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Nilkamal

Mixed quarter, better prospects ahead; Buy

Nilkamal’s Q1 revenue surged 18.9% y/y to Rs8.8bn. Gross profit was

Rating: Buy

Target price (12-mth): Rs.2,232
Share price: Rs.1,692

up 15.5% y/y to Rs3.7bn. Business restructuring and front-loading of ~ Keydata NILK IN / NKLM.BO
costs w.1.t the Hosur, TN plant restricted EBITDA to Rs580m, up 2.9%  -eekhigh/low Rs.2,050/ 1,497
. . . o o Sensex / Nifty 81,482 /24,855
y/y. Depreciation/ interest expense (up 15.6/20.0% y/y) cut PAT 1.6.6 /0 ket cap Rs 270
y/y to Rs152m. We believe healthy revenue growth momentum is likely Shares outstanding 15m
due to the utilisation ramp-up at Hosur and a further Rs1.5bn capex
likely in FY26 revenue next year. We introduce FY28e and expect
15.1/25.1% trevenue/PAT CAGRs over FY25-28. We retain our Buy
recommendation on the stock, with an unchanged 12-mth TP of  harcholdngpatterm () Jun25 War2s Dep24
Rs2,232, 18x the average FY27¢/FY28¢ EPS (20x FY27¢ EPS). Fromoters WGSBS
- of which, Pledged - - -
Healthy revenue growth, muted B2B margins. Revenue rose 19.6% y/y Free Float %5 355 365
to Rs7.9bn. EBIT rose 13.3% y/y to Rs417m, but the EBIT margin was flat :I;Zﬁfsiilnr:::;:;()tir:)sns 112 112 111
at 5.3% due to pressure in the furniture trade business. The mattress & foam/ ~Public 20:1 20:1 20:0
bubble-guard/furniture-trade businesses grew 51%/22%/3%, dtiven by
various brand engagement initiatives, while institutional trade fell 30%.
Estimates revision (%) FY26e FY27e
Retail, e-com revenue up, losses increase. Revenue surged 13.4% y/y to Sales 42 13
Rs917m, while EBIT losses rose significantly to Rs95m (Rs37m a year ago, EBITDA (30) 45
though sequentially better). Though com/retail revenue grew 18%/12%, EPS 88 (28

higher branding and servicing costs dampened profitability overall. The total
number of stores is 87.

Capex plans, borrowings. In FY26 the company is likely to incur Rs1.5bn
capex for the material-handling, rigid-packaging and retail businesses. Net
borrowings rose 1.9x y/y to Rs3.3bn led by expansion at Hosur.
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Outlook, Valuation. We expect 15.1/25.1% revenue/PAT CAGRs over 1600

FY25-28. We retain our Buy recommendation on the stock, with an unchanged 0 L e e e e e .
12-mth TP of Rs2,232, 18x the average FY27¢/FY28e EPS (20x FY27¢ EPS). 2 :g :;)-, g g E % § ;; :a ;g % 2
Risks: Economic slowdown, keener competition, raw material availability and ZNILK — Sensex

pricing. Source: Bloomberg

Key financials (YE Mar) FY24 FY25 FY26e FY27¢ FY28e

Sales (Rs m) 31,963 33,127 37,137 42,725 50,473

Net profit (Rs m) 1,222 1,064 1,156 1,618 2,082

EPS (Rs) 81.9 713 774 108.5 139.5

PE (x) 20.7 23.7 21.8 15.6 121

EV/EBITDA (x) 9.1 9.8 9.0 7.0 5.6 Rishab Bothra
PIBV (x) 18 17 16 15 13 Research Analyst
RoE (%) 9.0 7.3 76 9.9 11.6

RoCE (%) - after tax 78 6.5 6.5 8.5 10.0

Dividend yield (%) 1.2 1.2 1.2 1.2 1.2 Anu Parakh
Net debt/equity (x) 0.1 02 02 02 02 Research Associate

Source: Company, Anand Rathi Research

Anand Rathi Share and Stock Brokers Limited (hereinafter “ARSSBL”) is a full-service brokerage and equities-research firm and the views expressed therein are solely of
ARSSBL and not of the companies which have been covered in the Research Report. This report is intended for the sole use of the Recipient. Disclosures and analyst

certifications are present in the Appendix.
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Quick Glance - Financials and Valuations

