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Corporates are a major occupier of land 
with almost 70 million sq. ft. used as 
office space in the country.

Pune witnessed new commercial office 
supply of approximately 351,400 sq. ft. 
during the fourth quarter of 2016. 

In Bengaluru, the Outer Ring Road 
continues to be the most preferred 
submarket among tenants and accounts 
for the highest share in Grade A office 
spaces with a net absorption of 58%.

“
”
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What does the Union Budget 2017 spell for the CRE sector?
The much-anticipated Union Budget 2017 was revealed earlier this month. Prior to 
the revelation of the Union Budget, it was widely expected that the government would 
put an end to the woes of the real estate sector which has been hit post 
demonetization, reeling under the pressure of disproportionate inventory and 
subdued demand.

Read More

Why are High Net Worth investors moving from investments in housing 
to CRE in India?
The fall in the property price appreciation in the residential sector in top Indian cities 
has led to Indian High Net Worth Individuals (HNIs) switching to buy commercial 
property instead of housing over the last 15-18 months. After the economic 
slowdown in the past few years, the commercial segment is catching their attention. 

Read More

5 reasons why Bengaluru's Hebbal is attracting investors from 
across India
What was once known for its beautiful lake away from the city, is today a thriving 
commercial hub only 10 kilometers away from central Bengaluru. With sprawling tech 
parks and magnificent residential properties developing in the area, Hebbal is now 
considered a great commercial real estate investment arena for investors from all 
parts of India.

Read More

Bengaluru witnessed record breaking commercial real estate 
transactions in 2016
Bengaluru, the IT hub of India, performed exceptionally well in the CRE market last 
year. A substantial increase in commercial real estate leasing, renting and 
development activities was witnessed in the city during 2016. The Bengaluru office 
property market reinforced itself as a top commercial hub of the country recording a 
transaction of 11.4 million sq. ft. which is the highest in five years.

Approximately 7.2 million sq. ft. of new CRE supply in Bengaluru is currently 
scheduled to be completed in Q1 2017.
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What does the Union Budget 2017 spell for the CRE sector? 
The much-anticipated Union Budget 2017 was revealed earlier this month. Prior to the revelation of the 
Union Budget, it was widely expected that the government would put an end to the woes of the real estate 
sector which has been hit post demonetization, reeling under the pressure of disproportionate inventory 
and subdued demand. Many genuine buyers in the commercial real estate market were holding back their 
investment plans with the hopes that the interest rates would fall further and the property prices would 
plunge post demonetization, which some see as ‘cleansing' of a sector infested with illicit funds.  

Now that the Budget 2017 is out, the wish list raised by stakeholders of the commercial real estate sector 
remains unfulfilled. The Budget 2017 primarily caters to low-cost housing segment. The commercial real 
estate sector was looking forward to seeing more government participation in incentivizing commercial 
property development. The growth of commercial property directly results in demand for residential, retail 
and hospitality sectors. It was widely expected that the government would consider offering incentives for 
developers to construct more commercial 
spaces with an aim to help attract foreign 
investments and position India as a business 
powerhouse. 

However, on the positive side, the Budget 
2017 does encompass significant funds for 
the development facilities such as roads, water 
supply, sewage systems, electricity, etc. A 
total allocation of Rs. 39,61,354 crore has 
been made for infrastructure. Additionally,   
Rs. 1,26,000 crore is set aside for energy 
production based investments. Once these 
infrastructural facilities are improved, genuine 
Indian and international commercial real estate players will come forward for development of commercial 
properties.

While the Budget 2017 does prove to be a landmark for the residential real estate market, it does not focus 
much on the commercial real estate sector. The Finance Minister, Arun Jaitley, brought affordable housing 
under the infrastructure sector, extending benefits to the people investing in building low-cost homes. We 
can only hope that once this requirement of “homes for all” is satisfied, the government will move its focus 
on the commercial real estate sector and thereby focus on “jobs for all”.
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Bengaluru witnessed record breaking commercial real estate 
transactions in 2016
Bengaluru, the IT hub of India, performed exceptionally well in the CRE market last year. A substantial 
increase in commercial real estate leasing, renting and development activities was witnessed in the city 
during 2016. The Bengaluru office property market reinforced itself as a top commercial hub of the country 
recording a transaction of 11.4 million sq. ft. which is the highest in five years.

