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Japan Credit Rating Agency, Ltd.

24-1-0046
August 21, 2024

Japan Credit Rating Agency, Ltd. (JCR) announces the following credit rating.

Eousing and Urban Development Corporation Limited (security

code: -)

<Assignment>

Foreign Currency Long-term Issuer Rating: BBB+

Outlook: Stable

Local Currency Long-term Issuer Rating: BBB+

Qutlook: Stable
Rationale

(1) Housing and Urban Development Corporation Limited (HUDCO) is a public financial institution
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incorporated in 1970 with full funding from the Government of India (GOI) for the purpose of housing
construction and urban infrastructure development in India. It plays a very important role in the
implementation of GOI's housing supply plans and urban development promotion. The ratings
strongly reflect the country’s creditworthiness and are in line with the Republic of India's Long-term
Issuer Ratings (FC: BBB+/Stable and LC: BBB+/Stable). They are based on HUDCO's solid capital
and personal relationship with GOI, its important position as an institution that financially supports the
housing construction and urban development across India, and its strong integration with GOI,
supported by its position as a Nodal Agency for the domestic housing policy.

In India, demand for housing construction and urban infrastructure development is very strong as
there has been a consistent housing shortage since its independence in 1947. HUDCO was
established with the objective of enhancing the supply of housing mainly for low-income groups both
in financial and technical aspects. HUDCO has its offices in all areas of India and has provided long-
term loans and housing design consultations for the public housing construction projects undertaken
by state governments, creating good relationships with those governments, a huge strength for its
business operations. In 1989, it began financing water and sewage construction projects related with
housing construction, expanding its business scope to infrastructure development.

JCR considers the relationship between HUDCO and GO to be tight and practically integrated as
HUDCO has taken part in various housing supply projects implemented by GOI. For example,
HUDCO has been designated as one of the Nodal Agencies in GOI's flagship project “PMAY-U" (the
abbreviation of Pradhan Mantri Awas Yojana-Urban, meaning a government housing scheme) started
in 2015 for the purpose of resolving the housing shortage in urban areas with the keyword “Housing
for All". In 2024, HUDCO was granted the Navratna status, the second-highest rank in GOl's
classification of public companies. The status gives HUDCO discretion to make a specified amount
of strategic investments without GOl's permission.

HUDCO listed its shares on India's National Stock Exchange and Bombay Stock Exchange in May
2017. GOI has been selling its HUDCO shares step by step and its stake is on a downward trend.
However, it still held 75.0% at the end of March 2024, retaining its integrated relationship with HUDCO.
HUDCO's loan portfolio has been on the rise amid the strong demand for housing and urban
development projects in India. In FY2024, its housing loans and infrastructure loans grew 13% and
17%, respectively, from the previous year, pushing up both its consolidated total income and net profit
to all-time record INR 79.5 billion and INR 21.2 billion. With a large number of housing construction
and urban development projects under way in the county, JCR expects that HUDCO's business
operations will keep expanding in FY2025.

HUDCO's loan assets stay sound. While its customer concentration is high, with the top 20 borrowers
accounting for some 80% of its overall outstanding loans, approximately 90% of the loan portfalio is
guaranteed by central or state governments. Therefore, its credit risk is kept limited. Infrastructure
loans made by HUDCO have been significantly increasing in volume in recent years. However, as it
has not financed any private infrastructure projects since 2013, JCR holds that the soundness of its
assets will continue to be maintained. HUDCO's nonperforming loan ratio has been on the decline as
it has been making more infrastructure loans with government guarantees. The ratio stood at 2.71%
in gross terms and 0.36% in net terms at the end of March 2024.
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(7) HUDCO's interest rate, foreign exchange and liquidity risks are propetly controlled through its risk
management committee. Although it had primarily relied on corporate bonds for funding, it increased
the proportion of bank loans in FY2024 with the aim of cutting funding costs and diversifying funding
sources. Its D/E ratio stood at 4.45 times at the end of FY2024, indicating that it had sufficient capital
adequacy against risks. lts Tier1 capital adequacy to risk-weighted assets as of the same date stood
at 57.5%, well above the 15% required by the domestic regulations. This is because its capital has
been accumulated and its risk-weighted loan assets have been significantly compressed as some
90% of its loans has been guaranteed by the central or state governments. As HUDCO accepts
almost no deposits, it depends on external funding and is required to keep funding costs under control
by maintaining its financial soundness. Thus, not only HUDCO itself has a strong incentive to keep
its financial soundness but also GOI, which will need to invest heavily in housing and urban
infrastructure in the future, has a similarly strong motivation to retain HUDCQ's financial soundness.
Therefore, JCR helds that the probability of GOI's support for HUDCO is extremely high.

