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Phoenix Mills (PHOE.BO)

FY10: Healthy Top-Line Growth Kicks In; Higher Overheads Impact
Bottom Line

Strong operational performance — 4QFY10 revenues and EBITDA recorded 63%
and 78% growth YoY; PAT grew by 14% YoY and 54% QoQ. FY10 revenues grew a
healthy 29%, while PAT declined 25%. 4Q demonstrates the numbers we are
expecting going into FY11 once High Street gets completely operational.

Progress on Market Cities — Largely on track (but for Kurla where 35% leased at
Rs 95/sf avg), with anchors in place for all. Handover of space to retailers for fit-
outs to happen by Jun10in Kurla and Pune. Leasing is encouraging in Pune (64 %
at Rs 60/sf avg), Bangalore (32% at Rs 60/sf avg) & Chennai.

Update on other SPVs — 1) Shangri-La soft launch expected in Jan-11, will
commence operations with 200 of 414 rooms; bal. to be thrown open in 5-6 mths
of launch 2) EWDPL’s Treasure Bazaar at Nanded (0.25msf) opened in Jan10 3)
BARE’s 15t mall Phoenix United, Lucknow (0.36msf) to get operational in May10.

Few highlights from Conf Call — 1) Kurla’'s office block (0.9msf) launched to
investor community, discussions underway. 2) While applications have been made
seeking additional FSI, currently Ph-1V plans include 0.25msf of comm. & retail. If
approval comes through, incremental construction would come above the planned
structure to use additional FSI. 3) Renewal of 0.2msf in next 1.5 yrs- 75% are
anchor tenants where rentals expected to rise to ~Rs 130/sf vs. current Rs 70/sf.

Maintain Buy — We believe High Street Phoenix earnings momentum will continue
to drive near-term investor interest. With retail footfalls picking up, we expect good
response to upcoming malls starting 2HFY11. Stock triggers- 1) faster revival in
retail sales growth and 2) potential FSI increase in Phase-IV. Valuations look
attractive at ~34% disc to NAV of Rs324.

Equity o

Buy/Medium Risk mm
Price (30 Apr 10) Rs212.35
Target price Rs265.00
Expected share price return 24.8%
Expected dividend yield 0.0%
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Statistical Abstract

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield
31 Mar (RsM) (Rs) (%) (x) (x) (%) (%)
2008A 428 3.15 -90.4 67.4 2.2 6.2 0.5
2009A 766 5.29 67.8 40.1 2.0 5.5 0.5
2010E 838 5.79 9.4 36.7 1.9 5.4 0.0
2011E 1,286 8.88 53.4 23.9 1.8 1.1 0.5
2012E 1,896 13.09 47.5 16.2 1.6 10.4 0.6

Source: Powered by dataCentral
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Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports.
As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a
single factor in making their investment decision.
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Fiscal year end 31-Mar 2008 2009 2010E 2011E 2012E
Valuation Ratios
P/E adjusted (x) 67.4 40.1 36.7 23.9 16.2
P/E reported (x) 67.4 40.1 36.7 23.9 16.2
P/BV (x) 2.2 2.0 1.9 1.8 1.6
Dividend yield (%) 0.5 0.5 0.0 0.5 0.6
Per Share Data (Rs)
EPS adjusted 3.15 5.29 5.79 8.88 13.09
EPS reported 3.15 5.29 5.79 8.88 13.09
BVPS 94.68 104.58 110.36 119.24 132.33
NAVps ordinary na na na na na
DPS 1.00 1.00 0.00 1.00 1.25
Profit & Loss (RsM)
Net operating income (NOI) 501 602 993 1,701 1,850
G&A expenses 0 0 0 0 0
Other Operating items -76 -93 -117 -201 259
EBIT including associates 425 508 871 1,500 2,109
Non-oper./net int./except. 196 448 212 213 253
Pre-tax profit 620 957 1,089 1,713 2,362
Tax -192 -190 -250 -427 -464
Extraord./Min. Int./Pref. Div. 0 -1 -1 -1 -1
Reported net income 428 166 838 1,286 1,896
Adjusted earnings 428 766 838 1,286 1,896
Adjusted EBIT 425 508 871 1,500 1,632
Adjusted EBITDA 501 602 993 1,701 1,850
Growth Rates (%)
NOI -30.1 20.2 65.0 71.2 8.8
EBIT adjusted -34.0 19.7 72.4 71.1 8.8
EPS adjusted -90.4 67.8 9.4 53.4 47.5
Cash Flow (RsM)
Operating cash flow 233 514 1,929 1,213 2,452
Depreciation/amortization 76 93 117 200 218
Net working capital -109 71 443 -919 -667
Investing cash flow -13,846 -2,021 -2,649 -3,302 -2,193
Capital expenditure -12,890 -2,561 -2,251 -2,476 -1,650
Acquisitions/disposals 0 0 0 0 0
Financing cash flow 13,561 3,402 613 2,146 -865
Borrowings -1,460 3,386 613 2,290 -684
Dividends paid -94 -167 0 -145 -181
Change in cash -52 1,888 -108 57 -606
Balance Sheet (RsM)
Total assets 18,968 24,300 26,525 31,046 32,615
Cash & cash equivalent 22 1,910 1,802 1,857 1,250
Net fixed assets 8,326 13,423 15,558 17,833 19,265
Total liabilities 5,311 1,034 1,890 10,625 9,475
For further data queries on Citi's full coverage universe Total Debt 3,048 5,452 6,064 8,354 7,671
please contact CIR Data Services Asia Pacific at Shareholders' funds 13,658 17,266 18,635 20,421 23,139
CIRDataServicesAsiaPacific@citi.com or +852-2501-
2791 Profitability/Solvency Ratios
EBIT margin adjusted (%) 51.7 51.0 67.7 71.1 711
ROE adjusted (%) 6.2 5.5 5.4 1.7 10.4
(apowemd . ROA adjusted (%) 3.6 35 3.3 45 6.0
: Net debt to equity (%) 22.2 20.5 229 31.8 21.1
dataCentral Interest coverage (x) 113 11.0 136 17.0 20.1
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Figure 1. Phoenix Mills Ltd: Q4FY10 and FY10 Earnings Summary

