
Hindware Home Innovation Ltd — Jun 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Beat on Margins / Inline on Revenue One-line: The thesis is strengthening as the "inventory loss" drag

in the Pipe business has cleared, revealing a high-growth, double-digit margin profile (10.8%) that, coupled with

a ₹128 Cr reduction in net debt, signals the start of the harvesting phase.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter

Strong Beat

(Margins)

EBITDA margin expanded to 11.7% (vs 8.4% in Q3) as PVC

prices stabilized.
🟢

Earnings Quality High
Growth is volume-led in Pipes (+15%) and mix-led in Bathware;

normalized for inventory, core remains robust.
🟢

Guidance Confidence Strong
Reiteration of ₹1,000 Cr Pipe target; management suggests

hitting it ahead of the FY25 schedule.
🟢

Management Credibility Strong
Delivered on the promise to reduce debt (down ₹128 Cr QoQ)

and normalize Pipe margins post-PVC crash.
🟢

Business Quality Signal Improving
Truflo (Pipes) is now a scale player; Bathware premiumization is

offsetting fuel inflation (15.3% segment margin).
🟢

Key Q&A Exchange
Q#2: Margin

Trajectory

Management quantified a 1-1.5% margin unlock potential via in-

sourcing and gas price softening.
🟢

The Street's Primary

Anxiety
Deleveraging

Fear of debt build-up post-AGI acquisition; Mgmt responded by

reducing debt to ₹712 Cr in one quarter.
🟢

Capital Cycle Stage
Harvesting /

Expansion

Scaling existing assets (Bathware) while expanding Pipe

capacity (Roorkee) via internal accruals.
🟡

Margin / Return Ratio

Trajectory
Improving

Pipe EBITDA back to 11% (from 0.9% in Q3); Bathware EBIT

expanded to 11.2% (from 10.4% YoY).
🟢

Pricing Power Stable
12-14% total FY23 price hike in Bathware absorbed without

hurting 18% Q4 revenue growth.
🟢

FCF Conversion &

Quality
Improving

Working capital reduction from 45.8 to 43.8 days in Bathware;

Pipe WC reduction remains a target.
🟢

Competitive Moat Signals Widening
Truflo CPVC mix reached 52% (vs 45% FY avg), significantly

higher than many established peers.
🟢

Balance Sheet Strength Adequate
Net Bank Debt at ₹712 Cr; interest coverage is improving as

EBITDA grows (+33% YoY).
🟡

Working Capital

Efficiency
Improving

Sequential reduction in working capital days and absolute debt

levels.
🟢

Mgmt Guidance Track

Record
Reliable

Consistent outperformance in Bathware (+29% FY23) vs

industry single-digit growth.
🟢

Key Vulnerability / Red

Flag

Leadership

Vacuum

Resignation of Consumer Appliances CEO; business is currently

managed by committee during search.
🔴

Management Tone Confident
Bullish on volume momentum and operating leverage in Pipes;

focused on FY24 deleveraging.
🟢



Key Takeaways (Positives & Negatives): * Positives: The "Pipes" segment (Truflo) has successfully

navigated the PVC price volatility of 9M FY23, ending Q4 with a healthy 10.8% EBITDA margin and 15% volume

growth. Bathware continues to gain significant market share, growing 29% in FY23 (industry grew at <10%),

driven by 470+ brand stores and a high-margin CPVC mix in the plumbing segment (52% in Q4). Most

importantly, the balance sheet deleveraging has commenced, with net debt falling from ~₹840 Cr in Q3 to ₹712

Cr in Q4. * Negatives: The Consumer Appliances business remains the weak link, with EBIT margins barely

breaking even (-0.2% in Q4) and a leadership vacuum following the CEO's exit. While Bathware margins are

healthy, they are still susceptible to natural gas price fluctuations, though the shift toward in-sourcing from China

(now 16-18% of mix) should act as a structural hedge. * Forward Watchpoint: The commissioning of the

Roorkee greenfield plant (FY25) and the appointment of a new Consumer Appliances CEO will be the next major

catalysts for valuation re-rating.

