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Sheela Foam Ltd reported a robust Q1FY26 performance, surpassing EBITDA
and margin estimates despite a PAT decline, driven by strong volume-led
growth, Kurlon integration, and digital traction. Revenue grew 7.5% YoY to
INR 8,214.1 Mn but missed estimates of INR 8,664.4 Mn, with a —3.3% QoQ
decline. EBITDA rose 26.1% YoY and 129.0% QoQ to INR 754.5 Mn, beating
estimates by +2.4%, while the EBITDA margin expanded to 9.19% (+179bps
YoY, +531bps QoQ), surpassing the 8.5% estimate. PAT fell —-84.6% YoY and
-67.8% QoQ to INR 70 Mn, impacted by INR 120 Mn MTM losses and INR
100 Mn forex hedging losses, though normalized PAT was INR 300 Mn. Key
drivers included 10% YoY mattress volume growth (Sleepwell +22%, Kurlon
+6%), a 66% YoY e-commerce surge, 59% YoY growth in the affordable
‘Tarang & Aaram’ segment, and retail expansion with ~400 new
showrooms, reaching 6,000 EBOs and 16,000 MBOs.

India Business: Revenue stood at INR 644 Cr, reflecting a +5.2% YoY growth
from INR 612 Crin Q1FY25.

Consolidated: Consolidated revenue reached INR 821 Cr, up +1.4% YoY from
INR 810 Cr in Q1FY25. The modest topline growth was impacted by lower raw
material prices (TDI price drop, Polyol: INR 117/kg to INR 110/kg), which led
to pass-through pricing, partially offsetting volume gains. On a like-for-like
raw material price basis, topline growth would have been approximately 8—
9%.

Furlenco Turns Profitable, Sets Ambitious Growth Targets: Furlenco turned
profitable with a PAT of INR 4 Cr in Q1FY26, exceeding its FY25 full-year
performance, driven by a 60% YoY rise in subscribers and expanding presence
across 29 cities. With plans to raise INR 100125 Cr in equity, the company is
targeting rapid growth, aiming to achieve INR 370 Cr in FY26 and INR 500-
550 Cr in revenue by FY27.

Outlook and Valuation: We maintain our BUY rating on the company, with a
target price of INR 1,349 based on FY27E EV/EBITDA multiple of 30. The
company expects steady profitability improvement in FY26, supported by
festive season demand, ongoing cost optimization, and full benefits from
Kurlon integration. Key focus areas include margin stability, debt reduction,
and effective execution of synergy gains. Over the medium term, the
company is targeting a 15% revenue CAGR and EBITDA margins of 13-14%.

FY24 FY25 FY26E FY27E FY28E

Particulars (INR Mn)

Revenue from Operations
oY
ross Profit Margin
EBITDA Margin
Adj. Net Profit
oY
Adj EPS (INR)

29,823 34,392 38,209 43,315 49,658
3.8% 15.3% 11.1% 13.4%
41.3% 41.7% 42.9% 43.9%
10.1% 7.3% 10.0% 12.2%
1,612 661 1,566 2,948
-20% -59% 137% 88%
17.7 88 144 271
-13%  -50% 63% 88%
38.16 76.24 46.77 24.85
234 237 225 207
050 047 035 0.33

14,491 14,211 13,480 11,293
6.2% 3.1% 4.8% 8.3%
30% 12% 3.1% 5.0%

Source: Company Filings & Arihant Capital Research
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India Business: Core EBITDA was INR 75 Cr, up +47.1% YoY from INR 51 Cr in
Q1FY25. EBITDA margins improved significantly to 11.7% from 8.4% in
Q1FY25, a +330bps expansion, driven by cost optimization and Kurlon
integration synergies.

Consolidated: Core EBITDA stood at INR 85 Cr, a +41.7% YoY increase from
INR 60 Cr in Q1FY25. Consolidated EBITDA margins rose to 10.4% from 7.4%
in Q1FY25, reflecting operational efficiencies. Note that EBITDA was impacted
by an INR 10 Cr forex loss on hedges.

Consolidated net profit was INR 7 Cr, impacted by a high base in Q1FY25 due
to INR 31 Cr in claims received last year. Profitability was further affected by
lower other income (INR 9 Cr vs. INR 30 Cr YoY), primarily due to reduced
returns from gilt fund investments caused by market fluctuations.

Strong Volume Growth in Mattress Segment Aided by Value Brands: The
mattress segment posted a healthy 10% YoY volume growth in Q1FY26, led
by strong performance from Sleepwell (+22%) and Kurlon (+6%), though
revenue growth was impacted by lower realizations due to raw material price
pass-through and a higher mix of value brands. Tarang and Aram, targeting
the sub-INR 10,000 segment, continued to scale rapidly with \~60% YoY
volume growth, contributing INR 17-18 Cr in Q1 and expected to surpass INR
100 Cr in FY26, significantly enhancing reach in rural and Tier 3 markets
through 7,000+ dealers across 4,500+ towns.

Distribution Network Expansion Strengthens Market Reach: In Q1FY26, the
company added 392 new showrooms—mainly Kurlon outlets in North and
West India—with 234 becoming operational, expanding its footprint to
~6,000 exclusive brand outlets and 20,000+ touchpoints. With plans to add
over 1,000 new touchpoints in FY26 and ongoing dealer and distributor
engagement initiatives, the company is reinforcing its distribution strength
and deepening market penetration.

International Business Scales Up with Focus on Middle East: The
international business continued its growth trajectory, with strong brand
traction in Dubai driving expansion via online and franchise channels—now
operating 6 exclusive and 7 multi-brand outlets. The company remains
focused on cost-efficient expansion across other Middle Eastern markets.

