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Profi tability Concerns
Extra reduc-
tion in prices 
to spawn NPAs 
& result in 
non-delivery 
of projects by 
developers

High unsold 
inven-
tory leads to 
pressure on 
pricing due to 
competition 
in buyers’ 
market

Increasing 
labour costs 
and massive 
shortage of 
skilled labour 
preventing fur-
ther price cut

Ravi Teja Sharma & Kailash Babar

New Delhi | Mumbai: Responding to Reserve Bank of
India Governor Raghuram Rajan’s call to builders to cut
home prices to stimulate housing demand, real estate
developers and industry experts said there is very little
wriggle room for any further price cuts.

“Over 90% of the real estate supply in the country is
now in a very affordable band and has already correc-
ted. In some places prices have come down 25-30%.
There is no further scope for any cuts,” said Getamber
Anand, national president of the Confederation of Re-
al Estate Developers’ Associations of India.

Any further cuts, Anand said, will spawn NPAs (non-
performing assets) and result in non-delivery of pro-
jects by many developers.

The past two years have been among the worst for India’s
housing market, with apartment sales slowing down and
unsold apartment inventory levels reaching record highs.
According to property research firm Liases Foras, the top
eight cities had 1,124.9 million sq ft of unsold inventory at
the end of December 2015, up 21% over that a year ago.

The central bank has cut rates by 1.5% since January
2015. It cut the key policy rate by 0.25% to 6.5%, the lo-
west in more than five years.

“I am hopeful that as interest rates come down, there
will be more credit and buying. And I am also hopeful

that prices adjust in a way that encoura-
ges people to buy,” Rajan had said on
Monday in the YB Chavan Memorial Lec-
ture in Mumbai.

Dharma’s Jain, president of develo-
pers’ body MCHI-CREDAI said buil-
ders will be more than happy to ratio-
nalise prices and get more business.

“Unfortunately, when we look at the
economics of it including land cost, in-
put cost and taxes, we don’t see much
scope for this,” Jain said.

Jain referred to taxes, which he said
are at an all-time high of 28-43% of ove-

rall price of a property, depending on the location.
“Most developers are offering best possible prices consi-

dering subvention schemes and other offers being given
currently. However, since RBI governor has suggested, we
will sit together to see how we can do more,” Jain said, even
as he urged banks to pass on the rate cut to home loan ta-
kers. Over the past one year or so, many builders have
tried to stimulate the market by offering subvention
and other schemes, where buyers pay a small amount
upfront and take a loan for the rest but start paying in-
terest on their loan only after possession.

Sekhar Reddy, managing director of developer CSR Es-
tates in Hyderabad said land cost, which is a big compo-
nent of housing, is not in the builders’ control.

“Every state government, to meet its revenue targets, is
escalating circle rates every year. So every year price of
land is going up. Unless you curtail land prices, housing
prices cannot come down,” Reddy said.

Pointing to increasing labour costs and a massive shorta-
ge of skilled labour, Reddy asked, “given all of these things,
how can we reduce prices?”

He suggested that due to high unsold inventory in the
market there is anyway pressure on pricing due to com-
petition in this buyers’ market.

This has meant prices have indeed come down in most
markets over the past two years.

Liases Foras’ managing director Pankaj Kapoor said:
“If you look closely, prices have been lowered in new
launches. If we take a weighted average price of the un-
der-construction inventory and of new launches in any
city, there is close to 15-20% reduction.”

‘No Room for
Further Price
Cuts in Realty’ 

Reacting to a call from RBI governor

for price cuts, builders claim over

90% of supply is in affordable band 

In the past 2
years,
apartment
sales have
slowed down
and unsold
apartment
inventory
levels have
reached
record highs 
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Companies: Pursuit of Profit

Our Bureau

New Delhi: Maruti Suzuki on Tuesday
reported a drop in quarterly profit for
the first time in two years, as higher
spending on advertising, loss of pro-
duction due to a civil unrest in Haryana
where its factories are located and a
change in accounting rules weighed.

