Mahindra Lifespace Developers (MAHLIF)

CMP: X 754

Target: ¥ 940 (25%)

Target Period: 12 months
July 30, 2021

Play on expanding residential portfolio...

About the stock: Mahindra Lifespace Developers (MLD) is the real estate and
infrastructure development business of the Mahindra Group. It has 27.4 million
square feet (msf) of completed, ongoing and forthcoming residential projects across
seven cities and over 5,000 acres of ongoing, forthcoming projects under
development at its integrated development/industrial clusters across four locations.

o The company has outlined five years plans wherein it aims to achieve sales
value of ¥ 2500 crore by FY25. For the same, it is targeting four land
transactions every year totalling ~¥ 2,000 crore worth of sales potential

Q1FY 22 Results: MLD reported muted Q1FY22 results.

e Sales volume, value was up 1.25x, 2.7x YoY on depressed base at 0.18 msf,
% 145 crore, respectively. QoQ, sales value declined 58%, with second wave
impact & no new launches. Collections at ¥ 204 crore were up 1.8x YoY

e On the financial front, revenues were up 9.2x YoY at ¥ 148.2 crore on
superior recognition in residential segment. Losses were at% 13.9 crore

What should investors do? MLD’s share price has grown at ~13% CAGRoverthe
past five years (from ~3 415 in July 2016 to ~% 754 levels in July 2021).

e We maintain our BUY rating on the company

Target Price and Valuation: We value MLD at % 940/share.

Key triggers for future price performance:

e Robust launch pipeline and unsold inventory with ¥ 2,593 crore of potential
cash flow

o Huge captive land bank and expansion plans to spend % 500 crore each year
on land having potential to generate annual sales of ~¥ 2,000 crore

¢ Recent management changes lend diverse expertise and scale
e IC & IC business to benefit from PLI/manufacturing push

e Borrowing cost lowest among peers— a huge competitive advantage

Alternate Stock Idea: Apart from MLD, we like Nirlon in the real estate space.

e Quality Grade-A office assets and backing of Reco Berry — an affiliate of GIC

e BUY with atarget price of ¥ 400

Key Financial Summary

FY19 FY20 FY21 5yr CAGR (FY16-21)
Net Sales (3 crore) 592.8 610.9 166.3 -22%
EBITDA (% crore) 25.8 (56.8) (93.5) NA
Net Profit (% crore) 119.7 (193.4) (71.7) NA
EPS - Diluted () 23.3 (37.7) (14.0)
P/E (x) 323 NM NM
Price / Book (x) 2.0 2.3 2.4
EV/EBITDA (x) 146.3 NM NM
RoCE 3.8 (1.5) (4.1)
RoE 6.2 (11.4) (4.4)
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Particular [ crore)
Market Capitalization 3,870.1
Total Debt (FY21) 243.4
Cash and Inv (FY21) 135.5
EV 3,978.1
52 week H/L R) 793/198
Equity capital 51.4
Face value 10
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Recent Event & Key Risks

The board has approved the
issuance of two bonus sharesfor one
share held by shareholders

Key Risk: (i) Slowdown in residental
real estate; (ii) Extended pandemic
impacting IC & IC business
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FY22E FY23E 2 yr CAGR (FY21-23E)
184.5 181.6 116.8
(116.7) 155.1 LP
(63.1) 154.3 LP
(12.3) 30.1
NM 25.1
2.4 2.3
NM 26.8
(5.0 8.4
(4.0) 9.1

Source: Company, ICICI Direct Research
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Key business highlight and outlook
Residential business to expand sharply

MLD has achieved net sales value of ¥ 145 crore in the residential segment during
Q1FY22 (down from % 346 crore reported in Q4FY21) largely impacted by state-wise
lockdown triggered by the second-wave of Covid-19 pandemic. MLD achieved net
sales of ¥ 695 crore in FY21 (up from % 670 crore in FY20). MLD has concluded three
deals last year totalling saleable area of ~2.4 msf with sales value potential of
~% 1500 crore, clearly signalling the conversion of intent into action. We expect the
annual sales volume to grow 1.6x to 1.7 msf in FY23 with annual sales value jumping
1.9x to ~¥ 1341 crorein FY23E, based on the launch pipelines, with further upsides
also possible if further new land is added and launched within this period.

