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India property 
Mumbai – Deal signals new high  
Event 

 Mumbai’s biggest unlisted real estate developer, Lodha Group, won a land 

parcel of 5.74 acres in Wadala, Mumbai for ~Rs57bn. This is not only an all-

time high price for Wadala region, but one of the largest land deals in India. 

 We believe developers are signalling: 1) confidence is back as developers are 

ready to get into capital intensive projects, and 2) recent all-time high 

apartment prices are likely to sustain in the medium term. 

 We believe Orbit and HDIL are the best near-term plays on Mumbai property 

prices, while HPCL and BPCL could be longer-term outperformers. 

Impact 

 Lodha land deal – setting a new benchmark. Lodha has acquired a 

saleable area of ~7.4m sqf in Wadala, Mumbai region at a cost of Rs7,700 psf 

as it shall pay Rs57bn over 5 years. The deal has been struck at a large 

premium to recent transactions. The land costs 57% of the price of finished 

apartments currently being sold compared with 35%-42% for the other land 

transactions in recent times in Mumbai region (see Fig 2).  

 Signalling high prices. In order to earn a pre-tax margin of around 35% 

(industry range of 35-45%), the company would have to sell the finished 

product at ~20% above the current levels (see Fig 3&4). Even the 2
nd

 and 3
rd

 

highest contender bid at a price ~10% higher than recent levels. We believe 

that these developers’ commitment to get into high-cost, capital-intensive 

projects signals that they do not expect significant volume or price declines in 

the medium-term. 

 Current depleted sales inventory assist high near-term prices…Though 

prices have crossed 2008 levels (see Fig 5-8), our channel checks suggest 

that the sales inventory for most of the developers are at reasonably low 

levels due to fewer recent launches. Demand remains reasonable even 

though it is off recent peaks. Recently, HDIL residential project launch in 

Western Suburbs of Mumbai was sold out within a day. We believe that 

depleted sales inventory provides a cushion against risk of volume decline.  

 …but in the longer term, over-supply concerns remain. Longer-term there 

are large land banks in Mumbai that should be monetised eventually. These 

are as large as 1/20
th
 of Greater Mumbai. Key ones include NTC Mills (~100 

acres), HPCL (~340 acres), BPCL (~460 acres), RCF (~800 acres), Godrej 

group (~2,500 acres of which a large portion may be protected mangroves), 

Raymond (124 acres) This oversupply shall eventually force down the current 

scarcity premium driven prices.  

Outlook 

 We believe Orbit, HDIL and DB Reality are the best plays on strong Mumbai 

property prices given their high local exposure (see Fig 9). But in the longer-

term BPCL and HPCL, could become multi-baggers, as we conservatively 

estimate that their land banks provide an upside of Rs552/share and 

Rs445/share, respectively, which the market does not appear to be factoring-

in currently (see Fig 10).
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Land acquisition by Lodha group – setting a new benchmark 

Lodha group got ~7.4m sqf of saleable area in Wadala, Mumbai at a price of around Rs7,700 psf or 

Rs57bn including the interest cost. The company needs to pay this amount in next five years. The 

company is planning to fund the first tranche of ~Rs4bn through internal accruals whereas for the 

rest of the tranches project should be self sustainable. Lodha is planning to launch the project in the 

next six months, as the number of approvals required to commission this project would be far lesser 

than any normal project. The company plans to complete this project in next 5-7 years.   

Fig 1 Map showing location of land parcel being awarded to Lodha 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: MMRDA, Macquarie Research, May 2010 

 

The Lodha deal is clearly on the higher side as the land acquisition cost for Lodha stands at 

Rs7,700psf, which as a percentage of current ongoing sales price is at around 57% compared to 

35%-42% for few of the other land transactions happened in recent times in Mumbai region. 

  

Lodha has been 

awarded ~7.4m 

sqf of saleable 

area at a cost of 

Rs57bn. The 

land parcel is 

located at the 

end of south 

Mumbai. 

RCF, BPCL, 

HPCL hold 

around 1600 

acres.  



 

Macquarie Research India property 

3 June 2010 3 

Fig 2 Lodha land deal – a recent high 

Buyer  Wadhwa Group Sheth developer Lodha Group 

Seller  Hindustan 
Composites Ltd 

GTC MMRDA 

Area  Ghatkopar - 
Eastern suburbs 

Ville Parle - 
Western suburbs 

Wadala - Central 

Acquisition date  Jan-10 Feb-10 May-10 
Total land parcel (acres) 18.18 14.00 22.50 
Developable area (acres) 18.18 14.00 5.74 
Developable area (sqf) 791,921 609,840 250,000 
FSI (x) 1.33 1.33 19.8 
Saleable Area (m sqf) 1.05 0.81 4.95 
Loading (assumed)  50% 50% 50% 
Saleable area (post loading) (m sqf) 1.58 1.22 7.43 
Land acquisition cost (Rs bn) 5.71 5.91 57.23 
Land acquisition cost/acre (Rs bn/acre) 0.31 0.42 2.54 
Land acquisition cost/saleable sqf (Rs/sqf of 

saleable area) 
                                          

3,614  
                            

4,858  
                               

7,708  
     
Current ongoing rate in the area  8700 13500 13500 
Land cost/sales price  41.5% 36.0% 57.1% 

Source: Company data, Macquarie Research, June 2010 

This transaction clearly shows that the developers, which were avoiding new capital intensive 

projects in last one year, are again ready to add on to their assets. This could be well evidenced by 

the fact that the same land parcel auction faltered last year due to poor response from the 

developers, in our opinion. But this year, out of the 14 interested developers, the winning bid came in 

at around 100% above the reserve price followed by bid of 75% and 68% above the reserve price 

being quoted by two of the other developers. 

