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Future of PE investments in real estate

Recent pivotal announcements by the central government are expected to positively influence investors’ outlook towards the
Indian economy in 2017. 99acres.com analyses what this means for private equity funding
(http://www.99acres.com/articles/how-fdi-and-pe-investments-upheld-indian-realty.html) in the real estate sector.

The fact that the Indian real estate sector has managed to attract around $32 billion via private equity (PE) says a lot about how attractive the
sector is for investors. The substantial interest from PE investors can be attributed to the impressive performance of commercial real estate in the
country even during the market slump. The sentiment is expected to improve further in 2017 on the back of improved regulatory framework
(http://www.99acres.com/articles/how-will-gst-tax-rates-impact-the-real-estate-services.html).

Shobhit Agarwal, Managing Director – Capital Markets and International Director, JLL India, states that equity investments in the country have
consistently risen in the last three years. While the PE inflow (http://www.99acres.com/articles/shopping-malls-set-to-increase-with-pe-
funding.html)in 2015 was $3,310 million, it almost doubled to $5,260 million in 2016.

Following are the major recent announcements that will impact PE investments in real estate:

Infrastructure status to affordable housing

Interest subsidy on home loans under Pradhan Mantri Awas Yojana (PMAY)

Change in definition of affordable housing to carpet areas of 30 and 60 sq m

Extension of tax holiday period

Easing of Foreign Direct Investment (FDI) rules

Introduction of Real Estate Investment Trusts (REIT)

Implementation of Real Estate (Regulation and Development) Act 2016

Approval of Goods and Services Tax (GST)

Experts assert that greater transparency will be one of the key factors that will infuse greater investment in the real estate sector this financial
year. The effects of demonetisation move will bring in more transparency into the sector and boost both consumer and investor confidence in the
long term, avers Amit Wadhwani, Director, Sai Estate Consultants. RK Arora, CMD, Supertech, concurs and adds that RERA coming into effect will
also play a major role in facilitating greater investment inflow in the realty sector.
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The revolutionary changes taking place in the country’s regulatory framework will enforce hitherto unprecedented transparency and
accountability requirements for developers into the system which will reassure consumer confidence, states Nibhrant Shah, Founder and CEO,
ISPRAVA. According to Srinivasan Gopalan, Group CEO, Ozone Group, PE investment in the realty sector is likely to touch about $7.2 billion this
year, up 53 percent from the year 2015, as residential assets continue to produce interest among both domestic and international investors.

Return of domestic PE investors

Agarwal shares that the positivity in the market will not only bring greater foreign businesses and investments in the country but will also play a
crucial role in improving the confidence of domestic investors. Experts agree that the last two years have witnessed a change in the PE investment
scenario wherein domestic inflows have substantially exceeded foreign investments. The growing participation of domestic PE investors can be
attributed to their growing awareness of ground realities which makes them better placed as compared to foreign players. With critical reforms,
such as RERA, on the way, 2017 could set a new benchmark for domestic PE inflows into Indian real estate.

Affordable housing (http://www.99acres.com/articles/unionbudget2017-affordable-housing-receives-infrastructure-status.html) becomes lucrative

Experts are confident that with affordable housing getting infrastructure status in Budget 2017, private equity investors may find the segment
more profitable. “PMAY will create greater opportunities for investors in the real estate sector, as the sector will require more funds than what is
currently available to developers. With GST ready for roll out, prospects for investment will see further escalation,” avers Dhaval Ajmera, Director
Ajmera Realty.

Project deliveries will also improve after the implementation of the Real Estate Regulation Act (RERA). Consequently, the demand for affordable
housing, is likely to remain strong in the coming years with PE investors keen on projects that display lucrative prospects. 
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