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Net absorption across top six office
markets witnessed 14% expansion to
reach all-time high absorption of 65
msf in FY2025; expected to sustain
similar levels in FY2026.

Rental income for mall operators is
anticipated to grow by 9-10% in
FY2026, driven by scheduled rental
escalations, healthy occupancy, and a
recovery in tenant trading
performance.

In the office segment, FY2025 saw a record-high net absorption of approximately 65 million square feet
(msf) across India’s top six cities — MMR, Bengaluru, Hyderabad, Chennai, Pune, and Delhi-NCR —
surpassing the supply of 58 msf. This momentum is expected to continue in FY2026, with net absorption
levels remaining strong and vacancy levels projected to decline further to 13.0-13.5% by March 2026
(from 13.9% as of March 2025 and 15.5% as of March 2024). The demand is being driven by expanding
Global Capability Centres (GCCs), BFSI institutions, flex-space operators and domestic IT-BPM firms.

The credit profile of office players is expected to remain stable, driven by healthy growth in net
operating income (NOI)” backed by rise in occupancy and higher rentals. Consequently, the leverage, as
measured by debt/NO], is likely to improve to 5.0-5.5 times as of March 2026 from an estimated 5.5-6.0
times as of March 2025. ICRA expects the debt coverage, as measured by the DSCR, to remain healthy at
1.35-1.4x in FY2026, compared to 1.3x in FY2025.

In the retail segment, vacancy levels are expected to remain stable at 11-11.5% in FY2026 for the top six
cities, supported by balanced supply and sustained demand. New Grade A mall supply is projected at 3.0—
3.5 msf, lower than the 6 msf added in FY2025, with Pune and Hyderabad leading the additions. Trading
values for mall tenants are projected to grow by 6-7% YoY (PY: 4%), with segments such as apparel,
electronics and accessories, food, and family entertainment centres (FECs) expected to lead this growth.

ICRA expects the credit profile of the mall operators to remain stable, driven by healthy NOI,
comfortable leverage and debt coverage metrics. The leverage ratio for the malls, measured by debt-to-
NOI, is likely to sustain at previous year’s levels of 5.0-5.2x as of March 2026. The DSCR, which was around
1.45x in FY2025, is projected to improve to 1.6x-1.65x in FY2026.

ANet operating income (NOI) is defined as lease rental income and maintenance income less maintenance, property tax, insurance and any other direct expenses associated with the property
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