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Sheela Foam reported a strong Q1 FY27 performance, with consolidated
revenue increasing 25.6% YoY to INR 10,319.4 Mn (down 1.7% QoQ),
surpassing our estimate of INR 9,199 Mn. EBITDA grew 44.3% YoY to INR
1,089 Mn despite a 6.6% QoQ decline, beating our estimate of INR 1,025 Mn,
while EBITDA margin expanded 137 bps YoY to 10.55%, though it remained
below our estimate of 11.14%. PAT surged nearly 10x YoY to INR 592.3 Mn,
aided by a low base, and exceeded our estimate of INR 479.6 Mn despite a
23.5% sequential decline. Operationally, mattress volumes grew 6% YoY and
foam volumes increased 4%, while value growth was stronger at 15% for
mattresses and 26% for foam. E-commerce remained a key growth driver,
with sales rising 19% across online platforms and 69% on Brand.com.
International subsidiaries continued to deliver healthy profitability, with
EBITDA margins of 12.8% in Australia and 14.7% in Spain.

Exceptional Performance and Margin Expansion in International Subsidiaries:
The company’s foreign operations in Australia and Spain delivered exceptional
results during the quarter. In Australia, revenue grew by 31% to INR 120 crores
with EBITDA margins doubling to 12.8% from 6.8% YoY. Spain showed even
stronger momentum with a 54% revenue increase to INR 133 crores and
margins expanding to 14.7% from 5.7% YoY. Management attributes this to
strategic yield improvement programs and supply chain restructuring.

Dominant Growth in the Unorganized to Organized Segment: A critical growth
lever for the company is its U20 business, which has expanded its network to
nearly 10,000 dealers across India. This segment achieved an 81% YoY revenue
growth with volumes increasing by 19%. This performance is being driven by
the introduction of value-conscious 5-inch and 6-inch mattress categories that
are successfully migrating consumers toward organized brands.

Outlook and Valuation: We maintain our BUY rating on the company, with a
target price of INR 1,527 based on FY29E EV/EBITDA multiple of 20. The
company targets consolidated revenue growth of over 15% with EBITDA
margins of 11-12% for FY27. The company anticipates a volume recovery
starting in the Q3 festive season, supported by the full realization of the
remaining INR 40 crores in synergies by Q2 FY27. The company plans to repay
its Indian debt within 12 months and aims for a 20-25% ROCE within three
years. Despite expected raw material volatility through November 2026,
long-term growth will be driven by strategic expansions into furniture and
bedding accessories.

Revenue from Operations 34,392 38,208 43,697 50,418
oY 15.3% 11.1% 14.4% 15.4%
ross Profit Margin 41.7% 43.7% 42.9% 43.5%

EBITDA Margin 7.1% 10.3% 11.6% 12.9%

Adj. Net Profit 595 1,529 2,678 4,112

oY -63% 157% 75% 54%
Adj EPS (INR) 8.2 14.8 25.2 37.8
-51% 80% 70% 50%
90.64 50.35 29.54 19.69
2.62 2.48 2.32 2.09
0.47 0.28 0.22 0.16

14,211 8,749 6,586 3,899
29% 49% 7.8% 10.6% 12.9%
1.1% 3.8% 56% 7.6% 9.7%

Source: Company Filings & Arihant Capital Research
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INR Mn (Consolidated) Q1FY27 Q4FY26

