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Low Income Housing in India
Current Housing Finance and Construction Activity
Vib t h i k t i b I di h i fi h t 36%Vibrant housing market in urban India; housing finance has grown at over 36% 
CAGR for the past 13 years. However, this activity is concentrated on the upper 
income groups — the low income segments are largely un-served

Urban India — Expenditure Pyramid
T pical LoT pical Lo end ho aing a ailable in rban marketsend ho aing a ailable in rban markets

16%
(10MM)

MHE:  
>Rs 9,625 pm

Income2

Rs 11 000

Typical LowTypical Low--end houaing  available in urban marketsend houaing  available in urban markets

 Area of city2: Within an hour from the city centre
– Close to primary, secondary schools, healthcare 

centre and market place
– Well connected to city by bus/train linkages

37%
(~23MM)

MHE:
Rs 4,575–

Rs 9,625 pm

Rs. 11,000
US $ 275

Rs. 5,000

– Well connected to city by bus/train linkages
 Typical complex would comprise 3 to 5  buildings with 

4 to 8 flats/ floor and 4 floors
– Regular water and electricity
– No lifts and single set of staircases

33%
(~21MM)

MHE:  
Rs 2,500–

Rs 4,575 pm

Rs 2 500

,
US $ 125– Complex would be fenced by a compound wall with 

shared open spaces including garden and access to 
play area for kids

 Each flat has a super built up area of 450-550 sq.ft.
– 1 BHK with an attached toilet and bathroom

14%
(~9MM)

MHE:  
<Rs 2,500 pm

Rs. 2,500– Well painted walls and good interiors
– Rs 400-500 per month as maintenance charges

Cost : Rs 450,000 to 500,000
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Property rates across various cities suggest that it should be commercially viable to build affordable housing 
in the suburbs for low income customers in urban India 
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Low Income Housing in India
Magnitude of Demand
The low-income housing segment in India, catering to households with monthly income of 
INR 7,000 – 24,000, is estimated at 21 Mn households and USD 270 Bn is largely 
underserved and uncontested

Urban Income PyramidUrban Income Pyramid Competitive HighlightsCompetitive Highlights

Low-income segment

Offering & Market PotentialOffering & Market Potential

 Leading developers (DLF, Unitech)
 Highly competitive, slowing demand 

growth due to increasing prices and 
high interest costs 

 Price of unit2 > INR 25 Lacs
 Potential demand from ~2 M HHs with 

estimated Market Size:of ~USD 120 Bn
 Various mortgage finance options 

Urban Income PyramidUrban Income Pyramid Competitive HighlightsCompetitive HighlightsOffering & Market PotentialOffering & Market Potential

1%
(0.7MM)

5%

>80000

MHI1
(INR)

available for segment

 Mostly small / regional developers
(Naik Navare)

 Major plans / announcements from

 Price of unit: INR 10–25 Lacs
 Potential demand from ~5 M HHs with 

estimated Market Size of ~USD 180 Bn

5%
(3.4MM)

4%
(2.7MM)30000–40000

40000–80000

 Major plans / announcements from 
Omaxe, Purvankara Mortgage finance made available by all 

large Private and Government Banks, 
Housing Finance Companies

22%
(15.0MM)10000–20000

5%
(3.4MM)20000–30000

 Price of House: INR 3–10 Lacs  Presence of urban development bodies

33%
(22 4MM)<5000

31%
(21.1MM)5000–10000

 Price of House: INR 3 10 Lacs
 Potential demand from ~21 M HHs with 

estimated Market Size of ~USD 270 Bn
 Mortgage finance available till MHI of 

INR 12K, limited availability at incomes 
below INR 12K especially to the informal 

 Presence of urban development bodies 
(DDA, MHADA)

 Nascent presence of private 
developers (Matheran Realty, Neptune 
Group, Tata Housing)
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Note: 1 Monthly Household Income; 2 Affordability defined as households which have EMI / MHI Ratio of 40% of a Home loan which has a 20% down payment on an Home value, 
EMI level of INR 1,200 per Lac (at 12% interest for a 15 year loan)
Source: NHB Trends in Housing; CRIS Infac Report; Monitor Research

(22.4MM) p y
sector
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Financing models
Organized Salaried Sector

The new product for those employed in formal sector settings required several 
reconfigurations of existing products and practices, with a direct link to customer employers

Current bottom of the market (12-20k) Alternative Model – serves 6k-12k market( )

No construction 

Developer
(Small and 
Medium)

Developer
(Small and 
Medium)

