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DEAS INSIGHT

THE BOTTOMLINE

WILL HOUSING PRICES GO
THROUGH THE ROOF SOON

?

madhurima.ndtlivecom
BENGALURU

t month, Hyderahad-
Aparna Constructions and Estates
Pyt Lid began building a new resi-
dewtial comple 7 acresin
Puppalaguca, on the outskirs of
theeity, roughly 7.5 km from its business
centre, Hitech Cliy.

Theapartmentswill be larger, with ceil-
ings higher than before. The comples will
haver a segregated sports area and club-
Bonese, along with health clinles, super-
mirketsand benk branches on s prem-
fses The EMprOvements ane a Tesponse
e condd-18 pamdembe, so thatany future
lockdowns or “work from home’ phases
incomvenience residents less. Many other
property developersare doing the same.

Thishas. naturally. raised ihe cost o e
homes. The hase price of the property is
17,500 per sy 1. A thiree-Bed room apart -
et costs $epore, aboat 5% higher than
similar-sized homes Aparmn Construe-
tions sold lst year,

However largerapartments and more
on-premises faclities are nol the only rea-
som for the price hike-the market toohas
mproved considerably, Even kst vear,
Aparna Constructions had hiked prices
twice, s combined average rise of around
0% proswl
in 2021 ver the previous year. This vear,
ilu]u‘:s an overill price fse of anather
1 1 A and rise
i it costs rlml h..-.]ml 1o higher con-
struction costs,
g strategy is determined
market rateand whil we per-
ceive customers should pay for our
brand,” said Rakesh Reddy, director,
Aparna Constructions. *From 2008 to
2015, Hyderabad faced a profonged down
cyele. Home prives w
comprred ot her cities, But late
e gzooad performance of the
nies based] hereand their hiring momen-
tum, L wingran upcyele, lisan
end-user’ |rl.s~1dm'+:n by the IT and
[;rmlu:kzl sectorns.”

I . housing sales in Hyderabad
Wi I’lu] aonly higher than In 2020—
which was only to be expected, with the
pandemicand lockdowns having hrought
consiroction to o near halt and crushed
demand across the economy—baut also
more than that in pre-pandemic 2009,
.’\m'csrdinglun:‘:dcﬂ;ltechu.mu]_\'lltsﬁml
g & Wesearch Pvi Lid,

pl'lcc-mrnq{lIuthm. vl-.mm't .
sip . surpassing Bengaluru at 13,496 per
E1

Inefia's real estate sector went throwgh
anearly seven-year boeg down cyele, dur-
g which prices in mest cities corrected
and realtors inventory piled up,

Bt there have been changes sinee the
pandemic, with sales rsing Incertaln cate-
gorkes, promping some de WS L
marginally hike prices last e,
mare developers are expected to follow
suit, rising prices by an average of 5-100%,
for both fresh launches and existing
imventory. The better-known developers
want hetter margins—and also want to
puass om a prart of the rising raw matetal
oosts to buyers.

Nevertheless, some developersare siill
heing cantions, "Steady pri

. prices would increase
o launeh. That won't work
iy Lt managing divector

W,

tructure Lid (TRIL),
-Tincrease due toescaki-
tion in the cost of steel, cement, labour
and petrol.

THE FOMO EFFECT
e Hyderabad story
is heing repeated

across the olher seven

prime markets foo, Dur-
ing the pandemic-in-
dhuced slowdown, devel-
opers had offercd dis-
counts, casy pavment
schemesandother pl'ln-

]k‘\t‘]n]wn'\mlmml
Furl that cash fow has become more impor-
tant now than prices und profitability,”
said Sharad Mittal, CEOof Motilal Cswal
Heal Estate, the real estate private equity
artn ol the Motilal Oswal Group, “They
have heen absorhing input eosts for two
vearsnow, and ifthey can passiton partly
to buyers now, they will surely do s,

The inventory overhang of the
past decads, caused by
Imiarket stagnancy, has so far
only baen marginally
mitigated by the im

market conditions

India’s real estate sector went through a seven-year long down cycle. That is now changing

L

Arecent survey by Sotheby’s International Realty in India among high-net-worth individuals (HMIs) showed that a large number of them proposed to buy lusury property in the next two years.

