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Executive Summary 

Exhibit 1 : Affordable Housing Definition as per the High Level Task Force on Affordable Housing for All, MoHUPA 
Affordable Housing: Housing has been universally 

recognised as a basic human need and 

requirement. The key tenets of housing include 

adequacy, security as well as accessibility. With 

affordability being a relative concept, the definition 

of affordable housing varies depending on the 

home price, which in turn is a function of the city or 

market, size of the dwelling, the facilities offered, 

and the income level of the target group (or the household in question). As per the High Level Task Force’s report dated December 2008, affordable housing is 

reckoned in terms of (i) multiples of household income, (ii) size of the tenement, and (iii) in case of rented accommodation, in terms of percentage of household 

income, as per the adjoining table.  

 

The demand for housing is expected to remain strong, supported by the growing population, young demographic profile (50% of the population below 25 years of 

age), shift towards nuclear families and rapid urbanisation. Given the wide disparity in the household income in the country and the high real estate prices which act 

as a deterrent for buyers, a predominant share of this demand would be concentrated in the low cost and affordable housing segments. While the inherent demand 

for low cost and affordable housing segments has been healthy, the supply has been limited with these segments largely being catered to by government 

undertakings or the smaller and unorganised developers. This, in turn, has resulted in an acute shortage of housing in the low cost and affordable housing segments. 

As per the Ministry of Housing and Urban Poverty Alleviation (MoHUPA), the shortage of housing in the urban region during FY2012-FY2017 is estimated at 18.78 

million units, of which over 95% is attributed to the economically weaker section (EWS) and the lower income group (LIG) categories.  

 

The Government of India (GoI) has highlighted housing as a key focus area and announced “Housing for All by 2022” as a key agenda, to be achieved through a mix 

of appropriate policy interventions and credit availability including interest subventions, where necessary. In the Union Budget FY2016, the GoI recognised the need 

for construction of 2 crore houses in urban areas and 4 crore houses in rural area to meet its target for achieving “Housing for All by 2022”, and allocated Rs. 22,047 

crore towards housing and urban development. This was followed by the launch of the “Housing for All by 2022” programme aimed for urban areas, under the 

Pradhan Mantri Awas Yojana (PMAY) scheme in July 2015. In a bid to attract greater participation of the private sector this segment, the GoI provided various 

incentives for affordable housing projects through the Union Budget FY2017. For instance, such projects were provided tax exemption in order to encourage greater 

participation of the private sector. To augment the demand, the GoI allowed first-time home buyers an additional income tax deduction for interest (Rs. 50,000 per 

annum) for loans of up to Rs. 35 lakh sanctioned in FY2017. In December 2016, the GoI provided interest subvention of 3% and 4% on home loans of up to Rs. 9 lakh 

Income Category Economically Weaker Section (EWS) / 
Lower Income Group (LIG) 

Middle Income Group (MIG) 

Income Level Less than four times the household 
gross income 

Less than five times the household 
gross income 

Unit Size 300 - 600 square feet  Upto 1,200 square feet 

Affordability EMI/Rent not exceeding 30% of 
household’ gross monthly income  

EMI/Rent not exceeding 40% of 
household’ gross monthly income 

Source: MoHUPA 
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and Rs. 12 lakh respectively, under the PMAY, thus further reducing the net cost to the buyers. Additionally, the GoI also announced an increase of 33% in the 

number of houses to be built in the rural areas. Several state governments have also adopted affordable housing policies. Amongst the pioneers in this was the state 

of West Bengal which has been undertaking township development in partnership with private sector developers since the 1990s. Other states to follow suit include 

Gujarat, Haryana and Maharashtra.  

 

The availability of land parcels, their prices as well as project economics are the key factors that determine the landscape of residential real estate development in a 

particular micro-market. Given the high land cost in the well developed regions of the city, affordable and low cost housing projects are often located in the 

relatively underdeveloped pockets or peripheral areas of the city. The government bodies like housing boards of various state governments, however, are able to 

access large land parcels at a low cost and thus have the ability to undertake affordable housing projects even in prominent micro-markets. Micro-markets that have 

emerged as the hub for affordable housing projects include regions like Boisar (Palghar District), Dombivilli (Thane District), New Panvel (Raigad District) in the 

Mumbai Metropolitan Region (MMR); and Indirapuram (Ghaziabad District), Raj Nagar Extension (Ghaziabad District), Greater Noida (Gautum Budh Nagar District) 

and Sohna (Gurgaon District) in the National Capital Region (NCR).  

