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Since 2015, 51 lakhs units have been approved under the PMAY scheme however only 8 lakhs units have
been completed, which translates to only 4.3% of the overall shortage across India;

Number of projects launches targeted at EWS by private developers remained negligible across the seven
major residential markets.

October 1,2018, Bengaluru:

Despite Central Government’s various attempts to fulfil its vision of ‘Housing for All by 2022’, the ground reality of
Affordable Housing remains a far cry from the hype created around PMAY since 2015, as the number of affordable
housing projects launched on Private Developer’s Land across India remained negligible.

‘Housing For All by 2022: A Reality Check, a joint study released by Megalith Ventures and Meraqi, highlights the
critical aspects of urban housing shortage in Indian cities in Economically Weaker Sections (EWS) and Lower Income
Group (LIG) segments, updates the status of various Government announced initiatives and interventions and traces
their impact on ground in terms of private sector participation across major residential markets.

Housing Shortage in the urban areas is particularly high in Economically Weaker Sections (EWS) at 10 million units,
followed by 7.4 million units in Lower Income Group (LIG). Until now, Central assistance to the tune of INR 13,583
Crore has been released and Interest subsidy of INR 1,859 Crore has been credited. Under the PMAY(U) scheme so far,
51 lakh units have been approved, 28 lakh units have been grounded and only 8 lakh units have been completed.

According to the report, in- spite of detailing out the Public Private Partnership model, the housing shortage in EWS
has been only catered by the Urban Local Bodies and Parastatal Agencies. Most of the projects launched by the private
developers across the major cities were focused on young, urban dwellers. Especially, in top 7 residential markets,
developers have mostly focused on lowering the unit sizes to comply with the minimum unit area requirement or
ensured 35% of the units in EWS category to avail the tax benefits and kept the base ticket price at INR 35 Lakhs within
the eligibility range of housing loan limits under Private Sector Lending .

Explaining the reason behind the reluctance of private players entering EWS housing segment, Gorakh Jhunjhunwala,
Managing Director, Meragi says “the incentives announced by the central Government are not sufficient trade-offs to
allure private developers to Affordable Housing segment. Lack of suitable land parcels, high land cost in economic
centres, rising construction costs and low profit margins are limiting private sector participation.”

Giving further insight into Bangalore’s residential market, Jhunjhunwala adds “In Bangalore city , private developers
have launched only 10,384 units with less than 60 sqm area and the base ticket prices are not less than 10 lacs . As
there is no upper limit on the ticket prices for affordable housing, projects have been launched closer to economic
hubs targeted at LIG and MIG segments. The primary reason being the inconsistency in affordable housing policies
formulated by the state Government and the Central Government which is creating a major impediment in employing
the benefits of Gol schemes. There has to be clarity on additional FAR, TDR & density norms as incentives for
development of affordable housing projects.”

The report further highlights some of the key measures to be considered by the Government and implementing
agencies to ensure increased participation of private sector in the development of affordable housing projects.
“Earmarking dedicated zones for the development of affordable housing in a city’s master plan, more emphasis on in
situ upgradation, formulating rental housing model policy, unlocking the land parcels and providing higher FSI and
accessibility of construction finance are absolutely imperative to fulfil the target of ‘Housing For All by 2022’ says
Jhunjhunwala.

The report also reveals that affordable housing segment is all set to witnessed increased absorption in the coming
years due to the revision by RBI in housing loan limits under Private Sector Lending (PSL) from INR 28 Lakhs to INR 35
Lakhs in metropolitan cities — cost not exceeding INR 45 Lakhs. The sector is also expected to get an additional boost
as PE & NBFCinto Affordable housing segmentis on an upward trajectory. “During H1 2018, 25% of the total residential
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inflows by PE and NBFCs was in the affordable housing sector” says Mallanna Sasalu, Director, Megalith Ventures.
“Going forward, the Buy and Sell model will be gaining significance particularly post restrictive covenants in RERA
regarding diversion of project funds - 70% of the sale proceeds to be invested in the project. Simultaneously, rental
model will gain interest as developers can opt for the model and devise the mix of units by allocating few blocks in a
project for rental housing or even the entire project.” adds Sasalu.

Key highlights from the report:

e Housing shortage in urban areas is particularly high in the Economically Weaker Section at 10 million units* at
7.4 million*** units in the Lower Income Group.

e Since the launch of PMAY (U) in 2015, 51.07 lakh houses have been approved, 28 lakh houses have been
grounded and 8 lakh units have been completed.

e Affordable Housing in Partnership (AHP) projects were mostly launched on the land of Urban Local Bodies and
Parastatal Agencies.

e Across the seven major residential markets, project launches by the private developer have been primarily in
less than INR 26 Lakhs price segment targeted at LIG and MIG.

e There has been a serious lack of interest from the most crucial stakeholders - private sector for development
of Affordable Housing in Partnership on PPP basis primarily due to incongruity between state and central
policies.

e Post PMAY, only 10,384 units were launched by private developers in Bangalore in <60 sgm carpet area.
However, these projects were not targeted at the EWS segment.

e 3,732 units were launched by Grade A developers with unit sizes of < 60 sgm carpet area post PMAY
announcement - 53 percentage point increase compared to pre-PMAY period. Proportion of launches with
units of carpet area < 60 sgm to total launches by Grade A developers increased from an average of 3.5%
(2012-2014) to 9.1% in post PMAY.

e |tis also necessary to synchronize State & Central level Policies and to integrate them with the city’s master
plan. This will help streamline approval processes at the city level.

e The approval processes need to be streamlined with a Single window approval for projects. Capacity of
developers also needs to be enhanced with access to best practices/models adopted in low cost
construction/modular technologies.

About Megalith

Megalith is the coming together of internationally successful professionals who have built multiple enterprises with
deep understanding of urbanization and distinctive Indian real estate market. The team is experienced in building large
scale real estate developments, having built over 15 million square feet of residential and commercial assets along
with large-scale global projects in infrastructure such as Airports and Power Projects in Asia Pacific Region and
Americas. In their careers the team has created and managed asset portfolios of over USS$2 billion. The team has raised
deployed close to a USS 1 billion in multiple deals. The domain experience of team in construction, land acquisition,
approvals, marketing and sales, facilities management and local environment control is significant.

About Meraqi

Meraqi is a leading real estate investment management firm providing bespoke solutions for sophisticated investors.
Our end-to-end solutions include Real Estate Investment Management, Capital Markets, Transactions, Advisory and
Valuation services spanning across diverse real estate asset classes. The services are meticulously designed clients to
help in making informed investment decisions. Bespoke solutions, seamlessly orchestrated services, client
stewardship, sustainable value and long-term success are signature notations of the Meraqi experience. We believe
that responsible advice, underpinned in expertise and analytical rigor, is the path to long-term client relationships.

Meraqi’s global presence is resonated by its strategic partnership with Ella Valley Capital, a leading fund management
company based in New York, United States. Ella Valley Capital manages assets over USD 700 million of real estate
investments in the New York City area. It has invested over USD 100 million in real estate on behalf of a prominent
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multi-billion-dollar family office alongside other real estate developers and investment firms in the U.S. It has
successfully represented and achieved an exit of $120 million real estate private equity fund focused on residential
township developments in India.

A cohesive team unified in a collective purpose finds its reflection in the firm’s vision statement ‘Symphony in Synergy’.
Meragi is a trusted name when it comes to Real Estate Investment Services for UHNIs, Corporates, Private Equity firms,
Institutional Funds, Family Offices, Developers and Landowners.

For more information please log on to :

www.megalithventures.com

www.meragiadvisors.com
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