Fig 1 - Income statement (Rs m) Fig 2 - Balance sheet (Rs m)
Year-end: Mar FY24 FY25  FY26e  FY27e  FY28e  Year-end: Mar FY24 FY25  FY26e  FY27e  FY28e
Net revenues 31,963 331127 371137 42,725 50473 Share capital 149 149 149 149 149
Growth (%) 2.1 3.6 12.1 15.0 18.1 Net worth 14,099 14,872 15729 17,049 18,833
Direct costs 18464 18,833 21470 24,033 27,603  Debt 2474 3726 3745 3946 3,950
SG&A 10,595 11471 12534 14,660 17,823  Minority interest 10 13 19 25 38
EBITDA 2,904 2,824 3,133 4,032 5,047 DTL / (Assets) 159 147 147 147 147
EBITDA margins (%) 9.1 8.5 8.4 9.4 10.0 Capital employed 16,742 18,757 19,640 21,167 22,967
- Depreciation 1,154 1,201 1,393 1,635 1,735 Net tangible assets 7674 9295 10,295 10,795 11,170
Other income 133 17 116 107 95 Net intangible assets 5 1 1 1 1
Interest expenses 369 408 464 601 789 Goodwill 68 68 68 68 68
PBT 1,514 1,331 1,393 2,003 2,618 CWIP (tang. & intang.) 381 748 250 125 100
Effective tax rates (%) 25.3 255 25.0 25.0 25.0 Investments (strategic) 379 451 451 451 451
+ Associates / (Minorities) 91 73 111 116 118 Investments (financial) 327 16 16 16 16
Net income 1,222 1,062 1,156 1,618 2,082 Current assets (excl. cash) 1935 1962 2,376 2,807 3,432
Adj. income 1,222 1,064 1,156 1,618 2,082 Cash 845 1,395 744 819 1,048
WANS 14.9 14.9 14.9 14.9 14.9 Current liabilities 3314 3715 4100 4,889 6,283
FDEPS (Rs) 81.9 713 774 1085 1395 Working capital 8,443 8537 9,539 10974 12,964
FDEPS growth (%) -8.7 -12.9 8.6 40.0 28.6 Capital deployed 16,742 18,757 19,640 21,167 22,967
Gross margins (%) 422 432 42.2 43.8 45.3 Contingent liabilities 103 49 - - -
Fig 3 - Cash-flow statement (Rs m) Fig 4 - Ratio analysis
Year-end: Mar FY24 FY25 FY26e FY27e FY28e  yeqr.ong: Mar FY24  FY25 FY26e FY2le FY28e
PBT 1,514 1,331 1,393 2,003 2618 By 207 237 218 156 12
+ Non-cash items 1,154 1,201 1,393 1,535 1,735 EV// EBITDA (x) 91 98 9.0 70 56
Oper. prof. before WC 2,668 2,533 2,785 3,538 4,353 v/ sgles x) 08 08 08 07 06
-Incr./ (decr.) in WC (179) 14 (1 ,051) (1 ,606) (2,232) P/B (x) 18 17 16 15 13
Others incl. taxes 57 48 116 100 134 RoE (%) 9.0 73 76 99 116
Operating cash-flow 2,545 2,595 1,850 2,032 2,255 RoCE (%) (post-tax) 78 6.5 6.5 85 10.0
- Capex (tang. + intang.) (1,236) (3,187) (1,894) (1,910) (2,085) RolC (%) (post-tax) 8.3 71 7.0 9.0 106
Free cash-flow 1,310 (592) (44) 122 170 DPS (Rs) 20.0 20.0 20.0 20.0 20.0
Acquisitions Dividend yield (%) 12 12 12 12 12
- Div. (incl. buyback & taxes) (298) (298) (298) (298) (298)  Dividend payout (%)-incl. DDT 244 281 258 184 143
+ Equity raised (incl. chg in share prem.) - - - - = Netdebt/ equity (x) 01 02 02 02 02
+ Debt raised 587 1251 19 201 4 Receivables (days) 54 52 50 50 50
- Fin investments (386) 239 - - = Inventory (days) 69 77 75 75 75
- Misc. (CFI + CFF) (608) (50) (327) 51 353 Ppayables (days) 25 33 31 31 31
Net cash-flow 605 549 (651) 75 229  CFO:PAT % 2082 2438 1601 1256 108.3
Source: Company, Anand Rathi Research Source: Company, Anand Rathi Research
Fig 5 - Price movement Fig 6 - Revenue mix
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] Financial highlights

Fig 7 - Financials (consolidated)

