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Introductory Note

Investment Summary

One of the growing housing-development and -investment companies in
India, Coral India Finance and Housing Limited’s business is divided into
two main segments: construction and investment, the latter bringing
nearly 80% to operating revenue in FY21. Rental income accounts for
more than 50% of investment income, with a 5% escalation clause
annually.

The company has commenced a residential project at Deolali, Nashik,
which includes flats, and bungalows of ~40,000 sq.ft. The Nashik real-
estate market presents immense opportunities, given its location and
robust infrastructure. We expect the company to benefit significantly
from growth in the city’s real-estate market.

It has a 300,000 sq.ft. project of a five-residential-building complex and
one commercial complex at Ghodbunder, Thane. Property prices in
Thane have steeply risen due to proximity to nature and the fast pace of
development, coupled with the government’s proposed plan to enhance
Thane’s connectivity to Navi Mumbai as well as the eastern and western
suburbs of Mumbai. With the expected sales of its remaining 33 flats by
the end of this financial year, we expect the company to realize the
benefits of its complex in Thane.

It has been paying dividends for eight years consecutively.

In 2020 it decided to go in for a buyback. It bought 95,76,755 equity
shares at % 17 each, resulting in an outflow of ¥16.28 crore in cash.

The stock now trades at an attractive P/E multiple of 8.7x FY23E EPS.
We assign a target multiple of 12x FY23E EPS. Our valuation generates a
target price of ¥ 62 with 38% potential from levels now, signalling a BUY
rating. A complete debt-free entity with a strong financial base and a
positive bottom line since inception makes it a promising investment.
BUY.

Key Financial Metrics

Total income 1455 1326 2008 2642 3036 3470
Growth 89%  515%  315%  149%  14.3%
Cost of operations 417 343 427 428 504 590
PAT 822 801 1297 1814 2072 2375
PAT margin 56.5%  604%  64.6% 686% 683%  684%
Diluted EPS (%) 1.65 1.61 3.22 450 5.14 5.89

Source: Company data; Khambatta Research
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Company Profile

Incorporated in 1995, Coral India Finance and Housing Limited is engaged in
multi-sector businesses. Its primary focus is to carry on business as builders,
developers and contractors for all types of construction, including land and
property development and real estate deals, and to provide all types of
financial services including bill discounting, lending and investment in other
securities.

Segment Revenue Investment Revenue Break-up

Construction
19.6%

Other Financial
Income 46 3%

Rent Income
52.8%

Investment
80.4%

Intereston Fixed
Deposits 0.9%

Source: Company data

Key Projects

A residential project at Deolali, Nasik (Maharahstra), on land purchased at a
low price in 2006 includes flats and bungalows of ~40,000 sq.ft. The
project’s budgeted cost is ~ ¥ 10 crore and sales are projected to be ~ % 20
crore (as per current market valuations) with the expected completion

Stable Rental income coupled timeline of FY23.

with additional revenue from

existing inventory to boost the At Coral Gardens, Thane, 33 Flats are ready for possession with 0.C (0.C for

revenue 8 flats is applied and awaited) for which the valuation comes to ~ % 30 crore.
As per the Management, these 33 flats are expected to be sold by the end of
March 22.

Coral Square Building in Thane is solely for commercial use. Offices of
~65,000 sq.ft. are rented and ~% 8 crore revenue is generated every year
with a yearly escalation clause of 5%.

The company has clear ownership of 100,000 sq.ft. land in Baroda in J/V.
At Baroda, it has 25,00,000 sq.ft. disputed land in a JV.

It has stock equity investment of ~ ¥ 37 crore and Mutual Funds investments
and liquid funds investments of ~% 39 crore.
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Mr Navin Doshi - Over 25
years of experience in real
estate and construction

Only second to agriculture,
real estate is the largest
employment generator in
India’s industrial sector

Management Profile

Promoter and Managing Director Mr. Navin Doshi has over 25 years’
experience in real estate and construction. His leadership abilities and
expertise in construction have been instrumental in the growth and success
of the company. He oversees the entire business including construction,
maintaining of quality, sales, profits and investments.

