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Abstract: 
 

Returns from real estate are not identical at all locations. The investment made at the right 

location at right time would deliver extraordinary returns. For e.g. In the past four years 

residential locations in cities such as Ahmedabad and Mumbai performed better than most 

cities including cities like Hyderabad. Among states having economy of more than $100 

billion, Maharashtra and Gujarat have higher per capital income than other states. Delhi has 

the highest per capita income compared with other states, though its economy is around $56 

billion only. This thesis is contributing to the growing research field of Real Estate sector, 

in particular from Gujarat. Since many MNCs and investors are looking towards Gujarat as 

a next financial hub of India. 
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Introduction : 
 

“One of the valuable highlights of Real Estate is that it creates moderately steady aggregate 

returns that are a cross breed of wage and capital development. In that sense, Real Estate 

has a coupon-paying bond-like part in that it pays a standard, consistent salary stream, and 

it has a stock-like segment in that its esteem has an affinity to vacillate. Furthermore, 

similar to all securities that you have a long position in, you would favor the incentive to go 

up more regularly than it goes down. Most of the unpredictability in Real Estate returns 

originates from the capital thankfulness segment of profits. Salary returns have a tendency 

to be genuinely steady, and capital returns vacillate more. The instability of aggregate 

returns falls some place in the middle. 
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Need of Study  
This research study helps investors / potential buyers who are interested in real estate market 

in Gujarat, to see trends of real estate market now and then, also it helps buyers in which area 

there will be chances of growth and better opportunity for investment and for home shelter. 

Real estate is not a 'get-rich-quick' investment route. It pays off only when one invests in a 

property for at least 3-4 years. Even with a long-term investment horizon, one needs to have a 

clear exit strategy in mind before buying real estate as an investment. So, this research paper 

will help Investor to see how real estate companies performing by states of India, comparison 

of real estate companies by different states of India. Our study will also be useful to analyze 

the general impact of real estate development on FDI. It also help to analyze the impact of 

MNCs setting up their plant in Gujarat on real estate sector. Also covering impact of Real 

estate growth on economy of Gujarat and how real estate sectors development helps to attract 

MNCs to set up their business in Gujarat. 

 
 

Critical Literature Review  
Hilbers et al (2001) focus on the relationships between the real estate market and 

financial sector. In the analysis expected growth in income, anticipated real interest rate, 

taxes, demographic situation, availability of credit resources are emphasized as main 

determinants of real estate prices. The analysis of real estate market cycle and financial 

cycle reveal close relation between them. Analysis concludes that unbalanced real estate 

price developments often cause financial sector distress and that trends in real estate 

market should be monitored closely in the context of the financial sector analysis. The 

other finding of the paper is that price changes in real estate markets may be used as 

indicator for financial system. [1] 

 

 

Bardhan, Edelstein and Leung (2004) analyze the influence of globalization and openness 

of the country on real estate rents. Since rents are highly correlated with the price this 

study can also be used for the price analysis. The paper considers 46 ma or world cities 

and concludes that higher openness increases rents and hence it can be assumed that real 

estate prices rise as well. In the analysis such variables influencing real estate market are 

chosen: urban wages and price of services, gross domestic product and gross domestic 
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product per capita, city population, openness. The estimation results confirm the 

assumption that openness influence real estate prices positively as well as GDP. Besides, 

higher wages, higher services' prices and larger city population result in higher rents and 

it can be expected to lead to higher prices through an increase in demand
.[2]

 

 

Singh V and Komal (2009) explained in their article about the investment in India for 

property or industry use. And also they divide this sector into three division, under 1st one 

they explained the fundamental factor are affecting the real sector value like demand, supply, 

property, restriction to use and site characteristics. Under the 2nd and 3rd one, they explained 

the causes and constraints to the present real estate boom respectively in India. They also 

present the suggestion and future prospects of real estate in the country
.[3]

 

 

In his book “Housing Sector and the Economy: Global Experiences”, T R Venkatesh 

echoes similar thoughts. R. Venkatesh (2008), in his article, Recent Trends in Real Estate 

Marketing in India, writes about the contribution of IT Sector to fast growth of real estate 

sector in India. He highlighted that the expansion of Indian IT industry impacted 

profoundly the real estate industry. Highly paid young IT professionals led the boom by 

buying into high priced apartments in major IT centers across the country. The 

consequential rise in prices and boom leaves him wondering about the sustainability of the 

whole growth rate
.[17]

 

 

The report of India Real Estate Sector( July-December 2017) by Knight Frank states that 

there was a shrunk to a fraction of its size in less than a decade. Eight cities are covered in 

the report which saw a staggering ratio of just 100000 residential units entering the 

market. The sales volume was restricted to 228000 units again a fragment of its scale in 

the recent past. The standstill prompted by demonetization seem to have trimmed with 

time. The implication of RERA has forced developers to prelaunch their projects with 

attractive prices. It has resulted into price reduction in the market. The steady expansion 

of new age business such as co working space providers is also one of the defining stories 

of 2017.The government emphasizes on housing and its efforts to mitigate risk through 

structural reforms has forced investors to make changes in portfolio allocation strategy 
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allowing investment exposure to real estate market. There is addendum in capital 

movements aboard in the form of overseas residence. 
  

