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HDFC Scrip Code MAHLIF 

BSE Code 532313 

NSE Code MAHLIFE 

Bloomberg MLIFE 

CMP - Sep 14, 2018 Rs. 457 

Equity Capital (cr) 51.3 

Face Value (Rs) 10 

Eq- Share O/S (cr) 5.13 

Market Cap(Rs cr) 2350 

Book Value (Rs/sh)  401 

Avg.52 Wk Volume 107133 

52 Week High 668 

52 Week Low 398 

Red Flag Level # 359 

Shareholding Pattern % (Jun 30, 18) 

Promoters 51.6 

Institutions 30.9 

Non Institutions 17.5 

Total 100.0 

ANALYST 

Kushal Rughani 
Kushal.Rughani@hdfcsec.com 

  Company Profile: 
Mahindra Lifespace Developers (MLDL) is a real estate development company belonging to the Mahindra Group. The company, 
along with its subsidiaries, is engaged in the development of residential and large format projects, such as integrated cities and 
industrial clusters. Its segments include projects, project management and development activities, and It serves both consumer 
households and businesses. Its projects in Chennai include Aqualily, Iris Court and Nova, Vivante, the Serenes and Happinest in 
Mumbai. The company's projects in Pune include L'Artista and Antheia, Aura and Luminare in Gurgaon, Ashvita in Hyderabad, 
Windchimes in Bangalore and Bloomdale in Nagpur, among others in the aforementioned regions.   The company's subsidiaries 
include Mahindra Infrastructure Developers and Mahindra World City Developers. 

  Investment rationale: 
• Big beneficiary of the Government’s policies regarding the affordable housing sector in the country. 
• Growth in the SEZ business. 
• Structural changes in the industry are expected to have a positive impact on the company. 
• Strategic partnerships to drive growth. 

  Concerns: 
• Cyclical nature of the industry. 
• Introduction of new policies or changes in the existing ones.  
• The industry could take longer to adapt to key changes, which in turn could lead to a delay in the implementation of projects. 
• Changing trend in the home buyer’s market, with consumers now purchasing property with an intention to stay, rather than 
viewing it as an investment. 
• Short-term glitches in the industry due to RERA and NCLT. These are disrupting the market in the near term, as many developers 
are reluctant to launch new projects owing to the fear on defaulting on deliverables. 
• Delay in project implementation owing to environmental concerns, as in the Government banning all construction activities in 
select states due to inadequate waste disposal measures. 

  View and valuation: 
Mahindra Lifespace Developers has a strong balance sheet, and has been able to raise capital at competitive terms even during 
challenging times. With its focus on execution, the company has been successful in attracting equity participation in both 
residential and industrial projects, thereby increasing the efficiency of the utilisation of its risk capital. As the economic 
environment improves further, the company is well positioned to benefit from the opportunities. 
 
We expect robust growth in the company’s net profit post FY18, and believe that it will surge to Rs 158 cr in FY20. We expect 
revenues to witness strong growth post FY18, as the company’s projects become operational. Similarly, the EBITDA margin 
would also witness strong expansion over FY18-20E. We see 23% revenue CAGR, 31% EBITDA and 26% PAT CAGR over the 
same period, led by Mahindra World Clusters at Jaipur and Chennai and higher sales from its residential units. The stock trades 
at ~15x FY20E earnings and ~1x FY20 book value. Based upon ~1.4x price/book and ~18x FY20 earnings, we have arrived to TP 
of Rs 565. We recommend Mahindra Life as BUY at CMP of Rs 457, and add on dips to Rs 414 with TP of Rs 565 over the next 
4-6 quarters. 
 

mailto:Kushal.Rughani@hdfcsec.com
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Financial Summary      

(Rs Cr) FY16 FY17 FY18 FY19E FY20E 

Sales 593 762 566 688 861 

EBITDA 180 164 181 201 249 

Net Profit 91 102 101 126 159 

EPS (Rs) 22.4 24.9 19.7 24.5 31 

P/E 20.4 18.3 23.2 18.7 14.7 

EV/EBITDA 27 23.6 21.8 17.2 12.7 

Key Highlights 

MLDL is engaged in real estate 

development along with its subsidiary 

companies. The company is involved in 

the development of residential and 

large-format projects, such as 

integrated cities and industrial clusters. 

Company issued 1.03 cr equity shares at 

Rs 292, and successfully raised ~Rs 300 

cr through a rights issue in May-17. After 

this, the company’s debt/equity has 

come down to ~0.1x. 

Mahindra Lifespaces is developing two 

integrated business cities - “Mahindra 

World City (MWC)”, i.e. one each in 

Chennai (~1,600 acres) and Jaipur 

(~3,000 acres), with total area of 

~4,600 acres. 

