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Scheme-led indirect price cuts kickstart sales momentum
GST rate cut, ‘Affordable Housing’ scheme to boost sales
We met Mr. Prashant Thakur, Head - Research of ANAROCK. Discussing the Indian real estate
market, Mr. Thakur spoke at length on key trends in the top-7 Indian cities — Mumbai, NCRDelhi, Bengaluru, Chennai, Pune, Hyderabad and Kolkata. Key takeaways:








Pan India residential sales grew by 12% QoQ and 52% YoY in 1Q2019 despite GST related
disruption in Mar’19. Developers in MMR, Bangalore and Pune activated multiple discount
and subvention schemes to push sales, without reducing the headline sales price. This led
to the conversion of fence sitters awaiting GST-based cuts in pricing.
NCR developers stayed away from introducing any schemes due to low consumer
sentiment in the micro market.
Absorption has been mainly from new supplies which are affordable / lower ticket size.
Supply planned in Mumbai Metropolitan Region (MMR) post-election is high, while
Bangalore is stable and well timed. Hyderabad has very low supply with lowest inventory
overhang; plus, local players are getting aggressive.
Prices are likely to remain range-bound for some time until unsold inventory reduces to
manageable levels. 2H2019 is likely to witness increased real estate activity, post the
general elections.

Pan India sales hit its peak in 11 quarters; sales up 58% YoY in 1Q2019
It has been eleven consecutive quarters, when sales have exceeded the new launches
and unsold inventory has been declining. In 1Q2015, in the top-7 cities, supply was 1.7x
the absorption; supply stood at 1,33,838 units while absorption stood at 90,574 units;
consequently, unsold inventory stood at 7,41,469 units. In subsequent quarters,
absorption slowdown resulted in increased unsold inventory, which was the highest in
1Q2016 (7,94,419 units and supply at 1.2x absorption). After peaking in 1Q2016,
subsequent quarters saw absorption exceeding the supply, resulting in declining unsold
inventory. In 1Q2019, ratio of supply to absorption reduced to 0:9 as new launches
reduced to 70,490, while absorption stood at 78,520 and unsold inventory stood at
6,65,105 units. Pan India sales reached its peak in the last 11 quarters in 1Q2019 (+52%
YoY); though it grew by 12% compared to 4Q2018, it is still 4% lower than the previous
peak witnessed in 1Q2016.

Affordable segment drives new-launch growth
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In 2018, there was a double-digit growth in new launches and absorption, led by the affordable segment. New
launches grew 33% from 1,46,870 units in 2017 to 1,95,300 units in 2018, driven by Bengaluru, Chennai and Pune.
On the other hand, absorption grew 18% from 2,11,130 units in 2017 to 2,48,310 units in 2018, driven by
Bengaluru, Kolkata, and NCR. In absolute terms, MMR continues to dominate the top position — for new launches
and absorption – followed by Bengaluru, and then NCR. In absolute terms, MMR/Bengaluru/NCR saw new launches
of approximately 59,926 units/34,877 units/26,014 units, with absorption at 66,441 units/57,540 units/44,300 units.
In 1Q2019, affordable housing segment continued its dominance and accounted for 44% of the total new launch
supply in 1Q2019. Nearly 90% of the supply in Pune is priced below INR8m targeting the migrant working class
population of the IT-ITeS and industrial sectors.
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New-launches unit size shrinks, go compact to match ticket size requirements
In 2018, a significant portion of new launches witnessed a drop in average unit size (measured in sq.ft) v/s 2015. In
MMR, the drop was the highest at 27%, followed by Pune at 20%, and Kolkata at 18%. In MMR, the average unit size
contracted to 700sq.ft in 2018 from 960sq.ft in 2015, Pune too witnessed a drop from 940sq.ft to 750sq.ft in 2018
and Kolkata witnessed a drop in average size from 1160sq.ft to 950sq.ft.

Significant drop in unsold inventory; Bengaluru sees highest decline YoY:
Inventory overhang as at 1Q2019 was the highest at 45 months in NCR, followed by 35 months in both MMR and
Kolkata. However, when compared to 1Q2018, unsold inventory declined 10% in NCR to 1,86,710 units, was flattish
in MMR at 2,19,490 units, and down 9% to 49,470 units in Kolkata. Inventory overhang was the lowest in Bengaluru
and Hyderabad at 15 months. Bengaluru witnessed the highest change (decline) in unsold inventory at 27% to
66,820 units, followed by NCR at 10%, and Kolkata at 6% in 1Q2019. Every city has seen a reduction in unsold
inventory over the previous year, except MMR and Pune.

Significant ready-to-move (RTM) units nearing completion, available in South India:
Inventory Aging Analysis reveals that there is a significant number of ready- to-move in and nearing completion
inventory in South India. Bengaluru’s unsold inventory comprises 17% RTM inventory and 28% ‘less than 1-year to
complete’ inventory, while Chennai has the highest RTM inventory at 29% and 27% ‘less than 1-year to complete’
inventory. Similarly, Hyderabad has 17% RTM inventory and 37% ‘less than 1-year to complete’ inventory.
MMR/NCR/Pune/Kolkatta have 12%/13%/10%/11% RTM inventory and 13%/23%/16%/25% ‘less than 1-year to
complete’ inventory.

Outlook for 2019:






Launches are gaining momentum and will continue to grow in the coming quarters.
Sales are expected to grow further due to the positive impact of reduced GST rates.
The Government's focus on affordable housing is expected to further provide an impetus to this segment.
Prices are likely to remain range-bound for some time until unsold inventory reduces to manageable levels.
2H2019 is likely to witness increased real estate activity, post the general elections.
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