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Bank loans to NBFCs and other personal loans moderate

SECTOR UPDATE SCB’s gross non-food credit growth Nov’23: Unsecured Retail still strong, Weakness in
Infra credit. Overall bank credit growth momentum improved to 20.6% yoy (16% yoy ex-
Industry Banking merger) with non-food credit growth of 21% yoy (16% yoy ex-merger). This was led by
continued momentum in retail credit growth of 30% yoy (18.6% yoy ex-merger) and
Banking coverage - rating and target price improvement in services credit growth to 25% yoy (22% yoy ex-merger) which was offset
CMP TP by tepid industrial credit growth of 6.6% yoy (6% yoy ex-merger).Share of Industrial credit
(Rs) (Rs) in total non-food credit continued to decline and was at 23.9% (ex-merger) as of Nov’23
(vs 25% in FY’23 and 28-29% levels in FY19 and FY20) while the share of retail credit
remained elevated at 31% in Nov’23 (vs 25-26% levels in FY19 and FY20). 2 key highlights
AXIS BUY 1,100 1,125 were (i) growth moderation in bank loans to NBFCs (21.5% yoy vs 30% average growth
in FY23) and other personal loans (21.7% vs 24-25% levels in FY23) likely on the back of
ICICI BUY 998 1,125 RBI’s increase in risk weights (recent note) to curb unsecured credit growth (ii) strong
growth in commercial real estate and housing finance sector reflected in 20% yoy
SBI BUY 642 692 growth in non-PSL housing loans (ex-merger), on a strong base, (vs 4% yoy growth in PSL
housing and 15% yoy in overall housing loans). Commercial real estate financing
registered 16% yoy growth (ex-merger) vs 11% in 1Q’24 and FY23.

Company Rating

HDFCB BUY 1,708 1,870

KOTAK HOLD 1904 1,940

INDUSIND BUY 1595 1,640 Retail loan growth aided by Non-PSL housing and unsecured personal loan growth.

Retail loan growth (18.6% yoy ex-merger, 30% yoy otherwise) continues to be led by

FEDERAL HOLD 156 164 unsecured personal loan growth (23.3% yoy ex-merger) while secured loan growth was

Source: Systematix Institutional Research subdued at 16% yoy (ex-merger). Within unsecured loans, both credit card advances
(34% yoy in Nov’'23 vs 28% in Oct’23) and consumer durable credit (+11% yoy in Nov’23
vs 7.7% yoy in Oct’23) saw higher growth due to 1 month push out in festive spends in
2023. On the other hand, growth in other personal loans which have substantial portion
of unsecured loans, moderated to 21.7% yoy vs 22.3% yoy in Oct’23 likely on the back of
RBI’s measures towards curbing unsecured credit growth by increasing risk weights.
Within secured loans, housing loan growth remained weak at 15% yoy (ex-merger)
mainly due to weakness in PSL housing loans (4.3% yoy, ex-merger) which constitute 30%
of total housing loans. However, growth in non-PSL housing continued to improve to 20%
yoy (ex-merger), on a strong base, vs 18% yoy as of Sep’23. The 20%+ yoy growth
momentum in vehicle loans which started in 2HFY23 is sustained so far.

Services credit growth led by strong growth in trade credit and commercial real estate:
Services credit growth improved to 22% yoy ex-merger (vs 21% as of Sep’23) due to
strong growth in commercial real estate credit which grew by 16% yoy (ex-merger)
despite a strong base. While wholesale trade credit growth increased to 21%yoy, retail
trade credit growth was weak at 17% yoy despite November being a festive month.
Growth in bank borrowings by NBFCs which constitutes 36% of services credit, has
moderated to 22% yoy levels in last 2 months (vs 30% average growth in FY23) likely on
the back of RBI action to mitigate systemic risk stemming from higher inter-
connectedness between banks and NBFCs.

Manjith Nair Industrial credit growth dragged down by continued sluggishness in Infrastructure
manjithnair@systematixgroup.in credit. SCB’s Industrial credit growth of 6.6% YoY (6.1% ex merger) was primarily dragged
+91 22 6704 8065 down by continued sluggishness seen in infrastructure credit growth (2.1% YoY) which

. constitutes 36% of industrial credit. On the other hand, credit to commodities registered
Z:::rn;;cﬁ::zgasystematixgroup.in strong growth wherein credit to basic metal and metal products increased by +18% yoy,
+91 22 6704 8063 credit to textiles increased by 15% yoy and pick-up in credit to Chemicals (+6% yoy vs O-
3% yoy growth in each of the last 4 months). Credit growth to large corporates remained

Nirali Chhed . .
nilrraalilchhega;)systematixgroup.in sluggish at 3.6% yoy. MSME credit growth also has slowed down to 15.6% yoy vs 20-30%
+91 22 6704 8019 average growth for 2022.

