Mahindra Lifespace Developers (MAHLIF)

CMP: % 371

Target: ¥ 430 (16%) Target Period: 12 months

April 29, 2022

Expanding residential portfolio with land buys...

About the stock: Mahindra Lifespace Developers (MLD) is the real estate and
infrastructure development business of the Mahindra Group. It has 30 msf of
completed, ongoing and forthcoming residential projects across seven cities and
over 5,000 acres of ongoing and forthcoming projects under development at its
integrated developments / industrial clusters across four locations.

The company has outlined medium term guidance to achieve sales value of
% 2500 crore by FY25. For the same, it is targeting four land transactions
every year totalling ~% 2,000 crores worth of sales potential

Q4FY22 Results: MLD reported decent Q4FY22 results.

Residential sales volume, value was up ~25%, ~31% QoQ at 0.4 msf and
% 328 crore, respectively. Collections at ¥ 308 crore were up ~20.8% YoY.
For FY22, sales volume, value was up ~20%, ~48% YoY at 1.28 msf and
% 1028 crore, respectively

On financial front, revenues were up by 1.9x YoY at ¥ 161.8 crore on a
benign base. PAT at ¥ 137.7 crore, was aided by one-time reversal of
impairment of a subsidiary of ¥ 96.8 crore. On adjusted basis, PAT at T 41
crore was led by profitability in industrial cluster segment (part of profit from
associates/JV) wherein profit was ~3 24 crore, while residential segment
had reported loss of ~% 16 crore

What should investors do? MLD share price has grown at ~18% CAGR over past
five years (from ~3% 159 in April 2017 to ~% 371 levels in April 2022).

We maintain our BUY rating on the company

Target Price and Valuation: We value MLD at % 430/share.

Key triggers for future price performance:

Robust launch pipeline and unsold inventory with T 3,180 crore of potential
cash flow coupled with huge captive land bank and expansion plans to add
land every year having potential to generate annual sales of ~% 2,000 crore

IC& IC business to benefit from PLI/manufacturing push

Borrowing cost lowest amongst the peers— a huge competitive advantage

Alternate Stock Idea: Besides MLD, we like Brigade in real estate space.

Play on robust residential demand and office leasing

BUY with a target price of ¥ 600

Key Financial Summary

FY20 Fy21 FY22 5 yr CAGR (FY17-22)
Net Sales (3 crore) 610.9 166.3 393.6 -12%
EBITDA (R crore) (56.8) (93.5) (89.5) NA
Net Profit (% crore) (58.8) (71.7) 51.1 -11%
EPS - Diluted (%) (12.5) (4.6) 10.0
P/E (x) NM NM NM
Price / Book (x) 3.4 35 3.2
EV/EBITDA (x) NM NM NM
RoCE (1.5) (4.1) (4.0)
RoE (3.5) (4.4) 3.2
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Key Risks

Key Risk: (i) Slowdown in residential
real estate; (ii) Extended pandemic
impacting IC& IC business
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Lokesh Kashikar
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FY23E FY24E 2 yr CAGR (FY22-24E)
566.7 1,037.3 62.4
53.8 105.7 LP
82.4 106.1 35.6
5.3 6.9
69.5 54.0
3.1 3.0
113.0 57.6
2.9 5.1
4.5 5.5

Source: Company, ICICI Direct Research
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Key rationale and business highlight
Residential business expansion on track

MLDL has achieved net sales of ¥ 328 crore in the residential segment with sales
volume reaching 0.4 mn sq ft during Q4FY22, largely in-line with robust real estate
demand. Collection also stood healthy during Q4FY22 at ¥ 308 crore. For FY22, the
company achieved healthy sales of ¥ 1,028 crore (1.28 mn sq ft) while collections
improved to ¥ 1,153 crore. MLDL has finalised three land acquisitions during FY22
having development potential of 3.1 mn sq ft with estimated GDV of T 3,800 crore.
Additionally, the company has recently purchased 11.5 acres of land in the micro
market of Pimpri (Pune). The land is estimated to have a developable potential of ~2
mn sq ft of saleable area and a GDV of ¥ 1,700 crore. Going forward, land pipeline
having mix of outright sales, joint development (JD) agreements, society
redevelopment and distress assets opportunities remains robust at ~¥ 4,500 crore.
While it maintained its earlier guidance to add land bank with sales potential of ¥ 2000
crore, it is on track to acquire lands providing sales potential of ~ % 3,500 - T 4,000
crore, with one deal already done. The focus regions would be Mumbai, Navi
Mumbai, Pune and Bengaluru. We see sales value jumping more than ~2x from FY22
levels at ~¥ 2200 crore in FY24E, based on the launch pipelines, and new land
addition.