• Real Estate rules Notified. 
Stage 1 

 

• Establishment of Real Estate Regulatory Authority 
Stage 2 

 

• Functional Portal 
Stage 3 

 

• Establishment Of Real Estate Appellate Tribunal 
stage 4 

 

 
Stages of RERA  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
RERA Implementation Score 
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The Real Estate Sector in Ahmedabad saw a decline in sales by 49% against 89% decline 

in launches in year 2017.The Ahmedabad Office Market witnessed office space 

transactions of 0.32mn sq ft in H2 2017 ,which is 61% higher than space transacted in H2 

2016.Office Space Transactions grew by 53%. 
[4]

 

 

Authors Dr Jornardankoner, Arnab Chabiri , Nikhil agrawal, Rakhiphophlia, Angel Roy 

(2018) in their research “ Impact Of Demonetization on Real Estate Market in India 

emphasizes on the significance of real estate sector in India and its related issues. The 

\author focuses on issues related to land acquisition and lack of manpower required as a 

future course of development. The author also focuses on lack of fund utilization from 

various sources like insurance companies, and mutual funds. The old bye laws nd robust 

system has also hindered growth of real estate sector. Sale transaction are done through 

Power of Attorney to evade high transaction cost. Limited usage of FDI has obstructed 

growth of infrastructure and construction development. Lack of power to municipalities 
 

& urban local bodies have resulted in organizational problem. High morbidity rates, lack 

of planning, lack of commutation, poor operational management, are some of 

highlighting parameters of issues in real estate sector. Lack of framework of PPP model is 

also a matter of concern. The increasing population would accelerate the graph of 

urbanization by minimum 8 % which is a serious concern as the system is still devoid of 

proper framework, engineering implications, economical aspect, etc. The authors has 

done literature review of Delloite, The Time Square : a property Guide , impact of 

Trumph being elected , CBRE Global Real Estate Outlook 2017. The study done has 

shown a affirmative impact of demonetization on employment rate (most impacted). 

Innovative techniques have emerged as a surprise package post demonitzation. Population 

Trend has average impact on demonetization.The most significant impact ie Economical 

scenario post demonetization is yet not clear.The factor analysis was done by author 

based upon which major factors governing demonetization have been idealized. The 

factors are Employment Rate, Industry Innovation, Customer Buying behavior, 

population trend government policies, interest rate, and economic growth. 
[5]

 

 

The author Miss Shalinin R & Dr Mahua Biswas in their research on Impact Of GST on 
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Indian Real Estate Sector( 2016) states information about the current tax scenario 

(Service Tax & Value Added Tax) in real estate sector. The authors than states about the 

GST and its consequences on real estate sector. The author highlights about the two 

probabilities based on GST : 1) GST Rate 2) abetment for land value in total agreement 

value of under construction residential units. The author sleighs that based upon the 

current tax system the developer is not able to enjoy input credits of the tax which is than 

to be levied by customer. The perk of input credit is that there will be reduction in cost to 

end customer i.e less than 20% .The other probability of GST shall be input credit will 

not be available goods and services purchased for execution of work contracts. It can be 

observed that cost of under construction residential unit will increase post GST. Industries 

associated with real estate need to speak up to government to minimize the impact by 

clarifying position on work contract , composition scheme & already paid service tax & 

VAT by developers on under construction property.[6] 

 

Based on Real Estate Annual Handbook 2018 the establishment of RERA & GST the real 

estate sector is on the cusp of a complete makeover. DLF concludes stake sale in retail 

arm to GIc for INR 9000Cr. Further big ticket private equity investments take January - 

Aug deal tally to USD 13.8 bn. Government has unveiled new PPP policy as a part of 

push for affordable housing.GST will be levied at 12% on real estate sector as declared 

by Government. There will be 250 affordable housing projects for India. Mutual Funds 

can now invest in REITs, InviTS. Government planning to add more 40 more count o 

smart cities taking the total count to 100 Smat Cities. Blockchain Technology will 

transform the Real Estate Paradigm
.[7]

 

 

The report of IBEf 2016 provided summary, market overview ,porter’s five forces 

implication, and few strategies adopted by government to improvise the real estate sector. 

The porter’s five force model suggested: 
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Threat of  
New Entrants  

(Medium) 
 
 
 
 
 
 

 

Bargaining Competitive Substitute 

Power of Rivalry Products 

Customers (High) (Low) 
(Medium)   

 
 
 
 

 

Bargaining  
Power of  
Suppliers  
(Medium) 

 

 
Porter’s Five Force Model 

 

 

 Competitive rivalry: Strong rivalry due to large no of players operating 

in India. An absence of competitive neutrality due to unequal provisions 

of policy concessions.


 Threat of new Entrant: Uncertain investments timeline due to long 

gestation period. High cost of land and land use restrictions act as 

natural barrier.


