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Prestige Estates Projects

CMP: INR456 TP: INR675 (+48%) Buy

Demand momentum intact; net debt flat QoQ
Strong launch pipeline to aid in sustaining sales run-rate
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Bloomberg PEPL IN . i

S —— 201 B Prestige Estates Projects (PEPL) reported the second-best quarterly pre-sales
performance with total booking value of INR35b (10% beat), up 17% QoQ

M.Cap.(INRb)/(USDb) 182.3/2.2 . )

52-Week Range (INR) 553 /375 /66% YoY in ZQFYZ‘?' .

16, 12 Rel. Per (%) 4/-8)-12 ] PEPL.gene.rated 75% of sale.s from Bengaluru led by contlnue.d momen;cum at

12M Avg Val (INR M) 339 Prestige City, Bengaluru while Mumbai and Hyderabad contributed 12% and

9%, respectively, during the quarter.

. . B Sales volume rose 20% YoY to 4.2msf while blended realizations improved
Financials & Valuations (INR b)

Y/E Mar FY22 FY23E  FY24E 40% YoY to INR8,900/sq. ft. fueled by higher sales in Mumbai.

Sales 63.9 76.5 842 W PEPL launched 7.3msf of projects in 2QFY23, which included phase launches
EBITDA 15.3 17.9 222 in Prestige City, Mumbai and Bengaluru along with new project launches at
EBITDA (%) 24.0 23.4 26.4

Hyderabad and Bengaluru. On the commercial front, the company launched

QSJS' (F:ﬁ;) 1;1:; 12:31 1: Prestige Liberty Towers in Mumbai
EPS Gr. (%) 244 08 a3 MW Giventhelow unsoldinventory level, PEPL plans to launch 15msf of projects
BV/Sh. (INR) 2425 2596  274.7 in 2HFY23 to sustain the momentum
Ratios m Absence of large project additions coupled with significant improvement in
:z; l(jog (5)'; Z'i (5)'(75 collections resulted in stable net debt on a QoQ basis at INR40b in 2QFY23.
ROCE (%) 7:9 6:5 7:2 B Collections stood at INR26b (up 67% YoY) and PEPL spent INR10b towards
Payout (%) 0.0 0.0 0.0 residential development and INR6b on annuity capex. It has also spent
Valuations INR10b towards business development during the quarter.
P/E (x) 36.7 39.9 302 m Revenue increased 6% YoY to INR14b but declined 26% sequentially led by
E\//E;\E/éle)DA m 11': 1111'2 121 subdued project completions. EBITDA decreased 6% YoY to INR3.7b owing to
Div Yield (%) o:o o:o o:o 300bp contraction in margin to 26% because of higher other expenses.

PAT surged 85% YoY to INR1.4b as the company reported exceptional gains
Shareholding pattern (%) of INR1.5b on account of residual proceeds from divestment of a few
As On Sep-22 Jun-22 Sep-21 commercial assets. Adjusted for that PEPL’s PAT stood at INR373m.
Promoter 655 655 655 Apnuity income to witness significant growth led by rental revenue
E|I|I 28:2 273'67 255'73 Rental revenue (Office + Retail) for 2QFY23 increased 6% YoY to INRO.64b.
Others 33 32 35 PEPL currently has 28msf of commercial projects under construction, of

which, it will deliver 5msf across Hyderabad, Pune and Bengaluru over the
next few months.

m Pending capex on ongoing projects was at INR75b and additionally, PEPL will
spend INR75b on upcoming 15msf pipeline. Once fully executed, these
assets are expected to generate rentals of INR31b (at Prestige’s share) by
FY28, which is significantly higher than the current exit run rate of INR2.5b.

Highlights from the management commentary

B Business development (BD): PEPL has enough deals in pipeline, having a
GDV of INR200b+ including in new markets like Gurgaon. Management
expects to spend INR25-30b annually towards BD.

