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INTRODUCTION: 

Sobha Developers is one of the leading real estate development & 

construction company in India. The company was incorporated by Mr. P N 

C Menon & Mrs. Sobha Menon both of whom have three decades of 

experience. They have built & decorated palaces in Oman. This Banglore 

based company has completed 21 residential projects, 2 commercial 

projects & 75 contractual projects. Their client list includes Infosys, Taj 

group, MICO etc. 
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S U B S C R I B E  

Sensex  13469 

NSE  3876 

  

Shares in IPO 

     Fresh Issue 8.89 mn 

     Offer for sale Nil 

  

Price Band  Rs 550-Rs.640 

     Face Value Rs.10 

  

  

Equity Capital (Rs in mns) 

     Pre-Issue 640 mn 

     Post-Issue 728.96mn 

 

Mkt Cap (@Rs.640) Rs. 56896 mn 

Mkt Cap (in US $) $ 1269 mn 

P/E (FY07 

Expected)* 
28.3% 

*Price taken as Rs.640 per share 

  

Bid allocation pattern  

Non-Inst Bidders Up to 10% 

Retail  Up to 30% 

QIBs At least 60% 

Employee Resv. 0.8 mn 

Share Holding Pattern (Post Issue) 

  

Promoters 87.8% 

Public & Others 12.2% 

 

INVESTMENT RATIONALE 

o The residential, commercial & retail segment of the real estate industry 

will experience a robust growth potential due to growing population, 

urbanization, changing demographs, increased disposable income, 

demand by booming IT & ITeS, BPO industry, retail boom etc.   

o Sobha Developers basically operates in Banglore & have gradually 

expanded in 8 cities of India. They have land reserves of approximately 

118 mn sq. ft. over 78 locations in 7 cities across India currently 

valued at Rs. 735-776 crores & land arrangement of approximately 117 

mn sq. ft. over 13 locations in 3 cities across India. This is expected to 

be developed within 7-10 years. 

o The company is currently undertaking 15 residential projects & 23 

contractual projects.  They are diversifying their business in terms of 

geographical presence & project portfolio. They develop hotels, 

integrated townships, malls, hostel facilities, food court, club houses & 

undertake plot development. They are also looking at Special Purpose 

Vehicles & Joint Ventures for growth potentials.  

o They deliver a project from its conceptualization to completion through 

their ‘backward integration’ model. It includes architectural & design 

studio, metal & glazing factory, building material factory, interior & 

wood working factory, mechanical, electrical & plumbing division. It 

ensures cost & quality efficiency with ability to deliver the project in 

timely manner. 

o The company has patented Construction Manual – first of its kind in 

India. they have been given awarded the DA 1 rating from CRISIL 

indicating excellent track record in executing the projects. 

o The scale of operation of Sobha Developers has expanded over the 

years. Total revenue has increased from Rs. 1117.10 million in FY 2002 

to Rs. 6284.36 million in FY 2006, at a CAGR of 75%. During the same 

period, profit after tax has increased at a CAGR of 317%. 

o VALUATION:  At the current price band, the company’s stock is 

valued between 22-28x FY07(E) EPS. The valuation seems to be on the 

higher side given the longer execution period of its land bank. Sales of 

the company have grown 3 fold from FY04 to FY06 whereas profit has 

risen 10 fold. With the land reserves & other qualitative factors we 

believe that the company will perform better in long run. Hence we 

recommend a subscribe to the issue with a long term 

perspective.  
 

Financial Snapshot                                                                (Rs. in mn) 

Particulars FY04 (A) FY05 (A) FY06 (A)  FY07(E) 

Net Sales 1950.9 4530.6 5966.2 14208.0# 

PBIDT 144.6 585.9 1096.6 3232.3 

PBIDT (%) 7.4% 12.9% 18.4% 23% 

PAT 88.8 388.5 892.3 1650 

EPS (Rs.) 1.4 6.1 13.9 22.6 

P/E (x) 461.5 105.5 45.9 28.3* 

BV (Rs.) 13.9 21.7 45.8 54.0* 

RoNW (%) 30.2% 59.9% 65.2% 69.4%* 

  * On the basis of post –issue capital    # including manufacturing activity 
 

SSSOOOBBBHHHAAA   DDDEEEVVVEEELLLOOOPPPEEERRRSSS   LLLIIIMMMIIITTTEEEDDD   (((SSSDDDLLL)))   

