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The better the question. 
The better the answer. 
The better the world works. 
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1. Executive summary 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In H2 2024, based on the deals tracked by us, a total 
of US$3.3 billion (vis-à-vis US$5.9 billion in H1 2024 
and US$3.7 billion during H2 2023) was invested in 
private credit deals. On an aggregate basis, CY 2024 
saw US$9.2 billion worth of deals over 163 
transactions, demonstrating a strong growth of 7%, 
by value, over CY 2023. However, this number fell 
short of the expected US$10 billion mark, because a 
few large transactions were delayed to Q1 2025. The 
deal count grew by 45% year on year from CY 2022 
to reach a new record at 163 deals in CY 2024. This 
continues to demonstrate higher awareness and 
acceptance of private credit as a source of solution 
capital. The above figures do not include deals less 
than US$10 million, deals concluded solely by foreign 
banks and offshore credit raises, which would 
significantly enhance the size of the market.  

A deviation that happened in H2 2024, was that the 
domestic private credit players trumped global funds 
by completing ~63% of the total deal value and 
accounting for ~61% of the deal count. Real estate 
continues to remain as the dominant sector, 
attracting 43% of total investments, followed by 
consumer durables and financial services. From a deal 
size perspective, transactions exceeding US$100 
million accounted for 50% of the total, while those in 

the US$40 to US$60 million range ranked second, 
contributing approximately 15% to both value and 
volume. H2 2024 transactions highlight a strong 
focus on refinancing and acquisition financing, 
showing investor preference for stabilizing and 
consolidating existing assets.  

Competition is increasing, through new AIF 
registrations and large fund raises. Additionally, the 
reactivation of select NBFCs, mutual funds, and the 
decision by large global banks to tap into the growing 
need for capital by Indian corporates are contributing 
factors. Further, a buoyant equity market with 
exaggerated valuations is also allowing companies to 
meet their capital requirements from cheaper equity. 
This is putting pressure on yields, leading to light 
covenant transactions and errors of judgement by 
inexperienced fund managers. This could potentially 
lay ground for higher credit costs in the future.  

Factors such as a buoyant equity market, promoter 
selling, ESOPs, the formalization of family offices, the 
need for investment diversification, and the lack of 
fixed income options are leading to higher domestic 
investor participation and increased fund availability 
for private credit fund managers.  
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On the macro-economic front, each day feels like a 
new day and full of surprises! With a truce (hopefully, 
long lasting) in the Middle East, hopes have risen for 
a negotiated solution in Ukraine. Higher oil 
production and export by the US may lead to lowering 
of energy costs, relieving pressure on central bankers 
to hold rates. However, instead of war drumbeats, we 
now hear drumbeats of trade barriers going up, 
withdrawal from global health and climate alliances 
and more isolationist announcements keeping global 
bond markets on edge. Higher volatility across 
different markets leads to uncertainties, a slowdown 
in investments generally, and weaker global economic 
growth.   

Closer home in India, slowing economic growth has 
become a reality, caused by a combination of global 
and domestic factors. Overall credit growth has 
slowed down (SCB Credit growth at ~11% in CY 2024 

as per latest RBI FSR) and private capex has still not 
picked up to contribute meaningfully to economic 
growth. A slowdown in government-led capex, a soft 
demand environment, tight liquidity in the markets, 
and a complex geo-political environment have all 
contributed to slow economic growth in Q2 FY25 and 
probably, in Q3 FY25 as well. On the flip side, market 
participants are hopeful that this slowdown is 
temporary and can be reversed through fiscal and 
monetary initiatives. India continues to be a bright 
spot in the current global setup, with the highest GDP 
growth rates for any large economy and experiencing 
a significant increase in FDI in H1 FY25. 

As always, our report includes details on regulatory 
changes, sample deals, fund raise information, our EY 
Pulse survey (with some new questions) and much 
more information tracking this exciting and evolving 
space. 
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2. Macroeconomic outlook 
 

 

 

 

 

 

 

 

 