Far from putting off buyers, the price
rise could appeal (o them-as an invest-
il'th =0 trend. “Thereis a
“fear of missing out’ (FOMO} effect inthe
sectorafteralongtinee,” he added. “When
prices were stagmant, people were inno
Tiuarry b by

In Mumbeal, the conntry’smest e
sivee real estate market,
througha substantial correc To—
ing stagmant for the longest time. But in
the past year and a half, helped by a tem-
porary reduction in stam pduty provided
I e wirkke ol e paancbenmic by thwe Midia-
rashiragovernment from August 2020 0
March 2021, prices have heen spilking
again.

2-umit huxury res-

% heen |u|ah|-lh|;|iu il
vear ago, Arlesia apart-
ments were selling at T60,000-65,000
per sq [t (Aresia is the most expensiv
residential project in the Mumba
politan Hegron (MMKY, according to Zap-
ich agrremates publicly available
gristration data,)

pr oject isalimost comypsle
ey is o, sowe can command the
the inventory lefl,” said Ramesh Rama-

chandran, chicf executive of K. Raticja

s hefiore the pandemic, few lusury
projects had sold well. But the stampduty
reduction,along-pemding latesit demand
anid the rise in the stock market (through
20821 whose created wealth was often
diverted 1o real estate e bonsted
sales,”

Artesia is representative of the tum-
around in the heary real
eslipfesegment., A recent
sUrvey |]\' Sotheby's
International Realty in
India among high-net-
worthindividwis (HNE)
showed that a large
number of them pro-
posed to buy Tusury
property in the next two
years, While 4% sald
they were seching alifes-
iylewparade, 31% believed such perchase

invesiment - indicating

vrise furiher.

Crverall, in 2021, as many as 65,457
were sold in the \iumLMl Metropolitan
Teegiomn IMME), u) Fom 2020—the
hibghest I value termsamong all cithes. For
Macrotech Developers Ltd, the largest
developer in the region (known for its
“Lodha’ hrand), sales in the October-De-

wepmiberquirter kst year were the hilghest
in thelast 12 quarters-despit hilie:
inprices last November. It titsella
revenue target of 3000 crore for
22, but analysts believe it could well
that, reaching around 19,600

“We havedecided tor: pricestwice
ar, 5o the annual increase will be
" sail Prashant Bindal, chief sales
Macrotech Developers, “In ureas
where ourinventory islow, it conld even
be higher. The next round will be after
Aprll Consumers valie 1L We did not lose
any business after the kst price hike.”

THE LOCATION PREMIUM
In the National Capital Region (NCR),
b = sales were up by 353% in 2021
compared to 2000, DLEF Lid, inits liest
ure ‘One Midiown' in Moti Nagar,
Laeelhud, savlel nmdgsin the st two ow-
il at 19,000 persq i, but plans to
rease pricing by 12,500-3,500 for lts
third tower, whose construction will
shortly begin, Another leading developer,
\l nched its 2000-apartment
wraject In Gurogtsm at 179
lakh per unit, but is currently selling the
last 70 unitsat 189 lalh each,
“Weean easlly expse average price
rise of 8-10%," said Pankaj Bansal,
dlirector, M3M. “Ifthe location and prod-
uect are right. prices will inch upin 2022,
Customers have become smart. The mar-
leet differentistes between good and poor
levedopers, Atour Golf Extate project flso
In Guragram), the u e sold For 15
crore each now eost 15,5-6.5 crore.”
1 sesconied hommes (FBrmhonses and
Holickay homes) and housing plots are see-
ingaprice escalation, not only in NCE but
also acrossamaller, nor-metr markets In
some partsofnorth India, with End prices
rising, housing plot prices have spiked
HO-50%, There is frenzy Tor anmhouses
{n aned around Delhl,” sabd Shveta J
'\[I) residential services, at property ad
.mtla lndu_ "k\cmnl hcalm‘pnuuh

wanalso bring ingood reg |l..|l Ineoine .mLI
ke fora sound Investment.”