Hiroshi Tonegawa, Shintaro Ito

Rating
Issuer: Housing and Urban Development Corporation Limited

<Assignment>
Foreign Currency Long-term Issuer Rating: BBB+ Outlook: Stable
Local Currency Long-term Issuer Rating : BBB+ Outlook: Stable

Rating Assignment Date: August 21, 2024

The assumptions for the credit ratings and the definitions of the rating symbols are published as "Types of Credit Ratings and Definitions
of Rating Symbols" (January 8, 2014) in Information about JCR Ratings on JCR's website (https://wwwijcr.co,jp/en/).

Outline of the rating methodology is shown as "Soverelgh and Public Sector Entities" (October 1, 2021) in Information about
JCR Ratings on JCR's website (https://www.Jcr.co,jp/en/).

The rating stakeholder participated in the rating process of the aforementioned credit ratings.

Japan Credit Rating Agency, Ltd.
Jili Prass Building, 5-15-8 Ginza, Chuo-ku, Tokyo 104-00&1, Japan
Tel. +81 3 3544 7013, Fax. +81 3 3544 7026

Tnfocmuation hercin has been oblained by JCR. from ihe issuers and olher sources believed to be accurate and reliable, However, because of the possibility of liuman or mechanical erar as well s other faclors,
JCR makes no representation or warranty, express or implicd, o5 to scouracy, resulis, adeg imeli // ar ility, or fitness for any particular purpose, with respect 1o sny such
infermation, end is not respansible for any errors or conissions, or for resulls obtained from the use of such inf ion. Under no ci will JCH be linble for any specinl, indirect, incidents] or
comequential danages of any kind caused by the use of any such information, including but nat limited to, lost coportunity or o5t money, whether in contract, tor, strket Timbility or otherwise, and whether
such damages are foreseeable or unforesecable, JCR's ratings and eredit assessments are statements of ICT's current and comg ive opinion i o ity, ete. of financinl obligations
nssumed by the issuers oc financial procucts, and not statemends of opinion regarding any rsk other than credit risk, such as markel liquidity risk o price fluctunlion rigk. JCR's rtings and credit assessments
are statements of opinion, and not statements of fact as te credil risk decisions or recommendations regarding decisions to purchase, s2l or hold any ities such ns individual bonds or inl paper,
The ratings and credii assessments may be changed, suspendsed o withdrown as a result of ehanges in or unavailability of information os well as sther factors, JCR. receives a rating fee paid by issuers for
conducting raling services in principle. JCR retains all rights pertaining to this dacument, including JCR's mating data, Any reprodicti lapiation, alteration, ete. of this & including such rating
data, is prohibited, whether or not wholly or partly, withous prior consent of JCR.

JCR is regi dasa ! R kzed fstical Rating Organi; " weith the LS. Securitics and Exclangs O issien with respest to the following four classes, (1) Financial institutions, brokers
and dealers, (2) Insurance Campanies, (3} Corporale Lssuers, (4) Issuers of governnent securities, municipal securltics and foreign government securitics,

JCR publishes its press releases regarding the rating actions bath in Japanese and in English on the sarae day, In case that it takes time 10 translate mating rationale, JCR may publicize 1he sumnwry version,
which will be repluced by the full translated version within thres business days. (Regarding Structured Finance peoducts, JCR only publicize the summary version in English.)
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