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08th March, 2018

Resilience to continue

Sobha Ltd is a premium developer in South India focused primarily on the residential projects (luxury, semi luxury
apartments and villas which accounts for over 75% of its revenues) and contractual projects (offices and malls).

e (QBFY18 PAT grew by 35% YoY led by strong top-line growth and margin expansion in realty segment.

e Sales volume stood at 0.9msf (up 52% QoQ) owing to higher volumes from Bangalore.

e EBITDA margins improved by 220bps YoY to 19.9%.

e Improving launch pipeline, gain in market share and reducing dependence on Bengaluru market are key positives.

e Well placed to benefit from structural reforms in the sector which is expected to provide a level playing field for
organised developers.

e Given it's well-diversified land bank, strong cash flow and relatively stable core market, quality management and
steady cash flow in contractual business, we continue to maintain our positive view on Sobha.

e  Weroll forward to FY20E and value Sobha at P/BV of 1.8x with a Target Price of Rs604 with an Accumulate rating.

Company Background

Sobha Ltd is a premium developer in South India, focused primarily on the residential market, which accounts for over
75% of its revenues. Its residential projects include luxury & super luxury apartments, semi-luxury apartments, villas, row
houses, residential apartments, and plotted developments and contractual projects include offices and malls. Sobha is a
Bangalore based player (37% of its land bank is in Bangalore), Chennai (17%) and Cochin (22%) are the other major cities in
which it has a sizeable land bank.

Investment Rationale

Sales volumes grew by healthy 18% QoQ...

Q3FY18 revenue grew 27.5% YoY, owing to strong growth in the Real Estate development business (+50.8% YoY), but was
partly negated by a decline in the Contracting segment (-10.2% YoY). Sobha’s sales volumes grew robustly by 52% YoY and
8.4% sequentially to 0.93 million square feet (msf) led by two new launches viz. ‘Sobha HRC Pristine” in Bengaluru and
‘Sobha Silver Estate” in Thrissur. The Bengaluru market continued to perform strongly with 5.1% QoQ growth to 0.64 msf.
Sobha witnessed good traction in the Kochi market where it managed volumes of 109704 sq ft (vs. 63075 sq ft in Q2FY18).
The management believes the demand scenario is steadily improving with RERA implementation.

Profitability robust...

Net profit grew robustly by 35.5% YoY to Rs53.4 crore. Net profit increased largely led by higher revenues and expansion
of EBITDA margin by 60bps to 19.9%, decline in other expenses and lower tax outgo. The average realisation was
Rs6541/sq ft which was up by 8% and the total collections were INR6.7bn (up 9% YoY).

Contractual division orderbook strong at Rs.1470 crore...

With order inflows worth Rs522 crore from the LuLu Group and Biocon in 9MFY18, Sobha’s contractual order book is
strong at Rs1470 crore, 2x its TTM contractual division revenues, showing strong revenue visibility. Despite strong order
accretion and a robust order book, given the high base, we expect contractual revenues to grow moderately at 6.4% CAGR
to Rs 859 crore in FY17-19E.
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Debt to decline...

Net debt stood at Rs 23.3bn (vs 22.8bn in 2QFY18) largely due to share buyback of ~INR620mn during the quarter. Further,
Sobha incurred Rs 71mn capex on commercial assets during 3QFY18 (9MFY18 - Rs 202mn vs Rs 128mn during IMFY17).
Sobha has been generating positive cash flow (post interest and tax expenses) for the past 10 quarters. Going ahead,
management will continue to look for opportunistic land buys in the post RERA environment while maintaining close
watch on cash flows and leverage levels. Management believes that D/E has peaked and expects it to fall going ahead.

Outlook &Valuation

We expect Sobha’s cash flow to improve driven by robust new sales momentum. We continue to maintain positive view on
given Sobha’s strong operational parameters like cash flow/volume off-take, launch of planned projects, a relatively stable
core market and balance sheet improvement. We roll forward to FY20E and value Sobha at P/BV of 1.8x with a Target Price
of Rs604 with an Accumulate rating.
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Investment Rating Criteria

Large Cap Stocks; Mid Cap and Small Cap;

Buy - Upside is above. Buy - Upside is above 15%

Hold - Upside is between 0% - 10%. Accumulate - Upside is between 10% - 15%.

Reduce - Downside is more than 0%. Hold - Upside is between 0% - 10%.

Neutral - Not Applicable Reduce/Sell - Down side is more than 0%.
Neutral - Not Applicable

To satisfy regulatory requirements, we attribute ‘Accumulate” as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is
possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating.

For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. Please note that the stock always carries the risk of being
upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Neutral- The analyst has no investment opinion on the stock under review.

General Disclosures and Disclaimers
CERTIFICATION

I, ANIL R, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the subject
issuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

COMPANY OVERVIEW

Geojit Financial Services Limited (hereinafter Geojit), a publically listed company, is engaged in services of retail broking, depository services, portfolio
management and marketing investment products including mutual funds, insurance and properties. Geojit is a SEBI registered Research Entity and as such
prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and
Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives,
instructions or guidelines issued by the Regulators from time to time.