2. BUSINESS PERFORMANCE

2A. KEY METRICS Numbers extracted from Q4 FY23 PPT (Primary) and Concall (Commentary).

Metric
Current Qtr

(Q4)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue (₹ Cr) 767.9 ↑ 12% ↑ 7.8% ↑
Driven by 18% growth in Bathware; Pipes grew

7% YoY on a high base.

Gross Margin (%)
Not in

document
N/A N/A - Impacted by PVC stabilization and CPVC mix.

EBITDA (₹ Cr) 89.8 ↑ 33% ↑ 48.7% ↑
Margin expansion to 11.7% due to absence of

Pipe inventory losses.

EBITDA Margin % 11.7% ↑ 190 bps ↑ 320 bps ↑
Normalizing post-PVC volatility; Bathware at

15.3%.

PAT (₹ Cr) 22.8 ↓ 39% ↑ 192.3% ↓
YoY decline due to absence of one-time gain and

higher interest costs.

ROCE (%)
Not in

document
N/A N/A - Not reported for the specific quarter.

Cash Flow (OCF)
Not in

document
N/A N/A ↑ Implied positive by ₹128 Cr debt reduction QoQ.

Net Debt / (Cash)

(₹ Cr)
712.0 ↓ (Note 1) ↓ 15.2% ↑

Reduced from ~₹840 Cr in Q3 via working capital

release.

Interest Coverage

(x)
~2.5x ↓ YoY ↑ QoQ 🟡

Improving sequentially but still lower than pre-

acquisition levels.

Working Capital

(Days)
43.8 (Bath)

↑ (from

39.4)

↓ (from

45.8)
↑

Management targeting 20% reduction over 18-24

months.

Pipe Volume (MT) 10,629 ↑ 15% → ↑
Market share gains continue; 15% growth in a

high-base quarter.

Note 1: Consolidated FY23 Net Bank Debt stood at ₹712 Cr. Q3 FY23 was ~₹840 Cr.

2B. SEGMENT BREAKDOWN



Segment
Revenue (₹

Cr)

YoY

Growth

Margin

(EBIT)
Trend

vs Co.

Avg
Key Development

Bathware 408.0 ↑ 18.0% 11.2% ↑ Above
65% Sanitaryware / 35% Faucets;

Utilisation at 91%.

Plastic Pipes 219.2 ↑ 7.0% 7.8% ↑ Below
CPVC mix hit 52%; inventory losses (₹43

Cr in 9M) ceased.

Consumer

Appl.
127.5 ↑ 6.0% (0.2%) ↓ Below

CEO resigned; search ongoing. High

competitive intensity.

Retail (Evok) 13.2 ↓ 12.0% (5.5%) ↓ Below
Moving to franchise-only model to curb

cash burn.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery
Risk Flag

Guidance Revenue
₹1,000 Cr Pipes

revenue by FY25.

Needs ₹215 Cr/qtr (FY23 actual was

₹785 Cr). Highly feasible; may hit in

FY24.

On Track
PVC Price

volatility

Guidance Margins
1-1.5% consolidated

EBITDA expansion.

Needs ~₹10-15 Cr incremental

EBITDA. Achievable via in-sourcing.

On Track

(Q4)

Fuel prices

(Gas)

Guidance Volume
18% Volume / 25%

Value growth in Pipes.

Needs to maintain 10k MT/qtr.

Achieved 15% vol growth in Q4.
On Track

Demand

slowdown

Guidance Capex Plan ₹100-125 Cr for FY24.
Focused on Roorkee (Pipes) and

Sanitaryware debottlenecking.
New Target

Execution

delays

Strategy
Capital

Allocation

₹100 Cr debt

repayment in FY24.

