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Housing Development & Infrastructure  BUY
Maintained

TDRs all the way Rs372

Reason for report: Q3FY10 results review

Housing Development & Infrastructure’s (HDIL) Q3FY10 results were impressive —
revenues rose 15.6% QoQ to Rs4.1lbn (I-Sec: Rs3.9bn) and PAT increased 9.5%
QoQ to Rsl.6bn (I-Sec: Rsl1.6mn). Earnings were driven by strong TDR sales
(1.5mn sqft at Rs2,500/sqft) led by 15% QoQ uptick in prices. Through 9MFY10
HDIL launched ~3.3mn sqft of residential projects (~90% sold) and plans to launch
another 2.75mn sqgft in the next two quarters. The company’s 4.5mn sqft
commercial space in Virar (60% sold), Kurla (20% pre-leased) and Andheri (retail
space pre-leased) has received good response. Airport project, Phase I, is
expected to be completed by April '10 and development will start on five
additional sites. HDIL is focussed towards faster execution and is expanding in
premium slum rehabilitation scheme (SRS) projects, particularly in South Mumbai.
Watch out for continued momentum in TDR sales and project launches
(residential & SRS). Further, HDIL would require additional funding of ~Rs15bn for
airport project (Rs7bn), Virar rental housing scheme (Rs4bn) and commercial
developments (Rs4bn). Accumulate at dips; maintain BUY with Rs414 target price.

» Revenues surge, but margin under pressure. Revenues rose 15.6% QoQ to
Rs4.1bn; however, EBITDA margin declined to 46% (51% in Q2FY10) due to lower
margins on land sale (Rs0.4bn) and higher construction cost. TDR price rose 15% at
Rs2,500/sqft. We expect TDR sales realisations to be stable at the current levels. Till
date, HDIL has sold 7.5mn sqgft TDRs and 2.5mn sqft is unsold in Phasel.

» Strong demand across new projects. Owing to strong residential demand, HDIL
sold ~90% of its 3.3mn sqft residential launches in the past nine months, with a
project pipeline of ~2.75mn sqft. Also, HDIL received approvals to launch Virar
project, wherein it is likely to generate ~48mn sqgft FSI in the next 5-6 years. HDIL's
4.5mn sqgft of commercial space in Virar (60% sold), Kurla (20% pre-leased at Rs65-
75/sqft) & Andheri (retail space pre-leased at Rs120/sqft) has received good response.

» Focus on execution and SRS projects. HDIL is focussing on faster execution of its
residential & commercial projects. Phase | of the airport project will be completed in
April '10 and five sites have been identified for Phase Il (~28,000 tenements). The
company is exploring opportunities in premium SRS & redevelopment projects in
South Mumbai & Worli. Commercial project of 6mn sqft in Kochi has been converted
into SEZ and in-principal approval is in place.

Market Cap Rs138bn/US$3.0bn Year to March FY09 FY10E FY11E FY12E
Reuters/Bloomberg HDIL.BO/HDIL IN Revenue (Rs mn) 17,284 14,914 21,213 39,586
Shares Outstanding (mn) 372 Net Income (Rs mn) 7,865 5,979 7,994 15,753
52-week Range (Rs) 411/63 EPS (Rs) 21.2 16.1 215 42.4
Free Float (%) 51.7 % Chg YoY (44.2) (24.0) 33.7 97.1
Fll (%) 28.4 P/E (x) 17.6 23.1 17.3 8.8
Daily Volume (US$'000) 103,440 CEPS (Rs) 21.3 16.3 21.9 42.8
Absolute Return 3m (%) (7.8) EV/E (x) 23.0 24.1 16.3 7.7
Absolute Return 12m (%) 274.5 Dividend Yield 0.0 0.0 0.5 0.8
Sensex Return 3m (%) 2.7 RoCE (%) 11.0 6.9 8.0 13.9
Sensex Return 12m (%) 99.0 RoE (%) 19.4 10.5 10.7 17.9

Please refer to important disclosures at the end of this report
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Table 1: Q3FY10 results review
(Rs mn, year ending March 31)

Q3FY10  Q3FY09  %chg (YoY)  Q2FY10 % chg (QoQ)

Gross sales 4,089 3,138 30.3 3,537 15.6
Excise duty

Net Sales 4,089 3,138 30.3 3,637 15.6

Other operating income

Total Operating income 4,089 3,138 30.3 3,537 15.6

Raw Materials 1,280 1,855 (31.0) 1,515 (15.5)

Personnel Cost 73 50 56

Research & Development

Other Expenses 848 283 169

Total Expenses 2,201 2,188 0.6 1,740 26.5

EBITDA 1,888 950 98.7 1,797 5.1

Interest (Net) 190 142 34.4 185 2.8

Depreciation 12 18 (35.0) 9 24.5

Other Income 266 209 27.0 274 (2.8)

