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Plodding through on expected lines

Our quarterly deep dive into deposits shows deposit growth of 11% yoy, with
private banks marginally ahead. Household deposits grew ~10% yoy. The
quality of deposits still shows higher growth in term deposits (~15% yoy),
with non-individual deposits growing marginally faster (15% yoy) than the
individual (~10% yoy) share of deposits.

Key takeaways on deposit trends

The key takeaways on deposits: (1) Overall deposits grew 11% yoy, with private
banks growing their deposits at 13% yoy and public banks at ~10% yoy (Exhibits
1 and 2). The market share split between public banks and private banks stood
at ~60:35 (Exhibit 3). (2) Households dominate deposits at ~60% (Exhibit 4).
(3) Public banks have ~70% share of their deposits coming from households,
while that for private banks is at 55% (Exhibit 5). (4) There is a marginal shift in
government deposits to private banks, while the share in corporate and
household remains unchanged (Exhibit 6). (5) Private banks have ~85% of their
deposits coming from metro/urban regions, while the same for public banks is
70% (exhibit 7). (6) The share of individual and non-individual deposits was
unchanged at ~50% (Exhibit 8). Individual deposits are higher for public and the
non-individual share is higher for private banks (Exhibits 9, 10 and 11).

CASA and term deposits: Term deposit growth still ahead of CASA

The key takeaways from CASA and term deposits: (1) Current account deposit
grew 9% yoy and savings account deposits grew 5% yoy, while term deposits
grew ~15% yoy; (2) savings deposits are a lot more diversified than current and
term deposits (Exhibit 12); (3) CASA growth was weak in all regions, while term
deposit growth was strong across regions (Exhibit 13); (4) household deposits’
shift to term deposits was higher (Exhibit 14); (5) term deposits saw higher
growth in non-individuals over individuals across regions (Exhibit 15). The age
profile shows better trends for the age profile >40 years (Exhibit 15); (6) public
banks have lost market share in term deposits to private banks since 4QFY23
(Exhibit 20); (7) term deposits for private banks are largely from metro/urban
regions (Exhibit 21); (8) individuals have a preference for Rs0.1-1.5 mn, while
non-individuals are higher at >Rs10 mn ticket size (Exhibits 23, 24 and 25); (9)
65% of the overall deposits contracted are in the 1-3-year buckets (Exhibit 26);
(10) repricing in the 7-8% interest rate bucket (Exhibits 29, 30 and 31) looks
complete.

Growth is in a relatively tight band

We are working through familiar issues at hand where the slow growth in
deposits for private banks has resulted in weak loan growth. Public banks are
defending their share quite well, but they too have had to raise term deposit
rates even if they do not need to mobilize them, given their CD ratios. LCR and
NSFR guidelines give greater emphasis on the quality of deposits that banks
need to mobilize, which implies that the near-term growth is likely to be at these
levels. With a reversal of interest rates, lenders are facing an uncomfortable

decision to cut deposit rates while looking to maintain NIM.
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I Exhibit 1: Deposit growth across banks, March fiscal year-ends, 3QFY19-3QFY25 (%)
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Deposits grew 11% yoy but slowed (base effect) for private banks

@ KOTAK INSTITUTIONAL EQUITIES

6LA40E

Payment Banks

- GCAJ0€E
- GZA40T
FGZAJOL
- ¥CAJ0Y
F ¥ZAJ0E
F ¥ZA40C
F YCAd0L
F ECAJ0Y

Small Finance Banks

€CZAJ0E

- GZAJDE
FGZAJOL

- YZAJ0E

F 7ZAJ0L
- €CAJ0E

F ECAJ0L

F ZCAJDE

F CCA0L

L Lzadoe

Foreign Banks

r SZADE
F v2A40Y
F vzAdDL
F e2AdDT

LZAOY
LZA40L

25
20
15 A
10 A

F 6LAdDE

m Payment

= RRB mSFB

Foreign

S
S
q
S
S
S
<
S
g
q
S
G

m Private

PSU

85
8G9
89
65
65
09
L9
L9
65
09
09
09
09
L9
L9
L9
9
29
€9
9
€9
€9
€9
€9
99
99
L9
L9
89
69

80
60

100

A largely unchanged market share between public banks and private banks in recent quarters
I Exhibit 2: Market share of deposits across banks, March fiscal year-ends, 1QFY18-3QFY25 (%)

Source: RBI, Kotak Institutional Equities
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Market share of deposits remains largely unchanged

