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CHAPTER - 5

INSTITUTIONAL PERFORMANCE

A.  Housing Finance Companies

5.1 The Housing Finance Companies {HFCs) have stepped up their lending
over the years contributing significantly to the growth of the housing sector, however
they are still far from realising their full potential. Their strength lies in their
specialised set of skills in lending exclusively for housing. The performance of the
HFCs in recent years has been overshadowed by the competing banking sector
with aggressive lending abilities, the relatively high cost of funds, higher regulatory
capital requirement and lower degree of penetration in terms of geographical
presence and market segments of the HFCs.

5.2 The sources of funds of HFCs include public deposits (which are subject to
the regulatory stipulations of NHB), institutional borrowings (from banks etc.),
refinance from NHB and their own capital. Most institutions are struggling with
low capital adequacy ratio. There are limitations on the capacity of HFCs to raise
long-term resources at reasonable cost. In the absence of access to such long-term
funds, HFCs often resort to short-term borrowings to support their long-term
lending operations resulting in mismatch that requires efficient asset-liability
management. NHB has issued directions for the asset-liability management for the
HFCs as part of the risk management measure.

5.3 Though the sector has been witnessing increased competition, there is scope
for contribution from all institutions active in housing finance. Cost of funds
notwithstanding, efficient customer servicing is emerging as the cutting edge in
the industry. The sector has witnessed increased awareness among the borrower
community about the industry practices and there are increased expectations about
transparency and information disclosures from the perspective of depositors as
well as borrowers. With these developments, the market is expected to mature
further with the businesses becoming more robust and stable. The housing finance
companies have also been resorting to securitisation as a measure to improve their
liquidity, capital adequacy, and better asset-liability management. As a funding
source, the HFCs have availed refinance from NHB, mostly under the Liberalised
Refinance Scheme (introduced by NHB with effect from April 2002) customized to
the market demand.

5.4 The refinance availed by HFCs during the year 2003-04 from NHB at
Rs.1845.86 crore recorded a nominal increase of 4.5 per cent. The market share of
the HFCs registered a decline with their total disbursements accounting for 38.87
per cent, during the year 2003-04 as compared to 43.09 per cent during the
year 2002-03.
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Financial Indicators of HFCs
5.5 All HFCs, in existence as on June 12, 2000 or established thereafter, are
required to obtain a certificate of registration from the NHB for carrying on housing
finance business. Till June 30, 2004, NHB had registered 45 HFCs, of which 24 were
permitted to accept public deposits. However, some of these HFCs, which have
been given a certificate of registration without permission to accept public deposits,
still hold some public deposits which they had accepted earlier and are required
to repay these deposits on maturity.

5.6 The data and the analysis thereof in this Chapter are based on the information
furnished by the HFCs registered with NHB. The important financial indicators of
the HFCs as on March 31, 2004 are given in table 5.1.

Table 5.1: Important Financial Indicators of HFCs

(Rs. Crore)

Type Outstanding as on 31st March

2002 2003 Growth % 2004 Growth %

Paid up capital* 2322.04 2761.77 18.94 2941.31 6.50

Free Reserves 4612.46 5476.73 18.74 6255.67 14.22

Net Owned Fund (NOF) 6733.23 7757.93 15.22 8565.27 10.41

Public Deposits 11268.18 12760.32 13.24 13534.71 6.07

Housing Loans 41843.65 49237.97 17.67 59111.44 20.05

Source: Annual returns submitted by HFCs to  NHB  
*Including preference shares which are compulsorily convertible into equity.

NOF  = (a) the aggregate of paid up capital and free reserves reduced by accumulated losses, deferred revenue
expenditure and other tangible assets,  minus

(b) amounts representing investments in shares of its subsidiaries, companies of the same group and
other housing finance companies, book value of debentures, bonds outstanding loans, and advances
made to and deposits with subsidiaries and with companies of the same group; to the extent such
amount exceeds ten percent of  (a)

Mobilisation of Funds

5.7 The net owned funds of these 45 HFCs registered an increase of 10.41 per
cent from Rs.7,757.93 crore as on March 31, 2003 to Rs.8,565.27 crore as on March
31, 2004. The paid-up capital of these HFCs (including the preference share capital
which is compulsorily convertible into equity) increased from Rs.2,761.77 crore to
Rs.2,941.31 crore during the same period. The HFCs could not sustain the growth
rate in mobilisation of share capital and public deposits during the year 2003-04 as
compared to the year 2002-03.

5.8  The total outstanding public deposits with these HFCs have increased from
Rs.12,760.32 crore as on 31st March, 2003 to Rs.13,534.71 crore as on March 31, 2004,
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recording a growth of 6.07 per cent which is significantly lower than the growth of
13.24 percent witnessed during the corresponding period last year.

