VRNET

Consulting.com

Hyderabad Real Estate : Market Insights - FY10 Second Quarter Update




VRINET

INDIA : Macro Economic Indicators Consulting.com

GDP growth rates
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« India's economy grew slightly faster at 6.1 per cent in the April-
June quarter of 2009, as government stimulus measures helped
spur demand, although a poor monsoon threatens growth in the
later part of the financial year. According to the Indian
meteorological department monsoon rains were 29% below the 50-
year average during the June 1 to Aug. 11 period.

» The manufacturing sector expanded 3.4 per cent in April-June
2009 from a year earlier, while farm output grew an annual 2.4
percent.

« India's economic growth is expected to grow between 5.5 to 6.0
percent in the 2009/10 fiscal year.

 Exports are continuing to be sluggish and are likely to clock about
$ 168 billion this year.

10 year Bond rates

Source : Bloomberg

The yield on the 10-year benchmark bond rose to 7.30
percent on August 28th 2009. In view of the increased
borrowings program of the Govt. of India, we expect that
the bond yields would harden in the days ahead. The vyield
on the 10-year benchmark bond, which dropped to 4.86%
in January, has gone up to 7.30% now. It may rise even
further on oversupply and lack of demand. The high
government borrowing programme may also crowd out
private investments and put pressure on loan rates.
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Inflation — WPI

Source : Bloomberg

As the global recession hit India, the central bank
injected about 5.6 trillion rupees ($114 billion) into
the economy, which together with government
fiscal stimulus amounted to more than 12 percent
of gross domestic product. While growth of the
economy is yet to reach to pre-crisis level, the risk
of accelerating inflation has now become a higher
priority for RBI. The key wholesale price inflation
index fell 0.95 percent in the week to Aug. 15 and
RBI in its annual report for the year has raised its
inflation forecast to 5 percent by end of the
financial year.

Policy rates - CRR

Source : Bloomberg

From the peak rates of September 2008, the RBI has
cut the repo and the reverse repo rates by 425bp and
275bp, respectively. It has also slashed the cash

reserve ratio (CRR) by 400bp. In all, the central bank
has facilitated nearly 7% of potential liquidity injection.
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Dollar Rupee parity
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In view of the increased Foreign institutional inflows in the last
guarter, the rupee has strengthened viz-a-viz the dollar. We
expect that the rupee to strengthen in the coming quarters on
account of increased inflow of foreign capital to India.

The BSE Index has touched 16,000 market in the last week of
August 2009 and the net purchased by overseas funds are
increasing and this is aiding in strengthening of the rupee.
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The prices of Brend crude oil is trading down by 37.24% compared
with the prices a year back. With the talk of the recession ending,
crude prices are likely to harden in the days ahead.
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Actual end-user supply is not very high in all micr 0 markets:

* In the Hyderabad Residential Market, ready to move apartments or completed apartments are very few. Bulk of the new
supply consists of projects, which are new launches including projects under just launched phase/foundation stage, or
under construction phase.

Property prices

* Residential prices after withessing a sharp downward trend (down 25%-35% from peak) have now stopped falling and
are now shown signs of increase. In the past few months, companies such as DLF, Mantri has increased their prices.

» Going ahead, we expect the demand to pick up in 3Q and 4Q of FY 09 as we go into the festive season and prices too
will pick up steam.

Very few new launches in the second quarter of FY 1 0.

* In the Hyderabad Residential Market, we have not witnessed high profile launches of either high rise property or villas in
the second quarter of FY 10.

Housing loans rates for new customers at a low

* Housing loan rates are a powerful driver of new housing demand. With housing loan rates touching 8% in the first year
and 9% in the next two years for housing loans under floating rate schemes. Thus, in the lower end of the market, the
demand for new housing in Hyderabad is inching up.
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Global recession is easing.

» Hyderabad IT and BPO market is stabilizing. Further outlook for incomes is stable. Outlook of other key sectors of the
Hyderabad economy such as Pharma, Bio Tech and education sectors is positive. Hence, we believe that job security will
improve in the next two quarters this will enable first time homebuyers to commit to house purchases.

Price war among builders

» The price war among builders to capture the market is continuing across all the micro markets.

» With residential prices in a downward trend, builders are expecting that the demand from locals, NRI's will kick start from
the coming festive season.

