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I. SUMMARY 

A. Introduction 

This Project Memorandum is being submitted for authorization of the 
third and final tranche of the Private Housing Finance for Low Income 
Families Project (386-HG-002). HG-002 was approved in principal for $60 
million in June 1984. To date there have been two authorizations 
totaling $45 million (FY84 and FY85). The first installment of $20 
million was disbursed in November 1985. All conditions precedent for the 
$25 million second tranche have been met and borrowing is anticipated by 
August 19D6. If approved, this amendment will authorize the final $15 
million in Housing Guaranty (HG) loans under HG-002 to the Housing 
Development Finance'Corporatior. Ltd. (HDFC). 

This paper supplements the original Project Paper (HG-002 1984) and 
the Project Memorandum for the second phase (HG-002/B 1985), evaluates 
project progress to date and describes the program proposed for funding 
with the final tranche of HG-002. 

B. Program Background 

The Housing Development Finance Corporation, Ltd. (HDFC) is the 
pioneer private housing finance institution in India. Since its 
incorporation in the late 197Ds, HDFC's performance and growth has been 
remarkable. However, the importance of HDFC is not a consequence of its 
current loan volumes but rather in its trail blazing role in the 
privatization of home purchase finance in India. 

AID's first Housing Guaranty (HG) in India was approved in 1981 with 
HDFC as the implementin9 entity. The $30 million HG was authorized, 
borrowed and disbursed in two phases and was completed by mid 1984. The 
final evaluation of HG-001, conducted in March 1985 by an independent· 
consultant team, concluded that HDFC had met all project objectives, was 
clearly an- innovative performer and provided the most suitable vehicle 
for HG funding in support of the development of the housing finance 
system in India. In June 1984, a $60 million multi-year Housing Guaranty 
program (India HG-002) was approved. The first tranche of $20 million 
was disbursed in November 1985. The $25 million second tranche, designed 
to conform with recommendations in the Marc~ 1985 evaluation, was 
authorized in July 1985. The Program Agreement for HG-002/B was signed 
in November 1985 and full disbursement is expected by August 1986. 

The final phase of HG-002 will provide additional financial support 
for expansion and deepening of the private housing finance sector in 
India. Expansion requires both the continued elaboration of the HDFC 
branch network and the creation of additional private lenders. Deepening 
involves support for development of ancillary components (e.g. new credit 
and deposit instruments, insurance facilities, etc.) required by a market 
oriented housing finance system. 
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C. The Program 

This final tranche of HG-002 is intended to provide additional 
long-term capital to support the continued growth of HDFC, the innovator 
and role model for private housing finance institutional development in 
India. This phase of the program consists of authorization of a $15 
million Housing Guaranty loan to HDFC. The proceeds of the loan will be 
used to reimburse HDFC for loans made to individuals and firms for the 
construction of housing for lower income households. 

D. Recommendation 

On the basis of the original Project Paper and the analysis 
developed below, it is recommended that $15 million be authorized in FY 
1986 as the third and final tranche of 386-HG-002, Private Housing 
Finance for Low Income Families. 
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II. Recent Developments in the Housing Finance Sector 

A. Overview 

The recently published Seventh Five Year Plan (1985-1990) provides a 
framework for public sector action. As in the past, the Plan document 
assigns the major responsibility for housing to the private sector 
without a clear strategy for promoting such activity. However, the Plan 
does indicate the need for a more diversified and responsive housing 
finance system, which was not the GOI's stated view five years ago when 
AID authorized its first HG in India. Still unresolved, however, are the 
crucial issues of the role of the public versus the private sector in 
housing finance intermediation and the commitment to remove major legal 
barriers to housing, construction and finance. Additionally the critical 
need for financial management training for the personnel required by a 
more diversified system is not addressed. 

The Plan proposes the creation of a National Housing Bank (NHB) 
which, if structured appropriately, could develop a strategy to promote 
pri vate ly managed housi ng fi nance i nsti tuti ons. HOI'iever, recent 
developments in the sector indicate India's propensity for public sector 
dominance although the verdict is not yet in. The creation of a NHB as 
well as other issues affecting the housing finance system development are. 
still being debated. 

Despite the lack of a coherent set of regulatory guidelines for the 
creation of new housing finance institutions, there is a burgeoning of 
private firms following HDFC's approach to the provision of credit for 
housing. HDFC itself is maintaining· an annual growth rate in loan 
approvals of around 30 percent, and it anticipates being in a position to 
spin-off several regional branch offices into subsidiaries by 1990. 
HDFC's corporate strategy also includes support of research activities to 
promote a better understanding of the financial implications of housing 
policy, fi sea 1 reforms, etc. 

During this current period of public debate and considerable 
confusion, the need for a strong voice advocating private management 
approaches to housing finance system development is vital. HDFC provides 
such a voice and AID support strengthens its advocacy efforts. 

B. India's Seventh Five Year Plan 

India's Seventh Five Year Plan (1985-1990) was published in October 
1985. The housing demand figures remain staggeringly high: an estimated 
16.2 million new units will be required during the Plan period in order 
to keep the current deficit of 24.7 million units from increasing. The 
Plan calls for a total housing investment of Rs. 314.5 billion ($26.2 
billion) which is substantially higher than the Rs. 129 billion ($10.75 
billion) ca11ed·for in the Sixth Plan but less than the estimated amount 
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needed to clear out the current deficit. Of this total projected 
investment, Rs. 24.58 billion ($2 billion) is to come from the public 
sector and Rs. 290 billion ($24 billion), or over 90% of the total 
investment, from the private sector, in particular the "household sector". 

With these basic statistics the Plan document concludes that, "There 
is a need for radical orientation of all policies related to housing." 
Housing finance, infrastructure development, application of low-cost 
building technology and rent control policies are the areas noted for 
focussed attention with the most crucial need being identified as "the 
establishment of a proper and diversified institutional structure for 
housing finance and contruction." 

The public se2tor's role is seen as three-fold. "First ••• to 
initiate steps to mobilize resources for the housing sector on an 
adequate scale; second ••• to provide subsidized housing to segments of the 
rural poor and to other economically-weaker sections (EWS) of the 
community like slum dwellers and dock and plantation workers; and 
third ••• to undertake land acquisition and development in urban areas and 
provide house sites in rural areas." State and local Housing Boards and 
authorities are to concentrate on the latter activity and the Housing and 
Urban Development Corporation (HUDCO) on the second activity. The 
remaining demand is to be supplied through "a network of housing finance 
i nsti tuti ons wi th an apex bank for refi nance." _ 

The Plan earmarks Rs. 500 million ($41.6 million) as seed capital 
for this apex housing finance institution - or National Housing Bank 
(NHB). It is envi si oned that, "The vast majori-ty of house-seeking 
individuals and families would have to be looked after through the 
creation of local level housing finance societies. These societies would 
raise deposits from the public, mainiy from the would-be house owners, 

·and thus stimulate private savings. In addition, they should have access 
to funds from the capital market through the intermediation of different 
financial institutions. For this purpose it would be desirabl.e to set up 
a specialised housing finance institution. In' course of time steps 
should also be taken to develop a secondary mortgage market in housing." 

The underlying thrust of the Plan proposal is to increase the supply 
of funds available for housing finance by tapping household savings 
rather than budget expenditures. The Plan, however, does not provide 
guidance as to how this deposit/credit-network for housing finance will 
evolve. It takes the top-down approach whereby the creation of an 'apex' 
financing institution will somehow produce local level savings and loan 
societies which have the management, staff and knoW-how to develop, 
market and implement deposit and home loan schemes. There are obvious 
drawbacks to this approach. 

The Plan's recommendation for-the creation of a NHB is currently 
under debate. Such an statutory institution, if created and provided 
with strong leadership, could ~romote housing finance system development 
only if the re-financing function envisioned is complemented by: 1) the 
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provision of training in housing finance operations, to supply the needed 
personnel for local savings and loan organizations; 2) the establishment 
of basic parameters and tools - a regulatory framework - for the 
development of financially sound local institutions; and 3) the removal 
of existing legal impediments to private housing construction and finance. 

C. Recent Initiatives in the Sector 

In addition to the publication of the Five Year Plan, the last year 
has seen a number of actions and proposals which impact the housing 
finance sector. Among these are: discussions in at least three States 
about the creation of State Housing Finance Institutions with majority 
public holdings; enabling of the Unit Trust of India (UTI), a mutual 
fund, to engage in Housing finance activlties; a formal call by the 
Mi ni stry of Urban Development to cl assi fy housi ng as an "Industry" whi ch 
would dramatically increase the pool of capital accessible to the sector; 
a Ministry of Finance request to the General Insurance Corporation (GIC) 
to consider development of a mortgage insurance scheme; an increase to a 
total of approximately 19 private firms which propose to offer housing 
finance credit; GOI permission for a number of public sector corporations 
to raise funds on the capital market at very favorable terms which in 
turn make current private sector issues of non-convertible debentures 
unattractive; proposed changes in income tax regulations limiting 
allowable deductions for interest payable on housing loans; and an 
additional 10% stamp duty on property. transactions in Maharastra. 

What is clear from the above is that there is substantial interest 
and activity related to housing finance, but a coherent strategy for 
sector development is lacking. The following discussion highlights some 
of the above points and indicates HDFC's influence in the sector. HDFC's 
corporate strategy is detailed in the following section (II D). 

Partially in response to demand and partially in anticipation of 
finance from the proposed NHB, at least three States are actively 
discussing the creation of State Housing Finance institutions. As 
currently envisioned they would be public sector institutions which would 
collect household savings and provide housing credit to state residents 
and public sector employees, presumably at subsidized interest rates. 
Each of these States has requested equity and/or technical assistance 
from HDFC •. 

Given that many Indian States are larger than most countries, these 
S~ate-level developments do not coincide with the Plan's proposal of 
local organizations. The state proposals portend the development of the 
typical public sector financing structure in India - similar to that of 
HUDCO aRd the. State and local Housing Authorities. India's experience to 
date indicates. that this type of publically dominated structure is not 
conducive tb the development of financially sound state and local credit 
institutions. 
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The Unit Trust of India (UTI) is a mutual fund which prior to 1986 
was prohibited by law from investment in housing. With affordable shares 
(Rs. 10 face value) UTI has grown into India's major investor and is 
still growing. In 1984/85 unit sales totalled Rs. 7.56 billion ($630 
million), a 129 percent increase over the previous year, and unit capital 
totalled Rs. 17.57 billion ($1.46 billion) as of June 30, 1985. 
Dividends to shareholders were 14.25 percent. With the r.ecent change in 
UTI's enabling -legislation a major source of capital for pri-vate housing 
finance activities has been opened. 

In 1985 UTI started- investigating the idea of promoting an HDFC-type 
institution based in Eastern India. HDFC assisted in th-is endeavor by 
providing a feasibtlity study, drafting articles of incorporation, 
training several UTI staff and offering equity participation. 
Disappointingly this HDFC progeny did not materialize. UTI decided 
against the undertaking citing the lack of trained manpower to staff such 
an operation. However, UTI has entered into the housing finance arena. 
Thus far it has moved Rs. 1 billion ($83.3 million) into housing: Rs. 
400 million ($33.8 million) on deposit with HDFC and the balance into 
police housing schemes in various states. HOFC now has a vacancy on 
their Board of Directors and will be inviting the UTI Chairman to fill 
this slot. 

- The most strongly voiced need of the housing sector is that of 
increased flows of affordable capital resources for housing. The current 
GOI directives 1/ for investment in housing is inadequate to meet 
demand. In ca lTi ng for the c 1 assi fi cat; on of hous; ng as an "Industry", 
the Ministry-of Urban Development (MUD) has put-into formal channels an 
option which has been suggested by HDFC and other housing advocates for a 
number o~years. As an 'Industry' housing institutions could access a 
large pool of capital which. by definition. is currently off limits. 
Such a classification could actually negate the need for a specialized 
housing refinance facility since the refinancing function could be taken 
up by one of several existing institution~ such as the Industrial 
Development Bank of India. Similar to the proposal for a NHB, this 
proposal is currently under debate-with basic disagreements among various 
Ministries. 

1/ GOI directives to banks and insurance companies are very specific. 
i="or instance, the General Insurance Corporation's (GIC) investments in 
1985 were directed as follows: 20% to States for Housing, guaranteed at 
9.75%; 15% to HUDCO, non-guaranteed at 11%; 10% in State Government 
securities at 9.75%; 25% in Gor securities at 11.5%; and the remaining 
30% at GIC discretion. 

Commercial banks are only allowed to invest 20% of their portfolio 
at commercial rates of interest. 
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A number of new private housing finance institutions have been 
established in the past two years, and particularly over the last twelve 
months. Annex 2 lists the names of nineteen such firms, as gleaned from 
newspapers and announcements, half of which are located in the Bombay 
region. Since there is no formal tracking mechanism or regulatory body 
for housing finance institutions, it is not possible to know exactly how 
many new firms have emerged. Thus, one of the roles of the centrally 
funded USAID housing advisor (see Section IlIA) will be to monitor the 
progress and needs of new firms engaging in housing finance activities. 

The new private firms which have commenced housing finance 
operations are replicating HDFG lending procedures, as indicated by their 
application forms presented in Annex 3. Unlike HDFC, however, most of 
these companies are 'closely associated with private developers or leasing 
companies; thus, they appear to be operating largely as a financing arm 
of their parent companies. Most of these new mortgage finance outlets 
are advertising lending rates at or above that of HDFG, and about six of 
them have offered public equity issues. However, it is too early to 
ascertain if they will be able to gain the public's confidence or 
ultimately playa major role in shelter finance. To the extent that 
these firms remain closely tied to a parent company's development 
activities, the public may view them as too risky to feel comfortable 
depositing their savings with them. 

Dewan Housing Development Finance, Ltd., was the first of the 
private mortgage finance companies to emerge pursuant to the HDFG model. 
Dewan has been operational for only two years, during which time it has 
received loan applications for a total value of Rs. 63.8 million ($5.3 
million). This volume of loan requests reflects a continuing demand in 
India for mortgage credit; Aowever, Dewan has disbursed less than 
one-third of this amount due to its own resource constraints. While 
Dewan has been successful in promoting its loan program, it has not 
aggressively mobilized resources through deposits and other sources. In 
fact, its level of disbursements about equals its share capital. For 
Dewan and other private mortgage finance companies, greater emphasis will 
need to be placed on domestic resource mobilization before they can begin 
to play a significant role in India's housing finance market. 

In late 1985 the Ministry of Finance (MOF) requested that GIG 
seriously consider the development of a mortgage insurance facility. 
Mortgage insurance is crucial to the continued development of private 
housing finance institutions which service a broad spectrum of income 
groups. The fact that HDFG and its imitators use very conservative 
underwriting standards is partially due to the fact that they must bear 
the entire risk of default. In response to the MOF request, GIG together 
with HDFG formed a task force to investigate the potential design of a 
mortgage insurance facility suited to India. AID has provided some 
technical assistance and US training for the HDFC staff members involved 
in this effort. A recommendation from GIG to MOF can be expected by the 
end of this year. 
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The remalnlng items listed in the first paragraph of this section 
can affect both the demand for and supply of private housing finance. 
Increased duties/taxes on property transactions and limitations on 
deductions on interest on housing loans may cause a slump in the demand 
for home loans until consumers adjust to these new factors. These 
actions also effect the affordability of housing which in some cities, 
like Bombay, is already beyond the reach of most of the population due to 
the scarcity of land for private development. On the supply side, the 
government's recent decision to permit and subsidize several large public 
sector companies entrance into the capital market may dry up the demand 
for private sector non-convertible debentures and may negatively impact 
on HDFC's ability to attract one-year deposits. 

The above examples are illustrative of the heightened public and 
private activity in the housing finance sector in.India. Equally 
apparent is the fact that the housing finance sector cannot be isolated 
from India's macroeconomic policies and capital market development. 
During this period of disparate activity, HDFC continues to solidify its 
leadership position in the field. HDFC is the model for private 
companies which seek to enter the field and it is the most effective 
advocate for the development of a socially responsive, privately managed 
and financially sound housing finance system. 

D. HDFC's Corporate Strategy 

HDFC management puts considerable emphasis on keeping its hand on 
the pulse of national and state deliberations affecting housing finance. 
HDFC plans to continue working closely with authorities and promoting the 
development of a financially viable sector. Its.corporate strategy is 
based on a growth model which simultaneously addresses government 
concerns for greater geographical dispersion of service facilities and 
new nuclei of activity. 

HDFC's corporate plan calls for stabilizing, its lending operations 
at an average 25 percent per annum growth rate. The opening of new 
office facilities is being accelerated with the view of having 
representation in each state by 1989. Branches will be organized into 
regional networks with the objective of spinning. off several Regional 
Offices into HDFC subsidiaries by 1990, the end of the current Five Year 
Plan. HDFC's longer term strategy is to take on the role of a 
development institution which promotes and supports independent, 
autonomous, financially viable housing finance corporations through the 
provision of technical, financial and administrative support. 

HDFC also proposes to support the research needed to promote sound 
housing finance system development. Currently under consideration is the 
sponsorship of a Research Chair on Housing and. Urban Finance at the 
National Institute of Public Finance and Policy (NIPFP) in Delhi. In the 
longer term, HDFC proposes the creation of a new research institute in 
New Bombay to deal specifically with housing and urban finar.ce issues. 



c 

• 
- 9 -

It is clear from the above that HDFC is aligning itself to 
accomplish the obje~tives of the Gal's Plan for housing finance. Current 
discussions with Gal officials outlining this corporate strategy most 
certainly will affect the outcome of ongoing public debates on system 
development. The possible scenarios range from the creation of a 
strongly pUblic-sector-biased NHB which fcrces alterations in HDFC's 
corporate strategy, to HDFC assuming the role of the proposed NHB but 
with a private management orientation, to something in between. The fact 
that HDFC is consulted by the various public agencies involved in the 
current debate indicates that its views are being given serious 
consideration. In supporting HDFC, AID clearly identifies itself with 
the forces advocating a market oriented approach to system development. 
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III. Project Approach and Description 

A. A.I.D. 's Program Approach 

Housing finance system development is seen as an important component 
of the USAID capital market thrust in India. Support for the development 
of a private, market oriented housing finance system complements the 
USAID approach of enlarging the private share of the formal capital 
market currently dominated by the public sector. Given the size of the 
sector and the resources available, USAID's program is by necessity and 
design catalytic in nature. 

The HG-002 project approach is two-pronged: (1) to employ HDFC as a 
conduit to support ~evelopment of a viable housing finance system through 
a broadening and deepening of its market penetration and as an 
institutional role model; and (2) to provide technical assistance for 
training and studies directed towards financial deepening. 

The capital resource (HG) and training portions of HG-002 are 
progressing more rapidly than anticipated in the original Project Paper 
while the technical assistance component geared toward longer term 
housing finance strategy development is behind schedule. The phased HG 
authorizations have ~een accelerated due to HDFC's performance in 
servicing lower income households, developing new finance facilities and 
overall growth. Centrally funded technical assistance to HDFC for 
training and study of housing finance systems has kept pace with HDFC's 
needs. The recently signed $135,000 Grant Agreement with HDFC will be 
used for in-house training programs, short-term study tours and technical 
assistance, as requested, including HDFC's computerization program. 

It has taken longer than anticipated to place a resident advisor 
within USAID to: provide analyses on various aspects of housing finance 
development and its relationship to capital market development; monitor 
the progress and needs of new private firms engaging in-housing finance 
activities; assess the extent of the private corporate sector's efforts 
in the housing sector; and assist in the development of housing finance 
training strategies and a longer term AID sector strategy. A resident 
advisor has now been selected and, assuming all clearances are received, 
will arrive in Delhi in July 1986. This centrally funded economist will 
work within the Mission's Technology and Enterprise Development Office. 
He will have access to specific expertise (i.e., development of default 
risk premiums, feasibility of secondary market development, etc.) through 
a support~ontract currently in the contract negotiation stage. 

In terms of future project development, initial work has been done 
on assessing the potential of cooperative housing finance societies to 
take an active role in the private housing finance system. The largest 
of these societies, the Maharashtra Cooperative Housing Finance Society 
(MCHFS), has been identified for mor'e detailed analysis. MCHFS is a 
private institution, having purchased the equity formerly held by the 
public sector. It has been responsive to AID's suggestions to adopt a 
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more market-oriented approach in their operations by diversifying their 
resource base and improving loan collections. RHUDO/Bangkok has 
maintained a positive relationship with MCHFS and is in the process of 
conducting a detailed financial analysis of their operations. Future HG 
project development will be guided by RHUDO and resident advisor 
investigations of the private cooperative and corporate sectors, and an 
assessment of the outcomes of current GOI pol icy debates. __ _ 

Meanwhile, HDFC has been able to augment its position to positively 
affect the development of a market oriented housing finance system. This 
Project Memorandum proposes the authorization of the final HG-002 $15 
million tranche be directed toward HDFC as described below. HDFC remains 
the only effective ,innovator and model for retail housing finance 
institutions. This fact combined with the uncertainty of system design 
as currently being debated makes AID's program and policy impact through 
continued association with HDFC higher than with any other existing 
firm. Finally, HDFC needs additional capital resources to sustain its 
growth in loan operations. The $15 million HG proposed here represents a 
declining proportion of HDFC's resource requirements but will provide a 
needed cushion of alternative long term capital as HDFC strives to 
maintain its demand-driven approach to housing finance. 

B. Project 'Goal and Objectives 

The long-term-goal of this program, as enunciated in the initial 
Project Paper (Private Housing Finance for Low-Income Families, 
386-HG-002), is to assist in the development of a fully functioning 
housing finance system in India which raises its capital internally and 
which makes long-term shelter finance available to households with a wide 
range of income levels, including lower income households. The first 
step in this process was to demonstrate the commercial feasibility of 

-private mortgage lending for low-income households. The second step was 
to show that government policies and practices could promote HDFC's 
deve10pm~nt without violating other public objectives. 

The third step, which will be assisted by this project, is to 
support an environment which encourages housing finance systems 
development by increasing HDFC's branch network and mortgage volumes, by 
experimenting with new deposit and mortgage facilities and by expanding 
the HDFC experiment through other private mortgage lenders.. A fourth 
level of development, the establishment of the prerequisites of a 
secondary market, can be no more than initiated with this project. 

The objectives particular to this project are: 

(1)- To assist the continuing expansion of HDFC's loan volumes, 
resource mobilization, and geographic distribution while maintaining 
financial viability; 

(2) To encourage HDFC to develop and implement new facilities 
calculated to increase the number of low-tncome borrowers able to 
purchase homes and the number of individual depositors; and, 

its. 
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(3) To assist HDFC to help other private mortgage lenders develop 
in a manner similar to HDFC. 

C. . Project Inputs 

To assist HDFC's expansion and to support its activities related to 
development of new financial instruments and housing finance 
institutions, this final phase of HG-002 will provide capital input in 
the form of $15 million in HG funds converted to rupees for HDFC 
lending. HG financing will be used for: 

(1) Individual housing loans and those portions of corporate 
loans (to a maximum of 40 percent of eligible disbursements) originated 
by HDFC for househalds with incomes below the urban median (defined as 
1800 Rs/month in Bombay and 1500 Rs/month elsewhere); 

(2) Activities undertaken by HDFC to spawn and support new 
housing finance institutions; and 

(3) Development of new mortgage and deposit instruments. 

D. Project Outputs 

The $15 million in HG financing will produce approximately 8,802 new 
housing units for below median jncome households. This estimate is based 
an 40 percent of the HG proceeds going for corporate housing programs 
(5,025 units) and an average low in.come individual loan of Rs. 27,000 
(3,777 units). This phase of the project will also result in the 
development of at least one new HDFC facility for attracting deposits 
and/or extending mortgage credit and continued HDFC support for the 
incorporation of a new rural housing finance institution in Gujarat 
State. The HG loan will leverage approximately $20 million in local 
resources directed to housing through individual downpayments and 
corporate contributions to housing schemes. 
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IV. Updated Evaluation and Analysis of HDFC 

A. Overview 

As a company, not just as a housing finance institution, HDFC is a 
unique organization. HDFC has a young, energetic staff; and the company 
has created professional opportunities for women as well as men. The 
average age of HDFC staff employees is 28; and of its 426 employees, 320 
are male and 106 are female. HDFC has a public image of being vibrant, 
honest and astute. It publishes an upbeat quarterly company newsletter, 
sponsors employee awards, and organizes sporting events and cultural 
activities for the staff. HDFC has developed a customer relations 
training seminar which is being requested by other financial 
institutions. Its young managers frequently contribute articles to the 
national press and several business journals have run features on the 
'HDFC success story' (see Annex 4). 

This type of publicity, however, hides some of the difficulties that 
accompany rapid growth, especially in a rigid regulatory environment. 
HDFC is behind in its goal of automating its loan accounting and 
management information systems, decentralizing loan approval and 
disbursement authority, and mobilizing individual household deposits. 
These lags have efficiency and rate of growth implications but they are 
problematic-rather than critical. As discussed below, HDFC has begun to 
address these problems. 

Computerization: 

Full automation of HDFC's accounting and management systems has been 
delayed by changed requirements of user departments. personnel problems 
and the rapidity of changes in the computer industry due to general 
technology development and opening up of the industry by the new 
government. HDFC's original plan of having a central system accessible 
to all branches through remote terminals had to be discarded due to the 
poor national telephone network. In 1982, HDFC-automated its loan 
approval process but found the resulting information inadequate to meet 
various management and marketing needs. Thus, HDFC management has 
conducted a departmental survey of information needs, hired a new 
computer speCialist, des1gned a basic computer training course to be 
given to all HDFC- personnel, and is developing a phased plan for 
computerizing their branch operations. In order to assist HDFC in their 
efforts, the recently signed PRE/H funded Limited Scope Grant Agreement 
includes assistance for software development. 

Decentralization: 

Decentralization of HDFC decision-making authority has been 
recommended since late 1983, but management has been cautious in its 
implementation. Although the profit center approach to branch operations 
has been in place since 1984/85, final decisions on all loan approvals 
and issuance of all disbursement checks still come from the central 
office. The current HDFC network receives some 2,000 applications and 
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issues some 5,000 disbursement checks per month. This level of activity 
taxes the current system's ability to provide efficient service to its 
clients. As a result, HDFC recently set in motion a phased plan for 
decentralization of these activities. The oldest branch offices 
(Bangalore, Pune and Madras) will receive check signing authority by July 
1, 1986, and after an initial trial period the remaining branches will 
start assuming this responsibility. For loan approvals, committees 
comprised of head office and branch personnel are being formed to review 
and approve loan applications. These committees will meet at the various 
branches every two weeks and over time head office staff will withdraw 
from the process. The target set by HDFC management is to have the loan 
approval process largely decentralized by mid-198? 

Household Deposits: 

HDFC resource mobilization efforts have been exemplary; however, 
household deposits have lagged behind expectations. While the level of 
overall deposits maintains an upward trend, household deposits are not 
expected to contribute significantly in near future. HDFC will be forced 
to rely increasingly on long-term borrowings (loans and bonds) which are 
affected in part by credit allocations by the government. 

