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L1 Objectives

This paper summarnes the findings of the publicstion entitied “"STUDY ON THE
PROSPECT OF SETTING UP A HOUSING FINANCE COMPANY IN THE PRIVATE
SECTOR™ dated August, 1993 by Equity Resowrves Limited ("ERL")

The proposed housing finance compemy woild simi 1o benefit from  the growing demand for
professionally sdminmstered house-financing services by providing housing o 0 middle and
upper middle moome families st competitive rates of interest

ER]. wes comminsioncd by Delta Life Insurnnce Company Limited (THI") to conduct thes study
in the backdrop of recent gowernment polices fvounng privete sector mvohement ;. housmng
firmnce

L2 Backgreand

The ides of setting up a housing finance company m the private sector was ongmally concenved
m 1990 by the Intermational Frwnce Corporstion, Washington ("IFCT) the Housng
Development Finance Corporation LAd of Indms ("HDFC™) and the Industnal Promobion snd
Development Company of Bangladeah L1d ("TPDXCT) A numsher of investigations were conducted
by these imatitutions and & foregn consalting firm commusoned by IPDXC The mvestigations.
whach were of an cxtensive nature, confirmed the visbility of the proyest.  However, {0r ressom
anknown 1o ERL the project did not progress heyond that  stage

The introduction of the Nutonal Housing Policy 1993, » genemal improvemeant in the macro-
economic dittmtion of the country, a better mvestment climate und the govermment's recent call for
mare provele sector imvolvement i development activities have ancourmgtd privete mvesion 1o
play & more sctive role in the financzal servicss incustry. In the light of these changes there has
been renewed mierest from both [FC end HDFC regarding the establishment of o private housing
finance company (*the company”)

Duwring the recent Bwromoney confrence beld in Dhala, IFC and HDFC had extensive
discusssons 1n ths regerd with & number of fnencal mestitutions. In subsequent vais to [hels
by officiuly of hoth corporstions D41 wes wientified ws the lead local prometer of the compary
An Alde Memoire was signed by HDFC snd DL i May, 1995 with rogerd 1o seming up the
ORIy

At the imvitation of DL1, Rangladesh Rural Advancement Commuties (ARAC) has recontly
become involved as @ polertial locsl sponscs of the company



13  Terms of Reference

The paper bromdly covers the followng
A hrved hackground nole on the meun et onal sponsons
Managoment and sharcholdung structure
Fundung, recuirements
The mature of techmical assatance reguired
WMimjce obpectrves and operstional guidelines for the company
The company’s market and regulsiory envromnment

14 Information Sources

To undertalie the study ERI constmmed & tzam of experts comprsmng members of 3 own
drvmmon s well a octermal corsultanty assocsted with the firm The oceornad

consultancy
conmullants engaged by ERL specualize i conductung fousibality studies on selling up compames
m the {inancial services sty

The ERL tean drew upon the input recsived from senior officials of DL whilst prepanng the
groandwork for the study. Vital informstion was also gethersd through discussions  with
indivichumils representing major fmancial mattunions, the House Butlding Financr Corpartion of
mmuu&-hﬂ_mmdm

ERL gratefully acknowledges the co-operalion and assestance reoerved from all concerned

The study entitled "PROPOSED PRIVATE SECTOR HOUSING FINANCE CORPORATION
(HFC) IN BANGLADESH - A NOTE ON THE PROJECT VIABILITY" of 1990 jomnitly pecparcd
by the HUFC and FC (“the HDFCIFC study”) forms the starting poent of ERL's wvestagtions.
Peaxdes thas. antucal miformation han also hoen exarsctiad from the (ol lowang sources

- The Natzomal Housing Polxcy Act 1993

- The Assan Development Rank -sporsored Report on Housing Sector Instatistional
Strengtherung Project (“the ADB report®)



