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Property tour re-affirms key theme – volumes to drive growth 

Property tour offered key insights across three regions 

We recently visited Delhi-NCR, Bangalore, and Mumbai as a part of our GS 

India Property Tour. We visited about 25 sites in various stages of 

completion, met with management teams and property consultants, and 

made the following broad industry-wide observations. 

Residential absorption, not pricing, will drive growth 

As we had highlighted in our November 8, 2010 report, “On firm ground, 

prefer volume-led growth; Buy HDIL (on CL), INRL,” we believe that 

property prices in pockets of Delhi-NCR and Mumbai in particular seem to 

have peaked, and we expect limited further price appreciation. Prices in 

Bangalore have remained fairly stable, but further appreciation should be 

held in check by high supply potential. We observed higher price inflation 

in city-centre properties during our tour. We are forecasting a modest 5% 

price appreciation in our models, but are forecasting volume growth to be 

more robust. 

Renewed execution focus yielding results 

We have seen marked improvement in execution by most real estate 

developers, and project delays have reduced. In our meetings with various 

management teams, most developers emphasized their focus on 

execution, and this increased construction activity was fairly apparent in 

our site visits as Exhibits 1-14 demonstrate. We observed the largest 

increase in activity in Unitech projects on a yoy basis. 

Sales strategies being influenced by construction cost inflation  

Most developers highlighted margin risks being posed by rising material 

and labor costs. In addition to rising labor costs, availability is also 

becoming an issue as the faster pace of execution has resulted in greater 

competition to attract labor. Companies such as DLF, Sobha, and 

Puravankara indicated the need for gradual selling to protect margins in an 

inflationary environment. We believe that the availability of skilled labor 

could be a potential risk factor in the execution progress demonstrated by 

some companies. 

Commercial leasing still low, but green-shoots visible 

While commercial vacancy remains high, we believe that leasing could 

improve in select micro-markets, particularly for retail leasing. 
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Ticker Rating 12‐mo 

TP (Rs)

Current 

Price 

(Rs)

Potential 

upside/ 

(downside)
HDIL.BO Buy* 360        215      68%

INRL.BO Buy 248        160      55%

DLF.BO Neutral 378        321      18%

UNTE.BO Neutral 87           66        33%

SOBH.BO Neutral 360        332      9%

Ticker FY12E 

RNAV

Premium/

Discount 

to RNAV

FY12E 

BVPS

Premium/

Discount to 

BVPS
HDIL.BO 480     ‐55% 252    ‐15%

INRL.BO 310     ‐49% 238    ‐33%

DLF.BO 378     ‐15% 171    88%

UNTE.BO 87       ‐24% 50      31%

SOBH.BO 451     ‐26% 219    52%
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Property tour key takeaways 

We recently visited Delhi-NCR, Bangalore, and Mumbai over five days and saw 

developer sites including Unitech, DLF, Jaypee Infratech, Emaar MGF, Sobha, Prestige 

Projects, Puravankara, Indiabulls, Lodha Developers, Godrej Properties, and Oberoi. 

We also met with property consultants.  

Residential: Good construction activity across most locations 

NCR 

 We observed finishing activity across delayed projects in Gurgaon. Unitech has started 

delivery of The Close, Nirvana County (launched in FY2005), while DLF will start 

delivery of Park Place (3.8 mn sq. ft.) and Belaire (1.8 mn sq. ft) in three to four quarters 

(launched at the end of FY2007). PropEquity indicated that the average delay time 

across its projects is 8.4 months. 

 We observed considerable price appreciation of 40+% across various locations in 

Gurgaon, which is partly driven by its rerating as a preferred destination for business 

in the North. There was heavy incoming traffic from Delhi in the morning, indicating 

Gurgaon has become important commercial destination in Gurgaon. 

 There has been greater price inflation in city-centric properties such as DLF Magnolias. 

Secondary pricing has now increased more than 50% to about Rs14,000/sq. ft., 

indicating some pricing convergence in South Delhi. 

 We saw healthy progress in “Unitech Residences,” with structures nearing completion 

within 12 months. Unitech indicated it will deliver this project significantly ahead of 

schedule. Parking is being provided in a separate building, preventing the need for 

basement construction, thus saving on time and reducing construction costs. 

 DLF indicated that secondary pricing in most micro-markets is now either similar to or 

higher than primary pricing. 

 DLF management stated that the success of affordable housing depends on its ability 

to lower costs. Management further stated that significant cost pressures are due to 

higher cement/steel prices and shortage of labor. 