5.9  However, the outstanding housing loans in respect of HFCs have increased
by 20.05 percent during the year 2003-04 as compared to the growth of 17.67 percent
during 2002-03.

Classification of Public Deposits

Classification based on size of deposits

5.10 The size-wise details of public deposits outstanding at the end of each of
the last three years are given in Table 5.2. The share of public deposits of over
Rs.1,00,000 accounted for 67.92 per cent of the total deposits as on March 31, 2004,
as against 58.53 percent as on March 31, 2003.

Table 5.2: Size-wise public deposits with all reporting HFCs

(Rs. Crore)

         Outstanding public deposits as on 31st March

2002 2003 2004

               
Size

Amount % Amount % Amount %

Upto Rs. 5,000 53.55 0.47 45.64 0.36 37.50 0.28

Rs. 5,001 to Rs. 10,000 467.13 4.15 291.64 2.29 249.35 1.84

Rs. 10,001 to Rs. 25,000 1240.28 11.01 1184.96 9.29 1052.46 7.78

Rs. 25,001 to Rs. 50,000 1808.71 16.05 1936.18 15.17 1818.06 13.43

Rs. 50,001 to Rs. 1,00,000 1313.09 11.65 1832.59 14.36 1184.17 8.75

Over  Rs. 1,00,000 6385.42 56.67 7469.31 58.53 9193.17 67.92

            Total 11268.18 100.00 12760.32 100.00 13534.71 100.00

Source: Annual returns submitted by HFCs to NHB   

Classification based on Interest rate

5.11 The interest rate-wise classification of deposits outstanding with all the
registered HFCs is given in Table 5.3. HFCs still have sizeable amount of deposits
in the interest rate range of 9% to 11%. The HFCs are at a disadvantage in this
regard as they would not be in a position to compete in the market while lending
these funds since the market interest rates are around 8%. Unless the  HFCs reduce
the cost of funds, their competitive strength and operating results will continue to
be adversely affected.  Every effort has to be made by the HFCs to restructure their
liabilities and bring down their average cost of funds in order to improve their
balance sheet.
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 Table 5.3: Interest rate-wise public deposits of all reporting HFCs
(Rs. crore)

Outstanding public deposits as on 31st March

Rate of interest
(Rate per annum)

2002 2003 2004

Amount % Amount % Amount %

Below 6% 8.74 0.08 8.94 0.07 172.22 1.27

6% to below 9% 548.38 4.87 3648.43 28.59 6630.96 48.99

9 % to below 11% 6990.08 62.03 6531.46 51.19 4740.91 35.03

11% to below 13% 2994.91 26.58 2108.32 16.52 1671.61 12.35

13% or more 726.07 6.44 463.17 3.63 319.01 2.36

        Total 11268.18 100.00 12760.32 100.00 13534.71 100.00

Source: Annual returns available with NHB
Classification based on maturity of deposits

5.12 Maturity-wise classification of public deposits indicates the depositors’
preference for maturity period of 24 to 48 months. However, the share of these
deposits has been showing a declining trend during the last three years as may be
observed from Table 5.4. Significant increase has been witnessed in the category of
deposits of 84 months’ and more.

Table 5.4: Maturity-wise public deposits with all reporting HFCs
(Rs. crore)

 

Maturity period

                       Outstanding public deposits as on 31st March

 2002 2003 2004

 Amount % Amount % Amount %

Less than 12 months 9.55 0.09 1.68 0.01 16.91 0.12

12 months or more but 871.37 7.73 785.10 6.15 872.38 6.45
less than 24 months 

24 months or more but 5553.14 49.28 5799.53 45.45 5455.86 40.31
less than 48 months 

48 months or more but 192.06 1.70 499.37 3.91 248.49 1.84
less than 60 months 

60 months 2510.03 22.28 2520.14 19.75 2367.94 17.50

More than 60 months but 617.53 5.48 743.83 5.83 760.69 5.62
less than 84 months 

84 months 926.27 8.22 1224.66 9.60 1802.67 13.32
 

More than 84 months 588.23 5.22 1186.01 9.30 2009.77 14.84

               Total 11268.18 100.00 12760.32 100.00 13534.71 100.00
Source: Annual returns, NHB-2003-04
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Borrowings and other deposits (excluding public deposits)
5.13  The aggregate outstanding borrowings of HFCs as on March 31, 2004 were
Rs.57,871 crore as compared to Rs.46,981 crore as on March 31, 2003 showing an
increase of 23.18 per cent over previous year. Of these outstanding borrowings,
borrowings from the banking system constituted 44.7% amounting to Rs.25,876
crore as on March 31, 2004.

 Refinance Availed from NHB
 5.14 The HFCs availed refinance of Rs.1,845.86 crore from NHB during the year
2003-04 as against Rs.1,766.69 crore during the year 2002-03.

