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INVESTMENT THESIS
Somany Home Innovations Limited (SHIL) is a part of Somany Impressa Group and was incorporated on September 28, 2017, by
demerger of HSIL Limited. Post demerger, SHIL would remain asset light by outsourcing production and only focus on
marketing and distribution. The group has more than 6 decades experience in Sanitaryware segment with its legacy brand
‘Hindware being one of the oldest and largest sanitaryware brand in India. Leveraging on ‘Hindware Brand’, it has now expanded
into newer segments including Kitchen appliances, Water Heaters, Water coolers, Fans etc in Consumer Appliance business and
Pipes and Fittings business. Thus expanding their addressable market by 10x to INR 40,0000crs. SHIL expects to grow its
revenue by ~20% CAGR and EBITDA by ~40% CAGR by FY25 largely on the back of Consumer and pipes business, . Overall
margin expansion to be aided by operating leverage benefits on these two businesses. Given the asset light nature of business,
SHIL does rich ROCEs (>35% in Q2FY22 - annualised basis). At CMP, It is currently trading at ~10x FY23E EV/EBITDA (x) and
~7.6x FY24E EV/EBITDA (x) and we believe it merits a much better multiple. We thus attribute a multiple of ~12.5x FY23E
EV/EBITDA, thus arriving at a March-22 Fair Value of INR 500 (Upside ~27%). Key risks include RM inflation, slower ramp-up of
sales and WC management.

Expanding beyond Sanitaryware, have increased addressable market by 10x to INR 40,0000crs

¡ Leveraging on its leadership in the Sanitary ware market (Market size INR 4,000crs) under ‘Hindware’ brand, SHIL has now entered other
segments to increase its addressable market opportunities to INR 40,000crs in last 10 years.

¡ It has rapidly gained market share in newer segments including Faucets (2nd largest player), Kitchen Chimney (2nd largest player), Air Coolers
(5th largest player), Water Heater (6th largest player), which is a testimony of its execution is its ability.

2x increase in EBITDA margins by FY25 on the back of Operating leverage

¡ Going by management guidance, SHIL’s revenue is expected to grow at a CAGR of ~20% while EBITDA is expected to grow at a CAGR of
~40% with 700bps expansion in EBITDA margins over FY21 (8% to 15% in FY25E).

¡ Increase in EBITDA margins will be contributed by operating leverage benefits contributed from the Pipes and Consumer appliance business.

Asset Light Business Model + 2x EBITDA margins expansion + >35%ROCEs = Re-rating!

¡ At CMP, It is currently trading at ~10x FY23E EV/EBITDA (x) and ~7.6x FY24E EV/EBITDA (x) . Given the strong margin expansion & revenue
growth trajectory and the inherent high quality of the business we believe it merits a much better multiple.

¡ We thus attribute a multiple of ~12.5x FY23E EV/EBITDA, thus arriving at a March-22 Fair Value of INR 500 (Upside ~27%).
Vinit Gala, CFA
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BBG code SHILL IN

CMP INR 395 

MCap INR 2885 crs

52 W (H/L) INR 486 / 125

Mar-22 TP INR 500

Upside 27%

Particulars
(INR Crs)

FY19 FY20 FY21 FY22E FY23E FY24E FY25E

Consumer Appliance 306 362 455 450 769 1,000 1,300 

Building Product 1,272 911 861 1,134 1,058 1,173 1,300 

Pipes 250 401 575 633 796 1,000 

Retail Furniture 94 91 59 65 77 88 100 

Total Revenue 1,672 1,614 1,776 2,224 2,537 3,056 3,700 

EBITDA 124 88 143 194 304 397 555 

EBITDA Margins 7.4% 5.5% 8.1% 8.7% 12.0% 13.0% 15.0%



BACKGROUND
Background

¡ SHIL is a part of Somany Impresa Group which has more than 6 decades experience in Sanitaryware
segment. Its legacy brand ‘Hindware; is one of the oldest and largest sanitaryware brand in India.

¡ It now operates under diverse segments including

- Consumer Appliances (~26% of FY21 sales): Product offerings across categories including
Kitchen appliances, water heaters, water purifiers, air purifiers, air coolers, ceiling & pedestal fans,
and furniture & kitchen fittings, food sanitizers etc.

