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Increase in 
RWA as % of 
Total RWA 

Decline in 
CET-1  
(in bp) 

Large PVBs 
 

HDFCB 4.3% -71.6 

ICICIBC 4.4% -64.3 

Axis 3.9% -55.1 

Kotak 2.7% -54.0 

IIB 2.1% -34.0 

 
    

 
Mid/Small PVBs 

 
FB** 1.9% -25.6 

IDFCB** 4.3% -55.0 

RBL 5.9% -84.4 

AU SFB 2.9% -59.1 

Bandhan** 1.1% -19.4 

 
    

 
PSBs 

  
SBI** 4.6% -44.0 

BOB** 2.3% -25.7 

PNB# 3.4% -34.1 

CBK** 3.4% -38.6 

UNBK 3.9% -54.6 

INBK 4.6% -53.6 

 
    

 
NBFC 

  
SBIC 25.0% -416.0 

 

 

         
 RBI increases risk weight on consumer loans 

CET-1 to get impacted by 30-85bp; retail growth momentum may moderate 
 

RBI increases risk weight across consumer lending segments by 25% 
The RBI has increased risk weight on CC/PL/consumer durable loans by 25% across 
banks and NBFCs, while segments like Housing, Vehicle, Education, Gold loans and 
MFI will continue to attract the same risk weight. The revised risk-weights will be 
applicable to both new and outstanding loans and will impact capital ratios of 
underlying banks & NBFCs. While the measure is prudential in nature, it will 
impact the capital ratios of lenders and compel them to increase interest rates on 
such products to mitigate the impact on RoE. 
 

Affected consumer credit forms 10-16% of loans for our coverage banks 
The consumer segments, where risk weight has been increased, form 10-16% of 
loans for our coverage banks. The RBI has also increased risk weight for banks 
lending to NBFCs by 25%, excluding loans to housing finance companies (HFCs) 
and loans to NBFCs, which are eligible for classification as priority sector. In our 
calculation, we have thus assumed 40% of NBFC exposure (excluding HFCs), which 
will undergo a revision in risk weight. The move will lead to a 2-5% increase in 
RWA across our coverage banks. 
 

Growth in consumer loans may moderate as banks likely to raise lending 
rates 
Unsecured retail loans have been growing by 20-60% YoY across major lenders 
and have been a cause of concern as highlighted by the regulator in recent 
months. We believe that after the revision in risk weight, lenders could increase 
interest rates on these products to offset the impact on profitability. The cost of 
borrowings for NBFCs will also go up as banks look to increase lending rates while 
higher risk weight leads to higher capital consumption. There have been concerns 
about higher delinquencies in low-ticket personal loans, but clearly the RBI has 
not made any such distinction and has taken measures to curb the growth across 
retail segments.  
 

CET-1 ratio to get impacted by 30-85bp (barring SBI Cards); Healthy 
capitalization level (barring SBIN) remains a comfort 
Our estimates suggest a 30-85bp impact on capital ratios (barring SBI Cards) on 
account of the increase in risk weight (please see Exhibit 7 for details). Our 
calculations suggest the impact to be maximum for RBL/HDFCB/ICICI at 
84bp/72bp/64bp, while SBIC remains the most vulnerable with a 416bp impact. 
Strong profitability and healthy capitalization levels across lenders will cushion the 
impact of this measure. In 2QFY24 results, most lenders suggested that they have 
tightened the underwriting standards and are closely monitoring the risks in the 
retail segment. However, we remain watchful of growth and asset quality trends 
in unsecured retail. Besides, the RBI has also suggested that all lenders should 
review the sectoral exposure limits for consumer credit and put in place board-
approved limits for various retail segments, specifically the unsecured retail. 
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Story in Charts  
 
Exhibit 1: Unsecured/Retail loans for the industry grew 28%/29% YoY in 2QFY24 

 
Source: MOFSL, Company 

 

Exhibit 2: Credit Card growth remained in fast lane for most 

PVBs 

 
Source: MOFSL, Company 

 

Exhibit 3: PL grew at accelerated pace 

 
Source: MOFSL, Company 

 
Exhibit 4: PayTM disbursements showed strong traction for PL & Unsecured loans 

 

