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Stock Details

Industry FITNESS CENTRES
Bloomberg Code TALW:IN
BSE Code 533200
Face Value (Rs.) 10.00
Market Cap. (Rs. mn) 493.21
52wk. High/Low (Adjusted) ( (Rs.) 182/ 302

Shareholding Pattern Jun '16

Promoter (%) 37.99
FIl (%) 14.42
DIl (%) 0.00
Public - Other (%) 42.14
No. of Share Outstanding (mn) 28.90

Valuation Summar

FY15A FY16A FY17P FY 18P

P/E (x)* 21.11 14.14 16.00 18.00

EV/EBITDA (x) 9.67 5.79 6.17 6.58

P/BV (x) 3.51 1.65 1.51 1.73
*TTM for Current Year

Based on Market Price as on 1% Apr is taken for Each FY

Key Financial

Rs. Mn FY15A FY16A FY17P FY 18P
Net Sales 2525 2862 3320 3785
EBITDA 1245 1503 1457 1664
Net Profit 461 550 469 528
EPS (Rs.)* 17.6 19.0 16.2 18.3

*Un adjusted

Key Ratios

FY 15A FY16A FY17P FY 18P

EBITDA Margin (%) 55.2 59.8 51.6 51.7
EBIT Margin (%) 37.6 41.1 32.2 32.1
Net Pro. Margin (%) 20.4 21.9 16.6 16.4
Debt/Equity (x) 1.00 0.72 0.64 0.56
RoNW (%) 17.8 15.6 10.7 11.2
RoCE (%) 9.0 8.0 7.4 8.0
One Year Price / Volume
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WEALTH DISCOVERY SECURITIES PVT. LTD.

We recommend 'BUY' on TALWALKARS BETTER VALUE FITNESS for a
target of INR 329 - valuing the company at P/E of 18x FY18E Earning.

INVESTMENT RATIONALE:

e Market leader: The Company is one of the largest organized fitness
companies in South Asia.

e Value: 5632mn market capitalization that the company enjoyed as
on 31 March 2016, making it India’s most valuable fitness brand by
far.

e Geographic diversity: The business has been marked by 176 fitness
centres across prominent locations in 85 cities.

e First-mover advantage: the business is the largest in its space across
India enjoying high brand recall.

e Economies of scale: This business (176 fitness centres) generates
attractive economies of scale in the form of standardised fitness
centre formats and stronger negotiation power with suppliers.

VALUATIONS AND VIEW:

It is a company focused on health and fitness. It has Gyms all over the
country and in foreign countries too. We value the business at 18x FY18E
EPS and recommend a BUY rating on the stock with a target price of INR
329 per share.



RISK & CONCERNS:

e Economic risk: An economic downturn could affect the Company’s profitability and reduce spending on fitness on an
individual level.

e Competitive risk: Competition is a part of any business, and the potential of the fitness industry has attracted many
players.

e Personnel risk: The lack of skilled instructors could weaken the quality of services offered at the fitness centres.

e Financial risk: Non-availability of funding at competitive rates and a shortage of liquid funds may affect the Company.

COMPANY BACKGROUND:

Talwalkars Better Value Fitness Limited, commonly known as Talwalkars, is one of India's largest chain of health centers. It
has over 146 ultramodern branches across 80 cities in the country, with over 1,25,000 members.

Talwalkars growth can be attributed directly to the trust customers have in us, and the benefits they derive from expert
advice, personalized supervision, result-oriented approach, and Talwalkars know-how and experience in this field since the
first gym being set up in Mumbai in 1932 and now offering a diverse set of services including gyms, spas, aerobics and health
counseling of Talwalkars which made us brand name in the fitness industry.

INDUSTRY OVERVIEW:

Fitness industry in India is worth Rs.4,500 crore and is growing at 16-18% annually and is expected to cross Rs.7,000 crore
by 2017. The industry is fragmented with majority of the market dominated by unorganized and independent gyms outlets.
The organized or modern fitness retail is around 28% currently but growing a 22-27% yearly growth rate. There are over
21,000 health and wellness centers across India as of 2014.