IC & IC business to benefit from PLI/manufacturing push

For Q1FY22, the company leased 6.7 acres during Q1FY22 with total value of ¥ 14.3
crore. The transactions are getting delayed with large restrictions on international
travel (manufacturing/factory deals requires physical presence and site visits). In
FY21, the integrated cities and industrial clusters (IC & IC) business leased 55.6 acres
worth ¥ 128.7 crore. Furthermore, there were also sales of 9.2 acres in FY21 for land
outside MWC boundaries. Going ahead, triggers such as PLI schemes, softening of
interest rates and credit availability, lower tax rates for new manufacturing facilities,
coupled with global realignment of manufacturing, supply chains are expected to
drive the IC & IC business. Furthermore, leasing from Ahmedabad will also give a
push to the overall momentum. We highlight that the company has targeted an
annual leasing run rate of ~¥ 500 crore from the IC & IC business by 2025.

Key conference call takeaways

e The real estate industry has seen decent demand during Q1FY22 despite the
second wave of Covid-19 pandemic restricting site visits and free movements.
Additionally, demand was driven by a) gradual opening of economy, b) lower
mortgage rates and c) buyers preferring better quality homes

o Mid-premium segment contributed 79% to total sales while the rest 21% was
from the affordable division. Also, finished goods contributed 12% to overall
sales. Average price realisation was at ~X 6,200 per sq ft. MLD could not launch
any project during Q1FY22 mainly owing to disruptions caused by Covid-19. In
total, MLD is likely to launch projects worth >3 1,000 crore in FY22

e As per the management, the deal pipeline is robust and receiving a lot of
enquires from MNC players. The company is also getting enquires for built-to-
suit facilities and warehousing services in industrial parks segment and is
currently in an evaluation stage.

e Availability of labourers had dropped during April-May 2021 with the second-
wave of Covid-19 triggering migration to native places. However, labour
strength has normalised currently with workers returning to project sites amid
a decline in Covid-19 cases

e Consolidated debt, cash at the end of Q1FY22 were at 255 crore, X 162 crore,
respectively. Cost of borrowing has dropped currently to 6.95%, 5.9% at
consolidated, standalone levels, respectively

e The company has recommended bonus issue of equity shares in the ratio of
2:1 (two shares for every share held by shareholders). This move is likely to
increased liquidity in the stock

We like MLD given its strong parentage, the management’s focus on expanding its
overall scale of operation and acomfortable balance sheet. The new land purchases
could enable it to scale upits residential business. The change in management and
execution has started to show initial signs of transformation. Hence, we maintain
BUY recommendation with a revised target price of ¥ 940/share.
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Exhibit 1: Quarterly sales volume 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 Potential Valve %
crore)
Sales Completed 1737
Amount Collected 788
Ongoing and  Finished Net amount to be collected on completed sales 949
Projects Future Sales from finished goods & inventory in ongoing projects 1017
Balance Construction Cost to be spend 873
Net amount to be collected on future sales 144
Sales Potential 1744
Future Phases of Ongoing ales Toten |a.
. Est. Construction Cost 942
Projects . -
Cashflow from future phases of ongoing projects 802
New  Projects - Not Cashflow from new projects to be launched (D) 698
Launched
Total Potential Cash Flows 2593

Source: Company, ICICI Direct Research
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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. The change in management and
execution has started to show initial signs of transformation. Hence, we maintain
BUY with a target price of ¥ 940/share (earlier ¥ 675/share). The increase in target
price is owing to lower discount to market value (25% now vs. 50% earlier) on land
bank and a premium of 30% to our NAV estimates for growth potential.

