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Stable results, impressive show by retail and commercial portfolio, while residential
was the only drag due to overall slowdown; Maintain Buy with a target price of Rs 986
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The Phoenix Mills Ltd (PML) came out with stable set of results in Q2FY20,
though the results were below our estimate. Consolidated revenue for the
quarter grew 2.6% YoY/-32.5% QoQ to Rs 4,151 mn, below our estimate of
Rs 5,015mn. EBITDA for Q2FY20 stood at Rs 2,108 mn, slightly below our
estimate of Rs 2,257 mn, registering a growth of 6.3% YoY/-28% QoQ.
EBITDA margin expanded 181bps YoY/318bps QoQ to 50.8% beating our
estimate of 45%. Consolidated PAT for the quarter stood at Rs 658 mn,
below our estimate of Rs 1,003 mn, due to higher tax outgo, thereby
registering a growth of 6% YoY/-49.5% QoQ. We are bullish on PML due to
its strong free cash flow generation and stable annuity income. After
factoring in stable results despite overall slowdown in the realty sector, we
maintain our Buy rating on the stock with TP of Rs 986 (unchanged).

Q2FY20 Highlights

B Retail Portfolio: Despite overall slump in the economy, PML’s retail
portfolio shown steady performance with retail consumption growing by
1% YoY/-5% QoQ to Rs 16,948 mn, while rental income witnessed stable
growth of 7% YoY/-1% QoQ to Rs 2,594 mn. Retail EBITDA for Q2FY20
stood at Rs 2,468 mn, a growth of 10% YoY. PMC Mumbai, PMC Pune
and PMC Bangalore were the top performing retail assets demonstrating
strong consumption and rental income growth in Q2FY20.

m Commercial Portfolio: PML saw robust performance by its commercial
portfolio with 64% YoY growth in income at Rs 510 mn in H1FY20.
Paragon Plaza and Fountainhead Tower were key contributors due to
increased occupancy during H1FY20.

B Residential Portfolio: The only drag during the quarter for PML was its
residential portfolio which saw muted performance due to tepid
residential sales volume. PML’s premium residential projects like Kessaku
reported nil sales volume while One Bangalore West - Tower 6 saw some
cancellation during Q2FY20. Though newly launched Tower 7 of One
Bangalore West (launched in July’19) saw 30,000 sq. ft. sales (13 units).

Valuations

We have valued PML using DCF method, and have discounted PML’s cash
flows at WACC of 10.4% till FY25E and calculated its terminal value beyond
that assuming terminal growth rate of 3%. Our DCF method yields a NAV of
Rs 986/share for PML. After factoring in stable Q2FY20 results, we maintain
our Buy rating on PML with a target price of Rs 986 per share (unchanged).

Financial Performance

::s“::;)ch NetSales  EBITDA PAT  EPS (Rs) M:?;LDQ RoE (%) P/E (x)
FY18 16,199 7,777 2,424 15.8 48.0 8.5 458
FY19 19,816 9,931 4,210 27.5 50.1 122 26.4
FY20E 21,806 11,121 4,442 29.0 51.0 12.0 25.0
FY21E 24031 12328 50277 34.4 51.3 135 211

Source: Companv. Arihant Research
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Q2FY20 and H1FY20 Financial Performance

Rs Mn (consolidated) Q2FY20 QI1FY20 Q2FY19 Q-0-Q Y-o-Y | HIFY20 H1FY19 Y-0-Y
Net Revenue 4,151 6,150 4,047 -32.5% 2.6% 10,301 8,179| 25.9%
Raw Material Cost 543 1,808 621 -70.0%  -12.6% 2,351 1,355 73.5%
Employee cost 398 382 397 4.3% 0.5% 780 781 -0.1%
Other Expenses 1,102 1,033 1,048 6.7% 5.1% 2,134 2,108 1.3%
EBITDA 2,108 2,927 1,982 -28.0% 6.3% 5,035 3935| 27.9%
EBITDA margin % 50.8% 47.6%  49.0%| +318bps +181bps 48.9% 48.1%| +77bps
Other Income 195 154 183 26.5% 6.5% 348 353 -1.2%
Depreciation 509 507 506 0.5% 0.6% 1,016 1,005 11%
EBIT 1,793 2,574 1,658 -30.4% 8.1% 4,367 3,282 | 33.0%
Finance cost 878 871 917 0.7% -4.3% 1,749 1,763 -0.8%
Exceptional Item 78 - - 78 -

