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Glossary 

Absorption
Area transacted during the period (in this case, it is monthly). This includes properties launched earlier and during the period.

New launches
Aggregate of area launched during the period and offered for sale. This does not include projects where work has commenced, but not offered for sale.

Inventory
Total supply available for sale at the end of the period, which includes supply from existing and newer launches.pp y p pp y g

Inventory in months of sales is calculated by dividing inventory by average absorption during the past three months. While others take absorption for the
respective month as the denominator; we considered the average of the past three months to avoid monthly cyclicality. Thus, if we assume that the
absorption will continue as per the current trend, how many months will it take to absorb the current supply? The answer is lower the better for price
sustainability or rise; however one needs to read it in conjunction with the historysustainability or rise; however, one needs to read it in conjunction with the history.

Inventory at the end of the period
Inventory in months of sales     =

Average of three months absorption including the month under observation

Note:

1 The data collection and filtration in real estate takes 1 ½ 2 months The current period mentioned in the report is October 20111. The data collection and filtration in real estate takes 1 ½ - 2 months. The current period mentioned in the report is October 2011.

2. Mumbai includes MMR, Navi Mumbai and Thane

3. NCR includes New Delhi, Gurgaon, Noida and Greater Noida

1



Summary 

High level of absorption witnessed in Bengaluru; unlike other cities where it is seeing downtrend

Mumbai with the danger of sharp increase in inventory on the back of several new launches is poised for

property price correction

In NCR, Gurgaon and Noida are stronger markets compared to Greater Noida which has high level of

inventory and slow pace of absorption

Bengaluru continues to be the strongest property market in India; high level of absorption is the key to

avoid price correctionavoid price correction

New Delhi has very low inventory; marginally above 2msf, no price correction expected

New launches have declined across the markets excluding Bengaluru

Absorption in Pune is following Mumbai property market trend; price correction expected unless the pace

f l h i lof new launches remain slow

Reasonable absorption level and the slower pace of new launches will help Chennai property prices to

stabilise at the current levelsstabilise at the current levels
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City-wise analysis 

Absorption in NCR at 10msf has reduced considerably from 15-20msf witnessed six months back. However, it is significantly higher than the lows of
3-5msf attained in 2008-09.

The dearth of investor demand has pushed new launches to as low as 8msf, compared to 20-25msf a year back. We do not see any possibilities of this
demand coming back in the next six months primarily owing to high property prices and the uncertain economic scenario which will in turn keep a check on

NCR

demand coming back in the next six months, primarily owing to high property prices and the uncertain economic scenario which will in turn keep a check on
new launches.

The inventory level at 132msf is higher than other cities; however, it has come down from the peak of 150msf in 2010, due to the slower pace of newer
launches. Inventory in months of sales at 12 is higher than the two years average of 9, which is a concern.

In nutshell, inventory level at 132msf is high and in months of sales. It is at 12, higher than the two years average of 9 months. However, a micro analysis
suggests that the Gurgaon and Noida markets are well placed with just seven months of sales each. New Delhi has an inventory as low as 2.3msf and being
land scarce region, doesn’t have pressure on price. Greater Noida has seen new launches at an aggressive pace, but without adequate absorption. We
believe Greater Noida is set to witness sharp price correction, which is unlikely for Gurgaon, Noida and New Delhi.

Absorption has been declining since November 2010; absorption at 6msf is at its 25-month low.

Mumbai

New launches at 4.5msf less than half on YoY basis; however, launches can jump up sharply, if the approvals are back on track.

Even though new launches have reduced considerably, the reducing absorption level has kept inventory levels at 99msf. The inventory in months of sales
is 16 doubled from 8 in September 2010. Though the inventory level has not increased since the past 20 months, considering large number of projects
awaiting approvals, this figure can go up sharply. This is not a good sign for Mumbai property prices.

In nutshell inventory level is currently at a manageable level; however several projects are awaiting approvals for launch In case the approval processIn nutshell, inventory level is currently at a manageable level; however, several projects are awaiting approvals for launch. In case the approval process
fastens, there will be a sudden rise in the inventory, which will push the developers to reduce the property prices. The saviour is considerable improvement
in absorption, which seems unlikely at the current property price levels.
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City-wise analysis Cont.

Absorption in Bengaluru remains healthy; average for the past one-year is more than 6msf per month.

New launches were the least in past one-year. 4msf of new launches compared to monthly average of 7msf for the past one-year.

Inventory level maintained at 80msf, high but not alarming. Inventory level in months of sales is at 15, within the range of 13-15 for past 12 months.

Bengaluru

y , g g y , g p

In nutshell, even after series of launches, high absorption has helped inventory level to keep in check. While absorption at ongoing rate and slower pace of
new launches can keep the prices stable or help them to rise, a weak quarter in terms of absorption can push the inventory level higher and result in price
correction.

Absorption in Pune seems to follow absorption trend in Mumbai. Absorption in October 2011 is 3msf; at 23 months low.

New launches have declined considerably since beginning of the current calendar year. From the peak of 8msf in January, it has come down to as low as
2msf.

Pune

Inventory level declined from 61msf in January 2011 to 48msf in October 2011. This is not due to high demand but due of lack of new launches. The
inventory in months of sales has started rising back. From the low of 11 in June, it has risen to 15.

