Hindware Home Innovation Ltd — Jun 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline One-line: A "cleanup” quarter where management finally committed to exiting the loss-making
Retail business and announced an equity fundraise to fix a stressed balance sheet, while the core Bathware
segment showed resilient margin expansion.

Dimension This Quarter  Signal / Evidence Sentiment
Beat/Miss vs Guidance / Inline Revenue [773.7 Cr (vs [692.9 Cr prior Q); Bathware EBITDA 0
Prior Quarter margins expanded to 15.3% (vs 13.6% prior Q).

PAT pressured by [20.3 Cr provision for Retail exit and continued [7

Earnings Quality Low . .
Cr quarterly EBITDA loss in Appliances.

. ) Reaffirmed 1.25x-1.5x market growth in Bathware but delayed
Guidance Confidence Neutral . O
Appliances breakeven to Q3 FY25.

. . Board approval for Retail exit and equity fundraise addresses two
Management Credibility Improving s e ) A G G O

) L ) Bathware in-sourcing (targeting 80%) and reduced China
Business Quality Signal Improving ) . . O
dependence (targeting 3% imports) are structural positives.

Q#7 Management confirmed in-principle Board approval for equity

Key Q&A Exchange ) i ) . o U
(Fundraise) fundraise (Rights/Preferential) to specifically repay debt.

The Street’s Primary Leverage Net Debt of [B36 Cr remains high; Analysts pressed on repayment 0

Vi
Anxiety g timelines without relying solely on internal accruals.
. Heavy capex ([120-140 Cr) continues for Roorkee plant; transition
Capital Cycle Stage Investment . . . O
from outsourcing to in-house manufacturing.
. . . Bathware EBITDA margins back to 15%-+; Pipes margins healthy at
Margin Trajectory Improving O

10.9%.

. Holding premium positioning in Bathware (51% premium mix)
Pricing Power Stable o . . o
despite industry-wide stagnation in CPVC.

FCF Conversion & Distorted High interest (8.64%) and capex are consuming OCF; fundraise is 0
Quality necessary for FCF to reach the bottom line.
Maintaining kitchen chimney leadership (#1 on Flipkart) and growing

Competitive Moat Signals  Stable
P g Bathware faster than the overall market.

Consolidated Net Debt at [B36 Cr; Interest coverage is a key

Balance Sheet Strength Stressed . ) o O
monitorable until equity is raised.

Working Capital Imorovin Bathware NWC improved to 105 days (from 112 YoY); Group target

Efficiency P g is 15% reduction in FY25.

Mgmt Guidance Track Mixed Reliable on Pipes/Bathware operations; poor on Appliances 0

ix
Record profitability/turnaround timelines.
. Debt High leverage makes EPS highly sensitive to demand delays or
Key Vulnerability . O
Overhang interest rate cycles.

o Shift from "growth at any cost" to "backend synergy" and "capital
Management Tone Disciplined hygiene.” O



Key Takeaways (Positives & Negatives): * Positives: The core Bathware segment is structurally
improving, with EBITDA margins recovering to 15.3% as one-off ad spends (World Cup) normalized.
Management is aggressively localizing production, targeting an increase from 33% to 80% in-house
manufacturing for Faucets, which should yield another 100-200 bps of margin expansion. The decisive move to
exit the Retail (Evok) business and integrate the Consumer Appliances backend with Bathware (marketing,
service, logistics) addresses the historical "silo" inefficiency. * Negatives: The Consumer Appliances segment
remains a structural drag, losing [6.7 Cr at the EBITDA level this quarter with revenues declining 15% YoY.
Consolidated Net Debt ([836 Cr) is significantly higher than the [692.6 Cr reported in the prior fiscal year
(FY23), though it has improved from the ~[1,000 Cr peak noted in Q3 FY24. * Street Concern: Analysts are
skeptical of the "Backend Synergy" narrative for Appliances; management's response was that merging call
centers, service networks, and marketing under the "Hindware" brand will save 1-2% in costs by Q3 FY25. *
Forward Watchpoint: The pricing and timing of the equity fundraise is the single most important trigger for a
thesis re-rating, as it will determine the pace of deleveraging.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Current

