RESEARCH



o DEVEN CHOKSEY
Ste? RESEARCH

India Equity Research II IPONOTE 11 20t September 2023 Page 2
Sai Silks (Kalamandir) Ltd.
Issue Opens On Issue Closes On Price Band (INR) Issue Size (INR Mn) Rating
September 20, 2023 September 22,2023 210-222 12,000 SUBSCRIBE

Sai Silks (Kalamandir) [SSKL] is amongst the top 10 retailers of ethnic apparel, particularly sarees, in south India in terms of revenues
and profit after tax in Fiscal 2020, 2021 and 2022. Through their four store formats, i.e., Kalamandir, Vara Mahalakshmi Silks, Mandir,
and KLM Fashion Mall, the company offers it’s products to various segments of the market that include premium ethnic fashion,
ethnic fashion for middle income and value-fashion. As of July 31, 2023, we operated 54 stores in four major south Indian states, i.e.,
Andhra Pradesh, Telangana, Karnataka and Tamil Nadu. It’s revenue for FY23 was Rs.13,514.69 MN, with a profit after tax of Rs.
975.88 Mn.

OFFER STRUCTURE
Particulars IPO Details [ff Indicative Timetable
Offer Closing Date September 22,2023
No. of shares under IPO (#) | 54,144,000
Finalization of Basis of Allotment with Stock Exchange On or about 27t" Sep’ 2023
Net offer (# shares 54,144,000
( ) T Initiation of Refunds On or about 29t" Sep’ 2022
Price band (INR) 210-222 Credit of Equity Shares to Demat accounts On or about 3™ Oct’ 2022
Post issue MCAP (INR Mn.) | 32,216-34,057 | | Commencement of Trading of Eq.shares on NSE On or about 04t Oct’ 2023
Source: IPO Prospectus Source: IPO Prospectus
Issue #Shares INRinMn % Objects of the Offer: The net proceeds will be utilized for the following purpose
a) To fund the capital expenditure towards 30 new stores and 2 new warehouses
QiB 27,072,000 6010 50%
b) To fund working capital, repayment/pre-payment of borrowings
NIB 8,121,600 1803 15%
Shareholding Pattern Pre-Issue (%) Post-Issue (%)
Retail 18,950,400 4207 35% Promoters & Promoters Group 95.2% 60.8%
Others 4.8% 39.2%
Net Offer | 4,09,83,60 12,01 100%
409,863,607 019 Total 100.0% 100.0%
Source: IPO Prospectus Source: IPO Prospectus
Particulars (In INR Mn)* FY21 FY22 FY23
Revenue 6,772 11,293 13,514
EBITDA 623.61 1330 2125
EBITDA Margin 15.7% 1.7% 9.2%
PAT 51 576 975
PAT Margin 0.8% 5.1% 7.2%
Net Worth 2429 3006 3973
RONW 2.1% 19.1% 24.5%

Source: IPO Prospectus, * Restated Statement
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Sai Silks (Kalamandir) Ltd.

Company Overview

SSKL is in the retail business majorly selling sarees and other ethnic wear in the South India. The company has a network of 54
stores across Andhra Pradesh, Telangana, Karnataka and Tamil Nadu. The company offers a diverse range of products including
premium sarees, lehengas, men and children’s ethnic wear. The company follows a cluster based approach in opening their stores.

The company was started in 2005 with 1 store of 3200 square feet and now operates 54 stores across 12 cities. The company
operates four formats stores: Kalamandir, Varalakshmi Silks, KLM Fashion Mall. The company has opened 12 new stores in last 3
years across formats. The company has a total floor area of approx. 6,03,000 sqfeet. The company has 5.98 million customers in
India.

The company is founded by Nagakanaka Durga Prasad Chalavadi (promoter), who is a first generation entrepreneur. He has over 18
years of experience in retail business.

Timeline of the company:

* 2005: First store operational

* 2008: SSKL expands to AP & Karanatak

* 2011 First Premium Mandir & Varamahalskhmi stores operational

* 2017 First KLM Fashion Mall store operational
+ 2022: Achieved 175MN Inr (~1%) of Online Revenue

INVESTMENT RATIONALE
* First saree retailer to come out with an IPO with an unique business model

* Scalable platform with a proven track record of growth and market dominance

* SSKLis the leading seller of sarees in South India, with the new store openings planned in Chennai, the company will also be able
to capitalize on Tamil Nadu market.

