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  HSIL Ltd is the one of the largest Indian sanitaryware 

manufacturers. It is the leading bathroom products Company 

with its brand ‘hindware’ and second biggest player in Container 

Glass segment.   

 

 The company has registered decent results for the quarter ending 

September 2015. The revenues grew by mere 1.3% to Rs.429.39 

crores vs. Rs.423.83 cr. in the year ago quarter while it grew ~4% 

q-o-q. Operating profit too stood flat at Rs.75.62 crores as against 

Rs.74.80 crores in the preceding quarter while it climbed 18.19% 

on a q-o-q basis. Substitution of high cost fuel (furnace oil) by 

alternate fuel, pet coke to fire the glass furnaces has helped the 

company to lower raw material and fuel cost; thereby aiding 

ebidta margins. The adjusted net profit surged at Rs.24.33 crore as 

against Rs.19.07 crore; registering growth of about 27.58% on a y-

o-y basis while it surged by 40.23% as compared to like quarter 

last year mainly attributed to lower interest outgo. The 

company’s debt equity-ratio as on date (September 30, 2015) 

stood at 0.68 down from 1.50 (September 30, 2014).  

 
 The marginal growth in sales can be attributed to the slowdown 

in the real estate segment affecting revenues of building products 

division at Rs.247 cr; a rise of just 8.87% y-o-y. The bottle business 

is weak due to the sluggish demand from the liquor industry 

affecting packaging products business revenues by -7.50% at 

Rs.182 crores on a y-o-y basis.  
 
 
 
 
 

 Valuation 
 

With changing consumer preferences towards good quality and 

branded lifestyle products in line with higher disposable income, 

increasing penetration through wide distribution network, strong 

brand equity and expansion of product portfolio with right 

innovations bodes well for the growth of the company. We believe 

the company is trading at an attractive valuation at 19.39x and 16.59x 

of FY16EPS of Rs.15.62 and FY17EPS of Rs.18.26. We initiate a ‘BUY’ 

on the stock with a target price of Rs.400 (appreciation of about 32%) 

with the medium to long term investment horizon.  
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Business overview 

 

HSIL Ltd is the one of the largest Indian sanitaryware 

manufacturers. The company is engaged in the 

manufacture and distribution of sanitary ware and glass 

containers primarily in India. The company is the first 

company in the Building Materials Industry to be 

awarded the prestigious ISO 9001, 14001 and OHSAS 

18001 certificate. The company operates in two divisions, 

namely Building Products and Packaging products 

division. The Building Products provides a range of 

building products comprising sanitary ware, such as 

Water closets, wash basins, pedestals, squatting pans, 

urinals, and bidets; accessories, including PVC cisterns 

and fittings/seat covers; and faucets consisting of 

showers, kitchen faucets, and bathroom faucets. The Packaging products division provides various glass products to 

beverage, beer, food, pharmaceuticals, liquor, and chemical industries.  

 

The company operates through its 8 manufacturing facilities located in Haryana, Rajasthan, Telangana, Karnataka and 

Uttarakhand. The sanitaryware plants at Haryana and Telangana collectively has a capacity of 3.8 million pieces per 

annum. The faucet plant at Rajasthan has a capacity of 3 million pieces per annum. The glass bottle plants located in 

the state of Telangana has a capacity of 1600 tonnes per day. Pet bottle plants have a collective capacity of 9500 tonnes 

per year in the states of Karnataka and Uttarakhand. The company has pan India presence with distribution network 

around 3000 plus dealers, 19000 plus pan India retail spread with more than 125 Hindware Galleria and 500 Hindware 

shop-in-shops. The popular brands of the company include: Hindware, Queo, Amore, Raasi, Benelave, EVOK etc. 

 

HSIL Limited, vastly recognised by its brand Hindware, a leading name in the Indian market is a company driven by 

innovation. With a mission to revolutionize sanitaryware ware market in India, Mr. Rajendra K. Somany, in 

collaboration with Twyfords Ltd. of UK, established Hindustan Twyfords in 1960. Backed by innovative products, 

Hindustan Twyfords was the first company to introduce vitreous china ceramics in India. HSIL is one of the leading 

manufacturers of building products and packaging products (container glass and pet) with significant brand strength. 

