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Strong sustenance sales

Sobha clocked overall pre-sales of ~INR19bn (up 61% YoY) in Q2FY26
despite the company launching just one project during the quarter.
Collections rose 49% YoY to INR20.5bn. H1FY26 pre-sales/collections
surged 34%/31% YoY. The company is targeting launching 8—9msf
projects (1.65msf in H1FY26) and pre-sales of INR85bn (INR39.8bn in
H1FY26) in FY26E. Sobha generated ~INR635mn net cashflows in
Q2FY26 and boasts negative net debt to equity of ~0.16x.

As highlighted in our report Making sense of housing cycle,
Bengaluru can still deliver volume growth. We expect Sobha’s sales to
improve going ahead, riding better geographical diversification; retain
‘BUY” with a TP of INR1,883 on a par with Q2FY28E NAV.

KEY DATA
Rating BUY
Sector relative Neutral
Price (INR) 1,520
12 month price target (INR) 1,883
52 Week High/Low 1,830/1,075
Market cap (INR bn/USD bn) 163/1.8
Free float (%) 48.2
Avg. daily value traded (INR mn) 315.2
SHAREHOLDING PATTERN
Sep-25 Jun-25 Mar-25

Promoter 52.88% 52.88% 52.88%

Fll 6.41% 8.09% 8.91%

DIl 26.04% 24.62% 23.98%

Pledge 0% 0% 0%
FINANCIALS (INR mn)
Year to March FY25A FY26E FY27E FY28E
Revenue 40,387 41,477 53,485 63,519
EBITDA 2,943 3,013 4,257 6,441
Adjusted profit 947 1,544 2,335 3,750
Diluted EPS (INR) 10.0 14.4 21.8 35.1
EPS growth (%) 88.2 4.6 51.2 60.6
ROAE (%) 2.7 33 4.9 7.4
P/E (x) 152.2 105.3 69.6 43.3
EV/EBITDA (x) 52.9 53.0 379 24.6
Dividend yield (%) 0.2 0.2 0.2 0.2
CHANGE IN ESTIMATES

Revised estimates % Revision
Year to March FY26E FY27E FY26E FY27E
Revenue 41,477 53,485 0% 0%
EBITDA 3,013 4,257 0% 0%
Adjusted profit 1,544 2,335 0% 0%
Diluted EPS (INR) 14.4 21.8 0% 0%
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Pre-sales rise YoY in Q2FY26

During Q2FY26, Sobha clocked new sales of ~1.4msf (up 50% YoY); pre-sales
(company’s share) at ~INR15.4bn expanded 56% YoY. Average realisation at
~INR13,650/sft rose 8% YoY. The share of Bengaluru in pre-sales by value surged to
70% in Q2FY26 (58% in FY25), aided by good sustenance sales in the Sobha Townpark
project. H1FY26 pre-sales came in at INR39.8bn—its highest-ever half yearly sales
from selling ~2.8msf (up 34% YoY). For FY26E, Sobha has guided for pre-sales of
INR85bn. Collections rose 49% YoY to ~INR20.5bn in Q2FY26.

Launches decline sequentially

Sobha launched one project spanning ~0.03msf in Q2FY26 as approval issues
resurfaced in Bengaluru (refer Bengaluru steady amid tech turbulence). It has a
robust launch pipeline of ~16.7msf with GDV of ~INR230bn, which it expects to
launch over the next six—eight quarters. Sobha plans to launch ~8msf of projects in
the rest of FY26E. It is targeting the launch of 8-9msf projects in FY26E including
Sobha Magnus in Bengaluru, two projects in Gurugram, one in Greater Noida, one in
the MMR among others in H2FY26. Furthermore, the company has ~10msf of unsold
inventory worth ~INR160bn. In addition, the company is working on ~24msf projects
beyond the launch pipeline. Management expects the next leg of sales growth to be
driven by volumes rather than prices (which will be largely inflationary led).

Land capex inches up; leverage falls QoQ

Land capex was ~INR3.5bn during the quarter (INR6.3bn in H1FY25, INR9.5bn in
FY25). The company generated net cash flows of INR635mn during the quarter,
which improved its net cash position QoQ to ~INR7.5bn; it had negative net debt-to-
equity of 0.16x at end-Q2FY26.