 

Source: MOFSL, Company 
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Exhibit 5: Most banks see an increase of 2-5% in RWA 

 
# - Data for PNB’s PL loan on assumed basis, ** NBFC non-HFC 

exposure assumed at 40% of total exposure  

Source: MOFSL, Company 

Exhibit 6: Most banks see a decline of 30-85bp in CET-1 ratio 

 
# - Data for PNB’s PL loan on assumed basis, ** NBFC non-HFC 

exposure assumed at 40% of total exposure   

Source: MOFSL, Company 

 
Exhibit7: Overview of our calculations for CET-1 impact for banks under our coverage (INR m) 

 

Total % of 
Loans 

impacted Total Loans 
as a % of total 

assets 

Increase in 
RWA as % of 

Total RWA 

RWA/Total 
Assets - 
Revised 

CET-1 Ratio - 
Existing 

New CET-1 
Ratio 

Decline in 
CET-1 (in bp) 

Banks 
 

   
    Large PVBs 

        HDFCB 16.1% 2,33,12,329 63.6% 4.3% 66.39% 17.30% 16.584% -71.6 

ICICIBC 19.0% 1,11,05,421 70.1% 4.4% 73.18% 15.26% 14.617% -64.3 

Axis 15.7% 89,73,470 67.0% 3.9% 69.63% 14.56% 14.009% -55.1 

Kotak 15.4% 34,82,841 93.8% 2.7% 96.31% 20.60% 20.060% -54.0 

IIB 9.4% 31,54,541 73.3% 2.1% 74.86% 16.33% 15.990% -34.0 

            

Mid/Small PVBs 
        FB** 6.7% 19,28,167 58.9% 1.9% 60.05% 13.79% 13.534% -25.6 

IDFCB** 18.8% 17,91,730 75.0% 4.3% 78.15% 13.49% 12.940% -55.0 

RBL 27.7% 7,63,242 72.1% 5.9% 76.33% 15.15% 14.306% -84.4 

AU SFB 9.8% 6,41,685 56.5% 2.9% 58.15% 21.00% 20.409% -59.1 

Bandhan** 4.4% 10,20,277 68.5% 1.1% 69.20% 18.23% 18.036% -19.4 

            

PSBs 
        SBI** 15.9% 3,34,51,673 49.3% 4.6% 51.54% 9.94% 9.500% -44.0 

BOB** 6.8% 99,79,948 48.8% 2.3% 49.94% 11.57% 11.313% -25.7 

PNB# 11.0% 88,99,199 47.3% 3.4% 48.93% 10.23% 9.889% -34.1 

CBK** 9.5% 89,23,101 43.1% 3.4% 44.64% 11.58% 11.194% -38.6 

UNBK 11.5% 80,36,226 45.0% 3.9% 46.80% 14.57% 14.024% -54.6 

INBK 13.9% 47,06,266 47.9% 4.6% 50.09% 12.07% 11.534% -53.6 

            

NBFC         

SBIC 100.0% 4,35,565 86.4% 25.0% 108.05% 20.80% 16.640% -416.0 

# - Data for PNB’s PL loan on assumed basis, ** NBFC non-HFC exposure assumed at 40% of total exposure  Source: MOFSL, Company 
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Investment Rating Expected return (over 12-month) 
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SELL < - 10% 
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UNDER REVIEW Rating may undergo a change 
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Registration details of group entities.: Motilal Oswal Financial Services Ltd.  (MOFSL): INZ000158836 (BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-2015; Research 
Analyst: INH000000412 . AMFI: ARN .: 146822. IRDA Corporate Agent – CA0579. Motilal Oswal Financial Services Ltd.  is a distributor of Mutual Funds, PMS, Fixed Deposit, 
Insurance, Bond, NCDs and IPO products. 
Customer having any query/feedback/ clarification may write to query@motilaloswal.com. In case of grievances for any of the services rendered by Motilal Oswal Financial Services 
Limited (MOFSL) write to grievances@motilaloswal.com, for DP to dpgrievances@motilaloswal.com. 

 


