
About the Company 

Headquartered in Ahmedabad, Shalby Limited is one of the leading multi-specialty chains 

of hospitals in India. The company provides inpatient and outpatient healthcare services 

through 8 fully operational hospitals with an aggregate operational bed count of 781 beds. It 

also provides outpatient consultative healthcare services through 3 hospitals and 68 

Outpatient Clinics. It has 8 shared surgery centers within third party hospitals. Shalby 

hospitals are well known for its orthopaedic services. It had a 15% market share of all joint 

replacement surgeries conducted by private corporate hospitals in India in 2016. The 

ancillary services currently offered by the company include Shalby Academy, Shalby 

Homecare and clinical research trials.

Strength

Leadership in orthopaedics and strong capabilities in other specialties: Having 

performed approximately 54,105 joint replacements since 2007, it has been a market 

leader in the area of joint replacement surgeries. Through 47 Outpatient Clinics, it offers 

orthopaedic consultation services to the patients, and through its chain of 11 operational 

hospitals and ten SACE, it undertakes orthopaedic surgeries and procedures. Its 

leadership in the field of orthopaedics helps the company in offering its other healthcare 

services to geriatric patients.

Integrated and scalable business model enhancing its patient reach: The Company 

has an integrated and scalable business model enabling the company to provide 

comprehensive healthcare solutions through a network of multi-specialty hospitals, 

Outpatient Clinics, and SACE. It operates multi-specialty hospitals targeting healthcare 

demands in Tier I Cities and Tier II Cities. From four hospitals in April 2012, it has grown to 

11 operational hospitals which offer inpatient and outpatient healthcare services, with an 

aggregate bed capacity of 2,012 beds. As on June 30, 2017, it had nine operational 

hospitals with an aggregate operational bed count of 841 beds. Apart from 47 Outpatient 

Clinics, the company has seven domestic SACE and three overseas SACE.

Experienced player with longstanding presence and brand recall: The Company has 

an established presence and strong brand recall in Gujarat, and an emerging presence in 

western and central India. It believes that its brand equity and operational experience in its 

core markets provides the company with the platform to further expand its presence and 

operations in select locations across the country. The company believe that its brand equity 

and longstanding presence are as a result of its efforts to preserve and sustain quality 

human life through facilitation of speedy recovery and indigenization of medical 

technology.

Track record of operating and financial performance and growth: The Company 

believes that its track record of consistent growth in revenue and profitability is one of its 

key competitive strengths. The growth in revenue and profitability can be credited to its 

strong operational efficiency, which has been achieved by streamlining its clinical and 

administrative functions, continually introducing process innovations, and ensuring that it 

maintains economies of scale. Meanwhile, to ensure its financial efficiency and 

minimization of capital expenses, the management of the company has been leading the 

planning, development, and execution of its greenfield projects, brownfield projects, and 

strategic acquisitions.

Ability to attract quality doctors, nurses, paramedical, and other staff: As at June 30, 

2017, the company employed 2,049 employees and engaged 319 professional 

consultants, which comprised 294 doctors who are full-time consultants and 25 doctors 

who are part-time consultants. Its staff strength also comprises 699 nurses and 1,350 
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Issue Highlights

Industry Healthcare

Total Issue (Shares) - Offer for sale 1000000

Total Issue (Shares) - Fresh Issue 19,354,839

Net Offer to the Public 20,354,839

Employee reservation 121,000

Issue Size (Rs. Cr.) 498-505

Price Band (Rs.) 245-248

Offer Date  5-Dec-17

Close Date 7-Dec-17

Face Value  10

Lot Size 60 Share 

Issue Composition

Total Issue for Sale  20,233,839

QIB  10,056,419 

NIB  3,016,926 

Retail  7,039,494 

Employee reservation 121,000

In shares

Objects of the Issue

The Company proposes to utilise the Net Proceeds from the Fresh 

Issue towards the following objects:

 Repayment or prepayment in full, or in part of certain loans 

availed by the Company;

 Purchase of medical equipment for existing, recently set up, 

and upcoming hospitals;

 Purchase of interiors, furniture, and allied infrastructure for 

upcoming hospitals; and

 General corporate purposes.

