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Leading realty players partner with international investors to 
scale up their operations: ICRA 
  
The commercial real estate sector has reported a gradual recovery since FY2015 with improved 
absorption, coupled with stable rentals, encouraging various large international funds and private equity 
players to invest in rent-yielding commercial properties. For instance, Blackstone, the largest alternative 
asset manager in the world, has emerged as a leading office space owner in the country with a portfolio 
of ~35 million square feet (sq ft) acquired along with its partners (Bangalore-based Embassy Group and 
Pune-based Panchshil Group). Other prominent investors include Brookfield Asset Managers, GIC 
(sovereign wealth fund of Singapore) and the Canadian Pension Fund.  
 
Shift in development model ignites interest of international developers 
Of late, many of these international institutional investors have also started looking at residential real 
estate favourably, albeit in a selective manner. Real estate development traditionally involved outright 
purchase of land parcels, which were subsequently developed and sold. This, however, necessitated a 
large upfront investment by the developers for acquiring the land parcel. Moreover, the delays in the 
launch of the projects resulted in a lock-up of the developers’ capital over a longer time period, thus 
eroding the returns on capital employed. 
 
The past decade, therefore, saw other asset-light models of development, like joint development 
agreements (JDAs), joint ventures (JVs) and more recently, development management agreements 
(DMAs) gaining prominence. These models, besides lowering the upfront capital requirements, also 
reduce the exposure to risks associated with land conversion and other requisite approvals. This shift 
from the land-banking model to project development has also attracted many international investors. The 
same is evidenced from the various investment platforms that have been launched by prominent 
developers in partnership with international investors, including pension funds, sovereign wealth funds 
as well as private equity entities, for investments across a number of projects. 
 
Among the first to do so was Godrej Properties Limited (GPL), which launched a US$ 200 million 
investment platform in partnership with Dutch pension fund asset manager APG Asset Management NV 
in 2012, following it with an additional US$ 275 million platform with the same investor in March 2016. 
The table below gives the details on some of the notable transactions. 
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Table 1: Details on Recent Transactions 

# Developers Investor Investment 
Quantum 

Year Comments 

1 Godrej Properties 
Limited 

APG US$ 200 million 
US$ 275 million 

2012 
2016 

Investment platform 

2 DLF Limited GIC US$ 300 million 2015 Divestment of 50% 
stake in a project 

SPV 

3 Brigade Enterprises 
Limited 

GIC ~US$ 250 million 2015 Investment platform 

4 Shapoorji Pallonji 
Group  

Standard 
Chartered PE, 

ADB, IFC 

US$ 200 million 2015 Investment platform 

5 Piramal Realty Warburg Pincus 
Goldman Sachs 

US$ 284 million 
US$ 150 million 

2015 
2015 

Divestment of 
minority stake 

6 Tata Housing CDC 
IFC 

US$ 25 million 
US$ 25 million 

2016 
2015 

Investment platform 
for Tata Value 

Homes 

7  Salarpuria Properties Apollo Global 
Management 

N.A. 2016 Investment platform 

Source: ICRA research 
 

 

Real estate developers perturbed by cash flow related challenges 
While the private equity investment inflow in the industry has been healthy, the domestic real estate 
developers have been grappling with challenges such as subdued sales as well as cash flows. The 
demand for residential real estate has been subdued, given the high real estate prices coupled with 
weak consumer sentiment and general economic uncertainty. This in turn has resulted in a decline in 
fresh supply with the developers focusing more on offloading existing stock as opposed to launch of new 
projects. Moreover, the developers are also facing delays in project execution, owing to various supply 
side challenges such as delays in receipt of approvals as well as paucity of manpower and working 
capital funds. Considering that the payment schedule for customers is typically linked to the construction 
progress achieved, such delays in execution have resulted in decline in customer receipts thus 
impacting the cash inflows. This coupled with the inability to monetize projects (and /or land parcels) has 
led to increased dependence on external sources of funding, as reflected by the rising debt levels. With 
the banks adopting a more cautious approach towards the real estate borrowers, developers are 
increasingly looking at alternative sources of funding.  
 
Investment platform and direct investment limited to top-rung developers; structured 
instruments favoured means of investment in mid-level developers 
Given the limited supply coupled with the delays in execution across projects, there has been a shift in 
consumer preference towards projects from large and reputed players. This, however, has helped 
support the sales for large developers, though the overall demand continues to remain muted. 
 
Commenting on the trend, Mr. Shubham Jain, Vice President, ICRA, said: “By partnering with well 
established and experienced developers, having a demonstrated track record of execution as well as  
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delivery of projects, the private equity investors are able to participate in the domestic real estate sector 
while also reducing the exposure to execution as well as counterparty risk.” 
 
The investment platforms provide the developers with access to capital, which can be deployed across 
projects. The investment is typically routed at the project Special Purpose Vehicle (SPV) with the costs 
and profits to be shared by the partners in a pre-determined manner as per their respective economic 
interest. The investor is associated with the project since the start, and is provided an exit through the 
ultimate monetisation of the project. Many a times, the interim profits generated from the projects are 
invested in acquiring interest in new projects thus lowering the incremental equity contribution from the 
partners as well as being a more tax efficient way of channelising profits. 
 
“The stress in the industry has made available ample of investment opportunities in the sector at 
attractive rates. With over US$ 2 billion of capital commitment expected under various platforms, the 
leading developers would be able to acquire new projects thus ensuring a steady launch pipeline over 
the medium term. Moreover, the equity nature of such partnerships would reduce the burden of 
providing any committed exit to partners,” Mr. Jain added 
 
An analysis of the recent private equity investments in the sector shows that while such partnerships 
have been largely limited towards leading developers, the mid-rung developers have attracted 
investments in the forms of debt or structured instruments which allow for profit-sharing with pre-defined 
minimum returns. While the structured instruments yield a relatively lower return for investors, at 16% to 
20%, the downside remains limited, given the debt-like characteristics of minimum guaranteed return as 
well as assured capital. The significant funding requirement in the industry has created an opportunity 
for non banking financial companies (NBFCs) considering the less rigid regulatory environment coupled 
with their larger risk appetites.  
 
Recent policy initiatives favourable for foreign investors 
The recent policy changes are also expected to help create a more favourable operating environment for 
foreign investors. For instance, the recently passed Real Estate (Regulation and Development) Act, 
2016 (RERaD Act or The Act or the Regulation) Act 2016 Bill seeks to bring in structure and much-
needed transparency in the industry and thus is expected to be a positive for the sector in the long run. 
 
The Government of India (GoI) has also amended the foreign direct investment (FDI) norms for the real 
estate sector (along with 14 other sectors in November 2015), in order to provide an impetus to foreign 
investment as well improve the overall investment environment. The reforms pertaining to the real estate 
sector include removal of the minimum FDI eligibility criteria in terms of size from (20,000 square meter 
earlier) and capital (US$ 5 million earlier). Further, the GoI has also permitted FDI investment in 
completed projects. Both these developments would enable foreign investors access a larger pool of 
projects. As per the revised norms, each phase of the project would be considered as a separate project 
for the FDI policy. The GoI has also eased the process of exit for the foreign investors by allowing exit 
and repatriation of the investment before the completion of the project, provided a lock-in period of three 
years, calculated with reference to each tranche of the foreign investment, has been completed. 
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