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Indian Real Estate
Playing cautiously

2016 has been a mixed year for Indian Real
Estate with first half of year showing clear signs of
recovery followed by stagnation of market due to
demonetization. Market sentiments are low with
investors taking a cautious approach towards
investment.

Demonetization may affect GDP growth in 2017-

18. There is bound to be near term wobble of most

sectors, but Indian markets are expected to

bounce back at the end of year 2017. In the long

run, demonetization and GST would result in a

wider tax base and greater participation in the

formal economy strengthening
climate and financial system in the long run.

The Indian real estate sectors is one of the most
affected sectors in demonetization drive. Last 3 i
4 years has been a lacklustre run for Real Estate
and demonetization has further dampen demand.
The market is expected to witness 15 % - 20%
price correction in few major markets particularly
in higher-end premium properties. The resale
inventory would also be greatly impacted.

The end of the year brought more clarity on
demonetisation. With emphasis on cashless
economy, real estate is on verge of paradigm shift.
Despite certain short term troubles,
demonetization is certainly going to give a boost to
the Indian economy in the long run particularly to
Real Estate sector with improved transparency in
in every transaction. Further, GST and Real estate
Regulatory Bill would add to this transparency.
Both central and state govt. are likely to enforce
the buyer friendly provisions of the Real Estate
Regulatory Act, homebuyers can expect more
transparency.
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From CIRIL Team

CIRIL Network, membership-based premier owner operated network of
Re al Est at e Consulibladia, takés pGasure & presersting
its Second Annual, 2016 covering 8 major markets and tracking markets
trends of Commercial, Retail, Industrial and Logistic Sectors.

With a strong local presence and seamless networking, CIRIL envisages
creating local knowledge platforms across major Real Estate markets. CIRIL
network now has 16 offices and works in 280+ locations across India i.e Delhi,
Gurgaon, Mumbai, Bengaluru, Kolkata, Pune, Hyderabad, Ahmedabad, Surat,
Noida, Chandigarh, Jaipur, Indore, Lucknow, Patna & Bhubaneswar.

We provide specialised services in

Corporate Real Estate Consultancy Services

Office Services (both Tenant & Landlord Representation Services)
Industrial and Land

Retail Services

Investment Services

Land Acquisition Services

o T T To To Do

For any queries E-Mail: coordinator@cirilnetwork.com
For more information please visit our website: www.cirilnetwork.com
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INDIAN ECONOMY

Moving Ahead in 2017 1

Year2016 sawr econf i g ureeonanic | n d i Exdnemists have slashed growth estimates for

architecture through new institutional

me c hani s msconomyghinea Stesam in
Q2 FY 2016 riding on positive impulses to
consumption from a near normal monsoon and
public pay hikes. However, a sharp fall in
investment and a muted performance in the
external sector prevented growth from hitting
market expectations.

Theeconomyds rhasifatenet in @3 FY
2016 due to demonetization. Cash shortages
has affected sectors that relied heavily on cash
transactions, including real estate, construction,
gold, gems and jewellery as well as the informal
sectors are expected to suffer a near-term
decline in consumption demand. The services
PMI fell into contractionary territory for the first
time in over one year in November.
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India to less than 7% for the current financial
year following demonetisation. However, the
effect is expected to be transient and the
economy should benefit in the longer run from
a smaller parallel economy.

India's gross domestic product advanced 7.3%
year-on-year in the third quarter of 2016,
following 7.1% expansion in the previous
period. Private consumption expanded at a
faster pace while government spending slowed
down and fixed investment dropped further. In
the long-term, the India GDP Annual Growth
Rate is projected to trend around 6.80% in
2020, 5.50% in 2030 and 4.50% percent in
2050, according to Ministry of Statistics and
Program implementation (MOSPI).

Annual GDP Growth Rate

Growth Rate of GDP on basis of new  definition

source: Mospi




Structural Reforms
Ensuring long term sustenance

The economic ecosystem of India has
undergone extreme overhaul at all levels in
recent times. Structural reforms has been

forefront in Govt. agenda. o I. ndi ads . economy bs
projected to sustain a 7.6
The steps taken by the government in recent percent growth rate in both

times have shown positive results as India's .
gross domestic product (GDP) at factor cost fiscal years 2916 .'17 and
at constant (2011-12) prices 2014-15 is Rs. 2017-1 8 adazording to the

106.4 trillion (US$ 1.58 trillion), as against year -end update of the
Rs. 99.21 trillion (US$ 1.47 trillion) in 2013- . .

