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PINC

BUY
HOUSING DEVELOPMENT & INFRASTRUCTURE LTD CMP Rs117
TP Rs225
HDIL posted revenue growth of 11.4% YoY to Rs5.0bn for 12 Aug 2011
Q1FY12. The topline was 33.6% ahead of our estimate due to
FSI sales recognition of Popular car bazaar (Andheri, Mumbai) Suman Memani +91-22-6618 6479
and due to TDR sales of 0.7msf. The operating margin suman.memani@pinc.co.in
increased by 413 bps sequentially to 52.9% in Q1FY12 as
against our expectation of 48%. We maintain a BUY on the  Abhishek Kumar +91-22-6618 6398
stock primarily due to: 1)immediate focus of the management abhishek.kumar@pinc.co.in
to further improve CFO by a) sale of FSI &TDR , b) generating
cash through new launches and c) timely execution of earlier QUARTERLY SNAPSHOT (Rs mn)

projects. (2) Freeze on further land acquisition and outright
sale of few commercial projects like Metropolis-Andheri may

Quarter Ended

help company reduce leverage and improve cash inflows. Dec-10 Mar-11  Jun-11
(3) Focus to reduce debt by 15-20% by end of FY12 (reduced N RavEmE 4,554 5,237 5,022
debt by 3.5% QoQ). YoY Gr. (%) 11.4 20.7 1.4
Revenue up 11.4%YoY: Revenue increased by 11.4% YoY to EBITDA 2,665 2,556 2,658
Rs 5.0bn as against Rs4.5bn in the same period last year. The growth EBITDA Marg.(%) 58.5 48.8 52.9
was fuelled by FSI sales of Rs3.3bn (66% revenue) from Popular car  agj. Net Profit 2,519 1,974 2,091
bazaar (Andheri, Mumbai). TDR s_ale of 0:7msf at Rs_2,500 psfaccounted YoY Gr. (%) 548 11.0 (10.8)
for rest of the revenues. We believe going ahead in FY12-13 revenue
recognition will be primarily driven from FSI sales (Vasai Virar- FSI  STOCK DATA
sale of 12 msfin next 15 -18 months), residential revenue( from projects
; like Premier,Galaxy and Metropolis) and TDR sale. Market Cap ReHAI
GJ EBITDA margin improved due to FSI sale: The EBITDA margin Book Value per share Rs204
S was at 52.9% in QLFY12 versus 48.8% in QLFY11 on account of ~ Shares O/S (FV. Rs10) 415mn
> higher margin in FSI sale. Going ahead the EBIDTA margin is likely ~ Free Float 59.6%
to improve further as we expect higher margin on FSI Sale including ~ Avg Trade Value (6 months) Rs980.2mn
GJ Vasai and Virar where FSI rate is at Rs800-1000psf and land cost of 52 week High/Low Rs300/108
m Rs150-200psf. Also TDR rates are expected to settle at ~Rs2,500psf  gjoomberg Code HDILIN
despite increase in FSI in Mumbai suburbs from 1x to 1.33x. Reuters Code HDIL.BO
4= Debt reduction likely in FY12: HDIL has reduced gross
= consolidated debt by 3.5% & may reduce debt further by 15-20% in ~ ACTUALVS ESTIMATE (Rs mn)
3 FY12 with cash ir)flowsfrom FSl sale (Goregaon, Andlheri,\./asai,yirar Actual PINCe % Variance
U) & other commercial p.I’OJeCtS), TDR.saIe, Igunch of residential projects Net sales 5022 3760 33.6
GJ (Panvel) and qo_ll_ecnon from earlier projects. Moreover, free_:ze on EBITDA 658 1789 486
new land acquisition may free them from further cash commitment. S : ' :
D: VALUATIONS AND RECOMMENDATION Gl ISR A L0 2.6
o ) , FDEPS (Rs) 4.9 3.9 25.6
We maintain a ‘BUY’ on the stock with a NAV based target price of
Rs225 post 20% d.lscount to NAy. | PERFORMANCE (%)
Note: All numbers mentioned above pertain to standalone results. Difference between
standalone and consolidated numbers in this quarter are due to to goodwill writeoff. 1M 3M 12M
Relative (18.3) (15.7) (51.6)
FY09 FY10 FY11 FY12E FY13E
Net Sales 17,284 15,021 18,500 29,707 42,632
YoY Gr (%) (27.4) (13.1) 23.2 60.6 435 RELATIVE PERFORMANCE
Op. Profits 7,797 7,901 11,035 15,427 25,400
OPM (%) 45.1 52.6 59.6 51.9 59.6 ——HDIL Sensex Rebased
Adj. Net Profit 7,807 5,666 8,227 12,575 18,510 %60
YoY Gr (%) (44.6) (27.4) 45.2 52.9 47.2 295
Dil.EPS (Rs) 18.8 13.7 19.8 29.4 42.0 230
ROCE (%) 10.9 6.1 7.2 10.0 13.1
ROE (%) 19.4 10.0 10.2 12.4 15.6 165
PER (x) 8.6 11.8 8.2 5.5 3.9 100 ‘ ‘ ‘ ‘
EV/ Net Sales (x) 6.3 7.2 5.8 3.6 25 Aug-10  Nov-10 Feb-11  May-11  Aug-11
EV/ EBITDA (x) 13.9 13.7 9.8 7.0 4.3
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HDIL
Project Details