Housing Loans

Size-wise Loan Disbursal
5.15  The housing loans up to Rs. 3 lacs, which formed 40.2 per cent of the total
loans disbursed by the HFCs during 2001-02, reduced to 32.4 per cent of the total
loans disbursed during 2002-03.This further reduced to 27.7 per cent during 2003-
04. In fact, housing loans above Rs.10 lacs increased from Rs.1,749.89 crore during
2002-03 to Rs.2,663.94 crore during 2003-04. They accounted for 25.1 per cent of the
loans disbursed during 2003-04 (Table 5.5).

Table 5.5: Size-wise Disbursement of Housing Loans by HFCs

(Rs. In crore)

Size of Housing Loan (Rs.) Data received from 20 major HFCs*

2002-2003 2003-2004

Less than 50,000 15.72 16.26
(0.2%) (0.2%)

50,001 – 1,00,000 147.80 507.82
(1.7%) (4.8%)

1,00,001 – 3,00,000 2675.61 2409.62
(30.5%) (22.7%)

3,00,001 – 5,00,000 2164.48 2358.98
(24.7%) (22.2%)

5,00,001 – 10,00,000 2023.90 2652.84
(23.0%) (25.0%)

Above Rs. 10,00,000 1749.89 2663.94
(19.9%) (25.1%)

Total 8777.40 10609.50
(100.0) (100.0)

Source: Annual returns submitted by HFCs to  NHB         * Excluding HUDCO
                Figures in parenthesis indicate percentage share
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5.16 The size-wise disbursement of Housing Loans by HFCs in the last two years
is presented in Chart 5.1.

5.17 The aggregate outstanding housing loans of HFCs, which were Rs.49,237.97
crore as on March 31, 2003 increased by 20.1 per cent and stood at Rs.59,111.44
crore as on March 31, 2004. A trend based on the data received from HFCs, indicates
that the loans in the term period above 7 years, which formed 66.5 per cent of the
total housing loans outstanding as on March 31, 2003, decreased to 59.9 per cent as
on March 31, 2004. The term-wise Outstanding Housing Loans by HFCs in the
previous two years are presented in Table 5.6.

Table 5.6: Term-wise Housing Loans outstanding by HFCs

(Rs. crore)

Term of Housing Loan 2002-2003 2003-2004

Upto 1 year 2695.31        (5.5%) 4089.14           (6.9%)

1 to 3 years 4670.82        (9.5%) 7849.98         (13.3%)

3 to 5 years 4510.48        (9.1%) 6839.28         (11.6%)

5 to 7 years 4620.91        (9.4%) 4910.42           (8.3%)

Above 7 years 32740.45    (66.5%) 35422.62       (59.9%)

Total 49237.97   (100.0%) 59111.44       (100.0%)

Source: Annual returns submitted by HFCs to  NHB
               Figures in parenthesis indicate percentage share

5.18 At the end of March 2002, the outstanding housing loans of HFCs amounted
to 6.2 times their net owned funds. This proportion increased to 6.35 by the end of
March, 2003 and further increased to 6.90 by March 31, 2004.
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Other loans and advances

5.19 Other loans and advances outstanding of HFCs were Rs.15,846.57 crore as
on March 31, 2004 as compared to the corresponding figure of Rs.13,357.94 crore as
on March 31, 2003. These loans and advances mainly included urban and
infrastructure development loans disbursed by HUDCO.

Investments

5.20 Aggregate investments of HFCs stood at Rs.5,845.71 crore as on March 31,
2004 as against Rs.6,516.66crore as on March 31, 2003.

B. Scheduled Commercial Banks

5.21 The outreach of housing finance has increased manifold due to the emergence
of new players in the market such as Schedule Commercial Banks (SCBs). They
have created a new scenario in retail lending like never before. With growing
competition in the market, a variety of options and choices have become available
to the borrowers. The expansion in the market has the potential of overheating the
sector and therefore needs to be closely followed and monitored particularly when
the prices in the real sector appear to rise dramatically in a short time. The focus
has to be on the long-term stability of the sector and sustainability of the housing
finance activities.

