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Abstract
As part of Infrastructure and Housing Finance Department’s business plan for the year 2008-09, the department will present a strategy paper on ‘Strategic Goals for the Development of Housing Finance’.
The objective of this paper is to develop a strategy and in doing so we set out first by establishing 5 broad goals and then identifying 12 sub-goals required to achieve an enabling and sustainable environment for housing finance system in Pakistan. This paper is proposed to set out a strategy for five years, i.e 2010 to 2015. 
An outline of the strategy paper is presented here. It is proposed that the study will be conducted by first assessing the existing framework and the state of housing finance by commercial banks and DFIs in Pakistan. This assessment will involve the use of both quantitative and qualitative analysis. These qualitative and quantitative analyses will then be used to construct indexes/figure. These indexes will be compared to international indexes/figures, where available and applicable, with an eventual purpose to set quantitative targets/goals to be achieved by 2015.  
Moreover, in order to construct a meaningful strategy, it will be imperative to collect data from banks, DFIs and other relevant agencies.  
The following section attempts to identify major goals and lists sub-goals that will lead to fulfillment of these major goals. Lastly, a list of parameters (both quantitative and qualitative) is identified for each sub-goal.  
	Creating an Enabling and Sustainable Environment for Housing Finance System



	MAJOR GOALS

	
Improve Housing Finance Regime

	
Establish Long-Term Funding Mechanism
	
Enhancing Outreach 
	
Continue Capacity Building Initiatives
	
Conducive Macro-economic Environment

	Sub-Goals
	Sub-Goals
	Sub-Goals
	Sub-Goals
	Sub-Goals

	Sufficiency of Prudential Regulations


	Creation of Secondary Mortgage Market
	Encourage banks to cater to a wider geographical and income groups
	Developing human capital in mortgage business
	Lower Interest Rates

	Assess Risk Management of Banks
	Utilization of long-term investors (pension funds, insurance etc)
	Encouraging competition  
	
	Interest Rate Spreads

	Foreclosure Laws
	
	Launching Innovative Solutions for Product Delivery
	
	

	Restrictions that control credit rationing of mortgage lending
	
	
	
	

	Financial Development
	
	
	
	

	ESTABLISHING GOALS - PARAMETERS

	Improve Housing Finance Regime

	

	Prudential Regulations

	
3 sources;

Source No. 1. Housing Policy Matter (2000)
	
    Possible questions include

	1
	Existence of maximum LTVs and LTIs

	2
	Asses appraisal requirements 
	

	3
	Asset valuation
	

	
	
	

	Source No. 2. IMF Working paper. Use of Basel Committee on banking Supervision (1999) 

	A grading scale given to asses and construct an index on Prudential Regulations, Supervision  & Depositors’ Safety. 

	
	
	

	Source  No.3. The Financial Development Report/ WB document titled “Bank Regulation & Supervision

	
	              Full range of comparisons available for June 2008.  

	
	

	Foreclosure Laws

	
2 sources

Source No. 1. Housing Policy Matter (2000)
   Possible questions include

	1
	Is there a law and procedure for foreclosures?
	

	2
	How long (months) does it take to possession successfully?
	

	
	
	

	Source No 3. The Financial Development Report/ WB document titled “Bank Regulation & Supervision

	         Full range of comparisons available for June 2008.  

	
	
	

	Financial Development

	
2 Sources
	
Source no. 1. Housing Policy Matter (2000)
Possible questions include

	1
	Presence of institutions that provide housing finance (e.g, commercial banks, building societies, savings and loan associations, credit unions etc)

	2
	Existence of institutions that supply credit to mortgage finance institutions (Insurance companies, pension funds development finance institutions, mutual funds, unit trusts etc)

	3
	Presence of institutions that facilitate the development of housing finance (private mortgage insurance companies, rediscounting facilities, etc)


	Source No. 3. The Financial Development Report/ WB document titled “Bank Regulation & Supervision

	          Full range of comparisons available for June 2008.  


	Encourage banks to cater to a wider geographical and income groups

	
1 source


	Source No. 3. The Financial Development Report/ WB document titled “Bank Regulation & Supervision

		      Full range of comparisons available for June 2008.

Example: No. of branches (Rural /Urban or Consumer finance/Housing Finance)


	Encouraging competition  

	
2 source


	Source No. 3. The Financial Development Report/ WB document titled “Bank Regulation & Supervision

		Full range of comparisons available for June 2008.

Example:  Entry restriction for banks
Source No. 4. Herfindhal Index
                 

	
	
	

	Assess Risk Management of Banks

	Possible questions include

	1
	Do banks, DFIs have a real estate monitoring team in place?

	2
	Liquidity risk management

	3
	Asset valuation

	4
	Underwriting standards

	
	

	Quantification of Goal

	Will be a qualitative assessment

	
	

	Relevant Agencies

	1
	Commercial Banks, DFIs

	
	

	Restrictions that control credit rationing of mortgage lending

	Possible questions include

	1
	Any restriction on lending for land purchase, for rental homes, for rental subdivisions or for houses on land leased for long-term?

	2
	Any restrictions on lending based on gender?

	3
	Any restrictions requiring banks to lend for housing or fixing ceilings on deposits & mortgage rates or on term-to-maturity the number of years allowed for repayment of loans

	
	

	Quantification of Goal

	Construction of a Lending Restrictions Index

	
	

	Relevant Agencies

	1
	Commercial Banks, DFIs

	2
	SBP


	Establish Long-term Funding Mechanism

	In addition to stimulating and developing housing finance, it is imperative that policy steps be taken to ensure sustainability of imitative in the long run.
 

	Creation of Secondary Mortgage Market

	An initiative to establish a Mortgage Refinance Company has been taken by SBP 

	
	
	

	Quantification of Goal

	1
	A timeline can be drawn for the modalities or steps to be taken by SBP

	2
	The study could also include the required growth in size of the MRC in the long-run (a projected path of growth)

	
	

	Relevant Agencies

	1
	Commercial Banks, DFIs

	2
	IFC

	3
	Ministry of Finance

	4
	SBP


	Utilization of long-term investors

	Possible innovations can be identified to circumvent the issue of funding

	
	
	

	Quantification of Goal

	Qualitative assessment

	
	
	

	Relevant Agencies

	
	
	

	
	
	

	Enhancing Outreach

	Wider Geographical Area

	Possible question include 

	1
	Average population per bank branch
	

	2
	Distribution of branches in urban and rural areas
	

	3
	Definitions of ‘positive’ and ‘negative’ areas 
	

	4
	An analysis of ‘positive’ and ‘negative’ areas
	

	
	
	

	Quantification of Goal

	1
	A target no. of branches dealing in housing finance can be established

	2
	A targeted ratio of positive to negative areas can also be set

	
	


	Relevant Agencies

	1
	Commercial Banks, DFIs

	2
	SBP

	Encouraging Competition

	Quantification of Goal

	Herfindhal Index

	
	
	

	Relevant Agencies

	1
	Commercial Banks, DFIs
	

	2
	SBP

	

	Continue Capacity Building Initiatives

	Developing Human Capital in Mortgage business

	Quantification of Goal

	1
	A target no. of professionals in the mortgage industry be trained in mortgage finance.

	
	

	Relevant Agencies

	1
	Commercial Banks, DFIs

	2
	SBP


	Conducive Macro-economic Environment

	Interest Rates & Interest rate spreads

	Quantification of Goal

	1
	Although an uncontrollable variable, an ideal interest rate required for the mortgage industry to grow can be mentioned.

	
	

	Relevant Agencies

	1
	SBP




1

