Banks tap costly funds as credit outpaces deposits

NAVIGATING A SUSTAINED IMBALANCE
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2016. “While this has suppor-
ted near term liquidity ma-
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The Indian banking sy-
stem is navigating a sustai
ned imbalance between cre-
dit expansion and deposit ac-
cretion, which is forcing len-
ders to recalibrate balance
sheet strategies to bridge the
funding gap. Certificates of
deposit are growing 29% ye-
ar-on-year, highlighting the
increasing use of wholesale

fundingas core deposits lag
ing the year, the gap

between credit and deposit
growth has remained betwe-
en 130 and 300 basis points,
pushing the systemic credit-
deposit ratio above 82%, clo-
se to historic highs. Accor-
ding 40 & decadal e
son, credif sit
growth had. it bruadlv in
tandem over the past ten ye-
ars, averaging between 10%
and 12%. The current diver-
gence is near the peak of the

decade, while the lowest po
int occurred during the pan-
dermic vears when depostt
growth exceeded credit de-
‘mand by over 400 basis points
due to risk aversion and fi-
sealsupport

‘hin
president,
sector head - financial sector
ratings, ICRA, CDs had last
seen such a high share in to-
tal resource mobilisation in

ording
Sichirn, e

nagement, the.

pendence on CDs warrants
close monitoring from an as-
set-liabilityand funding cost
perspective,” hesaid.

Banks have turned to
bulk and short-term whole-
salemarketsasretailand CA-
SA deposit growth has trai-
led loan demand. Outstan-
ding CDs rose to a record Rs
6.6lakh croreby late Feb 2026,
taking their ratio to aggrega-
tedepositstoaround 26%

Over the past decade, reli-
ance on CDs had remained
subduedataround1% tol.5%

jeposits as surplus liqui-
Hity et sia deptett
growth supported lending.

Banks are also realloca-
ting capial away fom go-

ment-to-deposit ratio decli-
nedt027.6% by Feb2026, even
as total government invest-
mentsstood ataround Rs 69.5
lakh crore.

a drop from
the decadal average of 29% to
30%, which had risen to 31%
032% during periods of we-
ak credit demand. The cur-
rent decline indicates that
banks are reducing surplus
statutory liguidity ratio hol-
dings and moving closer to
regulatory
supportloan growth.

Ihe deposit slowdown re-
flects structural changes in
household savings patterns,
with flows shifting towards
mutual funds, equities, and
other marketlinked instru-
ments. At the same time, cre-
dit demand remains strong
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