
 

Khadim India Limited  
 

                                                                                                                                                         NOT RATED 

 

  

 

- 1 -                                                                                                                                                          Wednesday, 1
st  

November, 2017                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         
 

This document is for private circulation, and must be read in conjunction with the disclaimer on the last page. 

IP
O

 N
O

T
E

 

   
 

 

Issue Details Khadim India (Khadim), established in 1981 is one of the leading footwear 
brands in India, with a two-pronged focus on retail and distribution of 
footwear. Khadim is the second largest footwear retailer in India in terms of 
number of exclusive retail stores operating under the “Khadim’s” brand, with 
a large presence in East India and a place among of the top three players in 
South India, in FY16. Moreover, it has the largest footwear retail franchisee 
network in India in FY16. 
 
Khadim’s core business objective is ‘Fashion for Everyone’, and it has 
established an identity as an ‘affordable fashion’ brand, catering to the entire 
family for all occasions. As on June 30, 2017 and FY17, the company ran 853 
and 829 ‘Khadim’s’ branded exclusive retail stores across 23 states and one 
union territory in India, respectively, through its retail business vertical. 
Further, the company has a network of 377 and 357 distributors in its 
distribution business vertical in the three month period ended June 30, 2017 
and FY17, respectively. 
 
Khadim manages through two distinct business verticals, retail and 
distribution, each with its customer base, sale channels and product range. 
 

 The retail business operates through its exclusive retail stores 
catering to middle and upper middle income consumers in metros 
(including mini-metros) and Tier I – Tier III cities, who primarily shop in 
high street stores and malls, for fashionable products. 

 

 The distribution business is conducted through a wide network of 
distributors catering to lower and middle income consumers in metros 
and Tier I – Tier III cities, who primarily shop in multi-brand-outlets 
(MBO) for functional products. The company is also engaged in the 
business of institutional sales and export of footwear. 

 
The retail business constituted 70.0% 73.5%, 75.2% and 72.2% of the net 
revenue, for the three month periods ended June 30, 2017, FY17, FY16 and 
FY15, respectively which constituted net revenue of ₹ 124.9 crores, ₹ 456.5 
crores , ₹ 402.1  crores and ₹ 332.2 crores, respectively. As on June 30, 2017 
and March 31, 2017, 66.6% and 67.2% of its exclusive retail stores catered to 
East India, 17.6% and 17.4% of its exclusive retail stores catered to South 
India and 15.8% and 15.4% of its exclusive retail stores catered to the rest of 
India, respectively. 

 
 
 
 
 
 

Listing NSE & BSE 

Open Date 2/10/2017 

Close Date 6/10/2017 

Price Band 745-750 

 
 

Capital Structure (In Cr) 

Sh. pre-IPO 1.7 

Fresh issue 5.0 

Offer for 
Sales 

0.6 

  

Shareholding Pattern 
(%) 

 Pre Post 

Promoters 100.0  59.7 

Public   00.0  40.3 

Total 100.0 100.0 
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Key Investment Highlights: 

 
 
A leading footwear brand, offering affordable fashion across various price 
segments 
 
Khadim believes that the biggest strength of its ‘Khadim’s’ brand is the product 
offering, which is ‘affordable fashion’ for the entire family for every occasion. The 
widespread product range offers a wide variety of designs and styles, and caters to 
various customer segments across a wide range of price points, by providing 
affordable footwear products for men, women or children, across age groups. In 
the retail segment, the maximum retail price (MRP) is ranged from ₹77 to ₹3,599 
for its products. Its brand and sub-brands command high consumer recall and is 
associated with high quality products at affordable prices. Apart from servicing the 
existing customer base, the company believes that "Khadim’s” brand aided it to 
capture the target audience transitioning from the unorganized to organized market 
and its sub-brands helped to target and retain its customers, especially given the 
significant years of brand equity the company has built with them.  
 
Owing to the affordable fashion positioning, the company is able to straddle both 
the retail and distribution business verticals. It caters to fashion conscious 
customers through the premium products in the retail segment and it also 
leverages the brand recall to give impetus to the distribution business. 
 
Owing to the brand positing and product offering, the company is able to grow 
seamlessly across geographies. The attributes of the brand have also enabled to 
replicate the brand’s success in South India and penetrate markets in West India.  
 
