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Sutsiary and Keconendation

A. Introductiun

I August 1981 $20 million, of @ $30 wnllion, Housing Guaranty (HG)
project was authorized for the Housing Development Finance Corporation
Ltd. (HUFC). HDFC is the first private sector housing finance
institution in Jndia and Housiny Guaranty tunds were authorized for the
financing of comnercial rate mortgage loans for housing for below median

{ncome houscholds.

The Housing Guaranty loan agrecment tor the authorized $20 million was
signed in January 1983, The lvan was fully dispersed on February 1,
1983. Project progress with regard tu stated project objectives and HDFC
requirements for additional financing now support going ahead with Phase

1.

This project memorandum provides support for the recomnendation to
authorized Phase 11 (310 million) of the HG project which was presented
in the 1981 Project Paper (PP) and approved in principal at that time,

Infonnation in this memorandum is supplemental to the PP, The material
herein is dertved from:  Regiunal Housing Officer's (KHUDLO) visits to
India to review project progress; consultant reports which provided
technical reviews of HDEC's projects, operations and beneficiaries; and
HOFC's Annual Reporis and Financial Statements.

J.  Program Background and Progress to late

1. Housing Guaranty Program Development

The Housing Develepment Finance Corpuration Ltd, (HDFC) is the first
private sector housing finance Tnstitution in India, It
incorporated 1n late 139//, with the stated objectives of:

- Providing long-term finance to mddle and luwer incume
individuals, associations ot individuals, cooperative societies
of individuals, other groupe of individuals, and bodies
corporate tor housing in Indva, and to promote home ownership,

- Contributing to the mobiVizatiun ot lung-tenn savings, and
transformation of chort-temn savings for long-tenn housing
investment,

- Suppurtaing the develonment ot a nattongl system of housing
. finance.

- Prownting the growth and development of the money and capital
market.



Supporting the yrowth of a diversiticd butlding industry, and
the development of appropriate building technolugy,

AlD's interest in HDFC s essentially threetold: 1) to suppurt
HDFC's c¢fforts to provide housing finance Lo as wany lower 1ncoue
families as possible; 2) tc suppurt the self-sustaining private
nature of HDFC, and; 3) to support HDIC's e¢ffourts tou promote d
nationwide network of private housing tinance institutions,

These purposes are described in detoil in the 1981 Project Paper
"Private Sector Housing Finance Pregram-India®, which set torth the
proposed $30 million two phased Housing Guaranty project to support
HDFC. The PP was approved in principal with an authorization of
Phase I (320 million) tn FYUY and & Phase 11 (410 willion)
authorizatioun projected ftor FYUZ,

In Phase 1, HOFC was to demonstrate sigmificant progress toward
achieving its objectives with regard to the mobilization of
resources and the effective origination and servicing of mortgage
loans to i1ts target group. Only families at or below the median
income level {detenmnined to be Rs. 1,200 inmid 1981) are eligible
for financing under the HG program,  The primary mechanism for
reaching this target group, oS yndicated 10 the PP, was the
‘financing ot market-rate loans to compamies which would provide
housing for low income workers. This approach supported GOIl's
interest in getting the corporate sector more 1nvolved in the
provision of housing for workers, and enabled HOFC to service the
target group while establishing itself as o financially sound
institution and developing a more comprehensive approach to
progressively increase its impact on lower income huuscholds,

The lmplementation Agreement tor Phiase 1 ospeaitically called for
HUFC, prior Lo AID's consrderatian ol Phase 11, to “adopt a policy
statement outhintng 1ts intentions regarding the promotivn gnd
financing of progre.sively lower fncome housing an India™,  AID's
Office of Housyny has had continuous dralogue with HUFC on the
development of such a policy imtiative. On April 12, 1983 ot their
38th Buard Meeting, HUOFC adopted a policy statement on low income
housing tinance {see Annex E£).  As a condition precedent to Phase 11
borruwing, HDFC i< to Jevelop an actron plan for implementation of
this policy.

As stuted 1 the origing) PP AID's lony tema shelter sector goal is
to contribute to the development of a tully functioning and viable
private housing finance system in Indve.  HOFC s the nucleus of
sUCh a system and 1ty ubjectives are conststent with AID's Yong ten
gual. Developient of o tinancvally sound network of private housing
finance institutions wicl entarl 1ncrementol expansion of the
embryonic system. A strategy of continued assistance in the tomn of
phased fntusiuns ot capital over the short tenn wiil provide

stahi lity and Viquidity tor the systum's lTong tenn growth,
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2. HDFC Prugress 1o bate

HUFC operalions ol undervay vi Junhe 1Y/t with an initial capital
base of Rs. T0U million (then sbout $12.3 million), Since then HUFC
has experienced exceptional grawth,  This growth indicates the
undeniable existence of o warket for private housing finance in

India.

For its 1962 fiscal year (July V - June 3U), HUFC paid a 7-1/2%
dividend to shareholders following an initial 51 dividend in fiscal
yEdl‘ ]98]. Pl‘()fl[S dflct‘ Laals fOl‘ tll(_‘ f]"st 8 months of fiSca]
year 1983 amounted to Ry V7.3 wilhion compared to Rs. 18.2 million
for all of fiscal year 1992.

With regard to housing loans and resource mobflization actual
6/30/82 figures are very close to the 197/ International Finance
Corporation (IFC) and 1941 AID projections for that dete (See Annex
A for detailed comparisen),

By February 28, 1983 resvurces totalling Ky, 752.¢ milliond/, in
addition to the initi1al equity capitel ot is, 100 willion, had been
mobilized. Terw luans atcounted tor Re. ¢76.4 million of the
resources mobilized, dand deposits for the remaining Rs. 475.8
million. Depusits Ccame primarily through certiticates of deposit
with ¢ small auount coming trod o savimgs prograw hinked to the
granting of loans. Tenn Juans weve obtained primarily through
several insurance compaty Voans and Phase 1 of the HG. Term oans
however are Yayging somcvhal behind projections and resource
mobilization efforts in generd) ore just able to keep up with the
increasing demond, HUFL bedieves mobilization of lTovdl resources
througn depesits could be increased it 1t would be alluwed advertise
for depusits. HUFC has Leen working Lo get the existing
restrictions altered and 1n Apral 19483 HDFC was given Timited
author’ ;7 to advertise

Housing loans outlstaidir, av uf February b, 1944 totalled Ks, 834.1
million. By this same Lime, HOFC had approved 47,107 unmits for
fipancing., Thie 15 alwost double the 1981 figure. Of these these
approvals 28,931 were to yadividualy and most ot Lhe remdinder were
made for corporate housing programs,  Dishursemcnts had actually
been made against 31,137 umts,  (bee Annex B HDEC Banagement Report
February 1983).

As of 2/20/84, V3. % 01 HOHL's Lutal Joan portiolio was directed to
families beluw Eo. ), 000/mu. and this accounted tor 303 of the

units financed.

17 TRate of exchange uscd in the 1981 PP was USE1.U0 = Rupees (Rs.) 8,00,
- The rate of exchanye 10 March 1984 1y approximately Us$1, 00 = Rs, 10,



HUFC has been eble Lo reach o larger proportion of lower income
groups through 1ts corpurate program than throqgh individual loans
bucause of assistance provided by the corporations. 0On a cumulative
basis, Ule of families whose homes were financed by HOFC under its
corporate program had incomes at or below Rs, 1,000 per montrﬂ/.

For individual luans, the figure is 150, although some 581 were
below Rs. 2,000 per month.  Becduse of rising incomes and increasing
construction costs, the averaye income level of families receiving
HDFC tinancing has shown o $low but steady trend upward and this is
a trend HUOFC must watch claosely. AID's Oftice of Housing (PRE/H)
will cuntinue to provide assistance to HDFC in the development of
mechanisims to reach, attract and service lower income groups,

In addition to its lvan operations, HUFC has a small but fully owned
subsidiary, HUIC Developers Ltd., which was established to in an
effort to bruaden its role in the housing delivery systen. Recently
HDFC has also started to provide consulting services to various
develuping country housing finance institutions.

To serve 1ts expanding operations HUOFC staft grew from a total of
175 in March 1981 to 262 by the end ot February 1983, HDFC's head
of fice in Bombay i5 now supported by a network of 9 offices in 7
states which have reached clients in some 250 locations (cities and
towns). The rapid expansion of operaticns and resulting build up of
staff has put a strain on HDFC's management. Stabilization of
existing operations including the developwent of a systematic staff
training program to accomnudate futurc expansion has become HDFC's
top mangyement priority.  PRE/H through available grant funds, is
already providing assistance to HOFC fn the development of an
ongoing steft tratning program,

HOFC's success has spurred the ainterest of the WUl in the field of
private housing finance as weld as other private entreprencurs.,
HOFC's expansion and 1ts potential for institutiona) replicability
demunstrates movement toward AID's overal) scector goa) of
contributing to the developuent of a fully functioning and viable
private housing finance system in lndia.

C. Conclusion and Keconsnendation

As called for 1n Phase | of the Private Sector Housing Finance Program,
HOFC has demonstrated signiticant progress toward achieving the
objectjves of resource mobilization and origingtion and servicing
mortgage loans to its Ltarget group (middle and low income).As anticipated

T/ HDFC Reports breakdown income of beneticiaries by: below Rs, 1,000; Rs,
- 1,000 - 2,000; Ry, 2,00Y - 3,000; and Rs, 3,001 and above., Therciore the
percentaye of beluw median ncome beneticraries (below Rs, 1,200) s

hgher than noted here,
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in the PP HUFC has beun better able to address the housing needs of helow
median income families through its institutiond] Yending programs than

through 11$ individua)l loan prugran,

HUFC's institutional progress to date and compliance Wwith the tenns of
the lmplementation Agreement calling for adoption of a pulicy statement
outlining HDFC 1ntentions for the prometion and financing of
progressively lower income housing lead to the recumaendation that the
$10 million Housing Guaranty funds described as Phase Il in the PP be

approved and authorized.

It 1s alsu recumnended that as a condition precedent to Phase 11 loan
borrowing HUFC submit, and AlD approve, an actron plan for ruplementation
of 1ts low incume policy statement,

PRE/H plans to continue to provide TA to HUFC 1n the forn of:

deve lupment of an in-house staff training program which will include
sensitizatiun of HUFC staff to lower income client needs;, HDFC staff
training in U.S. and abroad in the policy, technical and finencial
aspects of low income huusing; and assistance the development of loan
marketing and savings awaceness programs geared toward lower income

groups.
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Duta)led Program Review
Relationship to Government of India Policies and AID Objectives.

A.

As described in the original PP for this prosram, India's Sixth Five Year
Plan (1976-83) set forth a tota)l investment for the shelter sector of
some Rs. 129 billion. Of this auount GOl only allocated about Rs. 15
billion to public sector expenditures, 1.e. central or state government
programs concentrating on the lowest incowe families in urban areas., A
total of almost 901 of India shelter investuent was to be accounted for
by private sector efforts. Although self-help rural housing undoubtedly
is a large part of the private scctor effort, & substantia) share is
assumed to occur in urban areas. The Plan recognized that efforts would
have to be made to mobilize and channel savings into housing, but
articulated no specific governnent steps to achieve this.

It was in this context that HDFC, India's first private sector housing
finance institution, emerged. HODFC started operations in mid 1978.