B BD funding: The company has an unutilized fund of INR20b in its affordable/
mid-income platform signed with HDFC a few years ago. This fund can be
utilized to acquire projects in Hyderabad, Chennai and Bangalore. Further,

on the AIF front, PEPL has received INR25b worth of commitments.
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Mortgage rates: 60-70% of the company’s customers avail mortgage loan while
buying properties. Demand remains strong despite rising rates but beyond 50-
75bp hikes, demand can be negatively impacted.

MMR launch and project pipeline: Since the launch of Prestige City at Mulund,
PEPL has generated sales of INR11b (60% of launched inventory).

In FY23E, the company plans to launch two more projects in Mumbai (Shiv Shahi
and Daffodils) and expects to generate INR30b sales from this market.

A few new transactions are under discussion that will be added to the upcoming
project pipeline over the next few months.

Valuation and view

Quarterly Performance (INR m)

The management reiterated its FY23 sales guidance of INR120b and given the
visibility, we have raised our estimate to match the guidance. With 57msf of
upcoming residential project pipeline, we expect the run-rate to sustain over the
next two-to-three years.

As collections match the enhanced sales run-rate, the operating cash from
residential business along with rental income can largely fund the capex
required for its upcoming annuity portfolio. This will enable PEPL to retain its
leverage of 0.6x to equity, which is a key investor concern.

We reiterate our BUY rating on the stock with an unchanged TP of INR675,
implying an upside potential of 48%.

Y/E March FY22 FY23 FY22 FY23 FY23E Variance)
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 2QE (%/bp
Net Sales 14,158 13,445 13,275 24,003 19,385 14,277 19,114 23,681 63,895 76,457 18,350 -22
YoY Change (%) 11.2 -28.3 -28.2 5.8 36.9 6.2 440 -13 -12.0 19.7 36.5
Total Expenditure 10,704 9,527 9,611 19,008 14,768 10,591 14,793 18,423 48,560 58,575 13,999
EBITDA 3,454 3,918 3,664 4,995 4,617 3,686 4,321 5,257 15,335 17,881 4,351 -15
Margins (%) 244 291 276 208 238 258 226 222 240 234 237
Depreciation 1,130 1,145 1,130 1,305 1,468 1,626 1,459 1,526 4,710 6,079 1,303
Interest 1,319 1,800 1,290 1,739 1,847 1,863 1,970 2,178 5,553 7,858 1,970
Other Income 576 478 199 893 733 470 630 688 2,107 2,521 605
PBT before EO expense 1,581 1,451 1,443 2,844 2,035 667 1,523 2,241 7,179 6,466 1,684 -60
Extra-Ord expense 0 0 0 8,079 1,497 1,463 0 0 8,079 2,960 0
PBT 1,581 1,451 1,443 10,923 3,532 2,130 1,523 2,241 15,258 9,426 1,684 -63
Tax 505 485 463 1,527 996 625 381 355 2,945 2,357 337
Rate (%) 319 334 321 140 282 293 250 158 193 25.0 20.0
Minority Interest & Profit/Loss of Asso. Cos. 503 207 100 1 487 98 93 2 813 680 100
Reported PAT 573 759 880 9,395 2,049 1,407 1,049 1,884 11,500 6,389 1,247
Adj PAT 573 759 880 2,445 974 373 1,049 1,884 4,657 4,281 1,247
YoY Change (%) 3,481.3 273 499 286 700 -50.8 19.2 -229 328 -81 643
Margins (%) 4.0 5.6 6.6 10.2 5.0 2.6 5.5 8.0 7.3 5.6 6.8
Key metrics
Sale Volume (msf) 1.1 3.6 5.6 4.9 3.6 4.2 2.9 28 151 135 4 8
Sale Value (INR b) 7 21 43 33 30 35 24 29 103.8 118.1 32 10
Realization (INR/sft) 6,672 5,932 7,648 6,740 8,298 8,305 8,413 10,398 6,880 8,756 8,205 1
Source: MOFSL, Company
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Key exhibits