 

By virtue of being an affordable housing project, the pricing and thus the ticket size of the units are the key defining characteristic of these projects. This in-turn 

limits the headroom available to the developers for increasing the rates, resulting in tight profit margins. The profitability of affordable housing projects, thus, 

remains low when compared to the premium segment as well as mid-segment offerings. However, the low initial capital requirement coupled with the relatively 

shorter execution time period helps in supporting the overall return on capital employed for these projects. The developer’s ability to execute the project within the 

budgeted cost and in a timely manner, thus, remains critical for affordable housing projects. While the land cost remains a function of the project location, no-frill 

design and basic amenities as offered in the project helps keep the construction cost in check. Further, use of standardised design as well as advanced construction 

technology can help expedite the construction as well as increase operational efficiency over the long run. 

 
Going forward, the demand for housing is expected to remain strong over the medium term given the socio-economic factors. The housing shortage is expected to 

increase from the current level of 19 million units to 25 million by 2021, assuming that the population growth rate remains constant at the last decade’s level. Taking 

an average ticket size of Rs. 25 lakh per unit, this translates into a market potential of Rs. 6.25 trillion for affordable housing projects. In addition to the large 

untapped market, this segment also draws the advantage of a stable demand scenario driven by home buyers rather than investors. Moreover, since housing is an 

essential requirement, the demand for affordable housing segment remains stable during the period of downturn as well. The affordable housing segment was 

typically catered to by the unorganised segment. However, encouraged by the inherent demand potential coupled with the steady sale traction even during a 

downturn, several main stream developers are also making in-roads in this segment in the past few years. While Ashiana Housing Limited (AHL) is amongst the 

pioneers in this segment, Tata Housing Development Company Limited forayed into affordable housing in 2009 with its project at Boisar, MMR. Other prominent 

entities in the affordable housing fray include VBHC Limited, Mahindra Lifespaces and the Shapoorji Pallonji Group.  

 

Outlook for Real Estate Sector: ICRA’s outlook on the Indian real estate sector remains negative for the short term given the weak consumer sentiment and the low 

affordability levels which are expected to keep the residential real estate demand under pressure. The developers’ cash flows are expected to remain subdued given 

the slowdown in sales and lack of new launches across markets as well as delays in execution of projects, owing to the construction-linked nature of customer 

advances. Moreover, the flexible payment schemes offered by developers, in a bid to boost sales, have further exacerbated the cash flow problems. The subdued 

cash flows, in-turn, has led to increased dependence on external sources of funding, as reflected by the rising debt levels. The recent ban on high denomination 
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currency is expected to pose a challenge to all stake holders in the industry and result in further demand slowdown as well as price correction across various product 

segments, especially the premium to the luxury segment. However, over a long term, this move, along with the Real Estate Bill is expected to be positive, brining in a 

paradigm shift in the way business operations are conducted in the real estate sector. While residential real estate continues to remain subdued, there has been a 

gradual improvement in commercial real estate, with improved occupancy levels and stable rentals, supported by the limited fresh supply coupled with the 

resurgence of corporate sector demand.  

 
  



 

          ICRA Limited                                               P a g e  | 6 

ICRA Contact Details 

 

                                                                 

 
 

CORPORATE OFFICE 
Building No. 8, 2nd Floor,  
Tower A, DLF Cyber City, Phase II,  
Gurgaon 122002 
Ph: +91-124-4545300, 4545800 
 Fax; +91-124-4545350 
 
REGISTERED OFFICE 
1105, Kailash Building, 11

th
 Floor, 

26, Kasturba Gandhi Marg, 
New Delhi – 110 001 
Tel: +91-11-23357940-50 
Fax: +91-11-23357014 

CHENNAI 
Mr. Jayanta Chatterjee 
Mobile: 9845022459 
5th Floor, Karumuttu Centre,  
498 Anna Salai, Nandanam,  
Chennai-600035. 
Tel: +91-44-45964300,  
24340043/9659/8080 
Fax:91-44-24343663  
E-mail: jayantac@icraindia.com 
 