 The inflationary environment necessitates the need for gradual selling to protect 

margins. 

 DLF plans to launch a 100-acre gated community with a saleable area of 2.5 mn sq. ft. 

and all-inclusive l pricing of about Rs50,000/sq. yd in our estimate. DLF intends to 

provide full power back-up and expects gross margin of around 75% with delivery over 

18 months. 

Bangalore 

 Sobha Developers indicated that residential demand recovery started in 4Q2009, and 

most developers have seen volume as well as pricing growth. Pricing growth is driven 

by better product mix and about a 10% increase in selling prices. 

 Sobha indicated that land prices have started to rise after a gap of three years. 

 Sobha management indicated that there currently are limited secondary sales and the 

speculative market is virtually absent. Low pre-sales also mean that new projects are 

taking two to four quarters to become cash-flow neutral.  
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 Various management teams are indicating an increase in construction costs by 15+%, 

driven primarily by an increase in cement costs. 

 Puravankara Projects (PPL) indicated it is trying to mitigate risks by reducing 

construction costs. For its affordable housing projects, contracts were awarded at 

Rs928/sq. ft. for Chennai (BL Kashyap, material cost risk borne by PPL) and Rs1,030/sq. 

ft. for Bangalore (JMC Projects, limited risk of material costs inflation). PPL indicated 

that not having a basement reduces construction costs by Rs250/sq. ft. 

 Most companies indicated a large launch pipeline, including Sobha (12 mn sq. ft.) and 

Puravankara Projects (8.5 mn sq. ft.). We expect completions in Bangalore to drop 

sharply after mid-2011, as there have been very few launches since early 2008.  

 Nitesh Estates indicated the need to maintain properties, especially for new developers 

in the market, as good-looking properties help establish a brand name. 

 We observed large price increases in Central Bangalore versus moderate price 

increases in most surrounding locations. Prestige Estates has launched 8,500 sq. ft. 

apartments in Central Bangalore at a pricing of Rs22,000+/sq. ft. as compared with 

pricing between Rs3,000 – Rs6,000 / sq.ft. in the surrounding neighbourhoods.  

Mumbai 

 We observed a desire to extract better pricing than to reduce inventory in most 

locations. 

 We also saw rapid price inflation across most locations, with pricing in Dombivili (40 

km from Nariman Point) at Rs3,000+/sq. ft. 

 There are a large number of new launches in the US$2+ mn segment. We saw initial 

construction progress in sites being developed by DB Realty and Indiabulls Real Estate. 

 The HDIL slum rehabilitation site at Kurla has made great progress, and investors liked 

the quality of showcase apartments.  

Commercial: Some new launches indicate continued stabilization 

 Commercial remains a low area of focus for most management teams, with limited 

new activity.  

 DLF indicated that the rental scenario is improving in a few locations such as Gurgaon, 

and that selective rental recovery could in six months. 

 Prestige Estates plans to start construction of six towers in city-centric locations and 

expects rental rates of Rs70/sq. ft.-Rs100/sq. ft. 

 Phoenix Mills indicated that the average monthly revenue for its mall is Rs1,700/sq. ft. 

 Indiabulls has leased space in Elphinston Towers to Deloitte Consulting and Yes Bank. 

Private sector initiatives aiding real estate development 

We see some real estate companies now helping infrastructure development, especially if 

the company has a substantial interest in the development of a particular area in order to 

increase connectivity and thereby its selling prices. 

 DLF plans to invest Rs1.5 bn in a Rs3 bn road that would make the connection between 

the Delhi-Gurgaon Expressway and Golf Course Road signal-free. 

 DLF plans to hold a 30% stake in intra-Gurgaon metro, with DLF’s contribution being 

land. 
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 BPTP has constructed a small bridge over Yamuna canal, aiding development of the 

area adjoining the bridge. 

 Jaypee Infratech Expressway has opened new development areas between Noida, 

Greater Noida and Agra. 

 Lodha Group plans to increase the frequency of trains between its project near 

Dombivali and Dobivali station. 

Some of the sites we visited 

Exhibit 1: DLF – Magnolias 
DLF Phase V, Gurgaon 

 

Exhibit 2: DLF – Belaire 
DLF Phase V, Gurgaon 

 

Source: Company data, Goldman Sachs Research. 
 

Source: Company data, Goldman Sachs Research. 

