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New Delhi| Mumbai: The real estate
market slump may be throwing up seem-
ingly attractive opportunities for home-
buyers, but it pays to understand the var-
ious schemes on offer before committing
yourself to what will probably be the big-
gest investment in your life.

Harendra Singh is among the many peo-
ple scouting for a home that are not quite
sure about the nitty-gritty details of
schemes such as 20:80 or 8:92, or offer of
lower interest rate of 7.99% for three
years, guaranteed rentals for three years
or a 100% buyback scheme. He has been
looking for a house for the past eight
months and has been in touch with many
developers to buy a two- or three-bed-
room apartment in Greater Noida. He
has heard of several schemes, almost ev-
ery builder has a new one, but every time
he tries to get to grips with the fine print,
he backtracks.

“I understand this is the best time to
buy as prices are relatively low but just
how do we trust these schemes?” asked
Singh. After all, he has been hearing far
too many horror stories of abandoned
projects, much delayed homes and build-
ers not honouring their commitments.

Property brokers are also having a
tough time explaining such schemes to
the buyers. “They want to buy but find it
difficult to understand these schemes.
Once they realise the risks, many back
out,” said Sunil Kapur of Delhi-based
property brokerage firm KK Real Es-
tate. The scepticism about these
schemes arises from massive delays in
deliveries of apartments in most pro-
jects in recent times, malpractices and
also the worsening health of builders.

“You are taking a financial risk based
on a builder’s guarantee. But who guar-
antees the guarantor?” asked a home-

buyer who is currently fighting a legal
battle with a builder for delaying his
apartment by three years.

The subvention schemes
Amit Kukreja, founder of financial plan-
ning firm WealthBeing Advisors, said in
the case of a subvention scheme (20:80 or
10:80:10) the builder pays the pre-EMIs
on the loan taken by the buyer for either
a specified period or till possession.
“Since the EMIs are on account of the
buyer, it is his credit history that is at
stake if for some reasons the project is
delayed way beyond scheduled date and
additional cash outflow, due to EMIs,
cause financial stress,” he said.

The same is the case with the builder de-
faults on the payment of pre-EMI to the
bank. Renu Sud Karnad, managing direc-
tor of HDFC, India’s largest mortgage
lender, said customers must understand
that any delayed payment or default on
the part of the builder in such schemes
will impact their credit history. “It is like
you have handed your CIBIL score over to
the builder,” said Pankaj Kapoor, manag-
ing director of property research firm
Liases Foras.

CIBIL score is an individual’s credit
score and plays an important role in the
loan approval process as it indicates the
creditworthiness of an individual to
lenders. A low score on account of de-
faults impacts eligibility for loans in the
future. Kapoor said if the property gets
delayed beyond the end of the subven-
tion period, it could wipe out all benefits
accrued to the buyer in a matter of
months. What should also be noted is
that most of these subvention schemes
are offered at a price that is at least 10%
higher than the rate charged for regular
schemes. “Buyers need to make sure that
all these offers are not padded up in the
overall cost,” said Ramesh Nair, chief op-
erating officer-business and interna-
tional director at JLL India.

Lower interest rate of 7.99%
In this case, buyers get a reduced interest
rate on their home loans, but usually only
for two or three years. “Buyers need to
carefully examine the interest rates ap-
plicable after the low interest rate period.
The catch here is that the banks can move
the buyer to prevailing market rates or
even higher after the agreed period. The

new EMI may hurt the buyer’s financial
goals and planning,” said Kukreja.

Possession-linked plans
Some builders are so desperate to step
up sales that they are offering 30:70
scheme, for instance, under which the
buyer can pay 30% upfront and the rest
at time of possession. So the buyer does
not even have to take a loan at the out-
set. This scheme may seem like a
dream, but it may not always turn out
quite as expected. “What if for some
reason the builder does not construct?
He probably needed funding for some
other project and got it from buyers in
this project. What will the buyer do?
That is the risk here,” said Ashwin
Chawwla, CEO of BigDeals.in.

Track record matters
Buyers need to be extra careful, experts
said. A house is a dire need for sure but
the huge risk involved in many of these
schemes may upset your entire life. “I am
close to finalising an apartment with a
builder who had a better track record
than others. He’s mostly delivered on
time,” said Singh.
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New Delhi: The generous deals in do-
mestic airfares are back, this time be-
cause of capacity addition by Vistara
and AirAsia India and a fall in oil pric-
es, according to analysts.

Analysis of fares in key domestic sec-
tors shows that the decrease is higher in
sectors where two new entrants— Vista-
ra and AirAsia India—have added flights
and existing carriers have followed suit.