HSIL has roped in King of Bollywood Shah Rukh Khan for its brand “Hindware’ and Bollywood actress Jacqueline 

Fernandez for Luxury brand “Queo” in a new 360 degree integrated media campaign as well as enhancing its presence 

on the social media. This initiative has helped strengthening its brand recognition.  

 

Adani group, Ansal group, GMR group, Jaypee group, Infosys, Shapoorjee Pallonjee, Shobha Developers, DLF, L&T, 

The Taj hotels, Vipul, Parsvnath Developers, Godrej Properties etc are some institutional prestigious clients of building 

products segment of HSIL. While Carlsberg, United breweries, United spirits, Pernord Recard, Abbott, GSK, Pfizer, 

Johnson & Johnson, HUL, ITC, Coca Cola, Pepsi etc are strong institutional clients of the packaging products segment 

of the company. 
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Strong capex plans  

 

The company is in the process of debottlenecking and 

capacity expansion at sanitaryware plants by 0.40 million 

pieces per annum by March 2017. It also plans to enhance 

proportion of value-added products using latest 

technology through developing new products and design. 

The Company has invested in a new faucet plant and has 

focused on enhancing sanitaryware capacities to 

capitalize on more opportunities. During the year March 

2015, it has commissioned India’s first highly automated 

with robotic technology Greenfield faucet plant with an 

annual capacity of 2.5 million pieces at Kaharani, 

Rajasthan. The company has announced Rs. 217 crores 

capex for its two new projects-one for the CPVC pipes 

and other one for the closures. The company has planned a Capital Expenditure of Rs.105 crore for setting up plant for 

manufacturing of CPVC and UPVC pipes & fitting and Rs.112 crores towards setting up the plant for security caps and 

closures. The caps and closure plant will have a capacity to produce 720 million pieces of caps per annum. The 

company plans to fund about 130/140 crores through debt and remaining through internal accruals. Major chunk of 

expansion will be in 2016-2017 while in the current year it will be mere 20% of the capex. The CPVC pipe project too is 

planned to put up in Telangana state (available land) in place of Gujarat. Thereby, putting both the projects at one 

place in the state of Telangana will result in synergies like lower logistics cost, lower power tariff, better margins, 

lower raw material cost etc. Both the projects are expected to be completed by March 2017. The company has 

aggressive plans to expand its retails network. Currently it has 4 Lacasa display centres and it is in the process of 

rolling out more such centres. Further, HSIL intends to increase its distribution network in Tier II and III cities through 

Gallerias, shop-in-shops etc.  
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Product portfolio expansion 

 

HSIL has added differentiated products in its line of business 

and strengthened its pan-India footprint.  It aims to gain more 

share in the organized sanitaryware market and further enhance 

efficiency of its glass business through process innovation and 

optimum raw material mix. It has entered into the plastic piping 

business in the field of plumbing and sanitation for building and 

construction industry through products like CPVC, UPVC, SWR 

pipes and fittings. It has planned a capital Expenditure of Rs.105 

crore for setting up plant for manufacturing of CPVC and UPVC 

pipes & fitting. Pipes business will be further extension to the 

building product portfolio of the company & would also utilize 

the existing sales & distribution network. The company has forayed into a water heater segment. Further to it, the 

company has entered a marketing agreement with Groupe Atlantic, US$ 1.5 billion leading player of French origin 

which has helped it to introduce new product category-domestic water heaters in the market. The products are sold 

under a joint brand name of ‘hindware atlantic’. The response from the market is extremely good for these Geyser 

models which are sold through 1000 outlets. Considering the response for the product they company may see double 

digit growth numbers in the product at around 15%. The company has created a separate vertical named as consumer 

product division about 2.5 years ago; under which it is selling the kitchen goods like chimney exhaust at homes and 

the cook tops. The company may launch more products under CPD division going forward. Further, under the glass 

business; the company is developing new bottles through design improvements and has delivered several varieties of 

light weight bottles through narrow neck press and blow technology.  The company has focused on the manufacture 

of light weight bottles using the advanced Narrow Neck Press and Blow (NNPB) technology. The company continues 

to develop new and value-added varieties of container glass and PET products for existing and new customers. The 

company plans further value addition to its existing product profile with new products- safety and temper evident 

caps and closures primarily catering to the liquor industry.  The company is also putting a capex of Rs.112 crores 

towards setting up the plant for security caps and closures which is expected to be completed by March 2017.   
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Economic expansion bodes well for HSIL 