5.22 SCBs, despite being late entrants in the field, have surpassed the total
lendings done by the HFCs over the past few years. The share of banks has increased
from about 37 percent to about 61 percent of the housing loan market over the two
year period viz. 2002-2004. About 47 percent of the total retail loans by SCBs are
housing loans and net NPAs as percentage of outstanding loans is the least (1.4%)
in the case of housing loans (Table 5.7)

Table 5.7: Retail portfolio of banks as at end of March’ 04

Amount Impaired Net NPAs  
Items  Outstanding Credit as % of as % of

(Rs crore) Outstanding Loans outstanding loans

Housing Loans 89449 (47.3) 1.9 1.4

Consumer durables 6256 (3.3) 6.6 4.0

Credit card receivables 6167 (3.3) 6.3 2.4

Other personal loans 87170 (46.1) 2.6 1.6

Total retail loans 189041 (100.0) 2.5 1.6

Total Loans & Advances 859092 7.4 2.8

Figures in parenthesis indicate percentage
Source: RBI Trend and Progress Banking in India – 2003-04.
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5.23 The statistics for the banking sector’s
retail portfolio, further establish that housing
loans are   increasingly     finding     favour
among the banks, public and private sector
as well as foreign banks. The retail portfolio
of banks as on March 31, 2004 is presented in
Chart 5.2.

Lending by Scheduled Commercial Banks to
Sensitive Sectors

5.24 The finance extended by SCBs to sensitive sectors during the last three years
is given in Table 5.8. The finance to real estate maintained its position around the
level of 50 per cent.

 Table 5.8: Lending to Sensitive Sectors by Scheduled Commercial Banks 

(Rs. crore)

Advances to Outstanding as at 31st March

2002 2003 2004

Capital Market 3082 (14.8) 2504 (10.5) 3333 (12.1)

Real Estate 9012 (43.3) 12464 (52.0) 14170 (51.6)

Commodities 8727 (41.9) 8979 (37.5) 9952 (36.3)

     Total 20821 (100.0) 23947 (100.0) 27455 (100.0)

Figures in parenthesis indicate percentage to total
Source: Trend and Progress of Banking in India, 2004

5.25 The refinance availed during the year 2003-04 from NHB at Rs.1276 crore
represented a significant growth of about 61.5 per cent. Their share in the total
refinance disbursements by NHB increased to 39.2 per cent during the current year
as compared to 29.2 per cent in the previous year.

5.26 The upward trend of participation of SCBs in housing finance continued
during the year 2003-04 at an accelerated pace. The period saw stiff competition
among banks, which led them to offer competitive rates of interest and also adopt
aggressive strategies like tele-marketing, engaging direct sales agents, conducting
exhibitions and loan melas besides offering softer terms of repayment, enhanced
quantum of loan, taking over of loans from other banks/HFCs, shifting of loan
from fixed rate to floating rate and vice-versa, etc. As a significant marketing
measure, property advisory/consulting services also came in vogue. The housing
finance (inclusive of direct, indirect housing finance and subscription to NHB /
HUDCO Bonds) disbursed by the banks far exceeded 3% of their incremental
deposits, as can be seen from Table 5.9. [As per RBI guidelines banks are required
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to allocate minimum 3% of their incremental deposits during a year for the housing
sector].

 Table 5.9: Housing finance by Commercial Banks

(Rs. crore)

Year Allocation Achievement

2000-2001 3405.95 9787.24

2001-2002 5159.22 14744.85

2002-2003 8574.10 33840.53

2003-2004 8389.10 45378.20

Source:: Reserve Bank of India          

Direct Housing Finance

5.27 The period also saw continued decentralisation and freedom to the banks
in determining their own course in retail banking activities including housing
finance. This is significant since housing finance was a relatively new field for the
banks involving long term funding and required specialised skills.

5.28 The banks are free to evolve their own guidelines with the approval of their
Boards on aspects like security, margin, dwelling units’ age, repayment schedule
in respect of direct finance provided to individuals including the co-operative
societies. With considerable delegation allowed to the individual banks, the sector
has become very competitive and accounts for nearly 50% of the total retail lending
by the banking sector.

Table 5.10: Bank Group wise Direct Housing Finance Disbursal

(Rs. crore)

Banks 2001-2002 2002-2003 2003-2004

SBI & Associates 2636.34 (30.8) 4782.88 (20.3) 6478.80 (19.7)

Nationalised Banks 4963.62 (57.9) 9129.47 (38.8) 13722.91 (41.8)

Indian Private Banks 696.79 (8.1) 8864.03 (37.6) 11102.52 (33.8)

Foreign Banks 269.66 (3.1) 776.99 (3.3) 1512.16 (4.6)

Total 8566.41 (100.0) 23553.37 (100.0) 32816.39 (100.0)

Figures in parenthesis indicate percentage to total
Source:: Reserve Bank of India
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5.29 There has been a steady growth of
direct housing finance disbursal by all
categories of banks during the last three
years as evident from Table 5.10.
However, the quantum increase in 2002-
03 as compared to 2001-02 was largely on
account of huge disbursal by Indian
private sector banks. This accounted for
37.6 per cent of total direct housing
finance of the banking sector in 2002-03,
which has reduced to 33.8 percent during
2003-04 [Chart 5.3].

