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A GLIMPSE OF THE ECONOMY

Indian economic growth moderated in the
quarter ended September 2018, slowing from a
high of 8.2% during the previous quarter to
7.1%. The growth was largely attributed to
sectors such as public administration, defense
and other services (10.9%); electricity, gas, water
supply & other utility services (9.2%);
construction (7.8%); and manufacturing (7.4%).
However, the real estate services (along with
financial and professional services) sector slowed
slightly from 6.5% in the previous quarter to
6.3% during the review period.

Retail inflation (measured by consumer price
inflation or CPI) remained stable at 3.7% in
September 2018, and then declined steadily to
3.4% in October 2018 and to 2.3% in November
2018. The decline was attributed to a sharp fall in
global crude oil prices as well as lower food
prices. Easing inflation, moderation in
international crude oil prices and a resurging
rupee led the central bank to maintain the repo
rate stable at 6.5% during monetary review in
December. However, due to reduced inflationary
pressures and challenges to growth, the central
bank reduced rates in February 2019; changing
its stance from calibrated tightening to neutral.

On the other hand, Industrial production which
is measured by Index of Industrial Production
(IIP) witnessed a growth of 8.1% during October
2018 compared to October 2017. In terms of
sectoral contribution electricity led the growth
with 10.8% increase followed by manufacturing
sector (7.9%) and mining (7.0%).
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*Arrows indicate change over H1 2018

Figure 1: Gross Domestic Product (GDP) & Index of Industrial Production
(IIP)
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Source: MOSPI, CBRE Research, H2 2018.

*IIP is an abstract number (with base 2011-12), the magnitude of which
represents the status of production in the industrial sector for a given period of
time as compared to a reference period of fime.

Similarly, India’s Manufacturing Purchasing
Managers’ Index (PMI) also improved at the end
of the year with increased production and
employment in response to strong inflow of new
business. Though the December 2018 PMI was at
53.2 compared to 54 in November, PMI reported
in the last quarter of 2018 was the second highest
in 2018 and contributed to the highest quarterly
average since Q3 FY 2012.

POLICY INITIATIVES PROPELLING THE
INDUSTRIAL AND LOGISTICS SECTOR

The contribution of the logistics sector in the
economic development of India has been
compelling in the past couple of years.
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Planned investments by the government, improving infrastructure and opening-up to the global market
had led to robust growth of the sector. According to ICRA, the Indian logistics sector is expected to grow
at a rate of 8-10% and reach about USD 200 billion over the medium term (2025). The government has
undertaken numerous measures in the past few years to strengthen the sector through structural policy
reforms such as implementation of the Goods and Services Tax (GST), Make in India initiative, granting
infrastructure status and setting up multimodal logistics parks across the country. In H2 2018, the state
government of Maharashtra took steps to stimulate private partnerships for industrial developments.
These included increasing the FSI from 1 to 2, incentivizing stamp duty, reducing minimum land
requirement from 40 hectares to 20 hectares and revising the land use ratio (industrial: others) from
60:40 to 80:20. The state also introduced an integrated logistics policy, which promotes setting up of
120 logistics parks across the state under the supervision of the Maharashtra Industrial Development
Corporation (MIDC).

These policy reforms and infrastructure development initiatives supported by a business-friendly
environment reaped benefits for the country, as India’s rank in the World Bank’s Ease of Doing
Business Index improved 23 notches in 2018. Also, credit rating agency Moody’s upgraded India’s
Sovereign Ratings from Baa3 to Baa2. In addition, the country’s ranking in the World Bank’s Logistics
Performance Index (LPI) improved from 54 in 2014 to 44 in 2018.

