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Current Urban Housing Market: 
Smallest house costs ~ Rs 5 lakhs

Source: NHB Trends in Housing; CRIS Infac Report; Monitor Research

Urban India — Expenditure & 
Income Pyramid

16%
(10MM)

37%
(~23MM)

33%
(~21MM)

14%
(~9MM)

MHE:  
<Rs 2,500 pm

MHE:  
Rs 2,500–

Rs 4,575 pm

MHE:
Rs 4,575–

Rs 9,625 pm

MHE:  
>Rs 9,625 pm

Monthly 
Income

Rs. 11,000

Rs. 2,500

Rs. 5,000

LESS THAN TOP 16% of Urban Indian LESS THAN TOP 16% of Urban Indian 
Households can afford to own housesHouseholds can afford to own houses
LESS THAN TOP 16% of Urban Indian LESS THAN TOP 16% of Urban Indian 
Households can afford to own housesHouseholds can afford to own houses

Current segment served

Ahmedabad / Vadodara

Mumbai

Jaipur

Hyderabad

 Multiple builders: “Three room” 
flats @ Rs 950 / 
sq. ft.
– Vatwa, 12 km from city centre; 

40 minutes travel, Naroda
 Land rate of 80L to 1.1 Cr per acre 

available 45 minutes to 1 hour 
from city center, FSI of 1.8 given 
for 60% of the plot size1

 1RK flat at Karjat, (Mumbai 
suburb) being sold at Rs 999 per 
sqft

 Land rate of 0.6 -1.2 Cr per acre 
available in Titwala, FSI norm of 1 

 Potential to provide housing 
at Rs 800–Rs 1000 per sq.ft. 
However, overriding concern 
is financing of these houses

 1BHK flats (450–500 
sq. ft.) being sold at Rs 900–
1,200 per sq. ft. in areas 
such as Uppal, L B Nagar, 
Kuthapet, Kukatpalli etc. but 
not on a large scale.
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The opportunity: Smaller houses using current private sector 
construction practices

Source: NHB Trends in Housing; CRIS Infac Report; Monitor Research

Urban India — Expenditure 
Pyramid

16%
(10MM)

37%
(~23MM)

33%
(~21MM)

14%
(~9MM)

MHE:  
<Rs 2,500 pm

MHE:  
Rs 2,500–

Rs 4,575 pm

MHE:
Rs 4,575–

Rs 9,625 pm

MHE:  
>Rs 9,625 pm

Monthly 
Income

Rs. 11,000

Rs. 2,500

Rs. 5,000

Target segment for this project

400 250-400 
sq ft. 

houses

Potential to provide housing for over 20 Million urban households

Cost Structure

Rs 150-250

Land & 
Legal

Rs 25

Design

Rs 550-650

Construct
ion Costs

Rs 70-100 Rs 10-25

Infrastruc
ture 

Costs

Marketin
g

Rs 15

Salaries11

Rs 25-60

Interest22

Rs
200-300

PBT33

Rs.
1100-1400

Total

Operating ProfitabilityProject IRR 30-40%
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Low Income, not Low Cost
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Customer Perspective (16 Focus Groups and over 2,000 potential customers)
Monthly Household Income: Rs 6,000- 8,000/month

Travel Time 
and Cost

 Live within 30-40 mins of their workplace; children’s school 
is within walking distance

 Monthly expenditure is ~Rs 500

 Toilets shared amongst families
 Shared water connection, controlled by the owner
 Shared water and electricity meters
 Poor quality drainage

Access to 
Utilities / 

Sanitation / 
Drainage

 Size of current rental accommodation:  200–250 sq.ft.
 Cement houses with permanent or semi permanent roofs
 Typically single room with kitchen

Size and 
Type of 
Housing

Financial 
Profile

 Income profile:  Rs 6,500–Rs 7,700 per month
 Most households had single wage earners and were nuclear 

families
 Rent1:  Rs 1,500–Rs 2,400 per month (20-30% of income)
 Average monthly savings:  Rs 950–Rs 1,200 (~15% of 

household income) 

Note: 1Rent excludes electricity and water payments
Source:  Monitor Qualitative Survey (data reflects respondents surveyed in large cities)

Issues with Current Housing
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Poor 
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Typical Ownership Options 
Examined by these Households 

Options Large City Small City

Size (sq.ft.) 550–600 1,000–1,200

Price (Rs) 5.5 lakhs–6 
lakhs

Land: Rs 500 - 700 
per sq.ft

Housing 
Type

 Apartment 
complex

 Plots of land considered 
with the intention of self 
construction

Many lower income households are living in poor conditions and are quite dissatisfied with their 
housing situations; however their searches for affordable housing have been unsuccessful