SMC Ranking

Shareholding Pattern (%)

Particulars Pre-issue Post -issue

Promoters & promoters group 97.86% 79.40%

QIB 0.00% 9.37%

NIB 1.15% 3.75%

Retail 0.99% 7.48%

Total 100.00% 100.00%

*calculated on the upper price band

(2/5)



paramedical, corporate and support staff and pharmacists. The company believes that its reputation 

for clinical excellence, amiable work culture, professional ethics, and competitive compensation 

packages have all enabled it to successfully attract talented doctors, nurses, paramedical staff, and 

other corporate staff members

Strategy 

Strengthen hospital presence in western and central India, and continue expanding into new 

geographies: The company intend to strengthen its hospital presence in western and central India, 

and establish hospitals in new geographies. Expansion of its network of hospitals will be undertaken 

through a combination of greenfield projects and brownfield projects, strategic acquisitions, and 

O&M arrangements with third party healthcare service providers. In March 2017, it has set up three 

new hospitals, Shalby Jaipur, Shalby Naroda, and Shalby Surat, which had an aggregate bed 

capacity of 747 beds, which have commenced providing inpatient services from April, 2017, July, 

2017 and August, 2017, respectively. The company is currently in the process of setting up hospitals 

for a total bed capacity of 263 beds in Nashik and Vadodara.

Continue to enhance its outreach programmes: The company aims to enhance its outreach 

programmes by establishing its Outpatient Clinics and SACE in various Tier I Cities, Tier II Cities, and 

Tier III Cities. As a part of its international expansion plans, it intends to set up Outpatient Clinics and 

SACE in certain SAARC countries. The company intends to further to expand its presence by 

establishing Outpatient Clinics and SACE in order to optimise the use of its capital, while facilitating 

the growth of its portfolio and brand through partnerships and greenfield projects.

Continue to strengthen healthcare services across other specialties: With the strategy to 

expand its hospitals to new geographies, it intends to strengthen its specialties by setting up multi-

specialty hospitals which focus on specialties other than orthopaedics. Further, in line with strategy to 

further strengthen its capabilities in non-orthopaedic specialties, it offers advance post-graduate 

diplomas in a range of disciplines including non-invasive cardiology, dialysis management, oncology, 

and sports medicine through Shalby Academy.

Implement initiatives to improve operational efficiencies: The company believes that improving 

operating efficiencies and profitability is critical to its growth. The company aims to improve its daily 

ARPOB by enhancing its focus on high growth care areas such as oncology, nephrology, and 

hepatology. The company also intends to minimise its costs and leverage its economies of scale by 

standardizing the type of medical consumables used at its hospitals, optimizing procurement costs, 

and consolidating its suppliers by establishing and adopting strict guidelines for medical procedures 

across its hospitals. 

Continue to grow its ancillary businesses: Apart from offering multi-specialty tertiary and 

quaternary healthcare services, it also provides home-based healthcare services under Shalby 

Homecare.  The company has been engaged in providing home-based healthcare services since 

Fiscal 2015. In Fiscal 2017 and the three months period ended June 30, 2017, Shalby Homecare 

catered to 9,560 and 5,919 patients, respectively. Shalby Homecare services are being offered 

through its hospitals located in Ahmedabad, Indore, Jabalpur, Jaipur, Mohali, Naroda, Surat, and 

Vapi. In the future, it intends to offer the Shalby Homecare services through all its existing and 

upcoming hospitals.

Risk Factors

Dependent on one field of specialty for a substantial portion of its revenue: The Company is 

dependent on one field of specialty for a substantial portion of its revenue, i.e. orthopaedics. Any 

material impact on its earnings from orthopaedics will impact its financial condition and results of 

operations significantly. 

