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India Ratings Affirms HUDCO’s Debt and Rates FY25
Borrowing Programme and Additional Bank Loans at
‘IND AAA’/Stable

Apr 26,2024 | Mon Banking Financial Company (NBFG)

India Ratings and Research (ind-Ra) has taken the following rating actions on Housing and Urban Development
Caorporation Limited's {HUDCO) borrowing programmes:




Details of Instruments

Instrument Type Date of Coupon Maturity Size of Issue Rating/Outlook |Rating Action
Issuance Rate Date (billion)
- - - Affirmed
Issuer rating - IND AAA/Stable
INR400 Assigned
FY25 long-term IND AAA/Stable
borrowing programme
INR100 Assigned
Proposed bank loans IND
AAA/Stable/IND
Al+
- - INR15 (reduced Affirmed
FY24 long-term - from INR180) IND AAA/Stable
borrowing programmett
- - INR100 Affirmed
Commercial papers* IND A+
INR206.82{reduce Affirmed
Bonds# d from iNR268.34) | IND AAA/Stable
INR200 Affirmed
Gol fully serviced IND AAA/Stable
bonds#
INR85.69 {reduced Affirmed
Proposed bank loans from INR123.14) IND
AAA/Stable/IND
Al+
INR52.56 Assigned
Long-term bank loans IND AAA/Stable
INR195.21 Affirmed
Long-term bank loans IND AAA/Stable
INR66.55 {reduced Affirmed
Short-term bank loans from INR81.65) IND A1+
- - INR0.01 {reduced Affirmed

Fixed deposit

from INRD.1)

IND AAA/Stable

#Details in annexure
*unutilised

Analytical Approach




The ratings factor in HUDCO's continued systemic importance to the government of India (Gol), as issues related to the
financing of housing and urban infrastructure projects would remain important to the governmaent in the foreseeable future.

Detailed Rationale of the Rating Action

The ratings reflect HUDCO's continued strong financiat performance in OMFY24, led by the rise in its net interest income,
adequate liquidity profile, and an improvement in its net non-performing assets (NPAs) and gross NPA position,
Furthermaore, Ind-Ra expects HUDCO's linkage with the Gol to remain strong over the long term. In addilion, the raling
continues to draw comfort,

List of Key Rating Drivers

Strengths

Sustained policy support

Funding public sector

Adequate capitalisation

Stabie absolute profitability due to limited growth in loan book
Largely stable asset quality metrics

Weaknesses

Concentration in Partfolio
Conversion into non-banking finance company-infrastructure finance company awaited

Detailed Description of Key Rating Drivers

Sustained Policy Support: ind-Ra expects HUDCO's role as a public policy institution is likely to continue., HUDCO
is engaged in the development of affordable housing and sustainable urban infrastructure. it has a social mandate
of funding the housing needs of the economically weaker sectionflow-income group category, along with uplifting the
non-commercial urban infrastructure, Since its inception, HUDCO had funded more than 20.05 million dwelling
units, about 86% of which belong to the economically weaker section. Its importance is reflected in the operational
and financial support extended by the Gol in the form of allowing it access lo low-cost funds, extending guaraniees,
easing various norms, and guiding its broad policies and contours.

Marsover, the Gol provides suppoert to HUBCO by waiving offfgiving relaxation In levying governmeni guaraniee fee
applicable on certain sovereign foreign cuirency loans. It also provides relaxation in the credit concentration norms
of the National Housing Bank (NHB: ‘IND AAA'/Stable) with regard to the loans extended to government and public
agencies,

Funding Public Sector: Ind-Ra expects the propertion of HUDCO's loans to the government sector to remain in
excess of 80% in the short- to medium-term. Since FY1 3, HUDCO's loan portfolio and disbursals have heen skewed
towards funding state government agencies’ housing and urban infrastructure projects, with their share in the loan
book rising to 97.17% in 3QFY24 (FY23: 96.93%). Ind-Ra believes HUDCO's emphasis on loan disbursals to stale
government agencies engaged in the core sector development will continue in the near- to medium-term, as a
measure to safeguard its credit profile and meel the growing demand in the public sector.

