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Aditya Birla Real Estate

Expect pre-sales miss due to delays

ABREL met pre-sales expectations though Niyaara Phase 3 was delayed,
possibly due to approval-led delays; but we remain watchful of increased
luxury housing supply in Worli. Hence, 2 of the 9 launches slated in 2HFY26
are pushed to FY27. Management maintained >Rs80bn pre-sales expectation
for FY26, possibly expecting strong response on launch though we believe
actual pre-sales will be ~8-10% lower. Rs10bn p.a. rental on >1msf of
commercial development in Worli in 3-4 years should aid quicker monetization
of the land. With money due from ITC expected in 2 months, management
maintained Rs100bn BD expectation in FY26 at ~25% EBITDAM. Despite some
delay in realization and BD, we believe ABREL has right ingredients in place
to thrive and hence we retain TOP BUY in mid-cap RE. Due to delay in launches,
we cut FY26/FY27 pre-sales expectations by 16%/2% to Rs74/105bn. 1-year
SOTP-based TP stands reduced to Rs2,600 (Rs2,750 earlier), implying 7.4x 1-
year fwd P/B.

Key takeaways from the call

Guidance: Management expects another 5 launches in 4QFY26 worth Rs63bn with 2
of the 9 expected launches in 2HFY26 now pushed to FY27, including Niyaara Phase
3. Management maintains expectation of crossing pre-sales of Rs80bn though we
believe actual pre-sales will be ~8-10% lower. However, they maintained expectation
of reaching Rs150bn p.a. in booking value by FY28 amid a strong pipeline and
expected pick-up in BD. Management maintained their stance of a healthy demand in
the 4 primary markets they are present in.

Worli land and Niyaara: Management attributed the delay in launch of Niyaara
Phase 3 to 1HFY27 (vs 4QFY26) to approval-led delays though we believe that
increasing competition and inventory levels are also the main deterrent. ABREL plans
to develop >1msf of commercial office space in Worli instead of an entire residential
development. This should aid in quicker monetization of the land and, consequently,
nearby residential projects. Management expects annual rentals of ~Rs10bn in 3-4
years vs ~Rs1.5bn now. Note that the disputed Worli land parcel, which we have
written off, is now up for auction; await details here.

Business development: Management clarified that they expect to realize the cash
from the sale of the Pulp and Paper division in ~2 months, which will be used to repay
debt and pursue BD aspirations. They maintained expectation of Rs100bn worth of BD
in 4QFY26, highlighted their expectation of ~25% EBITDAM from such BD. Note that
ABREL has enough projects in current pipeline to meet FY27 launch targets.

Where do we go from here?

For ABREL, sales momentum should continue in FY26 led by bookings from sustenance
sales and sales from back-ended launches (4QFY26); expect leverage to reach 0.4x
net debt/equity by FY26-end, leaving enough headroom to take debt to fuel growth
ambitions.

Amid delay in launches, we reduce FY26/FY27 pre-sales expectations by 16%/2% to
Rs74/105bn. 1-year SOTP-based TP stands reduced to Rs2,600 (Rs2,750 earlier),
implying 7.4x 1- year fwd P/B; reiterate top BUY in mid-cap RE.
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Stock Information

Bloomberg Code: ABREL IN
CMP (Rs): 1,306
TP (Rs): 2,600
Mcap (Rs mn/US$ mn): 146/1.6
3M MDV (Rs mn/US$ mn): 192/2.1
Stock Performance (%)

M 3M 12M  YTD

Absolute (22.4) (22.9) (31.4) (22.0)
Rel. to Sensex (19.2) (20.3) (39.9) (18.7)

Source: ICE, Ambit Capital research

Ambit Estimates (Rs mn)

FY25 FY26E FY27E
Revenue 12,189 17,991 19,250
EBITDA 296 2,789 5,002
EPS (basic) (Rs)  (13.5)  (0.5)  19.2

Source: Ambit Capital research, Company
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Exhibit 1: 1-year SOTP break-up