LS ERL's Approach

Although the conclussons drwen in the HUFCTFC study remmen largely walsd ERL hes wken nio
sccouret the changed soenano of the mud- s n carrying ol the fmancaal snsbss of the project
For imstance, the ADFC/AFC study sssamod sn sversge boan same of Th 200,000 wheress ERL
has found that the sverage uzr of loars hikely 10 be disbursed by the company o Tk 500000 in
wiew of hugher cunstruction costs

Furthermore, the parsmctors used by ERL in conducting the sensitrnty snalyses of the progect aee
differert {rom those emploved in the HUFC/IFC study

2.0 THE PROMOTERS

11 DUl

T wan established m | 98¢ when the gowvermmert opened up the mmursnce inchmtry 1o provate
sector vestioent Ower the years Dl has developed o one of the largest privete hife wourance
comparses bomsting mn socumulsted ifie fund of Tk 130 mibon and & net moome of simost Tk
733 mullson m 1994 |t bum secently pone pubic with e offenng of Tk 15 milbon whech e
30 tames oversubworibod

Apart from indwidusl’ group msurence poliaes D1 has stroduced innovetive schemes for low
anxd muddle income feembies i both ruml and urban acess

DL 10 headed by Mr Shafst Abmed Chaudiun, the Chairman and  Managing Derector, who s
an actusry with over 35 yean of expenence in the insurance business.

12 G

GO ‘went wnde operstion in 1986 s & geneml moummnce company B 3 engaged = all espects of
the msurance business excepe life maurance  n rocont tmes GO e become mvolved m the
capital and debt markets by (a) moroemng # holdngs of shaes and debentizes m 3 own

rvestment portioleo and (5 offerng isdereTiiing sernces.

A yoar-end 1994 0D had sccumulsted reserves of Tk 110 milbon and & network of 33
hranchen opersting theoughou the country

M Shalst Alwned Chsadhon scts a8 Charman of GO while Mr. Nasir A Chowdinzy, an
treurence voleran, heads the managemer d team s Managing Dharectur

2



13 IFC

IFC s the provats sector mme of the World Bank B bes financed vanow industnad projects
woridwnde and s capetal merkets dison bes been sctrvely mvolved n swetling up comparnes
speczalinng m the entire range of fmancal and owestmenl services

IFC m a shareholder o IPDC, Bangisdesh as well m m HDFC i Incin & hos alss been
nssocasted with estasbhisiing & housing finance compamy m Palostan

14 HDFC

HDFC came into existence in India m 1977 with [FC, The Industrial Credit and Investmens
Corporstion of ndis and His Roval Highness The Agn Khan as the sporsors. It s regarded s the
moneer of lorg term housing finunce m Ind. heving built 4 & losn portfobo of over Rs 55,000
milhon by sssisting more than $50, 000 famles 1o acgpare ther own homes.

HIFC han fose regoponml offices and over 26 branches throughout Indra. s shares are listed in the

Bombey Siock Exchangs and o s roputed 1o be one of te mone meccemdil maliulions of s
ond m the Third World

35 BRAC

BRAC wes established i 1972 with the arigmal cbyective of rehabilitating war refugess

: proncczed
significance such m the Huml Development Progrnunme. the Non Formal Prisary Rduoution
Progmmme and the Hoalth and Population Prograumme its 1904 balance sheet showed s coputal
bane of ower The 4.5 hallion

BRAC is headed by My FH Abed. Executive Director, who i mternationally recognized s an
expert in the field of empowerment of the rural poor



3.0 FINANCING PLAN

31 Sharvholding Structure

The rutial copeta) requerement of Tk 100 mibon m expected 1o be fully funded by the sponsons

m the followmg proportions -

Sheat v iber s Cmmiribation ( Th. "000) S vlnsdding (*w

fa) Laced sponsnry .

(LK 15,000 3

CGRETN DELT.A 15,000 & ]

BRALC 5000 D

Francsl Intunon Fank 2000 3
Suboral for (g - 000 .