Peer Comparison
Company Div. Yld NP Qtr. Qtr. Profit Sales Qtr. Qtr. Sales

(%) (Rs Cr) Var (%) (RsCr)  Var (%) CMP/BY
Wonderla Holiday 400 41.6 2,257.5 0.50 225 (19.90) 88.9 32.23 5.31
Talwal.Better 166 20.3 659.0 0.63 5.2 16.89 46.0 13.02 5.24
Nicco Parks 30 28.7 142.5 0.98 1.5 (4.35) 10.2 (7.29) 5.12
Powerhouse Gym 13 110.9 8.9 - NaN NaN NaN NaN 2.13
Funworld & Tour NaN NaN NaN NaN 0.1 50.00 0.6 (44.64) NaN
South Asian Ent. 8 19.4 3.1 - (0.3) (293.33) 0.3 (57.81) 0.26
Ajwa Fun World 16 14.5 7,042.4 - 0.3 520.00 1.5 22.22 3.51
*TTM
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FINANCIAL OVERVIEW
Q4 FY16 Performance Highlight

(in Million) 1Q FY16 2Q FY16 3Q FY16 4Q FY16 1Q FY17 YoY (%) QoQ (%)
Revenue 40.71 77.12 42.53 75.59 46.00 12.99% -39.15%
Other Income - - - - -
Total Income 40.71 77.12 42.53 75.59 46.00 12.99% -39.15%
Expenditure -19.54 -32.06 -21.75 -20.88 -21.51
As a % of Sales 48.00% 41.57% 51.14% 27.62% 46.76%
Interest -2.84 -3.76 -4.32 -4.66 -3.41 20.07% -26.82%
PBDT 18.33 41.3 16.46 50.05 21.09
As a % of Sales 45.03% 53.55% 38.70% 66.21% 45.85%
Depreciation -12.67 -10.63 -9.02 -11.25 -12.97
PBT 5.66 30.67 7.43 38.8 8.12 43.46% -79.07%
As a % of Sales 13.90% 39.77% 17.47% 51.33% 17.65%
Tax -1.1 -7.67 -2.16 -18.25 -2.79 153.64% -84.71%
Net Profit 4.56 23.01 5.28 20.55 5388 16.89% -74.06%
As a % of Sales 11.20% 29.84% 12.41% 27.19% 11.59%
Equity 29.71 29.71 29.71 29.71 29.71 0.00% 0.00%
EPS (Rs) 1.54 8.19 1.84 7.11 1.8 16.88% -74.68%
CEPS (Rs) 5.8 11.32 4.81 10.7 6.16
OPM % 52 58.43 48.85 72.38 53.24
NPM % 11.21 29.83 12.41 27.18 11.59
Income Statement (Consolidated)
Y/E Mar (Rs mn) FY 12A FY 13A FY 14A FY 15A FY 16A FY 17E FY 18P
Net Sales 1,194 1,509 1,873 2,257 2,514 2,822 3,217
Other Operating Income - - - - - - -
Expenditure 651 783 946 1,011 1,078 1,397 1,591
EBITDA 543 726 927 1,245 1,435 1,425 1,626
Depreciation 118 146 242 397 470 548 630
EBIT 425 579 685 848 965 878 995
Interest Expenses 91 108 120 128 177 180 216
PBT 334 471 566 720 788 698 780
Tax 104 158 178 245 302 261 289
Other Income 16 13 11 9 68 32 38
Extraordinary Items 4 - (0) - (0) - -
Net Income Before Adjustment 249 326 398 484 554 469 528
Minority Int./Income from Assoc. 29 26 32 23 3 - -
Adjusted PAT 221 301 366 461 550 469 528
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Balance Sheet (Consolidated)

Y/E Mar (Rs mn) FY 12A FY 13A FY 14A FY 15A FY 16A FY 17E FY 18P
Equity share capita 241 262 262 262 297 297 297
Reserves & surplus 1,202 1,823 2,143 2,507 3,973 4,199 4,682

