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Issue opens on 08-05-2017 

Issue closes on 11-05-2017 

Expected date of Listing –  

16th May 2017  

Price band ₹ 56 - ₹60 
(Discount of Rs 2 for retail 
investors) 

Issue Size ₹1142.73 -
1224.35  Cr. 

Face Value ₹10 /- 

Offer for Sale- 100% 

Issue Offer – 204,058,747 
shares  

QIB Portion Not more than 
50% of the issue size. 

Retail Portion Not morethan 
35 % of the issue size. 

Non Institutional Portion Not 
More than15 % of the issue size 

BRLMs:IDBI Capital, ICICI Sec, 

Nomura Financial and SBI Caps  

Company Background – 

Housing & Urban Development Corporation Ltd (HUDCO) is a wholly-
owned Government company with more than 46 years‟ experience in 
providing loans for housing and urban infrastructure projects in India. It 
has been conferred the status of Miniratna (Category-I Public Sector 
Enterprise) by the GoI.  

As at December 31, 2016, its total sanctioned loans since inception 
was Rs. 1,631,372.4 million, Rs. 602,288.7 million of which, or 36.92%, 
were Housing Finance loans and Rs. 1,029,0873.7 million of which, or 
63.08%, were Urban Infrastructure Finance loans. As at December 31, 
2016, its total outstanding Loan Portfolio was Rs. 363,858.2 million, 
Rs. 112,281.4 million of which, or 30.86%, were Housing Finance 
loans and Rs. 251,576.8 million of which, or 69.14%, were Urban 
Infrastructure Finance loans and project-linked bonds 

Under HUDCO Niwas, it provides financing to individuals directly and 
bulk loans to State Governments, their agencies and public sector 
undertakings (“PSUs”) for on-lending to their employees and to other 
HFCs for on-lending to the general public.  

With respect to urban infrastructure finance, it make loans for projects 
relating to: water supply; roads and transport; power; emerging 
sectors, which includes SEZs (special economic zones), industrial 
infrastructure, gas pipelines, oil terminals and telecom sector projects; 
commercial infrastructure and others, which includes shopping centres, 
market complexes, malls-cummultiplexes, hotels and office buildings; 
social infrastructure and area development; and sewerage, drainage 
and solid waste management (collectively, “Urban Infrastructure 
Finance”) 

The objects of the Offer are: (i) to carry out the disinvestment of 
200,190,000 Equity Shares by the Selling Shareholder constituting 
10% of Company‟s pre-Offer paid up Equity Share capital and (ii) to 
achieve the benefits of listing the Equity Shares on the Stock 
Exchanges. HUDCO will not receive any proceeds from the Offer and 
all proceeds shall go to the Selling Shareholder 

 

 

 



Housing Sector Outlook  – 

Housing Finance Market in India  

Traditionally, the Indian housing finance market has been largely catered to by Banks and HFCs. Together, 

they play a significant role in the housing finance system that promotes competition, market efficiency and 

consumer choice with improved terms and conditions in obtaining housing finance. (Source: NHB Report on 

Trend and Progress of Housing in India, 2015)  

The most prominent HFCs in India are widely recognized as LIC Housing Finance Limited, Indiabulls Housing 

Finance Ltd, Dewan Housing Finance Corporation Limited, PNB Housing Finance Limited, Housing 

Development Finance Corporation Limited and Gruh Finance Limited. ICRA estimates that the total housing 

credit outstanding in India as at June 30, 2016 was around Rs. 12.8 trillion compared with Rs. 12.4 trillion as at 

March 31, 2016, indicating a year on year growth of 19% (19% in Fiscal 2016).  

The share of HFCs and NBFCs in the overall mortgage finance market remained steady at 36% as at June 30, 

2016, with commercial banks accounting for the remaining 64%. ICRA believes that HFCs and NBFCs are 

likely to benefit due to their focused approach, thrust on the relatively high growth segments like Affordable 

Housing and self-employed customers, and their comparatively superior service levels 

In ICRA‟s opinion, the housing finance sector will register a growth of around 18% to 20% in Fiscal 2017, 

compared with the 5-year CAGR of 18% in Fiscal 2011 to Fiscal 2016. The growth is likely to be supported by 

some pick-up in primary sales, new launches and a healthy growth in the Affordable Housing segment. ICRA 

expects banks to grow their home loan books at around 16% to 19% and HFCs at a slightly higher pace of 

around 17% to 21% leading to an overall growth of 18% to 20% in Fiscal 2017.  