AID's policy of ¢ncouraging maximum participation of the private sector
1n development fonned the basts for AID's assistance to HDFC. Though the
Housing Guaranty (HG) Program, AID seeks to support HDFC expand {ts
operations while at the sawe time helping lower income families obtain
huusing. As mentioned in the Summary Section and demonstrated more
conclasively in the following section, HDFC's success to date has been
phenomenal,

Although HDFC's program 1s an e¢xcellent start on providing the basis for
an effective private sector housing finance network, 1ts efforts remain a
relative “drop in the bucket" in the totality of India's housing needs,
HOFC, 1n its 1981-82 Annual Report for the fiscal year ending June 1982
states that “the shortage of housing units throughout the country 1s
arourd 30 million units, 23 million units in the rural arcas and 7
million units in urban areas",

This 1s the magnitude of the shelter problem which faces Govermnent of
India planners as they prepare the Seventh Five Year Plan (1985-90),
Once again it is expected that the private sector will be assigned the
major ro}ﬁ as India struggles to make inroads into 1ts housing
shortage’/. Key to successful interventions will be provision of long

ter.. housing finance,

About a yeor ago the Planning Commssion of the GOI initiated discussions
on hoysing and urban policy for the new plan by setting up working
groups. In this connection the Minfstry of Works and Housing has

Since the First five year plan between 731 and 894 of shelter investment
has been projected to come from the private sector. Although there
appears to be thrust to increase public expeditures in the housing sector
in the next five year plan, private investment will still predominate.
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requested the National Institute of Public Finance and ®olicy to
undertake a comprehensive study of housing finance requirements in the
country. This study which will.be completed by March 1984, is to fom
the basis for detemmining the f\qancial resources to be al!ocated to the
housing sector over the Plan period as well as to provide inputs for
policy development. AlD 1s providing the Institute with pertinent
information on U.S. shelter sector activities with particular emphasis on
mobilization of resources and housing finance activities as well as
studies on AID's experience in other developing countries.

HOFC, as the only private housing finance institution in India, is at the
center of GOl thinking with regard to the expansion of private sector
housing efforts., HDFC is important not only absolutely 1n i1s own sense
as a3 provider of financing to individuals but as a model to stimulate
other similar initiatives and as a provider of financing to the corporate
sector which the GOl believes should assume a ygreater role in the
provision of worker housing, The governuent has recognized HDFC's
importance by, for instance, designating HOFC bonds, when issued, as
trustee securities under the India Trust Act. This will assist HDFC
raise long tenn funds. Steps are also nuw beiny taken which nay allow
HDFC to advertise for deposits which will assist HOFC's efforts to
mobilize increasing amounts of local resources.

Authorization of the $10 million Phase Il HG: suppourts HDFC's continuing
expansion and the obyective of further reaching the low incume target
group; is consistent with GOl's plans and policies tor the housing
sector, and; responds to AlD private sector, institution building and
shelter sector pulicy goals,

B. Institutional Evaluation

The theme of the approved UG Project > wne rnaviwunional developnent of
HDFC. Its purposes include: to enhance HOFC's ability to raise more
capital internally,; to encourage HOFC to make more long temn finance
available to a wider range of income groups, and; to enhance HOFC's
ability to cxpand its operations in tenns of both office locations and
range of beneficiaries., Therefore an institutional evaluation 1s basic
to a review of project progress and justification for authorization of
the second phase of the HG,

1. General Asscessment

To set the tramework for an evaluation of HDFC's perfoniance to date
it 1s useful to louk at the past projections for HOFC's growth, In
the enthusfasm surrounding the creation of many new institutions in
developing countries, over-optimistic projections can be made bascd
on unrealistic assumptions related to start up time and initial
market response. MHUFC does not fall into this category. In fact,
HDFC's operstions to date have been remarkable for meeting or
exceeding projections,
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The following parayraphs highlight the findings presented in Annex A
which consists of two tables comparing the HDFC's actual FY 1981 -82
balance sheet figures (June 30, 1982) with projections for that date
contained the HG Project Paper (PP) of July 1981 and the
Iniernational Finance Corporation (1FC) Appraysal Report of March

1978.

By Junc 30, 1982 total housing loans outstanding amounted to Rs.
563.9 million comwpared the PP projection of Rs. 592.4 million and
the IFC projection of Rs. 543 million. Considering such unknowns as
inflation, the AID and IFC projection proved quite accurate. On the
Jiability side, actual total liabilities equalled Rs. 567 million;
Rs. 3»8.7 million 1n deposits and Rs, 168.3 million in term loans.
The 1981 PP projected Rs. 585 million in total liabilities; Rs. 380
million in deposits and Rs, 205 million in terns loans. Again, the
actual vs projected figures are close. However actual deposits are
greater and long tern debt less than AlID originally projected.

The se figures on resource mobilization indicate that HDFC needs to
increase 1ts long temn funding, HG finencing will continue to
strengthen HDFC considerably in this regard,

On the income statement, actual figures were also generally very
close to or more favorable than projected. Actual bottom line
protits beforce taxes amounted to Rs. 27.2 million as compared to
projections of Rs., 22.2 million,

HDFC's performance has been achieved with a much more rapid
expansion of the organization and its staff than originally
envisioned. This expansion was well underway by the time the HG was
authorized in 1981 but the 1978 IFC appraisal report projected a
total staff of only 41 by June 30, 1982 with three branch offices
plus the hcadquarter.  In actuality HOFC had 250 total staff by the
end of FYB1-82 and nine offices plus the hcad office. This
expansion has not occurred without some organizational strains which
are discussed 1n sections 11.B.3 and 11.8.7.c. of this memorandum,

In the final analysis HDFC's overall institutional performance has
been excellent, 1t demonstrates that a private institution, with
modest and appropriate government support, can provide long tem
housing finance in India,

HDFC's private scctor initiative and perfornance to date has also
attracted international attention, Several countries ¢.g. Kenya,
Ghana, Indonesia, and Sri Lanka have sent staff and officials to
Bombay to learn from HDFC's operations. In conjunction with 1ts HG
program, the Government of Sri Lanka has contracted with HDFC to
study 1ts State Mortgage and Investment Bank, with the anticipation
of replicating HUFC's approaches. PRC/H has also used HDFC staff on
studies in Thailand, Additionally, IORD has had exploratory
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discussions with HDFC with regard to servicing loans under its
projects in Calcutta and Bombay. These are all earmarks of
dynamic institution off to a successful start.

2. Review of Ownership, Policies end Objectives

HOFC's ownership and financial structure is set forth in detail in
the PP. At the time of fts organization HOFC issued Rs. 100 million
in share capital, all of which was subscribed, out of an authorized
share capital of Rs. 250 mi11ion. HOFC has not found it necessary
to {ssue additional share capital since that time,

It should be noted that the International Finance Corporation (IFC)
subscribed to 51 of the initial capital and has a seat on the board
of directors. It, along with AID, maintains a close relationship
with HOFC and conducts periodic supervisory visits.

HUFC's major ohjectives are to (1) provide long tern finance to
iniddle and low income families throuyh individual loans or as
members or employees of cooperatives and corporations respectively;
and (2) mobilize long tenn resources 1n the form of deposits, term
loans and bonds and transforn short tenn savings into long term
housing investment., A longer tenn objective is to support the
development of a national system of housing finance.

These corporate objectives, to greater or lesser degreces, are being
met, Clearly the provision of long temn finance to middle {ncome
families is being achieved. Finance of housing for lower income
famflies 1s alsa beyng provided however the overall share of these
activities 1s decreusing slightly., This-{fssue 1s covered in more
detail in other Section I1.C. of this memorandum, Resource
mobilization, while subject to fmprovement 1s proceeding
satisfactortly. Mcanwhile the: dewand for HOFC long term housting
finance 1s increasing rapidly and resource mobilization efforts have
to be increased according. With HDFC offices in seven states and
outreach to over 250 towns, the beginnings of a nationwide network
of private housing finance take shupe, :

3.  Organizoetion, Administraotion and Staffing

HUFC 15 a rapidly yrowing organizetion, This growth entails careful
management and the ability to assess the cffectiveness of {ts
arganfzatiovnal structure and adapt eccordingly. As a result of an
ongoing ¢ffurt to tiprove operations ond management Lystems, the
company’s vrganizational structure was recently revised,

Alterations were made at the divisional level where authority has
been delegated in four distinct arces, «.y. Operatfons, Finaike ang
Planning, Resources and Legal/Sccrctarial,  Lach division has a hewy
who reports to the General Manager/Deputly General Manager who in
turn reports to the Chatrman,
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The officers ond statf of HUFC, now totalling 20¢ persons, have been
formed into an cnthusiastic, cuuvperative, and highly motivated tean
which is an cbvious strength of the organizatiun, It is projected
that over the next S years an additional 75 to 100 people will have
to empluyed and trained, Management recognizes that current
training and euployment procedures are no longer adequate (see
section 11.8.7), therefore a specialist in the field of training and
personne) 1y now betng sought.  This action should eventually lead
to the fomation of & fitth diviston, for Personnel and Tratning, 1n
the Head Of fice.

Aside trom the Head Ottice v Boabay, HOFC has etght full branch
offices: Amhcdabad, vangalore, Calcuita, Dadar (Botbay), Madras,
New Delht, Fune ond Hyderabad, In 1982, HUEC also vpened a swall
office vn Cuchin as a sub-branch to the Uangalor Otface, An
extensive branch reporting system ts in place which results in
excellent manogenent data.  Monthly reports are comptled on a
bramch-by-branch basie and abnormialitics are easily observed, A
typical branch 15 stafted Ly fifteen to twently people which includes
a branch manayer, a legal officer, o technical ofticer and credit
otfycer. Suppourt staff for these eacCutive positions comprise the
balance ot the oftice tource,

To date HOEC hay gruwn as a urgantzeticn with a streny centralized
authurily structlure.,  JU Hay been recoyniicd that thrs system will
brcoae untenable as vperationy eapdnd, thercfure at the April 12,
1983 Buard vieeting 8 dectston was made tu starl tou decentralize loan
approuval authortty, Decentraltization 18 o prucecd 'n a phased
ganner and will be tnfttated Ly the branch offices themselves.  That
15, branch vanaygers will indicate 'to the Head Office when they feel
they have the sufficient internal capability to tahe un YnCreased

sspuntibi bty The current ranagement objective 14 for
decentraltzation to be co.pleted by June 1904,

A BDFC Yony tent corpurate objective 15 Lo pruvide services 1n all
parts of Indva. Towards thie end 1t tntends Lo open at least one
branch tn every state. Urtginally HDIC had planned to opeb tw0 new
branches a year which would have led tu a natlunwide network 1n the
firet via or seven years of cperation,  This Uire frame 14 now being
reassesied due Lo Lhe high resource and an power cobls entatled {n
gpentng new of f1ces and due Lo the need To stabiltze cadsting branch
cucraliuneg,

The focus of FYBI-B8 activities will Le to strengthen the eatsting
branches and to develep thedr capacitly Lo penetrate the reqgion th
which they are Jocated,  Therefoure short tem cephasts will be un
sub Dranching, based un the Louchin moude) 0 Bangalore, and on
servicing a Varger number of tuwng within the regton thruugh branch
besed vulreach activities,
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In the decision to concentrate short-tenn efforts on depth of
service within a region as opposed to country-wide breath (which
essentially entailed servicing higher income primate city
populations), HDFC {s making a conscious effort to increase its
access to lower incone households. The long term corporate
objective of expanding operations to every state in India remains in
tact, however the time frame has been revised. Management now sees
a more realistic target as being one new state branch per year.

