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Infra/Logistics/BM/Realty

BM outperform, Logistics/Infra in-line; Realty momentum sustains

Summary

+ In Q4FY2023, building materials companies saw a healthy beat on net profit as OPM exceeded
estimates driven by easing raw material costs and lower gas prices.

+ Logistics players reported largely in-line performance as weak demand and lack of pricing power kept
PAT flat y-o-y although outlook is improving. Infrastructure remained a mixed bag although order book
& revenue guidance for FY2024 remained intact.

+ Realestate players ended FY2023 on a strong note with pre-sales growth of over 50% y-o-y catapulted
by Oberoi and DLF. Strong launch pipeline & peaking out of interest rates remain key positives.

+ Preferred Picks - KNR Construction, PNC Infratech, Century Plyboards, Greenlam Industries, Supreme
Industries, APL Apollo, TCI Express, TCI Ltd., Mahindra Lifespaces, DLF, Oberoi Realty, Prestige Estates
and Macrotech Developers

For Q4FY2023, the building materials sector reported healthy beat on net profit (up 19.7% y-o-y)
led by better than expected OPMs (up 153 bps y-o-y) while net revenues were up 6.6% y-o-y. All
companies barring Hi-tech pipes saw OPMs expand g-o-q aided by easing raw material costs.
Excluding Pidilite, APL Apollo and Hi-tech pipes, all companies reported strong beat on net
earnings. The infrastructure sector reported mixed performance with PNC Infratech reporting a beat
on net earnings while KNR Construction lagged. However, KNR’s order book (2.4x TTM standalone
revenues) and PNC Infratech (3x) remained healthy and both retaining standalone revenue growth
guidance for FY2024. The logistics sector reported largely in-line performance with revenues (up
11.6% y-o-y), OPM (down 76 bps y-o-y) and net earnings (flat y-o-y). Weak domestic demand post-
festive season along with weak exports continued to impact the logistics sector’s ability to take
price hikes. However, companies witnessed green shoots in domestic and export demand post
Q4FY2023 with optimistic outlook on pricing environment for FY2024. Our real estate coverage
universe ended FY2023 on a strong note with pre-sales booking rising 1.5x y-o-y driven by over
2x y-o-y jump in pre-sales by Oberoi Realty (driven by Three sixty west project) and DLF (The
Arbour project). However, our universe of realty players (ex-IBREL) reported an 8%/-0.4%/36.8%
y-o-y revenue/operating profit/net profit growth which was below estimates on OPM and net profit
fronts. Realtors remain optimistic on demand as peaking out of interest rates is a key tailwind.

Building materials — Positive OPM surprise by most companies: The building materials sector
reported a 6.6% y-o-y revenue growth (Century, Supreme and Astral higher beat) led by a healthy
demand for both piping and wood panel companies. Further, excluding Pidilite and Hi-tech pipes,
all companies reported better-than-expected OPM (up 153 bps y-o-y). The wood panel and piping
companies benefitted from easing raw material prices leading to healthy volume growth and OPM
expansion. Century Plyboards, Greenlam, Supreme and Astral reported strong beat on OPMs. Hi-tech
reported anin-line performance while Pidilite lagged due to lower-than-expected OPM. Tile companies
benefitted from healthy domestic and exports demand coupled with lower gas prices. Consequently,
Kajaria reported better-than-expected performance. Overall, building materials positively surprised
on net earnings driven by healthy beat on OPMs in wood panel and piping companies.

Logistics stayed muted; infrastructure a mixed bag: The logistics sector reported largely in-line
performance with net revenues (up 11.6% y-o-y), OPM (down 76 bps y-o-y) and net profit (flat y-o-y).
Gateway Distriparks and TCIl Express reported better than expected net earnings despite weak
demand and poor pricing power. However, margin pressures remained y-o-y excluding Mahindra
Logistics and Gati, which saw OPM expansion due to a low base. The infrastructure sector reported
a mixed performance with PNC Infratech reporting beat on earnings while KNR lagged. Both KNR
and PNC Infratech ended FY2023 on a healthy order book of 2.4x and 3x TTM standalone revenues
respectively. Healthy order book and optimistic order intake expectations for FY2024 has led to both
companies retaining their FY2024 guidance.

