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NOT RATED 

RATE Poised to drive high double digit growth 

 

Sheela Foam 
 
 Summary 

We interacted with the management of Sheela Foam Ltd (SFL). Company 

expects to grow revenue at 15% CAGR, ahead of industry growth at 10%. SFL is 

also aiming to venture aggressively into mass mattress market (at Rs 2-2.5 k 

price point), which is currently largely unorganized. In markets where SFL 

existed since long (like North India), they enjoy 40%+ market share. SFL is no. 1 

mattress player in India with 25% market share. Company targets to grow 

business in Tamil Nadu & Kerala and increase penetration in East through 

distribution expansion. Disruption from online businesses is likely to be limited 

as there is no significant margin/distribution-cost gap between an online and an 

offline retailer. SFL aims to maintain EBITDA margin in range of c. 14-15% during 

FY23E-FY24E. We do not have formal coverage on the stock. 

Key Highlights and Investment Rationale 

 High double digit revenue growth in India and Spain business: SLF expects 

India business to grow at 15% CAGR, ahead of Industry growth rate of 10% 

driven by mattress and foam segment. Spain business is expected to grow in 

double digits and Australia business in single digit going forward. 

 Foray into mass category mattress on the cards: SFL will enter the mass 

category mattress segment with ‘Mattress for every Indian’ product at 

Rs2,000-Rs2,500 price points which is likely to increase the TAM.  

 Upcoming Jabalpur plant to reduce logistics cost for Central India business:  

Jabalpur facility, first facility in Central India, will aid in controlling logistics & 

supply chain costs. Foam being voluminous product transportation cost is 

high. Factory will commence operations in the beginning of FY24E. 

June 24, 2022 

Financial snapshot (Rs mn) 

Year FY19 FY20 FY21 FY22 

Revenue 21,415 21,736 24,372 29,818 

 Change (yoy, %) 7 2 12 22 

EBITDA 1,745 2,839 3,522 2,712 

Change (yoy, %) 14 63 24 (23) 

EBITDA Margin(%) 8.2 13.1 14.4 9.1 

Adj.PAT 988 1,778 2,282 1,736 

EPS (Rs) 20 36 47 36 

Change (yoy, %) 41.4 79.9 28.4 (23.9) 

PE(x) 132.0 73.4 57.2 75.2 

Dividend Yield (%) - - - - 

EV/EBITDA (x) 74.8 46.5 37.5 49.3 

RoE (%) 14.9 21.5 21.7 13.5 

RoCE (%) 17.4 21.0 19.5 11 
Source: IDBI Capital Research 
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Management interaction key takeaways; 

On RM inflation 

 Company expects business to be impacted in 1QFY23E & 2QFY23E due to RM price fluctuations 

 In long term, management expects Polyol and TDI prices to stabilize 

 SFL procures Polyol and TDI (majorly from GNFC) domestically 

On Mass Category Product 

 Company to launch mass category product 'Mattress for every Indian' in range of Rs2000-2,500 price point 

 Management expects mass category business to scale up in next 4-5 years with the use of patented 

technology used in Australia unit 

 Company to set up new manufacturing plant in Jabalpur which will commence operations in the beginning 

of FY24E (will produce multiple products) 

On Offline & Online business 

 Consumers prefer to buy mattress offline as dealers educate them about different types of products 

 In Online business, Amazon and Flipkart charge c. 25-30% commission on sales compared to 35% for 

general trade 

On Exports 

 US markets demand spring mattress 

 Company has recently set up a new facility in Silvasa to manufacture export quality mattress 

On Market Share & Competition 

 Sheela Foam is the market leader in India with 25% market share in Mattress and c. 40% market share in 

North India 

 Company targets to grow in Tamil Nadu and Kerala and increase penetration in East markets through 

distribution expansion 
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 Competitor Kurlon holds 10-15% market share with higher presence in South followed by Duroflex with 

<10% market share 

On Store Refurbishment 

 SFL operates 4 types of stores - Gallery, World, Shoppe and Exclusive Dealership stores. All stores are 

dealer owned and dealer operated 

 Company upgrades the design and visual merchandizing of Gallery (store size: 800-1000 sq ft) and World 

(store size: 1500-2000 sq ft) stores in every 3-4 years 

 Refurbishment cost relating to design and visual merchandizing of Rs5-13 lakhs per store is borne by the 

company and the civil cost is managed by the dealer 

Outlook 

 SFL expects India business to grow at 15% CAGR going forward (ahead of Industry growth rate of 10%) 

driven by mattress and foam 

 Company targets to grow Spain business in double digits going forward. SFL to add 30-40% capacity in 

Spain business 

 Management expects Australia business to grow in single digit 

 SFL to maintain EBITDA margin in range of c. 14-15% during FY23E-FY24E 

 Company has not distributed dividends and conserved cash for strategic buyouts 

 SFL to incur capex of Rs200 crs in India to set up manufacturing facilities and Rs100 crs in Spain and 