PBT 993 1,703 741 -41.7%  34.0% 2,696 1,519 77.5%
Tax Expense 350 234 178 49.5%  96.3% 584 414 41.2%
Effective tax rate % 353%  13.8% 24.1%| +2152bps +1119bps 21.7% 27.2%| -557bps
PAT 643 1,469 562 -56.2%  14.3% 2,111 1,105 91.1%
MI & Associates 15 -165 58 - - -150 113
Consolidated PAT 658 1,304 621 -49.5% 6.0% 1,962 1,218 61.1%
PAT margin % 15.5%  23.9% 13.9%| -840bps +159bps 20.5% 13.5%| +698bps
EPS (Rs) 43 8.5 4.1 -49.5% 5.9% 13.8 72| 91.1%

Source: Company, Arihant Research

Post Result Conference Call Highlights

B PML witnessed robust sales in its retail and commercial portfolio in the month of
October due to diwali festival and compared to last year diwali, this year was far better
in terms of performance.

B Cumulative area sold decreased due to some accounting factor, as the company
considered only registered agreements for its area sold and not all sales.

B PML witnessed good consumption growth despite overall slowdown and going forward
the company expects 7-8% growth in consumption for FY20E.

m Consumption growth was good for PML due to increase in consumers count rather
than offering any discount, for PML discount was same as last year.

B For rental income PML is hoping to see 10-11% growth going forward.

m Full year of rental income is expected from its Lucknow mall in FY21E.

B In retail portfolio PML will spend total amount of Rs 8150 mn in FY20E.

B As far as hospitality portfolio is concerned, St. Regis witnessed flat growth during the

quarter, however if group booking is measured then for PML group booking for its
hospitality portfolio was higher than competition.
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Consolidated Financials

Income Statement

Y/E March (Rs Mn) FY17 FY18 FY19 FY20E FY21E
Revenues 18,246 16,199 19,816 21,806 24,031
Change (%) 2.5% -11.2% 22.3% 10.0% 10.2%
Raw materials 2,827 1,769 4,609 2,290 2,571
Stock Adjustments -361 -450 -2,420 0 0
Employee costs 1,403 1,473 1,615 1,854 2,043
Other expenses 5,908 5,630 6,080 6,542 7,089
Total Expenses 9,777 8,422 9,884 10,685 11,703
EBITDA 8,469 7,777 9,931 11,121 12,328
Other Income 472 556 851 872 961
Depreciation 1,953 1,983 2,042 2,089 2,109
Interest 4,230 3,476 3,506 3,673 3,763
PBT 2,758 2,874 5,235 6,232 7,417
Extra-ordinary 0 0 -481 0 0
PBT after ext-ord. 2,758 2,874 5,716 6,232 7,417
Tax 858 758 1,099 1,433 1,854
Rate (%) 31.1% 26.4% 19.2% 23.0% 25.0%
PAT 1,900 2,116 4,617 4,798 5,563
MI & Associates -221 308 -407 -356 -286
Consolidated PAT 1,679 2,424 4,210 4,442 5,277
Change (%) 30.2% 44.3% 73.7% 5.5% 18.8%

Source: Company, Arihant Research

Balance Sheet

Y/E March (Rs Mn) FY17 FY18 FY19 FY20E FY21E
Sources of Funds

Share Capital 306 306 307 307 307
Reserves & Surplus 21,161 28,118 34,297 36,710 38,781
Net Worth 21,467 28,424 34,604 37,016 39,087
Loan Funds 33,542 34,509 39,810 40,810 41,810
Deferred Tax & other liabilities 2,993 1,898 1,763 1,763 1,763
Capital Employed 60,799 69,492 88,409 91,822 94,894
Application of Funds

