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New land acquisitions to improve topline growth  

Unitech Limited (Unitech) with a land bank of 13,758 acres reported good set 

of numbers during the quarter. Consolidated sales was higher by 135.4% yoy 

at Rs. 10,134.8 mn backed by increased realisation from Real Estate sales 

and a phenomenal rise in the Consultancy revenues. On a yoy basis, 

consolidated EBITDA increased 259.5% to Rs. 5,070.5 mn due to significant 

reduction in construction expenses and higher realisation on property sales. 

As total expenses to net sales declined from 67.2% to 50% yoy, EBITDA 

margin improved 1,727 bps to 50%. Higher other income and lower tax rate 

led to an increase in consolidated net profit by 298.2% yoy to Rs. 4,101.2 mn. 

Net profit margin improved 1,655 bps from 23.9% to 40.5%.    
 

Unitech’s land acquisitions in Mumbai, Vizag and Kolkata are expected to 

provide significant boost to the topline growth. The Company’s Consultancy 

business also gave an exceptional performance and is back on the growth 

track. However, we believe that margins will be under pressure in the long 

run due to rising raw material prices and little improvement in realizations. In 

order to diversify its portfolio and improve margins, Unitech has plans to 

enter into Telecom, Financial Services and Steel sector which could provide 

a possible upside to the stock. 
 

Currently, the stock is trading at a forward P/E of 42x FY08E and 26.7x 

FY09E. Based on our NAV estimate, we feel the stock is fairly valued at the 

current levels. Maintain Hold. 
 

  

 

 

 

 

 

 

 

 

 

 

Unitech Limited Hold

Key Figures (Consolidated)

Quarterly Data Q2'07 Q1'08 Q2'08 YoY% QoQ% H1'07 H1'08 YoY%

(Figures in Rs. mn, except per share data)

Net Sales 4,306 8,656 10,135 135.4% 17.1% 7,348 18,843 156.5%

EBITDA 1,411 5,005 5,071 259.5% 1.3% 2,209 10,128 358.4%

Net Profit 1,030 3,657 4,101 298.2% 12.2% 1,800 7,758 330.9%

Margins(%)

EBITDA 32.8% 57.8% 50.0% 30.1% 53.8%

NPM 23.9% 42.2% 40.5% 24.5% 41.2%

Per Share Data (Rs.)

EPS 0.6 2.3 2.5 301.6% 12.2% 1.1 4.8 330.6%

Share Data

Market Cap Rs. 839.2 bn

Price Rs. 516.95

BSE Sensex  20,869.78

Reuters UNTE.BO

Bloomberg UT IN

Avg. Volume (52 Week) 1.8 mn

52-Week High/Low Rs. 546.8 / 160.13

Shares Outstanding 1,623.4 mn

Valuation Ratios (Consolidated)

Year to 31 March 2008E 2009E

EPS (Rs.) 12.3 19.4

+/- (%) 53.1% 57.5%

PER (x) 42.0x 26.7x

EV/ Sales (x) 16.4x 10.2x

EV/ EBITDA (x) 29.5x 18.8x

Shareholding Pattern (%)

Promoters 75

FIIs 7

Institutions 2

Public & Others 16

Relative Performance
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Result Highlights 

 

On a yoy basis, consolidated sales grew 135.4% yoy to Rs. 10,134.8 mn 

driven by better performance of the Real Estate business and phenomenal 

revenue growth in the Consultancy segment. On a consolidated basis, 

Real estate revenues jumped 145.4% yoy to Rs. 8,302.7 mn, while 

revenues from the Consultancy business increased from Rs. 55.4 mn to 

Rs. 771.6 mn. Unitech was able to realise higher prices by 10-25% in 

Gurgaon in the residential segment. While commercial property prices 

have also gone up, the Company intends to hold some commercial 

property for sale in the future to realise higher prices.     
 

Unitech’s consolidated EBITDA increased 259.5% yoy to Rs. 5,070.5 mn 

as the Company was able to make significant savings in the construction 

costs. Consequently, EBITDA margin improved 1,727 bps to 50%. The 

management stated that EBITDA margin would range between 40% and 

50% depending upon the mix of properties sold by the Company. While 

commercial properties provide higher margins, Unitech has held back 

some of the commercial properties in order to realise better prices. Hence, 

we expect margins to improve in the coming quarters when these 

properties are sold. 
 

Consolidated net profit was higher by 298.2% yoy to Rs. 4,101.2 mn, while 

net profit margin increased 1,655 bps to 40.5%. On yoy basis, the 

Company’s other income increased 419.1% to Rs. 507.7 mn. The effective 

tax rate was lower at 13.9%, though interest expense increased 

significantly by 265.1% to Rs. 789.8 mn. 
 