Exhibit 5: Valuation

Value /
X Comment
Particulars Stake value share
Residential 1579.0 307 We have only taken projects which have been given as forthcoming

projects by company

This includes the MWC Chennai (remaining land), MWC Jaipur
IC& IC Business 1569.3 305 (remaining land), Origins Chennai and Ahmedabad and rental assets
like Evolve and Mahindra Tower in Delhi

Land bank like Murud, Pune and Thane at 25% discount to market

Land Bank 675.0 131

value
Less Net Debt 107.9 21
NAV Valuation 37115.4 123
30% Premium for growth potential 217
Rounded off Target price 940

Source: Company, ICICI Direct Research
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Financial Summary

ICICI Direct Research

[ Crore) FY20 FY21 FY22E FY23E [ Crore) FY20 FY21 FY22E FY23E
Net Sales 610.9 166.3 184.5 781.6 Profit after Tax (193.4) (711.7) (63.1) 154.3
Other Income 35.0 21.6 23.7 29.7 Depreciation 1.7 1.0 1.4 1.4
Total operating income 645.9 187.8 208.2 811.3 Add: Interest 1.6 11.0 14.0 21.8

Other Income (35.0) (21.6) (23.7) (29.7)
Operating Expenses 483.0 117.3 144.5 462.0 Cash Flow before wc changes (214.8) (81.6) (87.0) 205.6
Employee Expenses 82.2 75.7 83.3 87.4 Changes in Working Capital (63.8) 52.1 (159.1) (125.8)

Administrative Expenses 102.5 66.8 73.4 771 Taxes Paid (3.9) (4.0) 21.6 (51.6)
Total Operating Expenditure 667.8 259.7 301.2 626.5 Net CF from operating activities (282.4) (33.5)  (224.5) 28.1
EBITDA (56.8) (93.5) (116.7)  155.1 (Purchase)/Sale of Fixed Assets (13.5) (2.7) (17.0) 44.5
Interest 1.6 1.0 14.0 21.8 (Purchase)/Sale of Investment 139.5 (9.9) - -
Depreciation 1.1 7.0 1.4 1.4 Other Income 35.0 21.6 23.7 29.7
Other income 35.0 21.6 23.7 29.7 Net CF from Investing activities 161.5 9.5 6.7 74.2
Exceptional ltems (134.6) - - - Issue/(Repayment of Debt) 3.7 36.4 120.6 11.0
PBT (196.2) (77.7) (85.7)  205.0 Changes in Minority Interest (1.6) 0.0 - -

FTaxes (1.7) (6.3) (21.6) 51.6 Changes in Networth (34.9) 1.5 19.6 (47.9)
PAT before Ml (194.5) (71.4)  (64.1) 153.3 Interest (7.6) (11.0) (14.0) (21.8)
Minority Interest 1.1 (0.3) 1.0 1.0 Net CF from Financing activities (40.4) 21.0 126.2 (58.8)
PAT (193.4) (11.7)  (63.1) 154.3 Net Cash flow (161.3) 3.0 (91.6) 43.6
PAT Growth rate NA NA NA NA Opening Cash 293.8 132.4 135.5 43.8
EPS (37.7) (14.0) (12.3) 30.0 Closing Cash/ Cash Equivalent 132.4 135.5 43.8 81.4

Source: Company, ICICI Direct Research Source: Company, ICIC! Direct Research

Exhibit 8: Balance Sheet  crore

[ Crore) FY20 FY21 FY22E  FY23E FY20 FY21 FY22E FY23E
Equity Capital 51.4 51.4 51.4 51.4 Per Share Data (3)

Reserve and Surplus 1,649.9 1,579.7 1,536.2 1,642.6 EPS - Diluted (37.7) (14.00 (12.3) 30.1

Total Shareholders funds 1,701.3 1,631.1 1,587.6 1,694.0 Cash EPS (36.2) (12.6) (10.8) 31.5
Minority Interest 41.9 42.0 42.0 42.0 Book Value 3315 317.8  309.3 330.0
Total Debt 207.0 243.4 364.0 374.9 Dividend per share - - 9.3
Deferred Tax Liability (Net) 1.7 (2.6) (2.6) (2.6) Operating Ratios (%)