Metric Mgmt Commentary

Qtr

Driven by 3.3% YoY growth in Bathware and 11.3% in

Revenue (OCr)  773.7 1 0.9% 1 11.7% 1 .
Pipes.
Gross Margin ~30% . Appliances gross margins compressed 2-3% due to
1 250 bps Not in Doc !l . . -,
(%) (Appl) inflation/competition.
YoY decline due to Appliances losses and Retail
EBITDA (OCr)  65.2 1 27.4% 1 6.4% l N
provisions.
EBITDA Margin Pressure from Appliances (-6.2% margin) vs Bathware
8.4% 1 330 bps 1 40 bps 1
% (15.3%).
Heavily impacted by [15.58 Cr Retail discontinuance
PAT (OCr) 6.9 1 75.9% 113.1% ! )
impact.
ROCE (%) Notin Doc  N/A N/A - Under pressure due to debt and Roorkee capex.
Cash Flow . Focused on WC liquidation; internal target of 15% DIO
Not in Doc N/A N/A - .
(OCF) reduction.
Increased YoY (FY23 was [692.6 Cr) but down from
Net Debt (OCr)  836.0 1 20.7% 1 16.4% !
~[1,000 Cr Q3.
Interest . Interest cost at 8.64% on [836 Cr debt is a major PAT
Notin Doc  N/A N/A !
Coverage drag.
Working Specifically for Bathware; Group NWC at 80.6 days vs
. 105 Days 1 7 days 1 12 days )
Capital 84.1 YoY.

2B. SEGMENT BREAKDOWN



Revenue (O Margin

s t
e cn) (EBIT)

Key Development

18% of revenue from new products; NWC

Bathware 420.7 1 3.3% 10.9% 1 Above .
improved.
o . Volume growth 35% (calculated: 13,903
Plastic Pipes 243.5 1 11.3% 7.8% 1 Inline
MT vs 10,629 MT YoY).
Consumer Negative EBITDA of [6.7 Cr; integrating
. 108.2 115.1% (10.2%) ! Below )
Appliances backend with Bathware.
. Discontinued; Assets held for sale/
Retail (Evok) ~2.0 (FY) N/A (Loss) ! Below

liquidation.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management

Required Run-Rate /

Historical Delivery

Risk Flag

Guidance

Guidance

Guidance

Guidance

Strategy

Strategy

Macro

Macro

Balance

Revenue

Margins

Volume

Capex Plan

Capital
Allocation

Competitive
Positioning

Industry
Headwinds

Input Cost

Leverage

Target / Claim
1.25x-1.5x Market
Growth.

1-2% expansion in
Bathware.

15-17% growth in
Pipes.

[120-140 Cr for
FY25.

Equity Fundraise
for Debt.

Top 5 CPVC
player in 3 years.

CPVC demand
stagnation.

2-3% compression
in Appls.

Reduce debt via
fundraise.

Mathematical Feasibility

Requires ~12-15% growth if
market is 10%.

Targets 16-17% EBITDA in
18-24 months via in-
sourcing.

Achieved 35% this quarter;
sustainable on low base.

[80-90 Cr remaining for
Roorkee; plant live Q3
FY25.

Board approval received;
quantum pending.

Needs aggressive
distribution expansion in
North.

Expected pick-up in Q2
FY25 as post-COVID
projects finish.

Requires rationalization of
seasonal categories.

Critical for bottom-line
health.

Reliable (Bathware)

Reliable

Strong

On Track

New

Mixed

Neutral

Deteriorated

Missed (Prior Q
promised ops
reduction)

Real estate
demand lag.

RM price
volatility.

CPVC
stagnation.

Execution
delays.

Pricing/Dilution.

Competitive
intensity.

Prolonged
slowdown.