As noted earlier, the recent Gor Five Year Plan calls for increased 
mobilization of funds for housing from the household sector. While HDFC 
deposit terms are comparable or better than the nationalized commercial 
banks, its individual deposit schemes face stiff competition. The 
government currently soaks up considerable potential household deposits 
through its Public Provident Fund and National Savings Certificates \~hich 
offer attractive terms, and UTI declared a i4.2S percent dividend in 
1985. The majority of untapped household savings are believed to be in 
the rural ,areas and accessi ng thi s wi de 1y di spersed souce of funds 
requires considerable administrative investment. 

Although HDFC has doubled its deposit agent network 2/ in the last 
year, and now has some 3,000 agents, the antiCipated household deposits 
have not been forthcoming. In response to this lag HDFC plans to appoint 
a senior level staff person to develop the necessary organizational 
structure and marketing strategy to tap household savings. HDFC already 
has a Loan Linked-Deposit scheme and its more recent Home Savings Plan 
both of which tie individual deposits to subsequent home loans. These 
facilities, together with an advertising campaign which adopts an 
educational approach to cultivate a habit to save specifically for 
housing, are gaining acceptance by the public and may point the direction 
for future HDFC efforts. -

2/ .HDFC's agent network was described in some detail in the Project 
Memorandum for 386-HG-002/B. Essentially, HOFC has established a system 
of paying brokerage fees to agents who bring in new deposits. 
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Until HDFC receives a more positive response from individual 
depositors, it will have to continue to rely on other sources for its 
resource needs. In terms of institutional and corporate depositors, HDFC 
is studying the market and will make efforts to segment the market, 
define investor needs and offer suitable instruments. It is clear HDFC 
will have to make increased efforts to offer an array of facilities to 
attract needed resources. To this end, this phase of the HG-002 will 
provide HDFC with needed funds to maintain its growth rate while it 
develops new deposit instruments. 

B. HDFC Project Performance 

HG-002 is a t~ree-phased $60 million program which was approved in 
principal in June 1984. While the 1981 HG-OOl was designed as a pilot 
institutional development project, HG-002 promoted institutional 
expansion through accelerated but stable financial growth of HDFC's 
network and more active pursuit of lower income client groups. 

• The initial phase of HG-002 Project Agreement called for 
continuation of the HG-OOl standard provisions and the requirement for 
HDFC to develop annual low income action plans. It also stipulated the 
following: submittal of a HDFC corporate plan; no more than 44 percent 
of the HG resources could be disbursed against corporate loans for low 
income housing; 15 percent of the HG disbursement had to be for special 
projects designed for lower income groups; and collection of housing 
policy statements from HG eligible corporate sub-borrowers. 

The HG-002/B design took into account the findings of the evaluation 
of HG-OOl which included a review of the progress of the ~pecial low 
income initiative portion of H~-002/A. The evaluation team concluded 
that special initiatives tended to be disproportionately burdensome and 
not replicable on a significant scale. The recommended alternative was 
to promote more systematic measures which could be integrated into the 
company's overall lending operations, such as experimentation with new 
lending instruments which would attract a broader range of income 
groups. Additionally HG-002/8 expanded the scope of the project from an 
institutional to a systems development effort. Thus the conditions of 
the $25 million HG-002/B Agreement abandoned the special initiative 
program, called for HDFC to experiment with the development of new 
mortgage instruments and expanded HG eligible expenditures to include 
HDFC activities which supported the development of new housing finance 
institutions such as the proposed rural housing finance institution in 
Gujarat and the UTI proposal for Eastern India. 

HG-002/A was authorized in June 1984. HDFC satisfactorily completed 
project conditions and went to the US capital market in the fall of 1985 
resulting in a negotiated $20 million HG loan agreement and full 
disbursement in November 1985. The project provided financing for some 
10,037 units. ,Of the loan proceeds, 56.4 percent was used for low income 
individual loans (5,166 units), 29.2 percent for those portions of 
corporate subloans for lower income employee housing (3,159 units), 12.6 
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percent for special low income initiative projects (1,712 units) and 1.8 
percent for eligible lender selection and loan transaction costs. While 
HDFC had not disbursed up to 15 percent of the loan amount for special 
initiative activities, HDFC carried out the spirit of the program. Thus 
the HG disbursement was approved based on the following: AID's approval 
of HDFC Board sanctioned special projects totalling Rs. 50.24 million 
($4.2 million or 21 percent of the HG amount); lack of requests for 
disbursement in the two HDFC financed, public sector implemented 
projects; agreement by HDFC to honor these remaining special initiative 
loan commitments from its other resources when disbursement is requested. 

Having completed HG-002/A, HDFC has moved swiftly on HG-002/B. 
-Eligible corporate subloan disbursements increased markedly in late FY 
1985, and by April HDFC had fully disbursed the HG-002/B eligible amount 
($10 million or 40% of $25 million) in this category. The percentage of 
HDFC low income loan disbursements to total individual loan disbursements 
decreased from 15 percent under HG-002/A to 11.5 percent under HG-002/B, 
however the absolute number of lower income households being provided 
with HDFC loans is not declining. During the period January through 
March 1986, HDFC was disbursing an average of Rs. 9.2 million ($766,666) 
per month to HG eligible individual low income clients. 

Within the past year HDFC commenced its new Home Savings "Plan (HSP), 
a deposit linked facility which offers housing loans at a below market 
rate (8.5%) after an initial period of making regular savings deposits at 
below market rate (6%), and developed a new Step-up Repayment Facility 
(SURF). July 1986 is the target introduction date for SURF, which 
factors in a client's future as well as current loan repayment capacity 
thereby increasing the" client's eligible loan amount and decreasing 
his/her downpayment. By integrating these types of new lending 
facilities into HDFC's overall operations, it is anticipated that over 
time more lower income households will be attracted to HDFC services. 

In terms of direct assistance for the creation of new housing 
finance institutions, HDFC worked closely on the development of an 
Eastern Regional Housing Finance Company until the initiative was" 
abandoned by UTI. Promotional activities for the Gujarat Rural Housing 
Finance Corporation have ~esumed after a waiting period caused by the 
unrest in GUjarat State in late 1984. 

In all the HG loans to HDFC there has been a clear emph~sis on 
promotion of lending to lower income households through the types of 
loans provided and overall expansion, or outreach, of HDFC's network. 
HDFC's primary clients come from India's middle class. Lower income 
households have public vehicles for home purchase, albeit drastically 
short of demand. What AID has successfully advocated is that HDFC can 
also serve some portion of the lower income community thereby providing 
an alternative to public housing. 

How far down the income scale HDFC can go varies with location and 
depends on the loan facility offered. Over time HDFC has developed a 
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variety of mechanisms offering an array of options: l)various indhidual 
loan programs; 2) line of credit options in which the employers can 
design the housing-loan package; and 3) loans for construction of on-site 
employee housing. The lowest income beneficiaries are reached most 
effectively in reverse order of their presentation above. This is 
primarily due to employee benefits offered through or by companies and 
corporations by means of reduced interest rates for on-lending or the 
provision of work-related housing. 

As evidenced in HG-002/A, HDFC has been willing to experiment with 
specfal projects targetted to meet the needs of households which normally 
would not be served by the formal housing finance system due to location 
and/or income level. In one such case HDFC co-financed a rural housing 
project involving 44 villages. This pilot project, started in 1984, 
currently has a 20 percent default rate which is considered good by rural 
credit standards in India but out of line with HDFC's default rate of .3 
percent. This and other special low income initiative projects are often 
small and time consuming and do not seem to provide HDFC with a mechanism 
it can afford to replicate on a ?ignificant scale. 

While HDFC continues to learn from special projects, the current 
thrust is to deSign and promote new mortgage instruments which make 
housing finance more affordable to lower income groups. Once tested and 
refined these instruments can be marketed nation-wide and administered 
through'the company's standard operational mechanisms. While the 
effectiveness of the instruments currently being developed (SURF) and 
tested (HSP) can be assessed only after completion of an initial trial 
period, HDFC's current facilities do not exclude lower income , 
households. This is evidenced by the fact that while the overall number 
of units financed by HDFC'in FY 1984/85 increased less than one percent, 
there was a four percent increase in the number of lower income units 
financed. 

In seeking expanded geographic outreach by HDFC, HG-002 set a target 
of one new office opening every 18 months. HDFC has surpassed this 
target and is clearly making considerable efforts to increase the 
accessibility of its services to a broader clientel. 

In FY 1984/85, HDFC opened three new branch offices in the north 
(Lucknow, Jaipur and Indore), moved their Bombay suburb branch (Dadar) to 
a larger facility (Parel), and leased ground f100~ space for better 
client servicing at the head office in Bombay. Office locales in 
Bhubaneswar, Guwahati and Chandigarh have been identified and requisite 
staff are being trained for the opening of these branches in 1986. This 
will increase HDFC branch coverage to 14 States and represents a maj 0,' 
push in eastern India, the most economically backward Region of the 
country (see Figure I). 

HDFC branch offices serve not ~nly the city but also the area within 
which they are located. By March 1986, HDFC ha,d clients in 445 towns and' 
cities throughout the country. There are currently three towns which 
constitute as much as 30 percent of the loan originations from their 
servicing branches; thus, HDFC is considering plaos to establish separate 
offices in these locales. 
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Figure 1 

The HDFC Branch Network 

INDIA 

HDFC Head Office • 
• 
I. 

Existing HDFC Branch Offices 
Branch opening proposed for CY 1986 
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HDFC Financial Analysis 

Overview of Past Performance: 

Through sound management and aggressive marketing, HDFC has 
continued the rapid expansion of its operations. Table 1 highlights key 
indicators of its growth over the last four fiscal years. 

As Taqle 1 shows, by the end of FY 1984/85, HDFC's outstanding loan 
volume was Rs. 2.3 billion ($191.6 million), or more than a four-fold 
increase from three years earlier. Outstanding loans have increased by 
an average of nearly Rs. 600 million ($50 million) annually. This 
increase in loan activity was possible due to the growth in funds HDFC 
mobilized for on-lending purposes, which rose from Rs. 567 million ($47.2 
million) in 1981/8t to nearly Rs. 2.9 billion ($241.7 million) by the end 
of 1984/85. 

HDFC mobilizes funds for on-lending from two principal sources: 
long-term borrowings (including bonds, institutional loans and Housing 
Guaranty loans) and deposits. At year-end 1984/85, deposits accounted 
for 62 percent of HDFC's total loan funds, with the balance derived from 
various lenders and bond sales. When HG funds are excluded, deposits 
account for nearly 70 percent of total available funds, indicating that 
HDFC has been successful in mobilizing domestic savings. Over the last 
four years, deposits grew at an average annual rate of 80 percent, 
reaching a total value of Rs. 1.8 billion ($150 million) at the end of 
the last fiscal year. 

This impressive growth in HDFC's deposits can be attribut~d to its 
aggressive outreach to potential customers and to the broadening of its 

.deposit base. Howe~er, HDFC's principal deposits have been from 
corporate accounts which represented 85 'percent of all deposits in June 
1984. For attracting individual depositors, HDFC increased its efforts 
to mobilize deposits through the development of an 'agent network' and 
through such programs as its loan-linked Deposit (llD) scheme and Home 
Savings Plan (HSP). By promoting 'savings for housing' programs, HDFC 
emphasizes the non-financial benefits to potential customers of opening 
an account with HDFC, such as its ability to honor a loan commitment for 
home purchase.l/ This strategy appears to be taking hold, since HDFC's 
llD scheme experienced an eight-fold increase over the last four years. 
HG financing played a role in sustaining this deposit growth, as the 
availability of HG-generated loan funds provided HDFC with needed 
resources to disburse against its loan commitments - thus enhancing the 
public's confidence in the company. 

3/ ~n India, having a loan commitment honored by a financial institution 
1S not necessarily a foregone conclusion. State-owned mortgage 
institutions are dependent on budget allocations to housing, and because 
of reductions in shelter allocations, these institutions have commonly 
failed to honor their loan commitments. For borrowers who have incurred 
other costs in anticipation of purchasing a home (e.g., sale of assets, 
purchase of land, etc.Y, this situation can result in high financial and 
opportunity costs. 
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Tabl e 1 

KEY GROWTH INDICATORS, 1981/82 - 1984/85 
(14;11; ons of Rupees) 

1981/82 1982/83 1983/84 1984/85 

Total loan funds 567.0 1,070.5 1,994.6 2,856.6 
Percent growth 82.3'.1'. 88.8% 86.3'.1'. 43.2% 

Total deposits 398.7 670.7 1,198.2 1,776.6 
Percent growth 124.0'.1'. 68.2'.1'. 78.6'.1'. 48.3'.1'. 

Long-term borrowings 168.3 399.8 796.4 1 ,080.1 
Percent growth 26.5'.1'. 137.6'.1'. 99.2% 35.6'.1'. 

Total loans 
outstanding 563.9 985.3 1,611. 7 .2,346.9 
Percent growth 89.1'.1'. 74.7'.1'. 63.6'.1'. 45.6'.1'. 

Annual approvals 466.2 761.1 1,028.8 1,345.8 
Percent growth 38.5'.1'. 63.3'.1'. 35.2'.1'. 30.8% 

Annual disbursements 297.9 478.4 748.9 932.4 
Percent growth 41.9'.1'. 60.6'.1'. 56.5'.1'. 24.5'.1'. 

I~umber of uni ts 
approved for loans 12,403 19,472 27,379 27,645 
Average loan per 
unit (Rs.) 37,588 39,087 37,576 48,681 
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Naturally, the expansion of HDFC's resource base has made it possible 
to finance an increasing number of housing units. From a total of 12,400 
units in 1981/82, HDFC approved loans for 27,400 units in 1983/84. 
Between 1983/84 and 1984/85, the growth in the number of approved units 
for financing remained essentia11y flat. Based on loan activity during 
the first half of the current fiscal year, however, the number of units 
approved for financing should rise to approximately 36,300 units by 
year-end. 

It is noteworthy that between 1981/82 and year-end 1985, the average 
loan value per unit has risen only modestly, at an approximate annual 
growth rate of 7 percent. This rate of increase is below India's overall 
rate of inflation. 

, 
A major contributing factor to HDFC's growth has been its prudent 

management and fiscal soundness. Table 2 provides highlights of HDFC's 
financial performance over the last four fiscal years. 

Consistently, HDFC has realized a net income, with an average annual 
increase of 46 percent in its profit after taxes. The corporation's 
return on equity also jumped sharply, from 14.7 percent in 1981/82 to 
24.8 percent in 1984/85. 

The gross spread between HDFC's cost of funds and return on loans 
averaged 2.6 percent over four years, with a more recent trend towards 
modestly greater spreads. Loan arrearages remain remarkably low, at 
about .3 percent. Staff expenses as a percent of total income have 
fallen, from 3.9 percent to 2.5 percent between 1981/82 and 1984/85, 
reflecting greater operational efficiency even during a period of rapid 
expansion which included the opening of new branches. 

HDFC maintained a good liquidity position, as evidenced by its 
working capital ratio which remained over 3:1 •. Additionally, it has not 
become over-indebted, but' has maintained a manageable debt-to-equity 
ratio. In 1981/82, this ratio was 4.6:1; by the end of the last fiscal 
year, it had risen to 13.8:1. Most of the corporation's indebtedness is 
on a long-term basis, and this increase in the debt/equity ratio is 
consistent with the normal growth pattern of finance institutions. 
Moreover, it is well below the allowable. 25:1 ratio for savings and loan 
associations in the U.S., and below the 17.5:1 ceiling imposed by the 
International Finance Corporation. 

As would be expected, HDFC's asset base grew, from Rs. 741 million 
($61.8 million) in 1981/82 to Rs. 3.3 billion ($275 million) by the end 
of 1984/85. HDFC's equity or net worth was 6.6 percent of assets at 
year-end 1984/85. 
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Table 2 

INDICATORS OF FINAtJCIAL PERFORMANCE, 1981/82 - 1984/85 
(Millions of Rupees) 

1981/82 1982/83 1983/84 1984/85 

. . 
Profit after taxes 18.2 28.9 38.7 51.5 
Percent growth 58.3% 58.7% 34.1% 33.0% 

Value of assets 741.0 1,298.8 2,300.0 3,283.9 
Value of equity* 47.5 85.2 138.6 215.6 
Percent equity 6.4% 6.6% 6.0% 6.6% 

Debt/equity ratio 4.6 7.5 11.8 13.8 
Worki ng capi ta 1 
ratio 3.1 3.2 3.8 3.3 

Staff expenses as 
% of total income 3.9% 3.2% 2.9% 2.5% 

Return an equity 
(profit/reserves 
and capital) 14.7% 20.3% 22.9% 24.8% 

Return on loans 12.44% 13.46% 13.57% 13.88% 
Cost of funds 10.72% 10.41%. 11.23% 10.75% 
Gross spread 1.72% 3.04% 2.34% 3.13% 

* Equity is equal to reserv~ and surplus, as shown on HDFC's balance sheet. 
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As a result of this sound financial performance, HDFC has enjoyed 
growing credibility in India's capital markets. In FY 1983/84, HDFC's 
first public bond offering - for Rs. 100 million ($8.3 million) - was 
oversubscribed; in 1984/85, a second offering of equal value \~as 
similarly oversubscribed; and in the current year, HDFC's initial offer 
for Rs. 75 million was increased to Rs. 100 million to satisfy demand. 

Financial Projections; 

In 1980, HDFC had been operational for only two years, though it had 
gained sufficient recognition and credibility to enable it to tap the 
pent-up demand for its services. Thus, it grew rapidly over the next 
couple of years. As would be expected, its growth rate has begun to 
level off, as reflected in Table 1. 

Over the next four years, HDFC is expected to continue its steady 
growth, but at a slower, more even pace than in prior years - though by 
any standard its projected growth is still impressive. Moreover, HDFC's 
management should benefit from a more evenly paced rate of expansion, 
allowing it to consolidate past gains and maintain control over future 
expansion. 

Table 3 highlights key indicators of HDFC's projected growth between 
1985/86 and 1988/89. HDFC's portfolio of outstanding loans will increase 
by an annual average of about 38 percent, reflecting the anticipated 
increase in loan funds mobilized by HDFC for on-lending. Long-term 
domestic borrowings are expected to increase by 44 percent annually, 
including drawdowns of HG funds.4/ 

Deposits will continue to grow but at a much slower pace than in 
previous years, with annual increases leveling off at about 30 percent by. 
1987/88. By 1988/89, deposits will account for about 60 percent of 
HDFC's domestically-mobilized loan funds, based on current trends .and 
HDFC's projections. This represents a drop from 70 percent in 1984/85. 
This situation does not jeapordize HDFC's financial viability, but this 
lower deposit ratio does increase HDFC's overall cost of funds. HDFC is 
aware of this problem, and is considering various means to regain its 
past momentum iu mobilizing deposits. 

Loan approvals are projected to eventually level off at around a 30 
percent annual growth rate. The backlog in .undisbursed sanctioned loans,. 
however, will continue to grow as sanctions continue to outpace 
disbursements \~hich 'underscores HDFC's need for additional resources. 
Nevertheless, HDFC'wil1 continue to finance an ever-increasing number of 
units each year, reaching over 62,000 units in 1988/89. 

4/ These projections assume HG drawdowns of $20 million in 1985/86, $25 
. million in 1986/87, and $15 million in 1987/88. Conceivably, HDFC could 

borrow these funds at a faster pace (e.g., $45 million in 1985/86 and $15 
million in 1986/87). 
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Table 3 

KEY GROWTH INDICATORS, 1985/86 - 1988/89 
(Millions of Rupees) 

1985/86 1986/87 1987/88 1988/89 

Tot. loan funds 3,966.6 5,416.6 7,276.6 9,983.4 
Percent growth 38.9% 36.6% 34.3% 37.2% 

L-term borrowings 1,570.1 2,320.1 3,250.1 4,693.3 
Percent growth 45.4% 47.8% 40.1% 44.4% 

Total deposits 2,396.6 3,096.6 4,026.6 5,290.1 
Percent growth 34.9% 29.2% 30.0% 3l.4% 

Total loans 
outstanding 3,400.6 4,685.7 6,314.1 8,477.0 
Percent growth 44.9% 37.2% 34.8% 34.3% 

Annual approvals 1,800.0 2,290.0 2,860.0 3,678.6 
Percent growth 33.n 27.2% 24.9% 28.6% 

Annual dis-
bursements 1,340.0 1,700.0 2,200.0 2,933.3 
Percent growth 43.7% 26.9.% 29.4% 33.3% 

Number of uni ts 
app. for loans 36,340 42,865 49,635 59,191 
Average loan per 
unit (Rs.) . 49,532 53,424 57,621 62,148 

• 

• 
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HDFC's projected financial performance sustains and furthers its 
achievements during the first half of the 1980s, as shown in Table 4. 
Net profit after taxes will increase by an average of 9.8 percent 
annually, from Rs. 51.5 million ($4.3 million) in 1984/85 to Rs. 74.6 
million ($6.2 million) in 1988/89. The corporation's assets will 
similarly grow, more than tripling in value between 1984/85 and 1988/89 
to reach Rs. 11.1 billion ($91.7 million). 

In terms of liquidity, HDFC will maintain a solid working capital 
ratio hovering around 3:1 each year. The corporation's debt-to-equity 
ratio will remain fairly constant, at about 12:1 over the next three 
years, with a projected jump to 17.6:1 in 1988/89. These projections of 
HDFC's debt/equity ratio take into account the company's plans to issue 
Rs. 100,000,000 ($8.3 million) in new equity shares during the first half 
of FY 1986/87. 

Consistent with its past performance, it is anticipated that HDFC 
will continue to manage itself efficiently; thus, staff expenses as a 
percent of total income should remain on the low side, at about 2.4 
percent. KDFC's greater reliance on higher cost borrowings rather than 
lower cost deposits will reduce its spread on loans, from an average 2.6 
percent the last four years to 2 percent between 1985/86 through 
1988/89. This reduction in its loan spread will also have an impact on 
its return on equity, though it will still average a 13.7 percent return 
over the next four years. 
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Table 4 

INDICATORS OF FINANCIAL PERFORMANCE, 1985/86 - 1988/89 
(Millions of Rupees) 

1985/86 1986/87 1987/88 1988/89 

Profit after tax 55.0 59.0 70.4 74.6 
Percent growth 6.8% 7.4% 19.3% 5.9% 

Value of assets 4,742.0 6,354.6 8,404.3 11,098.8 
Val ue of equity 525.3 533.8 666.3 582.6 
Percent equity 11.1% 8.4% 7.9% 5.2% 

Debt/equity ratio 11.4 11.3 13.9 17.6 
Working capital 
ratio 3.5 3.0 2.7 2.4 
Staff expenses as 
% of total income 2.4% 2.4% 2.4% 2.4% 

Return on equity 
(profit/reserves 
and capital) 15.8% 12.3% 13.5% 13.1% 

Return on loans 13.50% 13.50% 13.50% 13.50% 
Cost of funds 11.14% 11.62% 11.66% 11.69% 
Net spread 2.36% 1.88% 1.84% 1.81% 
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D. Conclusion 

With the proposed authorization of the final tranche of HG-002, 
HDFC's total borrowing from the Housing Guaranty facility in the 1980s 
will amount to $90 million. Although this represents a significant level 
of assistance to a single institution, the real and long-term impact of 
this assistance has been in the areas of institutional and shelter sector 
policy development, and not on HDFC's financial operations per·~. 

From a financial perspective, HG funds have accounted for a 
decreasing share of the funds HDFC has mobilized, and they have nominally 
added to HDFC's income flow. In 1982/83, the first HG drawdown of $20 
million represented nearly 40 percent of the funds HDFC mobilized that 
year for on-lending; but in 1987/88, the year in which this final tranche 
is projected to be disbursed, HG funds will represent less than 10 
percent of the projected net increase in HDFC's loan funds. In terms of 
HDFC's pre-tax profits, HG funds will have accounted for less than 3 
percent of HDFC's income between 1981/82 and 1987/88 - the period during 
which HDFC will have borrowed under the HG program. Thus, HDFC is not 
relying on HG funding to ensure its financial viability. 

At the same time, the HG program has played a key role in HDFC's 
growth and its continued attention to the needs of lower income 
borrowers. Since inception, the demand for HDFC's mortgage loans has 
outpaced its available funds, and the full $90 million in HG funds will 
ultimately enable HDFC to finance an estimated 51,000 low-income units 
for which it would otherwise not have had the resources. In this regard, 
HG funds have contributed to the public's confidence in the corporation, 
since HDFC has been able to honor loan commitments in a timely manner. 
In turn, this public confidence has contributed to HDFC's ability to 
mobilize savings and leverage other domestic resources. 

AID's support for HDFC has also enhanced HDFC's credibility with the 
GOI which has created opportunities for HDFC to bring about positive 
changes in national shelter and finance policies. These changes focus 
greater attention on shelter needs and foster an environment for private 
sector participation in financing these needs. Perhaps the best evidence 
of this is the emergence in the last two years of private finance 
companies which are closely modelled after HDFC. Without a doubt, HDFC 
continues to be instrumental in demonstrating the feasibility and 
desirability of market-oriented solutions to India's shelter problems. 



, 

ANNEX 1 

THE HOUSING GUARANTY PROGRAM 

STATUTORY CHECKLIST 

ANSWER YES OR NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

A. General Criteria Under HG Statutory Authority. 

Section 22l(a) 
w,1 I the proposed project further one or more 
of the follor/ing policy goals? 

(1) is intended to increase the "availability of Yes 
domestic financing by demonstrating to 
local entrepreneurs and institutions that 
providing low-cost housing is financially 
vi abl e; 

(2) is intended to assi st in marsha 11 i ng Yes 
resources for low-cost housing; 

(3) supports a pi10t project for low-cost Yes 
shelter, or is intended to have a maximum 
demonstration impact on local institutions 
and national; and/or; 

~4) is intended to have along run goal to Yes 
develop domestic construction capabilities 
and stimulate local credit institutions to 
make available domestic capital and other 
management and technological resources 
required for low-cost shelter programs and 
policies? 

Section 222(a) 
w,11 the ,ssuance of this guaranty cause the 
total face amount of guaranties issued and 
outstanding at this time to be in excess of 
$1,958,000,000? 

No 
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ANNEX 1 (2) 

ANSWER YES OR NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIOfJS 
WHERE APPROPRIATE 

Will the guaranty be issued prior to September 
30, 1986? 

Section 222(b) 
~il1 the proposed guaranty result in activities 
which emphasize: 

Yes 

(1) projects providing improved home sites to No 
poor families on which to build shelter and 
related services; or 

(2) proj ects compri sed of expendable core No 
shelter units on serviced sites; or 

(3) slum upgrading projects designed to No 
conserve and improve existing shelter; or 

(4) shelter projects for low-income people Yes 
designed for demonstration or institution 
buil ding; or 

(5) community facilities and services in Yes 
support of projects authorized under this 
section to improve the shelter occupied by 
the poor? 