Adequate Capitalisation: Ind-Ra expects HUDCO's capitalisation to be much higher than the regulalory norms of
12%. With the institution having discontinued fresh disbursements to the private sector, which carries a risk weight
of 100%, from FY13, ind-Ra expects the capital adequacy ratic would remain comfortable in the near- to medium-
term. Majerity of HUDCO’s oulstanding loans are backed by state government guarantees. As per the prescribed
nerms, a risk weight of 20% for such exposures helps maintain a comfortable capital to risk weighted assets ratio
(FY23: 73.79% FY22: 74.28%). Recently, HUDCO’s status has been changed to Navratna from Miniratna; however,



the corporalion maintained a debt/equity ralio of 3.87x in 3QFY24 (FY23: 3.96x, FY22:4.09x), as against an overall
gearing of 12.0x, permitted under the NHB norms.

Stable Absolute Profitability due to Limited Growth in Loan Book: Ind-Ra expects HUDCO's profitability (net
interest margin) to remain in the 3.0%-3.5% range till FY27. its net interest margin (net interest income/average
earning assets) improved marginally to 3.19x in FY23 (Fy22: 3.16x). The net interest income grew in SMFY24 on a
yoy basis o INR19.31 billion (OMFY23: INR17.95 billion). However, the rationalisation of some operating expenses
coupled with marginally lower increamental provisioning charges to negative INR1.16 billion in OMFY24 (OMFY23:
INR2.02 billion) led to a higher pre-tax profit of INR19.01 billion (INR14,25 billion). HUDCQ's absolute profitabifity
has not experienced a major improverment in recenl years, mainly on account of the limited growth in its loan book,
Given HUDCO faces competition from banks in lending to state agencies, particularly those not backed by
budgetary provisions, sustained and heaithy growth in the outstanding loan book over the medium- to fong-term
would remain critical for the corporation. The loan book in SMFY24 grew 4,56% over FYE23 {IMFY23 over FYE22:
0.98%) as against 1,36% annual growth during FY20-FY23. Ind-Ra axpects the loan book to increase significantly
in the next couple of years.

Largely Stable Asset Quality Metrics: Ind-Ra expects HUDCO's asset quafily metrics to remain largely stable in
the near to medium term. The corporation's gross NPA and net NPA ratios experienced a marginal improvement to
3.14% in SMFY24 (9MFY23: 4.27%; FY23: 3.42%; FY22: 3.58%) and 0.44% (0.96%; 0.52%; 0.51%), raspectively.
The provision coverage ratio remained high at 86.26% in 9MFY24 (FY23: 85.24%). As HUDCO has lent
predominantly to the government sector, any slippage in the same generally reverts to the standard category within
ayear or so, which accounts for the marginal variability seen in the assel quality metrics acioss quarters,

Concentration in Portfolio: Ind-Ra expects the loan beok concentration to remain elevated in FY25, HUDCO's
loan book remains concentrated with the top 20 borrowers, accounting for 83.32% of the outstanding loan book as
on 31 December 2023 (FY22: 83.9%). Given such high concentration, any slippage in any of the larger accounts
could lead to steep deterioration in its asset qualily. However, the concentration risk is mitigated as a major portion
(79-80%) of HUDCO's asset book g secured with state government guarantees. '

Conversion into Non-Banking Finance Company-infrastructure Finance Company Awaited: HUDCO has
applied for its recognition as infrastructure finance company (IFC). While the conversion of its status te iIFC from a
housing finance company (HFC) will allow it to fund ali sectors classified as infrastructure, it will require underwriting
skills in the sectors where HUDCO has not operaled till date. As per the Reserve Bank of India (RBI) notification
dated 22 Cctober 2020 on the regulatory framework for HFCs, the definition of HFCs had undergone a change. As
per & condition in the notification, out of the total assets of an HFC, not less than 50% should be by way of housing
finance for individuals. As HUDCO does not fulfil the said criteria, it has applied to the RBI in March 2022 to convert
its status to a non-banking financial company-IFC from an HFC. The RB| approval on the said matter is awaited, Till
then, HUDCO would retain its status of an HFC.

