Shakti Pumps (India) Ltd (NSE: SHAKTIPUMP)

Five-Pillar Analysis, DalalBytes, October 2, 2026

Reference price: Rs 454.10, NSE close of Thursday, October 1, 2026 (NSE closed October 2, 2026 for
Gandhi Jayanti). FY = year ending March.

Grades at a glance

Sunrise (industry tailwind) PARTIAL
Leadership PARTIAL
Moat FAIL
Iron Fortress (balance sheet) PARTIAL
Free Cash Flow FAIL

Overall fit verdict: two fails and three partials. Shakti Pumps does not clear the five-pillar compounder
bar: a well-run cyclical riding a policy window, not a buy-and-hold compounder. Full investment report
score: 67/100, Selective Positive.
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Pillar 1: Sunrise (industry tailwind)
GRADE: PARTIAL

The tailwind is real but it is a policy window, not a sunrise. PM-KUSUM has installed 13.11 GW against a
34.8 GW target, with Component B (standalone solar pumps, Shakti's core) at roughly 70% of its
14-lakh-pump target and Component C (solarization of grid pumps) at roughly 34% of its 35-lakh target.
The commissioning deadline is extended to March 31, 2027 for sanctioned projects, and a PM-KUSUM 2.0
is in the proposal stage. Shakti installed 86,086 pumps in FY26 and 27,678 in Q1 FY27 (up 57.6% year on
year), and its order book, though thinner at about Rs 1,000 crore, still draws from Maharashtra, MP,
Haryana, Karnataka, and Rajasthan tenders.

The partial, not pass, is deliberate: this tailwind has an expiry date and a single-point-of-failure structure.
About 77% of revenue depends on subsidy schemes, one state's program was about 45% of the order
book, and tender realizations are already compressing (management admits "lower realisation from Magel
Tyala Scheme"). A genuine sunrise (India's solarization need) is filtered through a political mechanism
(tender calendars, state finances, L1 bidding) that converts structural demand into cyclical earnings. Grade
it as a strong cyclical tailwind with a 12-18 month verified horizon, not a decade-long sunrise.
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Pillar 2: Leadership
GRADE: PARTIAL

Dinesh Patidar (Chairman cum Whole-time Director) and Ramesh Patidar (Managing Director) are
founder-operators with four decades in pumps; both were reappointed for three-year terms in May 2026.
The operating record commands respect: revenue went from Rs 968 crore in FY23 to Rs 2,698 crore in
FY26 on the back of KUSUM execution, and the team voluntarily pivoted to cash conversion in FY26,
cutting receivables by over Rs 420 crore in a single quarter and bringing receivable days from 250
(December 2025) to 173 (March 2026). CFO Dinesh Patel (CA, ex-Mahindra) adds professional financial
depth.

The partial reflects structure, not integrity: the board is family-concentrated, the family holds 50.36% of
votes, succession beyond the current generation is not visible, and minority shareholders have no check
on the Rs 1,700 crore diversification into solar cells and EV components. No pledging, no auditor issues,
no SEBI strictures, and no related-party controversies surfaced. Competent and clean, but concentrated:
partial.
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Pillar 3: Moat
GRADE: FAIL

Shakti has real operational advantages: in-house motor and solar-pump controller manufacturing at scale,
a DSIR-certified R&D; center supported by IIT Delhi, 15 granted patents, and four decades of domain
knowledge. In a tender market these win bids and protect execution margins at the margin.

None of it is a moat. Solar pumps sold through L1 government tenders have no pricing power: the buyer is
the state, the award goes to the lowest qualified bidder, and brand equity does not decide tenders. There
are no switching costs, no network effects, and no proprietary technology that CRI, Oswal Pumps, Taro, or
Lubi cannot replicate; controllers and stainless steel pumps are engineering, not IP fortresses. FY26 is the
empirical proof: when realizations softened, EBITDA margin fell 840 bps in one year despite the same
factories, the same patents, and the same team. An advantage that cannot defend margin in a
down-tender year is an edge, not a moat. Fail.
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Pillar 4: Iron Fortress (balance sheet)
GRADE: PARTIAL

The fortress has walls but the gate is working capital. Consolidated debt-to-equity is 0.29 (FY26), interest
coverage is 7.1x, promoter pledging is zero, and the July 2025 QIP (Rs 292.6 crore at Rs 918) left cash
and short-term investments of about Rs 690 crore against total assets of Rs 3,050 crore. Book value is Rs
142.4 per share. That is a solid capital structure for a mid-cap capital goods company.

The partial is the receivables machine: Rs 1,370 crore of receivables against Rs 2,698 crore of revenue,
with receivable days swinging from 152 (FY25) to 250 (December 2025) to 173 (March 2026).
State-government payment cycles, not the company, set this number, and every spike has to be funded
with debt or equity. Add the Rs 1,700 crore capex program (cell plant plus capacity doubling plus EV), and
the balance sheet is about to be tested exactly when the tender cycle is soft. Adequate today, fragile by
design: partial.
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Pillar 5: Free Cash Flow

GRADE: FAIL

The numbers are unambiguous. Operating cash flow (Rs crore): FY22 17.0, FY23 38.7, FY24 54.4, FY25
20.5, FY26 124.1. Capex: 21.6, 24.6, 58.8, 108.1, 180.0. Free cash flow: -4.6, +14.1, -4.4, -87.6, -55.9.
Five-year cumulative operating cash flow of about Rs 255 crore against cumulative PAT of about Rs 897
crore is cash conversion under 30%, and free cash flow has been negative in four of five years. The
company grows profit on paper and consumes cash in reality because the tender business parks earnings
in state-government receivables. Management's FY26 working-capital pivot is the right response, but one
good quarter (receivables down Rs 420 crore) does not repair a five-year record. Until the company strings
together two to three years of free cash flow at least matching reported PAT, this pillar fails.
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Overall fit verdict

Two fails (Moat, Free Cash Flow) and three partials (Sunrise, Leadership, Iron Fortress). Shakti Pumps
does not clear the five-pillar compounder bar, and it is important to say why plainly: it is a well-run cyclical
riding a policy window, not a business that compounds through cycles. The pillars that fail are the
structural ones (moat, cash conversion), while the pillars that partially pass are the cyclical ones (tailwind,
operators, balance sheet adequacy).

That does not make it uninvestable; it makes it a different instrument. The full investment report scores it
67/100, Selective Positive, with FY2029 scenarios from Rs 300 (bear) to Rs 2,150 (bull) around a Rs 1,000
base case. The five-pillar lens says: treat it as a tender-cycle position with a 12-18 month catalyst horizon
(KUSUM 2.0 natification, receivable-days trend, margin recovery), not as a buy-and-hold compounder.
Revisit the pillar grades if free cash flow turns sustainably positive and KUSUM 2.0 extends the scheme
runway with intact economics.
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