According to Yatra.com, India’s sec-
ond-largest travel portal, the average do-
mestic fare has come down by about 19%
from a year ago. The fall is higher on
routes where the two new carriers have
started operations. Some analysts said
the decline in prices could be on the back
of capacity addition, as airlines in India
have not reduced fuel surcharge.

“The airlines have not reduced fuel sur-
charge even after the decline in oil prices.
Drop in fares, if any, is more limited to
specific sectors, depending on the capaci-
ty and also loads,” said Ajay Prakash, for-
mer president of Travel Agents’ Federa-
tion of India. The two new carriers, along
with low-cost carrier IndiGo, are adding
capacity in the market, he said.

However, some analysts attributed it to
the fall in crude oil prices. Aviation fuel ac-
counts for nearly half of Indian airlines’
operational cost. “Domestic airfares are
about 19% lower than last year, and this
has been driven by the drop in oil prices, as
well as some increase in capacity with the

entry of a couple of new players in the mar-
ket, namely Air Asia and Vistara,” said
Sharat Dhall, president at Yatra.com.

Aviation industry executives said the
reduction in oil prices is helping airlines
absorb the impact of decline in fares.

“Fortunately, the decline in fuel prices
(though still 50% higher in India than in
other parts of the world) is helping ab-
sorb some of the impact in the near term.
But in the longer term, there must be
market rationality,” said Sanjiv Kapoor,
chief operating officer of SpiceJet, In-
dia’s second-largest low-cost carrier.

AirAsia India, which launched oper-
ations in June last year, connects sever-
al cities to Bengaluru and Delhi with a
fleet of 5 aircraft. Vistara, which
launched operations in January this
year with six aircraft, connects several
places to the national capital. Indigo
could not be contacted for a comment on
capacity addition.

SpiceJet’s Kapoor said the decline in
fares due to capacity addition would con-
tinue for some time. “There may be
short-term impact on fares, but the mar-
ket will correct itself as long as we are
able to ensure that new players are
bringing in capacity are serious long-
term players,” Kapoor said.

The AV Birla Group is known for its 
conservative philosophy and a cautious 
approach to investment in new areas. But 
Kumar Mangalam Birla’s biggest successes
have been acquisitions and investments in
non-traditional sectors such as high-end fash-
ion, telecom and financial services. Cement
has done well, but other commodities like alu-
minium and copper face a tough time due to
the global commodity downspiral. Brick and
mortar retail formats such as More have been
upstaged by ecommerce. In this wide-ranging
interview with R Sriram, Bodhisatva Ganguli
and Baiju Kalesh, Birla explains his stance on
the ecommerce boom, the group’s focus on 
non-commodity sectors and land acquisition. 
Edited excerpts:

Are you overexposed to commodities and
are you planning to diversify like the
financial services?
We have traditionally been a commodity
company and commodities have their own
strength. Each sector has its own strength and
pros and cons. But in the last seven to eight
years, we have increased our presence in
non-commodities. We have three striking ex-
amples. One is Idea, second, financial services
and third, retail, which includes garment re-
tail. I think each of these is going to be signif-
icant businesses for the group. Idea already is
established; in financial services we have a
strong foothold now and we are getting into
several verticals, and retail is getting into a
critical mass. I think garment retail will be No.
1 by far and we will see an interesting valua-
tion going forward. Super market and hyper
market is a long gestation business. I see im-
provement month-on-month and quarter-on-
quarter and that is the only way to sustain
this business.

Some of the retail players have made
comments on the ecommerce industry, on
the calculation of gross merchandise value
and how sustainable it is in future. What is
your call?
I wonder how the business can be sustainable.
I understand the valuation play. At the end of
the day, the financial investor will also have
to make returns. One thing I am sure of is that
you can’t have unlimited access to capital
funding. Therefore, the question that comes
to my mind is whether the deep discount
model is sustainable at all.

Is the jury still out?
Frankly, I don’t have the answer to that.

Are you looking at strategic partners or an
investor in More?
Given the current regulatory scenario and
regulatory framework, there are not many
overseas strategic players who may be com-
fortable. But if the regulations change, we will
be happy to work with a partner.

So you would like the regulatory
framework to change for physical retail?
Yes. People who are in retail would welcome a
change. It is not something we are not 
expecting. But it is something that we want to
happen which could be a good deal for Indian
retail players.

Are you looking at other forms of 
retail such as sportswear or electronic

goods retail?
No, we are looking at ecommerce play. But it
will be too early to talk about it. May be by Ju-
ly end we will have something to talk about it.

Is acquisition a strategy in ecommerce?
No, we will build on our own.

