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A growing wave of Asian outbound capital is targeting 
core real estate assets in Western markets. Here we 
examine the key outbound trends over the last 24 months

Source: Real Capital Analytics / Knight Frank Research



53 55

TH E GLOBA L CITIES

The distinction of being the financial 
capital of India puts Mumbai at the 
forefront of the economic landscape, 
not only of India but also Asia, making 
Mumbai an important city from a 
global perspective. Besides being 
the state capital, the city also serves 
as headquarters for the political 
and administrative machinery of 
the State of Maharashtra. Among 
the most densely populated cities in 
the country, Mumbai’s population 
increased from 9.9 million in 1991 
to 12.4 million in 2011. Of these, 5.2 
million people live in slums. While 
the population increased, the city’s 
infrastructure development did not 
keep up the pace, putting tremendous 
pressure on the quality  
of life of its residents.

The situation is aggravated when 
we look at the larger geography that 
is driven by the opportunities in 
Mumbai. As an extension to the 177 
sq miles of Mumbai city, the Mumbai 
Metropolitan Region (MMR) is spread 
over 1,681 sq miles, putting further 
pressure on the city’s infrastructure. 
Additionally, the population of MMR 
increased from 19.3 million in 2001 
to 22.8 million in 2011 – a decadal 
growth rate of 17.8%, much faster than 
the 3.9% for Mumbai. 

By contrast, 80% of the 114 million sq 
ft of office space in the MMR is located 
in Mumbai. While a slew of significant 
infrastructure projects, namely the 
Mumbai Metro, Mumbai Monorail and 
the controlled-access Eastern Freeway, 
became operational last year, they are 
only remedial measures – too little too 
late to rehabilitate the city’s crumbling 
infrastructure and enhance the quality of 
life of its citizens.

While the previous city development 
plans focused on the growth of the 
suburbs and decongesting the island 
city, the draft Development Plan for 
Greater Mumbai 2014–2034 prepared 

The Delhi–Mumbai Industrial Corridor 
(DMIC) and the Amritsar-Delhi-
Kolkata Industrial Corridor (ADKIC) 
projects are huge Indian government 
initiatives that will place Delhi at the 
hub of an expansive infrastructure and 
industrial network.

Both these industrial corridors will 
be established along dedicated freight 
corridors (DFCs). The DFC in the 
western part of the country will be 921 
miles long and will run from Dadri in 
the National Capital Region (NCR) of 
Delhi to Jawaharlal Nehru Port near 
Mumbai in Maharashtra. The DFC in 
the eastern part of the country will 
start from Amritsar and end at Kolkata, 
covering a stretch of 1,143 miles. The 
DFCs will offer faster rail connectivity 
for high-axle-load wagons supported by 
powerful locomotives.

An influence zone of 93 miles on both of 
sides of these DFCs will be developed as 
industrial corridors. The influence zone on 
the western side of the country will be the 
DMIC - a  $90 million mega infrastructure 
project being executed with financial and 
technical aid from Japan. The eastern 
corridor is the ADKIC, which will be 
developed in phases, with financial 
assistance from the central government  
of India and the World Bank.

E-commerce has seen unprecedented 
growth in India in the last year, which is 
creating opportunities in the real estate 
market of Bengaluru (formerly Bangalore). 
Though the sector has been present 
in the country for the last 15 years, it is 
only recently, with several home-grown 
companies in the fray and the introduction 
locally of international players, that the 
e-commerce ecosystem has finally begun to 
take hold.

E-commerce was one of the major growth 
drivers of the country’s economy in 2014. 
According to industry estimates, the 
sector in India has grown since 2009 to 
touch U.S.$16.4 billion in 2014, reflecting 
a compound annual growth rate of 34%, 
and is expected to be in the range of $22 
billion in 2015.

Bengaluru has gained the most 
from this growth. The city, known 
globally as a major IT office hub, 
has witnessed substantial interest 
from the e-commerce sector. In 2013, 
e-commerce accounted for 1% of the 
total office leasing deals transacted, 
increasing to 4% in 2014. Although the 
sector’s share in the first half of 2015 (H1 
2015) is just 2%, it stands at 35% when 
pre-committed transactions in H1 2015 
are taken into account.

In 2015, Indian online retailer Flipkart 
signed up for 2 million sq ft of custom 
built office space in Bengaluru, while 
Amazon leased approximately 1.2 million 
sq ft of space, both pre-committed deals, 
to keep pace with its accelerated growth 
and hiring plans. E-commerce is expected 
to create around 50,000 jobs in the next 
three years, suggesting tremendous 
opportunities lay ahead for Bengaluru’s 
real estate market.
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Delhi is set to 
become the 
economic anchor 
of north India as 
a result of two 
ambitious projects 

The city’s new plan will encourage 
transit-oriented infrastructure 
development and higher densities

An important reason why e-commerce 
firms want to expand in the city is 
the availability of skilled technology 
workers. Currently, Bengaluru accounts 
for more than a third of the 1,000+ 
global in-house centres (facilities that 
combine technology development 
with the back office functions of 
multinational corporations) in India.

