CUSTOMER NOTICE  No. - 1
(Date of Publication on the Website: 28.01.2008)

Revision in EMIs due to Changes in Rate of interest
Important Communication for Information of Customers

For the purpose of application of rate of interest on Individual Housing Loans, we have got two types of Interest rates application system, viz. Floating Rate of Interest Option and Fixed Rate of Interest Option. At the time of sanctioning of loan the borrowers may chose either of the two options for the purpose of application of interest on their loan account. 

Under the floating rate of Interest system, the interest rates are linked to our benchmark rate (called as PNBHFR). The benchmark rates are reviewed generally on quarterly basis and the same are kept unchanged or revised upward or downward depending on the then prevailing scenario. The applicable rate of interest on the concerned housing loans sanctioned with the option of floating rate of interest is accordingly increased or decreased depending on the upward or downward revision in PNBHFR. The said increase (or decrease) in PNBHFR effects the applicable rate of interest from the date of revision in the PNBHFR. 

The Fixed rate of Interest option, do have a reset clause and the same are reset on expiry of the said period. During the intervening period, these rates are not revised irrespective of any upward (or downward) revision in PNBHFR. Meaning thereby, the interest in the concerned accounts shall continue to be applied on the agreed Fixed Rate of Interest till reset clause comes into play. 

During recent past PNBHFR has been revised on several occasions thus warranting suitable modification in application of rate of interest. For the purpose of convenience of the customers/ field functionaries, the movement of PNBHFR since Jan’04 has been as under:
	PNBHFR Movement

	Effective Date
	PNBHFR

	01/01/2004
	9.75%

	01/10/2004
	9.25%

	01/04/2005
	9.35%

	01/07/2005
	9.50%

	01/03/2006
	9.75%

	01/06/2006
	10.00%

	01/07/2006
	10.50%

	01/01/2007
	10.75%

	01/04/2007
	11.50%

	01/05/2007
	12.50%

	22/07/2008
	13.00%

	01/08/2008
	13.75%

	01/01/2009
	13.00%

	01/05/2009
	12.75%


Example: From the above, it follows, that a housing loan sanctioned on floating interest rate option on 01.01.2007 @ 9.25% (i.e. 1.50% below the then PNBHFR of 10.75%) will now attract interest @ 11.00% (i.e. 1.50% below the present applicable PNBHFR of 12.50%).  Similarly, the loans sanctioned more than three (3) years back might have witnessed increase in applicable rate of interest.

In the recent past, due to prevailing economic scenario, the interest rates of most of the banks/ financial institutions have been revised upwardly. Any upward revision in interest rates has corresponding effect on increase in EMI. 

In order to streamline the accounts, we had sent communication to respective borrowers, inter alia, mentioning that due to rising interest rate scenario in the financial sector during the past quarters, applicable rate of interest has steadily increased.  At the present rate of interest, the outstanding loan amount can only be recovered in longer duration instead of the residual period of the original contract.  Accordingly, the repayment schedule may stretch beyond originally contracted period.

You will appreciate that the company (PNBHFL), as well as the borrowers cannot afford such a longer repayment period especially in view the uncertainties in the income level at higher age. Under the circumstances they may choose to exercise any of the following options:

1. Pre-pay a lump sum amount and continue with the same / revised EMI.

2. Increase the EMI so that the remaining loan amount may be repaid within the originally contracted period. 

3. Increase the repayment period with the existing EMI provided the loan is repaid within the age of superannuation.

4. Re-adjust both EMI and the repayment schedule within the age of superannuation.

We welcome you to take a decision in the matter as per your convenience and contact your PNBHFL branch immediately. 
To facilitate, a Revised EMI Calculator is also attached to our website.