DISTRIBUTION OF REPORTS

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any
other person. Geojit will not treat the recipients of this report as clients by virtue of their receiving this report.

GENERAL REPRESENTATION

The research reports do not constitute an offer or solicitation for the purchase or sale of any financial instruments, inducements, promise, guarantee,
warranty, or as an official confirmation of any transaction or contractual obligations of any kind. This report is provided for assistance only and is not
intended to be and must not alone be taken as the basis for an investment decision. The information contained herein is from publicly available data or other
sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. We have also reviewed the
research report for any untrue statements of material facts or any false or misleading information. While we endeavor to update on a reasonable basis the
information discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so.

RISK DISCLOSURE

Geojit and/or its Affiliates and its officers, directors and employees including the analyst/authors shall not be in any way be responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. Investors may lose his/her entire investment
under certain market conditions so before acting on any advice or recommendation in these material, investors should consider whether it is suitable for their
particular circumstances and, if necessary, seek professional advice. This report does not take into account the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. The user assumes the entire risk of any use made of
this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in
the securities of companies referred to in this report (including the merits and risks involved). The price, volume and income of the investments referred to in
this report may fluctuate and investors may realize losses that may exceed their original capital.

FUNDAMENTAL DISCLAIMER

We have prepared this report based on information believed to be reliable. The recommendations herein are based on 12 month horizon, unless otherwise
specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium
term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The
stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed are subject to change but we have no
obligation to tell our clients when our opinions or recommendations change. This report is non-inclusive and does not consider all the information that the
recipients may consider material to investments. This report is issued by Geojit without any liability /undertaking/commitment on the part of itself or any of
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its entities. We may have issued or may issue on the companies covered herein, reports, recommendations or information which is contrary to those contained
in this report.

The projections and forecasts described in this report should be evaluated keeping in mind the fact that these are based on estimates and assumptions and
will vary from actual results over a period of time. The actual performance of the companies represented in the report may vary from those projected. These
are not scientifically proven to guarantee certain intended results and hence, are not published as a warranty and do not carry any evidentiary value
whatsoever. These are not to be relied on in or as contractual, legal or tax advice. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice.

URISDICTION

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies
mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries.
Distributing/ taking/sending/ dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose
possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a
violation of any foreign jurisdiction laws. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign
currencies effectively assume currency risk.

REGULATORY DISCLOSURES:

Geojit's Associates consists of privately held companies such as Geojit Technologies Private Limited (GTPL- Software Solutions provider), Geojit Credits
Private Limited (GCPL- NBFC Services provider), Geojit Investment Services Limited (GISL- Corporate Agent for Insurance products), Geojit Financial
Management Services Private Limited (GFMSL) & Geojit Financial Distribution Private Limited (GFDPL), (Distributors of Insurance and MF Units).In the
context of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a
stock market intermediary, we issue research reports /research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that no
disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader
before making an investment decision:

1. Disclosures regarding Ownership*:

Geojit confirms that:
(i) It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
(ii) It/its associates have no actual beneficial ownership greater than 1% in relation to the subject company (ies) covered herein.

Further, the Analyst confirms that:
(@) he, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material
conflict in the subject company.

(ii) he, his associates and his relatives have no actual/beneficial ownership greater than 1% in the subject company covered
2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject
company (c) Have not received any compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have
not received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company
(e) Have not received any compensation or other benefits from the subject company or third party in connection with the research report (f) The subject
company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services
or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:
It is affirmed that I, ANIL R, Research Analyst(s) of Geojit have not served as an officer, director or employee of the subject company

5. Disclosure regarding Market Making activity:

Neither Geojit/its Analysts have engaged in market making activities for the subject company.

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and
Exchange Board of India before investing.

Digitally signed by ANIL R
Date: 2018.03.08 18:14:27
+05'30'

Geojit Financial Services Ltd. (formerly known as Geojit BNP Paribas Financial Services Ltd.), Registered Office: 34/659-P, Civil Line Road, Padivattom,
Kochi-682024, Kerala, India. Phone: +91 484-2901000, Fax: +91 484-2979695, Website: geojit.com. For investor queries: customercare@geojit.com, For
grievances: grievances@geojit.com, For compliance officer: compliance@geojit.com.

Corporate Identity Number: L67120KL1994PLC008403, SEBI Regn.Nos.: NSE: INB/INF/INE231337230 I BSE:INB011337236 & INF011337237 | MSEI:
INE261337230, INB261337233 & INF261337233, Research Entity SEBI Reg No: INZ000104737, Investment Adviser SEBI Reg No: INA200002817, Portfolio
Manager:INP000003203, NSDL: IN-DP-NSDL-24-97, CDSL: IN-DP-CDSL-648-2012, ARN Regn.Nos:0098, IRDA Corporate Agent (Composite) No.: CA0226.
Research Entity SEBI Registration Number: INZ000104737
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