2 CORNER SPACE

December 2016, Vol 10

Here’s how the demonetization of the Indian rupee has affected the CRE
sector

Demonetization is India’s most current and hot topic that has affected every sector of
the Indian economy. Late in the evening of an unassuming 8th November 2016, the
Indian Prime Minister, Mr. Narendra Modi announced a surgical strike against the
country’s illegal parallel cash economy by demonetizing 500 and 1,000 Rupee

banknotes. Read More During the third quarter of 2016, supply

addition in Pune was recorded at

Indian real estate 2020 - key insights about the future of Indian real 291,000 square feet.

estate

Ina rapidly growing economy like India, the great migration to the cities, growing
population, and a swelling middle class are creating a desperate need for more urban
real estate. In the past few years, demand for private capital for commercial real
estate investment and supporting infrastructure has increased immensely. In the
years to come, the commercial real estate investment industry will find itself at the
epi center of rapid economic and social growth.

Total FDI in the construction sector, from
April 2000-March 2016 stood at
US $24.188 hillion.

Read More
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Corporate real estate (CRE) strategies play a vital role in the success of start-ups in estate market in comin
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all parts of the world. Having newly started the business, start-ups have a small pool
of monetary resources to rely on. Thus, start-ups are always on the lookout for new
ways to cut costs and remain lucrative in the midst of swelling competition.
Read More

Here’s why Noida—-Greater Noida Expressway has emerged as the new
commercial corridor in Delhi-NCR

Gurgaon and Noida are without a doubt among the most popular commercial hubs of
the Delhi-NCR commercial real estate market. Together they account for 75% of the
current CRE stock of 140 million sg. ft. For more than a decade now, these
stand-alone markets are bustling with employment opportunities and great
infrastructure as compared to other parts of NCR. Read More

Approximately 1.6 million square feet of new
CRE supply is expected to become operational
in Pune in the fourth quarter of 2016, only 2%
of which is pre-committed.

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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Here’s how the demonetization of the Indian rupee has affected
the CRE sector

Demonetization is India’s most current and hot topic that has affected every sector of the Indian economy.
Late in the evening of an unassuming 8th November 2016, the Indian Prime Minister, Mr. Narendra Modi
announced a surgical strike against the country’s illegal parallel cash economy by demonetizing 500 and
1,000 Rupee banknotes.

This latest step by the government wiped out 86% of the country’s cash in circulation in a single master
stroke. As cited by the PM, this move was the last resort to combat India’s perpetual problem with black
money and corruption.

Just like any other momentous change in our
country’s finance, banking or economic policy,
the demonetization of the rupee has a massive
impact on our real estate sector. Within minutes
of the announcement, we saw India’s Realty
Stock Index (NIFTY) falling by almost 12%, on
no other grounds but ambiguity.

At Citadel, we consider this economic reform
to be a necessary step in the road to improving
the country. Additionally, we believe that the
demonetization will have a minuscule effect on
the Indian commercial real estate sector, due
to the small percentage of cash payments in most CRE deals.

In fact, we see a positive impact of delayed project timelines as well. While we agree that builders may push
handover dates ahead due to the absence of informal sources of capital, this could result in a great outlook
for institutional capital investors, private equity and debt players who can now enjoy an open and transparent
commercial real estate sector.

We predict that large-scale, established real estate developers who have strong brand values, financial
wherewithal and governing principles will not suffer. In fact, we believe that they will benefit with increased
revenues as bank property loan interest rates will drop and builders and buyers both can invest in new
properties.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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Small-time, spurious property developers who carried out unethical property deals by demanding a major
percentage of the property value in black money will suffer as they depended on a certain amount of
informal cash transactions. This will lead to the much-needed clean-up of non-serious players.

The CRE demands of retailers may decrease as they will see some impact on their business in the
short-to-medium term due to reduced cash transactions as people will not want to spend their limited
cash reserves on anything other than necessities. Further, the luxury retail segment is most likely to be
affected based on the historically high incidence of black money acceptance.