Households dominate banking deposits at ~60%

Exhibit 3: Market share of deposits across banks, March fiscal

year-ends, 4QFY23-3QFY25 (%)

Exhibit 4: Market share of deposits across banks, March fiscal

year-ends, 4QFY23-3QFY25 (%)
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Households dominate the overall deposits but growth has been slow
I Exhibit 5: Break-up of deposits by ownership across banks, March fiscal year-ends, 4QFY23-3QFY25 (%)
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About 60% of the overall deposits are with public banks, while 35% are with private banks

I Exhibit 6: Break-up of deposits across banks, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Private banks have ~85% of their deposits coming from metro/urban regions with a higher share from metro regions
I Exhibit 7: Break-up of deposits by regions for various banks, March fiscal year-ends, 4QFY23-3QFY25 (%)
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The share of individual and non-individual has broadly remained unchanged in the past few quarters

Exhibit 8: Break-up of deposits across banks between individual and non-individual deposits, March fiscal
year-ends, 4QFY23-3QFY25 (%)
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Exhibit 9: Share of individual deposits across banks, March

fiscal year-ends, 4QFY23-3QFY25 (%)

Exhibit 10: Share of non-individual deposits across banks,

March fiscal year-ends, 4QFY23-3QFY25 (%)
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Individual deposits are largely with public banks and the shift is lot more gradual in nature

I Exhibit 11: Break-up of deposits by ownership, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Savings is a lot more distributed as compared to current and term deposits

I Exhibit 12: Break-up of deposits by CASA and term deposits across regions, March fiscal year-ends, 4QFY23-3QFY25 (%)
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A largely unchanged trend on the contribution drivers for CASA deposits in recent quarters

I Exhibit 13: Break-up of CASA by ownership of deposits, March fiscal year-ends, 4QFY23-3QFY25 (%)

Current account deposits Savings account deposits
B Government m Corporate = Financial =~ Household ® Others B Government m Corporate © Financial = Household m Others
T W B B E W T = = W W m N .
80 135> -3 3 37 363 35 35 80 -
60 4 60 A
W 81 [0 g0 g0 A1 80 80 81 81 80 8 8 8
40 A 40 1
20 20 1
_ i 2] < <t <t < fo] w o) _ i [42] < < < < To] o) To]
o~ o~ N N o~ o~ o~ N N N N N N N N N
> > > > > > > > > > > > > > > >
[T [T L L L L [T L L L L L L L L L
o o o o o o o o o o o o o o o o
< — N ™ < — N [40) < — N [e0) < — N ™
Term deposits Total deposits
B Government ® Corporate © Financial = Household m Others B Government ® Corporate © Financial © Household ® Others
100 A 100~
B B B B BB B B H EH B B B B BE
80 4 80 -
55 55 55 54 54 54 54
60 | 55 60 | 61 61 61 61 60 61 60
40 4 40 1
6 6 6
20 A 20 A
— i [42] < <t <t < w Te] w i i [92] < < < < To] w
N N N N N N N N N N N N N N N
> > > > > > > > > > > > > > >
[N L L L L L L L L L L L L L w
o o o o o o o o o o o o o o o
< — I3 [} < — Y ™ < - I3 ™ < — 3¢

Source: RBI, Kotak Institutional Equities

Banks

India Research

jimit.harde-kotak.com



@ KOTAK INSTITUTIONAL EQUITIES

The only noticeable segment in shift in savings comes from the corporate sector with a greater preference to shift to term deposits

I Exhibit 14: Break-up of CASA deposits across deposits, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Seeing better trends in mobilizing deposits for the age profile 40 and above

I Exhibit 15: Break-up of deposits by age profile, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Banks

Term deposits dominate growth of deposits

The key takeaways from the term deposit data, which has remained largely unchanged in the past
quarter: (1) Public banks have ~60% share in deposits and have grown their book at 12% yoy, while
private banks have ~35% market share and have grown by 17% yoy. SFBs have a relatively lower share
of ~1% but have grown by ~30% yoy. Private banks have a higher concentration of deposits in
metropolitan markets compared to public banks. (2) Deposit mobilization by banks remained skewed in
the 1-3-year bucket and it continues to rise consistently. (3) There is a ~10 percentage point increase in
the 7-8% interest rate bucket, suggesting we are at peak headline deposit rates.

