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How long can meteor

By Noshad Ali

LAHORE: Since September 11,
2001, property prices in Pakistan,
particularly Lahore, have soared.
The factors include higher remit-
tances from expatriates, a high
profit margin, better services
attracting more investors, and the
low return on savings offered by
banks.

But with property prices at an
all time high, how long will it be
before the bubble bursts?

Property prices have gone up
an average 25 percent around
Pakistan over the last five years,
while plots in some developing
areas otp Lahore have gone up by up
to 300 percent. According to prop-
erty dealers, the increase is in part
due to a massive surge in invest-
ment in the property from overseas
since September 11. ’

Zafar Igbal, a retired major
who is chief executive of Makkan,
said there were two major reasons
for the surge in property prices.
“First, there has been an increase in
the number of investors speculat-
ing on high profits. Second, there
are a growing number of overseas
customers willing to pay more for
property provided they are confi-
dent their investment is safe.”

There are several reasons for
the increase in remittances from
expatriates after the September 11
attacks. Mr Igbal said many felt
their investments abroad to be
unsafe. “They started sending their
money back home which was
invested in real estate because no
other business offers the same
profit,” he said.

; “Forthslastﬁveyea:s,pwp-'
erty prices have started rising dur- -

ing the summer vacations and the
fifteen days around the two Eids
as overseas Pakistanis come home
to visit their families and decide
to buy plots and homes,” said
Asrar Amin Agha, the owner of
Unity Estates.

_ it is not just overseas
Paklswns attracted by the high
profits. “Many national and inter-
national companies and financial
institutions are involved in the real
estate business,” Mr Agha said.

Mr Igbal said there had been a
previous boom in property prices
driven by expatriates when Iraq
invaded Kuwait in 1991. A lot of
Pakistanis working in Kuwait
returned and bought property in
housing societies. “Those who
invested wisely are selling their
plots at enormous profit now.
Those who invested in start-up
societies without infrastructure,
management and town planning
lost everything.”

Since then, however, real
estate has become more profes-
sional, with educated, modern and
service-oriented estate agents and
consultants around to-guide people
in the purchase of plots, both for
investment and for making homes.
“The competition for all the money
pouring into real estate has intro-
‘duced a new service concept in the
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real estate industry,” said Mr Igbal.

This makes it easier for people
with spare money to invest in prop-
erty. “The wives and children of
rich men are investing because it is
much easier than starting up a busi-
ness,” Mr Agha said. “The fact that
you have educated and profession-

al consultants gives them the confi- -

dence to do that. All they have to
do is share a cut of tl){e profit,
which doesn’t cost them much
because buying and selling proper-
ty is tax-free.”

Prices have risen fastest in
housing schemes with good man-
agement and reliable records, such
as in Phase V and VI of Defence,
controlled by the Defence Housing
Authority (DHA), Mr Igbal said.

“The DHA played a vital role
in the property boom because at a
time when people were being vic-
timised by the land mafia, the
DHA provided money-assurances
vis-a-vis services to its residents
and investors,” he said.

Though Defence is in Eastern
Lahore and close to the border with
India, that is the direction most of
the development is taking place.
“This is only because of the trust
the DHA has developed. And now
that Pakistan-India relations are
improving, people are not worried
about an invasion. The government
signalled as much when it built the
new airport there,” Mr Igbal said.

Areas around the new Allama
Igbal International terminal are
now becoming hot property.

Sarmad Jan of City Estates,
DHA said property prices in
Lahore had increased more than in
any other city. Karachi's property
market had been volatile because
of law and order. Upcountry migra-
tion from Karachi and other cities
to Lahore and Islamabad had sped
up in the last few years and this
phenomenon is also upping prices.

A change in residential trends
away from the centre of town to the
suburbs is also evident. “Rapid
commercialisation of the city's res-
idential areas has compelled many
to move to the suburbs, where they
are relatively free of the noise and
pollution,” Mr Agha said.

He added that development
landmarks were also affecting the
market, with the prices of plots in
schemes with luxurious facilities

rising faster than where facilities
were relatively modest.

But how long will the property
boom last and how far is the invest-
ment genuine? One of the city's
top estate agents warns that a large
part of investment is with the pur-
pose of money laundering and arti-
ficial shortage of plot files and
manipulation of the land mafia is
common.

“Real estate is one of the
favourite businesses for black-mar-
keters to convert their black money
into white. There is little checking
and investors are not bound to pay
any taxes while buying or selling
property,” he said.

“Basically, there is a genuine
demand which is currently pre-
venting the property bubble to
burst, but it will reach saturation
point and some genuine buyers will
lose a lot of money,”

He put the number of genuine

of property at not more than
15 percent, with the rest only in it
for profit or other more nefarious
purposes.

