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Mumbai property fair takeaways; Indore market update 

Mumbai - price points do not appear affordable 

We attended MCHI Property 2008 at Bandra Kurla Complex, Mumbai on 

April 18. Over 50 developers were marketing properties and a number of 

financial institutions were also present to discuss loan schemes. Some 

agents we spoke with did not entertain the idea of a property price 

correction. However, we felt that the property rates being quoted for 

Mumbai suburbs were high and likely to be beyond the reach of many 

upper middle income families. Given the upcoming supply, we believe 

risks are on the downside for property prices. We believe developers will 

struggle to achieve volume growth if they do not offer lower ticket sizes. 

Indore - lot of development activity but not many people in sight 

We visited township sites of leading property developers including 

Parsvnath (PARV.BO, Neutral), Omaxe, Sahara and DLF (DLF.BO, Neutral) 

on the AB (Agra-Bombay) Bypass Road in Indore recently. With the 

exception of some plotted developments, construction work is yet to start 

on most sites. The sales agents we met flagged that the market is highly 

investor rather than end user driven. A broker we spoke with indicated that

some residential plot prices have fallen by about 20% in the past 3-4 

months. Given the upcoming supply and hardly any sign of life in the 

vicinity at present, we found it difficult to get enthused by what we 

witnessed. 

Sector sentiment likely to remain weak 

Feedback on the sector based on our interaction with Asia based investors 

over the past month has generally been bearish. In the absence of a 

correction in property prices and interest rate cuts, we believe end user 

demand will likely continue to languish. Further, we have doubts on the 

execution capabilities of some developers under our coverage. Unless the 

FY2008 results season that kicks off at the end of April provides some 

reassurance on volume growth and execution, we believe property stocks 

may struggle to perform in the near-term. 
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Mumbai: Property 2008 takeaways 

Over 50 developers and agents present at MCHI property fair. We visited Property 

2008 on April 18, the 12th Real Estate and Housing Finance Exhibition organized by the 

Maharashtra Chamber of Housing Industry (MCHI) at Bandra Kurla Complex, Mumbai. We 

visited the stands of a number of private and listed developers including Akruti City, Dosti, 

HDIL (HDIL.BO, Buy), Hiranandani, Kalpataru, Lodha, Mahindra Lifespace (MALD.BO, 

Neutral), Mantri, Neelkanth, Oberoi, Rustomjee and Sheth. 

Mumbai suburban prices appear high. As prospective buyers, most of the quotes we 

obtained indicated a cost of Rs6-Rs10 mn for a 2 bedroom, hall and kitchen (2 BHK) 

apartment. This does not include preferential location charges that can vary from Rs20-

Rs70 per floor rise, parking space (about Rs0.3 mn), stamp duty and registration and other 

infrastructure/maintenance charges. The prices appear high in our view, even without 

including other charges. With the exception of one developer that was offering a discount, 

we did not come across any offers such as free parking spaces, to tempt prospective 

buyers. Most agents we spoke with indicated that prices have appreciated since their 

projects were launched. Given the number of apartments coming up in suburbs such as 

Mulund and Thane, we believe property prices may struggle to appreciate in these areas. 

In fact, we believe developers will need to offer apartments at lower ticket sizes in order to 

attract buyers and stimulate volumes. 

