
Management Discussion and Analysis

Overview of the Indian Economy

Similar to other world economies, India started off 
FY21 with negative sentiments owing to the COVID-19 
pandemic that caused untold human suffering apart 
from causing massive trade and business disruptions. 
The pan-India lockdown announced at the end of 
March 2020 to contain the spread of the virus, lasted 
for more than two months. The overall economy went 
into a negative growth trajectory as a result of low 
consumption, loss of jobs and reduction in industrial 
output. 

However, on the back of the strong policy initiatives 
taken by the Government, India registered handsome 
economic growth in the second half of the financial 
year. According to the National Income estimates of 
the National Statistical Office, India’s GDP contracted 
7.3% in FY21. Its second advance estimates had 
put the figure at 8%. To shore up the economy, the 
Government introduced an array of reforms, including 
the Aatmanirbhar Bharat drive to incentivise domestic 
production. Among the measures implemented by the 
Government were the fiscal stimulus package of more 
than C 20 Lakh crore to boost demand and support the 
Micro, Small and Medium-sized Enterprises (MSMEs), 
the C 1.70 Lakh crore Pradhan Mantri Garib Kalyan Yojana 
relief programme that disbursed free food supplies to 
the underprivileged and subsequently a pro-growth 
Union Budget 2021-22 with an infrastructure focus. 
The Government measures were duly supported by 
synchronised measures by the Reserve Bank of India 
(RBI), which introduced various schemes such as the 
Targeted Long-Term Repo Operation or TLTRO and the 
Emergency Credit Line Guarantee Scheme or ECLGS 
to inject liquidity in the economy for the convenience 
of all businesses. 

As FY21 drew to a close, India appeared to be on the 
edge of a strong recovery, having regained positive 
growth, but the momentum was flattened by the 
resurgence of the second wave of COVID-19. Within 
a matter of few weeks, the situation had altered 
drastically. Today, India is trying hard to bring down the 
infection and mortality rate. India has since ramped up 
its vaccination drive while coordinating action across 
the states to provide medical support and oxygen 
supply to save lives and lessen the distress. 

The Government is making an all-out effort to provide 
vaccination to all from age of 18 and above, and so 
far, more than 10 crore people have been vaccinated. 
Looking at the proactive steps being taken by the 
Government and various other factors, it is predicted 
that the Indian economy will rebound with a GDP 

growth of 7-9% in FY22 (The RBI in its latest estimates, 
puts the growth rate at 9.5%).

Housing Finance Industry

In FY21, though the overall economy has seen a 
downward trajectory, the housing finance industry has 
witnessed a contrary trend. Low home loan interest 
rates, almost static real estate prices and reduction in 
Government levies, has resulted in a surge in demand 
for housing space. The demand was also fueled 
on account of the policy emphasis on low cost and 
affordable housing. As a result, the segment saw good 
traction and is expected to provide a much-needed 
impetus to the overall industry.

During FY21, the first quarter saw a complete slump 
in demand for housing loans due to the pan-India 
lockdown, the economic downslide and the weak 
consumer sentiment. But steps taken by the RBI to 
provide loan moratorium to standard retail borrowers, 
its efforts at pumping liquidity into the economy in the 
form of ECLGS and TLTRO have resulted in improved 
market sentiment and higher demand for home and 
MSME loans.

However, the challenge for the housing finance sector in 
FY22 would mainly be the management of collections 
as the country tries to recover from the second wave of 
the pandemic and resultant lockdown in the most parts 
of the Country. With pressure on collections building 
up, maintaining the quality of the loan book would 
be one of the biggest challenges for all the housing 
finance companies.

Recent Developments in Housing Finance 
Industry

• Stamp duty reduction: In FY21, several states such 
as Maharashtra, Karnataka and Delhi have reduced 
the stamp duty in order to boost housing sales. 
Looking at the long-term benefits, it is expected that 
other states of India will follow suit and reduce stamp 
duty rates, which will help in boosting demand and 
indirectly benefiting the housing finance sector.

• Special re-finance facility: The RBI has declared 
a special re-finance facility for a total amount of  
C 50,000 crore to All India Financial Institutions 
to facilitate fresh lending in FY22. Under this 
facility the National Bank for Agriculture and Rural 
Development (NABARD) is to receive C 25,000 crore, 
National Housing Bank (NHB) C 10,000 crore, and 
Small Industries Development Bank of India (SIDBI)  
C 15,000 crore to meet the financing needs of housing 

Progressing with Purpose32



finance companies (HFCs), regional rural banks, 
cooperative banks and microfinance companies that 
were affected by the lockdown.

• Benefit to affordable home developers extended: 
For making more homes available under affordable 
housing, the benefits under Section 80-IBA of the 
Income Tax Act, 1961 has been extended for one 
more year, i.e. to the housing projects approved till 
31st March 2022.