(Rs m) Q1FY25 Q4FY25 Q1FY26 YIY (%) Q/Q (%) FY24 FY25 YIY (%)
Revenue 7,427 8,940 8,831 18.9 (1.2) 31,963 33,127 3.6
Raw material costs 4,227 5,118 5,136 21.5 04 18,464 18,833 2.0
Employee costs 680 723 773 13.7 7.0 2,494 2,785 11.7
Other expenses 1,956 2,248 2,342 19.8 4.2 8,100 8,686 7.2
EBITDA 563 852 580 2.9 (31.9) 2,904 2,824 (2.8
Other income 37 22 38 2.5 72.0 133 17 (12.1)
Depreciation 291 31 336 15.6 8.1 1,154 1,201 4.1
Finance costs 93 113 111 20.0 (1.3 369 408 10.3
Share of profit from Associates 20 12 25 24.2 112.5 93 76 (17.8)
PBT 237 462 195 (17.6) (57.7) 1,607 1,408 (12.4)
Tax 54 120 42 (21.5) (64.9) 382 340 (11.0)
M 1 1 1 44.9 (10.9) 2 4 107.2
PAT 183 34 152 (16.6) (55.3) 1,223 1,064 (13.0)
EPS (Rs) 12.3 229 10.2 (16.6) (55.3) 82.0 713 (13.0)
As % of sales yly (bps) a/g (bps) yly (bps)
Material cost 56.9 57.2 58.2 124 91 57.8 56.8 (92)
Gross margins 431 42.8 418 (124) (91) 42.2 43.2 92
Employee expenses 9.2 8.1 8.8 (41) 67 7.8 8.4 60
Other expenses 26.3 251 26.5 19 138 253 26.2 88
EBITDA margins 7.6 9.5 6.6 (102) (296) 9.1 8.5 (56)
Other income 0.5 0.2 04 (7) 18 04 0.4 (6)
Depreciation 39 35 38 (11) 33 3.6 3.6 2
Finance costs 1.2 1.3 1.3 1 (0) 1.2 1.2 7
PBT margins 32 5.2 22 (9.8 (296) 5.0 4.2 (78)
Effective tax rates 226 259 215 (108) (440) 238 241 37
PAT margins 25 38 1.7 (74) (209) 3.8 3.2 (61)
Source: Company, Anand Rathi Research

Fig 8 — Segment details

Particulars (Rs m) Q1FY25 Q4FY25 Q1FY26 YIY (%) Q/Q (%) FY24 FY25
Segment revenues

Business-to-Business 6,618 8,125 7,914 19.6 (2.6) 28,218 29,618 5.0
Retail & Ecommerce 809 815 917 134 125 3,746 3,509 (6.3
Total 7,427 8,940 8,831 18.9 (1.2) 31,963 33,127 3.6
Segment EBIT

Business-to-Business 368 727 417 13.3 (42.6) 2,172 2,217 2.1
Retail & Ecommerce (37) (122) (95) 154.4 (22.0) (135) (345) 155.6
Total 331 605 322 (2.6) (46.7) 2,037 1,872 (8.1)
Revenue mix (%)

Business-to-Business 89 91 90 50 (127) 88 89 113
Retail & Ecommerce 11 9 10 (50) 127 12 1 (113)
Total 100 100 100 - 100 100 -
EBIT margins (%)

Business-to-Business 5.6 8.9 53 (29) (367) 7.7 75 (21)
Retail & Ecommerce (4.6) (15.0) (10.4) (574) 459 (3.6) 9.8) (623)
Overall 45 6.8 37 (81) (312) 6.4 5.7 (72)
Source: Company, Anand Rathi Research
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Nilkamal - Mixed quarter, better prospects ahead; Buy

] a1 FY26 Result Analysis

Mixed quarter

Revenue surged 18.9% y/y to Rs.8bn, beating outr/consensus
expectations (up 7.9/11%), led by growth in B2B and retail & e-com.

The gross profit rose 15.5% y/y to ~Rs3.7bn while the gross margin
contracted 124bps y/y to 41.8%.

EBITDA increased a mere 2.9% y/y to Rs580m, while the margin
contracted 102bps y/y to 6.6%.

Profitability was hit by business re-structuring and frontloading of
certain costs w.r.t the Hosur plant, commissioned to manufacture
foam, modular furniture and sofas.

Depreciation/interest expense up 15.6/20.0% y/y kept PAT 16.6%
lower y/y to Rs152m, the margin contracting 74bps y/y to 1.7%.

Segment-wise performance

Consolidated

B2B (90% of total). Revenue surged 19.6% y/y to Rs7.9bn and
profitability rose 13.3% y/y to Rs417m. The EBIT margin was flat at
5.3%.

B Retail & r-com (10% of total).Revenue rose a significant 13.4% y/y
to Rs917m, but loss widened to Rs 95m (from Rs37m a year back).
The EBIT margin was a negative 10.4% (vs. a negative 4.6% a year
ago) due to higher branding, servicing, and employee costs.

Standalone

B2B

B Growth: 19% by value, 22% in volumes.

B The mattress and foam business grew 51% through diverse products,

brand-engagement initiatives and wider market presence through
more channel partners.

The bubble-guard business grew 22%.

Nilkamal Edge. The institutional furniture business fell 30%. The
furniture trade business grew 3%, but margin pressure resulted in a
falling EBIT margin.