4, Mobilization of Resources and Lending Activities

As noted in the General Assessment section of this paper, 1978 and
1981 projections for HDFC's growth by June 1982, with regard to
resource mobilization and lending, were more or less on target.

Since June 1982 demand for loans and the subsequent need to mobilize
additional resources has accelerated as indicated in HDFC's
Management Report for February 28, 1983 which is attached as Annex B.

On the Yending side HDFC mortgage loans are essentially of three
types: loans to individuals, loans to cooperative societies and
apartuent owner associations, and; loans to corporations for housing
projects. At present, about 80%1 of the loan portfolio is in loans
to individuals with institutional loans covering most of the
remainder., Lending rates to individuals now vary between 12.5% and
14.5% depending on the amount of the loan and individual loans have
an average maturity of 13.24 |years. Corporate loan rates range
between 15-17% and have an average maturity of 6.76 vears.

Total loan approvals during the eight month period June 30, 1982 -
February 28, 1983 amounted to Rs. 452 million against Rs. 440
million for all of FYB1-B2. Disbursements during this eight month
period totalled F-, 286 million compared to Rs, 300 million 1in
FYB81-82. Cumulative loan approvals as of 2/28/83 amounted to Rs.
1,502 million for financing of 47,107 units against which
disbursement of Rs. 898 million for 31,137 units had been made.

HOFC's primary means of mobilizing resources has been through
deposits which stood at Rs. 475.8 million on 2/28/83, up
significantly from Rs. 3908.7 million on 6/30/82. Of this, almost
the entire amount is in Certificates of Deposit ranging from §
months to 5 years mostly from institutions wnd companies and some
from individuals, A small amount 1s in "loan-linkea" deposits wherc
an individual saves up a specific amount before obtaining a loan.
This program has developed very slowly and HDFC 1s now considering a
new cffort for a similar scheme with TA from the German foreign aid
development bank,

To date MDEC has been hampered in its efforts to further increase
resources through deposits because of reyulations which have not
pennitted them to advertise for deposits, HOFC has lobbied to try
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to get these regulations altured and these efforts seem to be
succeeding. In April 1983 HOFC received preliminary approval for.
monitored advertising. A change in these regulations wil) greatly
enhance HDFC's ability to expand 1ts local resource base.

HDFC central management 1s also launching a strong effort to
transfer more of the deposit related resource mobilization
responsibility to the branch offices. Until now branches have
focused their efforts on lending activities with Tittle regard to
overall mobilization requirements which were seen as primarily a
head of fice responsibility. Therafore at the Branch Manager's
meeting in April the need for Branches to increase their resource
mobilization efforts and to balance their internal lending and
deposit portfolios was strongly emphasized.

Mobilization of resources in the form of long term capital is
crucial to an institution which itself makes long term mortgage
loans. As of 12/31/82 HDFC's term loans outstanding stood at Rs.
271.4 million, a substantial jump from the Rs. 168.3 on 6/30/82. In
general, however, HDFC's mobilization of resources from long term
loans has lagged behind expectations.

In HDFC FY83 a total of US$30 million in long tenn funds will be
‘secured: US$20 million from Phase I HG, US$3 million from the
General Insurance Corporation and US$7 million which the Reserve
Bank of India has directed the Indian banking system place with HDFC.

Additiond) long tenmn funds are being sought for the coming year.
The Phase 11 HG will provide $10 million and a loan of $10 million
from the Life Insurance Corporation is planned. Capturing these
iong tenn funds, of which the HG funds are crucial, establishes a
maturity level to palance against HDFC's long tenn mortgage loans.

As of 2/28/83 funds borrowed from institutional sources cost 12.3%
and the average cost of depossits was 10,574. This results in an
average weighted cost of furds of 11.17%. The weighted average
earnings from Toans was 13.1/% which results in 2% spread.

Most of HDFC's operational expenses are covered from the income
derived from the fees it charges for loan applications forms,, loan
procussing and technical and legal scrvices.

During 1983 and beyond, HDFC will direct considerable effort toward
the wobilizetion of funds from religious and charitable trusts as
well as towards raising consumer savings deposits. By recent
amenduient to the Income Tax Act the income carncd on funds placed
with HOFC by religious and charitable trusts will be exempt from
tax. Howsehold savings are also an important source of potential
funds and HUFC is now confident of mobilizing larger amounts from
individual depnsitors in view of the enhanced benefit available to
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depositors of HDFC i.e. interest on deposits with HDFC will now
qualify for deduction up to Rs. 7,000 (hither-to Rs. 4,000). Since
rates of fered by HDFC on its deposit schemes are better than the
rates of fered by commercial banks and compare favourably with other
investment avenues on an after tax basis, advertising should help

attact additional savers.

5. Financial Projections (in U.S. dollars)

In FYB81-82 (July 1 - June 30) HDFC loan approvals totalled US$44
million. HDFC projections for FY82-83 are for approvals totalling
$64 million which represents growth of approximately 45% in one
year. The projected growth rate for the following two out years is

for just over 25% (see table on following pace).

To finance this anticipated level of business, HDFC will have to
raise US$41 million, $57 million and $73 million of additional funds

in FY82-83, FYB3-84 and FY84-85 respectively.

The anticipated

sources of funds include borruwings under NG program, loans from
comnercial banks and Insurance companies and funds rajsed under

HDFC's deposit schemes,

As can be noted in Table 1, HDFC projects a

substantial portion of the increase in resources to come from
deposits which are to account for approximately 27% of the
‘additional resources required in FY82-83 to over 45% in FYB84-85.

HG financing is presently an {mportant source of funds for HDFC not
only in an absolute sense but also as a source of long tem

capital. In FY82-83 the $20 Phase 1 HG loan which HDFC drew down in
February 1983 accounts for almost 50% of the year's requirement for
additional resources and represents two'thirds of HDFC's long tern
capital. In the out years as HDFC increases its capital base from
other sources, HG financing will become an increasingly smaller
portion of HDFC's overall portfolio.

TABLE I

Financial Projections for HDFC

(in U.S.$ millions)
(FY = July 1 - June 30)

Fys2-83 FY83-864 FY84-85
Loan Approvals 64 82 105
Loan Disbursements 46 63 82
Additional Resources
Required 4 57 73
Sources
Comnercial 7 10 15
Insurance Companies 3 5 5
Deposits 1 22 33
Other (including HG) 20 20 20
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6. - Technical Capacity and HUFC Developers Ltd.

HDFC's technical review of loan applications is concerned with the
costs of land and building and in the case of corporate projects,
infrastructure costs, to ensure that these costs are representative
and that HDFC finance 1s not being misused. In late 1982 a review
of technical services was conducted by HDFC's technical departments
in the head and branch offices. This review indicated that HDFC
technical services were adequate to accomplish the objectives of
HDFC's present operational approach, i.e. to ensure that when & loan
is approved the value of the house or project is such that the loan
can be fully secured by the mortgage and that the borrower's
contribution is fully made.

HDFC Developers Ltd. is a wholly owned subsidiary of HDFC. It was
established to broaden HDFC's role in the delivery of houst ag by
becoming directly involved in the design and construction process.

HDFC Developers Ltd. presently only has ome management “person and
all work is contracted out. The subsidiary has three projects
underway; 600 flats in the newly emergin industrial area in Pune,
200 flats in new Bombay and an office building in new Bombay. The
latter consists of 8 floors totalling about 65,000 square feet.
‘HDFC will keep two floors for new offices and sell the rest.

The initial intent was to move ambitiously a g with HDFC
Developers Ltd. However the lack of technically trained staff and
the intricacies and potential pitfalls of the construction process
has resulted in HOFC Board members recomnending that for the present
HDFC Developers limit its activities to'ongoing projects. Direct
involvement in the construction process without the proper
expertise, poses too high a risk factor.

HOFC, however, retains a strong interest in building up its
technical capabilities in order to become more involved in the
housing delivery process. Present plans call for increased emphasis
on the design aspects with a vien toward being able to provide
technical advisory services to corporate and institutional borrnwers
on methods of reducing costs for units planned fo- workers through '
better layout and design. In April 1983 HDFC adv:rtised for .an
architect as initial step in the process of enhaicing these
technical capabilities.

7. Problem Areas

From an operations standpoint, HDFC has two areas which need to be
addressed: personnel training and decentralization of authority,

HOFC realizes more attention to training of new personnel 1is
needed. Management has been occupied with the company's rapid
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growth and as a result people aru hired, put in a slot, and expected
to start performing. With a staff now totalling about 262 of whom
about 45 are officers, there is however still no executive level

of fice who is reponsible for personnel matters.

HDFC is fully cognizant of its personnel and training needs: the
need to train new staff in the operations and objectives of the
company; the need to recruit and keep high quality staff; and the
need to drvelop training manuals and programs. Management has taken
an initiai steps toward addressing these needs in its decision to
advertise for a full time personnel officer.

Additionally PRE/H has already had several discussions with HDFC
about how one can design and establish staff training programs and
is providing grant funds for technical assistance for this effort,
The target is to have an ongoing i:1-house staff program in place by
the end of CY 1983.

The second issue is one of decentralizing some of HOFC's operations
and decision making, Until recently all loans wcre approved and
checks for disbursement prepared at the Head Office. In view of the
increasing number of loan approvals, which have now reached 1,500
per month, HDFC ha: taken the decision to decentraliz. the loan
approval process by setting up loan review conmittees at the Branch
Offices. However, the implementation of this procedure will be
taken up in a phased manner, with Branch offices signaling their
readiness to start assuming loan approval responsibilities. The
target is to have all branches responsible for the approval of a
significant portion of their loan p°rtfolios by the close of FYB83-84,

The Target Group and Affordability

1. Detenmination of Median Family Income

The lack of income data in India poses a problem in determinating
median income. Any such figure has to be derived. An all-India
figure even broken out between rural and urban it biased due to the
large various between states. However analysis done during the
project development work for the PP rasulted in an accepted estimate
of the median urban family incomes in India to be Rs.1,200 in
mid-1981. This figure was derived from 1977 data and was considered
to be a conservative estimate at that time. '

The HG was structured so that all beneficiary families whose housing
would be eligible tor financing under the program would have to be
at or below the Rs.1,200 per month level,

In an evaluation of HDFC borrowers conducted in December 1982 it was
decided to obtain more recent data with regard to income
distribution. However, no more recent studies on income are
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available than those utilized in 1981 which were thenselves based on 1977
data. An updating of those figures using consumer price index statistics
prepared by the Center for Monitoring the Indian Economy, would indicate
that median family income with monetary correction for urban India but
without real income growth about Rs, 1,400 in 1984, The comparable
figure for Bombay would be Rs, 1,778. (see Annex C).

For Phase II of the HG 1t is proposed that the same {ncome figure
for eligible beneficiaries be used as in Phase I i.e. Rs.1,200/mo.
An updated median income figure would be used for follow on HG
programs, however, the question of how to detennine a such figure
may be reassessed.

2. HDFC Beneficiaries and the HG Progran

Because of the absolutely low income levels in India, the high cost
of housing, the interest rates that HDFC must charge to cover its
borrowing. costs and the newness of HDFC as an institution in 1981,
it was assumed that most beneficiaries under the Phase I HG Program
would be corporation's or other organization's workers where the
organization would pick up pari of the cost of the housing. The
Intent was to look at ways to reach more individual borrowers in
Phase 11.

