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EXECUVE SUMMARY

Like any other country in the world, the housirecter plays vital roles both in the
context of the economy of Bangladesh and serving the fundamental human right of
shelter. Apart from providing physical shelter, housing may have significant impact
on the lives of the dwellers in terms of skills enhaneein income generation,
increased security, health, setinfidence and human dignity. Bangladesh, like many
other developing countriefaces an acute shortage of affordable housing both in the
urban and rural areas. Moreover, housing affordability isgoeroded by poor land
administration policies, which have resulted in very high land prices that make urban
housing prohibitive for lowemcome groups. Also, there is no active secondary
market for real estate, mainly because of the high transfer tagesnauninterrupted
long-term increase in land prices. In spite of all thebés sector has experienced

considerable growth in past few decades.

With a rising population and increasing housing demand, apartment culture has grown
up in Dhaka sharply. Aptments were first introduced by the formal private
developers in early 80s to the housing history of Dhaka. It first appeared in Dhaka
near Central Road and subsequently the city experienced a boom in apartment
development in all residential areas inchgliParibagh, Maghbazar, Siddeshwari,
Shantinagar, Dhanmondi, Mirpur, Banani, old DOHS, new DOHS, Gulshan and
Baridhara, to name just a few. In line with this, house rent in Dhaka increased by 250
percent betwen 1990 an@007.

During the last decade, thetal volume of Real Estate, Renting and Business service
sector increased every year which implies a positive growth in the sector every year.
But, compared to overall GDP growth, this sector expanded at a slower rate. That is
why in overall GDP the conbution of this sector has a downward trend. The overall
GDP contribution of the sector was 7.02% in 2@04.0. In a crude measure, the total
volume of the sector was approximately 26575.74 crore BDT in-201Q. The

growth in this industry also facilitatl a fast growth in many linkage industries like



glass and glass products industry, brick industry, cement industry, ceramic industry,
iron and steel industry etc over the last decade. Such consistent growth in the real
estate sector is mainly due to a sstent demand at the consumer end.

Through the analysis of consumer responses it was found that those who are looking
for owning a house or within a short or medium time frame have an average monthly
family income of BDT 95,441.18 and on an average faouild their houses on 4.6
kathas of land. Those who are looking for buying an apartment within a short or
medium time frame have an average monthly family income of BDT 97,300 and on
an average they want to purchase 1,786 square feet Alausng the repondents
around 50% (330 out of 676) has an average family saving of around BDT 20,000.
Currently, consumers are more interested to buy flats than build their own houses.
People who already own a house or flat are still very willing to buy another proper
which actually adds in the growth in the demand. Buyers from tHe04gears age
group are more willing to build their own houses in upcoming years. Younger
segments are willing to purchase flats rather than building their own houses. But in
most casethey do not have any immediate plan. For building houses, people mostly
prefer Uttara, Mirpur, Purbachal area, Bashundhara area, Mohammadpur,
Dhanmondi, and Gulshan areas. For purchasing flats, consumers mostly prefer
Dhanmondi, Uttara, Mirpur, MohammadpuGulsharBanani, Basundhara and
MalibaghMogbazar areas. Among different occupational groups, Businessmen,
Private Bankers, and Doctors (both Govt. service holders and private practitioners)
are more willing to build their own houses or purchase flatgoMsources of fund

are bank loan, and personal and family savings. One overall perception of the
consumers is that the government is yet to play proper roles in meeting the housing
needs while the private sector is contributing significantly. Throughyaingl the
consumer responses, it is estimated that demand for houses in upcoming three years is
around 30,000 to 40,000; in upcoming five years demand is around 60,000 to 80,000;
and in upcoming 10 years demand are around 95,000 to 130,000. In cass, of flat
estimated demand in upcoming three years is around 75,000 to 100,000; in upcoming
five years demand is around 90,000 to 125,000; and in upcoming 10 years demand are
around 70,000 to 95,000.



In line with the demandhe prices of real estate propertie® also rising very fast.

Price hike of land and construction materials also add to the overall price hike. The
price of land is increasing at a very high rate after 1990. After 2000, the rise in land
price became steeper. There is no control of the gwet. the price increase of land
within Dhaka city. Increased land price have a direct impact on apartment price. Also,
after 2005, price of bricks, granular sand, cement, grade 60 rod etc. had a rapid,
almost exponential, increase. Due to such unimaginabtease in land price as well

as sharp increase in prices of the construction materials price increase of apartments

became an obvious consequence.

As an obvious result of such price hike, a good amount of undocumented money has
been utilized in acquing land, apartments, buildings, shops etc. in past few years.
But the usage of black or undocumented money in the Real Estate sector cannot be
measured precisely because no authentic information is available anywhere. Apart
from such undocumented moneyrd@n remittance is a prominent source of fund to
purchase any real estate property along with personal and family savings, and bank
loan. But, any consolidated figure about how much foreign remittance is invested per

year in real estate sector was notilavde.

Apart from meeting the housing needs, the Real Estate sector contributes to the
Government exchequer through Registration Fees, VAT, Advance Income Tax (AIT),
Stamp Duty, Property Handover Tax etc. Also, the construction industry is a labor
intengve industry, whose capacity of absorbing labor is great. The industry provides
many jobs for skilled, senskilled and unskilled workers both in the formal and
informal sectors. For the migrants from the rural areas the construction industry is
often a sepping stone to urban life. Real Estate sector is a major part of the
construction sector. Most of the labour force engaged in the construction sector is
basically engaged in the Real Estate sector. Thus real estate sector is also contributing

a lot in theoverall economy of Bangladesh.
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A COMPREHENSIVE SYTOD THE REAL ESTATE
SECTOR OF BANGLADESH

1 INTRODUCTION

The housing sector plays vital roles both in the context of the economy of Bangladesh
and serving the fundamental humaght of shelterwhich actually call for the
awareness and analysis regarding various pertinent issues involving the sector. These
analyses include the size and contribution of the housing sector to the economy,
current market structure and trends in tleistar, regulatory framework governing this
sector, various government policies and associated challenges arising from recent
economic crises and policy changes. Without adequate information the players in this
sector cannot plan and prepare themselves fibre challenges and opportunities.
Besides, the government cannot make appropriate policy interventions to make an
appropriate balance between the facilitation and regulation for the betterment of both
this sector and its contribution to the overall economyailability of proper
information is also necessary from the perspective of the investors so that they can
make efficient investment decisions. This is very vital as the sector grows to its
matured phase, investors has to be well aware of the factstang of the industry.
Various linkage industries, particularly those who depend solely or heavily on the
housing sector need accurate information, facts and forecasts to safeguard their
interests. And last but not the least consumers cannot make theséesttheir scarce
savings for their accomodation if they do not hayaroper information of this sector.
Thus, availability of more market related information will define, with greater
accuracy, the nature of the future development required in thisrs@&mspite the
significant growth of the housing sector in the recent past, good research dealing with
the development of this sector is lacking. This is compounded by the fact that there is

a lack of adequate statistical information.
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1.1 OBJECTIVES

1.1.1 BROADOBJECTIVE

The broad objective of this study isdo a widespread research on the housing sector
of Bangladesh, i.e. tgatherand compileall possiblerelevant data regardinthe
housing sector of Bangladesh and to provide accurate market related trdarfoa

the decision makers.

‘ 1.1.2 SPECIFIOBJECTIVES

The specific objectives of this are:

1 To measure the contribution of Real Estate Sectothia national GDPof
Bangladesh

1 To assess the contribution of Real Estate Sector in providing shelter, solving
housng needs of urban population

9 To calculate thedtal volume of Real Estate Sectong withits growth in the
last five years

1 To assess the contribution of Réadtate sector in development different
linkage industries

1 To measure the usagd bank loanor other credit schemes in Reastate
sectori total volume of bank loan by both developarsl apartment buyers
with year on year growth

1 To quantify the usagef undocumented money this sector

1 To gauge the amount BIRB investmentn this sector

1 To campute contributon in the Government Exchequircluding Advance
Income Tax (AIT), VAT andregistration fees

1 To assess the impact on Government Revenue collections as a result of
increase of AIT irthe recent budgets

1 To assess theresent market trend agais i demand and supply

1 To measure themeployment aspectsuch asno. of professionals / skills /
unskilled engagedh this sector growth of employmenevery year training
with update technology, training schod for masons, labours, and others

1 To assss the trend offze hike of land and apartments

1 To identify thepotential buyers based on age, education and profession along
with their earnings as per various ageupsand their preference of product
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1.2 SCOPE OF TISRUDY

The geographic scope of thissearchs confinedwithin Dhakacity. For the demand
side, of the study representative samplese drawn from the existing and potential
consumers within Dhaka city. For the supply sitie, REHAB memberand different
linkage industriesvithin the Dhakacity were covered.

1.3 METHODOLOGY

The studyhas beenconducted on two sets of population, one representing the demand
side and the other the supply side of the Real Estate sector. On the demand side, the
population consists of all the existing and potentmhsumers and the supply side
consists of all the 108hember companies of REHAB.

