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Sarva Foam Industries Ltd. is India's largest manufacturer and exporter of
rebonded foam, holding a dominant ~40% market share. Established in 2018,
The Company has achieved rapid scale through operational excellence, cost
optimization, and securing a blue-chip customer base including Sheela Foam,
Kurl-On, Duroflex, and Wakefit. Sarva operates an integrated model with six
manufacturing units across India (4 owned, 2 licensed) and is executing an
ambitious international expansion strategy with trading operations in the UK
and a recent strategic acquisition in Australia through its subsidiary, Sarva
Australia Pty Ltd. The Company is assigned a BBB-/Stable credit rating by CRISIL
(August 2025), underscoring its established financial position.

The capital raised is earmarked for high-return projects, specifically
international expansion and working capital for exports, which are projected to
more than double revenue in FY26 and again in FY27.

Growth Drivers

Strategic Australian Acquisition and Hybrid Business Model: The acquisition of

assets from Australia's second-largest rebonded foam manufacturer is a

transformative and capital-efficient market entry strategy. Sarva is acquiring an

established plant, machinery, inventory, and, most critically, an existing

customer base in a market valued at USD 111 Mn (2025).

The Company's hybrid model combining low-cost manufacturing and exports

from India with local production in Australia is a key competitive advantage.

This strategy ensures

* Competitive Pricing: Leveraging India's low-cost production to offer
aggressive pricing.

* Supply Chain Resilience & Speed: Local production ensures quick
turnaround times, a critical factor for customer retention and satisfaction.

* Immediate Revenue Synergies: The acquired sales network and brand
provide an instant revenue stream, de-risking the growth trajectory.
Projections indicate this venture will contribute AUD 2.3 Mn in FY26 and
AUD 5.0 Mn in FY27, positioning Sarva as a formidable contender for market

leadership.

Total Turnover till 31st August 2025 (INR in Crs)
India Domestic 44,71
India Exports 12.18
UK Domestic 3.50
Total 60.39

Revenue 1312.96 2218.401 4509.388
EBITDA 211.886 395.906 826.203
EBITDA Margin (%) 15.97% 17.75% 18.27%
PAT 128.636 210.008 472.233
|PAT Margin (%) 9.69% 9.41% 10.44%
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Capital Expenditure and Capacity-Led Growth : The Company's growth is
underpinned by a clear strategy of capacity expansion and operational
diversification. The deployment of raised capital into owned manufacturing assets
(evidenced by 4 owned plants) provides greater control over margins, quality, and
supply chain. The expansion into the UK and Australia is not merely geographic but
also operational, adding trading and local manufacturing capabilities to its core
competency. This capital expenditure is directly linked to the projected 105% and
107% revenue growth in FY26 and FY27, respectively , ensuring that top-line
expansion is supported by tangible production capacity and not merely market
speculation.

Powerful Growth Drivers: Domestic Leadership and Export Momentum

Sarva operates in a favorable industry context with multiple, concurrent growth

vectors

* Robust Industry Tailwinds: The global rebonded foam market is growing at a
7.2% CAGR, with the Indian market expanding even faster at a 10.5% CAGR. This
provides a strong underlying demand foundation.

* Dominant Domestic Market Position: A ~40% market share in India provides a
stable, high-volume revenue base and significant pricing power.

* Strategic Export Mix Shift: The Company is strategically pivoting its sales mix
from 100% domestic in FY25 to a targeted 55% overseas by FY27/FY28. This
diversifies revenue streams, leverages higher-margin export opportunities
(particularly in the UK and Australia), and mitigates country-specific economic
risks. The projected export growth is a primary engine for the Company's
forecasted surge in profitability.

Rapidly Improving Financial Profile and Path to Profitability : The financial

trajectory demonstrates a successful transition from a nascent startup to a scalable,

profitable enterprise. Key metrics show a dramatic inflection

* Margin Expansion: EBITDA margins have expanded remarkably from 2% in FY22
to 16% in FY25 (Audited) and are projected to be sustained at 15-16% on a
consolidated basis. This demonstrates successful operational leverage and cost
management.

* Exponential Profit Growth: Consolidated PAT has grown from INR 0.55 Cr in
FY22 to INR 128.64 Cr in FY25. Projections show this accelerating to INR 514.86
Cr by FY27, representing a staggering CAGR.

e Creditworthiness: The BBB-/Stable rating from CRISIL enhances the Company's
credibility, lowers the cost of future debt, and validates its financial stability to
partners and investors.

Valuation & View: India's rebonded foam leader at an inflection point of
exponential global growth. The company's valuation narrative is supported by its
dominant ~40% market share, rapid margin expansion, and a high-growth
trajectory targeting a consolidated revenue of over INR 5,500 Cr. by FY27. We
maintain a positive outlook on Sarva Foam. The investment is compelling due to
the company's proven execution capabilities, its transformative and capital-light
acquisition strategy in Australia, and its exposure to high-growth export markets.
This presents a unique opportunity to gain pre-IPO exposure to an established
market leader on the cusp of exponential growth.
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014.
Arihant Capital Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under
SEBI, and is also a Point of Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML is
registered with SEBI with Research Analyst Registration Number INHO00002764, Stock Broker Registration Number
INZ000180939, and is a Trading Member with NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and
NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by
its Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a
financial interest in securities or derivatives of companies they cover, though they may hold stock in the companies
they analyze. The recommendations provided by ACML's research team are based on technical and derivative
analysis and may differ from fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the
companies covered in the research report at the time of publication. Furthermore, ACML, its analysts, and their
relatives have no ownership greater than 1% in the subject companies as of the month prior to publication. ACML
guarantees that the compensation for its research analystsis not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in
market-making activities for any of the subject companies. Additionally, the research report does not reflect any
conflict of interest and is not influenced by specific recommendations made. Neither ACML nor its analysts have
received compensation for investment banking or brokerage services from the subject companies in the last 12
months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of
ACML, which operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when
offering recommendations or opinions through public media. The report is intended for informational purposes only
and is not an offer or solicitation for the purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based
on publicly available data believed to be reliable but has not been independently verified, and no guarantees are
made about its accuracy. All opinions and information contained in the report are subject to change without notice.
ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer
to buy or sell securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may
have positions in the securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for
distribution where it would violate local laws. Investors are advised to consider their financial position, risk tolerance,
and investment objectives before engaging in transactions, particularly in high-risk financial products such as
derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared
using publicly available information and internally developed data, though ACML does not guarantee its
completeness or accuracy. Historical price data for securities can be accessed via official exchanges like NSE or BSE.
ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies
mentioned in this report. In compliance with SEBI regulations, ACML maintains comprehensive records of research
reports, recommendations, and the rationale for those recommendations, which are preserved for at least five years.
An annual compliance audit is conducted by a member of the ICAI or ICSI to ensure adherence to applicable
regulations. This report is issued in accordance with applicable SEBI regulations and does not guarantee future
performance or returns.
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