Company has partnered with HDFC 
Capital advisors to develop affordable 
housing. It would jointly invest Rs 500 
crore over next two-three years to 
develop affordable housing projects 
across cities in India.  
 
Company announced a strategic 
partnership with International Finance 
Corporation (IFC) to develop multiple 
industrial parks across Gujarat, 
Rajasthan and Maharashtra. IFC has 
made an investment commitment of US$ 
50 mn to Mahindra Life. Initially, IFC 
would invest in an industrial park near 
Ahmedabad. 
 
We see 8% revenue cagr and 21% PAT 
cagr over the same period led by its 
Mahindra World Clusters at Jaipur and 
Chennai and higher sales from its 
residential units. 

  
 

(Source: Company, HDFC sec) 

INVESTMENT RATIONALE: 
 
SEZ business: Long-term growth story 
 
MLDL has developed two integrated business cities - “Mahindra World City (MWC)” in Chennai (~1,600 acres) and Jaipur 
(~3,000 acres), with a total area of ~4,600 acres on the lines of a Plug-n-Play Infrastructure. These cities are meticulously 
planned, and have been divided into zones for business and lifestyle activities. These comprise Special Economic Zone (SEZ) 
and Domestic Tariff Area (DTA). The lifestyle zone, located in close proximity to the business zone, offers residential units, 
school, medical centres, retail malls, business hotels, and recreation and leisure facilities.  
 
Mahindra World City Chennai has been in existence for 13 years, with 3 broad functional sectors - IT services, apparel & 
fashion accessories, and auto ancillaries (which is a domestic tariff area, or DTA).  
 
The integrated cities and industrial clusters recorded 62 acres of land leases during the year, as compared to 74 acres in the 
previous year. The two operational World Cities at Jaipur and Chennai contributed significantly to the company’s profits in 
FY18. Mahindra World City (MWC) Jaipur, which improved its inventory mix during the previous year with the launch of its 
second DTA, has further enhanced its ability to reach a wider customer base with the amalgamation approval for its sector-
specific SEZs into a multi-product SEZ towards the end of FY18, which was followed by the final notification in Apr-18. 
During the year, MLDL launched its industrial clusters brand – ‘ORIGINS by Mahindra World City’. The first two clusters, 
located near Chennai and Ahmedabad, are in various stages of planning and development. These smaller industrial clusters 
will have a relatively shorter project lifecycle than the existing large-format integrated cities in Chennai and Jaipur.  
 
Mahindra World City, Chennai, leased 17.6 acres during the year, adding three new customers, while two existing customers 
purchased additional land for expansion. As a result, the total number of industrial customers increased to 76. Of these, 62 
companies were operational as of Jun-18. The four operational residential projects at Mahindra World City, Chennai, saw an 
increase in occupancy from ~ 1,100 families in the previous year to 1,850 in FY18.  
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Mahindra World City Jaipur leased 44 acres of land during the year, adding eight new customers. In addition to this, five existing customers took up additional space. 
At the end of the year, the company had 83 industrial customers - 49 in the Special Economic Zones (SEZs) and 34 in the Domestic Tariff Area (DTA). Of these, 49 
companies are operational, and another 10-12 are expected to commence operations in FY19. The company is currently in the process of finalising the master plan 
for its residential and social infrastructure areas. In an important development since the close of FY18, MWC Jaipur received the notification of the final approval 
from the Government to establish a multi-product SEZ. As a result, the existing sector-specific SEZs-IT/ITeS, engineering and related industries, handicrafts, and 
gems & jewellery will be amalgamated into a composite multi-product SEZ, which will further widen the target customer base and improve the project outlook. 
 
Strong performance: 
 
MLDL sold 1 1,357 residential units aggregating 11.6 lakh square feet of saleable area in FY18, as compared to 863 units aggregating to 9.1 lakh square feet in the 
previous year. This improvement in sales performance was driven by the successful launch of its third affordable housing project – Happinest in Palghar in the 
Mumbai Metropolitan Region (MMR), and improved sales performance in its ongoing projects across the mid-premium and affordable housing segments. MLDL 
recorded 57% growth in sales volume, and 27% growth in area sold vis-à-vis the previous year. The company also handed over 1,592 units to customers during the 
previous fiscal as compared to only 541 units handed over three years ago. All these point to the strong capability of MLDL to execute larger projects in shorter 
periods of time. This aspect is very critical in the affordable housing segment, where construction efficiencies are critical to positive project profitability and returns. 
 

