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Consumption recovery faster than anticipated...

The key highlight for Phoenix Mills (PML) was consumption recovery at retail
malls with festivities. During Q3FY21, total consumption was at% 1,380 crore
(up 195% QoQ; at ~67% of Q3FY20) and the improving trend continued in
January 2021 - growing 5% MoM to ¥ 530 crore (~83% of January 2020).
Reported revenues de-grew ~34% YoY to ¥ 337.8 crore, with core portfolio
(commercial + retail + hospitality) revenues down ~39% YoY to ¥ 282.3
crore, dragged by weak hospitality performance (down 74% YoY). Reported
EBITDA margin was down 366 bps YoY to 47%.

Mall recovery better than anticipated

PML rental income in Q3FY21 at3 176.1 crore (~67% of Q3FY20) was higher
than H1FY21 rental (at ~% 170.5 crore at ~33% of H1FY20). Additionally,
retail collections saw a sharp improvement to ¥ 260 crore, ¥ 390 crore in
Q3FY21, 9MFY21, respectively. This was largely driven by overall
consumption improvement. Going forward, the management expects
consumption to reach 85-90% by FY21-end and fully normalised levels
(along with contractual escalations) in FY22E. We expect ~45% decline on
like to like basis in rental revenues (ex-CAM charges) in FY21 vs. earlier
expectations of 50% decline. Over the medium term, we expect retail rental
income to grow at a CAGR of ~13.56% to % 1923 crore in FY20-25E.

Kolkata acquisition to expand overall retail offering

The company recently acquired 7.5 acres of land in Alipore, Kolkata for total
consideration of ¥ 300 crore to be used for retail-led mixed used
consumption. The land parcel has retail development potential of 1 mn sq ft
in phase-1 (construction cost of ~% 550 crore), which is likely to be
operationalised by FY25. Additionally, PML is looking to develop balance 0.2
mn sq ft land parcel into office space in phase-2 (cost: ¥ 125 crore). The
management indicated average rental of large comparable retail format is
~% 120-150/ month. PML is looking to attain ~15-16% yield on cost in first
few years of operations and 20% yield, thereafter, in the project.

Valuation & Outlook

PML remains a quasi-play on India’s consumption story, given the quality of
assets, healthy balance sheet & strategic expansion plans. The QIP fund raise
has boosted the liquidity & growth ammunition and rental asset expansion
plan in Kolkata is testimony. With only five to six major retail mall developers
currently in India, and given its USP of operating large format properties
efficiently, PML is as a superior player in the medium to long term. We
maintain BUY rating with SoTP based target price of ¥ 950 (X 795, earlier).

Key Financial Summary

[ Crore) FY19 FY20 FY21E FY22E
Net Sales (% crore) 1,981.6 1,941.1 1,043.7 2,104.0
EBITDA ( crore) 993.2 967.1 491.7 1,066.9
EBITDA margin (%) 50.1 49.8 471 50.7
Adj. Net Profit (% crore) 372.9 327.0 21.0 381.8
Adj. EPS ) 24.4 21.4 1.2 22.2
P/E (x) 29.7 37.3 665.3 36.7
EV/EBITDA (x) 17.9 18.9 35.3 16.4
Price / Book (x) 3.6 3.4 2.9 2.7
RoCE (%) 9.6 8.4 3.2 1.8
RoE (%) 10.7 8.8 0.4 1.4
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Particular Amount ( crore)
Market Capitalization 14,003.4
Total Debt 4,573.2
Cash and Investments 140.7
EV 18,435.9
52 week H/L ) 980 / 466
Equity capital 30.7
Face value 22

Key Highlights

. Over the medium term we
expect retail rental income to
grow at a CAGR of 13.5% to
% 1923 crore in FY20-25E

. Maintain BUY with revised target
price of ¥ 950/share

Key risks to our call

. Sustained slowdown in

commercial leasing

(] Inability to lease out new
properties.
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FY23E CAGR FY20-23E
2,405.9 1.4%
1,256.1 9.1%