Exhibit 2: ...while volumes improved 19% during the same
Exhibit 1: PEPL reported sales of INR35b, up 66% YoY.... period

Pre-sales (INRb) =—O=YoY % Volume (msf) =O=YoY %
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Exhibit 3: Realizations improved 40% YoY driven by higher

sales from Mumbai projects Exhibit 4: Launched five new projects in 2QFY23
Realization/sft =—O=YoY % Launch (msf)
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Exhibit 6: Rental income from annuity assets remained
Exhibit 5: Collections increased 67% YoY steady at INRO.6b

. Rental Income (INRb)
Collections (INRb)
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Exhibit 7: Net debt remained stable at INR40b Exhibit 8: Cost of debt stood at 9.6%
Net debt (INRb) =—O=—Net D/E —O— Cost of debt (%)
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Story in charts
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Exhibit 9: Sales value to remain steady in near term...

Exhibit 10: ...with contribution from Mumbai projects
reaching 17-39% over FY23-25E

Sale value (INRb)  =O=—Volume (msf)
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Source: Company, MOFSL

Exhibit 11: PEPL has 57msf of diverse project pipeline...

Source: Company, MOFSL

Exhibit 12: ...which will drive the new launches in near term
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Exhibit 13: Leasable area in Annuity portfolio doubled
during FY14-20...

Source: MOFSL, Company

Exhibit 14: ... which led to net D/E ratio escalating to 1.5x in
FY20 from 1.0x in FY16
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Exhibit 15: Expect leasable area to touch 19msf by FY25

Source: Company, MOFSL

Exhibit 16: Expect rental income to reach pre-Blackstone
level by FY25
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Exhibit 17: Earnings revisions
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Old New Change
(INR b) FY23E FY24E FY23E FY24E FY23E FY24E
Revenue 76 85 76 84 0% -1%
EBITDA 18 22 18 22 0% 3%
Adj. PAT 6 7 4 6 -28% -19%
Pre-sales 110 106 118 109 7% 3%
Collections (PEPL share) 72 80 75 86 4% 8%

Source: MOFSL, Company

Other key con-call takeaways
New launches and guidance:

m  Over the next two quarters, PEPL will launch 15msf of new projects across
Bengaluru, Mumbai, Hyderabad, NCR and Chennai

m  Two large projects in Hyderabad — Prestige City and Kokapet — will be launched
towards the end of 3Q or early 4QFY23

B The company can surpass its guidance of INR120b pre-sales in FY23E. Although
internal targets are much higher, official pre-sales guidance is maintained.

Cash flows

B In 2QFY23, collections stood at INR26b and PEPL spent INR16b towards
construction — INR10b on residential and INR6b on annuity capex. It has also
spent INR10b on BD

B In 1HFY23, the company collected INR47b and spent INR21.6b on residential

construction, INR8.5b on annuity capex and INR18.4b (INR14b on residential &
rest on annuity) on BD.

Valuation and view

We value PEPL using the DCF approach where:

> its Residential business is valued using DCF of expected cash flows at a
WACC of 12.5% and assuming nil terminal growth rate

» its operational Commercial assets are valued at an 8.75% cap rate on FY23E
EBITDA and ongoing and upcoming projects using DCF

> its Hospitality business is valued at 17.5x EV/EBITDA on an FY24E basis.

Based on the above approach, we arrive at a GAV of INR330b. Netting FY23E net
debt of INR60b, we derive an NAV of INR271b, or INR675/share, indicating an upside
of 48% from its CMP.