Needs ₹25 Cr/qtr FCF. Feasible given

Q4's ₹128 Cr reduction.
On Track

WC

expansion

Macro Input Cost
No price hikes planned

for H1 FY24.

Assumes Natural Gas and Brass

remain stable.
Consistent RM Spikes

Strategy
Competitive

Pos.

Top 5 CPVC player in

3 years.

CPVC mix at 52% is already among

best-in-class for mid-tier players.
Improving Scaling dist.



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 5.0

Pranav

Mehta,

Equirus

Bathware

Mix

Business

Overview

"I wanted to

understand the

mix between

sanitary and

faucets... how

much import

dependence of

Chinese

products do we

have?"

Management

confirmed

Sanitaryware

is 65% of mix

and Chinese

imports are

down to

16-18%, with

plans for

further

reduction. This

structural shift

reduces FX

and supply

chain risk

while

improving

margins

through in-

house

manufacturing.

None 5.0

Specific

and

quantified

2 4.5

Kaushal

Shah,

Dhanki

Sec

Margin

Sustainability
Financials

"I wanted your

thoughts on the

sustainability of

these margins...

drivers for the

sharp

improvement in

Q4?"

Management

identified the

absence of

PVC inventory

losses and

stabilizing gas

prices as

drivers,

targeting

another

1-1.5%

EBITDA

unlock in

12-18 months.

This suggests

that the

current 11.7%

margin is the

new floor

rather than a

seasonal

peak.

None 4.0

Directional

with

evidence

3 4.0

Sandeep

Sikka

(CFO)

Working

Capital
Financials

"I think we

should be able

to bring around

20% [of

inventory] down

in the next

18-24 months."

(Self-stated in

Management

is

renegotiating

vendor terms

and in-

sourcing

China-sourced

products to

reduce the

None 3.5

Specific

target

given



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

response to

Kaushal Shah)

need for

seasonal

inventory

stocking. This

is the primary

lever for the

promised ₹100

Cr debt

reduction in

FY24.

4 4.5

Nikhil

Gada,

Abakkus

Market

Share

Business

Overview

"How you see

this industry

and this

increased

competitiveness

to impact

Hindware who

is one of the

leading

brands?"

Management

noted that

despite new

entrants

(paints/cement

players), none

have made a

significant

impact in 24

months due to

the high

barrier of

plumber/

architect

influence. This

reinforces the

"Hindware"

brand moat

and

distribution as

a defensive

barrier.

None 4.0

Qualitative

but

confident

5 4.0
Praveen

Sahay, PL
Capacity Util.

Business

Overview

"Capacity in the

sanitary and the

faucet and how

is the

utilization?"

Sanitaryware

is at 91-92%

utilization

while Faucets

are at 45%

due to a

conscious

strategy of

developing

outside

vendors first.

This reveals a

massive

operating

leverage

opportunity in

Faucets as

production

moves in-

None 5.0

Precise

data

provided



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

house in H2

FY24.

6 4.0

Bharat

Mani,

Moneybee

Pipe

Competition

Business

Overview

"In the pipe

segment... the

margin is still on

the lower side

[vs peers].

Could you just

tell me why is

that?"

Management

explained that

as the fastest-

growing brand

(40%+

CAGR),

employee and

distribution

costs are

4-5% higher

than mature

peers but will

normalize as

scale is

reached. This

justifies the

lower current

margins as an

investment in

market share.

None 4.0
Logical

explanation

7 4.5

Sandeep

Sikka

(CFO)

Consumer

Guidance

Management

Outlook

"For the

Consumer

business now

we are giving

guidance... by

2027 we should

be ₹1,000

crores plus."

Management

pushed back

the ₹1,000 Cr

target for

Appliances

from FY25 to

FY27 due to

market

fragmentation

and lack of

price

leadership.

This is a

significant

walk-back that

investors must

factor into

long-term

ROE

calculations.