Exhibit 1: Mumbai suburban prices appear high, in our view 

Property rates for selected projects on display at MCHI, Property 2008 

Company Location Type Area (sq ft) Base price (Rs/sq ft) Cost (Rs mn) Delivery
Hiranandani Glen Ridge, Powai 4 BHK 2,650 18,000 47.7 -
Rustomjee La Sonrisa, Matunga (E) 2 BHK 1,170 22,000 25.7 -
Dosti Flamingos, Parel-Sewri 2 BHK 1,250 14,500 18.1 -
Sheth Polaris, Goregaon (W) 2.5 BHK 1,245 11,000 13.7 Jun-09
Oberoi Splendor, Andheri (E) 3 BHK 987 12,500 12.3 2010
Dosti Acres, New Wadala 2 BHK 950 11,400 10.8 -
Rustomjee Elanza, Malad (W) 2 BHK 1,100 9,000 9.9 Mar-10
Sheth Ivy, Malad (E) 2 BHK 1,190 7,900 9.4 May-09
Sheth Grandeur, Borivali (E) 2 BHK 1,210 7,500 9.1 May-09
Kalpataru Ghatkopar (W) 2 BHK 1,028 8,200 8.4 Jun-09
Nirmal Lifestyle Mulund 2 BHK 981 7,200 7.1 2010
Hiranandani Chennai 3 BHK 1,900 3,400 6.5 2010
Kalpataru Siddhachal, Thane (W) 2 BHK 1,127 5,500 6.2 2008
Lodha Luxuria, Thane 2 BHK 1,044 5,859 6.1 2010
Kanakia Thane (W) 2 BHK 945 6,265 5.9 -
Rustomjee Thane (W) 2 BHK 1,100 4,770 5.2 2009
Kanakia Virar (W) 2 BHK - - 2.3 -
Dosti Vasai (W) 2 BHK - 1,400-1,800 - -

1. Area is super built up and approximate in some cases
2. Many projects are available in 2.5, 3 and 4 BHK formats; the area and cost will vary accordingly
3. Cost does not include preferential location charges, parking, stamp duty/registration and other infrastructure charges  

Source: Goldman Sachs Research. 

Affordability appears stretched, in our view. We believe that the affordability ratio 

(loan repayment/household income) appears high and it would be difficult for end users to 

buy at current price points in suburban Mumbai. We spoke with some bank 

representatives that were present at the exhibition and they indicated that it would be 

possible to take a loan out covering 85%-90% of the property value at an interest rate of 

10% and repayment term of up to 20 years. Even if we assume a gross annual household 

income of Rs1 mn (approximately Rs0.65 mn after tax), which we believe, is the cut-off for 

upper middle income families, the affordability ratio works out to 91% on a post-tax basis. 

The representatives we approached for a housing loan evaluated eligibility on a post-tax 
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basis and were comfortable lending to the extent that the post-tax affordability ratio does 

not exceed 50%-60%. 

Exhibit 2: Affordability appears stretched, in our view 

Loan duration (yr) 20
Loan portion 85%

2008E 2009E 2010E 2011E 2012E
Price (Rs/sq ft) 6,000 6,000 6,000 6,000 6,000
% yoy 0% 0% 0% 0% 0%
Size of house (sq ft) 1,000 1,000 1,000 1,000 1,000
Cost of house (Rs mn) 6.00 6.00 6.00 6.00 6.00
Loan portion (Rs mn) 5.10 5.10 5.10 5.10 5.10
Interest rate 10.0% 10.0% 10.0% 10.0% 10.0%
Monthly payment (Rs '000) 49.22 49.22 49.22 49.22 49.22
Annual income (Rs mn) 0.65 0.72 0.81 0.91 1.03
Income per capita yoy% 12.2% 11.2% 12.4% 12.4% 12.4%
Affordability (loan/income) 91% 82% 73% 65% 58%
Cost of house/income ratio 9.2 8.3 7.4 6.6 5.9  

Source: Goldman Sachs Research. 

Indore: Lot of development activity but not many people in sight 

Development activity along AB Bypass Road. We visited township sites of leading 

property developers including DLF (DLF.BO, Neutral), Parsvnath (PARV.BO, Neutral), 

Omaxe (NC) and Sahara (private) on the Agra-Bombay (AB) Bypass Road in Indore on April 

18. We also saw the location of Indiabulls’ Swadeshi Mills site where development is yet to 

commence. Stocks in our coverage universe that have exposure to Indore include 

Parsvnath (about 10% of land bank), Indiabulls Real Estate (INRL.BO, Sell) (3%) and DLF 

(1%). 

More of plots and retail than group housing and office. Apart from upcoming 

retail/commercial complexes within the city, most of the development is in the eastern 

outskirts of the city on AB Bypass Road. Developers like Parsvnath, Satya, DLF, Omaxe and 

Sahara seem to be offering a similar product in the area (mixed use township over 80-150 

acres). The proportion of plotted developments is much higher than group housing as the 

market is disposed towards independent houses over flats. There are about half a dozen 

malls being developed by both local and other developers, some within the city and some 

in the townships. 

