[t’s the Great Gold (Loan) Rush

Non-banks plan to open 3,000 branches in next one yr
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Kolkata: India’s gold loan market 1s
set for a big boost with non-bank len-
ders planningtoadd about 3,000 bran-
ches 1inthe next12months or so exclu-
sively forlending against jewellery.
The market, dominated by state-ow-
ned banks, swelled 36% year-on-year to
T14.51akh croreattheend of September:
The branch expansion, according to
sectoral heads, 1sthe biggestsuch annu-
al exercise. Lenders are openingdedica-
ted gold branches to tap the emerging
opportunity as well as extending the se-
cured loan product to thelr existing out-

lets. “The gold loan demand is rising
like never before with many people fai-
ling to get unsecured micro loans loo-
king to gold loan lenders to meet their
fund requirement,” George Alexander
Muthoot, MD of India’s largest gold lo-
an company Muthoot Finance, told ET.

Microfinance companies have tur-
ned very selective following severe as-
set quality stress in the sector.

This, along with higher gold loan pri-
ces, has made borrowing against je-
wellery a sought-after loan product
for farmers and small traders looking
tor working capital.
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High prices translate into greater loan amounts.
Rating company ICRA projected the organi-

sedgold loan markettoreachtheZ15lakh crore

mark in FY26, a year earlier than expected.

“We expect the growth momentum to conti-
nue,” saild Muthoot Fincorp chief executive of-
ficer Shajl Varghese. “Central banks worldwi-
de are driving the gold demand and rise in pri-
ces. Therefore, I don't expect a sudden supply
inthe marketleading to price correction.”

His company plans to open 200 branches by
the end of March.

Theleadersinthesegment, including Mutho-
ot Finance, Muthoot Fincorp, IIFL Finance
and Bajaj Finance, are likely to open about
1,800 branches in total. Bajaj Finance alone
plans to open 900 more gold loan branches by
March 2027. IIFL Finance plans 500 by the end
of thisfiscal year.

L&T Finance, which entered the market
in February by acquiring Paul Merchants
Finance's gold loan segment with 130 out-
lets, plans to open 200 more by the end of
thefiscal year.

Gold loans are no longer perceived as dis-
tress-driven borrowings. The category has
evolved 1Into a mature and responsible cre-
dit product, said Manish Mayank, head,
gold loan business, IIFL Finance.

“Today, nearly 70% of gold loans are avai-
led for agriculture and small businesses,
while the remaining share 1s utilised for
home improvement, weddings, and other
planned or emergency financialneeds,” he
sald. “A portion of salaried customers also

leverages gold loansfor consumption or short-
term liquidity requirements.”

Poonawalla Fincorp managing director Ar-
vind Kapil said last month that the company 1s
on track to meet the target of 400 branches by
March 2026, out of which 95% will come up 1n
tier 2 and tier 3 markets.

Piramal Finance, which is plan-
ning a foray into the segment, sa-
1d 1t will likely open 100 branches
inthefirst year.

From Hyderabad-based Keerta-
na Finserv, promoted by Padma-
ja Reddy, to Kolkata-based Uttrayan Financial
Services, several microfinance companies are
alsodiversifying into loans secured against je-
wellery to bring stability to thelr businesses.

“We are scaling down our microfinance busi-
ness,” Reddy said. “We will be adding 175 bran-
chestorgoldloansexpansionbytheendof F'Y26.”
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SECURITY ARRANGEMENTS

Setting up a gold loan branch needs elaborate
security arrangements including a strong ro-
om, safety vault, closed circuit cameras and
sensors. That entails capital investment of %8
lakh to %20 lakh, depending on the security sy-
stems, chief executives said. A gold loan
branch typically breakseven in1.5-2 years.

Gold loan companies need the Reserve Bank
of India's prior approval for opening new
branches whentheexistingcountismorethan
1,000 but thisrestriction does not apply tonon-
gold loan companies.

NBFC gold loan assets under management
(AUM) are expected to expand 30-35% 1n FY26
given elevated gold prices and slower growth in
unsecured loan products, which are also gene-
rally targeted at the same borrower segments,
sald AM Karthik, ICRA senior vice president
and co-group head, financial sector ratings.



