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AHFCs’ sector AUM to reach Rs. 2.5 trillion by FY2028: ICRA

e Mortgage loans by NBFCs and AHFCs to expand at a CAGR of 17-19% and 20-22%, respectively, over the
next three years

Rating agency ICRA projects retail mortgage-backed loans offered by non-banking financial companies (NBFCs) and
housing finance companies (HFCs) to expand to Rs.20 trillion by FY2028, from ~Rs.13 trillion as of March 2025, of
which the share of affordable housing finance companies (AHFCs?) would rise to Rs. 2.5 trillion from Rs. 1.4 trillion.
ICRA forecasts mortgage loans by the NBFCs and the AHFCs to expand at a CAGR of 17-19% and 20-22%,
respectively by FY2028.

A M Karthik, Senior Vice President & Co-Group Head - Financial Sector Ratings, ICRA Limited said “Over the next
three years, retail mortgage loan growth will be driven by robust demand and the restricted availability of
alternative credit options due to ongoing issues with unsecured lending. This sector has traditionally demonstrated
strong performance, marked by low loan losses and healthy business returns.”

The HFCs? accounted for about two-thirds of these overall mortgage loans, and within this, AHFCs constituted 11%
of the overall AUM (Rs.13 trillion) as of March 2025.

The AHFCs have a higher share of self-employed borrowers and loans against property in their portfolio compared
to other large HFCs focused on the prime borrower segments (prime HFCs). The AHFCs have a sizeable share of
smaller ticket loans, and their AUM growth has been quite steep in the recent past, resulting in low portfolio
seasoning. “Given their borrower characteristics, the AHFCs will have an operationally intensive business model
compared to prime HFCs. This would require an extensive network of branches and staff to manage loan origination
and handle collections in case of overdues. While they mitigate the credit risks arising from this with a conservative
loan to value (LTV) and have higher business yields, sustained stability in operations and prudence in credit policies
would be crucial for operating at a larger scale,” added Karthik.

Based on the ICRA sample of some leading AHFCs, accounting for close to 70% of the AHFC industry AUM, non-
performing assets (NPAs) have remained under control at 1.1-1.3% over the last three years, with average credit
cost as proportion of average managed assets being around 0.3% over this period. The AHFCs have an average LTV
of around 55% and have a sizeable share of loans extended for self-construction of homes (~40% of AUM), which
is expected to keep its credit quality under control.

Healthy business margins and low credit cost support AHFC earnings with their return on average managed assets
at 3.5-3.6% (based on ICRA sample of AHFCs), even as their operating costs remain elevated compared to their
prime loans-focused peers. Competitive pressures, however, will increase steadily going forward from larger
players, making improvement in operating efficiency critical when yields moderate and margins shrink with steady
increase in leverage. Nevertheless, the AHFCs appear well positioned, given their current capitalisation (managed
gearing of ~3.5 times) and earnings to support their growth plans over the next three years. In view of the above
reasons, ICRA has a Stable outlook on the AHFC sector.

1 HFCs with more than 2/3™ of their housing loan book under the ticket size of Rs. 2.5 million
2 HFCs = Prime HFCs + AHFCs

LB Sensitivity Label : Restricted




ICRA

www.icra.in

Click here to ready our previous releasee.

For further information, please contact:

Media Contacts:

Naznin Prodhani Saheb Singh Chadda

Group - Head Media & Communications Manager - Media & Communications
ICRA Ltd. ICRA Ltd.

Tel: + (91 124) 4545300, Mob: +91- 9833669052

Dir —4545 860 Email: communications@icraindia.com

Email: communications@icraindia.com

© Copyright, 2025 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 presented 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.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The Press Release may be
used by you in full or in part without changing the meaning or context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the
sole right of distribution of its Press Releases for consideration or otherwise through any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services companies as an independent and
professional investment Information and Credit Rating Agency. Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA).
ICRA is a Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating
Agency Moody’s Investors Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.

0 X

Sensitivity Label : Restricted



https://www.icra.in/Media/MediaRelease
mailto:communications@icraindia.com
mailto:communications@icraindia.com
https://www.linkedin.com/company/icralimited
https://twitter.com/ICRALimited

