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Himatsingka Seide Ltd
Dull Q1; Recovery will be gradual

Consumer Discretionary Sharekhan code: HIMATSEIDE

Reco/View: Neutral â CMP: Rs. 112 Upside potential: 10% â

á Upgrade  Maintain â Downgrade

Powered by the Sharekhan 3R Research Philosophy

Summary

 � Himatsingka Seide Limited (HSL) posted another quarter of weak performance with revenues declining 
by 22% y-o-y to Rs. 637.8 crore and EBIDTA decreased by 93% y-o-y to Rs. 10.8 crore. HSL registered 
loss of ~Rs. 55 crore.

 � Inventory correction and lower demand due to high inflation are expected to impact sales volumes in 
H1FY2023. Gradual improvement is expected from H2FY2023. Capacity expansion is on halt due to 
volatile demand environment.

 � Gross debt increased to ~Rs. 3,000 crore. Management is focusing on improving revenue stream, 
rationalising cost, and reducing working capital to reduce debt in the coming years. 

 � Near-term global uncertainties and slow demand environment have weighed on the stock’s 
performance. We downgrade our view to Neutral from Positive earlier, with a 10% upside, and would 
keenly monitor recovery going ahead.

Valuation (Consolidated) Rs cr

Particulars FY21 FY22 FY23E FY24E

Revenue 2,258 3,184 3,864 4,717

EBITDA margin (%) 12.8 16.7 16.2 17.8

Adjusted PAT -53 141 191 352

% Y-o-Y growth - - 35.8 83.9

Adjusted EPS (Rs.) -5.4 14.3 19.4 35.7

P/E (x) - 7.8 5.8 3.1

P/B (x) 0.8 0.8 0.7 0.6

EV/EBITDA (x) 11.5 7.3 5.9 4.2

RoNW (%) - 10.1 12.3 19.5

RoCE (%) 3.4 8.7 10.2 14.5

Source: Company; Sharekhan estimates

Himatsingka Seide Limited’s (HSL) Q1FY2023 performance was affected by multiple factors, including 
softening of demand, inventory correction by retailers across markets, and disrupted supply chains 
leading to a 21.8% y-o-y decline in revenue to Rs. 637.8 crore. Capacity utilisation for the terry towel 
category stood at 54% in Q1FY2023 vs. 72% in Q1FY2022, while that for the sheeting category stood at 
55% in Q1FY2023 vs. 79% in Q1FY2022. Revenue from brands declined to Rs. 439 crore from Rs. 582 crore 
in Q1FY2022 and Rs. 548 crore in Q4FY2022. Profitability was lower due to sustained input cost inflation 
and lower operating leverage, which resulted in a 932-bps y-o-y decline in gross margin to 39.4%. EBITDA 
margin declined to 1.7% in Q1FY2023 from 19.5% in Q1FY2022. EBITDA declined by 93.2% y-o-y to Rs. 
10.8 crore. This coupled with higher interest cost (up 44% y-o-y) led to the company registering adjusted 
loss of Rs. 62.6 crore vs. profit of Rs. 57.7 crore.

Key positives

 � Inventory correction with some of the global retailers is complete and management expects gradual 
recovery in demand from H2FY2023..

Key negatives

 � Revenue from brands declined by 24.6% y-o-y and 19.9% q-o-q to Rs. 439 crore.

 � Higher input costs and lower operating leverage led to a 932-bps y-o-y decrease in gross margin to 
39.4%; EBITDA margin fell sharply to 1.7% in Q1FY2023 vs. 19.5% in Q1FY2022.

 � Gross debt on books increased to Rs. 2,977 crore in Q1FY2023 vs. Rs. 2,805 crore in Q4FY2022.

Management Commentary

 � Sales volumes are expected to remain muted in the near term as inventory correction at the retailer’s 
level and higher inflation in global markets will continue to impact demand. Management expects 
demand to gradually recover from H2FY2023, as demand is expected to come back with reduction in 
inflation. Moreover, correction in cotton prices will result in retailers keeping higher inventories with them. 

 � Management has maintained its medium-term outlook of double-digit revenue growth, driven by 
improving shares in key exports markets, addition of new customers, and large retailers looking at higher 
supply from the Indian market. Further, signing of Free Trade Agreement (FTA) with UK will enhance 
India’s competitiveness in the UK and European markets. 

