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Issue details
Issue opens : June 28, 2007
Issue closes : July 3, 2007
Issue size : 2.97 crore equity shares
Reservation for employees : 6 lakh shares
Fresh issue to public : 2.91 crore shares
Face value : Rs10 each
Break-up of fresh issue to public
(excluding green-shoe option of
 0.45 crore shares) :
- QIB's portion : 1.75 crore shares
- Retail portion : 0.87 crore shares
- Non-institutional portion : 0.29 crore shares

Price band : Rs430-500
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 Shareholding pattern

Shareholder category Pre-issue Post-issue

No of shares % holding No of equity shares % holding No of equity shares % holdings
(including green- (excluding green-

shoe option) shoe option)

Promoters 131,772,000 73.1 131,772,000 61.5 131,772,000 62.7

Non-promoters 31,590,000 17.5 31,590,000 14.7 31,590,000 15.0

Others 16,938,000 9.4 16,938,000 7.9 16,938,000 8.1

Public issue 34,155,000 15.9 297,00,000 14.1

Total equity capital 180,300,000 100.0 214,455,000 100.0 2,100,00,000 100.0

Objects of the issue

The fresh issue of 2.97 crore equity shares is aimed at raising
Rs1,277-1,485 crore (depending on the price band of Rs430-
500 per share and excluding the green-shoe option) to (1)
fund acquisition of land and land development rights for the
company's ongoing and planned projects; (2) finance
construction of the company's ongoing projects; and (3) to
meet general corporate expenses.

Utilisation of issue proceeds

Particulars Rs crore

Acquisition of land and development rights 128.8
Construction of ongoing projects 1,198.4

Company background

Housing Development and Infrastructure Ltd (HDIL),
promoted by the Mumbai-based Wadhawan group (formerly
known as the Dheeraj group), is a real estate developer
that has been primarily focused on the Mumbai Metropolitan
Region (MMR). The company's business focuses on real
estate development, including construction and development
of residential projects and more recently, commercial and
retail projects, slum rehabilitation and development,
including clearing slum land and re-housing slum dwellers,
and land development, including development of
infrastructure on land which can be sold to the other property
developers.

HDIL has developed 24 projects covering around 11.3 million
square feet (msf) of saleable area. The Wadhawan group
(including the other group companies) has developed and
delivered 78.7msf of saleable area in the past three decades
of its existence.

Break-up of completed projects

Area (msf)

Residential saleable area 13.7
Commercial saleable area 15.3
Retail area 0.7
Land development area 35.6
Slum rehabilitation scheme area 7.9
Slum rehabilitation housing area 5.5
Total area developed 78.7
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The company's total land reserve comprises 112.1msf of
saleable area to be developed through 32 ongoing or planned
projects. It currently has 21 ongoing projects aggregating
to around 45.5msf of saleable area and additional 11
planned projects in the pipeline. The planned projects have
a saleable area of 66.6msf. The management aims to
complete all the 32 projects over the next five years (by
2012).

Break-up of ongoing and planned projects

Ongoing Planned Total % of
projects projects saleable total

(msf) (msf) area (msf)

Residential          31.2  55.4   86.6 77.2
Commercial              0.1 -    0.1 0.1
Retail           7.7  11.2   19.0 16.9
Slum rehabilitation           6.5 -     6.5 5.7
Total area          45.5  66.6  112.1       100.0

Key positives

Land reserves concentrated in MMR

HDIL has the bulk of its land reserves in the MMR market.
Almost 82.8% (or 92.8msf) of the company's land reserves
are in and around Mumbai, which is the commercial capital
of India and an important real estate market. The land
reserves have been built over the past couple of decades
and the management indicated that the average cost of
the land reserves works out to less than Rs200 per square
feet (sf).

Geographical break-up of land reserves (%)

Consequently, HDIL's average realisation for its total saleable
area is estimated in the range of just Rs2,300-2,350/sf
and would have limited profitability. This is also after
assuming that such a huge supply of constructed area from
a single developer would be absorbed in the Virar/Vasai
area over the next five years (which itself is an uphill task).

Established player in the slum rehabilitation segment

HDIL is an established and leading player in the projects
under the Slum Rehabilitation Scheme (SRS). Under the SRS,
real estate developers are authorised to rehabilitate land
areas owned by the government upon the consent of 70%
of the eligible slum dwellers. The developer constructs
residential units (225sf each) for the slum developers in
the form of multi-storeyed buildings. This results in
significant amount of spare land/area that is available for
the developer in return for providing residential units to
the slum dwellers. In case the spare land is not sufficient,
the government issues transferable development rights
(TDR) that can be used for development in certain areas in
Mumbai or can be sold to a third party.

Though this market segment has a high gestation period
(as it involves building consensus among the slum
developers), it also has high entry barriers and margins.
With around two million slum dwellers in Greater Mumbai
alone, the SRS segment offers a huge opportunity to
companies that specialise in SRS projects. That's not all.
HDIL is well poised to garner a fair share of the proposed
project to redevelop Dharavi (530 acre of slum in the heart
of the city with 6 lakh slum dwellers). The total cost of the
Dharavi project is estimated at around Rs6,000 core.

Other related businesses

HDIL is focusing on tapping the huge potential in related
businesses like hotels, mega structures and special economic
zones (SEZ). It has already got in-principle approval from
the government for setting up a multi-service SEZ at Vasai,
Thane district.