1.3.1 SOURCES OF DATA

This studyhas beenconducted based on both primary and secondi@ata. The
secondary research wanainly required for the background study on this seatdr a

to define the research problem. For the supply side, secondary seareé&sochures

and reports from different member companies of REHAB, and the web. Primary
sourceswere the Management and Professionals from REHAB member companies,
Government Offials, Experts and Policy Makem@ndrepresentatives fromifferent

linkage industries

For the demand side, primary sourceare from existing and potential clientele.
Besides, some secondary sources like small scale research reports conducted during

the REHAB fairs havealsobeenused.
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1.3.2 RESEARCBESIGN

This studyis a combination oboth Exploratory and Descriptive researnathods

1.3.2.1EXPLORATORESEARCH

Initially, exploratoryresearcihwas done to provide insights and understanding of the
problem.Researh process in this pasas flexible andunstructuredsamples were
small and nomepresetative; analyses of primary data vesqualitative.

METHODS Among the different exploratory research methods secondary data
analysis and qualitative techniques such ie-depth interview withconcerned
government officials, experts and policy makees used.Besides, therevasa Focus
Group DiscussiofFGD) with renowned REHAB member firmwners

1.3.2.2DESCRIPTINRESEARCH

A well planneddescriptive research folload the exploratory part mentioned above.
In this part, research procesgs formal and structured; sampleas large and

representative; data analysiasguantitative.

METHODS Among the descriptive research methodsgestionnaire surveyas

administered in gathmg information. A semstructured questionnaire with open
ended as well as some closed questiaas used to reveal relevant information.
Before administering the large scale survey, a pilot sumaesconducted to refine the

survey instruments and finarte the study.
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1.3.3 SAMPLBDESIGN

As mentioned above, this studyas conducted on two sets of population, one
representing the demand side and the other the supply side of the Real Estate sector.

1.3.3.1DEMANDSIDE

SAMPLING METHODN this survey, nosprobabilistc sampling methods were
selected because the complete sampling frame for the target population was not
available that is necessary to conduct the usual probabilistic sampling techniques.
Besides, limited time and budget also guided the researchers torgoore

probabilistic methods.

To ensure representativeness, the RAs were sent to the different zones defined above
at different dates to collect data. Within a zone, the RAs randomly approached
potential sampling elements and collected responses from shogaling units who

have willingly participated in the survey. Moreover, the sample size was large

enoughj.e. 676 to ensure representativeness.

SAMPLING FRAMISeveralsampling frames based gmofession andncome level

were used.

slai=E o (ClaiFASTEch[eiWS  Doctor, Engineer, Banker, Teacher, Businessm
Private) Lawyer, Service holder, and Others

Income Level (Tk./ Month) 30,000 or below, 30,0685,000, 45,000,000,
60,00675,000, 75,000 or above

SAMPLING ELEMENMdividualhouseholds from existing and potential clients
SAMPLING UNITndividuals from existing and potential clients
SAMPLE SIZB76, which is sufficiently large for this sort of surveys

CHANNEL OF APPROABHIth physical survey and online methods
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11.3.3.2SUPPLSIDE

TARGET POPULATIOMII the 1081 member companies of REHA8nd different
linkage industries

CHANNEL OF APPROA®RYysical visit

1.3.4 DATACOLLECTION

A detail structured questionnaire with opemded as well as some closed questions
wasdeveloped and used tollezt data.

For the data collection proces® gtudents from the graduate students of IBA and the
Department of Statistics, Biostatistics & Informatics, University of Dhalaae
selected as Research Assistants (Rgyweretrained for two days so th#tey can

collect data uniformly. Training coved making the initial contact with the
respondents, asking the questions, probing, recording the answers, and terminating the

interview etc.

‘1.3.5 DATAANALYSIS

Quantitative analysiswas done using statistical anthathematical tools such as
Statistical Package for Social Scien@&PE3$ and MS Excel Useful and reliable
models such agnivariate Analysis, Bivariate Analysijultivariate techniquesvere

developed to analyze the data
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‘ 1.3.6 QUALITYCONTROL

Quality controlof field workerswas doneo see if the field procedures meebeing
properly implementedTwo consultants were responsible for supervising the quality
issues. The filled questionnaires were examined to make sure all appropriate questions
were completed, nsatisfactory or incomplete answers were not accepted, and the
writing was legible. Attempts were made to ensure that the research assistants were
strictly following the sampling plan. The supervising consultants kept daily records of
the number of completl interviews for each interviewer to control the quality related

problems.

1.4 CRITICALITIES ANIMITATIONS

While conducting the study, the research team faced several critical issues that limited
the scope of the research to some ext8atneof the limitations of this study are as

follows:

» Due to non response from most of the Real Estate Developer companies some
of the specific objectives were fulfilled using data from secondary sauroes
calculate the accurate volume, growth, and GDP contribution sfs#gtor,
data from all the REHAB member companies were a iewdtin the proposal
it was proposed to collect data from all the member compasidsast data
from the major real estate developers might have served the purpose. The
research team targetéal collect data from at least 4@@mpaniesijncluding
the major onesso that the size and GDP contribution can be estimated
properly.Letters were issued several times to the member companies to send
the required data and to-operate the research teahine research assistants
visited and called most of the companies 7/8 times so that they send the data.
Despite all this only 56 member companies respondedvhich was
insignificant in terms of total coveragdesides,no major real estate
developer serary information. They were very reluctant to provide their data
and most of them denied to provide any data for this purpose. Some of the
companiesthough promised to send data within ameek did notsendany

data.
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» Unavailability of required data sourcespecially theGovernment sources,
was anothermajor obstacle itompleting the studyror example, there iso
computerized information system at tNational Board of Revenue (NBR)
and Office of thenspector General of Registratiolm these offices, da are
kept in segregated manual formgbo that, gettingappropriate information
from these officesvithin the defined timelinavaspossible The appropriate
personnel, wharethe custodian athe data,informed the research teaimt
as there is no aoinated information system, data needed to be consolidated
from the ledgers manually and it would tale least six monthsime to
provide the data.

» Even in the Bangladesh Bureau of Statisti@&8S), data are not at all
organized.Even the higher officialsvere unable toexplainthe method of
GDP contributionThey usually outsource the task and could not provide the
underlying calculation.Data from BBS was extracted by searching the

statistical yearbooks.

» Data about the linkage industries associated thigisector was not available.
The associations of different linkage industries, suchBas)gladesh Re
Rolling Mills Association Bangladesh Cement Manufacturers Association,
Bangladesh Ceramic Wares Manufacturers Association, Bangladesh Brick
Manufacturn g Owner s o Association, Bangl ad:¢
Importers AssociationBangladesh Aluminum Manufacturefssociation,
etc were visited by the research team. But these associations have no data
repositoryregarding how much of their sales go to fwévate real estate
sector.The research team talkedddferentexperts in these sectors, but their
opinions varied over a wide range and were also not supported by any
concrete dataSoit was not possible to calculatiee contribution®f the real

estde sectoto the linkage industries.

» Though undocumented economic activity holds a large portion of the national
economy of Bangladesh, the usage of undocumented money in the Real
Estate sector cannot be measured precisely because no authentic information

is available anywhere.

Page8 of 83



B+ Foreign remittance is a prominent source of fund to purchase any real estate
property along with personal and family savings, and bank loan. But, any
consolidated figure about how much foreign remittance is invested per year in
real estate sector was not available. From the output of the consumer survey,

foreign investment was just identified as a major source of fund.

» Scenario of the developer companies outside Dhaka was not covered in this

report.

> For the consumer seey, probabilisic sampling methods weneot selected
because the complete sampling frame for the target population was not
available which was necessary taapply the usual probabilistic sampling
techniquesBesides, limited time and budget also guided the researchgos to

for nonprobabilistic methods.
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1.5 REPORT PREVIEW

Chapter one of the report is the introductory chapter. This chapter states the objective,
scope, methodology, and limitations of the study.

Chapter twocontains some relevant discussions regarding Dhiieand evolution
of the Real Estate sector ibhaka city. The trend and life cycle stagetioé Real
Estate industrys also discussed this chapter.

Chapter threés the major part of the reparbntainingdetail findings of the studyn
this chapte findings against the specific objectives are narrated in detail.

Finally, chapter four contains the conclusammd recommendatisrpartof the report

PagelOof 83



2 BACKGROUND STUDY

Beyond providing physical shelter, housing may have significant impact on tke live
of the dwellers in terms of skills enhancement, income generation, increased security,
health, selconfidence att human dignity. Nordberbas clearly demonstrated that in
most regions, housing has the potential of becoming an engine of economic growth
because of its high yield on invested resources, a high multiplier effect, and a host of
beneficial forward and backward linkages in the economy. Both the Constitution of
the Peopleds Republic of BraFogldmerdatRights a n d
recoquizesshelter as one of the fundamental human rights. Making shelter available
to all is increasingly becoming a significant challenge in Bangladesh. The economic
development is far from satisfaction and GBP per capitan 201011 is Tk. 26019
(Monthly Economic Trend, Bangladesh BanKkYloreover, a large portion of the
population lives below the poverty line and are deprived of habitable shelter along
with other basic services. Bangladesh, like many other developing countriesiface
acute shortage offardable housing both in the urban and rural a(db&s Maksudur
Rahman Sarker, 20).1Moreover, housing affordability is being eroded by poor land
administration policies, which have resulted in very high land prices that make urban
housing prohibitive fo lower-income groups; and in infrastructure that is inadequate
for expansion into periurban and rural areas. There is no active secondary market for
real estate, mainly because of the high transfer taxes and an uninterruptestiong

increase in land mes(World Bank Document, 2010)

