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Business Update 



2000 

Á  Started as an NBFC 5 

Á  IPO and listing  
Á  Multi-product lending 

Launched secured mortgage and commercial vehicle loans 

Á  Conversion to HFC 
Á  LƴŘƛŀΩǎ оǊŘ ƭŀǊƎŜǎǘ IC/ ōȅ ǎƛȊŜ 
Á  PAT 12.7 Bn, RoE: 26% 

2011- 12  

2012-13  

2014-15  

2015-16  ÁBalance Sheet:  764.4 Bn 
ÁPAT:  23.4 Bn 
Á  40 Bn raised through QIP 

issue 
ÁNet worth of  107 Bn: 2nd 

highest among private HFCs/ 
NBFCs 

Á  Credit Rating upgraded to AAA 
Á  Gross disbursements 
 cross  1,000 Bn 
Á  Balance Sheet:  572.3 Bn 
Á  PAT:  19.0 Bn 
Á  RoE: 29% 

ÁMortgage finance focused growth plan. Home loans to prime 
salaried segments 
Á  In-house sales team ramp upto over 1,000 employees 
Á  Credit rating upgraded to AA  
Á  Retail mortgage constitutes 70% of loan book  
Á  Balance sheet crosses  200 Bn, RoE : 17% 

Á  Credit rating upgraded to AA+ 
Á  PAT crosses  10 Bn 
Á  Balance sheet crosses  300 Bn, RoE: 22% 

2009-11  

Á  Credit rating of AA- 
Á  Loan book crosses  100 Bn 
Á  Exit from unsecured personal and business loans 

2006 

2008 

2004-05 

14.1 

48.1 

64.2 

84.6 

198.4 

339.6* 

Market 
Cap  

(  Bn) 

40.9 

105.6 

IPO: Initial Public Offering; QIP: Qualified Institutional Placement; HFC: Housing Finance Company; NBFC: Non- Banking Financial Company 

Our Journey 

*  As on 20th Sep , 2016 
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  Q1 FY 16-17 Q1 FY 15-16 
Y-o-Y 

Growth (%)  

Balance Sheet (  Bn) 820.69 599.59 36.9% 

Loan Assets (  Bn) 710.26 540.22 31.5% 

Total Revenues (  Bn)  25.97 20.25 28.3% 

NII (  Bn)  10.53 8.21 28.2% 

PBT ( Bn)  8.70 6.92 25.7% 

PAT (  Bn)  6.30 5.11 23.2% 

ÅLƴŘƛŀΩǎ first e-Home Loans: Will propel growth, increase reach & productivity and reduce costs 
 

ÅRoE maximisation through capital conservation: Sold down  50 Bn of loans in last 12 months and Issued  6.1 
Bn of tier II capital in Q1 FY17 

  FY 15 - 16 FY 14 - 15 
Y-o-Y 

Growth (%)  

Balance Sheet (  Bn) 764.36 572.31 33.6% 

Loan Assets (  Bn) 686.83 522.35 31.5% 

Total Revenues (  Bn)  92.26 72.53 27.2% 

NII (  Bn)  37.94 29.67 27.8% 

PBT ( Bn)  31.21 24.73 26.2% 

PAT (  Bn)  23.45 19.01 23.3% 
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                             Υ LƴŘƛŀΩǎ мst Online Home Loans 

Å Branch in pocket - 24x7 access 
Å Entire process from loan application to loan disbursal is online 
Å Aadhar enabled eSignature ς no need for scores of signatures 
Å eKYC ς biometric enabled, paper-free quick KYC 
Å Videos and multimedia based loan tutorials, click-to-call support 
Å Personalised assistance a click away 

Benefits to Customer 

Å Leapfrogging headway in brand presence and relevance 
Å Cost-to-income reduction ς reduced manpower, lean-branch loan fulfilment 
Å Unbound, branchless reach into tier II & III towns 
Å Transformation to a technology-centric organisational culture 

Benefits to Indiabulls Housing Finance 

Å Unique Identification Authority of India (UIDAI) Aadhar: eSign and eKYC 
Å Samsung for biometric retina scanners : eKYC 
Å National Security Depository Limited (NSDL): PAN verification 
Å Perfios: bank statement analysis and data capture 
Å Made ǇƻǎǎƛōƭŜ ōȅ tǊƛƳŜ aƛƴƛǎǘŜǊΩǎ 5ƛƎƛǘŀƭ LƴŘƛŀ campaign 

Technology Partners 



8 

Operational Update 



Business Summary 

Å Loans Outstanding    :  710.26 Bn  
  (June 30, 2016)     : (US$ 10.60 Bn) 