Exhibit 18: Our SoTP-based approach denotes 48% upside for PEPL based on CMP; maintain BUY

NAV calculation Rationale INRb pe(rI;:a;re %
- —— 5 -
Residential DCF 9f five-year cash flow at a WACC of 12% and nil 158 395 59%
terminal growth
<> .759 i
Office — Operational Cap r.ate of 8.75% for operational assets and DCF for 30 76 11%
ongoing and planned assets
X .759 i D
Office — Ongoing and Upcoming Cap r.ate of 8.75% for operational assets and DCF for 85 212 31%
ongoing and planned assets
<> .759 i
Retail Malls Cap r_ate of 8.75% for operational assets and DCF for 17 43 6%
ongoing and planned assets
Hospitality <+ FY24E EBITDA at 17.5x EV/EBITDA 39 98 15%
Property Management Services <+ FY23E EBITDA at 10x EV/EBITDA 6 15 2%
Gross Asset Value 330 824 122%
Less: Net debt “ FY23E (60) (149) (22%)
Net Asset Value 271 675 100%
CMP 456
Upside 48%

Source: MOFSL
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Financials and Valuation

Consolidated Profit & Loss (INR m)

Y/E March FY18 FY19 FY20 Fy21 FY22 FY23E FY24E FY25E
Total Income from Operations 54,986 51,719 81,248 72,644 63,895 76,457 84,236 89,520

Change (%) 15.2 -5.9 57.1 -10.6 -12.0 19.7 10.2 6.3
Construction Cost 35,751 28,599 47,911 44,753 38,904 47,021 49,278 51,474
Employees Cost 2,958 3,986 4,206 4,206 4,510 5,397 5,946 6,319
Other Expenses 3,507 4,596 5,571 3,963 5,146 6,158 6,784 7,210
Total Expenditure 42,216 37,181 57,688 52,922 48,560 58,575 62,008 65,003

% of Sales 76.8 71.9 71.0 72.9 76.0 76.6 73.6 72.6
EBITDA 12,770 14,538 23,560 19,722 15,335 17,881 22,228 24,517

Margin (%) 23.2 28.1 29.0 27.1 24.0 23.4 26.4 27.4
Depreciation 1,547 3,229 6,667 5,926 4,710 6,079 7,208 8,173
EBIT 11,223 11,309 16,893 13,796 10,625 11,802 15,020 16,344
Int. and Finance Charges 5,657 7,228 10,233 9,899 5,553 7,858 9,284 9,997
Other Income 679 1,122 1,185 2,374 2,107 2,521 2,778 2,952
PBT bef. EO Exp. 6,245 5,203 7,845 6,271 7,179 6,466 8,514 9,299
EO Items 0 895 380 14,698 8,079 2,960 0 0
PBT after EO Exp. 6,245 6,098 8,225 20,969 15,258 9,426 8,514 9,299
Total Tax 2,135 1,985 2,783 5,198 2,945 2,357 2,129 2,325

Tax Rate (%) 34.2 32.6 33.8 24.8 19.3 25.0 25.0 25.0
Minority Interest -136 -307 -44 250 813 680 714 750
Reported PAT 4,246 4,420 5,486 15,521 11,500 6,389 5,671 6,224
Adjusted PAT 4,246 3,816 5,235 4,466 4,657 4,281 5,671 6,224

Change (%) 13.4 -10.1 37.2 -14.7 43 -8.1 32.5 9.7

Margin (%) 7.7 7.4 6.4 6.1 7.3 5.6 6.7 7.0

Consolidated Balance Sheet (INR m)