With 147.9 million peopléBangladesh Economic Review, 201Bangladesh is one

of the most densely populated countries in the world. Land prices are high and
permanent housing is rdrebarely 26 in rural areasand 23% in upan centers.
Estimates suggest a shortage of about 5 million houses in Bangladesh, with as many
as 500,000 houses added annually in urban areas and 3.5 million added in rural
regions(World Bank Document, 2010)

Statistics show that Bangladesh will needctmstruct approximately 4 million new
houses annually to meet the future demand of housing in the next twenty years.
Estimates for annual requirements for housing in urban areas varyOfBota 0.55

million units. The share of urban population in Asi8786 at present and is prajeed

to be 45% by 2013n Bangladesh Z& of the population now live in urban areas; this
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proportion will be 346 by the year 201%Strengthening the Role of Private Sector
Housing in Bangladesh Economy: The Policy Challenge@3P®haka, with a total
population of overlO million, is the §' largest city in the world and also 2&mong

the mostdensely populated cities in the wol/ikipedia, 2012) While comparing

the growth of the real estate and housiagd the construction sector with that of
GDP, it was found @ growths in the two sectors are the period 128902 were4.8

and 7.5%is much higher than the tne growth in GDP of 4.6%or that period. The
shares of the real estate and housing sector and the construction sector in the GDP
were quite high in the year 2002 andcaented for 8.3 and 8.0%espectively.
However, the incrementalontributions of these two sectors in the same year were
also considerdp high at 6.0 and 12.8%espectively(Strengthening the Role of
Private Sector Housing in Bangladesh Economy: The Policy Challenges, 2003)

The real estate sector is at present argamployment for about one million people
who are directly or indirectly involved in the sector. According to the Labour Force
Survey (FS), in 19992000, 2.1%of the labour force was engaged in construction,
whereas for 1998996 the figure was 1.8%egectively (Strengthening the Role of
Private Sector Housing in Bangladesh Economy: The Policy Challenges,. 2003)
According to Labour Force Survey (LFS) 20P606, conducted by Bangladesh
Bureau of Statistics (BBSprojectedlabour forceengaged in constation sector is

4.4 percent. This scenario actually implies a consistent growth in the involvement of
the labour force in the construction sector which makes this sector critical from the

perspective of employment generation in Bangladesh.

Recent informatin concerning investment in the housing sector shows steady growth
both in absolute terms and as a percentage of total private investment and GDP.
Private investment in housing and construction has more than doubled during the
Fourth Five Year Plan perioflom US$ 11.66 million in 1989990 to US$ 264.83
million in 19941995. During the first three years of the Fifth Five Year Plan period,
the average investment in housing and construction was US$ 1273.65 million. As a
share of total private investment,yate investment in housing and construction in
the 19971998 to 19981999 period accounted for 4%3which far exceeded the
target of 16.3% for this period. The proportion of investment in housing and
construction in the national GDP increased fron?3id FY 1997 to 4.% in 1999

(Strengthening the Role of Private Sector Housing in Bangladesh Economy: The
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Policy Challenges, 2003These data portrays the incremental attraction of this sector
to the private investors of Bangladedthis sectoris alsofacilitating the growth of
around 300 differeninkage industries.

Real Estate business, especially apartment projects, took off in the Dhaka City in the
late 1970s. From the early 1980s the business started to flourish and showed robust
growth. At presentmore than 100@ompanies are active in the real estate business in
the country. The market is highly segmented, primarily based on location, price of the
land and size of the apartmeni$ie main reasons for the development of retdtes
business in Dhakaity are:

0 Scarcity of open spaces in important parts of the city.
0 Hazards of purchasing land.
o Rapid increase in the population of Dhaka.

o Increase imemittance bws in recent years which financed the sector.

Experts opine thaBangladesh will encoder high levels of urbanization by 2015 and

by that time Dhaka will need to house about two crores people to become the fifth
largest city in the world. So mitigation of this huge demand requires adongplan

to be formulated so that a collective effom both the private sector developers and
individual developers may adequately provide for the huge derf@&tnengthening

the Role of Private Sector Housing in Bangladesh Economy: The Policy Challenges,
2003)
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2.1 EVOLUTION OPHAKACITY

Cities are alway developed and transformed through the interaction between different
social, political, economical, and technological forces. Dhaka represents a composite
urban form developed through ages (Islam, 1996). The evolution of Dhaka city was
on the north bankfoBuriganga River. Until 1950 its growth was confined more or
less between the Burigangiver in the south, Turag River in the west, Sitalakha
River in the east, Balu River in the noghst and Tongi khal in the north. The four
hundredyear history oftie Dhaka City can be divided into five different stages:

i) PreMughal Dhaka: Before 1608 A.D.

i) Dhaka under the Mughal&608- 1764 A.D.

iif) Dhaka under British1764i 1947

iv) Dhaka after Independence from British Rules: 194871

v) Dhaka becomes Capital of Indepkent Bangladesh: Since 1971

Before 50's thgrowths of the city was very low and sld@howdhury and Faruqui,
1991). Since 1950, Dhaka has experienced significant but uncontrolled expansion.
This growth is characterized by two main featuremreal expasion and population
explosion. The city is how growing in every directiomorizontally andvertically
(Khan, 2000).

The pattern of aerial expansion and the urban form of Dhaka have been dominated
largely by the physical configuration of the landscapeaimd around the city
(Islam1996). The city has been spontaneously developed without any rigid planning
proposal. The growing city seems to have exhibited a series of informal and organic
spatial patterns. Within this framework, some parts of the city haga teliberately
planned as residential areas to provide the citizen with civic facilities. In such planned
schemes, land is subdivided into plot and infrastructure is constructed following
conscious design by the authority in which land use is definadtdiog to the master

plan. In contrast, major part of the city has been developed organically in which land
is subdivided through private initiative, roads are laid to serve their need without any
approved plan. In process of time, these spontaneousiyogedeorganic areas start
operating as part of the whole city with continuous adjustments (Khan, Nilufar, 2009).

On the other hand, the planned areas, in spite of several controls, have undergone
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morphological changes in land use pattern to adapt to timenaaity need with the
passage of time. Further, due to the weakness in planning rules and zoning policy,
nonresidential functions invaded into the planned residential area to meet the demand
of the growing population. Authority sometimes amended the taleecommodate

such changes, which in turn affected the character of the planned residential areas. As
a result, the planned residential areas have changed into a mixed land use pattern and
transformed into an unplanned state in relation to their phylaialit (Khan 2008)

Due to various factors, including absence of an urbanization policy or a human
settlement policy, urban growth and urban development in Bangladesh is basically
Dhaka oriented (Rahman, 2001). Over the past decade Dhaka has had tke highe
population growth rate of any major city in the world. Natural growth of population
and huge migration every year due to many push and pull factors raised the growth
rate to about 7 percent. With more than 13 million inhabitants with an area of 1,353
km2, it is now the 8 largest city of the world and by 2015 it is forecast to be the
wor |l dos second | a rmgliers peoplev (Dthdka Gity State of 2 3
Environment, 2005). According to the preliminary results of Population and Housing
Census 2011 calucted by the Bangladesh Bureau of Statistics, the district of Dhaka
has a population density of 8,111 per square kilometers, i.e., it houses 8.3% of the

entire population of Bangladesh in only 1% of the national territory.
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2.2 HOUSING IN THE CITY

High popuation growth and ruralrban migration intensify the problems of
urbanization in Bangladesh, as in all developing countries. For Bangladesh the
problem is further aggravated by limited land supply in urban areas, lower land
utilization and lack of propergticy and planning of landise. The ever growing
urban population is creating an increasing demand for space. This rapid influx of
population to the (capital) city results in sky rocketing land prices and provides the
stimulus for construction of tall buiings (Rahman, 2001).

During the period from 1981 to 2000, the greater Dhaka population grew at an
average rate of 5.5% from about 3.44 million to 10.0 million. During the same period
the built up area increased from 104 sq. km (39% of the city area)OtedL5km.
(55%). By the year 2015 the expected population of the city is forecasted to be as high
as 15.7 million. It is expected that Dhaka will become one of the ten largest cities of
the world by the year 2020 with a population as high as 20 milliohrfRa 2001).

To make provision for accommodation and comfortable living of this large population
transformational development of Gazipur, Kaliakoir, Savar, Tongi, Narayanganj,

Keraniganj and Purbachal will be required.

Housing conditions of Dhaka City wagreatly between high and leincome groups

as well as by area. The gap is obvious between luxurious high income apartments
which exist in highincome areas such as Gulshan, Baridhara, Dhanmandi, Uttara
areas and poorly constructed temporary housing ()hwith extremely small floor

space, very densely located on the lands prone to flood disasters.

People from all soci@conomic backgrounds in Dhaka face housing problem of one
type or another. While the urban destitute need rehabilitation, the sluriebaeded

slum upgrading. The losincome families are in need of low cost flats or plots and the
middle and upper income families are complaining that the cost of a decent plot or a

decent flat is going beyond their means (Rahman 2001).
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2.3 EVOLUTION OF TREAL ESTATE INDUSTRY

Real Estate business took off in Bangladesh in 1970 with only five registered firms.
From the early 1980s the business started to flourish and showed robust growth. By
1988, there were 42 developers in business. At present, morgsb@mompanies are
active in the real estate sector with 1081 of them registered with REHAB (Seraj,
2012). In the last four decades private developers have supplied more than 100000
units of apartments to the nation and will be supplying 25000 more artite inext

three years (Sheltech, 2011).

