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Arihant Capital Markets Ltd

Arihant Superstructures Ltd (ASL) revenue stood at INR 89cr (+5.6%
YoY/+26.1% QoQ) vs our estimates of INR 122cr however, sales value
stood at INR 235cr (85.8% YoY) beats our estimates of INR 197cr. EBITDA
stood at INR 18cr (+22.9% YoY/+11.6% QoQ) vs our estimates of INR
26c¢r, EBITDA Margin expanded to 293bps to 20.8% vs 17.8% in Q1FY22.
The EBITDA Margin improvement mainly due to lower raw material cost
in terms of sales. In Q1FY23, raw material cost in terms of sales stood at
61.5% vs 64.9% in Q1FY22. PAT stood at INR 11cr (+29.2% YoY/+8.3%
QoQ) vs our estimates of INR 16cr. PAT Margin expanded by 219bps to
12% vs 9.8% in Q1FY22.

The company sold 533 units (+119.3% YoY) in Q1FY23 vs 243 units in
Q1FY22, which shows strong sales momentum despite interest rate
hikes. The volumes stood at 4.05 lakh sq.ft (84.1% YoY) in Q1FY23 vs 2.2
lakh sq.ft in Q1FY22. The sales value stood at INR 234.8cr (85.8% YoY) in
Q1FY23 vs INR 126.4cr in Q1FY22. The collections stood at INR 110.6cr
(17.7% YoY) in Q1FY23.

Key Highlights

Arihant Aakarshan project witnessed strong bookings: The company has
launched new project Arihant Aakarshan at Taloja in Q1FY23 in the
affordable housing segment. The company has received overwhelming
response, out of 439 units, the company has booked 266 units in 2
months of time which reflects strong trust in the brand and continuing
sales momentum. The company has sold 1 BHK flat at a price of INR
28.75 lakhs.

Exploring into new micro markets: In the MMR region, the company has
entered the new market of Titwala by acquisition of 10,660 sq meters of
land in the affordable housing segment. Shil-Phada is one of the largest
markets in MMR regions in terms of supply. The company has entered
into a project through asset light model (Joint Development) for a 15,980
sq meters plot at Shil-Phata. The Titwala and Shil-Phata projects have
~8.2 lakh sq.ft with Gross Domestic Value of ~INR 420cr.

Focused to deliver more than 1,000 units on yearly basis: The company
has delivered between 700 to 900 units in past years and most of the
projects were under construction stage in FY22 and expected significant
deliveries going forward. The company has focused to delivery 1,000 to
1,200 units on yearly basis by next 2 to 3 years.

Outlook & Valuation: Arihant Superstructures Ltd has achieved healthy
sales units, sales bookings and collections. The company have revenue
potential of more than INR 7,500cr which is including upcoming new
launches, utilization of funds allocation to new multiplier projects,
margin protection through appropriate price hikes, easing of commodity
prices led to recovery in margins, gaining market share from micro
markets and free cash flows from existing & new projects which is
expected to create value going forward. We have a BUY rating at a
Target Price of INR 296 per share based on DCF; an upside of 73.9%.
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_ Arihant Superstructures Ltd

Q1FY23 Results

Income statement summary

Particular (INR cr) Q1FY22 Q4FY22 Q1FY23 YoY (%) QoQ(%)
Revenue 84 71 89 5.6% 26.1%
Net Raw Materials 55 34 55 0.1% 59.1%
Employee Cost 4 5 4 23.1% -8.7%
Other Expenses 11 15 11 3.4% -23.3%
EBITDA 15 17 18 22.9% 11.6%
EBITDA (%) 17.8% 23.4% 20.8% 293 bps -269 bps
Depreciation 0.5 0.4 0.5

Interest expense 5 5 5

Other income 04 0.7 0.6

Exceptional ltems - - -

Profit before tax 10 12 14 44.7% 19.6%
Taxes 1 2 3 145.5% 85.3%
PAT ] 10 11 29.2% 8.3%
PAT Margin (%) 9.8% 14.0% 12.0% 219 bps -197 bps
Minorities and other 0 1 2

Other Comprehensive

income - (0) -

Net profit 8 9 9

Net Profit Margin (%) 9.3% 13.1% 9.8% 55 bps -328 bps
EPS (INR) 2 2 3

Source: Company Reports, Arihant Capital Research

Concall Highlights

>

The affordable and mid income projects under pipeline for launches,
consists of 2 mn sq ft area, 2,734 units having revenue potential of more
than INR 1,000cr.

