Credit growth sees slight uptick
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The pace of bank credit growth grew to
9.8 per cent year-on-year (Y-o0-Y) in the
fortnight ended July 11, while deposit growth
remained steady at10.1 per cent. It continued
to outpace credit growth, although the gap
narrowed to 300 basis points, according to
the latest data from Reserve Bank of India
(RBI). In the fortnight ended June 27,
the credit growth stood at 9.46 per cent.

Duringthe same period last year, banking
system credit grew 14 per cent while deposit
grew 11.3 per cent.

In absolute terms, outstanding credit in
the banking system stood at ¥184.63 trillion,
while outstanding deposits were ¥233.25 tril-
lion, as per the latest data. During the fort-
night, credit declined by 323,036 crore, and
deposits fell by 99,909 crore. In the previous
fortnight, outstanding credit and deposits
stood at Y184.83 trillion and ¥234.25 trillion,
respectively. Credit growth has fallen sharply
from the high of around 20 per cent in May
2024. In FY25, the credit growth was 11 per
cent, while deposits grew 10.26 per cent.

In Q1FY26, most large private sector
banks reported tepid loan growth.

HDFC Bank’s — India’s largest private
sector lender— overall advances grew at 6.7
per cent Y-o0-Y, while ICICI Bank’s overall
loanbook grew 11.5 per cent during this time.
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Axis Bank’s advances grew 8 per cent
Y-o-Yinthe quarter.

The deceleration in credit growth has
beensharpinthe pastoneyear, aslendersare
prioritising asset quality amid higher delin-
quencies in unsecured retail, microfinance
business while continuously tightening the
underwriting standards, experts said.

Banksare betting on the upcoming festival
seasontorevive credit demand, supported by
the RBI’s rate cut and the boost in consump-
tion expected from the taxsops announced in
the Union Budget earlier this year.

Rating agencies estimate credit growth
this year (FY26) to be around 11.5 per cent —
12.5 per cent, but there could be some revi-
sion to the projections, as credit demand is
expected to pick up in the second half of
FY26.