- Building Products (~71% of FY21 sales): Leading player in sanitaryware & faucets space and
growing presence in plastic pipes and fittings solutions with a recent foray in overhead water storage
tanks & column pipes segment

- Retails Business (~3% of FY21 sales): Specialty home interior products under the brand ‘EVOK’

¡ It has strategic tie-ups with marquee global companies i.e., Groupe Atlantic (Hindware Atlantic- water
heaters) and Italian company, Formenti & Giovenzana (Brand: FGV Powered by Hindwarefurniture and
kitchen fittings)

Demerger

¡ SHIL is a part of Somany Impressa Group and was incorporated on September 28, 2017, by demerger
of HSIL Limited.

¡ This led to transfer of marketing and distribution of Consumer Products and Retail businesses to SHIL.
The marketing and distribution of Building Products was transferred to Brilloca Limited (Brilloca, wholly
owned subsidiary of SHIL) w.e.f April 01, 2018.

¡ HSIL remains a contract manufacturer for supply of building products segment (essentially
sanitaryware).
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SHIL Business Structure



ADDRESSABLE MARKET SIZE
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Addressable market size growth for SHIL
Increased addressable market by 10x to INR 40,0000crs in last 10 years

¡ Somany Impresa group is a leader Sanitary ware segment with its brand ‘Hindware’ being
one of the oldest and largest brand in the segment (Market size INR ~4,000crs).

¡ Over the years, leveraging on the legacy brand it has expanded into diverse categories
including:

- Faucets in 2014 (Market Size INR 7,000crs). One of the largest in terms of market
share.

- Consumer appliances in 2015 (Market Size INR 14000crs). It is #2 player in Kitchen
Chimneys, #5 player in Air coolers and #6 player in water heater segment.

- Pipes and Fittings in 2018 (Market Size INR 10,000crs). It is one of the fastest growing
pipes company in India, quarterly revenue run-rate INR 158crs (up ~7

- 5% YoY).

- Fans and Kitchen Fittings (Market Size INR 5,000 crs).

Marketing Strategy

¡ SHIL has 3 unique distinct distribution channels to market viz. sanitaryware & faucet,
consumer electrical and hardware channel (Pipes)

¡ As per the company, these distinct channels provide strong platform for the divisions to
add more products in their channels. Thus, accrue benefits from operating leverage and
enchance margins over the long term.



CONSUMER APPLIANCES
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Business Background

¡ Consumer appliances, led by Mr Rakesh Kaul, was started in FY16. For initial ~3 years it made
significant EBITDA level investments largely into designing, branding and R&D (has 32 patents)

¡ It is #2 player in Kitchen Chimneys, #5 player in Air coolers and #6 player in water heater segment.
Kitchen appliances are 45-48%, while air coolers and water heaters are 15-20% each of segment sales.

¡ Extensive distribution reach with 10,000+ Retail outlets, 1,000+ Distributor partners, 700+ Modern &
large retail outlets and 120+ exclusive kitchen galleries

Product portfolio

¡ Portfolio consists of household appliances – from kitchen appliances, such as kitchen chimneys, cooker
hoods, built-in hobs, cooktops, built-in ovens, sinks, through the brand Hindware Kitchen
Ensemble; to storage, instant and gas water heaters through Hindware Atlantic; to water purifiers
and air purifiers through Moonbow by Hindware and Hindware; and to air coolers and ceiling fans
through Hindware Snowcrest

¡ It recently forayed into the furniture and kitchen fittings segment, through a strategic marketing tie-up
with Formenti & Giovenzana, under brand FGV powered by Hindware

Guidance on Revenue growth and Margin Expansion

¡ Segment turned EBIT positive in FY20 and FY21 EBIT stood at ~5.8%. Given its upfronted investments
into design, R&D and marketing current EBIT margins are not reflective of the potential margins that
the business holds. Further as it follows outsourced manufacturing model the potential return ratios
can be rich as and when SHIL hits critical mass.

¡ Management has guided for this segment to do revenues of INR 1300- INR 1500 crs by FY25-26 which
broadly translates to ~30% FY21to FY25 CAGR.

Source: Company Presentation

Brands in the Consumer appliance business
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BUILDING PRODUCTS
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Business Background

¡ The strong product portfolio, robust brand recall for Hindware and wide distribution network have led
to continue its leadership position in sanitaryware (Hindware has >60-65% market share) and faucets
segment (Hindware is one of the leaders)

¡ Extensive distribution reach with 7,000+ direct Retail outlets, 20,000+ indirect reach, 225+ Distributor
partners, 250+ Brand stores and 1100+ institutional clients

Product portfolio

¡ Brands available across price points – luxury, premium and mass categories

¡ Queo caters to the luxury segment, Hindware Italian Collection, Hindware to the premium
segment and Benelave caters to the mass segment.

