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CARE Research estimates that total housing loan market to grow due to the under-
penetrated nature of the market, increased deployment of funds towards housing loans HFC Cred it Off take to

drive growth in the

by banks, improving affordability for housing, stabilized/declining property prices,
increasing urbanization and favourable demographics. There is an increasing demand .
for housing loans from Tier 11/11l cities. HFCs have been increasing their presence in the total hous'“g
total housing loan market. ~32% of the total housing loans in FYO7 were sanctioned by |Oa|'| market

HFCs, which wentup to 44% in FY12, and is expected to stay elevated.

CARE Research opines that the weak economic outlook is unlikely to impact the growth
rate of the housing loans of HFCs. With property prices expected to correctin FY14e in
HOI,ISing loan of HFCs metros cities due to slowdown in real estate market and liquidity crunch amongst the
developer community; the pent-up demand could manifest itself in the form of higher
HFC off take.

grew @ 22% during
FYI2

CARE Research estimates NIM to remain subdued in the near term due to competitive .
pricing of HFCs as compared to banks, lower credit off take to builder loans, and higher Net IntereSt Margln
costs of fund. However, CARE Research expects NIM to expand in the medium term (NIM) to Stay flat in

driven low average borrowing costs, and higher ECB borrowings. immediate term,
improve over
medium term

HFC NPAs have declined from ~4% in FYO4 to ~0.75% in FY12 due to efficient loan
appraisal system, robust recovery mechanism, and risk-averse profile of borrowers.
CARE Research expects HFC asset quality to remain intact due to aggressive

Asset quality better,

. provisioning cover, assured regulatory support, and its nature of necessity. Provision
Pcn Increases Coverage Ratio (PCR), which has consistently grown to ~90% in FY12 as compared to
60% in FY04, is expected to improve further due to regulatory requirements and higher
thrust on capping/reduction of NPAs.

Sourcing of long term bulk finance at lower rates, making organised housing finance
available to economically weaker sections (EWS) and lower income group (LIG) section,
reliance on land records that may have been dubiously maintained, using innovations in Key Cha"enges faced
technology to broaden reach and appeal of housing credit, and unifying the laws and by Indian housing
regulations at the state level to minimize regional disparities are some of the challenges finance sector

of HFCs at various fronts.
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Credit Analysis & Research Ltd. (CARE), promoted in 1993 by some of the leading Indian banks and financial institutions including
Industrial Development Bank of India (IDBI), Canara Bank and others is amongst the premier credit rating agencies in India and provides
creditrating, research and information services. CARE Ratings is well equipped to rate all types of debt instruments including Commercial
Papers, Fixed Deposits, Bonds, Debentures, Hybrid Instruments, Preference Shares, Loans, Structured Obligations, Asset Backed
Securities, Residential Mortgage Backed Securities etc. CARE's rating methodologies are in line with the bestinternational practices.

CARE Research & Information Services (CARE Research)is an independent division of CARE. CARE Research services a variety of
business research needs with credible, high-quality research and analysis on various facets of the Indian Economy and Industries. The
Publications include Industry Reports, Debt Market Review, Budget Analysis and other policy impact analysis and special commentaries
on topical issues.CARE Research offers both subscription-based reports as also customized reports on request. The reports by CARE
Research provide insightful data and analysis on various industry sectors and CARE's outlook on the same.

The one-year subscription to the report on 'The Indian Housing Finance Industry' by CARE Research
includes access to quarterly updates from the date of subscription.

To view list of industries under our coverage you can visit
http://www.careratings.com/RESEARCH/IndustryResearch/RegularReports.aspx

For any queries regarding the content & scope of the report kindly reach us at careresearch@careratings.com

To place an order, please contact: Manish Sukhija | Business Development - CARE Research
Credit Analysis & Research Ltd.
503, Kaledonia, Sahar Road, Off Western Express Highway, Andheri (E), Mumbai 400069
Cell: 98203 53638, Tel.:022-6144 3504 (Direct), 022-6144 3456 (Board)
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