Australia 
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Financial Summary 

Profit & Loss Account  (Rs mn) 

Year-end: March   FY19 FY20 FY21 FY22 

Net sales   21,415 21,736 24,372 29,818 

   Change (yoy, %)   6.8 2 12 22 

Operating expenses   (19,669) (18,898) (20,850) (27,106) 

EBITDA   1,745 2,839 3,522 2,712 

   Change (yoy, %)   14.4 63 24 (23) 

   Margin (%)   8.2 13.1 14.4 9.1 

Depreciation   (395) (590) (729) (808) 

EBIT   1,350 2,248 2,793 1,904 

Interest paid   (96) (130) (177) (170) 

Other income   291 400 502 792 

Pre-tax profit   1,545 2,518 3,119 2,526 

Tax    (557) (621) (837) (776) 

   Effective tax rate (%)   36.0 24.7 26.8 30.7 

Minority Interest   - - - (14.0) 

Net profit   988 2,017 2,282 1,736 

Exceptional items    - - - - 

Adjusted net profit   988 1,778 2,282 1,736 

   Change (yoy, %)   41.4 80 28 (24) 

EPS   20.3 36.4 46.8 35.6 

Dividend per sh   - - - - 

Dividend Payout %   - - - - 
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Balance Sheet  (Rs mn) 

Year-end: March   FY19 FY20 FY21 FY22 

Shareholders' funds   7,301 9,197 11,843 13,926 

Share capital   244 244 244 244 

Reserves & surplus   7,057 8,954 11,599 13,682 

Total Debt   282 1,932 2,056 3,608 

Other liabilities   1,123 3,688 3,797 5,463 

Curr Liab & prov   3,322 2,158 3,022 2,850 

   Current liabilities   3,194 3,487 4,964 4,260 

   Provisions   128 129 147 25 

Total liabilities   4,317 7,175 8,762 9,722 

Total equity & liabilities   11,618 16,439 20,694 23,724 

       

Net fixed assets   3,485 8,097 8,674 9,467 

Investments   1,129 709 3,627 5,850 

   Other non-curr assets   145 65 80 194 

Current assets   6,874 7,569 8,313 8,213 

   Inventories   1,871 2,269 3,153 3,145 

   Sundry Debtors   1,522 2,158 3,022 2,850 

   Cash and Bank   203 446 581 411 

   Loans and advances   - - - - 

Total assets   11,618 16,439 20,694 23,724 
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Cash Flow Statement  (Rs mn) 

Year-end: March   FY19 FY20 FY21 FY22 

Pre-tax profit   1,545 2,518 3,119 2,526 

Depreciation   395 590 729 808 

Tax paid   (579) (416) (819) (943) 

Chg in working capital   (219) (1,157) (469) (589) 

Other operating activities   (112) (8) (141) (268) 

Cash flow from operations (a)   1,379 1,573 2,539 1,972 

       

Capital expenditure   (528) (1,585) (648) (1,635) 

Chg in investments   (2,070) (1,335) (1,504) (1,676) 

Other investing activities   141 49 69 247 

Cash flow from investing (b)   (2,457) (2,871) (2,083) (3,064) 

       

Equity raised/(repaid)   - - - - 

Debt raised/(repaid)   (174) 1,813 86 1,321 

Dividend (incl. tax)   - - (24) (37) 

Chg in monorities   - - - - 

Other financing activities   (96) (242) (386) (357) 

Cash flow from financing (c)   (270) 1,571 (324) 927 

       

Net chg in cash (a+b+c)   (1,348) 273 133 (166) 
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Financial Ratios  

Year-end: March   FY19 FY20 FY21 FY22 

Book Value (Rs)   149.7 189 243 285 

Adj EPS (Rs)   20.3 36.4 46.8 35.6 

Adj EPS growth (%)   41.4 80 28 -24 

EBITDA margin (%)   8.2 13.1 14.4 9.1 

Pre-tax margin (%)   7.2 11.6 12.8 8.5 

Net Debt/Equity (x)   0.0 0.2 0.1 0.2 

ROCE (%)   17.4 21 19 11 

ROE (%)   14.9 22 22 13 

DuPont Analysis           

Asset turnover (x)   1.9 1.5 1.3 1.3 

Leverage factor (x)   1.7 1.7 1.8 1.7 

Net margin (%)   4.6 8.2 9.4 5.8 

Working Capital & Liquidity ratio           

Inventory days   32 38 47 38 

Receivable days   26 36 45 35 

Payable days   27 30 58 41 

Valuations  

Year-end: March   FY19 FY20 FY21 FY22 

PER (x)   132.0 73.4 57.2 75.2 

Price/Book value (x)   17.9 14.2 11.0 9.4 

EV/Net sales (x)   6.1 6.1 5.4 4.5 

EV/EBITDA (x)   74.8 46.5 37.5 49.3 

Dividend Yield (%)   0.0 0.0 0.0 0.0 

Source: Company; IDBI Capital Research 
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Notes 
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