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Welspun Living Ltd reported a significant decline in Q2FY26 financial
performance, with revenue falling by 16.4% YoY to INR 2,456 crore due to
ongoing tariff headwinds and subdued demand, especially in exports, leading
to a 93% plunge in net profit to approximately INR 13 crore from INR 201 crore
in the previous year. EBITDA margins contracted sharply to 6.8%, impacted by
volume pressures, adverse product mix, and partial absorption of tariff
impacts, despite a slight increase in realizations driven by currency hedging.
The company's operating expenses declined, and its balance sheet remained
relatively resilient with a reduction in net debt to INR 1,570 crore and an
improvement in free cash flow to INR 158 crore.

Strong Market Leadership and Customer Retention: Despite a challenging macro
environment with a 50% tariff on Indian exports to the US impacting volumes,
the company has successfully sustained and even strengthened its market share
in the US, the largest global market, demonstrating a structural competitive edge
in scale, quality, and reliability. Maintaining customer trust amid tariff headwinds
underscores the company’s resilient business model and moat.

Diversified Product and Geographic Portfolio: Welspun’s diversified portfolio
spans towels, sheets, bedding, rugs, carpets, flooring, and advanced textiles,
mitigating category-specific risks. Additionally, geographical diversification
beyond the US into the UK, Europe, GCC, ANZ, and Japan (constituting 40% of
revenue), along with an increasing footprint in domestic India (13% revenue
share), provides sustained growth avenues and reduces dependence on any
single market.

Strategic Capacity Expansion and Onshore Investments: The commissioning of
the Jacquard plant for terry towels and ramping up of the Ohio pillow facility
(50% capacity utilization), along with ongoing Nevada expansion projects, are set
to boost scale and revenues. The pillow business is expected to nearly double to
$30 million in FY26, reflecting operational agility and onshore manufacturing
focus, which aligns with evolving customer preferences and mitigates tariff
impacts.

Outlook: The company near-term outlook is marked by challenges from the
ongoing 50% US tariff on Indian exports, which continues to pressure volumes
and margins, but the company’s strong market leadership, diversified
geographic and product portfolio, and cost controls provide a buffer against
these headwinds; domestic market growth fueled by India’s favorable macro
environment and GST rationalization offers additional support, while onshore
capacity expansions and premium brand growth underpin medium-term
recovery in margins and earnings; We maintain Buy rating at a P/E multiple of
25x based on FY27E EPS of INR 9.8, leading to a TP of INR 245.

Particulars (INR Cr) FY23 FY24 FY25 FY26E FY27E
Revenue 8,094 9,679 10,545 11,231 12,376
Growth% -13.10%  19.60% 8.90% 6.50%  10.20%
Gross Margin 44.20% 47.20% 46.20% 46.70%  47.00%
EBITDA 7525 11,3689 11,2985 1,257.8 1,448.0
EBITDA Margin 9.30% 14.10% 12.30% 11.20% 11.70%
PAT 202.5 672.6 643.6 673.8 792.1
P/E 31.66 19.64 23.3 17.6 154
EPS 2 7 6.6 7.5 9.8
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INR Cr (Consolidated) Q2FY26 Q1FY26 Q2FY25

Net Revenue 2440.91 2260.57 2873.09 7.98% -15.04%
Raw Material Costs 1367.05 1183.13 1593.11 15.55% -14.19%
Gross Profit 1073.86 1077.44 1279.98| -0.33% -16.10%|
Gross Margin 43.99% 47.66% 44.55% -367bps -56bps|
Employee costs 298.95 290.00 292.52 3.09% 2.20%
Other Expenses 621.58 562.02 629.83 10.60% -1.31%
EBITDA 153.33 225.42 357.63| -31.98% -57.13%
EBITDA margin 6.28% 9.97% 12.45% -369bps -617bps|
Other Non-Operating Income 14.75 28.90 62.93 -48.96% -76.56%
Depreciation 100.91 87.88 85.55 14.83% 17.95%
EBIT 67.17 166.44 335.01 -59.64% -79.95%
Finance costs 43.35 42.45 54.86| 2.12% -20.98%|
Share of Associates - - 0.17] #DIV/0! -100.00%;
PBT 23.82 123.99 280.32 -80.79% -91.50%
Tax Expense 8.96 34.69 77.92, -74.17% -88.50%
Effective tax rate 37.62% 27.98% 27.80% 964bps 982bps|
PAT 14.86 89.30 202.40 -83.36% -92.66%
PAT margin 0.61% 3.90% 6.89%| -330bps -629bps|
EPS (INR) 0.13 0.92 2.10] -85.87% -93.81%

Cost Control and Margin Recovery Focus: Facing tariff-led volume
pressures and adverse mix impacting EBITDA margins (6.8% in Q2), the
company is sharply focused on cost discipline, overhead optimization,
plant efficiencies, automation, and digitalization. Though margins are
under short-term stress, there is a clear pathway for margin recovery
supported by cost controls and supply chain improvements.

Resilient Domestic Market Opportunity and GST Benefit: India’s
consumption growth is supported by strong macro fundamentals, digital
payments, and real estate activity. The recent GST rate rationalization
enhances affordability and benefits about 30% of Welspun’s portfolio,
expected to accelerate shifts toward branded and organized players. The
domestic flooring business has recorded double-digit growth,
highlighting strong potential in emerging segments.

Innovation and Premium Brand Momentum: Welspun’s luxury heritage
brand Christie has demonstrated robust growth (>40% YoY) with healthy
gross margins (~50%), supported by online and offline expansion in
strategic retail locations (Bloomingdale's, John Lewis). Innovation in
premium, hygiene, healthcare, and filtration textile categories further
supports long-term growth and strengthens brand equity.

Robust Financial Health and Operating Efficiency: The company
continues to maintain a strong balance sheet with net debt reduction
and improved free cash flow (INR 158 crore in Q2). The company’s
working capital cycle is among the best, with 88 days of cash conversion,
reflecting strong operational controls.
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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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