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Banks battle worst deposit crunch in at least 20 yrs

(#Yojna IAS

Hend i geent

MUMBAL Banks in India strug-
gled to attract deposits in FY24:
even as credit growth soared.
Data from the Reserve Bank of
India (RBI) showed the credit-
deposit ratio at its highest in at
least 20 years, as loan offtake
nose across categories including
home loans and other loans for
consumption.

At B0%, the credit-deposit or
CD ratio s at its highest since
2005, the earliest period for
which data is available. The CD
ratio indicates how much of a

AT'80%, THE
CREDIT-DEPOSIT
RATIO IS AT TTS
PEAK SINCE 2005

bank's deposit base is being util-
ized for loans. The FY24 data is
upto 22 March, the last fortnight
for the previous fiscal year.
“Customers are chasing high-
return, equity-linked products,”
said Bhavik Hathi, managing
director of consulting firm Alva-
rez and Marsal, adding that the
solid performance of equity mar-
kets in the past few months and

rising financial literacy have
encouraged investors to put in
money into such securities for
higher returns.

Banks hiked deposit rates kast
fiscal year to draw in retail
deposits, as they faced competi-
tion from peers, other invest-
ment avenues, and some shiftin
preferences from financial assets
towards real assets.

The next set of data on credit
and deposit is expected for the
fortnight ending 5 April. Mint
used the aggregate bank credit
data and not just the non-food
data — bank credit after adjust-
ing for loans given to the Food

Corporation of India (FCI) — 1o
calculate the CD ratio.

Experts said high (D ratio
increases the reliance of lenders
on high-cost, bulk deposits,
which may not be part of a
bank's core depositor base.
“Such bulk deposits may also be
prone to higher outflows, which
may pose liquidity risk 1o banks,”
said Anil Gupta, senior vice-
president, cogroup head - finan-
clal sector ratings. lera.

Subha Sri Narayanan,
director, Crisil Ratings said that
in the past few quarters, lenders
have used their excess statutory
liquidity ratio (SLR) holdings,

which supported credit growth
despite the lower deposit
growth. Mint reported in Janu-
ary that banks were liquidating
some investments in sovereign
securities to fund the demand
for loans. SLR is the proportion
of deposits that banks have to
mandatorily invest in approved
securities. The pace of growth of
bank credit surpassed deposit
growth in 2023-24, the data
showed. In 2023-24, while
deposits grew 13.5% to 1204.8
trillion, mon-food credit grew
20.2% to A64.1 trillion as on 22
March. In 2022-23, deposits grew
9.6% and credit, 154%.
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INDIAN BANKS ARE BATTLING THE
WORST DEPOSIT CRUNCH IN 20 YEARS.

Banks in India struggling to
attract deposits in 2023-24.

LOANS / DEBT Economy is Buikding Up
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A. Had 1 3R 2

B. Had 1 3R 3

C. %Had 2 3R 3

D. %ad 1, 2 3R 3

FW - C
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