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HOMELOAN

Interest rates
on downtrend
Banks have started the process of bringing down their
interest rates following the last Credit Policy review
Ashish Gupta
|tpb@timesgroup.com
he party has started for
prospective home loan
borrowers. Although at a
slow pace, the beginning has
been made. After holding rates
for months, banks have finally
started reducing their interest
rates so as to attract more
prospective home loan borrowers. The percentage reduction has been marginal so far.
However, it is expected to pick
up some pace in the coming
months.
Recently, a leading bank reduced its interest rate by 25
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FAST FACT
THE PROCESS OF BRINGING
DOWN INTEREST RATES
MEANS LOWER EMIs FOR
HOME LOAN BORROWERS,
MAKING PROPERTY MORE
AFFORDABLE. RATES FOR
FLOATING RATE BORROWERS
HAVE ALSO BEEN REDUCED
TO THE EXTENT OF THE
REDUCTION IN THE BASE
RATES OF THE BANKS.
FURTHER CUTS ARE ON THE
CARDS IN THE NEAR TERM
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AREAWATCH

Demand for office
space up in south

R RAJGOPAL

Comparatively lower rentals, proximity to residential
catchments and upgradation of infrastructure have
ensured continued expansion in the office space market
in south Bengaluru

>ORR-Sarjapur Road: Seamless connectivity is turning this stretch
into an emerging commercial hotspot

|Sai.Prasanna

@timesgroup.com

engaluru south has been
one of the major real estate hubs of the city,
witnessing hectic development across all fronts - residential, commercial and retail. Strong infrastructure and
presence of preferred residential localities contributed
to the development of this
zone.
Commercial development
across Bengaluru south
picked up pace with the
proposition of developing an
IT base in Electronics City in
1978. Improvement of physical infrastructure and connectivity through construction of flyovers, Metro Rail
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and redevelopment of existing routes across Hosur Road,
Electronics City, Bannerghatta Road and Kanakapura
Road made Bengaluru south
an attractive and lucrative investment option for property
buyers and developers.
Shrinivas Rao, CEO - Asia
Pacific, Vestian Global Workplace Solutions, elaborates,
"The completion of the Hosur
Road elevated expressway from the Outer Ring Road
(ORR)-Central Silk Board
junction to Electronics City
not only made Electronics
City accessible from various
parts of the city, but also drastically reduced travel time.
This strengthened its sustainability for commercial
growth. Additionally, com-

paratively low rentals ranging
between Rs 25-30 per sqft for
warm shell spaces, proximity
to the ORR and link to the
IT/ITeS hub in ITPB-Whitefield heightened real estate
demand for Electronics City,
among other micro-markets
in Bengaluru south."
ELECTRONICS CITY AND
SARJAPUR ROAD

According to research by
Knight Frank India, on the office space front, Electronics
City is one of the prime
IT/ITeS hubs of the city, primarily housing captive units
of major domestic IT/ITeS
companies, besides a host of
other sector firms such as
biotechnology, pharmaceuti-

cals, engineering, electronics
and allied manufacturing
units. The Hosur Road elevated road has also aided in
faster connectivity to Electronics City. Other southern
micro-markets such as Koramangala and Bannerghatta
Road have a number of standalone office projects that
cater to the needs of both IT
and other companies.
Satish B N, Executive Director - South, Knight Frank
India, says, "Of late, Sarjapur
Road-ORR has come up as a
preferred office destination,
witnessing strong occupier
demand due to factors such as
proximity to the Central
Business District (CBD) and
major residential markets,
good infrastructure, access to
large talent pools, availability
of contiguous land parcels,
and presence of hotel and retail projects. The region is
characterised by large multitenanted IT parks."
Shrinivas Rao adds, "Sarjapur Road is gaining traction
as a lucrative market for commercial space development
on account of its proximity to
the IT/ITeS hubs of Electronics City and ITPB-Whitefield,
signal-free ORR and availability of large land parcels for
development. Vestian's research projects the present
high rentals on the ORR has
improved the prospects for
Sarjapur Road's speedy transformation into a commercial
hotspot."
MARKET TREND

With regard to office space,
there is an assortment of IT
companies, BPOs, KPOs and
educational institutions in
this region.
Ram Chandnani, Deputy
Managing Director - Transaction Management Group,
CBRE South Asia, says, "Currently, most of the expansions
in this micro-market primarily come from existing clients.
The average quoted warm
shell rentals for office space
in south Bengaluru vary between Rs 42-52 per sqft per
month. Correspondingly, the
average capital values vary
between Rs 7,000-9,000 per
sqft."

basis percentage points. Earlier two others too had reduced their interest rates.
This will now compel other
banks to follow.
The Reserve Bank of India
(RBI) has been urging commercial banks to cut their
lending rates. After cutting
the policy rates twice this
year, the central bank kept
the key interest rates unchanged at 7.50 percent in its
monetary policy review on
April 7. The RBI has reduced
the repo rate - the rate at
which banks borrow shortterm funds from the RBI - by
50 basis percentage points
since January this year. Banks
are currently free to calculate
their cost of funds either on
the basis of average cost of
funds or on the basis of marginal cost of funds. With
many banks using the average
cost of funds method, a bulk
of their deposits are unaffect-

ed by rate changes. When the
RBI cuts the key rates, banks
trim the rates on incremental
term deposits but the older
depositors continue to earn
higher rates. The RBI, in its
policy review, has now sought
to streamline the computation of a bank's cost of funds
by asking banks to calculate
the base rate on the basis of
marginal (incremental) cost
of funds. This will ensure that
deposit rate increases or decreases immediately reflect
on the bank's cost of funds,
and hence on its lending
rates.
In the last Credit Policy review, the RBI categorically
stated that banks need to pass
on the key rate cuts to the
borrowers before any further
rate cuts by the RBI. The
banks have started the
process. The interest rates for
current floating rate home
loan borrowers have also
been reduced to the extent of
the reduction in the bank's
base rate.
The RBI has also indicated
that it is awaiting more information on a number of recent
developments, including the
effect of the weather disturbances, before taking a view
on cutting policy rates further. So, banks have gradually
started reducing their interest rates. This will lower the
interest burden, and there
by the EMI burden, on borrowers.

