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Market Cap Rs349bn/US$6.4bn Year to Mar FY11 FY12 FY13E FY14E
Reuters/Bloomberg DLF.BO/DLFU IN Revenue (Rs mn) 95,606 96,294 110,173 122,052
Shares Outstanding (mn) 1,697 Net Income (Rs mn) 16,397 12,263 14,930 18,386
52-week Range (Rs) 258/175 EPS (Rs) 9.7 7.2 8.8 10.8
Free Float (%) 21.4 % Chg YoY (9.9) (25.2) 21.7 23.1
FII (%) 15.9 P/E (x) 21.3 28.5 23.4 19.0
Daily Volume (US$'000) 24,174 CEPS (Rs) 13.4 11.3 12.9 15.3
Absolute Return 3m (%) (5.6) EV/E (x) 15.9 14.8 12.6 11.1
Absolute Return 12m (%) (8.0) Dividend Yield 1.2  1.2 1.2 1.2 
Sensex Return 3m (%) 5.9 RoCE (%) 5.7  5.8 6.1 6.6 
Sensex Return 12m (%) 9.1 RoE (%) 6.6  4.9 5.8 6.8 

DLF REDUCE
 Maintained
Dismal quarter, positive commentary Rs206
Reason for report: Q2FY13 results review 

 

Equity Research 
November 15, 2012 
BSE Sensex: 18670 

Real Estate 
Target price Rs209 

Earnings revision 
(%) FY13E FY14E 
Sales ↓  0.2 ↓  0.2 
EBITDA ↓  0.3 ↓  0.3 
EPS ↓  6.1 ↓  5.8 

 
 

Shareholding pattern 

 
Mar 
’12 

Jun 
’12 

Sep 
’12 

Promoters 78.6 78.6 78.6 
Institutional  
investors 15.8 15.9 16.4 
  MFs and UTI 0.0 0.0 0.3 
  Insurance Cos, 

Banks, FIs 0.3 0.3 0.2 
  FIIs 15.5 15.6 15.9 
Others 5.6 5.5 5.0 

Source: www.nseindia.com 
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Shaleen Silori 
shaleen.silori@icicisecurities.com 
+91 22 6637 7188 

The Q2FY13 headline numbers of DLF are disappointing and below estimates with 
EBITDA at Rs7.5bn (down 30% QoQ) and PAT at Rs1.4bn (down 53% QoQ). 
EBITDA margin declined sharply to 36.6% in Q2FY13 from 48.6% in Q1FY13
primarily led by cost overrun in projects reaching completion. Operationally, 
things continue to remain sluggish for DLF with no incremental launches in the 
quarter. The company registered sales of 1.6mn sqft in Q2FY13 (H1FY13 sales at 
~3mn sqft). The commercial segment continued to remain listless with net 
addition of 0.24mn sqft in Q2FY13. Quarterly annuity income came in at Rs4.8bn 
(Rs4bn in rental income). Asset sales for FY13 stood at Rs31.3bn (NTC Mill land at 
Rs27.3bn) and the company has guided that Aman Resorts and wind power 
assets are nearing final stage and likely to be concluded in H2FY13. Net debt 
increased by Rs5.4bn to Rs232bn for the quarter.  
We believe it would be difficult for DLF to meet the sales growth guidance of 
~25% in value terms for FY13 unless it significantly ramps up its launch pipeline 
and is able to launch the entire 10mn sqft of launches planned in H2FY13. 
Operating cash flow continues to remain weak, which we believe is unlikely to 
improve in the near term. Though we expect incremental large ticket size asset 
sales would enable DLF to deleverage its balance sheet, we believe the focus will 
now shift to operating performance where the company has lagged for the past 
couple of quarters. We expect the operating cash flow profile might improve by 
H1FY14, however, revenue recognition of newly-launched projects will only hit the 
P&L by H2FY14/H1FY15. Further, the commercial segment which contributes 
~53% to the NAV continues to lag and remain a cause for concern. We maintain 
REDUCE on DLF.  

 Operationally a weak quarter: The sales momentum declined from the average of 
~3mn sqft/qtr in FY12 to ~1.6mn sqft in Q2FY13 and ~1.3mn sqft in Q1FY13. Where 
other developers recorded peak sales in H1FY13, DLF was unable to launch any 
project in H1FY13 and recorded dismal sales. Sales in Gurgaon declined further to 
0.4mn sqft, super metros accounted for 0.12mn sqft and other cities contributed the 
remaining sales. The commercial segment continued to slide, with net leasing of 
0.24mn sqft. We remain concerned about the continued pressure on the commercial
segment given the segment contributes 53% to DLF’s NAV. Prolonged delay in 
launches and weakness in the commercial segment can negatively impact the NAV. 