High
competitive
intensity.

Fundraise
delay.



4. ANALYST Q&A



Analyst | Theme

Q# Relevance .
Firm Cluster

Chirag Appliances
1 40 Fialoke / PP
Margins
Ratnatraya
Arvind
. Segment
3 4.5 Dureja / .
Indiv. =
Pranav
Debt &
6 5.0 Gala/
Leverage
Omkara

Underlying
Concern

"Could you
give us the
gross margins
for that
business for
FY23 and
FY247?"

"Can't we spin
off this
business
[Appliances]
into a
separate
entity? Or
what can be
done because
this has been
dragging the
return ratios?"

"Where do we
see our debt
going
forward?"

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

Management
stated gross
margins are in
the 28-33%
range, having
compressed
by 2-3% YoY.
This confirms
that operating
deleverage is
the primary
driver of the
current losses
in Appliances.

None 4.0

Management
rejected a
spin-off, opting
instead to
consolidate
backend
functions
(marketing,
service,
logistics) with
None 3.0
the Bathware
business to
save 1-2% in
costs. This
"Hindware-as-
one" approach
is the new
turnaround
thesis for
Appliances.

Sandeep Sikka
admitted they
failed to
maintain prior
debt guidance,
with net debt
closing at [B36
Cr. The path to
) Debt peak
reduction now 3.0
] level
relies on a
Board-
approved
equity
fundraise
rather than
purely internal
accruals.

Verdict

Directional
evidence

Strategy
Pivot

Target
Reset



Q# Relevance

10

11

5.0

4.0

4.5

Analyst /

irm

Udit
Gajiwala /
YES Sec

Nikhil
Gada/
Abakkus

Nikhil
Gada/
Abakkus

Theme
Cluster

Fundraise

Bathware
Mix

In-sourcing

Category

Capex and
Allocation

Business
Overview

Management
Commentary

Underlying
Concern

"Could you
give some
more clarity
as to what will
be the
guantum and
the use of
those funds
[fundraise]?"

"How is the
mix looking
like in FY24
versus FY23,
in terms of
sanitaryware
and faucet
premium
versus
economy?"

"In faucets,
our own
manufacturing
is only
33-34%...
what is the
plan?"

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

The Board has

authorized

HHIL to

explore equity

alternatives

(Rights/

Preferential)

specifically to

repay high- Quantum

cost debt 4.0
. of funds

(8.64%). This

is the most

significant

thesis shift,

moving the

company

toward a

cleaner capital

structure.

Management
reported a
slight shift
toward the
economy
segment (49%
economy vs
51% premium
in sanitary).
While
premiumization
is a long-term
goal, the
current market
reality favors
volume-driven
economy
products.

None 5.0

Management
plans to
aggressively
ramp up in-
house faucet
manufacturing
to 75-80% in
FY25. This
structural shift
is the primary
lever for the
guided
100-200 bps
EBITDA

None 5.0

Verdict

Thesis
Catalyst

Specific
data

Quantified
Target



12

13

14

18

Theme
Firm Cluster

Analyst /

Relevance

Nikhil .
China
4.0 Gada /
Dependence
Abakkus
Nikhil )
Working
35 Gada / .
Capital
Abakkus
Nikhil
35 Gada / Pipes Mix
Abakkus
Chirag Svner
4.0 Fialoke / UL
Details
Ratnatraya

Category

Strategy

Financials

Business
Overview

Strategy

Underlying
Concern

"How much
the
dependency
on China has
reduced?"

"Working
capital cycle...
do we think
that we'll see
a significant
reduction in
FY25?"

"Would it be
possible to
give a mix
between
CPVC/PVC...
for FY24
versus
Fy23?"

"A lot of
synergies we
are seeing
there

Management

Evaded /
Response &
Investment Not
L. Addressed
Implication
margin
expansion.

Imports from
China have
dropped to
7-8% (from
20%) and are
targeted to hit
3% in FY25.
This reduces None
supply chain
risk and
supports the
localization/
margin
expansion
story.