M Faretgn tpanvers

"C 19,006 11

HDEC 10,008 1]

Frovate plscemment with

rvemen mancel wvtiubonm s | 10,000 10
Sub-iwiad for (b . 30000 o
Totsl Equity : 100008 1

The shove shrvhokdng dstributions st grven on the b of watial dscussiors between the
prospectrve spormon and  sonsequently, are subsect to confirmetion

The company & expeciad o mese an sddiionsd Tk 100 muibon by msumg nghts shares m its
fifth vear of operstiors Ry the seventh yewr the company's onygiral sporson ee expected o offer
part of ther shercholding 1o the genersl public for subscription by proporiorste divestmend.
However, if i is mandstory t0 go public carlier the SEC could be roquested for special
despensation m the cuse of the compsny



31 Nos-equity Funding Requirements

Apart from the money mmed through the mantononal sponsory mutel contnbwtions and the
subsequent publs offening the company will fund s operstronal sctivities from the followmg
T E Y

Dl sowrces Cumudsitve & yrars  Comulstive 10 yoary
(T mailiion) (T sl )
Lines of Crodit from Institutional Sponscrs 80 1290
Teorm Losna fom Frmncmd Insttuncoss e 7o
Pubbe Coposts. Morrowons’ Equary Accouands n IET
Litontures =0 (o
{ uawmlattve lotals 1.7 s

It i expocted thet the mstittional spomsor will provde the compasry with hines of credit on
favourshle terms In sddiion. the company should heve [mie dificulty m obtaming tom loans
from financsl mettubions — given the sohd reputation e nfluence of its sponsors.

As noo-benking financial matitutions we barred from taking deposits from the public, it =
unlikely that the company will have scoess to pubbic depomita However, the Hengladesh Bank
expectad 1o permit the company to open aquity sccoants in the names of prospective horrowers

The recent mucoess of companies such as Bexamoo m rmng funds through the sale of debentures
mcicates that the public should respond favourabiy to o debenfure e by the company



33 Sourcves A |'ses of Funds

The comparmy's funde we expected 0 he maploved m the followng menrer

C omuletive & vears Cwendative 19 years

(T mlilien) (T enillien)

Sovirren of ¥ undy -
Share Cagtal 200 00
Lirse of Crofit & Oihusy [t 1,700 Lot
income fromn Uperabons T4 i

1 wind Sewrces of Fumaks : Lické Lm»
Uses of Fands |
Canh & Dank Nalances k. ¥ | @l
Foued Assats IK R
Pro-operutive Fajemes L 5
Repwyment of [ebt ¥ | 1,504
Limn |t 1ReS A3
St b IerTaent ] ]
ipersbowai |oporses = 1560

Totad |'pwn ol s : Liké

§

wd




4.0 THE COMPANY

41  Incerperstion

The company, which u proposed 1o be nmmed Delta Home Frnancing Company Lid. wll be
wcorporsted i Bargledesh as & public lmited company I will have an suthorused capatal of Tk
SO0 million and e matial ped up cepatal of Tk 100 milhion which will be fully funded by ithe
sponson

41 Chalrman & Hoard of Direclors

The company will be headed by a non-cwcubve Bangladesh: chamman with  impeccable
crocberitinls and high-lewel eontacts n hoth goverrment end busones carches

The first Bosd of Dwectors (Mthe Bowrd”) will conemt of representatrves from partiapating
mattutional spomsors - local end foregn  Kepresermatives of public shareholders wnll be
mchucted wnto the Board after the company goes publac

43 Management

The day o dey manmgrment of the company will be looked afler by the Managng Derector o
Chiel Fxecutive Officer ("the CEO”) who will be o Bangindeshs with a proven track record of
performance i similer posstions.

