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THE INDIAN REAL ESTATE MARKET
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The Indian rope trick earlier ………
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The Indian rope trick is for real this time around

The Rising 



5

Retail Is Transforming India As Well!
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Demographic Transition – Rise of Consumers

� A younger earning population, brand conscious.

� 20-59 age group is 50%.

� 81% of population below 45 years.

� Maximum growth seen in core market of 20-60 years.

Source : KSA Technopak
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Property Trends

Indicative capital value of prime residential space

We consider the following terminology for the property cycle. 

� 1991 to 1995 - "Liberalisation phase", what we might call  “The Defiance of Gravity" or 
"The Harry Potter Revival”

� 1996 to 1998 - Repent at Leisure or "Donald Duck Falls of a Cliff Phase”

� 1999 to 2000 - Liberalisation - Road Runner Phase or " The Consolidation & Sustained 
Growth Era”

� 2001 Onwards –” The Serious Business Begins”

14
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India’s Real Estate Market – Red Hot

The rapidly growing economy, a soaring stock market and the boost 
in foreign direct investment after the relaxation of FDI regulations in 
February 2005 drove up prices by 20 to 30 percent over the past 
twelve months across all segments

The volume of India’s real estate market from $ 12 
billion is expected to reach to $ 90 billion by 2015
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Residential Sector

• 131.3 mm Sq ft � APIL landbank
earmarked for housing [Source: QIP filing]

• 2,504 Acres � Size of township to be 
developed by APIL as per MoU with UP 
Govt. [Source: Press Release]

• 384 mm Sq ft � DLF’s portion of land bank 
marked for residential development [Source: 
DRHP]

• 166 mm Sq ft � Planned development by 
Unitech till FY10 in residential [Source: 
SSKI Research]

• 135 mm Sq ft � Residential landbank of 
Omaxe [Source: DRHP]

Is residential demand really Is residential demand really ‘‘ infiniteinfinite ’’? ? 
Or have developers already bridged the gap?Or have developers already bridged the gap?

188% pa188% pa
Home loan disbursement CAGR
predicted between FY04-FY09

4% 4% v/sv/s
51%51%Mortgage to GDP for India, 

against USA

22.8% pa22.8% pa Growth rate of no. of households in 
the Rs.2-6 mm income bracket till FY10

1010--20 mm20 mm
units p.a.units p.a.

Estimated demand for housing
over next 10 years

50 sq ft 50 sq ft v/sv/s. . 
790 sq ft790 sq ft Estimated housing stock per capita 

for India against USA in 1997

NCAER
NCAER

Rising interest rates not likely to
damper housing demand

Over 900 msf of residential development Over 900 msf of residential development 
already announced by the top 4 North India already announced by the top 4 North India 

based developersbased developers
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Commercial Sector

Booming IT / ITES SegmentBooming IT / ITES Segment

Are developers running ahead of commercial & IT dem and?Are developers running ahead of commercial & IT dem and?

Over 150% CAGR in ServicesOver 150% CAGR in Services

5050--60mm Sq ft per annum expected 60mm Sq ft per annum expected 
requirement by IT / ITESrequirement by IT / ITES

12 mm Sq ft available office space in Mumbai 12 mm Sq ft available office space in Mumbai 
against 65 mm Singapore (2005)against 65 mm Singapore (2005)

Lack of high quality grade A Office Space in Lack of high quality grade A Office Space in 
IndiaIndia

25 mm Sq ft estimated office real estate 25 mm Sq ft estimated office real estate 
demand in 2006demand in 2006

88mm Sq 88mm Sq 
ftft

36mm Sq 36mm Sq 
ftft

32mm Sq 32mm Sq 
ftft

156 mm Sq ft of commercial space to be 156 mm Sq ft of commercial space to be 
developed over next ~5 years by top 3 developed over next ~5 years by top 3 
North India based developers alone.North India based developers alone.

In addition, large scale SEZ developments In addition, large scale SEZ developments 
also announced by most developersalso announced by most developers

[Source: Deal filings and street 
research]
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Fantastic Scale of Change Witnessed – From This in 
late 1990’s…

11
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To This, in 2006-07

50 million sq ft of quality space
under development

120 operational malls

Over 80 cities being tapped by retailers

350 hypermarkets, 
325 large departmenal stores, 

1500 supermarkets and 
over 10,000 brand stores needed



13

Retail Sector
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Are developers outbidding themselves from the retai l market?Are developers outbidding themselves from the retai l market?
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a) Demand 
b) Pricing 
c) Delivery 
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SEZs