 � Capacity utilisation for terry towel and sheeting stood at 54-55% in Q1FY2023. The same is expected to 
remain lower in Q2FY2023 and might gradually improve from H2FY2023. Management has indicated 
that capex for debottlenecking of sheeting and terry towel plants has been put on halt due to inflationary 
pressures and weak demand environment.

 � The company’s gross debt stood at Rs. 2,977 crore in Q1FY2023, up from Rs. 2,805 in Q4FY2022. The 
company has maintained its stance of deleveraging its balance sheet. However, in the near to medium 
term, large focus will be on improving the revenue stream and work on various initiatives to reduce cost 
and working capital, which will help in generating better cash flows. The same will be utilised to reduce 
debt on books.

Revision in estimates – We have revised downwards our earnings estimates for FY2023 and FY2024 to 
factor in disappointing performance in Q1FY2023 and muted growth outlook in the near term.

Our Call

View – Downgrade to Neutral with an upside of 10%: Near-term uncertainties in the global market are 
affecting demand in export markets and volatile input costs weighed on the stock’s performance. However, 
the company will be one of the key beneficiaries of rising demand for Indian home textiles in export markets. 
Leveraging upon its experience in the US market and vertically-integrated business model, the company is 
focusing on strengthening its presence in Europe and the Middle East (signing of FTA with UK will further add-
on to the revenue). In view of near-term uncertainties, we are downgrading our view on the stock to Neutral 
from Positive earlier with an upside of 10%. We shall keenly monitor the stock’s performance in the coming 
quarters and any consistent recovery in the performance would act as a key re-rating trigger for the stock. 
The stock is currently trading at 5.8x/3.1x its FY2023E/FY2024E earnings.

Key Risks

Any substantial and fast recovery in the performance from current levels will act as a key risk to our rating 
downgrade of the stock.
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Company details

Market cap: Rs. 1,103 cr

52-week high/low: Rs. 312 / 90

NSE volume:  
(No of shares)

6.7 lakh

BSE code: 514043

NSE code: HIMATSEIDE

Free float:  
(No of shares)

5.2 cr
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Results (Consolidated) Rs cr

Particulars Q1FY23E Q1FY22 y-o-y (%) Q4FY22 q-o-q (%)

Revenues 637.8 815.4 -21.8 764.8 -16.6

Raw material cost 386.5 418.2 -7.6 407.2 -5.1

Employee cost 74.6 87.0 -14.3 69.2 7.8

Other expenses 165.9 151.6 9.4 187.9 -11.7

Total operating cost 627.0 656.7 -4.5 664.3 -5.6

EBITDA 10.8 158.7 -93.2 100.4 -89.2

Other income 22.9 4.5 - 10.0 -

Interest & other financial cost 60.9 42.3 43.9 50.0 21.8

Depreciation 41.2 38.1 8.1 40.0 3.2

Profit Before Tax -68.4 82.7 - 20.5 -

Tax -5.8 25.0 - 12.4 -

Adjusted PAT -62.6 57.7 - 8.0 -

Extra-ordinary items 7.9 0.0 - 0.0 -

Reported PAT -54.7 57.7 - 8.0 -

EPS (Rs.) -6.4 5.9 - 0.8 -

   bps  bps

GPM (%) 39.4 48.7 -932 46.8 -735

EBITDA margin (%) 1.7 19.5 - 13.1 -

NPM (%) -0.1 7.1 -717 1.1 -115

Tax rate (%) 8.5 30.2  60.7  
Source: Company, Sharekhan Research

Weak Q1 – Revenue declined by 22% y-o-y; EBITDA margins sharply down y-o-y

HSL’s revenue decreased by 21.8% y-o-y and 16.6% q-o-q to Rs. 637.8 crore, impacted by inventory correction being 
undertaken by major retailers across markets, softening of demand, and continued supply chain disruptions. Revenue 
from brands stood at Rs. 439 crore in Q1FY2023 vs. Rs. 582 crore in Q1FY2022 and Rs. 548 crore in Q4FY2022. Gross 
margin decreased by 932 bps y-o-y and 735 bps q-o-q to 39.4%. EBIDTA margin stood lower at 1.7% in Q1FY2023 vs. 
19.5% in Q1FY2022 and 13.1% in Q4FY2022. The decline in margins can be attributed to higher cotton prices and lower 
capacity utilisation during the quarter. EBITDA fell by 93.2% y-o-y and 89.2% q-o-q to Rs. 10.8 crore. Interest cost was 
higher by 43.9% y-o-y and 21.8% q-o-q. The dismal operating performance and higher interest cost led to the company 
posting adjusted loss of Rs. 62.6 crore in Q1FY2023 against profit of Rs. 57.7 crore in Q1FY2022 and Rs. 8 crore in 
Q4FY2022. Reported loss for Q1FY2023 stood at Rs. 54.7 crore.

