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Short Term Debt Programme  500 [ICRA]A1+ reaffirmed 
 
ICRA has reaffirmed the [ICRA]A1+ (pronounced ICRA A one plus) rating to Reliance Home Finance 
Limited’s (RHFL) Rs 500 crores short term debt programme. The rating factors in Reliance Home 
Finance Ltd’s (RHFL) association with Reliance ADA group – one of India’s largest business groups 
and its parentage of Reliance Capital Ltd (rated at [ICRA]A1+) which has a significant presence in 
financial vertical businesses like Asset Management, Life Insurance, General Insurance, Commercial 
& Home Finance, Equity Broking, Distribution of Financial Products and Proprietary Investments. In 
ICRA’s view, RHFL is of strategic importance to Reliance Capital Ltd (RCL) for undertaking its home 
loan lending activities and is expected to receive RCL’s full managerial and financial support. While 
RHFL’s own track record is limited, RCL has been engaged in commercial lending business since May 
2007 and the same team and systems have been deployed at RHFL. Going forward, RHFL’s rating 
would be sensitive to its ability to scale up its business operations while maintaining a comfortable 
asset quality and liquidity profile.  
 
Reliance Capital Ltd started its commercial lending operations in May 2007 and exhibited an 
aggressive growth initially in scaling up its portfolio before consolidating against the backdrop of 
challenging operating environment in FY09. However, with improvement in the lending environment, 
RCL reiterated its focus in the lending business by ramping up fresh disbursement in the secured 
lending space FY11 onwards. Over the past 12-18 months, while the overall credit book size (including 
home finance book) has not grown much (~Rs. 14,048 crore on book; ~Rs. 18,700 crore on AUM 
basis), the disbursement levels have improved to ~Rs 2500 crore per quarter as compared to the 
earlier Rs 2000 crore per quarter. The company has been using securitization as a tool to improve 
profitability metrics while keeping overall leverage at moderate levels.  Also, the granularity of the book 
has improved with more thrust on SME advances in the small ticket size segment, affordable housing 
as well as micro-finance advances. As on Sep’14, Reliance Capital’s consolidated consumer financing 
book was to the tune of Rs 14,048 crore (including Reliance Home Finance’s home loan book), 
constituted ~20% by Loan Against Property, ~17% by home loans, ~23% by SME advances, ~15% by 
commercial vehicle, commercial equipment and auto loans, ~9% by Construction Finance the 
remaining 16% by Trade Advances & Inventory Funding, Infrastructure Advances, micro finance and 
other smaller advances. Going forward, ICRA expects the mix to further shift in favour of SME 
advances which the company plans to push aggressively over the medium term. As on date, entire 
commercial finance book is secure in nature. 
 
RHFL’s sales team, credit appraisal systems and operational procedures are same as that of the 
RCL’s mortgage based lending business. As on Sep-14, RHFL had a loan portfolio of ~Rs. 3233 crore. 
RHFL’s portfolio is largely in the home loan segment with it accounting for almost 63% of the total 
portfolio while the balance being accounted by Loan against Property and Construction Finance. Going 
forward, the company plans to make deeper forays into the affordable housing segment (ticket size 
lower than Rs 25 lacs), as a result of which incremental asset mix between home loan and Loan 
Against Property would be skewed further. As a result, average ticket sizes at portfolio level are 
expected to come down from current levels. Reported asset quality remained comfortable with Gross 
NPA % and Net NPA % being 1.50% and 1.20% respectively as on Sep-14 as compared to 1.66% and 
1.29% respectively as on Mar-14.  
 
RHFL’s profitability improved during FY2014 due to an improvement in yields with an increase in 
proportion of high yielding LAP in the total book and a decline in the Cost of Funds. NIMs of the 
company improved to ~4.00% in FY2014 from ~3.55% in FY2013. Also, the Operating Cost to Income 
ratio of the company remained comfortable at ~50% during FY2014 as compared to ~57% during 
FY2013. RHFL reported a net profit after tax of Rs. 43.39 crore in FY2014 on a total income base of 
Rs. 428.83 crore as compared to Rs. 27.48 crores in FY2013 on a total income base of Rs. 360 crore. 
 



        

 

 
Company Profile 
 
Reliance Home Finance Ltd 
RHFL is a wholly owned subsidiary of Reliance Capital Ltd and was incorporated in FY09. RHFL is 
registered as a Housing Finance Company with National Housing Bank and is engaged in mortgaged 
based lending operations. RHFL has been able to report a net profit after tax of Rs. 43.39 crore in 
FY2014 on a total income base of Rs. 428.83 crore as compared to Rs. 27.48 crore in FY2013 on a 
total income base of Rs. 360. crore.  
 
Reliance Capital Limited 
RCL is a part of the Reliance group. RCL supports its group companies in form of equity or debt apart 
from managing a proprietary investments book. RCL’s subsidiaries are engaged in the business of 
managing a Mutual fund (which is the third largest mutual fund in the country with average assets 
under management of ~Rs. 126,069 crore during the Q3FY2015), general & life insurance business 
and online equity broking.  
 
RCL started its commercial finance business with a focus on secured lending and currently, mortgage, 
auto, commercial vehicles and business loans form bulk of the portfolio. On standalone basis, RCL 
reported a net profit of Rs. 409 crore on a total income base of Rs. 3254 crore in FY2014 as compared 
to a net profit of Rs. 662 crore on a total income base of Rs 3868 crore in FY13. The company 
reported a net profit of Rs. 276 crore on a total income base of Rs. 2625 crore in 9MFY2015 as 
compared to a net profit of Rs. 244 crore on a total income base of Rs. 2446 crore in 9MFY2014.    
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