Total average cost is around INR 3,800/sq ft. Out of this construction cost is
around INR 2,850/sq ft, Land cost is around INR 300/sq.ft Admin expenses is
around INR 200/sq ft and remaining from others. The average sales cost is

INR 5,500/sq ft or more.

The company has experienced 14% conversion rate in Taloja and expected
the same rate going forward. The visitors are continuously increasing.

The company has been campaigning through agencies to generate leads
across the social media platforms.

The company focused deliver 1,000 to 1,200 units per year for next 2 to 3
years.

The largest markets in MMR regions, Shilphata, Panvel, Thane and Kalyan
are having maximum supply.

Shilphata is the largest micro market in mid income segment.
The company focused to grow 40% to 50% across all the verticals by FY23.

The sales team has tripled in two years of time and pre sales ramped up
substantially.
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Arihant Superstructures Ltd

Exhibit 1: 97% of portfolio consists of affordable and mid income.

Exhibit 2: Well diversified in micro markets.

Categoty-wise portfolio mix

Area-wise portfolio mix

Vashi
High Income 3%
Group (>INR Kharghar/Taloja
10,000/sq.ft) 26%
3% Outer MMR
27%
Mid Income
Group (INR
5,000-
10,000/3q.ft) Affordable (<INR
a7 5,000/5q.ft)
60%
Jodhpur Panvel
20% 24%
Exhibit 3: Units sold has been more than 2x in 2 years. Exhibit 4: Area sold has been more than 2xin 2 years.
M Units Sold (No) H Area Sold (Lakh sq.ft)
1,628 15.0 4 13.8
1,500 -
12.0
1,200 8.7
934 9.0
900 - 710 6.3
6.0 -
600 >33 a1
300 3.0 A
FY20 Fy21 FY22 Q1FY23 FY20 FY21 FY22 Q1FY23
Exhibit 5: Value of sales has been ~3x in 2 years. Exhibit 6: continuous improvement on realization.
M Value of Sales (INR cr) M Average sales rate (INR/sq.ft)
5,727
6,000 5,536 ’
800.0 - 764.0
5,000 - 4,601
4,203
600.0 - 4000 1
400.3
400.0 3,000 -
264.8 234.8 2,000 -
200.0
1,000 -
FY20 Fy21 FY22 Q1FY23 FY20 FY21 FY22 Q1FY23

Source: Company Reports, Arihant Capital Research
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_ Arihant Superstructures Ltd

Sales Bookings

Sales Booking (INR cr)
Company Projects FY23E FY24E FY25E FY26E FY27E FY28E FY29E Total

4 Anaika 3 - - - - - - 3

Anchal 46 73 98 132 140 141 61 690

Aarohi 15 - - - - - - 15

ASL Adita 31 23 12 - - - - 67
Arshiya 37 48 70 74 51 35 14 328

Akarshan 136 247 267 116 - - - 767

Kalyan 58 128 142 114 40 - - 482

5 Anaika 76 20 - - - - - 96

Vatika  Aalishan 164 137 109 82 - - - 492
Anmol 28 28 23 16 - - - 96

Advika 179 189 185 52 - - - 605
Aashiyana Amisha 35 38 31 - - - - 103
Aloki 34 14 13 5 - - - 66

Aspire 243 310 441 422 297 228 101 2,042

Abode Palaspe - - 131 213 158 158 80 741
Total 1,085 1,254 1,521 1,227 687 562 257 6,593