Strong design capabilities to maintain seasonal trends and leading 
premiumisation through sub-brands 
 
Khadim has a detailed design process pursuant to which it creates designs for 
consumers across diverse segments for various seasons and festivals. It draws the 
inspiration from the mood of the season, fashion, and colour of a particular season. 
Khadim follows and survey fashion trends across international and domestic 
markets, and continued market research enables it to understand the changing 
needs of the consumers. The strong in-house design capabilities have enabled the 
company to create and grow sub-brands organically, through the development of 
premium products, to cater to its existing customer base. While it continues to 
target consumers and provide affordable fashion through ’Khadim’s’ brand, its sub-
brands focus on targets and retain customers, especially given the significant years 
of brand equity the company has built with them. The sub-brands, which include 
‘Pro’, ‘Lazard’, ‘Softouch’, ‘Cleo’, ‘British Walker’, ‘Turk’, ‘Sharon’, ‘Bonito’ and 
‘Adrianna’, have varied merchandise categories and cater to men, women or 
children, by providing affordable and fashionable footwear for a variety of 
occasions. The revenue from all sub-brands as a percentage of the retail footwear 
business revenue has increased to 51.2% in the three month period ended June 
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30, 2017 and 52.4% in FY17, from 42.8% in FY13. The change in the product mix 
along with reasonable price increases has led to an increase in average selling 
price (ASP). In the distribution business area, the company primarily sells its 
products under the ‘Khadim’s’ brand. It believes the retail brand recall increases 
the demand for more premium products, thereby allowing it to upscale the product 
mix in this business vertical. The company has started introducing premiumised 
versions of certain of its product offerings, including Hawai, PVC and PU. 
 
Two-branched market strategy that straddles efficiently across retail and 
distribution models 
 
Khadim operates through two distinct business models, retail and distribution, each 
with its own customer base, sale channels and product range. Its retail business 
operates through the company owned or franchised exclusive retail stores, catering 
to middle and upper middle income consumers in metros, Tier I – Tier III cities, who 
primarily shop in high street stores and malls for fashion oriented products. The 
distribution business operates through a wide network of distributors catering to 
low and middle income customers in metros and Tier I – Tier III cities, who 
primarily shop in MBOs for functional products. Both the businesses are 
independently carried out with dedicated product design teams who have the ability 
to create distinct product baskets for both the businesses and focused sales 
teams, responsible for the performance of the individual businesses. The sales 
team has approximately 66 members in addition to store level sales personnel for 
the retail business, and 45 members in the sales team for distribution. Both of the 
business verticals complement each other, as each of them predominantly have 
separate product ranges, target audience and channels of sale. Also, given the 
different business profiles, it helps de-risk the company with regard to dependence 
on any one business. 
 
Extensive geographical reach and penetration across East and South India  
 
Khadim is the second largest footwear retailer in India, with the strong presence in 
East India and ranks among the top three players in South India. It believes that it 
has been able to successfully replicate the business model from East India in the 
Southern Indian markets. The experience of growing and establishing its market 
position in South India, coupled with the brand positioning, is enabling the 
company to develop and target new geographies across India. The success and 
brand acceptance is demonstrated by the number of franchisee operated stores it 
has been able to open across geographies. In FY16, it had the largest retail 
footwear franchisee network in India. 
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Issue Structure & Valuation 
 
The proposed Khadim India Ltd issue is for an aggregate amount of Rs 500 crores 
(50,000,000 shares) by way of a fresh Issue of shares and also an Offer for Sale of 
Rs. 6.7 crores (6,574,093 shares) by existing share holders. This is being offered 
to the public at a price range of Rs 745 per share (lower price band) to Rs 750 per 
share (upper price band). 
 

Category

QIB

Non institutional Bidders

Retail

Total

19800933 35%

56574093 100%

No. of shares Offered Percentage of Shares Offered

28287046.5 50%

8486114 15%

 
 

The valuation on a trailing basis works out to 42.1x and 41.9x FY17 P/BV at the 
upper and lower band of Rs 750 and Rs 745 respectively. 
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SWOT ANALYSIS : 
 
 

STRENGTH 
 
 

 Asset light model through 
franchise route   

 
 

 Leading position in East India 
and amongst top three players 
in Southern India 

 

 Healthy revenue mix through 
retail and distribution verticals 

 

WEAKNESS 
  

 

 Failure to successfully procure 
raw materials or to identify new 
raw material suppliers  
 

