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Brigade Enterprises  

Reuters: BRIG.NS; Bloomberg: BRGD IN  
  

Bullish On Rental Asset Portfolio 
We initiate coverage on Brigade Enterprises  (BEL) with a Buy rating. Our optimism is driven 
by its strategy focused on increasing the portfolio of rental assets - both commercial and 
retail - and the expected strong growth in the hotel sector. BEL has an impressive array of 
2.6mn sqft of leasable area (commercial and retail) in 1HFY19 which is expected to increase 
to 4.9mn sqft by FY21E and to 8mn sq ft by FY25E. An expected sharp rise in commercial 
and retail portfolio amid a reducing vacancy rate and likely rise in rental rates will help cash 
flow in the medium to long term and partially mitigate the concerns arising from continued 
weakness in the residential segment. Further, a favourable demand-supply balance in the 
hotel sector will support earnings growth. We derive 88% of our net asset value or NAV from 
retail, commercial and hotel assets. We have arrived at a target price of Rs290 for BEL, 
implying an upside of 45% from the current market price.    

Commercial and retail portfolio (leasable area) expected to expand from 2.6mn sqft in 
1HFY19 to 8mn sqft in FY25E: Strategic focus on commercial rental assets is expected to increase 
BEL’s portfolio from 1.6mn sqft in 1HFY19 to 6.7mn sqft in FY25E. Strong occupancy level of nearly 
100% in the existing commercial portfolio indicates strong ability of BEL to attract customers. 
Improvement in demand for space together with a declining vacancy rate will maintain demand for 
new rental properties of BEL in the next few years. 

In the retail sector, recent data indicates that while Grade A malls have more than 90% occupancy 
rate, the occupancy level for Grade B and C malls can be as low as 40%. BEL’s retail portfolio has 
strong location advantages and a strong occupancy rate indicates that the company has the 
required expertise to run a mall. We expect additions in retail space from 0.97mn currently to 
1.26mn sq ft in FY25E will help improve cash flow of the company.  

Favourable demand-supply balance in hotel sector will be a further impetus to growth: The 
company has 1,158 operational rooms spread across 6 hotels. Further, 4 hotels are under 
construction with a total capacity of 678 rooms. Given the rising occupancy and room rates, we 
expect the improvement in profitability will also be one of the pillars driving earnings growth.  

Rising capex will lead to higher net debt-to-equity ratio which is manageable, in our view: We 
expect BEL’s net debt-to-equity ratio to rise from 1.4x in FY18 to 1.6x in FY21E. Strong portfolio of 
operating rental assets and the sharp increase expected in the next six years may improve cash 
flow and thus limit the rise in net debt.      

Strong brand: BEL has built a strong brand in the past few decades of its existence. This has 
helped the company to mitigate the impact of weak environment in the residential segment. Further, 
its strong brand also led the company to attract clients for rental properties.   

Attractive valuation; recommend Buy rating with a 1x FY21E NAV based target price of 
Rs290: Our optimism is driven by its attractive valuation which is supported by stable residential 
sales despite a weak environment, a strong portfolio of operational rental assets which reduces the 
risk associated with the residential segment and a planned increase in commercial and retail 
properties over the next five to seven years.   

Key risks: 1. Any further slowdown in the residential segment. 2. Slower-than- expected increase in 
operational rental assets.   
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Key Data  

Current Shares O/S (mn) 136.2 

Mkt Cap (Rsbn/US$mn) 25.9/360.6 

52 Wk H / L (Rs) 325/157 

Daily Vol. (3M NSE Avg.) 47,468 

 

Shareholding (%) 4QFY18 1QFY19 2QFY19 

Promoter 46.74 46.72 46.77 

Institutions 28.05 29.13 28.42 

Others         25.21 24.15 24.8 
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Price Performance (%)   

 1 M 6 M 1 Yr 

Brigade Enterprise 7.6 (24.5) (36.1) 

Nifty Index 0.6 (2.7) 3.0 

Source: Bloomberg 
 
 

 

 

Y/E March (Rsmn) FY16 FY17 FY18  FY19E   FY20E   FY21E  

Revenues 20,379 20,241 18,972 27,119 30,480 33,357 

YoY (%) 55.5 (0.7) (6.3) 42.9 12.4 9.4 

EBITDA 4,902 5,744 5,545 7,242 7,457 8,627 

YoY(%) 28.0 17.2 (3.5) 30.6 3.0 15.7 

Adjusted PAT 1,239 1,531 1,392 2,158 1,996 2,378 

YoY (%) 30.1 23.5 (9.1) 55.1 (7.5) 19.1 

EPS (Rs) 11.0 13.5 10.2 15.9 14.7 17.5 

RoE (%) 8.1 9.0 6.1 8.8 7.7 8.7 

EV/EBITDA (x) 9.5  8.4  11.0  9.8  10.0  8.5  

P/E (x) 17.6  14.3  18.8  12.1  13.1  11.0  

Source: Company, Nirmal Bang Institutional Equities Research 
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Investment Arguments 

We initiate coverage on BEL with a Buy rating with a target price of Rs290 based on 1xFY21E NAV. A strong 
portfolio of operational retail, commercial and hotel assets is expected to mitigate the risks associated with 
weakness in the residential real estate market. We derive comfort from its focused strategy to increase the 
portfolio of rental assets from 2.6mn sqft (leasable area) in 1HFY19 to 8mn sqft in FY25E (excluding land bank 
area), given the strong improvement in fundamentals of the commercial and retail segments, and a strong 
brand which led to nearly 100% occupancy rate across rental assets expected to overshadow the weak 
residential segment. The rising recovery in the hotel sector with improving occupancy and room rates will 
support earnings growth.  Despite near-term concerns because of the expected rise in net debt-to-equity and 
weak financial ratios, we remain confident that the planned strategy will drive growth.      

Over the past five years, BEL stock has outperformed the BSE Realty Index and the Nifty. In our view, the 
weak performance in the past year is because of concerns arising out of the weak residential segment. We 
feel the concerns are overdone, given the strong growth in rental assets which is expected to grow 3x in the 
next five years.  

Exhibit 1: Brigade Enterprises stock versus Nifty performance (five-year) 
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Source: Nirmal Bang Institutional Equities Research 

Exhibit 2: Brigade Enterprises stock versus Nifty performance (one-year) 

0

20

40

60

80

100

120

140

D
e

c-
1

7

D
e

c-
1

7

Ja
n

-1
8

F
e

b
-1

8

F
e

b
-1

8

M
a

r-
1

8

A
p

r-
1

8

A
p

r-
1

8

M
a

y-
1

8

Ju
n

-1
8

Ju
n

-1
8

Ju
l-1

8

A
u

g
-1

8

A
u

g
-1

8

S
e

p
-1

8

O
ct

-1
8

O
ct

-1
8

N
o

v-
1

8

D
e

c-
1

8

Brigade Enterprises Nifty 50 BSE Realty Index

(x)

 
Source: Nirmal Bang Institutional Equities Research 
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Residential real estate prices to remain weak    

In the recent past, we have witnessed the implementation of several regulatory actions/policies  weakening an 
already subdued residential real estate market. Among the recent policies which already impacted/could 
impact the potential demand for residential real estate are: 1. Implementation of Real Estate (Regulatory and 
Development) Act or RERA. 2. Implementation of Bankruptcy & Insolvency Code.3. Implementation of Benami 
PropertyAct. While in the long run the implementation of these legislations is expected to improve 
transparency, in the short to medium term they are likely to adversely impact demand.      