The January 2025 edition of the World Bank’s Global 
Economic Prospects (GEP) has projected India’s 
growth rate of 6.7% for FY26 and FY27, surpassing 
the global growth rate of 2.7% in FY26. 
Complementing the World Bank report, the IMF 
forecasts India's growth to remain robust at 6.5% for 
CY 2025, aligning with earlier projections from 
October 2024 with global growth at 3.3%1. While 
global growth forecasts remain broadly unchanged 
since the April 2024 update, notable revisions 
beneath the surface reveal contrasting trends in 
various regions across the globe. For example, the US 
has seen upgrades in its growth outlook, while large 
European economies have faced downgrades. In 
emerging markets and developing economies, 
geopolitical tensions, commodity disruptions—
particularly oil, and extreme weather events have led 
to downward revisions for regions like the Middle 
East, Central Asia, and sub-Saharan Africa. However, 
these setbacks have been offset by optimistic 
forecasts for emerging Asia, driven by surging 
demand for semiconductors and electronics, 
bolstered by significant investments in artificial 
intelligence. The global battle against inflation has 
largely been won, though challenges persist in certain 
regions. After peaking at ~9.4% year over year in the 
third quarter of CY 2022, headline inflation rates are 
now projected to reach ~3.5% by the end of CY 
20252. Advanced economies are projected to return 
to their inflation targets sooner than emerging 
markets, signaling a slower disinflationary process in 
developing countries. Despite widespread tightening 
of monetary policies worldwide, the global economy 

 
1 Press Information Bureau: Government of India, article posted on 18 January 2025 by Ministry of Information & Broadcasting – ‘India: World’s 
Fastest Growing Economy’ 
2IMF World Economic Outlook, October 2024 
3 IMF World Economic Outlook, October 2024 
4 Fiscal Monitor October 2024: Putting a Lid on Public Debt 

has proven remarkably resilient, avoiding a global 
recession.3 

In the realm of global public debt, levels are set to 
exceed US$100 trillion—roughly 93% of global GDP by 
CY 2024, continuing their upward trajectory through 
the decade. While debt is expected to stabilize or 
decline in two-third of countries, it will remain well 
above pre-pandemic levels in many. More than half of 
global debt is concentrated in countries where fiscal 
consolidation remains a distant prospect. This has led 
to rising debt-at-risk, especially for emerging 
markets, where it is expected to increase to 88% of 
GDP by CY 2026. These elevated debt levels and 
ongoing fiscal uncertainties are likely to add volatility 
to sovereign yields and debt risks, impacting 
borrowing costs globally. In a follow-up to 
September’s big half percentage point reduction, the 
Federal Open Market Committee lowered its 
benchmark overnight borrowing rate in November 
2024, by 25 basis points, to a target range of 4.50%-
4.75%. 4 

Trump’s re-election presents both opportunities and 
risks for India. While there could be short-term 
challenges, particularly from a stronger US dollar, 
rising interest rates, and potential capital outflows, 
India stands to benefit from global supply chain 
shifts, with key sectors like IT, pharma, and 
manufacturing positioned to gain. Trump's 
protectionist trade policies might continue to push 
businesses to diversify production outside China, 
giving India an edge. However, on the downside, India 
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However, India saw a sharp decline in Foreign 
Portfolio Investment (FPI) inflows, with net 
investments plummeting by 99% compared to the 
previous year, as reported by the National Securities 
Depository Limited (NSDL). Net FPI inflows fell from 
US$20.36 billion in CY 2023 to a mere US$0.24 
billion in CY 2024. A key factor behind this drop was 
the robust performance of the US economy, which 
attracted significant investment due to strong stock 
market results and extended periods of high interest 
rates. As a result, capital flowed into US bonds, 
money markets, and equities, diverting investment 
away from emerging markets such as India. 
Furthermore, FII ownerships in Indian shares hit a 12-
year low, dipping below 16% for the first time since 
CY 2012 — a decline attributed to rising US bond 
yields and valuation concerns in Indian markets. 
Meanwhile, the share of DIIs has increased steadily 
over the same period with ~11% in June 2012 to 
about ~16% in October 202410. The rising profit 
booking by FIIs in India was cushioned by increased 
participation of domestic investors. 

Also contributing to the decline, Indian markets faced 
reduced appeal due to high valuations, a rising 
market cap-to-GDP ratio, slowing GDP growth, weaker 
industrial output, and lower corporate earnings 
growth. Domestically, the general elections in CY 
2024 led to a slowdown in government spending and 
public infrastructure projects, dampening economic 
activity. 