 

Projected Cash Flow As Per Company’s Presentation 

 

Cash flow Potential  Rs Cr 

Ongoing Sales Completed in ongoing projects 1589 

  Less: Amount collected from Sales 812 

  Net Amount to be collected on completed sales 776 

  Estimated sales from finished goods 1630 

  Less: Estimated Construction cost to be spent on ongoing projects 709 

  Cash Flow from ongoing & completed projects 1698 

      

Subsequent Phases of Ongoing 
Projects Estimated Sales Potential 665 

  Less: Estimated Construction Cost 277 

  Cash Flow from future phases of ongoing projects 388 

  Total Estimated Cash Flows 2086 

Source: Company, HDFC Sec Research  
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  Industrial clusters 
 
The company is a pioneer in the integrated cities space, and currently has two cities in this genre - Mahindra World City, Chennai and Jaipur, that are public-private 
partnership models with the respective state governments. During FY18, there was moderate revival in the demand for industrial land and built-to-suit solutions 
from companies in the Indian market. The demand from export-oriented manufacturing units was subdued in comparison. Besides, longer decision cycles of 
companies looking to lease land have resulted in fewer deals, despite growth in both interest and enquiries. The company will focus on increasing its deal pipeline 
and closures in the balance inventory of industrial land in Chennai, and in leveraging the enhanced product-mix at Jaipur to add more customers in its DTA and 
multi-product SEZ. As a part of its growth strategy for this business, the company has also decided to build a network of smaller industrial clusters, branded as 
‘ORIGINS by Mahindra World City’. 
 
Industrial clusters are projects spanning 250-600 acres, meeting global standards located in high-growth corridors across India. They allow faster go-to-market with 
clear land titles, plug-and-play infrastructure, in-house expertise in operations and security, along with a range of business support services such as warehousing, 
logistics and banking. In addition, they provide value added services such as fulfilment centres, industrial kitchens and industrial waste management. 
 
Such projects are great investment and growth opportunities for the company, as they have a shorter turnaround time that increases the capital efficiency and pre-
aggregated approach to land acquisition, which reduces the risk profile. This also makes such projects more attractive to strategic and financial investors, allowing 
the company to raise capital through collaborations and equity participation. Smaller projects also enable focussed offerings for specific industrial segments in the 
clusters in which they operate. 
 
MLDL has identified upcoming industrial destinations and corridors in the western and southern regions to start with. It has initiated planning/development on two 
projects - one, near Chennai (Tamil Nadu) in a joint venture with Sumitomo Corporation, Japan, and the other near Ahmedabad (Gujarat) with International Finance 
Corporation as a strategic partner. 
 
Project Portfolio 
 

 Region Completed Current Land Inventory 

 Area in msft. Saleable Area Saleable Area Saleable Area 

Mumbai Metro Region (MMR) 3.23 0.58 1.59 

Pune 2.58 0.41 0.63 

Hyderabad 1.08   

Chennai 3.81 0.41 1.63 

Nagpur 0.41 0.92 0.22 

NCR 3.04 0.77 0.36 

Bengaluru  0.87  

Jaipur  0.40   

Total 14.55 3.97 4.43 

Source: Company, HDFC Sec Research  
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Integrated Cities & Industrial Clusters (ICIC) 
 
As a part of its growth strategy, the company has also decided to build a network of smaller industrial clusters, branded as ‘ORIGINS by Mahindra World City’. The 
company has identified upcoming industrial destinations and corridors in the western and southern regions to start with. It has initiated planning/development on 
two projects: one, near Chennai (Tamil Nadu), in a joint venture with Sumitomo Corporation, Japan, and the other near Ahmedabad (Gujarat), with International 
Finance Corporation (IFC) as a strategic partner. 
 
The integrated cities and industrial clusters recorded 62 acres of land leases during the year, as compared to 74 acres in the previous year. The two operational 
World Cities at Jaipur and Chennai contributed significantly to the company’s profits in FY18. Mahindra World City (MWC) Jaipur, which improved its inventory mix 
during the previous year with the launch of its second DTA, has further enhanced its ability to reach out to a wider customer base with the amalgamation approval 
for its sector-specific SEZs into multi-product SEZ towards the end of FY18 and it was followed by the final notification in Apr-18. 
 
During the year, the company launched its industrial clusters brand – ‘ORIGINS by Mahindra World City’. The first two clusters, located near Chennai and Ahmedabad, 
are in various stages of planning and development. These smaller industrial clusters will have relatively shorter project lifecycles than the existing large-format 
integrated cities in Chennai and Jaipur. 
 
ORIGINS, Chennai, is the company’s first venture in the industrial clusters space. It is a 264-acre project in North Chennai, which is being developed through its 
subsidiary in a JV with Sumitomo Corporation. All approvals for the project are in place, and development work commenced in FY18. ORIGINS, Jansali, is the 
company’s second industrial cluster near Ahmedabad, Gujarat, with an area of 268 acres. It will be developed through its subsidiary, with International Finance 
Corporation as a strategic partner. The company is in the process of securing the necessary approvals for the project. 
 