Financials

Year to March Q2FY26 Q2FY25 % Change Q1FY26 % Change
Net Revenue 14,076 9,336 50.8 8,519 65.2
EBITDA 956 771 24.0 238 301.6
Adjusted Profit 725 261 178.0 136 432.6
Diluted EPS (INR) ; 6.8 2.6 162.3 13 432.6
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SOBHA

Financial Statements

Income Statement (INR mn)

Balance Sheet (INR mn)

Year to March FY25A FY26E FY27E FY28E Year to March FY25A FY26E FY27E FY28E
Total operating income 40,387 41,477 53,485 63,519 Share capital 1,069 1,069 1,069 1,069
Gross profit 13,731 14,419 17,628 22,321 Reserves 44,536 45,693 47,642 51,005
Employee costs 4,052 4,255 4,467 4,691 Shareholders funds 45,605 46,763 48,711 52,074
Other expenses 6,736 7,152 8,904 11,189 Minority interest 0 0 0 0
EBITDA 2,943 3,013 4,257 6,441 Borrowings 11,309 11,309 11,309 11,309
Depreciation 898 911 961 1,011 Trade payables 1,14,599 1,18,942 1,26,413 1,33,286
Less: Interest expense 1,956 1,074 1,074 1,074 Other liabs & prov (1,849) (1,799) (1,749) (1,699)
Add: Other income 1,241 1,303 1,303 1,303 | | Total liabilities 1,69,663 1,75,214 1,84,684  1,94,969
Profit before tax 1,330 2,330 3,524 5,659 Net block 9,641 10,730 10,769 10,758
Prov for tax 383 786 1,189 1,909 Intangible assets 172 172 172 172
Less: Other adj 0 0 0 0 Capital WIP 238 438 638 838
Reported profit 947 1,544 2,335 3,750 Total fixed assets 10,052 11,340 11,579 11,768
Less: Excp.item (net) 0 0 0 0 Non current inv 1,146 1,146 1,146 1,146
Adjusted profit 947 1,544 2,335 3,750 | | Cash/cash equivalent 18,089 14,010 12,566 15,549
Diluted shares o/s 107 107 107 107 Sundry debtors 2,404 2,903 3,744 4,446
Adjusted diluted EPS 10.0 14.4 21.8 35.1 Loans & advances 25,450 26,722 28,058 29,461
DPS (INR) 3.0 3.0 3.0 3.0 Other assets 1,12,522 1,19,092 1,27,590 1,32,599
Tax rate (%) 28.8 33.7 33.7 33.7 Total assets 1,69,663 1,75,214 1,84,684 1,94,969
Important Ratios (%) Free Cash Flow (INR mn)

Year to March FY25A FY26E FY27E FY28E Year to March FY25A FY26E FY27E FY28E
Selling price infl. (%) 5.5 5.5 5.5 0 Reported profit 947 1,544 2,335 3,750
Const. cost infl. (%) 5.5 5.5 5.5 0 Add: Depreciation 898 911 961 1,011
Gross margin (%) 34.0 34.8 33.0 35.1 Interest (net of tax) 1,392 712 712 712
EBITDA margin (%) 7.3 7.3 8.0 10.1 Others (22) 0 0 0
Net profit margin (%) 2.3 3.7 4.4 5.9 Less: Changes in WC 525 (3,948) (3,153) (192)
Revenue growth (% YoY) 30.4 2.7 28.9 18.8 Operating cash flow 2,347 (1,492) 143 4,569
EBITDA growth (% YoY) 6.2 2.4 41.3 51.3 Less: Capex 1,410 2,200 1,200 1,200
Adj. profit growth (%) 88.2 63.1 51.2 60.6 Free cash flow 938 (3,692) (1,057) 3,369
Assumptions (%) Key Ratios

Year to March FY25A FY26E FY27E FY28E Year to March FY25A FY26E FY27E FY28E
GDP (YoY %) 6.0 6.2 7.0 7.0 |RoE (%) 2.7 3.3 4.9 7.4
Repo rate (%) 6.0 5.0 5.0 5.0 RoCE (%) 6.7 6.2 8.1 11.4
USD/INR (average) 84.0 82.0 81.0 81.0 Inventory days 1,412 1,562 1,256 1,153
Interest cost (%) 4.8 2.6 2.0 1.7 Receivable days 20 23 23 24
Employee cost (%) 10.0 10.3 8.4 7.4 Payable days 1,415 1,575 1,249 1,150
Other exp. (%) 16.7 17.2 16.6 17.6 Working cap (% sales) 62.5 70.4 60.5 51.2
Other inc. (%) 31 3.1 2.4 21 Gross debt/equity (x) 0.2 0.2 0.2 0.2
Dep. (% gr. block) 5.5 5.0 5.0 5.0 Net debt/equity (x) (0.1) (0.1) 0 (0.1)
Effect. tax rate (%) 28.8 33.7 33.7 33.7 Interest coverage (x) 1.0 2.0 3.1 5.1
Valuation Metrics Valuation Drivers

