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Sheela Foam Ltd reported a strong Q4FY26 performance, delivering a beat
across revenue, margins, and profitability. Consolidated revenue grew 15.5%
YoY to INR 10,500 Mn (vs estimate of INR 9,813 Mn), while gross margin
expanded 220 bps YoY to 38.25%. EBITDA surged 336.3% YoY to INR 1,166 Mn,
with EBITDA margin improving sharply by 796 bps YoY to 7.74%, ahead of
estimates. PAT rose 589% YoY to INR 917.7 Mn, supported by strong operating
leverage and improved product mix. Operationally, the mattress segment
delivered 13% volume growth in Q4 (12% for FY26), while foam volumes
remained robust with 34% YoY growth in Q4 (18% for FY26), reflecting healthy
demand across key categories.

Successful Synergy Realization and Kurlon Integration: The company has
successfully transitioned from the integration phase of the Kurlon acquisition to a
period of active implementation, where benefits are now visibly contributing to
group performance. The company has realized approximately INR 1,900-INR
2,000 Mn in synergies to date, with an additional INR 400 Mn expected following
the installation of new specialized machinery. This integration has bolstered both
the Sleepwell and Kurlon brands, driving broad-based growth across revenue and
profitability.

Robust Volume Growth and Market Share Capture: The company demonstrated
significant volume momentum in FY26, with mattress volumes increasing by 12%
for the full year and Indian operations recording a 15% volume growth. The
company is strategically targeting the transition from the unorganized to the
organized sector through its U20 initiative, which delivered a massive 111% value
growth and 65% volume growth by reaching over 5,000 towns. This aggressive
penetration into traditional markets is a key driver for long-term leadership

Outlook and Valuation: We maintain our BUY rating on the company, with a
target price of INR 1,696 based on FY29E EV/EBITDA multiple of 20. The
company is positioned for a sustained multi-year growth trajectory as the
Kurlon acquisition transitions from an integration phase to a significant driver
of group operating performance. The company is targeting a revenue growth
rate of 15%+ for the upcoming fiscal year, supported by a 111% value growth in
the high-potential Unorganized to Organized segment and a 136% surge in
brand.com e-commerce sales. With consolidated core EBITDA margins

expanding to 11.5% in Q4 FY26, the company expects to maintain or exceed the
11-12% margin bracket through strong operating leverage and the effective
pass-through of raw material volatility to consumers. This outlook is further
reinforced by the turnaround of international operations in Australia and Spain,
the profitability of Furlenco (targeted at INR 5,000 Mn revenue next year), and
a disciplined de-leveraging strategy aimed at liquidating all Indian debt within
1.5 years.

Particulars (INR Mn) FY27E  FY28E
Revenue from Operations 34,392 38,208 43,393 50,337 58,751
oY 153% 11.1% 13.6% 16.0% 16.7%
ross Profit Margin 41.7% 43.7% 45.0% 45.5% 46.1%
EBITDA Margin 7.1% 103% 12.9% 14.1% 15.3%
Adj. Net Profit 595 1,529 2,955 4,369 6,080
oY -63%  157% 93% 48% 39%
Adj EPS (INR) 8.2 14.8 27.2 40.2 55.9
oY -51% 80% 84% 48% 39%
P/E 73.61 40.88 2225 15.05 10.82
P/B 2.12 2.02 1.87 1.68 1.47
Debt / Equity 0.47 0.28 0.24 0.21 0.17
Net Debt (includes lease liabilities and excludes investments) 14,211 8,749 5,596 1,642 4,026
ROE 2.9% 4.9% 84% 11.1% 13.6%
ROCE 1.1% 3.8% 6.3% 8.2% 10.1%

Source: Company Filings & Arihant Capital Research
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INR Mn (Consolidated) Q4FY26 Q3FY26 Q4FY25

Net Revenue 10500.60 10744.3 8496.10| -2.27% 15.50%|
Raw Material Costs 5842.40 6634.4 5156.40 -11.94% 13.30%
Gross Profit 4658.20 4109.90 3339.70 13.34% 39.48%|
Gross Margin 44.36% 38.25% 39.31% 611bps 505bps|
Employee costs 1477.80 1194.8 1096.20] 23.69% 34.81%
Other Expenses 2014.20 1771.2 1976.20] 13.72% 1.92%
EBITDA 1166.20 1143.90 267.30 1.95% 336.29%
EBITDA margin 11.11% 10.65% 3.15% 46bps 796bps
Other Non Operating Income 183.40 156.6 605.60 17.11% -69.72%|
Depreciation 356.00 473.4 498.80 -24.80% -28.63%|
EBIT 993.60 827.10 374.10 20.13% 165.60%|
Finance costs 208.80 170.3 352.80 22.61% -40.82%|
PBT 784.80 656.80 21.30 19.49% 3584.51%
Exceptional Items -157.70 - 0.30