Bengaluru is also a preferred destination 
for domestic firms. Delhi-based 
Snapdeal carried out its R&D expansion 
here, owing to the scale and variety of 
skilled manpower available. Meanwhile, 
robust demand for commercial real 
estate is expected to impact the housing 
sector. With the quantum of office 
space taken up by these companies, 
job opportunities are set to improve, 
thereby leading to residential demand.

Thus, with technology advancing 
continuously, business confidence gradually 
returning and investors aggressively 
funding the e-commerce sector, growth 
prospects are improving. This bodes well 
for Bengaluru, and we expect e-commerce 
to reinforce its position in the city’s real 
estate market in the coming years.

Skyscrapers, 
Bengaluru, India

Loaded freight train passing 
through Delhi, India

Chhatrapati 
Shivaji Terminus 
Train Station, 
Mumbai, India

In the states along the routes of 
the corridors there will be projects 
to enhance manufacturing and 
services industries, as well as other 
infrastructure improvements to support 
growth. The corridors look set to create 
a competitive environment for local 
industries, draw global investment 
into a wider part of India, and deliver 
improved social infrastructure as smart 
cities are built along the two routes.

The projects will unlock huge zones 
of land along the corridors, which will 
be available for industrial and other 
real estate development purposes in 
the form of investment regions and 
industrial estates. The implementation 
and operation of various industrial and 
infrastructure activities will have a 
multiplier effect on job creation and real 
estate demand in the manufacturing, 
agro-processing and IT/ITeS sectors.

Owing to the large influence zone 
of these mega projects, Delhi, the 
country’s capital city, will be positioned 
as a strategic economic hub anchoring 
the two industrial corridors. Overseas 
companies planning to set up base in 
these corridors are expected to fuel the 
office and residential demand around the 
NCR. This effect in terms of real estate 
demand and the consequent appreciation 
in land prices will propel development in 
the region as projects pick up steam.

by the Municipal Corporation of 
Greater Mumbai has focused on transit-
oriented development, with a view to 
aligning real estate development with 
the infrastructure of the larger MMR. 
Providing for a floor area ratio (FAR) – 
the ratio of a building’s total built area 
versus the size of the lot it stands on – 
of as much as eight on transit nodes is 
a significant change in favour of dense 
urban development, compared to the 
existing rules that provide a base FAR 
of just 1 to 1.33 across the city. 

While the plan is currently being 
reviewed to address concerns 
pertaining to the impact of high FAR 
and low open space, it is clear that 
a steady supply of sustainable real 
estate – liveable and affordable – is 
crucial to quality of life and business 
prosperity. Keeping this in mind, 
while increasing the FAR in transit 
nodes would be a vital first step, it 
should be supported by fast track 
development of the infrastructure 
projects whose benefits extend to the 
larger metropolitan region.
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POPULATION GROWTH 
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METROPOLITAN REGION
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Note :  MMR = Mumbai Metropolitan Region

THE WESTERN DEDICATED 
FREIGHT CORRIDOR

Length of Dedicated Freight Corridor (DFC): 
921 miles
Influence area (93 miles on either side of 
the DFCs): 
Delhi–Mumbai Industrial Corridor (DMIC)
States covered: 
Haryana, Rajasthan, Gujarat and 
Maharashtra
Investment*: 
$90 billion

THE EASTERN DEDICATED 
FREIGHT CORRIDOR

Length of Dedicated Freight Corridor (DFC): 
1,143 miles
Influence area (93 miles on either side of 
the DFCs): 
Amritsar–Delhi–Kolkata Industrial Corridor
States covered: 
Punjab, Haryana, Uttar Pradesh, Bihar, 
Jharkhand and West Bengal
Investment*: 
$975 million - Phase I, 2011 
$1,100 million - Phase II, 2014 
$650 million - Phase III, 2015

E-COMMERCE 
ENTERPRISES  FAVOUR 
BENGALURU
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The figures for H1 2015 are estimated

INDIA’S FREIGHT CORRIDORS

The Eastern 
Dedicated 
Freight Corridor

The Western 
Dedicated 
Freight Corridor

Mumbai

Kolkata

Amritsar
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The e-commerce 
ecosystem is 
driving real estate 
demand in the 
technology capital 
of India
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“AN IMPORTANT REASON WHY 
E-COMMERCE FIRMS WANT 

TO EXPAND IN THE CITY IS 
THE AVAILABILITY OF SKILLED 

TECHNOLOGY WORKERS”
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A shortage of land in the city is 
pushing development underground

A new airport will lead to the 
development of a massive regional CBD

The redevelopment of global event sites 
are interesting projects that often prove 
to be challenging for local government. 
Currently, the former 2010 Shanghai Expo 
site is undergoing such a transformation, 
with the aim of creating a new business, 
leisure and exhibition centre, some of 
which will be subterranean. 