Year to March FY25A FY26E FY27E FY28E Year to March FY25A FY26E FY27E FY28E
Diluted P/E (x) 152.2 105.3 69.6 43.3 EPS growth (%) 88.2 44.6 51.2 60.6
Price/BV (x) 3.2 3.5 3.3 3.1 RoE (%) 2.7 3.3 4.9 7.4
EV/EBITDA (x) 52.9 53.0 37.9 24.6| | EBITDA growth (%) 6.2 2.4 41.3 51.3
Dividend yield (%) 0.2 0.2 0.2 0.2 Payout ratio (%) 339 20.8 13.7 8.6

Source: Company and Nuvama estimates
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SOBHA

Exhibit 1: Financial snapshot

Consolidated (INR mn) Q2FY26 Q2FY25 YoY (%) Q1FY26 QoQ (%) FY26E FY27E FY28E
Revenues 14,076 9,336 50.8 8,519 65.2 41,477 53,485 63,519
Total operating cost 9,303 6,220 49.6 5,481 69.7 27,058 35,857 41,198
Other expenses 3,817 2,345 62.8 2,800 36.3 7,152 8,904 11,189
Total expenditure 13,120 8,565 53.2 8,281 58.4 38,464 49,228 57,078
EBITDA 956 771 24.0 238 301.6 3,013 4,257 6,441
Other Income 617 317 94.7 495 24.7 1,303 1,303 1,303
Finance Charges (Net) 322 494 (34.7) 310 4.0 1,074 1,074 1,074
Depreciation 262 232 12.9 237 10.8 911 961 1,011
Profit before tax 989 362 173.0 187 430.4 2,330 3,524 5,659
Less: Tax 264 101 160.3 50 424.6 786 1,189 1,909
Profit after tax 725 261 178.0 136 432.6 1,544 2,335 3,750
No. of dil. shares outstanding 107 95 12.8 107 - 107 107 107
Adj. diluted EPS 6.8 2.8 146.4 13 432.6 14 22 35
As % of net revenues YoY (bps) QoQ (bps)

Cost of construction 66.1 66.6 (54) 64.3 176 65.2 67.0 64.9
Total operating expenses 93.2 91.7 147 97.2 (400) 92.7 92.0 89.9
Depreciation 19 2.5 (63) 2.8 (92) 2.2 1.8 1.6
Interest expenditure 2.3 5.3 (300) 3.6 (135) 2.6 2.0 1.7
Margins YoY (bps) QoQ (bps)

EBITDA margin 6.8 8.3 (147) 2.8 400 7.3 8.0 10.1
EBIT margin 4.9 5.8 (84) 0.0 491 5.1 6.2 8.5
Net profit margin 5.2 2.8 236 1.6 355 3.7 4.4 5.9
Tax rate 26.7 28.0 (131) 27.0 (30) 33.7 33.7 33.7

Source: Company, Nuvama Research

Exhibit 2: Operational snapshot

Particulars Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 QA4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26
Pre-sales (INR mn) 11,642 14,247 14,634 14,647 17,238 19,516 15,040 18,737 11,785 13,886 18,357 20,788 19,026
Pre-sales (msf) 1.34 1.48 1.48 1.39 1.69 1.66 1.34 1.18 0.93 1.02 1.56 1.44 1.39
Realization (INR/sft) 8,709 9,653 9,898 10,506 10,223 11,732 11,230 15,941 12,673 13,662 11,781 14,395 13,647
Pre-sales (INR mn) - Sobha's share 9,600 11,112 12,074 11,304 12,756 17,355 12,735 13,576 9,828 12,499 13,702 17,172 15,370
Launches (msf) 0.9 - 0.6 - - 3.8 3.2 3.0 0.5 1.1 4.1 1.6 0.0
Collections (INR mn) 13,350 14,071 14,224 13,551 14,500 14,931 14,983 15,461 13,751 14,781 17,848 17,784 20,458
Unsold inventory (msf) 12.3 11.2 7.3 5.2 3.6 5.6 7.6 9.4 8.9 8.9 11.3 11.4 9.9
Net debt:equity 0.77 0.72 0.66 0.63 0.58 0.54 0.50 0.47 0.08 0.13 (0.14) (0.15) (0.16)

Source: Company, Nuvama Research

Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset ma Institutional Equities




Q2FY26 conference call highlights

e Segmental performance
Real estate: Q2FY26 revenues came in at INR12bn (up 54% YoY/74% QoQ).

