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Realty Sector  

Bangalore Realty Market Continues To Remain Healthy 

Our interaction with Bangalore-based brokers indicates that absorption in the 
residential segment is strong, but they expect capital appreciation to remain 
muted in 2012. Further, they believe there is slowdown in office leasing as 
occupiers defer space requirement, but select areas like Bangalore East 
(Sarjapur, Whitefield, Outer Ring Road etc.) continue to witness strong 
absorption and may witness marginal capital appreciation due to pick-up in 
commercial activity. We believe Prestige Estates Projects (PEPL) will be a major 
beneficiary with its new project launches and more than 50% of its commercial 
portfolio in these peripheral areas. We expect pre-sales of Bangalore-based 
realty companies in our coverage universe to continue to remain healthy in 
2QFY13 on the back of strong absorption in their projects launched recently.  
We retain our Buy rating on PEPL and Hold rating on Sobha Developers (SDL). 

SDL & PEPL likely to achieve FY13 pre-sales guidance:  In the current quarter, so 
far SDL has launched three new projects totaling 0.92mn sq ft and re-launched its 
Sobha signature luxury residential project as mid-income Sobha Eternia (0.22mn sq 
ft). PEPL has launched its Ferns residency project (Bangalore) totaling 2mn sq ft 
(PEPL share). The projects have been launched at healthy prices and our channel 
checks indicate a good response for the projects. We believe PEPL and SDL are likely 
to meet their FY13 pre-sales guidance of Rs25bn and Rs20bn respectively.  

Residential volume to remain healthy, capital appreciation to halt: Residential 
property prices in Bangalore have gone up by 10-15% over the past six-nine months. 
Unlike other property markets, prices in Bangalore have moved in tandem with growth 
in salary levels over the past three years, thereby making it affordable for end-users. 
Our channel checks with brokers indicate volume to remain healthy but expect halt in 
capital appreciation in the near term. We have factored in a 5% capital appreciation 
YoY from FY13. However, select areas like Bangalore East   (Sarjapur, Whitefield, 
Outer Ring Road etc.) may witness marginal capital appreciation due to pick-up in 
commercial activity. We believe PEPL and SDL will be major beneficiaries with new 
launches like Ferns Residency, Misty Waters and Eternia in the peripheral areas of 
Bangalore East. 

Slowdown in office leasing; absorption driven by Bangalore East: According to 
Cushman & Wakefield, Bangalore has witnessed highest absorption of 3mn sq ft in 
1HCY12 as compared to other cities, but posted a significant decline of 45% YoY. This 
was on account of lack of supply and cautious approach from occupiers, thereby 
deferring space requirement. Our interaction with brokers also indicated slowdown in 
office leasing. However, absorption of Grade A properties in peripheral areas of Outer 
Ring Road, Whitefield & Electronic City continues to remain healthy, accounting for 
more than 75% of total absorption in 1HCY12. PEPL has over 50% of its commercial 
portfolio in these peripheral areas, which will enable the company to evolve as largest 
office space provider in these areas.  
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CMP: Rs121 

Target Price: Rs143 

Upside: 18% 

 

HOLD 

Sobha Developers 

CMP: Rs339 

Target Price: Rs364 

Upside: 7% 
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  CMP 
 

TP NAV 
Discount / (Premium)         

 to NAV 
EPS  

CAGR 
FY14E  

P/E 
FY14E  

RoE 
FY14E  

P/BV 

Y/E March (Rs) Rating (Rs) (Rs/share) (%) FY12-14E (%) (x) (%) (x) 

Prestige Estates 121 Buy 143 177 31.6 104.9 11.5 14.0 1.5 

Sobha Developers 339 Hold 364 455 25.5 26.0 10.2 14.2 1.4 

Source: Company, Nirmal Bang Institutional Equities Research 
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Ratings track - Prestige Estates 

Date Rating Market price (Rs) Target price (Rs) 

9 April 2012 Buy 106 143 

13 April 2012 Buy 120 143 

10 July 2012 Buy 121 143 

1 August 2012 Buy 112 143 

 

Ratings track - Sobha Developers 

Date Rating Market price (Rs) Target price (Rs) 

4 October 2011 Hold 208 227 

10 October 2011 Hold 212 227 

15 November 2011 Hold 226 227 

5 January 2012 Hold 206 227 

11 January 2012 Hold 220 227 

23 January 2012 Sell 246 227 

11 April 2012 Hold 321 354 

13 April 2012 Hold 334 354 

8 May 2012 Hold 320 354 

10 July 2012 Hold 327 354 

8 August 2012 Hold 362 364 
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Disclaimer 
 
Stock Ratings Absolute Returns 

BUY  > 15% 

HOLD  0-15% 

SELL  < 0% 

This report is published by Nirmal Bang’s Institutional Equities Research desk. Nirmal Bang has other business units with independent research teams separated by 
Chinese walls, and therefore may, at times, have different or contrary views on stocks and markets. This report is for the personal information of the authorised 
recipient and is not for public distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information 
for the clients of Nirmal Bang Equities Pvt. Ltd., a division of Nirmal Bang, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.  
 
We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates to current and historical 
information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date appearing in the material and may be 
subject to change from time to time without notice. 
 
Nirmal Bang or any persons connected with it do not accept any liability arising from the use of this document or the information contained therein. The recipients of 
this material should rely on their own judgment and take their own professional advice before acting on this information. Nirmal Bang or any of its connected persons 
including its directors or subsidiaries or associates or employees or agents shall not be in any way responsible for any loss or damage that may arise to any person/s 
from any inadvertent error in the information contained, views and opinions expressed in this publication. 
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