Launch Project Total Estimated Average Sale Total Estimated Sales Achieved
Date Saleable Area (msf) Rate (Rs/sq ft) Sales (mn.Rs.) till 30/06/2011 (mn.Rs.)

Q4 FY09" Premier Residency - Kurla (W) 1.00 5,901 5,901 5,606
Q4 FY09  Metropolis - Andheri (W) 0.65 10,028 6,518 6,192
Q1 FY10 Galaxy - Kurla (E) 0.48 4,898 2,327 2,140
Q2FY10 Industrial Park - Virar (E) 1.50 2,066 3,099 2,944
Q3FY10  Majestic - Bhandup (W) 1.30 5,976 7,769 4,661
Q4 FY10  Residency Park - Virar (W) 1.25 2,861 3,576 2,932
Q1FY11  Harmony - Goregaon (W) 0.04 8,601 377 358
Q1FY11l  Meadows (Phase I) - Goregaon (W) 1.00 8,010 8,010 6,408
Q2 FY11  Exotica - Kurla (W) 0.70 7,001 4,901 3,234
Q3 FY11  Whispering Towers (Phase 1) - Mulund (W) 0.80 6,936 5,549 3,052
Q3 FY11l  Paradise City (Phase I) - Palghar (W) 3.00 1,950 5,850 5,675
Q3 FY11 Paradise City (Phase Il) - Palghar (W) 2.00 2,100 4,200 2,520
Q1 FY12  Whispering Towers (Phase Il) - Mulund (W) 0.80 7,551 6,041 604

14.52 73,879 64,117 46,326

Source: Company, PINC Research

Financial Table (Standalone)

(Rs mn) Q1FY12 Q4FY11 QoQ (%) Q1FY11 YoY (%) FY1l FY10 YoY (%)
Revenue 5,022 5,237 (a.1) 4,509 11.4 18,500 29,707 (37.7)
Expenditure 2,364 2,681 (11.8) 1,835 28.8 7,465 14,281 (47.7)
EBITDA 2,658 2,556 4.0 2,674 (0.6) 11,035 15,427 (28.5)
EBITDA margin (%) 52.9 48.8 413 bps 59.3  (636)bps 445 42.3 214 bps
Other income 373 239 55.8 342 8.9 454 2,948 (84.6)
Interest 181 181 (0.1) 215 (15.8) (1,749) 5,243 (133.4)
Depreciation 21 22 (6.3) 19 8.9 598 1,460 (59.0)
PBT 2,829 2,592 9.2 2,782 1.7 9,815 15,719 (37.6)
Tax 739 619 19.4 439 68.2 1,582 3,144 (49.7)
PAT 2,091 1,974 5.9 2,343 (10.8) 8,227 12,575 (34.6)
FDEPS (Rs) 49 4.7 6.0 - - 19.8 29.4 (32.5)

Source: Company, PINC Research

HDIL One year forward NAV Financial Table (Consolidated)

Segments NPV/share (Rs) (Rs mn) Q1FY12 Q1FY11 YoY (%)
Residential 113 Revenue 5,118 4,554 12.4
Commercial 18 Expenditure 2,182 1,654 31.9
Retail 7 EBITDA 2,936 2,900 1.3
SRS 24 EBITDA margin (%) 57.4 63.7 (631)bps
Aiport 132 Other income 103 128 (19.8)
Total NPV/share 294 Interest 192 219 (11.9)
Debt outstanding 65 Depreciation 213 206 3.4
Land paid(not considered in NAV) 16 PBT 2,633 2,603 1.2
Investment in Property 35 Tax 739 439 68.2
Net NPV/share 281 PAT 1,894 2,164 (12.5)
Less: 20% Discount to NAV 56 FDEPS (Rs) 4.5 5.9 (24.4)
Target Price 225
Source: Company, PINC Research Source: Company, PINC Research
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HDIL
Year Ended March (Figures in Rs mn)