Section 222(c) _ 
If the project requires the use or conservation N/A 
of energy, was consideration given to the use of 
solar energy technologies, where economically or 
technically feasible? 

Section 223(a) 
will the A. l.D. guaranty fee be in an amount Yes 
authorized by A.I.D. in accordance with its 
delegated powers? 

Section 223(f) 
Is the maximum rate of interest allowable to the NIA 
eligible U.S. Investor as prescribed by the 
Administrator not more than one percent (1%) 
above the current rate of interest applicable to 
housing mortgages insured+by the Department of 
Housing and Urban Development? 

http:insured.by


Section 223(h) 
Will the Guaranty Agreement provide that no 
payment may be,made under any guaranty issued 
for any loss arising out of fraud or 
misrepresentation for which the party seeking 
payment is responsible? 

Secti on 223 (j ) 

ANNEX 1 (3) 

ANSWER YES' OR NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

Yes 

(1) Will the proposed Housing Guaranty be Yes 
coordinated with and complementary to other 
development assistance in the host country? 

(2) Will the proposed Housing Guaranty Yes 
demonstrate the feasibility of particular 
kinds of housing and other institutional 
arrangements? 

(3) ·Is the project designed and planned by Yes 
A.I.D. so that at least gO percent of the 
face value of the proposed guaranty will be 
for housing suitable for families below the 
median income or below the median urban 
income for housing in urban areas, in the 
host country? 

(4) Will the issuance of thi s guaranty cause No 
the face value of guaranties issued with 
respect to the host country to exceed $25 
million in any fiscal year? 

(5) Will the issuance of this guaranty cause No 
the average face value of all housing 
guaranties issued in this fiscal year to 
exceed $15 million? 

Section 238(c) 
Will the guaranty agreement provide that it will Yes 
cover only lenders who are "eligible investors" 
within the meaning of this section of the 
statute at the time the guaranty is issued? 



ANNEX 1 (4) 

ANSWER YES OR NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIOUS 
WHERE APPROPRIATE 

B. Criteria Under General Foreign Assistance Act 
Authority 

• 

Section 620(620A 

1. 

2. 

Does the host country meet the general 
criteria for country eligibleOounder the 
Forei gn 'Ass; stance Act as set forth in the 
country eligibility checklist prepared at the 
beginning of each year? 

.Is there any reason to believe that 
circumstances have changed in the host 
country so thatOit would now be ineligible 
under the country statutory checkl fst? 

0" 

Yes 

t~o 



ANNEX 2 
• , 

NEW PRIVATE HOUSING FINANCE COMPANIES 

1. Ansal Housing Finance & Leasing Co Ltd 
115 - Ansal Bhavan 
16 - Kasturba Gandhi Marg 
New Delhi 110 001 

2. Arian's Home Leasing Project 
Lucky Apartments 
Vasai Road 
Dist - Thana (Maharashtra) 

3. The Bombay Home Projects Pvt Ltd 
Dadhich House 
Opposite Railway Station 
Santacruz (East) 
Bombay 400 055 

4. Dewan Housing Development Finance Ltd 
Warden House, 2nd Floor 
Sir P M Road 
Bombay 400 023 

5. Galaxy Consolidated Finance Ltd -

6. Ghar Finance & Leasing Co Ltd 
-102, Arcadi a-
195, Nariman Poi nt 
Bombay 400 021 

7. Kamanwala Housing Development 
Finance Co Ltd 

1518, r~aker Chambers - V 
Nariman Point 
Bombay 400 021 

8. Laximichand Bhagaji Ltd 
Ramon House 
169, Backbay Recl amati on 
Bombay 400 020 

9. Pal ghar Housing De~elopment Corpn 
Kacheri Road 
Near Panchbati 
Pal ghar (West) 
Dist - Thana 

10. Parshwanath Housing Finance 
Corpn Ltd 

Harsiddha Chambers 
3rd floor, Ashram Road 
Ahmedabad 380 014 

11. Residency Housing Finance Ltd 
202-B, 'A' Wing 
Queens Comer 3 
Queen's Road 
Bangalore 560 001 

12. Rockland Leasing Ltd 
111, Vajkunth 
82-83 Nehru Place 
New Delhi 110 019 

13. Samarias Housing Finance Ltd 
Samarias House 
29, Luz Avenue 
Madras 600 004 

14. Saya Housing Finance Co Ltd 
33/1, Netajj Sub hash Road 
572 Marshall House 
Calcutta 700 001 

15. Sri Ram Housing Finance & 
Investments of India 

16. 21st Century Housing Finance Co Pvt Ltd 
106/7 /8, Espl anade ~lansi on 
144, M G Road 
Bombay 400 001 

17. United land & Housing Ltd 
7, Jantar Mantar Road 
New Delhi 110 001 

18. Vishwas Housing Development Ltd 
105, Veena Beena Shopping Centre 
1 st Floor 
Opposite Bandra Station (West) 
Bombay 400 050 

19. Western Housing 



Annex 3 

SANPLE LOAN APPLICATION FORMS 

Housing Development Finance Corpor~tion' Ltd. 

Ansal Housing Finance and Leasing Co. Ltd. 

Dewan Housing Development Finance Ltd. 

Laxmichand Bhagaji Ltd. 

.- ." " ..... -. 
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HOJSlNG DEVElCf'MENT 
RNANCE CO<PORATION UMITED 

HDFC HAS NO AGENTS, AND DEALS OIRECTL.Y WITH 
APPLICANTS. 

INDIVIDUAL RESIDENTIAL 
. LOAN APPLICATION FORM 

00004 

Ragbll!lred Office: 
Ramon House, 
169 Backbay Reclamaiion, 
SomOay.tOO 020 

Ofll~: 

COMPLlMEN !J-\t{ Y I.OP~ 

INSTRUCTIONS IR.......se REAO CAREFUU.Yl 

1. PlellSe read Ihe BROCHURE carefully. 

2. The aopllC8lh:m-'orm"::i'orovlded 30 thal HOFC can 
obt,1.ln relevant datalls for tne conslderallcn of your 
~ppllcaltcm. It cannol cover all arcumslanc$$ and If 
ml!lre we any millle~ wnlchmDy nave iI tlearlnq on Ine 
dQoCI.tlon, these sMuld be MI cui In a O)ve.lno leiter. 

3. Plea:e wtlle or type In BLOCK LETTERS. In,eft one 
IIIUM'lnead1bloch.O. I S I A I Till s I HI 

4. Rilin. wllere applleaole e g. 

FOR OF=ICS: USE ONLY 

• SlnOle,t 
OMurled 
OOthon- Im1tc-allnq ,In\lle :5talu!! 

uoo. 

- Uft 

INCOMPLETE APPlICATIOhlS AR= lIABLETO aE REJECTED 

5. All dilliliis m~t bEl IIlIed In. If not applr.::abll!l pl~e 
wrlleNIA. 

B. HOFe will not ctInslder relinancino .any properly. 
" Ine OQrrower :'las .. Iready tI<lrrowe(J lor the Drogeny 
Ig be fln<lnced or Inlend, to tIortow In Ihe fulure Irom 
wh<lurv'u !lQU'=, tlOFC mu::S1 be Informed <lnll lull 
daUlls PfOYld~. 

7. ApDI!eants s/1ould ~nlSur3 that Ihe .app.lauon 11 COIT'lp­
hUll In lIVery re'OfICI an<:t aU Ihe requ'rotd <:to.avmOl/u::I 
IIsleod below ire sllbmltled WI!n Inl::! <lllDlidUon. In­
O)maf ... le applieallo<u ar ... Ilabl" 10 be ... etet:ted • 

8. HOFC rllserYltS Ule ri01l1 10 filled. any "!lalleatlon 
Without UllIOn'no any rauon. 

". 

Supportfng document:! to b6 ~ubmlued by the borrower and co-oortower with this application: 

1. Vlf("lIltatlcl1ot EfIlPloyme7., lonn Wllflitem::s1, lalld 13 lilted Ill. 
2. II the appllcanl prope$eS Ie obilin /franclal as:II~tance lor aequI.illon 01 r""danllal ..::eommQ(l:l!loo Irom ~y o~her 

~n'.I/1"'r name::! and addre::SllU. 
3. It ::self-employed, balance lIfteels,!J. Income & excendUure eo::cunu (Cllnlllecl by • Chanered AlXOUnlarll! lor Ihe p3.!lt 

:Iy~. 

4. In Co:I\.S& at ~It-employed appl/anlS, a nOle on t/la nature 01 bUtl""" form at Ofoanl::s.o\lIon, Clients, ~uppllet::s. IIIC. 
5. 8yot-!:lws of CG-opottll.!lvlI Soel"'lylA~I.=utcln ot Aoarlmil!lnl Ownftl"s. 
B. Copy 01 drawlnO~.(It prooosed con~tructlon/Purcn"e/exlenslon/renQYalion. 
7. Cooyol eslimateol COllot tne re::lldl!lf1l1alOlc;eommodallan Irom your Aftnilec!/EnOlneer. 
6. Salary Sll0/S.alary Canilleale. 
9. Past ..x.:upallonal nl,lory tor,O yell'S. gl",lno ""ma 01 employer ornalure 01 tluslne:ss Ina tlerlod. 

»'IX REC9n' 
-=a ....... 

""""""""'" 'NIlli SlOHATlJRE 

I.;FIXllECa« 
~mGAAPK 
OF~R 

WlTH.:!IGHAruRE 

• 

VAUOIJPTO 

PHONe 220265/220282/220908. TEl.EGRAM : HOU5CORP BOMBAY- TELEX: HDFCB762 
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PERSONAL INFORMATION OF BORROWER 
FVU.NAMe MR/MRSndl$S 01 MALE AGe OAre OF BIRTH RETlR-

EMENT 
SURNAME NAME MIOOLENAME 02FEMALE OAre MONlli YEAR AGe 

I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I 
PRESafr AOORESS 

. 
OUAUFtCAnONS 

. • MARITA1. NUMBER OF 
STATUS 

RTOAHTS 81J1I.OlHGIFl.AT NU1J>6m []SINGLe; CHIL.CAEN 

I I I I I I I I I I I I I I I I I I I I I I I I I I I I r OMAARIED 
OOTHER OTHERS 

PAeserr -"CCOMMOOAnON IFREHTEO. . MOfoIrHLYREN 

== 0'- o 3RerrEO .. 
I I I I I I I I I I I I I I I I I I I I I I r r o 2 FAMILY O.(EMPUlvat ITT 

01RESi- CEPOSITOA HUM..,. FOUOICOIl.LD , OENT ou.c 0' NO 
on' P\NCOOE RESICEHTlAl. PHONE 

O~:EH1 oeo SHAAa 

I I I I I I I I I I I I I I II r I I I I I r o NOHe I I 
lOA.HAMO!JNT TERM REOUESTEO INCONIEIMO~t.Y1 OTHER INCOME I~Y INST.-.t..MEXT 
fl.EQUE.STEO "'""""- ~OIT1.JAS YOU c,o.,.l PAY 

AS " " " I I I YEAAS I I I I I I r I I -I I I r T1 r 
NAM.E~F EMP\.OYERl6U$INE~ OCOJPAnON 

I I I I I I I I I I I I I I I I r o I SERVICE 
~OFEMp!'oYER 

"""" o 2 ~ CCCUPlEO 

I I I I I I I I I I I I CESlGNAnON ""'''''''''EHT OJAAnONOF 
PResarr SERVICE 

en" PIN cooe """""""""e 
I I I I I I I I I I I I I I I I I I I I I I I I I I I I mYeARS 

LOAN DETAilS 
PIJRP\'J!SEOOF n-rE1.OAH O'CQ~ON 0'''''''''''-'''' o l RENOVAnON o "EXfEI.i!lION 

tor"'" 1'VRCH...sE PAlCE (0J:Srl L.:. ItClCEHT ..... cosr ~ CCHnNO"""" ~ TaTAl..AEOUIREMEHT _~ 
OF FUH~ ... "- AS S~OFGl .. rn RS SUM Of' GJ TO Q] 

I I I I I I XIXIXIX I rx 
"'~ I...!. 5AY1~ ~ D1~Ol"ll.!.. MNMIC'E $'A. Y-:l!.. '" .J;, "'"'" ~ ESTlM,l,reo AV"'Iv.eI~J2.: ,eouan;o FROM 8A/tK '''''''''''"''' MEHTMAOE '''''''0Aa.e "'""'''' UT¥OFFUHOS 
FAOMHOFC AS " 

., """""""" """" AS AS .9..N Of"Ul TO ~ 
AS I I I I . AS I I I I I I I I rx 
E.ST!MA.n;:O AVAlu.eru'N C)If F\.fiOS 18t,.CCI( 111 SHOULD AT If.A$T EOUAl. ESTlMA.1'EDREQUlREMEHT 01" FUNO:S IBLOOUI. 

PROPERTY DETAILS 
AIXlAESS C)If PROPERTY IS'1"HS FlAflHOlJ:SE. 

OI~O O.3REAaY 
[] 2 ~CER a:rN~OH O. HOT seLecn:o 

I I I I I I I I I I I I I I I DAce"" o 'O£E><OU> ~EXI'Illeo 
COMPl.ETION n;:IlMOF 

"""eT """'" YEAA o "-"""'<.0 ~YEARS 

I I I I I I I I I I I I I I I I I I I I I I I I IX 
Trn! """"0 . 
o , "'-""""'" o l APAIITJ,IEN'T """ en" PlNCCoe: [] 2 flOW HOUSE 0 ~ R..AT AS 

I I I I I I I OSOTWUlS ITT 

FOR OFFlCE USE ONLY 
ZOHEANO SAHCn0t4 CODE I~COO< <=UN EM"""'"' """'" AAEA MEA '" """""""" ,-'" ""'" coo< o;;;e """""~ eooe R , U M "'. "" cooe 

I I I I I I I I I I I I IX 
-"aMI PAOPQ:rTY V ...... \,IE l.OAH SAHCl'IOH€D "",,",'N 1HTEAe.ST RATE 

r;;;;;;- r;;;;;;-- MD"n.s 1"""",,,-AMO<>O" CO", """""" AMO.>rr "'''cnve 
I I X IX I I liX r I I IIX T IX I r I I r TlX 

EM' ~OI'Im:F.ttO OI'FOtOATE fl.El,J\.nOfG-oIP OUAUI'lCOo nQH$ 01 n.IP ~NPA.'(MI!HT 

~ 

~ ~ '" " YEAR wtlEK OA flO MOH'T1-t YEAR 02 BALLOON 

'" I I I I I I X I I I 0' """ I I I 

, 
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PERSONAL INFORMATION OF CO BORROWER -
FtAJ...".-.MJ; ""R/MRS/MISS CMACE M£ DArn OF OIRTl-t ."" .. £Me<T 
SURNAME; NAME M/OCI..E NAME o FEMALE o ... re MOHTH YEAR .G£ 

.- ':,:., I I I I I I I I I I I I I L I I I I I I 
• b._ PReSENT AOORESS QJAUFIc.\nOf'S -''''- NUMBER OF 

"."", OS'El<0ENT5 

BlJILOINGIFLAT i'l0. C ..... 
R~ILDReH 

I I I I I I I I I I 
a MARRIED 
o OTHER om"" 

PRES@<IT .o\CCOMMOO'" nON ~~ENTEORSH1 ONTl-II.Yl'I 

. .' - .: . " 
""'" OOWN 0''''''''' " I I I I I I Ii If I 11111 I-II II I I I I I I I I OF ... MII.Y OEMPI.O'fEA I I T 

RESrOENT CfPOSITOR .., ... "" f'OUOtCOIUO 
, 0_ ou.o OF NO 
my PIN COO~ RESiOENTI ... 1. PHONe: !lESlcalT oeo '"'''''' I I I I I I I I I II I [I [l I [I II I I I I I I I I 0""£ I I 
fUME OF I'iMFIt.!)VERIBU$INIiSS . INCOME It.oONTHI.Y) Ofi.IER INCO .... E 

.. ,' --
- :.:-.... :::.-. ..:. "'" .. 

I I I I I I I I ITrnrTTTTrrLI I II It I L '" '" 
AOOftESS OF EMF'l..OVEfi 

""EEr 
CICO.JPAnON MOffll1I.YEXPeiIJlTURC 

I I I I I I I I I [I I [I fl I II I I I I I I I I I I 
a SeAVlCE 

'" a SEW' ~MPLoYEO 

. ".' :': .. -

ar< I'IN CODE - OFI'ICE PI-IOHE DESIGNATION \OEPARTMEJtT mOHOF 

I I I I 1·1 I I I I I ~ I I I I I I I I IJLILll~J L 
Pl<ESEHTsaNICE 

..... '" 
AELAnONSHIPrO BOlIAOWEA I 

FINANCIAL STATEMENT 
ASS.,.. lIASILITIES 

PLEA.U; /I'CelTE BELOW AU, lOolJoLS PPOPOSaJ/T AKEH FROM 
EMPUlVER I'I'ICIViOENTAJHOETC.ANOAU.01'JocE.RI.IABIUTlES 

,ARn=- 8OOAOW1<R CO .. ,,,,.,.,,.. '''''''''"'''' """,,.,.,.. 

_ .. SAVINGS IN BAHK .. 
-.. IMIM:N"SU: PRCParrY 

CURRENT e"'Ll~ IN , 
1'JlQvl0E1'fT F\)HO 

.:;. '~·!l;stu.P.EI 1 .. . - . . _ ... 
0l}0(1OR As.sm (Sl"EC:FYJ 

'- P\..EA5E IHOIC\JE 

.. 
'" ~~A.H00 • 'NO""""" 

UFI'!" IN5I.JR.UiCt: POlICY {I'I -""EM" ..... Y"'BlE PER MOHn-t 
MATURITY DAn< (/PlQ,lJOINQ IHlEflE5ll 

AHPI'I»J. PIlEMIUM 11111 on<EIlcoPlom~ 

BANK DETAILS 
NAME OF "'CCOUHT HO!.OEIl ClJA~!:;:I'fTOR """"EOF eoloJojl( ~OfBAl1'" """,""' 

~VIPIG.S ""e. HUIoIB.ER .. 
• 
1 

OTHER DETAILS OF THE PROPERTY 
".n.< HAAlE Of OTHIOR CMtERS MEMSER OF co- MEMElfMOF Assoo ... nQH 

OPEAATIVE SOCIETY Of' AP,oJI'I'MENT OWPIERS 

Osa.eO'M(~ a ",m ... a EJ(I.:mPlQ 

0""",,"," a PROPO:sEO 0 """",,0 

/'CAME "''''0 ... QORESS OF SOCIETYIASoSOQ" .... TIOfj 01'" IF ThE ~ET'r Oil .v.o HA$ "A"na.Jl.J'RSOF NO O"MEIo'e~IH 
AP ... AtMEHT ovnu,J'!S SORROWEO OR ~ TO FlEGISTRJLTlOHOF ~El'tt...ssoaAnO~ 

eoFl~ FROM JJ4Y $OUI'ICE .soceETYlnsoo ... 1lOfoI 

• Pl.E,.I.S£INOICArEn<E~ ,ANO ... MOl/NT 

~ 

• , 
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.OF'-"'O ".,ce ' . ,NO. OF 
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(II) FOR PURCH , 
BUtLT..uP AREA. 

:~,~ 
row.", 
~ 
,,,,,,nON AREA OF FlAt' ESnMATEO V,li.UE 

I", i~.M. 
I ~~. AMOUHT fAIO so. '" L IHM lne compl811on C8l1l11call) from I . '"n '''".,'' ''''No. If , ....... I , ~d d." " =""." 

In" "OR' ~, AGe OF 

I~O 
1",,- ",. M 

I~ 

r Inlencleod for sell, , , 
l~-Ih. applicant r"J or 1M :112(11.13,,01 , 

.,.:;eommoctatlon1 

'~~~~~:~;~;n. ", ,m,.", 'm,"', 0'" .,,' d.'.' !S 1M OI'llQllny ctsar1 
~iil; able to OOlatn a !lUI lTIort04Qe 01 the progeny? 
I ot Indla1 

.oplled 10 HOFC fora 103111 

Who!, , , prowlde1 

REFERENCES (Name 2nd addre\lsof 1Wi) Rell!f'eft) 

UNQERTAKING & DECLARATION 

'undertake Itl~1 1M following shall tNI payacle Oy me 10 HOFC:-

, 
. 

'" '" exro=N 

YESfNO 
the aopl:ant 

YESfr-lO (II YI!IS, ~lvlI delall.) 
YESINO 
YES/NO 
YeSINO 
YES/NO 
YESINO (II yes. give d~1I1S1 

'HOFC requlrH you 10 list two reler~. HOFC will 
mllke sucn .,rlqulrlu as It doems n~ lrom 11'111 
telelMS directly. The referltM may be YOllr em· 
ployer, lamlry doctor or ~ncUor. ~k~r, alldllor, 
le~er or any prominent cruz~n wllO nu known you 
for a p~rrod of five yea~ or more Cllt f~ NOT r~rared 
lOYall. 

a, Tcd1t'1lC31 &t'Id fOOlf t&elI u per scale ollee'l In force alltle relevant lime. 

b) Premillm for Inellrance of the property agaIn:!! SlIch risk:! as may be dKlded by HOFC. 

c) premillm under GrOIlP lolle Inlurance Scheme,lf appllcaole. 

I declare Inat 31111'1e "artlClltar:! and Informallon gr ... "n In Itlts a"plleallon form are Irlle, CQrrect 3t'IG comolete and (l'Iallney 
stlalliorm Il'Ie cast. ollny loan 11\& Corporation rna,. decide to granl 10 me. I conllrm Inillil have tlBd no Insolvency proceed. 
It'lgs ,1Qafn:!1 me nor nave I "ver been ~lu11e:arod In:soJv~nl. IllIrtl'llir conl/rm Itlal I tlillve read Ihe Brocnurll and und&1stand 
Ihal It'le Pro:e:s:slng F&tt:s are non"(lIlundaOle. I at,lree Ihal Ii'll! Corporation may lake tlO such ref~~ncas u 11 con~lder:s 
n~ In re~oect Qf Ihle aoolle:aIIQn. The CotporaUQn may m.ke sucn ~nqulrr," In r"oeel 01 my OIppllcarlOtl U It may 
dltflmn!!'CftSMry. 

80rrowo('s Slgnatllre Co-lXlrrower'~ SIQnalure 

Dated the 

,----- - .. __ . --_ . . ~----------~ 
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,an5DLHnHSIn~ FInanCH e UlHsm~ co.uo. 

INDIVIDUAL lOAN 
lXPPLlCATION FORM 

FOR CFFICE USE ONLY 

PROCESSING FEE J;lS. 
AMOUNT SANcnONED RS. 

INSTRUCTIONS (PLEASE REAOCAREFUl1.Y1 

1. • Pms. read thc eROCHURE aul/uU.,. 

2. 1'1e&$O wr,IC or type In Sl.OCK lETTERS. In .. n 
one lenet ,,\ cKh bloc:k c g. 

OATE 
DATE 

Registered Office: 
115·Ansa:1 Shavano 
16-Kasturba Gandhi Marg, 
New Oellli~110 001. 

SIGNArURE 

INCOMP!..ETE APPUCAnONS.:.RE LlABt.E TO BE REJECTl:O 

3. Fill,nelYrhete aoohablccq. 

Manul StilUS fill SinQ'-
o Mamed 
o ather "--___________ ~ indlClllln'J $I~1e st.CU& 

•• All cMunh must b" (died in. If not aoo!l<::ablc gle.s. wtll. 

., 5. "'HFl"'.~ Iheri<:httorerectllrtyIlC'OIw:.3C10na';JnY5tsQe , 

. -i-----I-:===:::==::::::::::==::::.--:::::-:-::.-::=-==-~=·"'=-'="''''=·''''='"·::=~~==----:===-I 

HIA. 

I -
SUPPORTING DOCUMENTS TO BE SUBMtTTr:O BY THE APPUCANT AND CO-APPUCANT WITH "THIS APPUCATION 

I 
I 
I 
1 

1-

o -
APPUCABU: TO ALL APPUCANTS: 

!. If the aoohant OfOOOWS 10 oOunn or "-S alreedy 
oOllIlC\ed hNno.1 I5UlllaN:. fM itCqUlllll10rl 01 . - resldenua' ac:commod:luon from.nv othet ()ersom. 
theIr ".mcs and adck"'M' _Ih amounll , ... 
Rpaymcnl IClm •• 

2. Allotment leaat ,nd Bye-Laws 01 U'I. CO-oQ«.I ..... 
IKIQc'Y/a:uocsa!)on of .oanmenl ownera. 

3. COgy .1 :toorovltCS CSrawlnQS ,I prooosed 
eonslrueuon/gUCchaSlll/ e~ltT'ISIOn/rltr'lOY'''on 

" AQ,"mcnl 101' sale/denalled ,COlt numa~ from 
Azc;nIl.al'EnQ,n .. r for the orQOOSoltd ~lhl'lQ' untt. 

. 

AFFIX RECeNT AFFIX RECENT 
PHOTOGRAPH OF APf'UCANT PHOTOGRAPH OF CO·.APf'UCANT 
'MTH SIGNATURE 'MTH SIGNATURE 

¥ 

PHONES:J~3OO1.J~JZI0.32J261 GRAMS. HUMANWEl 

APPUCABU; TO EMPLOYED APPUCANTS ONLY: 

1. Venliezluon of Emolaymem 101m 
2. loIl"1 A'ary ,1'Il/glery c:lttufoc.clll. 

APPUCA8LE TO SELF·EMPLOYED APPUCANTS ONLY: 

1. 341a1'll:4 Sheets ;jnd Prohl &.l.OS$A4xounl:l 'Io~ .... IIR 
COOOoH of indIVldUcllIlnc:~·UllI;telurns lOt' tno!II LUt lJ'Irltlt 
yea., o!fuhccl by. Ch4n:eced Ao:ounUlnt. 

