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India I Equities 

Key financials (YE Mar) FY20 FY21 FY22 FY23e FY24e 

Sales (Rs m) 22,572 20,922 27,301 31,560 34,893 

Net profit (Rs m) 1,421 1,129 834 1,518 1,979 

EPS (Rs) 95.2 75.7 55.9 101.7 132.6 

P/E (x)       21.7        27.2        36.8         20.3         15.5  

EV / EBITDA (x)       11.0        11.9        14.2           9.9           8.2  

P/BV (x)         3.0          2.7          2.5           2.3           2.0  

RoE (%) 14.4 10.4 7.1 12.0 13.9 

RoCE (%) – post-tax 13.2 9.5 6.5 9.8 11.4 

Dividend yield (%)         1.0          0.2          0.3           0.5           0.6  

Net debt / equity (x) 0.0 (0.1) 0.1 0.1 0.1 

Source: Company, Anand Rathi Research  
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Rating: Buy 

Target Price: Rs.2,985 

Share Price: Rs.2,098 

 

Key data  NILK IN / NKLM.BO  

52-week high / low Rs.2940 / 1693 

Sensex / Nifty 58099 / 17327 

3-m average volume  $0.3m 

Market cap  Rs.32bn / $395m 

Shares outstanding  15m 

 

Shareholding pattern (%) Jun’22  Mar’22 Dec’21 

Promoters  64.5  64.5  64.5 

    - of which, Pledged  -   -   -  

Free float 35.5 35.5 35.5 

   - Foreign institutions 2.0 2.2 2.2 

   - Domestic institutions 19.8 19.6 19.5 

   - Public  13.7 13.7 13.8 

 

26 September 2022 

Nilkamal 

Aims to scale up non-plastic furniture vigorously; retaining a Buy  

Nilkamal management expects 11-15% overall volume growth in FY23. 
It aims to double revenue in the next 5-6 years, with 12-15% margins  

Performance expected to be healthy. The demand environment seems 
encouraging. Price hikes in material handling would continue as earlier higher 
input costs were not fully passed on. In the furniture business, however, earlier 
price hikes have been adequate.  

Raw material tailwinds expected by Q4. Volatility in key raw materials such 
as polyethylene and polypropylene continues. However, prices, which were 
softer in Jul/Aug, started firming up in Sep. Management expects a favourable 
pricing scenario from Q4 FY23. 

Aims to be a one-stop home-furnishing-solutions provider. Plastic 
furniture has a small market size, while in non-plastic furniture the opportunity 
size is significant. Hence, after the Boston Consulting group report on the 
furniture business revamp, the company is striving to scale up the non-plastic 
furniture business.  

Strengthening its manufacturing, marketing abilities in non-plastic 
furniture. Capex at Hosur for non-plastic furniture is progressing. On the land 
acquisition being completed by Dec, the facility is expected to be operational 
within 6-9 months, ie, Q1/Q2 FY24. 

Outlook, Valuation. The demand environment looks encouraging. Input cost 
tailwinds would provide headroom for margin expansion. Hence, we expect 
13% and 54% CAGRs over FY22-24 in revenue and earnings, respectively. We 
have a Buy rating on the stock, with an unchanged TP of Rs.2,985, based on 
22.5x FY24 earnings. 

 

 

Relative price performance 

 

Source: Bloomberg 
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Quick Glance – Financials and Valuations (consol.)

Fig 1 – Income statement (Rs m) 

Year-end: Mar FY20 FY21 FY22 FY23e FY24e 

 Net revenues  22,572 20,922 27,301 31,560 34,893 

    Growth (%)  -4.5 -7.3 30.5 15.6 10.6 

 Direct costs  12,471 11,772 16,612 18,739 20,500 

 SG&A  7,289 6,619 8,475 9,567 10,468 

 EBITDA  2,812 2,531 2,213 3,254 3,926 

    EBITDA margins (%)  12.5 12.1 8.1 10.3 11.3 

 - Depreciation  942 972 1,010 1,144 1,183 

 Other income  144 160 119 118 87 

 Interest expenses  261 235 284 330 355 

 PBT  1,753 1,485 1,038 1,898 2,474 

    Effective tax rate (%)  22.3 24.9 25.1 25.0 25.0 

 + Associates / (Minorities)  59 14 56 95 124 

 Net income  1,421 1,129 834 1,518 1,979 

Adjusted income  1,421 1,129 834 1,518 1,979 

WANS  14.9 14.9 14.9 14.9 14.9 

FDEPS (Rs / sh)  95.2 75.7 55.9 101.7 132.6 

   FDEPS growth (%) 21.1 -20.5 -26.2 82.1 30.4 

   Gross margins (%)  44.8 43.7 39.2 40.6 41.3 

 