Indirect Housing Finance

Table 5.11: Bank Group wise Indirect Housing Finance Disbursal
(Rs. crore)

Bank Group-wise 2001-2002 2002-2003 2003-2004

SBI & Associates 174.40 (3.1) 152.00 (2.2) 915.19 (9.3)

Nationalised Banks 3838.60(67.3) 4916.63 (72.3) 5966.52 (60.6)

Indian Private Banks 1192.85 (20.9) 1159.73 (17.1) 2470.27 (25.1)

Foreign Banks 494.85 (8.7) 568.12 (8.4) 492.87 (5.0)

Total 5700.70 (100.0) 6796.48 (100.0) 9844.85 (100.0)

Figures in parenthesis indicate percentage to total
Source:: Reserve Bank of India

5.30 Banks are required, as per RBI
stipulations, to ensure that their indirect
housing finance channelled by way of
term loans to housing finance institutions,
housing boards, other public housing
agencies, etc., is primarily for augmenting
the  supply  of  serviced  land and
constructed units.  They are required to
ensure that plots/houses are made
available under time bound programmes
and that public agencies do not utilise the
bank loans merely for acquisition of land
which is a known sensitive item amenable
to price distortions. Similarly, when
lendings are done to public agencies for plots, serviced plots are required to be
sold by these agencies to co-operative societies, professional developers and
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individuals with a stipulation that the houses should be constructed thereon within
a reasonable time, not exceeding three years. Bank Group wise Indirect Housing
Finance Disbursal is given in Table 5.11 and Chart 5.4.

Investments in Bonds

5.31 The investment by banks in bonds floated by NHB/HUDCO for financing
are to be reckoned for inclusion under priority sector, irrespective of the loan size
per dwelling unit, if the amount mobilised through these bonds by NHB/HUDCO
is utilised for their long term housing business.

5.32 Similarly, the amount invested by Banks in MBS issues of Housing Finance
Companies registered with NHB is also classified as priority sector advance. Bank
Group-wise investments in NHB/ HUDCO Bonds are presented in Table 5.12.
These bonds have been subscribed by the banking sector, particularly the
private banks.

 Table 5.12: Bank Group wise Investments in NHB / HUDCO Bonds

(Rs. crore)

Bank Group-wise 2001-2002 2002-2003 2003-2004

SBI & Associates 40.80 (8.5) 0.00 (0.0) 70.76 (2.6)

Nationalised Banks 112.67 (23.6) 1224.46 (35.1) 551.56 (20.3)

Indian Private Banks 263.10 (55.0) 2184.77 (62.6) 2093.54 (77.1)

Foreign Banks 61.60 (12.9) 81.45 (2.3) 1.10 (00.0)

          Total 478.17 (100.0) 3490.68 (100.0) 2716.96 (100.0)

Figures in parenthesis indicate percentage to total
Source:  Reserve Bank of India

5.33 With direct financing by the Banks
rising, the investments by Banks under
this category have declined from
Rs.3490.68 crore during 2002-03 to
Rs.2716.96 crore during the year 2003-04.
The decline is mainly because of decline
in investments by Nationalised Banks
which are focussing on direct housing
finance (Chart 5.5).
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Housing Loans

5.34 Classification of outstanding housing loans of SCBs according to region,
size of loans and population is given in Appendix A 5.1, A 5.2 and A 5.3 respectively.

5.35 The growth of housing loans in the year 2003-04 was robust except for the
North-Eastern Region. The growth in outstanding housing loans was maximum in
the Western Region [98.38%] followed by the Northern Region [83.37%]. During
the year 2003-04, the share of North Eastern Region increased only by 8.66%.

5.36  The outstanding housing loans in the slab of Rs.2 lakh to Rs.5 lakh continued
to account for more than 30% of the total outstanding loans. There has been
remarkable increase in the outstanding loans in the slab of above Rs. 10 lakhs and
upto Rs. 25 lakhs which have increased from a level of Rs. 4624.93 crore as on
March 31, 2003 to Rs. 13902.80 crore as on March 31, 2004 registering an increase of
about 200%.  Similarly the outstanding loans in the slab above    Rs. 25 lakhs and
upto Rs. 50 lakhs have also increased by about 200%. The outstanding loans in the
lowest slab (below Rs.25,000) have declined by about 40% from the level of Rs.555.62
crore as on March 31,2003 to Rs.335.68 crore as on March 31, 2004.

5.37 Though the outstanding housing loans in rural areas have increased from
Rs. 5386.77 crore as on March 31, 2003 to Rs. 7712.09 crore as on March 31, 2004,
registering a growth of about 43%, the share of rural housing loans in the total
outstanding housing loans has declined from about 11% as on March 31, 2003 to
about 9% as on March 31, 2004. On the other hand, the share of metropolitan cities
in total outstanding housing loans has increased to about 48% as on March 31, 2004
as compared to 40.65% as on March 31, 2003. This clearly shows the preference of
lending in big cities.