 Substitute Products: Substitutes are mainly government providing 

housing mostly limited to economically backward class.


 Bargaining powers of suppliers: Unregulated and badly managed banks 

make land acquisitions difficult for real estate firms.


 Bargaining power of customers:Due to large variety of quality players 

the customers have many options to choose from
.[8]
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“The Emerging Horizons in Real Estate” released by JLL at the world economic Forum 

-2015 states that aggressive policy reforms can lead to a bull run. Both real estate cycles 

show a similar pattern of being policy induced, The earlier cycle followed massive 

economic liberalization policy while the second was the consequence of growth 

oriented reforms .Both domestic and foreign investors respond by stepping up 

investments enabled by cheap and easily available credit. Cities need much of 

government intervention to control the impact of land price swings. Much of the land in 

India’s city centre is currently unavailable for development because of political , legal 

or labor related litigation , this results in scarcity and land prices. Developers may face 

risk if they buy excess land during the bull phase in anticipation of further price 

appreciation and future development. Bureaucratic hurdles limit developers ability to 

react to market situations. On average project approval takes 12-24 months affecting 

developers construction plans. This was evident in Mumbai as a result Mumbai 

developers experienced higher vacancy rates and falling rents. 
[9]

 

 

“Rebooting Indian Real Estate” , A Twelve Month Realty Report Card of the NDA 

Government -2015 states about the work of Modi government and the survey of Real Estate 

fraternity.Major initiative taken by government having wide implications on real estate 

sector: Housing for all by 2022, Make In India, Setting up Special Investment Team ( 

Focusing on black money ), 100 smart cities, Pradhan Mantri Jhan Dhan Yojna( Financial 

Inclusion) , Swach Bharat Abhiyan, Digitisation. Promoting the construction of affordable 

housing by allocating 4000 crores, Tax benefits offered on repayment on principal as well 

as interest payments resulting in cheaper Home Loan Rates.Allocation of 5000 Crore 

towards building modern warehousing thus strengthening the supply chain positively 

influencing the real estate sector.In terms of Hospitality & Tourism world class convention 

centres (in Goa) to promote business tourism.Fast pace actions on Real Estate Investment 

Trust (REIT) by including it ints 1
st

 budget. Reintroduction of erstwhile successful 

infrastructure bonds to open up another channel of funds for infrastructure 

financing.Allowing foreign funds to invest in Alternative nvestments Funds for the 1
st

 

time.The survey done by JLL states Multiple investment avenues will benefit good 

investing options .The major policy of government has been The Land 
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Acquisition, Rehabilitation and Resettlement(LARR) Act, The Real Estate Regulatory 

Act( RERA), REITs and Goods and Service Act( GST) which are holding promis to to 

alter radically the functioning of Real Estate Sector in the medium term
.[10]

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Occupancy Chart 

 
 

 

In the book “ The Risk Management” Dr Mohammedhsakil S Malek explains about risk 

in real estate investment. Just for explanation, the real estate investment is the difference 

between the actual returns and expected returns. Due to their specific characteristics, 

such as long cycle, large investment and complicated factors influencing the risks of 

real estate investing have to face complications and the risk analysis is extremely 

important for investment in real estate.Companies use sophisticated methods of risk 

analysis (most quantitative analysis) to help real estate investors predicting and 

assessing risks before investing, avoiding potential loss and drawbacks. Compared with 

mature real estate market in the developed countries, the real estate market in India is at 

an early stage. The study on the risk management of real estate is mostly limited to 

qualitative analysis, rare in quantitative analysis. Most of these analyses are superficial, 

which is accompanied by a very wrong decision to invest in real estate. From the aspect 

of real estate, they put extra emphasis on the study of financial and accounting, but 

neglect the Indian own characteristics. The result of the survey indicates that the 

practice and knowledge of risk management in India/Gujarat is still low (hardly 50%, 

from survey). Although, most India/Gujarat’s real estate developers have heard about of 
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risk management, but they don’t know how really it can be used in their business (only 
 

47%, from survey). Almost all the real estate developers are not giving the priority to 
 

risk management in their real estate business. Unlike other industry, the high degree of 
 

fragmentation of the industry structure and the investment process, the lack of 
 

communication,  the adversarial  relationship among the participants are  barriers  for 
 

Indian/Gujarat real estate companies to achieve further development (Liu et al. 390). 
 

This research also suggest to establish a collaborative teamwork as suggested by Ji Mei 
 

(67), among the government, the university, the insurance company and the real estate 
 

companies to help the Indian/Gujarat real estate corporations establishment of a risk 

management system as shown in Fig
.[11]

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Fig:Teamwork Structure 

 

Conclusion: 

 

The Indian Real Estate is one of the pioneers sector of our country. Relentless 

development & growth have resulted in prosperity of this sector. The growth being 

stipulated on such a magnanimous scale needs to identify the varied investment 

options so as to sustain its effectiveness. An statistically determined approach with 

certain uncertainties needs to be identified and implemented with aim of providing 

maximum rate of returns ot the end user followed by the provider. 
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