The company’s opersbions will be run by an exputnute Depaty Chuel Executwee Officer (“the
Deputy CEC) whose services will be seconded 1o the company from HOFC The Deputy CHO
will talce full charge of the compay’s Finance and Operstions Department and s expected 1o
semain with the company for ot Jeast five years. Al the end of the five year period he may be
replaced by u quahified Bangiadeshy if the Bosrd deems it necessary

The Poard will sppownt a five-member Execonve Comemttor  comprising the Chasrman, the CEO
and three other memibers drrwn from the Foand The Exscutive Cometiee will comvene meeting:
on 8 regube beses W meke poboy decosons ewd © spprove oen appleaiion eacooding the
wppwoval et of the \Msnagrment Commitiee

A Masngrmsent Commitles conmesting, of the CEO, the Deputy (O and other semor execatives
of the company will meet regularly 4o spprove ioams within its approval bt snd (o make doy 1o
dev sdmimstrative decinnons



44 S of Operstion & StafMing Hegquirements

The company will commence operations = 8 one-cifios unil locsted m Dhaka  Thes wll be
sppropniate since the  products and sernces offered wll be hughly sanderdized and  capeble of
beung hardlod by & compect. prolcsmonal losm of stalf Profosssonal stall members &t oxgpected
to have up-to-dete computer syslems and software of thes Gspusal  In vew of this the mitl
staffing requirement 1 assumed 1o be o follows

Twignation Number of Slots
CBO 1

Dieputy CHO ]

Marmges

OATacer

Execuitve Assastant Secretary i
Commprier Opersior’ Recoptiona 2
Devver

PeonMessenger 2
Towad: 14

I will probebly he necessary lo expand tnio & branch network once the business ansscted
reaches & cenain level and the demand for the company's services m {all in the other major cities
of the country. Additional stall will be gracmlly recuited in proportion 1o the growth m
bness. | A the request of DT an additional sermativily analysis festiring o larger initial
atnflolface confyguraiion hes been prepared and s preseried e o separste publication |

50 TECHNICAL ASSISTANCE FROM HDFC

In the Aade Memotre duted May 2%, 1995 HDFC has mdsosted m bromd terms that ot wall provde
lechmcal sssustance buth durng the seting up snd i the runrung of the compary The scope of
the techmicnl sssstance will meed 10 be chearty defined before Use progect s undertahen However
# = expected that such msmstance will mchsde the followng

The drufting of & detmsled statemernd of operating policy o be moorporsted wilo
&n operuting meral



The provisaon of services of & semor HEFC exsave duning the mitml phases

As mdicated i 43, the secondment of » semor HDFC officer m the company's
Deputy CEO

The prowision of treming facilities m Bangladesh and Indis for the companys
professional stall

Any costs ssmocised with the secondment of HDFC staff are expected 10 be bome by the
campay, This has been reflected in ERLY financial projections for the company. Nonetheless,
the Board may conssder 1 worthwhile to mvestigate the possabulity of recennng financial support
from cne of the many foreign sid agencies  operating in Bangladesh o partly cover the comd of
tevhnical ssastunce

60 OPERATING & LENDING POLICY

The main chjectives of the company will be the sume o  those dowwn ot i the HDFC/IFC
study These wae

(i

()

()

To prowide bong term housing loans to mddle income and high income
households for construction of dweiling units, for extensson and
wmprovement of exmutmg dwelling uruts

To provide long term housing loans o

bodies for on-lending 10 ther employoes and also fur thew housing
ORI

To provide housing loans 1o empioyees of companses’ mnstiiulions corporie
tundien ggasnet GOrpONlE GeTEECES

To provide on a scloctive basis short texm brdge losns to property developers for
comstructon of fats for the lower and lower muddie income groups.

To mobulire short, mddle and long teeme fonds from both msmunons snd
houschold svings 1o support ifs house fmancing sctivitaes.

To support dwectly or mdmectly the development of affordeble housing smongst
low income houscholders.

o
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7.0  MARKET FACTORS & THE REGULATORY ENVIRONMENT

7.1 The Housing Crisis

The houming problem m Bangladesh has resched css proportions wnd w chanctenaed by
overcrowding, with an ocoupsncy e of 6.5 penoms per hounng usl The country hes an
extumaied 18 4 million households — 15 1 milion i the villages and 3 3 million i urban sncs
The housing shortage wes estumaled o 1991 10 be between 3 to 3.5 mullion units with 2 to 25
million units heing required m the uban seas. With mmlable housing detenonating rupdly due
1o age. genersl negloct, lnck of mantersnce and other foctors, the country's total howsing
shortage s likely to excoed 5 mullon units by the tumn of the centiry