Gross Block 53,377 66,937 77,363 84,363 89,363
Less: Accumulated Depreciation 8,400 10,356 12,277 14,366 16,475
Net Block 44,978 56,580 65,086 69,997 72,888
Cwip 2,952 5,025 8,963 8,963 8,963
Other non current assets 1,484 949 1,046 1,046 1,046
Deferred tax assets 1,252 1,392 1,386 1,386 1,386
Net fixed assets 50,665 63,947 76,481 81,392 84,283
Investments 4,096 8,290 7,450 7,450 7,450
Debtors 1,470 1,292 1,955 2,091 2,304
Inventories 9,455 6,615 8,986 9,410 10,567
Cash & bank balance 812 406 1,920 2,286 2,132
Loans & advances & other CA 3,560 4,327 4,225 4,779 5,267
Total current assets 15,297 12,640 17,087 18,565 20,271
Current liabilities 8,417 14,340 11,958 14,936 16,459
Provisions 843 1,045 651 651 651
Net current assets 6,037 -2,745 4,478 2,979 3,161
Total Assets 60,798 69,492 88,409 91,822 94,894

Source: Company, Arihant Research
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Cash Flow Statement

Y/E March (Rs Mn) FY17 FY18 FY19 FY20E FY21E
PBT 2,758 2,874 5,716 6,232 7,017
Depreciation 1,953 1,983 2,042 2,089 2,109
Interest & others 3,538 3,227 2,248 2,444 2,516
Cash flow before WC changes 8,248 8,084 10,006 10,765 12,042
(Inc)/dec in working capital 5,904 8,376 -5,710 1,865 -335
Operating CF after WC changes 14,153 16,460 4,296 12,630 11,707
Less: Taxes -858 -758 -1,099 -1,433 -1,854
Operating cash flow 13,295 15,702 3,197 11,196 9,853
(Inc)/decin F.A + CWIP -1,847 -13,289 -12,532 -7,000 -5,000
(Pur)/sale of investment -2,429 -4,194 840 0 0
Cash flow from investing -4,276 -17,483 -11,692 -7,000 -5,000
Free cash flow (FCF) 11,448 2,020 -9,244 4,196 4,853
Loan raised/(repaid) -2,735 967 5,301 1,000 1,000
Equity raised 22 0 0 0 0
Interest & others -6,479 849 5,188 -4,263 -5,393
Dividend -83 -442 -480 -567 -613
Cash flow from financing activities -9,276 1,375 10,009 -3,830 -5,006
Net inc /(dec) in cash -256 -406 1,514 366 -153
Opening balance of cash 1,068 812 406 1,920 2,286
Closing balance of cash 812 406 1,920 2,286 2,132
Source: Company, Arihant Research

Key Ratios

Y/E March (Rs Mn) FY17 FY18 FY19 FY20E FY21E
Per share (Rs)

EPS 11.0 15.8 27.5 29.0 34.4
CEPS 23.7 28.8 40.8 42.6 48.2
BVPS 140.2 185.6 225.7 241.4 254.9
DPS 0.5 2.9 31 3.7 4.0
Payout (%) 4.9% 18.2% 11.4% 12.8% 11.6%
Valuation (x)

P/E 66.1 45.8 26.4 25.0 21.1
P/CEPS 30.6 25.2 17.8 17.0 15.1
P/BV 5.2 3.9 3.2 3.0 2.8
EV/EBITDA 17.0 18.7 15.0 135 12.2
Dividend Yield (%) 0.1% 0.4% 0.4% 0.5% 0.6%
Return Ratio (%)

EBIDTA Margin 46.4% 48.0% 50.1% 51.0% 51.3%
PAT Margin 9.2% 15.0% 21.2% 20.4% 22.0%
ROE 7.8% 8.5% 12.2% 12.0% 13.5%
ROCE 10.7% 8.3% 8.9% 9.8% 10.8%
Leverage Ratio (%)

Total D/E 1.6 1.2 1.2 1.1 1.1
Net D/E 1.5 1.2 1.1 1.0 1.0
Turnover Ratios

Asset Turnover (x) 0.3 0.2 0.2 0.2 0.3
Inventory Days 1399 1830 1498 1500 1500
Receivable Days 29 29 36 35 35
Payable days 185 347 232 250 250

Source: Company, Arihant Research
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