Net debt-to-equity ratio set to increase because of capex, but likely to be partially mitigated by the rise 
in rental income 

Rising capex for ongoing and upcoming projects is expected to increase BEL’s net debt-to-equity ratio from 
1.4x in FY18 to 1.6x in FY21E. However, the increase in rental income following the rise in rentable space and  
growth in the hotel sector will partially alleviate the pressure on cash flow.   

Commercial rental space (leasable area) expected to rise from 1.6mn sqft in 1HFY19 to 6.7mn sqft in 
FY25E amid declining vacancy rate, rising demand 

Cyclical upswing in the demand for commercial office space together with the fall in vacancy level will help 
BEL to complete the leasing within a time span. BEL currently has 1.6mn sqft of operational commercial 
space. The company has 2.37mn sqft in ongoing projects (leasable area) which are expected to become 
operational by FY21E. Further, BEL also has approximately 2.7mn sqft in planned commercial office space 
which shall be operational post FY21E. This will increase total commercial rental space from 1.6mn sqft 
(leasable area) currently to 6.7mn sq ft in FY25E.   

Strong performance of retail space business  

BEL’s malls have been running at near 100% of their capacity, implying the ability of the company to run malls 
successfully. Mr. Anuj Puri (an industry expert) had recently indicated that Grade A malls have more than 90% 
occupancy rate. BEL, currently, has 0.97mn sqft of retail space (leasable area) which is expected to increase 
to 0.99mn sqft by FY21E. Given the limited number of Grade A malls and the low vacancy level, we expect 
BEL to achieve high occupancy level within a short period of time.     

Buy recommendation as strong growth in rental properties overshadows the risk of residential 
segment slowdown   

Our optimism is driven by BEL’s attractive valuation supported by stable residential sales despite a weak 
environment, a strong portfolio of operational rental assets which reduces the risk associated with the 
residential segment and a planned increase in commercial and retail properties over the next five to seven 
years. We have assigned Buy rating to BEL with a target price of Rs290. 

Key risks 

1. Any further slowdown in the residential segment.  

2. Slower-than-expected increase in operational rental assets. 

 

 

 

 

 

 

 

 

 

 

 



 
Institutional Equities

 

 

 
                              Brigade Enterprises 4 

Valuation 

We have arrived at a target price of Rs290 for BEL based on SOTP valuation methodology. We have valued 
the real estate, commercial and retail operations of the company at 1x FY21E NAV, while hotel valuation is 
based on discounted cash flow or DCF of each hotel. Detailed explanation regarding valuation assumptions 
for various segments is given below. The commercial and retail rental assets include the operating and 
ongoing properties of the company. The NAV break-up of commercial and retail properties into operating and 
ongoing properties is given in Exhibit 4. The NAV clearly shows that commercial and retail rental assets 
contribute more than 69% to total NAV.  

Exhibit 3: NAV summary 

Particulars Amount in Rsmn Methodology 

Residential  10,685 Based on 1x FY21E NAV 

Commercial  42,801 Based on 1x FY21E NAV 

Retail  16,451 Based on 1x FY21E NAV 

Hotels  16,267 DCF  of each hotel 

Total                        86,204 - 

Less: Debt  46,897 Debt as of FY21E 

Plus: Cash  
Less Minority interest 

2,390 
2,231 

Cash as of FY21E 
Minority interest as on FY21E 

Total 39,466 - 

Number of shares (mn)  136 - 

FY20E target price (Rs) 290 - 

Source: Nirmal Bang Institutional Equities Research 

Commercial and retail portfolio  

Our valuation of BEL is based on 16.75mn sqft of rental assets in the commercial and retail space. In our 
model, we have assumed that ongoing commercial and retail assets will become completely operational by 
FY25E.  The current operating portfolio is 2.6mn sqft.  The land bank reserved for commercial assets in future 
have been valued at the cost of land.  

Exhibit 4: Commercial and retail segment details 

Particulars  Area (mn sqft) NAV (Rsmn) 

Commercial   

       Operating  1.62 11,736 

       Ongoing  5.08 27,510 

       Land bank@cost 8.79 3,555 

Total  15.49 42,801 

Retail    

       Operating  0.97 14,461 

       Ongoing  0.28 1,984 

       Land bank@cost  0.01 6 

Total  1.26 16,451 

Source: Company, Nirmal Bang Institutional Equities Research 

Hotel portfolio  

Our valuation of BEL is based on 1,836 keys spread across 10 hotels in both operational and ongoing 
projects. In our model, we have assumed that ongoing hotel assets will become completely operational by 
FY22E.  The current operating portfolio is 1,158 keys. Land bank is valued at cost at Rs 191mn.   
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Exhibit 5: Operating Hotel Portfolio 

Hotels        FY19E 

Operating Keys NAV (Rsmn) NAV/Key (Rsmn) ARR (Rs/night) Occupancy 

Holiday INN - Bengaluru 272 2,471 9.1 4,205 33% 

Grand Mercure – Bengaluru 126 1,805 14.3 6,942 66% 

Sheraton Grand – Bengaluru 230 3,842 16.7 7,773 78% 

Holiday INN – Chennai 230 1,430 6.2 4,351 78% 

Grand Mercure – Mysuru 146 1,122 7.7 3,513 50% 

Ibis Styles – Mysuru 154 1,149 7.5 3,500 20% 

Total 1,158 11,819 10.2 - - 

Source: Company, Nirmal Bang Institutional Equities Research   

Exhibit 6: Ongoing Hotel Portfolio  

Hotels - Ongoing  Keys  NAV (Rsmn)  NAV/Key (Rsmn)  Expected year of operation 

Ibis Styles - Bengaluru  150 874 5.8 FY22E 

Four Points - Kochi  218 1,416 6.5 FY20E 

Ibis Styles - Gujarat 159 1,255 7.9 FY21E 

Ibis Styles - Mysuru  151 712 4.7 FY22E 

Total  678 4,257 6.3 - 

Source: Company, Nirmal Bang Institutional Equities Research 

Sensitivity analysis 

Exhibit 7 shows the sensitivity of NAV to our key assumptions. The NAV is highly sensitive to changes in the 
inflation rate and discount rate.  

Exhibit 7: NAV sensitivity 

   NAV (% change) 

10% increase in sale price 9 

1% increase in sale inflation  26 

1% increase in cost inflation  (8) 

1% increase in sale and cost inflation 14 

1% increase in discount rate (11) 

Source: Nirmal Bang Institutional Equities Research 

 

Our methodology for calculation of the NAV is give below. 

Residential operations- NAV calculation 

 We have divided BEL’s entire land bank into cities based on information provided by the company. 

 We have arrived at the sale price (Rs/sqft) and the anticipated sales volume for each city based on 
our assessment of the market. 

