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RAAS Affordable Housing Finance (India) Limited

Amount Rating Action
Long Term Bank Lines Rs. 50 crore [[CRA]BBB (stable) reaffirmed

ICRA has reaffirmed the rating of [ICRA] BBB (pronounced as ICRA triple B) with stable outlook of Rs. 50
crore’ long-term bank lines of RAAS Affordable Housing Finance (India) Limited (RAHF) (erstwhile RAAS
Housing Finance (India) Limited.

The reaffirmation in rating takes into account RAHF’s experienced management team, commitment of
promoters to provide capital support for scaling up operations , good loan origination processes, underwriting
norms and MIS systems which should help the company to grow its portfolio as per business plan over the
medium term (portfolio of Rs 1600 crore by March 2019) with systematic expansion along the DMIC Corridor
across Delhi NCR, Rajasthan, Haryana, Maharashtra, Gujarat, Madhya Pradesh and UP. ICRA has also noted
that the company has been able to receive Rs 65 crore of sanctions from 4 banks which should help the
company in scaling up operations. ICRA has also noted the change in strategy of the company from middle to
high income salaried/ self employed segment to affordable housing segment given the opportunities available
in the same. The rating is however constrained by RAHF’s small scale and nascent stage of operations
(portfolio of Rs 71.3 crore as on March 31, 2016), its focus on relatively underserved affordable housing
segment where the borrower profile is more semiformal, low profitability indicators, given the relatively higher
operating expenses and investment in branch expansion, technology, automation & manpower. Going forward,
ability to grow the business and manage the portfolio through economic cycles without diluting the credit norms,
while diversifying the funding mix and maintaining prudent capitalisation levels would remain key rating
sensitivities. The company is now also covered under the SARFAESI Act, which would help the company to
recover from delinquent account. The Company has spread its presence over 12 locations across Delhi NCR,
Rajasthan, Haryana and Maharashtra and plans to have 23 branches by March 2017.

As for capitalisation, the company had a net worth of Rs 94.9 crore as on March 31, 2016. As for the
company’s growth plan, it plans to achieve a portfolio of Rs 1600 crore by March 2019, while maintaining a
portfolio mix of 65%-70% in favour of home loans (primarily to self employed segment), 25%-30% towards
loans against property (LAP) and the rest towards builder loans while maintaining leveraging levels at 5—6
times. In ICRA’s estimates, the company would need equity infusion of Rs 100 crore over next two years; ICRA
takes comfort from strong commitment of promoters to infuse the same.

Given the focus of the company in lower-middle income segment, its lending yields are likely to be high (12%-
14%). However the company is investing in branch expansion, technology, automation, as well as training of
manpower which is likely to keep its operating expenses high over the next three years, therefore it would take
around 3-4 years for the company to achieve double digit ROEs. In ICRAs opinion ability of the company to
scale up operations, bring down its operating expenses and also tie-up funds to grow the loan book while
maintaining prudent capitalisation levels and control on credit norms would be important from a credit
perspective.

About the Company

RAAS Affordable Housing Finance (India) Limited is a Delhi based housing finance company 100% owned by
RAAS Capital (India) Pvt Ltd. As on March 31, 2016, the company had a total portfolio of Rs. 71.3 crore. The
company reported a loss of Rs 2 crore on an asset base of Rs 97.5 crore for the year ended March 31, 2016.
As on March 31, 2016, the company had a net worth of Rs 94.9 crore.
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