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Real estate sensex

Down the road: requlators like Sebi
should set up a system by which
the owi hip of real estate
COMparn can be established

With IROs and mutual funds in the offing, it's time the sector gets its own index

he Saturday property supple-
I ment in Chandigarh newspa-

pers last week contained re-

n how the prices around the
ci®peripheral areas had dropped
by 15-20 per cent: and how there
were very few investors willing to
plunge into an market where. a few
months back. people were with-
drawing their wealth from mutual
funds and ploughing it into the real
estate gold rush.

Both the newspaper reports and
market sources tried to find reasons
for the slump in the real estate mar-
ket. In doing so. they attributed it to
various factors such as the shortage
of liquidity due to interest rate hikes.
and the expected changes in the
laws relating to Swiss bank ac-
coutts. and a whole slew of other
reasons. One source. whoThad a
chat with. lamented about the lack
of what he called a Realsex — areal
estate sensex valid for the region. He
questioned whether the real estate
sector could be called an Industry at
all, and wondered about the wisdom
of the Ministry of Finance (MoF) and
the Securities and Exchange Board:
Af Tndia (Sehil in carticular in allow-

other perspective about the sector.

Realty realities

It is true that the real estate mar-
ket flourishes on rumours on how
master plans of our cities are being
drafted: how roads might be devel-
oped in some areas: when highways
shall possibly be completed: and
how land shall be re-zoned from
agricultural to urban land use. Very
little real data about infrastructure
is available, and our land manage-
ment laws are in a holy mess. often
altered to suit the political party in
power at the time.

Moreover, there s little trans-
parency in the working methods of
even large companies who are seek-
ing funds from the equity markets. If
these trends are not realised by Sebi
and the MoF. we are. [ am afraid. in
for another series of scams and court
cases when these IPOs suck up funds
from the market .The forestry scams
of the 1990s are recent enough oc-
currences - the golden dreams spun
by those who promised golden forests
were shattered within a few years.

reading reports suggesting that
most of the big players in the finan-
clal world shalllaunch such funds
very soon. This Is a welcome sign as

such a move would definitely inject -,

much required professional skills
and analytical vigour into the mar-
ket. and shall also affect the valua-
tion of real estate companies to some
extent. But is it enough to allow
these companies to run amuck
without any real guidelines?

So. where does one start? To be-
gin with. the regulators (be it Sebi or
the MoF) should set up a system by
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which the real ownership of these
real estate companies is established,
It is common knowledge that many
such entitles (firms. proprietorships.
partnerships. and. in a few cases.
companies registered under the
Companies Act) are fronts for politi-
cal money. and for people who find
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amongst other data collection :

methods. and it is common knowl-

edge that the ministry Is working at
increasing the tax base.

A closer look

As per the laws of the land. mat-
ters dealing with property come un-
der the mandate of the state govern-
ments. and not the central
government. Allowing land to re-
main a poorly hidden secret of a
running parallel economy is a dan-
gerous gituation, one which shall
further skew the disparity between
those who can afford to run with the
parallel economy and those who are
struggling with working within the
ambit of the law.

Perhaps the MoF needs to take a
closer look at the sector, especially i
anticipation of the [POs and REMFs
which are coming in. Who knows
that one day in future real estate
could become an industry in its own
right and we would see a realsex in-
dex flashed on our television screens
like the regular sensex tippers.

This shall not remain in the
realm of a utopian dream. if the
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