


SME investments are subject to "getting conned" risks. Please do your own due 

diligence carefully before investing.

Disclosure

Surviability Risk - Most of these companies might disappear after 10 years

– Their current intrinsic value is close to 0.



Why SME investment is so risky? 

Letter by CFO of 5 core Electronics

52-week high: 150. CMP: 35



What's the criteria of 
picking stocks ?

Will study couple of 
SME compnaies.



Investing is all about betting on future.

What are the tools to predict future ?

https://www.youtube.com/watch?v=qs57X1YarGI

Ans is simple -

"No such tools exists in this universe".

https://www.youtube.com/watch?v=qs57X1YarGI


Even the best in business fail -



Then how would you bet on 

future if it can't be predicted ?

It can't be predicted but it can be estimated.

Universe itself is very good reference can be used to 

estimate range of possible outcomes.



How bad things 

could turn out.
How good things 

could turn out.

DMART , HDFC, FMCG, NBFCs / HFCs (of 2017) etc.

SME Stocks ?



Daniel Kahneman Formula For Success

Success = talent + luck;

Great success = a little more talent + a lot of luck.



Plan for this
You might get lucky



Regression to the Mean – Most powerful force in the 

universe.

- Daniel Kahneman

HDFC Bank is more of exception than norm 

and its sin to belive " This going to be next 

HDFC bank etc "

And its risky to assume exceptional 

performance will last forever.

Pharma analysts (2014) - " Trees don't grow 

to the sky "



Sheetal Cool Ltd.

Aarti Industries

Valiant Organics

Amarjyoti

Abhilasha Tex Chem

Amul Ltd.

Logistics Companies ?



Why SME ?

 Fish where no one is finishing –

Least institutionally tracked.

 Higher Inefficiency – Businesses 

not very well Understood.

 Illiquid.



SMEs – I have tracked / Invested
1. Valiant Organics Ltd - Growth stock ( hard to value ).

2. OmFurn Ltd. - Ben graham stock ( probably made the mistake)

3. SouthWest Pinnacle Ltd – Good management – Tough business ?

4. Worth Peripherals Ltd – Not sure why it trades at premium.

5. Zota Healthcare - Drug to Retail Pharma story.

6. Global Education Ltd – Fraud ?

7. Suyog Telematics Ltd – Great busssine but Diworsification.

8. MRSS Ltd – Ponzzie Scheme ?

9. BANSAL ROOFING PRODUCTS LTD - Intelligent Fanatic (In Bad business )

10.ANI INTEGRATED SERVICES LIMITED - Chor Promoters ??

11.Lexus Granito – Sun rise industry ?

12.Sriji Trans logistics Ltd – Great promoters ( small fish trying to survive )

13.Yog Décor - Great promoters ( small fish trying to survive )

https://dhruvapandey.wordpress.com/2017/12/28/valiant-organics-part-2/
https://dhruvapandey.wordpress.com/2018/07/06/my-assesment-on-omfurn/
https://dhruvapandey.wordpress.com/2017/11/12/worth-peripherals-ltd/
https://dhruvapandey.wordpress.com/2018/12/29/bhatri-intratel-ii/
https://dhruvapandey.wordpress.com/2017/11/13/majestic-research-services-sltns-ltd/
https://dhruvapandey.wordpress.com/2018/07/29/bansal-roofing-products-ltd/
https://dhruvapandey.wordpress.com/2017/11/27/ani-integrated-services-limited/




Global Edu Ltd – Fraud ?

Curious case of ” GLOBAL 
EDUCATION LTD ”

http://forum.valuepickr.com/t/curious-case-of-global-education-ltd/10952








OmFurn Ltd. - Ben graham stock.

Market Cap: 9.74 Cr

Revenue Fy18 = 33Cr, Net profit = Rs 2Cr.
• Stock P/E: 5
• Price / Book: 0.30

This model of doing customized furniture for commercial 

building although looks niche but i feel is not an scalable 

business.

https://dhruvapandey.wordpress.com/2018/07/06/my-assesment-on-omfurn/


New story started on 2017 ?

• They are expanding on manufacturing of door frames & shutter 

primarily to Cater Real Estate sector.

• Total Money Spent just on Expansion = Rs 8.74 Cr.

• 6Cr has been raised as a debt through Union Bank and rest Rs 

2.5 Cr has been raised via IPO.

• Mcap of the company = Rs 9 Cr 

• Seems like market thinks everything going to fail in long 

run ?

What was the plan with IPO ?





• One door typically cost around Rs 400 / sq feet , Typical door size is 7 x 4 feet = 28 Feet sq .

• Rev per door = 28 * 400 = Rs 11,200 /- ( lets say Rs 10,000 /- )

• At full capacity of Capacity of 5000 doors per month = Rs 5000 x 10,000 = Rs 5Cr /- per month.

• In 12 months at best they can do Revenue of = Rs 60 Cr. ( Mcap of the company is Rs 9 Cr )

• The Capex of 3000 doors per months at best can add around = Rs 48 Cr /- per annum.

• At 50% utilization we should see net addition of Rs 24 Cr to the top line.

• Fy18 company did top line of Rs 33 Cr /-.

• This new business (Door & shutter frame) alone can add significant growth 70-80% to the top line next 

year.

How much will they be able to make in best case scenario ?



SouthWest Pinnacle Ltd.



















Financials

L IQUIDITY 
RATIOS

2018 2017 2016 2015 2014 2013

Current Ratio 1.42 0.71 0.71 0.71 0.66 0.61

Quick Ratio 0.80 0.28 0.34 0.31 0.36 0.32

CFO to Current 
Liabilities

-0.30 0.31 0.34 0.20 0.16 0.17

Market Cap: 73.94 Cr.



Long Term Debt Ratio

Debt / Equity 0.99 2.63 2.54 3.05 4.54 5.45

Long Term Debt to Equity 0.21 0.75 0.26 0.35 0.75 1.75

Long Term Debt to 

Tangible Assets
0.23 0.33 0.14 0.16 0.25 0.42

Return Ratios

ROE % 12.78% 20.44% 16.52% 14.90% 21.12% 2.82%

ROA % 6.41% 5.63% 4.67% 3.68% 3.81% 0.44%

Fianacial Leverage 1.99 3.63 3.54 4.05 5.54 6.45



FY 2018 2017 2016 2015 2014 2013

Total revenue 

(A) Lacs
8,200.38 7,273.54 8,492.79 6,341.12 5,224.17 3,781.49

Profit/ (loss) for 

the year
909.72 600.8 386.23 290.94 282.26 29.74

EBITDA Margin 33.71% 27.93% 22.82% 22.08% 28.23% 28.49%

Net Margin 11.09% 8.26% 4.55% 4.59% 5.40% 0.79%

Interest 

Exp./Sales
7.69% 7.14% 9.75% 8.70% 9.73% 11.45%

Dep / Sales 9.02% 8.17% 6.22% 6.40% 11.08% 12.23%

CFO -1644.317 1,688.26 1,815.87 1,067.17 789.25 657.79

Market Cap: 73.94 Cr.



Some interesting points about their businesses model.

There is some level of entry barrier





Main asset is drilling rigs and Diesel Prices are their main Input cost.



Management













mark mobius.



Thankyou