Liquidity

Adequate: HUDCO's liquidity is likely to remain comfortatle in the near- to medium-term. As on 31 December
2023, it had miner positive cumuiative mismatch in up o cne-year buckel (INR50 million}; however, it has significant
negative mismatch in the one- to three-year bucket (INRS3.67 biliion). HUDCO may consider redeeming these with
similar tenor instruments (bonds/term loans) or short-term bank lines with the objeclive to replace them later with
longer tenor instruments. As on 31 March 2024, HUDCO had sanctioned unwtilised revolving/short-term bank lines
of INR106.67 billion available at its disposal. HUDCO's average maximum utilisation of the sanctioned
revolving/short-term bank lines was 46% over the 12 months ended March 2024,

Rating Sensitivities

Pasitive: Not applicable




Negative: The following developments, individually or collectively, could be negative for the ratings;

a dilution in HUDCO's role as a public policy institution,

a dilution in HUDCO's role as a funding agency for the Gol's development projects in the core sectors,
a significant reduction in the Gol's stake in HUDCO to the extent that it would weaken lhe linkages, and
the net NPA exceeding 3% on a sustained basis.

ESG Issues

ESG Factors Minimally Relevant to Rating: Unless otherwise disclosed in this section, the ESG issues are credit
neutral or have only a minimal credit impact on HUDCQO, due to either their nature or the way in which they are
being managed by the entity. For more information on Ind-Ra’s ESG Relevance Disclosures, please click here. For
answers lo frequently asked questions regarding ESG Relevance Disclosures and their impact on ratings, please
click here.

About the Company

HUDCO was incorporated in 1970 as a 100% Gol-ownad company. Apart from financing low-cost social housing
and non-commercial urban infrastructure projects, HUDCO offers consultancy services in cost-effective and
innovative construction lechnologies. It is regulated by the RBI through supervision of NHB and administered by the
Ministry of Housing and Urban Affairs.

KEY FINANCIAL INDICATORS

Particulars FY23 Fy22
Tolai assels (INR billion) 809.71 788.95
Net interest income (INR billion) 24.76 23.55
Net income (INR billion) 17.02 17.16
Gross NPA (%) 3.42 3.58

Capital to risk weighted assets ratio (%) 73.79 74.29
Source: HUDCOQ, Ind-Ra

Status of Non-Cooperation with previous rating agency

Not applicable

Rating History

Instrument Fype Current Rating/Outlagk Historieal Rating/Outiook
Rating Ruted Ruting 27 April 3 October 22 Aprit 3 Septewsber 30 June
Type Limits 2023 2022 2022 2024 221
{billion)
Tssner rating Long-term - IND IND IND IND IND IND
AAAStble [ AAA/SEble | AAA/Smble/ | AAASUbl | AAA/Stable/ AAA/SLable/
IND AT+ IND A1+ IND A+ INDAL
FY25 long-term Long-term INRAOD IND
barrowing programme AAASble
FY¥24 long-ienin Long-term INRIS IND NG - - -
borrowing progranme AAASSEDbIE | AAA/Stuble
Commercial papers Short-termy INR OO IND AL+ IND AL+ IND AT+ IND Al+ IND AT+ IND AL
Bonds Long-term INR206.83 IND IND IND INTY IND IND
AAAfSable | AAA/SEble | AAASEbE | AAA/SubLe AAA/S@ble | AAA/Stable