 
Å Loan Assets CAGR (5 years)   : 28 % 
 
Å Cumulative Loans given to retail Customers : 8,47,791 
 
Å Cumulative Loans Disbursed till date  :  1,380.0 Bn 
        (US$ 20.60 Bn) 

 
Å Cost to Income Ratio (FY 2016)   : 14.3% 

 
Å Profit After Tax CAGR (5 years)   : 26% 
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US $ amounts are converted based on the exchange rate of US $1 =  67 



 13   15  
 19  

 24  
 30  

 38  

 11  

FY11 FY12 FY13 FY14 FY15 FY16 Q1 FY17 

NII 

10 

 253  
 322  

 391   444  
 572  

 764   821  

Mar-11 Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Jun-16 

Balance Sheet 

25 
38 

48 
59 

73 
92 
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FY11 FY12 FY13 FY14 FY15 FY16 Q1 FY17 

Revenue 
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FY11 FY12 FY13 FY14 FY15 FY16 Q1 FY17 

PBT 

CAGR: 25% CAGR: 30% 

CAGR: 23% CAGR: 26% 

Amounts in  Bn 

Growth Track Record 

 198  
 275  

 344   412  
 522  

 687   710  

Mar-11 Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Jun-16 

Loan Assets 

CAGR: 28% 

 8  
 10  

 13  
 16  

 19  
 23  

 6  

FY11 FY12 FY13 FY14 FY15 FY16 Q1 FY17 

PAT 

CAGR: 26% 
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Long Term  
Rating 

Short Term 
Rating 

CARE Ratings AAA A1+ 

Brickwork Ratings AAA 

/wL{L[ ό! {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ /ƻƳǇŀƴȅύ AA+ A1+ 

L/w! ό!ƴ !ǎǎƻŎƛŀǘŜ ƻŦ aƻƻŘȅΩǎ LƴǾŜǎǘƻǊ {ŜǊǾƛŎŜύ AA+ A1+ 

India Ratings & Research (A Fitch Group 
Company) 

A1+ 

Credit Ratings 

Lƴ vм C¸мт L.IC[Ωǎ ǎǳōƻǊŘƛƴŀǘŜ ŘŜōǘ ŎǊŜŘƛǘ ǊŀǘƛƴƎ ǿŀǎ ǳǇƎǊŀŘŜŘ ǘƻ ǘƘŜ ƘƛƎƘŜǎǘ !!! ǊŀǘƛƴƎΦ L.IC[ ƛǎ ƴƻǿ ŀƳƻƴƎǎǘ 
the select few financial services companies that enjoys AAA on both senior and subordinate debt 



Country Wide Reach 

Service 
Centers 

 Branches 

Master Service 

Centers (MSC) 

Head office 

ÅCore credit committee 

ÅLoans above pre-
defined limits go to 
the committee 

 

 

 

ÅRegional credit hub  

ÅDetailed credit 
analysis 

ÅUnderwrites high 
value cases 

ÅWalk-in 
branches  

ÅCustomer 
interaction and 
service delivery 

ÅCredit authority 
for low-ticket 
sizes 

ÅCustomer 
interaction and 
service delivery 

ÅRecommends 
proposals 

ÅNo credit authority 

12 

Housing Finance Company  
of the year FY15-16 

Superbrands India 
2016 

Awards and Accolades 

Accommodation 
Times 

Business 
Superbrand 
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Indian Mortgage Market 
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Å The real estate sector in India is at an inflection point, with sales in the top six residential markets showing strong 
positive uptake 
 

Å Mumbai residential sales up y-o-y by 23%1 for H1 CY 2016 
 

Å Bangalore residential sales up y-o-y by 18% 1 for H1 CY 2016 
 

Å 57.32% y-o-y growth in home loan disbursals in Gujarat 
 

Å Affordable segment continued to maintain the largest share of total residential sales. More than 70% of the units 
sold were from the affordable housing segment3 

 
Å Private equity inflow into the sector has crossed 2007 levels in first five months of 2016; expected to cross 

previous high of 2008 4 

 
Å Real estate developers seeing strong pick up in sales 

џ Godrej Properties has sold all the flats in phase I of its project Ψ¢ƘŜ ¢ǊŜŜǎΩ ς 93% of this within one month of launch 
џ Mahindra Lifespace sold 60% of its units in ΨaŀƘƛƴŘǊŀ WindchimesΩ within a month of its launch; and also sold 60% of its 

inventory in ΨVivanteΩ ς with the 700 sq.ft . apartments completely sold off 
џ Kotak Mahindra's private equity arm raised  16 Bn to invest in residential projects over the next 3-4 years 