Source: Company, Arihant Capital Research

Launches Pipeline

. . . ) Revenue

Project Location Category Tmeline No of Units Area (sq ft) Potential (INR cr)
Aakarshan Taloja Affordable Q1-FY23 439 266,378 135
Amisha Taloja Affordable Q2 -FY23 140 100,464 45
Aayan Titwala  Affordable Q2 -FY23 200 145,044 160
Aaradhya Kalyan Affordable Q2 -FY23 440 302,524 151
Aakarshan Taloja Affordable Q2 -FY23 206 147,050 76
Aspire Panvel Mid-Income Q3 -FY23 370 374,755 274
Anmol Badlapur Affordable Q3 -FY23 178 129,084 52
Arshiya Khopoli  Affordable Q3 -FY23 138 120,000 40
Aloki Karjat Affordable Q4 -FY23 198 152,769 52
Avanti Shilphata Mid-Income Q4 -FY23 425 340,000 204
Total 2,734 2,078,068 1,189

Source: Company, Arihant Capital Research
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_ Arihant Superstructures Ltd

DCF Valuation

Valuation Assumptions Valuation Data WACC
g (World Economic Growth) 3% Total Debt (long term borrowings) (2022) 175 We 80.0%
Rf 7% Cash & Cash Equivalents (2022) 15 wd 20.0%
Rm 13% Number of Diluted Shares (2023) 4 Ke 13.2%
Beta 1.04  TaxRate (2023) 26%  Kd 7.4%
CMP 170 Interest Expense Rate (2023) 10% WACC 12.1%

MV of Equity 700

Total Debt 175

Total Capital 875

FCFF & Target Price

FCFF & Target Price Linear Decline Phase Terminal Yr
Year 2023 2024 2025‘ 2026 2027 2028 2029 2030 2031 2032 2033
EBIT * (1-Tax Rate) 86 176 235 215 164 125 100 85 76 72 71 73
Dep 3 3 3 3 3 4 3 2 2 2 2 2
Purchase of Assets (2) (2) (2) (2) (2) (2) (1) (1) (1) (1) (1) (1)
Changes in Working Capital 87 29 122 (100) 91 16 34 29 26 25 24 25
FCFF 173 206 358 116 257 143 136 115 103 97 96 98
Terminal Value 1,086
Total Cash Flow 173 206 358 116 257 143 136 115 103 97 1,181
Enterprise Value (EV) 1,377
Less: Debt 175
Add: Cash 15
Equity Value 1,217

Equity Value per share (INR) 296

% Returns 73.9%
Rating _BUY

Sensitivity Analysis

Terminal Growth (%)

296 2.0% 2.3% 2.5% 2.8% 3.0% 3.3% 3.5% 3.8% 4.0%
11.1%| 309 312 315 319 322 326 331 335
11.4%| 302 305 308 311 315 319 322 327 331
11.6%| 296 299 301 305 308 311 315 319 323
11.9%| 290 292 295 | 298 301 304 |308 311 315
12.1%| 284 287 289 | 292 295 298 | 301 304 307
12.4%| 279 281 283 | 286 288 291 | 294 297 300
12.6%| 273 276 278 280 283 285 288 291 294
12.9%| 268 270 272 275 277 279 282 285 287
13.1% 267 269 272 274 276 279 281

WACC (%)

Source: Company Reports, Arihant Capital Research
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Relative Valuation

Sunteck Realty Ltd 24x  2.4x NA NA

DLF Ltd 25x 24x 13x 2.1x
GR Infraprojects Ltd 25x  24x 2.0x NA

Macrotech Developers Ltd 45x 40x 35x 33x
Mahindra Lifespace Developers Ltd 37x 35x 33x 33x
Oberoi Realty Ltd 32x 28x 25x 2.1x
Prestige Estates Projects Ltd 1.8 x 1.9x 1.7 x 1.6 x
Sobha Ltd 26x 23x 21x 1.8x
The Phoenix Mills Ltd 34x 31x 29x 25x
Maximum 45x 40x 35x 3.3x
75th Percentile 3.4 x 31x 3.0x 2.9x
Median 26x 24x 23x 21x
25th Percentile 2.5x 2.4 x 1.9x 2.0x
Minimum 18x 19x 13x 16x
Arihant Superstructures Ltd 39x 3.0x 18x 1.2x

Source: Bloomberg estimates, Arihant Capital Research

Exhibit 7: Relative valuation based on price to book value and DCF.

Valuation Range Per Share INR 280 - 320
Valuation

Target Price-DCF .