The company has INR178.8bn revenue yet to be recognised on sales already
done, which would be recognised over the next three—four years. These projects
have EBITDA margins of ~33-34%.

Manufacturing/contracting business: The division’s Q2FY26 revenues was
INR2.7bn (up 49% YoY/23% QoQ).

Exhibit 3: Overall Q2FY26 revenue jumped 51% YoY
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Source: Company, Nuvama Research

Note: Financials prior to FY16 are as per IGAAP, FY16—18 are as per Ind-AS 18 while those for
FY19 are as per Ind-AS 115.

Exhibit 4: Area delivered decreased YoY/QoQ in Q2FY26
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During the quarter Sobha completed 1.2msf of saleable area, delivering 591 homes
across projects such as SOBHA Manhattan Towers, SOBHA Sentosa, SOBHA Royal
Pavilion in Bangalore, Marina One in Kochi, SOBHA Nesara in Pune and others.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities



It delivered ~2.3msf projects in H1FY26 and ~4.5msf of saleable area in FY25. For
FY26, the company aims to deliver ~5.5msf.

Exhibit 5: Annual deliveries trend
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e Project launches: As highlighted in our report Bengaluru steady amid tech
turbulence, approval issues have resurfaced in Bengaluru. Sobha launched just
one project — an extension of SOBHA Lifestyle, boutique luxury villa project -
spread across 2.12 acres near the airport in North Bengaluru spanning ~0.03msf.

Sobha launched two projects in Q1FY26 aggregating 1.6msf—Sobha Aurum, its
maiden project in the Greater Noida market (thereby establishing its presence
in 12 cities) and the remaining four towers at the Marine One project in Kochi.

Exhibit 6: Launches softened in Q2FY26
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Note: Includes area released for sale from existing approved projects
Overall, it launched three projects spanning ~1.65msf across two cities in H1FY26.

The company had launched total eight projects in FY25, spanning ~8.8msf across
four cities (versus six projects spanning ~7msf in FY24).

e Launch outlook: Sobha is targeting 13 residential project launches (aggregating
16msf) in Bengaluru, Gurugram, Pune, Greater Noida, Mumbai, Chennai,

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Thrissur, Trivandrum and Calicut over the next six—eight quarters. In the
commercial segment, it plans to launch two projects in Gurgaon with a leasable
area of ~0.7msf. Thus, the total launch pipeline stands at 15 projects spanning
~16.7msf with a GDV of ~INR230bn. Sobha’s effective share in forthcoming
projects inventory is 84.2%

Exhibit 7: Upcoming project launches geographically well-diversified
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Source: Company, Nuvama Research Note: Split based on project area

Management mentioned that the approvals issue in Bengaluru have now been
resolved and they expect to launch ~8-9msf projects in FY26E. It is set to launch
Sobha Mangus project in this week itself in South Bengaluru.

In the NCR, Sobha plans to launch three projects spanning ~3.5msf, which includes
a residential project and a serviced apartment project in Gurugram and a residential
project in Greater Noida.

The first phase of the Mumbai project is slated for launch in H2FY26.

Furthermore, the company has about 2.9msf of unsold area in new phases (to be
launched) of ongoing projects, mainly in SOBHA Aranya (Gurgaon), SOBHA Neopolis,
SOBHA Ayana, SOBHA Crystal Meadows, SOBHA Madison Heights and SOBHA
Hamptons (Bangalore).

Post these launches, the company has started working on ~24msf of subsequent
launches.

The company has largely completed land consolidation, planning and design for
phase 1 of the Hoskote project. It has started working on approvals and expects to
launch it in Q1FY27.

e Land bank: Sobha has a land bank of 403 acres, translating to a development
potential of 41.6msf (of which, the company’s share is 83.7%).

In addition to the above land, a total of 1,749 acres of land bank is in various
stages of consolidation, monetisation and self-use.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities



Exhibit 8: Split of land bank based on developable area in acres
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Source: Company, Nuvama Research
About 45 acres in Hoskote is considered under subsequent projects’ land.

e Entering new markets: Bengaluru shall continue to dominate Sobha’s sales; at the
same time, the company has entered markets such as Hyderabad to diversify its
geographical presence.