Regional Rural Banks

5.38 The performance of the Regional Rural Banks (RRBs) for the last three years
is presented in Table 5.13.

 Table 5.13: Performance of Regional Rural Banks

(Rs. crore)

Type As on 31st March

2002 2003 Growth % 2004 Growth %

Total Loans 10571 12641 19.6 15579 23.2

Housing Loans 282 307 8.9 609 98.4

Source: NABARD

5.39 The RRBs have disbursed housing loans to the tune of Rs.609 crore in 2003-
04 as against Rs.307 crore during the year 2002-03, thereby registering an impressive
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growth of about 98 per cent. The share of housing loans to the total loans has also
shown an increase from 2.4 per cent in 2002-03 to about 3.9 per cent during
2003-04. 

C.  Co-operative Sector
5.40 The concept of Co-operatives as an institutional mechanism for satisfying
various needs of the people is premised on the principles of ‘self-help’ as well as
‘collective–effort’. Housing cooperatives have a prominent place in the cooperative
movement in the country. Today, it is estimated that there are over 92,000 primary
housing cooperatives with over 6.5 million members.

 5.41 The co-operative sector has played an important role in providing housing
to their members and has made significant impact across the country.  The co-
operative sector is expected to play a lead role, particularly in land acquisition,
allotment of land and housing sites to encourage group-housing and development
of amenities in their projects, as envisaged in the National Housing and Habitat
Policy.

The National Co-operative Housing Federation of India
5.42 About three and half decades back, the National Co-operative Housing
Federation (NCHF) was established as an apex organisation for coordinating,
guiding and promoting cooperative housing activities in the country. The
cooperative housing structure consists of primary housing cooperatives at the grass
root level and Apex Cooperative Housing Federations [ACHFs] at the State level.
ACHFs at the state level are affiliated to NCHF, which looks after their growth
strategies, policy formulations and evolving housing programmes besides inter-
facing with various institutions to channelise finances for these Federations for
onward lending to the ultimate borrowers. In addition, NCHF also helps the
member Federations in improving their financial, organisational and technical
capabilities.

Apex Co-operative Housing Federations
5.43 At present, 26 ACHFs represent about 92,000 housing co-operatives all over
the country with a membership of over 6.5 million. Of these, about 31,000 housing
co-operatives are affiliated to state level ACHFs for getting financial assistance.
The rest of the co-operatives are those (i) which got finances from other sources, (ii)
which have not yet started construction activities and (iii) which have repaid their
loans fully.

5.44 These Federations have so far disbursed Rs.8,761.25 crores to primary
housing co-operatives for construction of dwelling units for their members. The
co-operatives in turn have constructed 2.24 million houses. 75 per cent of these
housing units are for EWS and LIG families, 18 per cent for MIG and the rest for
HIG category.
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Table 5.14: Borrowings of Apex Co-operative Housing Federations

(Rs. crore)

Lending Agency 2000-01
% of

2001-02
% of

2002-03
% of

2003-04
% of

Total Total Total Total

LIC 2985.65 46.4 3121.81 44.4 3198.81 41.4  3297.77 40.5

NHB 483.06 7.5 595.06 8.5 706.56 9.1  738.21 9.1

HUDCO 1449.42 22.5 1514.84 21.6 1539.78 19.9  1557.34 19.1

State Govt. 50.13 0.8 50.13 0.7 229.97 3.0  247.43 3.0

Deposits 156.63 2.4 130.59 1.9 115.09 1.5  185.33 2.3

Banks 982.00 15.3 1184.17 16.9 1448.44 18.7  1620.50 19.9

Debentures 145.26 2.3 142.60 2.0 142.60 1.8  142.60 1.8

Others 179.57 2.8 283.40 4.0 346.25 4.5  345.10 4.2

Total 6431.72
100.0

7022.50
100.0

7727.50
100.0

 8134.28
100.0

(9.19) (10.04) (5.26)

Source: National Co-operative Housing Federation of India
Figures in parenthesis indicate percentage growth over previous year

Mobilisation of Resources

5.45 The details of resource mobilisation by the ACHFs during the last four years
are presented in Table 5.14. ACHFs could not sustain the growth in borrowings
during 2003-04.

5.46 As in the earlier years, LIC has been the major source of funding for ACHFs.
However, the share in total borrowings from LIC has shown a declining trend. It
has decreased from 46.4 percent in 2000-01 to 40.5 percent in 2003-04. Though
borrowings from HUDCO have been about Rs.1500 crores during the last three
years, its share in total borrowings has shown a marginal decline from about 22.5
percent in 2000-01 to 19.1 percent in 2003-04. The share of Banks and State
Governments has been increasing in the past five years. The borrowings from Banks
have increased from Rs. 982 crore in 2000-01 to Rs. 1620.50 crore during 2003-04.
Similarly, the contribution of NHB to total borrowings by ACHFs has also increased
from about 7.5 percent in 2000-01 to 9.1 percent in 2003-04.