The urban populstion in Pengisdesh his boen growing at over | mallion per yesr As opposed o s
natsonal growth rate of 2 17 % the population of the three largest cities, Dhakn, (huttagong nd
Kiwaina, 1s growing ot between 5 o 7 % per snnum. 1t s preducted that by the year 2000 some 43
million, thet ;. one thard of the entire populstion, will bve i when ares

Dhaka with the fastest srwwasl growth mie of ™% = home 10 30% of the countrys wrban
popuiuce Al present 70,000 (o $0,000 usts are needed i the caprtal city whereas only 15,000 1o
21000 wuts we beng ball evay yawr The sade shortage of land, speculstion snd 3 rapd
merease M house rent have exacortaied te cnimes

7.2 Tremsds in Housing - Socle-sconmmic £ Cultural Factors

HDFC™s experrence i india reveals that the average size of flats m large cities such sa Caleuttn,
Bombay, Madrs and Dello 1 decrensing due 10 populstion pressure and the scarcity of land. A
wimlar tendency seenm o be talong effect in | Thaks wnd Chittagong

The majonty of Mats currently svailsble wn Dhaka s Chittagong belong 1o the 1,500 to 3,000
st foet renge Sales of this category of (nt have slowed down over the last two years Kecont
investigations show thet therr 1= sygmuficant demand for smaller e flats

Experts feel that o wanety of factors inchading cooncemic considerstions, smaller famly wee and
meTeased Lt s on are compelling people 1o seek smailer, more functional flets Kesdental
units coubd be commtructed for & wider sechan of the pomilaton of the long lam koens needed 10
fumnce them were readily cbtmmasble Thus market 1 lagely untapped, sred once matrutioral
firuts are made sva lahle the mmor developers we liely W oo they sctvites on thes category
of st An srchitect hased m Canada i m the process of putting topether & housing scheme W be
mmpemerded m Bangiadesh which wall feature flas sized hetween 620 10 1 000 wquare foet




Soowlogeal studies show thal cultire = an mportant determnant i the decIsion 10 BCQUETTe 3
home In Banglsdeshs culture soquirmg & hame brings 1o the famly the dual benefits of prestage
and secunty Accorndingly, Dengledeshrs stiach greal oporiswe W home owmershup  The
comspaey il be sbie 1o copetalise on ths “cultural seed” by pronding compettrvely -prsced losm
o m other words, the masrs of fulfillng thar meed

73  The Government's Future Role in Housing

The gowernment s likely to take urgert steps m the near future 1o set up satellite towns i the
outskints of major cities 1n onder to accommodste the grownng when population. The need for
additional houning. particularly m the ciies, remmns one of the nggest problems facing the
goverrment. 1L is a problem which the public secton cun do the least sbout due o severe resource
in the past have not given high priority 10 addresming the housing problem. Likewnse, privete
watitutions have thied awsmy from wwesting n this wes A mee % of the housing anits
comatructed m Pargisdesh s finaneed by the public sector while the remmnder 1 finsnced
through personal sevings and ather mforme! sceroes.

The govermment n recent years has spresrod determmed o change the stalas quo

The Fowth Five Yewr Plan (1990-5) mdicates thet the ok of mobihnng resources for
deveiopment wiil be shafied from the governmenn W the private sector To achacve thes the povaie
sector will be provided wuh mcressad sooess o land, mirstructure, servioes and aredit

The National Housing Policy 1993 and the ADB'S Housmg Sector Institutional Strengthening

Progect  strongly sdvocate the estublsshment of new prveie sector house {mencing msistutons
whether they be mongege hanks or housebulding socuetses.

