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SOBHA 

REAL ESTATE 

 

Pre-sales revive sharply butyet to normalize 
Sobha’spre-sales grew~35% QoQin Q4FY17 (0.7msf/  
Rs 5 bn),partially aided by strong pre-sales in Gurgaon market (driven 
by pent-up demand and developments on Dwarka 
Expressway).However, volumes are yet to reach steady state (down 6% 
YoY).  
The company met its FY17 sales guidance of Rs 20 bn. 

Collections are expected to improveQoQdriven by higher pre-sales in 
high-ticket projects nearing completion,which shall result in positive 
operational cash flow (debt to remain steady). 

While enquiries and conversions have improvedQoQ, they are yet 
below pre-demonetization levels. Managementexpects sales to improve 
over next few quarters driven by planned new launches and 
implementation of RERA (Real Estate Regulatory Authority). 
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No. of Shares : 96 mn 
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Bloomberg Code : SOBHA IB Equity 

Promoters Holding : 60% 

FII / DII : 28% / 7% 

 

Other highlights 
♦ Bangalore market continued to be the key performer, contributing ~70% to pre-sales inQ4FY17.High-ticket projects 

nearing completionsuch as Palladian, Grandeur and Indraprastha posted improved pre-sales velocity.  

Pre-sales run-rate in Dream Acres project (affordable housing) has stagnated to ~40-50 units/ month (vs. 60-70 

units/ month last year). No new project was launched inQ4 

♦ Strong pre-sales in Gurgaon (0.1 msf vs. 0.02 msf in Q3FY17). As per the management, the revival was driven by 

strong pent-up demand and commencement of process to connect Dwarka Expressway with NH-8.Chennai 

tooposted decent pre-sales (0.05 msf vs. 0.025 msf in Q3) driven by strong demand in its Sobha Winchester project 

♦ Average realization improved to Rs 6,980 psf (vs. Rs 6,082 psf) due to higher contribution from high-ticket projects 

♦ Management highlighted it has not reduced prices in any project and ruled out any possibility of price correction as 

it believes that prices in Bangalore and other south Indian cities remain affordable 

Financial summary (Consolidated) 
Y/E March FY16 FY17E FY18E FY19E 

Revenue (Rs mn) 19,432 22,453 24,309 29,916 

Adj PAT (Rs mn) 1,381 1,469 2,059 2,625 

EPS (Rs.) 14.1 15.2 21.4 27.2 

Change YOY (%) (42.0) 8.3 40.2 27.5 

Net Debt (Rs mn) 20,570 21,054 20,961 23,054 

Networth (Rs mn) 25,647 26,260 27,934 30,068 

RoE (%) 5.5 5.7 7.6 9.1 

RoCE (%) 9.0 7.6 9.1 10.3 

P/E (x) 24.4 22.5 16.1 12.6 

P/B (x) 1.3 1.3 1.2 1.1 

Source: Company, Axis Capital   

 

 

Key drivers 
 (Rs bn) Q4'17  Q4'16  (%)  Q3'17  (%)  

Sales (msf)   0.72   0.89   (18)  0.61   18  

Selling price(Rs) # 

(Rs)  

 6,980   6,037   16  6082 

6,082  

 15  

Sales value #  5.0   5.3   (6)  3.7   35  

# Sobha’s share 

 

Price performance 
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Exhibit 1: Q4FY17 operational performance 
 

  Area sold (msf) 
 

Area sold (msf) 

 Locations   Q4FY17   Q4FY16   % chg  Q3FY17   % chg    FY17   FY16   % chg 

 Bengaluru  0.51  0.67  (24) 0.50  1    2.26  2.59  (13) 

 NCR  0.10  0.04  165  0.02  324    0.23  0.07  255  

 Chennai  0.06  0.03  120  0.03  66    0.18  0.30  (40) 

Thrissur 0.00  0.04  (92) 0.01  (75)   0.08  0.10  (26) 

 Pune  0.01  0.00  205  0.01  (37) 
 

0.05  0.05  (0) 

 Coimbatore  0.01            0.00             463  0.01  65    0.03  0.02  46  

 Cochin  0.01            0.01               58  0.01  12  
 

0.07            0.04  59  

 Calicut  0.02            0.00             274  0.00  711    0.03            0.09  (68) 