According to Rahman (2001) and Seraj (2012) the main reasons for the development
of real estate business in Dhaka city are:

i) Rapid increase in the population of the city.

i) Scarcity of unoccupied lands in importamtr{s of the city.

iif) Very high prices of land.

Iv) Hazards involving purchase of lands.

v) Profit motives of the land owners.

vi) Increase of remittance inflows in that finance many purchases.

vii) Restructuring of households to single family units.

viii) Standard of securitgnd other services in apartments
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2.4 TREND OF REAL ESTBUBINESS IN THE CITY

The business of real estate had a very slow growth rate in the first decade. The
industry grew in a moderate pace since 2006 but between 2008 and 2010 the growth
rate was exponéml. The following figure selexplains the trend of real estate
business in the city (Seraj, 2012).
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2.5 LIFE CYCLE STAGHBE REAL ESTATE ISDRY

The life cycle can be used to observe the behavior of many concepts in business; it is
best applied to products and industries. Industry Lifecycle is a concept relating to the
different stages an industnyilixgo through, from the first product entry to its eventual
decline. Liu and Chen mention of five stages in the industry lifecycle. They are:

(1) Early Phas@lternative product design and positioning take place establishing the

range and boundaries oktindustry itself.

(2) Innovation Phase Product innovation declines, process innovation begins and a

"dominant designarrive

(3) Growth (Cost or Shakeout) Phas€ompanies settle on the "dominant design”,
economies of scale are achieved forcing smatllayers to be acquired or exit
altogether. Barriers to entry become very high as faog¢e consolidation occurs.

(4) Maturity Phase Growth is no longer the main focus, market share and cash flow

become the primary goals of the companies left in paee

(5) Decline PhaseRevenues decline; the industry as a whole may be supplanted by a
new one (Liu, Chen, 2011).

The real estate industry of Bangladesh entered Innovation Phase in the first half of last
decade after growing over Early Phase in alnte&t and a half decade since its
inception in 1970. Immense growth opportunity lies ahead of this industry that can

only be achieved with adequate legislative and regulatory support of the government.
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3 FINDINGS OF THE S™MWUD

In this chapterfindings of thestudyagainst the specific objectivasediscussedn
detail.

3.1 CONTRIBUTION OHEREAL ESTATE SECTORHE NATIONAL GDP

Gross Domestic Product (GDP) is a measure of all goods and services produced in the
economy. TheReal Estatesector contributes dirdg and significantly to overall
production activity and thus to GDP. The two line items in GDP directly associated
with the Real Estatesector are residential fixed investment and housing service.
Residential fixed investment consists of vapuein-place of new housing units,
brokersd commi ssions on the sale of exi si
related to improving and additions to existing units. Housing service is a component
of personal consumption expenditures, purchased by résisteBangladesh, usually

in the form of rent for tenants or as rental equivalence for homeowners. It is
important to note that this approach measures the value to the homeowner of the daily
consumption of the flovof-services provided by a home (a plaodix meals, relax,
entertain, garden, etc.) and not the value of an investment in ailedgasset
(home). Rental equivalence or implicit rent is the amount of rent that homeowners
could charge if their homes were leased to others instead of livinlgeirnomes
themselves. Because implicit rent is not a market transaction, such as the payment to
a landlord from a renter, it is estimated by measuring the change in market rents for
rental housing units with similar characteristics and in similar locstias the

homeowner units.

Al | economic activity produces a AKeynes
usually results in further spending in other sectors of the economy (landscaping,
appliances, and so on). The income earned by the landscapecirdsilated into

the economy as they spend, generating another round of income and purchases. The
degree of multiplier depends on the degree of monetary policy accommodation and

t he ficrowding outo effect
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3.1.1 GDP CONTRIBUTIORENDANALYSIS

The sector wse share ofReal Estate, Renting and Business Sergeetorto the
nationalGDP of the countryis as follows:

Year GDPContribution (%) |

2001-02 8.63
200203 8.48
200304 8.3

200405 8.12
200506 7.87
200607 7.64
200708 7.49
200809 7.34
200910 7.2

Data Source: Statistical yearbook of Bangladesh, 2010

Tablel: Share of Real Estateenting and business services the national GDP

Thefigure below shows theend of GDP contribution®f this sector
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Figure2: Trend of sector wiseshare ofReal Estaterenting and business services

From the above figuret is seenthat sector wiseshare ofReal Estate Rentingand
Businesservicesector haadownwardtrend But that does not show the realtpie.
To better understand the growth scenario, a comparison is made betweegihGDP
growth and GDP growth of tHeeal estate, renting and business sers@or
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3.1.2 COMPARISOWITHOVERALL GDP GROWTH

The following table shows the comparisbetween ovexll GDP growth and growth
of Real estate, renting and business sesvice

Real Estate, Real Estate, Real Estate,

Size of  Overall renting and  rentingand  renting and
Year GDP GDP business business business
(inCrore Tk Growth (%)  serviceswof  services(n services
GDP) Crore Tk) Growth (%)
200102 225,261 4.42 8.63 19,440 --
200203 237,101 5.26 8.48 20,106 3.43
200304 251,968 6.27 8.30 20,913 4.01
200405 266,974 5.96 8.12 21,678 3.66
200506 284,673 6.63 7.87 22,404 3.35
200607 302,971 6.43 7.64 23,147 3.32
200708 321,726 6.19 7.49 24,097 4.11
200809 340,197 5.74 7.34 24,970 3.62
200910 360,845 6.07 7.20 25,981 4.05

Table2: Comparison between overall GDP growth and growthRéal estate, renting and business serssc

» Basically, hetotal volumeof Real Estate, Renting and Business serseor
increasecevery year as seen from the last column, a positive growth every

year.

» But, compared to overall GDP growth, this seagpanded in a slower rate.
That is why n overall GDP the contribution of this sectmas a downward

trend.
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3.2 CONTRIBUTION OHEREAL ESTATE SECTORROVIDING SHELTER,
SOLVING HOUSING NBEDF URBAN POPULAYIO

Urban Housing Markets are increasingly significant in shaping the economic and
socid well-being of many citizens. A substantial variation exists across
neighborhoods in the type of housing available, the quality of public services, the
level of tax burdens, and the quality of life generally. Consequently, households
confront important @deoffs between different types of housing, neighborhood
characteristics, and accessibility to place of work. Since housing expenditures are a
large component of every household's budget, the availability of housing and its price
assume considerable impamte. Moreover, housing markets play a central role in the
process of metropolitan development, both affecting and reflecting other forces at
work in this sphere. Urban development patterns, in turn, are crucial to our future

welfare in many ways (Straszhe 1975).

High population growth and rurakban migration intensify the problems of
urbanization in Bangladesh, as in all developing countries. For Bangladesh the
problem is further aggravated by limited land supply in urban areas, lower land
utilization and lack of proper policy and planning of lamse (Rahman, 2001).
Decline in household size combined with increase in population has pushed up
housing demand. Presently families in urban area spend a high share of their income

on housing but still obtailow-quality accommodations.

With a rising population and increasing housing demand, apartment culture has grown
up in Dhaka sharply. Apartments were first introduced by the formal private
developers in early 80s to the housing history of Dhaka. It fgpeared in Dhaka

near Central Road and subsequently the city experienced a boom in apartment
development in all residential areas including Paribagh, Maghbazar, Siddeshwari,
Shantinagar, Dhanmondi, Mirpur, Banani, old DOHS, new DOHS, Gulshan and

Baridharato name just a few (Kamruzzaman).

Existing housing supply has been charact
housing cost to household income ratio that has been known to affect homeownership

as well as rental housing. According to a 2007 surveylucted by the Consumers
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Association of Bangladesh (CAB), house rent in Dhaka increased by 250 percent
between 199007 despite presence of rent control laws and courts (Kamruzzaman).

It must be emphasized that the economic costs of any failure in tengauarkets

can be enormous and severely harmful to prospects for economic growth.
Inefficiencies in the housing markets can generate not only an inelastic supply of new
dwellings but also insufficient market transactions with respect to housing demand
ard any future rurup of housing prices, which can further develop into asset bubbles.
Such problems in the housing markets can easily affect the rest of the economy. In
particular, there are three broad consequences of housing market faiudak (
Lampe and Rosés, 2011)First, if housing transactions absorb too much capital
because of overvalued house prices, then the growing demand for capital from the
housing mar ket catoufjemrdrf ®2tceé 0atbatoweaiang
interest rates ahabsorbed savings (i.e., expanding foreign debt), which may reduce
the economydés stock of productive capita
housing, the low liquidity of housing assets and/or their excessive price can delay
needed structural chaeg by imposing severe restrictions on labor migration
(Muellbauer and Murphy, 2008). Finally, scholars have widely recognized that
collapses of housing bubbles are commonly associated with significant disruptions to

the domestic financial system and thalreconomy (Honohan and Klingebiel, 2003).
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3.3 TOTAL VOLUME OF TRIEAL ESTATE SECTOR

At present, more than 1500 companies are active in the real estate sector with 1081 of
them registered with REHAB (Seraj, 2012). In the last four decades private
developersiave supplied more than 100000 units of apartments to the nation and will
be supplying 25000 more units in the next three years (Sheltech, 2011).

