
Hindware Home Innovation Ltd — Aug 2022 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Beat on Revenue / In-line on Margins One-line: The core growth thesis (market share gains in

Bathware and Pipes) remains intact, but the expected "margin kicker" from the HSIL manufacturing acquisition is

currently masked by historic input cost inflation (Brass, Gas) and inventory losses (PVC).

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance

Strong Beat

(Revenue)

98% YoY revenue growth; Q1 performance nearly matched Q4,

defying typical seasonality.
🟢

Earnings Quality Moderate
High topline growth, but margins hit by ₹13 Cr one-off input cost and

inventory impacts.
🟡

Guidance

Confidence
Neutral

Maintaining 18-20% FY23 growth and long-term ₹5,000 Cr target;

however, RM volatility makes short-term margins opaque.
🟡

Management

Credibility
Strong

Successfully integrated the AGI Greenpac (HSIL) manufacturing

division; transparent about cost headwinds.
🟢

Business Quality

Signal
Improving

Transition from pure-play trading to integrated manufacturing player

with a 20% revenue contribution from new products.
🟢

Key Q&A Exchange
Q#11: Pipe Volume

Decline

Management clarified the volume drop in Pipes (7,236 MT vs 9,253

MT QoQ) was pricing-led, not demand-led.
🟡

The Street's Primary

Anxiety
Margin Dilution

Analysts pressed on when the 4% EBITDA expansion from

manufacturing would appear. (Mgmt: 12-18 months).
🔴

Capital Cycle Stage Investment
Post-acquisition consolidation phase with ongoing Greenfield/

Brownfield capex in Pipes.
🟡

Margin Trajectory
Deteriorating

(Short-term)

EBITDA margins suppressed at 9.8% vs high-teens potential due to

RM lags.
🔴

Pricing Power Stable
5-7% hikes taken in Sanitaryware/Faucets to pass through Brass/

Fuel costs.
🟢

FCF Conversion &

Quality
Weak

Distorted by acquisition accounting and higher inventory (105 days

in Bathware).
🔴

Competitive Moat

Signals
Widening

Largest range of silent chimneys (#2 player); fastest-growing pipe

brand (Truflo).
🟢

Balance Sheet

Strength
Adequate

Gross debt at ₹630-640 Cr post-acquisition; interest coverage

remains a watchpoint.
🟡

Working Capital

Efficiency
Deteriorating

Inventory days spiked due to acquisition-related stock and import

lead times.
🔴

Mgmt Guidance

Track
Reliable

Consistently hitting high-growth targets; margin bridge is the

primary "show me" story.
🟡

Key Vulnerability RM Volatility
Sensitivity to Natural Gas (Sanitaryware), Brass (Faucets), and

PVC resin (Pipes).
🔴

Management Tone Confident
Bullish on "always-on" brand strategy and institutional business

growth.
🟢



Key Takeaways: * Positives: Extraordinary revenue resilience as Q1 (historically weak) matched Q4

(historically peak). Bathware is outperforming peers via 75+ new distributors and "new product" focus (20% of

sales). Pipes (Truflo) grew 97% YoY, sustaining its "fastest-growing" status. * Negatives: Integration of

manufacturing was poorly timed with RM spikes, leading to a ₹13 Cr EBITDA hit (₹7 Cr PVC inventory loss, ₹6 Cr

Bathware input cost). Debt has scaled to ₹640 Cr, and interest costs will weigh until the 4% incremental

manufacturing margin flows through. * Street Concern: Analysts are skeptical about the timeline for margin

normalization. Management responded that 12-18 months are required to extract full efficiencies and that price

hikes have a lag. * Forward Watchpoint: Monitor PVC price stability and the ramp-up of the Roorkee pipe plant;

if margins don't expand by Q3, the acquisition's value-accretion thesis will be questioned.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures primary; Concall for commentary.

Metric
Current Qtr (Q1

FY23)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue (₹ Cr) 678.1 ↑ 98.2% → (0.1%) ↑
Volume driven in Bathware; Q1 nearly equaled

Q4 (unusual seasonality).