 
 

 
 
 
 
 

1 ς Knight Frank report, 2-SLBC, Gujarat report, 3- Liases Foras, 4- JLL report   

Growth Momentum:  
Trends in Residential Real Estate 

DNA, Mar 8, 2016  Economic Times, Mar 24, 2016 Economic Times, Jul 11, 2016 



Å Office space demand in the first half of CY 2016 grew by 12%1 y-o-y across top 6 cities in India 

 

Å Office space leasing in the top 7 cities of India was up by 18% y-o-y in CY20152 

 

Å Absorption of 17 Mn sqft during H1 CY 2016 

ï Mumbai Metropolitan Region experienced a growth of 50%1 y-o-y in the commercial space leasing in H1 CY 2016 

ï Hyderabad reported the highest growth of 91%1 in the commercial space leasing 

   

Å Office space vacancy is at a 5-year low. Office space vacancy in metros has slipped below 10% 

 

Å Driven by real demand as corporates implement growth plans 

 

Å As a rule of thumb, 100 sqft of office space requires 1,000 sqft of residential space 

 

Å Leasing activity is the highest in suburban and peripheral localities, which coincide with supply of affordable 
housing 

15 

Economic Times, Apr 19, 2016  

Growth Momentum:  
Trends in Commercial Real Estate 

1 ς Knight Frank report; 2 - CBRE report  

Mint, Jun 20, 2016  



 
Real Estate (Regulatory & Development) Act, 2016 will lead to a structured, transparent and 
disciplined sector 
 

Regulator 

Tax Incentives 
Increased tax incentive reduces effective housing loan yields to 4.0% for a 9.4% housing loan for first-
time home buyers buying affordable houses 

16 

 
100% tax exemption on profits from building affordable housing will attract organized developers and 
increase supply  
 

Budget 2016-17 

Favorable 
Demographics 

66% of LƴŘƛŀΩǎ population is below 35 years of age. Urban housing requirement estimated to grow to 
45 million units by 2022 

Urbanisation to rise to 40% of population by 2030  from the present 31% 
Accelerating 
Urbanization 

Improving 
Affordability 

Rising disposable income, affordable housing loan interest rates and tepid property price inflation 
resulting in rapidly increasing affordability 

 
Housing for all by 2022; Smart cities plan; Atal Mission for Rejuvenation and Urban Transformation 
 

Government Policy 
Thrust 

Funding Drivers 
RBI focus on long-term liquidity; Distribution tax on securitization abolished; Insurance companies, 
provident & pension funds to invest 15% of corpus in affordable housing and infra 

First 6 Months of CY2016: Boost to the Housing Sector 

Key Structural Drivers of Housing Growth 

Accelerators of Housing 

Service tax exemption on construction of affordable housing will lead to reduction in prices, increasing 
affordability 

Fiscal Incentives 

Annual payout to 10 Mn government employees to go up by  1 Tn per annum. Increased disposable 
income will have positive impact on the housing sector   

7Th Pay 
Commission 



Housing Potential:  
Driven by Favourable Demographics 

Å Urban housing requirement: estimated at 45 million units by 20221 

 

Å Demand continues to increase due to rapid urbanization, which is expected to rise to 40% by 
2030, and growing trend of nuclear families  

 

 

 

17 1 ς Industry Reports; 2 ς RBI Deputy Governor Speech, Aug 2014 

09%  
17% 20% 

26% 29% 
41% 

81% 
88% 

India Thailand China Korea Malaysia Hong Kong USA UK 

Å Low mortgage penetration compared to advanced and emerging economies implies huge 
opportunity for growth 
 

Å Indian mortgage industry at an inflection point and is expected to grow five-fold in the next 10 
years 

 
 



Tax Incentive for Affordable Housing 

Amount in  * Interest Repayment Tax Break: Section 24 of the Income Tax Act 
# Principal Repayment Tax Break: Section 80C of the Income Tax Act 
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Particular 2016 2010 2000 

Loan amount  2,400,000 2,400,000 2,400,000 

Nominal Interest Rate(%) 9.40% 9.25% 13.25% 

Deduction allowed on interest repayment* 250,000 150,000 75,000 

Deduction allowed on principal repayment# 150,000 100,000 20,000 

Tax Rate applicable 34.61% 30.90% 34.50% 

Tenure (Yrs) 15 15 15 

Total amount paid per year 372,354 318,763 369,140 

Interest component 222,354 218,763 314,777 

Principal component 150,000 100,000 54,363 

Tax amount saved 128,864 77,250 32,775 

Effective interest paid on housing loan 93,489 141,513 282,002 

Effective interest rate on housing loan 4.02% 6.02% 11.88% 
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Å Difference between rental yield and effective housing loan interest 
rate is only 0.9% 

