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1.2

1.3

SEI-1 : YEATqAT
Chapter I : Introduction

Afyaes sl ufde

¥ 2008-09 < TS & o YA H 3 T Tk SR
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IR} i fIherar & a1% fIvar § et T8 o
off, St 3T Sreferawerrsl & fami aeTR} &t STfTreeT
H ST I HROT T | AeT TR ST 7 shae e
3T ST T F 7 bl oY &mrel % SR oY, arftrg
T & SifEd & AT 6 SR F o off i Sifew e
3 U JEpeT FEl o Gl © | 59 SIRNARL
Fffear ¥ erqayd WA a7 o T SR ferie
HEREIT, it ahl T ol T gl et anl TIfcrerT
TR fean, e gfeyfdl X Wit A o T Sfafe
SHREGHHERT T Tra ol § ha-faehd o Sfax ot
TSIRE F 3 TR | 95 ¥ faxiig €I I & B
I | 59 R = o 55 o Feicl SR Jedt
Tl T HY T |

TR, Tehe T SRR ST Srefereeeel § e,
Tty g% 9y & A Rl ¥ ter ST © 1 34
areforqeenal # 7% @ud, Fawr, Frafd ik smra &
X T 9 YT i gC foi & § oJHue & O
el T T | e HTfereh ©U ¥ 3T Sreferaeersi ¥
Y ISR B Sreferaeeeit dd thet T SR T
¥y IS MUK 3R formr &9 % ARAd § o
T foree At TRl & fomar |

9 3l Tore o3 1o o, I« faxiig aifmastor
3R foxir fafrrmm & fafe= veqelt & i ™
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1.

1.1

1.2

1.3

Global Economic Perspective

The year 2008-09 experienced a Global Financial
Crisis of a magnitude rarely witnessed in recent
times. As per the report on World Economic
Outlook, 2009, of International Monetary Fund
(IMF), the year 2008-09 turned out to be a year
hit hard by the Global Financial Crisis, which had
its roots in the subprime crisis in the US mortgage
market. It was the abrupt break down of trust
following the collapse of Lehman Brothers in mid
September 2008 that caused financial markets in
advanced economies to go into seizure. There was
a great deal of uncertainty not only about the
losses and the ability of banks to withstand those
losses, but also about the extent of risk in the
system, where it lay and how it might explode.
This overwhelming uncertainty triggered
unprecedented panic and almost totally paralysed
the entire chain of financial intermediation.
Signalling a massive flight to safety, yields on
Government securities plunged while spreads over
risk free Government securities shot up across
market segments. Several financial institutions
came to the brink of collapse. Massive deleveraging

drove down asset prices setting off a vicious cycle.

Although the epicentre of the crisis lay in the
advanced economies, it soon spread in two
directions. In the advanced economies, it spread
from the financial sector to the real sector severely
hurting consumption, investment, export and
import. It spread geographically from advanced
economies to the Emerging Market Economies
(EMEs) and soon engulfed almost the entire world
through liberalized trade and finance circuits.

While the crisis was unfolding, the role of financial
innovation as also various aspects of financial
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ol | Afeass A F FH yofad w9, Frfa s o
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1.4

regulation came into question. Following the
deepest global downturn in recent history, an
extraordinary and coordinated policy support from
a number of Governments and Central Banks
across regions and economies helped in forestalling
another Great Depression. Driving the global
rebound was the extraordinary amount of policy
stimulus. Monetary policy has been highly
expansionary, with interest rates down to record
lows in most advanced and in many emerging
economies. The Central Bank’s balance sheets
expanded to unprecedented levels in key advanced
economies. Fiscal policy also provided major
stimulus in response to the deep downturn.
Meanwhile, public support of the financial sector
has been crucial in breaking the negative feedback
loop between the financial and real sectors.

Indian Economic Perspective

The Indian economy exhibited significant resilience
in 2008-09 in the face of an intense Global Financial
Crisis and the subsequent severe global recession.
The contagion from the global crisis, however,
posed the challenge of responding to the evolving
risks and heightened uncertainties, which
warranted swift and appropriate use of fiscal and
monetary policy measures with a view to ensuring
orderly functioning of the markets, preserving
financial stability, and moderating the dampening
effects on growth. The Indian economy witnessed
moderation in growth in 2008-09 in comparison
with the robust growth performance in the
preceding five years. The deceleration in growth
was broad based across three major constituents
of Gross Domestic Product (GDP) viz., agriculture,
industry and services. Reflecting the contraction
in global demand, exports declined. Domestic
aggregate demand also moderated due to sharp
deceleration in the growth of private consumption
demand. Corporate performance remained
dampened, with significant fall in sales growth in
the second half of the year, and decline in profits
in last three consecutive quarters of the year.
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75t oY off & a8 yaia s W, i fomiaa
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Fifc o STaS[E STed STTHT o 9 e e Feeeretier
T T | e A e & e Sreafed gvreaar &
el T I ST Snefeawer & ¥ # 9RA
3TRIGYT YSINTe YaTel ahl 1e<i 3 Jererel oralr & | ferprey
I I W i 2001-02 H Fehet BT ST 5
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P IV T e TR ! STafr o SR Fraer sy
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AT |

378 Afyas SR Raaw, 2008 T Ty % e e
T 3R fivEe % @ o el 0 e &
AT oI TTE e TR STSTRI = ST S
fopam, ST it fordier ST & STt 1R & €9
7 2 T 7| AR T S ) 3w fefery At
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TS & g gfEfed faar |

anfefen Tifafaterat 3R swaw &
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ot < 397 % i for & < W@ IrTarehat
B 139 X oA Wik S % aifafterd, ey & 7
fraeT & of U 31 T AR UK Greleh ST el
i
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1.5

1.6

1.7

1.8

There was apprehension that this trend would
persist as the full impact of the economic slowdown
in the developed world was yet to work through
the system. It was also a year of reckoning for
the policy-makers, who had taken a calculated
position in providing substantial fiscal expansion
to counter the negative fallout of the global
slowdown.

The macroeconomic environment remained stable
and resilient to external shocks, despite rising
degree of openness and significant reforms. India’s
ascent as a major Emerging Market Economy with
high potential for sustained robust growth was
reflected in surges in capital inflows. The impetus
for growth also came from the upsurge in the
domestic savings rate from 23.5 per cent of GDP
in 2001-02 to 37.7 per cent in 2007-08, which
facilitated the step up in investment rate from
22.8 per cent to 39.1 per cent during the
corresponding period.

When the global markets turned dysfunctional in
September 2008, with intense scramble for liquidity
and subsequent credit freeze under the pressure
of deleveraging, the Indian markets reverberated
the shock, which was seen in the form of higher
volatility in all segments of the financial markets.
The RBI operated on multiple fronts
simultaneously, and in constant consultation and
co-ordination with the Government, with the
overriding objective of limiting the adverse effects
of the global crisis .

Economic Developments and the
Housing Sector

Housing not only constitutes a basic human
requirement, but also is a key contributor to a
country’s economic development. Investments in
the housing sector, besides improving the housing
stock in the country, also have a significant impact
on the national income and employment.
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e fererat SiX SMawie Wit T TR JuR
& AR STamig Y & =1 F T F 5
fore wagieey yarer R T € | R et & e Star
TSt SR T 3 SRR T A S-S guRA
& fore faffee Surr o enfire o |
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T 3P

AR T Fehet TR 3cUG & I 3feT: Ty © 3
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1.9

1.10

4.

1.11

Rapid population growth along with increasing
urbanization trends is exerting tremendous
pressure on the available land and infrastructure
facilities, particularly in the urban areas. As per
Government estimates, the total housing shortage
in the urban areas, at the beginning of the 11th
Plan period was around 24.71 million units, of
which, 99 per cent pertains to the Economically
Weaker Section (EWS) and Low Income Group
(LIG) category. It is well recognized that in order
to improve the quality of life in urban areas, it is
imperative that the housing supply and quality of
existing housing stock is improved through urban
renewal, in-situ slum improvement, and
development of new housing stock in existing
cities, as well as new townships. Availability of
financial and credit support is critical for such
interventions on demand side for the individuals
as well as the supply side for the construction
agencies.

Considerable efforts have been made to address
the deficit in housing supply as well as improving
the quality of housing stock and infrastructure
facilities. Such efforts also included specific steps
to improve the lives of the poor and vulnerable
groups of society through improved access to
housing credit, basic housing and amenities.

The Contribution of Housing
Sector to the Gross Domestic
Product (GDP)

Housing and Gross Domestic Product (GDP) have

strong inter-linkages and complement each other’s
growth, especially in the emerging economies like
India. Housing has a critical role to play in the
nation’s growth as it contributes significantly to
the national income and employment generation.
An investment in the housing sector can trigger
off a series of investments in various other sectors
through the often quoted ‘multiplier’ effect. From
heavy industries like Steel, Cement to industries
like Paint, Furniture and even Small Scale
Industries, the housing sector impacts many
industries through direct and indirect linkages.
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to GDP growth as housing is the second largest
employment generator in the country after
agriculture. As per Central Statistical Organization's
(CSO) estimate, the housing sector contributed
4.5 per cent to India’s Gross Domestic Product
(GDP) in 2003-04 at current prices. The
contribution of housing in urban areas to the GDP
in 2003-04 was 3.13 per cent. As a result of various
developmental programmes under liberalization
policies adopted by the Government of India, it is
estimated that by the year 2011, urban areas
would contribute about 65 per cent of GDP.
However, this higher productivity is contingent
upon the availability and quality of infrastructure
services. Urban economic activities are dependent
on infrastructure, such as power, telecom, roads,
water supply and mass transportation, coupled
with civic infrastructure, such as sanitation and
solid waste management.

