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Tracking the pace of credit growth

YO-YOING. Growth was excessive during 2002-03 to 2013-14, cooled thereafter, only to pick up in the 2 years ending 2023-24
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economy. Against this background, bank 2006-07 onwards. Subsequently,during ~ expansion was evenly distributedacross  shifted from corporate lending to the
credit growth over the last two decades 2006, RBI had tightened monetary all three sectors — agriculture, industry ~ personal loan segment.
is analysed. policybyenhancingﬁskweights and and personal loans. All these three ' Resumption of credit growth:
Exuberance phase of creditgrowth: = provision irements, inordertorein  sectors witnessed around 100 per cent 2022-23 and 2023-2024 (Table 4): After
2002-03 —2007-08 (Table 1): The in credit from 30s to 20s. Butit increase in line with overall credit almost 11 vears of deceleration, credit
magnitude of exuberance canbe gauged  tooka couple of years for these expansion. Industry credit doubled from gruwr.hhafi picked up during these two
from the fact that the ratio of credit measures to deliver some results. %10 lakh crore to ¥20 lakh crore, years with an annual growth rate of
growth to nominal GDP growth reached The period also witnessed high gross personal loans from ¥5.5 lakh crore to around 15 per cent (Table 4).
as high as 2.2. A ratio of more than one capital formation, surpassing 39 per ¥10lakh crore, agriculture from ¥3.3 Outstanding credit grew from ¥143 lakh
may spell trouble with a lag. ~ cent. Real GDP growth was very high, lakh crore to ¥7 lakh crore. crore in 2022-23 to 164 lakh crore
Bank credit grew by ¥16 lakh crore, recording around 9.5 per cent for three Infrastructure finance — push by during 2023-24. But again, credit to
 from %6 lakh core in FY 2003 to ¥221akh in a row starting 2005-06. Gross public sector banks: However, nominal GDP growth ataround 1.5
corein FY 2008. Thiswasanincreaseof ~ NPAs,whichwere highat8.8 percentin infrastructure credit grew much faster indicates probable credit excess.
266 per cent during this S-year period as 2002-03, were onthe declinereachinga ~ byahuge 240 per cent from ¥2.5 lakh Sectoral flow: The personalloans
compared to an increase of ¥2.5 lakh low of 2.2 per cent. crore in 2008-09 to ¥8.5 lakh crore in segment continued its high growth rate,
crore, representingan increase of 81 per Excessive credit growth: 2008-09 - 2013-14. Infrastructure finance grewby ~ recordingan increase of nearly 51 per

-

Zar, B

cent during the earlier 5-year period 2013-14 (Table 2): Though credit a whopping 38 per cent in just one year cent from ¥35 lakh crore in FY 2022 to
ending 2002. This was an all-time high growth was less than the earlier period — that is, during 2010-11. Power sector ¥53 lakh crore in FY 2024. Infra sector
for several decades. in relative terms, its ratio to nominal accounted for a high of S0 per cent. grew by a mere 8 per cent from ¥12lakh
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infrastructure: Two sectors need %16 lakh crore during the previous per cent, taking the impaired advances exceed industrial sector loans of ¥36
special mention. Infrastructure finance, = to as high as 10.8 per.cent. Anew phase lakh crore. The growth of personal loans
inherently risky, shot up from 320,000 Finding the I'ight pace of slowdown of credit growth began in may be unsustainable.
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crore to over crore (700 per . . 3): Inareversal of the earlier trend, the Advisary Council to the Prime Minister and former
cent) while the aggregate credit sustained and consistent ratio of credit growth to nominal GDP Governor, Reserve Bank of india; and Sambamurthy is
B increased only by 265 per cent during real economy growth was less than one, indicatinga coolingof  formerly Director and CEC, IDRET