Financial

Construction Finance
finance (concern on 

buyers/delays)

• Uncertainty of Sales
• Sales & Mktg costs

Financial 
InstitutionEmployer

Financial 
InstitutionEmployer• Funding Constraint

• Retention issues
Developer puts 500 sq ft+ 
apartments on market in 
phases (3-4 yrs) and gets 
individual, walk in customers

• Retention tool
• Higher productivity

• Payroll deductionServe 1 customer at a 

Affordable 
(small) units, 
good quality, 
no delays

Upfront, 
financed, 
aggregated 
customers

Aggregated low 
risk, low cost 

Customers

Formal 
Sector 

Customers
• Risk of Delays

Customers

Formal 
Sector 

Customers

Payroll deduction
• Facilitates 

aggregation and info 
on customers

time, won’t finance 
below Rs12,000/mo

Loans at 
affordable 
rates

to serve 
customers 
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Opportunity to set standards:
Architectural Design, Maintenance, Consumer Education
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Financing models 
Informal Sector using MFIs

The new product for those employed in informal sector settings may require the introduction 
of MFIs as an aggregator and potentially a credit guarantor to reduce financing risk

Current bottom of the market (12-20k) Alternative Model – serves 6k-12k market( )

No construction CreditConstruction 

Developer
(Small and 
Medium)

finance (concern on 
buyers/delays)

• Uncertainty of Sales
• Sales & Mktg costs

Developer
(Small and 
Medium)

Financial 
I tit ti

GuaranteeFinance

Financial 
Institution

• Funding Constraint

Developer puts 500 sq ft+ 
apartments on market in 
phases (3-4 yrs) and gets 
individual, walk in customers

Institution
Affordable 
(small) units, 
good quality, 
no delays

Upfront, 
financed, 
aggregated 
customers

• Aggregated 
customers

• Potentially 
low risk

• Financial 
return with 
aligned 
incentives

• Risk of DelaysCustomers

Informal 
Sector 

Customers

Customers

MFI• Aggregated 
customers

• Use of tools such as 
rolling guarantee to 

• Often will not finance low risk
• Low cost to 

serve

5 Copyright © 2009 Monitor Company Group, L.P. — Confidential — IND

g g
reduce risk

• Credit check, 
collection, consumer 
education
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Market demonstration of Demand 
Private sector projects across India

Ahmedabad: Vatva

Taral Bakeri

Phase 1: 800 units

Construction start: June 2009

Mumbai :Ambivili

Neptune Group

100 acres

Phase 1: 1800 units; 

Ahmedabad:  Kalol

Sintex Industries

Phase 1: 300 units

Price: Rs 3 5 lakh
Price: Rs 3.3 lakh– 5.6 lakhSector 1: 600 flats sold out

in 3 days

1-BHK and 2-BHK

Rs 4.73 lakh and Rs 8.40 lakh

Project  launched on March 27

Price: Rs 3-5 lakh

Maharashtra :Boisar

Tata Housing

Maharashtra: Karjat

TMC – Matheran Realty 

15 000 units by June 2011;

67 acres:  Phase 1: 1200 units for LIH

1-RMK and 1BHK

Rs 3.9 lakh and Rs 6.7 lakh

15,000 units by June 2011;

3,000 units in Phase 1 – June ’09

6,000 flats @ Rs 3 lakh

Possession: June 2009

Bangalore: Atibele

Janadhar

11 acres:  1500 units

B l
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1BHK and 2 BHK;   Rs 4 lakh and 6 lakh Bangalore:

Value Budget Housing

Rs 3-9 lakh townships on minimum 
10 acre plots
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Low Income Housing as a Driver for Economic Growth
“This segment is not sub-prime” – India v/s the USA

IndiaIndiaUSAUSA

 Target customers have regular 
employment, albeit with low 
income – with an unproven credit 
record which needs to be tested

 Customers had poor 
employment record – loans 
extended without due 
consideration to ability to pay record which needs to be tested

 In the low income segment, cost 
of asset closely linked to cost of 
land (esp. in peri-urban areas) 
leading to high correlation

consideration to ability to pay 
(basis employment history)

 Cost of asset disproportionately 
high compared to replacement 
cost; this is attributed to the real leading to high correlation 

between cost of asset and 
replacement cost; and hence 
low risk of payment default

cost; this is attributed to the real 
estate asset bubble in the US –
hence high risk of payment 
default

 Outcome: Untested, relatively 
low-risk segment with immense 
business potential

 Outcome: Sub-prime Defaults 
and Foreclosures
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