 Mysore  0.02  0.10  (85) 0.01  14    0.08  0.12  (35) 

 Total  0.72  0.89  (18) 0.61  18    3.00  3.38  (11) 

 Average realization (Rs/ psf) *  6,980  6,037  16  6,082  15    6,216  5,946  5  

 Sales value (Rs bn) *  5.0  5.3  (6) 3.7  35    18.7  20.1  (7) 
 

Source: Company, Axis Capital  *Sobha’s share 
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Financial summary (Consolidated) 

Profit &loss (Rs mn) 

Y/E March FY16 FY17E FY18E FY19E 

Net sales 19,323 22,453 24,309 29,916 

Other operating income 109 - - - 

Total operating income 19,432 22,453 24,309 29,916 

Cost of goods sold (10,613) (13,609) (14,227) (14,328) 

Gross profit 8,819 8,844 10,082 15,588 

Gross margin (%) 45.6 39.4 41.5 52.1 

Total operating expenses (4,389) (4,872) (5,213) (9,683) 

EBITDA 4,430 3,973 4,869 5,905 

EBITDA margin (%) 22.9 17.7 20.0 19.7 

Depreciation (597) (652) (725) (736) 

EBIT 3,833 3,320 4,144 5,169 

Net interest (1,637) (1,509) (1,525) (1,593) 

Other income 343 350 350 250 

Profit before tax 2,539 2,162 2,969 3,826 

Total taxation (1,188) (843) (1,009) (1,301) 

Tax rate (%) 46.8 39.0 34.0 34.0 

Profit after tax 1,351 1,319 1,959 2,525 

Minorities - - - - 

Profit/ Loss associate co(s) 30 150 100 100 

Adjusted net profit 1,381 1,469 2,059 2,625 

Adj. PAT margin (%) 7.1 6.5 8.5 8.8 

Net non-recurring items - - - - 

Reported net profit 1,381 1,469 2,059 2,625 

Balance sheet (Rs mn) 

Y/E March FY16 FY17E FY18E FY19E 

Paid-up capital 981 963 963 963 

Reserves & surplus 24,666 25,297 26,971 29,104 

Net worth 25,647 26,260 27,934 30,068 

Borrowing 22,049 22,549 22,549 24,549 

Other non-current liabilities - - - - 

Total liabilities 47,696 48,809 50,483 54,617 

Gross fixed assets 9,783 10,083 10,083 10,083 

Less: Depreciation (4,061) (4,713) (5,439) (6,175) 

Net fixed assets 5,722 5,370 4,645 3,909 

Add: Capital WIP 459 2,959 5,709 8,709 

Total fixed assets 6,181 8,329 10,354 12,618 

Total Investment 294 294 294 294 

Inventory 42,202 45,789 50,368 56,412 

Debtors 2,498 2,591 2,868 3,810 

Cash & bank 1,185 1,201 1,294 1,201 

Loans & advances 3,568 3,334 3,071 2,748 

Current liabilities 37,808 42,305 47,342 52,043 

Net current assets 38,996 37,961 37,610 39,480 

Other non-current assets 2,225 2,225 2,225 2,225 

Total assets 47,696 48,809 50,483 54,617 

Source: Company, Axis Capital 

 

Cash flow (Rs mn) 

Y/E March FY16 FY17E FY18E FY19E 

Profit before tax 2,539 2,162 2,969 3,826 

Depreciation & Amortisation 597 652 725 736 

Chg in working capital 3,418 1,051 444 (1,963) 

Cash flow from operations 6,690 4,330 4,403 2,742 

Capital expenditure (3,103) (2,800) (2,750) (3,000) 

Cash flow from investing (3,024) (2,300) (2,300) (2,650) 

Equity raised/ (repaid) 207 (581) - - 

Debt raised/ (repaid) 1,461 500 - 2,000 

Dividend paid (259) (275) (385) (491) 

Cash flow from financing (228) (1,864) (1,911) (85) 