How is the telecom sector panning out?
Reliance Jio is a new player and the
government is now considering allowing
M&As and consolidation...
Entry of Jio will be a point of inflection. In
what way, I don’t know. It will have an impact
on the industry. Having said that, Idea is a
well-run organisation with a great franchise.
It has grown both in terms of profitability and
market share in the past five years. I think
Idea is well poised to take on the challenge as
the fundamentals are strong and a great oper-
ating model. But you know, Jio is an unknown
one, so it is interesting to see how it pans out.

As happened in the case of Reliance
Infocomm earlier, would you see them
trying to get market share through
discounting and is that a concern
particularly in the area of data?
It is little difficult to comment. We don’t know
until they launch it.

There was a phase when a new player
disrupted the market with price discounts
affecting all telecom players. Now some
stability has returned to the industry. Do
you see a danger again of the industry
going through that cycle again?
One doesn’t know what exactly is Jio’s plan. I
think that is not a possibility. One cannot do it.

What would you like to see in the telecom
M&A guidelines? Is Idea an acquirer?
Idea is in a growth momentum and I don’t see
Idea as an acquirer. It is quite indifferent in
that sense. We have no plans to exit Idea as I
have said in the past. I think the fact that we
have been in the business for the past 20
years shows that it is a core business.

Would you look at value unlocking in Idea?
Idea is a listed company. As of now we have
no definite plans to hive off our towers. I
don’t say that we will never do it. That is our
current thinking.

Currently, the Axiata Group is holding close

ness. As of now, we have assets of about
.̀ 1,20,000 crore. The NBFC has really grown.
It has a book size of .̀ 18,000 crore. It is a very
high quality book. In insurance, we’re at num-
ber 5. We have some catching up to do. We’ve
suffered on account of regulatory changes
that caught us unawares. We have a private
equity business that is just starting up. We
have been there for three years now. It’s a
business that I want to grow and am keen on.

We have smaller business such as distribu-
tion of financial products and insurance bro-
kerage. We have a licence for housing finance.
We are looking to get into health insurance. To-
day, we are among the largest five fund man-
agers, with consolidated assets under manage-
ment in excess of .̀ 1,65,000 crore. Our
aggregate lending book is .̀ 17,550 crore. I am
pleased to see the business achieving a consol-
idated revenue of .̀ 7,900 crore with an EBT of
.̀ 849 crore. This is truly an impressive feat.

The setting up of the housing finance com-
pany and entering the high potential health

insurance sector are exciting moves. And we
remain optimistic on entering the banking
business, subject to regulatory opportunities
and approvals.

In the insurance business, what is the
arrangement with Sun Life following the
change in FDI in Insurance?
Sun Life is interested in hiking its stake. It will
happen by the end of this fiscal year.

Will that be a fresh issue of shares?
We will be diluting it. No plans to list
the company.

What kind of valuation are you looking for
selling your stake for Sunlife?
We haven’t decided yet.

You had a plan to form a financial services
holding company and put all the assets...
That is something we are examining. There is
nothing definitive as of now. Essentially, the
idea is to unlock value for our investors. Not
just in this instance but across all our business.
It is something that needs to be examined care-
fully. One needs to spend time. 

That’s clearly a strong growth engine that re-
sides in Nuvo. Not just a corporate business,
but a business that we’re all very excited
about. It has good potential. The need for fi-
nancial services is a given. One is looking to
grow the business.

What about the bank licence?
We’re not expecting to get it in the near fu-
ture. One is hopeful. There’s nothing in the
offing that we’re aware of.

The differentiated licences that RBI wants
to issue, you’re not keen on?
So we applied to payment bank. As of now,
nothing concrete.

Of the financial services, which is the one
that you’re most excited about?
Of the current business, the three ones are as-
set management, NBFC and the insurance.

There are a lot of other new growth
sectors opening up such as defence and
renewable energy. Is that something that
the group is looking at?
We’re closely looking at solar generation. I
hope to firm up our plans soon.

This would be led by which company?
Still looking.

On your own or with a strategic partner?
I don’t see the value for a strategic partner. I’d
rather do it on my own.

Does digital technology attract you?
Digitisation is a big theme of our time and is
an interesting industry. One still has to figure
out where to play and makes sense for us to
play and make good enough money.

You were at India’s digital summit and
what are your commitments?
Our biggest commitment was from Idea to in-
vest $7 billion over the next seven years.

Are you looking at any fresh investments
going forward? You have talked about the
$7 billion for Idea in 4-5 years. Would it be
fair to assume that there will be more
investments in the non-commodity sector?
I think so, you come out of a large capex cycle
in aluminium and cement. It would be fair to
say that non-commodity business will invite
more investments. We have increased alu-
minium capacity from 0.6 million tonnes per
annum to 1.2 million tonnes per annum and
cement from 48 million tonnes per annum to
63 million tonnes per annum.