P /B (Fwd-3)
Min

[ 25%ile

M Median

P /B (Fwd-1)

P /B (TTM)

T T T T T 1

- 100 200 300 400 500 600

Source: Company Reports, Bloomberg estimates, Arihant Capital Research
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_ Arihant Superstructures Ltd

Financial Statements

Income statement summary

Y/e 31 Mar (Rs cr) FY18 FY19 FY20 FY21 FY22 FY23E FY24E

Arihant Capital Markets Ltd

Revenue

Net Raw Materials
Employee Cost
Other Expenses
EBITDA

EBITDA %
Depreciation
Interest expense
Other income

Share of profits associate & JV

Profit before tax
Taxes
PAT

Minorities and other

Net profit
EPS

188
112
13
26
37

19.8%

(1)

(15)

1
22
(7)
15
(2)
13

3

239 233 270 331
144 155 183 197
14 13 12 16
28 23 28 48
53 43 48 70

22.3% 18.4% 17.8% 21.1%
@ @ @ @
(32) (30) (28) (21)

4 5 2 2
23 16 20 48
@ 6 @ O
18 11 16 4
(50 (6 (5 (0
13 5 1 a4
3 1 310

565
363
28

55
118
20.9%
(3)
(34)

2

83
(22)
61

61

15

1,076
667
56
112
241
22.4%
(3)
(35)

2

205
(53)
152
152
37

Source: Company reports, Arihant Capital Research

Balance sheet summary

Y/e 31 Mar (Rs cr) FY18 FY19 FY20 FY21 FY22 FY23E FY24E

Equity capital 41 41 41 41 41 41 41
Reserves 76 80 86 98 137 199 350
Net worth 118 121 127 139 178 240 392
Minority Interest - - - 25 25 - -
Provisions 6 7 1 1 1 0 1
Debt 305 410 409 299 309 374 414
Other non-current liabilities 0.1 - - - - - -
Total Liabilities 428 538 537 463 512 614 806
Fixed assets 10 11 9 9 9 9 8
Other Intangible assets 0.1 0.1 0.0 0.0 0.0 0.0 0.0
Investments 52 40 42 43 45 40 54
Other non current assets - 0.0 0.1 0.2 0.2 0.6 1.1
Deferred tax asset (net) (1) - - - - - -
Net working capital 189 317 270 197 217 130 101
Inventories 361 422 388 355 447 597 1,005
Sundry debtors 51 28 35 26 60 70 118
Loans & Advances 3 20 25 5 12 11 22
Other current assets 21 34 33 38 40 70 124
Sundry creditors (38) (40) (83) (53) (62) (98) (183)
Advance from Customers (200) (144) (144) (170) (277) (509) (968)
Other current liabilities & Prov (10) (3) (3) (3) (3) (11) (16)
Cash 12 15 11 12 15 82 29
Other Financial Assets 8 0 10 3 6 14 22
Land 158 155 193 199 219 339 592
Miscelleneous Exp

Total Assets 428 538 537 463 512 614 806
Source: Company reports, Arihant Capital Research
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_ Arihant Superstructures Ltd

Financial Statements

Cashflow summary

Y/e 31 Mar (Rs cr) FY18 FY19 FY20 FY21 FY22 FY23E FY24E

Profit before tax 22 23 16 20 48 83 205
Depreciation 1 2 2 2 2 3 3
Tax paid 7 @ 6y @) (7)) (22) (53)
Working capital A (189) (128) 46 74  (20) 87 29
Operating cashflow (173) (108) 59 91 23 151 184
Capital expenditure (11) (3) (1) (1) (2) (2) (2)
Free cash flow (184) (111) 58 920 21 149 182
Equity raised 103 (12) (5) (4) (2) - -

Investments (52) 11 (2) (1) (3) 6 (14)
Others (166) 11  (47) 1 (24) (128) (261)
Debt financing/disposal 305 105 (0) (86) 10 40 40
Dividends paid - (2) - - - - -

Other items 6 1 (7) 0 (0) (0) 0
Net A in cash 12 3 (3) 1 3 68 (54)
Opening Cash Flow - 12 15 11 12 15 82
Closing Cash Flow 12 15 11 12 15 82 29