52.2
466.0 12.5%
271
30.1
13.8
25
8.5
8.4

Source: Company, ICICI Direct Research
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ﬂ Result Update | Phoenix Mills ICICI Direct Research
Exhibit 1: Variance Analysis

Q3FY21 Q3FY21E Q3FY20 YoY (Chg %) Q2FY21 QoQ (Chg %) Comments

The revenue beat was obetter than expected
consumption uptick in @3 in the retail segment. On
the core portfolio (commercial + retail + hospitality)

Income from Operation 3317.8 308.6 511.8 -34.0 214.9 2 front, revenues declined by ~39% YoY to % 282.3
crore, with ~74% decline in hospitality revenues and
30.77% decline in Retail revenues

Other Income 15.1 20.0 13.3 13.8 14.4 4.6

Total raw material Expense 21.5 19.2 32.3 -14.7 19.2 43.0

Employee cost 31.4 35.0 52.1 -28.2 22.8 64.4

Other expenditure 84.4 85.0 129.0 -34.6 60.1 40.4

EBITDA 158.8 148.3 259.3 -38.8 91.7 13.2

EBITDA Margin (%) 47.0 48.0 50.7 -366 bps 42.7 435 bps

Depreciation 53.1 54.1 51.4 3.2 54.1 -2.0

Interest 85.7 95.0 88.9 -3.6 94.4 9.3

PBT 35.2 19.1 132.3 -13.4 -42.5 -182.8

MAT credit balances of certain subsidiaries which
were written off during the previous financial year on
Taxes -24.9 4.8 35.8 -169.8 -2.5 902.8 account of the decision to opt for the new income
tax regime at that time, have now been reinstated.
This resulted in negative tax expenses on net basis

Reported PAT 65.4 20.4 91.9 -28.8 -35.9 -282.3

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY19  Fy20 FY21E FY22E FY23E
[ Crore) Old New % Change Old New % Change Comments
Revenue 1981.6  1941.1 11949  1043.7 12,7 2,083.7 2104.0 1.0 2405.9 f:sﬂ:f:w numbers post IM
EBITDA 993.2  967.1  491.4  491.7 0.1 1,069.7 1066.9 0.3 1256.1
EBITDA Margin (%) 50.1 498 411 471 599bps 513 4957 -183bps 54.9
PAT 4210 3347 13.7 21.0 NM  399.2 381.8 4.4 466.0
EPS ) 275 21.8 0.8 1.2 NM 232 222 43 271

Source: Company, ICICI Direct Research
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Conference call Highlights

Retail/Commercial Properties KPls: During Q3FY21, total
consumption was at T 1,380 crore (up 195% QoQ; at ~67% of Q3
FY20) and the improving trend continued in January 2021 — growing
5% MoM (to T 530 crore; ~83% of January 2020). Going forward,
the management expects consumption to reach 85-90% by FY21-
end. Additionally, in line with consumption, retail collections
witnessed sharp improvement and were at ¥ 260 crore, ¥ 390 crore
in Q3FY21, 9MFY21, respectively. As of now, the company has ~7
mn sq ft of gross leasable area (GLA) across nine operational retail
malls in six cities. With the strong pipeline in malls including Phoenix
Millennium (Wakad), Phoenix Citadel (Indore), Phoenix Mall of Asia
(Bangalore) and Palladium (Ahmedabad), total of ~13 mn sq ft mall
GLA is expected to be operational by FY25. In the commercial
business, its office portfolio was least impacted and commercial
revenues were 93% on YoY basis. Among major assets, 95% of the
Fountain head Pune tower 1 are leased and operational. For tower
2, the company received occupational certificate in October 2020,
and has leased out 50,000 sq ft area till now at an average rate of
% 71 per sq ft. Fountainhead tower 3 is under construction and likely
to get completed over the next two months

Residential business: The residential segment reported revenues of
I 55.6 crore (up 16% YoY) as the company witnessed healthy
demand of ready to move in inventory and reconfiguration of
Kessaku into smaller units. Collections were at ¥ 36 crore and the
company has sold inventory worth ¥ 55.6 crore in Q3FY21.
Additional sales of ¥ 39.7 crore was completed in 9MFY21 for which
registration is pending. As on January 2021-end, the company has
achieved sales of ¥ 175 crore and collections were at % 120 crore