Tax Expense 168.00 161.1 -104.10 4.28% -261.38%
Effective tax rate 21.41% 24.53% -488.73%| -312bps 51014bps|
PAT 774.50 495.70 125.40 56.24% 517.62%
Share of Associates 143 30 8 377.33% 1759.74%|
Profit for the Period 917.70 525.70 133.10 74.57% 589.48%
PAT margin 8.59% 4.82% 1.46% 377bps 713bps
EPS (INR) 8.36 4.77 1.20] 75.26% 596.67%

Digital Transformation and E-commerce Velocity: A focused digital strategy has resulted in explosive growth within the
e-commerce segment. Sales via brand.com grew by 136% YoY, while sales on third-party platforms increased by 39%. By
leveraging its own websites and a sharper online portfolio, the company is strengthening direct consumer engagement
and scaling its digital footprint as a core growth pillar.

Turnaround and Profitability in International Operations: Both the Australian and Spanish business units delivered
stellar performance in FY26. In Australia, EBITDA margins improved by 400 bps to 10% through strategic yield
improvement programs and price renegotiations. Similarly, the Spanish operations saw margins rise to 10.4%, up from
8.4% the previous year. The company intends to maintain these international margins in the 10-12% range, emphasizing
stability and cost control.

Supply Chain Resilience Amid Volatility: Despite geopolitical tensions in the Middle East and extreme volatility in key
raw materials like TDI and Polyol, the company has maintained serviceability without material disruption. The company
successfully utilized its long-standing supplier relationships and diversified its sourcing network including new partners in
Japan and Korea to hedge risks and navigate stockout situations while passing through cost increases across various
segments.

Strategic Asset Optimization: Furlenco and Stago: The integration of Furlenco is yielding high returns, with the business
reporting a 60% revenue growth and a significantly improved PAT of INR 600 Mn. The company is also leveraging Stago
as a strategic digital asset for automation and artificial intelligence to enhance group-wide enterprise efficiency. The
potential IPO of Furlenco within the next year represents a future value-unlocking milestone for shareholders.

Strong De-leveraging and Improved Shareholder Returns: The company has demonstrated disciplined balance sheet
management by reducing debt by INR 1,560 Mn in FY26. The company anticipates that the remaining Indian debt of
approximately INR 3,000 Mn could be liquidated within 1 to 1.5 years through internal cash flows. This strengthened
cash generation profile allowed the board to recommend a 20% dividend, the first in the company’s history since listing.

Expansion into High-Growth Adjacent Categories: To become a full home comfort player, the company is aggressively
expanding into adjacent categories such as pillows, treating it as a standalone category rather than just a promotional
add-on. Additionally, the expansion of integrated stores (combining Furlenco and Sheela Foam offerings) is expected to
grow from 40 to over 100 stores in the current year, deepening consumer engagement across the comfort portfolio.
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Income statement (INR Mn)
Revenue from Operations
YoY
OGS
YoY
Personnel/ Employee benefit expenses
YoY
Manufacturing & Other Expenses
YoY
EBITDA
YoY
BITDA Margin (%)
Depreciation
% of Gross Block
EBIT
BIT Margin (%)
Interest Expenses
Non-operating/ Other income
Extraordinary expense
Share of associates
PBT
ax-Total
PAT
Adj. Net Profit
PAT Margin
Adj EPS (INR)

34,392
15%
20,056
15%
4321
26%
7,565
29%
2,450
-18%
7.12%
1,826

624
2%
1,206
1,309
-306
12
1,045
144
901
595
2.62%

38,208
11%
21,493
7%
4,951
15%
7,831
4%
3,934
61%

10.30%

1,786
7
2,148
6%
952
543
79
214
2,032
424
1,609
1,529
4.21%
12

43,393
14%
23,864
11%
5,389
9%
8,556
9%
5,584
42%

12.87%

1,806
7

3,778

9%
856
619
300

3,841
885
2,955
2,955
6.81%
24

50,337
16%
27,429
15%
6,251
16%
9,571
12%
7,087
27%
14.08%
1,819
7
5,267
10%
681
718
390
5,695
1,326
4,369
4,369
8.68%
37

Balance sheet (INR Mn)

