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Housing and Urban Development Corporation Limited (“HUDCO”) was
incorporated on April 25, 1970. HUDCO is a wholly-owned Government
company with more than 46 years of experience in providing Loans for
Housing and Urban Infrastructure Projects in India. HUDCO has been
conferred the status of Miniratna (Category-I Public Sector Enterprise) by
the Government of India (“Gol”). The Company classifies their Housing
Finance Loans into Social Housing, Residential Real Estate and Retail
Finance, which is branded as HUDCO Niwas (collectively, “Housing
Finance”). Under HUDCO Niwas, the company provides financing to
individuals directly and bulk loans to State Governments, their agencies
and public sector undertakings (“PSUs”) for on-lending to their employees
and to other HFCs for on-lending to the general public. As at Dec.31, 2016,
Housing Finance loans accounted for 30.86% and Urban Infrastructure
Finance Loans and project linked bonds accounted for 69.14% of total loan
book of Rs. 364 bn.

HUDCO play a key role in various Governments’ schemes to develop the
Indian housing and urban infrastructure sectors, such as DAY-NULM,
JNNURM and PMAY-HFA (Urban), through the appraisal and monitoring of
projects.

With respect to Urban Infrastructure Finance, HUDCO make loans for
projects relating to: Water supply; Roads and transport; Power; Emerging
sectors, which includes SEZs, industrial infrastructure, gas pipelines, oil
terminals and telecom sector projects; Commercial infrastructure and
others, which includes shopping centres, market complexes, malls-cum-
multiplexes, hotels and office buildings; Social infrastructure and area
development; and Sewerage, drainage and solid waste management
(collectively, “Urban Infrastructure Finance”).

HUDCO enjoys a credit rating of “AAA” for long-term borrowings from each
of CARE, ICRA and IRRPL, which lowers the cost of borrowing. As at March
31, 2017, HUDCO met their funding requirements through the Equity
Shares issued to their Promoter and from market borrowings, including
Tax-free Bonds, Taxable Bonds, Deposits, Commercial Paper, Re-financing
assistance from the NHB and Term Loans. Company’s relationship with the
Government currently provides them with access to funds for a long-term
duration and at a lower cost of borrowing. It has also enabled them to
source foreign currency loans from bi-lateral and multi-lateral agencies,
which diversifies their lenders.

HUDCO has been profitable since it’s inception over 46 years ago, the profit
after tax of Rs.496.86 crore (consolidated), Rs.809.61 crore (consolidated),
Rs.768.32 crore and Rs.733.97 crore for the 9 months ended December 31,
2016 and Fiscals 2016, 2015 and 2014, respectively. As at December 31,
2016, HUDCO had a net worth of Rs.8908.26 crore (standalone). The CRAR
as at December 31, 2016 was 63.70%, all of which was Tier 1 capital,
compared to the minimum required CRAR of 12.00% and a minimum Tier
1 CRAR of 6.00%. Their sustained performance and profitability enabled
them to earn the Miniratna (Category-I Public Sector Enterprise) status,
which conferred to HUDCO in Fiscal 2005.

Investment rationale and recommendation

At the upper end of the price band of Rs. 60, the IPO is valued at 1.3x at
FY17E post issue Book Value which is cheap. There are no direct listed peers
when the Company is considered as a whole as it is catering mainly to state
governments for housing and infrastructure projects. With due
consideration to factors like a) HUDCO's key role in various Government’s
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Total op. income
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PAT
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P/BV(x)
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RoE (%)

May 08 - 11,2017

Offer for sale:
shares

204 mn equity

Rs. 12.09 bn)

Rs. 10

Rs. 56 — Rs. 60 per

share

Rs. 2 for retail investors and

employees

200 equity Shares & multiple of
200 equity shares thereafter

2001.9 mn equity shares at upper

end of price band

QIB: 50%

Retail: 35%

Non - Institutional: 15%

Rs. 112.1-120.1 bn

IDBI  Capital, ICICI Securities,

Nomura, SBI Capital Markets

Alankit Assignments Ltd.