To measure the total volume of the real estate sector, data from the operating entities
of this sector is a ost. Once again, due to the lack of adequate primary data the total
volume of this sector could not be calculated directly and accurately. But, in the
following table we can see the volumes of this sector from-200R to 20022010.

These volumes are calated based on the overall GDP of the country in those years
and the corresponding GDP contribution of the sector.

. Real Estate, renting | Real Estate, renting
Size of GDP : . : .
Year (ncCrore Tk | @nd business servicey and business services

(% of GDP) (In Crore Tk)
200102 225,261 8.63 19,440
200203 237,101 8.48 20,106
200304 251,968 8.30 20,913
200405 266,974 8.12 21,678
200506 284,673 7.87 22,404
200607 302,971 7.64 23,147
200708 321,726 7.49 24,097
200809 340,197 7.34 24,970
200910 360,845 7.20 25,981

Table3: Growth and volumeof the Real estate, renting and business servisctor

If we extrapolate the trend we find the volume of the sectBDi§ 26575.74 crore in
20102011. It must be mentioned here that this israde measure based on the

secondary data.
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3.4 CONTRIBUTION OF RESITATE SECTOR INEIDPMENT OF DIFFEREN
LINKAGE INDUSTRIES

In this section, the yearly production data of the prominent linkage industries are
analyzed to see the contribution of the Resthte sectaover these industries.

3.4.1 GLASS AND GLASS PBOTS

The yearly production data on Glass and Glass products of Bangladesh as under:

Year Quantity (Gross) Value (in 000 TK)
1995-96 1149169 261489
1996 -97 1535922 329608
1997 -98 1767787 362777
1998-99 2066422 404739
1999-00 1853432 424326
2000-01 2730440 465644
2001-02 2673432 522399
2002-03 3689328 738924
2003-04 3700937 919207
2004 -05 3919435 973476
2005-06 4106179 956975
2006 -07 4066389 947702
2007-08 4006812 939401
2008-09 4009630 940076
2009-10 3857904

Source: Statistical yearbook of Bangladesh

Table4: Yearly production data on Glass and Glass products
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Now, to see the trend of production quantity, the following graphical representation
can be used
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Fgure 3: Production-quantity of Glass and Glass Products

From the figure, it is clear that the production quantity of Glass and Glass products
certainly have an upward trend. But there
value. From the above figure, we can see that there is a remarkable increase in the
year 200001 from the previous year. Also, we know that this is the same year when

the real estate business was increasing rapidly as a result the calculation of GDP share
considered real estate, renting and business service as a separate sector ffogn 2001

So, we can comment that production of glass and glass products increased as a result

of increasing demand dhose in house constructioby real estate. So, real estate

seems to have a positive contribution on the production of Glass and Glass products.

After 200%02, the production, the pradtion increasedby a large amount.
Afterwards, the production of glass and glass products seems to maintain almost an
equal level de to stable condition of real estate business. But we can see a decrease
in Production in 2004.0; this can be due to the current conditions prevailing now and
then was not very favorable to real estate business. As a result, decrease in production

ocCcurs

So, we can conclude that real estate is a contributing factor in the production of Glass
and Glass Products.
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3.4.2 BRICK

The yearly production data on Brigkdustryof Bangladesh as under:

Year Quantity (000 No) Value(in 000 TK)
1995-96 46701 146731
1996-97 45628 136745
1997-98 56786 154561
1998-99 63841 17603
1999-00 601831 182277
2000-01
2001-02 67948 186345
2002-03 70114 200222
2003-04 80778 221624
2004 -05 90588 248539
2005-06 97212 721354
2006-07 98345 752999
2007 -08 100836 266608
2008-09 102336 307008
2009-10 114219

Source: Statistical yearbook of Bangladesh

Table5: Yearly production data on Brick
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Now if we want to see the trend of production quantity, we can use the following
graphical representation:
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Figure4: Production of Bricls over years

From the above graph we can see that in the production of Bricks increased by a
remarkable amount in the year 199@ and 200D1. As we do not have data for
200001 separately, it is petle that we have the production quantity for both the
years in the data set. Apart from this extreme observation, we can see all other
production quantities follow an upward trend. This may be due to the contribution of

Real Estate sector.
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3.4.3 CEMENT

Theyearly production data on Cemendustryof Bangladesh as under:

Year Quantity (M.Ton) Value(in 000 TK)
1995-96 425695 1904830
1996 -97 610508 4554395
1997 -98 542820 2513053
1998-99 1514000 3604064
1999-00 186004 7046374
2000-01 234190 98139000
2001-02 2514302 10107327
2002-03 2564693 9815197
2003-04 2694867 10443191
2004 -05 2942692 11977885
2005-06 3210761 14967718
2006 -07 3438964 18443250
2007 -08 3922428 24419076
2008-09 2852587 17686049
2009-10 2877203

Source: Ststical yearbook of Bagladesh

Table6: Production data on Cement industry
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Now to seethe trend of production quantity, the following graphical representation
can be observed
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Figure5: Production of Cement over years

Here,also we can see an exceptional decrease in productibe year 19990 and
200001. This may be caused due to any institutional and managerial conditions that
the cement industries faced which are unknown to us. To make any comment about
this patternwe need to study about the prevailing conditionhasetwo years which

is not our aim in the study. So, we leave that two extreme observations and interpret
the situation of the next years (26002 to 200910).

We can see the production of cement iseasing up to year 20608, and afterwards

it is decreasing. In the increase of production of cement, emerging real estate business
may have a significant effect. Also when production began to decrease it may be
because of the adverse conditions that estdte facing from 2008 that decreased the
demand of cement in the construction of buildings and as a result production also

decreased.
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3.4.4 CERAMIC INDUSTRY

Theyearly production data on Ceramustryof Bangladesh as under:

Year Quantity (000 doz) Value(in 000 TK)
1995-96 2876 918801
1996 -97 2955 1023919
1997-98 2006 1457456
1998-99 2726 943200
1999-00 2643 979714
2000-01 2990 1064480
2001-02 3628 1625420
2002-03 4051 1815934
2003-04 4604 2033344
2004 -05 5906 2608369
2005-06 6690 2364756
2006-07 7197 2543968
2007 -08 7981 2821094
2008-09 8432 2962349
2009-10 8935

Source: Statistical yearbook of Bangladesh

Table7: Production data on Ceramic industry
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Now to see the trend of production quantity, the followgrgphical representation
can be observed

Figure6: Production of Ceramiproducts

We can see from the bar chart that production quantity of ceramic maintained a level
before 200102. After 200102, there are remarkable increage the following years.

And the production in the final year (20Q9) is very much higher than the $iag

year (199596). This may be the result of increasing demand of ceramics for the use
of Real Estatesector. SoReal Estatanay be a contributindactor in increasing the

production of ceramics among others.
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3.4.5 IRON & STEEL

Theyearly production data on Iron and Steelustryof Bangladesh as under:

Year Quantity (M.Ton) Value(in 000 TK)
1995-96 32540 599702
1996-97 27474 56232
1997 -98 22619 416225
1998-99 9160 127480
1999-00 18531 42432
2000-01 63948 189309
2001-02 67948 186345
2002-03 Nil Nil
2003-04 Nil Nil
2004 -05 Nil Nil
2005-06 Nil Nil
2006 -07 Nil Nil
2007 -08 Nil Nil
2008-09 Nil Nil
2009-10 Nil Nil

Source: Statistical yarbook of Bangladesh

Table8: Production data on Iron and Steel industry
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Now to see the trend of production quantity, the following graphical representation
can be observed
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Figure7: Production of ron & Steel

From the above chart we can see that production of Iron and Steel drastically
increases in the years 200Q and 200402. This may be for the contribution of real
estate sector. But afterwards, the production went Nil. There could be seasmige
behind this which are not our concern in this study. So, we leave this part as it is
without any comments unless further studies are conducted to understand this unusual

pattern.
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3.4.6 REROLLING

The yearly production data on Relling industryof Bangladesh as under:

Year Quantity (M.Ton) Value(in 000 TK)
1995-96 128925 1924808
1996 -97 140327 2235092
1997 -98 161136 3612633
1998-99 156213 1806554
1999-00 150256 1859444
2000-01 155400 2291356
2001-02 162773 2512401
2002-03 168982 2815902
2003-04 174803 4415278
2004 -05 195093 6445622
2005-06 213061 7421386
2006 -07 Nil Nil
2007 -08 Nil Nil
2008-09 Nil Nil
2009-10 Nil Nil

Source: Statistical yearbook of Bangladesh

Table9: Production data on Rerolling industry
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Now to see the trend of production quantity, the following graphical representation

can be observed
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Figure8: Production data on Reolling industry

From the above Bar chart we can see that the production-8oRag follows an
increasing pattern. This may be for the contribution of real estate sector. But
afterwards, the production went Nil. There could be several reasons behind this which
are not our concern in this study. So, we leave this part as it is without anyeotgnm

unless further studies are conducted to understand this unusual pattern.
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3.4.7 PLUMBING EQUIPMENTS

The yearly production data on Plumbing equipments of Bangladesh as under:

Year Quantity (Doz.) Value(in 000 TK)
1995-96 121133 353256
1996 -97 182349 309872
1997 -98 221323 343026
1998-99 219879 308248
1999-00 251341 398809
2000-01 294499 396320
2001-02 298151 295770
2002-03 318065 298407
2003-04 329484 309120
2004 -05 383808 394558
2005-06 419150 430889
2006 -07 286749 188394
2007 -08 438643 456662
2008-09 469944 365158
2009-10 277447

Source: Sthstical yearbook of Bangladesh

Table10: Production data on Plumbing equipmes
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Now to see the trend of production quantity, the following graphical representation
can be obgseed
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Figure9: Production data on Plumbing equipments

We can see from the bar chart above that there is a decrease in production in the year
200607 which can be viewed as an effect of the period vhenterimGovt. was in

power andReal Estatdusiness as well as other business was suffering from lack of
investment and other economic conditions prevailing then. Again, the production
faces a decrease in the year 2009 which may be viewed as the current conditions

in which Real Estatebusiness is hamperedue to lack of Govt. support and

cooperation.
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3.5 FINDINGS OF THE CONER SURVEY

Findingsof the consumer survey are described in the section below.