INCREASING INTEREST FROM INSTITUTIONAL INVESTORS

Growth in demand for investment grade warehousing space, particularly from sectors such as e-
commerce and 3PLs, government initiatives aimed at promoting private sector participation in supply
creation, and implementation of the GST, amongst other measures, have resulted in rising investments
in this sector over the past couple of years. Few major investment deals reported during 2018 are

highlighted below:
Investor Developer City Segment Type
Warburg Pincus e-Shang Redwood Kolkata Logistics Park Merger
e-Shang Redwood e-Shang Redwood Chennai Logistics Park Land Acquisition
Crystal (Direct Deal) Indospace Ahmedabad Industrial & Logistics Park N
Emami Paper Mills - Gujarat Engineering & Manufacturing Land Acquisifion
MRF - Gujarat Engineering & Manufacturing Land Acquisition
Bodal Chemicals - Gujarat Engineering & Manufacturing Land Acquisition
Rosenberger Embassy Pune Engineering & Manufacturing Industrial
Fauredia Embassy / KSH Pune Automotive Industrial
Brose Local Pune Automotive Industrial
GKN Fokker Elmo Embassy Pune Aerospace Indusrial
Premier Ltd Global Group Pune Engineering & Manufacturing Industrial
BMW e-Shang Redwood Pune Automofive Industrial
Agson Global Pyt Ltd Sonipat NCR Warehouse 40 Acres — For warehouse development
Embassy Industrial Park Farukh Nagar NCR Warehouse 108 Acres — For warehouse development
All Cargo Farukh Nagar NCR Warehouse 108 Acres — For warehouse development
Indospace Logistics Park Luhari NCR Warehouse 65 Acres — For warehouse development

Source: CBRE Research, H2 2018.
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In addition to the above, domestic and foreign players concluded land acquisition deals in major cities
of India. Some of these key deals have been mentioned below:

Investor Developer City Nature of Deal

Hlipkart 100 Kolkata Acquisition
¢-Shang Redwood 100 Chennai Acquisition
¢-Shang Redwood 80 Mumbai Acquisition
¢-Shang Redwood 55 Pune Acquisition
TVS Infrastructure 50 Chennai Acquisifion
e-Shang Redwood 48 Mumbai Acquisifion
e-Shang Redwood 39 Kolkata Acquisifion

Embassy 27 Kolkata Acquisition
Colt Data Centre 15 Navi Mumbai Acquisition

Source: CBRE Research, H2 2018.

OVERALL SPACE TAKE-UP CROSSED 24
MILLION SQ. FT. IN 2018 - AN ALL-TIME
HIGH

The implementation of GST has had far reaching
implications on the warehousing and logistics
sector. As expected, GST has resulted in the
abolition of state-level VAT check-posts which in
turn has reduced transit time. Corporates are
now gradually consolidating into larger
warehouses to reduce their total numbers of
facilities, which in turn reduces operational cost
and improves efficiency. The second half of 2018
witnessed robust leasing activity with about 14.3
million sq. ft. of space take up, a 46% increase on
a half-yearly basis. Mumbai dominated leasing
activity with a share of about 21%, followed by
Delhi-NCR (20%) and Chennai (16%).

For the entire 2018, leasing quantum crossed 24
million sq. ft.; the highest ever till date and
recording a growth of more than 40% y-o-y.
Delhi-NCR, followed by Mumbai, Bangalore and
Chennai dominated space take-up, accounting
for a share of almost 74%.

COUNT OF LARGE SIZED DEALS (MORE THAN
100,000 SQ. FT.) ALMOST DOUBLED IN 2018
COMPARED TO 2017

Figure 2: City Wise Leasing Activity
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Source: (BRE Research, H2 2018.

The implementation of GST coupled with quality
supply from reputed developers resulted in an
increase in average deal size in the past 2 years,
from 75,000 sq. ft. in 2017 to about 90,000 sq. ft.
in 2018. In H2 2018, about 28% of the space take-
up was recorded in large sized transactions (more
than 100,000 sq. ft.). Small sized deals (ranging
between 20,000 - 50,000 sq. ft.) accounted for a
share of about 47%, while medium sized deals
(ranging between 50,000 — 100,000 sq. ft.) had a
share of about 25%.