2. A no~ QR the nature o. bUSlnllss form 01 OfQ''''$OIUOIl. 
d .. n~. , ... w" .... s. &!.C. 

lOAN AMOUNT ~ Rs 
RECtJ€Sn;:O. • 

-
(Fat olfiee use only) 

. 
-

TELEX. 31-4756 NSL IN 



, " 

PERSONAL INFORMATION OF APPLICANT 
NUNAME MfVMRS/MISS sex STATUS , __ 0 

f...., ... O flu.oenlO tIorI'~""O 

SURfIlAME ""ME MIODLE NAME 
A", ___ 

NUMafl\ OF AI1fl. StfAAES · . '. O .... rE 01< BIRT .... ---
0.,. ..... m Y.,.' 1.I0"'0<1.Y EXI"£j.lOmJR£ 

PRESENT RESIDENTIAr.. AODRESS twmt C(}AWUCANT II<.A.Nl1 

RETlReMelt' AGE __ "'-
OWtoUFICA110NS ___ 

,._ .. PHONE OCC\JPATION 

NAME & ADDRESS OF EMP1..0YEA/9USlNESS 
:0. ........ 0 :o..i:tno~c 

MAAll'Al. STATUS $r>qI.O 
l"'ENnOIt eUIUlING. STREET. CITY AI\ID PINeO A'" ,,~ 

MI,,'edQ "'_a 
OESIGru.notl 

1IIJM8(R OF OEf'EH().f.HTS 

.. -: ~'. - -'. ..:--.:-.... : ...... :.: 
a.ldr.,,_ Qthltr!l_ 

NO 01' YQ.RS IN PRESENT IS9oc<fyl 
JOllf8USWESS 

PHONE PJ'eSENT.o.cCOM""OOA11ON ,.... 
EXT, 0-0 n.",,.dC 

_-'Ii .. , .... 
F ..... IYC £:.>,1 ......... 0 

-
\,OM IoMOU,,", REOU(.STto I TERM REOUESTEO IIINCOMt; MOHTIC.YI I ~=~COME IF REJoITEo. MOHf1.!I.'1 REHf 

liS. Y!./IIfIS ns. flS 
R, 

o 
PAST OCCUPATIONAL HISTORY (FOR 10 YEARS) ATTACH SEPARATE SHEET IF NECESS,,"Y 

NAME OF EMPlOYEI'C/SUSINE$S POSmON HELD/REASONS FOR OiAHGElLAST S~IARY ORAWH PERIOO 

",/ 
" 

" , .. 
! 
I 

-ifl" 
<:/" 0 

- I , __ 

\ 
I 

.. -- - -- -- --- -- -

PURPOSe OF ESTIMATEO REQUIREMI?:NT OF FUNDS ESTIMATED AVAILABIUN OF FUNDS 
THe LOAN .. , TOTAlI'\.II~ I"fI1C( tCOSTV , lQ.I.H REOJESt'EO f'R(jM AHFt. 

CO~NCCST IlL 
C"",""""",," 0 a SAv...cs mOM!LO.NIC .. 

:2: 1tIOO£HT,t.!. eaST .. o 

LOAN DETAILS 

""CN"" 0 
7 ........ 0IJ1(f AUlE.AOY sPENT "-

"""""'" 0 , CONTlHGEHCt C'" oI1.~t IlL , ..... 
" 

8 ~ (fIERlH0.A.8I.£1'HOH REFUNOA8l.£t ... 
t Of11ER tsPEom "-

.. !sn ....... n:o flEOOREMEllf OF '0 fsnMATEO AV.-.LAJIIUTTOt' 
JUHOStSUMOFI TO 31 TOTAl~ FUNDS ISUM O~ 5 TO 91 toTAl-II .. 

NOlli: l$TINtATEO IIEQUIRE""e:Nl''OI' rutfo!S IIILOQt .. :SHOULD ATt£A:ST l:auAl. e:5fU ...... n:O ,-v'UlAetsN OF FI,I",Oll /etoCl( 1111 

DETAILS OF PROPERTY TO BE ACQUIRED 

IS THE DWEWNG UflCrT UNDPIREO TEAM OF 
1'r0000_a '_0 I.£AS< 

AOORElS 01' 1'ROI'EATY 
u-ec-It1ICI ...... O -'--y,~ 

{IooIEHnON CWEW!iQ lJNIT No..$TA£(f. CrTY .f,HQ !"'IHCOOfl Ni:AMIac_O TYPE ..... _0 
"THE W<O _0 ..... _0 

lA."-O 
_~o 

~·o 

MONnl O::COMPl£TIOr-r "",",,0 ..... y- 'EX?'CHS~S P M. ON 
PROP€Jtt'i 

" 

l --'----
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PERSONAL INFORMATION OF CO-APPLICANT 
FUlL NAME MR/MRS/MISS "" STAJUS 

MaI.C F" ........ Q ...... rna Non'~e .. :: 

SURNAME NAME MIDOLE NAME 
AGE __ 

NUMseR OF AHFL SHAAE 

o ... reOI"SIRfH 

PRESENI RESIDENTIAL ADDRESS 
~ .. .... ," ,.~ MONTJ.n.V I/o/COME 

(WIlli Co.APPI.JCANT,lF ANY' .. 
ItEl1RE~HT AGE --
aUAUFlCAnoHS O~EA INCOME (SOURCEI 

"-

PHONE OCCUPATION 
,"-0 s..lt£~c, 

NAME ANO AQDRESS OF EMPLOYER/SU$INESS MAAITA1,.STA.ruS """0 .en IMUITlOli 8UIUII~G. smE~, CItY _0 ","COOEI 
~t""Cl _a 

OESlGKI'-T1OH 
HUMBER OF OEPEllOANTS 

Cnoldren _ 0I1'oen - NO OF YV,1lS Iii ~ESEHT 
ISoe.:Ifyl .JOIU8USIHESS _ 

PHONE PREsENT ACCOMM/JOAf\OH ---""'" '. EXT. o-.a R.n_O 

o ' ..... ".0 ""---0 

RELAnONSHIPWITHAPPUCANl ~ IIEHTEo. .IoIOIffl.tLY lIafr ... 
FINANCIAL STATEMENT 

ASSETS UASIUnES 

I'UASE INOICAT!! BELOW "'- LOANS PflOPQSEDIT.u:EH FROM 
EMPLOYEE PROIJIDEHT fUND (TCJAAD .lU,. 0111E1'1 !,JA81JT1£$ .AHD 
IHSTAI.M£/fTISI "AYA&.! fOR MON1l-' IHQ.1JOIMG iHTIR1:ST AGAlrtST 

PAIlTICULAftS AP?UCMT CQ,Af'PWCAtlT EAO< UJ»O. APPUC&HT CQ..APPUCANT ... ... R •• ... 
SAWtGS IN £AliK 

NM(lV,o,aU;; f"l'lOI'iRTY 

'''''''''' I. EMPt.OYfR 

CtmIEHrSAIAHCE If'I • P'fIQInOQfTFUHO --PflQVU)EHT FUND -,--_.-- ----------,.- -'--' , CREDIT $CXISY - .. 
, ~SSKAJU:I - .... -

'. 'AM!,., ~ fftoEHIl:S 
. 

On!ERASS£T$~ .. • OlliERSI~1 , .. 1't.£AS~ !l'(CICATE 
~ ------ " CURIIENT QUTSTAI"OII\lG , 
u~, IHSI.IItAHc:£ POUCYtIESV 

..........,. 
o fOST,I.I.(,I.M(IUNI1 C.l INSTALMENTS "..t.yAeU 

P'tAMO,o,lfl.t ! 
MAl1Jl'CIlYOAlt'I~ ~HOJJD\I'Hl VoIn;Rtsn 

AANUAl f'R~lUM (oN) OrlfER CO#IOITlOHS 

BANK DETAILS 
flAME OF ACCOUNT tlOLDER CUAAENTOA NAME OF QANl( ADORESS os: SANK ACCOUtr. NUM8ER I 

I SA'ItNG lVe ; 
! 

~ , 
, 

I 

. OTHER DETAILS OF THE PROPERTY TO BE ACQUIRED 
,,."" H.AME OFOlliEAOWNERS M(M8fR 0' M(M8£1'1 OF ASSOOATlOto' 

I co.OPtRAtlVE Ot'AP.AJm.lEHT OWNeRS 
" ..... 0.- OE~ a ........ 
Oeo-o.-

a. __ a_ 
~e ANOAOORESS OF SOCIETY/ASSOCIATION 

Iff!'olg.,;,,:.tVOIMCh •• __ OI 
P)lATlCULAAS OF NO. OF MEMBERS IN I 

F APARTMENT OWNERS VAOI ",_C<l~".",.. • ..,.SOI>tC>t RlEmSTRArlOH OF SOCIl:TY /ASSOCtA,TION ; 
?WI" InCl_I. I'" ..... 'Q ."" Socu;TY / ASSOClATiO/'l I .~ , 

•• , 

http:NAMEOF-ACOUNTHOL.OR
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COMPl.....9l; ITEM lA.1, 181 OA leI WHICHEVER IS APPUCABLE IN 'fOUR CASE. 

IAl COMPl.ETE FOR CQNSTRUCnON lSI CUMPI£rE FOR PURCtiASE Ie) COMPLETe FOR EXTENSION 

PURCHASE PRICE OF lAND [INCLUDING PURCHASE WHeN 
AGE OF STRUCnJRe 

BUILDING IS UNDER CONSTRUCTIONI ----
""-

PURCHASE PRICE Or OWELUNG UNIT ORIGINAL COST: 

AREA OF LAND SQ.M "'. OF LAND R,. 
BUILT-UP AFlI:A SQ.M. COI\lSTl'lUCTlON COST 

eSTIMATED COST CF CONSTRUCTION IS mE OWEUJNG UNIT 800KE01 Rs 

"'- YES/NO UF YES AMOONT PAIDI COST OF EXTENSION 

• "' . "'-
PROPOSED BUILT-UP AREA PRESENT OWNER BUILT·UP AREA OF E.XtENSION 

sa. M. . SQ." 
NO. OF OWElUNG UNITS IF lHE DWEWNG UNIT ¥.AS NOT BEEN PARTlCUlARS OF EXTENSION 

SOaKED INDICATED INTENOED: 

HAS SANC:-:ON FOR LDCAnON 
CONSTRUCTION FROM n-II' AREA OF DWEWNG UNIT 
COMPETENT AUTHORITY - SQ.M 
SEEK OBTAINEDI YES/NO 

ESnMATEO VAlue Rs INTEND'ED use OF ~NSION 
IIF 'YES GIVE DETAIlS} HAS TIle COMPlETION CERTlFICATE 

FROM THe COMPETENT AUllmRrTY 
SEEN OBTAINED? YES/NO 

HAS THE SANC'iIQN FROM COM~Ni 

(IF YES. GIVE PARnCULARS ANO OAfE OF AUTHORITY aEEN OBTAINEOI YES/NO 

SANcnON) 

GENERAL 

ls !h, 1'I0lI.' or flu Inllor-.:Md tOt' self o:::c:u~"on .mml!ld"'IIIy uo<x\ comollllIQn1 

Doors thll ~OOIOCI"IIIIJ or the S9Qus. of the IIPQheandsJ or ~nym.not C:h.1d of the loohC:lInlfsJ O'M'I an.,. 

yes 
a 

NO 
a 

r~Qnfql aecamfl'lodaUonl 0 0 I.' V9 Q ..... dl!t.;ubt 
In CiON gf pu,.;n._. h"-'Ill gfCOOlrtY Ulan; ~ p...:l UIlUl d'I~l 0 0 

Is!heleQ.IIIIl#'oUW~ycl .. rl _______ , ____ 0 __ . __ .• 0 _______ ._ •• 

v.1IIAHFl,be.ble I()C)b ... ",.IiO-SllT'QrtqE..,., of lila proPl"nyl ~...::::__ _ ___ M ____ • 0._._._ 0 • __ ... ~ __ ..... 

Is/Ar. the IOQhands). clI~1tn(1I1 oIlnoo.l 
a. ........ _ til. ;tgg' ..... nq.ll 0' S\jOtI:ta of tho oI~nt(11 .. ,1_ .1>9"od IQ NU'L foe • 'Qanl 

Wlat other MClII'UY ..... 'll'OU be .bllJ !O QfO'Vldel 

a 
a 

a 
a {""''''Q'''''d<ltilubl 

o , 

a. .... I-t._ \he ~"c.nt(.I1 Q._n Q"",<*nlot<:(ll'ot' .ny barr_ •• re., 01 AHFL o· a (,' )'00:1 .. "'. delaolsl 

~====~------------------------------~O REFERENCES (NAMEANO AOORESSOFlWO AEFE<lEES/GUAAANTORS) 

! I. 

,. ....... 
""-:==== .. .-. 

DECLARATION 

AtH'1. I.Q ...... 70:111 U. II., 'wo 
..,..... AHH, ... ,11 m.& ..... :n 
_un.s .. " ","ms n~ "om 
In. I.f., ... 0. • ..:11., n.. •• ,,, ... 
...... b4' ....... ....-,..... f_., .:b:loJ Of 

IQICftOf _ _... audllOf Oft w-=r-

_" ... ~fW""a"'" ...... '" 
.",.. ...... 01_ • .,... .. .- .... _ "" ,... 

1 dotc:L1r.:hoI1 III th,. Plnlcul.I~ .;u.d Info"n~uon o' .... n In Ihill 'Q1:Ih:aUof'lla,ITl ... tru4. COrt~ lind comQIu. Ind UUlt trocy snaillarn'l 11\. 
bu •• oll,.., 100nAHfL maydeQda 10 .... nllO m •• 1 o:l<lfirm tl1.oIt I ha_ t..d no'nSQI .... ncy prQCottd.nqs .... "'sl m • .- " ..... 1 .... n bo ...... 
Iqud~led .nlOtYotnl. IlurUlet (;Onh,m tbtl I ha .... Iud the brOd·ltJ,. ~~ undel1l00d Ihl CO<'IIIInIS. I .. ISO undclStllnd \11..a1 cn. I)tOOlSSIl\Q 
I," 01" nort-t.luf"d,ItlI._ Ilqfel th~1 AHFL (II.y alka YO S\len IIlerlr'C1I'S IS .t consod ... nece:u~ry 'n I"IISDeClof Ih,. ~tQllQt\. AJ-IFL 
mlF'/' m'lk. Such 1I1CIUllIU In ,esoect: 01 my aooilcaloon ... It rnay doee'" naea ..... .,._ I Uf\dO:Irlllq 10 inrOt'''' AHFL r~.IIfIJ'l\9 ~ny cn.a1'lQl on my 
oa:uoallQnllmOJoy""nt. 
IlutUlet 'Of" I!'I.It my IGan shall hi QlWlltNtd!Jv Ii'll rules'" AHFL wtlo<h may b<I In fOtC' f~ Ihe limit b1,no. 

Aoolocllnl S S><;1 .... IUf. 

0.11'1. 
Co-.~hcanl s ~t\.IIIUI' 
0.1111; 

http:13r.It.ec
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n;e;;;;:ME OF THE COMPAlt"i lS CHANGED TO 
OE!NAH HOUSING OEViLOPMENT ANAf,!Ce UM,cep 
(OHDfl) EFfECTnIE FROM 26TH SEFTSMaEfl 1964. 

-tR 
DeWAN (/jJ 
Housing Finance & Leasing Company Limited 
REGO. OFF.: WARDEN HOUSE. 2nd FLOOR. SIR P. M. ROAD. FORT. BOMBAY - 400 023. Phone' 259644/ 
299529/311985 Telex: 011-6897. 011-5911 ADMINISTRATiVE OFF: OEWAN TOWER. VASAl ROAD (W). 
400 202 OIST. : THANE. Phones: 444. 644, 666. 

INDIVIDUAL RESIDENTJAL LOAN 
APPLICATION FORM 

FOR OFACE~SEONl.Y 

PROCESsING FEES AS 
AMOUNTSANc;nONEO RS. 

GENERAL 

QHfL iiAS NO AGENTS.ANO OEAlS Q1AECTL.YWITH 
APPUCANTS 

OATE 
OATE 

t. tn8 nOlJ ... «tlatlnl'~ far s.ell OCCIICl-&rton Immildllfelyllpon c:cmoillhan 1 
00..t0I. m. IpphdlnUs' (lr UI. ~~ 01 tn.. lPOli.canUsl Qr anv m,l1<lr clItld at thlt IPjl]iOlnt(d own In'( 
rHldena.1 fIOa){TImodatlOft 1 

InQHolpun:n.ue.h_ .. llproQetty~.~npa.d"'p(Odu.1 •• ________ •• 

IIth.I~Itru.1O.m.~dMtl ~._ -.- .---- ----------­
Will OHFt.~ abta to OOU,n 1I1ira1 rnotto~.of'lM Pf"OC*1V 1 
'.sIlvaltl ... pplleltlll.J. cm:-lIIJot Ind,. 1 
H ... /H~.lhe .lpphallf!l' orsPOU$oSof m •• PI)ltant{.I •• th.t .lpglHICIloOHFUor .Io.n 1 

Whlrorhl' MCl.mtvWlII'(Ou ~ abl_ta 0f0V\d_ 1 

Hum.lt. u...pghc.alflll) 0;""'" ~Uat.I'IZM{~) tor any bOfrowl<1.) of DHFl.l 

138;:; 

INITIALS 
MEETING tlO. 

SIG. 

yes NO 
a a 

a CI,I Ve"$ q!vd deLl,ls) 

a Q .'-- -----
G G 
Q Q 

Q Q 

<J C MYO:S~lWdrlLI,I'l 

Q a rrfyec~""" doroI,llI) 

SUPPORTING DOCUMENTS TO BE SUBMITTED BYTIiE p.ppuCANr ANO CO-A?PUCANTWITHTHIS A?f'UCATION 

APPLICABLe TO ALL APPl.ICANTS: APPl.ICASLE TO EMPLOYED APPLICANTS ONLY: 

I. If the ~OP"canr ptOOQMS to oOtall1 ('nancral aUlsfance fot I. Venfrcatlon of EmplO'l'ment Form WIth only items 1. 6 7, 
aCQUIs.tlOn of t~erllul acc:ommodauon from any other ~na 8 fdled rn. 

pen.cns. me" names "nd addr~ .... nh amounts and ,. larest salary sllp/salary cen.hclIe shOWTI'\9 aU deduc· 

r~a~r terms. t.ons_ ,. Alk:llf11,@flt Ifluer ,,'" Bye-laws of 'he co-aoeraflve ApPLICABLE TO SELF· EMPLOyED APPLICANTS ONLY: 

SOOery/aUOClatlOO 01 apantrlent owners. I. Balance Sheets and Profit (;1 lou Accounts iJ10ng With ,. Coay of aooroved dr3Wl"9S of proQO$OO eonSllue· eoo'es of mdlV>dual ,,..::ome·tax returns for the last tl'1rl!1! 

flon /purch!S8/I .. r.rnuon/rlllnoV~Uon_ years cenrf'iIId by a Cl1al1tred AccountOlI'1t. 

4. Agreemenl fo' $are/deta,led con eSllmlue from 2. A nOle on Ihe nalure 01 bU$lnes:s. larm 01 organ''tllflon. 

Architect/EngIneer lOt the prooosed d .... eI~ng ufllt. ehelus. SUDohen. etc. 

lOAN AMOUNT 
REQUESTED RS. 

FORM IS$tJEDTO 
~ 

AFFIX ReCENT .AJ=FIXRECENT fORMISStJEOON I PHOTOGRAPH OF APPUCANT PHOTOGRAPH OF CO.APPUCANT 
WJlli SIGNATURE WITHSIGNATIJRE 

roRM VALID UPTO 

FORM Issueo BY 

"' oo'cNH SAT! CN or mE PElPLE, 'BY THE P(OPU:. rOR. Tl-iE PE<PL£ 

http:drawi.gs
http:tsast.en


. ". . .' 

'. 

1 
1 .- . 

, 
I 
\ 

• 1 

~ -~-~-.. --- .----. ----_ .. ' - _ .. 

PERSONAL JNFORMA nON OFAPPUCANT ATTACHSEPAflATESHEETIFNECESSARY , 
HJLLNAME MRfMRS/MISS SEX STATUS M.,,,O Fom>;oI"C Reso::I"n.O Mlnfl=dcrnQ 

SURNAME -, MlDOlEru.ME 
AG< __ OEPOsrrs ..... rIli 0"' .... 
O.e.,-eOFBIR'TH "">0 mo 

NRCDel NONE 0 

PRESENT RESIOENTIALAODRESS au" M~m ~., NUMBEROI' OIotFI. SH.AAES 

IMENTION BUilDING FlAT NO_ STREET. CITY MO PINCOOE. ----. ftEl1AEMENTAGE __ FOUONO ~I.OIfO/NRCOI 

QUAUflCA,nONS ___ 

"""'" 
MONnILY~OfI1JRE 

PHONE {WlTH CO·APf'UCANT.IF ANT. 

NAME &AQORe;SS OF EMf'LOYERfsusrNES$ 'S 

IMENTION BUlLOING. STREET CITY ANOPINCOOE. MARITAt.STAT1JS S'''9I"O INSTAI,MENTYOU.;ANt>AT 
TOO"FI. 

1o.hlmedO 
_0 

~CQ.APPuCAHT .FAM'l 

NUMBER OF OEJ>ENOANTS 'S 

c;h,idren_ OIh"I'li_ OCOJPATIOH . 
""'"' PflESE<NT ACCQMMOOATlQN 

S_O S..rIE ... g' ..... otdO 

EXT ___ 0-0 R .... edC ."" . F,mllyO ~"rQ oeSiGNAMN 
rFRENT(O MONTHLY RENT 

1.0ANAMOUNT fI~QUEST£D I T(R .... AEO\JEsn:!~Me IMON'nlI.YI I fnJEfllNCOME !IS. NO OI'~IMPRescHT ISexi.-..e1 
RS '(EARS flS RS JOit/8tJSIfIESS 

""" NAME OF EMPLOYE!1JBUSINESS POsmON HELOIA(ASON$ FOA CHANGE/tASTSALAAY OAAWN PERroo 

'" 'l,v.-.J' ., c 
-~~ 

,cY 
,,'~ 

cF 

DETAILS OF LOAN 
PURPOSIiOF ESTIMA TEO REQUIREME~fT OF FUNDS EST!MATEO AVAILABIUTY OF FUNDS 
THE LOAN 

I TOTAL f'\JACHAS£ P1'IICE ICOSTII S to<m REQUESTEO F~OMOHFl '" CQNSllUJCTION COST AS. 

CONSTRucnOH 0 15 SAVINGS FROM &<IN'' "' 
2 INOtJ€NfAL COST 

_____ AS - --- -.. ~--- --- ._------ --- --. 
FtJRQfASE -.: 0 -- - . . - .. - -- -- 1 OISPOSAt.OFINVESlMENTS '" 
EXTENSION 0 3 CONflNC;t;NcY "" II .lM~UNr .&I)IE.A.OVSPENT ... 

""-~ I 

9 PFfIlEFUN0A8t.£1NONflEFtJNOAeLEJ I\S. 

10 OTl1ER 1sP1:0fTl "'. 
" £SnMAoTEDflEQurREIoIENrOFFlJfoIOS I: EST'MArEO,,"VAlI.A8fUlYOf FUN05 

,SUM OF 1 TO.:31 TOT.A.I,. RS. ISU.IA nl ~ 10 I(l) TOnt. os 

NOn: • eSTlMotl.110 RfOUIREMENrOF FUNOS 1&.00; ~I SHOULD A11.£'STEQU"'1. ~S1'IMAtED ...... AlLASIUn' 01" Rmas 181.OCK 111 

PERSONAL INFORMATION OFCO APPUCANT -
FUU,NAME MAfMAS/MISS ,ex srArus 

, M.,.O ....... 0 _0 -"on~.O 

SUIlNAME ...... , MOOI.EW ..... II; AO' __ 
oeroSTSWIlliPM'" 

OATEOFeURnt 
"",0 .00 
NReDq NONEO 

PRESENT RESrOEN'TlALAODRESS 
0.,. M<lno:n Yu< NUM8€AOF C/t<'l SHAAES 

IMemONiluILOING.AATNO.SnlEET,OTYAHOP'lHC(lOEI ---
RETIREMENT AGE -- FOUONO{HlOJI'OfNRCOI 

OUAUflCAnoNS ..... ," 
""'., 1-tOHn«. Y INCOME 

NAME &. AOORESS OF EMPLOYER/8USINESS 
RS. 

[MEN nON aUILOING. SYRE£T.OTY -"NO PlNCOOEI • MARITAl STATUS SinQr. 0 OTliERINCOME !SOURCE. 

Mam..,j.Q _0 " 
NUM8E"R OF OEP€NOANTS OCCU ...... n;JN 

""",,,0 S41rfm~O O',kll .... _ -..- "',.,-
PHQNE PJlESENT ACCOMMOOAl1ON OES/Q(AllOH 

""--- 0-.0 fI"ulldO 
f ..... '",O _0 
U:RENTEO MQNTHlYRENT NO OFYEARSINPReSEN1 

AELAnON$HIPWlrnAPf'UCANT !IS. 
.JOB/BUSINESS --"""" 



., 
,. 1 

DETAILS OF PROP.ERTYTO BE ACQUIRED 

ISiHEOWELlING UNIT UNEXPIRED TERM OF 
PfQPO:SWC Fi~ttya LEASE 

ADORESS OF PROPffilY Ul\det CooslruaFOrl 0 
__ YC!lars 

(MENnON OWEWNGUNIT NOu STREET. orv ANO PlNCOOE) NOlselKf~ a TYpe Bu"g~lowa 

IS THSLANO F._of4 a A.owH""~ .. C! 
Leu~lIald a IID.nrMnlQ FI~ta 

MONTH OF COMPLETION 0'''.".,.0 
EXPENSES P M. ON 

Monen Yea. PROPERTY 

"" :- . 
STAruS "AM"S' OF OTHER OWN.RIS'I N,m".1 01 own""", .,",on MEM8E:ROF MEMe.ER OF ASSOCIATION 

In Ihe oevelopetS otganu:allot'l CO·OpeRATIVe SOCIETY OFAPARTMENTQWNERS 
OSoleOwner OE.'~"r1q O&:'1'M'1 
DCo-Owner OPro~ C]PrO()OUG 

·1 NAME AND AOOReSS OF SOCIETY I ASSOCIATION Illne Soc:oelY or MC hu bc)"oweatl' PARTICULARS OF NO OF MEMBERS IN 
OF APARTMENT OWNERS (MOl s.'ItOl><>s ...... O belt ...... f.Qt<\ ~ny , ..... u R6GISTflAnON OF SOCTETV/ASSOCIATION 

plellS4 ,nd.el;ue .- -,~ .~ SOC1E1Y/ASSQCIATlON 
alT\(lunt 

~ :---. -
RS 

FINANCtALSTATEMENT 
ASSETS LIABILITIES 

....... E INOIcP.rE BELOW AU. LOA'" PfiOPOSEQITAXE.N FROM 
EMPl.OVEE I'1IOIIIOE,..T FUNO ETC. »10 AU. OTl-lER l1A8luneS .l.NO 

. - '-. -.... I ... -.-

< tt::O 

INS1AlMENT(SI PAY,A8lE PER MONnt INO,UOlNG INTEREST >lGAlNST 

APPLICANT CO'APPlICANT 
EAOIlO,lN 

APPLICANT CO APPLICANT PARTICULP.RS 
R5. RS. • s. RS • 

SAVINGS1NSANIt I. EMP1..CTt:R 

IMMOVAalEPf1(lPl;RT"o' :z. PHOVID£,NTFUNO 
fSP1:C1FYJ 

l. OtEorr $OOE1Y 
CURflENT BAlANCE IN 
PROVIOENT FUND ... FAMllY&FRIENOS 

W'PUCANrs SHAREI So QTl-IERSISoecIflil 
OTHERASSEi'S ISPEOFYI eo PleASE:INDrCAtC , 

IoJ CUR~OUTS'TANONG 
l BAW<C< 

LIFE INSURANCe I'OUcYliESl1 lui INSTAlNIENTS ,PAYA8LE 
POSTAllAMOVNn 

PS:RMOKnt 
MAruRITYOAl"EISI ~Na.UO:NG lNTEResn 

ANNUAl.MtEMIUM ',uIOll-lERCONOIOON$ - -
DETAILS OF BANK 

NAME OF ACCOUNT HOLDER CURRENT OR NAM€OF9ANIC AOQRESSOF8A'NK ACCOUNT NUMBER , SAIJINGSAIC 

Z .-
J 

FOR OFFICE USE ONLY 

------.--------=~~--
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i 
'1 

·1 

\ 
I 
1 
I 

COMPL.ETE ITEM IAI.IBIOR ICI WHICHEVER ISAPPLICABtE IN YOUR CASe 

{AI COMPLETE FOR CONSTRUCTION IBI COMPLETE FOR PURCHASE Ie) COMPt.£l"EfOR EXTENS!ON 

PUACHASE PRICE OF LAND IINCtUOINGPURCHASEWtlEN 
AGEOFSTIlUCTURE 

SUiLOINCi IS UNDER CONS11=IUcnONI --
'" PURCHASE PRICE OF DWELLING UNIT QRIGINAL. COST 

AReAOFJ.ANO SQ.M RS OHAND RS 

BUILT-UP AREA 'Q.. CONSTRUCTICN COST 

ESTIMATED COST OF CONSlRucnON IS THE DWELliNG UNIT SOCKED' RS 

RS YES/NO Ill' YES AMOUNT !'AlDI COST Of EXTENSION 

RS "-
PROPOSED BUll T.UP AREA PRESENT OWNER _ SUII.T·UP AREA OF EXTENSION 

SQ M SQ." ----

NO...oF aWELLlNG UNITS II: THE OWElLlNG UNIT HAS NOT SEEN PARnQJlARSQF EXTENSION 

BOOKEO INDICATE INTENDED 

HAS SANCTION FOR lOCArtON 
CONSTRUCllON FROM THE AREA OF OWELlING UNIT 
COMPETENT AUTHORITY sa.~ 

BEEN OBTAINED? YES,NO ESTIMATED VALUE FrS 

uI'YESGJ'JEOETAILS HAS THE COMPLETION camF/CATc INTENOEDUSE OF exTeNSION 
FROM THE COMPETENT AUTHORITY 
seeN OBTAINED' YESINO 
IIFYES GI"EPAAnClJLAAS.ANOOA.~OF HAS THe SANCTION FROMCOM?ETENT 
SANC'nONI AUTHORITY BEEN OBTAINED t YES/NO 

REFERENCES .NAME ANO.4QDRESS OF"lWO REFEREESI 

\. 