Investors are advised to refer disclosures made at the end of the research report.
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Key Charts
Exhibit 1:Unsecured retail credit growth strong and weakness in infrastructure credit growth
(Growth (%) - Y/Y Nov-22 Dec-22 Jan-23 Feb-23 | Mar-23 | Apr-23 | May-23 Jun-23 Jul-23 | Aug-23 Sep-23 Oct-23 | Nov-23
Non-food Credit 16.4 16.7 15.9 16.1 16.3
Ex Merger 15.3 15.9 15.4 16.1 15.6 15.3 15.3
Agriculture & Allied 14.4 14.9 15.4 16.7 16.0 16.8 16.6 16.8 175 18.2
Activities
Industry (Micro & Small,
Medium and Large) 8.7 8.7 7.0 7.0 8.1 6.7 71 6.6
Ex Merger 8.7 8.7 7.0 7.0 6.0 8.1 6.1 6.5 6.1
Micro & Small Industry 13.7 15.2 13.2 13.2 13.0
Medium industry 15.4 18.1 13.5 12.0 19.1 18.9 13.2 12.1 12.0
Large industry 7.0 6.5 5.0 53 6.4 4.3 5.4 6.1
Services 21.3 21.5 20.7 21.6 21.4 23.1 23.6
Ex Merger 21.3 21.5 20.7 21.6 21.4 20.7 21.3 21.9
Transport Operators 18.6 19.1 20.8 21.6
Computer Software 11.0 6.4 6.5 5.2 8.6 9.3
Tourism, Hotels & 33 2.1 24 3.1 36 6.9
Restaurants
Shipping 7.4 -18.3 -16.4 -11.1 -10.8
Professional Services 17.6 15.5 16.4 15.4 19.9 19.5
Trade 16.0 16.8 16.7 17.5 17.5 17.3 17.1 16.2
Wholesale Trade (other 10.7 9.7 12.1 13.0 13.0 126 13.4 118 14.9 1.1
than food procurement)
Retail Trade 21.7 21.8 20.4 22.3 21.8 21.4 19.9
Commercial Real Estate 7.7 7.6 8.5 8.5 9.1 11.3
Ex Merger 7.7 7.6 8.5 8.5 9.1 11.3 12.3
Non-Banking Financial
Companies (NBFCs) 324 31.0 324 29.9 29.2 27.6 25.8 26.3
Housing Finance
Companies (HFCs) 113 77 7:2 3.0
_Public Financial 37.1 38.1 276 | 344 | 330 490 258 286 349
Institutions (PFls)
Other Services 25.2 24.1 235 26.6 23.9 30.3 29.7 28.2
Ex Merger 25.2 24.1 23.5 26.6 19.9 24.1 23.8 22.6
Retail Loans 20.2 20.4 20.4 21.0 20.9
Ex Merger 19.9 20.2 19.4 19.2
Consumer Durables 17.6 30.8 14.2 17.2
Housing (Inc.ludlng Priority 16.6 16.1 15.4
Sector Housing)
Ex Merger 15.4 15.0 15.2 14.3 14.6 15.0 14.5 15.0
Advances against Fixed
Deposits (Including FCNR 30.2 37.4 30.2 33.9 35.4 24.2
(B), NRNR Deposits etc.)
Advances to Individuals 14.0 115 12.0 105 12.9 9.8 5.9 3.8 42 44 4.0
against share, bonds, etc.
Credit Card O/s 29.6 29.2 32.5 29.7 29.9 31.2 30.0 29.9 28.0
Education 15.7 16.0 17.1 18.0 18.3 19.4 19.9 20.2 20.6
Vehicle Loans 22.3 23.4 23.1 22.2 229 21.2
Loans against gold 17.8 20.0 19.7 204 221 23.1 221 20.1 17.3 185
jewellery
Other Personal Loans 25.6 25.8 26.7 26.1 26.0 25.5 24.9
Ex Merger 24.0 23.9 24.0 23.2 24.2 23.2
Food Credit -36.6 -39.1 -39.1 -48.3 -31.7 -35.9 -35.7 -30.1 -32.0
Total Bank Credit growth 16.0 16.3 15.9 16.2
ex merger 15.5 15.9 15.4 15.2 15.2

Source: Company, Systematix Institutional Research
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Exhibit 2: Moderation in bank loans to NBFCs and other personal loans

