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Big plans; execution to be key! Mahindra LIEEER&&E%

Mahindra Lifespace Developers (MLD) reported a weak H1FY21 m

performance. H1FY21 sales volume saw de-growth of ~41% YoY to 0.24 Particular Amount  crore) o
million square feet (msf) (~16% decline in Q2 at 0.16 msf) with sales of Market Capitalization 1.437.2 1D
¥ 164 crore, down ~32% YoY (~8% YoY growth in Q2 at ¥ 115 crore), with Total Debt 207.0 o
Covid-19 led impact on execution, labour availability. H1FY21 residential Cash and Investments 132.4 2
revenues de-grew 87.4% YoY to X 69.1 crore with EBITDA loss of ¥ 42 crore. EV 1,511.8 =
Integrated Cites & Industrial Clusters (IC & IC) segment revenues declined 52 week H/L (%) 428 /171 g.
24.9% YoY to X 61.6 crore with EBITDA of ¥ 34 crore, down 12.8% YoY. Equity capital 51.4 g

Face value 10 (&5

Looking to expand sales volume traction through land purchase

MLD clocked residential sales volume de-growth of ~41% YoY to 0.24 msf

(~16% fall in Q2 at 0.16 msf) with sales of ¥ 154 crore, down ~32% YoY °
(~8% YoY growth in Q2). It launched Happinest Palghar 2 project in Q2FY21
with ~485 units spread over 0.18 msf. Going forward, the company is
planning to launch four new residential projects in H2, mainly in Mumbai (2),

Looking to expand its residential
offering through land purchase with
sales potential of ~%¥ 2000 crore.
Expects few definite agreement

Pune (1) and Chennai (1) regions. Furthermore, it is looking to expand its signings by Q4FY21

residential offering through land purchase with sales potential of ~¥ 2000

crore and expects few definite agreement signings by Q4FY21. The focus ®  Maintain HOLD with target price of ¥ 300
regions would be Bangalore, Mumbai and Pune. In the NCR region, MLD is per share

looking to complete Luminare project (one tower pending) before eyeing

newer projects. It has guided for flattish YoY sales volume in FY21 (1.4 msf : =
; - o
in FY20) and expects sales value worth ¥ 1000+ crore in FY22. Over the G
medium term of three to five years, the company has an aggressive target e
S 600 - 13000 b5
of attaining annual sales of ¥ 2500 crore. o=
] el 10400 [
Leases 10.1 acres in H1FY21 under IC & IC segment 400 - 1800 =
=]
. . 300 -
MLD leased 10.1 acres in H1FY21 (~1.8 acres in MWC Chennai, ~8 acres in 200 1 5200 uc.l-
MWC Jaipur). According to the management, the deal pipeline is robust and 100 - 2600 =
is receiving lots of enquires from MNC players. However, the transactions B
are getting delayed with large restrictions on international travel 0 e o e e & o 0 oc
(manufacturing/factory deals require physical presence and site visits). We TR O: 3 ‘% ‘g ula
note that majority of yet to be leased area (~613 acre) is in MWC Jaipur SEZ. = = = =2 = = = D
We would like to see a meaningful improvement in the integrated cities and . ' =
industrial cluster business to turn constructive on the same. Lifespace (LHS) ——— Nifty Index =
D
Valuation & Outlook Research Analyst e
Bh Ti FA =
We like MLD given its strong parentage, the management’s focus on upsndra Tiwary, CFA o
. . . bhupendra.tiwary@icicisecurities.com —_
expanding its overall scale of operation and a comfortable balance sheet.
The new land purchases could enable it to scale up its residential business, Lokesh Kashik
. . . . okesh Kashikar
WhIC.h. otherW|se saw lethargic mpvement. However, we would av_valt lokesh kashikar@icicisecurities.com
fructification of such deals and traction thereof, before turning constructive.
Hence, we maintain our HOLD rating on MLD with a target price of ¥ 300.
Key Financial Summary
FY18 FY19 FY20 FY21E FY22E FY20-22E CAGR (%)
Net Sales (% crore) 566.2 592.8 610.9 400.5 837.0 17.0
EBITDA (% crore) 57.4 25.8 (56.8) (25.0) 102.2 LP
Net Profit (% crore) 101.0 119.7 (193.4) 43.7 143.3 LP
EPS - Diluted (%) 19.7 23.3 (37.7) 8.5 21.9
P/E (x) 14.2 12.0 (7.4) 32.9 10.0
Price / Book (x) 0.7 0.7 0.8 0.8 0.8
EV/EBITDA (x) 23.0 52.1 (26.6) (59.1) 16.9
RoCE 5.5 3.8 (1.5) 0.5 6.7
RoE 4.9 6.2 (11.4) 2.5 8.3