Delhi-NCR, one of the geographies that Mahindra Lifespaces operates in, continued to be the most affected market. In comparison, the situation was better in 
Mumbai, Pune, Hyderabad and Bangalore, where prices remained stable despite muted end-user demand. The company has identified the western and southern 
regions as growth corridors for its residential business. It currently has projects in the Mumbai Metropolitan Region (MMR), Pune and Chennai, which are in advanced 
stages of planning or approvals. The company seeks to grow its presence significantly in Mumbai, Pune and Bangalore, and to add to its presence in Hyderabad and 
NCR before exploring any other geographies. 
 
Mahindra Lifespaces has witnessed success in its ability to raise risk capital and scale up its presence through asset-light models with credible partnerships. During 
the year, the company entered into two such partnerships. The first one is with International Finance Corporation (IFC), a member of the World Bank Group, for the 
development of multiple industrial parks across Gujarat, Rajasthan and Maharashtra. This entails an investment commitment of US$ 50 mn, with the first investment 
in Origins, Jansali - the 268-acre industrial cluster near Ahmedabad.  
 
The second partnership is with a fund managed by HDFC Capital Advisors Limited for projects in the affordable housing space, with a joint commitment of Rs 500 
crore that can deliver a development footprint of 50-100 lakh square feet. Happinest, Palghar (I & II), in the Mumbai Metropolitan Region, which has an estimated 
saleable area of 10.5 lakh square feet, is the first project to be implemented under this partnership. The company is already in a partnership with Standard Chartered 
Real Estate (Singapore) Private Ltd for residential projects in the mid-premium segment. The JV has completed investments accounting to close to 65% of the total 
joint investment commitment of Rs 1,000 cr. 
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Acid test for the sector: 
 
With the mountain of changes brought about in the sector, namely demonetisation, GST and RERA, along with the Government’s stance on the crackdown of black 
money, the real estate sector was one of the most severely impacted over the last few quarters. The Government’s intentions about making real estate a pro-consumer 
market are very clear. Due to this, by end -2017 India’s residential sector appears to have shrunk to a fraction of its size in less than a decade. Eight major cities 
collectively saw only over 1 lakh new residential units enter the market. Similarly, sales volumes were restricted to 2, 28,000 units, again a fragment of its scale in the 
recent past. While the market has been on a steady decline, the past 12-odd months were an acid test of sorts for the real estate sector in India. Companies with strong 
management, low turnaround time, capability of managing resources efficiently and handling cash sensibly have stood out. We believe that such players would be the 
biggest beneficiaries of structural changes taking place in the industry. With the Government’s thrust to affordable housing and the rising popularity of smart cities, 
such companies will be able to leverage their expertise and gain market share, as smaller and poorly-managed companies struggle to remain competitive. 
 
With the launch of the affordable housing initiative of the Government, aimed at first-time homebuyers in the middle to lower-income category, the opportunities 
available are plenty. To begin with, the Government designated this sector as a favoured segment under its ‘Housing for All by 2022’ initiative. The most recent Union 
Budget provided direct tax relaxation to the lowest income earners, along with much-needed clarity on the designated beneficiaries under the Pradhan Mantri Awas 
Yojana (PMAY). The Government also brought in a new Credit Linked Subsidy Scheme (CLSS) for the middle-income group, with a provision of Rs 1000 cr. Additionally, 
the tenure for loans under the CLSS of PMAY was increased from 15 to 20 years. The main thrust of the housing demand in the country is in the mid segment (which is 
now being called affordable housing). As income levels rise, consumers will also be looking at the quality of houses, along with the price. To fulfil this expectation and 
still be profitable, developers would need to take on larger projects, thereby reducing costs. MLDL has entered this segment much earlier than contemporaries, and 
has the required expertise. While smaller players in the unorganised market will struggle to compete with larger companies, they will lose out on market share. 
 
Another initiative by the Government is that of Smart Cities in 2015, with the prime agenda to promote core infrastructure and a sustainable life for citizens. MLDL 
would be a key beneficiary of the successful implementation of most of these policies and changes. The company has been focussing on the affordable housing segment, 
with its key customers being in the middle-income group. With a successful track record, and looking at the existing projects, there is good visibility of future revenue 
growth for the company. 
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   About the Industry: 
 
The turnaround in global economic performance that started in mid-2016 gathered momentum, became stronger and more broad-based in 2017. With advanced 
economies continuing to perform well and being host to an environment of supportive financial conditions, the IMF expects global growth to further improve to 
3.9% in 2018 and 2019. India witnessed a marginal decline in its macroeconomic performance in FY18. According to the second advance estimates released by the 
Central Statistics Office (CSO) on 28-Feb-18, growth in India’s Gross Value Added (GVA) for FY18 is estimated at 6.4%, as compared to 7.1% in the previous year. 
This deceleration was attributed to a decline in industrial and agricultural growth, even as the services industry grew from 7.5% in FY17 to 8.3% in FY18. 
 