,. 

DECLARATION 

------\ 

P.>oIw: 
a~~------1 

'""'-

OI-lFl rftI" ....... you to J.SI "­
'or'''1MSo OHFL _II MUor WQ> 

tnQU'" ..... ''_.~ff''''' 
Il\e ,de'.., d/t'OCUy The ""_ 
......... C.,.,..,...--/lmlydOaQrOf" 

1OIoc:O'''''. 1»"'''' ~."..".. ' • .a­
wnonu kna-'l,..,.,'Ot 'OoI"><XIol 
~y •• no,_o..'''M'"",I"",IO -

I dec1are that all the oartlcul!l~ and ,n (ormatIOn 91Ve!1 In tfIlSacP!IC3l1an farm are (rue. correa and comp!ete and thai mey shOll/ 
[arm Ine baSIS 01 an\( loan OI-lFl may 4eoda 10 qr3nt 10 me. !confirm UliIt t hav", had no In:50~vency proceed,"g-s 
ag31t1st me "or hav~ , even been ad,udle3led tnSQ'vent. I (1,111l'1er confirm thaI I hay" read the brO{;hure and undO!f'S'lOOCllhe 
COnfet1l5. I also Under5land that the proces~;lng fe~ are tlon·rl!ilundable. I agree thaI OHFI. may lake up 5Ucn 
relerence$ aS11 comllder5 necessary In respect at thiS apjJ'u::lIlon. OHFI.. may make$Uch enqume, m re:soecl 01 my 
aOPllcallon as It may deem necesS<lry. I undertake 10 Inform OMF!. regarding any change In my Oa:up.atlont 
employrnen[. 
I turther agree that my loan shall be govemed bv Ihe n.ole~ol OHFl whim may M In lorc!! lilt thellme being. 

Applicant's Signalure 
Dale: 

INSTRUCTIONS IPlEASEAEAOCAREFUI.LYI 

T. Please read [he BROCHURE cafe/ully 

2. The appllcailon (arm 1$ prOVIded $0 [haC OHFI. can 
obtain 1!!leva,.,r der~ul5 for the eOr1SldaraluOr1 01 'Yo<Jr 
appllo:allOn. It -Cannof covel aU Cl/cumstances ilnd If 
[hefl~ ate any macte~whlch may h3lle a beanng: (In CIIe 
deCISion. these should be set out 1f1 a covering lener. 

J Plea~e wtlle or Iype In BLOCK lETTERS Insert one 
lener In eaCh block e,g. 

OtWAN 

Co·allphcant's S'gf'lalura 
Dale: 

INCOMPI.ETE APPUCAnONSARE UAOLE TO eEREJeCTE:O 

4. Fill,,, Z where appllC3cle e.g. 

M.lfltai Slatu.'!: 21 Sil'lgld 
o Matned 
a Other L __________ -'lnd,eatl"C}$.tflqle :ttatIJ$ 

S. All delalls musl be filled in. If no! applic.able "lease 
wtlleN/A. 

6. Apphea"l~ should ensure' ChaC Ihe ~ppI«:a[lon is 
Celmo/eet 1(1 e'fflrv resoed' and all Ihl! (I!Qulted 
delcumenls listed below afe submll'led wllh Ihis 
,appllCallon 

7. OHFL resetv!!s the right to .elect any applicallon at 
any s!agewlihaul aSSlgmng any reason. 

c 

http:SUILT.UP
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ttAXMICHAND BHAGAJI LIMITED 

LBL HAS NO AGENTS, AND DEALS QIAECTL Y WITH 
APPUCANTS 

LOAN APPLICATION FORM' 
(for Individual) 

Fann Issued to 

Fonn Issued on 

Form Valid uPIO 

Form ISsued by 

FOR OFFiCe USE ONLY 

fileNo 
Processing Fees 
Loan Applied for 

Loan Sandloned 
MeellngNo. 
No. of 1"~tarmE!nIS 

First Instalment due an 

As. ___ _ 

As. 

As. 

Dale 

Dale 
Date 

01041 

Registered OttIce: 
Ramon House. 
169 8ackbay Reclamation. 
Bomoay 400 020. 

Branch Office: 

EZlCM InSlalmertlof Rs _________ _ 

03.le ____ _ 

-;.-,-.. -- l:astlnSlalt'nenldu~on __ , ____ . . __ • _ ••• _ Date ____ _ 

Checked By Proee~edey 

DOCUMENTS TO BE SUBMITTED BY THE APPLICANT. CO, APPLICANT ANO GUARANTORS 
_WITH THIS APPLICATION 

. APPLICABLE TO ALL APPliCANTS: 

\. AlloOTlenl leiter and 8ye-laws aline co­
operauve SOCIety. assooauon of apart­
ment owners. 

2. Copy of approved draWings of orOPOsed 
consrruCf:on/purChase/exteoSlQnl 
renO'4II011. 

3 Agreement for sale/delaLled cos.t esa­
male from Archllect/Englneer for ttle 
proposed dwelling unit 

4, " Delalls of'Olhet tinanoal assaslance and 
iepayrnenllenns. 

APPLICABLE TO EMPLOYED APPLICANTS/GUARANTORS 
ONLY: 

1. Verlflcaiion 01 Employment Form Wltn only items 2. Q. 7 and 8 hlled 
in. 

2. laresr salary sllp.rsalary certificate sl'Iowmg alldeductlons. 

AP-PLICABLE TO SELF-EMPLOYED APPUCANTStGUAAANTOflS 
ONLY: 

t. Balance Sheets aM Prolll & Loss A.cooun[S along with copies 01 
indIVidual Income-faX relums for rne lasllnrea years certified by a 
ChaneredAccounlanl. 

2. A nOle on me nature of bUSiness. form of organisation, dlenls. 
suppliers. elC, 

PHONE: 222:3,Q (6tlnes) TELEGRAM' 'WEHELPYOU' TELEX 2661 AAMN IN' 

WE OFF5R PROMPt SERVICES WITHOUT ANY OBLIGATION 

._---_ ..... _-------
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PERSONAliNFOAMA110N OF APPLICANT 

FUU.""", MR MAS /,!lSS SEX ,_01 _0 

......... ~, 1.I100I.ENAME 
AG. __ 

OATEO~BIRTH, ! Alt.'" R~I pi'IQll'OJra:Yl "' 
PAESEHT RESfOENTlAr. AOOReSS ... - Vel' ADDUCwlT"'lI'Is.:;nalUre 

{IoCENTION eUtUlfNG R.ATNO smeeT CITY ANO PINCOOEl 
ReTiRE,"EHT AGe ___ 

""""""'~---- SfA.J1.J$ 

"""'E, RESO"J'{f" 0 
J'NAAIe ANO AOORESS OF"EMpt.ove.veUSINGSS 

HON~KTQ (I.IEHTION 6UtLOfNO FlAT NO~ STREET. em AAO prNCOOE) 
"""""- 5"'US 

,..,.0 
'''''''''''NO _0 _0 
CREClTClROS 

-. 
~oP~.$ , 0--__ -I NO OFYEARSINPFlESEN: I PHONE 

, 
DEPT , 
oeSIG""'1'iON 

1.JOe:/SUSINESS YEARS EXT PfIesa«~OOIi .,..0 _0 .,..-
- - ,~O ....... 0 .......-

!fREHTEO.J.OmiI..YReNf -
r.()AN.1I.OCIt-HTR~O """ ..""." ""'" """"'-n """" """"" -, ...... o 
'" """ "" " "'-

PERSONAL INFOAMA 110NOF CO-APPLICANT 

FtJU.NAJ.IE J.lA/J.lRS.""uSS 

plo1eSENT RESIOENTtAJ.. ~RESS • • 
j/.lEHTlON aU1Ul1NG A..AfNO .SlJieet CITY ANa PiNCOOEI 

o 

1=================1 A. 

BANK DETAILS 
NAMEOF ACCOUNTHOlOEA CURRENT OR NAME OF BANlC. AOORESSOF BANI( 

s..\VINiGSA,C 
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hP"E;:,R;;;S::;O;;N.::A.::L::.:I::.:N::.:F.::O::.:R:::M.::A::.:TI-,;O;;N~O .. F""G"U,.A:::R::.:A...:NT-,-,-,O:..:R_I _____ I ~ 0 
FUtLNAAle MR/MRS MISS AGE--

DATE Of:' BIRTH 
0 .... _ Y_ 

PRESENT RESIOENTW.ADoAESS RETlRE~1« J4E __ _ 

(MeNTION etJIlDING flAT NO_ STfIe:r. CiTY ANO P!NCOOE) OUAUFlCAllONS ___ _ 

I~~~",o,..~~\l= 
IAAAlo,l. srATUS ,s:.nq.. a 

-

NAME ..... '10 ,AOORESS OF eMPLovEA:eUS\l>Iess 
IMEHTlON' 6I./Il.OING.I'Lr\T NO_ STReeT. CITY ANO plNCOOE) 

",.,.. --------------\ 
00" ____ 1 

PERSONAL INFORMATION OF GUARANTOR II 

FUU. """" 
MR/MRS/MISS 

......... ..... .<XU""" 
PRESENT R£SIOEN11Al ADORE55 
(MeNTION eull.O!N(J F\..AT NO • S'n'lEET. ern' AI<I PINCOOE1 I - ---

""""" , 
:tAUe AND ....::cAESS tY EMPlO'l"ERleUSUoESS 
(J.tEH1lON 8UIlC1HCJ. FlA Tk) • STl'tEET. em' AM) PtNCOOEl 

o<PT NO Of"YEAASIN~ESEHr 
OtslGNA 1lON 

XlS/eUSINI:SS __ YEARS 

~I.A IlQr(Sr1iPWlI H I<PPl.lCANT 

-­TOTAL 

"""". 
00" 

, 
\ 

I 
I 

PRESENl'~rION 
.,... 0 -0 
'-c ~U 
'" AEflrEO ,I.I¢rfl'K.Y ~ 

R, _______________ _ 

S€< - 0 _0 

AGIL---

OATEOF"S'RTH 0 __ 

,-
AET1R!;u£HT.oGl; ___ 

au.o.a."'ICATO<S _______ 

I .... AlTA1, STAn.s So ........ 0 

_n _0 

",,--.nIEq Of'OEP"aCAH'I'S ---- -
~!Er .. 'T \CC:I=..rq;oA~ 
~ 0 _0 ._ C 

~_:J 

'" P'E"frtO /oIO"nHI. ... iien' 

R, 

""""""OR , 

S>"Arus 

""""" 0 
/fOfoIR!;S1O£k a 

~~Oc------

1

;===== 
"","'"' --

--_ .. 
Gu.nmor<wnn SlCjnPIUnt 

m= 
\ --:------ --- --
""""" 0 

""''''''''''''0 
",55""" NO 

=.00= , 
I~ 1= 
I 
I 

i 

GUARANTCRII 

---------------
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(2;. 
FINANCIAL STATEMENT OF APPLICANT ANO CO-APPLlCAI:!/ 

ASSETs: UASIUTIes 

f'~=fE eELOW ALl LO,4.NS PROPOSEO/TAKEN FROM 
EMPl. OvtOENTi=UNOeTC ANOALLOTJ.lERllP,srurresANo 
INSTALM (51 PAYASLE ?f::R MONTH lNCl.UOING INTEREST 
AGAlNSTEACHLOAN • . 

PARTICUlARS API'UCANT CQ.-APf>t.iCANT 
M'PUCANT CQ-APPUCANT 

AS. AS 
'RS AS. 

SAVINGS IN BANK 
L EMPLOYER 

IMMOVAaLEPROPfRTV 2. PRO\llOENTFUNO 

(SPECIFY) J. CREDIT SOCIETY ------
CURRe<T8Al..ANCfIN , ... FAMILY.s FRIENDS 
PROVIOENT FUNO 
(APPUCmrSSHAI'IE) 5 alliEAS'~ty' 

OTHER ASSETS (SPECIFY) 6 PlEASE INQICATE -
.- (il CUfiAeuTOUTSTANOING 

"- ""'-""'" 
LIFE INSURANCE POLICY (IESl/ I') INSTAU.teNTS PAYABLE 

POST At. {.AMOUN11 PE"MCNlH 
MATURITYOATE{Sj 

(INClUDING INTEREST) 

AtONlJALPREM1UM r-1 OTl'l€RCONOInONS 

O€POSrrwmt SORROWING!'> FROJA 

U!JLBL l8fLBL 0 
F D. -c.F_O 
S.F 0 
LLS 0 
lSlJStiAAES -FotooNQ. 
Ots~Nos, 

ANANCIAl STATEMENT OF GUARANTORS 
ASSETS - - UAeluiJes 

.. - --- -~--- -_._------ Pl£ASe INOCATE SEt.OW ~LL lOANS PflC),;>QSEo/rAXEN ~OM 

- - -_.- _. - EMPl.OYEE POOVloeNT FUNO ETC .AND AlL OTHER UA81l.ITTES N-IO 
1kST .l,l.MEN'TIS} PAYA6\.E PER """'" INCLUDING INTEREST 
.lGAlNsr~ LO~N 

PAATICUl..AAS GUAftAHTCR-'I GU,.r..R.lHTOR-fl GUARAHTOFl-1 GUARANTOR-II 

P.S "'. AS. AS. 

SAVlNGSINS.lN1C - L EMPl.OYt:R 

IMMOVABLEPROfIERTY 2. PROvIDENT FUNO 

(SPECIFY) l. CAEOn-SOCIETY 0 CURRENT BA1.ANCE iii 4 FAMILY & F';:1IENOS 
PlWVlOe:HT FUNO 
fGUAA.AHTOR'S SKARE] 5 OTHE~(Sooofy) 

OTHER ASSETS ISPEOF'f1 6 Pl..EASCINOfCATE 

• 111 OJflRENTCOTSTAAOING ,. ""'-"'CE 
0 

LIFE INSURANCE POUC'r' (IESv [I. INSTAlMENTS PAYABLE. 

POST' AI. fAMOUNl) PEA MC.lN1l-l 

MATURITYCATE(S) jlNClUOJNG JNTEAesn ------
.ANNUAL PREMIUM ! .. ontERCONOITlONS 

0."",,,, wm. BOAAOwtNGS FROM 
LB/LBl UULBL 

FO 
C.f_D 
S.F.O. 
Lt._S O. 
LBLSHA.fl;ES 
Fo/i:)No. _No. 

• -



, 

" 

1 ,. 
1.0AN DETAILS 

PURPOSE OF I ESTIMATED REQUIREMENT OF FU~DS ESTIMATED AVAlLA81L1TY OF FUND';; . 
THE LOAN . I' = .... "''''''''''~''''\OOSO 

S l(l.o.NRE()IJl;ST~DfRQMllll .. 
o:lNSTJlUCTlON COST Rs 

=UCOOHO 6 s,.I.VlNGSFROMSA,N>( '" 
2 INClOEN'T,I.I,.COS1" " ~ 0 7 C~OFINVESTUENtS .. 

"""'""'" 0 :I CQNTINGENCY{5"40111l''ll121 R, a AMOUNT Al.Rg.t.()y SPENT R, , ..... ) 

'l Pf IAEF\JNO.o.etE NOfo! R, 
REFUNQ.f.&.E) 

IQ (lJl<ER 1sPECU=Y1 " ~ E5rIJ,4A TED RfOUIRe,vENT .,..I'UNOS I II E!iTlMAtlOOAVAlI.,.I&lllYOI'FUNOS 

I~OFlro31 Tor.o.t. R. ISlIM OF ~ TO tOI ro ..... R, 

NOTE ESTtMA TEO i=lEOUIREMENT OF FUNOS (BLOCK '" SHOULD An.E.AST EQlJAL ESTIMATED A VAll,A81UTY OF FUNOS (BLOCK t \l 

DETAILS OF PROPERTY TO BE ACQUIRED 
IS THE OWELLING UNIT I UNEXPIRED TERM OF 
~c:.: ~LJLEASE 

AOOAESS OF PROP~TY .. _,,-,-0 --Y.~ 

(MatroN OweWNG'..INlTf'IO. S'I'flEET. erN ANOPINCOOE) Nor ........... dT'l'PE ....,....a 
IS TliE !..ANO F __ a~a _ ..... 0 

U&:MrC>IdC! a:r.... a ,,"0 

MONllf OF COMPlETION EXPAENS€S P M. ON ...... ,- """""'TY 

'" 
SW",; w.ue:1S1O:CJniER~S\ "'-tlcl_I."~ ""''''''''''' ~OFASSClOATlON 

.. r.o~~ CO-QPEnA fI\I£ 5OCIE1'Y Vf',o.s>~eH'l'OwI'<€f>S 

0_""'- ~ " ...... 0 ....... 
o """'"" 0'_ 0 -
NN.lEMCJA£l(IJ'tEsstY~ .l.S.SOOATV:Y.I ,-....-..ot~I\u-.,1 PAATlCI.JVUtS 0: - l' 

HO. OF ue,d3.ERS ~ 

OF APIJI'Tl,IENt o-ERS CAAOI ~~~"""'MOr""""" REClISTPAl'lON OF """"" .ssocoAOOH . -~-~-I 
SCCIET'I', .lSSO:L\flOJ.l 

---.-- -- .. ---------- ~ . 
- .. . -- --_ .. - - - -_. RS. " _. --- . -._ .. _.--

I - - - . 

i COMP1..EfE ITEM IA}.lel OR ICl WHICHEVERS IS AP?t..ICA6I£ IN YOUR CAS!: 

(a) CQMJ>t..ETEfOA CONSTl'tucnOH {BI COlo!Pf..E'i'C FOR PURCHASE (C'l COMPl..ETE FOR e::r:TENS5ON 

puRCHASe Pf11CE 0': LANO (lNCluorNG PUAOUSE WHEN 
AGEOFSlRtJC"TtIRE 

eulUlrNC3lS UNOER CO«STFlUCTION) ---"'. PIJFIOtASe PRICE OF OWELllNG UNIT ,OAIGIHALCOST. 

AAEAOF~O SO.M .. OF!.<NO R, 
eu!t.O-up AREA SOM CQNSTAUCTIONCOST 

ESTlM ... TED COST 0': CONSTRUCTION IS THe O~LUNG UNrr 600t<Ecr> '" R, YES NO{IFYEs.wouNTPArOI COSTOFEXTENSION 
R, R, 

PROPOSED surt-T_UP AREA AACSEHTQWNER aurLT-\JPAAEAOF EXTENSON 
SOM • SOM 

NO. OF O"""6.UNG UNITS IF n'lE O'M::lUNGUNITWS NOT seEN PARTICVlAAS OF ElC'TENS1ON 
ec:x:><:eo INDICATE tNTEHJeo-

HAS So\NC'TION FOA LOCAnoN 
CONSTAucnaN FA()MTHE AAEAOFOweU.ING UNIT 
COf.4Pa'ENT AlIn-IOAlTY SO" . 
BEENosnNEiO? YES"" ESTIMATEO 'JALUE .. 
(IF YES GIVE OeTAtt.Sl HAS THE COMPLEioClN C£FITIFlCA re INTE"NOeO USEOF EXTE~1ON 

FFIQlI.jI Tl-IeCOMPETENT AUn.oRlTY 
SEEN08TAINEO? YES NO 
{tF"ES Gl\!EPAR1'lC1Jt..Aj:tS.lNQOA.TEor: HolS THE SANCl'lON. FRQf.I CCIoAPETE,....r 

SAAC11"'!i AUTHORITY SEeN oaT AINElP YES, NO 

.. 
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GENERAL 
YES 

I$thahooJwOttlarll'lt~ror~oc:x:t.II)i!lOnll1Yl'leCllllte/yuPQ01~" a 

Does lI'IeaQPIo:anlfs) Of!lle UIOuSa of the aQPIoc:anttsl a airfa\lnOtchJd 01 1M ~0C3nt(S)OWI1any 
res>;Senllalaa:ommoa.a!lQ1' Q 

In casa QI purma.se. have all ptOpetty taxes t)e€n g.ad uoto dale? a 
rSltleolegalO1lllloIh!tCfOOe<tY~af1 a 

WiUl.SL~ able f-'obla>nali~tn0<'t9"9"ClltM~" 0 

Is/Ant IhIJ :aQQlcao!{s) Cllllenl~1 of 'ndJ:i7 a 

Has,Havl!! a'I<II ~ocanflsl or SClOU$'lI 01 lI1e aPCIoe:llllfS) eartLer ~ 10 LSLb a 1oan1 a 

, 

NO. 

o 

O{dYe$qtvedel3l15J 

o 
a 
a 
a 
O{,rY~gNedetaltsl 

HavHave II'\<! appicamfzl9M:1l guuam:~:-, lor-rCOm;lwom'l"lofL8L? 0 Of"Y<r$g.vedeta,~1 

010 YOU GfIT TO KNOW LSL THROUGH' a NEWSPA9EAStMAGAZlNEC!.fV.OIO/TVOFJ.'lEINOSfRetA nONSClOTHEAS SPECIFY 

REFERENCES {NAME ANOACOAESSO~TWO AEFeflEESI 

tal r~~ YQU 10 I<a two to!-

"""" . 1&re.H. LBI. ..... '";ute SUC'I en· 

. ""~ q......,.s~rt~~ry 

-"""""----..,- fn:lm me t1!11III'~ OIt'8CtIy The 
rele~IT\.lIY DeyotzremptOyef. 
btmlydod.olorSClhOt(l( banker. 

"""" 
aUC1ltor Of Ie.ad'>o!l' ~ !'laS 

"""" 
'<.nowtI yol.I lor ;I, penoa ot live - re~Ot tncIt1I b..rC IStld'I ~Qle.:I 

."", 

DECLARATION 

I declare thai OJlllhe oartlOJial'3 ana IrtfQlm30M 9111ft111n tnlSappllCaoonlOlTn ant IN". corred jnd a:rnp/e!e at1d ttlat they shall 
forrn tt'le basis 01 any loan LBLmay deedS!Ogtant 10 me. I COtIluTn tna! I hay", tIad 1'10 Irt$ONeflCY proC:el!dlng5 • 
39'111\$1 meo nor have I eYterI oeeo ed,ucheafed ~.,nt I funner eonfwm lNll tlaV& read Ina bfOcnure and IJnders:OOd' rtle 
(XlnfenlS. I also undetZta.oj U,af the onX~ I~ al'l!' ~·reh.Jnd:U:;ce I a9"~ In:1Il.El.may faka up $JCn 

rel~e:s as It ~~ty Ir1 re5QeClollhtS aoalC3DOn t.BI.. m2.., make SI.I:f\ e!'1QfJuies In ~ 01 my 
.apploe;!lIot'I <IS.t may "'""" ne<;~. I ~ to .... form LSLre9="9 any d\arlgo ontnyGCel.lQabOft.' 
empl~1 
I iuntlaf ~M'It thai nTf loan :shall bGlJO""'med ny ttl« rules a Ull. wnm may ~ II'IIcn:e fortne lime oesnq 

INSTRUCTIONS: 

I. _ Read the! LOAN APPLICATION FOAM carefully. 

2. The relevant detaIls tilfed in !he Application Forms ill e tor Ihe processIng cf yoor Apolicalion. Any orcumst­
ances nell covered Irl your applICatIon and which have a bean"9 on llIe deoslon. snould be set oot In a 
covenng letter. • 

3. All derails must be ftll~ in. If not apprlCa/:lle please wnre N A. 

4. All docurnenlS Ksled in !he l:'Ipphcatloo form are 10 be submlrted with (hIS accllcatron. 

5. Income/ele appllcabOns are ltable 10 be rejecled. 

J 
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.. COVER STORY ------------------
FUNDS FOR HOUSING 

'he HDFC :~Dlodel 
, /I1ilJions of urban Indians have always aspired to lJWII a hDme. But with 'little support from the 

,governmimt, the banks and the financial institutiOIlS, 1t remained a distant drea,m for most - until 
,recently. With the setting up of the Housirig Development Finance Corporation Ltd (HDFC) in 1977, 
virtually Single-handed by a man ·with a lifelong passion to assist individuals own a home, 
thousands of families all over the . country have seen their dreams come true. 'MUKARRAM 

'BHAGA T ana'lyses the breath taking growth and success of this pioneer institution . . , 

"Advancing money for building modesl 
housing (or individuals with modesl 
incomes would surely come low down on 
the list· of bUSiness ideas. And there were 
not' many taxers either when it was first 
presented In the mid~70s. Yet that is pre­
cisely what the Housing DeveJopmenl 
Fina'llee Corporalion (HDFC) has done. 
with gratifying results. And mare~it has far 
over-stepped its initial targets. 