Mumbai, followed by Delhi-NCR and Bangalore,
dominated large-sized deal closures in H2 2018,
while a few such deals were also reported in
Chennai, Pune, Hyderabad and Kolkata.
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3PL LED LEASING ACTIVITY IN H2 2018, Figure 3: Segment Wise Leasing Activity
FOLLOWED BY ENGINEERING & Others
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MANUFACTURING fmcs 8%

3%
Retail
3PL service providers led leasing activity in H2 6
2018 with a share of about 40%, followed by 4302;;
engineering and manufacturing (22%) and e-
commerce (21%). Other sectors such as retail,
FMCG, electronics also contributed to the overall E-Commerce

0
leasing activity. 2

MUMBAI, DELHI-NCR AND CHENNAI
REMAINED THE TOP DEMAND DRIVERS IN H2

Engineering &
2018 Manufacturing
22%
L. Others include companies from sectors such as Telecommunications and Media,
The overall demand for logistics and amongst others.
warehousing space in H2 2018 was largely Source: (BRE Research, H2 2018.

concentrated in Mumbai (21%), Delhi-NCR (20%)
and Chennai (16%), closely followed by
Bangalore (15%). Hyderabad and Kolkata
accounted for shares of 14% and 9% in the
overall space take-up. The cities of Pune and
Ahmedabad collectively held a share of 5%.

RENTAL APPRECIATION WITNESSED ACROSS
VARIOUS MICRO-MARKETS

Rentals continued to appreciate in several micro-
markets across cities. The Western corridor in
Hyderabad led rental appreciation on a half
yearly basis, at about 20%, followed by the
Western and Northern belts in Chennai (8-11%).
Meanwhile, other micro-markets such as NH-8 in

While Chennai witnessed a growth of about Delhi-NCR, the Northern Corridor in Hyderabad,
104%, Hyderabad and Kolkata witnessed growth  and NH-24 in Ghaziabad, reported a rental

When compared on a half-yearly basis, almost
every city witnessed a growth in space take-up.

of 93% and 73% respectively. Other cities such as appreciation of 1-3% on a half-yearly basis. The

Mumbai (54%), Delhi-NCR (41%) and Pune increase could be attributed to sustained

(17%) also witnessed strong growth. demand and regular enquiries from various
occupiers. Rentals in other micro-markets across
cities remained stable during the review period.

Table 1: Major Logistics / Industrial Developments Across Leading Cities

Area (in  Expected Date

Project / Developer Location i Type g & Carebiter
All Cargo Logistics Gurgaon Delhi-NCR Logistics 185 2019
Embassy Industrial Park Gurgaon Delhi-NCR Logistics 110 2019
Indospace Gurgaon Delhi-NCR Logistics 107 2019
Antonov Space Bhiwandi Mumbai Logistics 100 2019
Global Logistics Bhiwandi Mumbai Logistics 100 2019
Antariksh Group Bhiwandi Mumbai Logistics 85 2019

Source: (BRE Research, H2 2018.
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MARKET SUMMARY

Delhi-NCR reported strong demand for
warehousing space during the second half of
2018 as leasing activity grew by about 41% from
H1 2018. Driven by 3PL (46%), e-commerce
(29%), and retail (25%) sectors, leasing activity
was mostly concentrated across independent
developments in Farukh Nagar, Taoru Road,
Binola and Jamalpur in Gurgaon. Also, a small
sized transaction was concluded in Dasna,
Ghaziabad during the review period.

A few notable transactions observed during the
review period include Rhenus Pro and Stellar
Value Chain leasing about 650,000 sq. ft. and
600,000 sq. ft. respectively in Farukh Nagar,
Gurgaon; retail occupants such as Reliance Retail
taking up about 255,000 sq. ft. in Jamalpur,
Gurgaon and Vishal Mega Mart leasing about
100,000 sq. ft. in Farukh Nagar, Gurgaon.
Further, e-commerce firms such as Flipkart also
leased about 750,000 sq. ft. and 100,000 sq. ft.
respectively in Farukh Nagar and Binola,
Gurgaon.