 
Å For only  1,800 (US $ 27) per month more, a house costing  3 Mn 

can be purchased instead of renting it ς a tremendous incentive to 
own a house and create real assets 
 

Å Effective housing loan rate expected to slip below rental yield by FY18 
unleashing demand 
 

Å Tepid property price appreciation combined with wage inflation 
pushing up affordability 

Rental Yield v/s Housing Loan Cost 

Increasing Affordability 

* Source: NHB; Industry reports 

Source: NHB; Industry reports 

!ŦŦƻǊŘŀōƛƭƛǘȅ ƛǎ ŘŜŦƛƴŜŘ ŀǎ άtǊƛŎŜ ƻŦ IƻǳǎŜέ ŘƛǾƛŘŜŘ ōȅ ǘƘŜ ά!ƴƴǳŀƭ LƴŎƻƳŜέ 
Amount in  Mn 

3.7% 3.8% 

2.5% 
2.2% 

3.9%   3.9% 

2.1% 

3.0% 3.1% 

4.0% 

Ahmedabad Bengaluru Chennai Delhi Hyderabad Kolkata Mumbai Pune India 

Rental yield Effective Interest Rate on Housing Loans (4.0%) 

 1.3   2.0  

 3.0  

 0.4   0.6  
 1.0  

3.8 
3.4 2.9 

2005 2010 2015 

Price of House* Annual Income Affordability 

Buying a House: Prudent Financial Investment 

US $ amounts are converted based on the exchange rate of US $1 =  67 



Mortgage Market Growth 
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High demand growth driven by: 

ÅReducing interest rates compressing the gap between effective housing loan rates, after tax benefits, and rental yields, making 
house purchase increasingly compelling in comparison to renting  

ÅRising disposable incomes coupled with low effective interest rates, after tax benefits, resulting in steadily increasing 
affordability 

Source: RBI Database, NHB Reports & Industry Estimates  

1 ς Credit Bureau of India Ltd. (CIBIL) data 

Growing HFC Market Share in a Steadily Expanding Housing Loans Market 

(Amounts in  Bn) 

18% 

4,595 
 5,538 

 6,249 

 10,299 
 8,887 

7,526 

ÅHousing loan market is concentrated in the  1.5 Mn to  7.5 Mn range, demand in this segment is sustained and disbursements 
have grown YoY at 151% 

ÅHFCs which are particularly focused on sub -  7.5 Mn loans have out-paced industry growth at a CAGR of 22% between FY12 
and FY15  

 33%  
 34%  

 36%   37%  
 38%  

 39%  

Mar-10 Mar-11 Mar-12 Mar-13 Mar-14 Mar-15 

Banks' Share HFCs' Share 

17% 

HFC CAGR: 22% 

CAGR 
18% 



Parameters HFCs Banks NBFCs 

NPA Recognition 90 dpd 90 dpd 120 dpd 

CRAR 12% 9% 15%  

- Tier 1 6% 6% 7.5% 

Standard Asset 
Provisions 

Housing Loans 0.4% 0.4% 0.25% 

Others 1% 0.25-1% 0.25% 

SARFAESI Coverage Yes Yes Yes 

Å  HFCs are regulated by National Housing Bank (NHB), a wholly owned subsidiary of the Reserve Bank of India (RBI) 

Å  New regulatory guidelines are uniformly applied to both banks and HFCs 

Regulations 
Imposed 
for Banks 

Imposed 
for HFCs 

Waiver of pre-payment penalties on home loans 7 May 2014 18 Oct 2010 

Deferred tax liability creation for profit appropriation towards regulatory reserves 30 May 2014 27 May 2014 

Waiver of pre-payment penalties on all other individual loans 27 May 2014 14 Aug 2014 

Individual housing loans: Rationalization of risk weights and LTV ratios 8 Oct 2015 9 Oct 2015 

No Regulatory Arbitrage: 
Regulatory Regime for Housing Finance /ƻΩǎ at par with Banks 

dpd : days past due 21 



Recent Regulatory Impetus 
Government policy focus and historically superior credit quality of housing loans has prompted the regulator to 
increase operational leverage and flexibility of the housing finance sector 

 

 

 

 

 

 

With an average ticket size of  2.5 Mn, IBHFL is focused on affordable housing, and a substantial reduction in 
risk weights by 15% in our core segment is very beneficial 

 

Despite upward revision of regulatory LTV cap to 90% for up to  3 Mn housing loans, IBHFL will not relax   
lending policy parameters on this  