In a feasibility report of the Housing 
Development Finance CorporatIon 
(l1DfC) 'pubhshed In 1977. gross loan 
&anctions were expected 10 rise from a 
nominal Rs. 5 crace.s in the nest year to 
Rs. 35 erores in the fitth yea!. But·the 
actual record is far bener - sanctioDs 
.Ose from. Rs. 7 crates in 1978·79 to Rs. 76 
Q'm"!S in 1982-83. And :n the last two 
years, the loans approved nearly douhted 
to Rs. 1.35 crores of which Dver 70 per 
cent were disbursed 

• 0 

Gross income which was a meagre Rs. 
38 lills in 1978·79 jumped to Rs. 14.5 
crores io the next four years. And in the 
followmg twa yeats. it rose lwo-and·a­
balf times ,(0 over Rs. 37 aores. HDfC's 
cumulallve 10an approvals of Rs. 424 
ClOteS since inception. in respect of over a 
Jill un us ,pread over 360 lowns and 
cities all over India. has helped catBlyse 
investment o( neady Rs. 1,OOa crores in 
housing b;- individuals. companies and 
other insututiocs.jseechan). 
. " Whal is also remarkable is the high 
'level of profilahility o( HDFC's' last 
e)(panding volume of operations. In the 
last ~ years, pffl-Iax prolits accounted 

-{or nearly a quarter of the corporation's 
gross income and thre~lourths of its net 
income. 

However, after meeting the cost of 
funds' 'he net mcome as a proportion 01 
pO$S income is steadily declining - the 
~sl o(barro ..... ings is Clsing faster tha.n total 
income. Similarly, pre·tax profits are alsI! 

- .. ~ , 

H T h.t'd:h: ~i:tt8 t1:~_.cJTr:U.n A ~m~ 

lalfu.g i'n relation 10 ~ Uoss and nel 
incame which ,hows:~t tIW&ilU are 
under pressure. BUI ·the· """'ting wiae 
tIla.rg.lru provide ample roOm. for accom· 
lIlociatiog the rising Olsl "'- borrowings 
and ordlllinlstrauve expen= which CUI 
be expected to OJotinueto increase wter 
than income as the scalo of HDfC', oper­
ations l.Qaeases.. .. 

So the "y to condctn.ble "upiuses 
will -Co.o.tinue to He in carefu.I cnntrol or 
establ.i5b.ment OJSts. innovoilive mobUisa· 
fion 01 iaw COS1 funds from 'non·amven· 
tional sourCes :wd lbei:r:'1:IJful deploy­
ment.. 

~ecIed sedOr.. HOlU~g has -been an 
area where apart from paying 'some 
.assidcoUs lip rervice'llitle-ltas beeo done 
to idd .... , the problero. While there-isac· 

'uteJdhortage o(bouses. resow:r::e.s ..h.a;e been 

, . 

, . I 

I 
i 
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scarce. 
Populism. political short.slght2dness. 

intellectual confUSIon. venality and worse 
have combined to weaken the founda­
tions of the housing industry in urban 
India. 

The Urban Land Ceiling and 
Regulation Act. 1916 (ULCRA) Was intro. 
duced by the government with the 
benevolent obiectives of diluting the own· 
ership of vacant'urban lands in the hands 
of the few and redistributmg them 10 the 
relatIvely poor and weaker sections for 
meeting theIr housing and other needs. 
But. in practice. tf:.e govemment has not 
been able 10 acqUIre any 51gmficanl por­
lion oC the vacant lands - the bulk oC 
I.b.em are under IitigalloQ and outside the 
urban land mar~e~ 

So. in effect. the tJLCRA. has led to a 
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virtual famine of avallable vacant land for 
housing deveJopmenLlt has gJven a boost 
to real estate values that now bear little 
relation to the earnmg aad saving capac­
ity of the .verage Indian. The 
high stakes involved in the real estate 
business has led 10 big scale corruption 
and bribery to bend the rules (or a few. 
And the mind-boggling proliferation of 
blad:. money transar;tions In every house 
purchase deal is undermining all ~en~e of 
morality in public life. 

Bmobay -rent act: Or. take the Bombay 
Rent Act (BRA) that was passed. 10 
presumably. protect "helpless" tenants 
from "oppr~sslve"landlords. The Act is so 
biased in favour DC the tenants. both in 
"tenns ol ridiculously low levels of rents 
and the unassailable security oC tenure. 
iliat It has virtually put a stopper on 
houses being r~mted out 

"the low f'ents ha~'e led .t~ ileglec.t of 
repairs and mamtenance by landlords. 
their sole interest in the property being 
to make a llI·at pl1e {all in black} when a 
tenant wants to transfer his tenanq' rights 
to a third party. And the complete sec­
unty of tenure is prevenung those ..... lth 

. surplus housing space to rent il oul to 
those needing it badly. 

In short. the BRA halLonly succeeded 
in protecttng eXIsting tenants agams! JIl 
Ju(Ure tenants. in drlvmg out the supply 
of renlal space from the hOUSing market. 
generating large sums of black money in 
rental property Iransactions and in the 
general delenorat!on of eXisting housing 
SInd:. 10 abyslT..allevels otneglect and dis­
repair. 

Apart from mindless legislalion. urban 
housiog na<; also been a victim of the 10 ..... 
prion!}, accorded 10 il in the planning 
process. Tolal investment in housing bas 
falIen drasticall}' over lime. [rom 34 per 
cenl in the First Plan 10 around 8.0 per 
cenl in the Sixth Plan and 9.7% in the 
draft Seventh Pla.n. 

J 

The decline of public investment is 
even more precipitous. JI dropped from 
16 per cent in the First Plan to a nominal 
2.3 per cent in the Sixth Plan and 1.6% 
in the draft Seventh Plan. Thanks to such 
step-motherly treatment. the contribution 
of housing to national incame has also 
shrunk from 3.7 per cent in 1960-61 10 3.3 
per cent in 1978-79. 103.1per cen! in1980-81 

Savs Nasser Muniee. economist at the 
Housi~g Oevelopmen: Finance Corpora­
tion IHDFC)" "Our planners h~ve ah"'ays 
loot.ed al he us::,;; rather mistaken};- as 
consumption-onen!ed ralher than as an 
investment and employmenl generatmg 
8ctl\'1t~·. But. hOUSing. Ii encouraged ilnd 
supported br a proper flaltonal poliq·. 

UPDA. TE 77 [). ." 
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NSS$f!r Mlloke: hOUSlllS UJ jnvdimelJt 4ctin'(J' 

can playa critical role in generating over­
pll economic development and in widen­
ing and deepemng the nation"s capital 
markets." 

The exlenl of neglect oC the house· 
bulldmg industry can be gauged from the 
Caci that commercial banks do not provide 
construction finance to builders: So the 
buiJders in (urn raise a significant part of 
their finance needs from buyers by way of 
instalments. But the flat purchaser too 

LOAN AP?'ROVALS 
(CUMULA nVEI 

Rs ClorcS 
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HOUSING INveSTMENT 
CATALYSEO 

Rs aotes 

gets no institutional support lor financ­
ing his purchase and must fend for bim­
self. And since there is no public funding 
there is also no public JCTl1(iny of or 
accountability for constructioll standards: 

In sum, the housing scenario in India 
is full of irony and .contradiction. The 
demand ror housing appears to beinsati­
able. but this does not reflect in the 
number of houses being built. People all 
over have a strong propensity to save for 
their own housing, but there i3 virtually 
no Institutional mechanism td lap i~. . 

Housmg. apart from bemg an e:J!5ential 
need. can also be a catalysing actiVlty for 
tbe economy at large. But the planmirs 
don't appear to thmk BO. Housing {s'a 
legitimate and profitable activity. but 
banks don't give cimstroction finance to 
builders and the government lmfDobiliSes 
the bulk of the .v.ilable lands. And the 
burden. of this cOl1syi!'1cy of populism. 
short~sightedness. and neglecl' has.lo ~ 
borne as always by the "common man" 
who has to for~ out large sums of money 
for owning small. standard house~ DC poor 
quality. . . . '-

Enter Parekh: It is a scenario that leaves 
no room for optimism. Yet. H.T. Parekh • 
Ihe man who conceived the Housing 
Development Finance Corporatton ttd 
(HDfC], has taken on the daunu~ (a,\; 01 
providing housing to :'Ordinary' people 
and. remarkably. has made the scheme 
work. 
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Ever since his student days. at the 
London Schoo! of Economics (LSE) over 
four decades ago. Ihe problem of housing 
has engaged Ihe attention of Parekh. foun· 
der--chairman of HDfC. He was impre:ised 
br the work of numerous 'building, 
societies' all over the UK. These are pd· 
vale financing agencIes which accept 
dePOSits from indivIduals and provide 
low cost housing loans in tum (0 faCilitate 
private home ownership. Simdarly. in the 
US. there were the Savings and Loan 
Associallans (SU'sl which prOVided 
cheap. long-term credit to individuals lor 

The HDFC has designed innovative 
housmg loan-linked-savmSs schemes 
for mobilising funds from individuals, 
companies and trusts. The mE/or sav~ 
lags .schemes <lie the loan linked deposii 
fUllI scheme targelled mainly 81 indio 
viduals. the certiliClte at deposit (CD] 
scheme rargelfed al companies. trusts 
and mdi,,·jduaJ,5 in high income brae­

-kelso end the home s.n'jngs pl,w {HSPI 
InlJOduced jusl a few months ago. 

Under the LLD scheme. an account 
can be opened with an initial deposft of 
as little as Rs. 2alJ. The mintmum 
account period is af 18 months and 
maximum 60 months. The S8VlDgS 

-ieposJi earns intereSll1t nine per cent 3 
year. compounded at half-yearly rests. 
Interest earned on.lhese deposits is eli8-
iblf!¥ for tax deductions under section 
80L 01 'he Income Tax Act up,to B lim;~ 
of Rs. 7.000. 

The u.n is fleXible in several WBYS· 

- the amount saved. the period for 
which it is saved. the regulsrity with 
which savings must be .deposited. After 
completion of the m}nimum 18 manLhs 
from the dale o[ the [irsl deposit. the 
LLfJ account-holder is eligible for l1 
hOUSing Joan flom HDFC on 8 prefcl1!na 

tial basis prol'ided he bas SBved at Jeast 
Rs. 3.500 in his /lccount. 

The amount of the loan ~8t is 
sanctJ(}neri depends' on the -amount 
saved and the repayment capacity of the 
borro ..... er. It can be up 10 eo per cent of 
Ihe lolal cost of the house provided the 
remdining 20 per cenC has been saved in 
the LLD .:;.:.:uunc. but noC exceecfiog .Rs.. 
2lal.hs. 

The tOdn repayment period is Elsa 
longer {or ll.D depositors - 20 years 
compared to Ih~ mtV:imum of 1S years 
lor the general public. Howevel. there 

COVER STORY 
acquiring:their own homes. 

Parekh wondered why in India. where 
housing posed EI more serious problem. 
no such institutional arrangment existed. 
But far years his vision oC a housing 
fimmce institution could not be realised. 
After returning from the LSE with a 
degree in banking and finance. he worked 
for over 20 years at the Bombay Stock 
Exchange (BSE] with a slodbrol:ing firm. 
Thereafter, he jOined the lndustrial Credit 
and Inve.:stment Corporation of India 
(ICl~1l as depuly general manager in 1956 
and rose to become its executJve chair-

n~ Doi be any crJrnmilIrJ';'l to We 8 
-housing' loan and the depositor caD use 
the UIJ Kheme as 8 general ~ritlSS 
?>Cherne "l«ependiDg:.t. CD ·his . spediic 
requirements. -

As of 3011Ine. 1985 the UD deposits 
with. the HIJFC JUIlounied 10 Rs. 1.23 

. aures Of less t.huJ one per amt 0/ the 
total deposits nf Rs. 178.= 

- mobilised from ·IOdIl·IinJ:ed 68VUJgS 
schemes .. 

OJ Scheme: The CD scheme is by fM the 
mast importB.nt saving scheme af the 

. HDFC As of 30 lune. 1985·it CDOlri· 
buted Rs. 176 crares or almost Jill of lbe 
deposits raobili5efi by the carport/tioa. 
The major depoJitors here are COal-

1 paIlles. trusts {charildble. employee we}-

: fare. etc.} IUId locnJ bodies (muaidp81 
corporations. schools. hospitals. tem· . 
pies). A OJ a=unl can be opooed with 
B miaimum deposit of R.s. 21){J(). The 
maturity period ranges from six months 
19 60 monrhs. 

The Interesl B1110unl is paid every 
. .six months from /.he .Jiate of !be 
deposil and is eligjble for lax deduc· 
lion ti.ader sectJoa 8IJL of the income. 

Si.x. -·:111%. " 
TWf"lTI!' ..•.•• i1% . 
T"",=ty-four ' .. 11.Sf$. • 

Tbiny..u- 12.0';(,· 
Sixty . l2.S'!. 

.... % 
,0% 
11% 

-11.5"1> 
12.0% 

• UePOII(j fmm DOD'~lde11! JadUJI (l't"Rls1 mad~ 
<h«ulv)a • JI."R tex1em..11 ~uol ElUtDIIJ!led in 
lnd.1 or by dU-ee1 rcmJttAlJO':"S I.t'e ,u:c:eple<l for 
~)'QN lti dcnomill.llJocu of fu \0,000 Tbr:y 
arry.n l~.n::sr r-IC af ~l" • rut. ;;aId anQu, 
.Ily 

man. Ie,mng 11 in o.c.mbar 1975. 
Bulilirough these years. he toyed wit! 

the Idea of setting up a housing finane! 
agency suited to Indian conditions am. 
spoke to ~opJe about it. In 1976. he pre 
sen ted a blueprint for a hOUSing finance 
development bank to fop banJeeN and 
he&is of financial institutions. 

Bul mast people thoughHbal a system 
of housing finance cannot work in India 
there would be massive defaults in loan 
repayments. But Parek:h was convinced 
aOOUI Ibe! strang propensily amang pe0-
ple to save for acquiring a home of their 

Tax Act. W accoll1JI·hoiders - be it 
crJt11p8aies .",. individuals - s1sa get 
pn;ference for housing loans_ 

Howeyer it iii JU]t ~ lor 6 

person or an . argBllisatiOl1 to partid~ 
.p8te in my of tiwse xheme:s in order 
to be eligible far B housing loan, You 

.. can .also get 8 "wal}~ia It hOUSing· lD<l11 
1.0. If 10fW not 1in1ed to.my,s:jvWg 
'scheme. unlile 10 the West where 
bousing iio1lJJce .. ~eties lend only to 
conlributJog member:!. But lbe HIJFC 

· will ~cr:ord ... JDwer priority- to sucn 
cl.B.ss. whlch ID&UlS U cauld .J.a1:e mare 

_ . time to dear them depe!1dInI! on the 
· -demlUld for i08ll.ble funds. It is .J..o 

likely to show lesser flexibility in 
'determiIliDg the Ioarl amount liS well 

· .., tho np4yrneat period. 
The illierest ",las payable by all 

indiVIduals on aousill8 looos ob/lUlIed 
frot11 We HDFC sre as follows: 

Rs. 20.000 aad Jess 
.~. :W,OOO-6G,OOQ 
Rs. 50.000- 1.00.000 

. Rs. 1.{)O,000 and ~bove 

12.5".b 
13.S~ 

14.0'>0 
H.S'iO 

There is DO iDlerest subsidy [or any 
.cp.tegory of borrowers except for 
.hsreholders who"", eligible [or "" 
·iateres( roncession .of one-half of one 
·per cent 00 the norms! lending rate of 
lbe HDfC. But this discount is ,pplic· 
able only aD that p<lrliaa of /hfl 10lUl 
equiVsJODlID ten times of the DomiIlBI 

·wl"e of the sbares . (o(.Rs. 100 ""chi 
"held 4t the - time of the ti=ing of 

lbe loan. '. 

kpeym<Dt: The . ~p8F.",ent period is 
normally S 10 15 years except in case 
of UD-holde~ who can repay over 20 
yeoTS. The rep8yment is iII eqUllted 
monthly inslalments [EMIl ctJrnpris. 
ing principailJnd inreresl8.IJd sf4ltS in 
the month fallow' , ''',' _r,~ r- 1 , 
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own. 
llDfC Jet ;,tp; His doggedness eventually 
yielded results: on 17 October 1917 the 
Housing Development Finance Corpora. 
tion ltd was incorporated as a public 
limHed aimpe.ny with a paid-up capital 
of Rs. 9~~~ craTes. Because of the cool 

. response from nationalised banks and .. the 
public sector financial institution:; HDFC 
was formed as a aroperative eHort by the 
lOCI tcontrlbut~on 10 equity: Rs. SO 
lillsJ. the International Finance Gor110ra· 
tion (If C). Washington (R... 50 lills). the 
Aga Khan. (R.., 50 lills). sections of 

"!l1ust USO {J8J' i:Jtere5t on pOrtiDns' of 
Ibe loan disbursed fa fMWmeIlis. 
This '''pre,EM1'' wterest is payable 
fivcry lDonth kom the aBte of each pal­
lial di~blfrsemetll up to the I1lbath io 
which the final disbursement is mads. 

The sIze of the Efl obviously 
depends aD the term of the loan. its 
size and the interest rale applicable. 
The ublt: below, presents tilt: i1JteI118~ 
ti ... EMfs (rounded ofl] payable OD • 

JOOD of Rs. 10.000, . 

10 
15 
,0 

'EMI ror a Rs. 10.000 loan 

.151 

12' 
,116 

157 
1J3 
III 

160 
13" 
12' 

'(RS) 

163 
'140 
ISO . 

The respective EMls [Of loans or 
different SIzeS c;u1 be worked Qut by 
jJl'oportJimsrely incrsasi11g,or de£l'8as­
ing the appropri3te EMI in the table 
.bove, Thus the e.n lor 8 Rs. 50.000 
J08ll8ttracting 815.5% interesr rate for 

'8 15·yeiU period would be Rs, 665 (Rs. 
133 x Sl. 

the Indian busin ... commuDity IRs. ~ 
crores) and the Indian public (Rs. 4 
.crares}. . 

Todey, after seven full yean of opera~ 
tions, HDFC has ... ply demonstrated 
that, given professional management. 
housing finance can work in lndia. The 
phenomenal increase in the 3Ca.le of 
HDfC's activities acCompanied by the 
growing pf1)fitability of its operstiotls 
shows that a development bank 
5jJecmlised in the field of bouslng finance 
in lndie. is much mOn! than just viable. 

The total deposils mobilised by the 

IIDf.c DOW exceedl.l Rs. 200 crore:s. 
Besides individuals and companies, 
major depoSItors include statutory boards, 
local authonties. trusts, universities. 
:schools. hospitals .and eVen temples! 
Many of, these local bodies are Uush with 
funds for vary-mg periods or time. Since 
HDFC is categorised as a "non-banking 
financial institution,", its depostt~raising 
capacity is nol circumscribed. by the 
restncHve deposit rules under the Com­
panies Act, 1956. 

Two major restrIctions und&r the Com­
?e.ni~s Act are that a company cannot 

. the iOBlJ. ~', societies cal! BausparkBsse the major 

. title dtreds . objective of the HSF is to eDcoumge 
, f1I1d1or .roy.;. .J!1sy J>e individuals "/0 start .saving now [or 8 

".oecessa.ry. :~ .• _~ ..• :.!:, .:, - ~ bome in the future" and the lure is the 
The HDFC .:::,.Jia.Df""'~.Jl.1J.ne of .. , low-Cl)st Joan they can J.'er draw from 

aeLiil dome :-:'tHld,jr,>VbidJ 11 'grants ", the HDPC. 
lOOns /0 .=p!O">--i¥xnli,.ood by the ,Under the Plan. the participani must 

. 'campsny • .• ,. "'!be _3OaJls ";llJlckr. 4bis ,6Jvea a:rtain Bmounl of [IlQ(l.ey with the 
:idJema >r:=i,PJ i,i_ ' .. : .. 14 of"13.5 ' HDFC regularly. for" least two yeors 
per ceitt It> H.5 per:,;;em iJ.peDCiiDs Ql} .and. uplo seven years, Tbese sav.(n"r./ 

. the size of -1M ~":_"'"",",a be . eam interest 81 the relatively low .. -', :.; -; ' .. ~, .. ,., . 

... ~::. 

, , .:'~;-. 
.' ~ .' 

