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Mahindra Lifespaces

Reiterating guidance

Mahindra Lifespaces Developers Ltd (MLDL) was presented in the Mahindra and
Mahindra Group Analyst Day as one of the identified growth gems. It reiterated its
presales guidance of INR 80-100bn by FY28E, the building block of which is
cumulative GDV addition of INR 450bn by then. The focus will be on key markets
of MMR, Pune, and Bengaluru, with a GDV mix of 60:20:20. Industrial land leasing
is expected to contribute INR 5bn annually. To fund the growth, MLDL envisages
INR 70bn investment in land, of which 50% will be funded from internal accruals
and the balance from platform funding, debt, etc. MLDL has added INR 44bn of
GDYV during FY24 and it needs to step up the INR 40bn annual BD mark to INR 60-
80bn annually to deliver the FY28E target of INR 80-100bn presales. Unlike peers,
MLDL runs a tight ship with regards to 20%+ project IRR’s hurdle, shorter GDV
addition to launch timeline and non-speculative BD addition and is instead
building a high-quality credible franchise. The company has a strong launch
pipeline for FY25/26E and needs to accelerate the FY25E GDV addition. We remain
constructive on MLDL and maintain a BUY rating, with a NAV-based TP of INR
700/sh.

®  Growth gem 5x presales guidance reiterates the need for concentrated efforts
towards GDV addition: MLDL has been identified as a 5x growth gem by the
M&M group, which implies presales of INR 80-100bn by FY28E. Over the last three
years, we have seen a 4-5x jump in the group company business development
activity with a new GDV addition of INR 35-40bn annually, which resulted in
presales multiplying 2-3x to INR 24bn. We expect INR 28/35bn presales during
FY25/26E on the back of these efforts. Going ahead, the INR 80-100bn annual
presales target from FY28E seems a herculean but achievable task. To achieve the
same, MLDL needs to step in BD efforts or new annual GDV addition to INR 60-
80bn annually from FY25E. This is achievable given the group’s strong financial
position, ability to partner with leading platforms and robust brand goodwill. This
shall help in closing asset-light JDA and redevelopment opportunities.

® Focusis to go deeper into MMR, Pune and Bengaluru real estate markets: MLDL
will remain focused and build depth into existing macro markets of MMR, Pune
and Bengaluru with a presales mix of 60:20:20 on broader INR 80-100bn presales
target by FY28E. Of late, the new BD has been targeted in Pune and Bengaluru,
which has delivered strong presales for the company. Going ahead, the focus in
MMR will be on an asset-light strategy of JDA and redevelopment, whilst Pune
and Bengaluru’s focus will be more on outright land purchases. MLDL is carefully
assessing further expansion in the Gurgaon market and may not have near-term
plans beyond the existing exposure. This has more to do with high prices, strong
investor demand and too many players expanding into the NCR market.

®  Balance sheet robust, strong cash flows to support growth aspirations: MLDL
generated free cash flow before land capex of INR 6.4bn during FY24.With the
pick-up in presales, the FCF is expected to further grow. Industrial business
leasing guidance of INR 5bn annually will add incrementally to this. A robust
balance sheet and strong FCF shall aid business development.

Consolidated Financial Summary

(INR mn) FY19  FY20  FY21  FY22  FY23  FY24| FY25E  FY26E
Net Sales 5928 6109 1,663 393 6066  2,121| 8878 10,050
EBITDA 258 (568)  (935)  (895) (1,101)  (L,711) 853 1,162
APAT 1,197  (1,519)  (717) 576 1,014 984 1,805 2,167
EPS (INR) 7.7 9.8) (4.6) 37 6.5 6.3 117 14.0
P/E (x) 78 (61)  (130) 162 92 95 52 43
EV/EBIDTA () 374 (171)  (104)  (108) (89) (60) 117 85
ROE (%) 6.0 (3.3) @3) 95 57 54 9.3 10.1

Source: Company, HSIE Research

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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Bloomberg code MLIFE IN
No. of Shares (mn) 155
MCap (INR bn) / ($ mn) 96/1,146
6m avg traded value (INR mn) 277
52 Week high / low INR 679/448

STOCK PERFORMANCE (%)
3M 6M 12M
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Relative (%) 8.2 54 9.2
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Details Amount (Rs mn) Rs/share
Residential 39,315 254
IC&C 11,660 75
Rental 3,876 25
Land bank 20,553 133
Less:

Residential Net Debt 1,900 12
IC &IC Net Debt 1,300 8
Gross NAV 72,204 467
Add:

NAYV Premium of 50% 36,102 233
Target Price/Share (INR) 1,08,306 700
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Financials

