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Bank deposits gain pace in 
Q1 even as loan growth lags

Surplus liquidity in Q1FY26 is also expected to have aided deposit flows for banks 

Anshika Kayastha & Abirami Sekar

MUMBAI

D
eposit growth at banks 
picked up pace in the first 
quarter (April-June) of the 
current financial year, 
even as credit growth con-

tinued to be sluggish, initial business 
updates show.

Of the lenders that have declared 
their initial Q1 updates so far, year-on-
year deposit growth nearly matched or 
outpaced loan growth for most private 
banks and Punjab National Bank, 
growing 8-16% for commercial banks 
and 19-31% for small finance banks.

On the other hand, loans grew 5-15% 
for most banks and 11-18% for small 
finance banks. In Q4, on-year loan 
growth for most large banks was in the 
range of 12-22%. 

YES Bank and CSB Bank were the 
outliers in Q1FY26. YES Bank saw 
muted growth for both loan and depos-
its, with loans growing 5% and deposits 
4%. CSB Bank saw loans growing 32% 
on year and deposits at 20%.

However, public sector banks such 
as Bank of Baroda, Bank of India, 
Indian Bank and Bank of Maharashtra–
which have largely been comfortable 
on deposit mobilization over the 
past year–saw on-year growth in 
loans outpacing deposits. Loan 
growth for these lenders was in the 
range of 11-14% whereas deposits 
were 8-10% higher on year.

Typically, the first quarter of a 
financial year sees slower loan and 
deposit growth for lenders, due to 
cyclical factors and the large base in 
Q4–where growth tends to be higher. 
However, Q4 FY25 was a weak quarter 
for banks because of a significant slow-
down in unsecured and small ticket 
retail lending owing to concerns 

around rising stress. Q4 also saw sec-
tor-wide issues in microfinance portfo-
lios.

Banks are also likely to have gone 
slower on lending in Q1–a strategy con-
tinued from Q4 FY25–as they braced 

for the impact of the successive rate 
cuts by the Reserve Bank of India and 
tried to minimize the impact on their 
margins.

“Q1 FY26 is set to be a tough quarter 
for banks. The market largely expects 

results to be weak across the space. We 
expect NIM (net interest margin) com-
pression of 10-15 basis points for 
banks,” Macquarie Research said in a 
note dated 2 July.

“System loans and deposits data sug-

gest q-o-q numbers so far have been flat. 
On a y-o-y basis, system loan growth has 
been sub-10% and deposit growth a tad 
above 10%. Hence, we expect loan 
growth to be weak y-o-y,” the note said.

RBI cut the key policy rate by 25 bps 

each in February and April. This was 
followed by a 50-bps cut in June, lead-
ing to a sharp 100 bps drop in rates 
within five months. 

Given that banks are required to 
price all floating rate retail and MSME 
loans as per an external benchmark–
typically the policy repo rate–transmis-
sion of rate cuts is usually faster on the 
lending side compared with deposit 
rates which take 3-6 months to reprice. 
Around 40% of bank loans are esti-
mated to be linked to the external 
benchmark. This has led to pressure on 
banks’ margins as their average yield 
on advances drops faster than the over-
all cost of funds.

On the other hand, surplus liquidity 
in the banking system in Q1 FY26 is also 
expected to have aided deposit flows 
for banks as amid a falling rate scenario, 
money market rates tend to fall faster 
than deposit rates, nudging savers to 
shift their funds from alternative 
investments to short-term deposits.

The country’s largest private sector 
lender, HDFC Bank, saw its advances 
grow 6.7% in Q1 and deposits grow 
much faster at 16.2%. The bank has been 
consciously growing loans slower than 
deposits to improve its credit-deposit 
(CD) ratio, which took a hit following 

the merger of erstwhile parent 
HDFC Ltd with the bank. The CD 
ratio or loan-to-deposit ratio (LDR) 
of the bank declined from 96.5% in 
Q4 FY25 to 95.1% in Q1 FY26, a 
sequential improvement of 140 bps.