During Q1FY26, it ventured into the Greater Noida market and also aims to enter
the Mumbai market in H2FY26E.

Exhibit 9: Entry in new cities to boost growth prospects

City Year of entry
Pune 2007
Mysore 2011
Gurugram 2011
Kozhikode 2013
Kochi 2014
Gift City (Gujarat) 2019
Thiruvananthapuram 2022
Hyderabad 2023
Greater Noida 2025

Source: Company, Nuvama Research

e Sales: Sobha’s overall sales value in Q2FY26 surged 61% YoY to INR19bn.
However, they were down 8% QoQ as Q1FY26 had witnessed highest-ever
quarterly pre-sales. Its share of sales value at INR15.4bn expanded 56% YoY
(down 10% QoQ) during the quarter.

e Pre-sales volumes: New sales volumes at ~1.4msf jumped 50% YoY, but dipped
3% QoQ.

H1FY26 pre-sales stood at INR39.8bn — its highest-ever half yearly sales from
selling ~2.8msf (up 34% YoY).

Sobha closed FY25 with pre-sales of ~INR62.8bn (down 6% YoY) from ~4.7msf
(down 23% YoY). Sobha’s share of pre-sales at “INR49.6bn was down 8% YoY.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset ama Institutional Equities



Banking on the strong launch pipeline for H2FY6, the company expects to clock
pre-sales of “~INR85bn in FY26E.

Exhibit 10: Sales value and volumes up YoY in Q2FY26
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Note: This is overall sales, not Sobha’s share.
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Exhibit 11: Pre-sales cool off in FY25
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Diversification: By volume, Bengaluru’s share rose to 71% during the quarter
(from 44% in Q2FY25 and 32% in Q1FY26), aided by improved sales momentum
at ‘SOBHA Town Park’. Share of the NCR plunged to 12% from 49% in the previous
quarter (4% in Q2FY25) while Kerala remained stable QoQ with a 12% share (32%
in Q2FY25).

By value, sales in Bengaluru at ~INR13.3bn surged 118% YoY/120% QoQ with a
70% share in the overall sales in Q2FY26. Sales in NCR at INR3.1bn were up 312%
YoY but down 74% QoQ as Q1FY26 sales were carried by the new launch in
Greater Noida. Kerala clocked INR1.8bn bookings, down 45% YoY/12% QoQ.
Together these three geographies constituted 96% of the over sales value during
the quarter.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities



SOBHA

Exhibit 12: Bengaluru accounted for bulk of sales in Q2FY26

1800
1440 I
MM
S 1080 |
S gt |
Z I ]
&£ 720
1%} | ]
360
0
OO0OOHH""ANANANANMNMNMNMNM
[ ks s ks s sl s la i s s K K
S S S s S S s
[ ey ¥ Wy Ty Iy Iy Wy 8 Wy Wy Y iy Wy My W gy W gy Wy Y
AN N—THANNGTAHNN<T NN <
[efefefefeofofefofcfofofofofe o]
Bangalore NCR
Tami Nadu Mysore
M Kerala Hyderabad

Source: Company, Nuvama Research

Exhibit 14: Quarterly sales volume split
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Note: The charts represents overall sales and not just Sobha’s share

e Share of luxury segment declined in Q2FY26: The luxury segment (INR30mn
plus) contributed ~27% to overall sales in Q2FY26 (38% in Q1FY26 and 45% in

FY25).

Products >INR50mn ticket size contributed 10% to pre-sales in Q2FY26 while

Exhibit 13: Bengaluru dominated sales (by value) in Q2FY26
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Exhibit 15: Quarterly sales value split
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those ranging from INR30-50mn contributed 17% to bookings.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset
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Exhibit 16: Share of luxury segment declines in Q2FY26
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Note: Based on overall sales, not Sobha’s share of sales

e Realisation: Average price realisation during Q2FY26 jumped 8% YoY, but fell 5%
QoQ to ~INR13,647/sft.

