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A day after Reserve Bank Of India governor Raghuram Rajan urged property
developers to cut home prices, real estate developers have rejected the call,
saying it is unviable for them to reduce prices.

Getamber Anand, managing director at Delhi based ATS Infrastructure and
president of realtor body CREDAI, said 90 per cent of the home supply in the
country has already shown price correction.
“If prices fall further, it will lead to NPAs and non delivery of projects,” Anand
said.
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Rajiv Talwar, chief executive at DLF, said home prices have already come down
by 35 to 40 per cent.

Business Standard

“Public figures are only talking about prices in prime locations. Those prices
are high because they are prized locations. All over, prices are between Rs
3000 to Rs 5000 a square feet and between Rs 5000 to Rs 8000 a square feet
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in good locations. Its bare minimum given cost of land and cost of
construction.,” Talwar said.
He said all parties including developers, Reserve Bank of India and commercial
banks have a role to play in boosting housing demand.
“Everybody is doing a blame game. But I feel developers need to offer low
prices. RBI should keep rates low and banks should offer lower rates for two
years to encourage people to buy homes,” said Talwar.
“Real estate has seen a eight year slump and everyone has to make efforts to
lift the situation,” he said.

Added Amit Bhagat, CEO at ASK Property Investment Advsiors: “Developers
are in a dilemma. If they reduce prices in an already launched project, they
have to face cancellations from those who booked earlier. That is why they are
not cutting rack rates but negotiate and reduce rates on individual basis,”
Bhagat said developers have aleady started cutting prices through schemes
and offers.
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Niti Ayog vice-chairman Arvind Panagariya expects theeconomy to grow over 8 per
cent this fiscal with the forecast of above-normal monsoon raising hopes of the
agriculture sector's revival after two successive drought years. Also, some experts
think that the US Federal Reserve is unlikely to raise interest rates until 2018. Taken
together, that ought to put smile back in the market.Other than these, here's a list of
five macro triggers that may impact the market today
Share buybacks by state-run companies on the cards: Big-ticket share buybacks by
state-run companies, including Coal India and ONGC are on the cards to help the
government meet its disinvestment target for the year. Cash-rich central public
sector enterprises are expected to lead this drive to ensure that the Rs 56,500-crore
target is met. At present, the government is looking at a 10% buyback in Nalco,
which had cash and bank balances of Rs 4,627.98 crore at end of March
2015. NMDC, Bharat Heavy Electricalsand NTPC may also offer buybacks.
Better dollar-rupee rate for small businessmen on cards? Large clients with
deeper relationships often get a better deal when they buy or sell foriegn currencies
than small businessmen. The Reserve Bank of Indis may be planning to tweak this
age-old rule amid complaints from smaller companies and individuals that they have
been overcharged. Bankers believe new rules for pricing of forex in the spot, forward
and plain vanilla options may be on cards.
No scope for further cut in housing prices: Realtors' apex body CREDAI has said
there is no scope for further reduction in housing prices as this would lead to rise in
NPAs and non-delivery of real estate projects. RBI Governor Raghuram Rajan had
asked real estate developers to reduce prices to encourage more peopleto buy
properties. "About 90 per cent of the real estate stock in the country has already
seen a correction of about 20-30 per cent. There is no scope for further rate cut. Any
further cut will lead to NPAs and non-delivery of projects," CREDAI (National)
President Getamber Anand said.
Bad loans a threat for India's credit profile, says Moody's: A significant and
prolonged deterioration in asset quality of state-run banks is the main threat to
India's sovereign credit profile, Moody's Investors Service has said, while also
mentioning high government debt as a drag. The American rating agency has a
positive outlook on India's Baa3 sovereign rating.First quarter M&A activity at its
highest since 2012: Mergers and acquisitions (M&A) worth $8.2 billion were closed
in India during the first three months of 2016, according to MergerMarket, a global
deal-tracking platform. The amount is the highest since 2012 and an increase of 5.2
per cent as compared to the same period last year. The construction sector was the
most active in terms of deal-making and accounted for 43 per cent of the value of all
the deals closed.And in the financial markets yesterday Rupee up: Snapping its
three-session losing momentum, the rupee recouped by 10 paise to 66.52 on fegend selling of US dollars by banks and exporters in view of weakness in American
currency in the overseas market and a strong bounce back by domestic equities.
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On Monday, RBI Governor Raghuram Rajan had asked builders to cut
home prices so that housing demand can be stimulated, to which the
realtors has said that there is no scope for any further price cuts.
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"Over 90% of the real estate supply in the country is now in a very
affordable band and has already corrected. 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 Real Estate
Developers'
Associations
of
India.
He added that any further cuts will produce NPAs (non-performing
assets), which would mean that many developers would not be able to
deliver
their
projects.
India's housing market has been through one of its worst times in the past
two years, because of a fall in apartment sales, and an unexpected rise in
unsold apartment inventory levels.
Talking of RBI, it has cut rates by 1.5% since January 2015, with the key
policy rate being cut by 0.25% and brought down to 6.5%, the lowest in
more than five years. This led Rajan to say that prices would be adjusted.
"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
encourages people to buy," Rajan had said on Monday in the YB Chavan
Memorial
Lecture
in
Mumbai.
Dharmesh Jain, president of developers' body MCHI-CREDAI, told ET that
builders will be more than happy to rationalise prices and get more
business, but a look at the economics of it including land cost, input cost
and taxes, leaves them with less scope. A few more reasons for no further
fall in real estate prices are land cost, decided by the government,
increasing labour costs and a massive shortage of skilled labour.
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