Issue Snapshot: 

� Issue opens:  Nov.23rd to Nov. 29th  

� Price Band:  Rs.550 to Rs.640 per share 

� Face Value: Rs.10 per share 

� Total Issue Size: 8.89 mn equity shares 

� Min Bid: 10 shares & in multiples 

� Lead Managers: Kotak Mahindra Capital 
Co, Enam Securities, IL & FS Investment 
Ltd. 

� Registrar: Intime Spectrum Registry Ltd. 
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Objects of the issue  Sobha Developers intends to use the proceeds towards following:  

 

(Rs in mn) 
Particulars   Rs. million 

Land acquisition 2342.59 

Development & construction cost of existing & forthcoming projects  1424.90 

Repayment of loans of the company Up to 1321.76 

General corporate purpose @ 

                  @ to be finalised after the net proceeds of the issue 

   
   

Concerns  
Approximately 2.11% of land reserves of the company are classified as land 
falling in the ‘green belt area’ i.e. land where no commercial or residential 
development is permissible. 

Almost 30% of the total revenue of the company is generated from only one 
customer i.e. Infosys Technologies Ltd.  

Total land reserve of the company is expected to be developed in 7-10 
years, which is a longer time horizon for returns.  

Limited supply of land, increasing competition, applicable regulations, 
fluctuations in the market value of real estate, availability of finance to the 
customers, demographic factors, employment levels may adversely affect 
the business operations & financial conditions. 

   

  (Rs in mn) 

Peer group comparison*    Company Sobha Developers Parsvnath Developers 

Sales 14208 13584 

EPS 22.6 12.2 

P/E* 28.3 24.5 

RONW(%) 69.4 52.4 

Market Cap/S* 4.00 0.73 

 Based on FY07(E)    * on higher Price Band  

   

   
Outlook & Valuation  Based on the above numbers the company looks attractive as compared to 

the peers. Also the backward integration model, technologically advanced 
tools from Germany to ensure & monitor quality of work at each stage of 
project, well experienced management, ability to construct innovative 
structures, project management & delivery model, land reserves & their 
ability to identify emerging trends in customer requirements through 
Customer Relationship Management all these qualitative factors differentiate 
the company from its peers. They are also venturing into furnishing & 
interior retail soon. 
 
Taking into consideration the real estate industry growth perspective &  
Sobha Developer’s competitive strengths, we believe that the company is 
set to achieve robust growth on back of various ongoing & forthcoming 
project pipeline.  

We recommend to subscribe with a long term perspective.  
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DISCLAIMER: This information & opinions in this report have been prepared by TECHNO SHARES & STOCKS LTD. The report & the information contained herein 

are strictly confidential and meant solely for the authorized recipient and may be restricted by law or regulation in certain countries. This report is for information 

purposes only for the authorized reader and does not construe to be any investment, legal or taxation advice. This report is based on the information obtained 

from public sources and sources believed to be reliable, however, no warranty, express or implied, are given for the accuracy or correctness of the same and it 

should not be construed as such. It is also not intended as an offer or solicitation for the purchase and sale of any financial instrument.  

 

Techno Shares & Stocks Ltd and/or its subsidiaries and/or directors, employees, officers or associates – including the persons involved in the 

preparation/issuance of this report may have (a) from time to time, any interest or positions (buy/sell etc.) – financial (including in derivatives/commodities 
market) or otherwise in the companies/securities covered/mentioned in this report and may have acted upon the information &/or (b) been engaged in any other 

transaction, commercial or otherwise, in respect of the companies/securities covered in this report, like earning brokerage, commission or act as a market maker 

&/or (c) performed or may seek to perform any merchant/investment banking services for such companies or act as advisor or lender/borrower to such 

companies &/or (d) have other possible conflict of interest with respect to any recommendation or any information/opinions that could affect the objectivity of 

this report. As a result, the authorized recipients of this report should rely on their own investigations and analysis & seek professional advice. Any action taken 

by any one solely on the basis of the information contained herein is their own responsibility alone and Techno Shares & Stocks Ltd and its subsidiaries or its 

directors, employees or associates will not be liable in any manner whatsoever for the consequences of such action taken. 