Exhibit 3: Unitech – Residences 
Gurgaon 

 

Exhibit 4: Unitech – The Close (North) 
Gurgaon 

 

Source: Company data, Goldman Sachs Research. 
 

Source: Company data, Goldman Sachs Research. 
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Exhibit 5: Unitech Golf & Country Club (Unitech Grande)

Noida Expressway 

 

Exhibit 6: Sobha – Chrysanthemum 

North Bangalore 

 

Source: Company data, Goldman Sachs Research. 
 

Source: Goldman Sachs Research. 

Exhibit 7: Sobha – Chrysanthemum 

North Bangalore 

 

Exhibit 8: Phoenix – Market City 

Whitefield, Bangalore 

 

Source: Company data, Goldman Sachs Research. 
 

Source: Goldman Sachs Research. 



December 6, 2010  India: Real Estate 
 

Goldman Sachs Global Investment Research 6 

Exhibit 9: Prestige Shantiniketan – Office Building 

Whitefield, Bangalore 

 

Exhibit 10: Prestige Shantiniketan – Residential Complex

Whitefield, Bangalore 

 

 

Source: Goldman Sachs Research. 
 

Source: Goldman Sachs Research. 

Exhibit 11: DB Realty – Orchid Crown 
Prabhadevi, Mumbai 

 

Exhibit 12: DB Realty – Orchid Turf View 
Mahalaxmi, Mumbai 

 

Source: Goldman Sachs Research. 
 

Source: Goldman Sachs Research. 
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Exhibit 13: Indiabulls – One Indiabulls Centre 

Lower Parel, Mumbai 

 

Exhibit 14: Indiabulls Sky 

Lower Parel, Mumbai 

 

Source: Goldman Sachs Research. 
 

Source: Goldman Sachs Research. 
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Reg AC 

I, Puneet Jain, 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) 

Puneet Jain: India Property. 

India Property: DLF, Housing Development & Infrastructure, Indiabulls Real Estate Limited, Sobha Developers, Unitech. 

Company-specific regulatory disclosures 

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and companies 

covered by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: DLF (Rs306.55), Housing 

Development & Infrastructure (Rs203.25) and Indiabulls Real Estate Limited (Rs148.65) 

Goldman Sachs had an investment banking services client relationship during the past 12 months with: DLF (Rs306.55) 

There are no company-specific disclosures for: Sobha Developers (Rs324.15) and Unitech (Rs64.05) 

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 30% 54% 16% 50% 43% 37% 

As of October 1, 2010, Goldman Sachs Global Investment Research had investment ratings on 2,845 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. 

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; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a 

market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities. 

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. 
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Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst 
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. Non-U.S. Analysts: Non-U.S. analysts may 

not be associated persons of Goldman Sachs & Co. and therefore may not be subject to NASD Rule 2711/NYSE Rules 472 restrictions on 

communications with subject company, public appearances and trading securities held by the analysts.  

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.  

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 & Co. 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 the Russian legislation, but are information and analysis not having product 

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

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

198602165W). Taiwan: This material is for reference only and must not be reprinted without permission. Investors should carefully consider their 

own investment risk. Investment results are the responsibility of the individual investor. 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 which states the European Policy for Managing Conflicts of 

Interest in Connection with Investment Research.  

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 

(FFAJ). 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 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 for this stock, because there is not a sufficient fundamental basis for 

determining, or there are legal, regulatory or policy constraints around publishing, 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.  

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 & Partners Australia Pty Ltd (ABN 21 006 797 897) on behalf of Goldman Sachs; in Canada by Goldman Sachs & Co. 

regarding Canadian equities and by Goldman Sachs & Co. (all other research); in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman 

Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul 

Branch; in New Zealand by Goldman Sachs & Partners New Zealand Limited on behalf of Goldman Sachs; in Russia by OOO 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.  
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European Union: Goldman Sachs International, authorized 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 distribute research in Germany. 

General disclosures 

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 

consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as 

appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large 

majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have 

investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research 

Division. Goldman Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org). 

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 

proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our 

proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views 

expressed in this research. 

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, 

act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.  

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 

appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 

may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 

Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments. 

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 

Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at 

http://www.theocc.com/about/publications/character-risks.jsp. Transactions cost may be significant in option strategies calling for multiple purchase 

and sales of options such as spreads. Supporting documentation will be supplied upon request.  

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites.  Not all 

research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 

research by third party aggregators. For all research available on a particular stock, please contact your sales representative or go to 

http://360.gs.com. 

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 

10282. 
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