Hospitality portfolio: Hospitality business revenues fell 74.3% YoY
to T 27.8 crore in Q3FY21. St Regis occupancy remained low at
~35% in Q3FY21 (vis-a-vis 84% in Q3FY20). However, the company
has undertaken various cost rationalisation exercises during the
quarter, which translated into profit at the operating level. Going
forward, the management expects operating performance to remain
subdued until business and leisure travels normalizes. In Agra
Courtyard Marriot, operations were shut since March and reopened
on August 8, 2020. Post opening, occupancy in Courtyard during Q3
was at 38%

Acquisition: The company, via its wholly owned subsidiary viz.
Mindstone Mall Developers, has acquired 7.5 acres of land in
Alipore, Kolkata for total consideration of ¥ 300 crore to be used for
retail-led mixed used consumption. As per the management, the
land parcel has retail development potential of 1 mn sq ft in phase-1
(construction cost of ~3% 550 crore), which is likely to be
operationalised by FY25. Additionally, the company is looking to
develop balance 0.2 mn sq ft land parcel into office space in phase-
2 (cost: ¥ 125 crore)

Agreement with GIC: Phoenix Mills has entered into an agreement
with Singapore’s sovereign wealth fund GIC to set up a mall
development platform in India. Initially, the fund will pick up ~ 26%
equity in certain retail and office assets portfolio owned by Phoenix
Mills and some of its subsidiaries. Further, both entities may
mutually agree to further increase GIC’s stake to up to 35% within a
12-month period from the closing of the proposed transaction.
Currently, due-diligence process is at an advanced stage and is
expected to be done within a month

ICICI Securities | Retail Research
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e Debt and capex: Gross debt was at T 4,412 crore, down by T 230
crore QoQ. Effective net debt of PML was stable at ~¥ 2700 crore.
Average cost of borrowing has reduced to 8.46%, 8.31% in Q3FY21,
January 2021, respectively, from 8.88% in Q2FY21 and is likely to
decline further as downward repricing is expected, going forward.
Additionally, the company guided for capex of ¥ 320 crore in FY21,
of which ¥ 240 crore has been spent in 9MFY21 X 100 crore in
Q3FY21)

ICICI Securities | Retail Research
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Company Analysis

Exhibit 3: Retail income trend

Q3FY20
Rental Income [ crore)
HSP & Palladium 94.6
PMC Mumbai 33.9
PMC Bangalore 40.0
PMC & Palladium Chennai* 48.2
PMC Pune 45.8
Phoenix Pallasio
Phoenix United Lucknow 9.0
Phoenix United Bareily 6.2

Q4FY20

78.0
28.3
30.7
38.5
35.0

1.2
5.0

Q1FY21

34.4

8.7
12.0
13.4
12.5

2.2
1.2

Q2FY21

33.4
8.7
12.8
1.4
13.6
3.7
3.7
2.8

Q3FY21

62.1
18.6
23.8
23.6
25.0
12.3

5.9

4.8

YoY
Growth
(%)

(34.4)
(45.1)
(40.5)
(51.0)
(45.4)

NA
(34.4)
(22.6)

QoQ
Growth
(%)

85.9
113.8
85.9
218.9
83.8
232.4
59.5
1.4

Source: Company, ICICI Direct Research

Exhibit 4: Commercial portfolio

Office Location
Operational

Phoenix Paragon Plaza ~ Mumbai
The Centrium Mumbai
Art Guild House Mumbai
Phoenix House Mumbai
Fountainhead - Tower 1 Pune
Fountainhead - Tower 2 Pune

Total Operational

Total
Area
(msf)

0.43
0.28
0.80
0.09
0.17
0.25
2.04

Area
Sold(msf)

0.12
0.16
0.17

0.46

Net Leasable
Area (msf)

0.31
0.12
0.63
0.09
0.17
0.25
1.58

Area
Leased

(msf)

0.16
0.08
0.54
0.08
0.16
0.05
1.07

Average
Rate
R/sq ft.)

