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Please refer to the disclaimer towards the 

end of the document. 

 Key Points 

 As indicated earlier by the RBI with respect to its concern for high growth in certain components 

of consumer credit (mainly small ticket unsecured loans, which includes borrowers who have taken 

more than one loan at a time) and increased dependency of NBFCs on bank borrowings, the 

regulator has introduced the following measures to control any major asset quality risks that may 

arise for lenders in future  – (1) Risk weights on consumer credit exposure (outstanding and new) 

of commercial banks, (which mainly includes personal loans and excludes housing loans, 

education loans, vehicle loans and gold loans) have been increased from 100% to 125%. (2) RWA 

on consumer credit of NBFCs (largely personal loans and excludes most secured assets/MFI 

loans) has been increased from 100% to 125%. (3) RWA on credit card exposures of 

banks/NBFCs increased from 125%/100% to 150%/125%. (4) RWA on bank loans to NBFCs to 

see 25% increase, in case of loans rated A and above where the RWAs are below 100% (5) Top 

up loans on movable assets to be treated as unsecured credit.  

 Our View - While we expect banks to see some slowdown in growth in PL/Cards/NBFC segments, 

the impact will vary across lenders, depending on their capital position, exposure to consumer 

credit/NBFC segment and the credit filters that they have in place. As per our rough calculations 

on the impact of an increase in risk weights on personal loans and loans to NBFCs, we see a 

decline of 22-96bps in the CET-1 of 15 banks under our coverage. However, considering that most 

private banks have excess CET-1 capital ratio of 5.3-13.5% and have seen an improvement in 

asset quality, they may not need to raise equity capital immediately to fund their growth plans. In 

the case of PSU banks, where the capital buffers are relatively lower than private sector banks, 

the decrease in CET-1 is estimated at 45-74bps. The negative impact of these guidelines will be 

felt more in the NBFC/fintech space in the form of a slowdown in consumer credit growth and 

increased cost of funds due to expectation of the banks to cut down lending to the NBFC space, 

leading to the latter borrowing more from debt markets.  
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Exhibit 1: Calculations on Impact of Risk Weights Increase on Personal Loans / Loans to NBFCs 

Particulars (Rs mn) 
Personal 

Loans 
Credit 
Cards 

Loans to 
NBFC/HFC 

A and 
Above 
Rated 

NBFCs*** 

Loan Book 

% of Loan 
Book 

Estimated to 
be Impacted 

CET-1 
(%) 

Excess 
CET-1 

(%) 

Impact of 
RWA 

Increase on 
CET-1 (bps) 

Banks                   

HDFC Bank* 1786910  909070  3030829  2727746  23546330            23.0  17.2 9.2 -96 
ICICI Bank 1044280  432300  837490  753741  11105420            20.1  15.2 7.2 -63 
Axis Bank 611680  358480  519322  467390  8973470            16.0  13.3 5.3 -49 
Kotak Mahindra Bank** 178620  125970  233181  209863  3482840            14.8  20.3 12.3 -50 
IndusInd Bank 67950  94620  87356  78620  1723000            14.0  16.3 8.3 -28 
Bandhan Bank -   -                     -   -   -                 -   18.2 10.2               -   
Federal Bank 32320  23080  231046  207942  1959680            13.4  14.1 6.1 -51 
RBL Bank -   185720  68533  61679  763240            32.4  14.6 6.6 -94 
DCB Bank 188  13047  33376  30038  372760            11.6  14.3 6.3 -50 
City Union Bank 10105  -   11663  10497  436881              4.7  21.3 13.3 -31 
State Bank of India 4360200  -   5707423  5136681  34112520            27.8  10.2 2.2 -74 
Bank of Baroda 256180  -   1062640  956376  10245010            11.8  11.6 3.6 -45 
Punjab National Bank 198680  -   1238430  1114587  9417210            13.9  10.2 2.2 -45 
                    

Small Finance Banks                   

AU Small Finance Bank 7440  22650  25470  22923  650290              8.2  21.0 13.5 -50 
Equitas Small Fin. Bank -   -   10420  9378  312290              3.0  20.7 13.2 -22 

Source: Company Presentation, Basel III Disclosures, Nirmal Bang Institutional Equities Research 

*As HDFC Bank does not disclose its outstanding credit card loans separately, we have assumed major part of its payment business loans to comprise of 
credit cards. 

**In case of Kotak Bank, PL, BL and consumer durable loans are clubbed together in the loan classification 

***In absence of data on loans to A and above rated NBFCs, we have assumed such loans to be 90% of banks NBFC exposure. 
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Loans included/excluded as per this RBI circular on increase of risk weights on 
consumer credit/loans to NBFCs 

 Microfinance loans are outside the scope of this RBI circular, as banks follow regulatory retail 

guidelines for this segment, where there has been no change in risk weights.  