The bank had previously said 
that while its loans grew slower 
than the industry in FY25, they 

should grow largely in tandem with the 
sector in FY26 before outpacing sector 
growth in FY27, allowing the bank to 
start gaining market share FY27 
onwards.
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MOST private banks 
and Punjab National 
Bank saw deposit 
growth outpace loan 
growth in Q1

THE credit growth 
grew 5-15% for 
most banks and 
11-18% for small 
finance banks

IN Q4, on-year 
loan growth for 
most large banks 
was in the range 
of 12-22%

RBI cut the policy 
rate by 100 bps over 
five months, with 25 
bps cuts in Feb and 
Apr and 50 bps in Jun

Stacking cash
Banks are likely to have gone slower on lending in Q1 as they braced 
for the impact of the successive rate cuts by the RBI.

Year-on-year growth in Q1FY26 (in %), top 10 banks

Source: Exchange noti�cations by banks
Figures are for domestic loans and deposits. 
Banks are arranged in descending order by size.
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discussed online,” Neelesh 
Pednekar, co-founder and 
head of digital media at Social 
Pill, a digital marketing agency 
said.

 All of these are extremely 
valuable from a business point 
of view, Pednekar added. Plat-
forms need stickiness and 
social chatter, and this genre 
delivers both.

The audience might hate-
watch, binge, troll, or secretly 
enjoy it, but they’re talking 
about it, reacting to it, and 
sharing clips across social 
media. That constant digital 

noise creates dis-
c o v e r a b i l i t y , 
which in turn 
helps justify ad 
spends, integra-
tions, and sub-
scriptions.

Brijen Desai, 
associate vice-
president, White 
Rivers Media, a 

digital marketing agency said 
reality shows like Bigg Boss, 
The Traitors, and Fabulous 
Lives of Bollywood Wives 
revolve around high-stakes 
social dynamics, unscripted 
conflict, and aspirational 
lifestyles that captivate audi-
ences.

Platforms invest in these 
formats because they consist-
ently drive viewer engage-
ment and extend watch time, 
creating reliable opportunities 
for advertising and brand part-
nerships.

For an extended version of 
this story, go to livemint.com
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V
ideo streaming plat-
forms are increasingly 
finding value in a spe-

cific sub-genre of reality tele-
vision: shows that offer a peek 
into celebrity lives and deliver 
high-voltage drama to audien-
ces craving vicarious thrills 
from their living rooms.

Titles like The Traitors 
(Prime Video) and Fabulous 
Lives of Bollywood Wives (Net-
flix) that build on the legacy of 
shows such as Bigg Boss (Jio-
Hotstar) are specially designed 
to capture the chaos, conflict, 
and charisma of the rich and 
famous. 

Despite drawing frequent 
criticism and being trolled 
online,—and often being dis-
missed as ‘trash TV’—these 
shows have proven appeal 
among audiences who crave 
high-end drama

According to media con-
sulting firm Ormax, The Trai-
tors, a reality show hosted by 
Karan Johar in which a group 
of chosen “traitors” try to 
d e c e i v e  t h e 
“faithful” and 
sabotage their 
efforts to win, was 
the third most 
watched OTT 
original series in 
the week of June 
16-22. It garnered 
4.2 million views.

The third sea-
son of Bigg Boss was the most-
watched Indian unscripted 
show across streaming plat-
forms in 2024, with a viewer-
ship of 17.8 million.

“These shows are usually 
built around one key insight: 
spectacle sells. The concept 
doesn’t always chase critical 
acclaim - it chases eyeballs, 
engagement, and virality. 
Whether it’s the drama of Bigg 
Boss, the glamour-turned-
chaos of Fabulous Lives, or the 
backstabbing thrill of The 
Traitors, these shows are 
designed to be addictive, 
meme-worthy, and endlessly 

Trash TV: When 
audiences crave 
high-octane drama

Despite criticism, 
reality television 

shows have 
proven appeal 

among audiences  
craving 

high-end drama

These shows consistently 

drive viewer engagement and 

extend watch time. X/@ASHISHVID
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