Box I.1: Contribution of Housing and
Housing Finance Sector to Gross
Domestic Product of India

During the last few years, the contribution of housing
and housing finance sector to the Gross Domestic
Product of the country is on rise due to the prevailing
market opportunities of investment and consumption.
As per the Central Statistical Organisation’s (CSO’s)
estimate, the contribution of real estate, ownership
of dwellings and business services to the GDP at
factor cost of the country was 9.19 per cent, of which
dwellings contributed 45.60 per cent and real estate
contributed 3.16 per cent during the year 2008-09.
The contribution of the housing and housing finance
sector to the GDP of the country over the last few
years can be outlined as below:
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AT S AT T T Yehet Te] ST 7 (Thileh TR UT) SIPTeH
Contribution of Housing and Housing Finance to GDP (at factor cost)

(e #)
(In per cent)
o q YUY, W & Wiia T Tt ¥ SR ot & 9 duer @t
ST VATAT T SPTE RSN T oRET oic)
Year Contribution of Real Estate, Of which dwellings Of which Real Estate
Ownership of Dwellings & accounts for accounts for
Business Services
2004-05 8.92 57.68 1.79
2005-06 9.03 53.75 2.05
2006-07 9.05 50.27 2.35
2007-08 9.16 47.09 2.71
2008-09 9.19 45.60 3.16

e e § 9% e e ST wehar € R e,
TR % e 3 ST JawRi & ST O 96! @ ety T
a¢ W ¥ | <, e sEal & SivieH el 59 v &
ST 3T & R, AT o freer wiw o o ey F w9 e
IRT |

From the table above, it may be concluded that the
contribution of Real Estate, Ownership of dwellings and
Business Services is on the rise over the period of five years.
However, the share of dwellings though have been nearly
half of this contribution, is slightly on the decline over the
period of last five years.

Tehet it fmfur 3 siven, TeRt o Tt 3T ST areit ST (2004-05 & et UX) SIPTEH

Contribution of Real Estate, Ownership of Dwellings & Business Services

to Gross Capital Formation (at 2004-05 prices)

(yfcrera #)
(In per cent)
o S oot ad % gfig
Year Contribution Growth (over the last year)
2004-05 15.15 -
2005-06 13.63 4.39
2006-07 11.70 -0.41
2007-08 11.96 17.80
2008-09 13.73 12.04

et Yol Frmfor 35 o o e, wemit ok Safires 3R =mardy Yamwit
&1 T T 2004-05 ¥ 2006-07 % SR NS 9 fivEe % 9
firer A 87 o @ I+ Yo Yefid @R |

In terms of the Gross Capital Formation, the share of Real
Estate, Ownership of Dwellings and Business Services is
reflecting a northward trend over the last two years after
having a slight decline during 2004-05 to 2006-07.

T : YR e So/3%07 qiReIHT 13T

Source: RBI/CSO

18




O o e F yafeq wd yofa W a6 2009 & fad 1 1 Report on Trend and Progress of Housing in India, 2009

1.13

Y & 7 aftfer Frarer, S g o Tehe TR 3 SiX
TR A 9K 50% F S T AT §, AW
e, 75 ST AT STl & o Tt TR 3T 7 1ar
& I{TTEH T 91T ST a1t T8 § g €9 ¥ 1
BRT | F5 STFAM R T & foh Wehet TR 37U
eI o T H SeHET TGRS0 & 96T 2001 T 3.4
TR A TGHT 2007 H7.25 YR RITATE | ARG
T IR T & anef o R & o H9e 991K &
T 80 Yfeere Bl & 3R aiffer ®9 ¥ 3gHAG:
34 FfTed W §¢ @ | TR e i) 9
fervamar 3 rer & 3 Wifrdie SRR s Srfaa &
ST |

A : U TagTmacieT

AR ©idh, ARART ud &

IR T TAHM AT HAT [T €9 § 3G 7eT
AN Tl NS, g S €9 F HHSIK a7 371
, T el & | R S 2001 S T SO 3 ST,
! URERY & 35 JfeTe O AR o A B el
3R O ER! % 68 Jfeerd =X 7T 31 g
| STAF: 81 fHferr ftr sremar o wed e
N 25.7 Wierd TR TAS 3@ ¥ A 1 106
T AT o Sid YR STaTdT FHI &% FaRur s
T e SR wred) TS SUeT HAerd ST e
Tch! 9 I oS T STAMT & ST, T84 9RA
H AT S FoA B 24.71 fofee o | A Y
T T T TR AR o
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1.13

1.14

In view of increased investments in the services
sector, which accounts for over 50 per cent of the
nation’s GDP and growth in urbanization, it is
expected that the share of housing in GDP would
go up substantially in the coming years. It has
been estimated that the share of outstanding
housing loan as a percentage of GDP has risen
from 3.4 per cent in 2001 to 7.25 per cent in 2007.
The residential property market constitutes about
80 per cent of the real estate market in India in
terms of volume and has been growing at
approximately 34 per cent, annually. With greater
reliance on the institutional funding, the sector’s
profile will become increasingly more organized.

Housing: An overview

Housing Stock, Occupancy & Shortage:
India’s current housing shortage is prevalent
largely in its middle and low-income population
which includes the Economically Weaker Section
(EWS) . According to Census of India 2001, 35
per cent of urban households live in single room
dwelling units and 68 per cent of such households
have four members or more. Approximately, 81
million persons or 25.7 per cent of total urban
population are below the official poverty line.
According to the estimates made by the Technical
Group constituted by the Ministry of Housing and
Urban Poverty Alleviation for assessment of the
urban housing shortage at the end of the 10th
Five Year Plan, the total housing shortage in urban
India was 24.71 million. The category-wise housing
shortage is as follows:
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AT L1 : ARG () T SaT T Ha

Table I.1: Housing Shortage in India (Urban) (At 5 )
(No. of Units)
wi Category (e 2007 %) Frferar
AT &
Housing shortage in Million
(as in 2007)
e & I FEIR a7 Economically Weaker Section (EWS) 21.78
3 AT Y9 Low Income Group (LIG) 2.89
e 3T YT Middle Income Group 0.04
I AT Y High Income Group
T Total 24.71

I : 3791 T 76T TRIeT 3T9HT HATT

(www.mhupa.gov.in)

1.15 & g0 A o e gufae ok wad 3udi & o
¥, 113 varafer AT arifd 2007-2012 AT SHH
26.53 fofera sedl o ST A TEHT ©, o R

I R T e -

Source: Ministry of Housing & Urban Poverty

Alleviation (www.mhupa.gov.in)

1.15 In the absence of concerted and sustained
measures to meet the shortage, it is likely to go
up to 26.53 million units during the 11 Five Year

Plan i.e. 2007-2012 as given below:

AT 1.2 : 1181 Terquid ST (2007-2012) & SR HEGMAE 6l Sagaahar
Table 1.2: Housing requirement during 11th Plan period (2007-2012)

(ST i HE)
(No. of Units)
113} UTasg IrerT o TR # Sard S0 24.71 faferaT
Housing Shortage at the beginning of 11th Five Year Plan 24.71 million
TR ¥ afs 8.71 fifera
Addition to household 8.71 million
A Wi 7 gfes 7.27 Tofer=m
Addition to housing stock 7.27 million
e AT T ST 0.38 fafera
Up-gradation of Kutcha houses 0.38 million
1191 Terad T ST o SR WehHT el ghet STayaehal 26.53 Tafera
Total housing requirement during the 11th plan period 26.53 million

I : &9 TG V16! Tat YT HAITT

(www.mhupa.gov.in)
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Source: Ministry of Housing & Urban Poverty

Alleviation (www.mhupa.gov.in)
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THRAT S T O T § vl 3R meETOa A #
TR TE R | 397 31 wd feri R sy & ary
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FA T TR | IRUTREEY, T &5 ¥ IR &
G T SE-FX 3 STy 9 3 © i
UG, 37 el 7 9 G T A S S
T | Hioer iy <Al 3mafef e s gfgwmit
3T 3 el ST oh HIRT A ) AT ST 3fef
¥ fore ST ST & AR |

STTATGI e AT €, ST e i oh (TS SN
Qe e T STLHT HART SR TS dehrfienl Jq
& STAM! % AU, 1181 Goasig AT & g &
24.71 TaferIT Sl Sl STeX] HHT hl HHT 99
TiTeTe ST T Y ST/ 37T SN 71 & ey Tl
¥ | sk S, I% Smen oAl S & 6 7.27 fafem
3MaTE At i fmfor s orafy 3 AR R
ST | ehAehT 7 ¥ STA S & 6 113 deerdiar
AT STafy & TR ERIE FH T H 6 AT
3R et Fferal ST 3.61 ARG FIS TUC E, AT
& e Sueffa e mar @ |

1.16

1.17

The housing shortage is particularly aggravated in
the urban and metropolitan areas. With the rise in
the country’s economic and financial status, these
areas have been transformed into the country’s
economic and financial nerve centers.
Consequently, such areas have witnessed
tremendous growth in terms of employment
opportunities and standard of living, resulting in a
huge influx of migrant population to these centres.
The increasing pressure of population on the
existing land supply and infrastructure facilities has
led to severe demand - supply gap in housing.

