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Ashiana Housing Vs Everyone Else

Ashiana has out-performed its peers 10:1 in the last 10 years
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How does the real estate business work?

To summarise; (1) Buy Land, (2) Collect advance from customers, 

(3) pay for construction, (4) keep balance as profit

• Buy Land / JV with Land OwnerLand

• Sale to customers starts

• Customers pays 20% upfront 
Project Launch

• Building Plan ApprovalsApprovals

• Construction Begins

• Milestone linked payments by customers
Construction

• Collect final installment (5%) from customer

• Handover
Completion
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Perverse Incentive for the Developer

To summarize

• A well-run real estate operation needs negative capital employed 
(except for buying additional land)

• Balance of power is with the Developer as customer has already 
paid a large amount of his net worth before delivery

What is the perverse incentive for the developer?

• In a cyclical up-market, land prices appreciate fast, sales are also 
very buoyant

• Use the advance from customers to buy more land, launch more 
projects, accomplish more sales

“Grow faster than what your own resources allow you”
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Reputation of Real Estate Business in India

Source – Quora website - https://www.quora.com/In-what-different-ways-can-real-estate-builders-and-brokers-cheat-customers

https://www.quora.com/In-what-different-ways-can-real-estate-builders-and-brokers-cheat-customers
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Reputation of Real Estate Business in India

Source – Quora website - https://www.quora.com/In-what-different-ways-can-real-estate-builders-and-brokers-cheat-customers

https://www.quora.com/In-what-different-ways-can-real-estate-builders-and-brokers-cheat-customers
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Ashiana Housing – Business Model
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How does the Industry think about Land Bank?

Sobha Developers – Annual Report 2017
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How Ashiana thinks about Land Bank?

Ashiana Housing Annual Report 2011
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Ashiana Housing on Land Inventory

Ashiana Housing Annual Report 2011
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Land Bank – Blessing or Curse?

Land Multiple (Years) 2015 2016 2017

DLF Properties 75 yrs 60 yrs 53 yrs

Sobha Developers 32 yrs 30 yrs 27 yrs

Godrej Properties 40 yrs 40 yrs 45 yrs

Ashiana Housing 8 yrs 8 yrs 7 yrs

• Ashiana does not have capital tied-up in land banks

• This has a direct impact on financial leverage and 
operational flexibility
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Land Policy  Directly reflects in Debt Levels

Excess debt may even spiral the company into bankruptcy Eg Unitech
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Real Estate – Two types of Customers

• Amenities for comfortable living

• Convenience shopping, Hospitals 

• Nearby Schools – Kid education

• Community Living

• Convenient Location for office 
commute

• Good Quality Construction

• New road being constructed

• Fast developing locality

• Exclusive Amenities

• Exclusive neighbourhood

• Near to upcoming Office Complex 

• Pay 10% now and 90% on possession

Consumer (End-user) Investor
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Ashiana Housing’s Customer

Why Ashiana Housing does not pitch to investors?

• Though sales to investors happen faster in a real estate up-cycle, 
the end-user demand is always more consistent

• Every sale to a happy customer who stays in the Ashiana Property 
increases word-of-mouth publicity and brand credibility

• Brand Credibility & Reputation continues to positively impact 
sales & Business Performance 5-10-15 years down the line
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Sales Channel – NO Brokers

Words of Vishal Gupta, Whole-Time Director & Promoter

• “Customer touch-point is most crucial”

• “Everything else can be outsourced, not sales or customer 
service”

• “Every interaction with the customer is an opportunity to further 
enhance our brand”
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Customer Generation – Referral Sales

Ashiana Housing Annual Report 2013
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No Sales Incentives? What the Hell?

Ashiana Housing Annual Report 2013
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Accounting – Drives Management Behaviour?

• Revenue Recognition Policy – Real Estate Industry
• Percentage of completion method

• Leading real estate developer – Aggressive Accounting



Amey A Kulkarni 19Amey A Kulkarni Candor Investing

Accounting – A Strategic Advantage

• Revenue Recognition by Ashiana Housing
• On Project Completion
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Wealth Creation – Ashiana Housing

Ashiana has gone up more than 1000 times in the last 17 years

Is it still a BUY?
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Ashiana Housing – Key Metrics

Ashiana Housing FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15

Area 
Constructed
(Lac sft)

6 7 9 10 11 15 12 18 23

Area Booked 
(Lac sft) 4 7 5 7 14 18 19 22 18

PAT Margins (%) 28% 30% 23% 34% 40% 36% 23% 17% 26%

FY16 FY17 9MFY18

23 17 6

9 7 5

26% 24% 26%

• Ashiana Housing makes more profits for every additional sq. ft. of 
homes constructed

• A black swan event : Demonetisation in Nov-16 has made the sales 
velocity run over a cliff
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What is changing in the Industry?

Real Estate (Regulation & Development ) Act approved in 2016

• Real Estate will be regulated for the first time in India

Main Provisions of the Act
• No Sales without getting all required approvals 

• (building plan, environment, land, municipal etc)

• 70% of cash flows from the project to be kept in Escrow a/c and to be 
utilized only for that project (construction, FSI, statutory levies etc)

• No change in Development Plan without the consent of customers who 
have bought apartment in the real estate Project
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Likely impact on the Industry

• Consolidation – financial muscle power will become more 
important

• Brand Reputation – which already impacts sales velocity, even 
more so now

• Trade slow down after the Black Swan - Demonetisation 2016 
will wipe out many

• Joint Development - Local Developers/land owners will partner 
with bigger Developers of repute
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Growth Capital

Source – Company conference Call  transcript Q3FY18 
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Growth Capital

Ashiana Housing is aiming for growth and is partnering with the right 
people who can provide  patient capital
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Valuation – Ashiana Housing 

5 year average EBIDTA Rs 95 Crs

Enterprise Value* (Market closing price as on 09.03.2018) Rs 1409 Crs

Earnings Multiple (EV / 5-yr avg. EBIDTA) =1409/95 = 15

* Inventory in completed projects valued at 90% of average realization in last 7 quarters
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To summarize

A high quality real estate operation with

• Superior Business Model

• Debt / Equity <0.1 (across business cycles)

• Operating in a rapidly urbanizing country with 275 Mn families

• Favourable structural changes in the Industry

• Real Estate industry near its cyclical bottom

• Focused on cash flow rather than accounting profits

Available at a earnings multiple (EV/5-yr avg. EBIDTA) of 15 is a BUY



THANK YOU
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Valuation – Enterprise Value

Market Cap (09.03.2018) Rs 1614 Crs

Debt (31.12.2017) Rs 120 Crs

Cash & Equivalents Rs 58 Crs

Inventory in Completed Projects* 9.4 LSft = Rs 267 Crs

Enterprise Value (EV)
1614+120-58 -260
= Rs 1409 Crs

* Inventory in completed projects valued at 90% of average realization in last 7 quarters
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Promoter Shareholding 
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Managerial Remuneration
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