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Strong loan sanctions a lead indicator

Event

= Property companies shall report June quarter results shortly. We expect a
modest profits growth of mid teens. In sharp contrast, HDFC, India’s second-
largest home loan lender (1/5™ market share) reported a strong growth of
~60% YoY in individual dispersals and approvals during 1Q FY11. As
sanctions are a one-quarter lead indicator, this suggests that despite a sharp
increase in property prices, residential volumes are expected to remain
strong, at least in the near term. We believe that Unitech, DLF and Sobha
Developers are well positioned on strong residential demand.

Impact

= Residential volumes still going strong. Robust home loan growth numbers
by the bigger lenders suggest that volume growth is still going strong. In
1QFY10, overall approvals and disbursals for HDFC grew 30% YoY (23%
YoY in 1QFY09) and 25% YoY (20% YoY), respectively. Individual sanctions
and disbursements, which account for around two-thirds of HDFC'’s total
sanctions and disbursements, have grown at a robust pace of ~60% YoY (Fig
1). The strong growth momentum is primarily attributed to a lower base,
combined with inherent demand and attractive home loan rate schemes.

= Extended discount rate schemes providing boost. Extension of attractive
home loan rate schemes, coupled with aggressive promotions from lenders,
are one of the major driving factors for home loan growth. Most of the larger
lenders have extended discounted home loan rate schemes until Sep 2010
from Jun 2010. First-year home loan rate have come down to 8-8.75%,
compared to around 11-13% in 2008 (Fig 2). We also believe that interest rate
tightening should have incremental impact on home loan rates; lenders have
clearly suggested that they are in no hurry to increase them in the near term.

= Price rises could temper growth. With residential demand coming back on
track, we have witnessed some steep property price rises in some markets.
Average price appreciation in the Mumbai market has been 20-25% in just
one year, with some micro markets and projects witnessing rises of over 50%
(Fig 3). However, the Bangalore and Chennai markets have seen rises of less
than 10%. Except for the Mumbai market, where prices have moved too fast
too soon; we believe residential volume growth should remain intact in most
other big cities, provided prices do not move significantly from here on.

= Service tax implementation increases the burden. From 1% July 2010,
home buyers need to pay 2.58% extra due to implementation of a service tax
on under-construction home transactions. Though this would increase the
burden for the end-users and make ready possession and second-home
transactions more attractive, we do not see it as a major deterrent for under-
construction sales. This is because under-construction transactions occur at
rates 10-30% cheaper than ready-possession houses.

Outlook

= Attractive home loan rate schemes, combined with strong inherent residential
demand should support volume growth. We believe Unitech, DLF and Sobha
Developers are positioned to take advantage of strong residential demand.

Please refer to the important disclosures and analyst certification on inside back cover of this document, or on our

website www.macguarie.com.au/research/disclosures.
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Residential volumes still going strong

Robust home loan growth numbers by larger lenders suggest that volume growth is still going strong.
In 1QFY10, overall sanctions and disbursals for HDFC grew 30% YoY (23% YoY in 1QFY09) and
25% YoY (20% YoY), respectively. Individual sanctions and disbursements, which account for
around two-thirds of total sanctions and disbursements at HDFC, have grown at a robust pace of
~60% YoY. The strong growth momentum is primarily attributed to a lower base, combined with
inherent demand and attractive home loan rate schemes.

Fig 1 Loan growth going strong for HDFC, second-largest home loan lender
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Extended discount rate schemes providing boost

Extension of attractive home loan rate schemes, coupled with aggressive promotions from lenders,
are one of the major driving factors for home loan growth. Most of the bigger lenders have extended
the discounted home loan rate schemes until September 2010 from June 2010. Home loan rates for
first two years have come down to 8-8.75% compared to around 11-13% in 2008. We also believe
that interest rate tightening should have limited and gradual rather than simultaneous impact on
home loan rates, as the lenders have clearly suggested that they are in no hurry to increase the
home loan rates in the near term.

Fig 2 Attractive home loan rates boosting demand
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Fig 4 DLF - Geographical mix of area launched in

FY10

Price rises could spoil the party in some markets

With residential demand coming back on track, we have witnessed some steep rise in property prices
in some markets. Average price appreciation in the Mumbai market has been 20-25% in just one
year, with some micro markets and projects witnessing price rises of over 50%. However, the
Bangalore and Chennai markets have seen price rises of less than 10%. We believe that, except for
the Mumbai market, where prices have moved too fast too soon; residential volume growth should
remain intact in most of the other big cities, provided prices do not move significantly from here on.

Fig 3 Mumbai property price index
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DLF, Unitech and Sobha remains preferred play on strong residential
demand

Attractive home loan rate schemes, combined with strong inherent residential demand, should
support volume growth. We believe Unitech, DLF and Sobha Developers are positioned to take
advantage of strong residential demand.

Fig 5 DLF product mix —under construction
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Important disclosures:

Recommendation definitions

Macquarie - Australia/New Zealand

Outperform — return >3% in excess of benchmark return
Neutral — return within 3% of benchmark return
Underperform — return >3% below benchmark return

Benchmark return is determined by long term nominal
GDP growth plus 12 month forward market dividend
yield

Macquarie — Asia/Europe

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie First South - South Africa
Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie - Canada

Outperform — return >5% in excess of benchmark return
Neutral — return within 5% of benchmark return
Underperform — return >5% below benchmark return

Macquarie - USA

Outperform (Buy) — return >5% in excess of Russell
3000 index return

Neutral (Hold) — return within 5% of Russell 3000 index
return

Underperform (Sell)— return >5% below Russell 3000
index return

Volatility index definition*

This is calculated from the volatility of historical
price movements.

Very high-highest risk — Stock should be
expected to move up or down 60-100% in a year
— investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors should
be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30—40% in a year.

Low—medium — stock should be expected to
move up or down at least 25-30% in a year.

Low — stock should be expected to move up or
down at least 15-25% in a year.
* Applicable to Australian/NZ/Canada stocks only

Recommendations — 12 months
Note: Quant recommendations may differ from
Fundamental Analyst recommendations

Recommendation proportions — For quarter ending 30 June 2010

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals, property
revals, appraisal value uplift, preference dividends &
minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit /average
total assets

ROE = adjusted net profit / average shareholders funds
Gross cashflow = adjusted net profit + depreciation
*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed stocks
are modelled under IFRS (International Financial
Reporting Standards).

AU/NZ Asia RSA USA CA EUR
Outperform 50.55% 64.29% 54.41% 45.63% 65.08% 50.26% (for US coverage by MCUSA, 4.58% of stocks covered are investment banking clients)
Neutral 35.16% 17.15% 38.24% 47.91% 30.69%  35.16% (for US coverage by MCUSA, 5.56% of stocks covered are investment banking clients)
Underperform 14.29% 18.56%  7.35% 6.46% 4.23% 14.58% (for US coverage by MCUSA, 0.00% of stocks covered are investment banking clients)
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