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The surge in residential rentals, 
which began after the Covid 
lockdowns, continues unabated. 

Rents increased 4.9 per cent quarter-
on-quarter and 5.8 per cent  
year-on-year across the country in  
the April-June 2023 quarter, according 
to property portal Magicbricks. This 
uptick in rental costs presents a formi-
dable hurdle for young urbanites,  
particularly those earning modest  
salaries, who have migrated recently 
from a smaller town and are trying to 
establish a foothold in a larger city. 

Demand surge 
Rental demand has soared over the past 
one and a half years with offices sum-
moning employees back to offices (at 
least in the hybrid mode). 

“Demand in a city like Bengaluru, 
for instance, has not only breached the 
pre-pandemic levels but risen much 
above it. In a few sought-after societies, 
rents are up by more than 40 per cent 
compared to pre-pandemic times,” says 
Anuj Puri, chairman, ANAROCK Group. 
He adds that during Covid hiring rose 
in many IT-ITeS companies, so when 
offices resumed working physically 
there was a large influx of new employ-
ees. Rental rates have increased in the 
luxury segment as well. “In the post-
pandemic period, the demand for 
expats and senior-level talent has gone 
up,” says Siva Krishnan, managing 
director-Chennai & Coimbatore, India 
head-residential services, JLL India. 

Post-pandemic, even those living  
on rent upgraded their housing.  
“Work from home and online classes 
led to people moving from two-BHK to 
three-BHK apartments and from  
apartments to villas. This led to higher 
demand in select cities and micro-mar-
kets,” says Krishnan. 

Educational activity also bounced 
back after Covid. “Schools, colleges, 
coaching classes, and other educational 
institutions also began to run in full 
swing. That led to students and  
families coming back to cities,” says 
Siddharth Goel, head of research and 
editorial, Magicbricks. 

Supply bottleneck 
Housing supply shrank during the pro-
longed downturn of the previous dec-
ade. “Demand has picked up over the 
past two years. Now, supply is also gath-
ering pace, but it takes at least three to 
four years for a project to be completed,” 
says Vivek Rathi, director-research, 
Knight Frank India. 

The country has an unsold inven-
tory of around 4.7 lakh units. “But this 
inventory is in the hands of developers 
and is not part of the rental market,” 
says Rathi. A large part of the existing 
supply is not suited to demand in the 
rental market. Customers purchasing 
from the primary (developer) market 
increasingly prefer bigger — three or 
3.5-BHK — and better-quality apart-
ments. “But in the rental market there 
is greater demand for one- and two-
BHK apartments. This discrepancy 
between demand and supply has also 
contributed to the escalation in rental 
rates,” says Rathi. 

As many as 3,000 projects are under 
redevelopment in Mumbai. “This has 
resulted in a sudden surge of customers 
looking for rental housing for a specific 
timeframe,” says Krishnan. 

Purchase decisions being deferred 
Property prices have risen over the past 
year. While project launches are up 
compared to a year ago, they are not yet 
at a level where they can match 
demand. The high cost of raw materials 
has also forced developers to raise 
prices. Home loan rates are also up. 
“This combination of high property 
prices and high interest rates has caused 
some potential buyers to defer their  
purchase decision and contributed to 
the increased demand for rental  
housing,” says Goel. 

The Reserve Bank of India’s cumu-
lative 250-basis-point repo rate hike has 
driven home loan rates up by about 1.8 
percentage points on average since May 
2022. An increase in home loan rates 

impacts the buy-versus-rent decision. 
“Buying a property makes more  
sense when the gap between home  
loan rates and rental yield is small. 
When home loan rates go up and the 
gap widens, people begin to favour  
renting,” says Rathi. 

Strategies for tenants 
Rental rates may continue to rise for the 
next two to three years. 

“In such a scenario, it is best to lock 
into rentals for a sufficiently long 
period, say, three years, with a reason-
able escalation rate built into your 
agreement with the landlord,” says 
Rathi. Such an agreement will safeguard 
you against steep hikes. 

The agreement should also offer the 
tenant a minimum guaranteed tenure. 
It is typically six months. “Opt for a 
longer minimum guaranteed tenure  
of 12-18 months. This will ensure that 
in a rising rental scenario, the landlord 
doesn’t serve you a notice and ask you 
to vacate the property,” says Goel. Get 
the lease agreement registered. 

Rental rates, especially those near 
the top information technology (IT) and 
office hubs have soared already. “Scout 
for a house in nearby areas that are less 
expensive,” says Puri. Those looking to 
save on rent may avoid the larger 
societies. “Usually, larger societies with 
all the amenities command a premium 
over smaller societies which have just 
the basic amenities,” says Puri. 

Tenants can also go for a property 
that is five or 10 years old. “Older  
properties are usually available at a  
discount compared to the newer ones,” 
says Rathi. 

Compare rental rates across proper-
ties and markets. Get to know the pre-
vailing market rates and make sure you 
don’t pay above those levels. Online 
platforms can help you carry out such 
comparisons easily.  