102
NA
88
NA
88
n

Source: Company, ICICI Direct Research
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Financial story through charts

Exhibit 5: Revenue trend

FY23E 339 292
FY22E 355
FY21E
FY20 349 279
FY19 359 380
560 1 ,(;DD 1 ,500 2,[;00 2,500 3,600

o Retail ®m Commercial Hospitality Residential

Source: Company, ICICI Direct Research

Exhibit 6: EBITDA and EBITDA margin trend
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Source: Company, ICICI Direct Research

Exhibit 7: PAT trend
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Source: Company, ICICI Direct Research
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Valuation & Outlook

PML remains a quasi-play on India’s consumption story, given the quality of
assets, healthy balance sheet & strategic expansion plans. The QIP fund raise
has boosted the liquidity & growth ammunition and rental expansion plan in
Kolkata is testimony. With only five to six major retail mall developers
currently in India, and given its USP of operating large format properties
efficiently, PML is as a superior player in the medium to long term. We
expect ~45% decline on like to like basis) in retail rental revenues (ex- CAM
charges) in FY21. However, over the medium term, we expect retail rental
income to grow at a CAGR of 13.5% to T 1923 crore in FY20-25E. We
maintain BUY rating with a SoTP based target price of ¥ 950/share.

Exhibit 8: Valuation

iy Parameters GAV Debt NAV PML Value  Value/ share (3/
R crore) R crore) R crore) R crore) share)
Retail Leasable area (msf)
Retail Operational 6.8 13,991.6 2,927.4 11,064.2 9013 525
Retail under construction 3.6 2616 26 2590 1315 77
Retail Total 10.4 16,607 2,954 13,654 10,327 602
Commercial Leasable area (msf)
Commercial Operational 1.0 1608 112 1496 1496 87
Commercial under construction 1.8 1297 0 1297 1190 69
Commercial Total 2.8 2,905 112 2,793 2,686 156
Hospitality No of keys
Hospitality Total 588 2,381 1,186 1,195 938 55
Residential Saleable area (msf)
Residential Total 37 1,084 - 1,084 855 50
Total 17.0 22,977 18,726 14,807 862
Add: Cash & QIP proceeds 1,560 91
Target price 953
Rounded off TP 950

Source: Company, ICICI Direct Research

Exhibit 9: Price Performance
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Source: Company, ICICI Direct Research
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Financial summary

ICICI Direct Research

Exhibit 10: Profit and loss statement % crore @ Exhibit 11: Cash flow statement g crore

< crore FY20
Net Sales 1,941.1
Other Income 58.5
Total revenues 1,999.6
Raw Material Expenses 195.9
Employee Cost 165.5
Other Expenditure 612.6
Total Operating Expenditure 974.0
EBITDA 967.1
Interest 347.8
Depreciation 207.6
PBT 478.0
Tax 122.1
Reported PAT 334.7
EPS 21.9

FY21E
1,043.7
69.3
1,113.0

105.3

99.1
341.5
552.0

491.7

351.2

214.0
(4.3)
(1.1)
21.0

1.2

FY22E
2,104.0
72.8
2,176.8

212.3
168.3
656.5
1,037.1

1,066.9

345.1
260.7
533.8
133.4
381.8

22.2

FY23E
2,405.9
76.4
2,482.3

242.8
192.5
714.5
1,149.7

1,256.1

410.0
350.8
571.7
142.9
466.0

211

Source: Company, ICICI Direct Research

Exhibit 12: Balance sheet < crore

< crore FY20
Equity Capital 30.7
Reserves & Surplus 3,667.7
Networth 3,698.4
Total Debt 4,573.2
Other financial liabilities 203.3
Deferred Tax Liability 2.8
Source of Funds 9,756
Gross Block 7,514.8
Less: Accumulated Dep 1,435.3
Net Block 6,079.5
Capital WIP 1,534.1
Total Fixed Assets 7,613.6
Investments 428.0
Inventories 816.1
Trade Receivables 201.7
Loans & Advances 9.7
Cash & Bank Balances 140.7
Other Current Assets 406.4
Total Current Assets 1,736.3
Trade Payable 110.3
Provisions 76.1
Other Current Liabilities 526.9
Total Current Liabilities 713.3
Net Current Assets 1,023.0
Application of Funds 9,756