¡ Under the brand Neom, Brilloca has entered the super-premium and premium tiles market.

Guidance on Revenue growth and Margin Expansion

¡ Building Products (ex pipes) posted revenues of INR 861crs FY21 on account of covid related
disruptions in H1FY21.

¡ The Sanitary ware and Faucets business is largely mature, however as the segment is incubating the
tiles, pipes and fittings business, the margins are currently on the lower end.

¡ Management has guided for the segment to comfortably do 14-16% EBITDA margins by FY25-26.

¡ On the revenue side, the management guidance stands at 1.3-1.5x of industry growth which broadly
translates to ~11% CAGR.

Source: Company Presentation

Brands in the Building product business (Ex Pipes)

Source: Company Presentation
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PIPES AND RETAIL
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Pipes Business Background

¡ Under the pipes segment, it operates under the brand TRUFLO by Hindware, which is the fastest
growing plastic pipes and fittings brand in India

¡ It started its CPVC and UPVC business in 2019 and since then it has scaled the business to INR 400crs
in 2021 (INR 250crs in FY20). The CPCV compound, Durastream is supplied by the ~US$ 10 billion
Japanese conglomerate Sekisui Chemical Co. Ltd.

¡ Product offering includes CPVC pipes for hot and cold water plumbing applications, along with lead-free
UPVC pipes, SWR pipes and PVC pipes for potable water. It has recently forayed into overhead water
storage tank and column pipes

¡ ~98% of procurement for the pipes division happens from HSIL Ltd on an arms length prices.

Guidance on Revenue growth and Margin Expansion

¡ Pipes is one of the fastest growing segment recording ~74% on YoY basis as at Q2FY22 with a
quarterly run rate of INR 158 crs. EBIT margins in the segment are in the range of 6.5 to 9% which can
increase in account of operating leverage benefits.

¡ On the revenue side, the management guidance stands at INR 1000crs by FY25-26 which translates to
25.7% CAGR over FY21.

Retail business background

¡ Specialty home interior products through modern format stores and digital platforms under the brand
‘EVOK’. It has 2 owned stores and 29 franchise

¡ Over the years company has significantly reduced its owned stores to reduce its overheads and
improve its overall margins. Thus focusing more on franchise led operations and ecommerce business.

Source: Company Presentation

Products in the Pipes business



EBITDA EXPANSION

Particulars
(Amounts in INR Crs) FY19 FY20 FY21 H1FY22 FY22E FY23E FY24E FY25E

Implied 
CAGR

(FY21-FY25)
Comments

Consumer Appliance 
Business

306 362 455 180 450 769 1,000 1,300 30.0% FY25E are based on management guidance. 

Building Product Business 1,272 911 861 504 1,134 1,058 1,173 1,300 10.8% 1.2-1.5x of Industry, as per the management guidance. 

Pipes 250 401 245 575 633 796 1,000 25.7% FY25E are based on management guidance. 
. 

Retail Furniture Business 94 91 59 30 65 77 88 100 14.1%

Total Revenue 1,672 1,614 1,776 959 2,224 2,537 3,056 3,700 20.1%

EBITDA 124 88 143 75 194 304 397 555 40.3%

EBITDA Margins 7.4% 5.5% 8.1% 7.8% 8.7% 12.0% 13.0% 15.0% Management Guidance: 14 to 16% margins
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Rationale for our assumptions

¡ The above projections are based on FY25 revenue and margin guidance given by the management. For the period between FY23 and FY25 we have gone by the implied FY25 CAGR.
Going by these guidance numbers, revenue is expected to grow at a CAGR of ~20% while EBITDA is expected to grow at a CAGR of ~40% with 700bps expansion in EBITDA margins
over FY21.

¡ FY22E is not fully reflective off the normalised margins as H1FY22 was impacted on account of covid related disruptions and higher RM prices. Q2FY22 business reported 9.4% EBITDA
margins, which should further improve in H2FY22 on account of price hikes across segments. Management has also guided for sustained increase in EBITDA margins on account operating
leverage kicking in from Pipes and Consumer appliances division.

¡ Pipes are expected to grow at ~25.7% CAGR, pertinent to note that current revenue growth is >75% YoY basis on lower base.