Gross Margin (%) Not in Doc N/A N/A -
Not explicitly disclosed; impacted by RM

volatility.

EBITDA (₹ Cr) 66.7 ↑ 292.4% ↓ (0.7%) ↑
Absolute growth strong, but masks ₹13 Cr RM

headwind.

EBITDA Margin

%
9.8% ↑ 4.8 bps → 0 bps →

Target is 4% expansion over 2 years post-HSIL

acquisition.

PAT (₹ Cr) 11.0 ↑ (Note 1) ↓ (78.6%) ↓
Impacted by higher interest/depreciation post-

slump sale.

Volume (Pipes -

MT)
7,236 ↑ 74.5% ↓ (21.8%) ↓

Volume drop QoQ due to pricing correction and

high Q4 base.

Capacity

Utilization
Bath: 84% N/A N/A →

Faucets lagging at 57%; significant headroom for

growth.

Net Debt (₹ Cr) 630 - 640 N/A N/A ↓
Increased post-acquisition of building products

division.

Working Capital

(Days)
105 (Bath) N/A N/A ↓ Bathware days high due to acquisition inventory.

Note 1: Q1 FY23 is the first quarter post-acquisition of AGI Greenpac division; YoY/QoQ not strictly comparable.

2B. SEGMENT BREAKDOWN



Segment
Revenue (₹

Cr)

YoY

Growth

EBIT

Margin
Trend

vs Co.

Avg
Key Development

Bathware 364 (Calc) ~104% 13.1% ↑ Above
20% of revenue from New Product

Launches (Easy Clean/Ellipse).

Plastic Pipes 171.0 ↑ 97% 4.5% ↓ Below
Hit by ₹7 Cr inventory loss; ₹180 Cr Roorkee

plant underway.

Consumer

Appliances
129.1 ↑ 93% 1.8% ↑ Below

Largest range of silent chimneys; 200%

growth in cooling products.

Retail (Evok) 14.0 ↑ 48% 1.0% → Below
Shifted to franchise-only model; now

"cash earn" vs "cash burn."

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery
Risk Flag

Guidance Revenue
₹5,000 Cr+ in 3-4 years

(announced May 2021).

Needs ~25% CAGR. Currently on

track with 98% YoY (acquisition

aided).

High
Execution in

Pipes.

Guidance Margins
3-4% EBITDA expansion

from manufacturing.

Needs to add ~₹20-25 Cr to quarterly

EBITDA.
New

RM volatility

risk.

Guidance Growth
18-20% consolidated

growth for FY23.

Needs ~₹690 Cr/qtr for remaining 3

quarters. High feasibility.
Reliable

Demand

slowdown.

Capex Capacity
₹180 Cr investment in

Roorkee (12,500 MT).

Land finalized; documentation in

process.
On Track

Land reg.

delays.

Strategy Brand
Rebranded to "Hindware

Home Innovation Ltd."
N/A Delivered

Brand

dilution.

Macro
RM

Prices

PVC prices stabilized at

₹90-100/kg.

Ongoing monitoring required;

depends on global resin supply.
Mixed

Import

reliance.



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 4.5

Vinit

Gala,

Monarch

Pipes Margin Financials

"Can you

quantify the

EBITDA hit on

account of

inventory loss

because of the

polymer prices?"

Management

confirmed a ₹7

Cr inventory

hit in Q1 due

to a 14-16%

drop in PVC

prices. This

implies that

core operating

margins in

Pipes are

~9% if

inventory

losses are

normalized,

providing a

floor for

valuation.

None 5.0
Quantified

& Clear

3 5.0

Nikhil

Gada,

Abbakus

Manufacturing

Margin
Financials

"How much

would have

been the

addition in the

margins

because of this

manufacturing

now coming into

the numbers?"

Management

stated that the

expected

2.5%

manufacturing

margin was

"camouflaged"

by ₹13 Cr of

incremental

input cost

increases.

The thesis

depends on

these costs

stabilizing for

the acquisition

benefits to

flow to the

bottom line.

None 4.0
Directional

evidence

3a 4.0

Nikhil

Gada,

Abbakus

Accounting Financials

"That explains

the reason why

the depreciation

is higher...

around ₹18 Cr

and it has come

to close to ₹22

Cr."