No supply addition was recorded during this
review period. The city witnessed rental
appreciation in the range of 1-3% on a half-yearly
basis in the micro-markets of Gurgaon and
Ghaziabad.

Table 3: Sub-market Key Stats

Rental Values in H2

Figure 4: Rental Value Movement

(INR/ sq. ft. / month)
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Source: (BRE Research, H2 2018.

Table 2: Selected Leading Transactions

Size (sg.

Property Location ) Tenant
oo 0 e
R
I')ne(izf:;:;':t Gurgaon 600,000 Stellor Value Choin
B"e‘iii’fﬁii"ni I 255000 Reliance Retail

Source: (BRE Research, H2 2018.

Rental Values in H1

Micro-Market 2018 (INR/sq. ./ 2018 (INR/ sq. . / CHﬁfn;ee"(% Chzgj(oo)
month) month)
Delhi 38-52 3852 00 0.0
Gurgaon (NH-8) 16—22 15-22 30 30
Kundli/Murthal/Akbarpur (NH-1) 11-16 11-15 0.0 40
Ghaziabad (NH-24, 58, 91) 17-215 17-21 1.3 1.3

Source: (BRE Research, H2 2018.
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Mumbai continued to witness robust leasing
activity during second half of 2018, with the
closure of several medium to large-sized
transactions. The city witnessed a nearly 54%
increase in absorption levels in comparison to
H1 2018. Although 3PL players dominated space
take-up (with a share of approximately 71%),
occupiers from other sectors such as e-commerce
(8%) and paints & chemicals (8%) were also
active across micro-markets. In conjunction with
trends reported in the previous quarters, leasing
activity remained concentrated in the Bhiwandi
region. In addition, industrial demand was also
dominated by Navi Mumbai, followed by
Bhiwandi.

Space-take up was led by the e-commerce sector,
with a major global e-commerce player leasing
approximately 250,000 sq. ft. 3PL companies
such as DHL (225,000 sq. ft.) and Avana Logitek
(200,000 sq. ft.) were also active in Bhiwandi.
Demand for industrial space was driven by
corporates such as Stock Holding Document
Management Services (49,000 sq. ft.) and My Car
(43,000 sq. ft.), amongst others, in Navi Mumbai.

The city witnessed supply addition of about 2.1
million sq. ft. during the review period. In
addition, the city also witnessed new project
launches of approximately 0.9 million sq. ft.
Rental values remained mostly stable during the
current review period.

Table 5: Sub-market Key Stats

Figure 5: Rental Value Movement

(INR/ sq. ft. / month)
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Source: CBRE Research, H2 2018.

Table 4: Selected Leading Transactions

Size

Property Location (sq. . Tenant
otk Bwond  sopop  LocbeLoastc
Solutions
Global Realty Bhiwandi 400,000 (iti Solution
Renmssance Bhivandi 250,000 Large e-commerce
Industrial Park Player

Source: CBRE Research, H2 2018.

Micro-Market Rental Values in H2 2018  Rental Values in H1 2018  Half Yearly Y-O-Y
(INR / sq. ft. / month) (INR / sq. ft. / month) Change (%)  Change (%)
Bhiwandi (NH-3) 17-20 17-20 0.0 233
Panvel (NH—4 & NH—17) 20-25 20-25 0.0 0.0
TTC MIDC (Industrial) 35-45 35-45 0.0 143

Source: CBRE Research, H2 2018.
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MARKET SUMMARY

Leasing activity in Bangalore largely remained
stable during the second half of 2018 vis-a-vis H1
2018. Space take up was largely concentrated in
West Bangalore, followed by East Bangalore and
South Bangalore. North Bangalore on the other
hand was largely dormant and reported
negligible activity owing to the limited
availability of quality warehousing spaces.
Demand was largely dominated by retail players,
followed by 3PL, manufacturing and e-commerce
companies.

At the micro-market level, West Bangalore led
leasing activity, accounting for about 71% of the
overall space take-up. It was followed by East
Bangalore (15%) and South Bangalore (14%).
Retail players led with a 36% share of overall
leasing, followed by 3PL (~25%) and
manufacturing (~23%) companies.