Consolidated Income Statement
Year ending March (INR mn) FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Net Revenues 5,928 6,109 1,663 3,936 6,066 2,121 8,878 10,050
Growth (%) 4.7 3.1 (72.8) 136.7 54.1 (65.0) 318.6 13.2
Material Expenses 4,096 4,830 1,173 3,031 5,138 1,915 5,438 6,156
Employee Expenses 740 822 757 836 792 841 967 1,112
Other Operating Expenses 834 1,025 668 963 1,238 1,076 1,620 1,620
EBIDTA 258 -568 -935 -895 -1,101 -1,711 853 1,162
EBIDTA (%) 44 9.3) (56.2) (22.7) (18.2) (80.7) 9.6 11.6
EBIDTA Growth (%) (55.1) (319.8) 64.6 (4.3) 23.0 554 (149.8) 36.2
Other Income (Incl. EO Items) 610 350 216 147 530 670 378 437
Depreciation 38 77 70 65 122 137 109 107
EBIT 831 -295 -789 -813 -694 -1,178 1,087 1,452
Interest 125 76 110 65 109 74 390 470
Exceptional items - 1,346 678
PBT 706 -1,718 -899 -878 -125 -1,252 861 1,146
Tax 246 -17 -63 -624 28 -440 215 287
RPAT 1,197 -588 -717 1,545 1,014 984 1,805 2,167
Minority Interest 10 11 -3 -72 -14 1 0 0
Share of Associate 726 -245 121 903 1,181 1,795 1,159 1,308
EO gain/(loss) 1,346 - 968 = = =
APAT 1,197 (1,519) (717) 576 1,014.10 984 1,805 2,167
APAT Growth (%) 18.6 (226.9) (52.8) (180.4) 75.9 (3.0 246.3 20.1
EPS 7.7 9.8) 4.6) 3.7 6.5 6.3 11.7 14.0
EPS Growth (%) 18.6 (226.9) (52.8) (180.4) 75.9 (3.0) 246.3 20.1
Source: Company, HSIE Research