 Penetration in new markets may 
have political, economic and 
social instability 
 

 Default in payment from 
franchisee operated stores 
could impact profit 

  

OPPORTUNITY 
 

 Shift from unorganized to 
organized due to GST 
 

 Northern and western markets 
remains under penetrated 
  

 Increase in organized market 
share of footwear industry 
 
 

THREAT 
 

 Rise in price of raw material 
may hit margins 

 

 Difficult to maintain high growth 
rate 
 

 Stringent competition from 
bigger players like Bata and 
Relaxo 
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Profit and Loss (Rs. In crore) 

 

Particulars FY13 FY14 FY15 FY16 FY17 3MFY17

Revenue

Revenue from Operations (Gross) 425.4 480.8 461.8 535.1 621.7 178.5

Less : Excise duty 2.3 2.6 1.7 0.6 0.5 0.1

Revenue from Operations (Net) 423.0 478.1 460.2 534.5 621.2 178.4

Other Income 2.7 4.9 5.5 4.3 4.3 1.3

Expenses

Cost of material consumed 54.3 50.4 61.2 76.2 105.1 33.0

Purchase Stock-In-Trade 250.2 256.4 254.9 246.7 278.3 86.0

Changes in Inventories of finished goods & Work-in-Progress-24.8 7.4 -3.7 13.1 -12.0 -11.9

Employee Benefit expenses 36.4 42.2 46.1 45.3 55.2 15.5

Finance cost 24.3 25.6 19.2 14.6 13.5 3.3

Depreciation and Amortisation 8.3 10.6 19.2 16.3 15.9 3.9

Other Expenses 63.5 72.4 88.0 100.9 128.9 39.1

Total 412.2 464.8 484.8 513.0 584.8 168.9

EBITDA 13.5 18.3 -19.1 25.8 40.7 10.8

Income tax expenditure

Net Current tax 3.3 5.2 0.1 1.2 10.6 3.9

Deferred tax 1.3 1.0 -0.5 -0.6 -0.6 -0.1

Profit After Tax 8.9 12.1 -18.7 25.2 30.8 7.1

 
 
 
 
 
 
 
 
 
 
 

  

  



 

 
 
 

  

 

  

 
- 7 -                                                                                                                                                             Wednesday, 1

st  
November, 2017                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       

 

This document is for private circulation, and must be read in conjunction with the disclaimer on the last page. 

Balance Sheet (Rs. In crore) 
                 
 

