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Unitech (UNTE.BO)

Sell: Strong Quarter — Several Plans in the Cards

Strong profit growth — 3QFYO8 revenues increased 19% yoy to Rs11,421m.
EBITDA margin at 64.3% was flat yoy, but a lower tax rate helped net profit
grow 39% yoy to Rs5,258m.

Sharp QoQ increase in EBITDA margin — EBITDA margin increased to 64% in
3Q from 50% in the previous quarter because of higher proportion of
commercial/retail asset sales.

Additions to landbank — ~2,130 acres added in Mumbai (97 acres), Kolkata
(~1350acres), Chennai (70acres), Hyderabad (350acres), Gr. Noida (150
acres), Goa (103 acres) and Bhubaneshwar (11 acres). This expands Unitech's
scale by ~105m sqg ft and widens its geographic spread, particularly in
Mumbai. We are still to factor this into our NAV estimate.

New developments — 1) Unitech has received LOI (Letter of Intent) for licenses
in 22 circles and has paid ~Rs16.5bn as license fee — we await more details on
spectrum allocation. 2) UCP, the AIM fund, has widened its scope of
investment to include retail/hotels assets — this could provide potential for
Unitech to inject more assets into UCP.

Unitech Office Trust - Plans to transfer 40% stake in 3 IT Park/SEZ assets,
which are partly owned by UCP, to a business trust to be listed in Singapore.
UOT is expected to have an initial portfolio of ~10m sqg ft. However, timing is
still uncertain because of current volatility in markets.

Sell/Medium Risk 3M
Price (31 Jan 08) Rs378.65
Target price Rs314.00
Expected share price return -17.1%
Expected dividend yield 0.1%
Expected total return -17.0%
Market Cap Rs614,691M

US$15,641M
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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) (%) (%)
2006A 841 0.52 152.0 nm nm 36.9 0.0
2007A 13,058 8.04 na 47.1 30.8 115.9 0.1
2008E 16,374 10.09 25.4 37.5 17.1 58.6 0.1
2009E 27,542 16.97 68.2 22.3 9.8 55.7 0.1
2010E 41,908 25.82 52.2 147 5.9 50.0 0.1

Source: Powered by dataCentral

Ashish Jagnanit
+91-22-6631-9861
ashish.jagnani@citi.com

Aditya Narain, CFA?
+91-22-6631-9879
aditya.narain@citi.com

Karishma Solanki®
karishma.solanki@citi.com

See Appendix A-1 for Analyst Certification and important disclosures.

Citi Investment Research 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. Non-US research analysts who have prepared this report are not registered/qualified as research analysts with the NYSE
and/or NASD. Such research analysts may not be associated persons of the member organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule
2711 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

ICitigroup Global Markets India Private Limited




Unitech (UNTE.BO)
31 January 2008

Figure 1. Unitech 3Q and 9-months Earnings Summary (Rs in Millions)

2QFY08  3QFY07  3QFY08 YoY  9mFY07  9mFYO08 YoY

Sales 10,135 9,623 11,421 19% 16,970 30,264 78%
EBITDA 5,071 6,213 7,344 18% 8,423 17,4712 107%
EBITDA Mgn (%) 50.0% 64.6% 64.3% 49.6% 57.7%

Interest 790 458 980  114% 821 2,370 189%
Other Income 508 142 230 62% 638 1,026 61%
Depreciation 30 23 55 134% 54 116 116%
PBT 4,759 5,874 6,539 11% 8,186 16,012 96%
PAT 4,099 3,773 5,232 39% 5,580 12,998  133%
PAT after Minority & Assoc 4,101 3,778 5,258 39% 5,579 13,016 133%

Source: Company Reports, Citi Investment Research

Unitech

Company description

Unitech is one of India's largest, most diversified real estate developers with an
emerging pan-India presence. It enjoys leadership in markets of NCR and
Kolkata. Its core strengths of land acquisition, reputation in building townships
and relationships with governments and customers have enabled it to build a
diversified portfolio. Unitech has a land bank of 12,511 acres with a total
saleable area of ~593m sq ft spread over Chennai (19%), NCR (16%), Kolkata
(16%) and Tier Il cities (44%). Residential projects account for about 77% of
the saleable area, commercial 5%, IT Parks 7% and retail 5%. In addition, it
also has a small presence in power transmission, prefabricated construction,
paving block and ready mix concrete. The promoter family holds a 75% stake
in the company.