In a positive development, from the real estate industry’s perspective, the construction sector that accounts for ~8%  of the GDP grew at a marginally higher 4.3 %, 
in FY18 after a lacklustre 3.7% and 1.3% in FY16 and FY17 respectively. The growth outlook for the Indian economy for FY19 is positive - with the RBI projecting GDP 
growth of 7.4% in FY19. The residential segment continued to have high inventory levels in key markets, despite a sharp drop in new launches due to the 
implementation of RERA. Demand remained subdued, especially in the earlier part of FY18, with a gradual pick-up towards the fourth quarter, as the uncertainty 
around GST and its impact on prices dissipated. A landmark tax reform such as the GST is designed to turn India into a unified common market. In the long run, steps 
such as these are expected to help improve the ease of doing business in the country, and also propel greater investment flows across sectors.  
 
For the residential segment, sales and new project launches declined to historic lows in 2017. Although homebuyers’ sentiments improved marginally in select cities 
such as Bangalore, Hyderabad, Chennai, Mumbai and Pune, the sector continues to suffer from subdued sales and select/intermittent supply addition. As the 
developer community gets used to RERA, we expect the residential segment to show some signs of recovery in 2018. Affordable housing as a segment is also 
expected to attract greater interest, as incentives offered by the Government are likely to result in better end-user and developer participation. Overall, in 2018, 
the market is expected to undergo a sieving process, with credible and sustainable developers differentiating themselves from other players, and the focus steadily 
moving towards end users. 

 
Strategic partnerships to drive growth: 
 
MLDL has a great ability to raise risk capital and scale up its presence through asset-light models with credible partnerships. During the year, the company entered 
into two such partnerships. The first one was with International Finance Corporation (IFC), a member of the World Bank Group, for the development of multiple 
industrial parks across Gujarat, Rajasthan and Maharashtra. This entails an investment commitment of US$ 50 mn, with the first investment in Origins, Jansali — 
the 268-acre industrial cluster near Ahmedabad. The second partnership is with a fund managed by HDFC Capital Advisors, by forming a 51:49 JV under the name 
of Mahindra Happinest Developers Ltd, to develop affordable housing. It would jointly invest Rs 500 cr over the next three years to develop affordable housing 
projects across cities in India. This partnership will help the company to expand its affordable housing portfolio, with an estimated development footprint of ~5-10 
MSF under the brand name ‘Happinest’. During FY18, MLDL launched Happinest Palghar, its third affordable housing project, and the first under this partnership 
with an estimated saleable area of 10.5 lakh square feet. The company already has a partnership with Standard Chartered Real Estate (Singapore) Private Ltd for 
residential projects in the mid-premium segment. The JV has completed investments accounting for ~65% of the total joint investment commitment of ~Rs 1000 
crore. 
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RERA to be a game changer in the Industry:  
 
RERA has moved through the legislative contours to finally becoming a regulation. The sector had become huge in terms of a large number of transactions, and its 
contribution to the overall GDP of the country. Lately, due to non-standardised and unregulated practices, the fragmented sector has been in the limelight for all the 
wrong reasons, further impacting its image. There was a dire need of a supervisory body to oversee the operations of the sector. This Act has the impact of changing 
the entire landscape of real estate, and redefining the process of how sales in this sector take place in the country. This has not only impacted the developers’ 
community, but all the stakeholders in the sector. Every stakeholder - right from the Government, bankers, PE and consumers - is getting aligned to the new 
systems/processes which are RERAfied.  RERA will be a game changer in the long run, especially for larger developers in the listed space like MLDL. Some mid-sized 
players are willing to join hands with larger ones to remain in the business.  
 
GST:  
 
The real estate sector has always been in the limelight due to the levy of various taxes, restriction of credits, lack of transparency, etc. GST is expected to bring in 
transparency and simplicity. While the prices of residential real estate may not come down in the short term, GST is expected to help in improving the perception of 
the sector on the back of a simplified tax structure and accountability at every stage. The highlight of the GST regime for the realty sector is the seamless availability 
of Input Tax Credits (ITC) paid on inputs, capital goods and input services. Under this regime, builders would end up paying a multitude of taxes such as VAT, central 
excise, entry tax, LBT, Octroi, service tax, etc., the credits of which were not freely available against the output tax liability. However, the GST regime provides for full 
ITC eligibility to construction services, thereby eliminating the inefficiency ushered in by the cascading effect of taxes. Under the GST regime, owing to the removal of 
state barriers, the construction sector is expected to experience considerable relief in terms of the transportation of material, machinery etc. from one state to 
another. This would help MLDL in the sourcing of cheaper raw materials, and eventually help in reducing costs. 
 
