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HOMELOAN

here is good news for
prospective property
buyers. The attendant
factors are turning out to be
favourable and in the interest
of the buyers. It is the right
time to go for it. Those who
have been holding on to their
property purchase decision,
because of the various uncertainties that were prevailing,
should now take the decision.
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Plan repayment, bring
down interest cost
Maintaining a cash flow statement and investing surplus funds regularly helps
build a corpus for periodic part prepayments on a home loan. This will bring
down the interest cost and will also help you clear your home loan debt earlier

ith the beginning of the new
financial year, existing home
loan borrowers can also begin
planning their home loan repayments. Now, just borrowing for the
purchase of a property and then diligently paying the EMIs over the
tenure of the loan will not be the end
of the road. You need to make it a dynamic exercise, in line with the dynamic financial environment present
now. This way, you will be able to save
on the interest outflow and also repay
the loan amount earlier. Further, the
cash saved can be used to fund other
investments.
Initially, the first priority of an individual is to plan out the purchase of
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the house. To do this, you have to plan
out your finances, plan on how to fund
the purchase, paying off the EMIs on
a timely basis etc. It will be better if
you prepare a cash flow chart over the
term of the loan to track all finances.
You should capture the likely incomes and expenses over the period.
This should take into account the
likely increases in incomes and expenses - including medical, children
education, marriage (self or children),
insurance, EMIs on other loans,
household expenses, investments and
so on. This should be done on an annual basis. It will give you a good idea
of the funds available with you, which
can be used to fund the EMIs towards
the loan's repayment.
Having gone through this exercise,
you can go ahead with the property

There are various factors that
are supporting this contention.
First, the property market itself. Many good options are
available in the market at reasonable prices.
Second, a regulatory environment is on the anvil with
the passage of the new realty
bill. The new realty bill contains many provisions that will
bring in more transparency in
the realty sector.
Third, the Reserve Bank of
India (RBI) has already initiated the exercise of a reduction
in the interest rates. The era of
soft interest rates has already
begun and is likely to continue
in the future too. Recently, the
RBI reduced the repo rate - the
benchmark rate for determination of interest rates - by 25 basis points. The trend is likely to
continue because of the
favourable inflation numbers.

purchase. However, it is to be noted
that the cycle does not come to an end
here. After the purchase, you need to
update your portfolio and cash flow
position continuously. The circumstances may keep on changing and
needs to be factored in. For example,
you may change your job and start
earning a higher salary. Or, you may
get married and now have the disposable income of your spouse as well to
add to the EMIs. A good bonus received during a year can be used for a
part prepayment on the loan. At the
same time, you may also incur some
unforseen additional expenditure.
Revising the cash flow estimates
regularly will keep you updated on
your cash position. You can now find
out easily in case there are additional
cash flows as compared to earlier, and
invest it in some short-term instruments. These can include bank deposits and mutual funds. Bank fixed
deposits are ideal for risk-averse investors. Equity mutual funds are ideal
for investors with some risk appetite.
You can also invest in a systematic investment plan (SIP). This way, you
can save on a regular basis.
With efficient cash flow planning
and investing, you can build a good
corpus. On a yearly basis, the amount
saved, along with the interest or dividend earned can be used to prepay a
part of the loan. There is no prepayment charge levied by banks against
early repayment of a floating rate
loan. By repaying a part of the loan,
you can reduce the interest burden,
tenure as well as the EMI amount.
This way, you can end up repaying the
loan earlier. It will also helping in saving on the interest cost.

FAST FACT
THE SOFTENING IN
THE INTEREST RATES ALONG
WITH GROWTH POTENTIAL
VISIBLE IN THE ECONOMY
WILL TRANSLATE TO BETTER
CONDITIONS FOR
HOMEBUYERS
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Hoskote-Malur
belt holds promise
Localities on this route benefit from affordable land rates and efficient connectivity
to Whitefield as well as to the airport. The auto hubs at Narsapura and Vemgal, and the
commercial development in the north, are set to strengthen demand for residential
property options here. The planned infrastructure development adds value too

ment for approximately one
lakh people.
Shrinivas Rao details the
impact of industrial growth
here. "The small village of
Hoskote is much transformed today owing to the
presence of automobile and
auto-ancillary industries and
heightened residential activity. Hoskote is a key industrial location and houses Pillagumpe Industrial Area
popularly known as Hoskote
Industrial Area. Hoskote's
proximity to the industrial
locations of Narasapura and
Vemgal and advantageous location on the BengaluruChennai Industrial Corridor
has increased investor interest in the region."
Vestian's research analysis
attributes this growth to the
promotion of Narsapura and
Vemgal industrial areas by
the Karnataka Industries Areas Development Board (KIADB) and widening of the
Old Madras Road leading to
good connectivity to Sriperumbudur in Chennai.