 We have assumed inflation rate for sales at 0% p.a. over FY18E-FY21E, 8% p.a. for FY22E and 5% 
p.a. thereafter. 

 We have assumed an inflation rate of 5% in respect of costs.  

 From the sale price, we have deducted the cost of construction. We have derived our cost estimate 
after discussion with industry experts and the company. 

 We have deducted marketing and other costs using an assumption that they equate to 5% of sales. 

 We have deducted income-tax based on the applicable tax rate of 33%. 

 We have discounted the resultant cash flow based on WACC of 13%. We have added the NAV for 
all cities to arrive at our NAV forecast for residential segment of the company at Rs10,685mn. .   
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Commercial operations- NAV calculation 

 We have divided BEL’s commercial projects based on operating and ongoing and upcoming 
projects.   

 We have arrived at the lease price (Rs/sqft/month) on the basis of our interaction with market 
experts. We have assumed the same rental rates for commercial projects. These were projects that 
are already operating or in the ongoing phase.  

 The common area maintenance charge (CAM charge) has been excluded from our calculation.  

 Occupancy rate for operating projects has been considered at 100%. Ongoing projects achieve full 
occupancy over a period of three to four years after completion. There are various ongoing 
commercial projects at different stages of completion. We have assumed leasing of upcoming 
projects by FY25E and a three-year to four-year time horizon to achieve full occupancy.  

 We have multiplied leasable area to the occupancy rate to get the occupied area. In order to arrive at 
the lease rental, we have multiplied occupied area with lease price (Rs/sqft/month).  

 We have assumed inflation rate for sales at 5% p.a. 

 We have deducted deprecation from lease rental to arrive at EBIT. 

 We have deducted income-tax based on the applicable tax rate of 33%. 

 We have added back non-cash charges and deducted any capital expenditure incurred to arrive at 
project cash flow. 

 We have assumed the cap rate at 9% to arrive at the terminal value.  

 We have discounted the resultant cash flow based on WACC of 13%. We have added the NAV of 
commercial projects in all cities to arrive at our NAV forecast for commercial segment of the 
company, at Rs42,801mn.  

Retail operations- NAV calculation 

 We have divided BEL’s retail projects based on operating, ongoing and upcoming projects.   

 We have arrived at the lease price (Rs/sqft/month) on the basis of our interaction with market 
experts. We have assumed the same rental rates for retail projects. These were projects that are 
already operating or in the ongoing phase. 

 The common area maintenance charge (CAM charge) has been excluded from our calculation. 

 Occupancy rate for operating projects has been considered at 100%. Ongoing projects achieve full 
occupancy over a period of three to four years after completion. There are various ongoing retail 
projects at different stages of completion. We have assumed leasing of upcoming projects by FY22E 
and a three-year to four-year year time horizon to achieve full occupancy.  

 We have multiplied the leasable area to occupancy rate in order to get the occupied area. In order to 
arrive at lease rental, we have multiplied the occupied area with lease price (Rs/sqft/month).  

 We have assumed inflation in lease rate at 5% p.a. 

 We have deducted deprecation from lease rental to arrive at EBIT. 

 We have deducted income-tax based on the applicable tax rate of 33%. 

 We have added back non-cash charges and deducted any capital expenditure incurred to arrive at 
project cash flow. 

 We have assumed the cap rate at 9% to arrive at the terminal value.  

 We have discounted the resultant cash flow based on WACC of 13%. We have added the NAV of 
retail projects in all cities to arrive at our NAV forecast for commercial segment of the company at Rs 
16,451mn. 
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Hotel valuation – DCF calculation 

 The hotel portfolio of BEL currently has 1,158 operational rooms representing six hotels spread across 
Bengaluru, Chennai and Mysuru.  

 BEL’s ongoing hotel portfolio comprises four hotels with 678 rooms spread across Bengaluru, Kochi, 
Gujarat and Mysuru.  

 We have valued current and ongoing hotels by discounting the future cash flows and arriving at NAV. 

 We multiplied the occupancy rate with the number of rooms in order to get occupied rooms. We then 
multiplied the occupied rooms with 365 to arrive at total room nights. 

 ARR multiplied by the total room nights gave us total room revenues. 

 We have assumed 100% of total room revenues as food and beverage income and 20% on total room 
revenues as other operating income. 

 We have added total room revenues, food and beverage revenues and other operating income to 
arrive at total revenues.  

 We assume different EBITDA margins for various hotels based on: 1) Type of hotel - economy, mid-
income and luxury. 2) Years since hotel establishment 3) Stage of hotel sector cycle. 

 We have subtracted depreciation from EBITDA to arrive at PBT. Depreciation is assumed to be at 3% 
of gross fixed assets (hotel). 

 We have subtracted tax @ 33% from PBT to arrive at PAT.  

 We have added back depreciation to PAT to arrive at operational cash flow.  

 From operational cash flow we have subtracted capital expenditure to arrive at hotel cash flow. 

  We have assumed a capitalisation rate of 9% to arrive at terminal value.  

 Hotel cash flows are discounted at WACC of 13.0% to arrive at NAV. 

Exhibit 8: Operating Hotel Portfolio 

Hotels        FY19E 

Operating Keys NAV(Rsmn) NAV/Key(Rsmn) ARR (Rs/night) Occupancy 

Holiday INN - Bengaluru 272 2,471 9.1 4,205 33% 

Grand Mercure – Bengaluru 126 1,805 14.3 6,942 66% 

Sheraton Grand – Bengaluru 230 3,842 16.7 7,773 78% 

Holiday INN – Chennai 230 1,430 6.2 4,351 78% 

Grand Mercure - Mysuru 146 1,122 7.7 3,513 50% 

Ibis Styles - Mysuru 154 1,149 7.5 3,500 20% 

Total 1,158 11,819 10.2 - - 

Source: Company, Nirmal Bang Institutional Equities Research   

Exhibit 9: Ongoing Hotel Portfolio 

Hotels - Ongoing  Keys  NAV(Rsmn)  NAV/Key(Rsmn)  Year of Operation 

Ibis Styles - Bengaluru  150 874 5.8 FY22E 

Four Points - Kochi  218 1,416 6.5 FY20E 

Ibis Styles - Gujarat 159 1,255 7.9 FY21E 

Ibis Styles - Mysuru  151 712 4.7 FY22E 

Total  678 4,257 6.3 - 

Source: Company, Nirmal Bang Institutional Equities Research 
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Key assumptions  

Sales price estimate – Residential  

Our key pricing assumptions, as outlined in  Exhibit 10 below, are based on the average selling price in recent 
years provided by BEL for respective cities. These selling prices have been arrived through details of sales 
value and sales volume reported by the company in respective cities. We have considered 10% discount in 
prices for various cities. Our discount to the current price is primarily because of extremely weak customer 
sentiment amid several regulatory changes that are expected to dampen the sentiment even further. Most of 
the developers in markets across different Indian cities are focusing on project execution and completion, and 
thus the new launch pipeline has dropped sharply.  

The table below shows the NAV geographical spread and our key assumptions. 