Recovery in the sector:  
Residential real estate sector has started recovering from the shock of demonetisation, as sale volumes have risen over 25% YoY to 50,000+ units. This rise in sales 
was driven by the reduced effect of demonetisation and implementation of RERA, bringing confidence back to the sector along with base capital price corrections in 
the top 8 metros. However, on an annual basis, sales dipped by 14% (to 180,000+ units) as compared to 2016 (210,000+ units). Similarly, new launches across all 
markets including Delhi NCR, MMR, Chennai, Bengaluru and Pune, witnessed a decline over 20% on a YoY basis to 94,000 units.  
 
Key policy reforms:  
 
The Government announced that 99 cities have been identified for the Smart City initiative, and Rs 2.04 lakh cr has been earmarked for the project. To spur the supply 
of affordable housing, the finance minister announced the setting up of a dedicated fund for this segment under the National Housing Bank, which will be funded by 
priority sector lending shortfall and fully-serviced Government-authorised bonds. This announcement added to the demand side pre-budget cheer for the segment 
wherein GST for affordable and low-cost housing was rationalised from the previous 12% to 8%. Further, it has allowed a 5% variation in transaction and circle values 
for computation of capital gains tax for property transactions. 
 
Broadening the coverage of incentives offered under the Pradhan Mantri Awaas Yojna (PMAY) - In Nov-17, the carpet area under this initiative was raised from 90 sq 
m to 120 sq m for the Rs 6-12 lakh/annum income category, and from 110 sq. m. to 150 sq m for the Rs 12-18 lakh/annum category. With the expansion of the carpet 
area limit, a large segment of mid-income housing will also become eligible for benefits under the flagship affordable housing scheme. 
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Q1 FY19 Result Update 
 
On a consolidated basis, revenues grew 13.2% yoy to Rs 154 cr, while PAT surged by 86% yoy to Rs 26.9 cr. MLDL launched a new project “ROOTS” in Kandivali, Mumbai 
with a saleable area of 0.14 MSF comprising 126 units. The company also launched subsequent phases at Palghar, Antheia and Avadi, with a saleable area of 0.44 MSF. 
Furthermore, it is planning to launch four more projects with total saleable area of ~1.8-1.9 MSF in FY19E. Ahmedabad, Chennai industrial parks: The management is 
focussing on obtaining approvals for its industrial park in Ahmedabad in FY19E. Construction will commence once the approvals are in place. For its North Chennai industrial 
park, project approvals have been obtained, while construction work had started in Q3FY18. During the quarter, Pune and MMR sales contribution stood at ~47%, while in 
other cities, the share stood at 53%. 
 
View and valuations 
 
Mahindra Lifespaces has a strong balance sheet, and has been able to raise capital at competitive terms even during challenging times. With its focus on execution, it has 
been successful in attracting equity participation in both residential and industrial projects, thereby increasing efficiency in the utilisation of its risk capital. As the economic 
environment improves further, the company is well positioned to benefit from the opportunities. 
 
Mahindra Life had booked Rs 325 cr sales proceeds from Byculla’s land development rights in FY15, which had resulted in a net profit of Rs 266 cr. Going ahead, with better 
sales from the residential segment coupled with moderate contribution from high margin land leases translating into better EBITDA margins, we expect net profit to grow 
robustly post FY18, and would surge to Rs 158 cr in FY20. We expect revenues to witness robust growth post FY18, as the company’s projects become operational. Similarly, 
EBITDA margin would also witness strong expansion over FY18-20E. We see 23% revenue, 31% EBITDA and 26% PAT CAGR over the same period, led by its Mahindra World 
Clusters at Jaipur and Chennai, and higher sales from its residential units. Stock trades at ~15x FY20E earnings and ~1x FY20 book value. We like MLDL, given its strong 
parentage, management’s focus on improving return ratios through strategic partnerships with IFC & HDFC Capital  and a strong balance sheet (~0.1x net D/E). Earlier, on 
15 Jan-18, we had recommended BUY on MLDL at Rs 491, with TP of Rs 635. The said target was achieved on 19-Jun’18. We recommend Mahindra Lifespace as BUY at CMP 
of Rs 457, and add on dips to Rs 414 with TP of Rs 565 over the next 4-6 quarters. Based upon ~1.3x price/book and ~18x FY20 earnings, we arrive to TP of Rs 565. 
 