The Nutsooal Houstng Policy 1993 seta oul the following smongst da cbyectives

Motuline resources for howsing by developang sustable financial instiubon

Develop an metmutional and & legal framework 10 fecliete the openition of
houning finance companses

Develop new strgtegies and undenaks revision of te policy from tme w wme o
cope with the emengng hinmmg needs i the country

Dievelop & property wx base io promote housing,

- Provide fiscal tnoentives 1o promote prrvale sector and ndividunl mvestment
housing



(harme! midhtnrml furds for househuilding sctrvities from bouseholds mnd
eI AR

The ADIB report which was commisnioned by the Government of Bangladesh recommends thar
govemment pobices  be demgned 1o faciitste provele sector umilistive i houming and housing
fimance  Kecert policy chunges indicate that Bus recommendation hes mee with governmess

74 Government Support Required

It emn be concluded from the foregoing sections that the government's chosen role fior the future
o be u catalyst for privete soctor mvestment i housing finance

In visw of the genenlly supporuve smnce of the govenment the company might try 1o obtem

Epexiin mastarae i the Tolbowmg manner
(a)  Sock clasmficst:on s an Inchotnal Dindertakang under the Foresgn Investmens
(Promoton and Protecoon) Act 15980

®)  Apply for s e hobdey
()  Apply for payment of corporste tax spphicsble for industruad undertakings

()  Seek the pernussion of Bangladesh Bank o take mstitutional deposits

7%  Legal & Tax Implications

The present begal system in Bangladesh does not allow for the expedibom enforcement of
mortgnge endery’ nghts. Accordingly. the company will need to rely for the most part on prudent
lending polcass m ofder 1o profect = own mtsresds

Fowever, s the comparry wall be regrdered @s 5 non hankong fimencaal metstuton under the Non
Ranking Financaal Insttutions At 1993 # would be ehbile 10 recerve the protection of the
Astha Rin Adslst (Loan Court) in respect of loan defaulters The financal progections for the
company have been prepared sssuming that it will be & e paying unit I as the lemung

4



comparnes m the counsry have bomn shie 0 do, # obtams cesuficetion s sn mndusinal
undertaking ft woald recerve o mx holidey of o lesst fror yours under aavond e rules

746  The Competition

e of the key factors govermng the success of sy housing finance company 1 the rute of loan
recovery  Poor recovery rates coupled with 3 musmatch between the cost of funds and on-lending
rates led to the financial arises sl the government-owned House Building Finance Corporation
("HEFC®). The corporation has recently been revived with a fresh mnfusion of public funds. 1t
curvently helping to comstruct shour 2,000 to 3,000 dwelling umita per yeur However, processing
time remains slow with the number of pending loan applications reportedly being sround 3,000

The National Housing Policy 1997 indicates that the HEFC will not be permitted to rely on
governmeri-subndized finds indefnstely  The HEFC will consequently have 1o lock to the
merketplace o s funding requaemenis This would force o to brung s lending mites 1 Line
with commercaal mirmest rales The latier. coupled with s poor recoed of serve W consume s,
will tend to enmure that the HEFC poses Hitle thaeat to privale housing finance companies.

The sponsors should e 1o conmdenion that other privete consortiums may be carmently
planning 10 set up wrmder mstsutons. This = en mmportant nai factor becsuse the company i3
likely 1o have to contend with other houming finance companscs with sccess 10 low.interest
bestng or “froe” inder-compuey funds winch they would able o jend out ® lower mtes of
inderest than the company The mam competition therefore, will come from orgerisiions thal
wre able 10 pnce thew loans *chesper”

In additson, large corporunions which already provide in-house lending achemes 1o sts amployees
would probably be reluctant 1o change the status quo i the pecuniary interests of a commescaal
orgni st unless subwtantial svings n overheads e schieved by doing so

As thew 1 & wrong likslihood of the emergenoe of multple playen in the housing fimance
mdumtry i the neer fiture the compary wnll need 1o fortily s market posubon by ensanng tha
(1) o s scoess W low cost funds, (1) i = able to offer those funds 1o the ultimste conmmer &

compet:tive rates of rgered, (i) it has an efficsens Joan monitonng and recovery vystem and (i)
standards of customer service we alweys meuntamed snd smproved upon.