3.5.1 SOURCES OF DATA

The primary surcesof data for this survey were all thexisting and potential
clientelewithin Dhaka city

3.5.2 AREA OF DATA COLUB®dIT

For efficient data collection, the thanas of Dhaka City were subdivided into seven
different zones. Such as,

Zone1l: Kotwali, Lalbagh Shutrapur

Zone2: Adabor, Dhanmondi, Mohammaudp New Market

Zone 3: Darus Salam, Kafrul, Mirpur, Pallabi, Shah Al

Zone4: Khilgaon, Motijheel, Paltan, Ramna, Shahbagh, Tejgaon

Zone5: Badda, Cantonment, Gulsh&Banani, Baridhara

Zone6: Airport, Khilkheth, Uttara

Zone7: Others

3.5.3 SAMPLIDESIGN

SAMPING METHOD:In this survey, nofprobabilistic sampling methods were
selected because the complete sampling frame for the target population was not
availablewhich was necessary to apply the usual probabilistic sampling techniques.
Besides, limited time andudget also guided the researchers to go for- non

probabilistic methods.

To ensure representativeness, the RAs were sent to the different zones defined above
at different dates to collect data. Within a zone, the RAs randomly approached
potential samplinglements and collected responses from those sampling units who
have willingly participated in the survey. Moreover, the sample size was large

enoughj.e. 676 to ensure representativeness.
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SAMPLING FRAMISeveralsampling frames based gmofession andncome level

were used.

el e (euaasEz B A - Doctor, Engineer, Banker, Teacher, Businessm
Private) Lawyer, Service holder, and Others

Income Level (Tk./ Month) 30,000 or below, 30,0085,000, 45,0040,000,
60,000675,000, B,000 or above

SAMPLING ELEMENMdividual households from existing and potential clients
SAMPLING UNITndividuals from existing and potential clients
SAMPLE SIZE76, which is sufficiently large for this sort of surveys

CHANNEL OF APPROABHBth physcal survey and online methods

3.5.4 DATA COLLECTION

A detail structured questionnaire with opemded as well as some closed questions

has beemleveloped and used to collect data.

Forthe data collection process, gidents from the graduate students of IBA &he
Department of Statistics, Biostatistics & Informatics, University of Dhalae
selected as Research Assistants (Rhgyweretrained for two days so that they can
collect data uniformly. Training coved making the initial contact with the
respoments, asking the questions, probing, recording the answers, and terminating the

interview etc.

‘3.5.5 DATAANALYSIS

Quantitative analysiswas done using statistical and mathematical tools such as
Statistical Package for Social Scien@&PE3$ and MS Excel Usefd and reliable
models such agnivariate Analysis, Bivariate Analysidultivariate techniquesvere
developed to analyze the data

Pagedlof 83



‘&56 QUALITYCONTROL

Quality control of field workersvas doneo see if the field procedures meebeing
properly implementedTwo consultants were responsible for supervising the quality
issues. The filled questionnaires were examined to make sure all appropriate questions
were completed, unsatisfactory or incomplete answers were not accepted, and the
writing was legible. Attemptsvere made to ensure that the research assistants were
strictly following the sampling plan. The supervising consultants kept daily records of
the number of completed interviews for each interviewer to control the quality related

problems.
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3.5.7 PROFILE INFORWION OF ALL THE RBSIDENTS

In this survey,data were collected from 676 respondents. There were 8 different
sampling frames based on occupation of the respondents and 5 different sampling
frames based on monthly personal income. This section summaheeprdfile

information of all the respondents.

Age of the respondents:
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Figurel0: Age of the respondents

Gender of the respondents:

1,000

No of Respondent

Male Female
Gender

Figurell: Gender of the respondents
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Education of the respondents:

2.80% 4.30%

mS.S.Cor Below

mHS.C

® Graduation and
Above

Figurel2: Education of the respondents

Area of residence of the respondents:

10.80% 3.30% H Zone-1
H Zone-2
W Zone-3
H Zone-4

W Zone-5

W Zone-6

m Zone-7

Figurel3: Area of residence of the respondents

Occupation of the respondents:

H Doctor
H Engineer
i Banking
M Teaching
M Business
M Lawer

i Service

i Others

Figurel4: Occupatbn of the respondents
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Some basic information regarding the respondsrggsmmarized below

>

>

Average monthly personal income of the respondents: BDT 51,454.55
Average monthly family income of the respondents: BDT 96,460.67
Average family size of the respdents: 4.18

436 of the respondents have either a flat or a house or a plot in Dhaka city.

Among these 436 respondents, 59 stated that a portion of their total investment
for the flat or house or plot was covered by foreign remittance from their

family memters.

Foreign remittance covered around 31% of the total investment of the

respondents who have used foreign remittance as a source of fund.

Amount of remittance used to purchase a flat or house or plot ranges from
BDT 20,000 to BDT 2,00,00,000
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3.5.8 PROFILE FORMATION OF THE EQTIAL BUYERS

Not all the respondents are potential buyers. Those who are willing to purchase a flat
or build a home in upcoming 3 or 5 or 10 years are considered as potential buyers.

This section summarizes the profile informationha potential buyers.

53.5.8.1PROFILE OF BUYERSOWHITEND TO BUILD BIRES

B+ 286 of the respondentgant to build a home in upcoming 3 or 5 or 10 years
> Average monthly family income: BDT 95,441.18
» On an average, respondents plan to build their houses on 4.6 Katnas o

Age of the buyers who intend to build home:
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Figurel5: Age of the buyers who intend to build home

Education of the buyers who intend to build home:

3.10% 3.80%

mS.S.Cor Below

mHS.C

W Graduation
and Above

Figurel6: Educationof the buyers who intendto build home
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Area of residence of the buyers who intend to build home:

M Zone-1

or 7.00% 6.60% 3.10%
15.00% = Zone.2
m Zone-3
M Zone-4

W 7one-5

m Zone-6

W Zone-7

Figurel7: Area of residencef the buyers who intend to build home

Occupation of the buyers who intend to build home:

H Doctor
M Engineer
M Banking
M Teaching
M Business
M Lawer

i Service

i Others

Figurel8: Occupation of thebuyers who intend to build home

Page47of 83



53.5.8.2PROFILE OF BUYERSOWMITEND TO PURCHASETS

» 3850f the respondentsant to purchase a flat in upcoming 3 or 5 or 10 years
» Average monthly family incomdé8DT 97,300
» On an average, the respondewant to purchase 286 square feet flat

Age of the buyers who intend to purchase flat:

4 ™
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Figurel9: Age of the buyers who intend to purchase flat

Education of the buyers who intend to purchase flat:

34% 4.4%

mS.S.Cor Below

EHS.C

» Graduation and
Above

Figure20: Educationof the buyers who intend to purchase flat
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Area of the buyers who intend to purchase flat:

13.50% 3.60% B Zone-1

5.20% m Zone-2
W Zone-3
B 7one-4

m Zone-5

14.30% W Zone-6

10.60%
W Zone-7

Figure21: Areaof the buyers who intend to purchase flat

Occupation of the buyers who intend to purchase flat:

M Doctor
M Engineer
M Banking
M Teaching
M Business
M Lawer

i Service

M Others

Figure22: Occupationof the buyers who intend to purchase flat
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3.5.9 BUYER BEHAVIOR

KEY ISSUES:

» People are more interested to buy flats than build their own houses
» There is no significant difference in opinion of the respondeated on

gender.

» People who already own a house or #a¢ still very willing to buy another

property.

53.5.9.1BUYERS WHO INTENDBIOLD HOME

> 43% of all the respondents plan to build their own houses in upcoming 3 or 5

or 10 years. Among them, 52.45% the buydeas to build their houses within

10 years from now, 32.17% plan to build their houses within 5 years from

now.

Buyers from the 4®0 years age group are more willing to build their own

housesn upcoming 3 or 5 or 10 years.

Respondents who are currentigsiding at Zonel (Khilgaon, Motijheel,

Paltan, Ramna, Shahbagh, Tejgearea are keener to build their own houses.

For building houses, respondents mostly prefer Uttara, Mirpur, Purbachal area,

Bashundhara area, Mohammadpur, Dhanmondi, and Gulshan

50 -
40 - = 31

No of Respondent

Fgure 23: Area preference for building houses
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» Major reasons for geferring any particular area are:
P Ease of communication with office, school, college etc

Less expensivéMirpur)

-

Environment is calm, quiet, and good

-

More planned aa (Bashundhara area, Purbachal area, Dhanmondi,
Gulshan
P Residing at that area for a long time and have relatives in that area

» Respondents from the middle income group, i.e. 30,000 to 45,000 and 45,000
to 60,000 are more interested to build their ownsesun future. About 84%
respondents from these two income groegides in rented houses.