Joe Louis D’anto

INFRASTRUCTURE PUSH

> Upgradation of NH-4 has opened up locations beyond Hoskote for residential property development
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he Hoskote-Malur
Road runs beyond the
eastern periphery of
Bengaluru. State Highway
(SH) 95 connects Hoskote
town to Malur, a 22-km route
that is connected to the city
via the Bengaluru-Tirupati
highway - National Highway
(NH) 4. Efficient connectivity, an easy commute to the IT
hubs of the city and the auto
industry setup has spurred
residential property growth
in localities in this belt.
Shrinivas Rao, CEO APAC, Vestian Global Workplace Services, elaborates,
"Hoskote is well-connected
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FAST FACT
THE BENGALURU-CHENNAI
EXPRESSWAY AND PROPOSED
STRR ARE SET TO TURN THIS
ROUTE INTO A BUSY REAL
ESTATE HUB. EASY COMMUTE
TO WHITEFIELD AS WELL AS TO
THE INTERNATIONAL AIRPORT
IS LEADING TO RESIDENTIAL
GROWTH IN THIS BELT,
MAINLY IN THE AFFORDABLE
HOMES CATEGORY

to the Kempegowda International Airport through the
NH-207. Hence, the entire
region and areas surrounding the airport along NH-207
have been witnessing
strengthening of activity/demand in the industrial domain. Moreover, the region is
close to the eastern tip of
Bengaluru's IT/ITeS corridor, Whitefield."
Satish B N, Executive Director - South, Knight Frank
India, adds, "The real estate
landscape currently on
Hoskote-Malur Road is still
in the early stages of development. Compared to the
last five years, it has grown
along with the development
of north Bangalore as a

The new financial year has begun and some financial planning is
called for given the favourable conditions prevailing in the economy
GROWTH IN ECONOMY
SET TO PICK UP

The weather department has
already predicted a good monsoon this year. The Meteorology Department has projected
an above normal monsoon for
2016, spelling good news after
two consecutive years of
drought. Rainfall in the country in this year's south-west
monsoon (June 1 to September
30) is likely to be above normal
by 104 to 110 percent of the
long period average.
Last year, the country suffered a rainfall deficit of 14 percent, while in the previous year
the shortfall was 12 percent.
The below normal rains were
attributed mainly to the El
Nino effect. Rainfall is crucial
to cool off commodity prices
and thereby the inflation rate.
The Index of Industrial Production (IIP) growth in February was two percent. Further,
the International Monetary
Fund, in its latest World Economic Outlook, has said that
India will remain the fastestgrowing economy in the world
with a GDP growth of 7.50 percent in 2016 and 2017.
MCLR FACTOR
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Factors to track
in the new FY

whole. With a travel time of
40-50 minutes from the Central Business District (CBD)
without much hassle, the locality holds good potential
for development."
INDUSTRIAL LANDSCAPE

According to research by
Cushman and Wakefield,
there are predominantly
manufacturing and industrial units operating from this
location. Whitefield is the
closest business district from
the Hoskote-Malur Road, located at a distance of about
30 km. The Aero Special Economic Zone (SEZ) at Budigere is located about 20 km
north of Hoskote and is expected to generate employ-

Research by Cushman and
Wakefield reveals that the
upcoming Bengaluru-Chennai expressway, which will
cut through Hoskote, is
among the key infrastructure
developments planned here.
A Satellite Township Ring
Road (STRR) is also planned
that will connect the several
peripheral towns around
Bengaluru including
Hoskote-Malur.
Satish says, "Good road
planning has taken precedence here. The proposed
STRR covering 284 km will
further connect Hoskote
with other important
satellite towns around Bengaluru."
RISE OF AFFORDABLE
HOUSING MARKET

According to Vestian Global's research, while the residential market in Hoskote
region primarily comprises
standalone individual houses, the region has witnessed a
hike in plot developments
over the last two to three
years. The region along Old
Madras Road from K R Puram to Budigere Cross is witnessing increased development of apartment projects.