Mr Agha, however, disagrees
with the concept of a bubble. He
said when demand starts decreas-
ing, prices would automatically
reach their actual level and then
stabilise. He said the prices of
property in the developed areas of
Lahore, such as Gulberg and Model
Town, were not increasing as in
developing areas. He said there is a
shortage of 5.4 million houses in
the country and the backlog is
swelling. Mr Igbal said property
prices were increasing worldwide,
not just in Pakistan, as the popula-
tion grows and land becomes a
scarce resource.

“Property prices are increasing
worldwide but not at the speed
with which they are in Pakistan,”
said Mr Jan. “Buying power here
has improved, especially in the
presence of low interest rates, and
with the huge liquidity it is natural
that real prices are on the rise, but
the level of current prices is unnat-
ural or manipulated.

“In Pakistan, we love to make
easy money and become rich
overnight, whatever the risk
involved. This approach creates
artificial hikes, and these days it is
happening in the property business.
There are manipulators continu-
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ic rise of property prices last?

Commercial Plots

Residential Plots

Major areas an ates on the eventof | Current prices of Major areas and | Rates on the event of | Current prices of
societies in September 11, 2001 commercial plots housing societies | September 11, 2001 residential plots
Lahm‘? (Million Rs per kanal) (Million Rs per kanal) in Lahore (Million Rs per kanal) (Million Rs per kanal) |
fack View Rs 0.7m to Rs 0.8m Rs 4.5m to Rs 6m Park View 0.7m to Rs 0.8m Rs 4.5m to Rs 6m
C.Bl'll.l'al Park Rs 0.5m (Nov 2003) Rs 0.6m Central Park Rs 0.4m (Nov 2003) Rs 0.6m
Air Avenue = Rs 4.5m to Rs 6.2m Air Avenue = Rs 4.5m to Rs 6.2m
Bahria Town - Rs 2.5m to Rs 3m Aihiia Tovn ] Rs 2.5m to Rs 3m
Canal View Rs 3.5m to Rs 4m Rs 8m to Rs 9m : :
West Wood Rs 1.2m to Rs 1.5m | Rs 6m to Rs 7Tm St ag it n il
Colony West Wood Rs 1.2m to Rs 1.5m Rs 6mto Rs 7m
Johar Town Rs 5m to Rs 7.5m Rs 15m Colony
Township Rs 10m Rs 15m to Rs 20m Johar Tt?wn Rs 2.5m to Rs 5m Rs 6.5m to Rs 15m
Faisal Town Rs 15m to Rs 20m Rs 30m Townghip Re lytsuBe 1 Sm i dm o RySm
Model Town Rs 1.5m (4 marlas) Rs 2m to Rs 6m (4 fe S e e S

marlas) Model Town Rs 3m to Rs 3.5m Rs 9.0m Rs 9.5m
Garden Town Rs 8m to Rs 10m Rs 40m to Rs 50m Garden Town Rs 4m to Rs 4.5m Rs 12.5m
New Muslim Town | Rs 7m to Rs 8.5m Rs 25m to Rs 30m New Muslim Town | Rs 4m to Rs 4.5m Rs 10m to Rs 15m
Shadman Rs 9m to Rs 10m Rs 30m to Rs 45m Shadman Rs 6m to Rs 7m Rs 20m to Rs 30m
GOR No commercial plots - GOR Rs 7.5m to Rs 8m Rs 15m
Gulberg (main Rs 10m to Rs 25m Rs 60m Gulberg (main Rs 2.5m to Rs 4m Rs 8m to Rs 15m
areas) areas) —
Valencia = Rs 5.5m (4 marlas) Valencia Rs 0.8m to Rs Im Rs 2.2m to Rs 3.5m
WAPDA Town o Rs 10m (8 marlas) WAPDA Town Rs 1.5m to Rs 2m Rs 5m to Rs 7m
Izmeer = Izmeer Rs 1.2mto Rs 1.5m Rs2.5m to Rs 3.5m
EME = gz §§$ {hmrias) EME Rs 1.5m to Rs 2m Rs 3m to Rs 5m
Sui Gas = R 3'2 Sui Gas Rs 0.5m to Rs 0.8m Rs3.2m to Rs 4m

52,2 in S8s A1 Army Welfare Rs 0.5m to Rs 0.8m Rs l.Im to Rs 1.5m

Army Welfare = Rs 1.1m to Rs 1.5m Tmsf : ;
g":f]; Bagh = Rs 05m o Rs 0.8m Chinar Bagh Rs 0.2m to Rs 0.3m Rs0.5m to Rs 0.8m '
State Life 8 B R 2 Tm State Life Rs 0.8m Rs 2.0m to Rs 2.7m
Cavalry ground Rs 5m to Rs 6m Rs 18m to Rs 2m Cavalry ground Rs 3.5m to Rs 4m Rs 10m
Lahore Cantt No commercial plots a3 Lahore Cantt Rs 3.5m to Rs 4m Rs [5m
Defence Housing 8-marla plots Defence Housing
Authority Authority ‘
Phase I Rs 10m to Rs 15m Rs 25m to Rs 70m Phase I and IT Rs 3mto Rs 3.5m Rs 6.5m to Rs 8m
Phase II Rs 10m to Rs 15m Rs 25m to Rs 70m" Phase III Rs 2.9m to Rs 3.5m fs 8.5m to Rs 12m
Phase IIT Rs 13m to Rs 14m Rs 55m to Rs 80m Phase IV Rs 1.8m to Rs 2m Rs 8m to Rs 10m
Phase IV Rs 18.5m to Rs 20m Rs 65m to Rs 80m Phase V Rs 1_@0&‘_._§m [Rs 8m to Rs 8.5m
Phase V Rs 6.5m to Rs 7m Rs 10m to Rs 25m Phase VI = ~ .. Rs55mtoRs6.5m