* Volumes are just picking up steam in the residential market primarily driven by innovative promotional schemes launched
by the builders with aggressive price cuts.

Key developers

» Key developers leading the volume revival in affordable segment include Janapriya, Modi builders, Prajay, Obili and
others.

» Under the mid income segment, Ramky, First SMR Holdings, Indu, Srisairam, Aparna, Mantri, DLF, Manjeera, Aliens,
Cybercity, Western have reported a pick up in volumes for their residential projects in Hyderabad following offer of
innovative promotional schemes.

Recovery in the Hyderabad Residential Market remain s sluggish

» Sales volumes in the residential segment of the market remain sluggish in the second quarter of FY 10 across all the
micro markets.

» Absorption rates in the newly launched affordable and mid income segments have just picked up steam, while activity in
the luxury segment has been negligible.



Key Projects - A Spotlight
on Miyapur — Hafeezpet areas
Of Hyderabad



Project Spotlight
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Builder : SRISAIRAM PROJECTS LIMITED Location : Hafeezpet

Project : Sri Sairam Towers Status : Construction stage
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. HAFEEZPET, MIYAPUR
Project Highlights : e

. = Locabed on Express way from Miyapur o ORR ¢
. and International Alrport. (25 min drhive o i
| International Alrport) b

| = 5Km to Hitech-City & Guchibowli | Infosys. [ |
| Polaris, Microsoft, Wipro, ISB  and Fnancial ===
| District ate). —

= ¥ Km to MMTS and proposed Metro Station
{ Miyapur ).

= T.5Acres of land, 26% Buill-up area and 74%
Open Space. & Blocks of Excellently
Designed Apartments

= 578 Residential apariments ranging between 1525 to 5,400 5g.fl, 3-Bednoom, 4/5-Bedroom Duplex with Temrace
= Visitors car parking along with seating facility in each Block |
Project scanned for Vaastu compllance by Vaastu Research Foundation
i Oneflat on Tth floor of each block will have ladies. gym., kitty party hall and one AJC guest room
| = Indoor Games Hall with TT/Pool Tables and Squash Court,
Yoga Hall/ Meditation Hall/ Library
= Crickel net Practice/ Baske! Ball, Lawn Tennis and Shuttle Courts,
; Skating Rink ! Cycle and Jogging Tracks
Swimrming Pool / Kids pool with Water Fall.
Central Gas pipe lne | Water Treatmeni Plant’ Sewerage Plant.

1]

SRISAIRAM PROJECTS LIMITED

Offica : 8-3-678, G-1, Pear Block, Sri Sairam Manor, Srinagar Colony Road,
Hydarabad 500 045, Ted | 040-2355 5294, 2354 B92T Fax © 040-23542591,
Mobile : +91 93593550505, +91 9346046093
Emadl © sales@srisairamgroup. com. Web | wihs. Srsamamgnoup. com

SRISAIRAM

SR SAIRAM TOWERS

Project Analysis

Builder with experience

* The builder has a good reputation and proven expertise in
constructing high rise buildings in Hyderabad.

Stage of the project

The project is in the construction stage

Project positioning

* Targeted towards the middle and premium segment of the
market

* Project offers value for money

Quality

 Customers are assured of high quality of materials and
workmanship by the builder in this project.

Delivery of apartments to customers

» Handover of the apartments is likely to be begin by the end
of year 2010.

Products offered

3 bedroom and 4-5 bedroom duplex apartments

Pricing

Rs 3000 per sq.ft - negotiable
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Builder : SRISAIRAM PROJECTS LIMITED Project : Sri Sairam Towers

Project Progress Location Analysis
» Good connectivity and close to Hafeezpet MMTS railway station
Completion Foundation * Very close to the proposed METRO station at Miyapur
Stage Stage * The location of the project is off the main road connecting Miyapur
to Expressway and the airport.
* Location is about 6-9 kms away from the upcoming SEZs in

»  Structure

Construction Construction Work on as on Gachibowli and financial district.
Stage — Brick Stage — Structure  August 2009
work work

Project status

» Construction of the project is on time

* Project implementation is proceeding well as per schedule
» Civil Structure of various blocks is in the completion stage.
» Formwork to begin shortly

Sri Sai Ram
Towers
Project
Locaty

Map Source : Google.com




Project Spotlight

Builder : BR Constructions Location : Miyapur
Project : Hema Durga Towers Status : Project ready for
occupation in few blocks