." :: 
~~~;'" ;.., ~~';'JI -'" 

, ! 

, lJesides indiriduiUs. theHDFCalso 
lends 10 comp8nie:s lor construction Of 
purcha$e 01 new dweJJing units for the ; guzrsntf}l(Jt;/ • . . :by t:c~r~:o.'.The six per cent B year. Bulan comp/etron or 
use of theu et1J.yloyees anywhere l:n objective. aere .. !i to help -inmPwies .' 'this periexi. the participant is eligible for 

, iIJdis. HDFC ,ordinarily lends upta a ·,.rflCnIi1 '.,-and ,:.~"J»WJr ':,>?~h1d ," iI loon ""..."nd-iJ,h.lf limes the 
, maximum of so per cent of the enst af": '-Jemployies '.' by .;,itnndJDg";l1x!m {jJJ4l1. . ,'$Sved {subi",,1 10 8 maximum of ·Rs . 
. the housing prolect /IIId We loan " rial amsW1CIJ "fur. housing. 'J11is .Iso' .. 6O.00IJ} al , low Interesl rate or 8.5 per 
• 4JIlOUaC does not Ilcrmally exceed Rs. . acts as 4.Jl 4dd8C/ ~~ iDoxJl.iYlt Lv com. cenl a year. . 

1 IaJ:b p"r unit, 'pIUlles ,/0 ph"" :;'o.po<ils "WIth llDFC .• The loan has 10 be repatd in EMls 
. The Joan is aOfl11a/ly repayable lUJd 881 Pre/eroati.J .lrtMt111Cllt for their ~ver,l1 12-year period. Thus 8 Joan 
Within five years. The interest rate 108l2-applicatioos .. ' '. . _ _ .. , amount 01 Rs. 60.000 under the HSP 
structure . btgins.J1t 14 5 per ~-. per ". '., .y', : ..... :.";..:"'. : ... ~ entail5 dn £,\11 payment of only Rs. 680 
.uwurn Flod Icttes inl~ COrlSld:acirm Ne'; Scbcm;'rb; kten ~ddiu~~ fa the over /2 years compared III Rs. 816 over 
the ~xten/ of HDFCs finance. the IIDfC's 6ZrOOury '01 .-::Ueme.:s is the 1S years under Ihe normal lending prog· 
period 01 te{NJ)7IJeal, 6verege CDSI per ''Home 5d'nllgS P14D':"{HSP) -designed tamme-. 
unit and other factoJ"$ The 5eCuoly for on the pAtkni oJ,We:s1 Wrotw hOUSlD8 
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false deposits exceeding 35 per cent of its 
Det worth and for a period of lime exceed­
ing three years. Under ~he non-banking 
.financial directive of the Reserve Bank of 
ludia {RBI} for deposits. there is no ceiling 
on the amount of deposits thaI can be 
raised by stich an institution. And the 
muimum time period for whlch the 
deposits om normally be held is longer al 
five .years. However, here too, there are 
certain "exempted categories" of 
depositors !local authorities. statutory 
hoards. a.nd such Glate or JocaJ govern­
ment organisaUons} who can deposit theIr 
mocey (oc any period of time. 

"A large poction of the depOSit. col­
lected by HllFC are lor a penod of five 
1e~s and above," says C.W. Kshirsagar. 
general manager. resources. ""And on the 
deployment sloe • ..Dur average lending 
penod for housing loans IS nol 15 years 3S 
is often misunderstood. but much shorter. 
Thus. there is no serious mismatch 01 

COVER STOFY 

V" .. ended:lO June 
fRs 'Ct'OnI$) 

1979 19lHl l!i81 1982 1983 1584 1985 

Gros..s unctions: . T 5.00 15.0 20.0 25.0 35.0 -
A 7.1 23.2 33.6 <16.6 76.1102.9134.6 

Disbursements: 
(as 'Yo pf sanctions) 

T 3.0 10.0 15.0 20.0 27.0 
60.0 66.7 75.0 SO.O 77.1 

A 1.3 9.1 21.0 29.847.S 74:9 93.2 
las % of sanctions) "18.3 39.2 62.5 63.9 6:<.8 72.8 69.2 
r t3rget ...l .1.::-rUd 

whkh account for' over one·fifth of all 
borrowings. are generally for a penod 01 
alleast 10 years. Almost all the deposits 
(62 per cent or aU borrowings) onginate 
from the. certificate of deposit scheme and 
are in the nature of medium term Joans oC 
five up to y~ars. . 

Thus the average- borrowing period of 
the HDFC may be around seven 10 eight 
yerus, And even'if there is a marginal mJS· 

match in thetime-lrames oC oorro'N1ngs 
and loans. as long as HDFC can continue 
to maintain·a high net average level of 
such deposits (fresh 3t1posit + eXIsting 
deposits _ repaid deposlt) in relation to 
the level oC ,disbursements at a.t\y given 
painl of tlme and at a reasonable cost. jt IS 
ilol likely to face any serious resource, 
crunch. . 

But it may have 10 re30rt to a quota 
system. as in the West. whereby only! 
lixed amount . 01 hOUSing Ioa.'1S 
sanctioned every month in case adequate 
resources are not forthcoming to meet Lhe 
runaw<!y demand for loans. Already. the 
waihng period for a loan appiicatlon to be 
cleared has 5teadily TISen from arounJ 
four weeu three years ago Ie around 
twelve ..... eeks today. " ' 

Resource raising: Thus'resource raising 

Innovative lchemesrmstruments that ta~ 
the powerful propensily of both indivtdu 
aJs and CClDlpanies to ~ve for and ioves: 
in OOUSIDg have also met with success 
(see box). . 

As compared to the resource-raising 
&l:ills and efforts that HlJFC has 10 exert. 
the public sector financial institutions 

(sbi~.f.r: DO iaism~tdz of resou~ AJJd JOJlnl 

resources and loans - 'we do not borrow 
shari and lend long. Bul it is a tight·rope 
walk. and we n3ve to keep iI dose. almost 
daily. walch on the level o( deposits and 
disbursements." . 

sl::.ills are of critical importance. HDFC 
has so fat met wHh remarb.ble success in 
ra'ising funds (rom non-conventianal 
soW'ces such as hospitals, employee weI· 
fare funds. schools, Universities. statu lOry 
boards. mUOIcipaJ corporations and 
myriad other local authorities who tradi­
tionally deposit their money with banks 

• D. P.udb: tkposils Oltl!D 6re • quid pm quo 

• such as the !DBI. IFO, NABARD elljoy a 
virtual cake walk. Resources are ear· 
marked for the latter by the governmeru 
- they do not have to ,kil!ully mobilise 
lhem in the open markel. All they need to 
do is 10 call the nalionalised banks or the 
designated disubrsing authority for releas­
ing the lunds allocated 10 them hy the 
finance ministry - hardly an environ·· 
ment that can inculcate innovation or 
dynamism. In fact. the HDFC is the only 
conven[JonaI financial -institulion In the 
country which raises all its funds com. 
pelltively. 

Medium lerm'loans; The bul~ 01 bousing 
lo-ans sanctioned by HDfG to corpora­
tions, for example. are medium term 
loans {or six.lo seven years and they com· 
pcise 1S to 20 per cenl 01 all housing 
loans. fUMer, many of the 1S-year hous­
ing loans to individuals are repaid earlier 
by the borrower::which further lowers the 
lending peuod. So the average: Ipoding 
penod of the HOFC may be around eighl 
to nine years. 

On the borro ..... ing Side. term loans. 

lIPDATt 1.7 December 1985-9 January 1986 

at poor rates of return. It offers them far 
higher rates oC return at 91012 per cent 
compared to 5 per cent available from 
savings bank accounts and better service. 

But it look consideroale effort and 
lime to build up confidence, "Earlier, 
there was considerable resi!ltance from 
lenders to give deposits to HDFC," says 
Kshirsagar, "Then malor worry was ilie 
sately of IheIr funds since HDfC 'was a 
non·olfktal institution in (he ne ..... and 
undriain area o( housmg ltnance .... 

... 

Cost of funds: But competitive resource 
mobilisation ine\'I!ably raises the HDFC's 

. cost of funds On an average. it obtains Its 

" 
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funds (from banks. instItutions. com­
p.anie!. trusts, local bodies) 81 a tost of 10 
to 12 per cenl a year - much abo\le the 8-9 
per cenl rale of interest the government­
owned institutions have to beaf on lheir 
funds raised largely from captJve. non­
competitive .sources. And since on the 
lendiag side. the hUlk of BOFe's loans {as 
per centl are to small individuals for 
acquinng houses (the average size of 
loans dishursed in 1984-85 was only Rs. 
-49.000), and iI cannot charge very high 
rates of Interest,it has to operate on a very 
thin spread of 1..5 to 2.0 per cent between 
its average lending and borrowmg rale. In 
contrast. most financial instilutfons in the 
country operate at spreads of around 5 
per cent. 

Moreover. HDFC (aces many rigidities 
and restrictions in the deployment of 
funds. "Deposlts rensed from hospitals 
and term loans from the Army Group 
Insurance fund. Coc instance. are linke.d 
to provisian or housing loans to doctors. 
nurses and armypersonnel,respective!'j " 
says Deepak S. Parekh managing director. 
HDFC. "Sirnilarlr. deposits by corpora~ 
lions too ohen im'olve a quid pro.-quo­
Ihe HDFC has many limes provIded hous­
ing loans that are twa to three times the 
deposil amount (a meel the housing 
finance needs of theit employees." 

How then does HDFC ,UII manage to 
generate handsome ~operating profits and 
a breathtakin% growth In the volume oi its 
operaoons? Table. 2. which analyses the 
financial performance of HDfC. leaves lil~ 
tJe doubt about its remarkable success. 

Between 1982·83 and 1984·85, tot.1 
income increased lwo-and-a-haH tictes 
froro Rs. 14.46 crares to Rs. 31.15 crores, 

'.' 

COVER STORv 

Pndip Shu; iJlUblWJ..torot C!l5ts wil1 iacnM~ 

pre-tax profits 1.7 times from Rs. <.33 to 
Rs. 'AS crores aud net profit 1.B times 
from Rs. 2.B9 10 Rs. 5.15 .crores. The rate 
oC tiividend has steadily risen [rom 5 per 
cent in 198~1 to 10 per cenC in 1982-83 
to 13 per ceot in 1984-85. Yet payout has 
,teadily declined from as much as 43.5 
per~ cenl to 25.2 per ceot of distributable 
profils during this period. " 

The earning> per share in 1984-85 
were' healthy 52 per ceDt compared to 
2.9 per cenl Jwt twQ years ~go.tbe bOOK 
value of the Rs. 100 paid·up share Rs, 208 
and the mArket p";ce lal the Bombay 
Stock Exchange)"is today around Rs. 150. 
'A remarkable performance. by any 

SOURCES and .- USES 

Y.nnloans 

18 

'" ,~.- -..;,' \.,l' ~ '. ~ 
:. ,. "0' 

of 

fUNDS'-'; "'. ;.'; 
01' 

.... :. 

yardstick for a quasi - offjcIal. COnven. 
tiona! financiel institution 1hal opetales 
in the non-conventional' field of 
providing housing finance to the Common 
urban Indian al affordable, and not maxi-
mal. rates or interest. 1. 

No-nonsense approach: II takes several 
things 10 help attain such sturdy perfor~ 
mance norms. One is the busmess·lH:e. no­
nonsense approach of the HDFC menage· 
ment in safeguarding the basic financial 
viabilit)· of its operaliom.· 

Thusz the administrative expenses or 
establishment costs are largely met from 
application processing charges (linked to 
the amount applied for) legal fee, for 
creating a mortgage and technical fees for 
inspectT.on of the house property at site. 
During 1983·84. for example the total 
establishment costs amounted to Rs. 2.11 
crores which were iuily met from other 
income from "Fees and other charges". 
And during 1984·85. aooul '$S per cenr of 
admmistrative expenses were mel from 
this source. -Thus the thin and declining 
spread between .HDFC's average borrow­
ing and lending rate is not unduly bur­
dened wiLh establishment costs. Instead. 
it largely goes 10 swell pre-lax profits. 

But lhe administrative costs 6.le Jikely 
to increase steeply with the growing vol. 
ume of operations. The nature of lIDFC's 
operations is retail both on the 
resource mobilisation slde and particu· 
larly on the lending side. II taps funds 
from diverse sources and lends them to 
thousands of individuals. The average 
size of borrowings and loans is al:so rather 
small. 

. The large diversity and small size of 
indtvidual LIansactlOns. means high 
admll1istrative costs. Moreo~·er . .each loan 
account is not a one·time aUair - it bas to 
be regularly monitored and followed up 
for many years to ensure timely repay· 
ments and a' near zero default ra~e. And 
the' way HDF'C's loan s.a.nctioAS are bur­
geonmg year after year. llS establishment 
costs are likely to shoot up (00 sharply in 
the years ah.e.1d for the processing 
charges 3lld leg.1 iee, to cover them 
adequately. 

"In lhe years to come, our administra-
.... tive_expenses are bound to increase shar­

ply", admits Pradip Sbah. general man· 
eger. HDFC. "This is because our loan 
approvals are growmg rapidly and each 
Dew loan aa::ouot entails Callow-up costs 
for the next eight to nine years on an aver­
age." 

Con.5dt!nt; But the HDFC macagemeot· is 
_ coruident of absorbing tbese cost 

.... increases by improving staal productIvity . 
. Not that It is low at present. With 8 tctaJ 
,wf slreogth of only 435 pe<Soos <pread 
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'bver 13 branches and the .d oflice In 
Bombay and a near zero "default (ale of 
Joan repayments. HDfC's reach and ser­
vice capabIlity are enviable_ 

ihis has been possible due to both 
excellent in-house systems and proper 
manpower selection and training. for 
example:. aU the major dOGuments and 
{oms reqUired for sanctioning a loan -

~plk Sltw~/l!br: Uu coaslUller is 'ZJp~r:oe 

application form. Joan guarantee form. 
legal appraisal form - are standardised. 
and pre~printed. ihis minimises Iyping. 
wort. loan appraisal lime. errors and 
jncomplete iruonnatlon on the part of the 
applicant and much other paper worr.. 

"Highly streamlined system::. and 
documentation. a flexible nol 
burea~cratic style of functiomng and a 
corporate philosophy thai .believes the 
consumer is supreme. have in combined 
to result in high staff .productivity and 
motIvation", sajts Deepak M. Sstwalekar, 
general ma.na.get (finance' and pla.nmng). 
"Every new'recruit goes through training 
in the customer relatIons workshop to 
ensure high quality of cuslomer service." 

Acustomer relatiom stlrvey covering 
all branches condllcted by lhe HDFC this 
year shows that most of the borrowers 
Ihmk highly 01 the corporation's stafl -
over four-fifths of the borrowers perceive 
the personnel 10 be polite. helpful and 
dear about the Joan fannalities and 
nearly haH think the customer service is 
excellent. 

While there are.many suggestions to 
further improve the service and reduce 
costs and delays, the overall opinion is' 
that the HOFe stands out as an excep~ 
tional 'Service organisation for middle 
class pe<>ple. with high standards or effi· 
ciency and honesty. . 

Bul the increase in the sheer volume 
or work will Simply overstrelctt the 'tall. 
however motivated it may be~ One way 
out is: to increase its numbers. The olher 
ls to cornputense internal operations. The 
corporalJon has already started installing 
computers and in a couple o[ years the 
monitoring and control'ohliousands or its 
loans and depOSit accounts will he fully 
mechanised leading to considerable 
improvement in productivity. Besides 
internal cost control. the HDFC is also 

. Taol. Il HDFC: analysis of financial performance 

'fur ended 30 JUnIJ 

tncome 
Less interest on oorrowings 

. N01 income 
AdministnU;\i6 w:t)0'3nses 
Profit oofore t4X (FST) 

. Tax 
iax If!! % of PST 

.'Net income as-lo 
: of grou InCClme 
PST !IS % of gross income 
fiST .as % of net income 
Profit .her tax 

• OiviOOnd (%) 
.p~yo\rt 1%) •. 

-:t:.P.S.(-kl 
· Re~rve$ 
· EQuity caplL!ll 
.Boo" vahle (Rs.l 
Net casn .tIccruals 
Sorrowings 10 net wonh 

1919 1980 1981 1= ';1983 1_ 1985 

0.38 •• 1,51 3.~7 B.45 14.46 ,25.47 37.15 
0.03 0.18 1.12 4.79 8.71 '17.44 26.51 
0.35 1.33 2.35 3.66 6.75 8.03 10.64 
0.25 0.40 0.67 . '0.94 1.42 2.11 3.19 
0.10' '0.93 > 1.68 .2.72 ',.4..33 -5.92 . 7.45 
0.03 0.:31 0.54 O.:lIr . 1.44 2.05 :2.30 

4n,OO 3:l.:lO ·32.10 . 33.10 33.30 ~.60 30.91) 

·S1.1 • 88.1 67.7' . <13.3 ,)9.8 31.5' 28.6 
18.3 61.6 4$.4 32.2 .:29.9 23.2' 20.0 
2>1.6 ··69.9 .·71.5 "74.3 -75.:3' 73.7 > 70.0 
0.1)7 ··'0.62 ':'.14 '. 1.82 ~.:z.89 3.B7 5.15 

_ : __ ., -:- .... ~ ... 5.0 .•. 7.5': 10.00 . 12.00 13.00 
_ - . - -43.5 .41.2: 34.60 .31.0 25.2 

... 06 '6.2 11.5 ':'18.2 "028.9 :18.7 51.6 
., 0.0.. . '0.66 '1.30'. 2Z1 '. 4.28 '6.93 10.7B 

. 9.89 9.97 S.97. 9S7 • 9S8 9.98 SSB 
100.40 t06.62 113.04 113.77 142.68 16$..1.4 208m 
. 0.08 . 0.53 0.66 1.10 1.S'! 2.74 3.97' 
02:10.5:12.1:14.6,1 7.5:111.B:l 13.6:1 

secunng its foundations by a ...... elt~ 
balanced deployment of funds and diver­
sification of its sources of income to the 
extent it i~ possibJe within the frameworl: 
of its basic manifesto. 

At present. a significant portion of the 
HDFC"s total income. around one· fifth to 
one-fourth. originates from non-housing 
loans. Thus durmg 1984-85. the HDfCs 

Cb~Ddr~$bekb8r: ~t1inG COD5truction ~tMnd"r.Js 

lotal operaling income was Rs. 34.21 
crares of which nearly Rs. 7 crores origi­
nated from nan.housing loans. This 
deployment of funds for non housing pur­
poses largely include cash balances with 
scheduled banks. government treasury 
bills. inter·corporate deposits, invest· 
men!s in 510cb and bonds of publtc 
Iiml:ed companies and loans 10 builders . 

Such a balanced deployment of funds 
ensures liquidity. security and good rateS 
of return. "Our liqUIdity has to be high al 
all limes to me~t unexpected demand for 
funds." explains Shah. "The dlsburse. 
ments tend to bunch up just before and. 
just alter the mClrtsoons.)· 

Property servicing, Recently. HDFC has 
started a new cell called the "property 
services group" {PSG) to help purchasers 
select appropriate house properties. "This 
is a separate. distinct actiVIty that 
increases the range of SeT'\'1ceS prClvided 
by HDFC." says Pradip Shah. who also 
looks after the PSG. "The idea is not 10 
make money hut to provide an addihonal 
service." The PSG recommends the flats to 
buyers afler taking into account the qual­
ity of thei~ construCtion. the trad. record 
of the builder and the legal title te Ihe 
property. In return. the HDFe le\'ies a 
"service charge" on the builder and cor-

27 
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porate buyers but Dot 00 individuals. 
In effect. this e.ctivi1y marks a more 

d;re<1 entry of the HDFC In the housing 
market as &:1 "estate broker" who brmgs 
together b"YClS and sellers and charges a 
certain commission to either or both the 
parties. "Bul we only select those 
developers who wIll accepl the entire 
payment in white." asserts Shah. "There 
is no question of any' blac~ payment 

. wherever HDfC pays the brcker." 
The activities of the PSG are Hhly to 

gro ...... in future as more people become 
aware of thesesen:ices being offered. The 
custcmer relations survey Quoted earHer 
shows thaI nearly four-fifths of the bOf­
rowers are nor even aWare of the HDFC's 
property service cell. And nearly half of 
them said they would have availed of its 
servl(:es if they were aware of Us exis· 
tence. This means that Ihe business 
potenual of the PSG is very large which if 
lapped effectively t.h.rough proper adver­
tising and publicity. can become not only 
an independent source 01 income for the 
low profile HDFC but also give it a bigger 
dou1 in the housing I1l.iUket. 

HDFC is also lDvolved in developing 
land and 'Constructing residential accom· 
modatton through Hs whoUy-o". .. ned sub· 
sidiary. HDFC Developers LId. "Our 
major objective is to underta~e model 
house-bulldmg progr .... mmcs in newly 
developed industrial areas where buiiders 
won't go b~cause it b: not very profitable 
to do so", says T.S. Chandrashekhar. 
chalnnan. HOFC Developers. 

This construction arm of the HDfC 
bas recently completed the first pbase of a 
reSidential compJrX3r Chinchwad- a fast 
developing industrIal suburb of Pune. 
on land acquued from the Maharasbtra 
lndustnal Development· Carpora,tidn 
(MIDCI. Phase·I. completed last year. 
comprises 476 residential units, including 
a commerClal compJe:x. The company 
proposes to construct another compJex 
adjacent to the exisu.ag ooe in Pba!ie 11 
which is expected to be completed by 
1961. 

"EAcept lor 80 10 90 icdividuais. the 
rest of the flats are cornpany..owned for 
illdustrial workers," says Chan .. 
drashekhar. "Reputfrl companies such as 
TEtCO. Bajaj Auto, Kioelic Engineering, 
Rustom C Hornsby and also smaller com. 
panies have bought houses in this com· 
pte). lor their wori.ers". 

Cbandrashekhat emphasises that 
HDFC Developers' prime objective is not 
lo make money bur to be a model builder. 
"1he constnJc'tlon standards prevaient ill 
the country are very poor", be says. "The 
layout. finis.hlOg and av;ilable. se.rvices 
leave much. to be de.slred. We hope our 

.. -- : 

COVER STaR 
buUdillg.5 serve.as model constructions 10 this, an experimental proj.!'Ct was 
the builders .$ well as 10 tho buyers," launched at Valod village in Bulsar di.s-

Beside, Chim:.hwad Phase 1I. HDFC tric! of Gujar~t. Around 250 people '-;-
Oevelopero: is a.bo canstructUlg a building mostly margina.l fe,nners and landless 
at Vashi (or HoFC'£ own use. "The 30-40 labourers - were provlded smatI·size 
per cent rate cf growth in our operation is loans of Rs. 200 to Rs. 2500 per person (or 
creating problf:mS of $pace availability." upgrading their homes. 
explains ~bekhar. "We require "The results 01 this experiment are 
not 't7n'IY~l!t%"foT-3tonng important very encouragmg and we have Bproached 
documents (mortgage. titledeedr. etc.}but 'several organIsations to contribute to .the 
alS() fire-safe ron.stn::tction to ensure equity capllal of Rs. 2 CTOn;':S oC the prop-­
safm.y.~~:r..Ail"~ ~m·~~--osed Gu;arat Rural Housing Finance Cor-
a5SOCJ.a.l:ed hau.s~ facilitLes to accamma-- paration", says Satwalekar. The HDFC 
dale stalf. has received full commitments for the 

''In the futUre. the activities of the PSG eqUJty capllal lrom the IGICI. commercial 
or HDFC Developers may locrease. But banl::.s. public and private compames 
our prirn.uy aCttvity will continue 10 be based inGujarat. the IFC. Washington and 
the provislOO of housing finance which is the Aga Khan Fund ror Economic 
now publicly recognised to l?e- an e$sen- Development {AKFEO), And. it has now 
tial .service." RyS Deepal. Puakb.. He appraac.h.ed the GUlara( government for I 
further adds that the demand for hauslng matching interest-iree.toan. .' . 
finance. parncnlarly from campanies. is So today. the HDFC has.come a long 
growingrapi.d1y.1'rue. our cost of opera- 'way from its lJedgJing days just -5even 

~& iu.~ ·~rw.iaU1r axap/o <It Vnhi. JJlJIDbfiy. . . . . 
tioru will inat.as.e.. ootoor.volume o( bus.- years ago. Us exemplary perfo~ce Ill1d 
iness will also increase fast enough to remarkble success in instilutiooalising 
cover it.", - .. '. ._ ,!.he Dew and untried activlty oC 'housing 

But 1h.e future will witness HDFC',s . fin.a..cce for individuals has woo the cor-
entry into tltW .areas. There are two major para.lion beUt D.3tlonal and international 
diversilicatioo proposals !.be HDFC Is recognition. Today. the Plannmg Com, 
renau.sly co.nsldeno.g.d the1llOmeat: Qne mission acl:.nowledges !bat institutions 
is the provision of le.asi!lg finance to local like the Housing and Urban Development 
bodies anrl the corpo ... te .<etOf for infras.c Corporation [HUDeO) and WFC need to 
tructure and pollUtion control equipment t>e encouraged. And international orgafl:i-
"as a modest CClnt.rlbution tawards a new sat10ns such as the World Bacl:. the 
Iinar;:cing appro.ach 10 urban develop- United States Agency tor tn.ternatioaal 
ment." .' . Development (USA/DI. the UN 'Centre -ior- -Human SelrJements consider the 

1jDFC (lS a model instJluflon worthy 01 
replicatioll in other developing coWllcies. 
All of which should give H.T. Parelch .. th. 
septuagenanan man·mstituuon who con· 
celVed and bUIll HDFC. a deep..sense of 
fUlfilment Ihal 015 lifelong passion has. 9t 
lacg last. borne {ruit. 

RlU'al b.ous.ing: The ather proposal is to 
extend housing iinaoce 10 rural areas.by 
setting up a lIperu;lised state--level "rural 
hOUSlDg ftnance ccrpor~tion~. A feaslbfl· 
ity study for .aucb an mstilution m Cujarat 
stale was.>l c;onrluct~d by ~ IO('AI age.ncy 
commissioned by the HDFC. Following 

" 
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-;:dcq~SllcllCs--(or -:lHAincnCins~-
Som~ orlhc recommendauons or the p1'oblcm. The: tr.Jdluonal thtnl:ing of 

""mmi,.,,on art:' worth nOllng lx'C;J.us.e housmg as :z non-productive asset has 
u(thc:tr obvIous n:JcY;]ncc: to the indian to be changed.. Thcn: is. . ellou~ 
CQn(l:xt: eVIdence to dcmonsu':ltc: the multiplic. 

{lIRent Coccrot: The commiSSion effect on the: economy of housing 
finds th:u rent control causes a reduc- construction :lCuvll'f and, the 
lion In the quality of the existing rental; enormous cm91~ymcn( g~nc:r.ulon 
hou.:ting sIOd:. and discouragt."S InvCSt-. potenuai. or hOllStn';. It l$ ~1r~nc !.hat 

'ment In new rental propt:ny. There-, ~ouslng IS glYen ~hc n:c~natlon an~ 
rOC'l!., the:: commission opposes., in pon- ! Imporuno::. ltuc It dc-..crvc::s. lond IS 
ClO!e. rent control ;!.( federal, st.a~ ~nd , n::COgOl:z.ed .~ an -induslry- and thus 
loc:U Icvels b:::comd e1lglble (0(, 2.i1 the acte:nd.:lCt 

(Ii) llibiiuy '!troct'UTe- ud po~n: of . bc:nents., . • 
thrill Instltutioru!: The: habliny powers I The dlsslmlianncs be(\Ioo"a:n the US 
of S3.V1ngs and 10:3.n asSOC1:l(lons should I conditions :l.nd those found in Indl.3 an: 
be: e:tp.:lnded fO pcrnut th~ Instltu- 100 m:!.ny to c:numerall:.. Ho~ver. this 
tions to compele more vigorously for ~hould not deter us from ~xing to 
indlvidt.L:lls· :QVlOgs and to serve: IhI:: Implcment Ihose fe::uurcs duly mod~ 
demand deOOSlt na:ds of III scctors"'of' tiro to $UI! Indi~n condluon..t. ......rum 
the economy. ! ~:ty &iYe:l. boost to Ihe: nousln, firuncc 

(Iii) P'rin.(e PCn.'li.on funds J.nd Industry and hdp to ch2noeliz.e ::I 

ERISA: Current vrovisions of em. ~(er 110- of savinop to <lns Induury 
tMoyce rt:tin:menl income security::let U wc:11.,.s 10 3Unct I;t~ Clolul now", 
fqUI:1tIOnl th31 limit the housing in. from the Indi2n ct(l1ul m:!.rxeu. 
veSImenu of priv::ue pension funds It is ncco.s.::;ary to oUlld up coolideno::: 
should be c1imuuled... in this SCOOI" lhrouy. the orderly 

{iv) ?U~k pensLon funds J.nd st11~ dc:"Vclo,pme:nl of the houlin~ fin..2.no:: 
t.. .. 'C St.:nes should be encour:tgJ:d 10 induslrj'. Fly-by-nJ&Ilt opcr.:z.toa look­
develop pl""OV-2mme stratqlcs 3nd in~ for qUlcx n:turns .,...thoul ,J com. 
n:-gulations th.::lt fJctiit.:ltc nousln, in- miiment (0 I" the' 10n1: ronco only bnnt 
Vestment by publk pc:nsion (unu1. di~n:vutc ::Ind n:un::! the' troW1.h o( Ihil 
Indian 3iluBlion ' Vll.::ll (unct.'on in tJ'l.co hou,,:in!, SCCIOI". 

The: csf;!.bhsnmcnt of -such anfiUUUOtU 

The: eUrTent suu: of the hou~iu, lhould fhen:(on:: be: Clf"C(ully ...... tch.cd... 
fin.ano: industry In india on only Unlixc in the US. IndCl h::aS.::l unllied 
b:: dc.scnbc:d ::I.S being ·n.:lsccnl'. The fin:l.ncal. (n2rLc:t ....,tb, ~oanW1dc 
C:1ubhshmCT\( ofrhe HOUSIng DevdoO'- br:lnd:in~ ofb.snxs :tnd other' fin.::l.nO:;aJ 
meRl Fin:l.tlO: Corpor.ltion (HOFa in :insututions. indudinc HOFC. thus 
.1917 m.::lr~ed Ihe 2dv.ent of ~ 1PCCI~I- • pcrml(lln~ tn.nsfc:r of funds I.emu the: 
~c-d houl,rn~ fii1:lOee InSUlUt,lOo C'3u:r- :'1untry. And yet there is • ncc:d (01" the: 
IO~ f.O IndIVldu:lls.. lion!, the h~ of (he devcloQment of l s.o:::ond...t.ry m:J.tket Ir1 

bulldln, SOClCUes In the UK .lnd the ,"0-.'- I." •. 1 d· , 1 SJeLs . USA ' "_.- __ n~ In n '.-urs! y to 
• • In the Pnor 10 Ihl.i.. In lttrXl man: b.:ld.ly needed (ur\ds lO the 
mdlVKiu.::l..i C"CIuld seci': l.SnSL"\ncco (Of" h fi 

·housinc from nlS f.::lmlly. fnends. em-, ouslnt nuna: sector. l.nd 3COJ.ndIY. 
ployen 01" the; liCe InSUr2nee ('oC"pOI". !O DToV1de 1n I~Oro(ll"U(c:ly dc:::1~incd 
:uon (if he ..... ~s :I pohcv hnldcr).. lO

y
otment vehld: for 1 p:zr:ucubl" 

AltCTll2uvely. 1S ,J mt"mb:r ~f a ,.roup. 'e1l111 of inlUtuuon£ .and investors 
he:: could barrow (rom t1l.e 1t.::ll~ level .... i'ue::h t'lca:1 lonl term ruble inyo,," 