IC& IC business remained healthy...

For Q4FY22, the company leased 25 acres of land valued at ¥ 70 crore. For FY22,
MLDL has leased 110.6 acres in industrial parks business (valued at ¥ 298 crore)
during FY22 (vs 46.4 acres in FY21 worth T 129 crore). The management expects to
maintain the picked-up momentum for its Jaipur and Chennai IC&IC location with
strong pipeline of enquiries being witnessed backed by a) expansion of PLI scheme,
b) the softening of interest rates and credit availability, c) the lower tax rates for new
manufacturing facilities, and d) the global realignment of manufacturing and supply
chains favoring India as manufacturing destination. Traction in Origins Ahmedabad
is currently subdued with the company scouting for correct anchor client (expects
some development over next 6-9 months). We highlight that company has target of
an annual leasing run rate of ~% 500 crore from IC&IC business by 2025.

Key conference call takeaways

e Industry update: The real estate industry has continued to witness healthy
traction during Q4FY22 mainly driven by a) improved affordability with decline
in home loan to income ratio, b) rise in working population, c¢) lower interest
rates, d) buyers preferring better quality homes and bigger apartments, €)
higher house holding savings, and f) supply-side consolidations. Also, prices of
flat/units have seen uptick on QoQ basis and likely to continue with robust
underlying demand and input cost inflations

) Launch and pipeline: MLDL has launched new value homes project at Kalyan,
Mahindra Happinest Kalyan - 2 and further phases across Alcove and Vicino
projects ad-measuring 0.96 mn sq ft during Q4FY22. Going forward, its project
pipeline remains strong with company planning to launch a) one project in
Kandivali and Dahisar location, and b) two projects in Pimpri (Pune). These are
likely to get launched by FY23-end. Further, as per the management, the early
response to Kanakpura (Bengaluru) projects stands healthy and the unit
bookings are likely to begin in Q1FY23

e Debt & cost of borrowing: Consolidated debt, cash at the end of Q4FY22 was at
¥ 280 crore, X 225 crore vs. % 199 crore, ¥ 156 crore in Q3, respectively. Cost of
borrowing stood at 6.5%, 5.7% vs. 7.2%, 6.4% in Q3 at consolidated,
standalone levels, respectively

e Input cost inflation and Margin: MLDL has witnessed ~12-15% increase in
overall construction cost (having 300-400 bps margin impact) mainly due to
significant rise in most of key raw material prices such as steel, cement, plastics,
plumbing, and electrical units. Further, the management is expecting ~8-10%
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rise in construction cost in FY23. However, the company has undertaken
several steps to mitigate rise in costs such as a) increase in design efficiencies
and value engineering, b) sourcing of raw materials in bulk for better negotiated
prices, c) systematics increase in flats prices and d) declining cost of borrowing,
which are likely to off-set some of the margin impact. Overall, the management
is targeting its margin in the residential business at mid-teen levels over
medium term

e Priceincrease: Flat/project pricing is largely dependent on a) input costs, b) land
prices, ¢) macro-economic environment and d) competitive intensity. The
company target 1.5-2% of flat/unit price increase on QoQ bas

Other Highlights:

e Mahindra Homes Pvt Ltd (MHPL), a joint venture company, is executing
residential projects at NCR and Bengaluru. The residential project in NCR
(Luminaire) is a Joint Development with the land owner. During the year, MHPL
saw significant increase in sales with improvement in selling price, volumes and
collections from the projects and there was a buyback of its equity shares.
Pursuant to this, the company has evaluated the carrying value of its investment
and on the basis of estimated Net Present Value of forecasted cash flows
expected to be generated by MHPL, it has reversed an impairment loss of ¥ 96.8
crore

o Marketing expense for MLDL's project life cycle would be ~2.5-3% of overall
sales