Management
is targeting a
10-15%
reduction in
inventory/
receivables
over the next None
12 months.
This is critical
to supplement
the fundraise
for total debt
reduction.

CPVC mix
dropped to
40% (from
45%) as
industry
demand for
CPVC
stagnated,
while PVC None
grew via
government
infra projects.
Management
expects a
recovery in
CPVC demand
by Q2 FY25.

Management
explained that
cross-selling at
Bathware

None

Credibility Verdict

3.0

Specific
Data

Directional

Market
Reality

Qualitative
Color



Management
Analyst / Theme Underlying Response &

Evaded /

. Category Not Credibility Verdict
Firm Cluster Concern Investment
Addressed

Implication

Q# Relevance

counters and a
unified service
network under
"Hindware" will
dilute fixed
costs. This

[Appliances/ confirms the

Bathware]... attempt to fix

explain?" the Appliances
unit by
piggybacking
on the
Bathware
distribution
moat.

PATTERN FLAGS & SENTIMENT * The Debt Realization: After several quarters of "managing"” debt,
management finally admitted that operations alone cannot deleverage the company fast enough while funding
capex (Roorkee). The pivot to an equity fundraise was the central theme that shifted analyst tone from frustration
to cautious optimism. * The Integration Play: Analysts were fixated on the "silo" problem of the Appliances
business. Management's repeated emphasis on "Backend Integration" (merging service/marketing) suggests
they are no longer treating Appliances as a separate startup but as a product line of the core Hindware brand. *
Analyst Sentiment Verdict: Analysts remain skeptical about the operational turnaround of Appliances but are
constructive on the strategic cleanup (Retail exit, fundraise). Credibility on Bathware operations is high, but the
fundraise execution is now the primary "show-me" milestone for FY25.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening / Prior Q) | What Q&A Revealed
| Gap / Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Net Debt | Reduction through internal accruals. |
Debt hit [836 Cr; fundraise now required. | Shift from operational deleveraging to capital market reliance. |
Dilution risk. | | Appliances | Breakeven was expected "soon." | Improvements only visible by Q3 FY25. |
Timeline pushed by another 2 quarters. | Continued margin drag. | | CPVC Growth | Growth leader in pipes. |
CPVC volume growth was "flat" industry-wide. | Admits to industry-wide slowdown in premium housing. |
Revenue headwind. |



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q3 FY24) This Quarter (Q4 FY24) Direction
Retail Strategy Operating loss-making Evok. Board approved Discontinuance/Exit. t Improving

Net Debt ~[1,000 Cr [836 Cr (and fundraise approved). 1 Improving
Capital Strategy No equity plans discussed. In-principle approval for Equity Raise. 1 Positive Reset
Bathware Margins 13.6% (impacted by ad spend). 15.3% (normalizing). 1 Recovering
In-sourcing 33% (Faucets). Target 75-80% for FY25. 1 Structural
China Risk 20% imports (Historical). 7-8% current; 3% FY25 target. 1 Improving
Appliances Mgmt Independent vertical. Integrated with Bathware backend. OStrategy Pivot
PBT Impact Dragged by Retail losses. Provisioned [20.3 Cr (One-time). JShort-term hit
Pipe Capacity Hyderabad utilized. Roorkee plant on track for Q3 FY25. - On Track

Investor Notes: * Thesis Update: The thesis has evolved from "Consolidation of Segments" to "Aggressive
Portfolio Pruning and Recapitalization." The stock’s overhang from the loss-making Retail business is now
officially removal-bound. * CFO-to-PAT Divergence: FY24 PAT of [B86.8 Cr vs NWC release (Days down from
84 to 80) indicates healthy underlying operating cash flow, but this was consumed by interest payments and
Pipes capex. * Action Signal: Monitor the fundraise announcement; any delay in equity infusion will keep
interest costs at ~[V0-80 Cr/year, neutralizing the operational gains in Bathware.
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