% YTD Incremental
INR bn Nov-22 Oct-23 Nov-23 % YoY % MoM . contribution Mix
annualized
(%) - Nov-23
Non-food Credit 1,28,956 1,54,060 1,55,803 21% 1.1% 21% 89%
Ex Merger 1,28,956 1,48,195 1,49,997 16% 1.2% 15% 90%
Agriculture & Allied Activities 16,339 19,132 19,312 18% 0.9% 18% 10%
Industry (Micro & Small, Medium and Large) 33,777 35,723 36,009 7% 0.8% 8% 16%
Ex Merger 33,777 35,546 35,832 6% 0.8% 7% 16%
Micro & Small Industry 5,884 6,833 6,895 17% 0.9% 13% 3%
Medium industry 2,533 2,808 2,838 12% 1.1% 8% 2%
Large industry 25,360 26,083 26,276 4% 0.7% 7% 11%
Services 34,005 42,109 42,648 25% 1.3% 23% 30%
Ex Merger 34,005 40,904 41,459 22% 1.4% 18% 30%
Transport Operators 1,760 2,152 2,189 24% 1.7% 21% 2%
Computer Software 242 255 264 9% 3.7% 9% 1%
Tourism, Hotels & Restaurants 682 764 770 13% 0.7% 16% 0%
Shipping 75 66 67 -11% 1.5% 7% 0%
Aviation 245 401 404 65% 0.8% 64% 0%
Professional Services 1,287 1,541 1,559 21% 1.2% 18% 1%
Trade 7,653 9,255 9,108 19% -1.6% 10% -8%
Wholesale Trade (other than food 3,779 4,645 4,574 219% 1.5% 12% 4%
procurement)
Retail Trade 3,873 4,609 4,535 17% -1.6% 8% -4%
Commercial Real Estate 3,118 4,241 4,287 38% 1.1% 49% 3%
Ex Merger 3,118 3,566 3,622 16% 1.6% 18% 3%
Non-Banking Financial Companies (NBFCs) 12,292 14,762 14,938 22% 1.2% 17% 10%
Housing Finance Companies (HFCs) 3,119 3,221 3,045 -2% -5.5% -7% -10%
Public Financial Institutions (PFls) 1,781 1,905 1,907 7% 0.1% 13% 0%
Other Services 6,651 8,671 9,060 36% 4.5% 39% 22%
Ex Merger 6,651 8,289 8,685 31% 4.8% 31% 22%
Retail Loans 38,881 49,993 50,565 30% 1.1% 31% 32%
Ex Merger 38,881 45,516 46,126 19% 1.3% 15% 33%
Consumer Durables 213 222 236 11% 6.3% 19% 1%
Housing (Including Priority Sector Housing) 18,940 25,647 25,941 37% 1.1% 46% 17%
Ex Merger 18,940 21,444 21,772 15% 1.5% 14% 18%
Advances against Fixed Deposits (Includin
FONR (2), NiNR Deposits e':c.) ( & 964 1,140 1,130 17% -0.9% 11% 1%
,:S:\./ances to Individuals against share, bonds, 75 79 78 4% -0.5% 4% 0%
Credit Card O/s 1,823 2,407 2,447 34% 1.7% 29% 2%
Education 911 1,107 1,119 23% 1.0% 23% 1%
Vehicle Loans 4,677 5,532 5,648 21% 2.1% 19% 7%
Loans against gold jewelry 846 1,000 1,003 19% 0.3% 18% 0%
Other Personal Loans 10,431 12,861 12,964 24% 0.8% 19% 6%
Ex Merger 10,431 12,592 12,698 22% 0.8% 16% 6%
Food Credit 522 198 403 -23% 103.3% 153% 11%
Total Bank Credit growth 1,29,478 1,54,258 1,56,206 21% 1.3% 21%
ex merger 1,29,478 1,48,393 1,50,400 16% 1.4% 15%

Source: Company, Systematix Institutional Research
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Exhibit 3: SCB Non-Food credit growth.... Exhibit 4: ...led by strong growth in retail credit
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Exhibit 5: Retail credit led by growth in Non-PSL housing whilst other Exhibit 6: Non-PSL housing growth remains strong, on a high base
personal loans moderate ....
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Exhibit 7: Services credit growth steady as strong growth in CRE... Exhibit 8: ...was offset by weak growth in trade credit
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Exhibit 9: Industrial credit growth dragged.... Exhibit 10: ...by sluggishness in infrastructure credit
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I ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below:
1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report.

2. The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the
month immediately preceding the distribution of the research report.

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report.

4. The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or
services from the company(ies) covered in this report in the past twelve months.
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a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for
distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest)
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe
to the views expressed therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company
shall have no liability arising out of, or in connection with, any such referenced website.

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL
through this presentation.

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment
and tax consultants before taking any investment decisions based on this report.

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors.
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