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Trend reversal: Housing loan
disbursement by state-owned
banks slows down

According to the bank-wise housing loan disbursement data for public
sector banks, the home loan disbursement in the first six months of FY16 is
less than half of what was disbursed in the full year in FY15.
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witnessed strong growth in their disbursement for housing loans. (Reuters photo) Q

If home loan disbursement by public sector banks is any indication of revival signs in
the real estate sector, then 2015-16 is yet to witness it. While the RBI data shows that
credit growth for housing sector rose 10.7 per cent in the first seven months for all
scheduled commercial banks, the disbursement of housing loans by these banks is
lagging. After having grown sharply over the last two years, this year may see a possible

decline, if the disbursements don’t pick up in the second half of FY16.

According to the bank-wise housing loan disbursement data for public sector banks, the
home loan disbursement in the first six months of FY16 is less than half of what was
disbursed in the full year in FY15. The growth has not come even though the Reserve
Bank of India cut the repo rate (at which RBI lends to commercial banks) by 125 basis
points in the calendar 2015 and banks brought down their housing loan interest rates by

up to 70 basis points.

As against a disbursement of Rs 1,12,364 crore in FY15, in the six month period between
April and September 2015 the amount of loan disbursed by the group of 26 public sector
banks stood at Rs 53,641 crore. This accounts for 47.7 per cent of the sum disbursed in
the full year 2014-15. So, unless the growth is substantial in the second half of the
financial year, 2015-16 will see a decline in disbursements by public sector banks and it
would be contrary to the developments in recent past as the disbursements for public

sector banks have grown sharply over the last two years.

BANK-WISE DATA OF LOAN DISBURSEMENT BY PUBLIC SECTOR BANKS
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The decline in growth in 2015-16, however, was not uniform across all the public sector
banks. While some banks have seen a substantial jump in their loan disbursement, there

are others whose performance has been dismal.

Those who top the list include are Oriental Bank of Commerce, Vijaya Bank and United
Bank of India as in the first six months they disbursed more than 60 per cent of the total
loans they gave in 2014-15. On the other hand, Union Bank of India and Bank of India
have witnessed the slowest take-off in disbursement this year. The loans given by these
two banks in the first six months only account for 28.6 per cent and 33.8 per cent

respectively of the loans disbursed by them in 2014-15.

It is interesting to note that State Bank of India, which accounts for almost 30 per cent of
the housing loans disbursed by the public sector banks, witnessed a growth in
disbursement in the first six months. It has already disbursed almost 55 per cent of the
amount that it disbursed last year. Had SBI not witnessed growth, the aggregate

disbursement for PSBs would have declined further.

As a result of growth in disbursement, State Bank of India increased its dominance and
the share of the bank in the aggregate of all public sector banks has risen from 26 per
cent at the end of March 2015 to 29.8 per cent at the end of September 2015. On the
other hand, Union Bank of India saw its share decline from 8.2 per cent in March 2015 to

4.9 per cent in September 2015.

Over the last few years, the public sector banks have witnessed strong growth in their
disbursement for housing loans. While the aggregate disbursement for the 26 banks in
the list stood at Rs 71,857 crore in 2012-13, the number rose to Rs 1,12,364 crore in 2014-

15 witnessing an absolute growth of 56 per cent in the last two years.

In the period between March 2013 and March 2015 the biggest growth in housing loan
disbursement was reported by Uco Bank (250 per cent). This was followed by Canara
Bank and Union Bank of India which reported growth of 205 per cent and 157.6 per

cent) respectively.



On the other hand Bank of Maharashtra has witnessed its loan disbursement declineQ
from Rs 2,159 crore in 2012-13 to Rs 2,013 crore in March 2015.

Experts are of the opinion that since the public sector banks have their presence in the
remotest parts of the country, they are well placed to play an important role in the

government’s ambitious mission of Housing for All.
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