Because one of HUOFC's major objectives 1s to provide housing finance
for low and middle income famjlies, HDFC's manijement reporting
system provides income data on 1ts borrowers. Income of borrowers
is broken down in the following categories: up to Rs.1,000;
Rs.1,001-2,000; Rs.2,001 to 3,000; and Rs.3,001 and above.

Cumulative figures for all loans approved through February 1983
indicated that of a total of the 47,107 units approved for
financing, 28,931 (61.1%) were-for individuals and the remaining
number were included under various corporate or group projects.

Of the total units financed, 14,253 (30%) were for individuals or
workers with incomes at or below Rs1,000/mo. This relates favorably
to the objective in the PP logframe which indicated that
approximately one third of total HDFC beneficiaries would be below
the median income (Ps.1,200/mo. ).

The average monthly income for all families receiving individual
1gans through November 1982 was Rs.2,200. For the period July 1 -
February 1983 the figure was Rs.2,300. Beneficiaries under the
corporate loan program had averaged Rs.1,000 per month from HDFC's
inception. However the figure for the July 1 - February 28 period
rose to 1,200, Therefore there appears tn be a tendency for average
income levels to be moving higher.
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With regard to the di stribution by income level of individual
borrowers cumulative figures indicate that 15% of loans were to
families up to Rs.1,000 per month income and another 43% went to
families from Rs.1,000 - 2,000 per month income. However, for the
period July 1 - February 28 1983 the comparable figures were 10% and

411,

As anticipated in the project design the percentage of cervporate
beneficiaries is much higher. A total of 81% of worker families
obtaining housing through the corporate program had incomes below
Rs.1,000 per month and another 14% from Rs.1,000 - 2,000, Figures
for July 1 - February 28, 1982, however, had shifted to 64%
below Rs.1,000 per month with the shift occurring to the Rs.1,000 -
2,000 level. (See Annex B, HDFC's Management Report for details).

The above noted data regularily collected by HDFC does not provide
information on the total number of eligible HG beneficiaries i.e.
Rs.1,200/mo. and below. Nor does the data breakdown the eligible HG
beneficiaries by income grougs. As an example of these types of
figures the latest month of loan approvals for individuals (April
1983) were tabulated and are presented in Table 2. This information
indicates that while the percentage of families with below
Rs.1,000/mo. is only 7.5% for April the percent of HG beneficiaries
‘(Rs.1,200/mo.) 1s 22.6%.

TABLE 2
April 1983 HUFC Loan Approvals for Individual Borrowers

Income Group # of Yoans approved (%)
Up to Rs.600 10 (.6) )
601 - 800 29 (1.8) ) 22.6%
801 - 1,000 7% (4.7) )
1,001 - 1,200 246 (15.5) )
1,201 - 1,250 107 (6.8)
1,251 and above 1,119 (70.6)
Total 1,586

In December 1982 PRE/H funded a socio economic analysis of HOFC Low
Income Loan Applicants (Annex D). The study used small samples from
each of two cities, Bombay and Bangalore. The survey indicates that
the Bombay applicants with incomes below Rs.1,200/mo. are younger
and financing smaller units at a higher cost than their counterparts
in Bangalore. In both cities the units being financed are

af fordable to low income benficiaries only because of the large
downpayments being made.
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Evidence to date indicates that there is a market for HDFC at lower
income levels, however the depth of the market requires additional
analysis and such analysis would have to take into account regional
differences. PRE/H plans to work with HDFC in the development of
such market analyses as well as loan marketing and savings awareness
programs geared toward lower incoine groups.

In conclusion there 1s a shift toward a slightly higher income 1evel
for HDFC clients, which undoubtedly reflects increasing incomes in
India. However it is a factor that HDFC needs to address and {s the
subject of the following sections.

In Phase I of the HG program the emphasis was on reaching lower
income beneficiearies via the corporate program. This has clearly
proved to be a suitable vehicle for reaching the target group. Now
increased emphasis on other approaches is required. To date 15% of
indivisual Toan approvals have been for applicants at or below
Rs.1,000/mo.. Given rising incomes and the overall growth in the
number of applications processed it seems reasonable to keep that
figure as a target for Phase Il. Such a target will result in an
increase of the absolute number of lower income beneficiaries
seeking individual loans and will represent a relatively lower
income group.

3. HDFC Low Income Policy and Initiatives

PRE/H has had an ongoing dialogue with HDFC about i:kcreased emphasis
on servicing lower income target groups. Given the relative youth
and uniqueness of HDFC in India, their showing to date should not be
underrated. However, as indicated above, in order to increase its
service to these groups a more aggressive approach will be

required. HDFC is aware of this need.

On April 12, 1983 the HDFC Board of Directors adopted A Policy
Statement on Low Income Housing Finance (Annex E). AID had made the
adoption of such a statement a prerequisit to Phase 11
authorization. A condition precedent to Phase II borrowing is to be
the development of an action plan for implementation of the policy.

The recent policy statement reaffinns that HDFC will actively .
encourage access to lower income groups, by: attempting to increase
the average loan/cost ratio for low income beneficiaries;
strengthening 1ts tcchnical capabilities so as to be able to provide
advisory services to institutional clients who are willing to
broaden their range of beneficiaries; by becoming actively involved
i1n municipal and or Internationally sponsored urban shelter projects
which target low income beneficiaries; introducing staff training
programs which will 1nclude sensitizing staff tu the special needs
of low income applicants; outreach to smaller towns; and working
toward the creation of an Institute for Housing Research which would
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study technical aspects of lowers housing costs and innovative
financing mechanisms,

HDFC has already started advancing some of these ideas. Expanding
the reach of existing branch offices to service smaller towns and
thereby accessing relatively lower incomes has already started. The
method used is to advertise in advance in local newspapers that HDFC
representatives will be at a given location for a given number of
days. In the area in which this approach has been tested (from the
Puna Branch) the turn out has been good and HDFC has found that it
does in fact access relatively lower income applicants,

HDFC has also had discussions about active participation in urban
shelter projects in Calcutta and Bombay. In Bombay the World Bank
is planning a Rs.3 billion project which would help fund
infrastructure for slum upgrading and sites and services
activities. HDFC's role would be to raise some Rs.450 million over
four years (1985-88) for financing of shelter construction on site
and service plots and for some home improvement activities. The
income distribution of households in the project area suggests that
63% earn less than Rs.1,000/mo. of which 35% are below Rs.600/mo.
In the Calcutta Metropolitan Project discussions have centered on
HDFC servicing loans to project beneficiaries. The Calcutta project
would provide HDFC staff with experience with low income households
without the attendent financial risk.

These initiatives indicate that of HDFC is aware of the need to
actively pursue lower income client groups.

D. Special Issues

A major issue facing HDFC, as it continues its growth, is operational,
That is, it nust ensure clear and efficient lines of authority, and
adequate staff in terms of numbers, technical qualifications and
opertional training. As noted in earlier sections these issues are being
looked at by HDFC management and steps to address them are being taken.

HDFC's responsiveness to helping meet the housing finance needs of middle

and low income families throughout the country has met with continued GOI
support for the various concessions and designations, and continued AlD
assistance through the HG Program. Whi“e HDFC must balance its expanding
operations across income levels, its greatest challenge will be in developing
innovative mechanisms for servicing 1ower income groups. As discussed

above the recent policy statement adopted by HDFC's Board of Directors
provides the impetus for management to actively pursue new strategies for
targetting low income families.
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I11. Phase 1] Progran Objectives.

A. Current Prograin

The basic theme of the current HG project as set forth in the original PP
1s to support the development of a private sector housing finance
institution which services AID's target group. HDFC is the first such
institution in India and is pioneering the field of private sector
housing finance in India. To achieve AID's goals, the strategy
underlying the program with HDFC is to, with a relatively large infusions
of capital, supplemented by some technical assistance, increase the
resource availability of the HDFC and help broaden its exposure to
potential lenders and depositors, thus enabling it to expand the overall
scope of its operations. Infusion of HG financing, however, must be
directed at families below the median income level. The AID strategy,
therefore, also entails support for HDFC to carry out its own objective

- of financing homes for lower income families. In Phase I HDFC has shown
reasonable success in this regard especially in its corporate program,

Phase Il of the current HG program, while continuing to support HDFC's
institutional development and continued growth, also marks 8 shift in
program eniphasis toward increasingly more active pursuit by HDFC of
accessing lower income clients. This pursuit however must be staged
withih the context of organizational realities. Adoption of a low {ncome
policy statement was clearly a necessary move in this direction. The
next step thc development of a realistic action plan for policy
implementation. This is to be e condition precedent to the borrowing of
Phase 11 funds. Future support will be tied to progress in implementing
the action plan.

In conjunction with Phase 11 and future HG financing PRE/H will continue
to provide technical assistance to HDFC in the design of programs to
strengthen 1t as an organization (i.e. design of operational in house
staff training programs) and to access, attract and service lower income
populations (i.e. technical training in low cost housing design and
design of targetted market surveys and savings awareness and loan
promotion campaigns).

B. Long Term Strategy

HDFC 1s recognized as a majur private sector initiative in the housing
sector in India and is a significant contribution to AID's private sector
activities. Its development demonstrates how imaginative use of capital
resources coupled with a small amount of TA can contribute to
Institutional development and attendant policy changes. HDFC's success
to date provides the GOI with a positive indication of the potential for
a private role the housing finance system as it developes its new Five
Year Plan. There now exists a private sector institution which offers
Tong tenn mortgage financing as well as provides a model for other
private sector housing financing activities. Step by step HOFC is
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carving out an institutional role within a legal and administrative
structure which here to fore has not provided for the development of a
private housing finance network.

For these reasons 1t will be proposed that AID develop and enter into a
subsequent longer-term program comaitment to HDFC to:

(1) Continue to improve its resource base and, through this, work with
HOFC to develop means to increase its mobilization of resources from
both the Indian capital market and individual savings.

(2) Continue to strengthen HDFC as an institution and as a leader in
private sector housing finance development.

(3) Continue to increase the number of loans which finance housing for
families below the median {income.

A propcsal for a follow on multi-year HG will depend on cbntinued program
progress. Initial project design may be expected to begin in 1983 for
initial authorization in FY84,
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Phase 11 Implementation

The AID/HDFC Implementation Agreement for Phase I1I will be negotiated and
signed during the early fall 1983. As a condition precedent to HG
borrowing HDFC will submit and AID will approve, an action plan for
implementation of the low income policy. Based on HDFC projections for
financing requirements HDFC will probably seek investors in the U.S.
capital market in November 1983 with loan and guaranty agreements to be
consummated in early 1984. The draw down would occur as in Phase I i.e.
as a single draw supported by previous HDOFC disbursements against loans
for families below Rs.1,200/mo.

Consideration will be given for an advance if it is required to meet
the overall goals and objectives of this project.



HDFC Profit and Loss Account

Fy 81-82

(millions of rupees)

Actual
Income from Operations

Interest on Housing Loans 83.7
Fees and other charges 9.6
Other Interest, Div. & Discount 18.7
Profit on Sale of Investments 2.0
Other Incame .6
84.5

Expenditure and Charges
Interest and other charges 48.0
Staff Expenses 3.3
Ext. Expenses 1.4
Other Expenses 4.2
Depreciation .3

Pre & Pub Income Exp - Written off

Profit Before, Tax
Less Prov. for taxes

.2
57.4

21.2

HG

(July 81)

54.2
8.1
8.5
8.0

78.8

48.6

8.0

56.6

22.2
7.6

Projected

Annex A

IFC

(March 78)

53.6

1.7

55.3

31.5
.8
.3

33.1

22.2
12,2



poofit After Tax
had Profit from previous year

profit after tax avail for Distridbution 20.4

Di stribution

Specis] Reserve
Dividend

Profit Carried Forward

14.6

14,6

14.8

2

10.0

10.0

8.0

2.0



Assets

Net Current Assets
Inve stments

Housing Loans

Net Fixed Assets
(including advances)
Others

Total

Liabilities and Het Horth

Deposits
Term Depts

Total Liab.
Paid-in Capital
Special Reserves
P &L ACct.