» Among different occupational groups, Businessmen, Private Bankers, and
Doctors (both Govt. service holders and private practitioners) are more willing
to build theirown houses.

» Major sources of fund ateank loan, and personal and family savings.

¥&5928UYERS\NHOINTENDPURCHASEFLATS

» Younger respondents much more eager to purchase flats than the older people.
But they do not have any immediate plan; rather they chterpurchase flats
within 5 to 10 years from now.

» Respondents from the B age groups are keenerpgorchase flatsvithin 3
years from now. Older people are willingparchase flats though they already
have their own house @at or plot

» Respondentsvho are currently residing at Zo#e (Adabor, Dhanmondi,
Mohammadpur, New MarkgtZone3 (Darus Salam, Kafrul, Mirpur, Pallabi,
Shah Al), and Zone5 (Badda, Cantonment, GulshaBanani, Baridhara) are
more willing to purchase flats.

» Respondents who areurcently residing at Zon2 (Adabor, Dhanmondi,
Mohammadpur, New Marketand Zones (Badda, Cantonment, Gulshan
Banani, Baridhara) are keener to purchase flats earlier, i.e. within 3 to 5 years

from now.
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» For purchasing flats, respondents mostly preferribddendi, Uttara, Mirpur,
Mohammadpur, GulshaBanani, Basundhara area, and Malibagdgbazar

area.
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Figure24: Area of preference for buying flats

» Major reasons for geferring any particular area are:
P More planned are@Jttara, Bashundhara, Dhanmondi, Gulshan)

Ease of communication with office, school, college etc

-

Personal choice

-

Residing at that area for a long time and have relatives in that area

-

Less expensivéMirpur, Mohammadpur, Uttara)

» Respondents from the lower and mildhcome group, i.e. 30,000 or below
and 30,000 to 45,000 are more interested to buy flats. But these groups of
buyers intend to buy flats in 10 years from now which is very logical
compared to their current level of income.

» Respondents from the higher amoe group, i.e. 60,000 to 75,000 and 75,000
or more are keener to buy flats within 3 to 5 years from now.

» Bankers are more willing to buy flats within 3 to 5 yearhis is because
Bankers can get housing loan at lower interest rate than others

» Other serice holders (both govt. and private) are more willing to purchase
flats but they want to buy flats within 5 to 10 years from now.

» Major sources of fund ateank loan, and personal and family savings.
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3.5.10PUBLIC PERCEPTIONVA®&DS THE REAL ESTAECTOR

Respod e nperseption towards theal estate sector is summarized below.

3.5.10.1GENERAL PERCEPTION

This section summarizes some public opinion regarding the activities of the govt. and

private Real Estate Sector.

>

72.3% of the respondents think that thevernmentd not playing proper and
adequate role in solving housing needs and problems in the urban areas.
60.8% of the respondents believe that the private Real Estate Sector is playing
an important role in satisfying the housing needs in urban areas.

67.%% of therespondents consider that the private Real Estate Semtera
direct impact on the development of different linkage industries

89.326 of the respondents think thdack of water, gas, and electricity
connection on due time is badly hampering the growtprivhte Real Estate
Sector.

64.6%o0f the respondents believe thdie to difficulties in getting bank loan

the growth of privateReal Estate Sector is slowing down and buyers are
unable to fulfill their housing needs.

63.9%o0f the respondents think thidite growth of privaté&real Estate Sector is
hindered due to inefficient govt. initiative in fixing land prices at the favorable
locations of housing. This has a direct impact on the prices of completed flats

and purchasing power of the potential buyers.

gB.S.lO.ZBANK LOAN FACILITYMAJOR ISSUE IN MAKIRURCHASE DECISION

>

In all the cases (purchasing flat or plot, or building houses), more than 80% of

the respondentdeclared bank loan as a major source of fund.

» Most of the respondentaffirmed that due to difficdties in getting bank loan

they are unable to fulfill their housing needs in near future.

» Among the potential buyer of flats, Bankers are more willing to buy flats

within 3 to 5 years. This is because Bankers can get housing loan at lower

interest rate thaothers.

Pageb3of 83



3.5.11SAVINGS SCENARIOTBIE RESPONDENTS

Among the respondents around 50% (330 out of 676) has an average family saving of
around BDT 20,000. Note that, monthly family expenditure of the rest of the
households is more than their monthly family income.

The following table shows the monthly family savings of the respondents based on
their monthly family income.

Monthly family income Monthly average savings
Below BDT 30,000 BDT 5,000
BDT 30,000 to 45,000 BDT 6,000
BDT 45,001 to 60,000 BDT 10,000
BDT 60,001 to 75,000 BDT 12,500
More than BDT 75,000 BDT 35,000

Table11: Savings of the respondents based on monthly family income

The following table shows the monthly family savings of the respondents based on

their profession.

Profession of the respondents Monthly average savings

Doctor BDT 30,000

Engineer BDT 20,000

Banker BDT 20,000

Teacher BDT 8,500
Businessperson BDT 30,000
Lawyer BDT 40,000

Service holder BDT 10,000

Others BDT 15,000

Tablel2 S Ay 3I& 2F (KS NBaALRYyRSyida olFaSR 2y NBalLlRyRSylilc
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3.6 USAGE OF BANK LOARI OTHER CREDIT SCHEMN REAL ESTATE
SECTOR

Bankloan plays a major role in the Real Estate sedtothis section the scenario of

bank loan is discussed in detail.

3.6.1 BANK LOWN SCENARIO

Bank loan for the Real Estate sector comprises the following:
» Loan disbursed to thdousing Society/Company
» Loan forUrban Husing
» Loan forRural Housing
» Loan forApartment/ Housing Renovation
» Loan forFlat Purchaseand
» Loan forLand Purchase

The following table shows total amount of loan disbursed on the Real Estate
sector from the Banking sector of Bangladesh during the period from June 2006 to
June 2011.

Real Estate June, June, June, June, June, June,
Sector 2006 2007 2008 2009 2010 2011

136,034 157,973 172,262 242,461 369,470 623,134

OloE s IS a Y 416,528 520,845 567,748 684,000 837,173 985,242

Rural Housing 12,600 18,997 43,192 29,091 46,596 71,735

Apartment/
Housing 20,582 37,529 46,465 100,829 113,08 172,660
Renovation

37,796 111,629 160,883 145,995 213,009 310,878
Nl 16,016 13,537 19,561 34,243 45,898 42,186

Total 639,556 860,510 1,010,111 1,236,619 1,625,179 2,205,835

Source: Scheduled Banks Statistics, Bangladesh Bank

Table13: Loan amount on Real Estate Sector of Bangladesh during 2006 to @kl Lac)
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The following table shows total no. of loan accou(itdividual / Institution)against
which loan was disbursed from the Banking sector of Banglaitetie Real Estate

Sector during the period from June 2006 to June 2011.

Real Estate June, [ June, [ June, | June, | June, [ June,
Sector 2006 [ 2007 2008 | 2009 2010 | 2011
922

2,166 1,669 1,088 1,747 2,385

OleE Rl els 53,167 62,411 95,383 64,497 72,801 72,472

SUIEIN OIS 25,651 29,448 36,499 27,011 27,415 31,113

Apartment/
Housing 2,877 2,711 3,572 8,060 7,387 11,230

Renovation
3,066 16,459 27,052 34,287 10,022 11,932

Land Purchase el 1,971 33,199 27,357 15,131 7,515
Total 86,649 115,166 197,374 162,300 134,503 136,647

Source: Scheduled Banks Statistics, Bangladesh Bank

Tablel4: No. of Loan A/C (Individual / Institution) on Real Estate Sector during 2006 to 2011
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3.6.2 TREND ANALYSIS ONRBA. OANS

Thefollowing figure showshe overall growth of loan account and amount to the Real

Estate Sector
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Figure25: Overall gowth of loan account and amount to the Real Estate Sector

» During the period June 2007 to June 2088, InterimGovernment periodo.
of loan accounts had a sharp positive growth. But the total loan amount for
this period had a negative growth. Which means loan was disbursed to a

number of clients, but the loan amount was lower.

» During the period June 2008 to JW@0D9 the Interim Government peripdo.
of loan accounts had a drastic negative growth. But the total loan amount for
this period had a positive growth. Which means loan was distributed to a

limited number of clients, but the loan amount was higher.

» After June 2009, during the tenure of present gotdtal loan amount
maintained almost a linear growth. At the same tin®, of loan accounts

raised from a negative growth to its usual trend.
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53.6.2.1SCENARIO OF THE REATATBEVELOPERS

The following figure showshe gowth of loan account and amount to tReal Estate

Developers
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Figure26: Growth ofloan account and amount to th&keal Estate Developers

In June 2006, loan was disbursed to 922 Real Estate Developer companies. In
2011, his number raised to 2385, showing around 160% growth in loan

disbursement during this period.

During the period June 2007 to June 2Q@8, of loan accounts had a drastic
negative growth.The total loan amounin this periodalso had aslender

negdive growth.