 Operating cash flow still weak: DLF generated free cash flow of Rs5.3bn in 
Q2FY13 (including asset sale realisation of Rs5.6bn) against an interest outgo of 
Rs7.3bn. Though we believe the sale of NTC Mill land has brought the net debt 
down to Rs21.2bn (as of November 2011), sluggish sales volume in H1FY13 could 
pressurise the operating cash flow in the coming quarters.    
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• Delayed launches to hurt cash flow, Maintain REDUCE: H2FY13 earnings and 
cash flow will be dominated largely by monetisation of NTC Mill land and Aman 
Resorts, however, the core earnings and cash flow adjusting for these 
monetisation will remain lethargic during the same period (this could be the focus 
area for the coming quarters). Pickup in core cash flow will happen only by 
Q4FY13, leading to H1FY14 and P&L impact of the new launches will be 
witnessed only by H2FY14. We believe DLF has marginally missed out on the 
pent-up demand in the National Capital Region (NCR), which other developers 
(local as well as new players) managed to capitalise (Godrej Properties sold ~1mn 
sqft with sales value of ~Rs6bn in Q2FY13). We maintain REDUCE on DLF with 
price target of Rs209/share. 

 

Q2FY13 earnings review 

The Q2FY13 headline numbers of DLF were disappointing and below estimates. 
EBITDA came in at Rs7.5bn (down 30% QoQ) and PAT at Rs1.4bn (down 53% QoQ). 
EBITDA margin declined sharply to 36.6% in Q2FY13 from 48.6% in Q1FY13 mainly 
led by cost overrun in projects nearing completion. Operationally, things continue to 
remain sluggish for the company with no incremental launches in the quarter. The 
company registered sales of 1.6mn sqft in Q2FY13 (H1FY13 at ~3mn sqft). The 
commercial segment continued to remain sluggish with net addition of 0.24mn sqft in 
Q2FY13. Quarterly annuity income came in at Rs4.8bn (Rs4bn in rental income). 
Asset sales for FY13 stood at Rs31.3bn (NTC Mill land at Rs27.3bn) and the company 
has guided that Aman Resorts and wind power assets are at a pre-closing diligence 
stage and likely to be concluded in H2FY13. The net debt for the quarter increased by 
Rs5.4bn to Rs232bn.  

Table 1: Q2FY13 earnings review 
(Rs mn, year ending March 31) 

  Q2FY13 Q2FY12 % chg  
(YoY) 

Q1FY13 % chg 
(QoQ)

Net Sales  20,395 25,324              (19) 21,977                (7)
Other operating income - - - - -
Total Operating income 20,395 25,324              (19) 21,977                (7)
Raw Materials 8,725 9,466                (8) 6,442               35 
Personnel Cost 1,554 1,539                 1  1,406               10 
Other Expenses 2,653 2,589                 2  3,459              (23)
Total Expenses  12,932 13,594                (5) 11,307               14 
EBITDA  7,464 11,730              (36) 10,670              (30)
Interest (Net) 5,224 5,263                (1) 6,226              (16)
Depreciation 1,837 1,753                 5  1,786                 3 
Other Income 1,173 448             162  1,311              (11)
Recurring pre-tax income  1,575 5,162              (69) 3,970              (60)
Taxation 394 1,475              (73) 1,137
Recurring Net Income 1,182 3,687              (68) 2,833              (58)
Prior period adjustments 90 42 - (15) -
Less: Minority interest (116) - - (74) -
Add: Associate profits (2) (5) - 36 -
Reported Net income 1,385 3,724              (63) 2,928              (53)
   
Tax rate (%) 25.0 28.6  28.6
EBITDA margins (%) 36.6 46.3  48.6
Net profit margins  (%) 6.8 14.7  13.3

Source: Company data, I-Sec research 
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Valuations – Reasonable 
Our NAV for DLF stands at Rs355bn or Rs209/share. At the current price, DLF is 
trading at FY13 and FY14 PE of 23.4x and 19.0x respectively and a P/BV of 1.3x. We 
expect earnings CAGR of 22% between FY12-14E.  