Total Net Worth

Total Liab, & Net Worth

HDFC Balance Sheet
6-30-82
(million of Rupees)

Actual

84.J
29.1
563.9
n.7

HG
(July 81)

38.0
51.0
592.4
22.5

704.8

Projected

IFC

(March 78)

30.0

543.0

573.0

200.0
265.0

465.0



HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED

Annex B

MANAGEMENT REPORT

-~  QPERATIONS

AS AT FIERUARY

25, 1963

38TH BOARD MEETING

APRIL 12, 1983
AGENDA ITEM NO:
I. AVERAGE LOAN PROFILE
INDIVITAIAL CORPORATE *
OWIER.. 11 BODIES
CURRENT CUMULA - CURRENT' CUMULA-
YEAR IVE YEAR TIVE
1. COST PER UNIT k 98,000 | &9,000 76 ,000: 42,000
2. LOAN PER UNIT Kk 42,000 | 38,000 43,000 | 22,000
3. RATE OF INTEREST 13.75% | 13.06% 15.96% 14 62%
4. TERM OF LOAN 13,19 YRS | i3.34 YRS | 6.03 YRS| 6.76 YRS
5. AREA OF DWELLING 71 €0 M 7 50 M 54 SQ M- | 48 S0 M
UNIT
6. AGE OF APPLLCANT 37 YRO 27 YRS - -
7. FAMILY INCOME OF b 2,200 2,300 1,200 1,000
APPLICANT
8. LOAN/COST RATIO 43% 43% 57% 529%
9. COST/INCOME 3.81 : 1%
L .

» FCR FEBRUARY 1983

ne.




STATUS OF ALl [-2TICIS RECEIVED

(2)

- e e v - - —— ——————— ot

¢ b e e rw m gt s e a—

INDIVIDUALS GROUP PROJECTS LINE CF CREDIT CORPORATE  DIES
FEB. | JAN.| C.YR.| PREV. | CUMUL-
'83 '8l JULY~|] YEAR ATIVE
FEB. | JULY-
'83 FEB.
‘82
(1) (2) (3} (4) (3) (1)X2) 1(3) ((4) 4 (S) (2K (Y[ (D ()] ()
'. QFLMING DALANCE OF 2644 | 23851 1954 1580 - 516 3 |lo - 613 1| - - 122 {17 1.5 q -
APPLNS UMDER PROCESS
!. /TPLNS RECEIVED 1608 | 1457}10638 | 5718 | 36619 -=-17]992 | 2,3 |13|5(48 {3 | 6 |38 |34 | 160
. TCGTAL L., (1+42) 4252 | 3842]12592 7298 36619 516 Jl10 |19 |92 8l6 11415148 |25 (23 |53 |38 le0
. 2 0FLNS CLOUSED 130 107 639 462 2346 -} - - 1 ]io -1 - - - - - - 2 1 12
{%1IR TO SANCTICH -
- s PLN5 REJECTED 24 24 183 117 1024 -1 - -{-i- -1 - -] - - - - - - .
2 OS5 APPLICATIONS 1192 | 1067] 8864 5305 30343 A I § 6 {li |78 1] - 714141 7 133123 130
ZANCTICNED
7. TGTAL APPLNS 1346 [ 1198} 9686 5885 33713 171 6 |15 [B8 1] -~ 714141 7 1 ]35] 24 142
PESCESSED (445 +6) :
#. ADPLHS CANCELLED 59 40| 1350 335 1412 -{-t-=-1-12}|-1-1-{-) 1] -1 -] -1 - 6
AFTER SANCTION :
i'. HET apPnnis 1133 | 1027} 8514 4970 28931 1(1 € |14 |76 1] - 714140 7 1133¢}23 121
TAHCTICHED (6-8)
O sPPLNS © .
AT e ot TOCESS 19906 | 2644| 2906 | 1413 | 2906 | afs|a 4| a|l7|e] 21| 7|18l22]18]1s] 1u
Ly 1y

Sest Available Document




SUMJAARY SHIZT

CUMULATIVE CUMULATIVE
111. FIGURES FEB. 'E3 FIGURES J/N. '83
NET .
SANCTIONS NO.OF | NO.CF | RS.IN NO.OF | NO.OF | RS.IN
AFPL. | UNITS LhCS 2PPL. | UNITS LACS

INDIVIDUALS 128931 | 28931 | 110€3.53 27798| 27798 | 10600,45
GROUP PROJ. 76| 1717 500,80 75| 1689 481.13
L.O.C. 40| 1914 616.90 39| 1842 586.90
| CORP. BODIES 124 | 12104 2609,51 117 11918 2480.52
CONST. FIN, 10! 2441 208,34 10| 2441 208.34
I. TOTAL 29181 | 47107 | 15019,08 28039 | 45688 | 14357.34
D] SBURSEMENTS
INDIVIDUALS 20175 | 20175 6620,01 16335 | 19335 6296.79
GROUP. PROJ. 60| 1420 352.86 60| 1420 347.20
LocC 25 668 374,22 25 68C 369.90
CORP. BODIES - 77| 8033 145¢.11 751 7967 1470,81
CONST. FIN. 8 821 155.34 7 789 143,34
1I. TOTAL 20345 | 31137 8976.54 19502 | 30191 £630.04
COMMITMENTS
INDIVIDUALS 8756 | B756 44€3,52 8463 | 8463 4301.66
GROUP PROJ. 16 297 147.94 15 269 133.93
L.o.C. 15| 1226 242.68 14 | 1162 217,00
CORP. BODIES 47| 4071 1133.40 42 | 3951 1005.71
CONST. FIN. 2| 16z0 £3.00 3| 1e52 65.00
II1. TOTAL 8836 | 15570 6040.54 8537 | 15497 5727.30
IV. TOTAL REPAY-

MENT OF PRIN- c3s .24 €80.77

CIPALL RECD.
V. ADDL. FUNDS TO 510L. 30 4b4§'f3

EE MOEILISED = b, e

A
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(48)

CURRENT YEAR JULY - FEBRUARY '83

FEBRUARY '83 JANUARY '83

BET LCTUAL FORECAST
SINCTIONS

NG.OF| NO.OF RS.IN Mo.OF | NO.OF RS.1H [ 4 NIDM RS.IN NO.OF | NO.OF RS.IN

APFL.| uniTs LACS APPL | UNITS LACS Atrs lwitTs LACS KPPL | UNITS LACS
INDIVIDUALS 1133 1133 | 483.08 1027 1027 434,891 1815 | 6514 3557.55 -} 7600 7600 | 3000.00
SROUP PNORJ. 1 28 19,67 1 7 3.21 ' 9y 46,40 14 80.00
L.O.C. 1 72 30.00 - - - 1 215 98,50 160,00
CCRP. BODIES 7 186 | 128.99 1 4 1,00 53 | 1754 777.39 30 BS:,32
CCMN3T. FIN. - - - - - - b ] 1152 40.00 1:3.27

L TCTAL eee.. 1142 1419 | 661.74 1025 1038 439,10 | &34i [11790 4519.84 £266,.60

DISDBURSEMENTS
INDIVIDUALS 840 8B40 | 321,22 743 743 307.71 e111'] 6191 2298,13 2200.00
GROUP PRQJ. - - 5.66 1 12 6.54 ¢| 128 57.3C 66. G
L.0.C. - 8 4.32 - 5 3.€2 ] as 57.60 160.00
CORP. BODIES 2 €6 5.30 1 63 50,45 17 817 412.78 183.31
COHST. FIN. 1 32 12.00 - - - 2 144 37.00 133.34
TOTAL w..u... 843 916 | 348.50 745 823 368,32 €2:2 | 7375 2062 .81 3045.34




Iv.

LO’NS SINCTIONED REGIONWISE

. {5)

JULY 1982 TO FEBRUARY 1983 JULY 198) 10 FEBRUARY '82 CUMULATIVE
REGION NO.OF RS. IN (%) NO,OF 55 1N (%) No.OF | RS.IN (%)
ADDL., LACS ADDL. | . 3J.C6 ADDL. LiCS
PLACES PLLCES PLACES
NORTH 11 610,35 i3 10 439,07 16 48 1940,€1 13
SOUTH 4 1442.20 32 5 P67.63 33 70 4256,.67 28
EAST 2 147.05 3 3 75.31 3 39 95 .46 5
WEST 3 2320.24 52 12 1262,46 46 94 Blic.az 1 54
TOThL 21 4519.84 100 30 | 2604.47 100 251 1501%.08 100




(

6 )

AGEING OF LOAN APPLICATIONS UNDER PROCESS

INDIVI=~ | c2:oUl LINE OF CORPORATE
DUALS FRGI CREDIT BODIES
UPTO 1 MONTH 1503 - 2 2
1 MQNTH - 2 MONTHS 710 - 2 [
2 MONTHS - 3 MONTHS 397 2 1 2
3 MONTHS -~ 4 MONTHS 127 1 - -
MORE THAN 4 MONTHS 169 1 2 8
TOTAL NO. OF 2906 3 7 18
APPLICATIQNS
VALUE .
(RS IN LACS) 1220.52 126.17 195,0u 331,15
TOTAL VALUE 1872.84

(RS IN LACS)




(?7)

Vi: DISTRIBUTION OF BORROWERS - BY INCOME GROUP(ON NET SIMCTION)

iv. IEDIVIDJLL OWHERSHIP

GRO35 #DIUSTED* NUMBER OF UNITS AMOUNT OF LOAM AVERAGE LOAN
MOITHLY InCont (RS. IN LACS)

(RS) : —_

CURRCMNT YEAR CUMULATIVE CUFREST YEAR CUMULATIVE CURRENT YEiR CUIFIL.

UuPpTO 10800 835 (10) 4518 (15} 154.62 ( 4) 730.A7 {6} 15,0C0 16,0
1001 - 2000 3539 (41) 13079 {(43) 1032.08 (27 3644.71 (31) 29,000 26,0
2001 -~ 3000 2420 (28) 7537 (24) 1113.4'_7 r31) 3314.8 129) AE,000 F,(
3001 & ABOVE 1816 (21) 5704 (18) .1505.28 (36) 3955.04 (54) 72,000 62,1t
TOTAL ecceoosene 8610 (100) 30838 (100) 3605.45 (10G6) J116¢46.55 ({(1co 4z ,0n% 30,01
NOTE : FIGURZS IN P/ARANTHESIS INDICATE %.

SANCTIONS WIDER LINES OF CREDIT,

i 2

GROSS ADJUSTED MONTHLY INCOME COHMPRISES THE JOINT 1

WHERE NOT FULLY DISBUJRSED, HAVE BEEY IGKRORES.

NCOHEE OF BORROWER & COB4'RROWER .


http:11646.55
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vi. DISJRIBUTION OF BORROWF S - BY INCOME AGROUP (ON NET:SANCTION)

E. CORPORATE BODIES

_i'._.

SRCSS A DJUsSTLD

N WER OF UHTTS

AMOUNT OF LOAN®?