“If you depend on only one source 
of information, such as a local broker, 
you could be misled into paying more 
than the prevailing rates,” says Goel. 

Finally, avoid spending far more on 
rent than your budget permits. Doing 
so will reduce your disposable income 
and affect your entire finances.

Tackle soaring rents with long-term 
lease, fixed escalation clause

IDBI Bank launched a public issue of unse-
cured bonds in January 1992. Sadananda 
Das applied for and was allocated one deep 
discount bond at an issue price of ~2,700. 
The certificate clearly stipulated that both 
the bondholder and the bank had the 
option to surrender or redeem the bond 
after every five years. The redemption 
amount would vary depending on the 
period. At the end of the fifth year, the 
amount would be ~5,700; in 
the 10th year, ~12,000; in the 
15th year, ~25,000; in the 20th 
year, ~50,000; and in the 25th 
year, ~1 lakh. 

The bank chose to exer-
cise its option to recall the 
bonds. It advertised this on 
August 19, 2001, in all the 
leading English and regional 
language newspapers, notify-
ing that the bonds would be 
redeemed on March 31, 2002. 
Additionally, letters were dis-
patched to individual bond-
holders informing them that they needed 
to surrender the original bond certificate 
to receive the redemption value of ~12,000 
per bond. 

Das submitted her certificate at the end 
of 25 years and claimed a redemption 
amount of ~1 lakh. However, the bank 
merely paid the redemption value after 10 
years along with simple interest at the rate 
of 3.5 per cent from March 31, 2002, until 
April 18, 2017, when the amount was dis-
bursed. The total amount came to ~19,214. 

Das contested that she should have 
received the full redemption value of  
~1 lakh, payable after the 25-year tenure. 
The bank rejected this argument, stating 
that the bond had been redeemed at the 
end of the 10th year, as permitted by its 

terms and conditions. 
Aggrieved, Das filed a complaint  

with the District Forum. The bank  
contested the case, arguing that it had 
incurred significant costs in advertising 
the early redemption of its bonds.  
It blamed Das for not submitting her  
certificate despite reminders in May 2009 
and another on August 22, 2013. 

The forum ruled in favour of Das,  
ordering the bank to pay ~80,786 towards 
the difference between the 25-year 
redemption value and the amount already 
paid. It also awarded 5 per cent interest 
and ~50,000 in compensation. It imposed 
another ~25,000 as punitive damages for 
unfair trade practices. 

The bank appealed the order but the 
West Bengal State Commission upheld the 
directive to pay the total redemption value. 
It awarded another ~5,000 towards costs, 
but it reduced the compensation to 
~30,000 and also set aside the amount 
awarded for punitive damages. 

The bank filed a revi-
sion petition. The National 
Commission observed that 
few people nowadays have 
the time to read every page 
of all newspapers to find 
such advertisements. 
Hence, a mere public 
notice would not absolve 
the bank of its liability; it 
was obligated to send a  
personal notice to each 
individual bondholder six 
months before the redemp-
tion date. Although the 

mode of service was not specified, it had 
to be carried out through registered post 
or another method where proof of service 
would be available. If such service cannot 
be proved, the bank would continue to be 
liable and would have to pay the bond’s 
entire redemption value. 

Accordingly, by its order of August 17, 
2023, delivered by Inder Jit Singh,  
the National Commission upheld the  
order entitling Das to receive the total 
redemption value.  

However, instead of lump-sum  
compensation, it awarded interest at 9 per 
cent from April 1, 2017, onwards, and  
litigation costs of ~50,000. 

The writer is a consumer activist
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Early bond recall: 
Notify each holder
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The National 
Commission ruled 
that public notices 
weren’t sufficient. 
To avoid liability, 
the bank must  
send individual 
notifications  
and produce  
proof of having 
served them

Safeguard your interests by insisting on a guaranteed minimum tenure

URBAN RENTALS  
SURGING UPWARDS    
                                                                        Change (%)    
City/ Region      Rental                       Q-o-Q    Y-o-Y  
                        rate*                            (%)        (%)  
Mumbai              54.0                                    -0.1          11.6 
Thane                  24.1                                        1.3          5.8 
Navi Mumbai     23.6                                       7.3           7.9 
Delhi                    23.5                                    -0.9         -1.7 
Gurugram           20.7                                       5.1            23 
Bengaluru          19.5                                       8.1          18.1 
Pune                   19.3                                       3.7           1.8 
Chennai              16.5                                       1.2          4.8 
Kolkata                16.4                                       2.1           3.2 
Noida                  16.3                                       1.9         14.3 
Hyderabad         15.7                                       4.5        -8.7 
Ahmedabad       14.6                                         0          9.9 
Greater Noida     11.3                                       3.8         16.4 
India                   19.0                                      4.9          5.8 
* In ~ per sq ft per month. Figures are weighted average rates on 
cover area for Q1FY24                              Source: Magicbricks.com


