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1st August 2026 

                                                                                             

WALR across sectors 

The weighted average lending rate on fresh loans is a good indicator of how interest rates are moving 

over time against the background of the reduction witnessed in the repo rate last year. Also significant 

is how this varies across various sectors as this rate is a function of both the MCLR portion of the 

portfolio as well as EBLR section.  

The repo  rate cuts started from February 2025 and has been lowered by 125 bps over time. It does 

look like that the repo rate of 5.25% is the bottom that has been reached and from hereon there would 

only be an increase, though the timing will be synchronized with the inflation trajectory. The WALR 

for banks has come down by 80 bps on a point to point basis i.e. January 2025 to June 2026 from 

9.33% to 8.53%. This has come about with the median MCLR moving from 9% to 8.6% during this 

period. The Share of EBLR in total loan portfolio of banks has increased from 61.7% in March 2025 to 

67.6% in March 2026.  

 

The chart below gives the WALR on fresh loans across various lending categories. The coverage 

includes the major sectors and is not exhaustive. As can be seen the highest WALR, is on the ‘other 

personal loans’ category at 10.36% and is 360 bps higher than the rupee export credit bucket which 

has the lowest rate.  

 

 
Source: RBI 

 

Large industry has the second lowest rate of 7.46% which is interesting. Here the lending rate tends 

to get linked with the MCLR. Further, this sector also has access to the debt market when the rating is 

high and hence companies are able to negotiate better rates with banks. Infrastructure, which would 

tend to be a sub-set of large industry, has the next lowest rate of 7.56%. The highest yields for banks 

come from vehicle loans after the unsecured category. Agriculture is next with a WALR of 9.6%. 

Housing fetches lower rate of 7.66%. MSMEs and education loans carry a WALR of between 8.70-

8.80%.  

 

If this were to be juxtaposed with NPA ratios for the system which was at 1.8% as of March, the 

following picture emerges. Agriculture has the highest NPA ratio of 5.1%. Other personal loans has a 
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Chart 1: WALR June 2026
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low NPA ratio of 1% even though loans are unsecured. For housing it is 0.8% while it is higher for 

vehicles at 1.4% and education at 1.1%. For industry as a whole it was 1.6%.  

 

Chart 2 provides information on the shares of these sector in overall outstanding credit. This will give 

an idea of how much of the portfolio is subject to the WALR covered in Chart 1. Infrastructure per se 

would largely be covered in the large industry category. Nearly 25% of the portfolio covering 

agriculture, vehicles and other personal loans give a return of above 9%. Housing and large industry 

with a combined share of around 32% give lower returns of less than 8%.  

 

 
Source: RBI 

 

Chart 3 below gives the degree of decline in WALR for various sectoral loans between January 2025 

and June 2026. The largest decline was witnessed in case of education loans at 200 bps. The lowest 

was for trade at 38 bps. Besides education loans, rupee export credit was the only sector which 

witnessed a decline in WALR of a magnitude higher than the repo rate reduction. MSMEs and housing 

loans were down by more than 100 bps but less than 125 bps. In case of infrastructure, vehicles and 

unsecured personal loans the decline was of the order of 90-100 bps. Agriculture and large industry 

had seen lower declines of around 60-70 bps.  

 

 

 
 

 

 

 

 

18.4
16.4 15.5

13

8.5 7.3 6.7
3.6

1.1 0.8 0.1
0

5

10

15

20

 M
SM

Es

H
o

u
sin

g

In
d

u
stry (Large)

A
gricu

ltu
re

O
th

er P
erso

n
al

Lo
an

s

 In
frastru

ctu
re

Trad
e

V
e

h
icle

P
ro

fessio
n

al
Services

 Ed
u

catio
n

R
u

p
ee

 Exp
o

rt C
red

it

Chart 2: Share in total credit o/s June 2026
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Chart 3: Decline in WALR
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Disclaimer 
The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. 

Nothing contained in this publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation 

to do so for any securities of any entity. Bank of Baroda and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; 

completeness or reliability of any information contained herein or otherwise provided and hereby disclaim any liability with regard to the 

same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or personal capacity or may 

have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in 

this publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make 

or render Bank of Baroda Group liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, 

directors shall not be liable for any loss, damage, liability whatsoever for any direct or indirect loss arising from the use or access of any 

information that may be displayed in this publication from time to time. 

Visit us at www.bankofbaroda.com 

 

 

 

  

 

          

For further details about this publication, please contact: 

Economics Research Department 

Bank of Baroda   

chief.economist@bankofbaroda.com 
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