Builder with experience

* The builder has a good reputation in the area and has many ongoing
projects in residential and commercial segments of the market.
Project positioning

» Targeted towards the affordable segment of the market

* Project offers value for money

Products offered

* 2 & 3 & 4 bedroom apartments

Pricing

» Rs 2800 per sq.ft - negotiable

» Ready for occupation

» Apartments are available for occupation.
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Project Spotlight

Project Spotlight : Hema Durga Towers

Builder : BR Constructions L ocation Analysis

« Good connectivity and close to Hafeezpet MMTS railway station and proposed
Metro station at Miyapur
« Location is about 6-9 kms away from the upcoming SEZs in Gachibowli and

Project PI’OgI’eSS financial district.
« The location of the project is off the NH 9 Hyderabad — Mumbai Highway.

Apartments
Are ready for Completion Foundation
occupation in Stage Stage

few blocks as P
on August 2009

Construction Construction
Stage — Brick Stage — Structure
work work

Project status
« Few blocks of the project are ready for occupation
« Construction of the remaining blocks has not started.

Project Location
HEMA DURGA
TOWERS

Map source : Google.com
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Project Spotlight

Builder Name : First SMR Holdings
Project Name : SMR HI Lands

Builder with experience

* Leading local builder with expertise in constructing high rise
buildings in Hyderabad.

Project positioning

» Targeted towards the mid income segment of the market

Excellent Location

« Located close to Located near Miyapur X Roads is close to schools,
engineering colleges and to the IT hub at Gachibowli & HITEC City
and Pharma Industry.

» Good connectivity and close to Hafeezpet MMTS railway station and
proposed METRO station at Miyapur

Project on time

« Construction of the project is as per schedule

« Civil Structure of various blocks in the completion stage.

Products offered

» 2 & 3 bedroom apartments

Pricing

» Rs 2600 per sq.ft - negotiable

Possession of apartments to customers

» Handover of the apartments is likely to be begin by the second half of
year 2010.
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Project Spotlight

Builder Name : SMR Holdings Location : Miyapur
Project Name : Hi Lands Status : Construction stage
Project Progress Location Analysis
_ * Good connectivity to proposed Miyapur Metro Station and close to Hafeezpet MMTS
Completion Foundation railway station
Stage Stage « Located in a peaceful and serene atmosphere off the Miyapur — Bachupally road.

« Closer to leading schools and colleges in Miyapur and Bachupally.

As on August S . .
« Location is about 9 kms away from the IT hub and close to the Pharma industry in

2009 the <

projectis in Construction Construction Bachupally.
construction Stage — Brick Stage — Structure
stage work work

Project status

* Structure work in all most complete across all blocks
* Brick work is on across various blocks

* Project is likely to be ready by end of year 2010.

/O

Project Location
SMR Hi lands

Map source : Google.com

I ———————————————————————————————————————————————————————————————————————————————————————————————,
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Project Spotlight

Builder Name : E & A Constructions Location : Vediri Township, Near HMT Swarnapuri Colon 'y, Miyapur
Project Name : Emerald Status : Completion stage

Builder with experience

* The builder is into the business of real estate for last few years and
has built villas and apartments in Hyderabad and Vizag.

Project positioning

» Targeted towards the affordable segment of the market

* Project consists of 28 deluxe two and three bed room flats
Excellent Location

» Complete Township is surrounded by a compound wall with
connections to immediate neighborhood residential colonies as per
HUDA master plan.

Products offered

2 & 3 bedroom apartments

Pricing

Rs 2400 per sq.ft - negotiable

» Handover of apartments to customers

 Apartments will be delivered to buyers by October 2009.

14



Project Spotlight

Builder Name : E & A Constructions Location : Vediri Township, Near HMT Swarnapuri Colon 'y, Miyapur
Project Name : Emerald Status : Completion stage
Project Progress Location Analysis

* Good connectivity to both Miyapur and Deepthisri Nagar. and close to Hafeezpet

As on August - )
MMTS railway station

2009 the Completion Foundation |
project is in Stage Stage « Located in a peaceful and serene atmosphere.
completion - « Closer to leading schools and colleges in Miyapur and Bachupally.
stage D « Closer to the proposed metro station in Miyapur.
) « Location is about 9 kms away from the IT hub and close to the Pharma industry in
Construction Construction Bachupally.
Stage — Brick Stage — Structure
work work

pE—®)

Project Location
Project status E & A - Emerald
« Exterior painting work is on
* Electrical and plumbing work is on
« Internal finishing work will be completed by October 2009
» Few residents are all ready staying in the apartment.

