WHAT 3 TRENDING

Commercially speaking

Did you know that the annual office space absorption was the highest last year since 2012? Not only
were big deals sealed across the sector, but also vacancy levels dipped drastically. We got a few experts

aboard to discuss the future potential of the commercial realty sector
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night Frank India released its flagship half
yearly report - India Real Estate, which fo-

cused on the performance of the residential

sector and the office space during the peri-

od between July and December 2015 (H2
2015). While Part-1 of the story published last week
shed light on how the residential sector performed,
Part-2 delves into the performance of the office space.
Did the office market underperform or overperform in
the MMR during H2 2015? Did it perform better than
the residential space? Will it show steady trends in the
coming six months? We picked four key takeaways from
the report, and sought inputs from our experts on the
current standing of the sector and its way ahead.

Here are four pivotal pointers picked from the report

that defined the performance of the office market in the
MMR during H2 2015:

DEMAND EXCEEDS SUPPLY in
MMR for the first time since 2008;
office absorption witnesses a
continued growth pattern since 2015
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Executive vice chairman,
Milestone Capital Advisors

he government is

taking several ini-
tiatives to boost busi-
ness and invest-
ments in Indian real
estate and construc-
tion sector. Under
such circumstances,
industry experts are
optimistic about the
return on investments from commer-
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MD - commercial real estate & REIT,
Raheja Corp

t's vital that we

segregate the of-
fice market into two
segments - IT/ITes
space and pure
commercial office

space. While the de-
mand in the former
segment has been
steady, the demand
in the latter has been low with very
few transactions taking place. There is
a lack of quality A grade office space in
the market due to the scarcity in sup-
ply. There is an imbalance in the de-
mand-supply dynamics in the quality
office space too; however, the micro-
market has been seeing steady trends
with an optimistic 2016 ahead.

cial entities. Green shoots are being
witnessed in commercial real estate.
Improving business sentiments and
economic recovery have led to a
higher demand for office spaces in
the last few quarters. Given the en-
hanced corporate performance and
industrial growth, quality commercial
properties will be in high demand in
Mumbai, thus making it one of the
highest yield-producing markets glob-
ally in the next three years.
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Withan 83 PER CENT JUMP IN
DEMAND, e-commerce took the lead.

The sector generated 122,000 sq ft of office
demand in H2 2015 led by major players
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tion i he growth
nnovation is o e,

the new buzz-

word with the merce companies

in India are facing

e-commerce is unprecedented.
companies in- All the well-
troducing en- known e-com-
hanced cus-

merce companies
are doubling the
capacity across

tomer experi-
ences and fo-

cusing on ex-
panding their customer base.
This rise in demand has resulted
in players widening their offer-
ings in terms of product selec-
tion, customer experience, etc,
to capture a larger share in the
e-commerce market. The e-com-
merce companies want to focus
on increasing their reach and
distribution. Moreover, it also
helps in creating more brand
awareness. Hence, e-commerce
players are betting big on offline

the board almost every quarter.
The new-age real estate compa-
nies have been nimble to facilitate
this humongous growth and are
offering developed spaces with a
host of amenities, which comply
with the most exacting require-
ments for power, water and con-
nectivity, etc. When we started off
in Bangalore last year, we had one
small office; soon we moved to a
larger office with multiple floors.
This shows the role e-commerce
has played towards the growth of

OCCUPIER OF OFFICE SPACE in the
MMR region, thus contributing 46 per cent

of the demandin H2 2015, suzpasmngFS}l' :

Be3|des upcomlng infrastructure
developments planned in the
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lT/lTes has es, it is true, that

been doing IT companies

well for quite have witnessed an in-
some time. creased presence in
Thus, it has MMR, thanks to the
naturally massive infrastructur-
emerged as a al development
top office oc- across various pock-
cupier. ets of MMR. Besides,

various upcoming infrastructural devel-
opments such as Thane Metro, new air-

stores and expansion. commercial real estate.

Due to the demand-supply
dynamics, VACANCY LEVELS
HAVE COMEDOWN to 20
percent in H2 2015 as compared to
22.6 per centin H2 2014
® Kamal Khetan
& Dhaval Ajmera CMD, Sunteck Realty Ltd
Director, Ajmera Realty his
| posi-
he scenario is defi- tive de-
| nitely better than mand in-
| what it was in 2014 be- dicates
cause there is a posi- thereis
tive sentiment around anim-
the market. The vacan- prove-
I cy levels have come mentin

MMR and fringe areas have also
contributed to office absorption.
To add to it, the market observed
very big deals across the IT/ITeS
space and the latest one to gar-
nher attention was the one where-
in TCS leased out 1.9 million sq ft
of office space in Hiranandani,
Thane, which is quite massive
and is said to drive the absorp-
tion for the said period. However,
it remains to be seen whether
this trend centinues in the future
as well.

port in Navi Mumbai, proposed Vado-

dadra-Vada-Manor-Bhiwandi-Badlapur
national highway will improve connec-
tivity in Thane, Navi Mumbai and other
fringe cities in the MMR. To accommo-

date the growth and additional work-
force, there is a need for vast office

spaces that can shelter its employees
under one roof. MMR not only provides

large office spaces to accommodate
them but also provides ease in doing
business. This has attracted large IT

companies that are setting up offices in

Mumbai, Navi Mumbai and Thane.

down with regards to

- the commercial real es-
tate market with the market being on a
high for a while; it is facing a lot of fluc-
tuations with recent deals and witness-
ing a healthy pipeline indicating early
signs of recovery, especially with large
transactions picking up. While big institu-
tional investors have been investing in
commercial properties for some time,
even big corporate occupiers are return-
ing to the market, thus giving rise to im-
provement in the business demand and
the need for expansion.

ease of doing business. Cou-
pled with that, many corpo-
rates are planning to in-
crease their headcount and
the supply in the commer-
cial space has been limited
as very few developers have
launched commerecial proj-
ect in the last three-four
years. All these are very
positive indicators and we
hope that corporate office
occupiers will continue to
be bullish through 2016.