A few notable transactions concluded in H2 2018
included Future Supply Chain occupying 0.49
million sq. ft. and Delhivery taking up 0.16
million sq. ft. in West Bangalore. In East

Bangalore, Patanjali leased about 0.12 million sq.

ft. and YCH Logistics took up around 0.11
million sq. ft. In South Bangalore, DHL leased
about 0.11 million sq. ft.

The city witnessed new supply addition in the
form of TVS Infra development on Hosur Thally
Road during the review period. We expect more
quality supply to enter the market in the coming
few quarters.

Table 7: Sub-market Key Stats

In addition, limited availability of ready to move
in space has led to prominent companies pre-
committing medium-large size deals. Rental
values remained largely stable across (H-o-H)
North, East, West and South Bangalore.

Figure 6: Rental Value Movement
25
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(INR/ sq. ft. / month)
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Source: (BRE Research, H2 2018.

Table 6: Selected Leading Transactions

Property Location Siz; gsq. Tenant
Independent Tumkur Road & Future Supply
building Nelamangala 491,000 Chain
Thyamagondly
Independent
nbiﬁfi?n;n Road & Kunigal 160,000 Delhivery
Road
Independent
nb?i)lfi[i]n;n Budhigere Road 120,000 Patanjali

Source: (BRE Research, H2 2018.

Micro-Market Rental Values in H2 2018  Rental Values in H1 2018  Half Yearly Y-O-Y
(INR / sq. ft. / month) (INR / sq. ft. / month) Change (%)
North Corridor 16—128 16—128 0.0 0.0
East Corridor 17-22 17-22 0.0 0.0
West Corridor 12-17 12-17 0.0 0.0
South Corridor 18-22 18-22 0.0 0.0

Source: (BRE Research, H2 2018
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MARKET SUMMARY

Chennai continued to witness robust leasing
activity during the review period, with several
large to medium sized leases concluded. The
Northern Industrial Belt dominated overall
leasing with a share of more than 52% of total
absorption during the review period. Leasing
activity was driven by engineering &
manufacturing, 3PL, electrical & electronics and
e-commerce corporates. Increased demand and
limited supply addition resulted in rental values
increasing by about 9-10% on a half-yearly basis.

The Western Industrial Belt was not far behind
and contributed about 43% to the overall leasing
activity in the city. Major occupiers in the micro-
market included engineering & manufacturing,
3PL and automobile firms. The Southern
Industrial Belt accounted for about 4% of the
overall leasing, majorly driven by auto-ancillary
occupiers.

Notable transactions during the review period
included Usha International leasing about 0.3
million sq. ft., Reliance’s e-commerce platform
leasing 0.27 million sq. ft., Kobelco Cranes
leasing about 0.2 million sq. ft. and Proconnect
leasing 0.1 million sq. ft. in the Northern belt.
Royal Enfield took up about 0.2 million sq. ft.
and Flextronics leased 0.15 million sq. ft. in the
Western Belt.

The city also witnessed new supply addition
(dominated by Northern Chennai) of about 0.6
million sq. ft. with small - medium sized
warehousing developments completed. The city
also witnessed interest from prominent
developers such as Indospace, Ascendas-
Singbridge, e-Shang Redwood, etc, to acquire
land parcels (mainly in North and West Chennai)
and set up industrial and logistics parks.

Owing to limited supply and increased demand
from engineering & manufacturing, 3PL and
electrical & electronics occupiers, rentals
increased by about 8-11% on y-o-y basis in core
locations such as Western and Northern belt.