As per the estimates of the Technical Group set up
by the Ministry of Housing and Urban Poverty
Alleviation to assess the extent of housing
shortage, 99 per cent of the urban housing
shortage of 24.71 million units at the beginning of
the 11* Plan period pertains to the EWS/LIG
sections. Further, it is expected that 7.27 million
housing units will be constructed during the Plan
period. The Technical Group has estimated that
the total funds required to meet the urban housing
shortage during the 11* Plan period is around
¥3.61 lakh crore as indicated below:

Aferent 1.3 : 1141 tr@s i SieMT o Torg e T it et |

Table I1.3: The summary of investment requirements for the 11*' Plan Period

E IS H) in crore)

ova faam= Tragr et s
Scenario Investment Requirement

113} U=Es AT & W # 976 STareg HHr 1,47,195.0

Urban Housing Shortage at the beginning of the 11% Plan Period

1137 UeauR AT 37afy 3 SifaRed STasig w1 wied AT

37aY 3 S MR Wik & 727 e 2,14,123.1

New additions to the housing stock during the 11% Plan period

including the additional housing shortage during the plan period

113 Vs T o TeT FTaLT STTaTe ahl et STugi 3,61,318.1

Total Urban Housing Requirement for the 11" Plan Period

4T

: YT GRHR FH ST 3T

Source: Planning Commission, Gol
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118 T AT Safy & e 9ed oE™ X
FRIRLUT T 3 JIEY RUIE & STYIR, T8 SAM fohar
ST & 6 STaS & o 32 yfawrd ad 2012 OF
TR & § T 1B | VR & el U o
Serey gfiy 3R i glowmel W 9 <urg wem,
S Ao 7T @ feafa i @=e Bt fees
TROTREEY, e SRl T S8 arel ety et
I ge g |

ARA ¥ oa foret

3T fo ol o gHamaty i frpfaa gE € | e d
TR YRT & feries TRy, S anforieers S o
wIfiret €, e o 3 7ot Sufkefe SiT i T
W | Nar fom & e i ST & e -
o ST & | TS 37T S T 37 &5, At
ORI X 1A ot Heert il o < ofy Jerre
TEH X | 3% [ o §adq & & e o
T ST F TG H YR FA b FaArre
IR Fio1d S o e Ty o gl &
®Y T T foam TR o7 | 1988 ¥, favidiga
SRt s o e SR o e e
we s, 2R &R B Wi T TG R | 30 5, 2009
3, I (43 ) N fo Shufera, Fomehr wmame )
YA R, T 39 9 H ol € |

ey, S At §e 291 & s & faenean
TTRUIR &, TN, 3 WResy 3 Syeiierrelf it Stard
STE o foTe YR S H e & | 1990 F SR& &
37 # 37eq =T <, JASY 3, Hufd & Rer et
3R T TreweHt o Ts3ufiy o foes A
Sept ¥ T YT oY SN o 3 SR QU A TX
S T Y[ R | ST oo Sehf ST ey
et shafral 3 Srfaftar, gt T G § geR & %
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As per the draft report of the Working Group on
Urban Housing for the 11% Plan period, it is
estimated that nearly 32 per cent of the population
will be living in urban areas by 2012. The increasing
rates of urbanization will exert huge pressure on
the available land and infrastructure facilities
leading to deterioration in the existing housing
conditions which will ultimately result in increased
number of slums and squatter settlements.

Housing Finance in India

The housing finance system has evolved over a
period of time. The mainstream financing
institutions in the country, including the commercial
banks are enlarging their presence and role in
housing credit. The Housing Finance sector is well
integrated with the broader financial market, which
is increasingly promoted by the National Housing
Bank. The National Housing Bank (NHB) was
established as a wholly owned subsidiary of the
Reserve Bank of India to operate as a principal
agency for promoting, regulating and providing
financial and other support to housing finance
institutions both at local and regional levels. Since
1988, the number of specialized entities, viz.
Housing Finance Companies (HFCs) has increased
significantly both in public and private sector. As
on June 30, 2009, forty three HFCs having
branches across the country are registered with
the National Housing Bank.

Although Scheduled Commercial Banks (SCBs)
were the largest mobilizers of savings in the
country, they were initially reluctant to lend
towards housing needs of consumers. Towards the
end of the 1990s, against the backdrop of lower
interest rates, rising disposable incomes, stable
property prices and fiscal incentives, commercial
banks began to focus on meeting housing finance
requirements of retail customers. Besides, the
SCBs and HFCs, there are a large number of
Co-operative Sector Institutions and Micro Finance
Institutions present in both rural and urban areas
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F %, I oG & % i A S T4 A b
T @ T | Tefl, e fod SRR Tl
1 Wity e oh W, e o WMl ) O e
T 3R T & ¥ SR 31 Tl R el € | U=
A 9 9 3K ITh Il & T T ey
STEXA & foT FUR ¥ & fofe Freafed TR |

3Ny o & B S & enferia % R, frse wie
5t 3 SR 31T fo 3 gfes ¥ & ofR wehafiy anfifep
s T AT 30 e W@ e | iy, o 2008-09
o SR, N o & et IR & g W iy W g,
S 7e w9 Y A onfefes Hehe 3 FeTd 377 Juehr
F HAT 3R AR T 59 GROmHT T % FRO Y
or

3T foT TR 3 firsel < & SR T afs 3d &
e 3rrarg fo Shuf-al & A F9 o T o, 98
It St A X 9 AT | | e da &
IR R 2001 F 31 IfG9rT ¥ 9@ 2008-09 H
60 ST ¥ 31 & 77T o, fTgeT ST 3 adh,
37T AN ST 3 Gorerel, TR ¥ Goit 0
F FERT © | T 3R, AR e SufEr i eI
X 2008-09 3 R 69 Fferera F iRa 2008-09
38 i <& AT 7| el THeTehY, TS S §
3R SISIR ¥ yfcrequf & SuRehdt amfad ge € | 9%
&5 S T Aot SR ST Bl T e 8 37}
0T & 3MYfelepel] AT A TS A RE |

ATy e oy (R geed)

STl sieh JATaTY foT SITR o TTHIT 60 YiT9Ie T ol
AT, I8 N foT Ui IR & ST 38 e
G XA T | TSI T T BIeT A1 91T 90 ey
31T forr gl iR Sy For i o S S
o &F & GEIFT Y o GO0 © S S e A
ST T8 &t & ST 3ftufies He ¥ dfaa T €
Ffe fom SR 3R IR-Tar §7eT & 59 & &
Sufefer agd 9 © oY 3 e el I & @fra
Iuferfa & Qrer TrfT & e Wi W € |
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which are striving to serve the informal sector
people. Though with limited capacity to undertake
housing finance, the MFIs have made a beginning
and are becoming more visible in this segment.
NHB is also encouraging them to step up their
lendings to their members for their housing needs.

Due to the emergence of the banks in the housing
finance sector there has been an exponential
growth in housing finance during the last 5 years
and the Compounded Annual Growth Rate (CAGR)
has been around 30 per cent. However, during
the year 2008-09, there has been a slight
slowdown in off- take of housing finance, mainly
on account of the impact of global economic crisis
and its resultant impact on demand and liquidity
in the system.

The housing finance market has witnessed robust
growth during the last decade. While the share
of the HFCs has declined, the share of the
commercial banks has increased. The market share
of the commercial banks has increased from 31
per cent in 2000-01 to over 60 per cent in 2008-
09 due to their wider network, access to low cost
deposits and support in terms of capital infusion
from the Government. On the other hand, the
market share of the housing finance companies
has declined from 69 per cent during 2000-01 to
38 per cent during 2008-09. Overall, the volumes
have grown and the competition in the market
has benefited the borrowers. The sector is
becoming increasingly demand- driven and market
oriented, and suppliers of credit chasing the
demand.

Stakeholders in Housing Finance

While the banks account for about 60 per cent of
housing finance market and the Housing Finance
Companies account for around 38 per cent, a small
portion of market is composed of Co-operative
sector institutions like Apex Co-operative Housing
Finance Societies (ACHFS) and Agriculture and
Rural Development Banks (ARDBs) which cater to
those customers who are not served by the formal
financial institutions. MFI's and NGO’s have a very
small presence in the sector and are mainly
confined in the rural areas with limited presence
in urban space.
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ITE-11 : AT 3N 3 fawr o e faaw

Chapter II: Policy Developments in Housing and Housing Finance

I o G STaT : Ueh ot uries
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Affordable Housing in India:
A Crucial Perspective

Provision of affordable housing is one of the most
formidable challenges that India currently faces
and many policy initiatives of the Government of
India and other stakeholders including NHB have
sought to address this challenge. The 11% Five
Year Plan estimates the urban housing shortage
(at the commencement of Plan period 2007-12)
at 24.7 million units, with 99 per cent of this
shortage pertaining to the Economically Weaker
Sections (EWS) and Lower Income Groups (LIG).

The housing sector in India holds tremendous
potential and has a positive impact on the
economic and social development of the country.
However, the provision of ‘Affordable Housing for
All' is a complex problem with challenges emerging
from various facets of the urban sector. In India,
the discussion on affordable housing has till now
revolved around housing for EWS and LIG
categories. However, it has been increasingly
observed that even MIG are not able to afford
housing for themselves. Despite considerable
efforts from the Government of India and other
stakeholders, through their various policies and
interventions, tackling the problem of housing
shortage remains a daunting task. Though it is
increasingly recognized that ‘land and
infrastructure’ are as much an issue as credit
availability for affordable housing for a vast
majority of the people.

According to the Census of India, 35 per cent of
urban households live in single room dwelling units
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and 68 per cent of such households have four
members or more. Approximately 42.8 million
persons or about 15.2 per cent of India’s urban
population live in slum settlements. Approximately
81 million persons or 25.7 per cent of the total
urban population are below the official poverty
line. The 11* Five Year Plan estimates the urban
housing shortage of 24.7 million units, with 99
per cent of this shortage pertaining to the EWS
and LIG segments.

