
A
sh

ik
a 

St
oc

k 
B

ro
ki

ng
 L

im
it

ed
 

                                                                  Ashika Research - Equities 
 

Mahindra Lifespace Developers Ltd. 

Company Information 

BSE Code 532313 

NSE Code MAHLIFE 

Bloomberg Code MLIFE IN 

ISIN INE813A01018 

Market Cap (Rs. Cr) 2295 

Outstanding shares(Cr) 4.1 

52-wk Hi/Lo (Rs.) 604 / 321.5 

Avg. daily volume (1yr. on NSE) 19,150 

Face Value(Rs.) 10 

Book Value 307.9 

Company Description 

Mahindra Lifespace Developers Ltd. (MLDL), a wholly owned 

subsidiary of the Mahindra group, is engaged in the business of 

development of real estate, residential facilities, commercial 

complexes and through its subsidiary companies is involved in 

various infrastructure projects including development of 

Special Economic Zones and integrated business cities. MLDL 

has developed residential & commercial projects consisting of 

~8.3 mn. sq. ft. of completed projects and ~11.3 mn sq.ft. of 

ongoing and forthcoming projects in cities like Mumbai, Pune, 

NCR, Gurgaon, Jaipur, Chennai, Hyderabad, Nagpur and Nasik. 

The company has recently announced its entry into affordable 

housing segment in tier-2 cities. 

Investment Rationale 

Government initiative in affordable housing 

As highlighted in the election manifesto of BJP and also in the 

Presidential speech to attain affordable housing for all within 

75 years of India’s independence has been one of the top 

agendas. Accordingly the idea to build 100 cities has been 

proposed. In order to ensure this the new Government may look 

at smoothening the process on quicker land acquisition, faster 

approvals, easy and low-cost funding availability and better 

infrastructure to make it a more interesting proposition for 

developers and investors, and also provide them with 

incentives to build cheaper homes. To make this dream come 

true India needs about 19 million low-cost homes which make 

low cost housing segment a lucrative $150 billion business 

opportunity. 

Foray into affordable housing 

MLDL launched its new business vertical ‘Happinest’ that will 

focus on developing affordable housing projects. Affordable 

housing represents a $150 billion opportunity for private 

companies. The first two projects under the new vertical will be 

developed at Avadi in Chennai and Boisar in Mumbai and would 

be priced between Rs 10-20 lakh, aimed at families with a 

current combined monthly income of Rs 20,000 to Rs 40,000 

 

July 02, 2014 

Recommendation Buy 

Target price  Rs. 710 

Closing price  Rs. 560 

Potential upside 27% 

Relative performance chart (one year) 

In Rs. Cr. FY13 FY14 FY15E FY16E 

Net Sales 738 705 816 1083 

Growth (%) 5.3 -4.5 15.7 32.7 

EBITDA 242 170 229 308 

EBITDA Margin (%) 32.8 24.1 28.1 28.4 

Net Profit 141 101 113 156 

PAT Margin (%) 19.1 14.3 13.8 14.4 

EPS (Rs) 34.6 24.6 27.6 38.2 

Consensus Estimate: Bloomberg 
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Investment Rationale Cont… 

per month. The first phase of total 2500 homes with sized between 

420 to 600 sq ft is expected to be completed within two years. 

However to ensure speedy execution and lower costs, the company 

has tied up with credit scoring agencies and micro home finance 

companies to reach out to customers and meet their home finance 

requirements. In order to encourage affordable housing projects the 

government needs to create an environment to facilitate such 

projects by having the right policy framework. Going ahead a huge 

opportunity is seen in the low-cost home segment. 

Creating land bank and forge a JV 

Anticipating a revival in demand for real estate, MLDL is looking to 

replenish its land bank as a precursor to launching new projects. The 

company is actively looking to pick up land parcels in Mumbai, 

Bangalore and Pune as the company intends to maintain land 

inventory equivalent to three years of targeted sales. Until recently, 

the company did not maintain a large land bank because of the 

uncertainty in demand for residential real estate over the past few 

years. During FY14, MLDL formed a joint venture with SCM Real 

Estate (Singapore), the investment arm of Standard Chartered Bank, 

for development of residential projects in India. Both companies 

plan to develop projects in which Mahindra Lifespace and SCM hold 

equal stakes with combined investment of Rs. 1000 cr. The company 

had recognized four projects for the JV of which two were 

completed in Bengaluru (0.67 mn sq ft saleable area) and Gurgaon 

(0.92 mn sq ft saleable area). Out of the remaining two, one 

potential project has been dropped due to title related matters and 

one is yet to be completed. Currently the company has bought a 12-

acre land parcel in Gurgaon from private equity fund Ireo for Rs. 472 

Cr and it will be developed by the joint venture.  