The long-term growth outlook for the sector remains positive given the Government‟s focus on “Housing for All” 

by 2022, and the favourable regulatory environment. (Source: ICRA – Indian Mortgage Finance Market-Update 

for Q1FY17) While ICRA expects the large players to continue to dominate the mortgage market in the medium 

term, the smaller HFCs that have been expanding their portfolio over the last few years are likely to increase 

their share given their focus on relatively untapped segments. (Source: ICRA – Indian Mortgage Finance 

Market-Update for Q1FY17) 

HUDCO plays a key role in various Governments’ schemes to develop the Indian housing and urban 

infrastructure sectors – 

HUDCO play a key role in various Governments‟ schemes to develop the Indian housing and urban 

infrastructure sectors, such as DAY-NULM, JNNURM and PMAY-HFA (Urban), through the appraisal and 

monitoring of projects. Through its role of appraising projects under various Government schemes, it has built 

a strong relationship with State Governments and their agencies. This gives a better chance of providing loans 

to those entities, whether for projects under those schemes or otherwise.  

Another advantage of lending to State Governments and their agencies is that for the purposes of calculating 

its CRAR, the HFC Directions on capital adequacy accord a “zero” risk-weight to such loans if they are 

guaranteed by a State government. Its CRAR as at December 31, 2016 was 63.70% compared with the 

regulatory requirement of 12.00% 

HUDCO enjoys a established track record, profitable since inception and a strong financial position:  

HUDCO has been profitable since inception over 46 years ago, including a profit after tax of Rs. 4,968.6 million 

(consolidated), Rs. 8,096.1 million (consolidated), Rs. 7,683.2 million and Rs. 7,339.7 million for the six months 

ended September 30, 2016 and Fiscals 2016, 2015 and 2014, respectively. As at December 31, 2016, it had a 

networth of Rs. 89,082.6 million (standalone). Its CRAR as at December 31, 2016 was 63.70%, all of which 

was Tier 1 capital, compared to the minimum required CRAR of 12.00% and a minimum Tier 1 CRAR of 

6.00%. Its sustained performance and profitability enabled it to earn the Miniratna (Category-I Public Sector 

Enterprise) status, which was conferred to it in Fiscal 2005 



HUDCO enjoys a pan-India presence and strong relationships with State Governments and their 

agencies:  

In addition to HUDCO‟s registered and corporate office and research and training wing in New Delhi, it has 21 

regional offices and 11 development offices, giving a presence in the capital city of each State (except for 

Gujarat and Andhra Pradesh, where it has an office in Ahmedabad and Vijaywada, respectively), the major city 

of three Union territories and in other cities in two States. Its regional offices are responsible for developing 

business and are able to sanction loans up to a certain limit. Its development offices are also responsible for 

developing business but they are not permitted to sanction loans.  

HUDCO‟s pan-India presence has enabled it to develop strong relationships with State Governments and their 

agencies. Its pan-India presence has also enabled it to diversify the geographical risk of its Loan Portfolio.  

HUDCO also has a experienced senior management team and a large pool of skilled and professional 

employees – 

Members of senior management team, which includes Senior Management Personnel, has an average of 23 

years” experience in the finance industry and has been associated with HUDCO for an average of 21 years. As 

at December 31, 2016, it had 874 full-time employees with diverse qualifications in areas such as finance, 

economics, architecture, engineering, law, planning and designing, and sociology. This large and diverse pool 

of talent enables it to better appraise loan applications, monitor and recover loans and raise funds 

In addition to growing HUDCO total Loan Portfolio, two of its goals are to increase Housing Finance (which 

includes social housing) loans and social housing loans as a percentage of its Loan Portfolio. State 

Governments and their agencies will continue to play a key role in helping to finance the building of new 

dwellings for the LIG, EWS and persons in rural areas and this provides HUDCO with the opportunity to grow 

Loan Portfolio and increase Housing Finance loans and social housing loans as a percentage of its Loan 

Portfolio.  

HUDCO is able to borrow funds for on-lending for social housing at lower interest rates that it otherwise would 

be able to if the GoI allocates its amounts for issuing tax-free bonds or capital gains bonds or it enters into 

refinancing transactions with the NHB 

Increase financing of housing and urban infrastructure projects with increasing geographical reach to 

smaller cities – 

HUDCO plans to increase its financing of housing and urban infrastructure projects in India, with an emphasis 

on increasing its loans to State Governments and their agencies where the projects/ultimate beneficiaries of 

those loans are in smaller cities, where there is a greater demand for finance for housing and urban 

infrastructure projects. It also plans to strengthen and expand its relationships with its existing customers as 

well as identify new customers in these sectors 

Shortage of Housing The shortage in urban housing for the period from Fiscal 2012 to Fiscal 2017 has been 

estimated at close to 19 million dwellings, which can increase significantly if the rate of urbanization increases. 

