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ABSTRACT:-House is centre and domestic device for mankind's moral and substance development ever since the dawn of 

civilization. Housing is one of the most important that we human beings need. Adequate housing is essential for human survival 

with dignity. There are many things that we would find difficult, if not impossible to do without good-quality housing. Housing 

shortage is an universal phenomenon. It is more acute in developing countries. The housing scenario has become more critical in 

India in recent years. India has initiated so many housing reform that has taken many forms and manifestations characterized by 

the reduction in social allocation, cutbacks in public funding and promotion of a real estate culture in close partnership between 

the state and private actors. Mortgage financing markets can play an important role in stimulating affordable housing markets and 

improving housing quality in many countries. Unfortunately, these are still in infancy in India. This lack of development often 

translates into lower homeownership rates or poor housing quality. Most of these problems stem from the central dilemma that the 

resources are always too limited and housing development heavily depend on the financial institutions such as banks, credit 

corporations and development banks for the supply of finance to meet their daily financial needs. Against this backdrop, this paper 

will assess basic nuances of Indian financing system. 
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I.INTRODUCTION 

              Home is one of the things that everyone 

one wants to own. Home is a dream of every 

person that shows the quantity of efforts, sacrifices 

luxuries and above all gathering funds little by little 

to afford one’s dream. Home is a shelter to person 

where he rests and feels comfortable. The demand 

of home loans has increased dramatically. For 

fulfill this purpose many banks are providing home 

loans whether commercial banks or financial 

institutions to the people who want to have a home. 

Part of the reason for this increase is because the 

accessibility of loans has gotten bigger. Today, 

home loans are available in the market at very low 

interest rates that meet the demands of many home 

buyers. A home represents the largest asset that 

typically people have and this is why home loans 

have such a huge impact in the loan market today. 

When a person purchases a home, he or she will be 

investing a huge amount of cash. Many people 

can’t come up with the whole money to pay out the 

house, while some others can’t even afford to 

invest money for the house they will like to 

purchase. When getting a home loan, the 

individuals should consider taking care of different 

aspects related to the home loan. The origin of 

western type commercial Banking in India dates 

back to the 18th century. The story of banking 

starts from Bank of Hindustan established in 1770 

and it was first bank at Calcutta under European 

management. It was liquidated in 1830-32. In 1786 

General Bank of India was set up. The Bank of 

Calcutta established in 1806 immediately became 

Bank of Bengal. In 1921 these 3 banks merged 

with each other and Imperial Bank of India got 

birth. Imperial Bank of India was later renamed in 

1955 as the State Bank of India. Thus, State Bank 

of India is the oldest Bank of India. After the 

independence, Reserve Bank of India (RBI) was 

nationalized and given wide powers. The 

operations of all the banks in India are controlled 

by the Reserve Bank of India. All the Indian banks 

are governed by the Reserve Bank of India (RBI). 

After 1969, commercial banks are broadly 

classified into nationalized or public sector banks 

and private sector banks. 

           The State Bank of India (S.B.I) and its 

associate banks along with another 21 banks are 

public sector banks. The private sector banks 

include a small number of Indian scheduled banks, 

which have not been nationalized, and branches of 

foreign exchange banks. After 1991, the banking 

scenario has been changed completely. The impact 

of globalization and privatization has affected work 
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culture of both, public sector and private sector 

banks. Further, in India there are two types of 

banks. The Public Sector and Private Sector Banks, 

which can be differentiated on the basis of the 

following points – A public sector bank is one 

where more than fifty percentage of the stake is 

owned by the Government. All nationalized banks 

are public sector banks. There are a total of 27 

public sector banks in India [19 nationalized banks 

+ 6 State bank groups (S.B.I. + 5 associates) + 1 

IDBI bank + 1 recent Bhartiya Mahila Bank]. In a 

private sector banks majority of the stake belong to 

private shareholders. These banks are managed and 

control by private promoters. The old private sector 

banks are those which existed before the 

nationalization in 1969. The new private sector 

banks are those which that got their banking license 

after the liberalization in 1990s. There are 29 

private sector banks in India. 

i. Types of home loan 

There are different types of home loans available in 

the market to cater borrower’s different needs.  