Source: Company, ICICI Direct Research
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Other Highlights

Q2 residential business update: MLD achieved net sales of ¥ 115
crore (0.16 msf) in Q2 largely contributed by mid-premium (80%)
and affordable segment (20%). As per the management, the
company is witnessing a sharp demand recovery across its project
portfolio backed by a) buyers preferring better quality homes, b)
sharp decline in interest rates, and c¢) stamp duty cuts in some
particular states. Also, preference towards large organised players
is facilitating better pricing. For Q2FY21, average price realisation for
the company was at T 7,150/ sq ft. Additionally, collection has
improved to ¥ 134 crore (up 86% QoQ) with handing over of 60 units
(up 100% QoQ)

Industry update: After the disruption caused by Covid-19 pandemic,
the industry is seeing a gradual recovery with new launches
reaching 79% of pre-Covid levels in Q2FY21. Residential demand in
the Mumbai region is also recovering partly aided by benefits from
stamp duty cut announced by the Maharashtra government.
Construction activity across industry has picked up pace with labour
strength touching 65-70% of pre-Covid levels

Other highlights:

e Luminare project (in NCR region) witnessed robust demand
with total sales of ¥ 51 crore in Q2FY21. In contrast, Bloomdale
(Nagpur) project is witnessing lack of demand. The
management expects another ~12-18 months for inventory to
get exhausted in Bloomdale project

e Labour strength has reached ~75% of pre-Covid levels across
its project sites and is likely to improve in the coming months

e Consolidated debt and cash at the end of September 2020 was
at T 307 crore and ¥ 150 crore, respectively

o Cost of borrowing for the company has dropped from 8.7% in
March 2020 to 7.35% currently. The management expects
further improvement, going forward

ICICI Securities | Retail Research

ICICI Direct Research



ﬂ Company Update | Mahindra Lifespace Developers ICICI Direct Research

Company Analysis

Exhibit 1: Forthcoming project pipeline

Location Project ESA (mn sft)
MMR Vicino 0.19
MMR Serenes 0.10
MMR Happinest Palghar 0.18
Existing projects new phases NCR Luminare # 0.36
Chennai Aqualily 0.08
Chennai Lakewoods 0.62
Chennai Happinest Avadi 0.01
MMR Sakinaka # 0.39
. Pune New Project (Tathawade) 0.70
New Projects 3
Bengaluru New Project (Kanakpura) 0.74
Chennai MWTC Chennai Residential 21 0.41
Total Forthcoming projects F 3.78
Land bank 10.44

Source: Company, ICICI Direct Research

Exhibit 2: Quarterly sales volume Exhibit 3: Quarterly collection and construction spends
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Valuation & Outlook

We like MLD given its strong parentage, the management’'s focus on
expanding its overall scale of operation and a comfortable balance sheet.
The new land purchases could enable it to scale up its residential business,
which has otherwise seen lethargic movement. However, we would await
fructification of such deals and traction thereof, before turning constructive.
Hence, we maintain our HOLD recommendation on the stock with a target
price of ¥ 300/share.