Net Revenue 10319.40 10500.60 -1.73% 25.63%
Raw Material Costs 6502.50 6241.30 4.19% 32.26%
Gross Profit 3816.90 4259.30 -10.39% 15.75%
Gross Margin 36.99% 40.56% -357bps -316bps
Employee costs 1247.10 1477.80 -15.61% 8.25%
Other Expenses 1480.80 1615.30 -8.33% 6.46%
EBITDA 1089.00 1166.20 -6.62% 44.33%
EBITDA margin 10.55% 11.11% -55bps 137bps|
Other Non Operating Income 161.30 183.40 -33.28% 25.63%
Depreciation 338.80 356.00 -4.83% -26.54%)
EBIT 911.50 993.60 -8.26% 133.30%
Finance costs 178.20 208.80 -14.66% -38.91%|
Exceptional Items -62.60 -157.70 -60.30% #DIV/0!
PBT 795.90 942.50 -15.55% 703.94%
Tax Expense 203.60 168.00 21.19% 356.50%
Effective tax rate 25.58% 17.82% 776bps -1947bps|
PAT 592.30 774.50 -23.52% 988.79%|
Share of Associates 31 143 -78.28% 80.81%
Profit for the Period 623.40 917.70 -32.07% 770.67%|
PAT margin 6.04% 8.74% -270bps 517bps|
EPS (INR) 5.63 8.36 -32.66% 727.94%)

Realization of M&A Synergies and Integration Efficiency: The integration of the Kurl-on acquisition is
nearly complete, estimated at 96—97% across back-end operations, HR, and IT. The company has already
realized approximately 75-80% of targeted synergies, including the consolidation of operating units from
21 down to 12. The company indicates that a remaining INR 40 crores of synergy benefits are pending,
with full impact expected in Q2 FY27 following the installation of new machinery.

Robust Omni-channel and E-commerce Momentum: The company's digital strategy is yielding high
returns, with the e-commerce category registering overall YoY growth of 30% in Q1. Notably, sales on the
company’s own websites (brand.com) grew by 69% YoY, outperforming third-party platforms, which
grew by 19%. This online growth is being complemented by a physical footprint expansion, including a
target of 50 flagship COCO.

Strategic Diversification into the Furniture Segment: The company is leveraging its existing
manufacturing and design capabilities to enter the furniture market under its flagship brands. By
synergizing with Furlenco’s logistics and design strengths, the company has launched sofa beds as a
natural extension of its core mattress business. This entry is being executed in a capital-efficient manner
by utilizing the existing extensive EBO network to minimize incremental investment.

High-Margin Growth in IT and Digital business: The company's proprietary IT business continues to scale
rapidly, recording a 67% revenue growth in Q1 FY27. This segment maintains a healthy EBITDA run rate
of 28% to 30%. Its flagship ERP product, Presence 360, has gained significant market traction, surpassing
3.2 lakh users.

Commitment to Deleveraging and Improving Return Ratios: The company has outlined a clear path for
balance sheet strengthening, aiming to utilize free cash flow to repay Indian debt within the next year.
While the current ROCE is approximately 10%, the company is targeting a significant improvement to the
20-25% range within the next three years through increased profitability and optimized capital
utilization.
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Income statement (INR Mn)
Revenue from Operations
YoY
ICOGS
YoY
Personnel/ Employee benefit expenses
YoY
Manufacturing & Other Expenses
YoY
EBITDA
YoY
EBITDA Margin (%)
Depreciation
% of Gross Block
EBIT
EBIT Margin (%)
Interest Expenses
Non-operating/ Other income
Extraordinary expense
Share of associates
PBT
Tax-Total
PAT
IAdj. Net Profit
IPAT Margin
Adj EPS (INR)

34,392
15%
20,056
15%
4,321
26%
7,565
29%
2,450
-18%
7.12%
1,826
8

624
2%
1,206
1,309
-306
12
1,045
144
901
595
2.62%
8

FY26)

38,208

11%

21,493

7%
4,951
15%
7,831
4%
3,934
61%

10.30%

1,786
7
2,148
6%
952
543
-79
214
2,032
424
1,609
1,529

4.21%

12

FY27E
43,697
14%
24,931
16%
5,315
7%
8,389
7%
5,063
29%
11.59%
1,693
7
3,369
8%
756
658
-63
300
3,634
892
2,741
2,678
6.27%
22

50,418
15%
28,504
14%
6,107
15%
9,289
11%
6,518
29%
12.93%
1,842
7
4,677
9%
411
714
390
5,369
1,257
4,112
4,112
8.16%
34