The Government of India has taken various
initiatives towards achieving the Goal of “Affordable
Housing for All” which are mentioned as under:

Jawaharlal Nehru National Urban Renewal
Mission — This is a flagship programme of the
Central Government in concert with the State
Governments and urban local bodies. It supports
63 cities across the country in terms of assistance
in the areas of capacity building, City Development
Plan (CDP), Detailed Project Reports(DPRSs),
Community Participation, Information, Education
and Communication(IEC) to identify infrastructural
gaps relating to water, sanitation, sewerage,
drainage and roads on the one hand and
deficiencies in housing and basic services on the
other hand. The total investment requirement of
Urban Local Bodies (ULBs) in the urban area is
estimated at ¥1,20,536 crore over the seven year
time period, commencing from 2005-06. The
annual funds requirement is estimated to be of
the order of 17,219 crores. The programme
seeks up- gradation of urban slums with EWS and
LIG housing, accompanied with municipal and
state level reforms, including tenurial security and
basic civic infrastructure and services. Under
JNNURM, Government has sanctioned projects for
construction of 1.2 million houses.

National Urban Housing and Habitat Policy,
(NUHHP), 2007 — The Government of India
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announced NUHHP in 2007. This policy seeks to
promote sustainable development of habitat in the
country with a view to ensuring equitable supply
of land, shelter and services at affordable prices
to all sections of the society. The core focus of the
Policy is provision of “Affordable Housing for All”
with special emphasis on vulnerable sections of
society such as SC / ST, backward classes,
minorities and urban poor.

Interest Subsidy Scheme for Housing the
Urban Poor— ISHUP is aimed at providing loans
to the urban poor at subsidized (5 per cent) interest
rates who have a plot but need fund for
construction of a pucca house for themselves. The
Scheme gives them an interest subsidy of 5 per
cent per annum for loans upto ¥1 lakh for EWS
and LIG. Under this Scheme, interest subsidy of
Y1100 crores allocated under the Scheme is
expected to leverage institutional finance. National
Housing Bank and HUDCO are the central nodal
agencies for the Scheme.

High Level Task Force on Afford-
able Housing for All

The Ministry of Housing & Urban Poverty Alleviation
(MoHUPA), had set up a High Level Task Force on
the January 15, 2008 to look into the various
aspects of providing “Affordable Housing for All”
under the Chairmanship of Shri Deepak Parekh,
Chairman, Housing Development Finance
Corporation Ltd. The salient recommendations of
the Task Force are outlined in Box II.1.
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Box I1.1

Salient Recommendations of the High Level Task
Force on Affordable Housing for All

a. Affordable Housing

o “Affordable Housing” to be at the centre of public
policy.

o Any attempt to fix a definition of affordable housing
for a country as large and diverse as India, using
the concept of “one-size-fits-all” is counter-
productive. However, the Task Force has suggested
the following parameters for the purpose

anfdeh ® A HIY/ A @ AT EWS/ LIG W AT MIG
AMEHT 300-600 TIRIE §F T G 1,200 TG A ik §T TR
300-600 sq ft carpet area Not exceeding 1,200 sq
ft carpet area
SIun) TER & Uahet atiien M & UER &\ Yahet arifen o1 & Uie
AR IO AfEH TR T Y e T8
Cost Not exceeding 4 times household Not exceeding 5 times household
gross annual income gross annual income
U uTfeh T WA S 30% A A Tehel IS A H 40% A IS
T/ fatmn Not exceeding 30% of Not exceeding 40% of
EMI/Rent gross monthly income gross monthly income

Frlser YRAIR 7 [T 3TehI 92T Ui oy Al & |

TE (T Imary & o qfr

affafer g <& Frafi TR T wredl IwnT o %
o N © :-

W ST 3 v iy arfre @i o 36 for oy
% QUi frafafiar SiT uimard See 9,

T SN I T FrasT-h I THE],

A g § AT o gEy fafe= oTeR % FRI H
et & STUIA/GET T G W SRATH! SO,
ST 59 TS STEwas T |

The Task Force considers the typical size of the household as five members.

b. Land for Affordable Housing

o Additional lands may be brought into urban usage
on a regular basis by:

- Simplifying procedures and processes for land
acquisition and conversion of agricultural lands for
urban use.

- Treating affordable housing as a “public purpose.’

- Upward revision in the Floor Area Ratio(FAR)/Floor
Space Index (FSI), across cities of different sizes
commensurate with investment in infrastructure
that it will necessitate.
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*Security of tenure’ be recognised as an important
and integral tool for relieving pressures on the
housing market. This may be undertaken through
regularisation of settlements, community or
cooperative ownership, security via lease, use
rights, which enables in-situ development to take
place.

Improving the speed of transactions through
cadastrals, computerised land records and
application of e-governance to land transactions.

Need to foster an environment that would make
rental housing for EWS/LIG categories a
worthwhile activity to invest in.

¢. Fiscal and Financial Framework

Increase JNNURM funds for affordable housing by
100 per cent and a part of the funds be used for
direct provisioning of housing for poor urban
households.

A part of the funds be also used as supplements
for in-situ development to be routed through the
Non-Government Organisations (NGOs) and
Community Based Organisations (CBOs).

A cess of 0.5 per cent on all Central Government
taxes be credited to a dedicated Shelter Fund, to
be managed by the National Housing Bank, with
a budgetary support of equal amount, so as to
make a long-term impact on affordable housing.

Role of State Housing Boards be revamped and
the Boards be encouraged to focus on playing a
more active role in the provision of affordable
housing, even if it is through public private
partnerships.

Funds raised through the sale of land transactions
by State Housing Boards must be ring fenced, with
a defined proportion to be redeployed only for
affordable housing.

Modifications in Income Tax Act for HFCs and
developers engaged in affordable housing projects.
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d. Institutional Framework

The real estate sector to be regulated through a
regulator and pending the legislative process for
having real estate regulators in place, consideration
should be given to setting up Ombudsman type
bodies at the State level.

3. TEAEH deh ud FFT oot e e
o e

2.6 IR YR T 37T 3 N UL ) <t & 31T
F Frepd o 35 9% F TeHAT A YTE faRieard
T I2 TSI E :-

3. NHB and Monitor Group Study
Findings

2.6  The findings of the Monitor Group on low-income
housing in urban India and developments
thereafter are highlighted in Box II.2

HIRT I1.2 ; IO AR o 31T 37 3Er

7Y N UERT o e & 0 T SR STariig seprea
1 3 e, S F 2 W &, T UGS o M |

U AT S 916l WA F 317 3 3G & foIe @&
TR % Neded & e g ST A FE @ e |

Box II.2: Low Income Housing in Urban India

Improving access of Low Income Households to
Credit from the system and to housing units at
prices they can afford

NHB actively working to stimulate a market for
low income housing in urban India

T

TR ¥ S SR ford ST € | 7l Siar v &
Ffaaor 2003 & 2008 & €9 12 YT ¥ 3tk A o
Tha aftie af T TR T TR ©, T, S S
T Qe 37 3G T (31l T11,000 P i St
F T IRERY) T FH=T W7 | 96 SN & 31eq
31y 3R FefT i, < 809% X 3freh (311,000 F)
% (FUA AT ) T A Yo T H et &R e
P I F T TS e 9% 7 (fawa S, Wemd,
IETATE, TCAIG N JEANSTT) THIRARCH ()
TRTAfT & et ¥ Jele Tmel B, 3feT o 9T &
foe smard ferfa & st & & fore Frreet < gt
3R 3T 37 31T ST 3 T, T THM e o o7 ST
SR Tl FHeRTer 1 ST S ol FRTpITCRT Sl |

Background

There is a vibrant housing finance market in India.
Although housing loan disbursals have grown at a CAGR
of over 12 per cent between 2003 and 2008, much of
this has been focused on the middle and higher income
groups (households earning ¥11,000 and above). To
understand the opportunities and challenges in providing
housing to lower income and poor segments which
constitute over 80 per cent (X11,000 and below- please
refer chart) of the urban population, NHB, with funding
from the FIRST Initiative (sponsored by World Bank,
CIDA, IMF etc) appointed the management consulting
firm, Monitor Group to study the housing situation for
lower income segments and recommend measures to
initiate a market based solution to address the issue of
low income housing.
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Monitor Study findings

The study by the Monitor Group revealed that the housing
situation for lower income segment is quite poor. They
typically live in dingy small single room units with shared
toilets and poor conditions, subject to constantly rising
rents and harassed by landlords. The situation for the
poor is even worse, many of them do not even have a
house. Initial data on property rates across the country
suggested that it may be commercially viable to build
housing for a large number of households~20 million
households in the ¥5,000-311,000 household income
range (please refer chart).

For example, a household earning ¥9,000 per month
could potentially afford a housing unit with financing and
without subsidies a 225-250 sq ft unit at ¥1,000-1,200
per square foot.

To demonstrate the commercial viability, pilot projects
were initiated across the cities of Mumbai and
Ahmedabad.

Pilot projects

The pilot projects were aimed to showcase and test the
new idea. Until June 2009, three projects and close to
5,000 units have been launched in Ahmedabad and
Mumbai. The units were priced between X3 lakh and 8
lakh in sizes ranging from 231 square feet carpet area to
~ 400 sq ft carpet area. All three projects launched
were very well received. The key learning from the pilot
has been the commercial viability and tremendous
customer demand for low income housing. The pilots
have also spurred the interest of players from outside
the real estate industry including an entrepreneur with a
proven track record of running successful business
ventures.
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One of the aspeds of the supply side Interest has been
around the business modal.  The traditional busingss
modal for real estate In Indla locks at land as an asset
The developer buys a plece of land, and bulkls some
housing, which rakses the value of the remaining land.
The keey then Is to bulld In phases and sell at Hsing price

points as the price of the land appreciates — In cther
words, construction is just a side business” o add value
1o the land. The “land as inventory” model, encourages
developers o think of land & inventory - buy well con-
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2.7

nected land parcels with social infrastructure such as
schools - as and when required, construct houses on
them and sell them off as soon as possible. Here the
value is derived from developing a quality product and
delivering volumes. This model is aimed at managing
the end price for a customer with limited affordability.