• Home Purchase Loan  

• Home Improvement Loan  

• Home Extension Loan 

 • Home Conversion Loan  

• Home Construction Loan  

• Land Purchase Loan  

• Bridge Loan 

a) Home Purchase Loan: These are the basic 

home loans for the purchase of a new home. These 

loans are given for purchase of a new or already 

built flat/bungalow/row-house.  

b) Home Improvement Loan: These loans are 

given for implementing repair works and 

renovations in a home that has already been 

purchased by the customer. It may be requested for 

external works like structural repairs, 

waterproofing or internal works like tiling and 

flooring, plumbing, electrical work, painting, etc.  

c) Home Construction Loan: These loans are 

available for the construction of a new home. The 

documents required by the banks or bank for 

granting customer a home construction loans are 

slightly different from the home purchase loans. 

Depending upon the fact that when customer 

bought the land, the lending party would or would 

not include the land cost as a component, to value 

the total cost of the property.  

d) Home Extension Loan: Home Extension Loans 

are given for expanding or extending an existing 

home. For example addition of an extra room, etc. 

For this kind of loan, customer needs to have 

requisite approvals from the relevant municipal 

corporation. 

e) Home Conversion Loan: It is that loan wherein 

the borrower has already taken a home loan to 

finance his current home, but now wants to move 

to another home. The Conversion Home Loan 

helps the borrower to transfer the existing loan to 

the new home which requires extra funds, so the 

new loan pays the previous loan and fulfills the 

money required for new home.  

f) Land Purchase Loan: Land Purchase Loans are 

available for purchase of land for both home 

construction or investment purposes. Therefore, 

customer can be granted this loan even if customer 

is not planning to construct any building on it in the 

near future. However, customer has to complete 

construction within tenure of three years on the 

same land. 

 g) Bridge Loan: Bridge Loans are designed for 

people who wish to sell the existing home and 

purchase another. The bridge loan helps finance the 

new home, until a buyer is found for the old home.  

h) Top up loans: Enchasing the investment in a 

house without having to dispose it off to fund 

various needs related to Higher Education, 

Purchase of Furniture and Business Requirements. 

The maximum term of the loan is 10 years. Top up 

loans can give after 1 to 2 years of the final 

disbursement of the existing loan or upon 

possession/completion of the existing financed 

property. 

II.LITERATURE REVIEW 

Several studies have been done by various 

researchers in the context of home loans. The 

details of reviews are below:  
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Berstain David (2009) examined in his study taken 

from 2001 to 2008 that in this period there is 

increasing use of home loans as compared to 

private mortgage insurance (PMI). Vandell, Kerry 

D (2008) analyses the sharp rise and then suddenly 

drop down home prices from the period 1998- 

2008. Changes in prices are for the reasons as such 

economic fundamentals, the problem was not 

subprime lending per se, but the dramatic 

reductions and subsequent increases in interest 

rates during the early- mid-2000 , the housing loan 

boom was concentrated in those markets with 

significant supply-side restrictions, which tend to 

be more price-volatile. The problem was not in the 

excess supply of credit in aggregate, or the increase 

in subprime per se, but rather in the increased or 

reduced presence of certain other mortgage 

products. La courr, Micheal (2007) analyses in his 

study, the factors that affect the increase in the 

level of Annual percentage rates (APR) spread 

reporting during 2005 over 2004.The three main 

factors are (1) changes in lender business practices; 

(2) changes in the risk profile of borrowers; and (3) 

changes in the yield curve environment. The result 

shows that after controlling the mix of loan types, 

credit risk factors, and the yield curve, there was no 

statistically significant increase in the reportable 

volume for loans originated directly by lenders 

during 2005. La cour Micheal (2006) examined the 

home purchase mortgage product preferences of 

LMI households. Objectives of his study were to 

analysis the factors that determined their choice of 

mortgage product. The role pricing and product 

substitution play in this segment of the market and 

to verify whether results vary when loans are 

originated through mortgage brokers. In this case 

regression analysis has been used and results have 

shown that high interest risk reduces loan value. 

Dr. Rangarajan C. (2001) said that the financial 

system of India built a vast network of financial 

institutions and markets over times and the sector is 

dominated by banking sector which accounts for 

about two-third of the assets of organized financial 

sector. DePaul Singh (2001) in his study entitled 

consumer Behavior and Bank Retail products an 

Analysis “Stresses that the borrowers attitude is an 

important factor for the improvement of housing 

loan schemes. R.R.Krishna and V.S.Krishna 

Mouthy (1999) stress in their article entitled “Trend 

and policy Issues of Housing finance in India”, that 

simplified procedures and speedy sanction of 

housing loans will give a boost to the constructing 

houses. 