Consolidated Balance Sheet
As at March (INR mn) FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E
SOURCES OF FUNDS
Share Capital 513 514 514 1,545 1,547 1,550 1,550 1,550
Reserves 18,782 16,499 15,797 16,340 16,511 17,178 18,837 21,004
Total Shareholders Funds 19,295 17,013 16,311 17,885 18,058 18,728 20,384 22,551
Minority Interest 435 419 420 491 2 2 2 2
Long Term Debt 326 629 752 601 77 6,513 8,513 10,513
Short Term Debt 1,951 1,686 1,691 2,204 2,574 2,248 2,248 2,248
Total Debt 2,277 2,314 2,443 2,805 2,651 8,761 10,761 12,761
Deferred Taxes 134 77 -25 -789 -592 -1,059 -1,059 -1,059
Long term provisions and others 85 66 174 214 179 168 178 188
TOTAL SOURCES OF FUNDS 22,226 19,890 19,322 20,606 20,298 26,600 26,644 30,821
APPLICATION OF FUNDS
Net Block 290 320 249 374 366 243 359 353
CWIP 98 122 146 34 51 51 51 51
Goodwill 660 660 660 660 - - - -
Investments 6,877 5,482 5,581 6,223 7,092 8,274 8,974 9,674
Other Non-Current Assets 532 774 824 928 824 903 993 1,092
Inventories 13,451 12,043 13,447 14,419 20,976 33,779 37,156 40,872
Debtors 1,373 1,144 564 919 1,291 1,072 1,018 967
Cash & bank balances 1,794 1,324 1,355 2,255 774 1,067 3,985 6,438
ST Loans & Advances 4,860 3,548 2,876 3,773 4,142 2,929 4,100 5,740
Total Current Assets 21,478 18,059 18,241 21,366 27,183 38,846 38,649 46,830
Creditors 1,880 1,276 1,349 1,733 1,918 1,947 2,920 4,380
Other Current Liabilities & Provisions 5,829 4,252 5,030 7,246 13,299 20,025 23,029 26,483
Total Current Liabilities 7,710 5,527 6,379 8,979 15,218 21,972 25,949 30,863
Net Current Assets 13,768 12,531 11,862 12,386 11,965 16,875 16,745 20,129
TOTAL APPLICATION OF FUNDS 22,226 19,890 19,322 20,606 20,298 26,600 26,644 30,821
Source: Company, HSIE Research
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Consolidated Cash Flow
Year ending March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Reported PBT + share of JV 706 -372 -778 24.38 378.65 542.90 2,020 2,454
Non-operating & EO items -504 -242 -286 -849 -1,456 -2,231 0 0
Taxes paid -270 -132 -128 -180 -117 -42 215 -287
Interest expenses 125 76 110 65 109 74 390 470
Depreciation 38 77 70 65 122 137 109 107
Working Capital Change 1,581 -36 332 354 -520 -5,096 -599 -480
OPERATING CASH FLOW (a) 1,675 -628 -680 -520 -1,484 -6,614 1,227 1,560
Capex 2,143 -31 -29 -12 -138 -152 -100 -100
Free cash flow (FCF) 3,819 -659 -709 -532 -1,622 -6,766 1,127 1,460
Investments 734 911 1,133 1,245 417 2,295 -700 -700
INVESTING CASH FLOW (b)) 2,877 881 1,104 1,232 278 2,143 -800 -800
Share capital Issuance 0 -14 0 25 4 21 0 0
Debt Issuance -2,802 -12 77 307 262 6,036 2,000 2,000
Interest expenses -523 -292 -271 -207 -226 -813 -390 -470
Dividend -380 -356 -4 -4 -311 -357 0 0
FINANCING CASH FLOW (c¢) -3,704 -674 -198 121.6 (270.5) 4,886.6 1,610 1,530
NET CASH FLOW (at+b+c) 848 -421 226 834 -1,476 416 2,201 2,453
Key Ratios
FY19 FY20 Fy21 FY22 FY23 FY24 FY25E FY26E
PROFITABILITY (%)
GPM 30.9 20.9 29.4 23.0 15.3 9.7 38.7 38.7
EBITDA Margin 4.4 9.3) (56.2) (22.7) (18.2) (80.7) 9.6 11.6
APAT Margin 20.2 (24.9) (43.2) 14.6 16.7 46.4 20.3 21.6
RoE 6.0 (3.3) (4.3) 9.5 5.7 54 9.3 10.1
Core RoCE 509 (2.8) (34) 37 1.7 4.6 9.0 10.2
RoCE 54 (6.9) (3.2) 3.0 5.5 43 7.9 8.2
EFFICIENCY
Tax Rate (%) 34.8 1.0 7.0 71.1 (22.7) 35.2 25.0 25.0
Asset Turnover (x) 0.4 0.4 0.1 0.3 0.5 0.1 0.5 0.5
Inventory (days) 695 762 2,798 1,292 1,065 4,712 1,458 1,417
Debtors (days) 87 75 187 69 66 203 43 36
Payables (days) 118 94 288 143 110 333 100 133
Cash Conversion Cycle (days) 664 742 2,697 1,218 1,021 4,582 1,401 1,320
Debt/EBITDA (x) 8.8 (4.1) (2.6) (3.1) (24) (5.1) 12.6 11.0
Net D/E 0.03 0.06 0.07 0.03 0.10 0.41 0.13 0.10
Interest Coverage 6.7 (3.9) (7.2) (12.5) (6.4) (15.9) 4.8 4.7
PER SHARE DATA
EPS (Rs/sh) 7.7 9.8) (4.6) 3.7 6.5 6.3 11.7 14.0
CEPS (Rs/sh) 8.0 9.3) 4.2) 4.1 73 72 124 14.7
DPS (Rs/sh) 25 2.3 0.0 0.0 2.0 2.3 0.0 0.0
BV (Rs/sh) 124.5 109.8 105.2 115.4 116.5 120.8 131.8 145.8
VALUATION
P/E 78.1 (61.5) (130.3) 162.1 92.2 95.0 51.7 43.0
P/BV 4.8 5.5 5.7 5.2 5.2 5.0 4.6 4.1
EV/EBITDA 363.5 (166.3) (101.1) (105.1) (86.6) (59.1) 117.2 85.1
OCF/EV (%) 0.0 0.0 0.0 (0.0) (0.0) (0.1) 0.0 0.0
FCE/EV (%) 4.1 0.7) (0.8) (0.6) (1.7) (6.7) 12 15
Dividend Yield (%) 0.4 0.4 0.0 0.0 0.3 0.4 0.0 0.0
Source: Company, HSIE Research
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Rating Criteria

BUY: >+15% return potential

ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: >10% Downside return potential
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We, Parikshit Kandpal, CFA & Jay Shah, CA 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. SEBI
conducted the inspection and based on their observations have issued advise/warning. The said observations have been
complied with. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research
Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any
material conflict of interest.

Any holding in stock — YES

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional
advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an
investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment. The information and opinions contained herein have
been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such
information has not been independently verified and no guaranty, representation of warranty, express or implied, is made
as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice.
Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HSL is
not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities
from time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.
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HSL 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 twelve months.

HSL 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 managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
merger or specific transaction in the normal course of business.

HSL or its analysts did 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 HSL nor Research Analysts have
any material conflict of 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. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.
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Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600
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No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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