* Unique cluster based approach towards store opening, leading to efficiencies from inventory rotation across stores. This would
further help the company to increase EBIDTA and PAT margins

* Repayment of debt and well funded company will be able to source the sarees and other apparels at a better price and can result
in good margins on a scale

» Data Driven decision making will ensure better inventor management, better understanding of consumer buying patterns to
reduce the redundant stocks and slow moving designs and patterns

* Online model to bring in revenues in the futures as presence expands, currently online is only ~1% of revenues, Indian diaspora in
UAE, USA, Europe and Australia have good top of the mind recall and have a strong brand loyalty

* Experienced management team, backed by a strong board and marquee shareholders, along with strong culture of compliance
* Highest per sq.. 22,397 realization of Rs. in the industry

* Presence across all price points with a target customers from below middle class to middle class to premium segment

* Generating positive cash flows

* Good ROE of 27.96% and ROCE of 23.55%
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Sai Silks (Kalamandir) Ltd.

Key Strengths

» Data Driven Company, using data analytics for customer preferences, and inventory stocking

* Over 18 years of retail experience

*  Cluster based approach for store opening

* Cluster based model by establishing large warehouses in major cities and penetrate in each city length and breadth of the city to
get maximum advantage of stock management

* Opening minimum of 5 stores every year

* Four formats to cater to all segments of customers

* More than 6 lakh sq.. of store space with highest per sq.. realization of more than Rs. 22,000

* 5.98 million customer base

Key Risks
* Anydownturn in the economy to impact retail spends.
* Notable to expand in the right time across the major States the company has currently presence in.

Outlook and Valuation:

SSKL is one of the leading companies dealing in sarees in Southern India. The company has reported healthy and consistent
financial performance with a Net Profit of INR 577 Mn in FY22 and INR 976 Mn in FY23. Revenue of the company is expected to
improve on the basis of new stores being launched, and foray into ecommerce business. As the company grows and perfects it’s

operational efficiency resulting EBITDA margins can be higher.

SSKL's IPO size is ~INR 12,000 Mn. The price band of the issue is INR 210-222 per share. On the upper price band of INR 222 and EPS
of INR 8.11 for FY23, the P/E ratio works out to be 27.3x. The current valuation of 27.3x is cheaper than its peer group. The company
has significant scope for growth, considering its diverse product profile and extensive client base and expanding in to high growth
and largest saree market Chennai and rest of Tamil Nadu, besides scope for improvement in operating margins, resulting in healthy
earnings and returns ratios. As a result, we recommend that SSKL IPO be rated ‘Subscribe'.

Peer Benchmarking:

Name of the company F(al‘;\?Rv:Iel:e NEIGIGIEE;II?)P sz‘ll'anYuzegs mE:Ig-Ii-:?%) ROE (%) Bfta::i:: FI:(IZE;?;)
share) (INR in Mn) (INR)

Peer Group

Vedant Fashions Ltd. 1 3,19,270 13,549 49.51% 30.65% 17.68 71.29

TCNS Clothing Ltd. 2 23,930 12016 10.45% NA (2.75) NA

Source: IPO Prospectus
Note:*Considering the upper price band
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Financials:
Income Statement (INR Mn) FY21 FY22 FY23
Total Revenue from Operations 6,772 11,293 13,515
YoY Growth (%) 67% 20%
EBITDA 624 1,330 2,125
EBITDA Margin (%) 9.2% 11.8% 15.7%
Other Income 18.47 36.93 74.51
Depreciation 294.57 308.16 410.07
EBIT 348 1,059 1,790
Interest expense 274.43 286.39 454.06
PBT 73 773 1,336
Tax 21.76 195.99 359.81
PAT 51 577 976
EPS (INR) 0.43 4.79 8.1
Source: IPO Prospectus, DRChoksey Research; EBITDA Margins excluding Other Income
Balance Sheet (INR Mn) FY21 FY22 FY23
Equity Share Capital 241 241 241
Other Equity 2,189 2,766 3,733
Total Shareholders' Funds 2,430 3,007 3,973
Non-controlling interest 0 0 0
Total Equity 2,430 3,007 3,973
Borrowings 2,172 2,605 3,455
Lease Liabilities 620.62 866.39 1804.17
Deferred Tax Liabilities 145.37 127.71 114.85
Provisions 31.88 27.71 51.76
Trade Payables 1,075.99 1,291.18 2,300.22
Other Financial Liabilities 131.1 264.22 345.06
Other current Liabilities 30 24 38
Current Tax Liabilities 17.56 211.9 122.04
Total Equity & Liabilities 6,654 8,425 12,205
Assets
Cash and Cash Equivalents 43.34 86.24 46.15
Bank Balance 185.6 383.99 450.89
Inventories 3,669.68 4,764.32 6,897.49
Trade Receivables 23 19 29
Current Tax Assets 0 0 (o]
Other current assets 116.02 188.79 271
Other Financial Assets 56 165 353
Total Current Assets 4,093 5,608 8,047
Income Tax Assets (net) 0 0 0
Property, Plant and Equipment 1,587.25 1,631.71 2,047.05
Right of Use Assets 566.79 784.05 1692.93
Capital work-in-progress 21.19 0 0
Deferred Tax Assets 0 0 0
Other Intangible Assets 97.59 76.1 54.65
Other Non-Financial Assets 234 238 276
Other Non Current Assets 54 87 86
Total Non-Financial Assets 2,561 2,817 4,157
Total Assets 6,654 8,425 12,205