 

Sanitaryware market; being a part of consumer staples has 

been growing at a CAGR of around 12-13% in 2010-2014. The 

industry size is estimated at around Rs.35 billion in 2015 with 

around 60% of markets comprise of organized players and 

remaining with unorganized players. The industry is 

expected to grow at CAGR of 12% till 2017 driven primarily 

by rising per capita income in line with strong GDP growth. 

Government’s initiative for ‘Housing for all’ by 2022 will give 

a boost to the residential and commercial establishments; 

thereby strengthening the sanitaryware demand. Further, 

Smart cities mission which emphasize on adding new mega 

cities accommodating a population of 10 million or more by 

2025 and Swachh Bharat Mission to eliminate open defecation are few key growth drivers for the sanitaryware market 

in India in times ahead. Further, with the government aim to achieve GDP growth of 7%-8%, demand for new houses 

due to sustained economic growth will be increased. The industry has been witnessing a transitional shift from low 

and basic sanitaryware products mix towards middle and high end premium products. Consumer perceptions for 

premium bathroom products and its aesthetics are a part to showcase their premium lifestyle and modern amenities. 

Increasing urbanization and rising middle class income, increasing consumer spending on affordability and higher 

aspiration levels bodes well for the industry as a whole. HSIL is well placed to ride on the growing needs of the 

industry. HSIL is on track to reap the benefits of India’s ‘sanitation’ and ‘made in India’ initiatives/campaigns 

announced by the Indian government.   
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      Consolidated Profit & Loss Account                              
                                                                                                                                                           Rs. Crore  

Particulars FY13 FY14 FY15 FY16E FY17E 

Net sales 1761.27  1858.21  1980.62  2085.60  2335.87 

Growth 
 

5.50% 6.59% 5.30% 12.00% 

Expenditure 1502.58  1604.90  1648.11 1733.34 1931.76 

EBITDA 258.70 253.31 332.52 352.26 404.11 

Growth 
 

-2.08% 31.27% 5.94% 14.72% 

EBITDA margin 14.69% 13.63% 16.79% 16.89% 17.30% 

Other income 3.83  3.81  3.57  4.17 5.14 

Depreciation & Amortisation 93.21  110.12  125.03  130.35 138.03 

EBIT 169.32  147.01  211.06  226.08  271.22  

EBIT margin 9.61% 7.91% 10.66% 10.84% 11.61% 

Interest 69.39  71.78  77.52  49.66 64.89 

PBT 99.93  75.23  133.54  176.42  206.33  

Tax 41.54  41.25  48.10  63.51 74.28 

PAT 58.39  33.98  85.44  112.91  132.05  

Share of Associates 0.00  0.00  0.00  0.00 0.00 

Minority Interest 0.00  0.00  0.00  0.00 0.00 

Adjusted PAT 58.39  33.98  85.44  112.91  132.05  

Growth 
 

41.80  151.45  32.14  16.95  

Net Profit margins 3.31  1.83  4.31  5.41  5.65  

Exceptional item 23.66  0.00  0.00  0.00 0.00 

Reported PAT 34.72 33.98 85.44 112.91 132.05 

Equity Capital 13.21 13.21 14.46 14.46 14.46 

Res. & Surplus 1013.08 1015.08 1308.63 1,392.62 1,492.13 

Equity Shares 6.60  6.60  7.23  7.23  7.23  

Adjusted EPS 8.84 5.14 11.82 15.62 18.26 
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            Balance Sheet  
                                                                                                                                                            Rs. Crore 