(Source: Report of the Technical Group on Urban Housing Shortage (TG-12)(2012- 2017), the MoHUPA)). As 

per a study by India‟s Ministry of Rural Development (“MoRD”), the total rural housing shortage for the 12th 

Five Year Plan (2012-17) (the “12th Plan”) is 44 million dwelling units.  

The same study identified access to finance as a critical and fundamental pre-requisite for habitat 

development. (Source: Working Group on Rural Housing For XII Five Year Plan, September 2011, MoRD) Tax 

Benefits Pursuant to Section 80C of the Income Tax Act, an individual is eligible to claim the deduction of the 

payments made towards repayment of an amount borrowed for the purpose of purchasing or constructing a 

residential house from any public company formed and registered in India with the main object of carrying on 

the business of providing long-term finance for the purchase or construction of houses in India for residential 

purposes.  

 



Pursuant to Section 24(b) of the Income Tax Act, one can claim a deduction for the amount of interest paid on 

the capital borrowed for the purpose of the acquisition, construction, repair and reconstruction of a property. 

Affordable Housing Finance Segment Affordable Housing is emerging as a key growth segment.  

As per ICRA‟s estimates, the total loan book of the players in the Affordable Housing segment stood at Rs. 960 

billion as at March 31, 2016, registering a year-on-year growth of 28%. Portfolio growth for new players in the 

segment was much higher at 82% (albeit on a much smaller base) during Fiscal 2016, with a total loan book of 

Rs. 139 billion as at March 31, 2016.  

Most players in the Affordable Housing segment are of relatively recent vintage, starting operations around 4-5 

years ago. Consequently, they continue to be in expansion mode and registered a 3-year CAGR of close to 

90% in portfolio growth, while the growth of seasoned players has been in line with overall HFC growth. 

(Source: ICRA – Indian Mortgage Finance Market-Update for Q1FY17.  

In terms of market dynamics, banks have limited presence in this segment which is largely catered to by HFCs. 

HFCs have developed their own internal models to assess the repayment capability of borrowers, given the 

lack of formal income proofs. However, given the market potential, there could be increased competition in the 

segment with new HFCs, microfinance institutions (MFIs), and small finance banks with experience in lending 

to similar borrower segments, entering the space. Opportunities for growth are high given the current low 

penetration levels and the Government thrust on the segment.  

While coverage under SARFAESI Act is likely to help HFCs in faster recoveries, the process of repossessing 

and selling the assets is likely to be cumbersome. Collateral risk is relatively high as the assets are in located 

semi-urban, rural areas and outskirts of large towns where demand for repossessed properties is likely to be 

low. Also, given the high IRRs, the loss given default on these assets is likely to be materially higher in cases 

where recovery time is longer. (Source: ICRA – Indian Mortgage Finance Market-Update for Q1FY17) The 

Housing For All by 2022 scheme (Pradhan Mantri Awas Yojana) was announced in June 2015.  

Though the progress in implementing the scheme has been limited so far with only around 1,600 houses 

completed up until the date of the report cited below, the pace has started to pick up now with memoranda of 

association signed with 34 states and over 700,000 houses sanctioned across various states. Further, various 

states are initiating their own affordable housing projects.  

While the numbers are still small in comparison with the Government targets, ICRA notes that supply creation 

has started picking up in the segment. In ICRA‟s opinion, over the medium to long term, affordable housing 

credit growth is likely to be higher 30%, which could push the mortgage penetration levels to over 15% by 

March 2022, around 5% higher than likely otherwise. (Source: ICRA – Indian Mortgage Finance Market-Update 

for Q1FY17) 

Smart Cities Mission to also aid growth for the Housing sector – 

 The Smart Cities Mission‟s objective is to promote cities that provide core infrastructure and give a decent 

quality of life to its citizens, a clean and sustainable environment and application of „Smart‟ solutions. The focus 

is on sustainable and inclusive development and the idea is to look at compact areas, create a replicable 

model which will act like a light house to other aspiring cities.  

