
THE SCENE TODAY 
 
The real estate sector is a critical sector of our economy. It has a huge multiplier effect on the 
economy and therefore, is a big driver of economic growth. It is the second-largest 
employment-generating sector after agriculture. Growing at a rate of about 20% per annum 
and this sector has been contributing about 5-6% to India’s GDP. Not only does it generate a 
high level of direct employment, but it also stimulates the demand in over 250 ancillary 
industries such as cement, steel, paint, brick, building materials, consumer durables and so on.  
 
The Indian real estate industry has been on a roller coaster ride since 2005. Consequent to the 
government’s policy to allow Foreign Direct Investment (FDI) in this sector, there was a boom in 
investment and developmental activities. The sector not only witnessed the entry of many new 
domestic realty players but also the arrival of many foreign real estate investment companies 
including private equity funds, pension funds and development companies entered the sector 
lured by the high returns on investments. The real estate sector has been riding through many 
highs and lows since then. The industry achieved new heights during 2007 and early 2008, 
characterised by a growth in demand, substantial development and increased foreign 
investments. However, by mid 2008, the effects of the global economic slowdown were evident 
here too, and the industry took a ‘U’ turn. FDI inflow into real estate dropped significantly and 
what had emerged as one of the most promising markets for foreign investments experienced a 
downturn.  
 

FINANCIAL SUPPORT TO THE SECTOR 

In the Financial Years 2007-08, 2008-09 and 2009-10, the housing and real estate sector 

attracted FDIs of 8.9%, 10.3% and 11% respectively, of the total FDI in India. However, the 

financial year 2010-11 saw a mere 6% FDI in this sector. The year 2010 saw the Indian real 

estate sector spring back into action after the gloom and recessionary pressures experienced in 

the aftermath of the global downturn. The focus on ‘affordable housing’ helped the sector tide 

over the financial crunch it had witnessed. There is no doubt that the sector holds huge 

potential to attract FDI in its various segments. However, progress is possible only with the joint 

efforts of both the industry and the Government. On the one hand, the industry should work 

towards increased transparency, clear land titles, improved delivery and project execution 

while on the other hand the Government must provide fiscal incentives to developers to build 

low cost and affordable housing for the masses and also review the existing FDI guidelines for 

investment and development in Indian real estate in order to increase the flow of foreign 

capital into the sector.  

 

 



BOOSTING R&D IN REAL ESTATE 

The Government must provide incentives to the public and private sectors to take up R&D 

activities for new building materials and technologies so that the industry can deliver low cost, 

affordable, sustainable and environment friendly housing and building structures.   

GOVERNMENT REGULATIONS AND CHANGES REQUIRED 

The Government of India vide Press Note No. 2 of 2005, permitted FDI up to 100%, under the 

‘automatic route’ in townships, housing, built-up infrastructure and construction development 

projects. The main reason for opening up the real estate sector to 100% FDI was to bridge the 

huge shortage of housing in the country and to attract new technologies in the housing sector.  

The original FDI guidelines issued vide the above press note attracted large amounts of foreign 

funds to the Indian real estate sector however, subsequent amendments to the FDI policy 

relating to real estate, have created unwanted apprehensions and confusion in the minds of 

global investors thereby affecting FDI inflows adversely. 

Further, lack of consistency in rules relating to development of SEZs, increased monitoring of 

the sector by regulatory agencies, tightening of rules for lending to the real estate sector and 

increase of key rates by the RBI several times during the last one year, have arrested the growth 

of the sector.  There is a need to streamline government policies and introduce reforms to 

boost the real estate sector. 

THE CHALLENGES 

The key challenges that the Indian real estate industry is facing today are: 

 lack of clear land titles,  

 absence of title insurance, 

 absence of industry status, 

 lack of adequate sources of finance,  

 shortage of labour, 

 rising manpower and material costs, 

 approvals and procedural difficulties.  

The Indian real estate sector has traditionally been an unorganised sector but it is slowly 

evolving into a more organised one. The sector is embracing professional standards and 



transparency with open arms. The major established domestic players in the sector are DLF, 

Unitech, Hiranandani Constructions, Tata Housing, Godrej Properties, Omaxe, Parsvanath, 

Raheja Developers, Ansal Properties and Infrastructure and Mahindra Lifespace Developers Ltd 

to name a few. International players who have made a name for themselves in India include 

Hines, Tishman Speyer, Emaar Properties, Ascendas, Capitaland, Portman Holdings and Homex. 

THE ROAD AHEAD 

India has huge potential to attract large foreign investments into real estate. With real estate 

reaching a point of saturation in developed countries and the demand and prices falling, global 

real estate players are looking at emerging economies such as India for tapping opportunities in 

real estate. Indian real estate will stay attractive due to its strong economic fundamentals and 

demographic factors. Moreover, there is a high level of global uncertainty looming over the 

developed and developing nations of the world. While developed economies are still struggling 

to regain their growth momentum, developing countries including India and China are expected 

to grow at a reasonably high rate. Investments in Indian real estate will fetch higher returns for 

investors as compared to other global markets. In the coming years, the opportunities in the 

real estate sector will attract more global players to India and hence will help the industry to 

mature, become more transparent, improve management and adopt advanced construction 

techniques. 