Table 2: DLF valuations 
(Rs mn) 

 FY13E 
Residential 222,147 
Office 194,734 
Retail 79,429 
Hotels 28,046 
Other assets (JV, acquisitions, auxiliary businesses) 46,200 
Net debt (207,123) 
Discounted land cost payable (8,581) 
Total value 354,852 
Value/share (Rs) 209 

Source: I-Sec research 
 
We expect cash flow to marginally improve in FY13 on the back of asset monetisation. 
Though we have a REDUCE rating on the stock, we believe any revival in demand led 
by launches could be a potential upside risk to our call.  
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Financial summary 

Table 3: Profit and Loss statement 
(Rs mn, year ending March 31) 

  FY11 FY12 FY13E FY14E
Operating Income (Sales) 95,606 96,294 110,173 122,052
Operating Expenses 58,079 57,251 64,495 71,076
EBITDA 37,527 39,043 45,677 50,976
  % margins 39.3 40.5 41.5 41.8
Depreciation & Amortisation 6,307 6,888 7,011 7,658
Gross Interest 17,056 22,464 21,663 20,685
Other Income 5,839 5,945 3,843 3,126
Recurring PBT 20,002 15,635 20,846 25,759
Add: Extraordinaries 0 (160) 0 0
Less: Taxes 4,594 3,694 6,254 7,728
Less: Minority Interest (988) (321) (337) (354)
Net Income (Reported) 16,397 12,103 14,930 18,386
Recurring Net Income 16,397 12,263 14,930 18,386
Source: Company data, I-Sec research 
 

Table 4: Balance sheet 
(Rs mn, year ending March 31) 

  FY11 FY12 FY13E FY14E
Assets       
Total Current Assets 301,681 325,961 336,645 350,912
  of which cash & cash eqv. 13,218 15,062 1,789 735
Total Current Liabilities & 
Provisions 

98,163 131,882 144,927 152,221

Net Current Assets 203,518 194,079 191,719 198,691
Investments    
of which 9,958 11,268 12,670 13,871
Strategic/Group 2,805 9,733 11,136 12,336
Other Marketable 7,152 1,535 1,535 1,535
Net Fixed Assets 281,065 277,069 271,577 264,258
  of which       
Capital Work-in-Progress 102,387 84,864 76,681 74,016
Goodwill 13,840 16,248 17,873 19,660
Total Assets 508,381 498,663 493,839 496,481
        
Liabilities       
Borrowings 240,942 225,447 210,447 199,447
Deferred Tax Liability (1,633) (3,349) (3,349) (3,349)
Minority Interest 5,752 4,207 4,417 4,638
Equity Share Capital 3,394 3,394 3,394 3,394
Face Value per share (Rs) 2 2 2 2
Reserves & Surplus* 146,397 155,545 165,510 178,931
Net Worth 263,320 272,359 282,325 295,746
Total Liabilities 508,381 498,663 493,839 496,481
Source: Company data, I-Sec research 
 

Table 7: Quarterly trend 
(Rs mn, year ending March 31) 

 Dec-11 Mar-12 Jun-12 Sep-12
Net sales 20,344 26,168 21,977 20,395 
% growth (YoY) (18.0) (2.5) (10.1) (19.5)
EBITDA 8,227 7,976 10,670 7,464 
Margin (%) 40.4 30.5 48.6 36.6
Other income 3,617 1,147 1,311 1,173 
Add: Extraordinaries (4) (101) (15) 90 
Net profit 2,584 2,117 2,928 1,385 
Source: Company data, I-Sec research 

 

Table 5: Cashflow statement 
(Rs mn, year ending March 31) 

  FY11 FY12 FY13E FY14E
Operating Cashflow  (19,285) 8,484 18,902 23,801 
Working Capital Changes 19,700 10,202 (11,716) (8,910)
Capital Commitments (6,038) (6,422) (4,547) (3,328)
Free Cashflow  (5,623) 12,264 2,638 11,564 
Cash flow from Investing 
Activities 

51,126 11,562 3,843 3,126 

Issue of Share Capital 0 0 0 0 
Buyback of shares 0 0 0 0 
Inc (Dec) in Borrowings 24,172 (15,495) (15,000) (11,000)
Dividend paid (4,964) (4,964) (4,964) (4,964)
Extraordinary Items 0 (160) 0 0 
Chg. in Cash & Bank 
balances 

4,087 1,845 (13,273) (1,054)