5.47 During the year 2003-04 only four ACHFs [viz. Punjab ACHF, Kerala ACHF,
Karnataka ACHF and Pondicherry ACHF] availed refinance from NHB to the tune
of Rs. 99.48 crores as against Rs. 111.50 crores availed during the year 2002-03.

Deployment of Resources

 5.48 The sanctions/disbursements of housing loans by ACHFs during the last
four years are given in Table 5.15.
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Table 5.15: Lending Operations of Apex Co-operative Housing Federations

(Rs. crore)

Type 2000-01 2001-02 2002-03 2003-04

Loan Sanctioned 842.81 730.12 672.99  595.45

Loan Disbursed 867.72 677.58 641.48 623.08
Source: National Co-operative Housing Federation of India

5.49 The declining trend of housing loans sanctioned and disbursed continued
in 2003-04 also. The total amount of loan sanctioned reduced to Rs.595 crore in
2003-04 as against Rs.673 crore during the previous year. Similarly, the total amount
of housing loans disbursed reduced to Rs.623 crore in 2003-04 as against Rs.641
crore during 2002-03.

5.50 State/UT-wise break-up of housing loan disbursed and number of units
constructed with financial assistance from ACHFs during last four years is presented
in Appendix  A 5.4.

5.51  The average loan per dwelling unit for all apex federations was about Rs.1.6
lakh in 2000-01, which increased to Rs.1.9 lakh during 2003-04. It is noticed that
Tamil Nadu accounts for about 35 per cent of the housing loans disbursed by all
ACHFs during 2003-04, followed by Kerala (18.7 per cent), Punjab (18.5 per cent)
and Delhi (10.1 per cent). These four States together account for more than 80 percent
of the housing loan disbursements by ACHFs during 2003-04.

5.52 The quantum of cumulative sanction of housing loan by the ACHFs increased
to Rs.9,169.67 crore during 2003-04 while cumulative disbursal rose to Rs.8,761.25
crore (95 percent of sanctioned amount). Cumulatively, the financial assistance
provided by ACHFs till March 31, 2004 enabled construction of 2.24 million
dwelling units (Appendix A 5.5).

Refinance Assistance from NHB

5.53 The refinance granted by NHB to the co-operative sector institutions
amounted to Rs.118.10 crore (3.63 per cent of the total refinance disbursements)
during the year 2003-04 as against Rs.139.77 crore (5.16 per cent of total refinance
disbursements) during the year 2002-03. The cumulative refinance to this sector
registered a growth of 8.28 per cent during 2003-04 and stood at Rs.1543.76 crore
(11.67 per cent of total), as on June 30, 2004.

5.54 The refinance availed by the institutions in co-operative sector has declined
during the year 2003-04. Similarly the percentage of cumulative refinance for this
sector to the total refinance disbursements by NHB has also shown a declining
trend.
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Primary Co-operative Housing Societies

5.55 These societies, under the co-operative fold have been purveying credit for
construction of dwelling units and tenements by their members. They have been
availing loans from various sources, viz., government, financial institutions, LIC,
HUDCO, State co-operative Housing Finance Societies and others, besides NHB.

Table 5.16: Performance of Primary Co-operative Housing Societies

(Rs. crore)

No. of independent houses / Amount of Finance released 
tenements constructed

During the Up to the year During the Up to the year
Area Type year ending year ending

1999-2000 31.03.2000 1999-2000 31.03.2000

South zone 17576 290278 2.27 19.32

North zone 37679 139794 2.27 6.11

North-East zone 371 330 1.10 0.20

East zone 70819 24028 0.11 0.51

Central zone 9983 38660 0.31 1.20

West zone 117813 1420125 10.74 78.08

      Total 254241 1913215 16.80 105.42

Source: NABARD                                           

5.56 The zone-wise dwelling units constructed are presented in Table 5.16. As
per the latest data available (as on March 31, 2000), the number of societies stood at
89,251 with a membership of 54,03,304. Their own funds stood at Rs.6.2 crore
and total borrowings at Rs.27.7 crore. The borrowings were mainly through State
Co-operative Housing Finance Societies (Rs.14.77 crore). The borrowings from
NHB accounted for Rs.0.2 crore. Their outstanding loans stood at Rs.41 crore (with
over-dues at Rs.3 crore). During the year 1999-2000, as many as 2,54,241 dwelling
units/tenements were constructed with a loan support of Rs.16.80 crore from the
societies. This took the cumulative units constructed to 19,13,215, by March 31,
2000.

