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UCP: Interim financials and leasing 
update (Sep-10) 
 Sep-10 
Portfolio value (UCP’s stake 
(£MM)) 

171.4 

NAV (pence) 50.0 
Under construction 
(superstructure in place) 

5 msf 

Operational and leased 2.2 msf 
Lease commitments          3.3 msf 
Source: Company 

UCP hosted a conference call today to discuss the operational performance 
for Sep-Q. Key takeaways: 

1. Reported Sep-10 NAV/share of 50p was down 31% over Mar-10. 
The decline is primarily on account of a change in valuation 
methodology. The new methodology uses: 1) DCF for committed 
leases; 2) Land value for undeveloped projects (~Rs440psf); and 3) 
under construction projects (not leased) on cost basis (~Rs1,740psf). 
This is against a full DLF method used earlier.  Cap rates used are at 
11.5-12% and WACC varies between 15 and 17.5%. This, in our view, 
is a bit too conservative. UCP’s stake in the overall portfolio (21.4msf) 
is currently valued at £171.4M, down 38% since Mar-10. Refer to the 
table below for valuation details. 

2. Leasing yet to pick up substantially – The company currently has 
lease commitments in place for 3.3msf, or 66% of its ongoing portfolio 
of 5msf. Of the total lease commitments, 2.2msf of office space is 
already leased and operational; while the remaining 1.1msf is expected 
to be operational over the next 12 months. Overall, this has potential to 
generate an annualized rental of £17m (UCP stake-£10.2mm), 
assuming an average rent of Rs30psf pm. In 1HFY11, the company 
generated rental income of £6.5m. 

3. Net cash (£30M as of Sep-10) has come down by £8m since Mar-10 
primarily due to construction financing of its ongoing portfolio. 
Construction spend for 1HFY11 stood at £11.2m (cumulative spend of 
£117.5m). While UCP has already completed 3.5msf of space or ~80% 
of ongoing projects; buildout of future projects remains on hold and 
will be taken up depending on the progress of leasing activity.   

4. Management commentary remains cautious on demand outlook, 
given oversupply concerns and slow leasing progress on its projects. 
However, this is surprisingly at odds with other commercial developers 
(DLF/Raheja) who are witnessing strong leasing momentum and are 
guiding to an improving outlook. While leasing for UCP too has picked 
up at the margin (0.9msf leased in 1HFY11), it still remains slow 
relative to the overall market. Among the key markets, leasing in 
Gurgaon is progressing well (0.7msf leased in 1H); however, it remains 
considerably slow in Noida/Kolkta (0.2msf leased in 1H).   

5. UCP’s board has rejected Unitech’s proposal for an open offer at 31p; 
however, management indicated that they are open to looking at other 
means of asset monetization or any revised offer from Unitech.    

Table 1: UCP: Portfolio valuation (Sep-10) 
  Value (GPB MM) Area (msf) Comments 
Already constructed and leased out 
portion Income approach - DCF 84 3.3 Implies an average rental of Rs30psf pm 
Already constructed/under construction 
portion 

Cost approach- Land and 
building method 25.3 1.7 Implied value of Rs1740psf (includes land value + 

construction cost incurred) 
Land without construction Market approach - land 

comparison approach 62.1 16.4 Implies land value of Rs440 psf 

Source: Company reports and J.P. Morgan   
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Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Beneficial Ownership (1% or more): J.P. Morgan beneficially owns 1% or more of a class of common equity securities of Unitech 
Ltd.  

• Client of the Firm: Unitech Ltd is or was in the past 12 months a client of JPM.  