Exhibit 10: Current price estimates (FY19E)  

Location Saleable area (mnsqft) Sale Price (Rs/sqft) NAV - FY21E (Rsmn) 

NAV summary   
   

Bangaluru 31.4 5,400 9,376 

Chennai 2.3 3,500 792 

Kochi - - - 

Gujarat - - - 

Hyderabad 1.1 4,200 353 

Mangaluru 0.3 4,500 34 

Mysuru 0.5 4,050 130 

Total/weighted average price 35.5 5,215 10,685 

Source: Nirmal Bang Institutional Equities Research 

Residential sales volume assumptions for FY19E-FY21E 

We forecast a gradual recovery in sales volume because of subdued real estate sentiment driven by: 1. 
Recent regulatory changes including RERA, Bankruptcy & Insolvency Code, and Benami Property Act. 2. 
High prices impacting affordability. 3. Demonetisation impact. 4. Depressed customer sentiment because of 
sustained negative news flow. 

We have assumed a gradual recovery in sales volume at 30% CAGR over FY18-FY21E. In growth terms, the 
recovery may seem robust because of a low base. We want to highlight the fact that BEL had achieved peak 
sales of 2.65mn sqft in FY15. Our sales volume estimate for FY19E-FY21E is given  below. 

Exhibit 11: Sales volume estimate for FY19E-FY21E  

Year FY19E FY20E FY21E 

Residential (mn sqft) 2.2 2.6 3.0 

Source: Nirmal Bang Institutional Equities Research 

Commercial project assumptions  

Leasable area: The leasable area in Exhibit 12 represents maximum leasable area assumed from operating 
and ongoing projects. Currently, BEL has ~1.62mn sqft of leasable office space and we expect this to 
increase to 3.98mn sqft by FY21E with additions in Bengaluru, Kochi and Gujarat. By FY25E, we expect the 
total lease area of BEL to touch 6.7mn sqft, representing addition of 2.72mnsqft over FY22E-FY25E. 

Capital expenditure: We expect capital expenditure to be Rs5,618mn for completion of ongoing projects. 
BEL has three commercial office projects which will be operational by FY21E, while two office spaces are 
expected to get completed post FY21E. 

NAV: We have arrived at a total NAV of Rs39,245mn for commercial projects with the maximum contribution 
from Bengaluru of Rs25,331mn.  
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Exhibit 12: Commercial project estimates (excl. land bank)  

Particulars  Total Leasable  area (mnsqft) NAV (Rsmn) 

Bangaluru 4.54 25,331 

Chennai  1.08 5,969 

Kochi  0.77 5,644 

Gujarat  0.32 2,302 

Hyderabad  - - 

Mangaluru  - - 

Mysuru  - - 

Total  6.70 39,245 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 13: Commercial project estimates (excl. land bank) 

Particulars  Total leasable area (mnsqft) –FY21E Capital expenditure (Rsmn) 

Bangaluru 2.84 3,038 

Chennai  0.06 2,454 

Kochi  0.77 126 

Gujarat  0.32 - 

Hyderabad  - - 

Mangaluru  - - 

Mysuru  - - 

Total  3.98 5,618 

Source: Company, Nirmal Bang Institutional Equities Research 

Retail project assumptions  

Lease area: The leasable area in Exhibit 14 represents maximum lease area assumed from operating and 
ongoing projects. Currently, BEL has ~0.97mn sqft of retail space with presence in Bengaluru. By FY21E, the 
retail lease space is expected to increase to 0.99mn sqft . Post FY21E, with addition of 0.27mn sqft, the total 
lease area is expected to increase to 1.3mn sqft. 

Capital expenditure: We expect capital expenditure to be Rs1,356mn for completion of ongoing retail projects. 
BEL has one ongoing retail project in Bengaluru which is expected to become operational by FY21E.  

NAV: We have arrived at total NAV of Rs16,445mn for retail offices and the entire contribution is from 
Bengaluru.  

Exhibit 14: Retail project estimates excluding land bank    

Particulars Total lease area (mn sqft)  NAV (Rsmn) 

Bangaluru                               1.3                                                 16,445  

Chennai                                  -                                                            -    

Kochi                                  -                                                            -    

Gujarat                                  -                                                            -    

Hyderabad                                  -                                                            -    

Mangaluru                                  -                                                            -    

Mysuru                                  -                                                            -    

Total                                1.3                                                 16,445  

Source: Company, Nirmal Bang Institutional Equities Research 

 

 

 

 

 

 

 



 
Institutional Equities

 

 

 
                              Brigade Enterprises 10 

Exhibit 15: Retail projects estimates excluding land bank   

Particulars Leaseable Area (mnsqft) - FY21E Capital Expenditure (Rs mn) - FY19E-FY21E 

Bangaluru                            0.99                                                   1,356  

Chennai                                  -                                                            -    

Kochi                                  -                                                            -    

Gujarat                                  -                                                            -    

Hyderabad                                  -                                                            -    

Mangaluru                                  -                                                            -    

Mysuru                                  -                                                            -    

Total                             0.99  1,356 

Source: Company, Nirmal Bang Institutional Equities Research 

Retail and commercial leased area 

Our key assumptions for leased area during FY19E-FY21E is given in the table below.  

Exhibit 16: Leased area estimate in FY19E-FY21E 

Year  FY19E FY20E FY21E 

Commercial (mn sqft) 1.32 1.43 2.26 

Retail (mn sqft) 0.94 0.97 0.98 

Source: Nirmal Bang Institutional Equities Research 

WACC calculations 

The key assumptions of our NAV valuation are shown in Exhibit 17 below in which we have rounded up our 
WACC assumption to 13.0%. We have assumed debt-to-equity ratio of 0.93x based on the company’s 
existing capital structure. 

Exhibit 17: WACC calculation 

Particulars 
 

Pre-tax cost of debt 9.3% 

Tax rate 33% 

Cost of debt 6.3% 

Cost of equity 
 

Risk free rate 7.5% 

Beta 0.78 

Market premium 4.0% 

Cost of equity 10.6% 

Additional risk premium* 4.5% 

WACC 13.0% 

Debt 0.48 

Equity 0.52 

*We have added 4.5% as additional risk premium considering the subdued residential real estate environment 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 17A: Other assumptions 

Particulars (%)   

Discount rate  13.0 

Rate of inflation-sales: - 

FY18E- FY21E - 

FY22E 8 

FY23E and onwards 5 

Rate of inflation - costs 5 

Other costs (as a % of sales) 5 

Tax rate 33 

Capitalisation rate  9 

Source: Nirmal Bang Institutional Equities Research 
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Competitor analysis 

In our opinion, NAV-based methodology is the most suitable way to value property stocks. We do not believe 
that valuation based on earnings multiples is appropriate because of inherent volatility in earnings of property 
companies. Also, PBR (price to book ratio) does not take into account the difference in land bank valuation 
based on location. However, in the absence of NAV-based valuation, we believe the valuation based on PBR 
is the best option as it is effectively based on balance sheet valuation. Balance sheet valuation is more 
appropriate than earnings because of stability in the balance sheet and also it is based on valuation of assets 
rather than on earnings which could be volatile and lumpy. We have valued BEL’s real estate operations 
based on 1xFY21E NAV.  