 
10 Moneycontrol article dated 8 November 2024 on ‘FII ownership of Indian shares hits 12-year low, dips below 16%’ 
11 RBI reference rate 
12 Business Standard article dated 3 February 2025 on impact of Trump’s re-election for India 
13 Article dated 3 February 2025 in ‘The Pioneer’ on RBI MPC member Nagesh Kumar’s statement on requirement of Budget FY 26 to focus on 
capex 
14 Economic Times article dated 17 January 2025 on IMFs estimate of slower than expected growth rates 

The HSBC India Manufacturing PMI dropped to 56.4 
in December 2024 from 58.3 in June 2024, marking 
the softest expansion in operating conditions since 
the start of the year. Similarly, seasonally adjusted 
capacity utilization in India’s industrial sector declined 
from 75.8% in Q1 FY25 to 74.7% in Q2 FY25. The 
US$/INR exchange rate has moved upward from 
INR83.4/$11 in July 2024 to INR85.6/$ in December 
202412. This change reflects strong performance of 
the American dollar against all currencies globally. 
While most currencies have weakened against the US 
dollar, the impact of the Indian Rupee has been less 
severe compared to the depreciation experienced by 
other emerging market currencies13, thereby 
signaling a positive outlook. Additionally, November 
statistics revealed a slowdown in the growth rate to 
5.4% compared to 8.2% in FY24, due to a sharper-
than-expected deceleration in industrial activity. The 
revised outlook for FY25 and FY26 is 6.5% 14. 

While challenges persist, structural reforms, 
continued innovation, and a strong domestic 
consumption base are expected to drive sustained 
growth for India’s long term positive outlook. The 
Indian economy is positioned for resilience, with a 
favorable demographic profile and strategic initiatives 
aimed at driving infrastructure development and 
improving ease of doing business. 
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Analysis of credit deployment and growth 
 

 

 

 

 

 

 

 

2.1 Credit deployment by scheduled 
commercial banks 
In FY25, the Indian banking sector is experiencing a 
mixed landscape with public sector banks (PSBs) 
showing strong growth due to improving profitability 
metrics and steady asset quality. However, this 
growth is tempered by moderate credit expansion, 
hindered by tighter regulatory measures aimed at 
preventing overheating in certain lending segments. 
Contractions in the Net Interest Margin (NIM) are 
expected to continue in CY 2025 amid rising deposit 
cost and moderating credit growth. 

ICRA revised its credit growth expectations for FY25 
downward from its earlier estimate of 11.6%-12.5% to 
10.5%-11%, due to a deceleration in key segments 
such as retail and unsecured lending. The sector 
composition of the loan book for PSBs indicates a 
strong emphasis on supporting MSMEs (supported by 
a lending target set by the Finance Minister for PSBs 
towards the MSME sector) and infrastructure 
development (backed by government’s PLI scheme 
incentive). 

Increased regulatory intervention to combat the risks 
inherent in unsecured lending has led to tighter 
lending standards and a consequent moderation of 
the credit growth in the banking system. In line with 
the anticipated movement in bank credit, deposit 
growth is also expected to be moderate, and banks 

will manage deposit rates to bridge the credit-deposit 
gap. Additionally, higher returns on term deposits are 
driving a shift as the reduction in current and savings 
account (CASA) deposits suggests that they were 
primarily used for transactional purposes, resulting in 
increased movement in the banking system. 15 

Aided by government reforms, a mix of write-offs, 
upgradations, recoveries, and falling slippages, the 
gross non-performing assets (GNPAs) of public sector 
banks decreased from a peak of ~14.98% in March 
2018 to a multi-year low of ~2.6% in December 
2024,16 with expectations to further decline to about 
2.3% by March 202517. An area of concern, however, 
is the sharp rise in write-offs, especially among 
private sector banks, which could be partly masking 
the worsening asset quality in the unsecured loan 
segment. Fresh accretion of NPAs in retail loan 
portfolios was also dominated by slippages in the 
unsecured loan book, with ~52 % of them coming 
from unsecured loans as of the end of September 
2024.16 

The overall bank credit growth in CY 2024 was ~11% 
which is significantly lower than the annualized 
growth rate of ~22.8% in the previous year between 
December 2022 to November 2023. A brief 
comparison is shown below. 

Sectoral deployment of credit analysis (scheduled 
commercial banks)18 

  

 
15 Mint article dated 19 August 2024 stating growth in bank deposit and credit as per SBI analysis 
16 RBI FSR Report dated Dec 2024 
17 Business Standard article dated 3 February 2025 on fresh NPAs in the Indian banking sector 
18 RBI – Data on sectoral deployment of bank credit 
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