Income Statement FY09 FY10 FY11 FY12E FY13E Cash Flow Statement FY09 FY10 FY11 FY12E FY13E
Revenues 17,284 15,021 18,500 29,707 42,632 Pre-tax profit 7,714 7,052 9,815 15,719 24,680
Growth (%) (27.4) (13.1) 23.2 60.6 435 Depreciation & Amortisation 25 723 838 900 900
EBITDA 7,797 7,901 11,035 15,427 25,400 Total Tax Paid (629) (1,202) (515) (1,381) (3,176)
Growth (%) (53.9) 13 39.7 39.8 64.6 Chg in working capital (18,234)  (16,152)  (34,370) (11,411)  (21,296)
Depreciation & amortisation 25 723 838 900 900 Other operating activities 126 410 598 1,460 1,870
EBIT 7,772 7,177 10,197 14,527 24,500 Cash flow from oper (a)  (10,997) (9,169)  (23,634) 5,287 2,978
Interest 582 471 836 1,755 1,870 Capital Expenditure (625) (3,423) (1,749) 5,243 (118)
Other income 524 345 454 2,948 2,050 Chg in investments (571) 5 1,925 - -
PBT 7,714 7,052 9,815 15,719 24,680 Other investing activities 481 101 256 295 -
Income taxes (151) 1,386 1,582 3,144 6,170 Cash flow from inv.(b) (715) (3,317) 432 5,538 (118)
Extra-ordinary items (63) - = = - Free cash flow (ath) (11,712)  (12,486)  (23,202) 10,825 2,860
Min int / inc from assoc (5) - 5 - Equity raised/(repaid) - 20,784 11,575 2,836 -
Reported net income 7,807 5,666 8,227 12,575 18,510 Debt raised/(repaid) 10,306 (416) 2,181 (11,265) 3,000
Adjustments - - - - - Change in MI - - - - -
Adjusted net income 7,807 5,666 8,227 12,575 18,510 Dividend (incl. Tax) (751) - - - (516)
Growth (%) (44.6) (27.4) 45.2 52.9 47.2 Other financing activities (582) (719) 3,807 (1,801) (1,870)
Dil. EPS (Rs) 18.8 137 19.8 29.4 42.0 Cash flow from fin (c) 8,973 19,649 17,563  (10,231) 614
Growth (%) (44.6) (27.4) 45.2 48.2 429 Net chg in cash (at+b+c)  (2,739) 7,163 (5,639) 594 3474

Balance Sheet FY09 FY10 FY11 FY12E FY13E Key Ratios FY09 FY10 FY11 FY12E FY13E
Equity Share Capital 2,755 3,588 4,150 4,410 4,410 OPM (%) 45 53 60 52 60
Reserves & surplus 41,463 66,840 90,721 105,349 123,342 Net Margin (%) 45 38 44 42 43
Shareholders' funds 44,218 70,429 94,871 109,759 127,752 Dividend Yield (%) - - - - -
Min. Interest & Other - 46 - Gross asset turnover (x) 28.6 11.6 85 22.9 142.1
Total Debt 41,433 41,017 43,198 31,933 34,933 Total asset turnover (x) 0.2 0.1 0.1 0.2 0.2
Capital Employed 85,651 111,446 138,115 141,692 162,686 Adjusted debt/equity (x) 0.9 0.6 0.4 0.3 0.3
Net fixed assets 1,228 4,637 5,395 (748) (1,530) Interest coverage ratio (x) 134 15.3 12.2 8.3 131
Cash & Cash Eq. 755 7,918 2,296 2,890 6,364 RoCE (%) 10.9 6.1 72 10.0 131
Net Other current assets 81,202 96,513 129,971 139,104 157,374 RoE (%) 19.4 10.0 10.2 12.4 15.6
Investments 2,491 2,429 520 520 520 EV/Net Sales (x) 6.3 7.2 5.8 36 25
Other Assets 1 (6) (6) EV/EBITDA (x) 139 137 9.8 7.0 43
Net Deferred tax Assets (24) (51) (69) (69) (36) P/E (x) 8.6 11.8 8.2 5.5 3.9
Total Assets 85,651 111,445 138,115 141,692 162,685 P/BV (x) 0.9 0.8 0.7 0.6 0.5

Economic Value Added (EVA) Analysis Du Pont Analysis

FY09 FY10 FY11 FY12E FY13E (%) FY09 FY10 FY11 FY12E FY13E
WACC (%) 345 14 14 15 15 Tax burden (Net inc./PBT) 101.2 80.3 83.8 80.0 75.0
ROIC (%) 1 6 7 8 12 Interest burden (PBT/EBIT) 99.3 98.3 96.3 108.2 100.7
Invested capital (Rs mn) 85,069 103,853 137,200 142,461 163,007 EBIT margin (EBIT/Rev.) 45.0 478 55.1 48.9 575
EVA(Rs mn) (284,138)  (8142)  (9,731)  (9,547)  (4,975)  Asset Tumover (Rev./Avg TA)  20.8 141 13.1 18.1 242
EVA spread (%) (334) 8) (7) (] (3) Leverage (Avg TA/Avg equtiy) 206.6 185.4 170.4 160.1 148.6
Return on equity 194 9.9 10.0 12.3 15.6
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