34,500 hectares of 34,500 hectares of ‘‘approvedapproved ’’ SEZs. Is there method in the madness?SEZs. Is there method in the madness?
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Reliance signs pact with HSIIDC 
for 25,000 acre SEZ in between 

Gurgaon and Jhajjar with an 
overall investment of Rs. 40,000cr

The Hindu June 20, 2006The Hindu June 20, 2006
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Sources in the Haryana
government have said that the 

government will not actively 
acquire land for Reliance’s SEZ

NDTVprofit.com Sep 28, 2006NDTVprofit.com Sep 28, 2006

I want to know why the state government is 
working hand in glove with Reliance. We 

will fight, we will lay down our lives, but not 
give our land on their terms and conditions”

– Pandit Netanand, head Jhajjar Village 
Council

ET Feb 2, 2007ET Feb 2, 2007
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Capital Markets

Is there a demand supply mismatch in the private an d public equiIs there a demand supply mismatch in the private an d public equi ty markets? ty markets? 
What happened to debt and leverage?What happened to debt and leverage?

$8$8--10bn of 10bn of 

private equity private equity 
supplysupply

~$20bn of 

~$20bn of 

public market 

public market 

demand
demand
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Delivering the Next Level

Can they deliver?Can they deliver?

[Source: Deal filings and street research]

Developer Historical Underway and Projected 

 Plots: 195 msf 

BUA: 25 msf 

Plots: 46 msf 

BUA: 574 msf 

 Plots: 1000 acres 

BUA: ~10 msf 

Plots: 14.6 msf 

BUA: 200 msf 

 Plots: 18.3 msf 

BUA: 13.7 msf 

Plots:95.5 msf 

BUA: 75.0 msf 

 
Total: 5.1 msf Total: 140.8 msf 

 
BUA: 3.2 msf BUA: 86.9 msf 

 
Total: 2.2 msf Total: 63.8 msf 

 Plots/BUA: 3.5 msf 

SEZ: 1,400 acres 

Plots/BUA: 10.3 msf 

SEZ: 6,578 acres 

 

BUA: 3.0 msf BUA: 10.2 msf + 2,747 acres 
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Infrastructure adding to the worry

Urbanization in India
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India Needs US $25 Billion a Year for Infrastructure to upgrade the 
infrastructure to desired level

Urgent attention is required in Urban Transportation, Housing, Water supply, 
Drainage and Sanitation to get the momentum of urbanization going on 
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Some New Initiatives

� This program has an outlay of INR 50,000 crore over a 7-year period beginning from 2005-06.

� The program targets ULBs or para-statal agencies for implementation

� Precondition of the fund allocation includes repealing of ULC Act. By respective state   
government

Jawaharlal Nehru National Urban Renewal Mission (JN NURM)
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Gujarat Integrated Township Development Policy

Government of Gujarat recognizes that IT & ITES, BPO, KPO  will drive the economy in 
future

The location of these businesses will largely depend on the availability of world class real 
estate and services. 

Government intends to facilitate such development in the state  by the new township policy.

Some New Initiatives
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Market Landscape 

Strong Fundamentals Support Sustained Growth
� Rapidly growing off shoring and domestic IT / ITES industries driving office 

markets
� Increased incomes and mortgage finance driving residential markets
� Phenomenal growth witnessed in retail real estate driven by supply
� Continued supply and demand gap in quality real estate

Foreign Direct Investment (FDI)  opens up in Februa ry 2005 
� 100% FDI permitted in townships, housing, built-up infrastructure & 

construction development
� Minimum area to be developed is 10 hectares for serviced housing plots or 

50,000 sq.m. for construction development
� An estimated US $ 6 Billion committed to Indian real estate FDI since Feb 

2005

Further liberalisation on the anvil
� Opening up of Real Estate Mutual Funds & REITS
� Further relaxation of FDI norms in Real Estate
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Few Confusions !!

Is this the beginning or is this the end?Is this the beginning or is this the end?

Prices have gone 
Prices have gone 

beyond reach, there 
beyond reach, there 

is nowhere to go but 
is nowhere to go but 

down from heredown from here

Rising interest rates 

Rising interest rates 

will prick the bubble

will prick the bubble

Indian economy is firing Indian economy is firing 

on all engines. GDP on all engines. GDP 

estimates, IT industry estimates, IT industry 

and capital markets have and capital markets have 

never had it so goodnever had it so good

Real wealth creation is Real wealth creation is 

driving real estate demand. driving real estate demand. 

In real terms prices haven't In real terms prices haven't 

crossed the peak of midcrossed the peak of mid--

19901990’’ss

a) Demand 
b) Pricing 
c) Delivery 
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The Bulls are still running…

Hope they continue for a while !