 Risk weight increase is applicable to consumer LAP (for personal use). But due to banks not 

classifying it separately in their respective loan break-ups, this has not been included 

separately in our above calculations. 

 In case of banks giving loans to NBFC/HFCs under on-lending model, the loans qualifying for 

banks’ PSL requirements, are excluded from the scope of this circular.  

 Loan against shares taken by individuals comes under the classification of consumer credit, 

but as we seek more clarity on this from banks if this circular will impact LAS, we have 

excluded same in our above calculations.   

 

Exhibit 2: NBIE Banks/Gold NBFCs Coverage Universe 

Banks CMP 
Mcap 

 (Rs bn) 
TP 

(Rs) 
Rating 

P/ABV RoA RoE 

FY23 FY24E FY25E FY23 FY24E FY25E FY23 FY24E FY25E 

HDFC Bank 1,507 11,434 1,994 Buy 3.0 2.7 2.4 1.9 2.0 2.0 17.0 17.5 17.1 

ICICI Bank 936 6,559 1,298 Buy 3.4 3.0 2.6 2.1 2.4 2.4 17.2 18.9 19.2 

Federal Bank 150 365 176 Buy 1.5 1.3 1.2 1.3 1.3 1.4 14.9 15.2 15.6 

Axis Bank 1,026 3,164 1,181 Buy 2.6 2.2 1.8 0.8 1.8 1.9 8.0 18.3 18.4 

RBL Bank 254 153 303 Buy 1.2 1.1 1.0 0.8 1.0 1.2 6.7 9.0 11.2 

Kotak Mahindra Bank 1,772 3,522 2,182 Buy 4.2 3.7 3.2 2.4 2.5 2.5 14.1 14.9 15.1 

Bandhan Bank 223 359 240 Accum. 2.0 1.8 1.5 1.5 2.2 2.3 11.9 17.2 18.3 

Equitas Small Finance Bank 98 110 121 Buy 2.2 2.0 1.7 1.9 2.0 2.1 12.2 15.1 17.4 

Indusind Bank 1,499 1,166 1,687 Buy 2.2 2.0 1.7 1.7 1.9 2.0 14.4 15.7 17.2 

State Bank of India 584 5,216 714 Buy 1.7 1.4 1.2 1.0 1.1 1.2 16.5 18.7 18.5 

Bank of Baroda 198 1,026 238 Buy 1.1 0.9 0.8 1.0 1.1 1.1 15.3 16.6 16.7 

City Union Bank 147 109 148 Accum. 1.5 1.3 1.2 1.5 1.5 1.6 13.3 13.7 14.4 

DCB Bank 114 36 145 Buy 0.8 0.8 0.7 1.0 1.0 1.0 10.8 11.6 12.6 

AU Small Finance Bank 730 488 740 Accum. 4.5 4.0 3.4 1.8 1.7 1.7 15.4 14.4 15.2 

Punjab National Bank 80 877 78 Accum. 1.1 0.9 0.8 0.2 0.5 0.6 2.7 6.8 9.3 

Muthoot Finance 1,322 531 1,527 Buy 2.6 2.3 1.9 4.9 5.3 5.6 17.6 18.2 19.0 

Manappuram Finance 160 136 177 Buy 1.5 1.2 1.0 4.1 4.9 4.6 16.7 20.2 19.5 

Source: Company Presentation, Basel III Disclosures, Nirmal Bang Institutional Equities Research 
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DISCLOSURES 

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. 
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. 
INH000001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in 
cash and derivatives segments.  

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at 
times, have different or contrary views on stocks and markets. 

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing 
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. 
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the 
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership 
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research 
report. 

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities 
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any 
compensation or other benefits from the company covered by Analyst or third party in connection with the research report. 
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged 
in market making activity of the subject company. 

Analyst Certification: I, Rati J Pandit, research analyst and Debesh Agarwala, research associate, the authors of this report, 
hereby certify that the views expressed in this research report accurately reflects my/our personal views about the subject 
securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, 
or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.  The analyst is 
principally responsible for the preparation of this research report and has taken reasonable care to achieve and maintain 
independence and objectivity in making any recommendations. 
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is 
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in 
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation 
and particular needs of the reader.  

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or 
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any 
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients 
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a 
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject 
NBEPL & its group companies to registration or licensing requirements within such jurisdictions. 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. 
NBEPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error 
in the information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, 
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.  

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications 
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its 
clients, and would be happy to provide information in response to specific client queries.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether 
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. 
The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional 
risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect 
the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of 
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication 
in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages 
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the 
information contained in this report.  

Copyright of this document vests exclusively with NBEPL.  

Our reports are also available on our website www.nirmalbang.com 

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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