Sources of Funds
Equity Share Capital 544 546 546 546 544
Reserves & Surplus/ Other Equity 30,412 32,057 34,712 38,691 44,264
Networth 30,956 32,603 35,258 39,237 44,810
Borrowings 14,624 9,080 8,580 8,080 7,580
Other non current liabilites 1,359 1,145 1,145 1,145 1,145
otal Funds Employed 46,938 42,828 44,983 48,462 53,535
Application of Funds
ross block 22,616 23,929 24,202 24,376 24,450
Less: accumulated depreciation 8,894 10,680 12,486 14,305 16,130
Net Fixed Assets 13,722 13,249 11,716 10,071 8,320
apital WIP 1,312 274 174 74 -26§
Investments 5,037 5,554 6,654 7,754 8,854
oodwill 17,244 17,716 17,716 17,716 17,714
Other non current assets 2,888 2,489 2,989 3,489 3,989
urrent assets 14,373 11,295 14,644 19,110 25,448
Inventory 3,499 3,926 4,261 4,785 5,396
Days 64 67 65 64 62
Debtors 3,457 4,415 4,777 5,265 5,823
Days 37 42 40 38 34
Other Current Assets 6,942 2,590 2,590 2,590 2,590
Bank 62 33 33 33 33
ash 413 331 2,983 6,437 11,605
urrent Liabilities 7,733 8,340 8,909 9,751 10,765
reditors 3,610 4,565 5,134 5,976 6,990
Days 66 78 79 80 81
Other current liabilities 3,835 3,311 3,311 3,311 3,311
Provisions 289 464 464 464 464
Net Working Capital 6,639 2,955 5,735 9,359 14,683
otal Liabilities and Capital 46,938 42,828 44,983 48,462 53,535
otal Assets 54,575 50,576 53,892 58,213 64,300
Source: Annual Report, Arihant Capital Research
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Cash Flow Statement (INR Mn)
Profit Before Tax

Depreciation & Ammortization
Interest Expense

Interest Income

ax
Extraordinary and Other items
OCF before WC changes

hange in other Assets
hange in Equity

hange in Debt & other financing activities

Net change in cash
Opening Cash Balance
Ending Cash balance

727
1,826
1,206
1,309

144
294
2,011
5,465

-3,453
1,753

-5,206

-4,581

248
349

440
413

1,739
1,786
952
543
224
135
3,645
-3,603
7,248
1,807
5,440
-527
38
-6,087

413
331

3,541
1,806
856
619
885
300
4,999
127
4,872
-318
5,189
1,500
-300
-737
2,652
331
2,983

5,305
1,819
681
718
1,326
390
6,150
170
5,980
174
5,806
1,500
-390
-462
3,454
2,983
6,437

Key Ratios
Solvency Ratios (X)

Important Metrics

FCF
EV
DuPont Analysis
Sales/Assets (X)
Assets/Equity (X)
Net Profit Margin
RoE

Per share ratios (INR)
Reported EPS
Adjusted EPS

Net Debt (includes lease liabilities and excludes investments)

FY25
14,211
-5,206
79,975
FY25
0.63
1.77
2.62%
2.91%
FY25
8.2

FY26
8,749
5,440

74,512

FY26
0.75
1.57

4.21%
4.93%
FY26
14.8

FY27E
5,596
5,189
71,360
FY27E
0.81
1.53
6.81%
8.38%
FY27E
27.2

FY28E
1,642
5,806
67,406

FY28E
0.86
1.48

8.68%

11.13%

FY28E

40.2

61,738
FY29E
0.91
1.43
10.35%
13.57%

Profitability ratios FY25 FY26 FY27E FY28E
Net Profit Margin 2.62% 4.21% 6.81% 8.68% 10.35%
ross Profit Margin 41.68% 43.75% 45.01% 45.51% 46.08%
EBITDA Margin 7.12% 10.30% 12.87% 14.08% 15.35%
EBIT Margin 1.81% 5.62% 8.71% 10.46% 12.24%
PAT Margin 2.62% 4.21% 6.81% 8.68% 10.35%
ROE 2.91% 4.93% 8.38% 11.13% 13.57%
ROCE 1.07% 3.79% 6.30% 8.15% 10.08%
ROIC 0.92% 3.20% 5.57% 7.63% 10.24%
ROA 1.65% 3.14% 5.48% 7.50% 9.46%
Activity ratios FY25 FY26 FY27E FY28E FY29E
Inventory Days 64 67 65 64 62|
Debtor Days 37 42 40 38 36
reditor Days 66 78 79 80 81
Valuation ratios (X) FY25 FY26 FY27E FY28E FY29E|
EV / EBITDA 326 18.9 12.8 9.5 .8
EV /EBIT 128.2 34.7 18.9 12.8 8.6
EV / Net Sales 2.3 2.0 1.6 1.3 1.
EPS (INR) 8.2 14.8 27.2 40.2 55.9
Adj EPS (INR) 8.2 12.1 24.4 36.6 51.
MP 605.0 605.0 605.0 605.0 605.0
P/E 73.6 40.9 223 15.1 10.8
P/B 2.1 2.0 1.9 1.7 1.
4
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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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