Map source : Google.com

I ———————————————————————————————————————————————————————————————————————————————————————————————,
15



Customer Insights

Our interactions with end customers provide us insights on what customers want in the Hyderabad Market *.

» Customers shortlist the location, where they want to live.

» Customers value the brand of the builder.

» Customers expect builders to provide warranty on quality of the materials used and workmanship in the project.

» Customers contact existing customers of the builder for their feedback before making a decision to buy.

» Customers are unwilling to stretch their budgets for housing in view of the uncertainty in the employment market.

» Customers believe that apartment prices may not go down further, but they understand that builders are desperate
for sales and hence are waiting for the right time to buy.

» Customers have scaled down their aspirations one notch down in view uncertainty in the employment market.

* Extracted from the report - Competitive Strategy Report : Hyderabad Real Estate Market — 2009 by
www.vrnetconsulting.com.
Please Contact — marketing@vrnetconsulting.com for further details.
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Conclusion

Post challenging market conditions through FY09, especially in 2H FY09, Q1 FY 10 witnessed revival of demand &
renewed activity in the business

Q1 FY10 saw a recovery led by
» Buyers growing in confidence and have started making enquiries with builders in Hyderabad.
» Aggressive price cuts by developers in Hyderabad has improved affordability, but uncertainty in IT industry,
impact of global recession continue to trouble buyers.
 Impact of rate cuts on mortgage loans & stimulus packages helping the revival.
* Local builders have announced aggressive price cuts across Hyderabad, operating margins of builders getting
affected. Small builders in Hyderabad are today selling below break-even margins to stay afloat.
» Demand from buyers still marginal and below expectations, market recovery to take time.

Q2 FY10
In this quarter we are witnessing measures by developers to generate demand including
 Restructuring of projects targeted towards from premium luxury segment to affordable segment with ticket size of
less than Rs 30-40 lakhs.
» Aggressive focus on the housing segment with ticket size of less than INR 40 lakhs
» Aggressive launches of existing projects at new price and product combinations targeting the forthcoming festive
season.
Builders are also focusing on completing their existing projects and focusing on delivery of the end products.
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Conclusion

Outlook - Q3 FY 10 & Q4 FY 10

* We expect that the market conditions with respect to volumes in the residential housing segment in Hyderabad to
improve in the next two quarters.

» We continue to believe that builders will continue to focus on the affordable segment of the market.

» With expected increase in the inflation rates in the next two quarters, interest rates on housing loans are expected
to inch up.

* IT industry is likely to witness a slow recovery. Employment outlook is also expected to improve, which is likely to
improve the sentiment for residential housing.

* Raising of funds for local builders is expected to improve with banks flush with funds, while Venture Capital and
PE funds looking to invest in projects which offer sustainable returns.
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Now Available

Competitive Strategy Report : Hyderabad Real Estate Market — 2009 by
www.vrnetconsulting.com.

Target Audience

* Builders/developers

* Private Equity firms/VC firms

» Banks/Financial Institutions

* High net worth Individuals

Highlights

* Detailed report on Hyderabad Real Estate Market covering residential, commercial, retail and
hospitality segments

* Detailed micro market analysis of residential segment of the market including demand and
supply, prices will be provided

* Detailed residential project profiles of leading players in the market including estimates of
sales and supply.

 Forecasts of property prices in the short term, medium term and long term will be provided.
* Quarterly market updates upto March 2010 will offered at no further cost.

Please Contact — marketing@vrnetconsulting.com for further details.
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Disclaimer

VRNETConsulting.com is a market research consulting firm which does and intends to do business with companies
covered in this research report. As a result, investors should be aware that the firm may have a conflict of interest that
could affect the objectivity of this market research report. This report is based on information obtained from public
sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This report and information herein is solely for informational purpose and may not be

used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any
investment or strategy is suitable or appropriate to your specific circumstances. The recipient should independently
evaluate the investment risks. VRNETConsulting.com and affiliates accept no liabilities for any loss or damage of any
kind arising out of the use of this report.
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