Rental values continued to inch upwards and the city soon began to dominate office leasing in India in the 
first quarter with increased demand mainly driven by corporates hailing from IT, engineering, manufacturing 
and BFSI sectors. The rising demand for 
high-quality Grade A space drove up average 
rents in Bengaluru in 2016. For instance, 
sub-markets such as the Secondary Business 
Districts (SBDs) of Bengaluru outperformed the 
average, with rent growing 4 to 6% year-on-year.

The weighted average rental values witnessed 
a significant increase of 12%, from Rs. 51.5 
per sq. ft. per month in 2015 to Rs. 57.8 per 
sq. ft. per month in second half of 2016, primarily 
due to the expected demand for large spaces 
as well as the lack of vacant office stock in other 
preferred office markets.

The growth of the commercial real estate market exceeded that of the residential real 
estate market

The progress in the office space market is in contrast to the residential market, where demand declined 
significantly. In the second half of 2016, new launches of residential properties declined by 45% from a year 
ago, while sales volume dipped by 27%.

Demonetization also impacted Bengaluru’s residential real estate market quite considerably in the fourth 
quarter of 2016. During this period, new launches and sales of residential apartments fell by 65% and 45% 
respectively. However, the commercial real estate showed a steady growth.
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New horizons in the city

The Outer Ring Road office market has seen a steady demand for ready to use office spaces over the 
years. However, owing to the growing congestion in the area, suburbs in East Bengaluru, mainly comprising 
Whitefield have stepped up to cater to potential occupiers.

Overall the city has stood its ground despite economic fluctuations in the country and intense competition 
from neighboring cities like Hyderabad. Come 2017, Bengaluru will lead the race of top commercial real 
estate locations in the country due to its vast reserve of qualified manpower, vacant land parcels and 
increased demand for Grade A offices.

Our outlook

In 2017, we predict a growing interest in corporate occupiers evaluating new locations mainly in North 
Bengaluru, between Hebbal Junction and Yelahanka and in the South-Eastern region, between Electronic 
City and Sarjapura. In the Eastern quadrant, there will be an expansion of the market geographies beyond 
Hope Farm Junction.  

This year will be a defining year for the future locations of Bengaluru, whether the trend is towards exploring 
emerging Northern peripheral zones or further growth on established Eastern suburbs.
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Why are High Net Worth investors moving from investments in 
housing to CRE in India?
The fall in the property price appreciation in the residential sector in top Indian cities has led to Indian High 
Net Worth Individuals (HNIs) switching to buy commercial property instead of housing over the last 15-18 
months. After the economic slowdown in the past few years, the commercial segment is catching their 
attention. Investing in commercial property serves as a rewarding investment option with HNIs gaining from 
high rental income as well as fast capital appreciation. 

Typically, a Grade A commercial property provides 8-10% rental returns on the capital value depending 
upon interest rates. The top markets for commercial investments include National Capital Region (NCR), 
Mumbai, Chennai, Hyderabad, and Bengaluru. Capital appreciation in commercial real estate is high, 
supported by the new rising demand for the same, while residential demand continues to be sluggish, 
making it difficult to dispose off residential units at a premium, further worsening the condition of the 
residential housing market.

Investors from small cities like Indore, Belgaum and Noida have been buying exorbitantly priced office 
spaces ranging from 1,300 sq. ft. to 20,000 
sq. ft. in in the financial capital of Mumbai, and 
IT hubs like Bengaluru and Pune purely due 
to the high returns that these cities yield. Even 
the demand for under-construction properties 
witnessed an upswing in the second half of 
2016. The expanding IT sector has been a 
major impetus in the development of commercial 
real estate in India over the years. Popular IT 
dominated cities such as Bengaluru, Gurgaon, 
Hyderabad, Chennai, Noida, and Pune have 
experienced a surge in commercial development 
primarily due to HNI investments by IT 
companies. 

Another sector that has a major role to play in the demand for commercial real estate is the e-commerce 
and retail sector. Investment in warehouses appears to be a promising avenue. Market analysts are projecting 
an IRR (Internal Rate of Return) of around 16-20% from warehouse development projects. The warehouse 
sector is bound to become a hot favorite of private equity HNIs with the existence of favorable government 
policies.

