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Barely a bounce; some shift in market share

m Recent changes in MAD by some large players like HDFC Bank, SBIC & Kotak
Mahindra Bank, but it's business as usual without any major impact.

m Credit card spending up by ~3% mom in May 2025 led by holiday spending;
SBIC gained the highest market share, HDFCB & ICICIB saw some decline.

= The trend in card issuance was sluggish at ~0.7% mom. HDFCB remained the
leader with a 21.8% market share.

Slew of changes continues; higher MAD though business as usual
The recent rise in the minimum amount due (MAD) calculation of SBI Cards from mid-Jul
2025 follows revisions done by HDFC Bank and Kotak Mahinda Bank in their credit cards
from Jun 2025. We expect a rise in the minimum payment burden by ~15-55%, depending
on card variant, amount due, cash advances, and retail spending. We are witnessing some
abatement in asset quality stress, given the high churning of the loan book and stricter
underwriting by many players in the last two-three quarters, although we do not expect any
major impact of the rise in MAD but will keep a close eye on the same.

Holiday season spending up, although it was below Mar 2025 level
Card spending rose by ~3% mom in the holiday season to Rs1.9tr in May 2025, after a
mom decline last month, although it remained lower than the Mar 2025 level of Rs2tr. May
2025 saw a ~3% mom rise in both online platform and Point-of-Sale or PoS transactions.

SBIC saw the highest market share gain in spending in recent months
Most large banks witnessed a rise in card spending mom aided by the holiday season in
most parts of India. SBI Cards (SBIC) witnessed the sharpest rise in market share, up
~109bp mom at 17.1%, pulling its market share to the highest level seen since Feb 2024.
The two largest players, HDFC Bank (HDFCB) and ICICI Bank (ICICIB), lost ~81bp and
~86bp mom in card spending market share to 27.3% & 18.2%, respectively. Among the
other players, Axis Bank gained ~32bp mom at 11.8% and Indusind Bank or IIB shed ~4bp
mom at 4.8%. Finally, the top five credit card players (HDFC Bank, SBI Cards, ICICI Bank,
Axis Bank & Indusind Bank) witnessed a mom fall in market share to ~79.1%, from 79.4%
in Apr 2025.

Card issuance remains sluggish; HDFC Bank is the unbeaten leader
Total credit card issuance (cards in force or CIF) continued to move at a slower pace and
stood at ~111.2m (+0.7% mom) as players remained cautious while issuing new credit
cards. HDFCB remains the leader with ~21.8% market share, followed by SBIC at ~19.0%.
HDFCB gained ~10bp mom while ICICIB shed ~14bp, with no other major movement in
CIF market share in May 2025. In the mid- to long-term, we remain optimistic about the
presence of credit cards improving across new geographies. However, considering the
elevated stress levels in smaller cities, the overall trend in non-performing assets or NPAs
is expected to remain volatile as mis-selling of credit cards by select players has been a
common phenomenon in the premium category.

We remain cautious on SBIC; maintain REDUCE rating on the stock
We appreciate the rising contribution from SBI for better credit-worthy and retail-focus
customers, which will lead to better profitability, although we remain uncomfortable with the
valuation, given the mono-line business. We expect the RoA to improve to ~4-5% and RoE
to improve to ~17-18% by FY27F-28F led by a gradual rise in the market share in spending
and easing credit costs. Our model sensitivity towards credit costs and the rise in assets
under management or AUM shows that ~50bp sensitivity to our estimated credit costs for
FY27F is already priced in. We maintain our REDUCE rating on SBIC with a target price of
Rs800, valuing the stock at 4.1x FY27F BV & 25x FY27F EPS.
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Figure 1: Overall growth in the credit card business is sluggish Figure 2: Overall spending (Rstr) rises, after a fall in the
previous month
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Figure 3: Share of credit card expenditure - online vs. PoS Figure 4: Recovery in credit card spending per card, after a
decline in the previous month
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Figure 5: Average spending per card (Rs ‘000) — Indusind Bank (lIB) dominates high-ticket spending followed by HDFC Bank, Kotak
Mahindra Bank and ICICI Bank, while AU Small Finance Bank is having the lowest ticket share among its peers
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DISCLAIMER

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research
Services Private Ltd. (formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with
SEBI as a Research Analyst vide Registration No. INH000011024. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its
trademark for use in this report.

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not
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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.
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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
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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
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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
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Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report

Research Analyst or his/her relative(s) or InCred Research Services Private Limited or our associate may have any financial interest in the subject
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securities of the subject company(ies) at the end of the month immediately preceding the date of publication of the Research Report.

Research Analyst or his/her relative or InCred Research Services Private Limited or our associate entities may have any other material conflict of
interest at the time of publication of the Research Report.




Equities

Financial Services | India
Financial Services - Overall | June 24, 2025
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We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