Rs mn 1-yr fwd NAV 1-yr fwd NAV (%)
Real Estate 292,685 100%
- Birla Niyaara 57,482 20%
- On-going and planned 59,682 20%
- Freehold historical Worli land 38,300 13%
- Commercial 22,952 8%
- Land Bank 42,013 14%
- Business development FY25/26 72,257 25%
GAV 292,685
Dec26 2,260
NAV 290,426
No. of shares (mn) 112
SOTP (Rs) 2,600
CMP (Rs) 1,280
Upside (%) 103%
Source: Company, Ambit Capital research
Exhibit 2: Change in estimates
New estimates Old estimates Change (%)
Particulars
FY26E FY27E FY26E FY27E FY26E FY27E
Rating BUY BUY UNCHANGED
TP (Rs) 2,600 2,750 -5%
Revenue 17,991 19,250 17,991 19,250 0% 0%
- Pre-sales (Rs mn) 73,521 104,662 87,591 106,662 -16% -2%
- Pre-sales (msf) 4.3 4.5 4.5 4.5 -5% 0%
EBITDA 2,789 5,002 2,789 5,002 0% 0%
EBITDA margin (%) 15% 26% 15% 26% 0% 0%
PBT (76) 2,857 (76) 2,857 nmf nmf
PAT (57) 2,139 (57) 2,139 nmf nmf
EPS (Rs) (0.5) 19.2 (0.5) 19.2 nmf nmf

Source: Company, Ambit Capital research

Aditya Birla Real Estate (ABREL IN, BUY)

Valuation Methodology

Risks

We use a project-based NAV methodology (for residential portfolio),
DCF (for annuity and pulp & paper portfolios) to arrive at our SOTP

valuation.

We assume CoE of 13.5%, a target debt ratio of 45% and terminal

growth rate of 5%.

Failure to execute flagship project Niyaara on time.

Owing to its recent entry into real estate development, the inability

to get into the right set of JDA/JVs can challenge scale-up of Birla

Estate's real estate business.
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Financials - Consolidated

Income statement

Year to March (Rs mn) FY24 FY25 FY26E FY27E FY28E
Revenue 45,535 12,189 17,991 19,250 5,887
-growth (Rev) (5.1%) (73.2%) 47.6% 7.0% (69.4%)
EBITDA 7,012 296 2,789 5,002 1,368
Depreciation 2,099 638 615 1,015 1,015
Other income - 385 568 - -
Finance costs 355 458 2,517 1,437 2,637
Profit before tax 4,334 (1,790) (76) 2,857 (2,398)
PAT 438 (979) (57) 2,139 (1,796)
EPS (basic) (Rs) 3.9 (13.5) (0.5) 19.2 (16.1)
EPS (diluted) 3.9 (13.5) (0.5) 19.2 (16.1)
Source: Ambit Capital research, Company

Balance sheet

Year to March (Rs mn) FY24 FY25 FY26E FY27E FY28E
Property, plant and equipment 37,436 14,317 23,169 61,855 60,540
Inventories 47,258 89,434 109,964 134,093 198,019
Current investments 2,827 4,126 4,126 4,126 4,126
Trade receviables 1,656 1,047 1,047 1,047 1,047
Cash and cash equivalents 4,015 10,006 (806) 184 111,390
Other current assets 3,947 5,821 5,821 5,821 5,821
Total current assets 59,703 110,434 120,152 145,272 320,403
Total assets 105,102 165,332 154,245 218,050 391,867
Total equity 40,947 38,883 38,826 40,965 38,690
Long-term borrowings 24,815 49,965 12,965 22,965 42,965
Other non-current liabilities 39,339 76,484 102,453 154,119 310,212
Short-term borrowings 1,258 12,879 12,879 16,879 20,879
Trade payables 7,483 8,272 8,272 8,272 8,272
Lease liabilities 23 - - - -
Other current liabilities 24,454 56,133 82,103 133,769 289,382
Short term provisions 1,799 1,745 1,745 1,745 1,745
Total current liabilities 35,018 79,029 104,999 160,664 320,277
Total equity and liabilities 105,102 165,332 154,245 218,050 391,867
Source: Ambit Capital research, Company

