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STOCK PICKS

Prestige Estate Projects Ltd.

Company overview
Prestige Estate Projects ltd. (PEPL) is 

one of the largest real estate devel-

opers in India. PEPL has delivered 

247 world-class projects spanning 

134 mn sqft, predominantly in South 

India and is now expanding to other 

geographical regions. Currently PEPL 

has presence in 12 cities with 32 mn 

sqft of residential, 15 mn sqft of com-

mercial office, 3 mn sqft of retail mall 
and 3 mn sqft of hotels (1,229 keys) 

under-construction. Further, com-

pany has strong presence in South 

market which is one of premium 

real estate market in India. Company 

is going to get the benefit of recent 
surge in residential properties amid 

cheap home loan rates and intro-

duction of new work culture of work 

from home (WFH).

Investment Rationale
Residential property market 

rebound strongly

Work from home has led more people 

to focus on their homes and is driving 

Company Information

BSE Code 533274

NSE Code PRESTIGE

Bloomberg Code PEPL IN

ISIN INE811K01011

Market Cap (Rs. Cr) 10723

Outstanding shares(Cr) 40.1

52-wk Hi/Lo (Rs.) 426 / 133.65

Avg. daily volume (1yr. on NSE) 680245

Face Value(Rs.) 10
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upgrades to luxury segment. Factors 

like increasing trend of work from 

home amid pandemic, low home loan 

rates and freebies/discounts offered 
by developers driving the demand for 

residential properties. Affordability 
is up with mortgage rates at a 15-year 

low (<7%) and stagnant prices. Supply 

is shrinking due to lack of liquidity 

for smaller developers, and further 

the end of the interest moratorium in 

August 2020 aggravatedthe liquidity 

issues, resulting in consolidation in 

the industry which will benefit the 
large developers. The consolidation 

of developers is expected to have 

better pricing and price appreciation 

for the real estate developers. The 

reduction in stamp duty rates by 3%, 

coupled with completed projects 

saving 5% on GST front gives the 

buyers nearly 8% discount. This 

combined with additional discounts 

given by the builder works out to a 

total discount of in between 10%-

15% for the end buyers. Thus, these 

led the affordability of the buyers, 
resulting in rebound in demand for 

residential properties. The residen-

tialsegment is witnessing recovery in 

all markets across product segments 

with varying degrees from city to 

city with Bengaluru leading the 

pack with bookings at around 70-80 

% YoY in last 2-3 months. Markets 

such as NOIDA, Pune, Chennai and 

Hyderabad too showing steady 

recovery. Mumbai too saw some 

large transactions in luxurious 

categories especially in SouthCentral 

Mumbai. As per industry, the overall 

demand sentiment is steadily moving 

upwards.PEPL is in better place 

compared to its peers as majority 

of its projects in Bengaluru and 

Hyderabad, two of the fast moving 

and robust residential markets in 

terms of sales velocity. In addition, 

customers are more inclined to own 

ready-to-move-in inventory (RTMI) 

due to risk of delay or non-delivery 

becomes more pronounced post 

COVID19. PEPL has substantial 

volume of RTMI of 3.78 mn sqft valued 

at Rs 3,282 crore and the inventory is 

expected to see faster sales velocity in 

coming quarters. These will drive the 

profitability of PEPL going ahead.

Monetizing assets to deleverage 

balance sheet

PEPL intent to deleverage its balance 

sheet and to fund its ongoing projects 

through monetizing its rental yield 

assets. Company has sizeable ongoing 

projects including 12 office projects, 3 
malls and one hotel with a total capex 

of Rs 3,250 crore to be incurred. 

Thus, company is currently exploring 

various fundraising and monetization 

options for its office, retail and hos-

pitality projects to fund the ongoing 

projects and reduce debt overhang. 

Recently, company has signed a 

non-binding letter of intent (term 

sheet was executed on November 9, 

2020) with American equity major 

Blackstone Group to sell commercial 

and retail properties for Rs 9,160 

crore. The deal comprises the sale of 

21 million sq. feet of assets including 

6 completed office assets, 9 retail 
assets, 2 hotels and 4 under-con-

struction offices in Karnataka, Tamil 
Nadu, Kerala, Gujarat and other 

places. PEPL intent is to reduce debt 

by selling the asset and at the same 

time generate liquidity. Company 

plans to build twice the amount of 

commercial property space it is 

selling to Blackstone group. The 

company will utilize the proceed to 

cut down debt by around Rs 5,000 

crore and balance sale proceeds of 

Rs 3,500-3,700 crore will be deployed 

towards capex. As of September 2020, 

company’s net debt/equity stood at 

1.5x which is expected to reduce post 

the deal and will save substantially on 

interest cost front, thereby boosting 

the net profitability of the company 
in years to come.

