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Sector View: Attractive  NIFTY-50: 24,719  

Pricing versus opportunity to grow 

The RBI’s recent data (4QFY25) on housing loan growth (~10% yoy) put public 

banks at about 15% yoy and private banks at about 5% yoy. There is a 

combination of factors that includes weaker demand barring large ticket 

loans, pricing pressure (structure of the loan book, which is EBLR-linked) and 

competition (public banks offering lower interest rates) driving the 

differential in loan growth. We still do not see asset-quality concerns driving 

this weakness, and hence, would prefer to remain positive on the space. 

Weakness in growth led by private banks 

The RBI’s recent data on housing loans shows the following: (1) Loan growth of 

10% yoy (Exhibit 1), led by ~5% volume growth and ~5% yoy growth in average 

ticket size (Exhibit 2). (2) The share of public and private banks is similar at 

~50% (Exhibit 3). However, we have seen a slowdown compared to prior-period 

performance for private banks (~5% yoy growth) compared to public banks 

(~15% yoy growth). (3) About 80% of the housing loans are in the Rs1-10 mn 

ticket size by value (Exhibit 4-6), with faster growth in higher ticket-size loans. 

(4) Top 7 states contribute to ~70% of the overall housing loans, with 

Maharashtra contributing 30% of the overall loans (Exhibit 10). Overall, there 

are stable trends on most operating metrics. 

Picking from the conversations: slow demand, pricing and competition pressure 

Discussions with industry players suggest the following. Private banks have 

been slow because (1) the two leading banks, HDFC Bank and Axis Bank, have 

been focused on improving margins over growth. (2) There is a greater 

preference to grow LAP over housing loan, given the margin differential for the 

same level of risk. (3) In a softening rate environment (especially in the early 

part of the rate cycle), EBLR-linked loans re-price faster, and hence, the book is 

less profitable, making it challenging to grow. The differential between public 

banks and private banks is reasonably wide, making it relatively easier for public 

banks to operate. However, this is more cyclical than structural, and hence less 

worrisome at this stage. (4) Asset quality continues to hold up well. Lenders 

have generally chosen to cut back on the riskier part of the loan book in recent 

years as they tightened their credit filters. We remain less worried about this 

portfolio on this issue. Collateral prices are still high compared to loan values 

at an aggregate level, which implies that the ability to liquidate and leverage the 

excess equity in the collateral would keep credit costs lower in the medium term.   

Affordability signals look comfortable 

We look at the housing loan market from three broad perspectives to measure 

affordability. Housing loan interest rates are turning favorable. Income levels 

are still holding up reasonably well when we look at the tax collection data. 

Overall housing prices still look comfortable. We would probably see lenders 

getting a bit more comfortable once there is greater visibility of the profitability 

of these loans and ready to take a bit more risk than before.  
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Housing loan growth has slowed to 10% yoy in recent quarters 

  Housing loan growth, March fiscal year-ends, 2011-26 (%) 
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Source: RBI, Kotak Institutional Equities 

 

There is a slowdown in private banks while public banks have seen most of their growth through higher ticket-sized loans 

  Break-up of housing loans for public and private banks, March fiscal year-ends, 1QFY19-4QFY25 (%) 
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Source: RBI, Kotak Institutional Equities 
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Public banks and private banks have a similar market share at ~50% 

  Break-up of housing loans, March fiscal year-ends, 2QFY18-4QFY25 (%) 
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Source: RBI, Kotak Institutional Equities 

 

~60% of loans outstanding is in the Rs1-5 mn ticket size and 

20% is in the Rs5-10 mn ticket size 

  Break-up of loans outstanding by ticket size, March 

fiscal year-ends, 4QFY14-4QFY25 (%) 
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Source: RBI, Kotak Institutional Equities 
 

 90% of loans (number) are up to Rs 5 mn ticket size; Rs 5-10 mn 

ticket loans are ~6% of total loans issued 

  Break-up of loans accounts by ticket size, March 

fiscal year-ends, 4QFY14-4QFY25 (%) 
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Loan growth slowdown is a lot stronger in the larger ticket-size loans (Rs10-40 mn) ticket size 

  Break-up of housing loan growth by ticket size, March fiscal year-ends, 3QFY16-4QFY25 (%) 
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Source: RBI, Kotak Institutional Equities 

 

Stable trends across regions on housing loan growth 

  Loan growth across regions in housing loans, March fiscal year-ends, 3QFY18-4QFY25 (%) 

Metropolitan Urban Metropolitan

Semi-urban Rural Semi-urban
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West contributes ~40% of the housing loan portfolio, while South contributes ~30% of loans 

  Break-up of housing loans across regions, March fiscal year-ends, 4QFY16-4QFY25 (%) 
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Source: RBI, Kotak Institutional Equities 

 

Slowdown seen in the western regions in the past few quarters 

  Break-up of housing loans across regions, March fiscal year-ends, 4QFY20-4QFY25 (%) 
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Source: RBI, Kotak Institutional Equities 
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Top 7 states, which contribute to 70% of the housing loan portfolio has seen a mixed performance on growth 

  Break-up of housing loan growth across states, March fiscal year-ends, 4QFY16-4QFY25 (%) 

0

8

16

24

32

40

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

Maharashtra

0

10

20

30

40

50

60

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

Karnataka

0

10

20

30

40

50

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

Tamil Nadu

0

12

24

36

48

60

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

Gujarat

0

12

24

36

48

60
4

Q
F

Y
16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

Telangana

0

12

24

36

48

60

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

Uttar Pradesh

0

6

12

18

24

30

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

Kerala

0

6

12

18

24

30

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25
Andhra Pradesh

0

7

14

21

28

35

4
Q

F
Y

16

3
Q

F
Y

17

2
Q

F
Y

18

1
Q

F
Y

19

4
Q

F
Y

19

3
Q

F
Y

20

2
Q

F
Y

21

1
Q

F
Y

22

4
Q

F
Y

22

3
Q

F
Y

23

2
Q

F
Y

24

1
Q

F
Y

25

4
Q

F
Y

25

West Bengal

 

Source: RBI, Kotak Institutional Equities 

 

jimit.harde-kotak.com



 

Banks 

 India Research 

 

  7 
  

 

Private banks have gained market share in most of the states in recent years in the housing loan market 

  Market share across banks, March fiscal year-ends, 2005-25 (%) 

Maharashtra Karnataka Gujarat Telangana

Tamilnadu Uttar Pradesh Andhra Pradesh Delhi
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Ticket size shows higher contribution of lower value accounts 

  Break-up of loan accounts by ticket size, March 

fiscal year-ends, 2004-2025 (%) 
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 Middle and upper ticket size is growing faster 

  Break-up of loans outstanding by ticket size, March 

fiscal year-ends, 2004-2025 (%) 
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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 

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 
Express Highway, Malad (East), Mumbai, Maharashtra - 400097 

18002099393 ks.escalation@kotak.com 

Head of Customer Care Mr. Tabrez Anwar 022-42858208 ks.servicehead@kotak.com 

Compliance Officer Mr. Hiren Thakkar 022-42858484 ks.compliance@kotak.com 

CEO Mr. Shripal Shah 022-42858301 ceo.ks@kotak.com 

Principal Officer (For the purpose of 
Research Analyst activities) 

Mr. Kawaljeet Saluja 
Kotak Securities Limited, 27BKC, 8th Floor, Plot No. C-27, G Block, 
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/ 
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