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PERSPECTIVES i

eal estate boom?

SUDHIR YOHRA
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DELHI

THE year 2006 has seen an apparent

real estate boom. Tuse the word “ap-
parent” very consciously because all
the economic indicators point to a situa-
tion whereIbelieve the realty myth hasal-
ready reachedits peak, and is all set to cor-
rectitselfin 2007.
The Reserve Bank of India (RBI) has al-
ready rung its warning

appreciated sharply over the last few years. Rising
s suggest ways of increasing urban land supply.

the realty boom is to do with building up
second homes for the urban rich. Whether
this second home is a great idea or not is
evident from the fact that earnings {rom
real estate have reduced toabout4- 5 % of
capital cost, and cost of money is up to
about 10%.

How long can such an illogical scenaria
exist is anyone’s guess, but the fact that
same of the larger real estate companies
are now trying to ride the IPO boom t0
mop up funds from the public (even
though their asset bases are suspect) s an-
other sign to watch out

bell. The increasein Cash
. Reserve Ratio (CRR) has
ledto anincrease ininter-
estrates. Besides, the REI
has, through various ad-
visories issued over the
. past few months, warned
banks from putting too
much money into the
sector, While some sea-
soned players like the
HDFEC— one of the oldest
agencies i the sector -—
have taken the yellow
card seriously, others may
not have.
The hard fact is that

Only the good

for. If the recent press re-
ports are any indication,
the capital market regula-
tor Sebi is tightening up
its norms for Realty IPOs
and has put together a
credible team for the job.

The lack of a real estate
regulator is not helping
the illusion either. The
path is familiar —in tele-
com, in civil aviation, and
in banking, the market
opened up first, and the
regulators followed. An
unfortunate fact of the
way our economy has

there are enough land re- : been unbound, but nev-
courses availeble to stories traUEL ertheless true.

house our millions, and : L The REMRA Bill has
tobuild places of work for Man’y regions . yeen floating around in

them. But the sorry fact is North have seen a the corridors of Delhi for

that land management
polices in the country are
still following the bump-

approach which, unfor-
tunately, has been the
hallmark of our econom-
icgrowth during the last 15 years.

The fact that land is a state subjectin our
Constitution has not helped in correcting
this fundamental fault line. So we have a
situation where Indian cities are vying
with each other to project an illusionary
demand, and to cut up vast swathes of
good land into little cubes of development,
without any larger planning or strategy in
place.

The influx of foreign funds — possibly
due to the changes in laws in Swiss and
other banks — has also helped fuel this
gold rush. But the deadlines for declaring

accounts in these banks is over, and the,

flow of money appears to have slowed
down to a trickle.
Then, there are other indicators. A lot of

riseand then a
and-tip, muddy-boots - 9508 dJrop in 2006.

five years now, but has
not yet seen the light of
day. There is now an ur-
gent need to bring in a
real estate regulator onan
all India level, and to pro-
tect the Indian investor
from {ly-by-night operators and real estate
dream merchants.

Does anyone remember the forestry or
the plantation scams? Perhaps, thisis also
the right time to dematerialise (demat)
property titles and transactions, and to
bring in transparency in property transac-
tions. But such actions need hard deci-
sions and guts to implement them.

Lastly, itisa fact that the good stories get
covered but the bad ones don’t. Many re-
gions — Mohali and Rudrapur to name a
few — in northern India, have seen arise
andthen a 25% dropin2006. Butbecause
we like to boast about the crests, and are
ashamed to accept the troughs, we like to

- dlose our eyes to the ground realities of the’
‘real estate sector.
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