Customers will
remain insulated
from these
developments, but
will benefit from the
merger, say experts

SURABHI

Mumbai, April 11

With the country’s largest
mortgage financier HDFC Ltd
merging with HDFC Bank,
banks that are already the
dominant players in the home
loan segment are likely to gain
more market share. A few
years ago, housing finance
companies (HFCs) had been
gaining market share from
banks in individual housing
loans but it reduced after the
IL&ES crisis.

According to a recent report
from Crisil, the assets under
management of HFCs were
13.2-lakh crore as of March 31,
2021 Since HDFC's AUM of
X5.69-lakh crore, accounting
for 43 per cent of the segment
is now getting transferred to
HDFC Bank, the proportion of
housing loans held by banks
will increase further.

Loan book
Over three-fourths of the loan
book of HFCs is made up of in-
dividual housing loans. Out-
standing individual housing
loans of HFCs as of September
2021 were ¥7.43-lakh crore. But
this amounted to a market
share of just 32 per cent, as per
the National Housing Bank’s
(NHB)report of ‘Trend and Pro-
gress of Housing in India 2021
Scheduled commercial
banks had the lion’s share in
individual housing loans with
a market share of 68 per cent.
The market share of banks in
individual housing loans has
been increasing over the year,
rising from 62 per cent in 2017-
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Housing finance companies at play
HDFC is the largest HFC in the country
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Banks lead marketshare in housing loans

Outstanding individual housing loans by
primary lending institutions as on Sep 2021

Outstanding individual Amount %
housing loan by PLis ®eor) share
Housing Finance Companies 743,157 32
Scheduled Commercial Bank 15,99,395 68
« of which public sector banks  9,78,136 'yl
+ private sector banks 5,07,462 21
« Other SCBs- (RRB, etc) 1,13,797 5
Total of HFCs and SCBs 23,42,552 100

Source: HOFC, individual companies, NHB

18 to 67 per cent in 2019-20.
Meanwhile, the market share
of HFCs reduced from 38 per
cent to 33 per cent in this
period.

“The merger of HDFC with
HDFC Bank will lead to more of
the market share of housing
finance going to banks. The
market share of HFCs in the
segment had been increasing
but it will reduce to about 25

per cent post the merger,” said
an industry source.

Experts also note that the
merger of HDFC Ltd with HDFC
Bank, though will be com-
pleted in a period of about 18
months, comes at a time when
there is uncertainty over
strategies by other large hous-
ing finance companies.

The erstwhile Dewan Hous-
ing Finance Corporation Ltd is
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now with Piramal Capital and
Housing Finance Company Ltd
while there are also questions
over the future of LIC Housing
Finance. Life Insurance Cor-
poration of India, in its DRHP,
has said that either IDBI Bank
or LIC Housing Finance will
have to exit the home loan
business by November 2023.
Other large players include In-
diaBulls Housing Finance and
PNB Housing Finance.

“Almost all the top HFCs are
going through interesting
times. The segment will even-
tually see more medium to
small size players come into fo-
cus,” the source noted, adding
that there are only 12 HFCs that
have assets under manage-
ment (AUM) of over 15,000
crore and five with AUM
between 10,000 crore to
15,000 crore.

Home loan growth outlook
In all, there are about 102 HFCs
in the country. The outlook for
home loan growth is also pos-
itive with robust demand for
home loans, and both banks
and HFCs are working to in-
crease their market share. The
co-origination model is seeing
good participation from both
banks and HECs.

Experts, however, noted that
customers will remain insu-
lated from these develop-
ments and will, in fact, benefit
from the merger of HDFC and
HDFC Bank. “Customers will
benefit from the lower cost of
funds available through HDFC
Bank once the merger takes
place,” said Deo Shankar Tri-
pathi, Managing Director and
CEO, Aadhar Housing Finance.

The merger will also give a
big boost to HDFC Bank, which
hasjustan1i per cent contribu-
tion from mortgages in its
loan book. HDFC Ltd has total
advances of ¥5.25-lakh crore as
of December 3, 2021, with indi-
vidual loans making up 77 per
cent of its book. It has 651 of-
fices inclusive of 206 outlets of
HDEC Sales.