 

Masala Bonds: Eases ECB guidelines and permits raising up to $ 750 Mn per year under automatic route 

Opens up a new and large investor class 

Avenue for greater diversification of borrowing profile 

Increases depth of capital markets 
 
Boost to sell-down transactions: Distribution tax on sell-down transactions in PTC done away with 

Ticket Size Bands 
LTV <= 3 Mn >3.0 ς 7.5 Mn > 7.5 Mn 

<= 75% 35% 35% 75% 

75% - 80% 35% 50% NA 
80% - 90% 50% NA NA 

> 90% NA NA NA 

Ticket Size Bands 
LTV <= 2 Mn >2.0 ς 7.5 Mn > 7.5 Mn 

<= 75% 50% 50% 75% 
75% - 80% 50% 50% NA 
80% - 90% 50% NA NA 

> 90% NA NA NA 

With effect from 9th Oct 15 In the past 

22 PTC: Pass Through Certificate 



Housing Loans: Lowest Risk Asset Class 
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2.4% 
2.9% 3.2% 

3.8% 
4.3% 

7.6% 

1.3% 1.2% 1.1% 1.1% 1.1% 1.1% 

Mar-11 Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 

Banks HFCs 

Å Housing loan NPAs are the lowest amongst all asset classes 

Å HFCs due to their singular focus and single-product specialized appraisal skills have low NPAs 

Å HFC NPAs have been declining even through the period of economic stagflation between 
2008 and 2015 

Split of Banking NPA levels (FY 12) GNPA (%) Comparison between Banks 
and HFCs 

Priority Sector Retail Loans Industries 

Source: RBI Working Paper Series 

Source: RBI and NHB  



Source: CRISIL Research 

Loan Against Property Market 

Secured Loans to Small Businesses 

 Basis of Loan Appraisal Collateral  Yields Risk Level 

Lending against components of 
business 

Factory/ office space 
Inventory 
Business receivables 

18%+ High 

Asset based lending 
Home/ commercial 
property 

14% - 18% Moderate 

Cash flow based lending 
Self-occupied 
Residential Property 

11% - 14% Low 

Lowςrisk Prime LAP 

Å Market estimated to grow at a CAGR of 17% 

Å IBHFL is a market pioneer with underwriting 
experience and capacity 

Å Cash flow based loan appraisal 

LAP Market Size - Disbursals ( Bn) 
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  35      38   57   64   65     65  
 343   404  

 460  

   600  
    760  

 850  

FY 13 FY 14 FY 15 FY 16 FY 17E FY 18E 

IBHFL Market 
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Financial and Operational Highlights 



Balance Sheet Assets 
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Cash, Cash Equivalents and Investments in Liquid Debt Instruments 
 

US $ amounts are converted based on the exchange rate of US $1 =  67 

Total Assets  

As at June 30, 2016  820.7 Bn  (US$ 12.25 Bn) 

As at June 30 , 2015  599.6 Bn  (US$ 8.95 Bn) 

Loan Book:    76% 
 
Cash & Liquid Investments*: 19% 
 
Other Assets:    5% 

76% 

19% 

5% 



Q1FY 15-16 

Asset Composition 
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Å Housing loans, which forms the majority of incremental disbursals, are disbursed at an 
average ticket size of  2.5 Mn;  average LTV of 71% (at origination) 

Å Retail ƭƻŀƴǎΩ runoff down to 1.4% per month. This has continuously reduced to a level that is 
now in line with industry average 

Q1FY 16-17 

Corporate Mortgage Loans 

76% 

22% 

2% 

77% 

23% 

Mortgage Loans Commercial Vehicle Loans 



Capital Conservation, Loan Book Growth  
at Steady Spreads 

Loans Sold (  Bn) 
(in preceding 12 months) 

Loan Assets (  Bn) 
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Stable Spreads 

 42  

 28  

 50  

June 14 June 15 June 16 

9.40% 9.34% 9.25% 

12.56% 12.52% 12.43% 

3.16% 3.18% 3.18% 

Dec 15 Mar 15 June 16 

CoF Yields Spread 

 364  
 479  

 628  
 56  

 61  

 82  

 420  

 540  

 710  

June 14 June 15 June 16 

Own Book Sell Down Total Loan Assets 

RoE Maximisation through Capital Conservation 
 

Å  11.14 Bn of loans sold down in Q1 FY17, more than double that of  5.22 Bn in Q1 FY16 
Å Total of  50 Bn loans sold down in preceding 12 months compared with  28 Bn in the 12 months preceding 

June 15  
Å  6.1 Bn of tier-II capital was raised in Q1 FY17 
Å Raising Tier-II capital increases operational leverage and helps conserve equity capital bolstering returns 