Total Liabilities 2,190 1,958 1,914 1,991 EBITDA / Net Sales (9.3) (56.2) (63.3) 19.8
Gross Block 335 33.9 50.9 6.4 PAT / Net Sales (31.7) (43.1) (34.2) 19.7
Less Acc. Dep 22.5 29.5 31.0 44.4 Return Ratios (%)

Net Block 11.0 4.4 13.9 (38.1) RoE (11.4) (4.4) (4.0) 9.1

Goodwill on Consolidation 66.0 66.0 66.0 66.0 RoCE (1.5) (4.1) (5.0) 8.4
Capital WIP 12.2 14.6 14.6 14.6 RolC (3.6) (5.8) (6.5) 1.4
Total Fixed Assets 89.3 85.0 94.5 42.6 Valuation Ratios (x)

Investments 687.8 548.2 558.1 558.1 EV / EBITDA NM NM NM 26.8
Inventory 1,204.3 1,344.7 1,466.9 1,765.5 P/E (Diluted) NM NM NM 25.1
Sundry Debtors 114.4 56.4 121.8 31.0 EV / Net Sales 6.5 23.9 22.7 5.3
Loans & Advances 83.4 88.3 70.6 29.2 Market Cap / Sales 6.3 23.3 21.0 5.0
Cash & Bank Balances 132.4 135.5 43.8 81.4 Price to Book Value 2.3 2.4 2.4 2.3
Other Current Assets 348.7 281.7 279.4 279.4
Total Current Assets 1,883.2 1,906.6 11,9825 21925 Solvency Ratios (x)

Other Current Liabilities 570.3 640.7 655.2 705.2 Debt / Equity 0.1 0.1 0.2 0.2
Provisions 13.5 15.5 9.5 0.1 Debt / EBITDA NM NM NM 2.4
Net Current Assets 1,299.4 1,250.3 1,317.8 1,487.2 Current Ratio 3.0 2.7 2.9 3.0
Total Assets 2,190 1,958 1,914 1,991 Quick Ratio 0.9 0.6 0.7 0.5

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%
fﬂlClCIu’m-wx com| 1 ] ‘
lnuummu'o'::“u!m.",,;. | BHOE\(EH .
ICICI S ities Ltd. 7S STARMINE |
T E—’;‘s‘yst»\wa'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

ICICI Securities | Retail Research 6



ﬂ Company Update | Saregama India ICICI Direct Resea

ANALYST CERTIFICATION

|/\We, Bhupendra Tiwary, CFA, MBA, Lokesh Kashikar, MMS, Research Analysts, authors and the names subscribed to this report, hereby certify thatall of the views expressed in this re search reportaccurately reflect ourviews
about the subjectissuer(s) or securities. We also certify that no partof our compensation was, is, orwill be directly or indirectly related to the specific recommendation(s) or view(s)in this report. It is also confirmed thatabove
mentioned Analystsofthisreporthave notreceived any compensation from the companiesmentioned in the reportin the preceding twelve monthsand do notserve asan officer, directororemployee of th e companiesmentioned 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 fin ancial products.

ICICI Securitiesis Sebi registered stock broker, merchantbanker, investmentadviser, portfolio managerand Research Analyst. ICICI Securitiesisregistered with Insurance Regulatory DevelopmentAuthority of India Limited (IRDAI)
asa composite corporate agentand with PFRDA asa Point of Presence. ICICI Securities Limited Research AnalystSEBI Registra tlon Number— INH000000990. ICICI SecuritiesLimited SEBIRegistration isINZ000183631 forstock
broker. ICICI Securitiesisa subsidiary of ICICI BankwhichisIndia’slargestprivate sectorbankand hasitsvarioussubsi diari gagedinb fhousingfinance, assetmanagement, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securitiesisone ofthe leading merchantbankers/underwritersof securitiesand participate in virtually all securitiestrading marketsin India. We and ourassociatesmighthave investmen tbanking and otherbusinessrelationship
with a significantpercentage of companiescovered by ourlnvestmentResearch Department. ICICI Securitiesand its analysts, personsreporting to analystsand their relativesare generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendationin reportsbased untechnical and derivative analysiscentre onstudying chartsofa smcksprice movement, outstanding positions, trading volume etc asupposedtu focusingona company'sfundamentalsand, as