13



80 SUMMARY OF FINANCIAL PROJECTIONS & ASSUMPTIONS

L 8

Financial Projections

The following 1 & summery of the detmled Gruncaal prosecthons  pronded in the ERL study

dated August, 1995

(TearsTk in millsona) |
Profit & Loas -

Cperatig Incone
‘peruimg bt
Opemting Profit (Lows) 0 8
Hon-opashng nooms 06
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Francal aralys:s of the sbove projections shows an affer tax finencial ntermal re of ream of
165 and sn indermal e of retum on eguety of 14 02% whech compare fvourshly with the
performance reconds of lending mbtuters of ymler wer o the company

8.1  Assumptions

The sssumptions mede i curying ol the firencnl projectaons end analyss are covered m grest
detmil in the ERL study of August, 1905 The major ssmumplions are sumsansed below -

(m) Average Loan Sum | Tk 500000  {(hugh Tk 800,000, low Tk 200,000)
)  Average Loan Maturity - 14 years  ( hagh 20 years, low ¥ yesrs)
Lown itorest = 16% per annum

g

@  Avemge Cost of Funds * 11% per snmm upto year 5, 12 55% per snnum thereafter
Losn Dstursemers 0% of spprovals made during the yer, 3% o the lollowmg yemr
| ran Repayments  In moathly mstalments of proncrpal and interes
instiad Pl up Capeial T 100 multhon

=
2

Delt 1o ecpaity ritso = 15 1

2 B8 E 8

Debenture lssue  Starts off m the 4th yess with an matinl offersng of T ED mulhon
ta reach o cummilative total of Tk 1,860 million in the 10th your

Rughts [ssue - Tk 100 mulhion m the Sth year of operalions
Deprecistion & smortisstion - strwight line @ 20% per snmum
Tassbion @ 45%

Troubtful Tt Provisson 0 $%4 of svergr losns cutstancing
Drwadends  jaid from s 4t your of oporstions and beyond

Inflation B not taken o accournt senoc ey sugralioent I8¢ o COMpWM’s cosla
expocted to be masnd on W the astoaner

£ § 288

=
2

T



20 SENSITIVITY ANALYSIS

In ceder & peage how the compasry would fare under vanow conditions e separste sermatraty
ammlyses morsporating the followmg “what o seorrses were camed ot

(A} Interest on loans are charged at 15% mther than | 6%
(H)  Cost of funds incresse by 1%

() Avernge loan sime is Tk 600,000 instend of T 500,000
(L) The company = granted & 5-yoar tax holiday

The results under scenarios (Al (B) and (C), which are adverse, indicate thet the company's
profustuity would o go down sggulicantly i such situstions sod U the propect wouded remmen
vishle Allermatively, s 5 vesr i holudey us i () wosld promme s hygher than sverage sarmang
performance by the company | As mentioned m 4 4 the additiona] sermstivity iy festurmg s
larger maff strength and office we provided in 3 separste publication labellod ADDITIONAL
SENSITIVITY ANALYIS)

100 CONCLUSION

The success of the company will hings 1o 8 lsrge ectent upon s ability to mise long term finds
and offer those funds to s customers &t competitrve rates. It i3 HRL'w wiew that the company will
uchucve tus goul with lictle dilficulty — barning any exusordisry husdrunces. The financial and
senuitivity mnalyses cnmad out indicate that the company would not only be shle o weather »
vanety of sdverse scenmnos but also mertam ity proftabnbiry

There 1 » growing need for sffordeble hoong for people representing the maddle end upper
maddle income groups in Bangladesh Faced with severe resource comtrunts the government o
keen %0 de-cmphasise sty role a8 prowder of housing for those goups In recent policy
viatements o has repestedly encouraged the sefing @ of housing finence nstitubions b the
PrIVEz sector = the country  To thal end, the goverrement has commmtied [0 cresie an erabling
erwwronmens for local and foregn parties wishang 1o mvest i the ares of housing finance

In the context of i3 re-cxsmnation of the project's nsinlity, ERL views the prospects of
reaping substantial gaine from setting up the company s hemer now than when the ides was
organally concerved



