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Housing Development and Infrastructure 
(HDIL.BO) 
Alert: Q2-FY11 Posts QoQ Decline in Earnings 
 
 Revenues decline QoQ — 2Q revenue of Rs3.7bn down 17% QoQ and PAT of 

Rs2.1bn down 9% QoQ. On YoY basis, revenue grew 5% given low base effect 
(Q2FY10 was one of their weakest quarters). EBITDA margins improved to 
63.7% vs 59.3% in Q1 on account of reduction in construction costs. 

 TDR contributes to ~80-90% of 2QFY11 revenue — TDR sales slowed to 1.0msf 
(vs. 1.1msf in Q1Fy11 and 1.7msf in 2QFY10) albeit at higher prices of avg 
Rs3000/sf (vs. Rs2300/sf in 2QFY10 and Rs 2,950/sf in Q1FY11). Management 
sees TDR prices and volumes to remain strong, as the government notice on 
additional 0.33 FSI hasn’t come in yet. They expect realizations to consolidate 
at Rs 3200-3500 levels. Co. has sold ~12msf till date and holds 0.3msf in 
inventory currently. 

Figure 1. Q2-FY11 Result Snapshot (in Rs millions) 

 2QFY10 1QFY11 2QFY11 QoQ YoY
Revenues 3537 4509.2 3726.5 -17% 5%
Operating Expenses 1740 1835.4 1354.3
EBITDA 1797 2673.8 2372.2 -11% 32%
EBITDA Margin 50.8% 59.3% 63.7%
Interest 185 214.5 211.9 -1% 15%
Other Income 273.5 342.2 338.8 -1% 24%
Depreciation 9.4 19.2 16 -17% 70%
PBT 1876.1 2782.3 2483.1 -11% 32%
Tax 390.2 439 345.3 -21% -12%
% Tax 20.8% 15.8% 13.9%
PAT 1485.9 2343.3 2137.8 -9% 44%

Source: Company Reports 

 
 While MIAL is going slow, aggressive launch pipeline is in place.  

– MIAL rehab project is seeing relocation challenges as per press reports with 
families refusing to move. Company states currently ~33,000 rehab units are 
under construction (~12msf in area, of which 8.5msf is >75% complete) and 
believe that relocation would begin to Kurla in < 1 month for 7,000 units which 
are ready. Overall Ph-I handover to MMRDA to happen by Mar-11. 

– Management is looking to launch 27msf (phased launches in larger projects like 
Kochi and Palghar) in the next 6-months to take their residential portfolio to 
35msf in 2-years time from the first launch.  

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures. 
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 Details on land bank added + Other Conf Call Highlights —  

– Novinon project to add 13msf of resi development to land bank. Co. has spent Rs 
1.0b towards land costs (clearing labour dues etc). There are three parcels of 
land within this - Tarapore, Baroda and Shahad. Co. is planning to only develop 
the latter under its umbrella and exit/monetize the other two. In Shahad, they are 
looking to build rental housing. 

– In Q2, Co. applied for redevelopment of MotilalNagar under Swiss challenge to 
MHADA, whereby if allotted, would add an expected saleable area of 15 msf. Co. 
expects allotment to come within the next 6-7months. They have to in return 
build 16,000 units in Virar and 1,500 units in Goregaon same plot for MMRDA. 
Tenancy rights for this project to come at Rs. 7.5-10.0b. 

– Rs 6.5b MOU signed for FSI sale in Goregaon project reflective of ~1 - 1.1msf. 
Money has started flowing in and Co. is hoping to recognize large part of this FSI 
sale in FY11 and is expected to have margins to the tune of 65-70%. After this 
MOU, there is another 3.5msf to go. 

– Agreement has been signed with Conrad for the Juhu Hotel. HDIL will own 45% 
(balance lies with the promoters) of the project which will cost an estimated ~Rs 
2.4b. Management stated that financial closure has happened for the same with 
Yes Bank and the delivery deadline is 2014. 

– 5-star business cum leisure hotel to come up at the Andheri Metropolis 
development at an estimated cost of Rs 1.4-1.5bn. Signed an agreement with 
Crown Plaza. 

– Rs. 15.0 b from QIP lying in Fixed Deposits and Mutual Fundss. Co. has 
identified the land for MIAL Ph-2 & 3 and is awaiting final approvals from 
government. 

– Net debt stood at Rs 26.2b and is not due for next one year. Cost of debt is 12%. 
Customer advances were at Rs 2.2b in Q2 and overall at Rs 9.82b.  
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Housing Development and Infrastructure 
 
Valuation 

Our target price of Rs277 is based on a 25% discount to an estimated core March 
2010E NAV of Rs370. We see HDIL positioned as a mid-scale developer with a 
high risk-reward model and expect it to trade at a 25% discount to NAV, which is 
the lower end of the average discount to NAV range of 25%-35% for tier-II 
developers. We attribute a discount for the following reasons: 1) concentration risk 
in Mumbai suburbs (92% of gross NAV); 2) a high risk-reward business model 
given the emphasis on slum redevelopment; and 3) any execution delays in the 
airport project. We believe an NAV-based valuation methodology is appropriate for 
developers, as NAVs value landbank, along with development across asset 
classes. Our NAV of Rs370 is based on the following assumptions: 1) Reduction in 
debt levels to Rs33.5bn post QIP; 2) TDR prices at Rs2200/sf; 3) Development 
volume of 201msf; 3) Average cost of capital of 13%; and 4) Tax rate of 26%, 
factoring in tax benefits for the slum rehab and airport project. 
 
Risks 

We rate HDIL as Medium Risk since the near-term liquidity of the company has 
improved post QIP and debt that was due in FY10 has been rolled over. Upside 
risks to our investment thesis and target price are: 1) change in regulatory policy 
favoring TDR prices, 2) more benefits/incentives offered by the government for 
airport rehab projects, 3) significant FSI pre-sales easing liquidity crunch, and 4) 
meaningful recovery in demand, particularly for office space in the Mumbai 
market. 
      

Appendix A-1 
Analyst Certification 

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at the front of the 
product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. Each of these analyst(s) certify, 
with respect to the section(s) of the report for which they are responsible, that the views expressed therein accurately reflect their personal views about each issuer 
and security referenced and that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) 
expressed by that research analyst in this report. 
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Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Housing Development and Infrastructure. This 
position reflects information available as of the prior business day. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Housing Development and 
Infrastructure in the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, securities-
related: Housing Development and Infrastructure. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the 
same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. Historical 
disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution    
Data current as of 30 Sep 2010 Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 53% 36% 11%

% of companies in each rating category that are investment banking clients 48% 45% 39%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. 
Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) affecting the company 
and/or trading in the company's securities (e.g. trading suspension). Stocks placed “Under Review” will be monitored daily by management. As soon as practically 
possible, the analyst will publish a note re-establishing a rating and investment thesis. 
To satisfy regulatory requirements, we correspond Under Review to Hold in our ratings distribution table for our 12-month fundamental rating system. However, we reiterate 
that we do not consider Under Review to be a recommendation.  

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-
Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global Markets Inc.) 
are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member organization and therefore may not be 
subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public appearances and trading securities held by a research 
analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Surendra Goyal, CFA; Vidhi Sodhani 

OTHER DISCLOSURES 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be 
presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. 
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Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. 
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the 
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its 
affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of 
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. For 
Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who 
reviewed this research report on behalf of CIRA. This could create a conflict of interest. 
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available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the 
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investors should contact the Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and 
services to clients.  The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, 
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Product is made available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong 
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market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital 
Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the 
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