Fig 3 – Cash-flow statement (Rs m) 
Year-end: Mar FY20 FY21 FY22 FY23e FY24e 

PBT (adj. for int. exp./ other inc.) 1,753 1,485 1,038 1,898 2,474 

 + Non-cash items  942 972 1,010 1,144 1,183 

Oper. prof. before WC 2,695 2,456 2,048 3,042 3,657 

 - Incr. / (decr.) in WC  (35) (407) (1,235) (1,940) (922) 

 Others incl. taxes  (199) (139) 18 (144) (263) 

 Operating cash-flow  2,462 1,910 831 958 2,472 

 - Capex (tang. + intang.)  (2,941) (1,308) (1,695) (1,380) (1,408) 

 Free cash-flow  (479) 602 (864) (422) 1,064 

 Acquisitions       

 - Div.(incl. buyback & taxes)  (425) (75) (112) (149) (187) 

 + Equity raised  - 0 - - - 

 + Debt raised  (35) 6 1,261 368 159 

 - Fin investments  170 (6) (6) - - 

 - Misc. (CFI + CFF)  843 137 (501) (314) (709) 

 Net cash-flow  74 665 (222) (517) 327 

Source: Company, Anand Rathi Research  

 

Fig 5 – Price movement 

 

Source: Bloomberg 

Fig 2 – Balance sheet (Rs m) 

Year-end: Mar FY20 FY21 FY22 FY23e FY24e 

Share capital  149 149 149 149 149 

Net worth  10,172 11,245 11,866 13,235 15,028 

Debt  479 485 1,747 2,115 2,274 

Minority interest  9 10 7 - - 

DTL / (Assets)  134 127 122 122 122 

Capital employed   10,943 12,017 13,891 15,621 17,573 

Net tangible assets  5,842 6,265 6,866 7,241 7,491 

Net intangible assets  14 9 14 14 14 

Goodwill  68 68 68 68 68 

CWIP (tang. & intang.)  266 184 264 125 100 

Investments (strategic)  176 191 212 212 212 

Investments (financial)  167 157 142 142 142 

Current assets (excl. cash)  1,423 1,397 1,531 1,747 1,883 

Cash   240 905 684 167 494 

Current liabilities  3,035 3,295 3,432 3,606 3,347 

Working capital  5,783 6,135 7,542 9,511 10,516 

Capital deployed  10,943 12,017 13,891 15,621 17,573 

 Contingent liabilities  145 130 155 - - 

 

Fig 4 – Ratio analysis 
Year-end: Mar FY20 FY21 FY22 FY23e FY24e 

 P/E (x)        21.7        27.2        36.8         20.3         15.5  

 EV / EBITDA (x)        11.0        11.9        14.2           9.9           8.2  

 EV / Sales (x)          1.4          1.5          1.1           1.0           0.9  

 P/B (x)          3.0          2.7          2.5           2.3           2.0  

RoE (%)  14.4 10.4 7.1 12.0 13.9 

RoCE (%) - after tax  13.2 9.5 6.5 9.8 11.4 

RoIC 14.0 10.3 7.1 10.4 11.9 

 DPS (Rs / sh)  24.0 5.0 7.5 10.0 12.5 

 Dividend yield (%)          1.0          0.2          0.3           0.5           0.6  

 Dividend payout (%) - incl. DDT  29.9 6.6 13.4 9.8 9.4 

 Net debt / equity (x)  0.0 (0.1) 0.1 0.1 0.1 

 Receivables (days)  52.6 53.7 42.0 50.0 50.0 

 Inventory (days)  65.7 86.9 88.4 90.0 90.0 

 Payables (days)  24.7 33.6 29.5 30.0 30.0 

 CFO :  PAT  %  173.2 169.2 99.7 63.1 124.9 

Source: Company, Anand Rathi Research 

 

Fig 6 – Revenue mix  

 

Source: Company 
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  Management call KTAs 

 Q1 FY23 performance was better than a year ago (low-base effect of 
the partial lockdown on Covid-19 resurfacing). The company continued 
to deliver volume and value growth, but the focus continues on 
improving margins (hurt largely by high input costs in FY22 which 
continued in Q1 FY23). 