In our view, given the current slowdown in residential real estate segment and the expectation that the 
weakness will accentuate in the next two to three years, BEL’s stock should trade at a higher PBR multiple 
relative to the industry because of the presence of commercial and retail assets. The Indian commercial 
sector has been very strong in the recent past and therefore will help BEL to spread the risk. Rival Prestige 
Estates Projects (PEPL) has a strong portfolio of commercial and retail assets, but we prefer BEL to PEPL as: 
1) BEL has better RoE compared to PEPL. 2. While PEPL has not been able to get the financial closure for 
some of the upcoming retail and commercial assets, most of BEL’s upcoming retail and commercial assets 
have achieved financial closure. This has helped reduce the stress on the cash flows of BEL, especially in the 
continued weak residential sales environment.  

Exhibit 18: Competitor analysis 

Particulars Price OS* 
Market cap.  

(Rsmn) 
Sales 

(Rsmn) 
EBITDA 
(Rsmn) 

EPS 
 (RS) 

P/BV 
(x) 

P/E 
(x) 

RoE 
(%) 

    FY19E FY19E FY19E FY19E FY20E FY19E FY20E FY19E FY20E 

DLF  179 1,784 319,929 73,049 28,572 7.7 1.0 0.9 22.2 19.8 4.5 5.0 

Sobha 448 95 42,510 26,247 5,899 26.8 1.4 1.3 16.8 13.7 8.5 9.5 

Oberoi Realty 465 364 168,948 28,900 14,610 30.7 2.1 1.9 15.6 14.5 14.9 13.2 

Mahindra Lifespace 386 51 19,847 4,950 406 19.1 0.9 0.9 20.0 15.5 4.9 5.9 

Godrej Properties 661 229 151,536 20,715 2,791 12.6 4.7 4.2 52.1 34.3 10.2 12.6 

BEL 200 136 27,163 27,119 7,242 15.9 1.1 1.0 12.1 13.1 8.8 7.7 

Phoenix Mills  623 153 95,547 17,490 8,524 15.7 3.0 2.8 38.0 30.8 7.9 9.0 

Prestige Estates  200 375 74,981 50,515 10,934 9.4 1.5 1.4 21.3 24.3 6.9 5.8 

Sunteck Realty 345 146 50,435 10,197 4,339 18.8 1.7 1.6 18.6 13.9 9.4 11.4 

Kolte Patil 236 76 17,919 13,021 3,259 19.3 1.6 1.4 11.7 9.8 14.1 15.0 

NESCO 441 70 31,041 3,114 2,028 19.4 2.8 2.4 22.8 19.5 12.1 12.5 

Average        2.0 1.8 22.8 19.0 9.3 9.8 

*OS – Outstanding Shares in mn 

Source: Bloomberg, Nirmal Bang Institutional Equities Research 
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BEL - Residential, lease and hotel segments 
Residential sales volume has declined in the past few years 

BEL’s sales volume has been on the decline in the past since its peak in FY15. Sales volume touched a peak 
of 2.65mn sqft in FY15 and declined since then. FY18 sales volume of BEL stood at 1.39mn sqft. Our 
interactions with industry experts and real estate brokers indicate that the decline in sales has been evident 
across different cities, but accentuated in Mumbai and NCR. South Indian cities like Bengaluru have also 
shown a declining trend following the sharp rise in sale price impacting affordability and also because of 
slowdown in the IT/ITES sector. However, sales volume over the past few months has shown positive sign of 
recovery (BEL sales volume - 1.2mn sqft in 1HFY19 vs. 0.68mn sqft in 1HFY18). We do not expect a sharp 
rise in sales volume as Diwali month sales have been below expectation, as per the management. We expect 
the sales volume to gradually improve over FY19E-FY21E, but we do not see a significant recovery in pricing. 
We expect sales volume of 3.05mn sqft in FY21E.  

As of FY18-end, real estate, hospitality and lease rental segments contributed 73%,12% and 15% to total 
revenues, respectively.  

Exhibit 19 below shows the declining trend in sales volume which is expected to gradually recover over 
FY19E-FY21E. 

Exhibit 19: BEL sales volume to recover over FY19E-FY21E 
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Source: Company, Nirmal Bang Institutional Equities Research 

BEL- Lease income trend and estimates  

Overall commercial and retail markets are relatively better and are expected to improve with the demand-
supply gap increasing. In Bengaluru, the demand for commercial office space has increased with low office 
space addition. The vacancy rate in Bengaluru stood at 3.5% as of 1H2018, flat on YoY basis. Low vacancy 
rate (representing higher occupancy) led to an increase in lease rental by 17% YoY in 1H2018. The weighted 
average lease rental for Bengaluru stood at Rs70.1sqft/month in 1H2018.  As most of the office space offered 
by BEL is in Bengaluru, it will benefit from higher lease rental and a lower vacancy rate. The only highlight 
from recent office space transactions in Bengaluru is that new transactions that are being executed are more 
from the manufacturing, small and medium enterprises, and digital space rather than IT/ITES companies. As 
per consultancy firm Knight Frank, the leasing volume from IT/ITES sector declined from 57% in 1H2017 to 
38% in 1H2018. However, co-working spaces accounted for 0.11mn sqft of leasing in 1H2018, representing 
19% of the total pie. 

BEL has all malls running at more than 80% occupancy. The rationalisation of mall space of 4.8mn sqft 
(source: Anarock) because of inability of mall operators to run mall successfully indicates that BEL, which has 
malls running at 80% plus occupancy rate, has expertise in mall management.  

With the addition of 0.92mn sqft of commercial space (leased area) over FY19E-FY21E and rising rental 
rates, we expect total lease income to post a 12.6% CAGR over FY19E-FY21E. Historically, lease income 
has risen at 14.6% CAGR over FY14-FY18, supported by addition of 0.66mn sqft of commercial space and 
0.18mn sqft of retail space. 
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Exhibit 20 below shows the steady increase in rental income of BEL.  

Exhibit 20: Lease income to increase with completion of commercial projects 
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Source: Company, Nirmal Bang Institutional Equities Research 

BEL- Hotel industry trends and estimates 

As per industry experts, overall supply of hotel rooms in India is expected to post a 7.9% CAGR over FY18-
FY21E as compared to double-digit demand growth. The change in demand-supply mix led to the increase in 
the occupancy rate from 57% in FY13 to 68% in FY18. With occupancy rate reaching its peak, we expect the 
ARR to increase over the next few years. Rise in ARR will generate operating leverage and boost operating 
performance of hospitality companies. 

BEL has six operational hotels (1,158 rooms) in FY19 with occupancy rates ranging from 20%-78%. New 
hotels launched generally take a few years to reach the occupancy level of more than 60%. We have arrived 
at a NAV of Rs11,819mn from six operational hotels. BEL plans to launch four hotels with 678 rooms in 
Bengaluru, Kochi, Gujarat and Mysuru over the next few years. We have arrived at a NAV of Rs4,257mn from 
the ongoing hotels. Hotel segment revenues posted a 18.2% CAGR over FY14-FY18 supported by addition of 
802 rooms (four hotels). With the addition of 377 rooms and the expected rise in ARR, hotel segment 
revenues are expected to post a 22.7% CAGR over FY18-FY21E at Rs4,383mn in FY21E. 