Tabie showing prices on the eve of 9/11, and what they are today..
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.ously generating hype in the busi-

ness and there will ultimately be
financial causalities. It is like a
pyramid scheme: the last buyer
will pay the price.”

However, there are measures
buyers can take to ensure that if
such a bubble burst occurs, they
will not lose too much.

All the experts suggested that
investors only consult reliable and
well-reputed real estate agents or
consultants, but to avoid consulting
too many. “Just analyse, don’t
paralyse,” one expert said

[t is better to invest in societies
where all infrastructure is more or
less in place. Avoid “one-man”
societies and instead invest in
cooperative societies or societies
with reputable management.

Always check property docu-
ments carefully through lawyers.
Before buying a plot, visit it person-
ally and take your consultant along.
If you are overseas, send someone
trustworthy to do so. “Sometimes,
plots only exist in documents,” one
estate agent warned.

For those 1nve<‘.tmg purely for
profit, invest in ‘running items’,
plots that are located in societies in
high demanded. And to keep risk
at a minimum, investors should
keep themselves up to date with
day-to-day changing market prices.

Suburban areas in Lahore were
relatively cheap, which prompted

people to build farmhouses there. F

The prices of these farmhouses and
prices of suburban property in gen-
eral are also increasing because of
the rising demand of land which
has trickled down from the
increased demand of land in devel-
oping societies. However, the trend
of building farmhouses in the sub-
urbs of Lahore is declining because
of the development of housing
societies and of rising land prices.

‘Last year, we saw major
investments taking place in land
near Wagah. This year, however,
the trend has shifted towards
investments in land near Raiwind.
There are two reasons for the shift
in this trend.

Firstly, investors had exhausted
land opportunities near Wagah border,
as housing societies had already spread
to the edges of the army’s operational
area and further development could not
have been made.

Secondly, land was available
near Raiwind Road, which made a
safe investment and was actually
preferred over land towards the
border because it could be devel-
oped more easily.

Some investments have taken
place in societies towards Kasur,
but because of poor infrastructure,
this land was never really popular
with investors.

Investments have generally
been made in the housing societies

surrounding the' DHA. These soci-
eties have better infrastructure and
are expected to develop as the
DHA continues to expand.

Investments in developing .

housing societies towards the
Raiwind and Multan roads have
largely been made because of the

Motorway interchange at Saggian

Bridge and the intercity bus depot
at Bund road, both of which grant

easier access to these areas, mak-,

ing them popular locations to be
developed.

Areas *like Model Town,

: Gulberg, GOR, Shadman, New

Muslim Town, Faisal Town and
Johar Town are now developed.
The ftncra] trend of land prices in
developed societies is that they are
high but stable. The prices usually
rise or fall in very small percent-
ages, unless these areas are com-
mercialised.

However, a majority of these
areas have been commercialised in
the last decade, because of which
land prices have increased many
fold. For example, the price of a
one kanal plot in Main Boulevard
has increased from Rs 10 million to
more than Rs 50 million in just the
last five years, ie, an increase of
more than 5 times.

However, prices are expected

to stabilise once land in Main,

Boulevard is-developed and used
commercially.

Thecommercia[isation of cil_y
areas, lke Gulberg and Model

 Town tht were onee eonsidered

the subuts of Lahore, made prop-
erty au attractive investment for

- people.Increasing population and

‘migration towards such areas are
the primary reasons why Gulbeg
is now being rapidly commeng
cialised. Thus people fend tr
invest inareas they expect to fe
commercidlised in the futue,
which isexactly the trend that we
see these days. Property huyers
are investing in the suburbs,
areas LikeFaisal Town, which arc
slowly butsurely developing.

The grices of property in
Shahalam Market, Azam Cloth
Market, Bundreth Road and com-
mercial aregs like The Mall, that
were once developing areas, did
not incresg by the same ratio as
that of newly developing areas.
Land prices at one time did not
increase mainly because land was-
n't a liquid asset and there were
problems of fraud in the property
business. These days, however, the
property business is in fact liquid
and highly profitable for investors.

The market mechanism for
the sale and purchase of flats in
residential-cum- commercial
plazas is governed by a different
set of rules. Rates usually depend
on the size and location of the
suite, flat, office or shop.




