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ngZZZNSEX 581';‘;';';‘ CMP: INR466 TP: INR720 (+55%) Buy
' ~— Launches to pick up; strong visibility on leasing

— Focus on business development intact
—
—
—g
BRIGADE B We met the management of Brigade Enterprises (BEL) to understand its business
B Sckve E(putidiota outlook. Key takeaways are (1) Demand momentum is intact owing to favorable
Bloomberg BRGD IN affordability despite 200bps increase in interest rate (2) BEL expects to launch
Equity Shares (m) 230 13msf of projects over the next 12 months (3) re-iterated its target to grow sales
M.Cap.(INRb)/(USDb) 107.6 /1.3 volumes by 15-20% over the next three years (4) focus on business development to
52-Week Range (INR) 585 /385 continue across Bengaluru, Chennai, and Hyderabad and (5) expect commercial
1, 6, 12 Rel. Per (%) -3/-11/-9 portfolio to be fully leased by Sep-23.
12M Avg Val (INR M) 199 W On the back of a strong launch pipeline, we expect BEL’s pre-sales to record a 17%

CAGR to 7msf by FY25. We believe pick up in business development activity will

Financials & Valuations (INR b) lead to re-rating in value of its residential segment as the current market price

Zl IE MARCH 23002; 2032735 2(112145 does not reflect the growth potential. We reiterate our Buy rating with an
ales . . .
EBITDA 77 98 124 unchanged SOTP-based TP of INR720, implying 55% upside potential.
EBITDA Margin (%) 25.6 26.4 30.0
Adj PAT 1.7 35 49 Demand momentum intact; 13msf of launches over the next 12 months
Cons. EPS (Rs) 85> 171 240 g |\janagement indicated that demand momentum continues to remain intact
EPS Growth (%) - 101 4 . dth h q | I
BV/Share (Rs) 122 160 183 as witnessed through steady progress on sustenance sales as well as strong
Ratios response to recent launches
Net D:E 1.3 12 09 m Asperthe management, affordability continues to remain intact despite
EOEE((@) zg.g 1;? 1‘9"1 200bps rise in mortgage rates as monthly EMIs at INR83,000-84,000 (for a

o % . . . . . Q
Payout (%) 264 55 42 mortgage of INR10m) are still below its peak of INR100,000 in 2015-16.
Valuations m Average household income for homebuyers in Bengaluru has doubled to
P/E (x) 56 28 20 INR4.5-5.0m over the last five years, and hence, affordability is still not a
P/BV (x) 33 30 26 challenge until interest rate reaches a psychological barrier of double digits.
EV/EBITDA (x) 17.7 13.8 105 m  While th has b | v f q | H
Div. Yield (%) 02 02 02 ile the company has been largely focused on sustenance sales over the

last six quarters, management expects the launch intensity to improve from

Shareholding pattern (%) hereon. BEL is slated to launch 13msf of projects across Bengaluru (8.5msf),

g:oznoter SZZEZ JZ:ZZ SZZT? Chennai (3.5msf), and Hyderabad (1msf) over the next 12 months.
DIl 53 247 250 m The company remains confident of delivering 15-20% CAGR in pre-sales
Fll 13.4 133 131 volumes over the next three years and is gearing up its launch and project
Others 17.5 182 18.0 pipeline to meet the target. We expect the company to deliver 17% CAGR in
FIl Includes depository receipts pre-sales over FY23-25 to 7msf at a value of INR48b.
Stock Performance (1-year)
Brigade Enterpr. Focus on business development to remain intact
650 Sensex - Rebased m  Over the last 12 months, the company has added 10msf of residential
projects. Currently, BEL has ~40msf of residential projects under pipeline, of
550 which, 13msf is slated to be launched over the next 12 months. The
remaining 27msf of projects under pipeline provides visibility for three-four
450 years.
350 ®m  Management generally prefers a visible pipeline of five-six years, hence,
I N ] N N focus on business development will remain intact, especially in its core
g ‘g 5 3 g markets of Bengaluru and Hyderabad.
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® In Chennai, BEL is targeting a revenue of INR60b over the next five years from its
residential projects alone and looking to consolidate its presence across
verticals.