Exhibit 4: Valuation

NAV NAV Value /
Project Value MLD (%) Stake value Value/share Multiple Value MLD (%) Stake value share
Chennai 327.4 310.1 60.4 248.1 235.2 46
MWC - Chennai & North Chennai ¢ 5 89 1.5 8.1 08« 332 89 29.6 6
SEZ (in Acres)
Canopy 13.7 89 12.2 2.4 0.8x 9.8 89 8.7 2
MITL 193.7 96 186.0 36.2 0.8x 148.8 96 142.8 28
MRDL 72.2 96 69.3 13.5 0.8x 55.5 96 53.2 10
Avadi 1.0 100 1.0 0.2 0.8x 0.8 100 0.8 0
Jaipur 873.5 646.4 125.9 5171 382.7 75
MWC Jaipur SEZ (in Acres) 406.6 74 300.9 58.6 0.8x 240.7 74 178.1 35
Evolve IT park - Operational 167.0 74 123.6 241 0.8x 98.8 74 731 14
Evolve IT park - Development 300.0 74 222.0 43.2 0.8x 177.6 74 131.4 26
Ahmedabad 181.2 50* 90.6 17.6 0.8x 144.9 50 72.5 14
MMR 559.5 422.5 82.3 380.3 373.9 13
Andheri 350.3 100.0 350.3 68.2 0.9x 315.3 100.0 315.3 61
Kalyan 123.1 0.9x
Kandivli M4 100.0 1.4 8.1 0.9x 31.3 100.0 31.3 7
Boisar 16.4 100.0 16.4 3.2 0.9x 14.8 100.0 14.8 3
Palghar 28.3 51.0 14.4 2.8 0.9x 13.0 51.0 6.6 1
Bengaluru 105.4 50 52.7 10.3 0.9x 94.8 50 41.4 9
NCR 686.6 531.8 103.6 478.7 381.5 74
Luminare 511.6 69.8 356.8 69.5 0.9x 321.2 69.8 224.0 44
Mahindra Tower 175.0 100.0 175.0 34.1 0.9x 157.5 100.0 157.5 31
Pune 121.4 100 121.4 24.8 0.9x 114.6 100 114.6 22
Nagpur 54.1 70 31.9 1.4 0.9x 341 70 23.9 5
Alibaug 18.9 100 18.9 317 0.9x 17.0 100 17.0 3
(Net Debt) / Cash -99.0 100 -99.0 -19.3 1.0x -99.0 100 -99.0 -19
NAV Valuation 2834.9 2139.3 416.8 1930.6 1549.6 302
Rounded off Target price 300

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 5: Profit and loss statement Z crore Exhibit 6: Cash flow statement g crore

[ Crore) FY19 FY20 FY21E  FY22E [ Crore) FY19 FY20 FY21E FY22E
Net Sales 592.8 610.9 400.5 837.0 Profit after Tax 119.7 (193.4) 43.7 143.3
Other Income 61.0 35.0 39.4 44.1 Depreciation 3.8 11 4.5 5.1
Total operating income 653.9 6459  439.9  881.1 Add: Interest 12.5 16 9.1 9.0

Other Income (61.0) (35.0) (39.4) (44.1)
Operating Expenses 427.7 483.0 231.5 531.1 Cash Flow before wc changes 99.5 (214.8) 34.8 167.8
Employee Expenses 74.0 82.2 86.3 90.6 Changes in Working Capital 112.4 (63.3) 15.4  (250.3)

Administrative Expenses 65.3 1025 107.7  113.0 Taxes Paid (50.0) (390  (17.00  (54.7)
Total Operating Expenditure 567.0 667.8 4254  734.8 Net CF from operating activities 162.0  (282.0) 333 (137.1)
EBITDA 25.8 (56.8)  (25.00 102.2 (Purchase)/Sale of Fixed Assets (5.1) (13.5) (12.3) (5.0)
Interest 12.5 7.6 9.1 9.0 (Purchase)/Sale of Investment 238.5 139.5 - -
Depreciation 3.8 7.7 4.5 5.1 Other Income 61.0 35.0 39.4 44.1
Other income 61.0 35.0 39.4 44.1 Net CF from Investing activities 294.5 161.0 211 39.1
Exceptional tems ) (134.6) } N Issue/(Repayment of Debt) (30.4) 3.7 97.0 10.0
PBT 143.3 (196.2) 62.2 198.9 Changes in Minority Interest (1.0) (1.6) - -