Challenges faced by HFCs

Some of the key challenges faced by the housing 
finance companies are as under:

• Sluggish demand: The HFCs witness sluggish 
demand in Q1FY21 which was offset by moderate 
demand in the rest of the financial year. But as 
the country is witnessing a growth in the number 
of COVID-19 cases from the beginning of FY22 
following localised lockdowns and curfews, it is 
expected that demand would remain muted till the 
situation improves on the back of rapid vaccination.

• Rise in NPA: During FY21, based on the RBI 
regulations, the borrowers were given the option 
of extended moratorium, which was followed by 
freezing of Days Past Due (DPDs) till the end of 
February 2021. Hence, the actual performance of 
the loan books of HFCs will witness a rise in non-
performing asset and deterioration in asset quality 
as repayment capacity of the borrowers is impacted 
by the ongoing pandemic.

• Lesser availability of funds: The availability of funds 
for HFCs would depend on how the HFCs are able 
to focus on collections, business processes and 
management of the overall asset quality. HFCs that 
are backed by larger reputed groups may not face 
problems in fundraising efforts in comparison to 
smaller, standalone HFCs, which have been impacted 
more by the pandemic and low availability of funds.

• Rising repossessed assets: Stock of repossessed 
assets has increased due to lower saleability, delays 
in getting physical possession of properties due to 
lockdowns and curfew and voluntary surrenders by 
borrowers of housing property.

Outlook for Shriram Housing Finance Limited

Shriram Housing Finance Limited has continued 
to transform itself and even during the pandemic, 
has shown improvement in all the operational and 
financial parameters. The Company has been able to 

increase the loan asset base in FY21 by more than 70% 
while improving on asset quality. The overall yield on 
the portfolio has slightly declined as the Company 
has continuously focused on building a quality loan 
book and sourcing high credit rated borrowers. With 
business growth, rationalisation of operating expenses 
and improved asset quality, the Company has improved 
on all the financial parameters.

The Company has continued to deepen its presence 
in key states under focus and has also increased its 
footprint by opening branches in new geographies. 
It will continue to focus on the affordable and mid-
tier segment due to steady growth in demand and will 
also strive to have a perfect asset mix. Backed by the 
Shriram Group, with its huge, time-tested customer 
base, the Company will continue to explore cross-
selling opportunities that will continue to play a major 
role in the next leg of business growth.

Financial Performance

Particulars (` in Crore) FY21 FY20

Total Income 428.33 365.99

PBT 84.24 65.31

Net Interest Income 213.91 199.92

PAT 62.38 46.52

AUM 3,929.44 2,305

Net Worth 576.47 513.01

Key Ratios

Particulars (%) FY21 FY20

Return on Avg. NW 11.56 9.56

Return on Assets 2.47 1.99

CRAR 23.03 27.76

Internal Control Systems

Shriram Housing Finance Limited has put in 
place adequate mechanisms to promote business 
sustainability and maintain a healthy work environment. 
It maintains a system of internal controls designed 
to provide a high degree of assurance regarding the 
effectiveness and efficiency of its operating procedures, 
safeguard its assets, and financial controls that ensure 
transparency and accountability while complying with 
applicable laws and regulations.

The efficacy of the internal control system is monitored 
by the internal auditors, working in tandem with external 
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audit firms appointed by the Company to carry out 
statutory audit. Internal audit reports are placed before 
the Audit and Risk Management Committee along 
with significant audit observations and suggestions of 
follow up action. The statutory auditors also present 
their suggestions to the members of the Committee for 
improvements in financial controls and compliances. 

Developments on the Human Resources Front

Shriram Housing Finance Limited believes in providing 
a safe, inclusive and sustainable work environment for 
its employees. The Company is committed to acquiring 
and retaining talent, which plays a significant role in 
achieving its desired goals. The Company is focused 
on hiring the finest talent and providing its people 
with equal opportunities to enhance their professional 
growth by matching their ability, aspirations and drive.

It is the endeavour of Shriram Housing Finance Limited 
to ensure that it continuously attracts and retains the 
best talent. The Company’s HR recruitment process 
elaborately covers various levels of assessment to 
ensure the right fit to the Company’s culture and roles 
available within the organisation.

The Company aspires to provide its employees equal 
work opportunity and ensures diversity in the workplace 

while taking adequate steps to increase employee 
satisfaction and engagement. Through its performance 
management system, the Company ensures that a 
thorough assessment is undertaken of its talent pool. 
This helps the organisation design a suitable career 
path for all its employees and adequately reward the 
high performers.

COVID-19 Initiative

Shriram Housing Finance Limited continues to work 
proactively in safeguarding the well-being of its 
employees and providing them all the assistance they 
require during the ongoing pandemic. The Company 
has implemented extensive safety measures in the 
workplace to prioritise the safety of its employees 
and their family members. The Company has also 
announced to reimburse the cost of vaccination for its 
employees. 

In a unique initiative, the Company has taken a step 
ahead and announced to reimburse the cost of 
vaccination for all its affordable housing customers. 
The organisation believes in supporting the welfare 
of its customers and ensuring their well-being. This 
initiative will take out dissonance, if any, and enable its 
customers to make their vaccination decision without 
worrying about its affordability.
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