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The mortgage finance sector has been considered as one of the
safest bets for financiers in the last few years

The liquidity crisis has crimped credit growth for housing finance companies
(HFCs) and is unlikely to improve much in FY20, even as the weak external
environment will put a pressure on asset quality, warns a report.

HFCs are expected to report a 13-15 percent credit growth in FY19, which will
inch up to 14-16 percent in next fiscal year, ratings agency Icra has said in a
weekend report.

Aggravating the difficulties will be a likely pressure on the asset quality front
due to the weak operating environment, it warned.

“Discussions with some HFCs reveals that their stock of repossessed assets
has also increased, due to the lower saleability of those assets leading to an
elongated recovery time,” it explained.

Gross non-performing assets (NPAs) of the home loan segment will increase to
up to 1.3 per cent in the medium term from the present 1 per cent levels, it
said.
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If we include project loans, their overall NPAs will shoot up to 1.8 per cent in
the medium term from the present 1.4 per cent, it said.

The ongoing troubles will result in a narrowing of margins and accordingly, a
moderation of profit levels to 14 per cent levels in FY19 from 18 per cent in
the year-ago period, it said, adding it expects bottomline to be at the same
levels in FY20 as well.

It can be noted that the mortgage finance sector has been considered as one of
the safest bets for financiers in the last few years, as the segment has been
largely resilient.

The agency said key factors to monitor from a credit quality perspective are
home loans extended to borrowers where the underlying projects have been
significantly delayed and under-construction properties sold by builders under
subvention schemes or buyback/assured return schemes, its Vice-President
Supreeta Nijjar said.

Following the September 2018 liquidity crisis triggered by the bankruptcy of
Infrastructure Leasing and Financial Services (IL&FS), with a slowdown in
the HFCs’ credit growth, banks have been quick to seize the opportunity, the
agency said.

The housing loans portfolio for HFCs and other shadow banking lenders came
down to 13 per cent from 18 per cent in the year-ago period, while the overall
housing credit outstanding growth also narrowed down to 16 per cent from 18
per cent, it said.

HFCs are resorting to curbing their disbursements and also portfolio sell-
downs to meet their funding requirements following the liquidity squeeze, it
said.

It can be noted that the events following the defaults started by infra lender
IL&FS in August last year have resulted in a liquidity crisis for the non-
banking financial companies (NBFCs) segment.

While the squeeze has subsided, players complain about high cost of funds.
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Experts attribute the troubles at the NBFCs to asset liability mismatch, where
short term borrowings are used to fund long term assets.

The rating agency said most HFCs have started strengthening their liquidity
buffers to meet any sudden market disruptions and near-term debt obligations.

It said the proposed National Housing Bank (NHB) amendments in capital
adequacy, deposit mobilisation and leverage norms are positives for HFCs.

housing finance

0

COMMENTS

Next Story
“Govt should not treat RBI at par
with other departments under its
control”

You May Like by TaboolaSponsored Links

Coverfox.com

Max Bupa Health Insurance

Amity University Online

Financial Security + Extra Benefits With Term Plan @ Just ₹423*p.m.

Cashless claims process in 30 mins

Learn Blockchain for a rewarding career. Enrol for Amity Online's
PGD in Blockchain Management

Freedom Demo Days. Book Your Test Ride Now

https://epaper.thehindubusinessline.com/?utm_source=BLSite&utm_medium=ArticleBanner&utm_campaign=BL799&promocode=BL799
https://www.thehindubusinessline.com/topic/housing-finance
mailto:?subject=No%20end%20of%20tunnel%20for%20HFCs%2C%20FY20%20looks%20as%20difficult%20as%20FY19%3A%20Report&body=https%3A%2F%2Fwww.thehindubusinessline.com%2Fmoney-and-banking%2Fno-end-of-tunnel-for-hfcs-fy20-looks-as-difficult-as-fy19-report%2Farticle26625303.ece
whatsapp://send?text=No end of tunnel for HFCs, FY20 looks as difficult as FY19: Report https://www.thehindubusinessline.com/money-and-banking/no-end-of-tunnel-for-hfcs-fy20-looks-as-difficult-as-fy19-report/article26625303.ece?utm_campaign=amp_article_share%26utm_medium%3dreferral%26utm_source%3dwhatsapp.com
https://www.thehindubusinessline.com/money-and-banking/no-end-of-tunnel-for-hfcs-fy20-looks-as-difficult-as-fy19-report/article26625303.ece#comments_26625303
https://www.thehindubusinessline.com/money-and-banking/govt-should-not-treat-rbi-at-par-with-other-departments-under-its-control/article26619958.ece
https://www.thehindubusinessline.com/money-and-banking/govt-should-not-treat-rbi-at-par-with-other-departments-under-its-control/article26619958.ece
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbnails-b:Below%20Scroll%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=thehindu-businessline&utm_medium=referral&utm_content=thumbnails-b:Below%20Scroll%20Thumbnails:
https://www.coverfox.com/lp/aws/term-insurance/new-term-min/?click_id=CjA1NjQ2YzkwZS01ZWE3LTRhMzUtODRmNy1iODY1MjRkNTMyZGQtdHVjdDM4OGFlOWYSGWNvdmVyZm94LXRlcm1pbnN1cmFuY2Utc2M&network=taboola&category=term-content-first-lp&utm_source=taboola&utm_medium=thehindu-businessline&utm_campaign=content-first-lp&utm_content=english_ads&utm_term=1crore423pm
https://bs.serving-sys.com/serving/adServer.bs?cn=trd&mc=click&pli=27756063&PluID=0&ord=[timestamp]
https://careersoftomorrow.amityonline.com/BlockchainTechnologyAndManagement.aspx?utm_source=taboola&utm_medium=thehindu-businessline&utm_campaign=2019-BTM-Desktop
https://ad.doubleclick.net/ddm/trackclk/N5115.1006845TABOOLA.COM4/B22339447.241587691;dc_trk_aid=438441496;dc_trk_cid=113083725;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=


3/25/2019 No end of tunnel for HFCs, FY20 looks as difficult as FY19: Report - - The Hindu BusinessLine

https://www.thehindubusinessline.com/money-and-banking/no-end-of-tunnel-for-hfcs-fy20-looks-as-difficult-as-fy19-report/article26625303.ece 4/4

Harley-Davidson India

https://ad.doubleclick.net/ddm/trackclk/N5115.1006845TABOOLA.COM4/B22339447.241587691;dc_trk_aid=438441496;dc_trk_cid=113083725;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=