Key highlights of the conference call

 � Demand volatility to continue in H1FY2023 – Management has indicated that the current dull demand environment 
due to high inflation and sharp inventory correction is expected to continue for the next few months. The company 
sees no regional pattern; however, within each region, some players are strong, while some players are affected. 
The inflation scenario is expected to improve from October with the beginning of the new cotton crop season, while 
the demand scenario is expected to improve from Q3FY2023 and normalise thereafter.

 � Capacity utilisation lower in Q1 – HSL’s capacity utilisation declined for all divisions in Q1FY2023. Terry towel 
capacity utilisation came in at 54% in Q1FY2023 vs. 72% in Q4FY2022; sheeting capacity utilisation stood at 55% 
in Q1FY2023 vs. 79% in Q4FY2022; while spinning capacity utilisation was recorded at 78% in Q1FY2023 vs. 101% 
in Q4FY2022. Lower sheeting capacity utilisation in turn impacted spinning capacity utilisation. Management has 
guided that a progressive improvement in utilisation is expected in the quarters to come.

 � Capacity expansion on hold – Management has stated that capex for de-bottlenecking of sheeting and terry towel 
plants would be deferred for the next few months due to volatile environment because of inflationary pressure and 
weak demand. 

 � Debt levels rise q-o-q – The company’s gross debt stood at Rs. 2,977 crore at Q1FY2023-end, up from Rs. 2,805 
crore at FY2022-end. Gross debt included term debt of Rs. 1,730 crore and working capital debt of Rs. 1,247 crore. 
Cash and cash equivalents on books stood at Rs. 179 crore. Thus, net debt stood at Rs. 2,797 crore versus Rs. 2,629 
crore at FY2022-end. The company currently has unsold ROSCTL scripts of Rs. 188 crore. Management has guided 
that the company will focus on debt reduction with improvement in the business environment.
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Outlook and Valuation

n Sector view - Near-term outlook weak; Medium-long term prospects remain strong

The near-term outlook of the home textile industry is weak because of multiple headwinds such as high input 
prices, sustaining logistics issues, high consumer inflation, and geopolitical tensions due to Russia-Ukraine 
issue. Thus, companies in this space are expected to deliver weak performance for the next two-three 
quarters. However, in the medium-long term, the Indian home textile sector is expected to gain market share, 
aided by increased demand due to higher focus on home hygiene post the pandemic environment, China +1 
factor, and India entering trade tie-ups with key countries. Top players such as WIL and HSL have expanded 
their capacities for bed linen/terry towel, sensing to fulfil strong demand coming in from key markets because 
of higher spends on hygiene products and customers looking at India as an alternate supply base. 

n Company outlook - Near term pain but long-term gain

HSL’s Q1FY2023 performance was affected by multiple factors, including softening of demand, inventory 
correction by retailers across markets, and disrupted supply chains. Sales volumes are expected to remain 
muted in the near term as inventory correction at the retailer’s level and higher inflation in global markets 
will continue to impact demand. Management expects demand to gradually recover from H2FY2023, as 
demand is expected to come back with reduction in inflation and correction in cotton prices, which will result 
in retailers keeping higher inventories with them.  The company has maintained its medium-term outlook of 
gaining good demand from key markets due to China +1 factor, increasing market share, and likely signing 
of FTA with UK. Further, the company is focusing on generating higher cash flows, which will be utilised to 
reduce debt on books.

n Valuation - Downgrade to Neutral with an upside of 10%

Near-term uncertainties in the global market are affecting demand in export markets and volatile input costs 
weighed on the stock’s performance. However, the company will be one of the key beneficiaries of rising 
demand for Indian home textiles in export markets. Leveraging upon its experience in the US market and 
vertical-integrated business model, the company is focusing on strengthening its presence in Europe and the 
Middle East (signing of FTA with UK will further add-on to the revenue). In view of near-term uncertainties, we 
are downgrading our view on the stock to Neutral from Positive earlier with an upside of 10%. We shall keenly 
monitor the stock’s performance in the coming quarters and any consistent recovery in the performance would 
act as a key re-rating trigger for the stock. The stock is currently trading at 5.8x/3.1x its FY2023E/FY2024E 
earnings. 