Exhibit 21 below shows BEL’s operational hotel portfolio. 

Exhibit 21: Operational Hotel Portfolio 

Hotels   (Rsmn) (Rsmn) FY19E 

Operating  Keys  NAV  NAV/Key  ARR (Rs/night) Occupancy  

Holiday INN - Bengaluru  272            2,471                9.08  4,205 33% 

Grand Mercure - Bengaluru  126            1,805             14.33  6,942 66% 

Sheraton Grand - Bengaluru  230            3,842             16.71  7,773 78% 

Holiday INN - Chennai  230            1,430                6.22  4,351 78% 

Grand Mercure - Mysuru 146            1,122                7.68  3,513 50% 

Ibis Styles - Mysuru 154            1,149                7.46  3,500 20% 

Total  1,158          11,819             10.21  -  -  

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 22 below shows BEL’s ongoing hotel portfolio. 

Exhibit 22: Ongoing Hotel Portfolio 

Hotels - Ongoing  Keys  NAV (Rsmn)  NAV/Key (Rsmn)  Year of Operation 

Ibis Styles - Bengaluru 150                874                5.83   FY22E  

Four Points - Kochi 218            1,416                6.50   FY20E  

Ibis Styles - Gujarat 159            1,255                7.89   FY21E  

Ibis Styles - Mysuru  151                712                4.72   FY22E  

Total  678            4,257                6.28  -  

Source: Company, Nirmal Bang Institutional Equities Research 
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Financial statement analysis 

Overall analysis of financial statements of BEL shows that continued weakness in the residential segment and 
the expected capex for increase in rental portfolio over the next three years will exert pressure on cash flow. 
However, given the expected increase in rental income following the completion of projects in the rental space, 
the likely increase in rentals in the long run will alleviate the pressure on the balance sheet and cash flow. We 
expect the net debt-to-equity ratio to increase from 1.4x in FY18 to 1.6x in FY21E, which in our view is 
manageable with the expected increase in rental income. Improvement in interest coverage ratio from 1.6x in 
FY18 to 1.9x in FY21E may also act as a cushion for servicing interest payments.  

 

Profit & Loss account 

Subdued residential real estate sector to drive EBITDA margin lower  

We expect the strong earnings growth despite a slowdown in residential sales over the past three years. We 
expect earnings CAGR of 19.5% over FY18-FY21E primarily driven by: 1) Rise in rental income from 
commercial and retail portfolio. 2) Supply-demand dynamics are in favour of hotel sector and shall act as a 
tailwind for BEL’s hotel segment performance along with the addition of 377rooms.  

The residential market has been slowing over the past few years, as reflected by the gradual decline in sales 
volume displayed in Exhibit 19. The recent regulatory changes have been a dampener for sales volume. 
Although we expect a gradual improvement in sales volume over FY19E-FY21E, we believe the residential real 
estate segment may continue to face pricing pressure. Rising costs along with the inability to increase prices 
would lead to subdued EBITDA margin for BEL. However, we expect absolute EBITDA to grow on back of 
strong performance of commercial, retail and hotel segments. 

BEL has most of its residential properties in Bengaluru. The total units sold in Bengaluru declined by 40% from 
a peak of 57,366 units in 2013. The age of unsold inventory in Bengaluru increased from 7.5 quarters in 2014 
to 13 quarters in 2017. Residential real estate projects are expected to remain under pricing pressure and are 
still far from a recovery.  

We believe that EBITDA margin may decline over FY19E-FY21E as shown in Exhibit 23 because of:  

1. Subdued residential real estate environment leading to inability of developers to increase prices. 

2. Cost-push pressure because of rising raw material costs as well as labour costs. 

Exhibit 23: EBITDA margin to decline because of weak residential real estate segment 
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                                        Source: Company, Nirmal Bang Institutional Equities Research 



 
Institutional Equities

 

 

 
                              Brigade Enterprises 15 

PBT margin of BEL declined from 13% in FY14 to 10% in FY18. Historically, PBT margin declined from the 
peak of FY15 following the weakening of residential real estate market leading to pressure on operating 
margin. PBT margin may remain range-bound despite strong EBITDA growth of 19.5% CAGR over FY18-
FY21E. Rise in interest expenses from Rs2,594mn in FY18 to Rs3,283mn in FY21E may maintain pressure 
on PBT margin. The sharp increase in interest expenses is on account of the rise in debt from Rs33,897mn in 
FY18 to Rs46,897mn in FY21E. Increase in debt level is justified considering the weak real estate 
environment leading to a rise in inventory level and completion of ongoing commercial, retail and hotel 
projects.  

Exhibit 24: PBT margin expected to remain range-bound 
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Source: Company, Nirmal Bang Institutional Equities Research 
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Balance sheet 

Rising capex and inventory led to a sharp increase in balance sheet size 

Exhibit 25 below shows the sharp rise in BEL’s balance sheet size over FY14-FY18. The balance sheet size 
increased from Rs33,426mn in FY14 to Rs78,219mn in FY18.  

Balance sheet size increase was primarily led by:  

1) Increase in gross fixed assets (including investment property) from Rs14,660mn in FY14 to Rs19,387mn 
in FY18.  

2) CWIP increased from 2,446mn in FY14 to Rs 21,207mn in FY18, representing construction of ongoing 
commercial, retail and hotel projects. 

3)  Sharp rise in inventory from Rs11,231mn in FY14 to Rs21,795mn in FY18. BEL achieved peak sales 
volume of 2.65mn sqft in FY15. Since FY15, sales volume declined significantly, touching 1.39mn sqft in 
FY18.  

The increase in balance sheet size was primarily financed by: 1) Additional issuance of equity shares over 
FY14-FY18. 2) Increase in gross debt from Rs10,215mn in FY14 to Rs33,897mn in FY18.  

We expect the balance sheet size to grow further over FY19E to FY21E because of: 1) Rise in debt level to 
undertake capital expenditure for executing commercial, retail and hotel projects 2) Rise in inventory level 
driven by subdued residential real estate environment and launch of planned upcoming residential real estate 
projects and change in the methodology for revenue recognition.  

Exhibit 25: Balance sheet size 
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Source: Company, Nirmal Bang Institutional Equities Research 

Inventory level increased from Rs11,231mn in FY14 to Rs21,795mn in FY18. BEL achieved peak sales 
volume of 2.65mn sqft in FY15 after which the sales volume declined, touching 1.39mn sqft in FY18.Going 
forward, we expect the inventory level to rise from Rs21,795mn in FY18 to Rs54,271mn in FY21E. We expect 
inventory to increase because of: 1. The residential real estate environment remaining subdued which will 
lead to further build-up of inventory.2. Expected rise in inventory level can also be attributed to planned 
launches of upcoming residential projects 3. Change in accounting methodology from percentage of 
completion method (PoCM) to completion method. 
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Exhibit 26: Rise in inventory driven by subdued residential real estate segment 
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Source: Company, Nirmal Bang Institutional Equities Research 

Gross fixed assets increased from Rs14,660mn in FY14 to Rs 19,387mn in FY18 with the addition of 0. 85mn 
sqft commercial and 0.15mn sqft retail projects. We expect 2.37mn sqft of ongoing commercial projects and 
0.02mn sqft of ongoing retail projects to get operational by FY21E, leading to a further rise in gross fixed 
assets. Gross fixed assets are expected to increase to Rs31,905mn by FY21E. 