Exhibit 17: Average realisation up 8% YoY in Q2FY26
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Management mentioned that prices have stabilised now and are unlikely to increase
materially going ahead; there will only be an inflation-led increase in prices in future.
The geographical diversity of launches would lead to an uptick in volumes, which
would drive the next leg of growth for the company.

e Completed Inventory: Unsold completed inventory rose QoQ to 0.4msf
(~0.2msf as at end-Q1FY26) worth ~INR3.3bn (~INR1.7bn in Q1FY26) —among
the lowest in the real estate industry.

e Unsold area: Overall unsold area including those not yet offered for sale
decreased QoQ to 10.3msf in Q2FY26 owing to no new launches during the
quarter. The GDV of this unsold inventory is YINR131bn.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities



Exhibit 18: Unsold area decrease QoQ
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Unsold area = Area in projects completed but not sold + unsold area in ongoing projects
offered for sale + area in projects not yet launched
Exhibit 19: Cash flow from ongoing projects
Particulars Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 QA4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26
Ongoing - offered for sale
Outstanding receivables +
Balance to be billed and 52.6 56.8 61.6 65.1 70.4 78.6 81.0 86.5 79.9 92.7 93.0 100.5 96.2

collected

Sales value of unsold stock  31.1 325 36.6 32.2 28.2 39.8 62.1 92.3 101.8 73.3 79.1 83.3 86.4

Bal '
alance constructioncost o, o 519 629 605 603 642 771 924 969 852 912 984 1007
to be spent

Cash flow available 31.2 345 354 36.8 38.3 54.1 66.0 86.4 84.9 80.8 80.9 85.5 81.9
Source: Company, Nuvama Research

Net cash flows from ongoing projects offered for sale remains strong at ~INR81.9bn.

The balance receivables from sold ongoing project inventory and completed projects
were ~INR97.3bn, substantially funding the balance project cost to be spent on
completing these projects (*INR104bn).

e lLand payments surges QoQ: During the current quarter, Sobha made land
payments of INR3.5bn (~“INR6.3bn in H1FY26 and INR9.5bn in FY25). With cash
flows remaining healthy, the company’s focus has shifted towards growth;
hence, land-related capex is likely to stay healthy going ahead.

For geographies other the Bengaluru, Sobha has been very selective in terms of
location and would prefer projects where there is less competition. On the other
hand, in Bengaluru they want to consolidate in areas where they already have
presence. While Mumbai and NCR remain long term focus areas for the

company, they would consider other geographies such as GIFT City, Pune etc.,
on an opportunistic basis.

e Collections: Q2FY26 collections came in at INR20.5bn, up 49% YoY/15% QoQ —
its highest-ever quarterly collections.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Exhibit 20: Quarterly collections rise YoY in Q2FY26
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H1FY26 collections at ~INR38.2bn were up 31% YoY. FY25 collections at INR61.8bn
were also up 7% YoY — its highest-ever for any fiscal.

Exhibit 21: OCF as percentage of total collections at record-high levels
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e Cash flows: Net OCF (collections less operating costs) increased to INR5.1bn
during the quarter (INR4bn during Q1FY26 and INR1.8bn in Q2FY25).

Sobha has future marginal cash flow potential of YINR98bn from the ongoing
(including unreleased phases) and completed projects and ~INR72bn from the
forthcoming projects.

Net cash inflow was “INR636mn during the quarter (INR568mn in Q1FY26 and
outflow of INR917mn in Q2FY25 — excluding proceeds from rights issue).

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Exhibit 22: Cash flows remain positive in Q2FY26

Particulars (INR mn) Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 QA4FY25 Q1FY26 Q2FY26
Operational cash inflows
Real Estate 10,281 9,830 11,476 11,973 10,362 11,369 13,914 13,522 15,700
Contractual & Manufacturing (CMG) 1,902 2,002 1,644 1,544 1,524 1,575 2,014 1,799 1,999
Total Operational cash inflow — (A) 12,183 11,832 13,120 13,517 11,886 12,944 15,928 15,321 17,699
Total Operational cash outflow — (B) 9,213 9,446 9,532 10,284 10,046 10,912 11,292 11,369 12,566
Real Estate project expenses 5,359 5,662 5,559 6,118 5,938 6,758 7,240 7,166 7,398
Contracts project expenses 1,864 1,733 1,671 1,409 1,317 1,535 1,647 1,448 1,725
Other expenses including tax 1,990 2,051 2,302 2,757 2,791 2,619 2,405 2,755 3,443
Total outflow as % of total inflow — (B/A) 76% 80% 73% 76% 85% 84% 71% 74% 71%
Real estate 52% 58% 48% 51% 57% 59% 52% 53% 47%
CMG outflow as % of CMG inflow 98% 87% 102% 91% 86% 97% 82% 80% 86%
Net operational cash flow: (A-B) 2,970 2,386 3,588 3,233 1,840 2,032 4,636 3,952 5,133
Net financial cash outflows (Interest, dividend, fund raise) 774 515 464 478  (9,342) 338 (9,665) 195 556
Net Cash flow after Financial Outflow 2,196 1,871 3,124 2,755 11,182 1,694 14,301 3,757 4,577
Capital Outflows 906 903 2,314 2,016 2,105 3,452 3,435 3,188 3,892
Land Payments 688 605 2,105 1,609 1,664 3,058 3,132 2,815 3,506
Capex — Commercial Real Estate - - - - - - - - -
Capex — General 218 298 209 407 441 394 303 373 386
Net cash flow 1,290 968 810 739 9,077  (1,758) 10,866 569 685

