Credit growth to housing and real estate normalized in
July, a year after the merger impact
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Key takeaways ’[J “

> Non-food credit (excluding the impact of merger of a non-bank with a bank) grew at a faster rate of 15.4%YY
in July after easing to the slowest pace in two years in June at 14%. The latest print was higher than a year
ago in July 2023 at 14.5%.
> Higher year-on-year credit growth in July compared to the previous month was due to base effects, as the
month-on-month momentum turned negative for the first time in a year. The underlying data across key
groups - agriculture, industry, services, and personal loans - reflected a similar trend, except for personal
loans, where the month-on-month momentum remained positive.
> Including the merger impact, year-on-year growth in overall non-food credit eased for the second straight
month from a 13-year high of 21.2% in May. In July, credit growth stood at 13.9%YY, below 17.7% in June.
Few key trends stood out in the latest data:
> There was normalization in credit growth towards certain segments such as housing (within personal
loans) and commercial real estate (within services), as base effects, reflecting the impact of the merger
of a non-bank with a bank in July 2023, faded.
» Consumer credit growth remained below the pre-pandemic trend for the second straight month in
July, but year-on-year credit card outstanding growth accelerated to an eight month high.
» Both data sets, including and excluding merger impact, showed that credit growth to industry hit a 20-
month high at around 10%YY in July. Industry attracts around 23-24% share in total credit.
> Data for June and July shows that excluding the merger impact, housing loan growth has reverted to the pre-
pandemic growth rates seen in end-2019. This bodes well from the perspective of demand for real estate
and the continued potential fillip to the investment cycle that was also seen in FY24. The uptrend in credit
for housing also pushed personal loan growth to a 13-month high.
> However, including the merger impact, personal loan growth was the lowest since May 2022, reflecting the
normalization of base effects, particularly in case of housing.
> Results from the RBI’s latest Bank Lending Survey show that bankers remained upbeat regarding loan
demand in H2-FY25 across major sectors, and expect easy loan terms and conditions to continue. However,
bankers perceive terms and conditions to be relatively less soft for infrastructure sector loans.
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Non-food credit (ex-merger) grew at a faster pace in July

> Non-food credit (excl. impact of merger of a non-bank

with a bank) increased 15.4%YY in July after easing to
the slowest pace in two years at 14% in June. Credit
growth was higher across key groups, with the largest
improvement in contribution to growth from personal
loans. The contribution of personal loans surpassed that
of services for the second straight month. Personal loans
was also the category where the monthly momentum
was positive, unlike other groups where higher year-on-
year growth vis-a-vis June was supported by base effects.
There was fractional uptick in share of incremental credit
to personal loans and agriculture, with the largest
portion continuing to accrue to personal loans. Higher
share of incremental credit towards industry was at the
expense of decline in share towards services.

Including the merger impact, overall credit growth eased
to 13.9%YY in July from 17.7% in June.

Share in incremental non-food credit growth (year-on-year)
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Large industries continued to attract over 60% of incremental creditm

>

In July, the year-on-year growth in non-food credit
towards industry (including the impact of the
merger) was the fastest in 20 months at 10.1%
versus 8.1% in June, and almost double the growth
of 5.2% in July 2023. Excluding impact of the
merger, credit growth towards industry was higher
at 10.2%YY in July 2024 versus 7.7% in June.

Data including the impact of the merger shows that
large industries continued to attract more than 60%

of incremental credit (year-on-year increase),
followed by micro and small, and medium
industries. Compared to July 2023, share of
incremental credit towards large industries

increased, while it moderated in case of the other
two industry types.

Non-food credit including merger impact: industry
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{
Infrastructure continued to top the list in credit flow to industry fH\

» Among industries, infrastructure continued to attract the most share in total credit at 35%, though this was
below 37% in July 2023. The largest portion of incremental credit (year-on-year increase) had been accruing to
infrastructure since January but in July, the balance again titled in favor of the miscellaneous/other group.
There was improvement in flow of incremental credit to chemicals and petroleum relative to their share in July

2023. Within infrastructure, almost half of credit continued to go
to the power sector, followed by roads at one fourth share.

