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download free.Image: Marco Gerritsma The one good thing about the rupee’s steady slide over the
past year and a half has been that, in case of some unfortunate chain of events, the Indian market
doesn’t have to deal with much of a drop in its real estate prices. That is, until now. Property prices
have taken a leap upwards of 12 per cent over the past year as rising valuations coupled with low
interest rates and low unemployment have prompted an influx of cash into the country’s real estate
market. So far, investors have been the main buyers in the market but this is set to change.
According to recent research from Markit, the shift will be towards residential property buyers as
their interest rates and valuations move closer to what they consider affordable. This, in turn, will
lower valuations, but there’s a good chance this will be achieved at the expense of commercial real
estate buyers. India’s property prices have risen at a faster pace over the past year than in any other
country apart from China, according to the Markit Global Property Index. As the Indian market has
grown out of its start-up phase and become more liquid, it’s also becoming more reliant on foreign
inflows as domestic demand has only increased at around 3 per cent year-on-year, the lowest in the
world. The development of the Indian economy The promise of property price growth isn’t a new
thing. Back in 2011, economist Marius Bolck, then the chief economist at Morgan Stanley, estimated
that property prices could increase by 85 per cent in India over the next five years. This echoed a
2006 report by German banking group Deutsche Bank, which suggested that property prices could
rise by 80 per cent by 2010. In the five years since, the Indian market has grown considerably, with
real estate currently accounting for over half of the country’s GDP. One of
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