Net profit at the nation’s largest car ma-
ker fell 11.7% for the fourth quarter en-
ded March 31 to .̀ 1,133.6 crore. Analysts,
on average, had expected .̀ 1,130 crore, ac-
cording to Thomson Reuters.

Net sales rose 12.5% to .̀ 14,929.5 crore.
In a news release, the company said it

suffered a production loss of more than
10,000 vehicles, because of the Jat agita-
tion in February seeking reservation for
the community. The company had to halt
manufacturing for days, with protestors
blocking roads.

Chief financial officer Ajay Seth said
the change in accounting rules resulted
in a drop in non-core income. Earnings
of .̀ 200-300 crore from mutual funds in-
vestment, which were previously acco-
unted for every quarter, will now be cal-
culated cumulatively every three years.

Maruti Suzuki’s total vehicle sales in
the past quarter rose 3.9% to 360,402

the year before.
Shares of Maruti Suzuki closed 3.6%

higher at .̀ 3,869.45 on the Bombay Stock
Exchange, outpacing the benchmark
Sensex that rose 1.3%.

Given the strong demand for new laun-
ches, premium hatchback Baleno and
compact sports utility vehicle Brezza,
Maruti is targeting double-digit growth
in the current fiscal year. It has planned
for production of 1.57-1.58 million units
in the year that began on April 1.

It is budgeting for a capital expenditure
of .̀ 4,400 crore this fiscal year, compared
with .̀ 2,500 crore last year, Chairman RC
Bhargava said. “The resources will be ut-
ilised in doing R&D work and in setting
up sales and marketing infrastructure.”

While the company is estimating
strong growth, Bhargava said the year
is expected to be challenging on many
counts, with foreign exchange move-
ments looking less favourable and com-
modity prices rising. The automobile
industry in India is also struggling af-
ter the government imposed an infrast-
ructure cess of 1-4% on vehicles and ef-
forts by authorities to discourage the
use of diesel vehicles.

Maruti expects rural sales to go up this fi-
scal year, as rains are forecast to be better
this monsoon after two years of drought.

units. Operating profit margin at 15.4%
bettered analyst estimates of 14.6-14.8%. 

Analysts had expected operating mar-
gins of the company to be under pressu-
re, with the Japanese yen strengthe-
ning against the dollar.

Maruti Suzuki pays royalty to parent Su-
zuki Motor in yen for its earlier models.

“The net profit was slightly below ex-
pectations on account of lower other
income and higher tax incidence,” said
Mahantesh Sabarad, deputy vice-pre-
sident at SBICAP.

“The operating performance came in
as a surprise. Even on the higher side,
we had estimated 15.2%. The improve-
ment in Ebitda margins over Q3 was on
account of stock change effect.”

While quarterly profit fell, Maruti Su-
zuki reported its highest-ever annual
profit of .̀ 4,571.4 crore, up 23.2% from

Profit slips for the first time in two years in Q4 to .̀ 1,133.6 crore, a decline of 11.7% 

Maruti Net Falls on Jat Stir, Higher Ad Spend

ON GROWTH

With strong demand
for new launches, co is 
targeting double-digit
growth in FY17

Sobia.Khan@timesgroup.com

Bengaluru: Singapore-headquartered real es-
tate firm Assetz Property Group has entered in-
to a strategic alliance with private equity fund
Avenue Venture Partners to foray into the fund
management business.

The new vertical, called Assetz Fund Mana-
gement, will give Assetz the capability to in-
vest third-party capital with other develo-
pers across regions, giving its investors a di-
versified investment strategy, said Akshay
Dewani, chief investment officer at Avenue
Venture Partners.

“Today, investors are looking for a combi-
ned capability of fund and de-
velopment management. The
strategic alliance will exemp-
lify the coming together of
complementary businesses,”
Dewani said.
Avenue Venture will lend its

expertise to the fund manage-
ment business, and together bu-
ild the warehousing and com-
mercial development business,
while going in for a second fund
raise in the residential plat-
form. “This synergy will add
significantly to the structure of
the organisation by bringing fo-

cus and subject-matter expertise, expediting
the overall business,” said Dewani.