Recent land acquisitions and new launches to compel growth 

Currently MLDL has a project pipeline of 6.6 mn sq ft, which will be 

launched over the next 12-18 months providing strong visibility 

over sales volumes and the management indicated launch of 6 new 

projects in FY15 itself, subject to obtaining various clearances. In the 

last 2 years, MLDL has added land inventory of ~4 mn sq ft across 

various cities like Hyderabad, Pune, Bengaluru, Chennai and NCR. 

Even if there is a delay in couple of projects, the company stands tall 

with robust project pipeline which provides strong revenue visibility 

over FY15 and FY16 along with better sales and realization from 

MWC Chennai and Jaipur. Going forward, it is expected that the sales 

numbers will improve along with improved realizations on the back 

of new launches anticipated in the current financial year. 

Strong Parentage 

MLDL is backed by its strong parentage with $16.7 billion Mahindra 

Group, which is one of the largest group in India. The group has 

diversified business with being top player in different business 

verticals. In order to capitalize on the domestic real estate space the 

group has created a separate entity. The strong group and its strong 

management ease the plan for MLDL to stabilize in this competitive 

business vertical. 
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Disclaimer:  
This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Ashika 
Stock Broking Ltd., is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your 
information and should not be reproduced or redistributed to any other person in any form. The report is based upon information that we consider 
reliable, but we do not represent that it is accurate or complete, and it should not be relied upon such. Ashika Stock Broking Ltd. or any of its affiliates or 
employees shall not be in anyway responsible for any loss or damage that may arise to any person from any inadvertent error in the information 
contained in this report. Ashika Stock Broking Ltd., or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any 
kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular 
purpose, and non-infringement. The recipients of this report should rely on their own investigations. “Ashika Stock Broking Ltd., and/or its affiliates and 
/or employees may have interests/positions, financial or otherwise in the securities mentioned in this report.” 

Probable rollback of MAT from SEZ 

According to media articles, India Inc has urged the Finance Minister to 

exempt special economic zones (SEZ) developers and units from the levy of 

minimum alternate tax (MAT). If this materialized then it would be 

encouraging for SEZ units like MLDL. In addition to this MLDL will also be 

benefited from the recently passed Land Acquisition, Rehabilitation and 

Resettlement Bill (LARR Bill) as the company has created SEZ land bank in 

Jaipur and Chennai. Going ahead, roll back of MAT from SEZs and LARR Bill 

will be advantageous for the company. 

Q4FY14 Result Analysis 

MLDL has reported a mixed set of number in FY14 amid volatile economic 

environment on account of election overhang, poor investor confidence 

and investment decision postponed by both household and corporate. On 

consolidated basis the company has reported revenue of Rs. 705 cr, a 

decline of 4.5% YoY in FY14 with Operating Profit Margin of 24.2% due to 

lower SEZ land sales, adverse product mix and higher employee cost. Net 

profit of the company declined by 28.8% to Rs. 101 cr. due to higher 

financial charges however some relief is seen on account of higher other 

income and lower tax expenses. 

Key Risks  

 Value creation from SEZs back-ended in nature 

 SEZ tax laws 

 Land acquisition a risk 

 Inability to sustainably replenish land bank can negatively impact 

Outlook & Valuation 

MLDL has recently entered into affordable housing segment which is also 

the key focus area of the new government as the government is ensuring 

homes to all by 2022. Backed by its strong parentage, the company is well 

placed to grab this opportunity. Recent land acquisition to develop land 

bank and project pipeline of 6.6 mn sq ft provides strong visibility over 

sales volumes. Given its diversified geographic exposure in terms of 

ongoing and forthcoming real estate projects strong sales numbers is 

expected in coming quarters with 6 more new projects expected to be 

launched in FY15 as well as improvement in demand. Going forward, a 

significant increase in average realization per square feet based on product 

and city mix will be seen and that will also contribute to revenues growth 

from the residential business. At CMP the stock is trading at 20.3x its FY15E 

EPS of Rs. 27.6 and 14.7x its FY16E EPS of Rs. 38.2. We recommend ‘BUY’ on 

the stock with a target price of Rs. 710, arrived at 18.6x FY16E EPS which 

implies potential upside of ~27% for long term (1 year) perspective. 
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