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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 

costs of fund. However, CARE Research expects NIM to expand in the medium term 

driven low average borrowing costs, and higher ECB borrowings. 

Net Interest Margin
(NIM) to stay flat in
immediate term,
improve over
medium term

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 

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 II/III cities. HFCs have been increasing their presence in the 

total housing loan market. ~32% of the total housing loans in FY07 were sanctioned by 

HFCs, which went up 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 correct in FY14e in 

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. 

HFC credit off take to
drive growth in the
total housing
loan market

Housing loan of HFCs
grew @ 22% during
FY12 

HFC NPAs have declined from ~4% in FY04 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 

provisioning cover, assured regulatory support, and its nature of necessity.  Provision 

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. 

Asset quality better,
PCR increases

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 

technology to broaden reach and appeal of housing credit, and unifying the laws and 

regulations at the state level to minimize regional disparities are some of the challenges 

of HFCs at various fronts. 

Key challenges faced
by Indian housing
finance sector
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