Market appears investor rather than end user driven. We believe Indore is a highly 

investor driven market, especially as far as properties coming up along AB Bypass Road 

are concerned. The marketing agents we met indicated that over 80% of the properties in 

this belt are bought by the investors and the end user is likely to take an interest only after 

the properties are constructed in 2-3 years. Companies like DLF and Parsvnath have put a 

clause in their agreement that the buyer of a plot will have to start the construction within 

three years of delivery by the company. 

Some plot prices have corrected by about 20% in the past 3-4 months. We spoke 

with an independent broker who indicated that prices have fallen by roughly 20% in recent 

months for residential plots offered by local smaller developers. Average prices for plots 

are now Rs450-Rs700, some Rs100-Rs200 lower than the range 3-4 months ago. Average 

prices for a group housing project range between Rs1200-Rs1800. 

Parsvnath’s activities still at a nascent stage. We visited Parsvnath’s IT SEZ and 

township site. Parsvnath is planning to set up an IT SEZ for 40,000 professionals on 80 

acres. It is currently negotiating with various IT companies and is expecting to develop the 
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SEZ in 3-4 years although we did not get any visibility on potential tenants. Parsvnath is 

also developing a township in 175 acres adjacent to the SEZ with about 2,000 plots/ villas, 

1,000 flats and a retail mall (7 acres). Apart from plots, development activities for both the 

SEZ and township are at a very early stage, in our view. 

The sites of Parsvnath and other developers are about 12 km away from the Indore railway 

station and 17km from the airport on the western side of Indore. The developers are 

expecting end users to move to the outskirts for better living conditions and amenities 

over time. Construction work on upgrading the existing highway (NH3, Agra-Dewas-

Indore-Mumbai) to six lanes is in progress and should improve connectivity between the 

city and outskirts such as Dewas where companies including Ranbaxy and Tata are 

present. However, it may be a while before this will be ready. Based on the current 

infrastructure and hardly any signs of life on AB Bypass Road, it is difficult to imagine the 

area evolving into a thriving hub based on present form. 
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Reg AC  

I, Vishnu Gopal, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or 

companies and its or their securities. I also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific 

recommendations or views expressed in this report. 

Investment profile 

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and 

market. The four key attributes depicted are: growth, returns, multiple and volatility.  Growth, returns and multiple are indexed based on composites 

of several methodologies to determine the stocks percentile ranking within the region's coverage universe. 

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows: 

Growth is a composite of next year's estimate over current year's estimate, e.g.  EPS, EBITDA, Revenue. Return is a year one prospective aggregate 

of various return on capital measures, e.g.  CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g.  P/E, dividend 

yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.  

Quantum 

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 

in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets. 

Disclosures 

Coverage group(s) of stocks by primary analyst(s) 

Compendium report: please see disclosures at http://www.gs.com/research/hedge.html. Disclosures applicable to the companies included in this 

compendium can be found in the latest relevant published research. 

Company-specific regulatory disclosures 

Compendium report: please see disclosures at http://www.gs.com/research/hedge.html. Disclosures applicable to the companies included in this 

compendium can be found in the latest relevant published research. 

Distribution of ratings/investment banking relationships 

Goldman Sachs Investment Research global coverage universe 

Rating Distribution Investment Banking Relationships 

Buy Hold Sell Buy Hold Sell 

Global 28% 57% 15% 51% 44% 41% 

As of Apr 1, 2008, Goldman Sachs Global Investment Research had investment ratings on 2,975 equity securities. Goldman Sachs assigns stocks as 

Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for 

the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below. 

Price target and rating history chart(s) 

Compendium report: please see disclosures at http://www.gs.com/research/hedge.html. Disclosures applicable to the companies included in this 

compendium can be found in the latest relevant published research. 

Regulatory disclosures 

Disclosures required by United States laws and regulations 

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager 

or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-

managed public offerings in prior periods; directorships; market making and/or specialist role. 

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 

professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage. 

Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst 
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as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their households from serving as 

an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Distribution of ratings: See the 

distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if 

electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs website at 

http://www.gs.com/research/hedge.html. Goldman, Sachs & Co. is a member of SIPC.  