Retail & E-commerce

E-com revenue was Rs410m, up 18% y/y, while retail store revenue
grew 12% y/y.

At 30% Jun’25, the number of COCO and FOFO stores were 87.

Capex and borrowings

Net borrowings rose a significant 1.9x y/y to Rs3.3bn on the Hosur
plant (MDF & foam) commissioning,.

The company is likely to incur ~Rs1.5bn capex (incl. ~Rs700m of
previous years committed capex) in FY26. This is chiefly for the
material handling, rigid packaging and retail businesses.

Anand Rathi Research
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I Story in charts

Fig 9 — Quarterly revenue and growth Fig 10 — Quarterly expenses-mix and EBITDA-margin trend
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Fig 11 — Quarterly profitability trend Fig 12 - Quarterly margin trend
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Fig 13 - Revenue trend Fig 14 — Margin profile trend
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I Story in charts continues

Fig 15— B2B revenue, EBIT margins Fig 16 — Retail, e-com revenue, EBIT margins
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I Outlook and Valuations

We see bright prospects for Nilkamal due to its market-share gains from the
grey sector, a sharper focus on non-plastic furniture and on online sales, rising
industrial activity and deeper e-commerce penetration. Its wide distribution
network, plants at various sites and lean balance sheet are key strengths.

We expect revenue to grow, supported by expanded capacities incl. the
greenfield plant at Hosur (manufacturing modular furniture and foam).
We believe the B2B demand-pricing context would improve. Besides,
more ad-spend to increase product visibility would drive retail and e-com
revenue. Profitability is expected to rise led by rationalisation of expenses
in the retail business owing to restructuring.

We introduce FY28e and expect 15.1/25.1% revenue/PAT CAGRs over
FY25-28. We retain our Buy rating on the stock, with an unchanged 12-
mth TP of Rs 2232, 18x the average FY27¢/FY28e EPS (20x FY27¢ EPS).

Fig 17 — Change in estimates

(Rs m) Old New Variance (%)
FY26e FY27e FY28¢e FY26e FY27e FY28e FY26  FY27  FY28
Sales 35,656 39,834 - 37,137 42,725 50473 4.2 7.3 -
EBITDA 3,231 3,859 - 3,133 4,032 5047 (3.0 45 -
EBITDA margins (%) 9.1 9.7 - 8.4 94 100 (62 (25 -
PAT 1,267 1,665 - 1,156 1,618 2,082 (88 (2.8 -
EPS (Rs) 849 1116 - 774 1085 1395 (88 (28) -

Source: Anand Rathi Research

Fig 18 - P/E band - One-year-forward

Fig 19 - P/E band - Mean and standard deviation
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Key risks

B A slowing economy, industrial capex. Slow recovery in industrial
capex could curb demand for material-handling products, while low
economic growth would dampen consumer spending on furniture.

B Higher input costs, inability to pass them on. Higher costs of key
inputs (polyethylene, polypropylene ~50% of raw material cost) and
the company’s inability to fully pass them on would eat into profits.

|

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

Anand Rathi Research
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ARSSBLI/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company No
ARSSBLI/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report? No
ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months No
ARSSBLI/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve No
months

ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services from No
the subject company in the past twelve months

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than inve stment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection No
with the research report

ARSSBLI/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No
ARSSBLI/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. No

NOTICE TO US INVESTORS:

This research report is the product of Anand Rathi Share and Stock Brokers Limited, which is the employer of the research analyst(s) who has prepared the research report.
The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not associated person(s) of any U.S. regulated broker-dealer and
therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to
otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances, and trading securities held by a
research analyst account.

Research reports are intended for distribution only to Major U.S. Institutional Investors as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act of 1934 (the
Exchange Act) and interpretations thereof by the U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this research report is not
aMajor U.S. Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated,
and/or transmitted onward to any U.S. person which is not a Major U.S. Institutional Investor. 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 U.S. Institutional Investors, Anand Rathi Share and Stock Brokers Limited
has entered into a Strategic Partnership and chaperoning agreement with a U.S. registered broker-dealer: Banc Trust Securities USA. Transactions in securities discussed in
this research report should be affected through Banc Trust Securities USA.

1. ARSSBL or its Affiliates may or may not have been beneficial owners of the securities mentioned in this report.
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.

4. However, one or more of ARSSBL or its Affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and may buy or sell those
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.

6. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or analysis on
which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or other services for or solicit to
seek to obtain investment banking, or other securities business from, any entity referred to in this report.

©2025. This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, is
under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or
in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this report are
trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.

As of the publication of this report, ARSSBL does not make a market in the subject securities.
Registration granted by SEBI, Enlistment as RA and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
Additional information on recommended securities/instruments is available on request.
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