Along with Navin Doshi, the Board of Directors is equipped with sufficient
breadth of skills and expertise in construction, tenders, finance, legal,
consulting, operations, marketing, general management, technology, etc.
Their innovative and dynamic thinking has helped the company grow in size
and scale.

Industry Overview

Only second to agriculture, real estate is the largest employment generator in
India’s industrial sector. While India’s housing need demands the
construction of 5 houses per 1,000 people each year, only 3 houses per
1,000 people are actually built according to the Economic Times Housing
Finance Summit. With an estimated urban housing shortage of approximately
1 crore units, urban India’s growing housing need will necessitate the
construction of an additional 2.5 crore affordable homes by 2030.

The real estate sector faced several challenges during 2014 to 2020 leading
to an oversupply situation, resulting from cheap money invested into the
sector with many projects of poor quality launched. The 2018 NBFC crisis led
to a liquidity crunch, causing a reduction in fund availability and
consequently consolidation within the sector. The situation clearly favoured
the bigger developers with deep pockets. Offering better quality projects
coupled with their capacity of timely delivery, consumer preference shifted
towards the bigger reputed developers.

Residential sales across the top seven cities in Q2 (April-June) 2021
increased by 83% as compared to Q2 2020. According to JLL's Residential
Market Update - Q2 2021 released in July 21, this was mainly due to low
base effect, less stringent lockdowns, and accelerating vaccination drives
during Q2 2021, demonstrating improved resilience in the market. During
the first wave of COVID-19, residential sales dropped by a record 61%
quarter-on-quarter to 10,753 units in Q2 2020. However, the impact of the
second wave has been limited with sales in Q2 2021 dipping by 23% to
19,635 units.

New launches in the Mumbai residential market increased by 33%, from
4,616 units in Q1 2021 to 6,143 units in Q2 2021, as per a recent study by
JLL. While sales in the city remained at similar levels of Q1 2021,
transactions were concentrated in the price segment of ¥ 50 lakh to ¥ 1
crore, which accounted for 40% of the sales during the quarter.

The construction sector attracts the third-highest FDI inflow in India. The
sector (including construction development and construction activities)
received FDI to the tune of US$ 43 bn between April and September 2020.
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The Indian real estate is projected to see robust FDI inflows of up to US$ 8bn
by FY22. (Source: IBEF)

The Government of India (Gol) announced policy initiatives over the past few
years with the objective of supporting the real estate sector. In 2015, the
government approved 100 Smart City projects while also raising FDI limits for
townships and settlements development projects to 100%. Real estate
projects within SEZs have been allowed 100% FDI. Further, the government
released draft guidelines for investment by Real Estate Investment Trusts

(REITs) in the non-residential segment.

Indian Real Estate - FDI . o .
inflows projected up to The Gol’s Housing for All initiative is expected to bring in investments to the

US$8bn by FY22 tune of US$ 1.3 tn to the country’s housing sector by 2025. The Pradhan
Mantri Awas Yojana - Urban (PMAY-U) scheme is expected to push
affordable housing and boost the Indian real estate sector. The Gol approved
the development of Affordable Rental Housing Complexes (AHRCs) for urban
migrants and poor as a sub-scheme under PMAY-U. As of December 2019,
1.12 crore houses were sanctioned in urban areas under PMAY-U, which has
a potential to create 1.2 crore jobs. The Ministry of Housing and Urban Affairs
has recommended all states to consider reducing stamp duty on property
transactions to increase the affordability of real estate and help drive the
sector.