Increasing access to finance for low income
informal sector customers

In parallel to increasing supply of housing, it is critical to
increase access to customer finance for informal sector
customers. Apart from a handful of housing finance
companies that serve the low income informal sector,
customers have limited options in accessing finance. To
address this market need, two new players started
operations in this period. Their focus has been primarily
on serving the informal sector customers. Similar to the
supply side model, the housing finance model is different.
The traditional housing finance model for customers is
based on the documentation available -salary slip, Form
16, etc. The focus in the informal sector low income
segment is on using surrogates and field investigation to
understand the customer’s ability to pay, e.g., by
understanding cash flow patterns from the suppliers of
goods, and reference checks from multiple sources to
ascertain the consistency of information.

NHB continuing to catalyze the growth of low
income housing

As new players emerge in low income housing segment,
the NHB continues to play an important role in promoting
market based solution for the low income housing. The
low income housing market continues to be a key area
of focus for the NHB, an area which will see new and
pro-active measures aimed to assist the needs of close
to 20 million urban households.
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households and accounts for a major share of the




aRa o a F Ygfeq <9 wfa o a9 2009 # fard I i [ Report on Trend and Progress of Housing in India, 2009

2.8

iii.

2.9

T, T AT Tsid fau & fae & arem §
fafife fopam ST Smmaees ® | uRdE fiod o 3
STATERCICT 6% fareafIeerd o WIS o fererer
& T ST $g I STeerdr T SMaN I
AFI o [TehIe o FeT< ek TahrTeh! HelTedIX &t TTiad
R & | T YR & % g 1 ot A &
ST :-

T e TR T SR 59 fopaTaaT it g e
3T TG H TEAdT X Gt § IR sreferaee
o T ST YT YTk oh (10T o o7 Ok Wt
T T e e o fe gaw $ dar
P o STTHST SR T o FoT e Fehe T, T fo,
eI T S YR (T WU & G0 T |

Frd % R SR e dm wfed, wgfaa s
STTHERRT STeTaT TR BT STAT YT YEehieh T
P T 1 GG T SYTCHRT ST AP HE |

T SH/GIF F R T GedihT heT ST
S ST T W o e & |

39 TG fIvakd STaN YRl Yo@s & fabe J
ST T o T TTeT ST Y[ ol SR, TRt
TR TH0T S ST, S Wit & | R
foord S ) 59 Ueet § 3T H Wi I A A
TS & ST R | T SAE S 5 59 T6eT & 9y
R IR |

2.10 HaTFHIT STEftc/3ar RS IR g i

A ogeR sied ¥ A e e E oo

33

2.8

0

(if)

(iii)

2.9

2.10

household’s wealth. Any movement in the housing
sector may, therefore, have a significant effect on
economic activities in the country including on the
financial sector. The former would have powerful
multiplier effect in the economy operating through
the inter-sectoral linkages in the production
system. The number of housing starts during a
given period reflects the demand for houses, which
would have an impact on the outlook of the
construction industry due to the backward and
forward linkages. Given this perspective, it has
been considered necessary to develop a Housing
Start-Up Index (HSUI), a tool to monitor the
movements of the Indian economy on a regular
basis.

The index must be constructed through
development of an appropriate methodology. The
Reserve Bank of India has constituted a Technical
Advisory Group for “Development of Housing Start-
Up Index” under Chairmanship of Prof. Amitabh
Kundu, School of Social Sciences, Jawaharlal Nehru
University. The Terms of Reference of the Technical
Advisory Group are as given below:

To review base paper on concepts, methodology,
approach to generate the database for construction
of the indices to suggest a feasible methodological
framework for construction of HSUI for the Indian
economy, with a view to assisting monetary policy
formulation, and to guide and oversee its
implementation.

To recommend modalities of entrusting the work
for construction of HSUI by appropriate external
agency or institution, including scope of the work
and deliverables.

To evaluate the work of the external agency/
institution and recommend its acceptance by the
Bank.

The development of a sound and reliable Housing
Start-Up Index inter-alia includes concept of
housing starts, sources of data, data collection
mechanism, periodicity of compilation, need for
pilot survey etc. This initiative of the RBI is
expected to bring significant value to the industry.
NHB is also closely associated with this initiative.

A few international best practices on building
permits/housing starts is given in the Box:
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Box II.3 Housing Starts - International Best
Practices

Internationally, countries like Canada, United States,
Japan, France, Australia, and New Zealand are compiling
data related to building permits/housing starts on regular
basis. Most of these countries compile housing starts
based on housing permits data, collected either through
census or sampling method. The practices followed in
these countries are summarized below.

Statistics Canada publishes data on house permits on
a monthly basis. The monthly Building Permits Survey of
the Canadian municipalities collects data on the value of
construction intentions for buildings in the non-residential
sector; and the number of dwellings authorized and value
of construction projects in the residential sector. The
Building Permits Survey covers all the municipalities that
issue permits. Building permits data are widely used as
a leading indicator for the construction industry in
Canada. Statistics on building permits are essential for
the computation of capital expenditures for building
construction, depreciation by components and estimation
of net capital stock on quarterly and annual basis. The
results of this survey are used by Canada Mortgage and
Housing Corporation (CMHC) as a reference base for
conducting a monthly survey of housing starts and
completions.

The US Census Bureau compiles and publishes data
on ‘New Residential Construction” on a monthly basis,
based on sample survey. The purpose of the survey is to
provide statistics on the construction of new privately
owned residential structures in the United States. The
data relate to new housing units intended for occupancy
and maintained by the occupants. They include both
single-family unit as well as multiple-family unit buildings.
They exclude hotels, motels, and group residential
structures such as nursing houses and college
dormitories. Also excluded are manufactured mobile
housing units. Publicly owned housing units are excluded
from the statistics. Statistics on housing units authorized
by building permits include housing units issued in local
permit-issuing jurisdictions by a building or zoning permit.
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Estimates of Housing Units Authorized, but Not Started;
Housing Starts; Housing Units Under Construction; and
Housing Completions are all obtained from the Survey
of Construction (SOC). SOC comprises two parts: (1)
Survey of Use of Permits (SUP) which estimates the
amount of new construction in areas that require a
building permit and (2) Non-permit Survey (NP) which
estimates the amount of new construction in areas that
do not require a building permit. For SUP, visit is made
to a sample of permit offices and a sample is selected
from permits issued for new housing. These permits are
then followed through to see when they got started and
completed.

The Japanese Ministry of Land, Infrastructure and
Transport announces Japan’s total housing starts every
month. This statistics is published under official statistic
of Japan. The Housing Starts figure gives insight into
consumer activity in Japan, since new home purchases
typically require a large investment for consumers.

France’'s National Institute of Statistics and
Economic Studies, Directorate-General of the Ministry
of the Economy, Finance, and Industry, published the
house starts on monthly basis.

Australian Bureau of Statistics publishes dwelling
starts on quarterly basis. The number, which is officially
called Construction of Dwellings, measures growth in
the construction sector and reflects the overall health of
the housing market.

Statistics New Zealand, a government department
and New Zealand’s national statistical office publishes
data on building permits on monthly data. Building
Permits, or Building Consents, are issued when a building
project has been authorized to begin construction.

2.11 3R Hell # srefeawe & qauH & e Refd &
IR H SN B © ST Hifies e Frufoor 7 o
Tecaqul Yt ST HTA € | I R AT e
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2.11 Asset prices contain important information about
the current and future state of the economy and
play an important role in monetary policy setting.
In absence of any comprehensive information
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2.12

system for India, the National Housing Bank (NHB),
at the behest of Ministry of Finance, launched NHB
RESIDEX for tracking prices of residential
properties in July 2007 with 2001 taken as the
base year. Based on the data from housing finance
companies along with data arranged by NCAER,
updated RESIDEX is now available up to June,
2009. NHB’s RESIDEX does not include commercial
properties. NHB RESIDEX is published with half-
yearly frequency.

A similar study, was taken up to study the house
price movement in Mumbai, where the price data
on transacted houses were collected from the
Department of Registration and Stamps (DRS),
Government of Maharashtra. The Department’s
study was based on the officially declared prices
by buyers. Based on the official data a quarterly
index was constructed with 2002-03 as the base
year. House Price Index was constructed based
on stratified weighted average measures, where
transactions were stratified in three categories viz.
small, medium and large houses and 16
administrative wards. House price indices are
calculated using two methods, viz. weighted
average method and time dummy hedonic method.
Two different weighting diagrams based on
number of houses transacted and value of houses
transacted are used to construct the weighted
average based indices.
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IETT-11I : 3T faer o ATy TeTeh
Chapter III: Market Developments in Housing Finance
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3.1

3.2

3.3

Housing Policies

The National Urban Housing & Habitat
Policy. (NUHHP) 2007, has been formulated
keeping in view the changing socio-economic
parameters of the urban areas and growing
requirement of shelter and related infrastructure.
The Policy seeks to promote various types of public-
private partnerships for realizing the goal of
“Affordable Housing for All” with special emphasis
on the urban poor. The NUHHP, 2007 further
envisages specific roles for the Central
Government, State Governments, local bodies,
banks and housing finance companies and public/
parastatal agencies. The need for a State Housing
and Habitat Policy emerges from the growing
requirements of shelter and related infrastructure
in the urban areas. The action plan, of the NUHHP
2007, states that the Central Government will
encourage and support the States to prepare their
respective State Urban Housing and a concomitant
State Urban Housing and Habitat Action Plan.

The scale of the housing shortage and budgetary
constraints of both the Central and State
Governments, make it clear that the Public Sector
efforts will not be sufficient to meet the housing
demand. NUHHP, 2007 focuses on various
stakeholders namely the Private Sector, the Co-
operative Sector, the Industrial Sector for Labour
Housing and the Institutional Sector for Employee
Housing and other models of Public-Private
Partnership (PPP).