¡ Consumer business is expected to grow at >30% CAGR, FY22 business was impacted on account of Covid related disruptions. Thus performance FY23E onwards remain critical for
Consumer appliances business to achieve the guided numbers.

Source: Company, MNCL Research



VALUATIONS AND RISK
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Valuations

CMP (INR) 395

Market Capitalisation (INR Crs) 2850

Net Debt (INR Crs) 175

EV (INR Crs) 3025

FY21 EV/EBITDA (x) 21.1 

FY23E EV/EBITDA (x) 9.9 

FY24E EV/EBITDA (x) 7.6 

FY25E EV/EBITDA (x) 5.5 

Target FY23E EV/EBITDA (x) 12.5

March-22 Fair Value (INR) 500

Upside 27%

Asset Light Business Model + 2x EBITDA margins expansion + >35%ROCEs = Re-rating!

¡ We strongly believe that SHIL is at the cusp of an inflection point where it is poised to report multi-year
growth in revenues and earnings largely on the back of its Consumer appliances and Pipes division.

¡ We also believe that its current P&L statement is not reflective of the potential EBITDA margins given the
upfronted incubation loses in its new business divisions and Covid-19 related disruptions. However, even
with this, SHIL clocked ~35% annualised ROCEs in Q2FY22 on the back of its asset light operations.

¡ At CMP, It is currently trading at ~10x FY23E EV/EBITDA (x) and ~7.6x FY24E EV/EBITDA (x) . Given the
strong margin expansion & revenue growth trajectory and the inherent high quality of the business we
believe it merits a much better multiple.

¡ We thus attribute a multiple of ~12.5x FY23E EV/EBITDA, thus arriving at a March-22 Fair Value of INR 500
(Upside ~27%). These multiples are on a conservative side when compared to the other peers in the
segment as we still await more execution both on the market share and margin expansion side.

Key Risks

¡ Raw Material Prices: Given increase in input prices including brass (Faucets), Gas Prices, Polypropylene
(Sanitary ware) directly impact the contribution margins. Though company has already take price hikes
(~10% in Faucets and ~16% in Sanitary ware) and intend to take few more in H2FY22. Any further hikes
may impact the margins directly.

¡ Slower ramp-up of Consumer and Pipes division: Overall investment thesis of growth and margin
expansion will be significantly impacted if the ramp-up in consumer and pipes division is slower than
expected.

¡ Working Capital management: It continues to remains a working capital heavy business (~110 days
cycle), thus controlling the same remains critical to the overall improvement of Return Rations.

Source: MNCL Research



Thank You!
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports periodically with clients, investors, stake holders and
general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.
Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources believed to be true. The information is
provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.
Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc)
by MNCL or those recommendation or offers or opinions concerning securities or public offer which are expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire
risk of any use made of this information. Though disseminated to clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.
The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual performance of the companies represented
in the report may vary from those projected. The projections and forecasts described in this reports should be evaluated keeping in mind the fact that these-
• are based on estimates and assumptions
• are subject to significant uncertainties and contingencies
• will vary from actual results and such variations may increase over a period of time
• are not scientifically proven to guarantee certain intended results
• are not published as a warranty and do not carry any evidentiary value.
• are not based on certain generally accepted accounting principles
• are not to be relied on in contractual, legal or tax advice.
Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a
company's fundamentals.
Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical error by our sources of transmission of
Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors and employees including the analysts/authors shall not be in any way responsible for
any indirect, special or consequential damages that may arise to any person from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and
information do not constitute scientific publication and do not carry any evidentiary value whatsoever.
The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed therein are our current opinion as of the
date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.
The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation of an investment in the securities of
companies referred to in such reports (including the merits and risks involved).
Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their
particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign currencies denominated securities are subject to fluctuations in exchange
rates that could have an adverse effect on the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.
The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating
at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may
consider material to investments. The reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.
Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of reports/data/material, may, from time to
time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed therein or act as advisor or lender/borrower to
such company/ies or have other potential conflicts of interests with respect to any recommendation and related information and opinions.

We further undertake that-
• No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.
• MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject company.
• MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject company’s securities, at the month immediately preceding the date of publication of this research report.
Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.
The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. Distributing/taking/sending/dispatching/transmitting this document in
certain foreign jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign jurisdiction laws.
The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.

Analyst holding in stock: NO

Key to MNCL Investment Rankings
Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%
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