
Servalakshmi Paper : Weak Issue ; Avoid
IPO Note:  Commercial Production yet to start

Ranking:*

Issue details
Price band (Rs) Rs. 27 - Rs. 29
IPO Opening Date 27/04/2011
IPO Closing Date 29/04/2011
Issue Size Rs.60.00 Crore 

  
Valuations & Recommendation

Servalakshmi Paper Ltd. manufacturer of Printing 
& Writing  Paper  and Newsprint  is  entering  the 
capital market with an IPO to raise funds to the 
extent of Rs 60 cr. for expansion. The company 
intends to issue shares in the price band of Rs 27-
29.  The issue opens  on 27-04-11 and closes  on 
29-04-11.  Keynote  Corporate  Services  and IOB 
are the BRLMs.

The  company  is  yet  to  start  commercial 
production and hence the financial analysis is 
not possible. It is still early days and it will take 
couple  of  years  to  show  profits.  There  is  no 
justification  for  premium  for  a  loss  making 
company. We  strongly recommend to AVOID 
this high priced issue.

    

Highlights:
 Incorporated  in  2005,  has  setup  a  Paper  Plant  at 

Kodaganallur  Village,  Tirunelveli  district  of  Tamil 
Nadu.

 The  company  intends  to  utilize  the  funds  for 
installation of balancing equipments and towards the 
working capital requirements. 

 The  paper  mill  has  a  total  production  capacity  of 
90,000 tonnes per annum, which is one of the largest 
single location plants in the country. 

 The company is yet to start commercial production 

 IPO Grade 2 by ICRA

 Huge long term debt – The Company has availed Rs 
224 cr as long term debt

 B Sri Ramulu - director (son in law of the promoter 
R  Ramaswamy)  is  the  managing  director  of  K  G 
Denim  Limited,  which  came  public  in  early  the 
eighties and now quoting around Rs 17 (FV Rs10). 

 Phase I involving a total investment of Rs 280cr has 
been already completed and commercial production 
is likely to start in next few weeks.

 

DISCLAIMER
The information provided by or in this newsletter is generally from the press reports,  electronic media, research websites and other media. The 
information also includes information from interviews conducted, analysis, views expressed by our research team. Investors should not rely solely on 
the information contained in this publication and must  make their  own investment decisions  based on their specific  investment objectives  and 
financial position and using such independent advisors as they believe necessary. The material and the information provided by this newsletter are 
not, and should not be construed as an advice to buy or sell any of the securities named in this newsletter. SIHL may or may not hold positions in any 
of the securities named in this newsletter as a part of its business. Past performance is not necessarily an indication of future performance. SIHL does 
not assure for accuracy or correctness of information of reports in the newsletter.