Overall, we at Citadel believe that the country’s CRE consumption will remain unchanged, with no risk to
the overall strength and growth of the industry.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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Indian real estate 2020 - key insights into the future of Indian
real estate

In a rapidly growing economy like India, the great migration to the cities, growing population, and a swelling
middle class are creating a desperate need for more urban real estate. In the past few years, demand for
private capital for commercial real estate investment and supporting infrastructure has increased immensely.
In the years to come, the commercial real estate investment industry will find itself at the epi center of rapid
economic and social growth, which is already transforming the environment.

Here are 4 key insights about the future of Indian commercial real estate by the year 2020:
1. Massive expansion of cities due to migration

By 2020, the 21st century’s great migration to the cities will be well underway. Tier 1 and 2 cities will be
swelling with immigrant manpower from lesser urban regions. Fast-growing cities such as Pune and
Bengaluru will be at the crux of the commercial
real estate revolution. Even developed cities
like Mumbai will be urbanizing, albeit at a
slower pace. The volume of building activity
will be huge, expanding the country’s inventory
of institutional-grade real estate. Global
construction output is expected to almost
double to US$15 trillion by 2025, up from
US$8.7 trillion in 2012. Emerging markets in
Asia will be the fastest-growing region.

Alternatively, the emergence of technology
might change the trend of migration. There is
a huge opportunity for the warehousing industry
to tap into the rural agricultural market thereby reducing the pressure on the urban cities. The reduced
migration will also lead to change in construction practice with more mechanization to achieve standardization
and faster production.

2. Changes in population demographics will drive changes in demand for commercial real estate

Demographic shifts will affect demand for commercial real estate fundamentally. The burgeoning middle-class
urban populations in India will need far more workplaces. Meanwhile, the country’s aging populations will
demand specialist types of real estate, while their requirements for workspaces will moderate.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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Smart Cities will attract the young middle classes, especially in emerging markets like Vizag and
Coimbatore. As intense competition for space increases urban density, office sizes are likely to
shrink. Developers will need to become more innovative about how they use space.

Population growth and aging will lead to several real estate subsectors emerging. While office, industrial
and retail will remain the main sectors, affordable health care and retirement will become significant
subsectors.

We will witness vertical rise in most cities since the dense urbanization will always put pressure on the
infrastructure of growing cities. With urbanization moving at geometric proportion while infrastructure getting
incremented in arithmetic pace there would be a realignment to move towards increasingly vertical cities.

3. Emerging markets’ growth notches up competition for assets

Real estate has played a large part in driving economic growth in India. Even as growth moderates in many
saturated markets such as Mumbai and Delhi, the pace of construction activity remains rapid, increasing
investment opportunities. By 2025, over 60% of all construction activity is forecasted to take place in
emerging markets, up from just 35% in 2005. The growth of emerging countries like India is rapidly creating
powerful new real estate players and new
asset managers. Thus, there is both rising
competition for commercial real estate assets
and budding competition within real estate
asset management.

4. ‘Sustainability’ dictates design principles
of commercial buildings

By 2020, it’s likely that buildings will need to
have sustainability ratings. What’s more? the
concept of sustainability will have widened to
mean creating ‘places’ where people relish
living and working. To meet this new requirement
new developments will be designed with green spaces, better air quality, spaces for social gathering and
so on. Already, developers are integrating sustainability features into commercial buildings, office spaces,
malls, and even new cities.

