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welspun India Ltd.                                                                            

Company Information

BSE Code 514162

NSE Code WELSPUNIND

Bloomberg Code WLSI.IN

ISIN INE192B01031

Market Cap (Rs. Cr) 6,827

Outstanding shares(Cr) 100.4

52-WK HI/LO (RS.) 78.0/18.4

Avg. daily volume (1yr. on NSE) 1499453

Face Value(Rs.) 1.0

Book Value (Rs) 33.0

CMP: Rs 68 • Rating: BUY • Target: Rs 84

Shareholding Pattern as on 30th  September 2020

Company overview
Welspun India ltd. is one of the top 

three home textile manufacturers 

globally and the largest home textile 

company in Asia. It has modern 

manufacturing facilities at Anjar and 

Vapi in Gujarat where it produces 

an entire range of home textiles 

for bed & bath category. It has one 
of the largest installed capacity of 

terry towels (90,000 tonne) and bed 
sheets (90 million meters). Welspun 
India has ranked No1. among home 

textile suppliers in the US and also 

a leading home textile export player 

to Europe. In order to increase 

its presence in overseas market, 
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headroom to capitalize on any spurt 

in demand for home textiles.

Home textiles witness strong 
demand rebound from US

Home Textile exporters continue 

to be key beneficiaries of higher in-
home consumption due to increased 

work-from-home period and higher 

emphasis on health & hygiene driven 
by the pandemic. India’s home textile 

exports to US have been on increasing 

trend as reflected in November 2020 
statistic, where exports to US surged 

25% YoY at USD 281 million. Home 

textile exporters are emerging out of 

the downturn faster than other textile 

segments with increase in demand 

from people working from home and 

a sharper focus on health and hygiene 

amid the pandemic. Export order 

in home textile has been improving 

since the beginning of the 2QFY21 

owing to reopening of departmental 

stores and pent-up demand. The 

momentum is expected to stay strong 

in the 3QFY21 due to the festive 

season. Welspun India will be one 

of the biggest beneficiaries from of 
this incremental demand for home 

textiles from overseas markets. US is 

the top contributor to Welspun’s top 

line at 67%, followed by Europe 18% 

and India & RoW 15%, thus Welspun 
is well poised to capture the surge in 

demand.

Market share gain from China to 
benefit Indian textile players
The outbreak of COVID-19 has 

opened up a new opportunity of 

growth for India in different sectors. 
Global businesses are looking at a 

manufacturing alternative to China 

following the US trade war and the 

ill effects of Covid on supply chains 
making corporate realizing the 

foolhardiness of depending on one 

country for all their needs. There has 

been news that the US government 

is considering a ban on some or all 

products made with cotton from 

the Xinjiang region of China over 

alleged human rights violations. Many 

retailers in the US and Europe are 

likely to discourage sourcing of textile 

products made from the raw material 

(cotton / cotton yarn) produced in the 
region. Further, the Atma Nirbhar 

Bharat Abhiyan is turning point 
on its success. In order to make 

India as an export hub for textile, 

government included textile sector 

under Production Linked Incentive 

(PLI) scheme just like other sectors. 
Against the backdrop of the pandemic 

and the growing preference for India 

as a potential supplier, domestic 

textile players are seeing significant 
market share gains from China. 

From Jan-Sep 2020, market share 

(as a % of imports to the US) of 
China in Terry Towels & Bed sheets 
reduced by 350bp/510bp to 21% & 15%, 
respectively, while India’s market 

share in the same (Terry Towels & 
Bed sheets) increased by 360bp/90bp 
to 43% & 50% over the same period. 
Thus, all these developments present 

an opportunity for Indian exporters 

of textiles and clothing to cater to 

the requirements of global buyers 

and become a alternative suppliers. 

Welspun is well positioned to 

capitalize on this opportunity as it 

derives around 85% revenue from 

export markets. 

Strengthening balance sheet by 
lowering debt

Welspun India during H1FY21, 

has reduced its overall debt by Rs 

737 crore, thus bringing down the 

net debt/equity below 1x at 0.77x. 
Lowering debt help the company to 

reduce its interest cost expense and 

boosting the net profitability during 

company over the period has created 

strong distribution network in over 32 

countries including US, UK, Europe, 
Canada  and Australia. Welspun India 

is one of the prime beneficiaries 
from robust demand for home textile 

products particularly from US.

Investment Rationale

One of the leading home textile 
manufacturers in India

Welspun India is one of the leading 

home textile manufacturers in India 

with presence across segments like 

terry towels, bed sheets and rugs 

and carpets. The installed capacity 

of terry towel is currently at 90,000 

tonne and bed sheets at 90 million 

meters which company plans to 

increase capacity by 20% through 

debottlenecking. The incremental 

capacity is expected to complete 

within Q2/Q3 of FY22. Company has 
rugs capacity of 10 million meters, 

which can be double to 20 million 

meters by transferring of this to 

Telangana. Company’s manufacturing 

facilities are located in Vapi and Anjar 

in Gujarat, while it has warehouses in 

Ohio, USA and Manchester, UK. Over 
the period, Welspun India has created 

a large distribution network across 

the globe catering to several large 

retailers. Terry towels contribute 

highest revenue share of 57% followed 

by Bed sheets 30%, Rugs & Carpets 
7% and flooring 6%. Company’s B2C 
business has delivered strong growth 

with share improved from 17% in 

FY19 to currently 20% of revenue. The 

current average capacity utilization 

of terry towels is at around 85%, for 

bed sheets 77% and 70% for rugs 

and carpets, thereby leaving strong 

welspun India 
during H1FY21, has 
reduced its overall 
debt by Rs 737 crore, 
thus bringing down 
the net debt/equity 
below 1x at 0.77x. 
Lowering debt help 
the company to 
reduce its interest 
cost expense and 
boosting the net 
profitability during 
1HFY21.