Confident of fully leasing its commercial portfolio by Sep’23

m  Over the last 12 months, the company has leased 1.2msf of space in its
operational commercial portfolio.

m  While the leasing traction has been slower than expected, the company expects
to fully lease out its portfolio by Sep’23. We expect the rental income to record
a 15% CAGR to INR8b by FY25.

m Brigade Twin tower (1.2msf) is expected to be delivered over the next 18
months and will take the rental income to INR10b and EBITDA to INR7.5b.
However, its contribution is not considered for valuation right now

m Additionally, it is evaluating one more commercial project (2.0msf) along with
mixed use development in Chennai TVS land (0.3msf), which provides growth
visibility in rental portfolio even beyond FY25.

Valuation and view

®  We maintain our estimates across the residential and commercial segment as
the company reiterated its 15-20% volume growth guidance in residential
segment and remains confident of fully leasing its commercial segment by
1HFY24.

m  We derive a value of INR60b for its commercial business (INR5.5b EBITDA valued
at 8.5% cap rate) and INR25b for its hospitality business (INR1.5b EBITDA at
17.5x EV/EBITDA). And at its current valuation, it implies INR35-40b for its
residential business, which would be equal to NAV of its existing residential
project pipeline, indicating zero growth value.

B Thus, pick-up in business development activity by BEL will lead to re-rating in
valuation for its residential segment. We reiterate our Buy rating with an
unchanged SOTP-based TP of INR720, implying a 55% upside potential.
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Key exhibits

Exhibit 2: Launch pipeline for the next 12 months has

Exhibit 1: BEL launched 2msf in 1HFY23 and new project
significantly increased over the last few quarters

pipeline remains strong
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Exhibit 3: Expect the company to launch 6-8msf by FY25 Exhibit 4: Expect bookings to touch INR48b by FY25
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Exhibit 5: Overall, BEL has 48msf of new project pipeline, largely concentrated in residential segment
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Exhibit 6: On the back of revival in office space demand, BEL's

leasing traction remained healthy Exhibit 7: ...leading to gradual improvement in occupancy

Quarterly leasing (msf) Area Leased (msf)  ==O=Occupancy %
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Exhibit 8: Expect rental income to record a 15% CAGR over
Exhibit 9: EBITDA to follow a similar trajectory

FY22-25
Rental income (INRb)  =—O=—Occupancy (%) EBITDA (INRb) —O—EBITDA Margin %
96
87 89

77 76 W

71 69 70 7 70 70

59 8 64 61 6

7 5
3 4 4 ) 2 2

FY19 FY20 FY21E FY22E FY23E FY24E FY25E FY19 FY20  FY21E FY22E FY23E FY24E FY25E

Source: Company, MOFSL Source: Company, MOFSL

Exhibit 10: Our SoTP-based approach denotes 55% upside for BEL based on CMP; reiterate Buy rating

Segment Valuation metric (\Il;:{us) s:::e Asa z: Il;lc:ctage
Residential < DCF 9f three-year cash flow at a WACC qf 1_1.3% and 98 226 59%
terminal value assuming cash flow sustain in FY22-24
. ¢+ Based on the cap rate of 8.5% for Office and Retail
Commercial assets on FY24EpEB|TDA " 60 259 36%
Hotel «  FY23E EV/EBITDA of 15x 26 115 16%
Gross asset value 184 800 111%
Net debt (BRGD’s share) (18) (80) -11%
Net asset value 166 720 100%
No. of shares 230.3
Target price 720
CMP (INR) 466
Upside (%) 55
Source: MOFSL

3 January 2023



MoTiLAL OSWAL Brigade Enterprises

Financials and valuations

Consolidated Profit & Loss

Y/E March FY19 FY20 Fy21 FY22 FY23E FY24E FY25E
Total Income from Operations 29,728 26,322 19,500 29,988 37,184 41,396 46,475