One of the largest rental asset 

portfolios in India

PEPL has one of the largest rental 

asset portfolios in India operating 

with office portfolio of 12.31 mn sqft 
and shopping malls of 4.28 mn sqft. 

The rental assets together generate 

annual rental income of Rs 1054 

crore. Although the shopping malls 

have been showing muted perfor-

mance post COVID-19, the office 
portfolio with annual run rate of Rs 
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As of September 

2020, company’s net 

debt/equity stood at 

1.5x which is expected 

to reduce post the 

deal and will save 

substantially on 

interest cost front, 

thereby boosting the 

net profitability of 
the company in years 

to come.
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715 crore continue to show resilience 

with 99% collections and no drop in 

occupancy. Company’s majority of 

the projects are in Bengaluru, which 

retains its primacy in the office 
market. Thus, there is an expectation 

of steady increase in rental income 

over the next 3-4 years on account of 

renewals.PEPL is one of the largest 

mall operators in India with 10 malls 

(4.28 mn sqft) operational and draw 

an average annual footfall of over 

75 million. PEPL operates its malls 

under the brand Forum mall and the 

malls are landmarks in major South 

Indian cities. It has 9 of 10 assets 

located in the major cities of South 

India. All of its malls are currently 

operational and with Unlock 5, entire 

mall area including multiplexes has 

been allowed to operate, so the rental 

collection from this segment is likely 

to improve in coming quarters. Once 

the COVID situation stabilized the 

demand in commercial space is likely 

to pick up on the back of increased 

digitization of services and the 

continued cost arbitrage of India’s IT/

ITES industry.

Foraying into other regions

PEPL is expanding its footprint 

across India. Post the Blackstone 

deal closure, the company intends to 

start work on its Mumbai commercial 

offices in Bandra Kurla Complex 
and Mahalakshmi from Q4, subject 

to approvals. Funds will also be 

deployed towards its Delhi Aerocity 

project where it is constructing a 

hotel with 932 rooms. Company has 

strong presence in Bengaluru and 

significant presence in other key 

South Indian cities such as Chennai, 

Hyderabad and Kochi and now PEPL 

is entering in other major cities like 

NCR, Pune, Ahmedabad and Mumbai, 

the most lucrative real estate market. 

Thus, entering into other regions, 

company is reducing its concentra-

tion risk. However, entering into 

other markets require capital and for 

that the Blackstone deal is key to its 

success.

Key risks
  Persistent slowdown in economy 

will hurt the demand for residential 

as well as commercial properties, 

which could be a big negative for the 

company.

  Delay in fund raising will hurt its 

project expansions which in turn lead 

higher inventory, blocking of capital 

and leveraged balance sheet.

Valuation
PEPL is one of the largest real estate 

developers in India having portfolio 

of residential, commercial, malls 

& retail properties. The work from 

home culture has created the demand 

for residential properties which fur-

ther supported by benign home loan 

rates and discounts offered by the 
developers in order to clear up the 

inventories. Further, the outbreak of 

COVID-19 led liquidity crisis for small 

developers and as the loan morato-

rium has ended in August 2020, the 

situation has been further aggravated 

resulted in big consolidation in real 

estate space. The consolidation in the 

sector augur well for big and orga-

nized developers like PEPL as it has 

strong presence in Southern market 

especially in Bangalore, the key real 

estate market in India.Company has 

high debt in comparison to other big 

real estate players which PEPL intent 

to reduce it by monetizing its rental 

yield assets. Company has already 

signed a non-binding agreement with 

Blackstone group to sell its com-

mercial assets and that is going to be 

positive for the company. Monetizing 

of its asset will help PEPL to reduce 

its balance sheet leverage and also to 

fund its ongoing projects. Substantial 

debt reduction will result in cost 

saving for company on interest cost 

front, thus will re-rate its earnings in 

coming quarters. Hence, we hold our 

positive view on PEPL and recom-

mend our investors to BUY the scrip 

with target of Rs 312 from 12 months 

investment perspective. At CMP, the 

scrip is trading at P/Bv of 1.9x on 

FY22E BVPS.