Loan Assets 5-Yr CAGR: 28% 

Own Book 5-Yr CAGR: 25% 



0.84% 0.85% 0.84% 

0.49% 0.49% 0.48% 

0.35% 0.36% 0.36% 

June 14 June 15 June 16 

Gross NPA General & Specific Provisions Net NPA 

Asset Quality 
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Å NPAs have remained within the target range for the last 19 quarters 
Å Standard Asset Provision and Counter-cyclical Provisions are over and above General and 

Specific Provision pool and are not netted off against Gross NPAs in calculation of Net NPAs 
Å  2.99 Bn of excess provisioning over and above regulatory requirements 
Å Standard asset provisioning  rates are 0.4% for housing loans and 1.0% for non-housing loans  

 

(as % of Total Loan Assets)  

As at June 30, 2016 
    (in  Bn) 
NPA (90+ dpd):      5.98 
 
Provisions for  
Contingencies:      8.75 
Of which 
NPAs:         3.40 
Other provisioning:        5.35 
 
Regulatory  
Provisioning:       5.76 
 
Excess Provisioning  
Over Regulatory 
Provisioning:                            2.99    

Provisioning Cover : 146%  of GNPA  

dpd: days past due 



Retail Mortgage Loans' Sourcing 

84%  of Mortgage loans are sourced in-house 

Å Nearly 85% of the incremental sourcing is done in-house by on-rolls employees 

74% 

16% 

10% 

Direct Sales Team* External Channels Branch Walk-ins 

*Direct Sales Team: on-rolls sales employees 

30 



Housing Loan Profile:  
Focus on Affordable Housing 
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Average Loan Size  2.5 Mn 

Maximum Loan to Value 80%   

Average Loan to Value 71% (at origination)  

Average Loan Term 15 years 

Primary Security Mortgage of property financed 

Repayment Type Monthly amortizing 

Å RBI defines affordable housing finance as housing loans to individuals up to  5 Mn for 
houses of value up to  6.5 Mn in the six metros and housing loans up to  4 Mn for 
houses of value up to  5 Mn in other towns /  cities 
 



Conservative Loan Against Property Profile 
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Average Loan Size  7.3 Mn 

Maximum Loan to Value 65%  

Average Loan to Value 49% (at origination) 

Average Loan Term 7 years 

Primary Security Mortgage of property financed 

Repayment Type Monthly amortizing 

Basis of Credit Appraisal Business Cash flow analysis based 
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LƴŘƛŀΩǎ ŦƛǊǎǘ 

v1.0 
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Evolution of Home Loans Distribution Model 

Pre 2005 

2005-16 

The Next 
Wave 

Å Entirely branch based. Multiple customer visits to the branch 

Å Long-drawn process usually taking 20+ days 

Å Tedious process for subsequent disbursals 

Å Multiple visits for on-going loan management, tax docs etc 

Å Lead generation at residential construction sites 

Å Doorstep service and loan fulfilment 

Å End-to-end process down to 7 to 10 days 

Å One branch visit mandatory 

Å Online components ease loan management 

Å Branch-in-your-pocket: Loan fulfilment through cell phones 

Å Technology and internet leveraged lean branch model 

Å On-line loan application, soft copy uploads, e-signature, eKYC 

Å Online disbursal to seller/ builder 

Å End-to-end paperless process 
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Traditional Home Loans Model 

Appointment with loan executive 
 
Hand-filled lengthy loan application form 
 
Multiple visits for additional documents 

Manual data entry from application form 
 
Manual scrutiny of documents 
 
Process non-transparent to customers 

Customer has to visit branch 
 
Physical copies of all documents required 
 
Hurried signing of multi-page agreement 

Å Lender driven process, not at customer convenience 

Å Takes 8 to 10 working days 

Å Loan files, property documents and agreements are physical copies, high storage risks and costs 

Å Customer has limited access to information and a limited window to review key clauses 

Å High manual dependency and prone to human errors and poor data capture 

Application &  
Document Completion 

Credit Appraisal & 
Sanction 

Disbursal 
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Online form filled at customer convenience 

Click-of-button call centre support 

Document upload and e-sign attestation 

Video and multimedia access to information 

Focus on appraisal. No manual data entry 
- Fields from app form. 
- Modules analyse submitted documents 

Quick turnaround. Improved productivity 

Digitally signed sanction letter 

 

No requirement to visit the branch 

Loan agreement e-signed 

Property documents collected from customer 

RTGS to builder/ seller account 

Å Process at customer convenience - 24x7 access 
Å Better access to education and loan information 