Source: Company reports, Arihant Capital Research

Ratio analysis

Y/e 31 Mar (Rs cr) FY18 FY19 FY20 FY21 FY22 FY23E FY24E

Growth matrix (%)

Revenue growth 27.3% -2.5% 15.8% 22.5% 70.7% 90.4%
Op profit growth 43.5% -19.5% 11.7% 45.1% 69.5% 104.1%
Profitability ratios (%)

OPM 19.8% 22.3% 18.4% 17.8% 21.1% 20.9% 22.4%
RoCE 57% 9.2% 6.0% 7.8% 12.8% 15.7% 25.1%
RoNW 12.5% 15.4% 8.9% 11.9% 26.1% 29.4% 48.0%
RoA 34% 34% 2.0% 34% 8.1% 10.0% 18.8%
Per share ratios (INR)

EPS 3.6 4.5 2.7 3.8 101 14.9 36.9
Dividend per share - 0.6 - - - - -
Cash EPS 3.9 4.9 32 43 105 155 37.5
Book value per share 286 294 30.8 33.7 433 583 95.1
Valuation ratios (x)

P/E 47.8 38.2 63.7 445 169 114 4.6
P/CEPS 43.8 34.7 53.7 394 162 109 4.5
P/B 6.0 5.8 5.5 5.0 3.9 2.9 1.8
EV/EBIDTA 253 19.7 245 19.6 13.6 8.1 4.3
Payout (%)

Dividend payout 0.0% 13.5% 0.0% 0.0% 0.0% 0.0% 0.0%
Tax payout 33.9% 19.3% 29.2% 21.4% 14.7% 26.0% 26.0%
Liquidity ratios (days)

Debtor days 99 60 50 41 a7 42 32
Inventory days 1,173 990 955 742 743 525 438
Creditor days 91 77 99 95 80 65 61
Leverage ratios

Interest coverage 2.4 1.6 1.4 1.6 3.2 3.4 6.7
Net debt / equity 249 3.26 314 207 165 1.21 0.98
Net debt / op. profit 7.86 7.40 9.25 597 422 247 1.60

Source: Company reports, Arihant Capital Research
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Story in Charts

Exhibit 8: Revenue is expected to reach 3x backed by strong sales. Exhibit 9: Growth in EBITDA & PAT levels
mmm— EBITDA (INR cr) PAT (INR cr)
mmmmm Net Revenue (INR cr) e Grow'th (%)
1200 - 300 1 28%
- 120.0% :
250 - 22.4%
21.1% 20.9% 0 r24%
900 -
- 90.0% 20%
16%
600 -
L 60.0% 12%
- 8%
300 - - 30.0%
4%
0 - - - - - 0.0% o “ ~ w w 0%
FY20 F21 FY22 FY23E FY24E N IS I & &
e b
Exhibit 10: Return ratios to be improve Exhibit 11: Cash flows to be improve
50% - ®RoCE (%) ®ROE (%) = RolC (%) 200 - WFCF (INRcr) ™ CFO (INR cr)
180
40% -| 160 4
140
30% 120 -
100
20% 20
60 -
10% 20 |
20 -
FY20 Fy21 Fy22 FY23e FY24e FY20 FY21 FY22 FY23E FY24E
Exhibit 12: Working capital days to be improve Exhibit 13: Working capital management would continue.
W Working capital days M Inventory days M Creditor days Debtor Days mmmmmm \Working capital ex-cash (INR cr) e \C as % sales
1200 - 1,200 - 203% - 240%
1,000 - - 200%
1000 -
800 - 134% - 160%
800
600 - F120%
600 - 85%
400 - % L 80%
400
200 - - 40%
200 -
0 - - - - - - 0%
0 - c < a A g
> > > o~ ~
FY20 FY21 FY22 FY23E FY24E = = o z z

Source: Company Reports, Arihant Capital Research
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Stock Rating Scale Absolute Return
BUY >20%
ACCUMULATE 12% to 20%

HOLD 5% to 12%
NEUTRAL -5% to 5%
REDUCE -5% to -12%

SELL <-12%
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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