Y/E March FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Equity Share Capital 3,750 3,750 4,009 4,009 4,009 4,009 4,009 4,009
Total Reserves 43,577 38,516 49,593 62,744 86,937 93,326 98,998 1,05,222
Net Worth 47,327 42,266 53,602 66,753 90,946 97,335 1,03,007 1,09,231
Minority Interest 2,300 1,120 2,284 4,198 4,523 4,523 4,523 4,523
Total Loans 69,078 82,108 86,269 36,112 65,130 78,130 91,130 91,130
Deferred Tax Liabilities 2,434 2,651 2,955 2,688 2,731 2,731 2,731 2,731
Capital Employed 1,21,139 1,28,145 1,45,110 1,09,751 1,63,330 1,82,719 2,01,391 2,07,615
Gross Block 52,917 73,269 1,01,117 50,188 75,671 98,017 1,17,135 1,34,356
Less: Accum. Deprn. 4,638 9,014 16,428 12,918 17,628 23,707 30,915 39,088
Net Fixed Assets 48,279 64,255 84,689 37,270 58,043 74,310 86,220 95,268
Goodwill on Consolidation 3,069 3,069 5,167 534 534 534 534 534
Capital WIP 25,081 16,450 21,431 27,396 17,246 11,998 11,919 10,069
Total Investments 4,346 7,784 7,893 9,072 7,724 7,724 7,724 7,724
Curr. Assets, Loans&Adv. 1,08,941 1,95,424 1,78,536 1,92,917 2,20,894 2,22,174 2,40,519 2,48,478
Inventory 57,127 1,31,501 1,13,750 95,805 1,15,667 1,28,384 1,35,908 1,40,690
Account Receivables 9,645 16,544 14,765 13,740 14,196 14,461 15,933 16,932
Cash and Bank Balance 7,385 7,123 9,508 24,012 21,712 2,872 4,442 1,336
Loans and Advances 34,784 40,256 40,513 59,360 69,319 76,457 84,236 89,520
Curr. Liability & Prov. 68,577 1,58,837 1,52,606 1,557,438 1,41,111 1,34,020 1,45,526 1,54,458
Account Payables 13,542 12,530 12,249 10,820 9,800 11,976 13,591 14,247
Other Current Liabilities 53,517 1,43,608 1,35,265 1,41,805 1,23,211 1,16,979 1,26,354 1,34,280
Provisions 1,518 2,699 5,092 4,813 8,100 5,066 5,581 5,931
Net Current Assets 40,364 36,587 25,930 35,479 79,783 88,154 94,993 94,020
Appl. of Funds 1,21,139 1,28,145 145,110 1,09,751 1,63,330 1,82,719 2,01,391 2,07,615

10 November 2022 6



MoTIiLAL OSWAL Godrej Properties

Financials and valuations

Ratios

Y/E March FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Basic (INR)

EPS 11.3 10.2 14.0 11.9 124 114 15.1 16.6
Cash EPS 15.4 18.8 31.7 27.7 25.0 27.6 34.3 38.4
BV/Share 126.2 112.7 142.9 178.0 242.5 259.6 274.7 291.3
DPS 0.7 0.8 0.7 2.6 0.0 0.0 0.0 0.0
Payout (%) 7.7 8.2 6.4 8.2 0.0 0.0 0.0 0.0
Valuation (x)

P/E 40.5 45.1 32.9 38.5 36.7 39.9 30.2 27.5
Cash P/E 29.7 24.4 14.5 16.6 18.3 16.5 13.3 11.9
P/BV 3.6 4.1 3.2 2.6 1.9 1.8 1.7 1.6
EV/Sales 4.3 4.8 3.2 2.7 3.5 3.4 3.2 3.0
EV/EBITDA 18.3 17.0 11.1 9.9 14.8 14.4 12.1 11.1
Dividend Yield (%) 0.2 0.2 0.2 0.6 0.0 0.0 0.0 0.0
FCF per share -9.9 11.6 -2.8 27.3 -3.3 -64.4 -10.5 11.7
Return Ratios (%)

RoE 9.3 8.5 10.9 7.4 5.9 4.5 5.7 5.9
RoCE 7.1 7.0 9.1 10.0 7.9 6.5 7.2 7.3
RolC 8.6 8.4 11.0 13.3 10.3 6.4 6.7 6.7
Working Capital Ratios

Fixed Asset Turnover (x) 1.0 0.7 0.8 14 0.8 0.8 0.7 0.7
Asset Turnover (x) 0.5 0.4 0.6 0.7 0.4 0.4 0.4 0.4
Inventory (Days) 379 928 511 481 661 613 589 574
Debtor (Days) 64 117 66 69 81 69 69 69
Creditor (Days) 90 88 55 54 56 57 59 58
Leverage Ratio (x)