Commercial, retail and hotel projects getting completed by FY21E may lead to a decline in CWIP from Rs 
21,207mn in FY18 to Rs19,627mn in FY21E. 

Exhibit 27: Gross fixed assets rise on completion of commercial, retail and hotel projects 
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Source: Company, Nirmal Bang Institutional Equities Research 

 

Ratios 

BEL’s net debt-to-equity ratio has risen sharply from 0.77x in FY14 to 1.42x in FY18. The increase in net debt 
can be attributed to slowdown in sales volume post FY15 because of subdued residential real estate 
environment leading to a rise in inventory level and also completion of ongoing commercial, retail and hotel 
projects. During FY14-FY18, addition to commercial and retail portfolio was 0.85mn sqft and 0.15mn sqft, 
respectively. Four hotels were added during the same period with 802 operational rooms. We expect the 
residential real estate market to remain weak over the next few years leading to build-up of inventory and the 
debt level to rise in order to execute 2.37mn sqft commercial and 0.02mn sqft retail projects as well as 377 
rooms additions under the hotel portfolio. We believe the net debt-to-equity ratio will increase to 1.62x in 
FY21E from 1.42x in FY18.     
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Exhibit 28: Net debt ratio and net debt-to-equity ratio 
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Source: Company, Nirmal Bang Institutional Equities Research 

The interest coverage ratio of BEL declined from 1.92x in FY14 to 1.61x in FY18. The decline in interest 
coverage ratio is because of: 1) Deteriorating residential real estate environment causing a drop in sales 
volume. Sales volume declined from a peak of 2.65mn sqft in FY15 to 1.39mn sqft in FY18.  2) Fall in sales 
volume leading to a rise in inventory level. 3) Debt level rising in order to complete existing projects. However, 
despite pricing pressure in residential real estate segment, operating margin declined by only 100bps to 22% 
in FY18. We expect the interest coverage ratio to improve with additional rental income from commercial and 
retail projects and strong performance of the hotel portfolio. Interest coverage ratio is expected to be at 1.91x 
by FY21E. 

Exhibit 29: Interest coverage ratio likely to improve 
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Source: Company, Nirmal Bang Institutional Equities Research 

BEL reported negative operating cash flow of Rs1,721mn and Rs615mn in FY15 and FY16, respectively. 
Negative cash flow from operations was because of inventory build-up – inventory level increased from 
Rs11,231mn in FY14 to Rs21,795mn in FY18. Going forward, we expect operating cash flow in FY19E to be 
negative driven by continued slowdown in residential estate segment along with launch of upcoming 
residential projects leading to a sharp rise in inventory. However, operational cash flow is expected to improve 
over FY20E-FY21E. Capital expenditure during FY19E-FY21E represents construction spending on ongoing 
commercial projects (2.37mn sqft), retail projects (0.02mn sqft) and hotel projects (377 rooms). 
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Exhibit 30: Operating cash flow versus capex 
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Source: Company, Nirmal Bang Institutional Equities Research 

RoCE and RoE set to improve supported by completion of rental and hotel assets  

RoCE and RoE declined from 8.8% and 7.2% in FY14 to 6.8% and 6.1% in FY18. The decline in RoCE has 
been primarily because of: 1) Rise in debt level – debt increased from Rs10,215mn in FY14 to Rs33,897mn in 
FY18. 2) Decline in sales volume from 2.65mn sqft in FY15 to 1.39mn sqft in FY18. 3) Marginal fall in EBIT 
margin because of pricing pressure – EBIT margin declined from 23% in FY14 to 22% in FY18. Rise in 
financial leverage along with decline in net profit margin (increase in depreciation and interest expenses) led 
to poor RoE in FY18. 

We expect an improvement in RoE and RoCE to 8.7% and 8.0%, respectively, in FY21E as: 1) We expect the 
residential sales volume to improve gradually. 2) Rise in rental income from completion of ongoing 
commercial and retail projects. 3) Completion of 377 rooms (two hotels) and expected rise in ARR may lead 
to strong performance of hotel portfolio. 

Exhibit 31: RoE and RoCE 
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Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 32: DuPont analysis 

DuPont analysis  FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 

Asset turnover (x) 0.28 0.30 0.34 0.32 0.24 0.24 0.25 0.27 

Financial leverage (x) 2.61 3.17 3.90 3.75 3.42 4.56 4.68 4.53 

Net profit margin (%) 10 7 6 8 7 8 7 7 

RoE (%) 7.2 7.0 8.1 9.0 6.1 8.8 7.7 8.7 

Source: Company, Nirmal Bang Institutional Equities Research  
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Management team profile  

M.R.Jaishankar, Chairman and Managing Director – BEL 
M.R.Jaishankar holds a Bachelor of Science degree in Agriculture and a Master of Business Administration. 
His commitment to quality and passion for innovation has seen Brigade Group grow from a single-building, 
small-scale private enterprise to a diverse multi-domain company which is into all verticals of real estate. 
Under his leadership Brigade Group has scaled new heights and this has been recognised by many awards 
Brigade Group has received over the years. 
 
Githa Shankar, Whole-time Director - BEL 
Githa Shankar holds a Bachelor of Arts degree, Bachelors in Library Science and a Masters in Business 
Administration. She has over 30 years of experience in the fields of advertising, stockbroking, insurance, 
education and real estate. She is the Managing Trustee of Brigade Foundation which started and runs the 
Brigade Schools in Bangalore. 
 
Pavitra Shankar, Executive Director - BEL 
Pavitra Shankar holds a Bachelor’s Degree in Economics and Mathematics from the University of Virginia, 
USA and a Masters in Business Administration in Real Estate and Finance from Columbia Business School, 
USA. She is a relative of the Promoter Group and has over a decade of rich experience and oversees 
Residential Sales & Marketing and IT departments at Brigade. 
 
Nirupa Shankar, Executive Director - BEL 
Nirupa Shankar holds a Bachelor’s Degree in Economics from the University of Virginia, USA and has done 
her Masters of Management in Hospitality in 2009 from Cornell University. She forms part of the Promoter 
Group and is associated with the Group since 2009 with a rich and versatile experience. She oversees the 
Company’s Hospitality, Office & Retail Ventures, Human Resources (HR), Public Relations (PR) and 
Innovation functions. 
 
Amar Mysore, Executive Director - BEL 
Amar Mysore holds a Masters in Engineering from Pennsylvania State University USA. He is a relative of the 
Promoter Group and has more than a decade of diverse experience in the fields of Supply Chain 
Management, Manufacturing, Power Sector and Real Estate. He has been instrumental in tying up green 
power for the Company’s commercial, retail and hotel properties. He is actively involved in the Company’s IT 
initiatives in adopting tech in the business processes to bring in higher efficiency. 