FY21E
34.3
4,745.1
4,780.0

4,532.6
114.4
2.8
10,691

1,644.6
1,649.4
5,995.3
2,051.9
8,047.2

428.0

428.9
102.9
5.2
1,117.8
200.2
1,901.7

59.3
38.0
280.2
371.6
1,524.1

10,691

FY22E
34.3
5,143.9
5,178.2

4,536.7
230.6
2.8
11,263

8,690.9
1,910.1
6,780.9
1,713.1
8,494.0

378.0

807.0
207.5
10.5
1,020.2
403.5
2,448.8

119.6
65.2
564.9
749.7
1,699.1

11,263

FY23E
34.3
5,494.9
5,529.3

4,387.6
263.7
2.8
11,495

11,694.8
2,260.9
9,433.9

(954.1)
8,479.8
378.0

988.7
231.3
12.0
1,090.2
461.4
2,789.7

136.8
61.3
646.0
844.1
1,945.6

11,495

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

< crore

Profit after Tax

Depreciation

Interest paid

Cash Flow before wc changes
Net Increase in Current Assets
Net Increase in Current Liabilities
Net cash flow from op. activities

Purchase of Fixed Assets
(Purchase)/Sale of Investments
Net cash flow from inv. activities

Proceeds from Long Term Borrowir
Interest paid
Net cash flow from fin. activities

Net Cash flow
Opening Cash
Closing Cash

FY20
334.7
207.6
347.8

1,033.4
1.1
(255.4)
663.7

(781.9)
44.2
(705.7)

329.7
(347.8)
(15.1)

(57.1)
192.0
140.7

FY21E
21.0
214.0
351.2
561.0
696.7
(424.6)
834.1

(647.6)
(525.8)
(40.6)
(351.2)
668.7
977.1

140.7
1,117.8

FY22E
381.8
260.7
345.1

1,139.7

(691.3)
488.3
803.2

(707.5)
50.0
(576.2)

4.1
(345.1)
(324.6)

(97.6)
1,117.8
1,020.2

FY23E
466.0
350.8
410.0

1,332.6

(270.9)

121.5
1,046.2

(336.7)
(302.1)
(149.2)
(410.0)
(674.1)

70.0

1,020.2
1,090.2

Source: Company, ICICI Direct Research

Exhibit 13: Key ratios

3 crore FY20 FY21E FY22E FY23E
Per Share Data
Reported EPS 21.9 1.2 22.2 27.1
Cash EPS 35.4 13.7 374 47.6
BVPS 241.5 278.4 301.6 322.1
Operating Ratios
EBITDA / Net Sales 49.8 47.1 50.7 52.2
PAT / Net Sales 16.8 2.0 18.1 19.4
Return Ratios
RoE 8.8 0.4 1.4 8.4
RoCE 8.4 3.2 1.8 8.5
RolC 10.8 4.2 10.5 8.6
Valuation Ratios
EV / EBITDA 18.9 35.3 16.4 13.8
P/E 31.3 665.3 36.7 30.1
EV / Net Sales 9.4 16.6 8.3 1.2
Market Cap / Sales 1.2 13.4 6.7 5.8
Price to Book Value 3.4 2.9 2.7 2.5
Turnover Ratios
Asset turnover 0.2 0.1 0.2 0.2
Gross Block Turnover 0.2 0.1 0.2 0.2
Solvency Ratios
Net Debt / Equity 1.2 0.7 0.7 0.6
Current Ratio 2.0 2.0 1.9 2.0
Quick Ratio 0.9 0.8 0.8 0.9
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%
1+
ﬁ'clcl(i//r‘v‘[ com | “.“_f. | |
I».lllm-nll’-)'::)ul Fingertips | BHOI{ER \ .
ICICI Securities Ltd. 75 STARMINE | |
| Eﬂ;‘avysmwa'd 2012 ‘£=-;
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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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 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)
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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 busil may make i 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
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.
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