Unitech has significant projects up its sleeve in Mumbai and Southern 

India. The Company will be developing an 80 acre commercial property at 

a cost of Rs. 39 bn in a prime location in Mumbai where current land prices 

are estimated to be around Rs. 26,000/sq ft. Unitech also won a contract in 

Vizag, covering an area of 1,750 acres comprising development of hotels, 

shopping complexes, golf courses and townships. The management stated 

that the project will be completed in 8-9 years, but revenues are likely to 

start flowing in the next 22-25 months. Together these projects are likely to 

Higher other income and 
lower tax rate led to 
improvement in net 
profit margin 

EBITDA margin is expected 
to range between 40% and 
50% in the near term 

Real Estate business 
continued to deliver strong 
growth, while revenues from 
the Consultancy business 
took an upswing 
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provide tremendous boost to the topline growth. The Company, apart from 

focusing on margin accretive Real Estate business, intends to foray in the 

Telecom and Financial services sectors. It intends to set up a non-banking 

finance company to sell home loans and is also in talks with international 

insurance firms to offer general insurance in India.      

   

 

Key Events 

 

• The promoters of Unitech are planning to acquire up to 40% stake in 

Orissa Sponge Iron and Steel Company. 

• Unitech struck a pact with the Andhra Pradesh (AP) government to set 

up the Vizag Knowledge City on 1,750 acres of land near 

Vishakapatnam.  

• The Company has submitted applications to the Department of 

Telecommunications, Ministry of Communications and Information 

Technology, to provide unified access services (UAS) in 22 telecom 

circles across the country. 

• Unitech’s proposed Rs. 5 bn long-term debt programme has been 

assigned an `A+(ind)` rating and its proposed Rs. 5 bn short-term debt 

programme a `F1+(ind)` rating. 

 

 

Key Risks 

 

• Delay in the allocation of 1,750 acres of land in Vizag due to political 

factors.  

• Delay in project completion and slowdown in residential demand could 

affect the Company’s topline. 

• Change in interest rates might affect the demand situation for 

residential units. 

• Contribution from SEZ projects can be a possible upside. 
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Outlook  
 

Unitech’s land bank increased substantially from 10,700 acres in June, 

2007 to 13,758 acres in January, 2008. The major new land acquisitions 

include 8 mn sq ft of high value commercial property in a prime location in 

Mumbai, approx. 100 mn sq ft of land in Visakhapatnam and 117.6 mn sq ft 

of additional land in Kolkata. According to our valuation, these projects 

could provide an upside of Rs. 120-170/share to the stock, considering 

there is no delay in the allocation of land especially in Vizag.  

Considering the improvement in the operating costs in the last two 

quarters, we have upgraded our EBITDA margin estimates by 332 bps to 

55.5% in FY08 and 449 bps to 54% in FY09. However, we expect margins 

to remain under pressure in the long run as raw material costs are 

expected to increase due to rising cement and metal prices and overall 

realisations are not likely to grow significantly. 

Though residential space remains the primarily contributor to Real Estate 

business, Unitech is also enhancing its reach in the commercial space. 

Moreover, the Company is also diversifying into other sectors such as 

Telecom, Sponge Iron and Financial services which could provide a 

possible upside to the stock.  

Unitech is trading at a P/E of 42x FY08E and 26.7x FY09E. Based on our 

NAV estimate and considering the recent upsurge in the stock price, we 

believe that the potential upside from the above mentioned additional land 

has been factored in the stock price. At the current levels, the stock is fairly 

valued. Maintain Hold. 

 

 

 

 

 

 

 

 

 

Land acquisition in premier 
locations to bolster topline 
growth 

Key Figures (Consolidated)

Year to March FY05 FY06 FY07 FY08E FY09E CAGR (%)

(Figures in Rs mn, except per share data) (FY07-09E)

Net Sales 6,447     9,264     32,883     53,942     86,807     62.5%

EBITDA 923 1,967 20,018 29,938 46,876 53.0%

Net Profit 535 1,122 13,055 19,986 31,485 55.3%

Margins(%)

EBITDA 14.3% 21.2% 60.9% 55.5% 54.0%

NPM 8.3% 12.1% 39.7% 37.1% 36.3%

Per Share Data (Rs.)

EPS 0.3 0.7 8.0 12.3 19.4 55.3%

PER (x) 8.9x 33.6x 64.3x 42.0x 26.7x
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Disclaimer 
 
This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced 
or redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this 
report. 
  
This material is for the general information of the authorized recipient, and we are not soliciting any action based upon it. 
This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls 
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments 
and strategies discussed herein and also seek the advice of your financial adviser. 
 
Past performance is not a guide for future performance. The value of, and income from investments may vary because of 
changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future 
performance. 
 
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, 
and it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject to 
change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or employees 
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or 
information in this report change. In addition, ISL has no obligation to continue to publish reports on all the stocks 
currently under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities Limited 
nor any of its affiliates, associates, directors or employees shall in any way be responsible for any loss or damage that 
may arise to any person from any error in the information contained in this report. 
 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal 
views about the subject stock and no part of his or her compensation was, is or will be, directly or indirectly related to 
specific recommendations or views expressed in this report. No part of this material may be duplicated in any form 
and/or redistributed without Indiabulls Securities Limited prior written consent.  
 
The information given herein should be treated as only factor, while making investment decision. The report does not 
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors 
independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial 
adviser. Indiabulls Securities Limited shall not be responsible for any transaction conducted based on the information 
given in this report, which is in violation of rules and regulations of National Stock Exchange or Bombay Stock Exchange. 
 
 


