


there is a pressure on income.” The salaried
class is under tremendous pressure to buy a
house, either from spouse, children or parents.

Suresh Sadagopan, Certified Financial
Planner and Founder of Ladder7 Financial
Advisories, feels real estate pressures on
professionals are very high.

He explains if someone takes a home loan
worth 60 lakh for a one-bedroom flat in south
Mumbai, one will roughly have to pay an EMI
in the range of ¥53,000 to ¥55,000 per month.
“In contrast, one can easily get a three bedroom
apartment at a monthly rent of 340,000 to
%45,000,” he says.

In majority of the cases, a person earning
amonthly salary of X1 lakh stays in a one-
bedroom ‘purchased flat’, with his wife,
children and in some cases parents. “This
means majority don’t stay in an ideal or suitable
home. Instead, they stay in a place they can
barely afford to,” he complains.

The spike in realty prices has forced home
buyers go for housing loans. There are many
players who offer affordable housing loan
schemes at attractive rates. Banks, Non-
Banking Financial Companies (NBFCs), and big
and small Housing Finance Companies (HFCs)
lend to both homebuyers and builders.

Both HFCs and banks have their advantages
and disadvantages. For instance, banks offer
low interest rates but if one’s credit score is
dented or one needs funds on an urgent basis,
then an NBFC could be better suited for that
requirement. Either way, it is best to do one’s
homework and compare quotes.

Shetty says loan sanctioning process is
usually more complex in case of banks than
NBECs that offer relaxed policies to customers
with low credit scores.

“Another factor is the loan to value ratio.

If you consider the cost of stamp duty,
registration, and an assortment of payments
towards brokerage, furnishing, repairs, the
actual cost of acquisition goes up to 105 per
cent to 125 per cent of the value,” Shetty says.

Banks are allowed to fund up to 80 per cent
of a property’s value. The other 25 per cent to
35 per cent would have to be met by the buyer.
Often, these last mile costs weigh heavily on
the final decision.

NBFCs and banks, both, are not allowed
to fund stamp duty and registration costs.
However, NBFCs can include these costs as part

Loan Schemes Available

SBI MaxGain Scheme

m Customer gets a current bank account linked to the
home loan

m Interest only on difference of outstanding loan and
deposit in current account

m Interest rate may be marginally higher

Pre-EMI Interest by Builders Scheme

m Builder pays full or part of the pre-EMI interest during the
moratorium period

m Pre-EMImeans interest to be paid only on the disbursed
loan amount

Cashback Loans

m Standard Chartered offers cashback feature on some of
its loans

m Customers can avail cashback up to 2 per cent based on
their repayment track
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Loan sanctioning
process is more complex
with banks as compared
to finance companies

of market valuation. This allows the customer
to borrow a larger amount as per eligibility,
giving the NBFCs an edge

“The government has done away with
most of the once-popular subvention scheme,
wherein buyers paid only a fraction of the
property cost at the time of purchase,”

Anuj Puri, Chairman, Anarock Property
Consultants, explains.

There are many options available. Under
SBI's Maxgain scheme, Sadagopan says, a home
loan seeker gets a current bank account, linked
to the home loan. If a person has %10 lakh in
the account and has taken 360 lakh home loan,
the rate of interest will be levied only on ¥50
lakh. The interest rate may be higher but it
comes with benefits a “plain vanilla home loan
scheme” does not offer, he adds. m

ashfague@outlookindia.com

www.outlookmoney.com | December 2019 | Outlook Money | 35