Current Ratio 1.6 1.2 1.2 1.2 1.6 1.7 1.7 1.6
Interest Cover Ratio 2.0 1.6 1.7 1.4 1.9 1.5 1.6 1.6
Net Debt/Equity 1.2 1.6 1.3 0.0 0.4 0.5 0.6 0.0

Consolidated Cash flow

Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
OP/(Loss) before Tax 5,358 6,245 5,203 7,845 20,719 15,093 6,466 8,514 9,299
Depreciation 1,636 1,547 3,229 6,667 5,926 4,710 6,079 7,208 8,173
Interest & Finance Charges 2,202 4,978 6,106 9,048 9,899 5,553 5,336 6,506 7,045
Direct Taxes Paid -1,615 -2,135 -1,985 -2,783 -2,074 -2,361 -2,357 -2,129 -2,325
(Inc)/Dec in WC 6,509 8,152 3,515 13,042 545 8,141  -27,211 -5,269 -2,133
CF from Operations 14,090 18,787 16,068 33,819 35,015 31,136 -11,686 14,830 20,059
Others 0 0 0 0 -16,495 -9,737 2,960 0 0
CF from Operating incl EO 14,090 18,787 16,068 33,819 18,520 21,399 -8,726 14,830 20,059
(Inc)/Dec in FA 0 -22,502 -11,721  -34,927 -7,591 -22,704  -17,098 -19,040 -15,371
Free Cash Flow 14,090 -3,714 4,347 -1,108 10,929 -1,305  -25,823 -4,209 4,688
(Pur)/Sale of Investments 0 -1,808 -3,438 -109 -4,060  -18,144 0 0 0
Others 958 679 1,122 1,185 16,562 394 2,521 2,778 2,952
CF from Investments 958 -23,631  -14,037 -33,851 4911 -40,454 -14,576 -16,262 -12,419
Issue of Shares 0 0 0 259 0 0 0 0 0
Inc/(Dec) in Debt 0 9,518 13,030 4,161 4,812 21,358 13,000 13,000 0
Interest Paid -3,160 -5,657 -7,228  -10,233 -9,847 -5,341 -7,858 -9,284 -9,997
Dividend Paid -544 -326 -365 -354 0 0 0 0 0
Others -264 -533 -263 -1,455 -1,415 -33 -680 -714 -750
CF from Fin. Activity -3,968 3,002 5,174 -7,622 -6,450 15,984 4,462 3,002 -10,747
Inc/Dec of Cash 11,080 -1,842 7,205 -7,654 16,981 -3,071  -18,840 1,570 -3,106
Opening Balance 4,856 15,935 14,094 21,299 7,031 24,012 21,712 2,872 4,442
Closing Balance 15,935 14,094 21,299 13,646 24,012 20,941 2,872 4,442 1,336
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall be within
following 30 days take appropriate measures to make the recommendation consistent with the investment rating legend.
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The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S.
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In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (‘MOCMSPL”) (Co. Reg. NO. 201129401Z) which is a holder of a capital markets
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- actuallbeneficial ownership of 1% or more securities in the subject company at the end of the month immediately preceding the date of publication of the Research Report or date
of the public appearance.
received compensation/other benefits from the subject company in the past 12 months
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discussed herein or act as an advisor or lender/borrower to such company(ies)
received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from other than said services.
Served subject company as its clients during twelve months preceding the date of distribution of the research report.

The associates of MOFSL has not received any compensation or other benefits from third party in connection with the research report

Above disclosures include beneficial holdings lying in demat account of MOFSL which are opened for proprietary investments only. While calculating beneficial holdings, It does not
consider demat accounts which are opened in name of MOFSL for other purposes (i.e holding client securities, collaterals, error trades etc.). MOFSL also earns DP income from
clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the
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