Key concerns

Financial performance driven by sale of TDRs

HDIL's revenue and earnings have grown at compounded
annual growth rates of 331% and 513% respectively over
the two-year period FY2005-07. However, a major portion
of the revenues and earnings has been derived from the
sale of the TDRs and land. On an average, during the past
three years the sale of the TDRs contributed around 70.5%
of the revenues whereas the sale of land constituted 9.9%
of the revenues. Thus, the sale of residential and
commercial units contributed only 20% of the revenues.

Source: Red Herring Prospectus
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On the flip side, HDIL�s land reserves in MMR are
concentrated in the relatively not so lucrative Virar/Vasai
belt (far flung outskirts of Mumbai) where the average
realisations are comparable with any tier-II or even some
of the tier-III cities. For instance, almost 70.5msf (out of
total of 92.8msf in MMR) of its ongoing and planned
residential projects in the Virar/Vasai belt would command
an average realisation of just Rs1,700-1,800/sf. Moreover,
the company also has around 6msf of retail projects in the
Virar/Vasai belt.

Source: Red Herring Prospectus
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The views expressed in this report are our views only and have been arrived at after a thorough analysis of the public
offering details. The note is advisory in nature, but is not a Recommendation under our �Stock Idea� category. It
may/may not be considered as a �Stock Idea� by our analysts at a later date.

Revenue growth driven by sale of TDR and land

Risk of over dependence on Virar/Vasai belt

HDIL proposes to construct over 76msf (almost 68% of land
reserves) of residential units and retail space in the Virar/
Vasai belt over the next five years. This essentially means
that the Virar/Vasai belt would witness supply of around
70,000 residential units (assuming each unit of 1,000sf)
by HDIL alone in the next five years. Even if we assume a
market share of 20% for HDIL, the Virar/Vasai belt would
have to absorb around 3.5 lakh residential units in five
years, which appears to be unviable and anyway such a
huge supply could lead to a severe pressure on the
realisations.
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Valuation

At a price band of Rs430-500 the issue is offered at an 18-
37% premium to its net asset value (NAV) of Rs365 per
share. Though some of the front-line real estate companies
(like Unitech) with pan-India presence, a well-diversified
land bank and business model do command around 20%
premium to their NAVs, we believe the premium is not
justified in case of HDIL. That�s because it is a regional
player and is over-dependent on the not so lucrative Virar/
Vasai belt in MMR.

Fair value of land reserves (figures in Rs crore)

Total saleable area (msf) 112

Average realisation (Rs) 2336
Total revenue 26186
Less: Construction cost 8969
Less: Overheads cost (@5% of revenue) 1047
PBT 16170
Less: Tax 5498
PAT 10673
Discounting rate 14
Average number of years 3
Discounted value of PAT (or implied EV) 7204
Less : Debt 376
Less: Balance payment for land acquisition 144
Less: Advances from customers 512
Add: cash 5.7
Add: IPO proceeds@ Rs500 1485
Equity value (implied market cap) 7662
No of equity shares (post issue) 21
Value per share (Rs) 365

Financials
Profit and Loss  account Rs (cr)

Particulars FY2004 FY2005 FY2006 FY2007

Net sales 5.8 64.9 434.9 1204.2
Other income 1.6 10.0 18.6 20.6
increase/(decrease) in 2.4 -0.1 10.5 11.4
stock in trade
Increase/(decrease) in 150.2 75.5 206.6 836.2
work in progress
Cost of premises capitalised 0.0 37.4 0.1 8.5
as investment
Cost of premises capitalised 1.4 0.0 0.0 15.5
as assets
Total 161.5 187.6 670.6 2096.4
Expenditure 147.4 153.5 518.2 1415.9
PBIDT 14.1 34.1 152.4 680.5
Interest 14.4 16.6 17.6 54.6
Depreciation 0.1 0.1 0.3 0.8
PBT (0.4) 17.3 134.5 625.1
Tax 0.0 2.7 17.0 77.1
PAT (0.4) 14.6 117.5 548.0

Balance sheet Rs (cr)

Particulars FY2004 FY2005 FY2006 FY2007

Share capital 2.0 10.0 50.0 180.0
Reserves -3.5 61.1 136.6 554.2
Miscellaneous expenditure 0.0 -1.4 -1.9
Networth -1.5 71.1 185.2 732.3
Debt 0.7 91.4 196.5 375.7
Deferred liability 0.0 0.3 0.5 0.8
Capital employed -0.8 162.7 382.1 1108.8
Fixed asset 3.1 3.3 5.5 25.1
CWIP 0.0 0.0 1.0 0.3
Goodwill 0.0 0.0 2.9 2.3
Investments 32.6 57.7 108.8 157.8
Net current assets -36.6 101.8 263.9 923.3
Capital deployed -0.8 162.7 382.1 1108.8

Source: Red Herring Prospectus
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Disclaimer
�This document has been prepared by Sharekhan Ltd.(SHAREKHAN) This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed to and may contain
confidential and/or privileged material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited. Kindly note that this document does not constitute an offer or solicitation for
the purchase or sale of any financial instrument or as an official confirmation of any transaction.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report.
The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavour to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries
and associated companies, their directors and employees (�SHAREKHAN 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 SHAREKHAN and affiliates from doing so. We do not represent that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance
only and is not intended to be and must not alone betaken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make
such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult
its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake to advise you as to any change of our
views. Affiliates of Sharekhan may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
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 SHAREKHAN 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.
SHAREKHAN & affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell or may be materially interested in any of the securities mentioned
or related securities. SHAREKHAN may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting any of the foregoing, in no event shall
SHAREKHAN, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. Any comments or statements made herein are those
of the analyst and do not necessarily reflect those of SHAREKHAN.�


