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FUND MANAGER

TARGET FUND SIZE
` 2,500 Crore

Mr. Balaji Raghavan

FUND TERM
5 years from the date of final closing
and with possible extension of 1+1
year

INITIAL CONTRIBUTION

DRAWDOWN TENURE

25% of the Commitment Amount

Up to 24 months from the close of
first drawdown

With the Government of India (GOI) floating the dream of providing ‘a roof over every head by 2022’, affordable
housing has become an exciting theme in real estate with prominent developers vying for a slice of this market.
Since 2014-15, every annual budget of this government has included schemes and financial support for this
segment, in a bid to stimulate the demand and supply in this space. All of this has also made affordable housing a
favourite theme amongst investors who have been scouting for investment opportunities in line with the focus
areas of North Block.
In a timely bid to tap the growing segment, IIFL Asset Management has launched a debt alternative investment
fund (AIF), IIFL India Housing Fund, whose focus is to lend to developers in the affordable housing space. IIFL Asset
Management is part of the 22-year old IIFL (India Infoline) financial conglomerate, whose business lines include
broking, private wealth management, investment banking, and insurance, among others. Bearing the tagline,
“Affordable Housing: Win-Win for Investors,Developers & Home Buyers”, the fund comes as a gateway to help
savvy investors directly access projects in this segment.
IIFL India Housing Fund is open for investors and is being managed by Balaji Raghavan, the CIO of Real Estate
Investments at the fund house. Raghavan brings with him more than 20 years of experience in the fields of real
estate finance and banking and has been leading this group at IIFL since 2010. As we write this note he is managing
~40 top developer relationships spread across the length and breadth of the country. Raghavan’s team, on an
average, has more than 15 years of relevant experience and is credited with deploying more than INR 6000 crore in
the last 6 to 7 years in the real estate sector.
For this fund, we had a detailed chat with Saurabh Gupta, Vice President, Real Estate, who has also been with the
group since 2010. Over the last 7 years, Gupta has been involved with more than 30 real estate transactions
valuing more than USD 200 million, with exits of ~ USD 100 million. He has recently been recognised as one of the
top 40 Under 40 Alternative Investments Professionals in India by Association of International Wealth
Management of India (AIWMI). Understanding that this sector was completely new for us as well as our investors,
Gupta held forth patiently to explain its nuances, and summed up the fund in one line for our investors:
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Saurabh Speaks
“IIFL India Housing Fund is a diversified, secured, high yielding debt portfolio
consisting of 15 to 20 projects spread across 10 to 12 top Tier I and Tier II cities
managed by a team of professional Fund Managers who are veterans in the Real
Estate Space”.

What is Affordable Housing?
According to the Report of the High Level Task Force on Affordable Housing for All (December 2008), In
general terms, affordable housing is reckoned in terms of (i) multiples of household income, (ii)size of the
tenement, and (iii) in case of rented accommodation, in terms of a percentage of household income. There
are other definitions as well. The definition of “adequate shelter” in the Habitat Agenda alludes to the
multiple and complex characteristics of minimum standards in an urban setting: “Adequate Shelter means
more than a roof over one’s head: It also means adequate privacy; adequate space; physical accessibility;
adequate security; adequate lighting; heating and ventilation; adequate basic infrastructure;-all of which
should be available at affordable cost”.
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What is IIFL Housing Fund?
IIFL India Housing Fund is a SEBI registered category II AIF, which will lend to 15 to 20 affordable housing projects
within Tier I and Tier II cities.

Project Selection

20%
Distressed
Investments*

80%
Affordable Housing Schemes such as
PMAY-CLSS,80 IBA and Mid Income
Housing*

* Mid-Income Housing refers to the affordable category, wherein houses which were available at more than INR 1
crore is now available in the range of INR 60 Lakh-INR 70 Lakh.
* Distressed Investments refers to the situation wherein the existing developer brings in a large developer to finish
the project in case mid-market projects are stuck. The larger developer could be an existing client of IIFL.
Developers with prior experience in the housing segment and with good execution track record are selected. All
the cities chosen are centres of urban migration with high growth rates and developed physical and social
infrastructure. The Fund gives a diversified PAN-India exposure to investors, secured by underlying project
mortgages.
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Focus Cities of the Fund

The average unit sizes are in the range of 300 to 1200 sq feet and the deal is to complete the project in 4 to 5
years. Being in the real estate sector is a significant risk and the fund protects itself by securing the underlying
assets and corporate or personal guarantees of promoters. The team managing this fund is also on the SPV and
monitors the project on a regular basis ensuring the financial closure of the project.
Returns generated from the lending activity are distributed to investors on a periodic basis.

Why do we like IIFL India Housing Fund?
At iFAST, we have always held the view that we like funds with focus themes in sync with North Block. Improving
accountability in the real estate sector has emerged as a priority for the centre and we believe that reforms like
RERA and GST are steps in the right direction to bring about more transparency and open up more funding options
for developers, who are no longer restricted to the vagaries of the banking system.
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In tune with its undertaking to deliver universal affordable housing for all by 2022, the Government is working hard
to institute measures to stimulate supply, while Mint Street is supporting the drive to stimulate demand in this
space with measures like giving priority lending status to affordable housing loans, allowing banks to issue long
term bonds to finance affordable housing loans and exempting the same from adjusted net bank credit, making
home loans cheaper by reducing the provisioning norms, etc.
Buying a house is a distant dream for most Indians with real estate prices racing higher without much qualification
or fundamental support. We are of the view that if policy makers are working selflessly towards bringing about
some leveling of the prices of our dream homes, it is a good indication that the ‘affordable housing segment’ is
ready to take-off.
The Indian mutual fund industry does not have too many schemes focusing on this theme and hence this AIF
should be able to fill up a void in investor portfolios where an allocation of 5% to 10% into real estate has been
recommended. The fund is a diversified debt AIF but is definitely not free from risks like the possibility of the
sector going into a downward trajectory, as well as credit defaults in a few projects that may be a part of this
scheme;these factors will exert stress on the overall returns generated. However, sustained systemic support and
IIFL Asset Management’s expertise in this sector gives us the confidence to give a thumbs up to IIFL India Housing
Fund. This fund is strictly recommended only to our aggressive investors who can absorb the risk and have the
patience to endure the stresses of investing into a sector that may go through different cycles, but will finally
reward them over a time period of 5 to 7 years.

Disclaimer
iFAST and/or its content and research team's licensed representatives may own or have positions in the mutual funds of any of the Asset Management
Company mentioned or referred to in the article, and may from time to time add or dispose of, or be materially interested in any such. This article is not
to be construed as an offer or solicitation for the subscription, purchase or sale of any mutual fund. No investment decision should be taken without first
viewing a mutual fund's scheme information document including statement of additional information. Any advice herein is made on a general basis and
does not take into account the specific investment objectives of the specific person or group of persons. Investors should seek for professional
investment, tax, and legal advice before making an investment or any other decision. Past performance and any forecast is not necessarily indicative of
the future or likely performance of the mutual fund. The value of mutual funds and the income from them may fall as well as rise. Opinions expressed
herein are subject to change without notice. Please read our disclaimer on the website.
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