Gol-fully serviced Loang-term INR20D IND IND IND IND iND IND
I3onds AAASEble | AAA/Stable AAAStable AAASable AMA/Stable AAA/Sable
Propased bank loans Long- INRI45.68 IND IND ND IND IND IND
term/Shar- AAASEble | AAASbIe | AsASEble! | AAASTbler AAMSablel | AAA/SEable/
lerm AND AT+ IND AL+ N A T+ IND AT+ WAL+ IND A1+
Long-term bank loans Long-term INR247.77 IND IND IND iIND IND IND
AAASIbIe | AAA/SHble | AAA/Stabie AAAStable | AAASStable | AAA/Stable
Short-term bank loans Short-term INR66E.5S IND A+ IND A |+ IND A1+ INDAL+ IND AL+ IND A1+
Fixed deposit Long-term INRO,OL INTy INI} iND IND IND IND
AAA/Stable | AAASEbIe AAA/SEbIe | 1AAA/SIable | tAAA/Stable | tAAA/SEbIe

Bank wise Facilities Details

Click here to see the details

Complexity Level of the Instruments

Instrument Type Caomplexity Indicator
FY25 leng-term borrowing brogramme Low
F¥24 long4erm borrowing programme Low
Commerclal papers l.ow
Bonds Low
Gol-fully serviced bonds Low
Proposed bank focans Low
Long-term bank foans Low
Short-term bank loans Low
Domestic term deposits Low

For details on the complexity level of the instruments, please visit htlps:ﬂwww.iadiaratings.ca\in!comptexity-indicators.

Annexure
Instrument ISIN Date of Issuance |Coupon Rate (%) Maturity Da
Bonds INEG3LAGOFB7 | 21 Oclober 2011 175 21 Cctober 2(
Bonds INEO31AO9FD3 { 11 November 2011 7.83 11 November 2
Bonds INEO31AD9FGG (22 December 2011 8.16 22 December 2
Bonds INEO31A07840 | 5 March 2012 8.2 5 March 202
Bonds INEO31AQ7865 | 16 February 2013 7.51 16 February 2i
Bonds INEO31AOT8RE | 28 March 2013 7.19 28 March 20
Bonds INEO31AQG7899 |2 September 2013 8.56 2 September 2
Bonds INEO21AD7923 | 25 October 2013 8.49 25 October 2¢
Bonds INEO3LAQ7956 | 25 October 2013 8.74 25 Octoher 2(
Bonds INEB3TAO7915 | 25 October 2013 8.51 25 October 2(
Bounds INEO31A87949 | 25 October 2013 R.76 25 October 2(
Bonds INEO3LAD7907 | 25 October 2013 814 25 Oclober 2(
Bonds INEO3IADT7931 | 25 October 2013 8.39 25 October 2(
Bonds INEO31A07980 | 13 January 2014 8.76 13 January 2(
Bends INEO31AOTABZ | 13 January 2014 8.01 13 January 2¢
Bonds INEOITAU7972 | 13 January 2014 8.58 13 January 2(
Bonds INEO3!AOTAA4] 13 January 2014 8.83 13 January 2(
Bonds INED3TA07964 | 13 January 2014 8.51 13 January 2(




Bonds INEO3TA07998 | 13 January 2014 8.76 13 January 2(

Bonds INEOYIADTAEG ] 24 March 2014 8.71 24 March 20:

Bonds INEO31AG7AHS| 24 March 2014 8.96 24 March 20

Bonds INEOITAQTADS| 24 March 2014 8.73 24 March 20;

Bonds INEO3LAOTAGI| 24 March 2014 8.98 24 March 20;

Bonds INEOITAOTACD! 24 March 2014 8.29 24 March 20;

Bonds INEOSIADZAFI! 24 March 2014 8.54 24 March 20.