AN CRACE LOANS

”3”T”%;)?”C°”L CHREIT Yo CUMULATIVE CURRENT YEAR CUMULIVIVE CUKRISIT YEiK | COMULLTIVY

i i
uPTO 1007 1138 {64) 9735 (81) 325.87! (43) 1192.37 (46) 29,000 12,00C H
1001 - 2000 383 (21) 1713 (14) 187.10. (2za,- - 836¢.60 (32) 49,000 456,000
2001 - Al 202 (11) 490 ( 4) 171,92 (22); 396.41 (15) 85,000 1,000
3c0l & HBOVE 70 ( 4) 166 - ( 1) Bg.s5¢ (11) 164.12 ( 7) 126,000 111,000
TCTHLl eeeevons 1794 (100) 12104 (100) 777.39 (100} 2609.51 (100) 43,00 22,000
NUIE . FIGURES 1IN P..RANTHESIS INDICATE %.

: RUPECS IN LAKHS
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V1I. DISTRIBUTION OF BOWROWERS —~ BY AREA OF DWELLING UNIT Qi it fiq +8)

J.. IUDIVIDULL OWMNERSHIP

;.RTS NUMBER O UNITS )‘}{ouur'_'(" ‘—"f e 1V L.CS) AVER;.CE LOAL i
5 : eer " X UMUL-TIVE |
53. MIRS CURRENT YEXAR CUMULATIVE CURRENT Yi.4 Cortila vl CURRLCNT YEXIR | C =0
1
b
2500C '
UPTG S0 2929 (34) 11243 (37) 855,90 {ii) 2792.61 (24) 29000 i
: o 36000 i
>1 - B0 2942 (34) 9731  (32) 1136,07  (al; 3516.93  (30) 3200
' . ]
. 47000 .
gr - 9% 742 ( 9)- 2578 ( 8) 369,79 (i) 1202.35  (10) 50000 ‘l
60000 :
9¢ & L.BOVE 1598  (18) 5340 (17) 1031.27  (3%] 3211.48  (28) 65000 ;
47000 :

.S, 399 ( 5) 1946 ( 6) 212,39 { 41 y23.18  ( 8) 53000

' o . 38000
TOTAL  eeeeas 861C (100) 30838 (100) 3605.45 {1ow) || 11646.55 (100) 42000
[REGs O

FICURES Il FLRINTHESIS INDICATE %.

¢ ECTICHE UNDER LINEC O CREDIT, WHERE NOT FULLY DISBURSED, HAVE DEIN I1GIORED.
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DISTRIBUTICK OF BORROW_RS = BY AREA OF DWELLING UNIT (ON NET SANCTION)

ViI.
BE. CORPORANTE BODIES
AREM NUMBER OF UNITS AMOUNT OF LOAMN (RS IN LACS) AVERAGE LOAN
SQ. MTRS -
CURRENT YELR CUMULATIVE CURRENT YELR CUMULATIVF CUPRENT YEAR | CUMULATIVE
UFTO SC 958  (54) 7523  (62) 213.14  i27) | 832.34 (32} 22,000 11,000
%1 - B8O 539  (30) 3820 (32) 29%.48  (39) |1117.28  (43) 56,000 29,000
er - 3 184  (10) 368 ( 3) 138.06 (18) | 279.%90 (11) 75,000 7€¢,000
! 9¢C & ABIVE 113 ( 6) 393 ( 3) 126.71  (16) | 379.79 (14) 112,000 97,000
i
l TOT/L ceveeann 1795  (100) 12104 (100) 777.39 (100) |2609.51 (100) 43,000 22,000
|




(1)

VITII. GROUP PRGQIECTS, CURIFORATE BOLIES AND LINE OF CREDIT
UNDER PROCESS

|
2. GROUP_ PROJECTSE
1, CABINET SECRETAR4AT ((OP L0C. . NEW DEZLHI - 30.00
2. CAALTAN KHAND UDYOG, 50i.T - 31,320
3, PEICO EMPLOYEES COOI' H=G oCC LTD, CALCUTTA - 55.30
4. COSMOPOLITAN CC.P HSG 330, VASHI - __9.57
126,17
REEEES
B. CORPORAMTE BODILS
1. SUNIL SYNCHEM LTD, NI DELHI - 17.00
2. SHIVA PWPER MILLE, RAMIMIR (UP) - 12.00
3. EMBEE TEXTILES (P} 1TL, COIKBATORE - 5.
4. INDIAN RAYON CORPCRI.TION, CALCUTTA - 60.00
S. RRJASTHAN GLYAXCL LTD, LOMBAY - 1.00
6. SHREE MAHAV1R 152AT L1D, TARAPUR - 5.00
7. HIND LAMPS LTD, WEW DELHI - 10,00
€. TAMIL NADU IN.. Dev. CORPMN, MADRAS - 16.00
9. FORBES ESTATE LTD, I:0MBRY - 17.55
10. MAHAVIR SPG & WVG MILLS LTD, NEW DEIHI - 21.50
1l. GULBARGH UNTVERSI™Y . QLLARGh - 356.00
12. ELECTRO STLEL C.& (4GS LTD, ThAMIL NADU - 30.00
13, J M FINANCIAL L 3:.._<TMENT SERVICES (P) LTD, - 4.00
BOMBAY
i4. PA'MNI COMPUTLKS VI LTL, bBOMBAY - 25.00
5. OKAWSA CO. PVT LT, &0MElY - 2.50
16. NIRFALBRICS LTD, F/.L3AR - 00.60
17. TATA CHEMICaLS iTo, MITHAPUR - 50.00
18, FARIsSAS HO0TEL (T} LTD, LONAVALA - _12.00
331.15
EEEEES
C. LINWYE UF Ckidld
1. KEFALLA STHGE E52LL WL DEV & EMI' CORPN LTD - 15.00
2. VWAFXTLAL SFG & Wvi ILLS LTD - 50.00
3. MAFATLAL INDUSTRIIS LTL - 50.00
4. REPUBLIC FOAGL LTD - 15.00
§. ZULRI ACRCG INDULTRIES 17D - 30.00
6. VISVESVAR,LY,. IKONW & STECL - 20.00
7. TUEE INVESTHELTS £1.3F WELFi.ne TRUET, MADRLS - _15.00
| 195.00
EEEIEE
i
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IX. KPPLICATION FORMS SOLU
THIS MONTH YEAR TO DATE
INDIVIDUALS 5972 37583
GROUP PROJECTS - 13
CORPORATE BODIES 9 44
X.. FEES AND CHARGES COLLECTED
THIS MONTH YEAR TO DATE
APPLICATION FOKM 61,785 3,864,707
CHARGES
PROCESSING FEES 5,61,750 35,97,363
LEG:LL & TECHNI1CAHL. 5,11,210 42,58,981
FEES
'POT;‘L ® & 9 6 8 5 8 0 4 " O S 0 11,34,7“‘5 82,41’051




DEFOSIT OPERATIUNS

OUTETINDING DEPOLITS
(Jsujees ir Thousenae)

HDFC~-CD SCHEIME . AS /T AS AT AS AT
FEEJARY 26,1683 JANUARY 21,1963 LECEMBER 31,1982
Mumber of CDs 2,234 2,073 2,021
30 - 180 days 7.6231‘5 7;60390 8.37.50
6 wonths 7.61*.52 6'35.51 6.74)67
12 9.05’29 8.78.56 9’28’17
24 60,09 59,30 66,60
36 1,79,73 1,79,03 1,51,07
60 -0,81,21 20,50,67 20,49,40
TUT!\].;: iﬁ. “7;53.29 1‘5'65'97 “7'07)61
INCREASE (DECKHELASE)
OVER PREVIOUS MONTH k. 1,89, 32 ( 1,63,64) (2,49,65)
AS AT
FebnUARY 2€,1982
k., 22,65,05
HDFC-LLL BCHEIL AL AT AS AT AS AT
IS T VAN 20,1982 JRIVUARY 31,1963 LZCEMBEK 31,1982
Hunber cf hccoaut: 2,5 2,650 2,494
DEFOSIYL ke 35,45 32,02 29,56
Shaan L 1 11} (T Y Y v %
INCREAEE
overt PreV1oUS FONTH 3,02 2,46 2,18
LS T
FLaoRW.nY ZE,1982
N, 7,12
YR /pv
21383

MYy



hAnnex C
February 1983

MED)AN JHCOMES DATA UPDATE

A review of reports available frun Gevernment and non-Governnent organizations
in Bombay and inquiries made of USAID, Uelny, failed to locate any more recent
household incomes and expenditures studies than the NCAER's (National Council

for Applied Economic Research) 1975-197¢ survey of House-hold Income and 1ts

pisgositigg (which survey was not published until 1980 indicating some of the
prob]ems of data-processing in lndizd enc the 1BRD “"Staff Appraisal Report.
second Bombay Water ani Scwerage Froject” (197€)* which was used to establish
the present median urban income ¢f Rs1,200 (Private Sector Housing Finance

Program, India. Project Peper, Priject Ne. 386-HG-000, July 1981), in 1981,

Consequently, it was decided ¢ €030 the same method of updating incomes as
that used in the Project Feper. The Centre for Monitoring the Indian Economy
(CMIE: Basic Statistics, hugust 1982) forecacts & 7.3% increase in the
consumer price index from Decenber,d 1981 - Decenber, 1982 (Index Numbers of
Consumer Prices for lrdustrial Worrer:, 1439 - 1982). Using simple
extrapolation alone and not couniing 1u1 oy réal incresse 1n incove levels,
such an - ‘crease brings the current meclan 1ncoae up from Rel, 200 to Rs1,288
in December, 1982. A further forccact incruase ot 9% {Dec. 1983) would bring
the median urban incone to Ksl,403, Using the sane forecasts for Bombay would
give en cstimated medran 1ncome ot Rsl,Col (Lee, 1962) end Rs, 1,778 (Dec.

1563).

A


http:inc,,L.as

1t must be stressed that no real increase in income has been taken into
consideration, and that this ic & purely nominal increase adjusting for
inflation; however, CMIE estimates a trend rate of growth of 3.3% in Rea)

Nationa) Income 1971-1983.



Household Income Distribution of Total Population of Greater Bombay

Income Group
Rs. Month
1977

linder 200
201-450

451 -700
0i-1002
TNz 154
150t 2000
2001 .309¢
1601 -5000
Above 5000
Hot Recorded

Updated from:

Inconc Group
Rs. Month
1687
x4G%
Under 208
208-670
671-104=
10241490
14727 .2235
2236-23290
2921-4470
4471-7450
Above 7450

Income Group
Rss Month
1982
x7.3%
Under 320
320-719
720-1119
1120-1599
1600-2398
2399-3198
3199-4796
4797-7994
4797-7994

Private Sector Housing Finance Program, India.
386-1G-000, July 1981, p.35

Income Group
Rs. Month
1983
x9%
Under 349
349-784
785-1220
1221-1743

1744-2614

2615-3486

3487-5228
5229-8713
Above 8713

Total Population

2.75
13.25
15.96
18.15
15.85
12.10
11.62

6.20

1.75

2.38

100

Project Paper, Project No.