For commercial real estate developers, the move towards greater sustainability in building design presents
opportunities and risks. While sale prices do mirror buildings’ sustainability credentials to a degree — through
a ‘green premium’ — this is currently limited to certain types of prime real estate in advanced economies.
Sustainability will evolve from being limited to workspace development to residential & leisure segments.
This will evolve into larger well planned integrated developments with the underlying theme of “Live+ Work+
Play”.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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Responding to an increasingly well-informed consumer base and, bearing in mind the aspect of globalization,
Indian commercial real estate players have shifted gears and accepted fresh challenges. The growing need
for commercial real estate across cities has led to increased investment in the sector. The growing flow of
FDI into Indian real estate is encouraging increased transparency. Developers, to attract funding, have
revamped their accounting and management systems to meet due diligence standards. These measures
indicate a spell of prosperity on the overall CRE market in India.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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Corporate real estate strategies - a driving force that can shape
the future of start-ups in India

Corporate real estate (CRE) strategies play a vital role in the success of start-ups in all parts of the world.
Having newly started the business, start-ups have a small pool of monetary resources to rely on. Thus,

start-ups are always on the lookout for new
walys to cut costs and remain lucrative in the 4 W
midst of swelling competition. In such situations, | é
making the right real estate choices can go a
long way in sustaining the start-up’s innovative
businesses.

India is one of the largest hubs for start-up
businesses owing to its robust economic and
demographic conditions. According to the
National Association of Software and Services
Companies (NASSCOM), by the end of 2015,
the tier | cities of Bengaluru, Delhi National Capital
Region (NCR) and Mumbai were the top start-up
destinations accounting for nearly 65% of total Indian start-up firms, followed by cities such as Hyderabad,
Chennai, Pune, Jaipur and Ahmedabad.

With a large, qualified young population base, prosperous IT and ITES, and e-commerce sectors, India is
an optimal choice for start-ups. To drive start-up success in India, evaluating one’s existing and future
workspace needs will be an important factor for overall business proficiency. A usual scenario in most
start-ups is to seek new ways to enhance profitability and reduce cost in the wake of increasing competition.
As such, corporate real estate strategies play a key role in shaping their overall business direction.

IT friendly workspaces on the rise due to prolific growth of the sector

India’s rising IT (and allied services) sector, supported by the rising smartphone usage, has been the
backlbone of most start-ups in the country. The country’s mushrooming IT sector has resulted in a wave of
IT/ITeS start-ups providing tailored services such as cloud computing, ERP technology, software design
and [T consulting, among others, particularly prevalent in Bengaluru. The success of e-commerce in the
country has also contributed to the growth of start-ups providing services such as online shopping, online
payment, transport, and other support services. As the T sector is growing, it is raising the demand for
CRE that support its functions. For instance, an IT start-up will want to work in a locality where employees
are safe at all times of the day and night as they have 24-hour operations to cater to international clients.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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CRE strategies help to identify the overall business strategy for start-ups

As CRE strategies have a significant implication on operational cost, office location options should be
chosen based on the needs of a start-up company and its current ‘growth stage’. Cost, location, and
flexibility are the key factors driving the office space choices of start-ups, followed by the support services
offered, and proximity to social infrastructure. While the right choice of office format is imperative, the location
of an office space is also a strategic decision. For example, the CRE strategy of a fast food restaurant will
depend on its location. It’s product offerings will differ based on the demographics of the people in its
vicinity. According to a recent study by a well-known CRE provider in India, a concentration of organized
start-up offices has been seen in Bengaluru, Gurgaon and Mumbai. Preferred locations include HSR Layout,
Indira Nagar and Koramangala in Bengaluru; Sohna Road, Udyog Vihar, and Sectors 32 and 44 in Gurgaon;
and Powai in Mumbai.

Availability of ecosystems to facilitate the growth of start-ups

A good start-up ecosystem encompasses entrepreneurs, different kinds of financial and non-financial
support options such as debt finance, equity investments and grants, and non-financial support including
incubation, acceleration support, mentoring and technical experts. It also includes the government initiatives
that are relevant to start-ups, educational institutions and other organisations and firms that in different
ways interact with or support start-ups.

Today, India is undergoing a fundamental shift towards start-up friendly. The Confederation of Indian Industry
(Cll) has focused on building a robust start-up ecosystem in the country with the support of the National
and State Governments, and assistance of industry and other relevant stakeholders. A country like India
can serve as a laboratory of sorts for new business models that work in terms of affordability.