Change (%) 56.7 -11.5 -25.9 53.8 24.0 11.3 12.3
Total Expenditure 21,831 19,689 14,780 22,325 27,368 28,967 31,527

% of Sales 73.4 74.8 75.8 74.4 73.6 70.0 67.8
EBITDA 7,897 6,632 4,719 7,663 9,816 12,429 14,948

Margin (%) 26.6 25.2 24.2 25.6 26.4 30.0 32.2
Depreciation 1,400 1,920 2,369 3,505 3,130 3,412 3,903
EBIT 6,497 4,712 2,350 4,158 6,686 9,017 11,044
Int. and Finance Charges 2,785 3,403 3,468 4,436 4,253 4,143 3,923
Other Income 563 494 604 667 867 954 1,002
PBT bef. EO Exp. 4,274 1,803 -514 389 3,301 5,829 8,123
EO Items 0 -205 -763 -567 280 0 0
PBT after EO Exp. 4,274 1,598 -1,277 -177 3,581 5,829 8,123
Total Tax 1,455 474 -287 497 901 1,467 2,045

Tax Rate (%) 34.0 29.6 22.5 -280.3 25.2 25.2 25.2
Minority Interest 420 -150 -475 -1,448 -1,025 -551 -361
Reported PAT 2,399 1,274 -515 774 3,705 4,912 6,440
Adjusted PAT 2,399 1,418 77 1,739 3,495 4,912 6,440

Change (%) 72.3 -40.9 -94.6 2,165.4 100.9 40.5 31.1

Margin (%) 8.1 5.4 0.4 5.8 9.4 11.9 13.9

Consolidated Balance Sheet

Y/E March FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Equity Share Capital 1,362 2,044 2,109 2,303 2,303 2,303 2,303
Total Reserves 20,332 20,768 21,368 26,797 30,297 35,005 41,445
Net Worth 21,694 22,811 23,477 29,099 32,600 37,308 43,748
Minority Interest 1,884 1,659 1,156 -323 -1,348 -1,899 -2,260
Total Loans 36,440 44,218 43,897 48,327 48,327 45,827 43,327
Deferred Tax Liabilities 0 0 -2,155 -2,642 -2,642 -2,642 -2,642
Capital Employed 60,018 68,688 66,374 74,461 76,937 78,594 82,172
Gross Block 27,742 36,874 59,464 61,822 63,387 73,093 83,045
Less: Accum. Deprn. 5,019 6,939 9,308 12,814 15,944 19,356 23,259
Net Fixed Assets 22,724 29,935 50,156 49,008 47,443 53,737 59,786
Goodwill on Consolidation 43 43 43 43 43 43 43
Capital WIP 20,097 20,975 4,949 5,407 7,520 1,639 -6,362
Total Investments 977 721 890 5,086 5,086 5,086 5,086
Curr. Assets, Loans&Adv. 64,158 70,935 79,942 88,825 99,355 1,09,334 1,18,735
Inventory 48,161 52,094 59,020 62,228 68,765 73,719 78,944
Account Receivables 4,208 4,306 5,272 5,042 6,112 6,805 7,640
Cash and Bank Balance 2,222 3,049 5,594 9,448 9,465 12,097 13,388
Loans and Advances 9,567 11,486 10,056 12,108 15,013 16,714 18,764
Curr. Liability & Prov. 47,980 53,921 69,606 73,908 82,511 91,246 95,116
Account Payables 6,081 5,005 5,770 6,491 7,957 10,317 11,229
Other Current Liabilities 41,803 48,811 63,747 67,333 74,368 80,722 83,655
Provisions 97 105 89 83 186 207 232
Net Current Assets 16,178 17,014 10,336 14,917 16,845 18,089 23,619
Misc Expenditure 0 0 0 0 0 0 0
Appl. of Funds 60,018 68,688 66,374 74,462 76,937 78,594 82,173
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Financials and valuations