Source: Company data, I-Sec research 
 

Table 6: Key ratios 
(Year ending March 31) 

  FY11 FY12 FY13E FY14E
Per Share Data (Rs)         
EPS(Basic Recurring) 9.7 7.2 8.8 10.8
Diluted Recurring EPS 9.7 7.1 8.8 10.8
Recurring Cash EPS  13.4 11.3 12.9 15.3
Dividend per share (DPS) 2.5 2.5 2.5 2.5
Book Value per share (BV) 144.5 149.9 155.7 163.7
       
Growth Ratios (%)      
Operating Income 28.8 0.7 14.4 10.8
EBITDA  7.1 4.0 17.0 11.6
Recurring Net Income (9.9) (25.2) 21.7 23.1
Diluted Recurring EPS (9.9) (25.2) 21.7 23.1
Diluted Recurring CEPS 5.9 (15.6) 14.6 18.7
       
Valuation Ratios (x)      
P/E 21.3 28.5 23.4 19.0 
P/CEPS 15.4 18.3 15.9 13.4 
P/BV 1.4 1.4 1.3 1.3 
EV / EBITDA 15.9 14.8 12.6 11.1 
EV / Operating Income 6.2 6.0 5.2 4.6 
EV / Operating FCF (105.9) 47.1 218.4 49.0 
       
Operating Ratio      
Raw Material/Sales (%) 37.9 31.7 40.6 39.4 
Other Income / PBT (%) 29.2 38.0 18.4 12.1 
Effective Tax Rate (%) 23.0 23.6 30.0 30.0 
NWC / Total Assets (%) 37.4 35.9 38.5 39.9 
Inventory Turnover (days) 1,016 1,223 1,134 1,092 
Receivables (days) 63 63 74 72 
Payables (days) 140 154 157 160 
D/E Ratio (x) 0.9 0.8 0.7 0.7 
   
Return/Profitability Ratio (%)      
Recurring Net Income Margins 16.2 12.0 13.1 14.7 
RoCE  5.7 5.8 6.1 6.6 
RoNW  6.6 4.9 5.8 6.8 
Dividend Payout Ratio  25.9 34.6 28.4 23.1 
Dividend Yield  1.2 1.2 1.2 1.2
EBITDA Margins  39.3 40.5 41.5 41.8 
Source: Company data, I-Sec research 
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, 
Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICIC Securities, Inc. (Singapore branch) are 
as follows: Address: 30 Cecil Street #15-29 Prudential Tower, Singapore 049712, Tel: +65 6232 2451 and email: ashvin_patil@icicisecuritiesinc.com, 
Rishi_agrawal@icicisecuritiesinc.com. 

 
 

New I-Sec investment ratings (all ratings based on absolute return) 
BUY: >15% return; ADD: 5% to 15% return; REDUCE: Negative 5% to positive 5% return; SELL: < negative 5% return. 

 

ANALYST CERTIFICATION 

We /I, Shaleen Silori, MBA (Finance), BTech research analyst and the author of this report, hereby certify that all of the views expressed in this research report 
accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly 
or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an 
associated person of ICICI Securities Inc. 

Disclosures: 

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing 
group. We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. Our research 
professionals provide important input into our investment banking and other business selection processes. ICICI Securities generally prohibits its analysts, persons 
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts 
cover. The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information 
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in 
whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the 
information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”) 
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from 
doing so. Nonrated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable 
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other 
circumstances. 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its 
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and may not be used or considered as an offer document 
or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all 
customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report 
constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. 
The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their 
own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgement by any 
recipient. The recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign 
exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past 
performance is not necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. Forward-looking statements are 
not predictions and may be subject to change without notice. 

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and 
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed that Shaleen 
Silori, MBA (Finance), BTech research analyst and the author of this report have not received any compensation from the companies mentioned in the report in the 
preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings from Investment Banking 
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ICICI Securities or its subsidiaries collectively do not own 1 or more of the equity securities of the Company mentioned in the report as of the last day of the month 
preceding the publication of the research report. 

It is confirmed that Shaleen Silori, MBA (Finance), BTech research analyst and the author of this report or any of their family members does not serve as an officer, 
director or advisory board member of the companies mentioned in the report. 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities 
and affiliates may act upon or make use of information contained in the report prior to the publication thereof. This report is not directed or intended for distribution to, 
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such 
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this 
document may come are required to inform themselves of and to observe such restriction.  

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 

 