Promoters - 89.8 % (post issue)
Public and others - 10.2% (post

issue)

18t May, 2017

19th May, 2017

IMFY17 FY16 FY15 FY14
11,694 | 14,428 | 16,525 13,012
10,213 | 12,497 | 14,437 11343

4,963 8,106 7,683 7,340
3.3 4.0 3.8 3.7
42 39 36 32
1.4 1.5 1.7 1.9
18 15 15.6 16

63.7 63.9 50.5 27.89
- 2.3 2.4 2.6
- 9.6 10 10.4

Source: RHP, Ajcon Research

schemes

issue.

to develop

the Indian housing and urban
infrastructure sectors, b) highest credit ratings, access to
diversified and lower-cost funding and ability to significantly
increase the borrowings in compliance with HFC directions,
c)established track record, profitable since inception and a
strong financial position, d)lending to state agencies with
zero default risk, e) pan - India presence and strong
relationships with State governments and their agencies, e)
decent asset growth with strong RoA of 2.3 percent augurs
well for the Company, we recommend “SUBSCRIBE” to the
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Objects of the issue

a) Offer for sale of 204,058,747 equity shares by Government of India as part of Disinvestment process constituting 10.19
percent of the Company’s pre-offer paid up equity share capital and to achieve the benefits of listing the equity shares
on the stock exchanges

Company and Promoters’ background

Housing and Urban Development Corporation Limited (“HUDCO”) was incorporated on April 25, 1970. HUDCO is a wholly-owned
Government company. The company was incorporated as “The Housing and Urban Development Finance Corporation Private
Limited” as a private limited company under the Companies Act, 1956. Subsequently, the name of the company was changed to its
present name, “Housing and Urban Development Corporation Limited” (“HUDCO”) on July 9, 1974. The company was notified as a
Public Financial Institution on December 9, 1996, by the Department of Company Affairs, Ministry of Finance, Gol. HUDCO is a
wholly-owned Government company. Further, the National Housing Bank (“NHB”) issued a certificate of registration to HUDCO on
July 31, 2001, permitting HUDCO to carry on the business of a housing finance institution.

Ravi Kanth Medithi, IAS (r), is the Chairman and Managing Director of the company. He has been associated with the company since
April 11, 2014. He has over 29 years of experience in public administration and has held various positions with government
organisations, including, the Projects and Development India Limited as its Chairman and Managing Director and the Nuclear Fuel
Complex, Department of Atomic Energy as its Deputy Chief Executive. He has also held various positions with the Gol, Government of
Kerala and the Government of the National Capital Territory of Delhi, including Principal Secretary to Government of Kerala and
Joint Secretary, Ministry of Power, Gol.
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Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking,
commodity and currency broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the
research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying and
interpreting information.

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number INHO00001170 under
SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade
in securities that the research analyst recommends within thirty days before and five days after the publication of a
research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, We and our affliates, officers, directors, employees and their
relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company mentioned in the research
report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon
Global Services Ltd. from doing so. This report is based on information obtained from public sources and sources believed to
be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and
information herein is solely for informational purpose and shall not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the
customers simultaneously, not all customers may receive this report at the same time. Ajcon Global Services Ltd. will not
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The
recipient should independently evaluate the investment risks. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Ltd. accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated
before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-
looking statements are not predictions and may be subject to change without notice. Ajcon Global Services Ltd. or its
associates might have managed or co-managed public offering of securities for the subject company or might have been
mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Ltd. or its analysts did not receive any compensation or other benefits
from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that Akash Jain - MBA (Financial Markets) or any other Research Analysts of this report has not received any
compensation from the company mentioned in the report in the preceding twelve months. Compensation of our Research
Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.
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Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not own
1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the
publication of the research report.

It is confirmed that Akash Jain - MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the
information presented in this report. Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in
market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to this report, hereby certify that
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. I also
certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view (s) in this report.

For research related queries contact:

Mr. Akash Jain - Vice President (Research) at research@ajcon.net, 022-67160431 (D)

CIN: L74140MH1986PLC041941
SEBI registration Number: INH000001170 as per SEBI (Research Analysts) Regulations, 2014.

Website: www.ajcononline.com

Corporate and Broking Division
408 - (4™ Floor), Express Zone, “A” Wing, Cello - Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway, Goregaon (East),
Mumbai - 400063. Tel: 91-22-67160400, Fax: 022-28722062

Registered Office:
101, Samarth, Off. Hinduja Hospital, 151 Lt. P.N. Kotnis Road, Mahim (West), Mumbai - 400016. Tel: 022-24460335/36/40
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