.I.oc.x COOOCr:lIJve hOlning lin::zn"'e so- menlS \t,o match their lent term 
elet)C"1.. A1l.c:r lie. the brtal provider' li.::lhtlllle1. 1 IpcoiiClJly n:fc.r to the:: 
of funds for housin~ Ts (he: Hau'lng and inlunnce CQmp:l.nic.s .nd to lhe oroy,· 
U~n D::ve!aom-c:n( Corponuon dent funu1. The InvC"1rtble {ul'".-:h o(tho:= 
(HUOC'O'L :a &ovCn1mcnt of India. provident funds lod.J.y.an: of tbe on:kr 
owned. coqxu~uon ..... hich d0<'3 nOl o( .abol.lt Rs. I.JC(I <:roC"C. 

InVeltme:nt. Such confiden(1: could he 
gcncr::z(t:<i If the: in'Yc:::."lor were tclSOo­

Olbly een.a1O o( thc lending colen: of 
the mortg.:lge origin,:uQ(". 2nd thc::sc 
m(Jn~gc loans wen: insured. that is 
n:p:lymen( is &carantecd. 

It IS csscnual that the: mortgage: 
origJnalo~ worle 1000ethc:t' with !.he 
dome::stic insur.J.no: andustry to de· 
vclop 30 appropri3(e scheme for mort­
pge Insurance.. The lead rol" slIch a 
move could pQS.Slbly be tlken by the 
GlC. The Insurance cover could initial· t 
ly bc:: n:stncted to low Income bar· U 
rowers.. eC1'1.:1m lQ.:ln to ",·,."iue rauos.. T 
cost·lncome: r.J.1l0S. or .s.nme sucn 
er1tcn.:L The ~:x;penencoe in the: US and .. 
'JIlla' C'Oun(nc nas shown th:!.t tMe e 
marke::uhtlity of such mort&::lge loans IS Q 

UCtly enhanCt.-d by the e:USlencc: of ~ 
r:1onpge insur.lnce:. , 

Altem;ujvdy. inltend o( sccunng ; 
im:ur.lnC"C of caeh indiVidual morttagc II. 
loan ...... h:1( could -possIbly be: done IS 10 & 

; ~Un1ill! the undcrl)'lng pool of mort- ia 
~ g,ilSO. The GtC or 2ny other finaocioa.l 

I 
insutuuon could gener.ttc these: ~ri- It 

ties.. thus doing a~y wuh thl! need to 4 . ~ I Insun: c:ach Individu211oan:1. i 
I It IS jmperative lhat a oatlon,;r,l 1cyd ~ 

I ..... orkin~ group eompnsing experts It 
(rom the private 2nd public seeton. Inc lz 

I construction and finano: fields.. tne ~ 
I k1lslalon .nd the e:tcculor.s be set up d 

10 look into all asp:cts of housin&. p 
: review 1.11 X=r;lsl.::ltion haVing any im- c: 

pact on houslOg Including tax legis- <: 
, I::ItIO:1. zs..scz.s the <:UC'T'Cnt houslOg de-
. liycry s'Istcm u wci! ::IS thl! housing 11' 

: fin.::lnce structure ~nd (0 finally come ... 

l
out wllh n:commend.::lt1ons ..... h-tch will ... 
hd\: us t:1ck.k: the problem on ,J ~ tr: 

~ foctlot:,. If ..... e I!.n: $Crious :;tbout bUIld-
in~ uo • ~:ncm cap:;tblc of de::hvc-ong ~ 
a(foru:l.ble: houslnl 10 thc lo""'C't' and .. 
middle ineome grouos then we must c1 
h:r.vc: a n.::ll"d look .::Il wh:r.t IS dnvtng up n 
tne: poo: of onc o( the most imc-orunt a 
components of hou~ing COsts In urb:Jn a 
qmu.-l.::lnd. A lhor'Qu'&,h ~mp ofthc 0 
Urb:ln und edhng lC1d RC1,ui::zuon u 
A....1 (Vel.) is nece=..:u-y to m::1i:t: rt b 
p:m:tK:lbll! :and e:Ulty imOleml!nuble. II' 
As things "It:lnd lod..:ly. Ihouunds of 

finance indivldu.. .. Jt dim:tly but USlSLS For the provident funds. .... h~ dc:zl 
the st.ate lcovel housin, bo.::Irds ;znd ::I(\C:X 'Stith the life UV1nu of the ul.::tnc:l c::!J.U 
coopcr::zUvc: housln, finll"'K'l." S'X"letl~ lnd h.::l.ve in Lh::l( s.cnse 1 fidueiuy du~y 

hCCt:lrt:"'1 of bod in urb:-2n lrc:u lie a 
iro7cn due to urdy implemconutlon of 
the: lJLC Act. P 

~ 

Th.c W(lrr.ing 1:routi should ~Ij.o !! 
Toud public !oCC1o<oull.ly in hou!.in~ towvd1lhe1t mcmbcn. to invat in the: 

hll been f::llltnc 21 .. p(opemon r:f tnt.:ll pani o( mO("1.9IC$ "riVn::llcd by , • I d :1 ('x2mine the {on:dosun: I.::IW1 1$ pr.lC- (l 
public ~tOrLnvc:sttn('nt frnm ::ZOou: 16 pnlTMry en t':( or to OUn::h..:z.3C these f~ th USA d If 
p:r cent in the:' Fit'll MY,," Y\-.lr 1'1.1n to l(1.;In1 <lulntht ~l.Ild n:quirc consider. II 10 e. • 1n S~!.&esl:P-
I 6 h S' h P1 bl lid • h d (the prnpo:ltC' Icglsl:l.t1on to be Inlroduced at 
• pet o:n( In I C' Il.t :In. 1 t! ':0,0 I el'lO:: In t .: :soun nas.o __ .-! in lndie. sincoe::ln effective: m«hanism 0 
The tigun:.s reg..ardlng hou·ung Sh'JC1- I • 1 to "iI::l! with dclinQu.:neics (orms the I 

:li': 2n: only (00 ~n \.no .... " ::Inu yet no 
comDt""Chcnl.l ve pUn of .a<:Uon k"Cms to I b::z("xhnne of ,J stron<& hausln, lin::lnee l 

h.::lY"C been rormui..:uC'd 10 I~xle:: Ihis : 1y:ll.Cm CT'loCOCTID-Uun( oo(h the p-n.m.a..ry ~ 
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ANNEX 5 

Debt Service Capability 

India's long standing policy of selective and cautious use of borrowing 
has prevented the emergence of severe debt servicing problems. In this 
regard, Indian policy makers are acutely aware of the debt servicing 
crises experienced by other developing countries in recent years and from 
all evidence are, determined to avoid this type of problem. 

The major change in India's financing of external debt in the medium term 
will be the continued rise in commercial borrowing and the decline of 
concessional assistance. India's credit rating, which is good and will 
likely remain strong, should' provide it with the required access to 
international capital markets for commercial borrowings. Government of 
India (GOI) is aware of the higher debt servicing associated with larger 
borrowings in commercial markets and therefore will seek to contain debt 
service ratio within manageble limits, reportedly around 20%, by keeping 
close watch and control over future commercial borrowings. Housing 
Guaranty borrowing under current market conditions is advantageous 
vis-a-vis alternative non-concessiona1 sources of funds. 

Tables IA through IC show India's debt service ratio from 1974-75 to 
1983-84 and estimates from 1984-85 to 1989-9ol1. The estimates show a 
rapidly rising debt service ratio through 1986-87 and then a stabilizing 
of the ratio through the end of the decade. The short term situation 
will'be readily manageable; the medium term, difficult but nevertheless 
manageable. The GOr's economic survey for 1985-86 acknowledges that the 
improvement in the balance of payment situation was contributed to 
several factors such as (i) successful import substitution, in bulk import 
items, (ii) continued buoyancy in remittances from Indian workers abroad 
and deposits of non-residents despite the recession in the oil exporting 
countries of the Middle East, (iii) a sizeable fall in unit values of 
some bulk import items during the later part of the period, and (iv) 
relatively larger borrowings from the rMF (US$4.9 billion) and commercial 
markets (US$5.5 billion) to boost its capital account. These factors 
helped India to end the Sixth Plan period with a relatively small current 
account deficit (1.1% of GDP) and a low debt service ratio (15.0%) in 
1984-85 despite disappointingly low export performance (4.5% per annum in 
volume) and a signifivant liberalization in the import of capital goods, 
raw materials and manufactured components (volume growth of about 9.0% 
per annum). The GOr is aware that these factors are unlikely to operate, 
at least to the same extent, in the Seventh Plan period (1985-90). 

l! Data of these tables were obtained mainly from World Bank/India and 
GOr sources. 
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India is entering the Seventh Plan period with relatively limited scope 
for further import substitution in crude oil and other bulk import items; 
lower concessional aid flows; higher debt service obligations to service 
IMF and commercial borrowings contracted during the Sixth Plan; a 
deepening recession in the oil exporting countries of the Middle East 
that is likely to curtail both remittances and Indian exports to the 
region and finally, growing protectionism among India's trading 
partners. On the brighter side, there are strong indications that crude 
oil prices are not likely to increase in real terms, at least in the next 
few years. This combined with projected decline in import prices of 
edible oils and relatively mild escalation in prices of India's other 
bulk import items will improve India's terms of trade during the Seventh 
Plan period. Moreover, interest rates are projected to decline slightly 
or at worse stabilize at current levels. However, the most encouraging 
positive development that could bolster the chances of meeting the 
foreign exchange requirements of the Seventh Plan is the recent changes 
in Government policy towards trade and industrial policy. On balance 
this adds up to a somewhat uncertain and uncomfortable outlook for the 
balance of payments over the medium term. An acceleration of exports is 
critical to limiting the debt service ratio and avoiding import 
restrictions and regulations over the medium term. However, current 
evidence suggests that exports earnings will not rise sufficiently to 
maintain the current debt service ratio. 

The government, as part of the SOR 5.0 billion loan in 1981; worked out 
with the ~und an adjustment strategy that it hoped would allow the 
economy to integrate the higher oil prices while not sacrificing economic 
growth. The crux of the strategy was first to open up the highlY 
protected Indian market to more imports of intermediate and capital goods 
as well as foreign investment and technology. It was hoped that the 
influx of foreign equipment and know-how would, over the medium term, 
make Indian industry more efficient and ~nergize the stagnant export 
sector. At the same time, the Government launched an investment program 
of $6-7 billion over five years ai~ed at greatly expanding domestic oil 
production. (In 1979-80 when oil prices were hiked, more than 
three-quarters of India's export earnings were being used to pay its oil 
import bill.) 

So far the second part of the strategy has been far more successful than 
the first. Oomestic production of crude oil almost tripled and net oil 
imports as a percentage of-net non-oil exports declined from 80% in 
1980-81 to only 36% in 1984-85. The share of crude oil in India's total 
imports declined from 42% in 1980-81 to 20% in 1985-86. In fact, the 
improvement in the oil import account has been sufficient to contain the 
current account deficit to $1,903 million in 1984-85 or about 1.1% of GOP. 

The current account balance/GOP ratio is projected at 1.6% in the Seventh 
Plan period. As a result of the import SUbstitution strategy, 
merchandize imports were reduced from 10% of GOP in 1980-81 to 7.3% in 
1984-85. The Sevehth Plan (1985-90) projects this ratio to drop to about 

• 
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7% by 1989-90. The primary factor contributing to this projected decline 
in Import/GDP ratio is the anticipated slower growth in non-bulk imports, 
6.9% compared to 9.0% in the Sixth Plan period. On the capital account, 
the ,balance of payments was bolstered by a continuing flow of remittances 
and a significant increase in deposits from Indians residing abroad which 
are estimated to reach .$1.4 billion in 1985-86 from an annual .rate of 
.$524 million between 1982-83 and 1984-85. In view of the uncertain 
conditions in Gulf countries, these deposits are anticipated to stabilize 
around $750 million per annum. 

The following table shows the decline in India's trade deficit over the 
past several years in millions of dollars. 

Year Imports Exports Deficit 
{includes net (excludes oil) 
oil imports) 

1980-81 15,892 8,332 7,560 
1981-82 15,333 8,477 6,856 
1982-83 14,385 8,386 5,999 
1983-84 14,360 8,667 5,693 
1984-85(Est.)13,398 8,931 4,467 
1985-86(Est.)14,400 9,159 5,241 

To a certain extent the appreciation of the US dollar relative to the 
Indian rupee has limited the growth of export earnings in dollar terms. 
According to the GOI Economic Survey (1985-86), the export and import 
growth rates achieved during the Sixth Plan period are as given below: 

Rupee 
SDR 
U.S. Dollar 

Exports 

12.5 
9.6 
4.2 

Imports 

13.3 
10.5 
5.0 

_ More fundamentally, however, India's export performance is a reflection 
. of the high cost and relatively low quality of many Indian manufacturer 

exports. An additional factor has been the international recession, 
which reduced demand for many primary products and increased competition 

• in areas where Indian exporters of manufactured goods had hoped to build 
a market presence. 
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A substantial increase in domestic oil production and relatively soft 
international oil prices were the main factors which accounted for the 
reduction in the trade deficit. Oil production rose by over 170% from 
10.5 million metric tons in 1980-81 to 29 million metric tones in 1984-85 
and estimated 29.9 million metric tones in 1985-86. Beginning,from 
1981-82, about 17.3 million metric tons of crude had been exported until 
1984-85; such exports will continue until all the country's refineries 
have been retrofitted to process Indian oil. Such exports declined to 
0.5 million MT in 1985-86 and are expected to disappear in the near 
future. 

The following table shows the impact of increased domestic production of 
crude oil (POL) on India's foreign trade. 

, 

Year Net POL ImEorts Net POL Imports .Net POL imports 
Quantlty Value as as 
(Million MT) ($ million) of non-POL Exports % of Domestic 

(%) Availability i.e. 
Production plus 
Imports (%) 

. 1982-83 16.6 4,717 56.2 24.1 

1983-84 13.3 3.490 40.3 18.4 

1984-85{Est.) 12.4 3.213 36.0 16.6 

1985-86 (Est) 17.9 4,195 45.8 20.5 

Despite these improvements, the medium term outlook for the balance of 
payments continues to be uncertain. Growth of non-oil exports, as shown in 
the table on trade deficit, has been virtually stagnant; the estimated 1985-86 
level was only 10% higher than the 1980-81 level. Both the Government and 
many Indian businessmen acknowledge that Indian manufactured products have 
difficulty competing successfully in overseas markets. The key obstacle to 
export growth continves to be the trade and industrial environment. There is 
wide spread agreement that the basic reason for the poor past performance has 
been the inward looking economic strategy pursued. This resulted in operating 
in a highly protected environment which placed a premium on domestic sales and 
relatively poor profitability of export sales. Moreover, the security of 
production within protected markets have caused Indian firms to place 
inadequate emphasis on quality and innovation, factors that are essential to 
maintaining, international competitiveness. Also, it now appears that foreign 
assistance on concessional terms will not increase during the coming years. 
Thus, unless India can increase its hard currency export earnings it will have 
to turn increasingly, as it already has begun to do, to commercial loans on 
harder terms for financing the rising flow of high technology imported capital 
goods needed during the second half of the eighties. 
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The significance of non-factor services and current transfers in 
India's balance of payments has increased very rapidly over the last 
decade. The share of the net receipts from non-factor services and 
transfer payments have increased from 14.3% of total merchandise 
imports in 1975/75 to about 25% in 1983/84, their share in GOP more 
than doubled during the same period from 0.9% in 1975-76 to 1.9% in 
1983-84. An important component of non-factor service receipts is 
earnings from tourism (38%) and other miscellaneous receipts (44%). 
Almost all of the net current transfer receipts (US$ 2.4 billion in 
1984/85) are from workers' remittances. The Seventh Plan projects a 
modest increase in both net non-factor service receipts and transfer 
payments over the next five years. The net tourism receipts is 
expected to grow at an average annual rate of 12% in nominal terms 
from an estimated 1984/85 level of US$l.l billion. 

The prospects for maintaining current real level of workers 
remittances in the medium term looks uncertain, given the recent sharp 
decline in oil prices which is bound to result in a drastic cut in 
economic activity in the a labor importing countries of the Middle 
East. Although India may still fare better compared to some other 
labor exporting countries, it is highly unlikely that the Seventh 
Plan's assumption of a constant real growth in transfer payments 
during the Seventh Plan period could be achieved. Uncertainty about 
pertroleum prices and related development in the Middle East make 
projection of remittances almost equallr uncertain. 

On the receipt side, net concessiona1 aid disbursements declined from 
$2,523 million (IDA, 652; Multilateral, 718; Bilateral, 651; 
Grants, 502) in 1980-81 to $1,646 million in 1981-82, $2,025 million 
in 1982-83 and to estimated $1,752 million in 1985-86. At present the 
World Bank accounts for more than half of gross aid flows. The IDA 
commitments have been consitently declining during eighties: $1,948 
million in 1980-81, $1,388 million in 1981-82, $776-mi1lion in 1982-83 
and $572 million in 1983-84. While the hard loan window of the World 
Bank will offset the decline in IDA commitment, the stiffer loan terms 
(20 years at near market rates) would cause concessional aid flows to 
decline. The terms of aid from bilateral as well as multilateral 

- sources have hardened during 1980-81 to 1983-84: the amount of 
bilateral grants and its share in total bilateral aid declined. The 
deterioration was steeper in case of multilateral sources. 

A source of strength to the balance of payments in recent years has 
been the willingness of Indians residing abroad to hold their savings 
in the form of deposits in Indian banks denominated in rupees, dollars 
or sterling. To encourage these flows the GOI has placed a 2% 
interest premium on hard currency deposits by non-resident Indians 
-over other domestic deposits and has guaranteed their convertibility 
without exchange risk. Thus a non-resident Indian can earn 13% 
annually on a 5 year certificate of deposit. While this rate of 
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interest is higher than that India pays to the commercial banks some 
observers believe the advantage of the non-resident deposits is that 
there is a strong possibility that they may not be repatriated for 
many years. Nevertheless it must,also be recognized that these flows 
are sensitive to the level of interest rates elsewhere, principally in 
Europe and the U.S. If interest rates abroad were to go up, the GOI 
would have to match the increases or risk having the flow of 
non-resident deposit dry up. These deposits went up from $174 
million in 1981-82, to $434 million in 1982~83 and to an estimated 
$1,380 million in 1985-86. They have thus contributed significantly 
to improve the capital account. However, in view of the uncertain 
conditions in Gulf Countries, these deposits had declined to $ 400 
million in 1984-85 and may now stablize only around $750 million per 
annum in late eighties. 

An increasingly important source of external funds is commercial 
borrowings and supplier credits. Though these are for shorter terms 
and considerably costlier than normal sources, the drying up of 
concessional aid makes some additional recourse to commercial 
borrowings inevitable. Total commitments of commercial loans 
including supplier credits increased from $1,102 million in 1980-81 to 
$2,104 million in 1982-83, $1,052 million in 1983-84, and an estimated 
$617 million in 1984-85. The bulge in commitments during 1982-83 
occured because of large borrowings to fiQance capital equipment for. 
the Oil and Natural Gas Commission, the Rihand Thermal Power Project, 
and Air India. Disbursements of commercial loans were substantially 
less than commitments. They amounted to $285 million in 1980-81, $585 
million in 1982-83, and $789 million in 1983-84. In view of the 
resource constraints and the requirement of the private sector, the 
commitments are estimated to increase to $11.5 billion in the Seventh 
Plan period. However, the GOI approach in this regard will be 
cautious because of the GOI policy to keep the debt service ratio 

'within manageable limits. 

As a result of.increased pressures on the balance of payments because 
of the 1979 oil price increase, India obtained a 3-year SDR 5 billion 
loan from IMF in November 1981. Of this amount" India drew SDR 600 
million in 1981··82, SDR 1,800 million in 1982-83, and SDR 1,500 
million in 1983-84, for a total of SDR 3,900 million. Prompted by the 
decline in India's trade deficit over the past several years, India 
did not borrow the balance of SDR 1.1 billion and terminated the 
agreement in May 1984. There were good policy reasons for adopting 
this course. Chief among them was the fact that given the improvement 
in the current account, the final SDR 1.1 billion tranche of the IMF 
would buy little, if any, additional policy latitude for the Gor over 
the next year or two, but would increase the debt service burden in 
the late 1980's. 
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Gross foreign exchange reserves, excluding gold holdings, are 
estimated to increase from $ 4,966 million in 1982-83 to $ 5,847 
million in 1983-84, $ 6,111 million in 1984-85, and $6,670 million in 
1985-86 sufficient to cover about 5 1/2 months of imports. However, 
India officially values its gold holdings at only SDR 35,000 per 
ounce. If this were increased to the current market price, total 
reserves would cover 8 months of imports. 

In sum, the preceeding analysis shows that final tranche of the 
Housing Guaranty loan would be advantageous to India's debt service 
situation. The interest charge will be less than for funds it would 
otherwise borrow from commercial sources in the coming year. The 
underlying premise is that India will continue to show discipline in 
borrowing from international capital markets and coincidentally 
continue to maintain its excellent credit rating. In so far as the 
past is an indicator of future performance, there is no evidence to 
indicate India will behave differently. 

Tables on Pages 8 thru 11 
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Year 

(1) 

a) Actuals 

1974-75 
1975-75 
1975-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 

b) Estimates 

1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
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Table l-A 

India's Debt Service Ratio: 
Receipts & Payments, IFY 1975 - 1990 

Debt Service 
Ratio (%) 

(4)xl00 
(3) 

(2) 

14.9 
12.0 
14.2 
12.5 
11.1 
8.2 
7.0 
7.9 
9.9 

12.4 

15.0 
17.5 
20.9 
21.4 
21.5 
20.3 

Receipts on 
Current alc 
($ million) 

(3) 

4,950 
5,277 
7,715 
9,128 

10,057 
12,551 
15,081 
14,424 
14,256 
14,740 

14,705 
15,179 
15,623 
18,689 
21,053 
23,939 

Payment 
(Principal + 
Interest) 
($ million) 

(4 ) 

737 
754 

1,093 
1,148 
1,113 
1,033 
1,063 
1,142 
1,405 
1,833 

2,205 
2,675 
3,481 
3,998 
4,529 
4,861 
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Table l-B 

Breakdown of ReceiEts on Current AIC 
By its ComEonents: IFY 1975 - 1990 

($ million) 

EXEorts 
Merchand- Non-factor Total Factor Current Total 

Year dise Services. Exports Income Transfers Receipts 
(2)+(3) (4)+(5)-(6) 

(1) (2) (3 ) (4 ) (5) (6) (7j 

• 
a) Actuals 

1974-75 3,987 578 4,565 . 118 277 4,960 
1975-76 4,828 825 5,653 134 490 6,277 
1976-77 5,742 1,057 6,799 209 707 7,715 
1977-78 6,345 1,384 7,729 311 1,088 9,128 
1978-79 6,679 1,607 8,376 478 1,203 10,057 
1979-80 7,679 2,304 9,983 796 1,872 12,651 
1980-81 8,332 2,880 11 ,212 1,083 2,786 15,081 
1981-82 8,477 2,697 11 ,174 912 2,338 14,424 
1982-83 8,386 2,819 11 ,205 525 2,526 14,256 
1983-84 8,667 2,940 11 ,607 546 2,587 14,740 

b) Estimates 

1984-85 8,931 2,781 11 ,712 614 2,379 14,705 
1985-86 9,159 . 2,999 12,159 642 2,379 15,179 
1986-87 10,527 3,430 13,957 567 2,099 16,623 
1987-88 12,124 3,915 16,039 551 2,099 18,689 
1988-89 14,013 4,478 18,491 463 2,099 21,053 
1989-90 16,274 5,139 21,413 427 2,099 23,939 

Note: Sum of relevant flgures may not exactly add to total due to rounding. 

• 



, 

ANNEX 5 Page 10 
• . , 

Table l-C 

Breakdown of Interest Payments and Re~axments 
By Its ComEonents: tFY 1975 - 1990 

($ million! 

ReEalments Interest Payments Total 
Payments 

Year IMF Excl. Total IMF Excl. Total 
IMF (2)+(3) IMF (4)+(7) 

(ll (2) .( 3) (4) (5) (6) (7) ( 8) 

a) Actuals 

1974-75 484 484 NA NA 253 737 
1975-76 503 503 NA NA 251 754 
1975-77 337 491 828 NA .NA 265 1,093 
1977-78 330 527 857 NA NA 291 1,148 
1978-79 158 603 761 NA NA 352 1,113 
1979-80 646 646 NA NA 387 1,033 
1980-81 678 678 NA NA - 385 1,063 
1981-82 650 650 NA NA 49211 1,142 
1982-83 677 677 121 472 72~ 1,405 
1983-84 70 738 808 ... 307 550 1 020 1,833 
1984-85 134 826 960 424 632 1 :24sl1 2,205 

b) Estimates 

1985-86 262 1,024 1,286 395 788 1,39ol! 2,676 
1986-87 592 1,373 1,965 375 898 1 5161/ 3,481 
1987-88 898 1,524 2,422 304 993 1 :576l! 3,998 
1988-89 1,024 1,837 2,861 253 1,100 1,66W 4,529 

l! & ~ 
1989-90 900 2,101 3,001 178 1 ,217 1,860 4,861 

.!J Include interest payments on Non-resident deposits (all figures in $ 
million): 115 in 1981-82, 135 in 1982-83, .168 in 1983-84, 189 in 
1984-85·, 207 in 1985-86, 243 in 1986-87, .279 in 1987-88, 315 in 1988-89, 
and 351 in 1989-90. 

~ Include $114 million on gapfi11 category (Interest on gapfi11 
disbursements estimated at $1,341 million in 1988-89). 
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Table II 

India's Balance of Payment 
($ million) 

Actuals Estimates/Projections 
198~-8:3 1983-84 1984-85 1985-86 1989-90 

l. Exports (f.o.b.) 8,386 8,667 8,931 9,159 16,274 
Of which, 
Primary Exports 2,536 2,480 2,239 1,885 3,399 
Agricultural Products 2,053 2,002 1,780 1,409 2,666 
Manufactured Exports 5,503 5,899 6,1.67 7,274 12,875 

2. Imports (c.i.f.) 14,385 14,360 13,398 14,400 22,271 
Of which, 
Edible Oils 412 525 698 589 718 
POL 4,717 3,490 3,213 4,195 3,862 
Fertil izer 384 476 1,530 1,285 2,760 
Capital Goods 2,672 2,748 2,202 2,836 4,716 

3. Trade Balance -5,999 -5,693 -4,467 -5,241 -5,997 
4. Non-Factor Services (Net) 935 1,059 1,031 946 1,852 
5. Exports 2,819 2,940 2,781 2,999 5,139 
6. Imports 1 ,884 1,881 1,750 2,053 3,287 
7. Resource Balance -5,064 -4,634 -3,436 -4,295 -4,145 
8. Net Factor Income -255 -714 -819 -946 1,694 
9. Factor Receipts 525 546 614 642 427 

10. Factor Payments -780 -1,250 -1,443 -1,587 -2,121 
11. Net Current Transfers 2,504 .2,570 2,352 2,352 2,045 
12. Transfer Receipts 2,526 2,587 2,379 2,379 2,099 
13. Transfer Payments -22 -17 -27 -27 -54 
14. CURRENT BALANCE -2,816 -2,778 -1,903 -2,888 -3,794 

CAPITAL INFLOWS-
15. Direct Investment 65 63 62 63 82 
16. Grant 353 294 328 379 367 
17. Loans (Net) 1,752 '1 ,915 2,049 2,218 2,513 
18. Disbursements 2,429 2,553 2,875 3,242 4,613 
19. Repayments -677 -738 -825 -1,024 -2,101 
20. Gap Fill 0 -0. 0 0 2,089 
2l. Non-Resident Deposits 434 738 399 1,380 750 
22. Capital Flows NEI -1,454 -147 -748 -330 -567 
23. Errors and Omissions 210 -474 0 0 0 
24. Change in Reserves -505 -881 -263 -560 -541 
25. Net Credit from IMF 1,960 1,271 76 -262 -900 
26. Purchases 1,960 1,341 210 0 0 
27. Repurchases 0 -70 -134 -262 -900 
28. Gross reserves at Year End 4,966 5,847 6,111 6.,670 5,568 

Note: Oetai 1 s on "Gapfi 11" (projected item 20): 

1988-89 1989-90 

Oisbursement 1,341 2;090 
Repayment 
Interest -114 
Cumulative Net Gapfill 1,341 -3,431 
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