Key risks 
 

 Delays in getting project as well as land approvals across cities could delay the projects, which could act as a major risk to estimates. 
 

 Lower-than-expected traction from the company’s Industrial Clusters. 
 

 Slower ramp-up from the company’s Industrial Clusters. 
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Revenues to witness strong ~23% cagr over FY18-20E  

 
   Source: Company, HDFC sec Research  
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Income Statement                                                                                                   Balance Sheet 

 

 

 

(Rs Cr) FY16 FY17 FY18^ FY19E FY20E 

Net Revenue 593 762 566 688 861 

Other Income 94.0 69.0 78.0 71.0 73.2 

Total Income 687 831 644 759 934 

Growth (%) -40.1 21.0 -22.5 17.8 22.3 

Operating Expenses 508 712 508 609 748 

EBITDA 180 164 181 201 249 

Growth (%) -83.0 14.4 8.7 26.8 35.3 

EBITDA Margin (%) 13.9 12.4 18.1 18.9 20.5 

Depreciation 4.2 4.6 4.3 5.7 7.7 

EBIT 175 159 176 196 242 

Interest  35.7 20.2 41.3 30.8 26.0 

Exceptional 0.0 0.0 0.0 0.0 0.0 

PBT 140 139 135 165 216 

Tax 42.9 33.0 31.2 41.2 53.9 

RPAT 97 102 101 126 159 

Growth (%) -66.9 12.6 -2.6 20.0 31.0 

EPS 22.4 24.9 19.7 24.5 31.0 

As at March FY16 FY17 FY18^ FY19E FY20E 

SOURCE OF FUNDS           

Share Capital 41.0 41.1 51.3 51.3 51.3 

Reserves 1589 1659 2008 2086 2193 

Shareholders' Funds 1630 1700 2059 2137 2244 

Long Term Debt 449 275 58 68 75 

Net Deferred Taxes 33 37 39 43 53 

Long Term Provisions & Others 86 58 9 17 36 

Minority Interest  39 44 45 45 45 

Total Source of Funds 2237 2113 2210 2311 2453 

APPLICATION OF FUNDS           

Net Block 12 19 36 51 66 

Long Term Loans & Advances 765 768 848 886 958 

Total Non Current Assets 777 787 884 937 1024 

Current Investments 201 146 217 190 182 

Inventories 1306 1171 912 983 1014 

Trade Receivables 63 76 145 128 170 

Short term Loans & Advances 201 274 411 378 367 

Cash & Equivalents 128 84 130 252 412 

Other Current Assets 333 325 297 285 277 

Total Current Assets 2233 2096 2112 2217 2421 

Short-Term Borrowings 210 202 168 191 225 

Trade Payables 254 203 194 229 295 

Other Current Liab & Provisions 300 309 334 367 418 

Total Current Liabilities 773 724 786 843 993 

Net Current Assets 1460 1372 1326 1374 1428 

Total Application of Funds 2237 2113 2210 2311 2453 

Source: Company, HDFC sec Research, ^ post right issue 

 

Source: Company, HDFC sec Research, ^ post right issue 
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Cash Flow Statement        Key Ratios 

 
(Rs Cr) FY16 FY17 FY18^ FY19E FY20E 

EBITDA Margin 13.9 12.4 18.1 18.9 20.5 

EBIT Margin 13.2 11.8 17.4 18.1 19.6 

APAT Margin 15.8 13.9 18.2 18.0 18.8 

RoE 5.9 6.1 5.4 6.0 7.3 

RoCE 3.5 4.3 4.5 5.4 6.9 

Solvency Ratio           

Net Debt/EBITDA (x) 4.0 2.6 -1.2 -1.4 -1.7 

D/E 0.4 0.3 0.1 0.1 0.1 

Net D/E 0.2 0.1 -0.1 -0.1 -0.1 

Interest Coverage 2.2 4.4 2.4 4.0 6.5 

PER SHARE DATA           

EPS 22.4 24.9 19.7 24.5 31.0 

CEPS 23.2 26.0 20.5 25.6 32.5 

BV 397 414 401 416 437 

Dividend 6.0 6.0 6.0 7.5 9.0 

Turnover Ratios (days)           