Another notable development
has been the introduction of
the MCLR (marginal cost of
funds based lending rate)
with effect from this month.
The RBI directed all scheduled
commercial banks to shift to
the MCLR. This means all new
loans sanctioned on or after
April 1, 2016 will be linked to

the MCLR. Earlier, loans
were priced at a spread over
the base rate.
For example, if the base rate
was 9.50 percent per annum
and the spread was 25 basis
points for a given risk profile
and loan tenure, the borrower
would have had to pay 9.75 percent per annum. From this
month, the MCLR has replaced
the base rate. All new loans will
be offered at the MCLR plus a
spread.
In the past, the RBI had been
cutting the policy interest
rates, but banks had been reluctant to pass on these rate
cuts to borrowers immediately.
The lending rate was linked to
the base rate plus a spread. The
spread was constant during the
term of the loan. Only if the
bank reduced the base rate, the
lending interest rate went
down.
The RBI has now introduced the MCLR so that
banks link their lending rates
to the marginal funding cost
(cost of fresh or incremental
borrowings). The MCLR will
ensure the lending cost is in
line with the cost of incremental borrowing. If a bank
cuts the rates on deposits, it
will automatically have to
transmit the cut in deposit
rates to its lending rates.
It is to be noted that a
loan's interest rate may not be
revised every month. It will be
done at the next interest rate
reset date as provided under
the loan agreement. The interest reset period, however,

cannot be more than a year.
IMPACT ON LOAN

For example, assume your
home loan is linked to a oneyear MCLR (say nine percent
per annum) and the next reset
date is January 1, 2017. If the
MCLR is revised downwards to
8.75 percent per annum in
June 2016, the lower MCLR
will apply to your loan in January 2017.
The RBI expects the interest
rate policy transmission to be
much quicker in the MCLR
regime. If the RBI cuts the repo
rate, the cost of borrowing for
banks goes down and so does
the MCLR. The reverse will
happen in case of a rate increase.
All floating rate loans sanctioned on or after April 1, 2016
will be under the MCLR
regime. Fixed rate loans up to a
tenure of three years will be
brought under the MCLR
regime too. Fixed rate loans
with a tenure of more than
three years will be exempt
from the MCLR regime i.e.
banks will have the discretion
of pricing the products.
If you have taken a loan on
or before March 31, 2016, it will
still be linked to the base rate.
However, you can switch from
the base rate to the MCLR on
mutually agreed terms.
As the future points towards
softer interest rates, prospective borrowers should opt for
floating rate loans. This will
help get the benefit of the interest rate reductions.
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FAVOURABLE MARKET
CONDITIONS

MONEYWISE

> A variety of options are available along the stretch connecting Whitefield to Hoskote

"Hoskote is a popular destination for plot developments. Most of the buyers of
plots in this region are investors. Proximity to the upcoming industrial areas of
Narasapura and Vemgal will
support the growth manifold. According to our research, value/budget homes
are likely to come up along
the Old Madras Road and extend beyond the Budigere
Cross up to the Narasapura
Industrial Area," Shrinivas
Rao says.
Vestian's research data of
March 2016 indicates that
capital values here range between Rs 700-1,250 per sqft
while the unit sizes vary between 1,200-2,400 sqft.
Satish points out, "Developers are coming up with
many affordable residences
here. Thanks to cheaper land
rates, affordable projects
with good amenities are feasible. Hoskote-Malur Road,
in the near future, can become an ideal location for affordable houses. The location is also ideal for investments. The locality is witnessing more plot developments currently in comparison to apartments, but the
near future seems promising
with more developers
launching projects in the
vicinity."
Research by Knight Frank
India reveals that plot sizes
of 1,200, 1,500 and 2,400 sqft
are available in many community living options and

are priced between Rs 1,5001,700 per sqft. An average
two-bedroom apartment of

about 1,000-1,200 sqft is
priced anywhere between Rs
2,700-3,300 per sqft.