 Price hikes in material handling to persist. Furniture prices have 
been hiked adequately to mitigate input cost increases; in material 
handling, however, further price increases of 5-7% are required as higher 
input costs have not been passed on completely. 

 Raw material pricing environment challenging. For key plastic 
product manufacturers/convertors, the key raw material is PVC or other 
grades. For Nilkamal, however, the key raw materials is polyethylene and 
polypropylene. Prices of these have not changed materially except for 
some softness toward end-Jul and Aug. They have now started firming 
up and this is expected to continue for at least two quarters or so 
(margins would remain under pressure). 

 The variables affecting margins have increased. The gross margin 
correlation with crude oil price movements seems to be fading. Though 
crude oil prices have come down, it has not materially altered the raw 
material price scenario for the company. Earlier raw material prices were 
more directly correlated with international crude prices. That seems to 
be fading as raw material prices now depend  on many factors such as i) 
the international geopolitical situation, ii) international price trends, iii) 
forex movements, iv) prevailing domestic gas prices, iv) maintenance 
shutdowns curtailing raw material supply and impacting gas prices. 

 Focus on non-plastic furniture to become a one-stop-solutions 
provider in home furnishings. On suggestions from the Boston 
Consulting Group (BCG), the company is focusing more on non-plastic 
furniture as the plastic furniture category is almost stagnant or growing 
slowly because of its size, with similar custom-moulded products in 
existence for more than 20-30 years. 

Based on the BCG report, the company has re-focused and re-
strategized its furniture business by making a foray into and focusing on 
non-plastic furniture. It is now building physical (manufacturing 
capability) and marketing infrastructure for the business. Non-plastic 
furniture manufacturing started 18 months ago in rented premises in 
Hosur, while manufacturing of mattresses had started across the 
country. Manufacturing metal furniture such as seatings was also begun. 
The manufacturing plant to come up at Hosur would enhance the 
furniture revenue base. 

The company aims to be a one-stop solutions provider in home 
furnishings (plastic, non-plastic and metal furniture, mattresses, etc.) as 
it is in the material handling business (different products for various 
sectors and industries). 

 Setting up a non-plastic furniture manufacturing plant. The 
company intends to put up one more large plant in Hosur to 
manufacture non-plastic furniture: factory-manufactured automated 
particle-board and medium-density fibre-board furniture, and sofas 
among others. 
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For this, Plant envisaged to be setup on 70 acres. However the 
acquisition has been delayed by more than six months, since it is being 
acquired from various individuals, not from industrial associations/ 
government bodies). Only 30 acres have been acquired; the balance is 
expected to be acquired by end-Sep/Oct’22. 

Construction of the plant will take 7-9 months from complete land 
acquisition. Land required to set up a plant is 45 acres, the balance kept 
for future expansions. 

The asset turnover expected would be 3x-4x depending on products 
offered. 

 Capex largely on track: The company had earlier envisaged capex of 
Rs2,500m (Rs1,400 m for the Hosur plant). Considering the delay in land 
acquisition, the company now anticipates FY23 capex of ~Rs2,000m. It 
has invested Rs750m till now (Rs110 m for the Hosur land acquisition, 
Rs500m for seven large imported injection moulding machines 
(increasing capacity for pallets and bins mainly in material handling by 
8,400 tpa, to 110,000 tpa). 

 Focus on increasing warehousing capacity. The company has 
warehouses at Bhiwandi in the west, Hosur in the south, and Baroda in 
the east. It is attempting to fill the gap by building one at Noida in north 
India. 

 To scale up is retail network vigorously. The company has all-India 
operations, focusing on tier-2, -3 and -4 cities, and stores of 4,000-10,000 
sq.ft. It currently operates 80+ stores under the Nilkamal brand through 
franchisees, and ~35 large format tier-1 stores under Atom. Key sales 
channels are i) dealers/distributors, ii) e-commerce platforms, iii) large 
outlets for furniture, iv) franchisee model (FOFO)/Atom (plastic 
furniture sold through 20,000 retailers across India). The company aims 
to increase the number of stores to 300+. Minimum revenue expectation 
of Rs10-12.5m for a retail store of 4,000 sq.ft. (from Rs0.2/0.3m a 
month to Rs1/1.2m). 