Particulars FY13 FY14 FY15 FY16E FY17E 

Equity Share Capital 13.21 13.21 14.46 14.46 14.46 

Reserves & Surplus 1013.08 1015.08 1308.63 1,392.62 1,492.13 

Shareholders’ funds 1026.29 1028.29 1323.09 1407.08 1506.59 

Borrowings 1034.09 1132.98 785.99 827.62 926.93 

Deferred tax liability 114.12 115.40  104.50  104.50  104.50  

Minority Interest 0.00 0.00 0.00 0.00 0.00 

Sources of funds 2174.50 2276.68 2213.58 2339.20 2538.02 

Gross block 1,943.00 2,070.40 2,263.33 2370.00 2654.40 

Accumulated Depreciation 438.43 551.04 675.20 805.55 943.58 

Net block 1504.58 1519.36 1588.12 1564.45 1710.82 

Capital WIP 62.19 119.47 33.54 36.73 42.47 

Investments 10.83 10.86 10.86 12.78 13.39 

Inventories 406.68 444.33 474.36 579.23 612.56 

Sundry debtors 389.33 419.16 413.78 494.19 508.29 

Cash and bank balance 81.97 60.29 25.12 49.30 65.17 

Other current assets 3.20 3.90 3.52 4.93 6.52 

Loans and advances 111.18 96.79 81.63 104.75 110.78 

Total current assets 992.36 1024.48 998.42 1232.40 1303.31 

Current liabilities  and provisions 395.46 397.48 417.37 507.16 531.96 

Net current assets 596.90 627.00 581.05 725.24 771.35 

Misc exp  0.00 0.00 0.00 0.00 0.00 

Uses of funds 2,174.50 2,276.68 2,213.58 2,339.20 2,538.02 
 

           Ratios 

Particulars FY13 FY14 FY15 FY16E FY17E 

Return on Networth 5.69 3.30 6.46 8.02 8.76 

Return on Capital employed  8.22 6.80 10.01 10.12 11.14 

Debt/Equity 1.01 1.10 0.59 0.59 0.62 

Asset turnover 0.69 0.69 0.75 0.73 0.76 

Current Ratio 2.51 2.58 2.39 2.43 2.45 

Book value per share 155.38 155.69 183.00 194.62 208.38 

Interest coverage 2.44  2.05  2.72  4.55  4.18  
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                                      Consolidated Quarterly Financial Highlights 

Rs. Crore 

Particulars  Q2FY16 Q2FY15 Q1FY16 YoY% QoQ% 

Revenues 429.39 423.83 412.85 1.31 4.01 

Expenditures 353.77 349.03 348.87 1.36 1.40 

Operating Profit 75.62 74.80 63.98 1.10 18.19 

Adjusted Net Profit 24.33 19.07 17.35 27.58 40.23 

OPM% 17.61 17.65 15.50 (0.23) 13.61 

NPM % 5.67 4.50 4.20 1.56 35.00 

Adjusted EPS* 3.37 2.63 2.40 28.14 40.42 
                                                                                               *Adjusted for current number of equity shares 

 

                                                              Past Price movement of the stock 
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GROUP COMPANIES 

HEM FINLEASE PRIVATE LIMITED 
MEMBER-NSE 

HEM MULTI COMMODITIES PRIVATE LIMITED 
MEMBER-NCDEX, MCX 

HEM FINANCIAL SERVICES LIMITED 
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Disclaimer & Disclosure: This document is prepared for our clients only, on the basis of publicly available information 
and other sources believed to be reliable. Whilst we are not soliciting any action based on this information, all care 
has been taken to ensure that the facts are accurate, fair and reasonable. This information is not intended as an offer 
or solicitation for the purchase or sell of any financial instrument and at any point should not be considered as an 
investment advise. Reader is requested to rely on his own decision and may take independent professional advise 
before investing. Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. Limited, 
Directors and any of its employees shall not be responsible for the content. The person accessing this information 
specifically agrees to exempt Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. 
Limited or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and 
further agrees to hold Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. Limited or 
any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by 
the person accessing this information due to any errors and delays. The companies and its affiliates, officers, directors, 
and employees, including persons involved in the preparation or issuance of this material may from time to time, have 
long or short positions in, and buy or sell the securities there of, company (ies) mentioned here in and the same have 
acted upon or used the information prior to, or immediately following the publication.  
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