We like MLD given its strong parentage, management’s focus on expanding its
overall scale of operation and a comfortable balance sheet. MLDL has announced
three land transactions for Pimpri (Pune), Dahisar and Kandivali (MMR) locations
having total GDV of ¥ 3800 crore in FY22. The new land purchases could drive
scalability of its residential business, going ahead. Hence, we maintain BUY
recommendation with a revised target price of ¥ 430/share. We have lowered the
discount on land bank and also build in better traction in IC and IC business, while
maintain our 35% premium on the NAV given the growth optionality with new land
buys.
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Exhibit 1: Quarterly sales volume
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Exhibit 2: Quarterly collection
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Exhibit 3: Annual Sales volume to grow
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Exhibit 4: Cash Flow Potential
Cash Flow Potenial V::zfe‘f
Sales Completed 2773
CF from Launched Phases Amount Collected - 905
Balance Construction Cost to be spend 1044
Net amount to be collected on future sales 824
Sales Potential 1793
CF from Future Phases (to be ales Foten |a.
Est. Construction Cost 1026
launched) - -
Cashflow from future phases of ongoing projects 767
New Projects - To by
oW Trojec oe Net Cashflow from new projects to be launched 1589
Launched
Total Potential Cash Flows 3180

Source: Company, ICICI Direct Research
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Valuation & Outlook

We like MLD given its strong parentage, management’s focus on expanding its
overall scale of operation and a comfortable balance sheet. MLDL has announced
three land transactions for Pimpri (Pune), Dahisar and Kandivali (MMR) locations
having total GDV of ¥ 3800 crore in FY22. The new land purchases could drive
scalability of its residential business, going ahead. Hence, we maintain BUY
recommendation with a revised target price of ¥ 430/share.

Exhibit 5: Valuation
. S Comment
Particulars Stake value share
We have only taken projects which have been given as forthcoming

Residential 2290 148 . . oo .
projects by company incl. new project in Kandivali

This includes the MWC Chennai (remaining land), MWC Jaipur
IC& IC Business 1843 119  (remaining land), Origins Chennai and Ahmedabad and rental assets
like Evolve and Mahindra Tower in Delhi

Land bank like Murud, Pune and Thane at 10% discount to market

Land Bank 810 52

value
NAV Valuation 4943 320
35% Premium for growth potential 1730 112
Rounded off Target price 6644 430

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 6: Profit and loss statement g crore Exhibit 7: Cash flow statement g crore

R Crore) FY21 FY22 FY23E FY24E R Crore) FY21 FY22 FY23E FY24E
Net Sales 166.3 393.6 566.7 1,037.3 Profit after Tax (711.7) 154.5 82.4 106.1

Other Income 21.6 14.7 17.6 21.2 Depreciation 7.0 6.5 1.4 10.4
Total operating income 187.8 408.2 5843 1,058.5 Add: Interest 11.0 6.5 15.0 30.0
Operating Expenses 117.3 303.1 3240 7215 Other Income (21.6) (14.7) (17.6) (21.2)
Employee Expenses 75.7 83.6 87.8 93.9 Cash Flow before wc changes (81.6) 90.4 118.3 166.2
Administrative Expenses 66.8 96.3 101.1 110.2 Changes in Working Capital 52.1 30.3 (354.2) (82.9)
Total Operating Expenditure 259.7 483.0 512.9 931.6 Taxes Paid (4.0) (13.9) (31.1) (40.8)
EBITDA (93.5) (89.5) 53.8 105.7 Net CF from operating activities (33.5) 106.8 (267.0) 42.5
Interest 1.0 6.5 15.0 30.0 (Purchase)/Sale of Fixed Assets (2.7) (8.4) (7.9) (5.0
Depreciation 7.0 6.5 1.4 10.4 (Purchase)/Sale of Investment (9.9) (64.3) - -

Other income 21.6 14.7 17.6 21.2 Other Income 21.6 14.7 17.6 21.2
Share In Profit/(Loss) from associates 12.1 90.3 74.5 75.5 Net CF from Investing activities 9.5 (57.5) 9.7 16.2
Exceptional ltems - 96.8 - - Issue/(Repayment of Debt) 36.4 37.1 94.4 5.1

