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Investing in real estate has long been considered a lucrative option for wealth creation and
financial security. For Non-Resident Indians (NRIs), real estate in their home country can be
an appealing prospect. However, there are specific considerations and guidelines that NRIs
should be aware of before venturing into the Indian real estate market. In this blog post, we’ll
explore the things NRIs must know about investing in real estate.

Understanding FEMA Regulations

The Foreign Exchange Management Act (FEMA) governs the purchase and sale of
immovable property in India by NRIs. Under FEMA, NRIs are allowed to buy residential and
commercial properties in India, except for agricultural land, farmhouses, and plantation
properties. It’s crucial to be aware of these regulations to ensure compliance with the law.

Documentation and Eligibility
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NRIs must have the necessary documents in place to facilitate a smooth real estate
transaction. These documents include a valid passport, overseas residential proof, and a
PAN card. Additionally, NRIs need to provide an Indian address for official communication
purposes. It’s advisable to work with a legal advisor or a reputable real estate consultant to
navigate through the documentation process effectively.

Payment Methods and Currency

NRIs are required to make property transactions in Indian rupees through designated banks.
They can use funds remitted from abroad through regular banking channels, or from funds
held in NRE (Non-Resident External) or NRO (Non-Resident Ordinary) accounts in India. It’s
important to stay updated on the prevailing exchange rates and choose a reliable banking
partner for your real estate transactions.

Tax Implications

Understanding the tax implications of real estate investment in India is crucial for NRIs.
Rental income earned from properties in India is taxable, and NRIs are required to file
income tax returns in India. Additionally, capital gains tax may be applicable if the property is
sold. NRIs should be aware of the Double Taxation Avoidance Agreement (DTAA) between
India and their resident country to prevent paying taxes on the same income in both
countries. For NRI’s, Indian income tax laws apply to real estate transactions. Properties sold
within two years of acquisition fall under Short Term Capital Gains, incurring a 30% tax. For
properties held over two years, Long Term Capital Gains (LTCG) apply, with a 20% tax on
gains adjusted for inflation. LTCG tax is paid upfront, with the option to claim a rebate later.

Repatriation of FundsNRIs have the right to repatriate the proceeds from the sale of
property in India, subject to certain conditions. The sale proceeds can be repatriated up to
the amount initially used for the purchase of the property. It’s essential to maintain proper
documentation of the property transaction to facilitate the repatriation process.

Property Type and Builder’s Credibility

Choosing between residential and commercial real estate depends on individual goals. Post-
COVID, residential properties have seen higher demand, though well-located commercial
properties can yield substantial rental income and capital appreciation. Investing with
established builders, preferably those with ISO certification and government approvals is
advised.

Accessing Home Loans

NRIs can secure home loans for property purchases in India, with eligibility for up to 80% of
the property’s value. Utilizing a Non-Resident External (NRE) account for loan applications is
generally recommended. This also simplifies repatriation of capital after property sale.
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The real estate market is gaining momentum, with established residential realtors projected
to experience 30-35% growth in FY23. Interest rates are on the rise, making it an opportune
time to diversify investments. Thorough research and adherence to regulatory guidelines
position investors favorably in this burgeoning market.

Significance of Power of Attorney (POA)

A Power of Attorney empowers a designated person, particularly important for NRIs
overseeing property development and maintenance from afar. A trustworthy POA alleviates
the need for physical presence, provided it adheres to government regulations to prevent
disputes or fraud.

Conclusion

Investing in real estate in India can be a rewarding endeavor for NRIs, but it’s crucial to be
well-informed about the legal, financial, and procedural aspects. Understanding FEMA
regulations, having the right documentation, being mindful of payment methods, being aware
of tax implications, and knowing the process for repatriation of funds are key considerations
for NRIs looking to invest in Indian real estate. Consulting with legal and financial advisors
experienced in NRI real estate transactions can provide invaluable guidance throughout the
process. With careful planning and due diligence, NRIs can make sound real estate
investments that contribute to their financial well-being and long-term prosperity. 

You can find assistance for Non-Resident Indians (NRIs) regarding property investment,
purchase, or sale of propertis in India on the government’s official website.
https://igr.karnataka.gov.in/  , https://www.rbi.org.in/ 

Seeking a high-yield investment opportunity in Bangalore? Exploring TRU Dwellings’ projects
is your preferred choice. For further information, please get in touch 9986559998 visit our
website:www.trudwellings.com
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