Share in incremental credit to industry
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Normalization in credit growth to real estate as base effects wane W

> Bank credit data incorporated the impact of merger of a

non-bank with a bank from July 2023 that led to a jump
in credit growth in certain segments. This normalized in
July 2024. Thus, including the merger impact, credit
growth to commercial real estate was at 10.6%YY, down
from the average of around 44% in the past one year.
Non-food credit growth to overall services eased to
14%YY in July from 17.4% in June, and was below 23.4%
in July 2023. However, credit growth to NBFCs switched
back to double digits after easing in June. There was
also an improvement in credit growth to trade.

Excluding the merger impact, credit growth to overall
services was a tad higher at 15.4%YY in July versus
15.1% in June. Also, credit growth to commercial real
estate was higher at 24.4% in July, up from 22.8% in June
and 13.4% in July 2023.

Non-food credit including merger impact: services
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Credit growth to housing (thus personal loans) also normalized W

» Including the impact of merger of bank with non-bank, | Non-food credit including merger impact: personal loans
personal loan growth was the lowest since May 2022 at %Yy
. . (o]
15%YY in July, as the merger impact faded from data
. . . 50
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in credit growth to housing that moderated to 13%YY
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Credit card outstanding growth accelerated to eight month high m

Within personal loans, consumer credit includes credit
to: 1) consumer durables 2) personal advances against
fixed deposits 3) credit card 4) other personal loans.

The year-on-year growth in consumer credit saw a slight
uptick compared to June but remained below the pre-
pandemic average of around 17% for the second straight
month. The RBI’s regulatory steps in Nov-2023 to raise
risk weights on unsecured loans have started to weigh
on consumer credit (including the impact of the merger).
In FY23 and FY24, credit growth had averaged 25%.

However, in July, credit card outstanding growth jumped
to an eight-month high of 32.8%YY from 23.3% in June,
mainly due to base effects. The month-on-month
momentum also stayed positive but eased for the third
straight month. There was also an increase in growth of
advances against FDs, and loans for consumer durables.

Credit card outstanding growth jumped in July
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RBI survey shows bankers upbeat on loan demand across sectors W

» Assessment:
> Results from the RBI’s latest round of Bank Lending Survey show that bankers’ assessed loan
demand to have seasonally moderated in Q1-FY25. Demand from the infrastructure sector is
expected to have eased the most, followed by mining and personal loans.
> Bankers assessed that loan terms and conditions remained easy for major sectors in Q1, except
mining. They also noted marginal prudence in terms for retail/personal loans and agricultural credit.

> Expectations:

» Bankers remained optimistic regarding loan demand prospects in Q2-FY25 but there was slight
softening in sentiment due to lower expectations from mining and services sectors. Bankers
anticipate easy loan terms and conditions to continue in Q2, but similar to assessment for Q1,
relatively less softer terms to prevail in case of retail/ personal loans and agricultural credit.

» For Q3 and Q4, bankers remain upbeat regarding loan demand across major sectors. Easy loan
terms are expected to continue in H2-FY24, except for the mining sector. Also, bankers perceive
terms and conditions to be relatively less soft for infrastructure sector loans.
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Annexure: Detailed data available only including merger impact W

» The headline numbers across sectors (industry, Non-food credit: including and excluding merger impact
services, personal loans) are available for both -

. . . . %YY ——Non-food credit == |ndustry
including and excluding the impact of merger of a Services Personal Loans
non-bank with a bank - since July 2023. However, 35

detailed sector-wise data is available across 30

categories only including the impact of the merger,
though there are a few exceptions.

> Sector-wise credit data excluding the impact of
merger is available for these categories and needs
to be interpreted accordingly.
» Services: Commercial real estate
» Personal loans: Housing

Dotted lines show data including merger
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DISCLAIMER:

We are committed to providing completely independent views to help our clients reach a better decision. This document is provided for assistance only and is not
intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document should be construed as investment or financial advice,
and 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.
The intent of this document is not in recommendary nature. The 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. The investment discussed or views expressed may not be suitable for all investors. Trust Group
has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy,
completeness or fairness of the information and opinions contained in this document. The Company reserves the right to make modifications and alternations to this
statement as may be required from time to time without any prior approval. Trust Group, 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 report. Each of these entities
functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document. This report has been
prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of Trust Group. The views expressed are
those of analyst and the Company may or may not subscribe to all the views expressed therein. Neither the Firm, not 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 profits that may arise
from or in connection with the use of the information. This document is being supplied to you solely for your information and may not be reproduced, redistributed
or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose.
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