PBT (77.7) 99.3 123.5 161.9 Changes in Minority Interest 0.0 7.1 - -

Taxes (6.3) (62.4) 31.1 40.8 Changes in Networth 1.5 2.9 (25.6) (32.9)
PAT before MI (71.4) 161.7 92.4 1211 Interest (11.0) (6.5) (15.0) (30.0)
Minority Interest (0.3) (7.2) (10.0) (15.0) Net CF from Financing activities 21.0 40.6 53.9 (57.8)
PAT (71.7) 154.5 82.4 106.1 Net Cash flow 3.0 90.0 (203.5) 0.8
PAT Growth rate NA NA NA NA Opening Cash 132.4 135.5 225.5 22.0
EPS (14.0) 10.0 5.3 6.9 Closing Cash/ Cash Equivalent 135.5 225.5 22.0 22.8

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 8: Balance Sheet Z crore Exhibit 9: Key ratios

R Crore) FY21 FY22 FY23E FY24E FY21 FY22 FY23E FY24E
Equity Capital 51.4 154.5 154.5 154.5 Per Share Data (%)
Reserve and Surplus 1,579.7 1,634.0 1,690.8 1,764.0 EPS - Diluted (4.6) 100 5.3 6.9
Total Shareholders funds 1,631.1 11,7885 11,8453 11,9185 Cash EPS (12.6) 10.4 5.8 1.5
Minority Interest 42.0 49.1 49.1 49.1 Book Value 105.6 1157 119.4 124.2
Total Debt 243.4 280.5 374.9 380.0 Dividend per share (4.3) - - 2.1
Deferred Tax Liability (Net) (2.6) (78.9) (78.9) (78.9) Operating Ratios (%)
Total Liabilities 2,190 1,958 7 1,914 2,039 EBITDA / Net Sales (56.2) (22.7) 9.5 10.2
Gross Block 33.9 53.4 61.4 66.4 PAT / Net Sales (43.1)  14.6 14.5 10.2
Less Acc. Dep 29.5 36.0 43.5 53.9 Return Ratios (%)
Net Block 4.4 17.4 17.9 12.4 RoE (4.4) 3.2 4.5 5.5
Goodwill on Consolidation 66.0 66.0 66.0 66.0 RoCE (4.1) (4.0) 2.9 5.1
Capital WIP 14.6 34 3.4 34 RolC (5.8) (5.4) 2.2 4.3
Total Fixed Assets 85.0 86.8 81.3 81.9 Valuation Ratios (x)
Investments 687.8 548.2 558.1 622.4 EV / EBITDA NM NM NM 57.6
Inventory 1,3447 1,441.9 1,693.1 1,825.6 P/E (Diluted) NM NM NM 54.0
Sundry Debtors 56.4 91.9 89.7 94.0 EV / Net Sales 35.1 14.7 10.7 5.9
Loans & Advances 88.3 81.4 29.2 29.6 Market Cap / Sales 34.4 14.6 10.1 5.5
Cash & Bank Balances 135.5 225.5 22.0 22.8 Price to Book Value 3.5 3.2 3.1 3.0
Other Current Assets 281.7 388.7 171.5 171.5
Total Current Assets 1,906.6 2,229.3 " 2,011.5 2,149.5 Solvency Ratios (x)
Other Current Liabilities 640.7 902.8 550.7 605.0 Debt / Equity 0.1 0.2 0.2 0.2
Provisions 15.5 16.6 0.1 0.1 Debt / EBITDA NM NM NM 3.6
Net Current Assets 1,250.3 1,310.0 1,460.8 1,544.5 Current Ratio 2.7 2.2 3.6 3.5
Total Assets 2,190 1,958 1,914 2,039 Quick Ratio 0.6 0.6 0.5 0.5
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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ANALYST CERTIFICATION

|/\Ne, Bhupendra Tiwary, CFA, MBA (Finance), Lokesh Kashikar, MMS, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
views about 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. It is also confirmed that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

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 a reasonable basis, ICICI Securities is 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. Non-rated 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 might be 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 shall 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

q

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 ise of indep 1t juds by any
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no
liabilities whatsoever 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. Investors are advised to see Risk Disclosure Document to understand

the risks associated before investing in the securities markets. 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 or its associates might have r d or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any 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 managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past

twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives 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.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material
conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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.
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