Debtor days 39 36 94 68 72 

Inventory days 1008 593 672 522 430 

Creditors days 183 104 140 137 144 

VALUATION           

P/E 20.4 18.3 23.2 18.7 14.7 

P/BV 1.2 1.1 1.1 1.1 1.0 

EV/EBITDA 27 23.6 21.8 17.2 12.7 

EV / Revenues 3.8 2.9 3.9 3.2 2.6 

Dividend Yield (%) 1.3 1.3 1.3 1.6 2.0 

(Rs Cr) FY16 FY17 FY18^ FY19E FY20E 

Reported PBT 137 139 135 165 216 

Non-operating & EO items -94 -69 -78 -71 -67 

Interest Expenses 36 20 41 31 26 

Depreciation 4 5 4 6 8 

Working Capital Change 851 113 25 73 102 

Tax Paid -43 -33 -31 -41 -54 

OPERATING CASH FLOW ( a ) 891 175 96 162 230 

Capex 247 -7 -17 -15 -15 

Free Cash Flow 1,138 168 79 147 215 

Investments -412 -3 -80 -38 -72 

Non-operating income 94 69 78 71 67 

INVESTING CASH FLOW ( b ) -71 59 -19 18 -20 

Debt Issuance / (Repaid) -731 -199 -264 22 36 

Interest Expenses -36 -20 -41 -31 -26 

FCFE 371 -51 -226 139 225 

Share Capital Issuance -59 5 11 0 0 

Dividend -29 -30 -36 -45 -55 

FINANCING CASH FLOW ( c ) -855 -244 -329 -54 -45 

NET CASH FLOW (a+b+c) -35 -10 -252 126 165 

Source: Company, HDFC sec Research, ^ post right issue 

 

Source: Company, HDFC sec Research, ^ post right issue 
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                                                                  Rating Chart  

R 
E 
T 
U 
R 
N 

HIGH       

MEDIUM       

LOW       

  LOW MEDIUM HIGH 

  RISK 

 

                                                                Ratings Explanation: 

RATING  Risk - Return BEAR CASE BASE CASE BULL CASE 

BLUE 
LOW RISK - LOW 
RETURN STOCKS 

IF RISKS MANIFEST 
PRICE CAN FALL 20% 

OR MORE 

IF RISKS MANIFEST 
PRICE CAN FALL 15% & 

IF INVESTMENT 
RATIONALE FRUCTFIES 
PRICE CAN RISE BY 15% 

IF INVESTMENT 
RATIONALE FRUCTFIES 

PRICE CAN RISE BY 
20% OR MORE 

YELLOW 
MEDIUM RISK - 
HIGH RETURN 
STOCKS 

IF RISKS MANIFEST 
PRICE CAN FALL 35% 

OR MORE 

IF RISKS MANIFEST 
PRICE CAN FALL 20% & 

IF INVESTMENT 
RATIONALE FRUCTFIES 
PRICE CAN RISE BY 30% 

IF INVESTMENT 
RATIONALE FRUCTFIES 

PRICE CAN RISE BY 
35% OR MORE 

RED 
HIGH RISK - HIGH 
RETURN STOCKS 

IF RISKS MANIFEST 
PRICE CAN FALL 50% 

OR MORE 

IF RISKS MANIFEST 
PRICE CAN FALL 30% & 

IF INVESTMENT 
RATIONALE FRUCTFIES 
PRICE CAN RISE BY 30% 

IF INVESTMENT 
RATIONALE FRUCTFIES 

PRICE CAN RISE BY 
50%  OR MORE 
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       Price Chart  

 

 

 

 

 
# Explanation of Red Flag Price Level: If the stock price sustains below red-flag, the premise of investment needs to be reviewed. Risk-averse investors 
should exit the stock and preserve capital. The downside of following the red-flag level is that if the price decline turns out to be temporary and recovers 
subsequently, you won’t be able to participate in the gains. 
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RECOMMENDATION HISTORY 

Date Price Reco Targets 

15 Jan ‘18 Rs  491  Buy Rs. 635 

17 Sep’18 Rs  457  Buy Rs. 565 

Rating Definition:  

 
Buy: Stock is expected to gain by 10% or more in the next 1 Year. 
 
Sell: Stock is expected to decline by 10% or more in the next 1 Year. 

 



 

 18 
 

Page 

 

 

 

 

 

 

 

 

 

 

 

 

Research Analyst: Kushal Rughani (kushal.rughani@hdfcsec.com) 
 
HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 
Website: www.hdfcsec.com Email: hdfcsecretailresearch@hdfcsec.com. 
Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600 

Disclosure: 
I, (Kushal Rughani, MBA), 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. HSL has no 
material adverse disciplinary history as on the date of publication of this report. 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 does not 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 
not have any material conflict of interest. 
Any holding in stock – No 
HDFC 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 meant for sole use by the recipient and not for circulation. 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. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended 
to be complete and 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 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 send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published 
for any purposes without prior written approval of HSL. 
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. 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. 

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 t 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. 
 

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 04102015; IRDA Corporate Agent License No.: HDF 2806925/HDF C000222657; SEBI 
Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193 
 
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing. 
 

mailto:kushal.rughani@hdfcsec.com

