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Event: SFL goes the whole hog   
 

Event   

• Sheela Foam (SFL) to acquire 96.55% stake in Kurlon (KEL) for Rs20.35b and a 35% stake in Furlenco for Rs3b, i.e. total cash outgo of 

Rs23.35b. The aforesaid transaction will not require CCI approvals and indicative timelines for deal conclusion are KEL/Furlenco are 30th 

Nov/Aug’23 respectively.  

Rationale    

• Kurlon: a) Complementing geographic reach / brand strength: SFL is market leader in North & West, whereas KEL enjoys strong 

presence in the South and East, thereby complementing brand strength.  b) Widens leadership across product categories: SFL’s strength 

lies in foam, whereas KEL’s strength lies in rubberized coir. Both companies are leaders in their respective categories. c) Complementary 

distribution network: SFL’s distribution strength lies in EBOs, whereas KEL’s distribution is via MBOs.  d) Consolidation and right 

execution to strengthen distribution, yield production and operational efficiencies (logistics costs, sourcing, etc).  

• Furlenco: a) SFL enters the fast-growing branded furniture and furniture rental market, b) can leverage Furlenco’s digital and design 

capabilities, c) potentially also aid cross sell, selling Furlenco’s products via SFL+KEL network, d) SFL-Furlenco can offer Refurbishment as 

a Service (RaaS) for furniture. 

Our view  

• We highlight consolidation as a positive for the space (link to note). We see this transaction as potentially housing two leading brands under 

one management, offering room to make good on both brands complementary regional brand pull, geographical/distribution reach, and 

product offering, which could propel volume growth. Further, potential cost / synergy gains on operational front, including logistics, sourcing, 

rationalization on warehouses/manufacturing facilities, dealer margins could translate into margin accretion. Cumulative cash outgo stands 

Rs23.35b, and basis current B/S ratios on pro-forma basis we don’t rule out company resorting to mix of debt and equity to raise this.   

• Questions for management: a) Will both brands co-exist and how? b) market sizing of foam / coir at regional level, c) roadmap on volume 

growth trajectory / margin accretion profile along with timelines, d) timelines/pricing on buyout of residual stake in both entities (if at all), e) 

source of funds (debt /equity), f) any golden handcuff, stock options to SFL, KEL management to ensure continuity and performance.       
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Target Price Basis 

 

 FY25 PE 

 
Key Risks 

RM volatility, failure to scale up exports, slowdown in 

domestic demand, high competitive intensity 

Source: Company accounts/Investec Securities estimates 

BUY

Price: INR1188

Target: INR1420

Forecast Total Return: 19.5%

2021A 2022A 2023A 2024E 2025E

Revenue (INRm) 24,354 29,818 28,733 30,943 33,410

EBITDA (INRm) 3,623 3,149 2,973 3,713 4,009

PBT (normalised) (INRm) 3,238 2,964 2,731 3,539 4,152

EPS (norm. cont.) - FD (INR) 48.7 22.3 20.7 26.9 31.6

DPS (INR) 0.0 0.0 0.0 0.0 0.0

PE (normalised) (x) 24.4 53.3 57.5 44.2 37.6

EV/EBITDA (x) 30.6 35.2 37.3 29.8 27.6

Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
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Kurlon Limited 

Company background: Kurlon started commercial operations in 1962 and is the 

second largest manufacturer of rubberised coir, latex foam, polyurethane foam, 

spring mattress and furniture in India. As per filings, Kurlon is a pan-India player 

with a retail reach of 4000+ counters, 50+ warehouses and 12 manufacturing 

facilities across Karnataka, Orissa, Madhya Pradesh, Uttaranchal and Gujarat. Over 

FY16-22, Kurlon reported flattish revenue growth ((2)% CAGR) and average 

EBITDA margins of ~12%. For FY22, Kurlon’s reported revenue/EBITDA was at 

Rs8024/107m with net cash position of Rs1.33b. Kurlon saw a PE infusion in 2015, 

10% stake at Rs900m. 

 

Furlenco 

Company background: Furlenco is India's largest furniture rental and subscription 

business. The company also offers sale of new and refurbished furniture under its 

Furlenco & Prava brands. It is a leading furniture rental company with a strong 

online presence, and is also growing in the offline segment. Apart from rental, it also 

offers sale of furniture. It operates in major cities across India such as Bangalore, 

Mumbai, Delhi NCR, etc with a vision to be the one-stop furniture solution for new-

age customers. 
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  Disclosures 

Third party research disclosures  Research recommendations framework 
This report has been produced by a non-member affiliate of 
Investec Securities (US) LLC and is being distributed as third-
party research by Investec Securities (US) LLC in the United 
States. In the United States, this report is not intended for use by 
or distribution to entities that do not meet the definition of a Major 
US Institutional Investor, as defined under SEC Rule 15a-6, or an 
Institutional Investor, as defined under FINRA rule 4512 (c), or for 
use by or distribution to any individuals who are citizens or 
residents of the United States. 
Investec Securities (US) LLC accepts responsibility for the 
issuance of this report when distributed in the United States to 
entities who meet the definition of a US Major Institutional 
Investor or an Institutional Investor. 
Investec Europe Limited distribute this report to European 
Economic Area clients as third party research under relevant 
regulations. 

 
Investec Securities bases its investment ratings on a stock’s expected total return (ETR) over the next 12 months (with total  return 
defined as the expected percentage change in price plus the projected dividend yield). Our rating bands take account of differences 
in costs of capital, risk premia and required rates of return in the various markets that we cover. Our rating systems for issuers are 
based on the frameworks set out in the tables below.  