Avenue Venture’s assets under management
stand at $50 million. It plans to raise another $100
million residential fund in the next 12 months,
Dewani said. The real estate-focused fund has in-
vested in 10 projects so far and exited four. It has
realised 49% pre-tax internal rate of return.

Under the new arrangement, Assetz will rai-
se commercial and warehouse funds of $100
million each over the next 12-18 months under
Assetz Fund Management. 

S’pore’s Assetz Property,
Avenue Venture Tie 
Up for Fund Mgmt 

New vertical
to give Assetz
capability to
invest
third-party
capital with
other
developers
across
regions
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New Delhi: Bharti Infratel, India’s only listed
telecom tower company, said its fourth-quar-
ter net profit rose 19%, as mobile carriers in-
vested aggressively in 3G and 4G networks, ex-
panding installations three times amid sur-
ging data consumption.

Consolidated net profit for the three months
ended March rose to .̀ 662 crore from .̀ 558 crore a
year earlier, the unit of India’s top 2 mobile car-
rier Bharti Airtel said in a stock exchange filing.
Its revenue increased 7% to .̀ 3,162 crore. Opera-
ting income climbed 9% to .̀1,444 crore, while
earnings before interest and tax (EBIT) also ro-
se 9% to .̀ 844 crore. The quarterly profit beat bro-
kerage IIFL’s estimate of a 4.6% rise.

Infratel’s board approved a buyback of equi-
ty shares for as much as .̀ 2,000 crore through
an open market sale, subject to shareholder
approval. The company will offer a maximum
of .̀ 450 for each share, which translates into
4.44 crore shares, equivalent to 2.34% of its

equity. Bharti Infratel shares declined 0.8% to
.̀ 363.8 at the close on the BSE. The results were
announced after market hours.

The company ended the quarter with 88,808
towers. Chairman Akhil Gupta said there was
a major rollout of broadband networks along
expected lines, “with the number of 3G and 4G

installations growing over
three times the previous year.”

He added the trend would
“further accelerate in the co-
ming year” and Bharti Infratel
and Indus Towers would be in
the best position to capitalise
on this growth. Bharti Infratel
is a stakeholder in Indus To-
wers, the country’s leading to-
wer company.

For the year ended March,
firm’s net profit rose 20% to
.̀ 2,382 crore and revenue climbed

5% to .̀12,308 crore. Operating free cash flow for
the full year was up 15% to .̀ 3,204 crore. The com-
pany, which went public in 2012, sets up towers
on which telcos place their base stations – devi-
ces that emit signals to mobile phones.

Co expects investment by

telcos in 3G, 4G networks to

grow further in coming year 

Bharti Infratel Net Rises
19% on 3G, 4G Expansion
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Consolidated
net for the
three months
ended March
rose to .̀ 662
crore from
.̀ 558 crore a
year earlier

New Delhi: Maruti Suzuki is exploring possibilities to set up an

assembly facility in Africa and investing in real estate in India

to develop sales and marketing infrastructure, reports Shar-

mistha Mukherjee.

“We have a team in place now for land acquisition.We have allocat-

ed .̀ 800 crore for building sales and marketing infrastructure. If

required, we can step this up further,” chairman RC Bhargava said,

after the auto maker announced its fourth-quarter results. 

The company is looking at acquiring land and leasing it out for

future dealerships amid rising real estate prices in the country.

Maruti Suzuki is sitting on cash reserves of about .̀ 17,000

crore as of end-March.

It has more than 1,800 outlets and workshops in 1,450 cities

and towns, a network estimated to be worth over .̀ 11,000

crore. It aims to take the distribution network to 4,000 outlets

to achieve its target of selling 2 million units a year by the end

of the decade.

Co Plans Unit in Africa, May
Invest in Realty in India