Cash flow statement

Year to March (Rs mn) FY24 FY25 FY26E FY27E FY28E
Profit before tax 738 (1,924) (76) 2,857 (2,398)
Interest expense 355 458 2,517 1,437 2,637
Working capital changes (7,655) (14,194) 5,440 27,536 91,687
Cash flow from operations (3,153) (12,934) 8,815 32,427 93,241
(Net) capital expenditure 2,296 22,150 (10,008) (40,000) -
Cash flow from investments (5,241) (4,379) (15,000) (40,000) -
Net long-term borrowings 15,488 20,575 (37,000) 10,000 10,000
Cash flow from financing 12,722 22,184 (4,627) 8,563 17,363
Free cash flow to firm (857) 9,216 (1,193) (7,573) 93,241
Source: Ambit Capital research, Company
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Preferred Ratios

Year to March (Rs mn) FY24 FY25 FY26E FY27E FY28E
EBITDA margin 15.4% 2.4% 15.5% 26.0% 23.2%
Net profit margin 1.0% (8.0%) (0.3%) 11.1% (30.5%)
ROE (%) 1.1% (2.4%) (0.1%) 5.5% (4.5%)
pre-tax RoCE 0.9% (1.7%) (0.1%) 3.0% (3.1%)
Net debt/equity 0.5 1.0 0.4 0.6 1.1
pre-tax CFO/EBITDA (25.6%) (4,041%) 315% 663% 6,816%
Source: Ambit Capital research, Company

Ratio analysis

Year to March (Rs mn) FY24 FY25 FY26E FY27E FY28E
EBITDA margin 15.4% 2.4% 15.5% 26.0% 23.2%
Net profit margin 1.0% (8.0%) (0.3%) 11.1% (30.5%)
Net debt/equity 0.5 1.0 0.4 0.6 1.1
pre-tax CFO/EBITDA (25.6%) (4041%) 315% 663% 6816%
pre-tax RoCE 0.9% (1.7%) (0.1%) 3.0% (3.1%)
ROE (%) 1.1% (2.4%) (0.1%) 5.5% (4.5%)
Source: Ambit Capital research, Company

Valuation parameters

Year to March (Rs mn) FY24 FY25 FY26E FY27E FY28E
P/B 3.6 3.6 3.8 3.8 3.6
PE 333 (97) (2,573) 68 (81)
EV/EBITDA 24 627 57 34 57

Source: Ambit Capital research, Company
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Explanation of Investment Rating - Our target prices are with a 12-month perspective. Returns stated are our internal benchmark

Investment Rating Expected return (over 12-month)
BUY We expect this stock to deliver more than 10% returns over the next12 month
SELL We expect this stock to deliver less than or equal to 10 % returns over the next 12 months
UNDER REVIEW We have coverage on the stock but we have suspended our estimates, TP and recommendation for the time being NOT
NOT RATED

We do not have any forward-looking estimates, valuation, or recommendation for the stock.

Note: At certain times the Rating may not be in sync with the description above as the stock prices can be volatile and analysts can take time to react to development.
Disclaimer

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Ambit Capital Private Ltd. Ambit Capital Private Ltd. research is disseminated and available primarily
electronically, and, in some cases, in printed form. The following Disclosures are being made in compliance with the SEBI (Research Analysts) Regulations, 2014 (herein after referred to as the Regulations) and
guidelines issued from time to time

Disclosures

. Ambit Capital Private Limited (“"Ambit Capital or Ambit”) is a SEBI Registered Research Analyst having registration number INHO00000313 and Research Analyst.Enlistment No. 5020. Ambit Capital, the
Research Entity (RE) as defined in the Regulations, is also engaged in the business of providing Stock broking Services, Depository Participant Services. Ambit Capital is a wholly owned subsidiary company
of Ambit Private Limited. The details of associate entities of Ambit Capital are available on its website.

= Ambit Capital makes its best endeavor to ensure that the research analyst(s) use current, reliable, comprehensive public information and obtain such information from sources which the analyst(s)
believes to be reliable. However, such information has not been independently verified by Ambit Capital and/or the analyst(s) and no representation or warranty, express or implied, is made as to the
accuracy or completeness of any information obtained from third parties. The information, opinions, views expressed in this Research Report are those of the research analyst as at the date of this
Research Report which are subject to change and do not represent to be an authority on the subject. Ambit Capital and its affiliates/ group entities may or may not subscribe to any and/ or all the views
expressed herein and the statements made herein by the research analyst may differ from or be contrary to views held by other businesses within the Ambit group.