Figure 7: Rental Value Movement
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Source: (BRE Research, H2 2018.
Table 8: Selected Leading Transactions
Property Location Sl Tenant
sg. ft.)
Independent Ush
niepenen Poochefipedu 300,000 ’ 0
Development Interational
I t Reliance -
ndependen Cholovaram gp  Pelonee-
Development Com

Source: CBRE Research, H2 2018.
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Table 9: Sub-market Key Stats

. Rental Values in H2 2018  Rental Values in H1 2018  Half Yearly Y-O-Y
Micro-Market

(INR / sq. ft. / month) (INR / sq. ft. / month) Change (%)  Change (%)

Western Belt - Sriperambadur,

Oragadam, and Vallom 2-28 20-125 11 8.7
Western Belt - Mappedu,
Mannur and Thiruvallur 15-21 14-19 9.1
North Chennai (Puzhal,
Manali, Red- hills) 14-17 n-17 107 107
Souther Belt - 6ST Road 25-32 25-32 0.0 00

Source: (BRE Research, H2 2018.
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Hyderabad witnessed a marginal increase in
demand for warehousing space during the
second half of 2018 in comparison with H1 2018.
Northern Corridor dominated total space take-up
during the review period by contributing to about
76% of overall leasing. Leasing was largely led by
occupiers from e-commerce, FMCG and 3PL
sectors in independent developments across
micro markets. The Southern Corridor accounted
for about 13% of the leasing activity followed by
Eastern Corridor (6%) and Western Corridor
(5%).

During the review period, FMCG players led the
leasing activity and accounted for about 33% of
the total space-take up, followed by 3PL (19%), e-
commerce (18%), Electronics (10%) and
Engineering & Manufacturing (7%). Medium-to-
large sized transactions comprised majority of
the concluded deals. Occupiers such as Flipkart,
Reliance, Rivigo and Paragon took large sized
spaces above 100,000 sq. ft. in the Northern
Corridor.

With increasing demand in the Northern and
Western Corridors, rental values increased by 2%
and 20% respectively on a half yearly basis in
these micro markets. However, rental values in
the other micro markets remained largely stable.

The city also witnessed supply addition of about
0.25 million sq. ft. in the Southern Corridor
during the review period.

Table 11: Sub-market Key Stats

Figure 8: Rental Value Movement

H22016  H1 2017 H22017  H12018  H22018
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Source: (BRE Research, H2 2018.

Table 10: Selected Leading Transactions

Property Location Siz;.gsq. Tenant
Indian Logisfics Kistapur 250,000 Hlipkart
lw;[;?:i:r Pudur 180,000 Reliance
l\r;\;i::;?:iizt Devaryamial 132,000 Rivigo

Source: (BRE Research, H2 2018.

Micro-Market Rental Values in H2 2018  Rental Values in H1 2018  Half Yearly  Y-O-Y
(INR / sq. ft. / month) (INR / sq. ft. / month) Change (%)  Change (%)
North Corridor 10.0-150 95-150 20 6.4
Wesfern Corridor 160-20.0 16.0-20.0 0.0 0.0
Eastern Corridor 10.0-14.0 8.0-120 200 200
Southern Corridor 11.0-13.0 11.0-13.0 0.0 0.0

Source: (BRE Research, H2 2018.

H2 2018 CBRE Research
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Pune witnessed an increase in leasing activity Figure 9: Rental Value Movement
during H2 2018 compared to H1 2018. Majority 2%

of the transactions were concluded in the

medium to large-size formats; primarily by 5

occupiers from the engineering and
manufacturing, automobile and e-commerce
sectors. The micro-market of Chakan remained
the most preferred amongst occupiers, while a

(INR/ sq. ft. / month)

large-sized transaction was also concluded 2
within a prominent Grade A development in 9
Hinjewadi.

20

bl . durine th . H22016  HI2017  H22017  H12018 22018
Few notable transactions during the review u Northern Region ((hakan-Talegoon) = Ecstern Region (Sanoswadi-Ranjmgoon)

period included Brose leasing about 270,000 sq. Pimpii-Chinchad

ft. in Hinjewadi followed by Mahale leasing

about 100,000 sq. ft. The city did not witness any Source: (BRE Research, 2 2018

development completion during the review Table 12: Selected Leading Transactions

period; however, two new projects were launched

in Chakan by leading developers. On the rental Property Silz (s9.