Source: Company, Nuvama Research

*Note: Covid moratorium interest availed during FY21 of INR560 mn

Cash EBITDA margins increased QoQ to 34% in
collections during the quarter.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset
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Exhibit 23: Common-size direct method cash flow statement

Particulars (INR) Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26
Collections 100 100 100 100 100 100 100 100 100
Construction expenses (50) (50) (48) (49) (53) (56) (50) (48) (45)
JV partner/Land owner's share payments (16) (21) (12) (13) (14) (12) (11) (14) (13)
Overheads and others (12) (12) (13) (10) (10) (9) (8) (9) (8)
Operating surplus 22 18 27 29 23 22 32 29 34
Interest (3) 3) (3) (3) 3) (2) (2) (1) (1)
Tax (2) (2) (3) (8) (10) (8) (6) (6) (9)
Dividend (2) - - - (2) - - - (2)
Cash flow available for investments 15 13 21 18 9 11 24 21 22
Land, Approvals & JV/JDA investment/TDR (5) (4) (14) (20) (12) (21) (18) (16) (17)
Capex (2) (2) (1) (3) (3) (3) (2) (2) (2)
Cash surplus/(deficit) before capital inflows 9 6 5 5 (7) (12) 5 3 3
Equity raised - - - - 73 - 56 0 -
Net cash flow available for debt repayment 9 6 5 5 66 (12) 61 3 3

Source: Company, Nuvama Research

e Company remains net-cash: Sobha had a net cash of INR7.5bn (net cash of
INR6.9bn in Q1FY26) with a net debt to equity of negative 0.16x (negative 0.15x
at end-Q1FY26).

Exhibit 24: Leverage declines during quarter
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Note: Financials prior to FY16 are as per IGAAP, FY16—18 are as per Ind AS 18 while FY19
financials are as per Ind AS 115.

e Borrowing cost: The company’s borrowing costs fell ~61bp QoQ to 8.25%.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Exhibit 25: Cost of borrowings
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Outlook and valuation: Focus on cash flows; maintain ‘BUY’

A recovery in residential demand in the country (refer to Burning bright; hope for
more), resilience in the Bengaluru realty market, Sobha’s robust execution
capabilities and industry consolidation (refer to Real Estate — Leadership matters)
are the key positives. We believe management’s focus on cash flows and
geographical expansion should keep its long-term growth trajectory intact.

Our Q2FY28E real estate NAV is INR1,879/share, to which we add the value of the

contractual business (INR4/share), yielding a target price of INR1,883. We maintain
‘BUY/SN’ on the stock.

Exhibit 26: SotP valuation

Particulars Value
Sale Projects (INR mn) 1,58,767
Land bank (INR mn) 34,520
Rental assets (INR mn) 5,015
Less: Net debt 2,701
Real estate NAV (INR mn) 2,01,003
Real estate NAV per share (INR) 1,879
Discount to NAV (%) 0%
Real estate value per share (INR) 1,879
Contracting biz value per share (INR) 4
Price Target (INR) 1,883

Source: Nuvama Research
Our nil discount to the real estate business NAV of Sobha is based on the following:
e Steady scale-up in operations aided by diversification.

e Proxy for the stable Bengaluru residential market, which has steady
demand/supply momentum.

e Steady cash flows from contractual business.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset

Nuvama Institutional Equities
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Potential pressures

e A large and concentrated land bank, which has depressed return ratios;
furthermore, there are no imminent monetisation prospects from large land
parcels such as Hoskote.

e Significant dependence on Bengaluru market, which contributes ~70% to sales.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities



Company Description

Sobha Limited, incorporated in the year 1995 is a Bengaluru-based real estate
developer. The company focuses on developing residential properties and has a
strong presence across key markets of south India — Bengaluru, Mysuru, Kochi,
Chennai, Hosur and many more. It also has a presence in Gurgaon and Pune. Sobha
has a backward-integrated business model for all its operations, from in-house
conceptualisation through execution. It has acquired a sizeable land bank in the past
via outright acquisitions and joint development agreements with land-owners.
Sobha also undertakes contracts for third parties under its contractual construction
business.