 

III.RESEARCH METHODOLOGY 

Scope of the study The study was limited to the 

customers of private and public sector banks across 

Nagpur district. The number of customers 

interviewed where 200. Objectives of the study 

Main objectives of the present study are:  

1. To evaluate & compare the Home Loan schemes 

of SBI, BOI, HDFC and ICICI.  

2. To know about the customer’s response 

regarding the home loans.  

3. To study the satisfaction level of customers 

while dealing with the banks.  

4. To study the problems faced by customers in 

obtaining the home loans.  

Hypothesis 

Hypothesis that are tested in this study are: 

1. There is significant difference between public 

sector bank and private sector bank with regards to 

politeness of bank employees.  

2. There is significant difference between public 

sector bank and private sector bank with regards to 

promptness of bank employees.  

3. There is significant difference between public 

sector bank and private sector bank with regards to 

overall satisfaction of customers.  

4. As compared to Public Sector Bank we may 

found that getting home loan is easy in Private 

Sector Bank because they doesn’t require large 

formalities to be fulfilled. 

Collection of data  

For the study we have collected both primary data 

as well as secondary data. The primary data has 

been collected through the responses of the 

customers through structured questionnaires to 

check the satisfaction level of customers about the 

home loan schemes and their providers. In 

secondary data, the annual reports of RBI, 
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IV.CONCLUSION 

The waiver of pre-payment penalty charges has 

increased rivalry among banks and housing finance 

companies, which the regulator fears will lead to a 

dilution in underwriting and appraisal standards. 

The housing finance market is expected to grow 

35% and reach a size of Rs.2.05- 2.1 trillion by the 

end of the current fiscal, with banks having nearly 

a two-third share and housing finance companies 

the rest. To be sure, the central bank has always 

kept a close eye on real estate borrowing. In recent 

years, the Reserve Bank has introduced stricter 

provisioning norms as well as guidelines for banks 

to follow while approving loans. It has asked banks 

to adhere to prescribed loan-to-value ratios and 

ensure proper documentation of loans. Aggressive 

practices, such as the waiving of processing fees by 

big banks could be harmful for the industry. The 

Indian housing finance market cannot be looked at 

independently of the government’s role in the 

overall financial sector, which is nowadays 

characterized by a process of liberalization. 

However, the Indian government has tried, and is 

still trying, albeit to a lesser extent, to stimulate 

economic development by controlling interest rates 

and directing credit to priority sectors. 

Furthermore, private sector housing finance has 

been developed since 1977 and the creation of the 

National Housing Bank had helped the sector to 

develop further. In addition to specific guidelines 

and directions of HFCs, lending regulations, 

refinance facilities and the Home Loan Account 

scheme were set up with the particular intention of 

serving the small man. However, the intentions 

conflict with reality. The poor still face problems of 

accessibility, affordability and suitability of formal 

housing finance through HFCs. HFCs tend mainly 

to serve households with incomes above medium 

level, because the lending criteria (long-term credit, 

large loan size and tight methods of repayment) 

most closely fit the life-style of this income group. 

Government control of the Indian housing finance 

market limits its further development. Financial 

subsidies, such as on interest rates and tax 

exemptions, generally benefit the better off. It 

would be wise to stop giving subsidies such as tax 

concessions and subsidies on interest rates, which 

are a burden on the financial system and the tax 

payers. An important lesson from the case 

described, which is probably beyond the Indian 

context, is that a credit mechanism which fits an 

incremental way of building should be developed 

instead of trying to fit the poor into the existing 

housing finance jacket. Such credit should be 

characterized by short- or medium-term credit, 

relatively small amounts and flexible repayment 

methods. In other words, an enabling strategy for 

the poor has more potential than encouraging the 

private sector to serve the small man. Reform of 

the housing finance schemes for middle- and low-

income households should take place 

simultaneously. If emphasis is put on the 

development of housing finance schemes for the 

poor and schemes for the middle-income 

households are neglected, middle-class groups will 

probably appropriate the schemes meant for the 

poor. Instead of interest subsidies on housing loans 

for the poor, one-time grants for households may 

be a better way to help them. 
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