As the Indian economy matures, demand for commercial and retail space is set to grow. This makes it a 
great time for investments in the sector. HNIs can take advantage of the growth of the commercial real 
estate market by considering two options - purchase a commercial property directly or buy shares or equity 
stakes of a commercial developer. 
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5 reasons why Bengaluru's Hebbal is attracting investors from 
across India
What was once known for its beautiful lake away from the city, is today a thriving commercial hub only 10 
kilometers away from central Bengaluru. With sprawling tech parks and magnificent residential properties 
developing in the area, Hebbal is now considered a great commercial real estate investment arena for 
investors from all parts of India.

Here are four reasons that make Hebbal such a lucrative investment option:

1. Excellent connectivity

Hebbal has turned into a vibrant real estate 
location because of the sprawling network 
of flyovers that connect the locality to the 
Outer Ring Road and NH-7 Bellary Road, 
making Hebbal easily accessible from all 
ends of the city. Owing to its outstanding 
strategic location and good connectivity, 
Hebbal's commercial real estate market 
has attracted large corporates to take up 
office space here. 

The International Airport is also accessible 
from Hebbal along with connectivity to a 
railway station on the Outer Ring Road (ORR). The area is serviced by a very good public transport system 
in the form of bus services provided by Bengaluru Metropolitan Transport Corporation.

2. Availability of abundant manpower

With the presence of MNCs, employment opportunities are plenty in the area. This, in turn, has attracted 
a large number of working population to this micro-market, pushing the demand for residential real estate 
development in Hebbal. Thus, new corporates looking to set up shop in the city find Hebbal to be an ideal 
destination due to the easy availability of qualified manpower. 

3. Great appreciation of property prices

Over the last three years, property prices at Hebbal have appreciated by over 25%, projecting almost 
10-12% annualized appreciation in its property prices depending on the developer, project and amenities 
offered. This constantly mounting price trend has created a positive market sentiment, giving investors high 
confidence to enter this thriving real estate market.
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4. Increased demand from MNCs, retailers and corporates

Commercial real estate development at Hebbal has indeed been impressive. IT giants such as IBM, 
Cognizant, Philips Software, Integra Micro Software Services, Electronics Limited and AstraZeneca have 
their base here. It is also home to business hubs such as Manyata Tech Park, Manyata Embassy Business 
Park, and Kirloskar Business Park. These massive office hubs have boosted corporate as well as retail 
developments in this location. 

5. Excellent social infrastructure

Due to the influx of corporates, the population of the area has also increased considerably over the years. 
However, the locality has coped beautifully to provide remarkable social infrastructure to support its residents. 
From retail establishments like malls and hypermarkets to state-of-the-art hospitals and schools, Hebbal 
boasts of social amenities that satisfy even the most discerning audiences. 

Consequently, Hebbal has now emerged as one of the prime locations to invest in, attracting investors not 
only from Bengaluru but from across the country. Soon, Bengaluru is expected to receive many IT/ITeS, 
aerospace and biotech companies that will occupy as much as 45 million sq. ft. of office space, out of 
which most the commercial developments are expected to be in Hebbal. 

January 2017, Vol 11



About Citadel Propcon Pvt. Ltd. 
Citadel Propcon, with over a decade of experience and a pan-India presence, is a leader in real estate services. With 
our passion for property and creative solutions and an exuberant team, we put our best forward to exceed client 
expectations. We integrate the resources of real estate specialists for our clients ranging from major corporates to 
individual private investors, to accelerate their business goals.
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For office space related enquiries, please contact: 

Corporate Headquarters

Bangalore: 

Citadel Propcon Pvt Ltd. 
#1007, 'Sujaya' HAL 2nd stage, 
13th main, 2nd cross, Indiranagar, 
Bengaluru - 560008, Karnataka, 
India. 
Tel: +91 80 4253 0099
Fax: +91 80 4253 0000

Pune:

United-21 - The Grand, 
Baner Hills, Baner, 
Pune - 411 045 
Maharashtra,
India. 
Tel: +91 20 6725 1111
Fax: +91 80 6725 1111

*The information, references and quotes in this newsletter are collected from media reports and 
sources available on the public domain.

www.citadelnetinc.com

Smitha Chinnappa  : smitha@citadelnetinc.com 
              : +91 9845237760 
Pragya Shetty          : pragya@citadelnetinc.com
              : +91 9845391575