) Tenant

Location

front, values remained stable across all micro-
markets. An upward pressure on rents may build

if the expected supply is not delivered in the Ponkej Bl Hineodi 270,000 Brose

medium to long term.
Indospace (hakan 100,000 Mahale

Source: (BRE Research, H2 2018.
Table 13: Sub-market Key Stats

Rental Values in H2 2018  Rental Values in H1 2018  Half Yearly Y-O-Y

Micro-Market (INR / sq. ft. / month) (INR / sq. ft. / month) Change (%) Change (%)
Northern Region (Chakan- 24 2496 00 00
Talegaon)
Eastern Region (Sanaswadi- 29.95 2.5 00 0

Ranjangaon)

Source: (BRE Research, H2 2018.
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Kolkata witnessed a significant increase in
demand in H2 2018, as leasing grew by about
70% when compared to H1 2018. The micro-
market of Dhulagarh along NH-6 remained the
most preferred destination, with more than 95%
to the city’s overall leasing reported in this
location; followed by Dankuni along NH-2 and
Taratala. Demand was led by occupiers from the
e-commerce, telecommunications and
engineering and manufacturing sectors; followed
by 3PL and retail.

Notable transactions during the review period
included Flipkart leasing about 700,000 sq. ft.,
Reliance Jio leasing about 260,000 sq. ft.,
Reliance Trends occupying about 100,000 sq. ft.
along NH-6. Other transactions include Udaan
logistics leasing about 15,000 sq. ft. in Dankuni
along NH-2 and Bata leasing about 25,000 sq. ft.
in Taratala along BBT road.

During the review period, the city witnessed two
small sized development completions by local
developers on NH 6, totaling about 55,000 sq. ft.
Rental values remained stable across micro-
markets.

Table 15: Sub-market Key Stats

Micro-Market Rental Values in H2 2018

Rental Values in H1 2018

Figure 10: Rental Value Movement

25

(INR/ sq. ft. / month)

H2 2016 H1 2017 H2 2017 H1 2018 H2 2018

m NH - 2 (Dankuri, Old D ehi Road))
Tarctd g - BudgeB ulge Tunk Rood

Source: (BRE Research, H2 2018.

u NH - 6 (Dhulagoth, Sunkrial, Uluberia)

Table 14: Selected Leading Transactions

Property Location ssze f(rl? Tenant
¢-Shang .
Redhood NH—6 700,000 Hlipkart

Lyng Logistics NH—6 260,000 R‘j'{'}?gcf nJ]"’
Swastika Sarees NH- 6 99,500 Reliance Trends

Source: (BRE Research, H2 2018.

Half Yearly Y-O-Y

(INR / sg. ft. / month)

NH - 2 (Dankuni, Old Delhi

(INR / sq. ft. / month) Change (%)  Change (%)

Roud) 1524 A " "

NH- 6 (Dhulugalrh, Sankrial, 17.20 1720 0.0 15.6
Uluberia)

Taratala - Budge Budge Trunk 1724 1724 0.0 0.0

Road

Source: (BRE Research, H2 2018.
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The city continued to witness significant traction
during the second half as leasing activity
increased by more than 75% as compared to H1
2018. Leasing activity was concentrated in the
micro-markets of Aslali and Bavla, primarily led
by engineering and manufacturing firms,
followed by e-commerce players.

Notable transactions during the review period
included Hiveloop Logistics leasing
approximately 135,000 sq. ft. in Bavla and
Britannia and Nerolac leasing approximately
60,000 sq. ft. in Aslali.

The city did not witness any new supply addition
during the review period. Rental values also
remained largely stable across micro-markets.

Table 17: Sub-market Key Stats

(INR/ sq. ft. / month)

Figure 11: Rental Value Movement
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Source: (BRE Research, H2 2018.

Table 16: Selected Leading Transactions

Property Location Ss';e él; Tenant
SNK Dhanlaxmi i -
Logiscs Pk Bavla 135000 Hiveloop Logistics
H.l rqmanl Aslali 50,000 Nerolac Paints
Logistics Park
G Solfors Aol 60,000 Biannia
Warehousing

Source: (BRE Research, H2 2018.