Additional disclosures required under the laws and regulations of jurisdictions other than the United States 

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws 

and regulations. Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 

Corporations Act. Canada: Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for, this research in Canada if and to the 

extent it relates to equity securities of Canadian issuers. Analysts may conduct site visits but are prohibited from accepting payment or 

reimbursement by the company of travel expenses for such visits. Hong Kong: Further information on the securities of covered companies referred 

to in this research may be obtained on request from Goldman Sachs (Asia) L.L.C. India: Further information on the subject company or companies 

referred to in this research may be obtained from Goldman Sachs (India) Securities Private Limited; Japan: See below. Korea: Further information 

on the subject company or companies referred to in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. Russia: 
Research reports distributed in the Russian Federation are not advertising as defined in Russian law, but are information and analysis not having 

product promotion as their main purpose and do not provide appraisal within the meaning of the Russian Law on Appraisal. Singapore: Further 

information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number: 

198602165W). United Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of 

the Financial Services Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies referred to 

herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a 

glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.  

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is 

available at http://www.gs.com/client_services/global_investment_research/europeanpolicy.html  

Japan: Goldman Sachs Japan Co., Ltd. Is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered 
with the Kanto Financial Bureau (Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and 
Financial Futures Association of Japan (FFJAJ). Sales and purchase of equities are subject to commission pre-determined with 
clients plus consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the 

Japanese Securities Dealers Association or the Japanese Securities Finance Company.  

Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as 

a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to 

a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage 

group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment 

recommendations focused on either the size of the potential return or the likelihood of the realization of the return.   

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 

with the price target.  Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in 

each report adding or reiterating an Investment List membership.  

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 

http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook 

on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the following 12 

months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The investment outlook over the 

following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook over 

the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.  

Not Rated (NR). The investment rating and target price, if any, have been removed pursuant to Goldman Sachs policy when Goldman Sachs is 

acting in an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended 
(RS). Goldman Sachs Research has suspended the investment rating and price target, if any, for this stock, because there is not a sufficient 

fundamental basis for determining an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for 

this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company. Not Covered (NC). 
Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The information is not available for display or is not applicable. 

Not Meaningful (NM). The information is not meaningful and is therefore excluded.  

Ratings, coverage views and related definitions prior to June 26, 2006 

Our rating system requires that analysts rank order the stocks in their coverage groups and assign one of three investment ratings (see definitions 

below) within a ratings distribution guideline of no more than 25% of the stocks should be rated Outperform and no fewer than 10% rated 

Underperform. The analyst assigns one of three coverage views (see definitions below), which represents the analyst's investment outlook on the 

coverage group relative to the group's historical fundamentals and valuation. Each coverage group, listing all stocks covered in that group, is 

available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html. 

Definitions 

Outperform (OP). We expect this stock to outperform the median total return for the analyst's coverage universe over the next 12 months. In-Line 
(IL). We expect this stock to perform in line with the median total return for the analyst's coverage universe over the next 12 months. Underperform 
(U). We expect this stock to underperform the median total return for the analyst's coverage universe over the next 12 months.  

Coverage views: Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group's historical 

fundamentals and/or valuation. Neutral (N). The investment outlook over the following 12 months is neutral relative to the coverage group's 
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historical fundamentals and/or valuation. Cautious (C). The investment outlook over the following 12 months is unfavorable relative to the coverage 

group's historical fundamentals and/or valuation.  

Current Investment List (CIL). We expect stocks on this list to provide an absolute total return of approximately 15%-20% over the next 12 months. 

We only assign this designation to stocks rated Outperform. We require a 12-month price target for stocks with this designation. Each stock on the 

CIL will automatically come off the list after 90 days unless renewed by the covering analyst and the relevant Regional Investment Review 

Committee.  

Global product; distributing entities 

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant 

to certain contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity research on 

industries and companies, and research on macroeconomics, currencies, commodities and portfolio strategy. 

This research is disseminated in Australia by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 897) on behalf of Goldman Sachs; in Canada by 

Goldman Sachs Canada Inc. regarding Canadian equities and by Goldman Sachs & Co. (all other research); in Germany by Goldman Sachs & Co. 
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Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States of America by 

Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in the United Kingdom and 

European Union. 

European Union: Goldman Sachs International, authorised and regulated by the Financial Services Authority, has approved this research in 

connection with its distribution in the European Union and United Kingdom; Goldman, Sachs & Co. oHG, regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht, may also be distributing research in Germany. 
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