The plans for the Post-Expo Area cover 
the former Expo site and surrounding 
area. There will be five zones and one belt: 
the cultural museum zone, the urban best 
practice zone, the global community zone, 
the convention, exhibition and business 
zone, the Houtan development zone and the 
Binjiang ecological and leisure landscape 
belt. The site covers a total of 5.28 sq km 
(Zones A-E), with 3.93 sq km in Pudong and 
1.35 sq km in Puxi. 

GOING UNDERGROUND

For further city development, Shanghai 
must find a way to maximise its limited 
space. Traditionally, most metropolitan 
cities have resolved their spatial constraints 
by building outwards or upwards. Both 
these solutions, however, pose various 
problems and challenges. Expanding 
outwards often breaks up business clusters 
and creates political conflicts of interest, 
such as construction on natural areas and 
green fields surrounding cities. When 
building upwards, developers must consider 

the potential environmental impact, 
including increased energy use. 

In addition, some cities, like Shanghai, 
are slowly sinking due to the massive 
development of towers on soft soil and 
the effects of global warming. Expanding 
underground is an alternative for 
cities with Central Business District 
land. Shanghai’s government has 
begun exploring this trend as a way to 
accommodate future development. 

THE FIRST A ND L A RGEST 
SUPER UNDERGROUND CITY 

In May 2015, construction of Zone B’s 
underground complex on the Post-Expo 
site was completed. The 4.8 million 
sq ft underground space is linked to 
the permanent Expo buildings and 28 
headquarters buildings. It includes a 
pedestrian passageway, shopping malls 
and entertainment venues where the 
former China Pavilion currently stands. 
It will also provide approximately 6,000 
parking spaces with a cutting edge 
system that will help drivers find their 
vehicles easily. 

The Post-Expo site’s massive underground 
complex will provide a new benchmark 
for the development projects in Shanghai. 
In addition, there is no doubt that going 
underground will become a new trend in 
China for cities facing land shortage.

BE
IJIN

G

Beijing already has one of the world’s 
busiest airports, but the expanding city 
is about to see a second international 
airport built. This will have a major 
impact on the real estate market. 

Beijing Daxing International Airport, the 
proposed second international airport for 
the capital, is to be built on the southern 
outskirts of the city in Daxing District, 
18 miles to the south of the Beijing CBD 
along the borders of Beijing, Tianjin and 
Hebei Province (or “Jing-Jin-Ji”, the 
abbreviations of the Chinese names of 
the three regions).

The planned airport is scheduled to 
complete construction in late 2019. It 
is expected to serve the economies in 
Jing-Jin-Ji, led by Beijing (the nation’s 
capital and a financial centre), Tianjin 
(a port city with hi-tech manufacturing) 
and Hebei Province (which has an 
abundance of land and labour). The 
airport will have a capacity of 72 million 
passengers per year by 2025. A new 

14-mile high-speed rail line is planned 
to connect the airport to Beijing South 
Railway Station, with a travel time of 30 
minutes to the city centre.

Like many Asian cities, Beijing is 
undergoing a process of decentralisation 
to tackle a shortage of land. The 
government’s latest blueprint promotes 
the development of more satellite 
townships for the capital. 

The completion of the new airport 
is expected to nurture a new CBD in 
Daxing District, in line with government 
plans to limit large-scale commercial 
development within the city’s inner circle. 
The new Daxing CBD is expected to 
accelerate the process of decentralisation, 
forming a new district in Beijing’s Grade 
A office market.

Some leading developers have already 
invested in high-end commercial 
projects in Daxing. Vanke’s Shoukai 
Vanke Centre, which is about 12 
miles away from the new airport, will 
complete in late 2015. This commercial 
complex has a total floor area of about 
2.2 million sq ft, consisting of a premium 
Grade A office tower, luxury service 
apartments, a lifestyle mall, low density 
garden style office buildings and prime 
shopping streets. 

City clustering is the latest trend 
in China’s urbanisation process, in 
which nearby cities utilise each other’s 
comparative advantage to maximise 
their economic gain. The famous 
examples are the rise of the Yangtze 
River Delta (YRD) led by Shanghai, and 
the Pearl River Delta (PRD) bordering 
Hong Kong. These are powerhouses of 
the global economy.

Daxing airport, conveniently situated 
at the heart of Jing-Jin-Ji cluster, 
will help harness the advantages of 
nearby municipalities, and propel 
the region to a status on par with the 
YRD and PRD. The Daxing CBD will 
also certainly benefit from industries 
attracted to the region.
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International Airport, 
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SHANGHAI OFFICE VACANCY RATE (%)  
FORECAST 2015 TO 2018
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