40FY09
Revenues 2115
Operating Expenses 100.0
EBITDA 111.5
EBITDA Margin 52.7%
Other Income 99.2
Interest 23.5
Depreciation 25.7
PBT 161.5
Tax 23.8
% Tax 15%
PAT 137.7

4QFY10
344.7
146.7
198.0
57.4%
57.6
35.1
59.1
161.5
4.4
3%
157.0

YoY Qo0 FY10 YoY Comments
63% 14% 1158.3 28.5% Palladium Revenue begins to kick in
412.4
78% 12% 745.9 23.9%
64.4%
-42% 22% 2402  -51.8%
49% 12% 85.5 72.9% Higher interest exp & depreciation charged to P/L which was
130% 162.6 94.2% earlier getting capitalized for Palladium + parking.
0% 15% 738.0  -23.7%
-81% -88% 1504  -19.0%
20%
14% 54% 587.6  -24.9%

Source: Company Reports and Citi Investment Research and Analysis

Phoenix Mills

Company description

Phoenix Mills, listed on the BSE in 1959, is a leading Indian developer of large-
format retail-led mixed use developments. It began operations as a textile
manufacturing company in 1905 on 17.3 acres of land in Lower Parel,
Mumbai. In 1987, it largely exited the textile sector and entered into the
booming real estate market in Mumbai. High Street Phoenix was the first
consumption centre developed by the Phoenix Group, on its textile mill
property in Lower Parel, which has itself become a destination in Mumbai
(though still under expansion), covering >3.0 msf of space housing retail,
entertainment, commercial and residential complexes with car parking. Over
the last few years, PML has spread its wings across Tier I, Il and Il cities in
India, by entering into JVs with established regional players and bringing in
strategic investors to support the growth of its asset-heavy model. The
company is controlled and managed by the Ruia Group, which owns a 66%
stake.

Investment strategy

We rate Phoenix Mills Buy/Medium Risk, with a target price of Rs265. We see it
evolving as a leading developer/owner of large-format retail malls and hotel
assets with a pan-India presence. It differentiates itself by its prime-location
assets across key cities like Mumbai, Chennai, Bangalore, Pune; unique asset-
holding associate/subsidiary ownership model; steady cash flows; near-term
execution visibility; and a de-leveraged balance sheet. It has plans to develop
~29msf, having an economic interest of ~10.9msf, with a focus on retail malls
(74% of GNAV) and hotels. Furthermore, the flagship HSP property is a
landmark in Lower Parel, South Mumbai and we regard it as a cash cow which
will drive an earnings CAGR of 33% over FY10-12E. Taking HSP as a
benchmark, Phoenix is looking to create similar value through its ‘Market City'
projects, positioned as consumption centres. Most will be in operation over the
next 1-2 years and risks are shared with other partners, and we see this as a
big opportunity. Additionally, likely NAV upside from increased FSI in HSP
Phase IV and the revenue-sharing model are potential stock re-rating catalysts.
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Valuation