Recurring pre-tax income 1,952 1,000 95.2 1,876 4.0

Taxation 324 244 33.1 390 (16.9)

Recurring Net Income 1,628 757 115.1 1,486 9.5

Extraordinary item (1,092)

Reported Net income 1,628 1,849 (12.0) 1,486 9.5

Source: Company data, |I-Sec Research
Valuations

We raise HDIL's FY10E NAV to Rs487/share (Rs177bn) from Rs455/share, based on
10% increase in TDR prices. Our target price is Rs414/share based on 15% discount
to NAV. We factor in TDR prices of Rs2,200/sqft for FY11E versus the current price of
~Rs2,500/sqft, providing significant comfort to our valuations. We believe TDR prices
will remain stable in the short term; however, any further uptick may lead to NAV
upgrade. HDIL has been able to showcase better-than-expected progress in the
Mumbai Airport SRS, with Phase | nearing completion within the scheduled timeframe.

Table 2: NPV/share calculation
(NPV Rs/share)

Projects Latest
Land bank 178
Mumbai airport SRS project 284
SEZ Vasai Virar 17
SEZ Bhyander 3
DS Construction 5
Total NAV 487
Target Price 414

Source: I-Sec Research

HDIL trades at FY11E & FY12E P/E of 17.3x and 8.8x and FY11E P/BV of 1.8x. We
believe at lower levels, the stock can be accumulated at a target price of Rs414.

HDIL's balance sheet is healthy at 0.5x DE ratio; it has repaid ~Rs14bn loans, with no
outstanding principal till mid-CY10E. Also, there are no significant land payments
outstanding. This has helped HDIL reduce its annual interest payment by ~Rs2bn. The
company’'s debt and cash position, as on Q3FY10, is Rs33.5bn and Rslbn
respectively. It also issued Rs4bn NCDs at 12% interest rate and is looking to issue
another Rs12bn.
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Financial Summary

Table 3: Profit and Loss Statement

(Rs mn, year ending March 31)

Table 5: Cashflow Statement
(Rs mn, year ending March 31)