After June 2008total loan amounalways had a positive growth irrespective

of the growth in the no. of loan accounts.

Again, during June 200® June 201Mo. of loan accounts hadsharp, almost

exponential, positive growth.
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53.6.2.28CENARIO OF THE RPNENT BUYERS

The following figure showshe gowth of loan account and amountthe Apartment

Buyers
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Figure27: Growth ofloan account and amount to the Apartment Buyers

» During the period June 2007 to June 2Q@8, of loan acounts and the total

loan amount both had a drastic negative growth.

» In case of the no. of loan amount, the negative growth continued up to June

2010, but the growth of total loan amount had a rather steady growth.
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Apartment Buyers
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Figure28: No of Apartment Buyers who have taken bank loans to purchase flats

» In June 2006, loan was disbursed to 3066 different apartment buyers. In 2009,
highest 34287 apartment buyers were provided with bank loans. Later in 2011,
this number decreased to 11932
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3.7 PRESENT MARKET DERMANALYSIS

Based on the consumer survegrt of this studythe demand foflats and houses in

Dhaka were estimatetlVhile estimatingdemand, we have considered the 30,000 plus

monthly incomegroup peopleas a potential clientere, three different source of

population was used to estimate the demaheé. following table shows the estimated

demand for flats and houses in upcoming three or five or ten years.

14,251,000
Population of Dhaka AT
book)
Avg. no. of member in a household 4.5
Total household in Dhaka 3,166,389

Total household in Dhaka who have 30,00! 410,112
income

Total 30,000+ income group people in Dha 635,674

Demand for houses

Total demand to build home in 3 yrs. 40,429
Total demand to build home in 5 yrs. 82,765
Total demand to build home in 10 yrs. 132,602

Demand for flats

Total demand tpurchase a flat in 3 yrs 105,331
Total demand to purchase a flat in 5 yrs 126,944
Total demand to purchase a flat in 10 yrs 96,877

10,298,888 | 1) 875000
(SBS, Dec,
2011, BB) (Census 2011)
4.5 4.5

2,288,642 2,638,889

296,379 341,736

459,388 529,691

29,217 33,688
59,812 68,966
95,828 110,494
76,121 87,770
91,740 105,779
70,011 80,725

Tablel5: Estimated &emand for Flats and houses in Dka in upcoming3/ 5/ 10 years
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» Comparingthe three population sources, it is estimateddbatand for houses
in upcoming three years &ound30,000 to 40,000; in upcoming five years
demand is aroun60,000 to 80,000; @ahin upcoming 10 years demand are
around 95,000 to 130,000.

» In case of flatsestimateddemand in upcoming three years is arod&g@00 to
100,000; in upcoming five years demand is aro@8¢D00 to 12H00; and in
upcoming 10 years demaadearound70,000 to 9500.

» For houses, demand iscreasing in the long run; i.e. people are more
interested to build housa@s 10 years.

» For flats,demand is more in medium and short run; i.e. peapée more
interested to purchase flats in 5 years, then in 3 years.

The following figure summarizes thmearket demand scenario.

120,000

100,000

80,000

60,000

M Houses

M Flats
40,000

Quantity Demanded

20,000 -

Demandin 3 yrs. Demandin 5 yrs. Demandin 10 yrs.

Demand

Figure29: Estimated demand for flats and houses
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3.8 TREND OF PRICE HIKELAND AND APARTMEN

Apartment price hikés an important issue from the perspective of both the slget
the developer companie¥he following section analyzes the apartment price hike

scenario.

3.8.1 APARTMENT PRICKHBITREND IN DHAKAYXI

The apartment price mainly depends on two parameters:
» Price of the land, and

» Construction cost of the apartment

Increase in land price and pricetbé construction materials automatically results in
increase of apartment price. In this section, the price hike scenario will be analyzed.

The following table shows the price of per square feet apartments in the major areas
of Dhaka city from 1990 to 2m.

- :
Average Price of Apartments /°. TBEESS 11

(Taka/Sq. feet) price over the

. past two decades
- Between Between
Area 1990-  2000-
1990 1995 2000 2005 2010 5599 i

2150 2200 2400 3300 14000  12% 483%
2115 2080 2450 4500 14000  16% 471%
1750 1950 2200 3100 12500 = 26% 468%
1850 1950 2150 4000 20000  16% 830%
1800 1950 2400 3400 8500  33% 254%
1250 1300 1500 2500 5500  20% 267%
1650 1750 2000 2700 5300 21% 165%
SENIECE A 1850 1900 2200 2700 5000  19% 127%
1450 1800 2250 2750 5500  55% 144%
Malibag 1600 1850 2250 2500 7000  41% 211%
VehElninEGlolflge - 1450 ~ 1600 1800 3500 = 4500 24% 150%
1350 1500 1600 2100 7000  19% 338%
Kolabagan 1800 2000 2250 2100 5500 25% 144%
1850 2000 2250 3300 5500  22% 144%
1600 1700 2000 2500 5500  25% 175%
SEEGMGEEEN 1600 1800 2200 2500 5500  38% 150%
SIECNEEe Ml 1450 | 1550 1900 < 2500 6000 | 31% 216%

Tablel6: Average Price of Apartments (Taka/ Sq. Feetnfr 1990 to 2010
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» In the first decade of 2century, the percentage increase in per square feet
price of apartments is very high, particularly in Baridhara, Dhanmondi,
Gulshan, Banani, and Shamoli area.

» Compared to the price increase of the earlier decpdee rise is almost

exponential in this decade.

The following figure shows the price hike trend of apartments in Dhaka city from
1990 to 2010.

200% -+

173.9%

180%

160% -
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100% -

—ll— Average Price of Apartment
80%

Percentage Change
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40%

20%
0.0%

0%
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Year

Source: Statistical Yearbook, Bangladesh Bureau of Statistics (BBS)

Figure30: Prie hike trend of apartments in Dhaka city from 1990 to 2010

B+ After 2005, average price of apartments increased almost exponentially.
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3.8.2 LAND PRICE HIKE TREN

The following table shows the price of per katha land in the major areas of Dhaka city
from 1990 t02010.

Price of land (Taka/Katha) over the past two

decades
Between Between
Area 1990-  2000-
- 1975 1990 2000 2010 B B
25,000 600,000 5,000,000 40,000,000 733%  700%
25,000 600,000 2,200,000 25,000,000 267%  1036%
25,000 600,000 2,000,000 15,000,000 233%  650%
25,000 600,000 1,800,000 12,000,000 200%  567%
25,000 600,000 2,200,000 20,000,000 267%  809%
20,000 600,000 1,800,000 15,000,000 200%  733%
175,000 600,000 1,600,000 5,500,000 167%  244%
25,000 500,000 1,200,000 7,000,000 140%  483%
20,000 500,000 1,500,000 10,000,000 200%  567%
17,500 300,000 1,000,000 4,500,000 233%  350%
20,000 300,000 1,000,000 7,500,000 233%  650%
20,000 400,000 1,000,000 7,500,000 150%  650%
17,500 400,000 800,000 4,000,000 100%  400%
10,000 400,000 700,000 3,500,000  75% 400%
2,000 300,000 800,000 3,500,000 167%  338%
17,500 300,000 800,000 3,200,000 167%  300%
10,000 200,000 700,000 4,000,000 250%  471%
4,000 200,000 600,000 3,000,000 200%  400%
4,000 200,000 600,000 2,600,000 200%  333%
4,000 200,000 600,000 18,000,000 200%  2900%
50,000 1,200,000 3,500,000 20,000,000 192%  471%
41,500 1,000,000 2,500,000 15,000,000 150%  500%

Tablel7: Price of Land (Taka/ Katha) from 1990 to 2010

» In the first decade of Z1century, the price of per katha land increased

unbelievably almost all @ar the Dhaka city.

» Compared to the price increase of the earlier decade, the percentage increase
in price almost doubled, and in some areas it is three times to ten times the

earlier price.
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The following figure shows the price hike trend of lands in Dhakg from 1990 to
2010.
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Figure31: Land price hike trend from 1990 to 2010

» The price of land is increasing at a very high rate after 1990. After 2000, the
rise in land price became steeper. This price rise is unbelievable and
unexplainable.

» There is no control of the govt. over the price increase of land within Dhaka

city. Increased land price have a direct impact on apartment price.

» From the consumer surveyistalso found tha®3.9%of the respondents think
that the growth of privateReal Estate Sector is hindered due to inefficient
govt. initiative in fixing land prices at the favorable locations of housing. This
has a direct impact on the prices of comgdetlats and purchasing power of

the potential buyers.
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3.8.3 PRICE HIKE TRENDSTAME MAJOR CONSTRIODDNTMATERIALS

To analyze the apartment price hike scenario, the price hike trends of some major
construction materials are analyzed. They are,

» Bricks

» Fine sand

» Granular sand

» 60 grade Rod

» Cement
A lot other construction materials are required to develop a Real Estate project, but
only the above five are analyzed due to the availability of historical data. Data

regarding other construction materials are not aviailab

53.8.3.1PRICE HIKE TRENDBBFCKS

The following figure shows the price hike trend of per piece brick from 1990 to 2010.

Source: Statistical Yearbook, Bangladesh Bureau of Statistics (BBS)

Figure32: Price hike trend of bricks fnm 1990 to 2010

B+ After 2005, price of bricks had a rapid, almost exponential, increase.
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