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Ansal Properties and Infrastructure Limited (APIL)

We met Assistant Vice President (Investor Relation) of Ansal Properties
and Infrastructure Limited and following are the key takeaways from
the meeting.

Background

Established in 1967 as a family business, Ansal APl is among the leading Realty
and Infrastructure companies operating in a range of business verticals such as
Integrated Townships, Condominiums, Group Housing, Malls, Shopping
Complex, Hotels, SEZs, IT Parks and Infrastructure and Utility Services. Ansal
API is focusing on ushering in new realty and other infrastructure ventures in
cities like- Bhatinda, Mohali, Amritsar, Ludhiana, Jalandhar, Jaipur, Jodhpur,
Ajmer, Sonepat, Panipat, Karnal, Kurukshetra, Faridabad, Gurgaon, Greater
Noida, and Ghaziabad, Meerut, Agra, Lucknow, to name a few.

The company is committed to extend its technical and management expertise to
smaller towns in order to obtain the dual advantage of lesser competition and
mass reach. In keeping with the Government’s new Housing Policy, the
Company also endeavors to provide better dwelling units for the urban poor
with special emphasis on improvement in environment and social forestry.

The company has wide presence across north Indian states and it deals in
various segments like residential, commercial and social infrastructure. The
company is planning to launch more projects across various segments and
different geographies. The company proposes to drive its growth through
focused concentration on developing integrated townships in tier Il cities,
establishing presence in IT parks and SEZ. The company also plans to establish
malls in these townships with mixed hotel/ serviced apartment usage.

Real Estate Sector: Some Thoughts

Although the economic slow down of last year, India has remained as one of the
fastest growing economy in the world. Real estate sector too had witnessed the
edge of recession in the form of declining demand followed by crunch in prices
which made the sentiments negative for the sector as a whole. However after
witnessing an acute slowdown during 1H FY2009, residential real estate
demand has started showing signs of a recovery from the last quarter of FY09.

As we see the market trends, the residential segment is witnessing a recovery
in demand; however the office and retail segments are still sluggish and will
take some time to recover as the economy gradually gets back on track. The
ongoing recovery in the real estate vertical has been primarily strong in Tier |
cities, such as Mumbai, Delhi and Bangalore. However we are also seeing a
growth in real estate markets for Tier Il and Tier Il as well, as we see higher
working class population existing in this cities followed by improving standard of
living and ability to spend.

To highlight our concerns, we would be little conscious over rise in the interest
rate environment as it would increase the cost for the home buyers which in
turn will adversely impact the demand. It also implies increase in the borrowing
cost for the developer company. Additionally another key risk could be a
probability of excessive supply in the real estate market which makes us a little
conscious over price corrections.

To conclude, we believe that Real Estate has already shown a great sign of
recovery, however we feel we are still not out of the woods and hence one has
to be very conscious in decision making for investment in real estate as it deals
in to high risk high return region.
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Key Take Away from the Meet

® Strong sales volume with presence across north India and wide range of product availability:

Ansal group has started their venture primarily focusing in Delhi and NCR region however now the company has spread
across their projects in various states of north India including Uttar Pradesh, Rajasthan, Punjab and Haryana. This allows
them to take them a dual advantage of opportunity gains in each region with catering to various genres of people as well as
diluting the risk of state specific slow down due to any natural or political risks. As an investor this provides an ideal
opportunity for gathering advantage of multistate with safeguarding interests against risk in a particular state. Additionally,
as we have highlighted in our industry view, the demand for residential properties has started peaking up, however
performance of commercial real estate market is still to be seen further. Ansal APl has product range from each segment
ranging from plotted residential to Commercial as well as social infrastructure. This allows the company to hedge the fall in
demand for particular segment.

Sales volume Break-up - State wise Sales volume break-up - Segment wise

Haryana . i
Punjab 9% NCR Commercia Social FSI

Assets 4%
9 |
10% \ 31% % 704

Rajasthan .
1% Builtup Plotted

Resident Resident
24% 62%

*Source: Management Data, HISL Advisory

Major land bank in the form of township projects appealing to larger group of population :

At present, major part of company’s land bank is held in the form of large townships which are generally occupied by mid to
upper income group households. As per the business model, APIL acts as a master developer for its integrated township
projects, starting from project conceptualization, planning, designing and construction. The company has till date developed
and delivered ~2,258 acres (98.4msf) of integrated townships. It is currently working on 19 townships with maximum
saleable area being ‘residential’ including two mega hi-tech townships of Sushant Golf City, Lucknow (1,765 acres) and
Megapolis Dadri, Greater Noida (2,504 acres).

Revenue and EBITDA is growing in a stabilized manner :

Ansal APl has seen a stable growth in last few years. The company did felt a pressure last year due to global economy
turmoil; however the company was able to maintain the profitability during that period as well. The total revenue of the
company has grown up by CAGR of 33.8% during 2007-2010, whereas EBITDA has grown by 32% CAGR during the same
period. During FY10, the company has sold 13.63mn sq fts of areas in various forms.

Revenue - EBITDA growth
10,113.9

INR Mn
Net Profit 2o

FYO7

*Source: Management Data, HISL Advisory
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e Reducing debt and increasing balance sheet strength:

Recently the company has raised Rs 2314mn through private placement of shares with institutional investors for reducing
its debt and executes ongoing projects. The company issued 25.7mn equity shares (having a face value of Rs 5 each) at Rs
89.95 per. The company had initially planned to raise USD 35 million, but it increased the size of QIP to USD 52 million on
good response from investors. The management is planning to reduce its high cost debt by Rs 3000mn this fiscal. This
ensures an increase in bottom line resulting in rising returns on equity.

Outlook and Valuation

APIL has recently outperformed the market and on seeing the Relative Performance

performance over 12 months, the stock has moved in line APIL

with the Nifty Index. However the stock has outperformed the NI

Realty Index substantially over a period of 12 months.

Ay

Realty Index

Period

Source: Bloomberg, HISL Advisory

On the valuation front, APIL is trading cheaper to its peers in terms of all valuation parameters,

Price/Earnings Price/Book Price/Sales

FY11 FY11 FY11
APIL 10.3 . 0.8 . 1.2
DLF 27.1 2.2 . 6.9
Omaxe 15.3 . 1.5 . 1.7

Parsvanath 15.1 . 1.2 . 2.3
Source: Bloomberg Estimates, HISL Advisory

Key Risks
Any rise in the interest rate would increase the cost for the home - buyers. This will adversely impact the demand.
Legal disputes: Any legal disputes regarding the title of the land will cause delay in launching the projects.
Appropriate execution leading to quick completion of projects and healthier cash flow

A downturn in the global economy could impact growth in the Bank’s NRI deposits and hurt net interest margins.
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particular investor. As a result, investors using the advice should assess whether it is appropriate in the light of their own
individual circumstances before acting on it.
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