Face competition from other hospitals and healthcare facilities: The Company competes with 

other hospitals, clinics and dispensaries of varying sizes with the ability to perform different kinds of 

services. If the company fails to compete effectively, its business and results of operations may be 

materially and adversely affected 
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Business is characterised by periodic technological changes: If the company fails to keep 

abreast with technological changes, new equipment and service introductions, changes in patients’ 

needs and evolving industry standards, its business and financial condition may be adversely 

affected. Further, the company will also incur costs associated with replacing obsolete equipment. 

Reliance on third party suppliers and manufacturers for its equipment, reagents and drugs: 

Hospitals require large quantities of medicines, drugs and equipment to treat patients. This makes its 

business heavily dependent on drug and equipment manufacturers, who deal with hospitals through 

an array of intermediaries, such as distributors and stockists. The failure of such third parties to meet 

their obligations or its failure to negotiate better terms with such third parties could adversely affect its 

business and results of operations. 

Peer comparison

Valuation

Considering the P/E valuation on the upper end of the price band of Rs. 248, the stock is priced at pre 

issue P/E of 35.71x on its FY17 EPS of Rs. 6.95. Post issue, the stock is priced at a P/E of 43.50 x on 

its  EPS of Rs. 5.70.  Looking at the P/B ratio at Rs. 248 the stock is priced at P/B ratio of  8.27x on the 

pre issue book value of Rs.29.97 and on the post issue book value of Rs. 69.04 the P/B comes out to 

3.59x.

On the lower end of the price band of Rs.245 the stock is priced at pre issue P/E of 35.28x on its FY17 

EPS of Rs. 6.95.Post issue, the stock is priced at a P/E of 42.98x on its EPS of Rs. 5.70. Looking at 

the P/B ratio at Rs. 245, the stock is priced at P/B ratio of  8.17x on the pre issue book value of Rs. 

29.97 and on the post issue book value of Rs. 69.04, the P/B comes out to 3.55x.

Industry outlook

The Indian healthcare industry was estimated to be INR 9.2 trillion in 2016; grew at a CAGR of 14-

15% over the last five years (2011 to 2015). The healthcare industry is expected to grow at a CAGR of 

15-16% during 2015-20 and expected to reach INR 17.2 trillion in 2020. The healthcare delivery 

segment is largely driven by private sector players and occupies a major share of nearly 70% in the 

total number of hospitals; of this, organized private corporate hospitals comprise less than 10%. The 

healthcare delivery segment accounts for a major share of the Indian healthcare industry, 

contributing nearly 68% to the total healthcare industry, an estimated value of INR 6.2 trillion in 2016. 

One of the fast growing, the healthcare delivery segment grew at a CAGR of 14-15% between 2011 

and 2015; is expected to grow at a higher CAGR of 15-16% between 2016 and 2020 to reach INR 

11.7 trillion by 2020.

Outlook

The company intends to strengthen its hospital presence in western and central India and continue 

expanding into new geographies, implement initiatives to improve operational efficiencies and 

continue to grow ancillary businesses. At present, the Company is dependent on one field of specialty 

for a substantial portion of its revenue, i.e. orthopaedics. In order to reining the higher medical cost, 

the government has recently capped the  cost of Knee replacement and heart surgery, which could 

be risky for the health care industry as the move has the potential to limit the margins. Investors may 

consider investment for medium to long term.
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Company name Total Operating Income PAT EPS P/E P/BV BV FV CMP

Apollo Hospitals 6878.35 227.10 15.69 70.29 4.18 263.65 5.00 1102.75

Fortis Health. 4589.75 455.94 9.22 15.02 1.40 99.20 10.00 138.50

Health.Global 760.75 24.10 2.85 99.04 5.62 50.16 10.00 282.05

Narayana Hrudaya 2019.07 68.29 3.34 89.86 6.17 48.64 10.00 300.30

Shalby Limited** 325.39 61.57 5.70 43.50 3.59 69.04 10.00 248.00

**Shalby Limited financials are as on March 2017
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Annexure

Consolidated Financials

Profit & Loss Rs. in Cr.