5.57  The Western Zone accounted for the bulk of the dwelling units constructed.
The North Eastern Region gets the least share out of the total contribution by
these societies. With the revitalisation of the co-operative societies and credit
structure, the housing societies will have an important role to play in the rural
housing sector.
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Agriculture and Rural Development Banks

5.58 Keeping in view the housing shortage in rural areas, a few State
Governments, after suitable legislative amendments, have permitted the ARDBs
to lend for housing. As the ARDBs do not fall under the category of either scheduled
bank or specialized housing finance institutions, NHB, in order to extend financial
assistance to this category of institutions, formulated a scheme to subscribe to
special rural housing debentures floated by ARDBs backed by the mortgages
originated by them.

5.59 During the year 2003-04, NHB disbursed Rs. 18.62 crore to ARDBs as
compared to Rs. 28.27 crore during the year 2002-03. The cumulative disbursements
by NHB to these banks as on June 30, 2004 stood at Rs.737.72 crore and outstandings
as on June 30, 2004 were Rs. 495.14 crore.

State Co-operative Banks

5.60 In order to strengthen the cooperative credit structure of the country which
is connected with the decentralized regions and semi-urban and rural areas, NHB
has been extending refinance assistance to the State Cooperative Banks in respect
of the housing loans given by them either directly or through the District Central
Cooperative Banks/primary agricultural credit societies. So far, a few of these banks
have been found eligible for availing the refinance facility from NHB. The
cumulative refinance assistance extended by NHB to these banks as on June 30,
2004 stood at Rs.49.89 crore.

Primary (Urban) Co-operative Banks

5.61 The Scheduled Primary (Urban) Cooperative Banks are also eligible to avail
refinance assistance from NHB provided they meet the prescribed recovery norms.
However, not many of these banks have been in a position to avail refinance
assistance from NHB. During the year ended June 30, 2004, Rs. 40.50 crore was
disbursed by NHB to this category of institutions as against the corresponding
figure of Rs.40.00 crore during the year 2002-03. The cumulative refinance assistance
extended by NHB to these institutions stood at Rs.142.65 crore by June 30, 2004
and the outstanding as on  June 30, 2004 was  Rs.113.80 crore.

Recovery Performance of ARDBs/ACHFs

5.62 As per the information available from these institutions, the recovery
position has declined in case of Punjab ACHF and Kerala ACHF, during the year
2003-04 as compared to the year 2002-03, while it has improved in case of
Pondicherry ACHF and Kerala ARDB.
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Table 5.17: Recovery Performance of Cooperative Sector Institutions

       Institution 2001-02 2002-03 2003-04

Punjab ACHFs 84.60 80.61 78.64

Tamil Nadu ACHFs 61.43 NA 46.28

Kerala ACHFs 85.59 86.62 81.05

Pondicherry ACHFs 66.00 70.00 86.00

Kerala ARDB (state level rec.) 84.54 79.83 82.30
 Figures in percentage

Institution-wise Performance

5.63 The percentage of outstanding housing loans to GDP has increased
from 3.44% as on 31st March, 2001 to 6.09% by the end of March, 2004. The
outstanding housing loans witnessed a growth of 25.48% during the year 2001-02
which increased to 29.55% during 2002-03 and further increased to 43.94% during
the year 2003-04. The institution-wise movements in the outstanding housing
loans  and disbursements during the year over last four years are given in Appendix
A 5.6.

5.64 It is observed that there was a spurt in the disbursements by Banks during
the year 2002-03. The disbursements by the cooperative sector decreased by more
than 20 percent during the year 2001-02 and the disbursements by this sector further
declined by 5.33% and 2.87% during the year 2002-03 and 2003-04, respectively.

Prudential norms for housing finance sector

5.65 The extent of housing needs and the scope of housing finance industry have
grown leaps and bounds in the recent years. The small number of players in the
earlier years has now increased and all are trying to capture a sizeable share of the
market. In order to ensure stability in the sector which is experiencing the growth
spurt, the financing activities of the different category of institutions have been
drawing closer attention from their respective regulators. Stipulations regarding
income recognition, asset classification, capital adequacy and credit concentration
have been specified from time to time depending on the industry requirements. In
case of housing loans extended by HFCs and SCBs, NPA recognition norm was
changed from 180 days to 90 days past due. The subsequent increase of risk weight
in the case of housing loans for commercial banks from 50 per cent to 75 percent in
the Annual Policy for 2004-05 indicated the enhancement in the risk perception in
this traditionally low risk lending area.  This will affect the capital requirement of
the banks that still control the major share of the market. With Basle II norms being
introduced in the system, these prudential norms are expected to ensure a more
stable financial system.


