
Talwalkars Better Value Fitness : High Priced Issue
IPO Note:  PE Ratio 54 times on post IPO equity  

Ranking:**

Issue details
Price band (Rs) Rs.123 - 128
IPO Opening Date 21/04/2010
IPO Closing Date 23/04/2010
Issue Size Rs. 74.40 - 77.4 crore

Valuations & Recommendation
The company has set a price band of Rs 123 to 
Rs 128 per equity share of Rs 10 face value. At 
the  lower  band  of  Rs  123  per  share,  the  P/E 
would be 51.6 times the annualized EPS of Rs 
2.4 for  the  nine  months  ended December  2009 
(on post-IPO equity) and 82 times the EPS of Rs 
1.5 (on post-IPO equity) for FY09. At the upper 
price band of Rs 128 per share, the P/E would be 
54 times the annualized EPS for the nine months 
ended December 2009 and 85 times the EPS for 
FY09.  There  is  no comparable  listed  company. 
We  recommend  to  avoid  this  issue  but 
investors  with  high  risk  aptitude  can  take 
exposure  in  this  issue  because  company  is 
growing with high CAGR.

Highlights:
● Revenues have grown at  a  compounded annual  growth 

rate (CAGR) of 63% since fiscal year ‘05 to reach Rs 59.2 
crore in FY09. 

● Profits have grown at a CAGR of 118% since FY05 to hit 
Rs 5.7 crore at the end of FY09.

● It  owns  one  of  the  largest  and  oldest  fitness  chains  in 
India

● It owned 37 health clubs and operated 14 more through 
franchisee  route across  24 cities  in  11 states  across  the 
country

● Plans to open 38 clubs in FY11

Company Introduction
Promoters 
Talwalkars Better Value Fitness is one of the largest fitness chains in 
India  offering  a  diverse  suite  of  services  including  gyms,  spas, 
aerobics and health counseling under the brand "Talwalkars".  It is 
promoted by Mr. Madhukar Talwalkar, Mr. Prashant Talwalkar, Mr. 
Vinayak  Gawande,  Mr.Girish  Talwalkar,  Mr.  Harsha Bhatkal  and 
Mr.  Anant  Gawande.  "Talwalkars"  has  pioneered  the  concept  of 
gyms  in  India  and today is  a  recognized  name in  the  health  and 
fitness industry. Currently the company operates 58 health clubs out 
of which 44 health clubs are owned by the company, 9 health clubs 
are Joint Ventures (JV)/Associates and the rest 5 health clubs are run 
through franchisees. It is present in 24 cities belonging to 11 states of 
the  country  and serving over  55,000 members.  The  company has 
added 15 health clubs in FY09. In FY10, the company has added 9 
health clubs. In the near term the company is going to start 7 health 
clubs,  for  which  premises  have  been  taken  on  lease  and  gym 
equipments have been ordered. Moreover for 4 clubs, the company 
has completed the planning phase and will commence execution very 
soon. 
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Net Sales 44.08 52.97 34.14 19.86
OPM (%) 39.7 32.2 39.4 30.5
PAT 4.29 5.69 4.52 1.09
EPS (Rs) 2.4 1.5 1.9 0.5

       RANKING METHODOLOGY 

      WEAK                    *
      AVERAGE             **
      GOOD                     ***
      VERY GOOD         ****
      EXCELLENT          *****

Developments
The company has also entered into arrangements  with established 
local  fitness  operators  to  accelerate  gym  ramp-up  in  specific 
locations. Currently it owns 6 gyms named ‘Fit & Active' through 
this JV viz, one each at Mumbai, NCR, Nagpur, Siliguri (WB) and 
two at Bangalore.

Moreover,  the  company  through  Denovo  Enterprises  owns  health 
clubs at Indore and Jaipur while the company has also entered into 
an  agreement  with  Equinox  Wellness  to  own  a  health  club  at 
Kolkata. The company has five clubs under franchisee model with 
two each in Delhi and Nagpur and one in Mumbai.

The company has signed a Memorandum of Understanding (MoU) 
for a JV with Life Fitness India to set up 4 gyms in Pune. This gives 
the former a compulsory right to buy out these 4 gyms on March 31, 
2013  and  also  an  option  to  buy  the  existing  4  gyms  currently 
operated by them.

Products & Services
The  company  offers  three  product/services:  A)  Fitness  Training 
which includes personal exercise program, body sculpting and body 
shaping.  B) Nutrition Centre which includes weight  loss program, 
weight  maintenance  program and weight  gain  program.  C)  Value 
Add-ons  which  includes  spa  &  massage,  aerobics,  spinning  and 
steam & sauna bath.

IPO and Purpose
The company intends to enter capital market to raise money in the 
range of Rs 74.42 crore to Rs 77.44 crore by issuing around 60.5 
lakh equity share of face value of Rs 10 each at the price range of Rs 
123 to Rs 128 per share. The company is raising this money to add 
another  27  health  clubs  in  FY11.  Each  health  club  has  capital 
expenditure of approximately around Rs 1.86 crore which turn into 
Rs 50.22 crore for 27 clubs.  The company also plans to repay its 
unsecured loan amounting to Rs 20.6 crore.
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