•• Unavailability of affordable housingUnavailability of affordable housing
•• Lack of access to finance even for salaried respondentsLack of access to finance even for salaried respondents
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Interest in Housing: 
Household Income- Rs 6,000- 8,000/month

Housing ConceptHousing Concept33 Tested with RespondentsTested with Respondents

 Area: Housing is  within 1 hour of the city centre4

 Complex would comprise 6 buildings with 32 flats in 
each building (8 flats/ floor and 4 floors)
– Regular water and electricity

– No lifts and single set of staircases
– Complex would have a compound wall with shared 

open spaces including garden and play area for kids

– Close to primary, secondary schools, 
healthcare centre and market place

– Well connected to city by bus linkages
 Each flat would have a built up area of ~ 300 sq.ft.

(large cities) or 400 sq. ft. (small cities)
– 1 BHK with an attached toilet and bathroom
– Well painted walls and well ventilated
– Rs 300 per month as maintenance charges

All respondents were very 
interested in this concept

Key is — strong interest, proximity to facilities (e.g. schools, market places), connectivity via 
public transport and shared open space

Note: 1Interest rate assumed to be 12%; 2Rent excludes electricity and water payments; 3Price for lower-income segment housing estimated at Rs. 900/sq ft 
3Housing concept tested is based on examples of larger (400-500 sq. ft) flats constructed in cities like Ahmedabad; 4The project team identified areas in the 
various cities where apartments could be constructed at property rates of Rs. 800-1,000 / sq. ft and these specific  locations were tested with respondents

Maximum Affordable 
EMI Payments

Rs. 2,450 / month
(35% of monthly income)

Maximum Affordable 
Housing Unit
(Super Built Up)

292 sq ft
Rs. 2,92,000

Customer Profile:
Income: Rs. 7,000/month

Maximum Affordable 
Down Payment Rs. 70,000

Housing Loan 
Tenure1 20 years

Current Rent 
(Large City)

Rs. 1,500 – 1,800
per month2

Current Average 
Savings

Rs. 700 – 1,000 
per month
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Interviews with over 30 Housing Developers 
Interest in Low Income Housing
Large private developers are not interested in the segment unless it facilitates access to 
additional land for high end projects while some medium / small private developers are 
interested in serving the segment provided they get sufficient volumes and financing is 
available for customers

Large Private DevelopersLarge Private Developers Medium and Small Private DevelopersMedium and Small Private Developers
 Very limited interest in building housing for low income 

customers
– Developers believe that there is still a large 

opportunity in housing for middle income and 
higher income segments

– Recognize land as an extremely valuable resource 
and consider stand alone low income housing 
projects as sub optimal utilization of available land
 Not willing to compromise on profit margins
 Believe that it is difficult to make housing at 

price affordable for low income segment

 Interested in looking at housing for low income 
customers only if developing such housing helps them 
acquire land (from the government) for high end 
residential and commercial projects 
– Willing to cross subsidize low income houses

 Believe that there is high competition in the middle 
segments and market is saturating

 Some medium and small developers recognize the 
opportunity in low income housing are interested in 
looking at the segment
– Believe they have the management capabilities for 

taking on such additional projects

 Believe that it is viable to serve this segment while 
earning close to their current margins (20-30%)

 However, need comfort that they will get sufficient 
volumes from this segment; concerned about non 
availability of housing finance to the segment

 Some developers have also expressed interest in 
being part of a pilot project
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Financial Institutions
Current Market Focus - Target Segment is largely un-served 

The target segment is largely un-served – select medium sized HFCs and banks have a small 
presence among customers (primarily salaried) with household income above Rs. 5,000 per 
month

> Rs. 10 K

Rs. 8K – 10 K

Rs. 5K – 8K 1

Rs. 3K – 5K

Rs. 2.5K – 3K

Large Private and Government Banks, Large Housing Finance 
Companies  

Limited MFIs (Home repair / extension loans)

Note:  Note:  1 1 Certain large private banks willing to look at salaried customers with income level down to Rs. 5,000 per month if there is pCertain large private banks willing to look at salaried customers with income level down to Rs. 5,000 per month if there is proproper documentation and er documentation and 
sourcing / collection is done through third parties thereby managing the overall cost to serve the segmentsourcing / collection is done through third parties thereby managing the overall cost to serve the segment
Source:  Discussions with Industry Participants, Monitor Analysis Source:  Discussions with Industry Participants, Monitor Analysis 
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Select Medium Sized 
Housing Finance 

Companihes, Co-op 
Banks, NBFCs

Large Private and 
Government Banks, 

NBFCs

Salaried (Organized) Self Employed & Salaried (Unorganized)

Banks typically treat Banks typically treat 
the unorganized the unorganized 

salaried segment as salaried segment as 
part of self employedpart of self employed

Government Banks, Medium Sized 
HFCs, Co-operative Banks, NBFCs 
(Select players, small % of portfolio)

Shaded portion represents un-
served customer segments
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Facilitating Low Income Housing: “Doing what it takes”

 Conveying the opportunity
 Arranging customer financing
 Obtaining customers
 Sharing “best practices” (architectural 

designs, site layouts, etc.)

