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Session - IV 
Housing Finance 

Mathew Joseph 
Regional Manager, Housing Development Finance Corporation, Chennai. 

 

2nd Largest 
Employment Generator 
in our Country

HHOUSINGOUSING –– TTHE HE PPULSE OF OUR ULSE OF OUR EECONOMYCONOMY

Backward/Forward Linkages 
– over 269 industries

Sector has been growing at over 
30% p.a. in the recent past

 
 
 

HOUSING FINANCEHOUSING FINANCE -- TimelineTimeline

Pre 1970

1971

1988

Late 
1980’s

Late   
1990’s

Centralised directed credit

National Housing Bank- regulatory &  supervisory 
body/ refinancing agency

Public sector banks/insurance companies promote 
housing finance companies, also private sector enters

Schedule commercial banks get into direct lending for 
housing finance – changing the market scenario

HUDCO: public sector, wholesale lending

1977 HDFC: 1st private sector retail housing finance 
institution

2000’s Trans-National Banks also enter Housing Finance
Retail Boom spearheaded by Housing Finance

 
 
 



 218

  

PHASE IPHASE I

Specialised
Lenders

Housing Finance 
Companies(HFCs)
Bank/insurance 
co. sponsored 
HFCs
Developer 
promoted HFCs
Company 
promoted HFCs

PHASE IIPHASE II

Aggressive 
entry of Banks

HFCs lose 
market share

Irrational 
competition

Rapid 
disbursements

Credit quality 
issues

PHASE IIIPHASE III

Oligopolistic
Market Structure

Top 3 key players 
have over 80% of 
incremental market 
share
More rational 
market
Sustained 
mortgage growth 
at +25%

Up to late 1990Up to late 1990’’ss 1998 1998 -- 20032003 2003 onwards2003 onwards

Housing Finance MarketHousing Finance Market
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Improved AffordabilityImproved Affordability

 
 
 
Subprime Crisis: It’s Effects 

 Global slowdown 

 Credit crunch 

 Negative sentiments  

 Falling real estate markets, stock markets abroad. 

 Collapse of major financial institutions 
 
Subprime Crisis: Impact on India 

 Most mortgage lenders in India offer plain vanilla, amortising home loans 

o No interest only, 2/28 ARMs, piggy-back loans 

o No subprime or Alt A categories 

 Indian borrowers are cautious and averse to high leverage 

o Typical borrower is a first time home buyer… buying a house for self occupation 

o Low loan to value ratio 

o Prepayments are common… even for fixed interest loans at rates higher than current market 

 Securitisation market at a nascent stage 

o No up-fronting of profits  

 Very limited exposure to structured products 

 Pre-emptive measures by the Reserve Bank of India 

o Early caution on rising asset prices 
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o Increase in provisioning requirements 

o Increase in risk weights & other liquidity tightening measures 
 
 
Who We Are... 

 Incorporated in 1977 as the first specialised mortgage company in India 

 Now a Financial Conglomerate with interests beyond mortgages: 
 

 

 
 
 
Mortgage Business Summary 

 Mortgage Loan Assets   :  Rs. 81,192 Cr.  
(As of Sept 2008)  

 Cumulative Loan Disbursements :  Rs. 1,69,944 Cr. 
(Inception to Sept 2008)   

 Cumulative Housing Units Financed  :  3.2 million 
 Mortgage Loans CAGR (5 years) :  27% 
 NPA (As of Mar 2008)   :  0.84% 

 
Transformation of Chennai Housing Market 

 Expansion of the City - Prolific growth of the suburban areas. 
 Transformation of OMR into a Self-sustained Modern City in itself. (IT 

Corridor,Residential Townships) 
 Sriperumbudur becoming a hot real estate investment destination with large Developers 

executing Housing Projects. 
 
 
Housing Market Scenario 

 High demand growth driven by: 
• Improved Affordability 

 Rising disposable income  
 Tax incentives (interest and principal repayments deductible) 
 Moderate interest rates  

• Increasing Urbanisation 
 Currently 28% of Indian population is urban 

• Favorable Demographics 
 60% of India’s population is below 30 years of age 
 Rapid rise in new households 

72.26% 
 

HDFC 
Standard 

Life

60% 
 

HDFC 
AMC 

23.26% 
 

HDFC Bank
(inclusive of 
warrants) 

74% 
 

HDFC 
ERGO 
General 

100% 
HDFC 

Property  
Ventures 

80.50% 
HDFC 

Venture 
Capital 
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2nd Master Plan: a Step towards Reform 

 Path Breaking Initiative by CMDA. 
 Second Master Plan drafted with a futuristic Outlook. 
 Automatic Rezoning of Land Banks in certain areas is a Welcome Change. 
 Providing 10% of BuA for EWS is a step towards Balanced & Inclusive Growth. 
 Going vertical would result in providing more open space. 
 More number of dwelling units can be constructed thereby reducing the selling prices. 
 TDR concept would help in reducing the Urban Traffic Flow. 
 Growing need for infrastructure in the city has been addressed. 

 
 

Concerns 
 Overall Market sentiment turning cautious which is impacting off take of units. 
 Over supply in certain locations like OMR (estimated units under construction being 23000) & 

GST Road (estimated units under construction being 10000). 
 Increasing construction costs, increased cost of borrowing & pressure on selling price. 
 High land prices in city locations making Housing unaffordable to common man 

 
Way Forward 

 Provision of quality Housing at affordable cost. 
 Planned development for inclusive and balanced growth. 
 Working out ‘PPP’ models to optimize skills of both sectors. 
 Rationalisation of Selling Prices. 
 Easing of Interest Rates. 
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