Å Takes a few hours from loan initiation to disbursal 

Å Elimination of human error. Vastly improved data quality 

Å Savings from a paper-free process, no storage costs and no risk of loss of important documents 

Application &  
Document Completion 

Credit Appraisal & 
Sanction 

Disbursal 

                             Υ LƴŘƛŀΩǎ CƛǊǎǘ hƴƭƛƴŜ IƻƳŜ [ƻŀƴǎ 
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                             : Manifold Operational Leverage 

Efficiency and Productivity  

ÅSeamless sourcing process. Low customer drop-out 
 
ÅTime spent on travel vastly reduced 

 
ÅManual data entry eliminated saving 5 man-hours per file 

 
ÅCredit can focus on appraisal and not data capture 

Cost Reduction  

ÅSave in manpower from automation of effort-intensive steps 
 
ÅVastly increased productivity of existing resources 

 
ÅLower dependency on physical branches. Fewer needed. 

 
ÅReduction in stationery, printing and document storage 

expenses 

Risk Management 

ÅReduction in operational risk from lower human involvement 
 
ÅReduction in fraud risk: 

Customer data validated from Aadhar and NSEDL 
Direct contact with IBHFL, no intermediaries 

 
ÅImproved data quality and reduced human error 

 
ÅImproved credit underwriting from focus on underwriting 

 
ÅRisk of misplacing documents reduced 

 

Brand Recall and Reach  

ÅBranchless reach to tier II and III locations 
 
ÅUnparalleled customer convenience 

 
ÅQuick turnaround before competition has begun process 

 
ÅVideos and multimedia tutorials and loan information 
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LAP Grading 
A Pioneering Initiative for Improved Risk Management 

and Greater Transparency 



Loan Against Property Grading from CRISIL and ICRA 

39 

Å [!t ƎǊŀŘƛƴƎ ŜƴƎŀƎŜƳŜƴǘ ǿƛǘƘ /wL{L[ όŀ {ǘŀƴŘŀǊŘ ŀƴŘ tƻƻǊΩǎ /ƻƳǇŀƴȅύ ŀƴŘ L/w! όŀ aƻƻŘȅΩǎ 
Investors Service Company) 

- CRISIL grades the loans on aspects such as past payment track record; nature of business and financial performance; 
nature of property; and loan attributes like ticket size, lending scheme, loan tenure, etc. 

- ICRA grades the loans on aspects such as financial strength; business and management; collateral strength, quality and 
enforceability; and attributes of the loan itself 

- Engagement with CRISIL was initiated in Q1FY16 and with ICRA in Q2FY16  

 

Å Concurrent grading by multiple rating agencies 

- Offers IBHFL a broader and deeper perspective and means to further improve loan portfolio 

- Rating agencies are important stakeholders: exercise will increase comfort and transparency on the asset class 

 

Å Grading exercise will build into a comprehensive risk model 

- Portfolio performance and delinquency is being tracked against loan grades 

- Proactive customer management: retention, upsell/ cross-sell, delinquency management 

- Learning is being fed back to improve loan underwriting and continuously upgrade lending policy 



Detailed assessment of key factors determining quality of LAP loans 
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Financial Strength  

ÅInterest and debt service cover 
ÅRevenues, margin and profitability 
ÅNetworth and leverage 
ÅGrowth track of key financial parameters 

 

Collateral Quality 

ÅProperty type and location 
ÅValuation of property 
ÅOwnership and title chain of property 
ÅAdherence to local zoning and planning permissions 

 

Business Management  

ÅBusiness sector and sectoral prospects 
ÅBusiness duration and track record 
ÅDebt service track record 
ÅExperience and qualification of promoters and 

proprietors 
ÅManagement strength and experience 

 

Underwriting Process Adherence 

ÅIndependent verification and valuation 
ÅThird party database checks 

CERSAI 
Registrar of companies 
Credit bureau checks 
CIBIL mortgage checks 
RBI willful defaulter list 
Experian Hunter fraud check 

 

 

CRISIL LAP Grading Methodology 
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ÅIncremental LAP loans from FY16 onwards are graded by CRISIL Ratings 
 

ÅGrading is based on customized scale developed by CRISIL Ratings for L.IC[Ωǎ LAP loans to small 
business owners 

 
ÅCRISIL grades the loans on aspects such as financial strength; business and management; 

collateral; and underwriting process 

Grading Segment Characteristics 

Grading 
Scale 

Quality of 
LAP Loans# 

Disbursals  
Apr15 ς 
Jun16* 

 Interest 
Service 

Coverage 
Ratio (ISCR) 

