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Banks  
IIFL crisis: Prefer banks vs gold finance NBFCs 

■ The IIFL crisis creates an equal opportunity for banks (SBI/HDFC Bank) due 
to improved pan-India reach, lower interest rates & improved turnaround time.  

■ Based on our analysis, the dominance of banks has been improving in gold 
loan biz from ~34% in FY21 to ~38% by 9MFY23 excl. agri-gold loans (Fig. 2). 

■ We believe that like the home finance biz, gold finance will also witness a 
gradual shift in market share in favour of banks led by their improved efficiency.  

RBI ban on IIFL’s gold finance business - impact to stay longer 
The Reserve Bank of India or RBI has barred IIFL Finance (IIFL) from giving any further 

gold loans with effect from 4 Mar 2024 based on certain observations made by the regulator 

over the loan-to-value or LTV offered, cash payment made by the company, etc. The ban 

will have a significant impact on IIFL’s growth and profitability as gold loans form ~32% of 

its total assets under management or AUM as of Dec 2023-end, with an average yield of 

~19%, which is high compared to other businesses of IIFL, indicating a higher impact (> 

50%) on its revenue and profitability. Though we are unsure about the resolution of the 

matter, considering the historic trend as well as slower growth post adapting to the 

regulations, we expect IIFL to post weak earnings growth in FY25F.   

RBI ban on IIFL is beneficial not only for NBFCs but for banks as well 
The basic assumption is that the ban on IIFL is advantageous for peer non-banking finance 

companies or NBFCs which are having a similar business profile. However, we believe this 

creates an opportunity for banks and NBFCs alike, especially banks with an interior reach 

like State Bank of India or SBI and HDFC Bank. These banks are also attracting small ticket 

size gold loan customers backed by their improved pan-India reach (improved branch 

network), lower interest rates as well as improved turnaround time by adopting digital 

means (Fig. 1). These banks are also tapping the customers based on their transaction 

history with gold loan NBFCs and seeking to transfer the gold loans to their banks.  

Market share movement - banks step up the game in gold lending  
In the absence of specific market share availability, we have plotted six banks and six 

NBFCs who have a sizable exposure to gold financing. Based on their AUM movement, 

we have calculated the change in market share for banks and NBFCs.  As per our analysis, 

the dominance of banks has been improving in personal gold loans even after excluding 

agriculture activity-led gold loans. The share of banks has improved from ~34% in FY21 to 

~38% by 9MFY24 (Fig. 2).  On an individual basis, Muthoot Finance remains the market 

leader with ~27.2% market share followed by SBI at ~12.1% as of Dec 2023-end (Fig. 3). 

Again, on a steady-state basis, we are witnessing most gold financing companies losing 

their market share whereas banks remain the gainers. 

Meeting PSL requirements along with zero risk weight is key 
The major factors of attraction for gold lending business in case of banks are gold loans 

given in rural/semi-urban areas being categorized as priority sector lending (PSL), which is 

preferable compared to other agriculture-linked loans due to product simplicity and 100% 

secured nature. Additionally, such loans, being more than 100% secured, attract zero risk 

weight, which supports efficient capital utilization. However, on the flip side, banks require 

higher infrastructure investment, in terms of the number of lockers required for gold storage 

and the ground staff needed for assessing the value of gold.  

We prefer SBI/HDFCB vs gold finance NBFCs to play the momentum 
As highlighted earlier, our preference stays for banks with an interior reach like SBI and 

HDFC Bank (gold loan disbursement growth stood at +65% yoy in 1HFY24). The wide 

branch network of these banks enables them to penetrate retail gold loan markets in an 

aggressive manner (Fig. 4). We still believe that like the housing finance business, gold 

finance business will also be largely penetrated by banks against NBFCs, with a consistent 

rise in their market share through increased penetration and by offering lower interest rates.  
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Figure 1: Basic market scenario for non-agriculture gold loans in India  

  Banks  NBFCs Money Lenders 

Annualised Interest Rate 9-13% 22-28% 25-48% 

Repayment Terms Partly Flexible  Flexible Stringent 

Loan-to-Value Low High High 

Turnaround time Less than 1 Day Less than 30 minutes Less than 30 minutes 

Product Focus Medium High High 

Market Share 35% 65% 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 2: There is a gradual shift in market share from NBFCs to banks 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 3: Shift in market share in favour of banks is visible from Mar 2021 to Dec 2023 (excl. agri gold loans)  

  

SOURCES: INCRED RESEARCH, COMPANY REPORTS 
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Figure 4: Branch network of large gold finance lenders as of Dec 2023-end  

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

NOTE:  FOR SBI & HDFC BANK, ALL BRANCHES DO NOT GIVE GOLD LOANS 
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DISCLAIMER  
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trademark for use in this report. 

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related compan ies. This report is not 
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing 
requirements within such jurisdictions. 

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i ) copied, photocopied, duplicated, 
stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any 
purpose without the prior written consent of IRSPL. 

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.  

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity 
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this 
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant; 
(ii) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy, 
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their 
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences ( including 
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market 
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market. 
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies),  information 
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is 
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are 
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of 
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose 
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any 
person to buy or sell any investments. 

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of 
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their 
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among 
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

IRSPL may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different 
conclusion from the information presented in this report. 
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