Would you be able to spell out a number?
What is the total capital for the group for
commodity and non-commodity?
Our capex over the last five years is in excess
of $26 billion.

Business environment had become
complex and commissioning alumnium
took the longest time. Have government
initiatives made business easier? 
I have a lot of faith in this government. They
understand issues well. My sense is that they
are doing a lot of work that we are not aware
of. Two sectors have taken off-one is coal in
terms of production of coal. There has been
fairly significant increase in terms of coal
from Coal India and for the first time in many
years, we are not struggling and have suffi-
cient coal in our plants, which is a very big
deal. Roads have taken off, which is big. I
think it will be another four quarters since we
start seeing the impact. We got to hold our
horses, I do not think, impatience is the an-
swer to anything. This is a government that
understands issues and it is quiet background
work that is happening on several fronts. It is
a hard working government.

to 20% equity. Idea has an understanding with
Axiata that it will not exceed the base holding
of 20.11% at any point in time.

You would not look to acquire, say 
Tata Teleservices?
We don’t see any value in acquisitions and
Idea is a strong player with strong growth mo-
mentum, and therefore, acquisitive growth is
not an option for us.

Any concern on Idea’s debt?
I think even after the last spectrum auctions
and assuming that there is no pay out for
spectrum this year, we expect the debt to op-
erating profit to be 3, which is very comfort-
able with strong internal cash generation and
it is self sufficient.

Are you okay with the regulatory
situation with telecom?
I think the regulatory overhang is much less
than about four years ago and I think we have
a comfortable situation.

Conglomerates churn their portfolio once
in a decade. Is it a good time to relook 
your portfolio?
We constantly look at churning the portfolio. I
don’t think we are looking at any major
changes in our portfolio now. We have a good
mix of asset light and asset heavy like com-
modity and non- commodity business or
manufacturing versus services. So the intent
at the group level is to create a balanced port-
folio and I think we have that pretty much as
of now. That doesn’t mean that I am not look-
ing at opportunities. Having said that, I don’t
see much changes in portfolio happening.

One of the areas that you were planning to
exit was the fertiliser business. Were you
looking for a partner?
The idea with the fertiliser business is to
sweat the asset. Growth opportunity is limit-
ed in fertiliser. Some growth is possible in
agriculture as a larger sort of canvas. But I
think the fertiliser policy perhaps is not con-
ducive to growth. We have a great fertiliser
operation. We, by far, are the most efficient
plant in the country, in the private sector. No
there’s no value a partner would add.

Three years back, you had a plan to bring
in a PE investor…
Not in particular. No, the upside in that busi-
ness is limited. So, it’s not a business we
would like to have more exposure to.

The Tatas have put the fertiliser business
for sale...
We’re not doing that. But there is no economic
rationale for further investment.

How do you explain what happened in the
CBI case against Hindalco?
It was a shock to us and was completely un-
expected. But it did not come in the way of our
growth as we are a resilient group.

Did it affect the image of the group?
We are always on the right side of the law. At
best we decided not to get emotional about
these things.

Were you a victim of political vendetta?
There is no political vendetta.

What are your plans for financial services?
We have a great franchise in the AMC busi-

‘We Have a Good Mix of Asset Light and
Asset Heavy Businesses in Our Portfolio’

ON JIO’S ENTRY

Entry of Jio will be a point of
inflection. It will have an 
impact on the industry. But
Idea is well poised to take 
on the challenges

KUMAR MANGALAM BIRLA
CHAIRMAN, ADITYA BIRLA GROUP

Q&AEXCLUSIVE The setting up of the housing finance company and entering the high potential health insurance sector are
exciting moves. And we remain optimistic on entering the banking business

ON HINDALCO PROBE

What happened in the Hindal-
co case was a shock to us 
and was unexpected. But the
CBI probe didn’t come in the
way of our growth as we 
are a resilient group
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Year Year

Delhi- Mumbai          5,273          3,457      34.4
Delhi-Bengaluru       6,508          4,632      28.8
Delhi-Ahmedabad   4,832          3,521      27.1
Delhi-Guwahati        6,309          5,071         19.2

Bengaluru-Jaipur    5,190          4,232         18.4
Delhi-Goa                     6,082          4,931         18.9

Delhi-Chennai*          6,366          5,559  12.7
Delhi-Kolkata*          5,183          4,775                         7.9

Airfares Descend as
New Players Check
in, Fuel Gets Cheaper
Average domestic fares
down 19%, fall higher on
routes where Vistara and
AirAsia have started ops

For full interview, log on to 
www.economictimes.com
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