Unchanged trends on term deposit mobilization

The overall trends on term deposit mobilization are not showing any major deviation to previous trends:
(1) The share of individuals in the overall term deposits is sequentially flat 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) Trend on average ticket size of term deposits
and broadly we see an upward bias of ticket size. About 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) 65%
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 exhibit a preference to place deposits in the 1-3-year category. As highlighted previously, a
part of it can probably be explained by the interest rates offered where the interest rate differential is
probably pushing back consumers in placing longer term deposits. Lenders are also lot more
comfortable in this bucket, given that the linkages to loan yields are getting broken with the introduction
of EBLR-linked loans. This is the first cycle of the current interest rate regime, and we perhaps need a bit
longer to understand the implications of the nature of liabilities that is getting originated by banks.

Deposit rates have peaked but we wait for a reversal in rates from hereon

The comparison of current term deposit interest rates and the headline rates offered by banks suggests
that we are at peak deposit rates for the system. Lending rates have started to re-price downward as
banks have started to transmit the recent rate cut. However, we are yet to see lenders changing their
deposit rates. Recent conversations with lenders suggest that the earliest we are likely to see headline
rates reducing would be in TQFY26. Given the maturity profile of the book, we should see NIM coming
under a bit of pressure in THFY26.

A broadly unchanged mix with the share of individuals and non-individuals at ~50% each

I Exhibit 16: Break-up of term deposits, March fiscal year-ends, 4QFY23-3QFY25 (%)
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45% of the term deposits from individuals comes from
metropolitan markets

75% of term deposits from non-individuals comes from
metropolitan markets

I Exhibit 17: Break-up of term deposits (individual), March fiscal I Exhibit 18: Break-up of term deposits (non-individual), March

year-ends, 4QFY23-3QFY25 (%)
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60% of the overall term deposits comes from metropolitan and 20% from urban markets
I Exhibit 19: Break-up of term deposits by region, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Public banks have lost ~200 bps in TD market share largely to private banks since 4QFY23
I Exhibit 20: Market share of term deposits across banks, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Private banks have a much larger presence in urban and metropolitan markets compared to public banks

I Exhibit 21: Break-up of deposits by regions and bank-wise, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Public banks have a marginally better deposit mix compared to private banks

I Exhibit 22: Break-up of deposits by regions and bank-wise, March fiscal year-ends, 4QFY23-3QFY25 (%)
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Individuals have a higher preference for Rs0.1-1.5 mn while non-individuals are higher at >Rs10 mn ticket
size

I Exhibit 23: Break-up of term deposits (individual), March fiscal year-ends, 4QFY23-3QFY25 (%)
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60% of the deposits is in the Rs1.5-10 mn ticket size

I Exhibit 24: Break-up of term deposits (individual), March fiscal

year-ends, 4QFY23-3QFY25 (%)
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85% of term deposits from non-individuals is higher ticket size

Exhibit 25: Break-up of term deposits (non-individual), March
fiscal year-ends, 4QFY23-3QFY25 (%)
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The proportion of 1-3 year term deposit book is nearly similar for public and private banks at ~70%

I Exhibit 26: Break-up of term deposits by maturity across banks, March fiscal year-ends, 4QFY23-3QFY25 (%)
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65% of the overall deposits contracted are in the 1-3-year buckets

I Exhibit 27: Break-up of deposits by tenor (total), March fiscal year-ends, 4QFY23-3QFY25 (%)
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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 28: Break-up of deposits by tenor, March fiscal year-ends, 4QFY23-3QFY25 (%)
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We are closer to the end of the re-pricing of term deposits with ~65% of the book at marginal deposit rate
I Exhibit 29: Break-up of term deposits by interest rate buckets, March fiscal year-ends, 4QFY23-3QFY25 (%)
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60% of book is 7% or higher for individual deposits ~65% of book is 7% or higher for non-individual deposits

Exhibit 30: Break-up of term deposits for (individuals), March Exhibit 31: Break-up of term deposits for (non-individuals),
fiscal year-ends, 4QFY23-3QFY25 (%) March fiscal year-ends, 4QFY23-3QFY25 (%)
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Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

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: U99999MH1994PLC134051, 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 18002099393 ks.escalation@kotak.com
Head of Customer Care Mr. Tabrez Anwar Park, Off Western Express Highway, Malad (East), 022-42858208 ks.servicehead@kotak.com
Compliance Officer Mr. Hiren Thakkar Mumbai, Maharashtra - 400097 022-42858484 ks.compliance@kotak.com
CEQ Mr. Shripal Shah 022-42858301 ceo.ks@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

jimit.harde-kotak.com
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