= This Research Report should be read and relied upon at the sole discretion and risk of the recipient. If you are dissatisfied with the contents of this Research Report or with the terms of this Disclaimer,
your sole and exclusive remedy is to stop using this Research Report and Ambit Capital or its affiliates shall not be responsible and/ or liable for any direct/consequential loss howsoever directly or
indirectly, from any use of this Research Report.

. If this Research Report is received by any client of Ambit Capital or its aoffiliates, the relationship of Ambit Capital/its affiliate with such client will continue to be governed by the existing terms and
conditions in place between Ambit Capital/ such affiliates and the client.

. This Research Report is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied in whole
or in part, for any purpose. Neither this Research Report nor any copy of it may be taken or transmitted or distributed, directly or indirectly within India or into any other country including United States
(to US Persons), Canada or Japan or to any resident thereof. The distribution of this Research Report in other jurisdictions may be strictly restricted and/ or prohibited by law or contract, and persons into
whose possession this Research Report comes should aware of and take note of such restrictions.

= This research report may incorporate the use of Artificial Intelligence (Al) tools to assist in the information-gathering stage, including the compilation or collation of data from publicly available sources
or databases used by Ambit Capital. Al tools may also support content creation and other research-related processes. Ambit Capital remains fully responsible for the accuracy, integrity, and confidentiality
of all data used, as well as for the insights and recommendations provided. Any output generated with the assistance of Al tools is subject to review and professional judgment to ensure reliability and
compliance with applicable laws and standards.”

= Ambit Capital declares that neither its activities were suspended nor did it default with any stock exchange with whom it is registered since inception. Ambit Capital has not been debarred from doing
business by any Stock Exchange, SEBI, Depository or other Regulated Authorities, nor has the certificate of registration been cancelled by SEBI at any point in time.

. A part from the case of Manappuram Finance Ltd. where Ambit Capital settled the matter with SEBI without accepting or denying any guilt, there is no material disciplinary action that has been taken by
any regulatory authority impacting research activities of Ambit Capital.

. A graph of daily closing prices of securities is available at www.nseindia.com and www.bseindia.com

Disclosure of financial interest and material conflicts of interest

. Ambit Capital, its associates/group company, Research Analyst(s) or their relative may have any financial interest in the subject company. Ambit Capital and/or its associates/group companies may have
actual/beneficial ownership of 1% or more interest in the subject company at the end of the month immediately preceding the date of publication of the Research Report. Ambit Capital and its associate
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inform them about, and observe any such restrictions. Distribution of this report in any such other jurisdictions may constitute a violation of UK or US securities laws, or the law of any such other
jurisdictions.

= This report does not constitute an offer or solicitation to buy or sell any securities referred to herein. It should not be so construed, nor should it or any part of it form the basis of, or be relied on in

connection with, any contract or commitment whatsoever. The information in this report, or on which this report is based, has been obtained from publicly available sources that Ambit believes to be
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reliable and accurate. However, it has not been prepared in accordance with legal requirements designed to promote the independence of investment research. It has also not been independently
verified and no representation or warranty, express or implied, is made as to the accuracy or completeness of any information obtained from third parties.

= The information or opinions are provided as at the date of this report and are subject to change without notice. The information and opinions provided in this report take no account of the investors’
individual circumstances and should not be taken as specific advice on the merits of any investment decision. Investors should consider this report as only a single factor in making any investment
decisions. Further information is available upon request. No member or employee of Ambit accepts any liability whatsoever for any direct or consequential loss howsoever arising, directly or indirectly,
from any use of this report or its contents.

= The value of any investment made at your discretion based on this Report, or income therefrom, maybe affected by changes in economic, financial and/or political factors and may go down as well as
go up and you may not get back the original amount invested. Some securities and/or investments involve substantial risk and are not suitable for all investors.

. Ambit and its affiliates and their respective officers directors and employees may hold positions in any securities mentioned in this Report (or in any related investment) and may from time to time add
to or dispose of any such securities (or investment). Ambit and its aoffiliates may from time to time render advisory and other services, solicit business to companies referred to in this Report and may
receive compensation for the same. Ambit has a restrictive policy relating to personal dealing. Ambit has controls in place to manage the risks related to such. An outline of the general approach taken
in relation to conflicts of interest is available upon request.