Particulars (in Rs Cr) FY19 FY20 FY21E FY22E

Revenue         5,171.9     8,124.8        6,624.0        7,300.5 

Growth (%) -5.9% 57.1% -18.5% 10.2%

EBITDA         1,453.8     2,345.9        1,964.6        2,276.3 

EBITDA Margin (%) 28.1% 28.9% 29.7% 31.2%

Net profit            403.3        362.4           222.3           377.5 

Net Profit Margin (%) 7.8% 4.5% 3.4% 5.2%

EPS (Rs)              10.8            9.6               5.5               9.4 
Source: Bloomberg consensus

The consolidation in 

the sector augur well 

for big and organized 

developers like PEPL 

as it has strong 

presence in Southern 

market especially in 

Bangalore, the key 

real estate market in 

India.
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Ashika Stock Broking Ltd.

Ashika Stock Broking Limited (“ASBL”) 

started its journey in the year 1994 and 

is presently offering a wide bouquet of 
services to its valued clients including 

broking services, depository services 

and distributorship of financial prod-

ucts (Mutual funds, IPO & Bonds). It 

became a “Research Entity” under 

SEBI (Research Analyst) Regulations 

2014 in the year of 2015 (Reg No. 

INH000000206).

ASBL is a wholly owned subsidiary of 

Ashika Global Securities (P) Ltd., a RBI 

registered non-deposit taking NBFC 

Company. ASHIKA GROUP (details 

enumerated on our website www.

ashikagroup.com) is an integrated 

financial service provider inter alia 
engaged in the business of Investment 

Banking, Corporate Lending, Com-

modity Broking, Debt Syndication & 

Other Advisory Services.

There were no significant and mate-

rial disciplinary actions against ASBL 

taken by any regulatory authority 

during last three years except routine 

matters.

DISCLOSURE

Research reports are being prepared 

and distributed by ASBL in the sole 

capacity of being a Research Analyst 

under SEBI (Research Analyst) Regu-

lations 2014. The following disclosures 

and disclaimer are an essential part 

of any Research Report so being 

distributed.

1) ASBL or its associates, its Research 

Analysts (including their relatives) 

may have financial interest in the 
subject company(ies). And, the said 

financial interest is not limited to 
having an open stock market position 

in /acting as advisor to /having a loan 
transaction with the subject com-

pany(ies) apart from registration as 

clients.

2) ASBL or its Research Analysts 

(including their relatives) do not have 

any actual / beneficial ownership of 
1% or more of securities of the subject 

company(ies) at the end of the month 

immediately preceding the date of 

publication of the source research 

report or date of the concerned 

public appearance. However, ASBL’s 

associates may have actual / beneficial 
ownership of 1% or more of securities 

of the subject company(ies).

3) ASBL or its Research Analysts 

(including their relatives) do not 

have any other material conflict of 
interest at the time of publication of 

the source research report or date 

of the concerned public appearance. 

However, ASBL’s associates might 

have an actual / potential conflict of 
interest (other than ownership).

4) ASBL or its associates may have 

received compensation for investment 

banking, merchant banking, broker-

age services and for other products 

and services from the subject compa-

nies during the preceding 12 months. 

However, ASBL or its associates or its 

Research analysts (forming part of 

Research Desk) have not received any 

compensation or other benefits from 
the subject companies or third parties 

in connection with the research 

report/ research recommendation. 
Moreover, Research Analysts have not 

received any compensation from the 

companies mentioned in the research 

report/ recommendation in the past 
twelve months.

5) The subject companies in the 

research report/ recommendation 
may be a client of or may have been 

a client of ASBL during the twelve 

months preceding the date of con-

cerned public appearance for invest-

ment banking/ merchant banking / 
brokerage services.

6) ASBL or their Research Analysts 

have not managed or co–managed 

public offering of securities for the 
subject company(ies) in the past 

twelve months. However, ASBL’s 

associates may have managed or co–

managed public offering of securities 
for the subject company(ies) in the 

past twelve months.

7) Research Analysts have not served 

as an officer, director or employee 
of the companies mentioned in the 

report/ recommendation.

8) Neither ASBL nor its Research 

Analysts have been engaged in 

market making activity for the 

companies mentioned in the report / 
recommendation.

DISCLAIMER

The research recommendations and information are solely for the personal information of the authorized recipient and does not con-

strue to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. This report is not 
for public distribution or use by any person or entity, where such distribution, publication, availability or use would be contrary to law, 

regulation or subject to any registration or licensing requirement. We will not treat recipients as customer by virtue of their receiving 

this report. The report is based upon the information obtained from public sources that we consider reliable, but we do not guarantee 

its accuracy or completeness. ASBL shall not be in anyways responsible for any loss or damage that may arise to any such person from 

any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations.