Micro-Market Rental Values in H2 2018  Rental Values in H1 2018  Half Yearly Y-O-Y
(INR / sq. ft. / month) (INR / sq. ft. / month) Change (%) Change (%)
Changodar 16-20 16-20 0.0 0.0
Narol 18-20 18-20 0.0 0.0
Sanand 16-18 16-18 0.0 0.0
Aslali 16-20 16-20 0.0 0.0
Aslali Extension (Bareja) 10-14 10-14 0.0 0.0

Source: (BRE Research, H2 2018.
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MARKET OUTLOOK FOR 2019

On the back of improved macro-economic
sentiments and structural policy reforms, India’s
logistics and warehousing sector is expected to
witness sustained growth momentum in 2019.
This will also be driven by growth in sectors such
as 3PL, e-commerce and manufacturing.
Development of logistics-related infrastructure
such as dedicated freight corridors, logistics
parks, free trade warehousing zones and
container freight stations are expected to
improve efficiency in the sector.

GOVERNMENT FOCUS ON THE LOGISTICS AND
WAREHOUSING SECTOR

The government's vision is to increase the
sector's contribution to the economy by
providing incentives to various stakeholders and
streamlining regulations. Such policy measures
are expected to strengthen the sector further in
2019, resulting into greater investments. In the
recent e-commerce policy reformation, the
government has taken step to standardize the
benefits of online platforms for both small and
large vendors operating in these forums. While
the conditions mentioned in the new regime are
challenging for foreign e-commerce players, they
are intended to benefit most small and medium
scale domestic players. However, to ensure a level
playing field, there is a need for a comprehensive
e-commerce policy applicable to both foreign
and domestic players.

TECH INNOVATION TO SHAPE THE FUTURE
OF THE SECTOR

Indian e-commerce companies, 3PL players and
online grocery chains are increasingly using
innovative tech solutions to improve inventory
management. The use of fleet management
software (provides live tracking of goods), RFID
systems for inventory identification and
automated pallet storage is growing quickly, as is
the number of start-ups aimed at bridging the
technology gap. The widespread deployment of
IoT is expected to revolutionize operations by
creating smart warehouses that improve supply
chain efficiencies. While the initial green shots
of these initiatives have already started
appearing,

their actual impact would only unfold over the
next couple of years.

MODERN WAREHOUSES TO DRIVE DEMAND;
INCREASED PARTICIPATION FROM
DEVELOPERS AND PRIVATE EQUITY FUNDS

As technology permeates the logistics sector and
the government push in the sector continues,
corporates across all sectors would be driven to
opt for large, modern warehouses as they seek to
leverage the new GST regime as well as
consolidate and expand their operations. As the
sector moves towards a more systematic mode of
operation, the inflow of institutional funding
and formal sources of capital have started to
increase in the sector. As domestic players with
larger warehouses emerge; deployment of capital
in these fewer, better quality assets is expected to
become easier. Also, the grant of infrastructure
status to the sector has boosted investment
inflow into the sector as numerous prominent
private equity firms and regional developers have
already entered initial stages to develop large
modern warehouses across the country.
Developers have been acquiring large land
parcels for the development of warehousing
facilities - a trend likely to continue through
2019. In the short to medium term, investment
grade developments with modern facilities and
equipped to modify configurations as per
requirements are expected to come into play.
While cities such as Mumbai, Pune and Chennai
would remain major investment destinations,
Delhi-NCR and Bangalore are also likely to be on
the investors’ radar. Also, supply addition is
expected in tier IT and tier III cities as well owing
to occupier’s intention to consider smaller cities
to expand reach, besides comparatively lower
land values and construction costs.

RENTAL VALUES TO WITNESS UPWARD
MOMENTUM

Rental values for both industrial and
warehousing spaces across various micro-
markets are expected to appreciate in the short to
medium term. Strong demand levels coupled
with investment grade supply creation by
organized players is expected to enhance rental
values across various micro-markets.
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