Real Estate — Ends FY2023 on strong pre-sales booking: Our real estate coverage universe
(excluding Indiabulls Real Estate) reported 92% y-o-y jump (up 111% g-o-q) in residential pre-sales
booking for Q4FY2023, catapulted by strong performance by Oberoi (up 6.5x y-o-y) and DLF (up
3.1x y-0-y). However, Macrotech and IBREL registered a 12.5% y-o-y decline and 47.5% y-o-y decline
respectively. Overall, the sector ended FY2023 on a strong note with pre-sales booking growth
of 52% y-o-y (ex-IBREL). Realty universe (ex-IBREL) reported an 8%/-0.4%/36.8% y-o-y revenue/
operating profit/net profit growth which was lower on OPM and net earnings front. Realty companies
remain optimistic on the demand environment for FY2024 with peaking out of interest rates a key
tailwind for the sector.

Outlook and Valuation

We expect building materials sectors to benefit from a strong domestic demand environment and
improving exports. Lower raw material costs and gas prices provide room for OPM expansion. For
infrastructure, order inflows would be keenly looked at as upcoming general elections might lead
to lower tendering towards fag end of the current fiscal year. However, the companies strong order
book provide revenue visibility over the next two years. The logistics space is expected to benefit
from a pickup in economic activities and easing pricing pressure along with key structural triggers
playing out like GST, National Logistics Policy and PLI schemes, among others. The real estate sector
is expected to maintain healthy pre-sales growth momentum for FY2024 with strong launch pipeline
and peaking of interest rates providing a key tailwind for the sector.

Key risks

Macroeconomic weakness would lead to a lowering of companies’ earnings estimates and valuation
multiples

Leaders for Q4FY23: PNC Infratech, TCI Express, Century Plyboards, Greenlam Industries, Pidilite
Industries, Supreme Industries, Kajaria Ceramics, Astral, Prestige Estates, Macrotech Developers,
Sobha Ltd

Laggards for Q4FY23: KNR Construction, Gati, Transport Corporation of India, Mahindra Lifespaces,
Oberoi Realty, Puravankara,

Preferred Picks: KNR Construction, PNC Infratech, Century Plyboards, Greenlam Industries, Supreme
Industries, APL Apollo, TCI Express, TCl Ltd., Mahindra Lifespaces, DLF, Oberoi Realty, Prestige
Estates and Macrotech Developers.
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Q4FY2023 Result Snapshot
Sales (Rs. cr) OPM (%)

Coverage Q4 ‘ Q4 ‘ Q4 ‘ y-oy

FY23| FY22 FY22 (bps)

Construction

Active coverage

KNR Construction 830 766 8.3 -2.0 18.8 207 -194
PNC Infratech 2115 1,917 10.3 30.0 13.3 1.7 157
Total 2,945 2,684 9.7 19.0 14.8 14.3 55
Logistics

Gateway Distriparks 377 359 5.0 10.5 24.8 26.4 -167
Gati Limited 416 377 10.3 -5.8 27 0.9 183
Mahindra Logistics 1,273 1,089 16.9 -4.3 5.0 47 28
TCl Express 326 298 9.4 38 16.6 16.8 -24
Transport Corp of India 979 898 91 1.3 1.0 13.3 -226
Total 3,371 3,020 1.6 -0.7 9.8 10.6 -76

Building materials

Active coverage

Century Plyboards* 962 895 74 9.6 16.6 17.8 -120
Greenlam Industries 534 463 15.2 6.0 13.9 10.7 318
Pidilite Industries 2,689 2,507 7.3 -10.3 171 16.0 108
APL Apollo Tubes 4431 4,215 51 24 7.3 6.3 98
Hi-Tech Pipes 702 595 18.0 233 4.8 5.0 -21
Supreme Industries 2,598 2,557 1.6 12.4 18.5 15.3 318
Kajaria Ceramics 1,205 1102 9.4 10.4 14.6 151 -46
Astral Ltd 1506 1391 8.3 18.8 20.5 15.6 492
Total 14,627 13,725 6.6 4.9 13.8 12.2 153
Real Estate