FY09 FY10E FY11E FY12E FY09 FYI10E FY11E FY12E
Operating Income (Sales) 17,284 14,914 21,213 39,586 Operating Cash flow 5818 5,106 7,915 15,655
of which Domestic 17,284 14,914 21,213 39,586 Working Capital Changes (18,794) (15,169) (7,977) (6,129)
Operating Expenses 9,487 7,788 10,847 18,775 Capital Commitments (1,075) (1,803) (733) (767)
EBITDA 7,797 7,126 10,366 20,811 Free Cash Flow (14,051) (11,867) (795) 8,760
% margins 45.1 47.8 48.9 52.6 Cash flow from Investing
Depreciation & Amortisation 41 66 137 162 Activities 540 975 259 312
Gross Interest 582 745 739 765 Issue of Share Capital 612 964 0 0
Other Income 540 975 259 312 Buyback of shares 0 0 0 0
Recurring PBT 7,715 7,292 9,749 20,197 Inc (Dec) in Borrowings 10,306 (6,500) (3,000) (5,000)
Less: Taxes (151) 1,312 1,755 4,443 Dividend paid 0 0 (863) (1,294)
- Current tax (151) 0 0 0 Extraordinary Items 0 0 0 0
Net Income (Reported) 7,865 5979 7,994 15,753 Chg. in Cash & Bank balance (2,742) 701 282 2,778
Recurring Net Income 7,865 5,979 7,994 15,753 Source: Company data, |I-Sec Research
Source: Company data, I-Sec Research
Table 6: Key Ratios
Table 4: Balance Sheet (Year ending March 31)
(Rs mn, year ending March 31) FY09 FY10E FY1lE FY12E
FY09 FY10E FY11E FY12E Per Share Data (Rs)
Assets EPS(Basic Recurring) 21.2 16.1 215 42.4
Total Current Assets 88,673 108,901 139,455 148,384 Diluted Recurring EPS 21.2 16.1 21.5 42.4
of which cash & cash eqv. 752 1,453 1,734 4,513 Recurring Cash EPS 21.3 16.3 21.9 42.8
Total Current Liabilities & Dividend per share (DPS) 0.0 0.0 2.0 3.0
Provisions 6,296 10,690 33,029 33,103 Book Value per share (BV) 120.1 1849 216.6 2555
Net Current Assets 82,377 98,211 106,426 115,281
Investments Growth Ratios (%)
of which 3,029 3,332 3,665 4,032 Operating Income (27.4) (13.7) 42.2 86.6
Strategic/Group 3,029 3,332 3665 4,032 EBITDA (53.8) (8.6) 455  100.8
Other Marketable 0 0 0 0 Recurring Net Income (44.2) (24.0) 33.7 97.1
Net Fixed Assets 728 2,162 2,425 2,663 Diluted Recurring EPS (44.2) (24.0) 33.7 97.1
Capital Work-in-Progress 147 1,029 606 521 Diluted Recurring CEPS (44.0) (23.5) 34.5 95.7
Total Assets 86,134 103,705 112,517 121,976
Valuation Ratios (x)
Liabilities P/E 17.6 23.1 17.3 8.8
Borrowings 41,433 34,933 31,933 26,933 P/CEPS 175 22.9 17.0 8.7
Deferred Tax Liability 24 24 24 24 P/BV 3.1 2.0 1.7 15
Equity Share Capital 2,755 3,718 3,718 3,718 EV / EBITDA 23.0 24.1 16.3 7.7
Face Value per share (Rs) 10 10 10 10 EV / Operating Income 10.4 11.5 7.9 4.1
Reserves & Surplus* 41,922 65,029 76,841 91,300 EV / Operating FCF (12.7) (14.5) (212.0) 18.4
Net Worth 44,676 68,748 80,559 95,019
Total Liabilities 86,134 103,705 112,517 121,976 Operating Ratio
*Excluding revaluation reserves; # = not written off Raw Material/Sales (%) 50.5 32.4 36.5 38.8
Source: Company data, I-Sec Research SG&A/Sales (%) 3.1 18.0 13.3 7.8
Other Income / PBT (%) 7.0 13.4 2.7 15
. Effective Tax Rate (%) (2.0) 18.0 18.0 22.0
Table 7: Quarterly trend NWC / Total Assets (%) 948 933 930 908
(Rs mn, year ending March 31) Inventory Turnover (days) 2,400 5,233 4,009 2,300
Mar-09 Jun-09 Sep-09 Dec-09 Receivables (days) 23.4 56.1 66.9 52.0
Net sales 3579 2954 3537 4,089 Payables (days) 212.2 3887 7275 6373
% growth (YoY) (63.3)  (48.2) 20.8 16.6  D/ERatio () 0.9 05 0.4 0.3
EBITDA 965 1,161 1,797 1,888 o )
Margin (%) 27.0 39.3 50.8 46.2 Return_/Prof|tab|I|ty Ratio (.OA))
Other income 309 233 274 266 Recurring Net Income Margins 44.1 37.6 37.2 39.5
Add: Extraordinaries 0 0 0 0 RoCE 11.0 6.9 8.0 13.9
Net profit 619 1,075 1,486 1,628  RONW _ 194 105 107 179
Source: Company data, I-Sec Research Dividend Payout Ratio 0.0 0.0 9.3 7.1
Dividend Yield 0.0 0.0 0.5 0.8
EBITDA Margins 45.1 47.8 48.9 52.6

Source: Company data, I-Sec Research
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I-Sec investment ratings (all ratings relative to Sensex over next 12 months)
BUY: +10% outperformance; HOLD: -10% to +10% relative performance; SELL: +10% underperformance

ANALYST CERTIFICATION

We /I, Gaurav Pathak, PGDM, BTech; Shaleen Silori, MBA (Finance), BTech research analyst and the author of this report, hereby certify that all of the views
expressed in this research report accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our
compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts aren't registered as research analysts
by FINRA and might not be an associated person of ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing
group. We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. Our research
professionals provide important input into our investment banking and other business selection processes. ICICI Securities generally prohibits its analysts, persons
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover. The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in
whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the
information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”)
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from
doing so. Nonrated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other
circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and may not be used or considered as an offer document
or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report
constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances.
The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their
own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgement by any
recipient. The recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past
performance is not necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. Forward-looking statements are
not predictions and may be subject to change without notice.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. ICICI Securities and
affiliates expect to receive compensation from the companies mentioned in the report within a period of three months following the date of publication of the research
report for services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed
that Gaurav Pathak, PGDM, BTech; Shaleen Silori, MBA (Finance), BTech research analyst and the author of this report have not received any compensation from
the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which
include earnings from Investment Banking and other business.

ICICI Securities or its affiliates collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

It is confirmed that Gaurav Pathak, PGDM, BTech; Shaleen Silori, MBA (Finance), BTech research analyst and the author of this report or any of their family
members does not serve as an officer, director or advisory board member of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities
and affiliates may act upon or make use of information contained in the report prior to the publication thereof. This report is not directed or intended for distribution to,
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this
document may come are required to inform themselves of and to observe such restriction.