Share Warrants - - - - - - _

Misc. Expenditure - - - o - - -

Net worth 1,443 2,085 2,405 2,768 4,270 4,496 4,980

Minority Interest 50 81 113 136 139 174 199

Share Application Money - - - o - - -

Loan Funds 1,220 1,352 1,373 2,779 3,073 - 2,777
Net deferred tax liability 143 192 238 258 275 275 275
Other Long-term Liabilities 92 166 132 11 2 15 17
Long-term Provisions - - - - - - -
Total Liabilities 2,949 3,876 4,261 5,949 7,760 4,962 8,250
Net block 2,576 3,578 4,505 5,213 5,646 6,371 6,904
Investment, Loan & Adv. 375 481 331 352 929 495 550
Total Current Assets 426 448 421 1,099 2,234 (1,414) 1,298
Current Liabilities & Provisions 427 630 997 716 1,049 493 505
Net Current Assets 2) (183) (576) 383 1,185 (1,907) 794
Total Assets 2,949 3,876 4,261 5,949 7,760 4,962 8,250

Cash Flow (Consolidated)

Y/E Mar (Rs mn) FY 15A FY 16A FY 17P FY 18P
Operating Cash Flow 44 340 335 236
Cash Flow from Investments (81) 16 (12) (12)
Cash Flow from Financing (14) (36) (45) (49)
Net Changes in Cash (51) 320 278 174
Opening Cash 28 (51) 269 547
Closing Cash Balance (23) 269 547 722
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Disclaimer: This document has been prepared by Wealth Discovery Securities Private Limited (hereinafter referred to as WD) to provide information about the company (ies)
and/sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company (ies). This report is for personal information of the selected recipient/s and
does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement to invest in securities or other
investments and Wealth Discovery Securities Private Limited (hereinafter referred as WD) is not soliciting any action based upon it. This report is not for public distribution and
has been furnished to you solely for your general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a
personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or
recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and
value of the investments referred to in this 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.

WD generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, WD generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board
member of any companies that the analysts cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading
strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing among other
things, may give rise to real or potential conflicts of interest. WD and its affiliated company(ies), their directors and employees and their relatives may; (a) from time to time,
have a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (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 company(ies) discussed herein or act as an
advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and
opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the affiliates of WD even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report
Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed to focusing on a
company's fundamentals and, as such, may not match with a report on a company's fundamental analysis. In addition WD has different business segments / Divisions with
independent research separated by Chinese walls catering to different set of customers having various objectives, risk profiles, investment horizon, etc, and therefore may at
times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to
exempt WD or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold WD or any of its affiliates or employees
responsible for any such misuse and further agrees to hold WD or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be
suffered by the person accessing this information due to any errors and delays. The information contained herein is based on publicly available data or other sources believed to
be reliable. Any statements contained in this report attributed to a third party represent WD's interpretation of the data, information and/or opinions provided by that third
party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. This Report is not intended to be a complete
statement or summary of the securities, markets or developments referred to in the document. While we would endeavor to update the information herein on reasonable basis,
WD and/or its affiliates are under no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent WD and/or its affiliates
from doing so. WD or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent
error in the information contained in this report. WD or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any
matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and noninfringement. The recipients of
this report should rely on their own investigations.

WD and its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the research report. Subject Company
may have been a client of WD or its associates during twelve months preceding the date of distribution of the research report WD and/or its affiliates and/or employees may
have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the date of publication of the research in the securities mentioned in
this report. To enhance transparency, WD has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the
views expressed in the report.

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the
research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research
analysts, strategists, or research associates principally responsible for preparation of WD research receive compensation based upon various factors, including quality of
research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement Talwalkars Better Value Fitness
1.Analyst ownership of the stocks mentioned above No
2.Served as an officer, director or employee No

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject WD & its group companies to registration or licensing requirements within such jurisdictions.
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Wealth Discovery

Transforming Knowledge into Wealth.

COMPLETE WEALTH MANAGEMENT SOLUTIONS !

Understanding financial needs.

Optimising returns. ..

Head Office

Wealth Discovery Securities Pvt. Ltd.
1206, 12th Floor,
Kailash Building K.G. Marg.
Connaught Place
New Delhi-110001

Telephone:
91 +11-43444-666
91 +11-43444-623

Email:
info@wealthdiscovery.in

Website:

http://www.wealthdiscovery.in
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