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Don’tjustjump into pre-launch property

It's distinctly cheaper but much riskier. So, before investing, check if all approvals and titles

are in place and the builder's own past record

PRIYANAIR

Loanstothereal estate sector from
banksand housing finance
companies have been decliningfor
sometime, given theirrisky nature.
Lendersare staying away even at the
costoftheirmargins. In thissituation,
developersarelooking toraise
interest-free capital from the market
by pre-launching projects, said a
report by realestate consultancy
JonesLang LaSalle (JLL)India.

VK Sharma, director and chief
executive, LIC Housing Finance,
said while demand forloansin the
retail segment continues tobe
robust, the company is cautiousin
itslending to the developer
segment. Itisimpacting ournet
interest margins, he added.

According to the JLLreport, a
pre-launch(orsoft launch)isa
situation where a developerinforms
aninner circle of brokersand
investors of the availability of

properties in aproject that has not
been officially put on the market.
Word of this arrangement spreads
by word of mouth and email but

generally speaking, notaroute that
end-usersare advised totake, unless
thereis a high degree of certainty
implied inthe builder'sbrand and

doesnotfigureon the track record.”
developer'swebsiteorin  Apre-launch (orsoft Thepriceadvantage
other marketingmedia. launch)isasituation ofbuying apropertyat
The buyers who show where adeveloper thepre-launch stage
interest forpre-launch  informsafew brokers canbefiveto20per
projectsare usually andinvestors of the cent,dependingon
investors andend-users availability of properties  various market factors.
whoseektobenefit from inaprojectthathasnot  However, buyers must
thepriceadvantageand beenofficiallyputonthe keepinmindthatthe
canwaitforacoupleof  market,saysaJLLreport project mightnothave
years before getting gotallrequired

possession.

Om Ahuja, chief executive officer-
residential services, JLL, said,
"Investingin pre-launched projectsis
ahigh-risk undertaking, which can
pay offaslongasone has factored in
allpossible variables. It makes most
sense toinvestorswho have ahigh
riskappetite and the ability to
weather aneventual setback.
Investing in pre-launchesis,

approvalsor might notbecleared for
homeloanapprovals by lenders.
Anotherriskisthat the project could
be delayed or even shelved ifthe
developer is notable toraise enough
money. Therefore, those investing
must checksome thingsbefore going
ahead.

m Theymustestablishifthebuilder
has free and clear ownershipofthe
land on which the projectisbeing built

-

= Theprojectmusthavean
Intimation of Disapproval (I0D), a
setofinstructionsadeveloper must
comply with so that he can legally
construct thebuilding. The IOD is
valid forayearand needstobe
reissued ifthe project has not been
completedina year
m Theprojectmusthavea
commencementcertificatein
place

Accordingto Ahuja, while
considering a pre-launch
option, itis necessaryto
investigate the builder's record
ontransparentdealings and
compliancewith legal
formalities, overall record for
timely projectcompletion
and the experience he has.
"The ability tocomplete the
projectdependsatleast
partially on bringingin a certain
critical mass of saleswhenhe
(thedeveloper) pre-launches a
project,” he said.