A simiilar

such as in parts of Goa, Uttarakhand and
Himachal Pradesh.

Bengalurn and Chennai are showing
stmilar tremds, though Imilflx-mhrn-dau

it
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WHAT

During the pandemic-induced
slowdawn, reattors had offered
discounts and easy payment
schemes -much of that is over
Sales have beenrising. prompting
somedevaiopers to hike prices

AND

This year, many developers are
expacted toup prices by an
average of 590%, for both fresh
launches and existing inventary.

-known developers
are seeking better margins
]

MOREOVER

Far from putting off prospective
buyers, the pricerisa could
appealtothem-asan
investrnent. Thereis a fearof
missing out’ in the housing sector
after along time:

erty pric s is legitimate,” said Arun MN,
agrand, which lanched I2 propects
the twoitiesin 2021, and sold w
ot 12,550 erore. He matntatned it
watsa nevessary comrection, after the price
depression of the earlier vears. “In the
sub-1lerore category,
rawilly fnpesected, Tewd
bile and we do not expect
Increase walfect sales.” he added,

ABUYER'SMARKET,STILL?
Hum"\'tr. the inventory overhang of
the past decade, caused by market
stagnaney, Tiasso far only been manginally
mitigated by the improved market co
thons, Inthe NCE, lor Instance, despite the
Inereised sales, priog Inventory reduced
onlymarginally by 3%, with 1

Amonig the exght top property markets, Hyderabad saw the sharpest rise in prices
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FARS FAINMANT
December quarter,” said 1 Kapoor, | duced in the market by Mumbai-based

founder and MD, Lisses Foras. “But
centory s ne mmin;. down,
me develope
state remialnsa buye

Finance ServicesCo. Pyl
L, whie :: specialize:
real

tory and many legacy
projects will be pushed
intothe market thisvear
and offered at dis-
counts,” he sald,
same time, plots and
properties inkey micro-
markers, including lux-
ury homes in south-central Mumbai and

still unschl The
likely to persist for some time,

Market watchersbelieve that the huge
inventory overhangand dedayed, stressed
preojects willl not only crestevalue-huying

Anlows not o over-empl

tion. “Land prices have gone up 20-30%,
construction costs have risen T200-300
persq ft, sowe believe al5%rise in prop-

[thes across clties, bt may also
cherk.

precedented 80,000 homes
were launched across the country in the

other prime real  willsee price
lation. There hasheen alot of wealih o
tiom lately and the money will gointo hux-
ury housing. ent of price rise
will differ from one developer brand o
another.”

Thus, three years sfter it got stalled,
“The Presidential Tower' project in Yesh-
wanthpur, Bengalurn, has been reinfro-

Some analysts maintained
that developers should
EXEICise restraint while rising
rates in 2022, Sales have shot
up and buryers came In

because of atfordability;

sales and marketing specialist firm,
Nanadu Realty, partnering with realior
st Godden Developer, which had started
M0 has been able tosell 200mitsat a start-
ing price of 12,65 crore, “When demand
recovered after the pandemic, not every-

Xanadu Realty, “Stuck
projects  remalned
stuck.” Bul he s not
olferingany discount on
|hi units. “The launch
ns s been at the
|:| ot rate, which was
determined aftera lot of
research,” he added,
“Onir focus ison sabes, No
aproduct if it isinferior, just

onewill
becamse it

analysis maintained
devebopers should exercise restraint while
raising rates. “Lets nod forget that sales
shot wp and buyers came in hecuse of

g
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.:ﬁnnldlsllll v, sabi] Kapeoor of Lizses Forms.
[prices inereaseand developershokd an
o inventory, will buyers continue to
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