Mahindra Lifespace 255 162 579 36.6 -10.7 -221 -
Oberoi Realty 961 823 16.8  -410 383 427 -437
DLF 1,456 1,547 -5.9 -2.6 274 238 360
Prestige Estates 2,632 2,400 9.6 13.6 259 20.8 510
Puravankara 389 296 316 -0.9 4.2 136 -948
Macrotech Developers 3,255 3,445 -5.5 83.5 237 26.3 -259
Sobha 1,210 731 65.4 394 9.6 27.9 -
Indiabulls Real Estate 108 253 572 -18.7 1.6 -3.2 -
Total 10,267 9,657 6.3 16.7 227 241 -142

Source: Company, Sharekhan Research *Consolidated financials

June 07,2023
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Valuations
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Revision in earnings estimates

Company

Infrastructure

KNR Constructions

PNC Infratech

Logistics
Gateway Distriparks

Gati Limited

Mahindra Logistics

TCI Express

Transport Corporation

of India
Building Materials

Century Plyboards

Greenlam Industries

Pidilite Industries

APL Apollo Tubes

Hi-Tech Pipes

Supreme Industries

Kajaria Ceramics

Astral Ltd.

June 07,2023

Change in
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Upwards

Upwards

Fine-tuned

Down-
wards /
Fine-tuned

Down-
wards /
Fine-tuned

Fine-tuned

Upwards

Upwards

We have cut our net earnings estimates for FY2024-FY2025,
factoring lower OPMs.

We have marginally increased our estimates for FY2024-FY2025
factoring higher execution run-rate.

We have fine-tuned our net earnings estimates for FY2024-FY2025.

We have downwardly revised our net earnings estimates for FY2024
and FY2025, factoring in delay in OPM expansion.

We have lowered our revenue estimates for FY2024-FY2025,
factoring downsizing of Key account leading to slower growth in
non-M&M business. FY2024 earnings downgrade is led by higher
depreciation and interest expenses.

We have fine-tuned our earnings estimates for FY2024-FY2025.

We have fine-tuned our earnings estimates for FY2024-FY2025.

We have increased our net earnings estimates for FY2024-FY2025,
factoring in higher volume growth in Plywood and MDF verticals.

We have increased our net earnings estimates for FY2024-FY2025,
factoring higher OPM in laminates due to softening of raw material
prices and sea freight costs

We broadly maintain our earnings estimates for FY2024 and
FY2025. We shall keenly monitor the moment in the key input prices
(including VAM) to make any revision in the earnings estimates

We have lowered our FY24 earnings estimate to factor lower margin
assumption and have fine-tune our FY25 earnings estimates.

We have lowered our net profit estimates for FY2024, factoring
the decline in steel prices, while we have largely maintained our
estimates for FY2025.

We have fine-tuned our estimates for FY2024-FY2025.

We have marginally increased our earnings estimates for FY2024-
FY2025E

We have increased our net earnings estimates for FY2024-FY2025,
factoring higher OPM.
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Revision in earnings estimates

Company
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Source: Company, Sharekhan Research;

We have lowered our earnings estimates for FY2024 factoring
weaker execution and have fine-tunes FY2025 estimates.

We have lowered our net earnings estimates for FY2024-FY2025,
factoring in lower OPM.

We have fine-tuned our estimates for FY2024-FY2025.

We have increased our net earnings estimates for FY2024-FY2025
factoring higher residential revenue bookings

We have lowered our net earnings estimates for FY2024-FY2025
factoring lower OPMs owing to increased overheads

We have lowered our estimates for FY2024-FY2025E, factoring in
the delay in project delivery.

We have lowered our earnings estimates for FY2024 factoring in
lower OPMs in both residential and contractual businesses and
have fine-tuned earnings estimates for FY2025.

We have lowered our earnings estimates for FY2024-FY2025
factoring cost overruns and lower profitability in existing projects.
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