B2B Business Grows Steadily, Expands in Aviation Segment: The B2B
segment recorded high single-digit volume growth across foam furniture,
cushioning, and technical applications, though value growth remained muted
due to soft raw material prices. The company further solidified its leadership
in technical foam, becoming the sole domestic supplier for aviation and
actively pursuing Tier 2 supplier certification for Boeing.

Kurlon Integration Drives Significant Cost Efficiencies: The 18-month
integration of Kurlon delivered INR 190 Cr in cost savings through network
optimization, facility consolidation, bulk procurement, and logistics
improvements. A streamlined team structure further reduced overheads, and
the company expects to unlock an additional INR 60 Cr in savings by FY26-
end.

The monetization of three manufacturing facilities (Dabaspet, Rajpura,
Roorkee) is planned to streamline operations.

Key Challenges: Topline growth remained subdued due to lower raw material
prices and corresponding pass-through pricing. Mattress realizations were
impacted by a higher mix of value-focused Tarang and Aram brands and
increased e-commerce contribution. Profitability was also affected by an INR
10 Cr forex loss and volatility in other income from gilt fund performance.
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Income statement (INR Mn)*
Revenue from Operations 34,392 43,315
Yoy 15% 13%
OGS 20,056 24,319
Yoy 15% 12%
Personnel/ Employee benefit expenses 4,321 4,954
Yoy 26% 8%
Manufacturing & Other Expenses 7,515 8,778
28% 10%
2,499 5,265
-17% 38%
BITDA Margin (%) 7.27% 12.15%
Depreciation 1,826 2,030
% of Gross Block 8 8
IT 673 3,235
BIT Margin (%) 7%
Interest Expenses 1,065
Non-operating/ Other income 1,733
Extraordinary expense -
Share of associates 21
PBT 3,923
ax-Total 976
PAT 2,948
Adj. Net Profit 2,948
PAT Margin 6.81%
Adj EPS (INR) 27
Balance sheet (INR Mn)
Sources of Funds
Equity Share Capital
Reserves & Surplus/ Other Equity
Networth
Borrowings
Other non-current liabilities
otal Funds Employed
Application of Funds

Less: accumulated depreciation
Net Fixed Assets

Net Working Capital
otal Liabilities and Capital

otal Assets

Cash Flow Statement (INR Mn)

Profit Before Tax 2,332 777 2,089 3,902 6,46
Depreciation & Ammortization 1,158 1,826 1,910 2,030 2,030
Interest Expense 686 1,205 1,108 1,065 1,386
Interest Income 1,171 1,309 1,297 1,733 1,986
Tax 614 128 539 976 1,616
Extraordinary and Other items -333 -294 16 21 29
IOCF before WC changes 2,058 2,078 3,288 4,310 6,17
IWC changes -8,312 5,465 15 50 49
IOCF 10,371 -3,387 3,273 4,260 6,13
ICapex 9,674 1,753 1,216 1,212 1,11
FCF 696 -5,140 2,057 3,048 5,019
IChange in other Assets 23,129 -4,581 1,499 1,500 1,500
IChange in Equity 11,881 182 -15 -28 -4
IChange in Debt & other financing activities 10,568 350 -3,058 979 73
Net change in cash 17 -27 -2,515 2,498 4,204
Opening Cash Balance 423 440 413 -2,103 39
Ending Cash balance 440 413 -2,103 395 8,440

Source: Annual Report, Arihant Capital Research

Arihant Capital Markets Ltd 3




Ltd

FY24 FY25 FY26E FY27E

Net Debt / EBITDA
Debt/ Asset

FY25 FY26E FY27E
urrent Ratio . 1.9 1.5 1.8
Quick Ratio . 1.4 1.1 1.3
Important Metrics FY24 FY25 FY26E FY27E
Net Debt (includes lease liabilities and excludes investments) 14,491 14,211 13,480 11,293
696 (5,140) 2,057 3,048
EV 87,755 87,475 86,743 84,557
FY27E
Sales/Assets (X)
Assets/Equity (X) . . . 1.61
Net Profit Margin . 6.81%
8.32%
Per share ratios (INR)
Reported EPS 17.7
Adjusted EPS 17.7
0.0
288.6
4.3
288.7 316.4
FY24
Net Profit Margin 6.17% 2.81% 4.10% 6.81% 9.21%
ross Profit Margin 41.32% 41.68% 42.92% 43.86% 44.82%
EBITDA Margin 10.08% 7.27% 9.97% 12.15% 14.35%
6.19% 1.96% 4.97% 7.47% 10.26%
6.17% 2.81% 4.10% 6.81% 9.21%
6.17% 3.12% 4.82% 8.32% 11.86%
2.97% 1.20% 3.12% 5.00% 7.50%
2.57% 1.04% 2.54% 4.28% 7.34%
3.44% 1.77% 2.94% 5.16% 7.28%

FY26E

EV / EBITDA 29.2 35.0 22.8 16.1 10.0
EV / EBIT 47.5 130.0 45.6 26.1 13.
EV / Net Sales 2.9 2.5 2.3 2.0 1.
EPS (INR) 17.7 8.8 14.4 27.1 44.9
Adj EPS (INR) 17.7 8.8 14.3 26.9 44.6

MP 674.0 674.0 674.0 674.0 674.0
P/E 38.2 76.2 46.8 24.9 14.
P/B 2.3 2.4 2.3 2.1 1.

Source: Annual Report, Arihant Capital Research
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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 analysts is 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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