Peer Comparison

Companies
P/E (x) EV/EBITDA (x) RoCE (%)

FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E

Welspun India 12.9 32.1 12.2 7.5 10.5 6.5 13.7 6.2 12.8

KPR Mill 24.0 21.4 18.1 17.2 13.9 11.7 31.0 27.7 28.0

Himatsingka Seide 7.8 5.8 3.1 7.3 5.9 4.2 8.7 10.2 14.5
Source: Company, Sharekhan estimates
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About company

HSL, founded in 1985, is a vertically integrated home textile player. The company manufactures, retails, and 
distributes bedding, bath, drapery, upholstery, and lifestyle accessory products. In terms of operations, the 
company’s business is divided into manufacturing and retail and distribution. The company has manufacturing 
facilities in India and has retail and distribution businesses in North America, Europe, and Asia. Based on 
acquisitions made by the company over the years, it presently holds licenses for leading brands such as 
Calvin Klein Home, Tommy Hilfiger Home, Barbara Barry, and Royal Velvet, among others. With over 15+ 
home textile labels, both owned and licensed, the company has one of the largest portfolios of home textiles 
brands with an annual revenue of over Rs. 3,000 crore.

Investment theme

HSL will be one of the key beneficiaries of rising demand for Indian home textile in export markets. Leveraging 
upon its experience in the US market and vertically integrated business model, the company is focusing 
on strengthening its presence in European and Middle East markets. In the past five years, the company 
has spent around Rs. 1,300 crore-1,500 crore to expand its bed sheet capacity to 61 MMPA and setting up 
new terry towel capacity of 25,000 TPA. The company posted strong performance in FY2022 due to higher 
demand and improved market share in key markets. However, FY2023 is expected to be dull as inventory 
correction with global retailers and slowing demand will put a toll on the operating performance.
 
Key Risks

 � Any decline in export revenue due to lower demand from international clients or a significant increase in 
raw-material prices would act as a key risk to our earnings estimates.

 � Any volatility in key raw-material prices such as cotton prices can affect the company’s profitability.

Additional Data

Key management personnel

D.K. Himatsingka Chairman

Shrikant Himatsingka CEO & MD

K.P. Rangaraj President Finance and Group CFO

Sridhar Muthukrishnan Company Secretary & Compliance Officer
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 DSP Investment Managers Pvt. Ltd. 4.27

2 Franklin Resources 2.53

3 Himatsingka Aditya 1.76

4 Bhanderi Chotalal Ramjibhai 1.48

5 Himatsingka Ranjana 1.39

6 ICICI Prudential AMC 1.27

7 Himatsingka Anuradha 1.10

8 LIC Mutual Fund AMC 0.61

9 Dimensional Fund Advisors 0.48

10 HSBC AMC India 0.34
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.



V
ie

w
p

o
in

t

Understanding the Sharekhan 3R Matrix

Right Sector

Positive Strong industry fundamentals (favorable demand-supply scenario, consistent 

industry growth), increasing investments, higher entry barrier, and favorable 

government policies  

Neutral Stagnancy in the industry growth due to macro factors and lower incremental 

investments by Government/private companies

Negative Unable to recover from low in the stable economic environment, adverse 

government policies affecting the business fundamentals and global challenges 

(currency headwinds and unfavorable policies implemented by global industrial 

institutions) and any significant increase in commodity prices affecting profitability.

Right Quality

Positive Sector leader, Strong management bandwidth, Strong financial track-record, 

Healthy Balance sheet/cash flows, differentiated product/service portfolio and 

Good corporate governance.

Neutral Macro slowdown affecting near term growth profile, Untoward events such as 

natural calamities resulting in near term uncertainty, Company specific events 

such as factory shutdown, lack of positive triggers/events in near term, raw 

material price movement turning unfavourable

Negative Weakening growth trend led by led by external/internal factors, reshuffling of 

key management personal, questionable corporate governance, high commodity 

prices/weak realisation environment resulting in margin pressure and detoriating 

balance sheet

Right Valuation

Positive Strong earnings growth expectation and improving return ratios but valuations 

are trading at discount to industry leaders/historical average multiples, Expansion 

in valuation multiple due to expected outperformance amongst its peers and 

Industry up-cycle with conducive business environment.

Neutral Trading at par to historical valuations and having limited scope of expansion in 

valuation multiples.

Negative Trading at premium valuations but earnings outlook are weak; Emergence of 

roadblocks such as corporate governance issue, adverse government policies 

and bleak global macro environment etc warranting for lower than historical 

valuation multiple.
Source: Sharekhan Research 
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