 Increasing its manufacturing ability in non-plastic furniture. The 
non-plastic business growth should be sustainable and scalable. In the 
next five years management expects more than 60% of non-plastic 
furniture sold would be manufactured in-house (two years ago 100% was 
imported; now only 10-15%). The company imports furniture mainly 
from Malaysia and China. 

 Merger approved, to be completed by Dec’22, effective 1st Oct’22. 
In material handling, other than crates, bins and pallets, the company 
also makes racks/shelves (a second factory in Sinnar near Nasik had 
Rs2,800m revenue through a 100% subsidiary, to be merged effective 1st 
Oct’22, and completed by Dec. The company expects more than 
Rs3,500m revenue from this business in FY23. 

 Product launches in material handling to further scale up business. 
The company will launch material-handling products for various 
industries based on their needs. 

 Business operations in Sri Lanka hit, though not materially. Sri 
Lanka has been going through crises such as currency devaluation, 
political instability, etc. Volumes are down 50% but the company’s 
business there continues to be profitable. The business in Sri Lanka is 
too small, hence not material. 
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 Ad spends to increase (non-plastic furniture): H2 FY23 ad-spend is 
expected at ~3-5% for schemes to dealers and distributors; for FY23 it 
is expected at Rs150m-250m. 

 Huge stock levels to normalise.  Stock levels average 15-20 days, and 
now are 20-30 days. More inventory days were due to non-plastic 
furniture, largely imported to mitigate issues like container non-
availability (lead time) and higher shipping charges (freight cost). This 
should become normal in a quarter or so. 

 Debt likely to increase. Long-term debt is now Rs1,250m. The 
company expects net debt to peak at Rs3,000m, of which Rs1,000m 
would be for working capital. 

 Overall guidance. Management expects 11-15% FY23 volume growth 
(16% in Q1 FY23; till Aug’22, 11%), and double-digit margins likely by 
Q4 FY23. It expects to double revenue in the next 5-6 years. EBITDA 
margins would come at 12-15%. 

 Huge expectations of the PLI scheme extended to furniture. A 
government notification with respect to extending the PLI scheme to 
furniture might come by end-Q3 or early Q4 FY23 (as suggested by 
consultants). The company will benefit from the scheme as it intends to 
set up a large manufacturing plant for non-plastic furniture. 

The Furniture Manufacturers Association has not proposed to the 
commerce ministry to extend the PLI scheme to the industry. Tamil 
Nadu, however, had established a furniture industrial park at 
Thoothukudi (formerly Tuticorin) for exports. As this did not work out, 
the state government is trying to make it workable by roping in industries 
and giving incentives for domestic consumption as well (as transport 
from the coastal region to land-locked areas will be incurred). 

 To benefit from the PM SHRI schools scheme. Under the prime 
minister’s SHRI schools scheme, 14,500 schools will be developed at a 
Rs273.6bn (Rs181.28bn to come from the Central government) for five 
years starting 2022-23. This is expected to benefit the company in both 
plastic and non-plastic furniture.  

In a Telangana government order the company is L1 and expects more 
such orders from other state governments. It has a Rs250m order from 
the Andhra Pradesh government. To avoid stress in collection, it intends 
to work on such projects through a contractor who would take the risk 
of collection. Such projects help ramp up utilisation. Educational 
institutions and hospital are also being focused on to generate business 
in the furniture category. Competition arises from Godrej Interio (non-
plastic furniture) and Supreme Industries (plastic furniture, one-third of 
Nilkamal). 
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Story in charts  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig 7 – Revenue and growth 

 
Source; Company, Anand Rathi Research 

 
Fig 8 – Expenses mix and EBITDA margins  

 
Source; Company, Anand Rathi Research 
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Fig 9 – Profitability  

 
Source; Company, Anand Rathi Research 

 
Fig 10 – Margin  

 
Source; Company, Anand Rathi Research 
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Fig 11 –  Plastics revenue, EBIT margin  

 
Source; Company, Anand Rathi Research 

 
Fig 12 – Lifestyle revenue, EBIT margin 

 
Source; Company, Anand Rathi Research 
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Story in charts continues 

 

Fig 13 –  Revenue  

 
Source; Company, Anand Rathi Research 

 
Fig 14 – Margins 

 
Source; Company, Anand Rathi Research 
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  Valuation 

We see bright prospects for Nilkamal for its market-share gains from the 
informal sector, greater focus on non-plastic furniture and online sales, 
deeper penetration in e-commerce and rising industrial activity. Its vast 
distribution network, plants at various locations, lean balance sheet and FCF 
generation are key strengths.  