Developers’ signalling high prices  

Land deals have been at a premium, and to maintain a sustainable pre-tax margin of around 35% 

(which is still at the lower side of industry average of around 35-45%), the company will have to sell 

the project at around 20% above the current ongoing rate. Also, the price that the 2
nd

 and 3
rd

 highest 

bidder was ready to pay implies that they are expecting a price rise of around ~10%. We believe that 

depleted sales inventory provides a cushion against risk of volume decline. 

Fig 3 Developers signalling high prices 

Developer's name  Lodha Sunteck IBREL 

  Winning bid 2nd highest bid 3rd highest bid 
Land acquisition cost (Rs/sqf of saleable 

area) 
7,708 6744.3 6474.5 

Construction cost (assumed) * (Rs/sqf of saleable 
area) 

3,000 3,000 3,000 

Development cost (Rs/sqf of saleable 
area) 

10,708 9,744 9,475 

Sustainable pre-tax margin  (%) 35% 35% 35% 
Sales price at sustainable margin (Rs/sqf) 16,473 14,991 14,576 
Current ongoing sales price (Rs/sqf) 13,500 13,500 13,500 
Upside to current sales price (%) 22.0% 11.0% 8.0% 

Note *: We have assumed construction cost for Lodha project to be Rs3,000 psf against Orbit and IBREL premium 
residential projects construction cost of Rs4,500 to Rs6,000 psf   

Source: Company data, Macquarie Research, June 2010 
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Fig 4 Property prices (of finished product) in Wadala and nearby area 

 Area Sales price 
(Rs psf) 

Project 
completion 

Type of project 

Dosti Acres Wadala 18,000 Existing Modest size, mid-market complex 
Bhakti Park Wadala 14,000 Existing Modest size, mid-market complex 
Emgee Greens Wadala 12,000 Ready possession Small, mid- market 
Unitech Parel Residences Parel 12,500 ~2 years Single building, mid-market 
Ashoka Gardens Sewri 22,000 ~1 year Modest size, premium complex 
Dosti Flamingo Sewri 23,000 Exiting Modest size, premium complex 
     
Note: The prices are list prices quoted by developers, before discount 

Source: Company data, Macquarie Research, June 2010 

 

Though prices have crossed 2008 levels, our channel checks suggest that the sales inventory for 

most of the developers are still at reasonably low levels primarily due to stronger demand and fewer 

launches in recent time. Recently, HDIL launched its residential project in Western Suburbs of 

Mumbai and the project was sold out within a day. We believe that lower sales inventory provides a 

cushion against volume decline risk and would allow the developers to, if not increase, hold the 

prices in the near term. 

Fig 5 Property prices in south Mumbai  Fig 6  Property prices in western suburbs 

 

 

 
Source: Mumbaipropertyexchange.com, Macquarie Research, June 2010  Source: Mumbaipropertyexchange.com, Macquarie Research, June 2010 

Fig 7  Property prices in eastern suburbs  Fig 8  Property prices in central Mumbai 

 

 

 
Source: Mumbaipropertyexchange.com, Macquarie Research, June 2010  Source: Mumbaipropertyexchange.com, Macquarie Research, June 2010 
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We believe that the best way to play on strong Mumbai property prices would be through IBREL, 

HDIL, DB Reality and Orbit which have significant presence in Mumbai region.  

Fig 9  Developer's total land proportion in Mumbai 

 

Source: Company data, Macquarie Research, June 2010 

 

In the longer term, oversupply concerns remain. Longer-term there are large land banks in 

Mumbai that should be monetised eventually. These are as large as 1/20
th
 of Greater Mumbai. Key 

ones include NTC Mills (~90 acres), HPCL (~340 acres), BPCL (~460 acres), RCF (~800 acres), 

Godrej group (~2,500 acres of which a large portion may be protected mangroves), Raymond (124 

acres) This oversupply should eventually force down the current scarcity premium driven prices.  

In the longer-term BPCL and HPCL, could become outperform as we conservatively estimate that 

their land banks provide an upside of Rs552/share and Rs445/share, respectively, which the market 

does not appear to be factoring-in currently (see Fig 10). 

 

Fig 10 Significant upside to BPCL and HPCL 

Buyer  BPCL HPCL 

Area  Chembur, (Eastern 
suburbs) 

Chembur, (Eastern 
suburbs) 

Total land parcel (acres) 460 340 
Developable area (m sqf) 20.0 14.8 
FSI (x) 1.3 1.3 
Loading (assumed) (%) 50% 50% 
Saleable Area (m sqf) 40.0 29.5 
Land sales price (assumed)* (Rs sqf) 5000.0 5000.0 
Land sales price (Rs bn) 199.9 147.7 
Current sales price (Rs/share) 573.0 366.0 
Upside to Share price (Rs/share) 552.1 445.7 
Note: HPCL and BPCL land sales in Chembur/Wadala area should happen at large premium to Ghatkopar land sales of 
Rs3,850 psf. Chembur/Wadala is on the fringes of Mumbai City, while Ghatkopar is in the distant eastern suburbs (see 
Fig).  

Source: Company data, Macquarie Research, June 2010 
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