Balance sheet (INR Mn)
Sources of Funds
Equity Share Capital 544 546 546 546 546
Reserves & Surplus/ Other Equity 30,412 32,057 34,435 38,157 43,309
Networth 30,956 32,603 34,981 38,703 43,855
Borrowings 14,624 9,080 7,580 6,080 4,580
Other non-current liabilites 1,359 1,145 1,031 928 835
otal Funds Employed 46,938 42,828 43,592 45,711 49,270
Application of Funds
Gross block 22,616 23,929 24,202 24,676 25,350
Less: accumulated depreciation 8,894 10,680 12,373 14,215 16,107
Net Fixed Assets 13,722 13,249 11,829 10,461 9,243
Capital WIP 1,312 274 474 674 874
Investments 5,037 5,554 6,654 7,754 8,854
Goodwill 17,244 17,716 17,716 17,716 17,716
Other non-current assets 2,888 2,489 2,989 3,489 3,989
urrent assets 14,373 11,295 13,033 15,405 19,192
Inventory 3,499 3,926 4,508 5,076 5,745
Days 64 67 66 65 64
Debtors 3,457 4,415 4,908 5,525 6,254
Days 37 42 41 40 39
Other Current Assets 6,942 2,590 2,590 2,590 2,590
Bank 62 33 33 33 33
Cash 413 331 994 2,181 4,570
urrent Liabilities 7,733 8,340 9,103 9,788 10,597
Creditors 3,610 4,565 5,328 6,013 6,823
Days 66 78 78 77 76
Other current liabilities 3,835 3,311 3,311 3,311 3,311
Provisions 289 464 464 464 464
Net Working Capital 6,639 2,955 3,930 5,617 8,594
otal Liabilities and Capital 46,938 42,828 43,592 45,711 49,270
otal Assets 54,575 50,576 52,694 55,499 59,867
Source: Annual Report, Arihant Capital Research
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Cash Flow Statement (INR Mn) FY25 FY26 FY27E FY28E

Profit Before Tax 727 1,739 3,271 4,979
Depreciation & Ammortization 1,826 1,786 1,693 1,842 1,892
Interest Expense 1,206 952 756 411 346
1,309 543 658 714 829
ax 144 424 892 1,257 1,740
Extraordinary and Other items -294 135 237 390 507
OCF before WC changes 2,011 3,645 4,408 5,651 7,067
C changes 5,465 -3,603 313 499 588
-3,453 7,248 4,095 5,151 6,479
1,753 1,807 -318 474 674
-5,206 5,440 4,413 4,678 5,805
hange in other Assets -4,581 -527 1,737 1,800 1,800
hange in Equity 248 38 -363 -390 -507
hange in Debt & other financing activities 349 -6,087 -1,650 -1,300 -1,109
Net change in cash -27 -81 663 1,188 2,389
Opening Cash Balance 440 413 331 994 2,181
Ending Cash balance 413 331 994 2,181 4,570