With the changing economic environment, there
is a need for gradual change in the policies and
programmes of the Government to act as a
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3.7
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3.4

3.5

3.6

3.7

“Facilitator” rather than “Builder and Provider” to
achieve the objective of “Housing for All”, in the
State.

Development Plans/Master Plans as well as Zonal

Plans, Metropolitan Plans, District Plans and the
State Level District Plans shall be made and
updated regularly indicating the provision of land
for EWS/LIG houses. In the formulation of Master
Plan, the fact that housing problems are more in
large cities/metropolitans as compared to small
towns, shall be adequately addressed.

For BPL, EWS/LIG housing and for slum
development and rehabilitation Schemes, State
Government will be availing loan and subsidies
under IAY, BSUP & IHSDP program of JNNURM.

Special stress is given on Slum Redevelopment,
Rental Housing and Special Needs of Disabled,
Single Working Women and Senior Citizens.
Encourage PPP concept for Infrastructure
Development in All Areas (development of road
net work, community centers, parks, schools/
colleges /hospitals etc.)

In view of the rapid urbanization process and
growing population in the urban areas of state,
the State Governments will promote setting up of
satellite townships with sufficient employment base
on Public Private Partnership (PPP) model. The
State Governments will be mobilising /identifying
the employment base, provide connectivity and
better means of communication to the Satellite
Townships. Linking satellite townships with the
growing cities and the emerging growth corridors
will open up development and boost housing and
other activities.
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Box III.1: NHB’s Initiatives in Formulation of
State’s Housing and Habitat Policies

In consultation with some of the State Governments ,
NHB is assisting them in preparation of their State housing
policies. These have included Punjab, Karnataka, and
Tamil Nadu.

2. oTE o o Iane ol faawur
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2. Housing Finance Products and

Delivery Mechanisms
3.8 The housing finance system in India comprises
various categories of institutions, having different
set-ups, structures, linkages, target segment,
source of funding etc. Despite the fact that informal
sector institutions account for about 70 per cent
of the Indian Housing Finance System, the sector
offers a variety of loan products as per the
requirements of varied income groups.
3.9 The formal housing finance market of India
comprises entities like Housing Finance Companies,
Scheduled Commercial Banks, Co-operative Sector
institutions etc. These institutions offer a variety
of products relating to direct finance, refinance,
micro-finance etc. to the borrowers.
3.10 The Banks, Housing Finance Companies and Co-
operative Sector Institutions offer various types
of loan products to their borrowers. Some of these
loan products are:

Home Extension Loan: Loan for extension of
existing house like the addition of rooms, toilet
facilities etc.,

Home Improvement Loan: Provided mainly for
repairs and maintenance of existing houses.
Home Purchase Loan : Finance provided for the
purchase of ready-made houses.

Home Equity Loan: Loan soft furnishings by
mortgage of property.
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3.12

3.11 Institutions like MFI's/NGO’s/CBO’s offer loan
products that are designed keeping in mind the
income levels and needs of the poor and
economically weaker sections, particularly in the
rural areas. As these institutions are locally based
and their delivery mechanism is mostly through
personal contacts, the effectiveness of their
operations contributes towards expanding their
base in the micro-finance segment.

3.12 NHB extends financial support to PLIs by way of
products like conventional refinance and project
finance. The housing micro-finance scheme offered
by NHB has attracted a number of MFI borrowers
which has improved the housing conditions for
these people in the informal sector.
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Box III.2: Impact of Economic Development on
Housing Sector

The importance of housing sector as the ‘engine of
growth’ has been historically acknowledged in most of
the developed nations of the world. Initially, investment
in housing was considered as “non-productive” element
of development strategies because it was professed that
investment needed to be made in basic facilities and
industries to build economies, which would, in turn,
generate sufficient growth for housing to thrive as an
industry. Since then, housing experts have emphasized
the significance of housing in economic development.
Multilateral Institutions like World Bank, which initially
opposed investment in housing, shifted their position in
the late 1960s and 1970s and have become strong
advocates of housing as an economic development tool.
Developing countries have also initiated steps in the
direction of promoting housing sector.

Given below is the table showing few economic indicators
having strong linkages with housing and real estate
development which /nter-alia have impact on overall policy
development :

40




TR T ST &1 Ygfcd <d Jfd X a9 2009 & faard I i I Report on Trend and Progress of Housing in India, 2009

anfefen
Hehddh

@&, Wi =l
T TGT

3Ty SR e e & e
I7eh Yag iR TR W gEr
THE & Ty o tget

54 ¥ N & Iod G AfedT 3T &
A fedr o Q9 & 39 anffe
faere & Gahds e § | 37 gEr)
% foTT YT T BT WX ®, o wfa
TR I € | e TR SR ferehreiien
2T, TRl SYETRY T ARG {7 TR @M
Y I T ©, 7 TR 9
3 3 9T S HAET § | TRUTHREy, S
T % I R foum & o T8 ©
H ST &I 3T E | T Fwn H IR
TR &0 I3Q T Feq 9 Far

% -

o U@ ATS e @A
F T IRERT I H S/
SHIAN o 315 oh (TS Harcll Y& el
® | TTHI 35,400 FAS H T A
2008-09 F 5ol ¥ FAT A TR |

o IEA T & amarand anffe
HETEANTA ST ST e R
26 f&graT, 2008 ¥ T, IR TS
& IMIR H 3Tfeh TR ST AT
AT | T AT N Y I FASIR
3R 3T oy anif % aria) & fere
Sl, 3Ty for hufrat A =01 A e
33 T, &7 T O F qeiadr SgH
& fae sqpTd onffe weEar weH
H ® | 119 THadig A5 $ R
Sl /emare fo Hufaal ¥ foe e
%1,00,000/- % & FOT W 5 Hiqed
Tl AT SN Fera aiftie €9 §

Economic
Indicators

a. Per Capita
Income and
Poverty
Alleviation

Their linkages with
housing and realestate
development and few
initiatives to address the
issues in India.

High per capita income of the
citizens of any country is an
indicator of the sound economic
development of a country. It is easy
to own a house for the households
whose per capita income is high. But
in a developing country like India,
where a large chunk of population
lives below poverty line, there is a
wide disparity in the per capita
income of the citizen. As a result,
many people do not have shelter.
This gives rise to the need for
designing policies/schemes for
‘Affordable Housing’. The initiatives
taken by the Government of India
in this direction are as follows:
e Indira Awas Yojana (IAY)
which provides assistance for
construction/upgradation of
dwelling units to rural BPL
families. A sum of ¥5,400 crore
(approx) is allocated for Indira
Awas Yojana in the Budget
2008-09
¢ Interest Subsidy Scheme of
Housing for the Urban poor:
Government of India
announced the Interest Subsidy
Scheme of Housing for the
Urban Poor(ISHUP) effective
from December 26, 2008. The
Scheme provides interest
subsidy to Economically Weaker
Section (EWS) and Low Income
Group (LIG) beneficiaries on
availing loans from Banks /
Housing Finance Companies
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b. Sustainable
Development

[Balanced
Development

(HFCs) to enhance affordability of these
income segments. An interest subsidy of
5 per cent per annum will be given
upfront on loans upto ¥1,00,000/- taken
from Banks / Housing Finance Companies
(HFCs) during 11th Five Year Plan. The
loan repayment period would be 15-20
years .

Two Million Housing Programme:
Two Million Housing Programme was
launched during 1998-99. This is a loan
based Scheme, which envisages
facilitating construction of 20 lakh
additional units every year (7 lakh DUs-
in Urban areas; 13 lakh DUs in Rural
areas). HUDCO is to meet the target of
4 lakh dwelling units in Urban areas and
6 lakh dwelling units in Rural areas,
annually. The target of 2 lakh dwelling
units in Urban areas is to be met by
Housing Finance Institutions [HFIs]
recognized by the National Housing Bank
& Public Sector Banks and the balance 1
lakh dwelling units in Urban areas by the
Co-operative Sector. As per the figures
estimated by MHUPA from 1998-1999 till
March 31, 2008, approximately 116.4
lakh dwelling units in urban sector and
42.62 lakh dwelling units in rural sector
have been financed by HUDCO, HFIs
(recognized by NHB)/ Public Sector Banks
and cooperative sector. An amount of
%3,80,270 crore and ¥5,991 crore have
been sanctioned for urban and rural
sector respectively.

A country is said to be growing in real
terms only if all the sections of society
are getting the benefit of development
and the process of development meets
the needs of the present without
compromising the ability of future
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generations to meet their own needs.
Government of India is promoting
various concepts like Green Housing,
Slum Redevelopment Schemes,
rehabilitation and redevelopment of
old cities, etc., to ensure balanced and
sustainable development of India.
Examples of some of these initiatives
are:

Jawaharlal Nehru National Urban
Renewal Mission (JNNURM): It is
the flagship programme of the Central
Government in concert with State
Governments and Urban Local Bodies.
Under this Scheme slum upgradation/
low income housing projects have
been prepared and have obtained a
commitment of ¥23,000 crore
budgetary resources for construction
of 11 lakh houses. By the end of the
JNNURM, it is expected that 36,000
crore or more would have flowed into
weaker section or for social housing.
Integrated Housing and Slum
Development Programme: The
Integrated Housing & Slum
Development Programme (IHSDP)
aims at combining the existing
schemes of VAMBAY and NSDP under
the new IHSDP Scheme for having an
integrated approach in ameliorating
the conditions of the urban slum
dweller who do not possess adequate
shelter and reside in dilapidated
conditions. The basic objective of the
Scheme is to strive for slum less cities
by adopting holistic slum development
with a healthy and enabling urban
environment by providing adequate
shelter and basic infrastructure
facilities to the slum dwellers of the
identified urban areas.
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¢. Policy
on FDI

d. Effective/
Efficient
use of
Resources

The number of cities or towns
covered and number of dwelling
units approved under this Scheme
are 455 and 2,42,291 respectively
for the period January 1,2008 to
March 31,2009.

