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HFCs reported on-book portfolio growth 

of 14% YoY in Q1FY2025; ICRA retains its 

portfolio growth estimate of 12-14% for 

FY2025.  

ICRA expects some moderation in NIMs 

for HFCs in FY2025; however, contained 

credit costs and improving operating 

efficiency will support profitability 

HFCs’ debt capital market issuances 

touched multi-year high in H1 FY2025; 

share of CP funding remains low 

 

 The on-book portfolio of the non-banking financial companies-housing finance companies (NBFC-HFC) sector grew by around 14% year-on-

year (YoY; estimated) in Q1FY2025. With demand expected to remain firm, ICRA expects the growth momentum to continue during the rest 

of FY2025 as well. ICRA maintains its growth estimate of 12-14% for HFCs’ on-book portfolio for FY2025. With the increase in the cost of 

funding from banks, HFCs have moved towards the debt capital market to support their funding requirements. Bond issuances reached a 

multi-year high of Rs. 45,700 crore in H1 FY2025, up 44% YoY.  

• Slight uptick in GNPAs in Q1 FY2025, expected to remain stable by fiscal end: HFCs witnessed a significant improvement in their reported 

GNPAs (GS3) in FY2024, which was driven by sales to ARCs, write-offs and recoveries. However, HFCs witnessed a slight uptick in the reported 

GNPAs (GS3) in Q1 FY2025, in line with past trends. ICRA expects GNPA to remain stable by the end of FY2025 at 2.1-2.3%. Consequently, 

the credit costs are also expected to remain under control in FY2025.  

• Adequate capital profile and liquidity: The industry’s capital profile is adequate with the same expected to remain sufficient for meeting the 

growth targets. While no major capital raise is required, some entities would raise funds depending on their capital position with respect to 

their growth aspirations. Most HFCs are gradually lowering their on-book liquidity to reduce the negative carry thereon. Nevertheless, 

liquidity remains adequate and HFCs continue to maintain the required liquidity coverage ratio (LCR). ICRA expects that the sector would 

need Rs. 1.0-1.1 lakh crore of additional funding (over and above the refinancing of existing maturing debt) in FY2025 for the envisaged 

growth. ICRA expects funding (including off-book) availability to remain adequate for the sector. 

• Outlook remains Stable: ICRA expects a steady growth in the industry portfolio, driven by buoyant demand for individual loans. ICRA expects 

some moderation in the net interest margin (NIM) in FY2025, though contained credit costs would support profitability. ICRA expects HFCs 

to report a return on managed assets (RoMA) of 1.7-1.9% in FY2025 compared with 2.0% in FY2024. 

 

 

EXECUTIVE SUMMARY 

Source: Financials and investors presentations of HFCs and ICRA’s calculations; H1 FY2025 financials wherever not available have been estimated basis past financials for 
consolidation of H1 FY2025 values 

Click to see full report 

https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=0a28b1f4-e8ac-4ffe-9858-0246b8ac99ec
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