Prabhudas  Unitech

Lilladher Strong execution and sales momentum

May 31, 2010 B Strong sequential top-line growth: Unitech reported 46.3% top-line growth on a

B Margins subdued: Unitech’s margins were subdued during the quarter at 24%,
mainly on account of increase in costs in some of the company’s older projects.
On account of the same, the impact has been dual; firstly on that portion of

sequential basis to Rs11,329m led by strong sales volumes during the quarter, S

coupled with heightened pace of execution. The company sold 3.46m sq.ft -cg

Rating Accumulate during the quarter as against 3.03 in Q3FY10. The value of sales stood at [®X
brice Re73 Rs14.8bn in Q4FY10. 3
Target Price Rs110 An improvement in execution is visible as 48% of the company’s undelivered sales S
Implied Upside 50.0% prior to FY10 are reported to be in the handover stage as compared to 42% in the $
Sensex 16.863 third quarter. As far as sales during FY10 are concerned, as of March 31, 2010, o<
; the company had started construction activities on 99% of the projects as against %)

(Prices as on May 28, 2010) 53% in Q3FY10. ;
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Trading Data

Market Cap. (Rs bn) 191.9 these projects that were executed during the quarter and secondly “one time”
Shares o/s (m) 2,616.3 booking of additional costs on the portion executed earlier since overall project
Free Float 55.00% costs are higher than earlier estimated.

3M Avg. Daily Vol (‘000) 44,026.2 W Expecting to maintain sales in value terms: Unitech has recorded their highest
3M Avg. Daily Value (Rs m) 3,370.0 ever sale figures in FY10 by selling 16.6m sq.ft. The first two quarters witnessed

a run rate of 5m sq.ft each, while third and fourth quarters are averaged at
3.25m sq.ft. Since FY10 had the impact of some amount of pent-up demand, we
expect volumes to be lower in FY11, with average being maintained at the fourth
quarter levels. However, in value terms, we expect sales to be maintained at the
FY10 levels of Rs70bn, on account of higher value sales.

Major Shareholders

Promoters 45.00%
. B Valuations: Unitech’s NAV as estimated by us stands at Rs123. The restructuring
Foreign 32.28% . - . . .
exercise of demerging its non-core assets into a separate company, besides giving
Domestic Inst. 3.55% valuation clarity to assets which have been ignored, will result in Unitech
Public & Others 19.17% becoming a pure-play on real estate. Our target price is based on a 10% discount
to the company’s NAV. We maintain ‘Accumulate’, with a target price of Rs110.
Key financials (Y/e March) FY09 FY10 FY11E FY12E
Revenues (Rs m) 28,502 29,568 41,378 53,046
Stock Performance Growth (%) (30.7) 3.7 39.9 28.2
(%) M 6M 12M EBITDA (Rs m) 15,493 10,967 18,243 22,646
Absolute a7 14 3.8) PAT(Rsm) 11,968 6,946 11,796 15,582
) EPS (Rs) 7.4 2.8 45 6.0
Relative (4.8) (8.8 (21.8) Growth (%) (28.3) (61.4) 58.3 32.1
Net DPS (Rs) 0.1 0.1 0.1 0.1
Source: Company Data; PL Research
Price Performance (RIC: UNTE.BO, BB: UT IN) Profitability & valuation FY09 FY10 FY11E FY12E
(Rs) EBITDA margin (%) 54.4 37.1 44.1 42.7
120 1 ROE (%) 27.3 8.7 10.1 11.6
110 - RoCE (%) 11.0 4.9 7.2 8.7
O EV / sales (x) 7.1 7.8 5.5 4.1
EV / EBITDA (x) 13.1 20.9 12.4 9.5
%01 PE () 9.9 25.8 16.3 12.3
CU P/ BV (X) 2.3 1.7 1.5 1.4
70 1 Net dividend yield (%) 0.2 0.1 0.1 0.2
cL ' ' ! ' ' ! Source: Company Data; PL Research
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Unitech

Q4FY10 Result Overview (Rs m)

Y/e March Q4FY10 Q4FY09 YoY gr. Q3FY10 FY10 FY09 YoY gr.

(%) (%)

Total Income 11,329 3,853 194.1 7,745 29,568 28,502 3.7

Expenditure

Construction Cost 8,336 2,336 256.8 5,636 17,608 11,978 47.0
% sales 73.6 60.6 0.7 59.5 42.0

Staff Cost 264 251 5.1 252 994 1,032 3.7)
% sales 2.3 6.5 0.0 3.4 3.6
Total Expenses 8,599 2,587 5,888 18,602 13,009

EBITDA 2,730 1,266 115.7 1,857 10,967 15,493 (29.2)
% sales 24.1 32.9 24.0 37.1 54.4

Depreciation 106 50 113.5 79 341 209 63.1

EBIT 2,624 1,216 115.8 1,778 10,626 15,284 (30.5)
% of sales 23.2 31.6 23.0 35.9 53.6

Finance Expenses 323 2,158 (85.0) 148 2,000 5,546 (63.9)

Other Income 192 3,676 (94.8) 139 585 4,654 (87.4)

PBT 2,492 2,733 (8.8) 1,769 9,210 14,392 (36.0)

Tax 698 (21) NA 373 2,264 2,424 (6.6)
% of PBT 28.0 (0.8) 21.1 24.6 16.8

Net Profit after Tax 1,795 2,755 (34.8) 1,395 6,946 11,968 (42.0)

Share of Associates 3 (12) (123.4) 8 (5) (12) (61.4)

Minority Interest (4) 21 (118.7) 357 31 (21) (246.2)
Prior period item (22) - - (22) -
Earlier year taxes (138) - - 138 13

Adj. Profit 1,634 2,764 (40.9) 1,760 6,751 11,964 (43.6)
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Buy Accumulate Reduce Sell

PL’s Recommendation Nomenclature

BUY : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient
only as information and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently
verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice

should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act
as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to

publication.
We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.
For Clients / Recipients in United States of America:

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for
informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information
provided herein unless agreed to by all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888.