In nutshell, Pune seems to follow Mumbai real estate market and we believe it is facing the same problem of possibility of sharp jump in new launches. The
market may witness property price correction unless developers time their launches in such a manner that not many properties hit the market at the same
time (this is unlikely scenario as most of the developers are keen to monetise their assets at the earliest)time (this is unlikely scenario, as most of the developers are keen to monetise their assets at the earliest).

Absorption in Chennai has come down to 3msf from 5msf six months back; however, it is still much above the level of 1-1.5msf it witnessed two years ago.
Absorption in October was at a respectable level of 3msf, considering the city’s appetite.

Chennai

New launches have reduced considerably due to lack of approvals from government authorities. Launches in the past three months together were as low
as 5msf, which is lower than the average monthly launch a few months back.

The slower pace of new launches and reasonable absorption levels have reduced the inventory level to 32msf from 41msf six months back. Inventory in
months of sales is also at a manageable level of 12.

I t h ll th it i ll l d d t t th t i th t Sl f l h bi d ith bl d d hIn nutshell, the city is well placed compared to most other metros in the country. Slower pace of new launches combined with reasonable demand has
managed the property prices to stabilise at current levels and we don’t see possibilities of significant property price correction here.
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City-wise analysis Cont.

Absorption
(msf)

New 
launches

(msf)

Inventory
 (msf)

Inventory in 
months of sales

Our view
(msf)

NCR 10 8 132 12 Gurgaon and Noida better 
placed than Greater Noida

Hi h ibiliti f i
Mumbai 6 5 99 16

High possibilities of price 
correction if approval process 
for new launches fastens

Bengaluru 6 4 80 15 High inventory; prices can Bengaluru 6 4 80 15
correct if absorption drops

Pune 3 2 48 15
High possibilities of price 
correction if pace of new 
launches increase

Chennai 3 1 32 12
Stable market with low 
volumes and least possibilities 
of price correction

Source : PropEquity, SSL
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Absorption

NCR M b i B l
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Except Bengaluru, all other markets have seen sharp decline in absorption. 
Bengaluru maintained high level of absorption on the back new launches.
Mumbai has seen the worst reduction in absorption; from 18msf in November 2010 to 6msf in October 2011, registering a 25 months low.

Source : PropEquity, SSL

Absorption trend in Pune is following Mumbai, though with a marginal lag.
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New Launches

NCR M b i B l
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Except Bengaluru, all other markets have seen drastic reduction in new launches.
Series of new launches in Bengaluru witnessed due to strong and sustained demand from IT industry and reasonable festive demand.
Pace of new launches in Mumbai and Chennai is low primarily due to the lack of regulatory approvals.

Source : PropEquity SSL

Lack of investor demand has pushed back new launches in NCR.
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Inventory

NCR M b i B lNCR                                               Mumbai                                             Bengaluru
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Inventory in Bengaluru has risen sharply due to series of new launches.
The dearth of new launches helped Pune and Chennai to reduce high inventory levels.
Inventory level in Mumbai still at high levels; can be much higher once regulatory approval process fastens

Source : PropEquity, SSL

Inventory level in Mumbai still at high levels; can be much higher once regulatory approval process fastens.
NCR witnessing high inventory level, due to aggressive launches in Greater Noida.
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Inventory in Months of Sales

NCR M b i B l
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Mumbai with inventory of 15 months of sales is at the worst position among all; price correction is expected. 
Despite higher inventory levels at Bengaluru, inventory in months of sales is at a stable level of 15; thanks to healthy absorptions.
Gurgaon and Noida are at comfortable level with seven months of inventory; Greater Noida with 64 months of sales is in dangerous position

Source : PropEquity, SSL

Gurgaon and  Noida are at comfortable level with seven months of inventory; Greater Noida with 64 months of sales is in dangerous position
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Key to investment Ratings 

Guide to the expected return over the next 12 months. 1=BUY (expected to give absolute returns of 20 or more percentage points); 2=ACCUMULATE/ADD (expected 
to give absolute returns between 10 to 20 percentage points); 3=REDUCE (expected to give absolute returns between 0 to 10 percentage points); 4=SELL (expected 
to give absolute negative returns)  
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document. The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a 
guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions 
and may be subject to change without notice. SBICAP Group does not provide tax advise to its clients, and all investors are strongly advised to consult regarding any potential investment. SBICAP Group and its affiliates 
accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value 
or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including 
those involving futures, options, and other derivatives as well as non-investment grade securities give rise to substantial risk and are not sui for all investors. Please ensure that you have read and understood the current risk 
disclosure documents before entering into any derivative transactions.  
This report/document has been prepared by the SBICAP Group based upon information available to the public and sources, believed to be reliable. Though utmost care has been taken to ensure its accuracy, no 
representation or warranty, express or implied is made that it is accurate or complete.  SBICAP Group has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although 
its accuracy and completeness cannot be guaranteed. SBICAP Group endeavors to update on a reasonable basis the information discussed in this document/material, but regulatory, compliance or other reasons may 
prevent us from doing so. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell the clients when opinions or information in this report change. 
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not be reproduced, transmitted or published by the 
recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to the public used by the public media without the express written consent of SBICAP Group. This report or 
any portion hereof may not be printed, sold or distributed without the written consent of SBICAP Group. Neither this document nor any copy of it may be taken, transmitted or sent  into the United States,  Canada,  Japan or 
to any U.S. persons or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. The distribution of this document in other jurisdictions may be restricted 
by law, and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions. Failure to comply with this restriction may constitute a violation of U.S., Canada or 
Japanese securities laws. Neither SBICAP Group nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or 
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