 
 

Exhibit 33: Top Shareholders of BEL 

Name  Holding (%) 

Franklin India Smaller Companies Fund  4.65 

The Nomura Trust & Banking Co., Ltd As The Trustee of Nomura 
India Stock Mother Fund   

3.95 

ICICI Pru Balanced Advantage Fund  3.62 

Kotak Funds –India Mid-Cap Fund  2.82 

L & T Mutual Fund Trustee Limited  2.12 

Sundaram Mutual Fund A/C 1.77 

Kotak Mahindra Life Insurance Company Ltd. 1.63 

Source: Bse India 

 
 

Exhibit 34: Shareholding of BEL 

Particulars Holding (%) 

Promoter & Group 46.77 

FII 12.55 

DII 13.62 

Others 27.06 

Source: Bse India 
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Financials 

Exhibit 35: Income statement 

Y/E March (Rsmn) FY17 FY18 FY19E FY120E FY21E 

 Net sales  20,241 18,972 27,119 30,480 33,357 

Growth YoY (%) (0.7) (6.3) 42.9 12.4 9.4 

 COGS  10,025 8,448 14,815 17,488 18,642 

 Operating Costs  4,473 4,979 5,063 5,534 6,087 

 EBITDA   5,744 5,545 7,242 7,457 8,627 

 EBITDA growth (%)  17.2 (3.5) 30.6 3.0 15.7 

 EBITDA margin (%)  28.4 29.2 26.7 24.5 25.9 

 Depreciation  1,226 1,377 1,386 1,637 2,351 

 EBIT  4,518 4,168 5,856 5,820 6,276 

 EBIT (%)  22.3 22.0 21.6 19.1 18.8 

 Net interest expense  2,465 2,594 3,073 3,423 3,283 

 Other income  342 483 482 627 600 

 Earnings before tax  2,396 1,942 3,266 3,024 3,593 

 Tax- total  732 628 1,078 998 1,186 

 Rate of tax (%)  30.5 32.4 33.0 33.0 33.0 

 Net profit  1,664 1,314 2,188 2,026 2,408 

 % growth  20.8 (21.1) 66.6 (7.4) 18.8 

 EPS (FD)  15 10 16 15 18 

 Share of profits   8 15 15 15 15 

 MI   141.2 (63.2) 45.0 45.0 45.0 

 Adjusted PAT   1,531 1,392 2,158 1,996 2,378 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 37: Balance sheet 

Y/E March (Rsmn) FY17 FY18 FY19E FY120E FY21E 

 Share capital  1,137 1,361 1,361 1,361 1,361 

 Reserves and surplus  15,813 21,510 23,035 24,446 26,126 

 Net worth  16,949 22,870 24,396 25,806 27,487 

 Loans  25,763 33,897 43,897 48,897 46,897 

 Minority interest   2,274 2,231 2,231 2,231 2,231 

 Provisions   7 14 14 14 14 

 Deferred tax liability  640 381 381 381 381 

Other non-current liability  1,120 1,711 1,711 1,711 1,711 

 Total capital employed  46,754 61,104 72,629 79,040 78,720 

 Net fixed assets  20,431 29,462 33,714 37,032 39,021 

 Investments - property 9,469 9,835 9,169 8,503 7,837 

Land advance  1,410 2,260 2,260 2,260 2,260 

Investments  540 2,359 2,359 2,359 2,359 

 Loans  85 99 99 99 99 

 Other non-current assets   3,610 5,004 5,004 5,004 5,004 

 Goodwill   43 43 43 43 43 

 Total non-current assets   35,588 49,061 52,647 55,299 56,622 

Trade payables  5,161 5,265 5,698 6,726 7,170 

Advances from customers  7,632 6,965 10,606 12,208 15,287 

Other liabilities  3,834 4,621 21,894 22,332 22,778 

Provisions (current) 70 67 67 67 67 

Liabilities for current tax 70 198 340 315 374 

Total current liabilities  16,767 17,115 38,605 41,648 45,676 

 Inventories   22,639 21,795 47,605 52,327 54,271 

 Loans and advances   2,305 2,180 3,751 4,123 4,276 

 Trade receivables   374 1,770 3,725 4,187 4,582 

 Cash and bank balance   1,363 1,466 1,461 2,604 2,390 

 Others   1,251 1,948 2,046 2,148 2,256 

 Total current assets   27,932 29,158 58,587 65,389 67,775 

Net current assets 11,166 12,043 19,982 23,740 22,099 

Total capital employed 46,754 61,104 72,629 79,040 78,720 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 36: Cash flow 

Y/E March (Rsmn) FY17 FY18 FY19E FY120E FY21E 

Profit after tax 1,531 1,392 2,158 1,996 2,378 

Depreciation 1,226 1,377 1,386 1,637 2,351 

Other income (342) (483) (482) (627) (600) 

Working capital changes 97 (775) (7,944) (2,615) 1,428 

Operating cash flow 2,511 1,511 (4,882) 392 5,556 

Capital expenditure (4,190) (10,407) (4,972) (4,290) (3,673) 

Net cash after capex (1,679) (8,897) (9,854) (3,898) 1,883 

Changes in goodwill and others (157) (537) - - - 

Changes in inv./Inv. prop. (69) (2,184) - - - 

Changes in loan 26 (14) - - - 

Changes in deposits from JDA (929) (684) - - - 

Changes in land advances 482 (851) - - - 

Proceeds/Repayment of borrowings 1,176 8,134 10,000 5,000 (2,000) 

Changes in others 1,384 606 482 627 600 

Dividend and dividend tax - (408) (633) (586) (697) 

Changes in equity 40 4,936 - - - 

Cash flow from financing 2,600 13,268 9,849 5,041 (2,098) 

Total cash generation 274 103 (5) 1,143 (214) 

Opening cash balance 1,089 1,363 1,466 1,461 2,604 

Closing cash & bank balance 1,363 1,466 1,461 2,604 2,390 

Source: Company, Nirmal Bang Institutional Equities Research 

 

Exhibit 38: Key ratios 

Y/E March FY17 FY18 FY19E FY120E FY21E 

Profitability & return ratios      

EBITDA margin (%) 28.4 29.2 26.7 24.5 25.9 

EBIT margin (%) 22.3 22.0 21.6 19.1 18.8 

Net profit margin (%) 7.6 7.3 8.0 6.6 7.1 

RoE (%) 9.0 6.1 8.8 7.7 8.7 

RoCE (%) 9.7 6.8 8.1 7.4 8.0 

Working capital & liquidity ratios      

Receivables (days) 7 34 50 50 50 

Inventory (days) 824 942 1,173 1,092 1,063 

Payables (days) 189 211 165 166 172 

Current ratio (x) 1.7 1.7 1.5 1.6 1.5 

Valuation ratios      

EV/Sales (x) 2.4  3.2  2.6  2.5  2.2  

EV/EBITDA (x) 8.4  11.0  9.8  10.0  8.5  

P/E (x) 14.3  18.8  12.1  13.1  11.0  

P/BV (x) 1.3  1.1  1.1  1.0  1.0  

Source: Company, Nirmal Bang Institutional Equities Research 
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