16.07
31.96
50.1i
65.9¢
78.0¢€
go.ag
95.86
97.63
100
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1. Bonbay and Bangalute dow-incom: Wil Btanty, divplay som: slrikingly dirferent
Char'acleristics; Oongoalure o0t il e wote Likely Lu e ulder ( 37 years )
on the average; married ( b J, and w U burger Cainilies (4.7 persons ). by

_ . [9 VI VITRY Taty
cunlrast, 504 of U Bunbiay womgade g gl puruunh,Ahuuu QUL WY g
of 24 yeurs and a, Selege bamidy sice of 2.6 persons ( Table 1 ). 1In both
Bonbay and Bangalore, howuever, el AT dpplicanty are male and sole

borrowers,

2. As to be expecled, both Bowb., ey Bangalure low-incone applicants display
a very different average Lo ol ile (wilth U sole exception of average ajyu,
in Bangalore ) to the Genes ol Rveraye Luan Probile presented in the HOFC Report

of Operations as at UcloLuer (s C Tl 2 ),

3. The difference in Gecupalionel structure of Bunbay end Bangelore applicants
Clearly reflects the cconomi hieturon of the lwo cities - Bangalore is noteg
for heavy industry and is the locol jon of suCh major industrial concerns as
Hindu Aeronautics, lndjon Telephone Industrics ete, and 59% of Bangalore
spplicants have Cltectly ingustiial jubs, while many of those in the clerical
Calegory work fur these Ciallgdei it Tod Bonbioy appl icants! Occupat ions reflect
the commercial and odmivisbin' jue witocloes ul thot city, with a significant
nunber of youny profcuniounal. 5o Lagdvaing Lheir coreers ( Fig, 1 ). The
autroge length ol prcaetd wigdgms (o b, 5 year's in Bonbuy conpared to 12

years in Bangulore

4. Average nonthly Family incoms in Bonbay wnd Bangolore are Rs.1001 and Rs.
8599, repectively, There is heavy clustering io the o, Yol - 1200 incone
groups ( 80 in Boabay ond B1Y 1) Bongalore ). Housever, nore appl icents ( 264 )
Carn Letween Ry 1101 - 1200 per wenti in Bunboy then in Bargolore ( 294 )

( Table 3),
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S.. lable 4 indicates that recent HOFC oupslicanis in bungalore have slightly
lower average incones than was the case bomuile G year ayo, while the
uppousile is the case in Bonbay. However, ool too awach signdl icance should Le

utlached to this, for reasons mentioned in e Jotroduclion,

6. Table 5 shows the higher cout of rewl colid bunbay - alnost double

that of Bangalore., Many Boubay applicuits inbend tu purchase, or are purchasing
small flats or apartmznts constructed by o dvate or public developers ( e.g.
CIOCO ), whereas in Bangalore, familics orc constructing fairly lange, indiv-

idual bungalow-type homce.

7. Tables 6 and 7 show a Lown/Cost ralio of 4% in Bonbay and 36% in Banga-
lore, compared to 43% averall { uu or Ucl, LU ), indicuting that lower-
income applicants huove Lu provide mwore of Lbeir housing finance from withir,
their own resources. However, oL Toblew uhow wi eacess of total availabl
f inance over gnit coule Advinne paymenats waoe, UINC luany und other f inance

Lo be cbtained are wach roughly one Wity of totad unit cost,

8. Wnie it is gencrally indiceled un HUIC Iiles whether personal sevings unly
or savings plus othel towrws of Cinance have Leen utilized in paynents alreagy
made, there du vl of ten o Lieoakdown of Lthe aiount contributed from each source.,
Lonsequently, ab o ool pucidbes Lo ublodn g oucutale eslinate of the total
aneinil 0F sovings.alteady apent, The othicl soutces of finance utilized are

qulte diverse ond include chit funds®, Provident Fuiws, loans and gifts from

telotives wd Prjonds, sole of guld end jewellery, sale of property ( land, houscw,

ot Lnsnite ), encanhinenl ot Fiacd, Kecurring wnd Cunulotive Tine deposits i
Beiky, and agriculturad dncume ( only 3 persons ).
‘ Uoan R
In both Bonbuy ond Bangulore,\paynunts alreudy mode out of parsonal

Lavibgn unly ale, oo Whie whole, spproxinotely half thot of payments made fron

POHIL Nundy ole o vigdalion of the cumion roluting credit assuc lation:  fn tha,
Civsk, DIOS ate made For the™not™ andg the excone over the Yo B0 oot Back et
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Csewelal sbulles, However, 298 ol Uie sanple an Dutiuy Hud as yel made no pay -
Q

cuaniby - nost of these had not yel finally selectod Uwd duelling units, 1n
Bungalure, only 2% had nade no paynnls and Uris won because they intentded to

exlend their own houses. 54% of Bangal vl dpp b vcante had wed savings alone

for puynenits, conpared with unly SUL in Uonbay. ( Vol b and Y ).

8. HOFC files were, understondebly, wre CXplicil ubout Ui swuurces of
"other finance" required to cuver thu yup between downpaynenlys plus the HOFC
loan, and the total cost of thwe unit. lablus LU ww 1) slww the average
wiountyet to be contributed, with percent shwe ol U total anount, from
each of 4 categories, Table 12 shows the aclual nuntcr end percentage of the
sanple in each city who had such other suurces of funds ol Uwir dispusal, and
Figures 2, 3 and 4 give a more detailed Lreokdwen off Lhe cunposition of each
category.

Totals in Tobles 10 andil]l show that BunbLuy appl icants propose to
obtain 36% of their renaining finance throuwgh further Lortwwings, as conpared
to only 20% for Bangelore, This is probably due largely to the younger age
and unmarried status of & large proportion of thu bunbisy wanple., These young

people are relying heavily un purental help Lo get them ol ted,  The son

denugraphic characleristics ulsu doubtless occounl tur L wilonlshing dirference

in the part played by Provident Funds as a soutee ol 1jnonce (1Y in Bunbay

and 22% in Bangalore ). In fact, somz of the Bunboy sample bt Llready used
their Provident funds in makirg downpaynents; tLowcvey, Uw aote moture
averoege age and the grealer aversge length of prescol capluyneil of Bangalore
woplicants mokes it wore likely that they have l\:'ut..llu(.'l Lhe sloge where they can
withdrew and utilice their Provident Fung savings ( including Lthe share con-
trivuted by the enployer ) without having to repey il.,  Bunbay oppl icants are
mach less likely Lo tove bean ol work 1ong enough with Uhe Sone cigluyer Lo tw

able to do this, ln wudilion, suverel ate self -eipluyed,

10, In Table 12, it is noticceble thet a qreater poportion of Banqalore

Best Available Document
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this is not reflecled in the present Bonbuy dutu, IA additionddd of the Boiuay
sanple and $64 o L. Harpdure sonple declared Ul they had Life Insurence

Pol icies,

15, Finally, it wust Lo heted ot an inportent Characteristic of the
Bonbay sanple is tial a latye paupurt ion o it is probably upuardly mobile,
owing to its present yuulh il palut ety Nigh Jevel of education - this
group will not stuy beliw G meddan ocom: bur lung, and they will not

necessarily wiuli to slay 1 Ui hones Ly wie bluesenlly purchasing,
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No Coborrower (4 )
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Basic Characler it
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Cs ol HOFC Louan Ny,
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e —
Buuic Charecleristlics Bonbay Uanyalore
of Applicunts
Average Aye ( years ) 29 39
Male ( £ ) 91 96
Female ( 4 ) 9 4
Married ( % ) 50 gs
Single ( %) 50 5
-— e s e e — ) e cmem e c—— e o
!
Aveiage Famlly Sicw 2,6 4,
: ‘ - L4 ) ! « -y —a——
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TS el | 6 S - S — e
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,' " - Dctobsr, 1987 | Income Applicants income Apsiicante
; | Dec. 1982 Dec. 19%2
: ! '
e . S : ‘
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¢ Cost cf Lhi: - 87003 - 4900C ' 52000 i
D — — . i '
Loz~ per thit 42597 " 18300 18270
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Corparison of Bottay and Bangalore Low Incone ‘Rpplicants with General Averags Loan
hJ aleinl

Prof ile Presented in HOFC Managerent Report of Operations as at Oct. 31s:. 288,



Income
Group
( Rupees )

1101 - 1200

. P E—. ey eeemeimscon tm

901 - 1100

701 - S00

e — ]

sul - 700

TOTAL
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b0 1uU 1001 luu

Bangalore
Y Rver agu
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Z 1210
79 968
17 825 g
i
2 627
100 954
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Unie person in the Uawalore 1101 - 1200 1ncune yroop wau found to hove

an catra source of incune whiich trought his nonthly total to fu, 1270,
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unly Mo, 4l Lol was docluded dn the Lottom ncone gioup,
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‘ Average Property Value ( in Rupees ) Mwerage Area ( in sq. netres )
Incune Group -
Bonbay Bungad ure Uundsay Burgalore

1101 - 1200 65, 0u5 61000 35 S0
801 - 1100 44,130 52, 826 28 S8
701 - 800 47,450 49,213 4 61
501 - o 33, 80U 57, 150 34 96

TOTAL 44, 450 2,475 3l 58

huerage Disclosed Value of Mroperties and Averoge Ares -in knuare Metres -
| , e _/re NAL

v—--.——n——.———---—.—-—_--———-—-

Huntiay wnd Bangalure Totals, by_lncows Lrowp,

Bouboy values are 923 of Bungalol valwes, while Uonbay arcos are only 52% of
Bungulole arcaw,
-Bunbey wveroge volue per sg. metre fu He, 1449,

bongalure averege value per sqQ, netre lc e, Buy,




TABLE €E.

i
[} .
incone Ruerage monthly | Average HDFC Loan Rverage emount Rverage amount f Total Finance Rverage cosi
sTOUD Incore ( Rs. ) of Payments |of Other Funds | Available Unit.
Rlready made Avallable ’
a0 - 1200 | 1% 21052 26515 | 26883 | 27350 65095
i . E
] 1 :
' ] i
01 - 1100 1025 19270 14784 17871 . 51E55 464130 i
! :
1 : : ;
: : : g
¢ i
N - 902 v B i 17182 21072 3708 41953 £7650
! ; :
| i :
i i : .
] - 3 L] [
| | ?
: ! -
n - 732 i S8 i 11830 12000 11500 35100 33902
| :
i i
, ‘ |
1001 | 19100 18669 18379 56148 49450
otal ! .
i

smhay Tolal:
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O

Sumzmzry of Finance for Housing - Total Finance Available for Housing by Income Group and by Averane Cost

Per Whit.
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l : :
;Incorfe ; fverags Monthly Rverage HDFC Loan Average Arount ﬂverage Amount Total Finance ’Average Cos
-, of Payments - of Other Funds . - Vi ©
E_‘_UD | Incore (Rs. ) (Rs ) Already Made Available ( As:) : Available ( o ) :Unit ( Rs
i - T l ]
v . {
b
; i
1101 - 1200 l 1215 21500 12000 22000 . 62500 ! 61GC0
? | | i
| ;
X1 - 112 223 19380 . 15352 ' 18432 . 537 : 52528
i : :
i
01 - L 22 138! 10533 13733 5172 - 3213
301 - zz- : 17377 ' 27310 ©o2oEn S 57730
: ' ;
: { : . ; : .
TOTAL : 23 ; 12370 : 18845 : 13220 3374E ' 2473
!