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

ICICI SecuritiesLimited hastwo independentequity research groups: Institutional Research and Retail Research. Thisreporthasbeen p repared by the Retail Research. The viewsand opinionsexpressedin thisdocumentmay ormay
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The informationand opinionsinthisreporthave been prepared by ICICI Securitiesand are subjectto change withoutany noti ce. The reportand information contained hereinisstrictly confidential and meantsolely forthe selected
recipient and may not be altered in any way, transmitted to, copied ordistributed, in partorinwhole, to any otherperson orto the media orreproducedin any form, withoutprior written consentofICICI Securities. While we would
endeavour to update the information herein on areasonable basis, ICIC| Securitiesisunderno obligation to update orkeep the information current. Also, there may be regulatory, compliance orother reasonsthatmay preventICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is incompliance with applicable regulationsand/or ICICI Securities policies, in
circumstances where ICICl Securities might be acting in an advisory capacity to this company, orin certain other circumstances.

Thisreportisbased oninformation obtained from public sourcesand sourcesbelieved to be reliable, butnoindependentverification hasbeen made norisitsaccuracy orcompletenessguaranteed. Thisreportand information herein
is solely forinformational purpose and shall not be used orconsidered as an offer documentor solicitation of offerto buy or sell or subscribe forsecurities orother financial instuments. Though disseminated toall the customers
simultaneously, notall customersmay receive this reportatthe same time. ICICl Securities will nottreatrecipientsascustomersby virtue oftheirreceiving thisreport. Nothing in thisreportc onstitutesinvestment, legal, accounting
and tax advice orarep ion thatany i 1t orstrategy issuitable or appropriate to your specific circumstances. The sec discussed and opini xpressed in this reportmay not be suitable for al linvestors, who
mustmake theirown investmentdecisions, based on theirown investmentobjectives, financial positionsand needsof specific recipient. Thismay notbe taken in substitution forthe exercise ofindependentjudgmentby anyecipient
Therecipientshould independently evaluate the investmentrisks. The value and retumn on investmentmay vary because of changesi ninterestrates, foreign exchange ratesorany otherreason. ICICI Securitiesacceptsno liabilities
whatsoever forany lossor damage of any kind arising out ofthe use of thisreport. Pastperformance isnot necessarily a guide to future performance. Investorsare 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 twe lve months

ICICI Securitiesoritsassociates mighthave received any compensation from the companiesmentioned in the reportdu ring the period preceding twelve months from the date ofthis reportforservicesin respectofmanaging orco-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory se rvice in a merger or specific transaction.

ICICI Securitiesencourages independence inresearch reportpreparation and strivesto minimize conflictin preparation ofre search report. ICICI Securitiesorits associatesorits analystsdid notreceive any compensation orother
benefits from the companies mentionedin the reportorthird party in connection with preparation of the research report. Acc ordingly, neitherICICI SecuritiesnorResearch Analystsand their relativeshave any material conflictof
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 Securitiesoritssubsidiariescollectively orResearch Analystsortheirrel atives do notown 1%ormore ofthe equity securitiesof the Company mentioned in the report asof the lastday 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 beneficial ownershipin va rious 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 reportisnot directed orintended for distribution to, or use by, any person orentity who isa citizen or residentofor located inany locality, state, country or otherjurisdiction, where such distribution, publication, a vailability or
use wouldbe contrary to law, regulation orwhich would subjectICICI Securitiesand affiliatesto any registration orlicensing requi within such jurisdiction. The securitiesdescribed herein may ormay notbe eligible forsale 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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