It will continue to invest in product development and manufacturing abilities 
(Rs1bn+ yearly capex planned incl. on non-plastic furniture). On its entry 
into new businesses (non-plastic furniture, mattresses, bubble-guard sheets), 
it is exploring options to add business verticals (and revenue streams). 
‘@home’ did not lead to the desired result and is only now slightly profitable. 

Demand looks encouraging, and input cost tailwinds would offer headroom 
for margin expansion. Hence, we expect 13% and 54% CAGRs over FY22-
24 in revenue and earnings respectively. We maintain our Buy rating, with a 
TP of Rs.2,985 based on 22.5x FY24e EPS. 

 

 

 

 

 

 

 

 

 

 

Risks 

Upside 

 Exploring business opportunities. The company has been attempting 
a foray into a related business vertical so as to enhance and diversify its 
products. The ramp-up and faster scalability would help accelerate its 
revenue growth momentum 

Downside 

 Slowdown in the economy/industrial capex. Slow recovery in 
industrial capex could curtail demand for material-handling products, 
while low economic growth would dampen consumer spending on 
furniture, etc. 

 Adverse movement in input costs, and inability to pass them on 
fully. Higher key input costs (polyethylene, polypropylene, ~50% of raw 
material costs) and the company’s inability to pass them on completely 
would eat into profits.  

 Mounting competition. Keener competition from non-regulated as 
well as regulated manufacturers could constrict growth and margins. 

Fig 15 – PE band 

 
Source: BSE, Anand Rathi Research 

 

Fig 16 – PE Mean and SD  

 
Source: BSE, Anand Rathi Research 
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Analyst Certification 
The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst(s) 
in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange Board of 
India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have no bearing 
whatsoever on any recommendation that they have given in the Research Report. 
 
Important Disclosures on subject companies 
Rating and Target Price History (as of 22 September 2022) 

 

 Date Rating 
TP  

(Rs) 
Share 

Price (Rs) 
1 1-Oct-18 Hold 1,860 1,700 
2 30-Jan-19 Hold 1,495 1,300 
3 15-May-19 Hold 1,410 1,150 
4 8-Aug-19 Hold 1,297 1,045 
5 16-Nov-19 Hold 1,525 1,340 
6 31-Jan-20 Hold 1,582 1,420 
7 30-Jun-20 Hold 1,373 1,150 
8 13-Sep-20 Hold 1,347 1,236 
9 5-Nov-20 Hold 1,563 1,345 

10 10-Feb-21 Buy 2,206 1,745 
11 7-Jun-21 Hold 2,687 2,330 
12 14-Feb-22 Buy 2,781 2,214 
13 3-Aug-22 Buy 2,985 2,257 
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in the Ratings Table below:  

Ratings Guide (12 months) 
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purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on behalf of 
the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for the 
readers.  No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own 
investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or 
making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by 
ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, 
adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and 
reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, consequential, punitive 
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performance is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to consult with their tax 
advisers regarding taxation aspects of any potential investment. 

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views 
expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research 
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ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned 
herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such 
company (ies) these and other activities of ARSSBL and its associates or employees may not be construed as potential conflict of interest with respect to any recommendation 
and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party involved in, or related 
to computing or compiling the information have any liability for any damages of any kind. 

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com 

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject ARSSBL to 
any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for 
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with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at his own 
expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.  
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ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services from 
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ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection 
with the research report 
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ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No 

ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. No 
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In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with 
Major Institutional Investors, ARSSBL has entered into an agreement with a U.S. registered broker-dealer Marco Polo Securities Inc. Transactions in securities discussed in 
this research report should be effected through Marco Polo Securities Inc. 
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2. ARSSBL or its affiliates may have or not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months. 

3. ARSSBL or its affiliates may have or not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not expect 
to receive compensation for investment banking services from the issuer of these securities within the next three months. 
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securities or options thereon, either on their own account or on behalf of their clients. 

5. As of the publication of this report, ARSSBL does not make a market in the subject securities. 
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