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Still Fragile
and Patchy

Two years after the property bubble burst,
developers are back with cleaner balance
sheets and projects that range from no-frills
homes to swanky towers. But customers
are not biting. ream st

uldy 2009: Vishal Sharma s the typical middie
class Ind hoene buyer. Careful. Ji
financially sevvy Wirkdng ot a N

ware services fiem, Vishal and his w

school kescher, hid been on the hunt for an apun

ment for over two yeurs. The

proved hucky for them. Office developer 30 Company s

mabden residential propect. Litus Boglevard,
up in Nokda

"1 figured that since it was their first project, thes

would be extra careful in deliver

ey of the Year of the (x

Wi coming

quiality and the bot

on the launch price of Rs 2850 a sq. ft_. the price of ||!;I. Housing wu' At A Three Year Low..,

twn bedroom apartment he booked worked out to around In.‘.eﬂr‘m STREMNIG R, GRS Ko pou®

tom hine was the price.”™ savs Sharma. 31, After a dis

R 46 lukh. The clincher: Sharma signed up for a loan
from te Housing Finance ut 8.9 per cent imterest fived for

i
the firss three years i
November 2009: Sobha Developers comvencd a
mocting of soune 30 e g property desders in Bangabone
just before the launching of Sobha Cinnamon. & .
200-apartment residential project on Sarjapur R u
spur from the city to tech-to-shampous behermoth Wip's .
hendquarters. Sobhi wis meeting dealers to understiand
7 xor Jan0

i they would be able to sell flats in the pretaunch period




-..And Sales Rise But Lag 2007 Peaks
Monthly absorption by number of unds®
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“hirepate of WE WA fangumie (hetha ot sty st Lty
Sone Propd gty Sels

000
L ‘
Jha

¥ ot Jmt -

at @ price of Rs 5,280 per sg. . The mood was one of
soepticem. But when bookings openad in January, bulk
of the apartments got sold out in three months — at
Rs 3.352asq R

June 2010: The 3¢ Company b kuunched a second
project in Notdi peiced at Rx 3,500 a sq. I Sharmb won-
ders if he would have bought at this rate. "Prices hinve
increased carller than they should have, | hine had my
share of luck.” he says, Between June last year and this
year, prices al Soblia s Chrysanthemum project in North
Bangalore, too, have risen by Rs 500 a sq. ft. Customers
are not hung up on discounts now, insists Sobha
Managing Divector |.C. Sharma.
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Is the: Great Indion Home T L
Shuryer buck b e market? Ts it ARUN NANDA
Ui fow fevsoe-sitting cundom- Nos{ wcutier (harman
ers 1o buy! Amd mportantly
o realty compuanies Lo ther
lvvestorsh. bs i back 1o the
booen days of 2007 when new
Fusashing progects wonhd et sold
oul within a month flat i the
gt chtiess 1 Dbt the e of
o step-up ern where realty
vesidonital through office, re
tall through hospitaliny
comes i being as a robust
et o

The arwwer tovemch of these question. fusmes Today
S through repeeting on the grovnd backed with ne-
swarch and cormversations with independent comltants.
s aouanoed ves. And. @ ruseced o,

price themselves
out of the
market”

Thie vindble sigam Brst: over the past one year (housands
of buryers across the conmtry hisve fund prices reasonable
enwmaggh o by opeartrmcniand propeny; e the coonomik:
encftedown o ennd- 2008 wnd carky- 2000 restltiad in g dius
tie Tl iy hsrie sarbes. Wrvikersgee Creddt Suiboe oxtimites
monthly apartment sales, in terms of million s, 0 by,
Tharve juimiped to 25 tivoes from the low of exrby- 2000 and
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steadily moming ug o chose the 24 per vont g From peak
sabes seent in the second hall of 2007

