Bulk buying of

Fund houses bail out
developers by buying
at 20-25% discount
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A clutch of real estate dedicated
funds are looking at bulk buying
of inventory [rom developers
and helding it for twothree
years, Market watchers and ana-
tyst say that the trend reflects an-
othervariant of structured debis
and gives an oppartunity. to
cashstarved developers to at-
tract fund to ongoing peojects.
Typically, under such arrange-
ment, the funding companies
provide money to projects in
nearcompletion stages and buy
apartments at a discount of 20-
25 per cent. They typically hold
the asset for a period of two
yedrs,

Prime players
Players like Mramal Fund Man-
agement,  Misus | Finance,

Centrum-owned [PAL and JLU's
investment  arm  Segregated

Funds, ICIC Prudential's real es-
faie arm, and Edelwelss am
among those who have been un-
dertaking such activities,

Real estate fpcussed fund
Misus Finance Services Co says
the company is able fo secure
good deals. "We look at bulk buy-
ing of Imveniery at deep dis
count. We invest in projects
which are neiring compietions
and hold on o the investment
for about 23 wears® Amit
Goenka, CEQ; Nisug Finance Ser-
vices said.

PMramal Fund Management
has already been doing such
deals. It has made several such
mvestments m Mumbal and
Chennai among others and has
et ralsed funds to the tune of
af 1500 crore for such projecis.

Segregated Funds Group, the
investment arm of the con-
sultancy firm fones Lang LaSalle

[ndia too has been investing

heavily in bulk buying of invent-
ory. The fund said it has €600
crore  of  asset  Lnder
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“The market is solt and by in-
vesting in bulk inventory, we see

Inventory gaining
currency in tepid realty market

The funding companies provide money to projects In near-co mpletion stages and buy apartments 2t3 discount

goud risk adjusted return. Addi-
tionally, the construction risk is
mitgated,” Mridul Upret, CEO,
JUL Segregated Fund Group, said,
The company has invested in
projects in NCR, Bengaluru and
Pune among others.
Intarestingly. the trend of bulk
buying or REO assets has galned
prominence after the housing
Sector went topsy-turvy fallow.
ing the sub-prime crisis in the

3, However, Ay lain, ED, Invest-
wenl Banking & Head, Real Fs
ate Group, Centrum, said such
eals, even though attractive,
comes with its sat of problems,

Not risk-free
“In a tepid market, the onus of
selling agariment to buyers be-
comes the worry of the fund
houses. We see lot of people who
had undertaken bulk buying

ave gone back to structured
debt,” Jain said, Centrum backed
IPAL alsp works on the bulk buy-
g [nventory model

ypically, real estare funds

vour debt lending.  Having
equlty is considered riskier than
debr funding. Market waichers
also note that project delays and
lack of price appreclation may
eat Into the returns of fund
hauses.