The scheme will cover 100 cities and its duration will befive years (Fiscal 2016 to Fiscal 2020). The Scheme 

will be operated as a Centrally Sponsored Scheme and the Government proposes to give financial support to 

the Scheme to the extent of Rs. 480 billion over five years, i.e., an average of Rs. 1 billion per city per year. An 

equal amount, on a matching basis, will have to be contributed by the State governments/ULBs, therefore, 

nearly Rs. 1,000 billion of Government/State Government/ULB funds will be available for development of these 

100 cities. (Source: Smart City Mission Transformation: Scheme Guidelines issued by the MoHUPA) 

 

 



Financials – 

31st March (₹) Cr. FY14 FY15 FY16 FY17 

(Cons) (Cons) (Cons) 9mths 

Net Revenue 3002.88 3487.25 3350.08 2677.99 

PBT  1125.1 1169.89 1119.53 741.31 

Profit After Tax 733.90 768.32 809.61 496.86 

Diluted EPS 3.70 3.80 4.00 2.5 

Equity Capital 2001.90 2001.90 2001.90 2001.90 

Reserves 5130.04 5778.57 6469.93 6966.79 

Source - Company 
 
Risks- 

Volatility in interest rates could adversely affect the business, net interest income and net interest margin: 

If the level of non-performing assets in outstanding loans, advances and investments in project-linked bonds 

were to increase or the NHB mandated provisioning requirements were to increase, its results of operations 

and financial condition would be adversely affected 

Any change in the tax incentives that the GoI currently provides to HFCs may have an adverse effect on the 

business, financial condition and results of operations 

Our View on this IPO – 

HUDCO play a key role in various Governments schemes to develop the Indian housing and urban 

infrastructure sectors, such as DAY-NULM, JNNURM and PMAY-HFA (Urban), through the appraisal and 

monitoring of projects. Through their role of appraising projects under various Government schemes, HUDCO 

has built a strong relationship with State Governments and their agencies. As at December 31, 2016, 

Rs.32,721.98 crore, or 89.93% of the total Loan Portfolio, were to State Governments and their agencies 

Government owned company HUDCO, engaged in the business of financing of housing and urban infra 

projects, is one of the leading financiers of various state and central government schemes. Through regional 

offices, the company engages with various state government agencies to procure business. As of December 

2016, HUDCO‟s loan assets stood at Rs.364bn with 31% comprising housing projects and the rest covering 

urban infra projects. The portfolio has witnessed a steady CAGR of 7-8% over FY14-9M FY17. 90% of loans 

have been extended to State Government and their agencies.  

HUDCO has been profitable since it‟s inception over 46 years ago, the profit after tax of Rs.496.86 crore 

(consolidated), Rs.809.61 crore (consolidated), Rs.768.32 crore and Rs.733.97 crore for the 9 months ended 

December 31, 2016 and Fiscals 2016, 2015 and 2014, respectively. 

With the likelihood of accelerated spending on housing and urban infra projects by state governments and 

implementation of targeted schemes by the central government, the growth opportunity for HUDCO is set to 

enhance significantly, thereby enabling the company to swell its loan assets faster than its historical pace. The 

loan spread is expected to remain steady at 2-2.2% over the longer term, although there could be intermittent 

volatility due to higher share of floating rate assets. Being substantially capitalized and commanding the highest 

credit rating, HUDCO can raise long term money at the best possible rates from the bond market. Asset quality 

issues are confined to the private sector exposure, but thankfully they are largely addressed in terms of 

provisioning. Consequently, credit cost may come-off in the coming years augmenting the franchise 

profitability. Given the reasonable visibility for steady asset growth and better return ratios, the IPO valuation at 

1.4-1.5x 9M FY17 P/ABV seems attractive. We recommend Subscribe. 

Hence looking at the long term prospects we recommend a SUBSCRIBE for HUDCO. 



DISCLAIMERS AND DISCLOSURES ,    
 
This document has been prepared by Joindre Capital Services Limited   SEBI  REGN NO. INH000002061 / INB 230766739 / INB 011107555 and is 

meant for the recipient only for use as intended and not for circulation. This document should not be reproduced or copied or made available to others. 

Recipients may not receive this report at the same time as other recipients. The information contained herein is from the public domain or sources 

believed to be reliable. While reasonable care has been taken to ensure that information given is at the time believed to be fair and correct and opinions 

based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should 

not be relied upon as such. In so far as this report includes current or historical information, it is believed to be reliable, although its accuracy and 

completeness cannot be guaranteed. Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to 

update on a reasonable basis, the information discussed in this material, Joindre Capital Services Limited,its directors, employees are under no 

obligation to update or keep the information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so. 

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. 

Joindre Capital Services Limited, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this 

report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-acting 

on any information/material contained in the report. This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion 

or behaviour of investors or recipients or provide any investment/tax advice. This report is for information only and has not been prepared based on 

specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment 

decision based on their own investment objectives, goals and financial position and based on their own analysis. Trading in stocks, stock derivatives, 

and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that 

the recipient makes, including but not limited to loss of capital. Opinions, projections and estimates in this report solely constitute the current judgment of 

the author of this report as of the date of this report and do not in any way reflect the views of Joindre Capital Services Limited, its directors, officers, or 

employees. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose 

possession this document may come are required to inform themselves of and to observe such restriction. 
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