Our target price of Rs265 is at an 18% discount to our Mar10 NAV of Rs324.
This is based on a combination of rental yield for HSP and NAV-method for
under-development assets. The lower discount (vs. 25-35% ascribed to tier-II
peers) is a combination of: 1) strong rental annuity and de-leveraged balance
sheet; 2) near-term execution visibility of Market City; and 3) likely delays for
EWPDL, BARE and hospitality projects. Our NAV estimate of Rs324 is based on
the following assumptions: 1) Rs164 per share for High Street Phoenix using a
rental yield model with 10% cap-rate, 4% terminal growth; and Phase IV land
(0.25msf) valued at Rs8000/sf; 2) 3.8 msf economic interest in Market City
projects (ex-hotels); 3) 5.1 msf economic interest in EWPDL & BARE project;
and 4) Rs15-20mn capital cost per room for ~1,000 rooms following its 75%
stake in the hospitality venture. This apart, we have factored in: a) total
consolidated debt of Rs8.55bn adjusted for Rs2.2bn of cash; b) cost of capital
of 13%; and c) a tax rate of 25%.

Risks

We rate Phoenix Mills as Medium Risk. This differs from the High Risk rating
assigned by our quantitative risk rating system (which measures the stock's
volatility over a 260-day period). Our key reasons are: 1) Relatively stable and
healthy cash flows with near-term visibility; 2) strong asset portfolio of
strategically located land parcels, fully paid for; and 3) de-risked business
model and de-leveraged balance sheet. However, the main downside risks to
our investment thesis and target price include: 1) concentration in the retail
and hospitality segment, which hasn't yet recovered post downturn, and where
risk of excess supply over the next 2-3 years is high; 2) any leasing/footfall
disappointment on the launch of forthcoming projects will likely prove
detrimental to the company's reputation built on HSP and our valuation
assumptions; 3) relationships with strategic investors are critical as they have
an impact on the liquidity and execution plans of PML and hence on our
valuations; 4) a rapidly changing property market environment could lead to
property price-demand risks, regulatory risks and potential supply risks.
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Appendix A-1
Analyst Certification

The research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers in this research
report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. The research analyst(s) also
certify 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 research report.
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Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Phoenix Mills 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: Phoenix Mills.

Rohini Malkani has in the past worked with the India government or its divisions in her personal capacity.

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 31 Mar 2010 Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 51% 36% 14%
% of companies in each rating category that are investment banking clients 48% 46% 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.

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.

Guide to Citi Investment Research & Analysis (CIRA) Corporate Bond Research Credit Opinions and Investment Ratings: CIRA's corporate bond research issuer publications
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include a fundamental credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding
the credit risk of the company featured in the report. The fundamental credit opinion reflects the CIRA analyst's opinion of the direction of credit fundamentals of the issuer
without respect to securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public
debt ratings companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix:
Low Risk Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative
Risk Mid Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by CIRA will also include investment ratings on specific
issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of CIRA's expectations for
total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight the bond is expected
to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated
monthly and can be viewed at https:/fidirect.citigroup.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in line with the relevant Citigroup
bond market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes.
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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.)
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regulated by Monetary Authority of Singapore. Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number
2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange
South Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers in South
Africa. The Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 29 Jose Ortega Y
Gassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd., which is regulated by
Securities & Futures Bureau. No portion of the report may be reproduced or quoted in Taiwan by the press or any other person. No. 1, Songzhi Road, Taipei 110, Taiwan.
The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand. 18/F,
22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is regulated by
Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the "Materials") are
communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and
regulated by the Dubai Financial Services Authority ("DFSA" to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail
Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector covered is made available on request. Financial
products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties. The Product is made available in
United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. This material may relate to investments or services
of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in
respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets
Inc, which is regulated by FINRA and the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority. Many European regulators require
that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment
research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com. Compensation of equity research analysts is determined by equity research
management and Citigroup's senior management and is not linked to specific transactions or recommendations. The Product may have been distributed simultaneously, in
multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to be construed as providing investment services in any jurisdiction where
the provision of such services would not be permitted. Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in
price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could
equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation
may be subject to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared without taking
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account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of
the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to obtain the relevant
offer document for the product and consider it before making a decision as to whether to purchase the product.

© 2010 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division and service mark of Citigroup Global Markets Inc. and its affiliates and is used and
registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and its affiliates and are used and registered throughout
the world. All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information
and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to,
computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose
with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, 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. MSCI, Morgan Stanley Capital International and the MSCI indexes are services
marks of MSCI and its affiliates. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm
accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of
the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site does
not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the
Firm shall have no liability arising out of, or in connection with, any such referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST




	Phoenix Mills
	Company description
	Investment strategy
	Valuation
	Risks


