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Globalview

Theright to adequatehousing,inscribedwithin the UnitedbŀǘƛƻƴǎΩDeclarationof HumanRights,is recognisedasabsolute,similar to the right to
health or education. Globally,an expected1.6 billion people,or 1/3 of the globalurbanpopulation,will be living in substandardhousingor will be
financiallystretchedby housingcostsby 2025. Rapidandsustainedurbanpopulationgrowth in Asiais fuelingthe demandfor well-located,adequate
and affordablehousingand the AsiaDevelopmentbankestimatesthat urbanisationin Asiainvolvesadding44 million peopleto the populationin
citieseveryyear. Thisgrowth will requirethe constructionof more than 20,000new dwellingsper day. Thechallengeis immensein Asia,where61%
of theǊŜƎƛƻƴΩǎpopulationisexpectedto be livingin slums.

Housingin India

In India, as with many developingcountries,efforts towards affordablehousingsolutionsare primarily urban-focused. Someestimate that the
ŎƻǳƴǘǊȅΩǎurban populationcould reach900 million by 2050, placingconsiderablepressureson urban resources,infrastructureand housingneeds.
TheŎƻǳƴǘǊȅΩǎhousingshortageisestimatedto be 113millionunits in rural andurbanareas.

Despitethe challengesin cities,poverty remainspredominantlya rural problemand the housingshortagein rural India is grosslyoverlooked. Most
householdsdo not havethe meansto takeout conventionalhousingloansto buildor repair their home. Themainissuespreventinglow-incomerural
householdsfrom accessingconventionalhousingin India includea lack of official land titles; a lack of credit history and incomedocumentation;
unsuitablelengthandsizeof traditionalmortgages; andthe highcostsof collection,administrationanddeliveryof direct loans.

Asa result,only19%of the rural populationlive in PuccaόάǎƻƭƛŘέor permanent)houseswhile the remaining81%live in KutchaόάǊŀǿέύor semi-pucca
structuresmadefully or partiallyfrom mud,bamboo,thatches,etc. 87%of homesin villagesdo not haveaccessto toilet facilitiesandnationwide,the
economicimpactsof inadequatesanitationis estimatedat US$53.4 billion. It isestimatedthat the marketsizefor rural housingfinancewill be US$80
billionby 2022.

CurrentBusinessModel

Recognisingthe lackof inclusivehousingfinancingin rural India,SwarnaPragatiHousingMicrofinance(SPHM)wasestablishedin 2011to specifically
provideincrementalhousingfinanceto rural low incomefamiliesandremainsthe onlyplayerin thisspecificmarket.

Themain featuresof {tIaΩǎbusinessmodel seekto overcomethe restrictionsof conventionalhousingloansby providingincrementalor modular
housingfinancein oneor severalmodules,partneringwith localmicrofinanceinstitutions(MFIs)for both sourcingclientsandcollectionof payments,
usinga paralegalmortgageschemeto establishownershiptenureandcreatingsocialcollateralbasedon a groupapproachto housingfinance.

Thebenefitsof SPHMgo beyondincreasingaccessto housingfinanceand the companyis committed to creatingpositivesocialimpact on issues
includingfinancialinclusion,increasedwater andsanitationandǿƻƳŜƴΩǎempowermentamongstothers.
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SPHMrealizesthe greatpotential to grow andexpandits operationsto reachmore rural communitiesandhasthe visionto reacha target of having
disbursedone million loans in ten years. Howeverin order to reach such scale,SPHMmust rethink its approachto housingmicrofinance. The
proposedbusinessmodelhasbeendevelopedto enablethe rapidscalingof SPHMandfurther its ability to createpositivesocialimpactacrossrural
India.

BusinessProposal

Themodelproposesan integratedsolutionthat will provideenhancedvalueto customerswhile facilitatinggreaterscaleby reducing{tIaΩǎcostof
lending,operationalexpensesanddrivingoverallorganisationalefficiencies. Thefour keypillarsof the proposedmodelinclude:

Å ACommunityHousingLoanPool, whereSPHMwill lendonlyto customersthat arepart of a poolof householdsin the samecommunityor vicinity.

Å A mobile technologyplatform to enhanceoutreachand facilitate the acquisitionof new customers,servicingexistingcustomersand integrating
this with loancollectionsystemsto managepaymentsandthe clientdatabase. Theplatform will alsoprovidevalue-addedoptionalservices,such
aseducationprogrammes,to gainloyaltyandmaximiseretention.

Å Strategicpartnershipswith serviceproviders, particularlyin construction,to provideaccessto materialsandexpertisein rural areasand to lower
cost,andincreasethe speedandscaleof growth. Thebenefitsandsavingsgainedfrom the economiesof scalearereturnedto the borrower.

Å Bundledloanproductswill be availableasadditionalbenefitsto individualhouseholdsin the loanpool to cater to the varyinglifestyleneedsand
prioritiesof SPHMcustomers. Thesewill includeeducationplans,healthplans,insuranceservices,weddingplans,andmore.

Establishinga strongpartnershipwith the governmentto better leverageand influencerural housingfinancepoliciesto further focuswill alsobe
instrumentalto {tIaΩǎability to scaleandsecurelower lendingrates. Theabilityof SPHMto lowercosts,improveoperationalefficiencyandestablish
long term partnershipswith localstakeholderswill keepthe organisationresilientagainstfuture competitorsthat will inevitablyenter the nascent
market following{tIaΩǎsuccess. Thesestrengthsalso makeSPHMa suitablecandidateto support the implementationof the national housing
policy; the companycouldreceivesubsidiesto efficientlyandtransparentlychannelfundstowardsrural housing.

FinancialHighlights

SPHMrepresentsanexcellentopportunity for investors,locallyandinternationally,lookingto createa significantimpacton rural housingfinanceand
socio-economicdevelopmentin India.

SPHMwill financeits loansthrough a combinationof debt and equity. Theinitial equity injection required in the first three yearsto jumpstart its
growth in customeracquisitiontotals US$41 million. Asthe scaleof its loanportfolio grows,the borrowingrate is expectedto decreasefrom 15%to
12%. Thecompanywill haveanReturnon Equityof 24%anda Returnon Assetsof 5%.

ExecutiveSummary(2/2)



5

Introduction& Background