14, registering a growth rate of 7.3%. The Economic and Social Survey
economic activities which witnessed for Asia and the Pacific

significant growth were O(ES@AF“)QODGJrepOrt“cﬁHWKea“Ce
real estate and bll5% ness Ljr][Ited’N%tleso

andé6trade, hotels, transpo Hﬁﬁlnlcatlon
servi de®H at

Reforms Undertaken

initiative with an aim to boost the manufacturing sector of Indian economy

initiative with focuses on three core components: creation of digital infrastructure,
delivering services digitally and to increase the digital literacy.

rankings with target to be in the top 50 by 2017, based on reforms
undertaken in areas like construction permits, enforcing contracts and starting business

Liberalization of norms

is a major step in the pr oRse@ldakhacforeover haul i

banking sector

is a proposed system of indirect taxation in India merging most of
the existing taxes into single system of taxation. It was introduced by The Constitution (One Hundred
and First Amendment) Act 2016

, Standup India plan and the rollout of the National Investment and Infrastructure
Fund (NIIF) are also being worked on




INDIAN REAL ESTATE

The Balancing Act

Demonetization drive announced on Nov 8" to
curb black money has rendered 85% of currency
in circulation illegal in one single stroke. Realty
sector has been one of the worst hit sector. The
day after, the Nifty Realty Index saw a sudden
downfall of 12%. While the S&P BSE Mid Cap
index was seen falling by 11.2 % as HDIL, India
bulls, Prestige Estate and Unitech witnessed a
great loss.

The market is expected to see price correction in
range of 15% - 25% in the next three to six
months. The luxury and the high end segments
will see a major impact due to involvement of
cash component in transactions. Affordable
housing segment is set to gain from
Demonetization drive, as many developers are
also aggressively turning towards this segment.

Several banks have cut their MCLR-based
lending rates after a spurt in deposits following
demonetization. Interest rates cut by all the
banks will lead to demand being raised
substantially. That will definitely help in
improving the sentiments as well as purchasing
power. Moreover, if project finance is also
extended by the banking sector and
moratorium on repayment of principal is also
allowed, then there will be a huge jump in the
number of projects being completed and new
supply coming into the market.

In the long term, demonetization along with
implementation of Real Estate Regulation Act
and single-window clearance system will be
positive for the sector leading to higher

transparency and investoros
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Indian Real Estate
Market Size

The market size of real estate in India is expected to g
increase at a CAGR of 15.2 per cent during FY2008 i Real Estate Market Size
2028E and is estimated to be worth USD853 billion by

2028. Real estate contribut

estimated to Market size of real estate in India (USD

billion) increase to about 13 per cent by 2028.

According to data released by Department of
Industrial Policy and Promotion (DIPP), the
construction development sector in India has received
Foreign Direct Investment (FDI) equity inflows to the
tune of US$ 24.19 billion in the period April 2000-

March 2016. The Government of India along with the 16

governments of the respective states has taken

several initiatives to encourage the development in 2006 2010 2015 2020E 2028E
the sector. The Smart City Project, is a prime

opportunity for the real estate companies. ® Real Estate Market Size

Govt. initiatives for Real estate

The Cabinet Committee on Economic Affairs (CCEA) has approved various measures to revive the
construction sector

The Make in India initiative has helped to accelerate leasing of commercial property by the
manufacturing sector

The Securities and Exchange Board of India (Sebi) has proposed easier regulations for real estate
investment trusts (REITs) and has allowed Foreign Portfolio Investors (FPI) to invest in units of Real
Estate Investment Trusts (REITS), infrastructure investment trusts (InvITs), category Il alternative
investment funds (AlIFs), and also permitted them to acquire corporate bonds under default.

Housing for All by 2022 - Under the Sardar Patel Urban Housing Mission, 30 million houses will be
built in India by 2022, mostly for the economically weaker sections and low-income groups, through
public-private-partnership (PPP) and interest subsidy.

The Government of India has relaxed the norms to allow Foreign Direct Investment (FDI) in the
construction development sector and Township




Indian Real Estate
Market Drivers

Urbanisation

,QGLD-V XUEDQ SRSXODWLRQ DV D SHUFHQWDJH RI WRWDO
population was around 32.7 percent in 2015 and is
expected to rise to 40.0 percent by2030

Growing economy

Demand for commercial property is being

. GULYHQ E\ WKH FRXQWU\-V HFRQRPLF JURZ
Policy support © © ©

Government initiatives such as various
urban development policies and
programmes (Smart City, AMURT) are
expected to contribute to demand for
real estate infrastructure

Easier financing

Easy availability of project
finance by Bank have increased
demand for better and
affordable infrastructure

Increasing Household income

,QGLD:V SHU FDSLWD LQFUHDVL
making investment in reals estate easier

RQ \HDU

Growth of Real Estate