Investment strategy

We rate Unitech Sell / Medium Risk (3M) rating with a target price of Rs314.
Our target is based on a 15% premium to our revised NAV estimate of Rs273
per share. Recent efforts to monetize six of its IT parks by selling stakes to a
REIT has provided it with healthy cash flows — and we expect more such
structures going forward, but timing remains uncertain. Additionally, initiatives
to reduce concentration in NCR and introduce new revenue streams from
lease/management fees are positive. However, management's development
plan of ~593mn sq ft is aggressive and does raise execution risks. We forecast
an exponential growth in profitability from FYO7-10E. With stock already
trading at 37% premium significantly higher than our 15% premium, we
believe valuations do not leave any margin for error from potential execution
delays; upsides seem priced in, in our view.

Valuation

Our target price of Rs314 (vs. Rs247.5 earlier) is based on a 15% premium to
our NAV of Rs273.The 15% premium is based on high valuation benchmarks
for Tier-1 developers and recognizing Unitech's - 1) competitive advantage of
large diversified land bank, while peers are still aggregating land 2) dynamic
business model with thrust on recycling capital faster; 3) strong brand
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positioning and proven track record. However, this is lower than the 25%
premium we ascribe to DLF due to its - higher gearing towards commercial
assets, ability to leverage on asset holding company for boosting cash flows
and increased leasing income.Our NAV estimate of Rs273 is based on the
following assumption: a) current market price levels to sustain with no price
inflation; b) development volume of 561m sq ft (~32m sq ft recognized as
revenue up to FYO8) c) all projects undertaken will be completed largely as per
schedule though, we expect risk of delays; d) average cost of capital of 14%;
and e) tax rate of 28%. With stock already trading at a significant premium to
NAV, above our estimate we believe upsides are priced in at current valuations.

Risks

We rate Unitech Medium Risk. Key reasons for Medium Risk rating are: 1) low-
risk/high-return business model 2) pan-India land bank with initiatives to
reduce weightage on NCR 3) relatively healthy cash flows. Main company-
specific risks include: 1) Developments on monetization of retail and hotel
assets similar to IT Parks, could result in healthy cash flows and should
positively drive profitability and valuations 2) any developments providing
higher visibility on execution of large SEZ projects not included in our NAV
estimate is likely to create long-term value 3) Any interest rate reversals, would
positively impact earnings growth assumption. If any of these risk factors plays
out, Unitech's share price is likely to have difficulty attaining our target price.
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Appendix A-1
Analyst Certification

Each research analyst(s), strategist(s) or research associate(s) 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,
strategist or research associate covers in this research report, all of the views expressed by that research analyst, strategist or research associate in this research
report accurately reflect their personal views about those issuer(s) or securities. Each research analyst(s), strategist(s) or research associate(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,
strategist or research associate in this research report.
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Citi Investment Research Ratings Distribution

Data current as of 31 December 2007 Buy Hold Sell
Citi Investment Research Global Fundamental Coverage (3421) 50% 37% 12%
% of companies in each rating category that are investment banking clients 52% 53% 40%

Guide to Fundamental Research Investment Ratings:

Citi Investment Research'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 Citi Investment Research'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 Corporate Bond Research Credit Opinions and Investment Ratings: Citi Investment Research's corporate bond research issuer publications 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 CIR analyst's opinion of the direction of credit fundamentals of the issuer without respect to
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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 Citi Investment Research 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 Citi
Investment Research's expectations for total return, relative return (relative to the performance of relevant Citi bond indices), 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);
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 Citigroup bond market sector index. Performance data for Citi bond indices are updated monthly, are available upon request and can also be
viewed at http://sd.ny.ssmb.com/ using the "Indexes" tab.
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