Cost control through flexible leasing terms

As start-ups lack financial stability they should engage in lease terms that can ease exit, lower cost and
sustain them during their growth phases. It is recommended that both landlords and start-ups should work
together to create ‘customized solutions’ such as allowing for limited fit-out costs or the absence of a
lock-in period to lower costs.

Qverall, for start-ups to be profitable and sustain themselves eventually, it is crucial for them to choose an
office format and location that helps them to not just optimize costs but also adapt to the change in their
growth cycle. CRE management strategies encompass workspace planning, location analysis, workflow
strategy and mobile working options, among other practices. For start-ups, a constantly evolving CRE
strategy is essential for remaining profitable in the long run.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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Here’s why Noida-Greater Noida Expressway has emerged as
the new commercial corridor in Delhi-NCR

Gurgaon and Noida are without a doubt among the most popular commercial hubs of the Delhi-NCR
commercial real estate market. Together they account for 75% of the current CRE stock of 140 million sq.
ft. For more than a decade now, these stand-alone markets are bustling with employment opportunities
and great infrastructure as compared to other parts of NCR. The fact that these cities absorb 85-90% of
the total annual offtake of the region further established their prominence. Good connectivity and robust
infrastructure fascinated corporate occupiers to set up shop in these markets, giving rise to an assortment
of white-collar employment opportunities.

With prominent commercial zones, such as
DLF Cybercity, Golf Course Road, and Sohna
Road, Gurgaon took the lead from Noida in
terms of supply and absorption of office space
in the last year in NCR. Noida, on the other
hand, did not attract the same interest from
occupiers.

In 2016, the Noida—Greater Noida Expressway
witnessed a surge in commercial real estate
fortunes. The expressway is proving to be the
hip and new commercial corridor in NCR. It is
a state-of-the-art 24-kilometre-long, six-lane
highway that connects Noida to Greater Noida
and links it further to the 165-km Yamuna Expressway. The popularity of this corridor can be attributed to
the seamless connectivity it provides areas in the region with capital city Delhi through the Delhi-Noida-Direct
(DND) Flyway.

This connectivity will get a further impetus because of the upcoming 30-km Noida—Greater Noida Metro
link, construction for which is in progress. This much-awaited metro link will draw more companies looking
to set up shop in this corridor who were previously skeptical about poor connectivity. The link will now
provide an alternative mode of travel for the employees.

Another driving force behind the status of this corridor is the substantially low rentals in the range of Rs.
35-55 per sq. ft. gives this corridor an added advantage over other similar locations in NCR, such as DLF
Cybercity, where rentals are in the range of Rs. 110-120 per sq. ft. and Noida, where the rentals range
between Rs. 45-70 per sq. ft.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com
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This is a primary factor why MNCs are flocking to this region. Companies such as SafeNet, IGATE, Genpact,
Jubilant FoodWorks Ltd, NEC, Dell, and Newgen are some of the major occupiers. As a result of this outpour
of occupier interest in the corridor, of the total 1.3 million sq. ft. of CRE transacted in 2015, 38% was along
the Noida-Greater Noida Expressway.

Great roads, numerous residential projects, supporting social infrastructure and large land parcels will further
serve as enablers for the office market along the Noida-Greater Noida Expressway. Overall, the future is
bright for this region with the onset of the Uttar Pradesh Information Technology Policy for IT/[TeS companies
which are already boosting the sentiments of the market, with incentives such as land registration waivers
for [T companies to stimulate growth. In the near future, we believe that the Noida-Greater Noida Expressway
will establish itself as one of the prominent office corridors, not only in Noida but in NCR as well.

For office space related enquiries, please contact:
Smitha Chinnappa +91 9845237760 | smitha@citadelnetinc.com | www.citadelnetinc.com