Low Inventory, High Price
The renewed iterest in hosing, Dowever. s i (isprogor.
thanate ipact on prices this e acoond. Becouse these
wales were not matched with sew supply or property
Laumaches. Pratas from Propbiquits: @ property reearch fiem,
shwwes howsse imenibory keveds ol
rralty comnpuries o o thres veasr
ow i iy ciles. Agyeregale
aviilable sopply &l by neardy
smncaguter b 252 pillon s
i, b March 2010 from the
ywar-ugs mwwith, Crodie Sokese
anplyste Anand Agarwal amd
Abhisbek Bansal noted in a
May report. In other words,
ices were betng driven up by
fewer aperrments avadlable in
the miaeket mal. perhups, o
bevinise of fnesh demmarnd

That seems evident in a
ity Bike Panguke where roaugh caloulation sbrow (hat
stamp duty collections oo lid deals o May, ihe Lot
month data s svailable for, have nearly doubled 1o Rs
5. 710 crore froem Ra 2000 crove @ yessr enclier. But “the
number of documents registered has it increased as
mich as reverses hive risen. ondicating (et regisarstion
is happening at higher valuations”™, concludes SN
Juyaram, Inspector General of Registrabion und
Crommitssioner of Stamps. Karoatak

The ruphd price riee In the past months has indesd
rutthed prospective buyers pushing Uwem back 1o side
lines and resulting In & drag on sales. For instance. in

RAJIY TALWAR
Earcufee Qe
DUF Groxg

“There is no price
bubble in India.

It is just
constrained
volumes”
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Mumbal. parts of Bangalore. and the National
Capital Region, prices have shot up by as much us
3040 per cent. Al these elevated levels, obwiously,
buyer resistunce s creeping in. “The volumes have
certainly dropped in some markets by 15-20 per
cent. il not maore.” says Pranab Datta, Vice Chairman
und Managing Director of property consultancy
Knight Frank. “Enguiries are still very high, but
fewer trunsactions are being consummated,”

In Chenmnad. which is o relatively more stable real
estiste market. T. Chitty Babu., Chairman and o
Akshanva Homes. and Tamil Nadu chapier President fir
Industry lobby Confederation of Real Estate Developers
Assockation of India, puts suring prices (o dsing it
costs, “Labour costs have escalited. Farlier it was
quarter of the bullder's cost but now it is already up o
45 per cent. and i two years will reach S0-60) per
amnit.” he swys. Expensive raw material and a 10 percent
service Lk bevy anly feed into the spiral

Even s, the risk from such bullish pricing bebany
our by some real estale companics. says one expert
& that several reations and wannibe developers who
are planning 1o coer nesidential realty attrocted by
the current high prices could run into severe pri ng
pressure when their projects are ready. For instance,
sarys Anurag Mathur, Managing Director at realty
comsultant Cushman & Wakefield, many cealtors i
comverted their commercial projocts nlo residential
ones to reduce their debl-equity ratho. “Ghven the fong:
term nature of commercial projects. the balance
sheets of renhtors get stretched. On an average more
than 70 per cent of future developenents have been
earmnarked for residential development. since the weet
cliss his showed the greatest resistance to the down
turn on the back of end-user demand. ™ he savs

Structural Change

her changes live swept the real estate market is the
last two years, too - some belping the finances ot the
builder firms. (ne ks the mcreasing shiare of kw rise
annd sov-called affondable honmsing progects m e market
Fake wrrr. The company. says its Head of Murketing
Amit Rayj Jain. re-aligned its residential project portholio
1o owerise group housing and launched three progects
in Faridabad: Park Elite Floors, Park Hite Premium and
Park 81. The result was that in the six months between
April and September 2009, the company sold a record
7019 spartmenty, equivalent to over 7 milbon sq. i
The reason for the hot sales was simple. The homes
were priced between Rs 16 lakh and Rs 30 lakh — yes,
the apartment stre was ot times hahved
than wvv's enrlier projects. which were priced in the
range of Rs 40 lakh 1o Rs 1 croree,
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