 

0

160

320

480

640

800

960

Price(Rs)

Sep
06

Jun
07

Mar
08

Dec
08

Sep
09

Jun
10

  

Unitech Ltd (UNTE.BO)  Price Chart

OW Rs102

OW Rs175 OW Rs105 OW Rs91

OW Rs350 OW Rs330OW Rs75 OW Rs48 OW Rs120 OW Rs96 N Rs85

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it
over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(Rs) 

Price Target 
(Rs) 

01-Aug-07 OW 257.18 350.00 
18-Jun-08 OW 200.25 330.00 
21-Jul-08 OW 149.20 175.00 
02-Nov-08 OW 48.05 75.00 
17-Apr-09 OW 43.35 48.00 
25-Jun-09 OW 82.05 105.00 
28-Jun-09 OW 85.30 102.00 
01-Nov-09 OW 74.70 120.00 
30-May-10 OW 73.50 96.00 
01-Jun-10 OW 69.00 91.00 
15-Nov-10 N 79.45 85.00 

 

Explanation of Equity Research Ratings and Analyst(s) Coverage Universe:   
J.P. Morgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] J.P. Morgan Cazenove’s UK Small/Mid-Cap dedicated research 
analysts use the same rating categories; however, each stock’s expected total return is compared to the expected total return of the FTSE 
All Share Index, not to those analysts’ coverage universe. A list of these analysts is available on request. The analyst or analyst’s team’s 
coverage universe is the sector and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying 
analyst(s) coverage universe.  
  

  

Coverage Universe: Saurabh Kumar: Ascendas India Trust (AINT.SI), DB Realty (DBRL.BO), DLF Limited (DLF.BO), 
Housing Development and Infrastructure Ltd. (HDIL) (HDIL.BO), Indiabulls Real Estate (INRL.BO), Indian Hotels 
(IHTL.BO), Ishaan Real Estate Plc (ISH.L), Oberoi Realty (OEBO.BO), Sobha Developers (SOBH.BO), Unitech Ltd 
(UNTE.BO) 
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J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2010 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

J.P. Morgan Global Equity Research Coverage 46% 42% 12% 
    IB clients* 53% 50% 38% 
JPMS Equity Research Coverage 43% 49% 8% 
    IB clients* 71% 63% 59% 

*Percentage of investment banking clients in each rating category. 
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent company-specific research report for an analysis of valuation methodology and risks on 
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on 
the front of this note or your J.P. Morgan representative.  

Analysts’ Compensation:  The equity research analysts responsible for the preparation of this report receive compensation based upon 
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking.  

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of JPMS, are not registered/qualified as research analysts under FINRA/NYSE rules, may not be associated persons of JPMS, 
and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account.  

Other Disclosures 
 

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a 
marketing name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. 
and its subsidiaries.  
  

Options related research: If the information contained herein regards options related research, such information is available only to persons who 
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of 
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at 
http://www.optionsclearing.com/publications/risks/riskstoc.pdf.  
  

Legal Entities Disclosures   
U.S.: JPMS is a member of NYSE, FINRA and SIPC.  J.P. Morgan Futures Inc. is a member of the NFA. JPMorgan Chase Bank, N.A. is a 
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2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg 
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated 
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, 
Seoul Branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS 
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) is a 
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of India Limited (SEBI Registration Number - INB 230675231/INF 230675231/INE 230675231) and Bombay Stock Exchange Limited (SEBI 
Registration Number - INB010675237/INB010675237) and is regulated by Securities and Exchange Board of India. Thailand: JPMorgan 
Securities (Thailand) Limited is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and 
Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the 
BAPEPAM LK. Philippines: J.P. Morgan Securities Philippines Inc. is a member of the Philippine Stock Exchange and is regulated by the 
Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the 
Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is a member of the Mexican Stock 
Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission. Singapore: This material is 
issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P) 020/01/2010 and Co. Reg. No.: 
199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the Monetary Authority of Singapore 
(MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. Malaysia: This material is 
issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a Participating Organization of Bursa 
Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in Malaysia. Pakistan: J. P. Morgan 
Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. 
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Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) to carry out 
dealing as an agent, arranging, advising and custody, with respect to securities business under licence number 35-07079 and its registered address 
is at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi Arabia. Dubai: JPMorgan Chase 
Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is Dubai International 
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Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by 
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPMSL's policies for managing conflicts of interest arising 
as a result of publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain 
such a policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services 
and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be 
acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only 
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons 
regarded as professional investors (or equivalent) in their home jurisdiction. Australia:  This material is issued and distributed by JPMSAL in 
Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must not 
distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms 
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Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any 
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