 

No data/information contained in this report shall be copied, forwarded, transmitted or distributed, in part or in whole, in any form or in any 

media, without the previous written consent of Techno Shares & Stocks Ltd. 

T E C H N O   T E A M 

Name E-Mail Telephone Nos. 

RESEARCH: 

Mr. Nayan Mehta (Head -Research) nayan.mehta@technogroup.co.in  6655 0255 

Mr. Nilesh Doshi  nilesh.doshi@technogroup.co.in 6633 8900 (Ext.160) 

Ms. Abhilasha Sable abhilasha.sable@technogroup.co.in  6633 8900 (Ext.154) 

Mr. Vishal Shah vishal.shah@technogroup.co.in  6633 8900 (Ext.156) 

Mr. Lalitabh Shrivastawa lalitabh.shrivastawa@technogroup.co.in 6633 8900 (Ext.157) 

Mr. Amit Golchha amit.golchha@technogroup.co.in 6633 8900 (Ext.153) 

Ms. Pallavi Kulkarni pallavi.kulkarni@technogroup.co.in 6633 8900 (Ext.155) 

Mr. Manoj Abraham (Derivatives) manoj.Abraham@technogroup.co.in 6633 8900 (Ext.152) 

Ms. Madhura Athavale(Production) madhura.athavale@technogroup.co.in  6633 8900 (Ext.151) 

 

SALES: 

Institutional:   

Ms. Geeta Dave geeta.dave@technogroup.co.in 6633 8900 (Ext.121) 

Mr. Vipul Mehta vipul.mehta@technogroup.co.in  6633 8900 (Ext.122) 

Ms. Arundhati Parab arundhati.parab@technogroup.co.in 6633 8900 (Ext.120) 

Mr. Sanjib Mukherjee sanjib.mukherjee@technogroup.co.in 6633 8900 (Ext.123) 

Private Client Group:   

Mr. Jatin Shah jatin.shah@techngroup.co.in  6633 2777/56338900 (Ext 104) 

Ms. Purvi Parikh purvi.parikh@technogroup.co.in  6633 8900 (Ext.132) 

Mr. Mahendra Mayekar mahendra.mayekar@technogroup.co.in 6633 8900 (Ext.133) 

Ms. Sheetal Jaini sheetal.jaini@technogroup.co.in  6633 8900 (Ext.135) 

Mr. Mahesh Bohra mahesh.bohra@technogroup.co.in  6633 8900 (Ext.103/104) 

Ms. Leena Parmar leena.parmar@technogroup.co.in 6633 8900 (Ext.101/102) 

Mr. Amit Shinde amit.shinde@technogroup.co.in  6633 8900 (Ext.135) 

Mr. Tejas Bramhabhatt tejas.brahmbhatt@technogroup.co.in 6633 8900 (Ext.134) 

L I S T   O F   B R A N C H E S 

Location Contact Person Telephone Nos. 

Hyderabad Mr. Rajesh Dattani / Deepak Shah 040 – 3115 5192,  3116 0129 

Kolkotta Mr. Paresh Vipani 033 – 3264 8191 

Chennai Mr. Ketan Mehta 044 – 3536 7775 

Pune Mr. Ashwin Shah 9520 – 2443 2642/43/44 

Mumbai:   

        Ghatkopar (E)  Ms. Dakshina Sheth / Mr. Haresh Mehta 022 – 2515 5617, 16 

        Mulund (W) Mr. Ajit Rambhia / Bhavesh Shah 022 – 2592 4920, 23 

        Vashi (New Mumbai) Mr. Ashok Thakkar 022 – 5591 0888, 89 

        Matunga Mr. Ketan Dedia 022 – 2412 7050 

022 – 2411 2241 

        Bhuleshwar Mr. Dharmesh Shah / 

Mr. Himanshu Karaniwala 

022 – 2241 1305, 06 
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