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Issue Details
Issue Opens

22nd Mar, 2017 to 24th Mar, 2017

Issue Type

Fresh Issue & Offer for Sale

Offer Price

Rs. 205-207

Pre-issue Shares outstanding (cr)

2.18

Shares offered in IPO (Fresh issue) (cr)

0.45

Nos. of shares post issue (cr)

2.63

IPO size (Rs.cr)

345 cr

Promoter Holding pre-IPO

62.4%

Promoter Holding post-IPO

56.2%

FY16 PAT

41.7 cr

9MFY17 annualized P/E at Upper Band

18X

About the Company:
Shankara Building Products Ltd. (SBPL) is one of the leading organised retailers of home improvement and building products in
India, operating 103 stores, under its trade name Shankara BuildPro, across 9 States. It caters to a large customer base, mainly
home owners and professional customers such as architects and contractors, in urban and semi-urban markets through its multichannel sales approach, processing facilities, supply chain and logistics capabilities. All of the company’s stores are owned by the
company itself.
Besides Retail business, company has two other legacy business viz., Enterprise and Channel sales. The enterprise sales caters
primarily to large end-users, contractors, and OEMs, while the channel sales caters to dealers and other retailers through our
extensive branch network.
Particulars
Retail Sales
% of Total Sales
Channel & Enterprise Sales
% of Total Sales
Total Sales

FY12

FY13

FY14

FY15

FY16

294.7
21%
1,119.0
79%
1,413.70

383.6
22%
1,383.0
78%
1,766.56

464.7
24%
1,462.4
76%
1,927.10

619.3
31%
1,359.5
69%
1,978.82

807.8
40%
1,228.1
60%
2,035.92

Objects of the Company:
SBPL is raising Rs. 45 crore via fresh issue of which it will utilize Rs. 34 croretowards repayment/pre-payment of loans and
remaining will be used for general corporate purpose.

Investment Rationale/ Key Strengths:
Thrust on retail business to aide faster growth and drive margins:
SBPL forayed into retail business in 2006 and as at FY12 it operated 43 stores under its trade name Shankara BuildPro.
Since FY12, SBPL has grown its stores at a CAGR of ~22% to 93 stores at FY16. Over the same period, the overall sales
grew strongly at CAGR of ~29% on the back of ~24% growth sales per store from Rs. 6.9 cr in FY12 to Rs. 8.5 cr in FY16.
Over last 4 years, the share of retail business have increased from ~21% to 40%. This has helped in improving the
margins of the company which have gone up from 4.9% in FY12 to 6.0% in FY16 as retail business yields high margins of
9-10% compared to 4-5% margins made in Enterprise and Channel Sales business
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Over next 4-5 years the management aims to take the share of retail business to ~65-70% on the back of rise in strong
customer relationships, opening of new stores, focus on branding and marketability in the home improvement and
building space, etc. Company also intends to further enhance and expand their existing product portfolio by adding more
product categories and more brands in existing product categories. This shift in sales mix will also lead to improvement in
the overall margins of the company.
Robust performance metrics:

Wide product basket and strong customer relationship
Company offers wide range of products at its stores, including structural steel, cement, TMT bars, hollow blocks, pipes and
tubes, roofing solutions, welding accessories, primers, plumbing, sanitary ware, plywood, kitchen sinks and other allied
products. It carries products of all the major reputed 3rd party brands like Johnson, Sintex, Uttam Galva, Futura, APL
Apollo, Astral Pipes, Alstone, CenturyRoof, etc. It makes them a one stop shop solution for all the home furnishing
solutions requirements. SBPL has also built strong customer relationships over the last two decades and continue to work
actively towards further strengthening it.
Presence across the entire value chain
Company’s business operations span across the entire value chain of processing, channel sales, enterprise sales, retail
sales and other allied services such as delivery and installation. It has in-house capacity of 323,000MT for processing
select building products like steel pipes, colour coated roofing sheets, bright rods, galvanized strips and cold rolled strips.
These are sold under their own brands like CenturyRoof, Ganga, Loha, Taurus and Prince Galva through our retail and
branch network.

Key Risks:
Increase in competition
Due to low entry barriers in business, the company could face increased competition, which would impact the company’s
profitability. However, company has established good relationships with its customers and suppliers which is difficult to
replicate so it mitigates the risk to some extent.
Slowdown in real estate
Since company’s product are closely linked with housing sector, slowdown in the real estate activities could adversely
impact the overall business performance.
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Valuation and Recommendation
At the upper end of issue price i.e at Rs. 460, the stock is priced at 18X annualized 9MFY17 earnings.
Given the strong track record of its retail business, the valuation appears attractive given that focus of the company going
ahead will also be on augmenting its retail business which will also be margin accretive.
Given the recent successful listing of D-Mart IPO, we expect re-rating in the valuation of SBPL as well.
Accordingly we are recommending to SUBSCRIBE the issue.

Financial Summary

Shankara Building

Shankara Building
ANALYST CERTIFICATION
We /I (Harsh Shah), Research Analysts, authors 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. We 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:
Dimensional Securities Private Limited (DSPL) is engaged in the business of stock broking and distribution of financial products. This Report
has been prepared by Dimensional Securities Private Limited (DSPL) in the capacity of a Research Analyst having SEBI Registration No.
INH000001444 and distributed as per SEBI (Research Analysts) Regulations 2014.
The information and opinions in this report have been prepared by DSPL 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 DSPL. While we would endeavour to update the information herein on a reasonable basis, DSPL is under no obligation
to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent DSPL 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. 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. DSPL or its associates accept 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.
DSPL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. DSPL 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 DSPL nor Research Analysts have any material conflict of interest at the time
of publication of this report.
It is confirmed that (Harsh Shah), Research Analysts of this report have not received any compensation from the companies 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.
DSPL or its associates collectively or 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.
Since associates of DSPL are engaged in various financial service businesses, they might have financial interests or beneficial ownership in
various companies including the subject company/companies mentioned in this report.
It is confirmed that (Harsh Shah), Research Analysts do not serve as an officer, director or employee of the companies mentioned in the
report.
DSPL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
We submit that no material disciplinary action has been taken on DSPL by any Regulatory Authority impacting Equity Research Analysis
activities.
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 DSPL and associates 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 themselves of and to observe such restriction.
DSPL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, maintenance
shutdown, breakdown of communication services or inability of DSPL to present the data. In no event shall DSPL be liable for any
damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in
connection with the data presented by DSPL through this report.