Fangalare Toilal: Zuyreary of Finance for Housing - Total Finance fyailabie for Yousing by Inccre Grouo and by Qysrage Cost

r2r Unit ( in Rupees ) -

e Best Available Doc
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Incore ! Source of Paymente Made :
Tous ; o i T ) T Total
: Ssvimgs only . Savings and Other Source , No Payments
' - - - !-;"'\ _i— ) - ir\;D ] 3 N ’ ¢
"Rrovnt (( Re ) TS 3 e |Rmount (Re.) "C P N ' % Rrot{®s) Ho. *
3 | Persons | S persons *  ° Persons ) Persons
T T T : : ' |
e - 128 21} < ‘26 . 20057 .10 aE 3 L 28 263:t 21 109
i . : ;
e e— _;__._ .
01 - 110 10432 1€ 4z 1 21972 11 2t 1z 3z T1a78s 43 100
:
TE - S0 1213 3 45 31000 ¢ 36 z 1€ 2107: 11 10z
- 70 esJ2 z ag 15500 2 4o 1 : 20 - 12035 c 10
GiIA 12567 30 37 i 25426 27 34 | 23 - 20 18562 S T4
Rveraze Arownt of Pavrents Already Made - by Income aroup and Source of Payment: Bombay Total.




TABLE 9,

Source of Payments Made |

: Incore R ! - —_ TOTAL
Growe | Savings Only lSa.'ings and Other Source No Payments :
: ' ! - -
X Nc 4 | gh : NG ’ ' k‘o
Arownt (Re) LIS " Amount (Rs) po- ' f = £ Amount (Rs); ™ %
e _‘ o jersens Persons | ! Persons
; i : | : ! | o
: 1 H ‘ 112010
10 - 1200 | sz D .50 18000 1 8D -- P ﬁ-’“—-?:-u | 2
— ' ? : ! . [ ) ! i
i , i ’ ! : X ;
ez oo noe hizos; P43 52 20648 ! 36 43 | 2 - 3 15852 7
| ! ! ;
T ) T ! :
™ _ ‘gosc e s D ogas g &7 - -- 19358 17
ST - T 1205 1 I L - R - 27333 z
; .- . | : :
TeTe 11467 5¢ St 23028 4w o ) 2 2 1684€ 102
i o '_ ; |

lszraac Aount of Payments Rlready Made, by Income Group and Source of Payment: Banagalore Total.
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_— - Disposal of . . . Totzi
Iirn.ure Crous Assets /Irmestments Provident Fund | Savings qurouungs | o
{ H
| - | | | | .
| 1101 - 1200 1e0es 63 | -- i -- }5835 20% 4952 i 17% 2B6E3 ¢ 100
1 M . :
i : i .
| ; : l ,
: ; g | | I ': oo
- 831 1100 ; 2933 172, 279 ' 2% iBZTE i 35% | 8248 , 46% ;17621 Hi
! . ' i ) ’
B i | . l : i .
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Share
T Sources of Funds for Housing by Income Group ( Average Amount in Rupees and fof Total
S.i=<tc be Paid . ) - Bombay Total.
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Borrowings
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i Source of Funa: : SOVE" : BANGALORE
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Other Type of
Sovings Account
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FNANCE CORPORATION UM'TED : Annex £ ..

Ramon House,
169, Bachbay
Reclamation,
Bombay 400 020,

38th Board Meeting
April 12, 1983
Agenda Item No:7B(iv)

A POLICY STATEMENT ON LOW
INCOME HOUS ING FINANCE

1, HDVC will, as pert of its general lending
[olicy, ensure that access to lower incone
aroups . individuals and as employces of

the corporate sector is actively encouraged,

24 Wherever possille, HDFC will attempt to link
louger term luans (over 15 ycars) with the
mobllisetion of long term rewources, especially
tour lowusr fncome people._ Tuis will help to
increusce the average loan/cost ratio for low
inconme beneticiaries.,

J, HOEFC will strengithen ity technical capebil itias
50 as Lo bue in o sition to influence hous ing
pPro jyct duesisgn, extent of implicit subys idies, the
ude Ol nen=traditlionel moeterials, optimuin use of
fand with required densities in orooer to reduco
Lhe coust o par unit. This type of copability will '
choble HLEC Lo study hous ing projucts wore cdosuly
uhd Otloer advinory bervicos Lo corporoate ond othuer
dnstitutional ¢licnts who wish to broadoen the

benctacldury groups which toey winsh Lo serve,
4 U ] 2/-
Fhonu : 220266 /220262 /220908 * Telegiam : HOUSCORP Bombay * Tolex; HOFC 6762
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HDFC will play\uure uctive part in urben
shelier projects buing undertaken by city
developnent authoritics in conjunction with
lnternotionel duosticutions primorily for

low i{ncome people. A strong technicael/
tinunciul dnput by HDFC would be o crucial
foctor not only 4n the plunning and tinancing
of projects but in acLudl construction control

aund moanjroring.

Horc'.. participation In large urbun pro jects
may Lo through dircect {dnancing ot o lower
incume target group for the construction or
Jmprovement ol pernnanent homes ond/or by
Oftuerdig o ervace tecllity tn originating

mortgages with tund:; provided cxtoernally.

HOFC will ol:no put in place o syntematlc training
Progcamtn 100 3t erduting and new wtaelt.  The
LOadning programne will, 30 aadition to job
wpvedlil LTuwdning, acquednt .latld wills U

uVurall dogucy 1n hous ing policy and tinanCe,

Liphiands will oluo Lo given to traln wtull to
givu spcclal attention wo individual ol icants
from low tncom grodpn.  dhils trelndng will make
HOFC' s wtul! mote nehudtive to Une e wdal
Coquiscinm it atd problom. that Tow 1nc e applicunts

faCu 3 procuring houning loate..

vesd/m=



B.

HDFC will muKe o systemutLic cliort to reach
smaller towns in order Lo dusrcaese accessibility
of lower incomne groups of people to HDKC'S
lending prograimme.

HDFC will work towards the: setting up of an
Institute tor Houusing Rescarch. The Institute
would study new technical methods by which to
lower housing costs and would aluo examine
innovative methods of financing low income

housing pro jects.



Anne). .
NSLL Up-date
4/83
INDIA

ECONOMIC ANALYS1S

Given the size of the Indian economy, the debt service on this $30 million
HG loan will not create immediate difficulties for the GOI. The HDFC drew $20
million for Phase I of this project in Fébruaty 1983, and anticipates drawing the
remaining $10 million for Phase IT in early 1984. The project is 100 percent
local cost. The State Bank of India, as loan guarantor, will use the dollar
loan for their own foreign exchange needs, and releaie to the HDFC the Indian

rupee equivalents of the 520 million and $10 million disbursements.

Based on the March 1983 exchange rate those amounts would be about Rs 198
million and Rs 99 million respectively. In a country with a total money supply
of Rs 684 billion at November 1982, this loan is comparatively a very small sum.
As of November 1982, bank investment in the public le;tor stood at Rs 353 bil-
lion, with Rs 469 billion extended to the commercial sector. Restated, this HG
loan is relatively so small as to have no measurable impact on the GOl's credit-

worthiness or India's overall economic situation.

At the end of 1981, India's totsl outstanding debt was just over $18 bil-
lion. Foreign savings (balance of payments deficit on current account) have
never financed a major portion of domestic investment. At present, foreign
savings constitute about 10 percent of investment, down from a high of 20 per-

cent in the early 60s. Fxternal a.sistunce has been low both ¢s a percentage of

(9



GDP and in per capita terms. Net external assistance has never exceeded 3 per-

cent of GDP, and was less thanll percent at the end of the 1970s.

Steady growth of the Indian economy halted abruptly in 1979-80 (fiscal year
April-March) &s the country experienced 8 severe drought. Combined with a
doubling of international oil prices and domestic energy shortages, this
resulted in a sharp decline in foodgrain output, a drop in GDP, and the opening
up of a large trade deficit. Inflation emerged as an economic force after

several previous years of price stability.

India has since found it necessary to diversify its credit sources to
maintain sufficient investment levels to support an adequate economic growth
level. Continued balance of payment difficulties have necessitated the pro~
gressive use of foreign exchange reserves and non-concessional borrowings to
finance the deficit. 1In 1981/82, the GOI drew down a record US$2.36 billion in
foreign exchanage reserves, and withdrew almost $700 million under the recently
negotiated IMF Extended Fund Facility. 1In 1980/81 and 1981/82, over $1.3 bil-
lion in government guaranteed commitments for commerciallborrowing on major

projects were contracted for.

Having maintained a clean debt service record, India has been able to tap
the commercial banking market at comparatively favorable spreads (over rela-
tively high base rates). Additional borrowings in the commercial market will
continue to be important for India, as full adjustment of the balance of
payments deficits will require several years and necessitate external credit in

excess of that which can be arranged on concessional terms.

o1



India's debt service ratid for 1980-81 was 11.2 percent, slightly above
World Bank projections which have forseen a figure at or slightly below 10 per-
cent until 1984-85, rising somewhat thereafter, but staying below 16 percent

through the decade.

Economic performance for 1981-82 was good overall. Real GDP increased by 5
percent in that periuvd, following growth of 7.5 percent in 1980-81 when the
economy rebounded from a setback in the previous year. At the same time, infla-
tion fell sharply from 16 percent in 1980-31 to no more than 2 percent in
1981-82. The current account deficit in the balance of payments widened to 2.3

percent of GDP in 1981-82.

In a country where agriculture accounts for 48 percent of GNP, it was
anticipated that a good harvest this year would complete the short term recovery
process and reestablish momentum for economic growth. However, recent bad
weather in several regions threatens this accomplishment. India attained self-
sufficiency2 in food five years ago and the GOI has built buffer stocks enabling
it to moderate price rises and overall inflationary tendencies in the economy.
However, crop damage from recent weather patterns will force India to import
wheat to replenish reserve stock for the secon? year in a row. Four million
tons imported from the U.S. last year cost India $654 million. While this
should not affect India's creditworthiness, it does prolong if not aggravate the
trade deficit and divert spending from developmental areas. The inflationary
potential inherent in the shortfall in agricultural production is of course, a

threat to sustained economic recovery.

lPrincipnl and interecst payments on foreign loans as a percentage
of export revenues,

2Se1f-sufficicncy meoning a non-importer of foodgrains.



FINANCIAL SECTOR

Recent experience shows that the capital neede of the Indian econbmy‘
continue to exceed the availability of resources, both domestic and foreign.
Investment is greater than domestic savings. The latter, constituting nearly 25
percent of GDP, are alrezdy quite high, and increases will be difficult to
obtain. However, in thc last two years, the government has implemented price
and tax increases as vell as subsidy reduction on & number of commodities to
generate higher savings in the public sector. To encourage private sector
savings, interest rates on bank deposits and other financial instruments have
been raised in the last two years, and the range of financial asscts has been
broadened (see attached Table No. 23). Due to interest rate adjustments and

lover inflation, investors are generally enjoying positive real rates of return.

As a percentage of GDP, gross domestic savings have stayed betveen 22.2 and
22.9 percent during the last three years. Total government expenditures as a
percentage of GDP have increased from 29.4 to 30.8 percent in that period.
Domestic savings have grown at an average annual rate of 15 percent from 1980
through 1982, while domestic credit extended to both the public and private

sector has outpaced savings g-owth by several percentage points.

India has an extensive natural resource base in terms of land, water snd

minerals. In the past seven years, the country has managed to exceed the long

A\
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run trend for annual economic growth of 3.6 percent, despite the difficulties of
1979/80. This gives rise to the hope that sound economic management supported
by adequate mubilization of foreign and domestic financial resources, will
result in a sustained growth rate of 5 percent or more. Based on this rather
positive outlook for long term economic growth, and in view of its relatively

light debt burden, this HG loan appears to be comfortably affordable by the GOI.