HYDERABAD 
Mr. M.S.K. Aditya 
Mobile: 9963253777 
301, CONCOURSE, 3rd Floor,  
No. 7-1-58, Ameerpet,  
Hyderabad 500 016. 
Tel: +91-40-23735061, 23737251 
Fax: +91-40- 2373 5152 
E-mail: adityamsk@icraindia.com 
 
 

MUMBAI 
Mr. L. Shivakumar 
Mobile: 9821086490 
3rd Floor, Electric Mansion,  
Appasaheb Marathe Marg, Prabhadevi,  
Mumbai - 400 025 
Ph : +91-22-30470000,  
24331046/53/62/74/86/87 
Fax : +91-22-2433 1390 
E-mail: shivakumar@icraindia.com 
 

KOLKATA 
Ms. Vinita Baid 
Mobile: 9007884229 
A-10 & 11, 3rd Floor, FMC Fortuna,  
234/ 3A, A.J.C. Bose Road,  
Kolkata-700020. 
Tel: +91-33-22876617/ 8839,  
22800008, 22831411 
Fax: +91-33-2287 0728 
E-mail: Vinita.baid@icraindia.com 
 

PUNE 
Mr. L. Shivakumar 
Mobile: 9821086490 
5A, 5th Floor, Symphony,  
S. No. 210, CTS 3202,  
Range Hills Road, Shivajinagar,  
Pune-411 020 
Tel : +91- 20- 25561194,  
25560195/196,  
Fax : +91- 20- 2553 9231 
E-mail: shivakumar@icraindia.com 
 

GURGAON 
Mr. Vivek Mathur 
Mobile: 9871221122 
Building No. 8, 2nd Floor,  
Tower A, DLF Cyber City, Phase II,  
Gurgaon 122002 
Ph: +91-124-4545300, 4545800 
Fax; +91-124-4545350 
E-mail: vivek@icraindia.com 
 

AHMEDABAD 
Mr. Animesh Bhabhalia 
Mobile: 9824029432 
907 & 908 Sakar -II, Ellisbridge,  
Ahmedabad- 380006 
Tel: +91-79-26585049/2008/5494,  
Fax:+91-79- 2648 4924 
E-mail: animesh@icraindia.com 
 

BANGALORE 
Mr. Jayanta Chatterjee 
Mobile: 9845022459 
'The Millenia', Tower B,  
Unit No. 1004, 10th Floor,  
Level 2, 12-14, 1 & 2, Murphy Road,  
Bangalore - 560 008  
Tel: +91-80-43326400,  
Fax: +91-80-43326409 
E-mail: jayantac@icraindia.com 

Source: MOSPI, Ministry of Commerce & Industry, ICRA research 



 

          ICRA Limited                                               P a g e  | 7 

 

 
 
 
 
 

          

 
CORPORATE OFFICE 

Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002 

Tel: +91 124 4545300; Fax: +91 124 4545350 

Email: info@icraindia.com, Website: www.icra.in 

 

REGISTERED OFFICE 

1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001 

Tel: +91 11 23357940-50; Fax: +91 11 23357014 

 

Branches: Mumbai: Tel.: + (91 22) 24331046/53/62/74/86/87, Fax: + (91 22) 2433 1390 Chennai: Tel + (91 44) 2434 0043/9659/8080, 2433 0724/ 

3293/3294, Fax + (91 44) 2434 3663 Kolkata: Tel + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008, Fax + (91 33) 2287 0728 Bangalore: Tel + (91 

80) 2559 7401/4049 Fax + (91 80) 559 4065 Ahmedabad: Tel + (91 79) 2658 4924/5049/2008, Fax + (91 79) 2658 4924 Hyderabad: Tel +(91 40) 2373 

5061/7251, Fax + (91 40) 2373 5152 Pune: Tel + (91 20) 2552 0194/95/96, Fax + (91 20) 553 9231 

© Copyright, 2017 ICRA Limited. All Rights Reserved. 

 

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has been 

taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no 

representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group 

companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be inconsistent with 

the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of opinion, and ICRA shall 

not be liable for any losses incurred by users from any use of this publication or its contents.  