ey Ratios

o]\V/< Ratio 6 3 O
Debt / Equity 0.5 0.3 0.2 0.2 0.1
Net Debt / Equity 0.5 0.3 0.2 0.1 0.0
Debt / EBITDA 6.0 2.3 1.5 0.9 0.6
Net Debt / EBITDA 5.8 2.2 13 0.6 0.0
Debt/ Asset 0.3 0.2 0.1 0.1 0.1
» a Ratio 6 3 O
urrent Ratio 1.9 14 1.4 1.6 1.8
uick Ratio 1.4 0.9 0.9 1.1 1.3
Jelgt e O 8 OE
Net Debt (includes lease liabilities and excludes investments) 14,211 8,749 6,586 3,899 10
FCF -5,206 5,440 4,413 4,678 5,805
EV 95,193 89,730 87,568 84,880 80,991
DuPo ANa O 8 OFE|
ales/Assets (X) 0.63 0.75 0.83 0.91 0.98
ssets/Equity (X) 1.77 1.57 1.51 1.43 1.37
Net Profit Margin 2.62% 4.21% 6.27% 8.16% 9.67%
oE 291% 4.93% 7.84% 10.62% 12.90%
Pe are ratio R b 8 OFE|
Reported EPS 8.2 14.8 25.2 37.8 52.1
djusted EPS 8.2 12.1 21.9 34.2 47.4
Dividend 0.0 0.0 0.0 0.0 0.0
BV 284.8 299.9 321.8 356.1 403.5|
ash 3.8 3.0 9.1 20.1 42.0
Revenue 316.4 351.5 402.0 463.8 538.5
Pro ab atio 6 8 OE
Net Profit Margin 2.62% 4.21% 6.27% 8.16% 9.67%
ross Profit Margin 41.68% 43.75% 42.95% 43.46% 44.02%
EBITDA Margin 7.12% 10.30% 11.59% 12.93% 14.18%
EBIT Margin 1.81% 5.62% 7.71% 9.28% 10.95%
PAT Margin 2.62% 4.21% 6.27% 8.16% 9.67%
ROE 291% 4.93% 7.84% 10.62% 12.90%
ROCE 1.07% 3.79% 5.62% 7.65% 9.72%
ROIC 0.92% 3.20% 4.74% 6.56% 8.66%
ROA 1.65% 3.14% 5.20% 7.41% 9.45%
A atio 6 3 OE
Inventory Days 64 67 66 65 64
Debtor Days 37 42 41 40 39
reditor Days 66 78 78 77 76
aluatio atio v 3 OE
EV / EBITDA 38.9 22.8 17.3 13.0 9.8
EV /EBIT 152.7 41.8 26.0 18.2 12.6
EV / Net Sales 2.8 2.3 2.0 1.7 1.4
EPS (INR) 8.2 14.8 25.2 37.8 52.1
dj EPS (INR) 8.2 12.1 21.9 34.2 47.4
MP 745.0 745.0 745.0 745.0 745.0
P/E 90.6 50.3 29.5 19.7 14.3
P/B 2.6 2.5 2.3 2.1 1.8
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014. Arihant Capital
Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under SEBI, and is also a Point of
Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML is registered with SEBI with Research
Analyst Registration Number INHO00002764, Stock Broker Registration Number INZ000180939, and is a Trading Member with
NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by its
Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a financial interest in
securities or derivatives of companies they cover, though they may hold stock in the companies they analyze. The
recommendations provided by ACML's research team are based on technical and derivative analysis and may differ from
fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the companies covered in
the research report at the time of publication. Furthermore, ACML, its analysts, and their relatives have no ownership greater
than 1% in the subject companies as of the month prior to publication. ACML guarantees that the compensation for its research
analysts is not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in market-making
activities for any of the subject companies. Additionally, the research report does not reflect any conflict of interest and is not
influenced by specific recommendations made. Neither ACML nor its analysts have received compensation for investment
banking or brokerage services from the subject companies in the last 12 months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of ACML, which
operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when offering recommendations or
opinions through public media. The report is intended for informational purposes only and is not an offer or solicitation for the
purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based on publicly
available data believed to be reliable but has not been independently verified, and no guarantees are made about its accuracy. All
opinions and information contained in the report are subject to change without notice.

ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer to buy or sell
securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may have positions in the
securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for distribution
where it would violate local laws. Investors are advised to consider their financial position, risk tolerance, and investment
objectives before engaging in transactions, particularly in high-risk financial products such as derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared using publicly
available information and internally developed data, though ACML does not guarantee its completeness or accuracy. Historical
price data for securities can be accessed via official exchanges like NSE or BSE.

ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies mentioned in this
report. In compliance with SEBI regulations, ACML maintains comprehensive records of research reports, recommendations, and
the rationale for those recommendations, which are preserved for at least five years. An annual compliance audit is conducted by
a member of the ICAI or ICSI to ensure adherence to applicable regulations. This report is issued in accordance with applicable
SEBI regulations and does not guarantee future performance or returns.
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