" Taxes 24.6 (1.7) 17.0 54.7 Changes in Networth (249.0) (34.9) (13.6) (143.7)
PAT before M| 1187  (1945) 453 1443  meest (125 (7.6)  (91)  (3.0)
Minority Interest 10 11 (1.6) (1.0 Net CF from Financing activities (292.9) (40.4) 74.4 (142.7)
PAT 119.7 (193.4) 437 143.3 Net (?ash flow 163.6 (161.3) 134.8 (240.7)

Opening Cash 130.2 293.8 132.4 267.2
PAT Growth rate 185 (2616) (1228) 2278 o o Cashy Cash Equivalent 2938 1324 2612 266
EPS 23.3 (37.7) 8.5 21.9

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 7: Balance sheet % crore [ Exhibit 8: Key ratios

[ Crore) FY19 FY20 FY21E  FY22E FY19  FY20 FY21E FY22E
Equity Capital 51.4 51.4 51.4 51.4 Per Share Data (%)

Reserve and Surplus 1,878.2 1,649.9 1,680.1 1,679.7 EPS - Diluted 23.3  (31.7) 8.5 21.9
Total Shareholders funds 1,929.5 1,701.3 1,731.4 1,731.0 Cash EPS 241 (36.2) 9.4 28.9
Minority Interest 43.5 41.9 41.9 41.9 Book Value 3759 331.4 337.3 3371.2
Total Debt 203.2 207.0 304.0 314.0 Dividend per share 1.2 - 2.6 8.7
Deferred Tax Liability (Net) 13.4 1.7 1.1 1.1 Operating Ratios (%)

Total Liabilities 2,376 2,190 1,958 2,085 EBITDA / Net Sales 4.4 (9.3) (6.2) 122
Gross Block 30.2 335 45.9 50.9 PAT / Net Sales 202  (31.7) 109 17.1
Less Acc. Dep 22.6 22.5 211 32.1 Return Ratios (%)

Net Block 1.6 11.0 18.8 18.7 RoE 6.2 (11.4) 25 8.3
Goodwill on Consolidation 66.0 66.0 66.0 66.0 RoCE 3.8 (1.5) 0.5 6.7
Capital WIP 9.8 12.2 12.2 12.2 RolC 1.2 (3.6) (1.6) 4.7
Total Fixed Assets 83.5 89.3 97.1 97.0 Valuation Ratios (x)

Investments 926.3 687.8 548.2 548.2 EV / EBITDA 52.1 NM NM 16.9
Inventory 1,345.1 1,204.3 1,458.2 1,417.3 P/E (Dlluted) 12.0 (74) 32.9 10.0
Sundry Debtors 138.9 114.4 97.2 157.0 EV / Net Sales 23 25 3.7 2.1
Loans & Advances 371 834 57.9 131 Market Cap / Sales 2.4 2.4 3.6 1.7
Cash & Bank Balances 293.8 132.4 267.2 26.6 Price to Book Value 0.7 0.8 0.8 0.8
Other Current Assets 420.9 369.7 194.4 296.8

Total Current Assets 2,222.3 1,904.2 2,074.9 1,970.8 Solvency Ratios (x)

Other Current Liabilities 789.9 570.3 628.4 511.2 Debt / Equity 0.1 0.1 0.2 0.2
Provisions 14.0 13.5 6.7 10.1 Debt / EBITDA 7.9 (3.6) (12.2) 3.1
Net Current Assets 1,4184 11,3204 1,439.8 1,449.4 Current Ratio 2.4 3.0 28 3.7
Total Assets 2,376 2,190 1,958 2,085 Quick Ratio 0.7 1.0 0.6 1.0

Source: Company, ICICI Direct Research -
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
‘ﬂICICI(m,m; com| 1 1 g
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a;ﬁmwaru 2012 A;L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, 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 Limited is a SEBI registered
Research Analyst with 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 ir banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives 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

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d 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, 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
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 judgment 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 managed 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 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 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.

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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