Ratios

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

EPS 11.7 6.9 0.4 8.5 17.1 24.0 31.5
Cash EPS 18.6 16.3 12.0 25.7 324 40.7 50.6
BV/Share 106.1 111.6 114.9 142.4 159.5 182.5 214.0
DPS 1.3 1.0 0.0 1.0 1.0 1.0 0.0
Payout (%) 13.7 19.3 0.0 26.4 5.5 4.2 0.0
Valuation (x)

P/E 40.4 68.3 1,261.7 55.7 27.7 19.7 15.0
Cash P/E 25.5 29.0 39.6 18.5 14.6 11.6 9.4
P/BV 4.5 4.2 4.1 3.3 3.0 2.6 2.2
EV/Sales 4.4 5.2 6.9 4.5 3.7 3.2 2.7
EV/EBITDA 16.6 20.8 28.6 17.7 13.8 10.5 8.5
Dividend Yield (%) 0.3 0.2 0.0 0.2 0.2 0.2 0.0
FCF per share -6.5 -13.1 16.4 40.3 17.6 41.7 32.8
Return Ratios (%)

RoE 10.8 6.4 0.3 6.6 11.3 14.1 15.9
RoCE 8.1 5.9 3.4 25.3 7.1 9.1 10.6
RolC 12.1 8.2 3.7 28.9 9.1 11.8 12.7
Working Capital Ratios

Fixed Asset Turnover (x) 1.1 0.7 0.3 0.5 0.6 0.6 0.6
Asset Turnover (x) 0.5 0.4 0.3 0.4 0.5 0.5 0.6
Inventory (Days) 591 722 1,105 757 675 650 620
Debtor (Days) 52 60 99 61 60 60 60
Creditor (Days) 75 69 108 79 78 91 88
Leverage Ratio (x)

Current Ratio 1.3 13 1.1 1.2 1.2 1.2 1.2
Interest Cover Ratio 2.3 14 0.7 0.9 1.6 2.2 2.8
Net Debt/Equity 1.6 1.8 1.6 1.3 1.2 0.9 0.7

Consolidated Cash flow

Y/E March FY19 FY20 Fy21 FY22 FY23E FY24E FY25E
OP/(Loss) before Tax 4,274 1,614 -1,251 -150 3,581 5,829 8,123
Depreciation 1,400 1,920 2,369 3,505 3,130 3,412 3,903
Interest & Finance Charges 2,583 3,403 3,468 4,436 4,253 4,143 3,923
Direct Taxes Paid -1,117 -642 -536 -1,039 -901 -1,467 -2,045
(Inc)/Dec in WC -2,363 -1,643 3,814 4,047 -1,910 1,388 -4,240
CF from Operations 4,777 4,652 7,864 10,799 8,153 13,304 9,665
Others -105 -4 165 -478 -867 -954 -1,002
CF from Operating incl EO 4,672 4,649 8,029 10,321 7,285 12,350 8,663
(Inc)/Decin FA -6,005 -7,328 -4,670 -2,084 -3,678 -3,825 -1,952
Free Cash Flow -1,333 -2,679 3,359 8,237 3,607 8,525 6,711
(Pur)/Sale of Investments 1,601 237 -342 -4,036 0 0 0
Others 40 -75 -2,473 -3,594 867 954 1,002
CF from Investments -4,364 -7,166 -7,484 -9,714 -2,811 -2,871 -950
Issue of Shares 5 320 883 5,028 0 0 0
Inc/(Dec) in Debt 3,925 7,406 3,032 -831 0 -2,500 -2,500
Interest Paid -3,154 -3,859 -3,943 -3,511 -4,253 -4,143 -3,923
Dividend Paid -328 -575 0 -276 -204 -204 0
Others -1 52 2,029 -78 0 0 0
CF from Fin. Activity 448 3,344 2,000 333 -4,457 -6,847 -6,423
Inc/Dec of Cash 756 827 2,545 940 18 2,632 1,290
Opening Balance 1,466 2,222 3,049 2,804 3,745 3,762 6,394
Closing Balance 2,222 3,049 5,594 3,745 3,762 6,394 7,685
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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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