Encouraging DevelopersEncouraging DevelopersEncouraging DevelopersEncouraging Developers

 Press including Real Estate trade 
journals (over 20)

 Conferences and group sessions (over 
30)

 One on one meetings with broad range 
of stakeholders (over 400)

DisseminationDisseminationDisseminationDissemination

 Existing and new players for mortgage finance 
(including incubating a housing finance company)

 PE and VC funds (incubated a USD 100 Million 
housing ecosystem fund)

 Research on optimal architectural designs, low 
cost construction technology, sustainability etc.

Building the EcosystemBuilding the EcosystemBuilding the EcosystemBuilding the Ecosystem

Two years, 30 developers, and a downturn in the economy to arrive at 7 projects.Two years, 30 developers, and a downturn in the economy to arrive at 7 projects.
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Market demonstration of Demand 
Private sector projects across India

Ahmedabad: Vatva

Taral Bakeri
Phase 1: 800 units
Construction start: June 2009
Price: Rs 3.3 lakh– 5.6 lakh

Mumbai :Ambivili
Neptune Group
100 acres
Phase 1: 1800 units; 
Sector 1: 600 flats sold out
in 3 days
1-BHK and 2-BHK
Rs 4.73 lakh and Rs 8.40 lakh
Project  launched on March 27

Maharashtra: Karjat
TMC – Matheran Realty 

15,000 units by June 2011;
3,000 units in Phase 1 – June ’09
6,000 flats @ Rs 3 lakh
Possession: June 2009

Maharashtra :Boisar
Tata Housing
67 acres:  Phase 1: 1300 units for LIH

1-RMK and 1BHK
Rs 3.9 lakh and Rs 6.7 lakh

Bangalore: Atibele
Janadhar
11 acres:  1500 units
1BHK and 2 BHK;   Rs 4 lakh 
and 6 lakh Bangalore:  Value Budget Housing

Rs 3-9 lakh townships on minimum 
10 acre plots

Ahmedabad:  Vatva

Foliage Developers
Phase 1: 400 units
Price: Rs  2.75 lakh upwards

Potential demand from 21 M HHs with estimated Potential demand from 21 M HHs with estimated 
Market Size ~INR 1300,000 CrMarket Size ~INR 1300,000 Cr
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Affordable Housing

Low Income Housing as a Driver for Economic Growth
Wide Range of Benefits
Affordable housing can provide huge benefits to families, communities and aid overall 
economic development of state

Aiding Overall Economic 
Development

 Construction of low income housing 
provides disproportionate job creatiion

 Creates signficant economic value for 
state (taxes, anxiliary economic 
activity, source of labor potentially 
leading to industry, etc

Provide alternative to Urban Slums
 ~40M people live in urban slums without basic 

facilities such as sanitation, water, schools, etc
 Renters disempowered. All power is w/ slum lords
 Slum lords “own” houses and benefit from Slum 

Rehabilitation Schemes
 Slums create high pressure on infrastructure 

within a city
Benefits for families of Urban Poor

 Housing is essential for the well-being of a 
family

 Enhanced security and health through 
organized housing with access to sanitation

 Access to better services (schools, healthcare 
etc.) which are typically available to higher-
income groups

Creation of Low-Risk Asset for Families
 Long term wealth creation due to value of 

asset,  “saving on rent” & collateral for loan
 A “security net” in crisis
 Low income houses typically built on land with 

low cost per sq. ft. Low likelihood of price 
depreciation, Hence downside risk is low

Benefits to Communities
 Neighborhoods with good quality housing 

have lower crime rates, stronger local 
economies and a better overall quality of 
life
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Thank You

Panel discussionPanel discussion

Nachiket Shelgikar, Director, MHFC

Nehal Shah, MD, Foliage Developers

Rahul Todi, MD, Bengal Shrachi Housing Development

Srinath S, MD, Sorenson Housing Opportunities Fund 

V S Radhakrishnan, COO, Janalakshmi

Chairperson: Ashish Karamchandani, CEO, Monitor Group