Investment Theme

Sobha is expected to scale up operations with planned new launches and improved
affordability.

Plans are afoot to develop large land parcels.

Proxy for stable Bengaluru residential market, which has steady demand/supply
momentum.

Steady cash flow from contractual business.

Key Risks
e Adverse macroeconomic environment, viz. high interest rate, inflation and slow
growth.

e  Physical market demand weakens, especially in Bengaluru.

e Approval delays leading to slower new sales.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Additional Data

Management Holdings — Top 10*
Chairman Ravi PNC Menon % Holding % Holding
MD Jagdish Nangineni Anamudi Real Es 5.56 ICICI Pru MF 1.87
Bandhan MF 5.02 Mirae AMC 1.75
CFO Yogesh Bansal
Franklin India 4.44 Canara Robeco 1.03
Director Gopal Hosur HSBC MF 3.34 Invesco AMC 0.90
Auditor BSR & Co. ABSL MF 3.23 Bajaj Finserv M 0.90
*Latest public data

Recent Company Research

Recent Sector Research

Date Title Price Reco Date Name of Co./Sector Title
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Rating Rationale & Distribution: Nuvama Research

Expected absolute returns

Rating over 12 months Rating Distribution
Buy 15% 205
Hold <15% and >-5% 68
Reduce <-5% 37

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset
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Analyst Certification:
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of NWML, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report
is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S.
broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other
things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by NWML only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and
interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified
above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which
is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, NWML has entered into an agreement with a U.S. registered broker-dealer, Nuvama Financial Services Inc. (formerly Edelweiss Financial Services Inc.) ("NFSI").
Transactions in securities discussed in this research report should be effected through NFSI.

Disclaimer for U.K. Persons
The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within
Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and
unincorporated associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available
only to relevant persons and will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents.
This research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

This research report is a product of NWML, which is the employer of the research analysts who have prepared the research report. The research analysts preparing the research report
are resident outside the Canada and are not associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by a Canadian
registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities Commission, other Canadian provincial securities regulators,
the Investment Industry Regulatory Organization of Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research
analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by NWML only to "Permitted Clients" (as defined in National Instrument 31-103 (NI 31-103")) who are resident in the Province of Ontario, Canada
(an "Ontario Permitted Client"). If the recipient of this report is not an Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return
the report to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

NWML is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain international advisers and/or dealers. Please be advised
that (i) NWML is not registered in the Province of Ontario to trade in securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) NWML's head
office or principal place of business is located in India; (iii) all or substantially all of NWML's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal rights
against NWML because of the above; and (v) the name and address of the NWML's agent for service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite
2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Nuvama Investment Advisors Private Limited (NIAPL) (Previously Edelweiss Investment Advisors Private Limited ("EIAPL")) (Co. Reg. No.
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to persons who qualify as "institutional investors" or
"accredited investors" as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers
Regulations ("FAR"), sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to NIAPL when providing any financial advisory services to an accredited
investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact NIAPL in respect of any matter arising from, or in connection with this publication/communication.
This report is not suitable for private investors.

Disclaimer for Hong Kong persons

This report is distributed in Hong Kong by Nuvama Investment Advisors (Hong Kong) Private Limited (NIAHK) (Previously Edelweiss Securities (Hong Kong) Private Limited (ESHK)), a licensed
corporation (BOM -874) licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and Futures Ordinance “SFO”. This
report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only
available to professional investor and will be engaged only with professional investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction
where their offer or sale is not qualified or exempt from registration. The report also does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of any individual recipients. The Indian Analyst(s) who compile this report is/are not located in Hong Kong and is/are not licensed to carry on
regulated activities in Hong Kong and does not / do not hold themselves out as being able to do so.

INVESTMENT IN SECURITIES MARKET ARE SUBJECT TO MARKET RISKS. READ ALL THE RELATED DOCUMENTS CAREFULLY BEFORE
INVESTING. REGISTRATION GRANTED BY SEBI, MEMBERSHIP OF RAASB AND CERTIFICATION FROM NISM IN NO WAY GUARANTEE
PERFORMANCE OF NWML OR PROVIDE ANY ASSURANCE OF RETURNS TO INVESTORS AND CLIENTS.
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