Real Estate sector is the sector
which attracted venture capital,
and diversified sources of funding
including overseas, and private
domestic funds and private equity
funds. To create an environment
conducive for foreign investors,
foreign direct investment up to 100
per cent was allowed in 2005 in
townships, built-up housing and
construction development projects
with the liberalisation of FDI
regulations. The inflow of funding
catalysed the organised
development. Housing & Real
Estate Sector provided attractive
investment opportunities in 2008-
09 to foreign investors while the
Real Estate Market, world over was
under recession. The sector
received about USD 2,801 million
in FY ‘09 against USD 2,179 million
in FY ‘08 and registered a growth
of 28.55 per cent.

Effective and efficient use of scarce
resources is necessary for
economic development. Land is the
most important resource required
for the development of Housing.
The position of supply and demand
of urban land is too adverse to
enable market mechanism to be
fair or ensure an equitable means
of land allocation where disparities
of income are vast :

Currently, only 2.4 per cent of
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IR I HHT e, T I 39
T SrEre Frafafad T s
Y TR & S AT ® |

U Sl Tk I Bl BT i QT it
SRR MISETRIBIS R ERIEC N
I o U F e STl et
 3IX ity ST} S er fraer &
IR ST GeaTel o o< iy e S

DT |

Tei Y & STRRTH SYINT Sl ST o
& foe AReX Frae S AMES wraenfd
HTAT S5l AT ST ST & 3TH
T o SR IATE |

THEI/THEHSTS & fafaa & 9
TR B ST §Y ¥ AR 9T &
ST oh feTe ST T Sl BRI
& fafreeaT & 9T o |

ETET & &5 RA Sreferawe § T
Yrefeh <fHeRT 37T FA € | I8 ASTIX
T e T At P 3 SIS T § 3R
97 & Fohel T 3G 1 XX ATEH
AT | Hehel SR IS Hl T 5
icreTe ANTE a8 ST et el

e. Employment
Opportunities
for All

country’s land mass is urban, and
houses 286 million (2001 census) or
28 per cent of the people.

Current housing shortage, even in a
group housing mode of G+3(Ground
and three floors), put into reasonable
township patterns, and by Town and
Country Planning Organisation (TCPQO)
calculations following the country
average density norms and the
assessment that at least 98 per cent
of the housing needs are for EWS and
LIG, would eventually need 84724
hectares to 120882 hectares of
additional land for housing. Given the
shortage of land, appropriate strategy
needs to be devised for its effective
utilisation by focussing on the
following:

Putting in place a system of taxation
that captures capital gains such that
investment in land yields returns
comparable to bank rates to
discourage hoarding and banking of
land for speculative or investment
purposes.

Revising the master planning norms
to permit optimum use of land where
infrastructure permits higher density
of population.

Resorting to earmarking of land for
EWS housing in new developments in
exchange of FAR/FSI or by law etc.

The real estate sector plays a
significant role in the Indian economy.
It is second only to agriculture in terms
of employment generation and
substantially contributes to the gross
domestic product of the country.
Almost 5 per cent of GDP is contributed
by the housing sector, and in the next
few years it is expected to rise to 6
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3R ST ek sl 5 6 WfereTe per cent. Moreover, the
T YgE Sl SR R0 construction sector has also been
affafaa, T & o 9ife, €, Te, responsible for the development of
s e e i over 250 ancillary industries such
w, 23 @f il %5 as cement, steel, paints, brick,
TG S 250 ¥ A Tere Jai timber, building materials, etc. A
ferehey 26 T ST T @ | SRR, study by a credit rating agency
AT e FT- YAl T Stferor ICRA shows that the construction
AT T & o6 Fmfr e e industry ranks third among the 14
Srefaeer s T 8 T Toe Ue Iy gy major sectors in terms of direct,
iR S ol 3 e 14 e A ndirect and induced effects in 2
S . . . sectors of the Indian economy.
-, ? & l@r ) ﬁ%‘zj skl Q; unit increase in expenditure in the
3 ST I H W 0 ok real estate sector can generate a
Tl | five fold increase in income.
3.  QRa Y naw faw yoter 3. TheHousing Finance System in India
. . 5 3.13 Till the late eighties, the housing finance system
313 80 % 3ft %, R ¥ S ford ) i in India was dominated by informal sources. In
STEIRE T SHfing T 9 | 1988 H, TG 1988, the National Housing Bank (NHB) was
Y Soh TR AR ST, A TR IR, ST fom established to operate as a principal agency to
TEIAT &1 fafrafie it gaftia w0 & foe ik @ regulate and promote housing finance institutions
FerHT &l faxiT T 377 Wedr 9o & & [T o both at local and regional levels and to provide
U SR 3% ©7 ¥ yREig e % foe g financial and other support to such institutions .
oplT TR T | ST ST o I E R NHB's activities have expanded over the years and
. A ; - include the informal sector agencies, public housing
Ll ¥ i = . ZZZ . ’ 5 agencies and cooperative sector institutions.
AT SR S EEany GIH A % |
3.14 Besides the banks and housing finance companies,
3.14 S@ 3R 3G fo ShufEr F sifale, el gAY there are a number of Co-operative sector

eI & o G, ST o T/ aHer ST
YIS & 5 wred o oy, A A F foRme E 1Y
9 Y 3NE fod & grawe # 991 fe or Tl
T, o T 3R TeemTe TRl IR 953U 3%
Trued & & fa e ST R & fh o sreg s anf &
E fod Jom A | SR & W fafv i @
ST S 5 T et ) <R1iS Sl 8, S IR
3Tar T Yol H e ftren ST PRI § -
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institutions, MFI's/CBQ’s present in both rural and
urban areas. They currently don’t play a major
role in the provision of housing finance but a
number of measures at the policy and institutional
levels are being taken to encourage them to
provide housing finance to the low income groups.
A table indicating the various categories of
institutions that play a part in the Indian Housing
Finance System is shown below:
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3.15 A ¥ |YNEA

&, gEuer fafae fadae : aRa TR 3 g v

fafraftra e &1 g ey &, oo TR 3 o
A TR o Grer e 3K o 47 e
RGO S &l Y, TGt 35997 7 haet SaT &l
faferafire s &, 31fg, it qorfet (R Besh)
& fod N @ 1 | 79 e W AIR A % R
T g 39 B U oS S st
Tfereaeienes o Tuar &F o Had <o o FEE |
IR H, YEIT IR, s iR fagfed & aen
AREHIST FUFTT T Hiqua galeHT I Aid
¥ oIk 3FEyas €9 ¥ 39 AR il ) T
TRUTREEY, e $ HT FA 7 S GHMH 9iF
Aef 3R M & | TR e AR e, AT % e
e ES & TE § | ik 3ifam Sudnendiel @
TG G e Fmfar I Henr fier & amen 78 W @
3R de L 0T N G T SIEH T 33T
AT |

1999 T T fir rfremen drr 3 fafrm
St T T : i R f sifea G
3R ffore st & SR R T8 g E, wedd
T U AT (1988) 3iX 3=t ¥ gaa & fh
rffem Senfyd ffam ST =ife | s9fee SRR A
N e w0 &1 fafreea e | =5 Ui omag wd
e ifd, 1998 N NG F G R SR T
o T o | TR g (Stfenan i Od fafEee)
e fodrgs, 1999 &1 T¥ fham S @ TR 9
e T e feferam sfiforam e, 4eie 3k
(et gfea) ot Fxenfad Tsai & 91, 1999 ¥
P R o | R, SREm, Fla, IS,
e TR, TSR 3R 31y T S o Tl ¥ 5
o 7 freed 7 e §, 3 wR@s (2010-11 #
S ST e v ST & SraT ®) SR ufem
ST (a8 2009 T FRET FRAT ST ®) | STare<eer
ITE IR TR e o 3T o 39 Uod 9y
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3.15Amendments in Law

Real Estate Regulation Bill: Government of
India initiated the process of regulating the Real
Estate Industry with the Real Estate Regulation
Bill, 2001 in which Government attempted to
intersect with all existing authorities and create a
new Regulatory Authority which was supposed to
not only regulate industry but also to look after
the interest of all stakeholders. The main objective
behind framing this Bill is to facilitate growth and
promotion of healthy and transparent, efficient and
competitive real estate sector in the country. In
India, real estate market is un-organised and
fragmented and most property transactions are
based on certain perceptions and not necessarily
on sound business principles. As a result, customer
satisfaction is low and redressal procedure is long
and cumbersome. This has created problems for
both buyers and developers. As end users are not
sure of delivery of a house by builders on time,
they do not want to risk a purchase by taking a
loan from the bank.