Particulars FY13 FY14 FY15 FY16 FY17 3MFY17

EQUITY AND LIABILITIES

Share Capital 12.1 12.1 17.3 17.3 17.3 17.3

Reserves and surplus 91.5 61.7 111.9 137.1 167.9 175.0

Sub-Total 103.6 73.8 129.2 154.4 185.2 192.3

Non Current Liabilities

Other long-term borrowering 50.8 29.1 16.9 7.1 0.2 0.0

Deferred Tax Liabilities (Net) 8.3 9.2 7.0 6.4 5.8 5.6

Other long-term Liabilities 6.3 6.4 7.7 8.8 9.2 9.5

Long Term Provisions 1.3 1.7 0.8 0.5 0.6 0.5

Sub-Total 66.6 46.5 32.5 22.8 15.8 15.6

Current Liabilities

Short-Term borrowings 119.4 78.0 105.0 97.6 104.0 136.7

Trade payables 77.4 96.6 57.4 56.8 89.8 119.5

Other Current Liabilities 26.0 104.1 19.6 17.7 13.7 21.1

Short Term Provisions 2.5 2.1 1.9 2.9 1.3 2.2

Sub-Total 225.3 280.7 184.0 175.1 208.8 279.5

Total Liabilities 395.5 401.1 345.6 352.3 409.8 487.4

ASSETS

Non-Current Assets

Fixed Assets

Tangible Assets 149.5 158.1 147.7 142.0 131.6 135.6

Intangible Assets 1.6 1.3 1.1 1.5 1.4 1.4

Capital WIP 8.0 2.2 0.5 0.9 3.1 2.9

Intangible Assets under development 0.3 0.4 1.6 0.0 0.0 0.0

Non-Current Investments 0.0 0.0 0.0 0.0 0.0 0.0

Long - term loans and advances 40.1 21.0 25.9 29.1 28.5 29.0

Other non -current assets 0.5 0.0 0.9 1.1 1.1 1.1

Total Non - Current Assets 200.1 183.0 177.9 174.7 165.8 170.1

Current Assets

Current investments 0.0 0.0 0.0 1.1 0.0 2.8

Inventories 143.0 114.0 113.8 100.9 114.5 132.1

Trade receivables 22.0 57.1 24.1 34.9 77.2 92.4

Cash and Cash Balances 10.0 31.5 12.4 19.4 16.6 51.7

Short-term loans and advances 14.7 9.1 11.3 15.0 21.5 23.9

Other current assets 5.8 6.4 6.1 6.4 14.3 14.5

Total Current Assets 195.4 218.1 167.7 177.6 244.0 317.3

Total Assets 395.5 401.1 345.6 352.3 409.8 487.4
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Disclosures and Disclaimer  

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is a member of 
BSE and NSE. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in last five years except 
administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records. Ventura Guaranty Limited 
is the holding Company of VSL; Ventura Commodities Limited and Ventura Allied Services Private Limited are subsidiaries of VSL. Research Analyst (RA) involved 
in the preparation of this research report and VSL, disclose that neither RA nor VSL nor its associates (i) have any financial interest in the company which is the 
subject matter of this research report (ii) holds ownership of one percent or more in the securities of subject company (iii)  have any material conflict of interest at the 
time of publication of this research report (iv) have received any compensation from the subject company in the past twelve months (v) have managed or co-
managed public offering of securities for the subject company in past twelve months (vi) have received any compensation for investment banking, merchant banking 
or brokerage services from the subject company in the past twelve months (vii) have received any compensation for products or services from the subject company 
in the past twelve months (viii) have received any compensation or other benefits from the subject company or third party in connection with the research report. RA 
involved in the preparation of this research report discloses that he / she has not served as an officer, director or employee of the subject company. RA involved in 
the preparation of this research report and VSL discloses that they have not been engaged in the market making activity for the subject company. Our sales people, 
dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to 
the opinions expressed herein. We may have earlier issued or may issue in future, reports on the companies covered herein with recommendations/ information 
inconsistent or different than those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may 
give rise to or potential conflicts of interest. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more 
areas within us, or other areas, units, groups or affiliates of VSL. This report is for information purposes only and this document/material should not be construed as 
an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the 
basis of or be relied upon in connection with any contract or commitment whatsoever. This document does not solicit any action based on the material contained 
herein. It is for the general information of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does 
not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. 
Similarly, this document does not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person 
who may receive this document. The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or 
strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate 
whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for 
conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in 
the securities forming the subject matter of this document. The projections and forecasts described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be 
expected that one or more of the estimates on which the projections and forecasts were based will not materialize or will vary significantly from actual results, and 
such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely by the authors of this report 
independently for the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted 
accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not 
regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL, its associates, the authors of this report or any other 
person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts 
described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts. The price 
and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any 
investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. 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. We do not provide 
tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. VSL and the RA involved in the preparation of this 
research report and its associates accept no liabilities for any loss or damage of any kind arising out of the use of this report. This report/document has been 
prepared by VSL, based upon information available to the public and sources believed to be reliable. No representation or warranty, express or implied is made that it 
is accurate or complete. VSL has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy 
and completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you 
when opinions or information in this report change. This report or recommendations or information contained herein do/does not constitute or purport to constitute 
investment advice in publicly accessible media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of 
the recipient only. This publication may not be distributed to the public /used by the public media without the express written consent of VSL. This report or any 
portion hereof may not be printed, sold or distributed without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or 
purchase or deal in any securities and neither this document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This 
document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or other media and may not be 
reproduced or redistributed to any other person. The opinions and projections expressed herein are entirely those of the author and are given as a part of the normal 
research activity of VSL and are given as of this date and are subject to change without notice. Any opinion, estimate or projection herein constitutes a view as of the 
date of this report and there can be no assurance that future results or events will be consistent with any such opinions, estimates or projection. This document has 
not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. 
Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and 
projections contained herein are entirely those of the authors. Neither the company nor its directors or any other person accepts any liability whatsoever for any loss 
arising from any use of this document or its contents or otherwise arising in connection therewith. The information contained herein is not intended for publication or 
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless 
otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by 
Securities and Exchange Board of India before investing in Securities Market. 
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