Source: IPO Prospectus, DRChoksey Research

LEAD ANALYST
Avinash Nile, research2@drchoksey.com, +91-22-6696 5555
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*ANALYST CERTIFICATION:

«I, Avinash Nile, CMT, M.B.A. Finance; B.E. Mechanical, Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my views about the subject
issuer(s) or securities. I also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

*Terms & Conditions and other disclosures:

*DRChoksey FinServ Private Limited (hereinafter referred to as DCFPL) is a registered member of SEBI as a Research Entity vides Registration No. INH000011246 under SEBI (Research Analyst) Regulations, 2014,Portfolio Managers
Entity vides Registration No. INP000007906 under SEBI (PORTFOLIO MANAGERS) Regulations, 2020 & Investment Adviser Entity vides Registration No. INA000017903 under SEBI (INVESTMENT ADVISERS) REGULATIONS, 2013

*The information and opinions in this report have been prepared by DCFPL 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 DCFPL. While we would endeavor to update the
information herein on a reasonable basis, DCFPL is not under any obligation to update the information. Also, there may be regulatory, compliance or other reasons that may prevent DCFPL from doing so. Non-rated securities indicate that
rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or DCFPL policies, in circumstances where DCFPL might be acting in an advisory capacity to this
company, or in certain other circumstances.

*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 di i d to all the
simultaneously, not all customers may receive this report at the same time. DCFPL 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. DCFPL 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. Our employees in sales and marketing team, dealers and other
professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, in reviewing these materials, you should be aware that any or all of the
foregoing, among other things, may give rise to real or potential conflicts of interest.

*We submit that no material disciplinary action has been taken on DCFPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

*DCFPL prohibits its associate, analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.

*DCFPL or its associates (Group Companies) collectively or its research analyst, or relatives do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately preceding the date of publication
of the research report) in the company covered by Analyst and has not been engaged in market making activity of the company covered by research analyst.

«It is confirmed that, I, Avinash Nile Research Analyst of this report have not received any ¢ ion from the c ies mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is not based
on any specific brokerage service transactions.

*DCFPLor its A: i (Group C ies) have not d or co d public offering of securities for the subject company in the past twelve months.

*DCFPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any issi ion from the ies mentioned in the report during the period preceding twelve months

from the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

*DCFPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any c ission/c ion from the c ies mentioned in the report during the period preceding twelve months
from the date of this report other than investment banking or merchant banking or brokerage services from the subject company

*DCFPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. DCFPL 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 DCFPL nor Research Analysts his associate or his relative, have any
material conflict of interest at the time of publication of this report.

«Itis confirmed that, Avinash Nile, Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.
*DCFPL or its associates (Group Companies) or its research analyst has may been engaged in market making activity for the subject company

*This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other Jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject DCFPL and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions
or to certain category of investors. Persons in whose possession this document may come are required to inform them of and to observe such restriction.

Please send your feedback to researchdesk@drchoksey.com
Visit us at www.drchoksey.com

Registered Office:
ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai - 400 058.
Phone: +91-22-6696 5555

Digitally signed by AVINASH
AVI N AS H NARAYAN NILE

NARAYAN NILE P2 202309201401:19

LEAD ANALYST Phone: +91-22-6696 5555
Avinash Nile, research2@drchoksey.com, +91-22-6696 5555


mailto:research2@krchoksey.com
http://www.drchoksey.com/

		2023-09-20T14:01:19+0530
	AVINASH NARAYAN NILE