Repeal of Urban Land Ceiling and Regulation
Act (ULCRA) in 1999: Since the objectives of
the ULCRA have not been met, there were
suggestions from the National Commission on
Urbanization (1988) and others that the Act should
be amended. Therefore, Government decided to
repeal it, with a view of promoting housing under
the National Housing and Habitat Policy, 1998. With
the passing of the Urban Land (Ceiling and
Regulation) Repeal Bill, 1999, the ULCRA was
repealed in Haryana, Punjab and all the Union
Territories (including Delhi) from March 1999.
Other states like Gujarat, Haryana, Karnataka,
Orissa, Madhya Pradesh, Rajasthan and Andhra
Pradesh repealed it subsequently. The only states
yet to repeal the ULCRA are Jharkhand (likely to
be repealed by Act in 2010-11) and West Bengal
(to be repealed by year 2009). Under JNNURM,
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BT 3 e e ey o fore gfees € |

3.16 3NiHfeh &0 U HASI/ 3T 37 T oh T a1

3aTH % oI T &l Tget

RO TET & SnaraTe e TETEAnTT s
BN : STert Mok FTANTE 1T AT gy,
2008 FYEHITE T | 5 ASHT W6 Ta ol Arafafy
TN o g & 3 Gfe § Y& T8 o |
Ao 3 fer-Fer wad, 2009 F 99X 3R yEIRa
fpe e e |

I o 3Nl T § FHAR AT 31T 3 T &
ARG} T ST ST WerEdr YoM & AT
FA T | T THR I 3Rl Ferrdn 1 3 af
e S % fore S 3] e fomr hufral =
A IR SIS | 5 ST 6 38 5 gfqerd aiftes
O ST 3ok T 1181 Goasig AT 6 SR
i/ for Ul ¥ fT 1w 71,00,000/- T E
O U YRR & ST | 0 F A S ST
15-20 T BT | I ASHT YHIHS €9 § 3fis
T Y FHAG YRGRI S Ui S & SR Ao aiepfead
3.10 WIRG NG Sl & FWior ¥ ¥ 2.70 9Rg
NI SIS T o 3R &7 § AR a7 &
A E |

“qETIET o 91T (TeRRTET) STEr S AT

R J “qrie § aei SMarg” & 98 Ao o
TRETH R | I8 Ao 31fie €7 Y HHSI/3eT 9
(33 3 It & oI @ s 7t & fmior o
35,000 TS ¥ Toh T T I I T8 & forgf
I Y FH 25 e N T Y FHSIK 971 o faIe
T 1 IS 7 e “q o AT A SR o oy
T R o IR/ IR/ ¥l I Fraprl/
feremraren/ i vl o S smier & | T8 AT
&I €7 ¥ Aeqg FElH T e 65 TRI & i
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3.16

the States are committed to repealing it within a
given time frame.

Government Initiatives to Promote
Affordable Housing for EWS/LIG

Interest Subsidy Scheme for Housing the
Urban Poor (ISHUP):

The Interest Subsidy Scheme for Housing the
Urban Poor (ISHUP) has been launched in
December 2008 with a view to enable access of
urban poor to the long term institutional finance.
The guidelines of the scheme were drawn up in
February 2009 and circulated.

The Scheme seeks to provide interest subsidy to
Economically Weaker Section (EWS) and Low
Income Group (LIG) beneficiaries on availing loans
from the Banks /Housing Finance Companies
(HFCs) to enhance affordability of these income
segments. Under this Scheme, an interest subsidy
of 5 per cent per annum will be given upfront on
loans upto ¥1,00,000/- taken from Banks /
Housing Finance Companies (HFCs) during 11th
Five Year Plan. The Loan repayment Period would
be 15-20 years. The Scheme is positively inclined
towards EWS households and out of creation of
3.10 lakh dwelling units envisaged under the
Scheme, 2.70 lakh dwelling units are targeted for
EWS housing.

Scheme of “Affordable Housing in
Partnership”

The Government has also launched new scheme
of Affordable Housing in Partnership with an outlay
of ¥5,000 crore for construction of one million
houses for EWS/LIG/MIG with at least 25 per cent
for EWS category. The Scheme aims at
partnership between various agencies/
Government/ parastatals/ Urban Local Bodies/
developers— for realizing the goal of affordable
housing for all. The scheme is primarily applicable
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3.17 HA T 2008-09 T Tafe= AemRlt & fog

AR | 5 G Y A bl M aTet 3F TR T
ToRATare 2 QR STATeX e 5 DTe) Ta- IR e
o foTe Uiy ST 0 o STAIH o are o fomam
ST HehTT, A 65 TR F TRASHRI & waf e
3T T8 ST |

TR A AT : TWHR T Q- §
Tt AR e TET % fere TSie SEr AT TS
T € WY AT A R | 5 AT T R 3T TS
& TR AT ®, S TA-SE B 16 9T & Wi @
IFR IR R | g A s & fharea
& e ¥ IR A YT O O 91T ST o fore
AT el Qe fomaT ST, FSrey TR ey Tidl-
SRt ¥ e A | A W WA
T e & O8I o) Wkl el ey et/
HAIT Tl ST A % Uey feen-Frder
TR A & W ST Gaal/feoafird & wi
W # ¥ | 5 Aomr F 128 daadia Qe
AR 6.2 TG HAS H IReAT T TR | 60,
FET O UK 3.5 TG HAUS & |

e

area fafo afas & foe 231,280 w30 &t
A |

TR 68 STeL Tl Y I 76,866 TS
% A ST |

2008-09 & S § I =fyq fomar Tar e & andior
3NaTY & B TSI 3N Seh B YA UReaTer s
¥ o2 3T 21,200 HUS & % Y Wiy fomar
ST |

01 31T, 2008 % 91%, TR T THA! & Gag F
e s 3nfelen TerEar Aar &5 225,000  F@ET
35,000 3R Yarciiar 1A At # Fmfor & arftrs <
TR A o felT 227,000 Y 238,500 A TR R |
AT b 397 o fore 3ffer wergar 212,500 uf
T Y TG TL5,000 HTER |
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3.17

to the 65 cities covered under the BSUP
programme. Other cities of population above 5
lakhs could be considered during implementation
with approval of the National Steering Group for
JNNURM, if adequate number of projects is not
forthcoming from the 65 cities.

Rajiv Awas Yojana: Government has announced
a new scheme called Rajiv Awas Yojana (RAY) for
the slum dwellers and the urban poor. This Scheme
aims at providing support to States that are willing
to provide property rights to slum dwellers. The
Government’s effort through the implementation
of RAY would be to encourage the States to adopt
a pace that will create a slum free India at the
earliest. The process of consultation before seeking
approval on the parameters of the Scheme is in
progress with the circulation of Draft Guidelines
of the Scheme to States/UTs/Central Ministries etc.
seeking their suggestions/ comments. An outlay
of 6.2 lakh crore has been provided for this
Scheme in the 12% Plan. Out of this, Central
Budgetary burden will be of ¥3.5 lakh crore.

Allocations to various Schemes in the Union
Budget : 2008-09

A sum of 31,280 crore allocated for Bharat Nirman
Project

A sum of ¥6,866 crore allocated for INNURM

It was announced in the Budget for 2008-09 that
a fund of 1,200 crore will be created in NHB to
enhance its refinance operations in the rural
housing sector.

Subsidy per unit in respect of new houses
sanctioned after April 1,2008 enhanced from
¥25,000 to ¥35,000 in plain areas and from ¥27,500
to ¥38,500 in hill/ difficult areas to reflect the higher
cost of construction; subsidy for up-gradation of
houses increased from ¥12,500 per unit to
¥15,000.
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3.19

3.20

Tresler &5 & Sl B ST ol fiee & A5 &
I ST SATET AT & Fer b Smfire] i 3K 4
TITRTe el =TT & IX i SRS 220,000 Teh U &
F e s |

T Z5,400 TS &l Tk ThH SIS STaT ASHT
AELETRATES |

ST STANT 3 AU & T 25,403 (22,682 FE)
IR IETTEE (32,361 FE) oF 9 4 & 3l
AETTCHSY & 3T Yo Th G §hIE I
SR AT HEFHSH & STHIGT ¥ 01.04.2008 ¥
780,000 ¥ T9MT X T1,00,000 T A TER |

e o 8 % s fied dan a0t gfire

3T ST VIR Ty i & oref § 9gd & it W
T T i oh ST afar, STar T i s1ffs
TGt 3 e o STeRR Yo Far € | 59 wely i
IR footd o 3, ST & v s e T,
T SATERT 3R SATaT et oh T By Y g
T o fore a5 O fafafar 9ems, aRde i S
& A A/ Ted d TREr 7 5E &
A E :-

3R Heha, I 2008 H Y[ TN I, o GO &
YT 4 & T qRede fed & 3 9Ra i
TSR I AT forlg ST o Ty 39 gaeh o
IS T ¥ SO & o< 95 ¥ 309 fRT | R
fisrd S 7 ¥ 3UA o fpe o o e faei
TER I & iR T TR O IR-Shar fia
HufRIT A T & o fere SR o7 S, avary we
frafar e Hiee, Tfdxmamr e fore i fe et
% T 3uTTe SR S o e o faa o fare o |

AR o 3 3R 3T Rt & fore Al & o
T, F0 Y Yoo ST Sl O feroiere e Jumedl
A Y HiAe R ST § | qenfy, sy & fore
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Public Sector Banks are advised to include IAY
houses under the differential rate of interest (DRI)
scheme and lend up to ¥20,000 per unit at an
interest rate of 4 per cent.

A sum of ¥5,400 crore (approx) is allocated for
Indira Awas Yojana.

Planning Commission has enhanced the allocation
by ¥5,043 crore for BSUP (32,682 crore) and IHSDP
(%2,361 crore) and ceiling cost of a dwelling unit
provided under the IHSDP was revised with the
approval of the Cabinet from ¥80,000/ to ¥1,00,000
w. e. f. 01-04-2008.

4. RBI’s Role in the Housing Finance Sector

3.18

3.19

3.20

Besides having a direct impact on several industries
in terms of income and employment generation,
housing provides opportunities for home-based
economic activities, also. In this connection, the
Reserve Bank of India, being the regulator of the
banking sector undertook several initiatives to
ensure the promotion of housing and housing
finance market in the country. The broad activities/
initiatives of RBI can be outlined as below:

To cope up with the consequences of the economic
crisis that begun in 2008, the Reserve Bank of
India undertook several measures to protect the
Indian Financial Market from any fall out of its
linkages with the international financial markets.
RBI had also undertaken measures which included
an exclusive refinance window as also a special
purpose vehicle for supporting non-banking
financial companies, and expanding the lendable
resources available to apex finance institutions for
refinancing credit extended to small industries,
housing and exports.

In India, the Bank’s loan to individuals for housing
and other purposes is monitored through a prudent





























































































































































































































