Total 
Outstanding 
Liabilities/ 

Total 
Networth 

Loan to 
Value (LTV) 

EBITDA 
Margins 

LAP1 Highest 9.2% 11.4 ς 13.5 1.3 ς 1.6 44% 14% ς 16% 

LAP2 High 80.4% 12.2 ς 14.4 2.0 ς 2.4 32% 12% ς 14% 

LAP3 Average 9.6% 13.8 ς 16.3 2.7 ς 3.1 29% 9% ς 11% 

LAP4 Below Average 0.3% 13.0 ς 15.5 1.1 ς 1.2 23% 15% - 16% 

LAP5 Poor 0.5% 8.4 ς 9.7 1.7 ς 1.9 33% 14% - 16% 

*CRISIL LAP grading engagement began in Q1FY16 and up till the publication of this earnings update, CRISIL had graded 73% of the disbursals from 
Apr 15 to Jun 16. 

# Adjudged by CRISIL in relation to other LAP loans extended to other borrowers 

5th Report 
CRISIL LAP Grading: Updated for Q1 FY17 

99% of incremental 
LAP loans are 
within the top 
three grades 



ICRA LAP Grading Methodology 
(2nd rating agency to grade LAP loans) 

Å In Q2 FY 2015-16, IBHFL tied up with rating agency ICRA to grade its incremental LAP loans 
 

Å L/w! [!t DǊŀŘƛƴƎ ǊŜŦƭŜŎǘǎ L/w!Ωǎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ ŎǊŜŘƛǘ ǉǳŀƭƛǘȅ ƻŦ ǘƘŜ ƭƻŀƴ ƻƴ ŀ L/w! ŘŜǾŜƭƻǇŜŘ 
customised scale 

Business and Business Owner 

 
ÅFixed obligation to income ratio 

(FOIR) 
ÅPast payment track record 
ÅCredit bureau check 
ÅNature of business and financial 

parameters 
ÅDue diligence checks 

Field credit investigation 
Personal discussion 
Reference checks 

 

Collateral  Quality and 
Enforceability 

 
ÅLoan to value ratio (LTV) 
ÅNature of property 

Residential 
Commercial 

ÅUsage of property 
Self occupied 
Rented 
Vacant 

ÅProperty location 
ÅQuality of construction 
ÅAdherence to sanction plans 

 

Loan Attributes 

 
ÅTicket Size 
ÅSourcing channel 
ÅLending scheme 
ÅLoan tenure 

 

Grading Assessment Parameters 
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Grading Characteristics 

Grading Scale 
Level of credit 

worthiness 
Grading 

Distribution* 
Median LTV Median FOIR 

LAP1 Excellent 15.1% 26% 34% 

LAP2 Good 66.1% 49% 50% 

LAP3 Average 18.5% 61% 59% 

LAP4 Below Average 0.3% 61% 66% 

LAP5 Inadequate - - - 

ÅIncremental LAP loans from FY16 onwards are graded by ICRA 
 
ÅGrading is based on customized scale developed by ICRA for L.IC[Ωǎ LAP loans to small business 

owners 
 

ÅICRA grades the loans on aspects such as business and business owner quality; collateral quality 
enforceability; and loan strengths 

3rd Report 
ICRA LAP Grading: Updated for Q1 FY17 

Over 99% of 
incremental LAP loans 
are within  the top 
three grades 
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Liabilities Profile 



14% 

81% 

5% 

Liabilities 
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Total Liabilities: 

As of June 30, 2016:      820.7 Bn (US$ 12.25 Bn) 
As of June 30, 2015:      599.6 Bn (US$ 8.95 Bn) 

{ƘŀǊŜ IƻƭŘŜǊǎΩ CǳƴŘǎΥ  113.6 Bn (US$ 1.70 Bn) 
 
Borrowings:   662.3 Bn (US$ 9.89 Bn) 
 
Other Liabilities:   44.7 Bn (US$ 0.67 Bn) 

US $ amounts are converted based on the exchange rate of US $1 =  67 



35% 38% 40% 

52% 49% 47% 

13% 11% 11% 

2% 2% 

June 14 June 15 June 16 

ECB 

Sell Down 

Bank Loans 

Debentures and Securities 

Funding Mix 

Total Borrowings: 

As of June 30, 2016:  662.3 Bn (US$ 9.89Bn) 
As of June  30, 2015:  508.6 Bn (US$ 7.59 Bn) 

US $ amounts are converted based on the exchange rate of US $1 =  67 
46 

Higher proportion of variable rate liabilities compared to peers, makes IBHFL best placed to take advantage of a reduction in interest rates 

ECB: External Commercial Borrowing 