The real estate sector is expected to generate a total value of US$ 1 tn by
2030 and it is expected to contribute 13% of GDP by 2025. Besides the
housing segment, retail, hospitality and commercial real estate are expected
to witness robust growth in the long term, driving further demand for
residential real estate in turn. Rapid urbanisation, rising household income
and continued emergence of nuclear families will be the key growth drivers
across all segments of Indian real estate. (Source: IBEF)

The impact of second wave of the pandemic in Q2 2021 has not been as
pronounced as that of the first wave in Q2 2020. However, the office market
has been more affected by the pandemic compared to the residential market
that is seeing a sustained resurgence in demand. The leasing activity in the
MMR office market has been subdued due to the extended pandemic
situation. The MMR office market witnessed a 58% Year-on-Year (YoY)
decline in transaction activity during H1 2021. This drop in leasing was
primarily on account of two factors: the extended lockdown scenario in the
MMR and the high base of Q1 2020. The transaction activity in MMR had
started recovering towards the end of 2020 and had improved further in Q1
2021. However, the second wave stalled this upward momentum. (Source:
Knight Frank Research)
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Ongoing project in Nasik & the
existing inventory at Thane
with no financial leverage
makes company’s balance
sheet stronger

Investment Thesis
Projects in Nasik

Nashik enjoys a locational advantage owing to its proximity to the two major
metropolises: Mumbai and Pune. On the completion of widening the
highways connecting the city to the two, travel time between them and
Nashik has come down from five hours to under three hours. This has
increased the attractiveness of Nashik’'s property market to investors from
Mumbai and Pune. The city is one of the 'Golden Triangle’ industrial setting,
which includes Pune and Mumbai. The company has commenced a
residential project at Deolali, Nasik on land purchased at a low price in 2006.
It includes flats, and bungalows of ~40,000 sq.ft. The budgeted cost is ~% 10
crore and sales are projected at ~%Z 20 crore, signalling robust growth
opportunities for the company.

Projects in Thane

The company has a 300,000 sq.ft. project including a five-building residential
complex and one commercial complex at Ghodbunder, Thane. Offices for
commercial use are rented out. At present rental income generates ~% 8
crore revenue per annum. The company has a long-term agreement for five
years with 5% increment every year. As per our discussion with the
management, there were no significant changes in their Rental income
considering the pandemic effect. Thane's central location, adequate public
transport and multi-lane roads have undoubtedly made it a preferable choice
for home and office buyers.

A Debt free Entity

Real estate being capital-intensive, Coral India Housing and Finance stands
tall as it is a completely debt-free entity with no secured/unsecured loans.

Greater Profitability and Better Performance

Since inception, Coral India has made profits with an elevated performance
over the years. It has seen more than a 60% jump in PAT in FY21 with PAT
margins of 64%. Ahead, we expect even higher margins, leading to greater
profitability.
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Both the segments have done well from the previous year despite the
economic stress and market slowdown. Income from construction was
394.23 lakh (39% y-0-y growth) compared to ¥ 282.78 lakh the previous
year. The investment division too has been improving. For the year under
review, income from investment has witnessesd 55% y-0-y growth.

Segment Revenue
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Baroda JV 50:50

Company has land with clear ownership of 1,00,000 sq. feet in J/V in
Baroda. The land was purchase in 2006 for around ¥ 6 crs. We expect a
higher topline growth for the company when the land is used for construction.
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Valuation:

At 12x FY23E EPS, we rate Coral India Finance and Housing Ltd a BUY with a
target price of ¥ 62, an upside potential of 38% from current levels.
Capitalizing on its presence in locations with robust growth opportunities
coupled with boosted PAT Margins, we anticiapte the company to exhibit
good performance over the years and value the company at ¥ 62 informing
a Buy rating.

Profit & Loss Account

Total income 2,298 1,455 1,326 2,008 2,642 3,036 3,470
Growth -36.7% -8.9% 51.5% 31.5% 14.9% 14.3%
Cost of operations 582 417 343 427 428 504 590
Depreciation & amortization 18 15 13 11 10 9 8
PBT 1,697 1,021 969 1,570 2,204 2,522 2,870
Tax expense 349 199 167 273 390 450 495
PAT 1,349 822 801 1,297 1,814 2,072 2,375
PAT margin 58.7% 56.5% 60.4% 64.6% 68.6% 68.3% 68.4%
Diluted EPS (%) 2.70 1.65 1.61 3.22 4.50 5.14 5.89

Source: Company data; Khambatta Research

Key Risks

= Real estate is a highly regulated and policy-driven sector. Any significant
changes in policy, regulations or administered prices can potentially
affect our outlook and forecast.