. Ambit and its affiliates may act as a market maker or risk arbitrator or liquidity provider or may have assumed an underwriting commitment in the securities of companies discussed in this Report (or in
related investments) or may sell them or buy them from clients on a principal to principal basis or may be involved in proprietary trading and may also perform or seek to perform investment banking or
underwriting services for or relating to those companies.

= Ambit may sell or buy any securities or make any investment which may be contrary to or inconsistent with this Report and are not subject to any prohibition on dealing. By accepting this report you
agree to be bound by the foregoing limitations. In the normal course of Ambit and its affiliates’ business, circumstances may arise that could result in the interests of Ambit conflicting with the interests
of clients or one client’s interests conflicting with the interest of another client. Ambit makes best efforts to ensure that conflicts are identified, managed and clients’ interests are protected. However,
clients/potential clients of Ambit should be aware of these possible conflicts of interests and should make informed decisions in relation to Ambit services.

Additional Disclaimer for U.S. Persons
RULE 15a-6 ARRANGEMENT WITH DAIWA

This publication may be furnished to recipients in the United States directly by Ambit Capital and in certain cases indirectly by Daiwa Capital Markets America Inc. (“DCMA”), a U.S. Securities and Exchange
Commission registered broker-dealer and FINRA member firm, exclusively to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as
amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission. U.S. customers to whom Ambit capital or DCMA have furnished this publication and that wish to effect transactions
in any designated investment discussed in this publication should do so through a qualified salesperson of DCMA. DCMA registered representative may be reached at 212-612-7000. DCMA does not take
responsibility for the contents of this publication. DCMA has not been involved in producing this publication. DCMA does not review this publication prior to its publication and has no influence on content and
rating. This publication is not an offer to sell or the solicitation of any offer to buy securities by available Ambit Capital or DCMA. For further disclosures from DCMA, please see the notice when it furnishes the
publication. This material should not be construed as a solicitation or recommendation to use Ambit Capital to effect transactions in any security mentioned herein, and is not supplied with any understanding
that US recipients will direct commission business to Ambit Capital. Analysts preparing this research report are employed outside of the US and are not registered as research analysts with FINRA. These analysts
may not be associated persons of DCMA and therefore may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a
research analyst account.

Analyst(s) Certification

= The analyst(s) authoring this research report hereby certifies that the views expressed in this research report accurately reflect such research analyst's personal views about the subject securities and
issuers and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in the research report.

. The analyst (s) has/have not served as an officer, director or employee of the subject company in the last 12 months period ending on the last day of the month immediately preceding the date of
publication of this research report.

. The analyst(s) does not hold one percent or more securities of the subject company, at the end of the month immediately preceding the date of publication of the research report.

= Research Analyst views on Subject Company may vary based on fundamental research and technical research. Proprietary trading desk of Ambit Capital or its associates/group companies maintains

arm’s length distance with the research team as all the activities are segregated from Ambit Capital research activity and therefore it can have an independent views with regards to Subject Company
for which research team have expressed their views.
Additional information and disclaimer

Please note registration granted by SEBI and certification from NISM in no way guarantee performance of Ambit Capital Private Ltd. or provide any assurance of returns to Investors/Clients. Ambit Capital
research should not be considered as an advertisement or advice, professional or otherwise. Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registered Office Address: Ambit Capital Private Limited, 449, Ambit House, Senapati Bapat Marg, Lower Parel, Mumbai-400013. Contact Number: +91 22 6623 3000.

Compliance Officer & Grievance Officer Details: Manish Dubey, Email id: manish.dubey@ambit.co , Contact Number: 91 22 6860 3252. In case you require any clarification or have any query/concern,
kindly write to us at compliance@ambit.co , Website: - www.ambit.co;

Other registration details of Ambit Capital: SEBI Stock Broking registration number INZ000259334 (Trading Member of BSE and NSE); SEBI Depository Participant registration number IN-DP- 682-2022;
SEBI Research Analyst Registration Number - INHO00000313, Research Analyst. Enlistment No. 5020 CIN: U74140MH1997PTC107598.
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