Bonds INEO3IAOTAIT{ 31 July 2015 7.19 31 July 202:

Bonds INEO3TAO7ATS | 1 October 2015 7.07 1 October 20

Bonds INEO31AGTAK3| 9 October 2015 7 9 October 20

Bonds INEQ3LAQTAMY] 8 February 2016 1.39 8 February 2C

Bonds INEO3TAOTAOS | 8 February 2016 7.64 8 February 2C

Bonds INEO3IAOTALL] 8 February 2016 7.02 & February 2C

Bondg INEO31AOTANT| 8 February 2018 7.27 8 February 2(

Bonds INEO3TAOTAP2 | 22 February 2016 7.39 22 February 2

Bonds INEO3TAOTARS| 15 March 2016 7.39 15 March 20

Bonds INEO3IAOTAT4] 15 March 2018 1.69 15 March 20:

Bonds INEO3 | AOTAQO! 15 March 2016 7.04 15 March 20;

Bonls INEO3IAO7AS6| 15 March 2016 7.29 15 March 20,
Gol-fully setviced bonds INEO31A08616 |12 November 2018 8.6 12 Nevember £
Gol-fully serviced bonds INEO3TA08624 {28 November 2018 8.52 28 November 2
Gol-fully serviced bonds INEO3TAO8673 | 30 January 2019 5.38 30 January 2(
Gol fully serviced bonds INEO3TADSGR! | 14 February 2019 8.58 14 February 2i
Gal fully serviced bonds INEO31A08699 | 15 March 2019 8.41 15 March 20
Gol fully serviced bonds INEO31A08707 | 25 March 2019 8.37 25 March 20!
Bonds INEO31A08772 18 April 2020 6.65 15 Jung 202

Bonds INEO31A08780 24 April 2020 6.09 24 June 202

Bonds INEQ31AD8798 12 May 2020 5.95 11 August 20,

Bonds INEO031 ADRS06 29 May 2020 6.73 29 May 203

Bonds INEO31AOB8]4 4 August 2020 5.35 11 April 202

Bonds INEO31AD8322 (28 December 2020 478 28 February 21

Bonds INEQ31A08830 | 22 February 2022 5.59 4 March 202

Bonds INEO3IAOBR48 | 25 March 2022 . 5.62 25 May 202

Bonds INEO31AO08855 [ 11 November 2022 7.54 11 February 21

Bonds INEG31A08863 {19 December 2022 1.52 15 April 203

Bonds _ INEO31A08871 | 16 February 2023 7.68 16 May 202

FY24 long-term borrowing programme bonds INEO31A08889 20 Aprit 2023 748 20 August 20

FY25 long-term borrowing programme bonds (unutilised)
Total

Sowrce; HUDCO
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About India Ratings and Research: india Ratings and Research (Ind-Ra) is committed to praviding India's credit markets
accurate, timely and prospective credit opinions. Built on a foundation of independent thinking, rigorous analytics, and an
open and balanced approach towards credit research, Ind-Ra has grown rapidly during the past decade, gaining significant
market presence in india's fixed income market.

Ind-Ra currently maintains coverage of corporate issuers, financial institutions {inciuding banks and insurance companies),
finance and leasing companies, managed funds, urban local bodies and project finance companies.

Headquartered in Mumbal, Ind-Ra has seven branch offices located in Ahmedabad, Bengalurt, Chennal, Deihi, Hyderabad,
Kokata and Pune. ind-Ra is recognised by the Securities and Exchange Board of India, the Reserve Bank of india and
National Housing Bank,

India Ratings is a 100% owned subsidiary of the Fitch Group.

For more information, visit www.indiaratings co.in.

Solicitation Disclosures

Additional information is available at www.indiaratings.co.in. The ratings above were solicited by, or on behalf of, the issuer,
and therefore, India Ratings has bean compensaled for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold

any investment, loan or security or (o undertake any investment slrategy with respect to any investment, loan or security or
any issuer,

DISCLAIMER



Al credit ratings assigned by india ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by

following this link: Mpszﬂwww.indiaratings.cu.jn!rating-deﬁnitiong. In addition, rating definitions and the terms of use of such ralings are
available on the agency's public website www indiaratings.co.in, Published ratings, criteria, and methodologies are available from this site at all
times. India ratings’ code of canduct, cenfidentiality, conflicts of interest, afffiate firewall, compliance, and other refevant policles and procedures

are also available from the code of conduct section of this site,