Timeline

revision
3.0

Hedged

but honest

8 3.5
Vinit Gala,

Xylem
Leadership Governance

"How are we

placed with

respect to the

leadership in

our consumer

division?"

Management

is in the

process of

finalizing a

new CEO,

expected by

end of Q1 or

mid-Q2 FY24.

The current

Specific

name
2.5

Vague

timeline



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

leadership

vacuum is a

minor near-

term overhang

on the

appliance

segment's

turnaround.

9 4.0

Mehernosh

Panthaki,

Dhanki

Debt

Management

Capex and

Allocation

"So, net to net,

then ₹100

crores

reduction will

be there

despite taking a

long-term debt

[for Roorkee]?"

Management

confirmed that

while long-

term debt will

be taken for

Roorkee

(70:30),

sequential

working capital

release will

lead to a net

reduction of

₹100 Cr in

total debt. This

provides a

clear roadmap

for

deleveraging

despite the

capex cycle.

None 4.0
Clear

capital plan

PATTERN FLAGS & SENTIMENT * The "Core Pipe Margin" Reveal: Multiple analysts (Kaushal, Bharat)

focused on the Pipe segment's margin profile. The cessation of inventory losses (₹43 Cr in 9M) revealed that

Truflo's core business is actually operating at double-digit EBITDA levels (11%), which was previously masked.

Management’s posture was highly confident here, shifting the narrative from "recovery" to "scale-up." * 

Deleveraging Skepticism: The friction point remained the interplay between the Roorkee capex (₹180 Cr) and

debt reduction. Management's specific commitment to a ₹100 Cr net reduction through inventory rationalization

appeared to satisfy the buy-side, though the execution will be closely watched in FY24. * Analyst Sentiment

Verdict: The overall sentiment was positive-to-cautious. Conviction in the Pipe and Bathware segments is at an

all-time high due to market share gains, but skepticism remains regarding the Consumer Appliances turnaround

and the timeline for deleveraging. Management credibility has improved as they delivered on the Q3 promise of

sequential debt reduction and margin normalization.

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

| Gap / Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Consumer Revenue | Target ₹1,000 Cr by FY25. |

Revised target to FY27. | 2-year delay in scaling Appliances. | Lowered consolidated growth ceiling. | | Pipe Rev

Target | Reach ₹1,000 Cr in FY25. | "Will be somewhere close... in FY24." | Acceleration of growth (Positive gap).

| Faster valuation re-rating. |



5. WHAT CHANGED vs PRIOR QUARTER

Comparison against Q3 FY23 (based on transcript/PPT context).

What Changed Prior Quarter (Q3 FY23) This Quarter (Q4 FY23) Direction

Net Bank Debt ~₹840 Cr ₹712 Cr ↑ Improving

Pipe EBITDA Margin 0.9% (Reported) 10.8% ↑ Improving

Pipe Inventory Loss ₹17.5 Cr (Q3 only) Negligible ↑ Improving

CPVC Product Mix 42% 52% ↑ Improving

Consumer CEO Rakesh Kaul (Incumbent) Vacant / Search Mode ↓ Deteriorating

Bathware WC Days 45.8 Days 43.8 Days ↑ Improving

Appliance Guidance FY25 Target (₹1k Cr) FY27 Target (₹1k Cr) ↓ Deteriorating

Bathware Hikes Hikes in Q3 No Hikes in Q4 → Stable

Investor Notes: The thesis has transitioned from "distressed recovery" (due to PVC losses and acquisition debt)

to "operating leverage." The divergence between the growing EBITDA (+33% YoY) and the falling debt (-15%

QoQ) is the most critical signal this quarter. The divergence between PAT and EBITDA remains a function of

high interest costs (₹22 Cr/qtr); however, as debt is repaid in FY24, PAT growth should begin to significantly

outpace EBITDA. The primary monitorable is now the stabilization of Consumer Appliances under new

leadership.
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