Net chg in cash 3,439 166 192 7 

Key ratios 
Y/E March FY16 FY17E FY18E FY19E 

OPERATIONAL                         

FDEPS (Rs) 14.1 15.2 21.4 27.2 

CEPS (Rs) 20.2 22.0 28.9 34.9 

DPS (Rs) 2.3 2.4 3.4 4.4 

Dividend payout ratio (%) 16.0 16.0 16.0 16.0 

GROWTH                         

Net sales (%) (20.6) 16.2 8.3 23.1 

EBITDA (%) (28.2) (10.3) 22.6 21.3 

Adj net profit (%) (42.0) 6.3 40.2 27.5 

FDEPS (%) (42.0) 8.3 40.2 27.5 

PERFORMANCE                         

RoE (%) 5.5 5.7 7.6 9.1 

RoCE (%) 9.0 7.6 9.1 10.3 

EFFICIENCY                         

Asset turnover (x) 0.4 0.5 0.5 0.6 

Sales/ total assets (x) 0.3 0.3 0.3 0.3 

Working capital/ sales (x) 2.0 1.7 1.5 1.2 

Receivable days - - - - 

Inventory days - - - - 

Payable days - - - - 

FINANCIAL STABILITY                         

Total debt/ equity (x) 0.9 0.9 0.8 0.8 

Net debt/ equity (x) 0.8 0.8 0.8 0.8 

Current ratio (x) 2.0 1.9 1.8 1.8 

Interest cover (x) 2.3 2.2 2.7 3.2 

VALUATION                         

PE (x) 24.4 22.5 16.1 12.6 

EV/ EBITDA (x) 12.1 13.6 11.1 9.5 

EV/ Net sales (x) 2.8 2.4 2.2 1.9 

PB (x) 1.3 1.3 1.2 1.1 

Dividend yield (%) 0.7 0.7 1.0 1.3 

Free cash flow yield (%) 0.1 - 0.1 - 

Source: Company, Axis Capital 
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Disclosures: 

 

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 

1. Axis Securities Ltd. (ASL) is a SEBI Registered Research Analyst having registration no. INH000000297. ASL, the Research Entity (RE) as defined in the 

Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial 

products. ASL is a subsidiary company of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector bank and 

has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the 

details in respect of which are available on www.axisbank.com.  

2. ASL is registered with the Securities & Exchange Board of India (SEBI) for its stock broking & Depository participant business activities and with the 

Association of Mutual Funds of India (AMFI) for distribution of financial products and also registered with IRDA as a corporate agent for insurance 

business activity. 

3. ASL has no material adverse disciplinary history as on the date of publication of this report.  

4. I/We, authors (Research team) and the name/s subscribed to this report, hereby certify that all of the views expressed in this research report accurately 

reflect my/our views about the subject issuer(s) or securities. I/We also certify that no part of my/our compensation was, is, or will be directly or 

indirectly related to the specific recommendation(s) or view(s) in this report. I/we or my/our relative or ASL does not have any financial interest in the 

subject company. Also I/we or my/our relative or ASL or its Associates may have beneficial ownership of 1% or more in the subject company at the 

end of the month immediately preceding the date of publication of the Research Report. Since associates of ASL are engaged in various financial 

service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies 

mentioned in this report. I/we or my/our relative or ASL or its associates do not have any material conflict of interest. I/we have not served as director, 

officer or employee in the subject company. 

Research Team 

 

 

Sr. No Name Designation E-mail 
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5. ASL or its associates has not received any compensation from the subject company in the past twelve months. ASL or its Research Analysts has not 
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6. In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report, ASL or any of 
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iii. Received compensation for products or services other than investment banking, merchant banking or stock broking services from the subject 

company of this research report; 
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in connection with this report 

Term& Conditions: 

 

This report has been prepared by ASL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is 

strictly confidential 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 ASL. The report is based on the facts, figures and information that are considered true, correct, 

reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available media or other 

sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is 

made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. The report is prepared 

solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or subscribe for securities or other 
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 DEFINITION OF RATINGS 

Ratings Expected absolute returns over 12-18 months 

BUY More than 10% 

HOLD Between 10% and -10% 

SELL Less than -10% 

Disclaimer: 

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate 

to the recipient’s specific circumstances. The securities and strategies discussed and opinions expressed, if any, in this report may not be suitable for all 
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