Particulars Period ended Period ended Period ended
 30-Jun-17 (6 Months) 31-Mar-17 (12 Months) 31-Mar-16 (12 Months)

Total Operating Income 89.23 325.39 290.41

Total expenditure 63.48 253.02 234.91

Operating Profit 25.75 72.36 55.49

OPM% 28.85 22.24 19.11

Other Income 1.37 7.48 2.15

PBDIT 27.12 79.84 57.64

Depreciation 4.45 16.8 11.33

PBIT 22.67 63.04 46.31

Interest  4.07 9.79 10.39

PBT  18.60 53.25 35.92

Tax 4.12 -8.33 -0.40

Profit after tax  14.48 61.57 36.32

Balance sheet is on next page

An Indicative timetable in respect of the Issue is set out below:

EVENT INDICATIVE DATE

  (On or about)

Bid/Offer Opens Date December 5, 2017

Bid/Offer Closing Date December 7, 2017

Finalisation of Basis of Allotment with the Designated Stock  December 12, 2017

Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking  December 13, 2017

of funds from ASBA Account

Credit of Equity Shares to depository accounts of Allottees December 14, 2017 

Commencement of trading of the Equity Shares on the Stock December 15, 2017

Exchanges
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Balance Sheet

Particulars As on 30-Jun-17 As on 31-Mar-17 As on 31-Mar-16

Non-current assets   

Fixed assets   0

Tangible assets 342.98 320.05 317.78

Intangible Assets 0.144 0.166 0.363

Capital Work In Progress 250.441 221.44 82.187

Intangible assets under development 0.227 0.227 0.006

 593.795 541.884 400.339

Goodwill on consolidation (Net) 1.134 1.134 1.134

Non-current investments 0.11 0.11 0.11

Long-term loans and advances 89.909 87.091 37.99

other non current assets 0.876 0.299 0.183

Total Non- Current Asset 685.82 630.52 439.76

Current assets   

Inventories 15.20 7.65 7.49

Trade Receivables 38.40 37.96 31.43

Cash and Bank balances 13.46 15.87 16.07

Short-term loans and advances 9.65 12.38 6.22

Other current assets 15.17 13.80 2.95

Total current assets 91.88 87.66 64.16

Total Assets  777.71 718.18 503.91

   

Non-current liabilities   

Long-term borrowings 251.92 285.40 201.07

Deferred tax liabilities (net) 23.06 22.83 2.08

Other non current liabilities 2.54 2.07 2.77

Long-term provisions 1.19 1.52 0.90

Total non-current liabilities 278.70 311.82 206.82

   

Current liabilities   

Short-term borrowings 59.015 26.067 9.32

Other current liabilities 96.55 65.091 35.43

Short-term provisions 0.716 0.747 0.17

Trade payables 44.466 38.976 46.78

Total current liabilities 200.75 130.88 91.70

Total 479.45 442.70 298.52

 298.26 275.47 205.39

Minority interest 0.058 0.07 0.369

Share application money pending allotment 0 0.24 0

Deferred Government subsidy 9.298 9.46 0

Total 288.90 265.70 205.02

Net worth represented by:   

Share capital 88.66 87.41 87.888

Reserves and surplus 200.25 178.29 117.14

Net Worth 288.90 265.70 205.02

Rs. in Cr.



Corporate Office:

11/6B, Shanti Chamber,

Pusa Road, New Delhi - 110005

Tel: +91-11-30111000

www.smcindiaonline.com

Mumbai Office:

Lotus Corporate Park , A Wing  401 / 402 ,

4th Floor ,Graham Firth Steel Compound,

Off Western Express Highway, Jay Coach Signal,

Goreagon (East) Mumbai - 400063

Tel: 91-22-67341600, Fax: 91-22-28805606

Kolkata Office:

18, Rabindra Sarani,

Poddar Court,Gate No.- 4, 5th Floor, Kolkata-700001

Tel: 91-33-39847000, Fax: 91-33-39847004

E-mail: researchfeedback@smcindiaonline.com

Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person 
due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual 
client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro and 
micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, 
including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject company(ies) mentioned 
here in; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company(ies) discussed 
herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other potential conflict of interest 
with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its 

Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this 

Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report. 

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC 

during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report. 

The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by 

the Research Analyst in this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.
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