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Future cities Tier-Il Cities: Coming of Age

Foreword

According to the UN’s World Cities Report 2022, more than 37% of India’s population would reside in urban centres by 2025, and this
number is likely to touch 43% by 2035. The fact remains that the growing urban sprawl would spread beyond tier-I cities, so that tier-II
cities take on the mantle of the future. Recognizing this need, the government started undertaking measures to plug in the prevailing

infrastructure / business gaps that would boost the development of these cities.

While all this was happening, the pandemic hit us in 2020, causing the nation to go into lockdown. Fast forward by two years, the
location agnosticism of talent opened a world of opportunities for both global / domestic corporates, as they were no longer constrained
by geographical limits. Now that corporates are looking for their workforce to return to work, many of them are also venturing into these
tier-l cities to be in proximity to the talent. They are further encouraged by the quality infrastructure as well as affordable land cost and
operations in these locations. While some are leasing space to set up their own operations, others are also opting for the flexible space

route.

The residential and consequently, retail activity also has been rising to cater to the growing demand in these cities. Our report, ‘Tier-I|

Cities: Coming of Age’, is an attempt at highlighting the advantages of these newer centers of power - in terms of real estate Anshuman Magazine
opportunities and what drives their strengths. Hope you find it an engaging read! Chairman & CEO - India. South-East Asia. Middle
East & Africa

2 CBRE RESEARCH © 2022 CBRE, INC.



Future cities Tier-Il Cities: Coming of Age

Foreword

India has been on a progressive path of growth for several years and so has the real estate industry along with it. Treading this path
involves pushing boundaries, defining opportunities for growth and exploring nascent territories - something our tier-Il cities have in
abundance and therein lies the growing attraction of this industry towards these locations. Along with availability of skilled talent, the
main drivers behind the attractiveness of these cities for occupiers, developers and investors alike is infrastructure development on the
back of sustained government initiatives. The focus on expansion of metro, rail & road networks, airports and developing commercial

clusters and industrial corridors have highly influenced the real estate dynamics of these emerging cities.

Today, talent and improved infrastructure are driving businesses to set up new centres in tier-Il cities. As a result, structured real estate
markets are starting to emerge here. Major tier-Il cities that we, at CBRE, believe are key to the imminent real estate boom, now boast of
flourishing central and secondary business districts, with some even having established peripheral business clusters. Prominent
developers are now making a beeline for these cities, propelled by demand from domestic and global corporates, flexible space

providers, start-ups, ed technology firms, etc.

Tier-ll cities are large talent bases, taking offices closer to talent holds potential to be alternative centres of growth, fueling innovation Ram Chandnani
for office occupiers. With all these drivers, it is increasingly critical for these cities to sustain the current pace of infrastructure Managing Director, Advisory & Transactions Services, India
development and strengthen skill development. For a more detailed analysis, | urge you to turn these pages and go through our very

first futuristic report on these corridors of growth - ‘Tier-Il Cities: Coming of Age’. Happy reading!!
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Future cities

Foreword

Tier-ll cities are finally getting their due share of sunshine due to their growing economic significance, infrastructure development and
consequently, improved connectivity. This is especially true for the real estate industry, where across all its sub-sectors, we are
witnessing a growing focus towards these markets. In the office sector, start-ups and SMEs are holding fort here even as corporates are
drawing up plans to tap into the talent base of these locations. Government plans to develop industrial corridors in secondary locations

have improved the reach of these cities while the growing need to penetrate new markets is driving the demand for I&L spaces.

Meanwhile, retailers and mall developers are looking to leverage the buying power of the populace residing in these cities. Growing
internet usage has whetted the appetite for quality products in these areas, thus giving a fillip to e-commerce. The residential sector too

is booming in these cities as the dream of owning a house, is now becoming a reality in these locations.

Given this surge in real estate activities, we at CBRE thought it is apt to analyse the cities that we believe hold the key to the future, in
addition to our tier | cities. Our report, ‘Tier-1l Cities: Coming of Age’, is a compendium of our efforts to evaluate these cities, from the

perspective of multiple real estate sectors. | hope you'll find it a worthy guide in your growth plans for the future.

CBRE RESEARCH

Tier-Il Cities: Coming of Age

Abhinav Joshi

Head of Research, India, Middle East and North Africa

© 2022 CBRE, INC.
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Tier-1I Cities:
Raising the Bar
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Future cities

Why are Both Corporates and Consumers Increasingly Preferring Tier-1I Cities?

Tier-Il Cities: Coming of Age

FIGURE 1: Key drivers of real estate demand in tier-Il cities
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CBRE’s Top 10 Tier-
II Cities in India

North:

1.  Chandigarh

2. Jaipur

3.  Lucknow

South:

4. Coimbatore

5. Kochi

6. Thiruvananthapuram
7. Visakhapatnam

West & Central:
8. Ahmedabad
9. Indore

East:
10. Bhubaneswar

Back to contents >>
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Chandigarh

Serving as the joint capital of Punjab and Haryana'!, Chandigarh is one of
the earliest ‘planned’ cities of post-Independence India. The city
functions as a district as well as a union territory (UT). Chandigarh has
also enabled growth in two adjacent satellite cities - Mohali and
Panchkula; collectively the three are known as ‘Tricity’.

1 Chandigarh Administration’s Official Website; Municipal Corporation of Chandigarh (MCC)




Chandigarh Office Dynam

New : : “":
Chandigarh / \

Nayagaon

Jhampur

Table 1.1 (a): Key office micro-markets as of H12022

Micro-
market

Off-CBD

Average CAM
Locations office rents charges Details
(INR / sq. ft./ (NR/ sq. ft./
month) month)

Central | ! VA
Chandigarh 70-90 10-19 APrimarily houses retail occupiers \

Rajeev Gandhi
Technological
Park

AA cluster of standalone assets and
campuses; hosts prominent occupiers

Chandigarh

T

Apreferred by office occupiers due to its :
strategic location along the Airport Road

Mohali -
Sectors 66 &
67

Industrial
Area Phase |
&l

ALimited office developments; has a
landmark retail mall

Mohali - AAn emerging micro-market near the

Sector 82 airport Bhabat

Mohali - AReIativer older micro-market; pron\ijn
Phase 8A & tenants are largely restricted to SE: }

8B developments A i

Source: CBRE Research, Q4 2022
Note: CBD - Central Business District; ABD - Alternate Business District, SBD - Secondary Business District; 4 Airport
EBD - Emerging Business District; PBD - Peripheral Business District

Map not to scale

The information on this map is for
representation purpose only




New
Chandigarh

Nayagaon

Table 1.1 (b): Key retail micro-markets as of H1 2022

Average

Micro- . i .
Locations retail rents* Details
market (INR / sq. ft. /
month)
9 9 9 Madhya

VR Punjab Sector-17 Marg

Mall
9 Sector-35

vPhase -3B2

9 Phase -7

Elante Mall 9 Sector-8
Sector-9

Chandigarh Ambala
G Expressway

Map not to scale

Source: CBRE Research, Q4 2022 :
Note: *Indicative average rent for ground floor - 1,000 sq. ft. on carpet area 4
HS - High street, MC - Mall cluster, QSR - Quick service restaurant

The information on this map is for
representation purpose only




























































































































































































































