Management

clarified that

lease rentals

for land/

buildings (not

purchased in

the slump

sale) are now

booked as

Depreciation

and Interest

under Ind-AS

116. This

shifts ₹3.5-4.0

Cr from Opex

None 5.0
Specific

timeline



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

to D&A/

Interest,

inflating

EBITDA but

neutral on

PBT.

4 3.5

Nikhil

Gada,

Abbakus

Competition
Management

Commentary

"Crompton also

now announcing

specifically into

chimneys and

hobs... do you

think that this

can impact us?"

Management

cited their

20% share in

chimneys and

<1% category

penetration as

evidence that

new entrants

will expand

the market

rather than

eat share. As

the #2 player,

Hindware

remains a

primary

beneficiary of

the shift to

branded

appliances.

None 3.5
Confident

Posture

5 4.0

Nikhil

Gada,

Abbakus

Bathware

Growth

Business

Overview

"Specifically if

you can highlight

what has really

worked for us...

post COVID?"

Success was

attributed to a

"FMCG-style"

distribution

expansion

and a

separate team

for

institutional

clients. This

suggests the

growth is

structural/

execution-led

rather than

just a post-

pandemic

demand flush.

None 4.0 Verifiable

8 4.5

Deepak

Poddar,

Sapphire

Margin

Guidance

Management

Commentary

"Overall delta...

around 3% to

4% EBITDA

margin addition

[from

manufacturing]?"

Management

reiterated that

efficiency

gains (2%)

and

manufacturing

integration

None 4.0
Consistent

guidance



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

(2%) would

add 4% to

margins over

12-18 months.

This provides

a clear re-

rating trigger if

margins hit

12-13% by

FY24.

11 4.0

Rahul

Picha,

Multi Act

Pipe Volume
Business

Overview

"What was the

volume growth

or degrowth for

the pipes

business...

QoQ?"

Pipe volumes

dropped from

9,253 MT in

Q4 to 7,236

MT in Q1.

While QoQ

declines are

seasonal, the

magnitude

suggests

some demand

deferral due

to falling PVC

prices.

None 4.0
Clear and

quantified

13 3.0
Vikash V,

HealthX
ESG/Ops

Business

Overview

"Possibility to

add women in

this area

[Service

Technicians]?"

Management

acknowledged

the diversity

point and

noted that

while

technicians

are largely

plumbers,

they have

women

plumbers in

certain

franchisees.

This is

peripheral but

indicates an

openness to

workforce

evolution.

None 3.0
Vague but

open

PATTERN FLAGS & SENTIMENT * The "Camouflaged Margin" Anxiety: Multiple analysts (Gada, Poddar,

Gala) focused on the bridge between current suppressed margins and the post-acquisition target. Management

was defensive but logical, attributing the gap to a ₹13 Cr "double whammy" of PVC inventory losses and Brass/

Fuel inflation. The concern remains live and will likely resurface in Q2/Q3 until the delta is visible. * Asset-Light

to Asset-Heavy Transition: Analysts are clearly adjusting their models for the higher depreciation and interest



costs following the HSIL manufacturing takeover. Management's tone was confident that the "contract

manufacturing" margin previously paid to HSIL will now stay with HHIL.

Analyst Sentiment Verdict: Analysts were cautiously optimistic. They are impressed by the 98% revenue

growth but skeptical of the near-term margin delivery. Friction exists regarding the working capital (105 days)

and the debt load post-acquisition. Credibility is stable, but the next quarter must show the "pass-through" of

price hikes to restore faith in the 14-15% margin trajectory.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening) | What Q&A Revealed | Gap /

Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Depreciation | Expected ~₹18 Cr/qtr. | Actual ₹22 Cr. |

Underestimated Ind-AS 116 lease impact by ~₹4 Cr. | Minor EPS drag. | | Pipe Volume | Fastest growing brand.

| 22% QoQ volume decline. | Growth is high YoY, but pricing volatility caused Q1 sequential weakness. |

Inventory risk. |

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.
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