= Continued high inventory levels will keep real estate prices subdued,
which, in turn, will negatively affect the sector’s growth.

=  Further severe waves of COVID-19 or it remaining around for an
extended period of time, especially in urban India can potentially have a
negative impact on the housing sector.
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Guide to Khambatta's research approach

Valuation methodologies

We apply the following absolute/relative valuation methodologies to derive the ‘fair value’ of the stock as a part of our fundamental research:

DCF: The Discounted Cash Flow (DCF) method values an estimated stream of future free cash flows discounted to the present day, using a company’s
WACC or cost of equity. This method is used to estimate the attractiveness of an investment opportunity and as such provides a good measure of the
company’s value in absolute terms. There are several approaches to discounted cash flow analysis, including Free Cash Flow to Firm (FCFF), Free Cash
Flow to Equity (FCFE) and the Dividend Discount Model (DDM). The selection of a particular approach depends on the particular company being researched
and valued.

ERE: The Excess Return to Equity (ERE) method takes into consideration the absolute value of a company’s return to equity in excess of its cost of equity
discounted to the present day using the cost of equity. This methodology is more appropriate for valuing banking stocks than FCFF or FCFE methodologies.

Relative valuation: In relative valuation, various comparative multiples or ratios including Price/Earnings, Price/Sales, EV/Sales, EV/EBITDA, Price/Book
Value are used to assess the relative worth of companies which operate in the same industry/industries and are thereby in the same peer group. Generally
our approach involves the use of two multiples to estimate the relative valuation of a stock.

Other methodologies such as DuPont Analysis, CFROI, NAV and Sum-of-the-Parts (SOTP) are applied where appropriate.

Stock ratings

Buy recommendations are expected to improve, based on consideration of the fundamental view and the currency impact (where applicable) by at least
15%.

Hold recommendations are expected to improve, based on consideration of the fundamental view and the currency impact (where applicable) between 5%
and 15%.

Sell recommendations are expected to improve up to 5% or deteriorate, based on consideration of the fundamental view and the currency impact (where
applicable).

Analyst Certification

I/We, Research Analysts and authors, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject
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.

Terms & Conditions and Other Disclosures:

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

Khambatta Securities is one of the merchant bankers. We and our associates might have investment banking and other business relationship with
companies covered by our Investment Research Department. Khambatta 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.

The information and opinions in this report have been prepared by Khambatta 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 Khambatta Securities. While
we would endeavor to update the information herein on a reasonable basis, Khambatta Securities is under no obligation to update or keep the information
current. Also, there may be regulatory, compliance or other reasons that may prevent Khambatta Securities from doing so.

This report is based on information obtained from public domain and is 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. Khambatta 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. Khambatta 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 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.

Khambatta 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 investment banking or merchant banking, brokerage services or other advisory
services.

Khambatta Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report.
Khambatta Securities or its analysts do 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 Khambatta Securities nor Research Analysts have any material conflict of interest
at the time of publication of this report.
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It is confirmed that Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service

transactions.
The Research Analysts engaged in preparation of this Report (a) may or may not have any financial interests in the subject company or companies

mentioned in this report; (b) do not own 1% or more of the equity securities of the subject company mentioned in the report as of the last day of the month
preceding the publication of the research report; (¢) do not have any other material conflict of interest at the time of publication of the research report.

It is confirmed that Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.
Neither the Research Analysts nor Khambatta 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 Khambatta Securities by any Regulatory Authority impacting Equity Research Analysis
activities.

This report has been prepared by Khambatta Securities. Khambatta Securities has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.
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