 Stock ratings for European/Hong Kong stocks Stock ratings for research produced by Investec Bank plc 

 

 

Analyst certification  Source: Investec Securities estimates 

Each research analyst responsible for the content of this research 
report, in whole or in part, and who is named herein, attests that 
the views expressed in this research report accurately reflect his 
or her personal views about the subject securities or issuers. 
Furthermore, no part of his or her compensation was, is, or will 
be, directly or indirectly, related to the specific recommendations 
or views expressed by that research analyst in this research 
report. 

SEC Regulation Best Interest 

If you are a United States “retail investor,” as defined by the 
Securities and Exchange Commission (“SEC”) Regulation Best 
Interest, please click here to download SEC Form CRS for 
important information before you invest. 

Managing conflicts 

Investec Securities (Investec) has investment banking 
relationships with a number of companies covered by our 
Research department. In addition we may seek an investment 
banking relationship with companies referred to in this research. 
As a result investors should be aware that the firm may have a 
conflict of interest which could be considered to have the potential 
to affect the objectivity of this report. Investors should consider 
this report as only a single factor in making their investment 
decision. 
 

 Stock ratings for Indian stocks Stock ratings for research produced by Investec Bank plc 

 
Source: Investec Securities estimates 

Stock ratings for African* stocks Stock ratings for research produced by Investec Securities Limited 

 
Source: Investec Securities estimates 

*For African countries excluding South Africa, ratings are based on the 12m implied US dollar expected total return (ETR). This is 
derived from the expected local currency (LCY) ETR by making assumptions on the 12month forward exchange rates for the 
respective currencies. For South African stocks, ratings are based on the ETR in rand terms. 
For European and Hong Kong stocks, within the Hold banding, an Add rating may be (optionally) applied if the analyst is positive on 
the stock and the ETR is greater than 5%; a Reduce rating may be (optionally) applied if the analyst is negative on the stock and 
the ETR is less than 5%.  
Not rated (N/R) is applied to any stock where we have no formal rating and price target. Under Review (U/R) can be applied to  an 
analyst’s rating, price target and/or forecasts for a limited time period and indicates that new information is available that has not yet 
been fully digested by the analyst. We regularly review ratings across our coverage universe as we seek to ensure price targets and 
ratings remain aligned. However, during periods of market, sector or stock volatility, we may allow minor deviations from our  
recommendation framework to persist on a temporary basis to avoid a high frequency of rating changes arising from rapid share 
price movements. 
The subject company may have been given access to a pre-published version of this report (with recommendation and price target 
redacted) to verify factual information only. 
Investec Securities research contains target prices and recommendations which are prepared on a 12 month time horizon, and 
therefore may not reflect the different circumstances, objectives and investment time horizons of those who receive it. Investors 
should therefore independently evaluate whether the investment(s) discussed is (are) appropriate for their specific needs. In addition, 
the analysts named in this report may from time to time discuss with our clients, including Investec salespersons and traders, or may 
discuss in this report, trading strategies that reference near term catalysts or events which they believe may have an impact in the 
shorter term on the market price of securities discussed in this report. These trading strategies may be directionally counter to the 
analyst's published target price and recommendation for such issuers. 
For price target bases, risks to the achievement of our price targets and for full disclosures, including any company mentioned herein, 
please visit: http://researchpdf.investec.co.uk/Documents/WDisc.pdf 
Investec may act as a liquidity provider or as a systematic internaliser in the securities of the subject company/companies included 
in this report. 
Our policy on managing actual or potential conflicts of interest in the United Kingdom can be found at:  
https://www.investec.co.uk/legal/uk/conflicts-of-interest.html 
Our policy on managing actual or potential conflicts of interest in South Africa can be found at: 
http://www.investec.co.za/legal/sa/conflicts-of-interest.html 

  

Expected total return

12m performance Count % of total Count % of total

Buy  greater than 10% 289 79% 112 39%

Hold  0% to 10% 58 16% 1 2%

Sell  less than 0% 21 6% 0 0%

All stocks Corporate stocks

Expected total return

12m performance Count % of total Count % of total

Buy  greater than 15% 129 56% 1 1%

Hold  5% to 15% 64 28% 0 0%

Sell  less than 5% 36 16% 0 0%

All stocks Corporate stocks

Expected total return

12m performance Count % of total Count % of total

Buy  greater than 15% 42 53% 13 31%

Hold  5% to 15% 18 23% 5 28%

Sell  less than 5% 20 25% 4 20%

All stocks Corporate stocks
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Key:  Investec has received compensation from the company for investment banking and/or brokerage services within the past 
12 months, Investec expects to receive or intends to seek compensation from the company for investment banking services, 
Investec has been involved in managing or co-managing a publicly disclosed offer of the company’s securities in the past 12 
months, Investec makes a market in the securities of the company, Investec holds more than 1% of common equity securities 
in the company,  Investec is broker and/or advisor and/or sponsor to the company, The company holds more than 5% of 
common equity securities in Investec, The analyst (or connected persons) has a holding in the subject company,  Investec 
holds a net long position in excess of 0.5% of the total issued share capital of the company,  Investec holds a net short position 
in excess of 0.5% of the total issued share capital of the company,  The sales person has a holding in the company.  Investec 
holds more than 1% of the debt instruments of the company. 
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Recommendation history (for the last 3 years to previous day’s close) 
 

For recommendation history on all covered stocks including any company mentioned herein, please visit: http://researchpdf.investec.co.uk/Documents/WDisc.pdf 

 
 

 
Sheela Foam Ltd (SHEF.NS) – Rating Plotter as at 17 Jul 2023 

 
Source: Investec Securities / FactSet 
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