14 12 11 123 119 120
DCB Bank DCBB Buy 38 121 155 28 6.4 5.4 45 0.7 0.6 0.6 117 122 134

Note: Pricing as on 1 January 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

Share in Share in Credit growth
Sector-wise break-down (INR bn) Nov-23 Oct-24 Nov-24 Credit (%) injcremental .
credit (MoM-%) | YoY (%) MoM (%)

Non-food credit 155,803 172,196 174,579 12.1 14
Agriculture & allied activities 19,312 22,053 22,235 12.7 7.6 15.1 0.8
Industry (micro & small, medium, and large) 36,009 37,743 38,131 21.8 16.3 5.9 1.0
Micro & small industry 6,895 7,498 7,573 4.3 3.2 9.8 1.0
Medium industry 2,838 3,358 3,405 2.0 2.0 20.0 1.4
Large industry 26,276 26,886 27,153 15.6 11.2 3.3 1.0
Services 42,648 47,849 48,539 27.8 28.9 13.8 1.4
Transport Operators 2,189 2,464 2,498 1.4 1.4 14.1 1.4
Computer Software 264 306 313 0.2 0.3 18.5 2.5
Tourism, Hotels & Restaurants 770 797 791 0.5 (0.3) 2.8 (0.8)
Shipping 67 78 75 0.0 (0.1) 11.8 (3.4)
Aviation 404 462 464 0.3 0.1 14.8 0.6
Professional Services 1,559 1,863 1,849 1.1 (0.6) 18.6 (0.7)
Trade 9,108 10,795 10,816 6.2 0.9 18.7 0.2
Wholesale Trade (other than food procurement) 4,574 5,712 5,685 3.3 (1.2) 24.3 (0.5)
Retail Trade 4,535 5,083 5,131 29 2.0 13.1 0.9
Commercial Real Estate 4,287 5,077 5,149 29 3.0 20.1 1.4
Non-Banking Financial Companies (NBFCs) 14,938 15,367 15,753 9.0 16.2 5.5 2.5
HFCs 3,045 3,211 3,222 1.8 0.5 5.8 0.4
PFIs 1,907 1,983 1,968 1.1 (0.6) 3.2 (0.8)
Other Services 9,060 10,642 10,830 6.2 7.9 19.5 1.8
Retail loans 50,565 56,475 57,349 32.8 36.7 13.4 1.5
Consumer Durables 236 236 247 0.1 0.4 4.7 4.5
Housing (including Priority Sector Housing) 25,941 28,718 29,087 16.7 15.5 12.1 1.3
Advances against FD (including FCNR (B), NRNR deposits) 1,130 1,275 1,312 0.8 1.5 16.1 2.9
Advances to individuals against share, bonds 78 91 83 0.0 (0.3) 5.6 (8.7)
Credit card O/s 2,447 2,814 2,890 1.7 3.2 18.1 2.7
Education 1,119 1,303 1,316 0.8 0.6 17.7 1.0
Vehicle loans 5,648 6,164 6,056 3.5 (4.5) 7.2 (1.8)
Loans against gold jewellery 1,003 1,543 1,646 0.9 4.3 64.1 6.7
Other personal loans 12,964 14,330 14,712 8.4 16.0 13.5 2.7

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

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

Exhibit 5: NBFC composition coming off
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Exhibit 7: unsecured retail witnesses growth in Nov-24
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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 largely steady
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Exhibit 9: MoM growth in large industries supported by Petroleum, Mining, Ports and Airports

Share in Share in Credit growth
Large industry-wise break-down (INR bn) Nov-23 Oct-24 Nov-24 Credit (%) il:lcremental .
credit (MoM-%) | YoY (%) MoM (%)
Mining & Quarrying (incl. Coal) 546 501 534 1.4 8.3 (2.2) 6.5
Food Processing 1,804 1,903 1,976 5.2 18.7 9.5 3.8
Sugar 140 172 169 0.4 (0.7) 20.6 (1.5)
Edible Oils & Vanaspati 206 173 203 0.5 7.6 (1.5) 17.1
Tea 61 64 65 0.2 0.2 7.5 1.3
Others 1,397 1,493 1,538 4.0 11.6 10.1 3.0
Beverage & Tobacco 275 313 302 0.8 (2.8) 9.8 (3.5)
Textiles 2,519 2,568 2,595 6.8 6.7 3.0 1.0
Cotton Textiles 989 928 955 2.5 6.9 (3.4) 29
Jute Textiles 42 43 43 0.1 0.1 3.1 1.0
Man-made Textiles 450 474 475 1.2 0.3 5.5 0.2
Other Textiles 1,039 1,123 1,121 2.9 (0.5) 8.0 (0.2)
Leather & Leather Products 122 126 125 0.3 (0.3) 2.3 (1.0)
Wood & Wood Products 229 253 258 0.7 1.3 12.6 1.9
Paper & Paper Products 465 501 512 1.3 2.8 10.2 2.2
Petrol Coal Products & Nucl Fuels 1,362 1,530 1,448 3.8 (21.2) 6.3 (5.4)
Chemicals & Chemical Product: 2,381 2,599 2,633 6.9 8.6 10.6 1.3
Fertiliser 325 315 311 0.8 (0.9) 4.3) 1.2)
Drugs & Pharmaceuticals 783 885 876 2.3 (2.4) 11.9 (1.1)
Petro Chemicals 203 258 304 0.8 11.7 49.4 17.5
Others 1,069 1,141 1,142 3.0 0.3 6.8 0.1
Rubber, Plastic & their Products 878 957 970 2.5 3.5 10.6 1.4
Glass & Glassware 110 125 125 0.3 0.1 13.9 0.3
Cement & Cement Products 621 608 616 1.6 21 (0.8) 1.3
Basic Metal & Metal Product 3,768 4,229 4,282 11.2 13.8 13.7 1.3
Iron & Steel 2,580 3,003 3,046 8.0 11.2 18.0 1.4
Other Metal & Metal Product 1,187 1,226 1,236 3.2 2.6 4.2 0.8
All Engineering 1,939 2,193 2,240 5.9 12.0 15.5 2.1
Electronics 460 499 521 14 5.8 13.2 4.5
Others 1,479 1,694 1,719 4.5 6.3 16.2 1.4
Vehicles, Vehicle Parts & Transport Equipment 1,105 1,136 1,138 3.0 0.4 3.0 0.1
Gems & Jewellery 923 924 870 2.3 (13.9) (5.7 (5.9)
Construction 1,314 1,386 1,421 3.7 8.8 8.1 2.5
Infrastructure 12,804 12,986 13,126 34.4 36.1 2.5 1.1
Power 6,323 6,461 6,520 17.1 15.2 3.1 0.9
Telecommunications 1,458 1,215 1,227 3.2 3.1 (15.9) 1.0
Roads 3,060 3,258 3,332 8.7 19.0 8.9 2.3
Airports 80 81 84 0.2 0.7 5.3 3.6
Ports 74 58 61 0.2 0.8 (17.1) 5.0
Railways 129 112 114 0.3 0.4 (11.6) 1.3
Other Infrastructure 1,681 1,801 1,789 4.7 (3.0 6.4 0.6)
Other Industries 2,846 2,903 2,961 7.8 15.0 4.1 2.0
Industries (Total) 34,709 37,743 38,131 100.0 100.0 9.9 1.0

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
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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
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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.
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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
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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,
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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
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