welspun India is one 

of the leading home 

textile manufacturers 

in India with presence 

across segments like 

terry towels, bed 

sheets and rugs and 

carpets. 
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1HFY21. Over the years company 

has been able to control its balance 

sheet leverage and managed its capex 

funding in the mix of equity and 

debt. Consistent ability to generate 

positive operating cash flows over the 
period help the company to maintain 

stable balance sheet as well fund its 

expansions. On the back of its pricing 

power, company has maintained 

stable margins which ensured healthy 

RoE and RoCE. Company’s Q2FY21 

numbers came ahead of consensus 

estimates on the back of buoyant 

demand in its home textile business. 

The company attributed the buoyant 

growth in home textiles primarily 

to increased focus on hygiene and 

‘work-from-home’ factors in view 

of the pandemic. The demand for 

home textile products is expected 

to continue in next few quarters 

on the back of rising awareness of 

hygiene and work from home factors. 

Hence, the growth momentum seen 

in Q2FY21 is expected to continue in 

coming quarters also.   

Key Risks
 Cotton/yarn is a key input in home 

textiles thus any increase in cotton 

or cotton yarn prices will have an 

adverse impact on the margins of the 

company.

 Any currency volatility could have 

a material impact on the earnings of 

the company as majority of revenues 

derive from export markets.

Valuation
Welspun India is one of the leading 

players in Indian home textile 

sector having wide presence in US 

& Europe. US accounts nearly 70% 
of its revenue and has long standing 

relationships with major US retailers 

to whom company supplies. In last 

few months, home textile products 

like terry towels & bed sheets 
witnessed robust demand from 

US on the back of higher in-home 

consumption due to increased 

work-from-home period and higher 

emphasis on health & hygiene 
driven by the pandemic. Welspun 

India Q2FY21 numbers came better 

than expected due to the buoyant 

growth in home textiles business. 

The change in consumers’ underlying 

behavior and rise in awareness in 

hygiene & health has resulted in re-
allocation of spending, driving overall 

demand for home textile products. 

To create further capacity, Welspun 

India is planning to debottleneck 

existing capacity, which could be 

enhanced by 20%. Further, company 

is de-leveraging its balance sheet 

by lowering the debt which will in 

turn boost the net profitability of the 
company going ahead. Thus, we hold 

our positive view on the scrip and 

recommend our investors to BUY 
for target of Rs 84 from 12 months 

investment perspective. The scrip, 

currently valued at P/E multiple of 
10.5x of FY22E Bloomberg consensus 
EPS of Rs 6.5 which looks quite 

compelling at this level.

Over the years 
company has been 
able to control 
its balance sheet 
leverage and 
managed its capex 
funding in the mix 
of equity and debt. 
Consistent ability 
to generate positive 
operating cash flows 
over the period 
help the company 
to maintain stable 
balance sheet as well 
fund its expansions.
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welspun India 3 year Price Chart

Particulars (in Rs Cr) FY19 FY20 FY21e FY22e

Revenue 5,815.3 6,741.1 7,080.6 8,028.8 

Growth (%) 9% 15.9% 5.0% 13.4%

EBITDA 1,064.9 1,214.7 1,379.6 1,523.1 

EBITDA Margin (%) 18.3% 18.0% 19.5% 19.0%

Net profit 189.7 524.4 554.1 649.4 

Net Profit Margin (%) 3.3% 7.8% 7.8% 8.1%

EPS (Rs) 1.9 5.2 5.5 6.5

Source: Bloomberg consensus
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Ashika Stock Broking Ltd.

Ashika Stock Broking Limited (“ASBL”) 
started its journey in the year 1994 and 

is presently offering a wide bouquet of 
services to its valued clients including 

broking services, depository services 

and distributorship of financial prod-

ucts (Mutual funds, IPO & Bonds). It 
became a “Research Entity” under 

SEBI (Research Analyst) Regulations 
2014 in the year of 2015 (Reg No. 
INH000000206).

ASBL is a wholly owned subsidiary of 

Ashika Global Securities (P) Ltd., a RBI 
registered non-deposit taking NBFC 
Company. ASHIKA GROUP (details 
enumerated on our website www.

ashikagroup.com) is an integrated 

financial service provider inter alia 
engaged in the business of Investment 

Banking, Corporate Lending, Com-

modity Broking, Debt Syndication & 
Other Advisory Services.

There were no significant and mate-

rial disciplinary actions against ASBL 
taken by any regulatory authority 

during last three years except routine 

matters.

DISCLOSURe

Research reports are being prepared 

and distributed by ASBL in the sole 
capacity of being a Research Analyst 

under SEBI (Research Analyst) Regu-

lations 2014. The following disclosures 

and disclaimer are an essential part 

of any Research Report so being 

distributed.

1) ASBL or its associates, its Research 

Analysts (including their relatives) 
may have financial interest in the 
subject company(ies). And, the said 
financial interest is not limited to 
having an open stock market position 

in /acting as advisor to /having a loan 
transaction with the subject com-

pany(ies) apart from registration as 
clients.

2) ASBL or its Research Analysts 

(including their relatives) do not have 
any actual / beneficial ownership of 
1% or more of securities of the subject 

company(ies) at the end of the month 
immediately preceding the date of 

publication of the source research 

report or date of the concerned 

public appearance. However, ASBL’s 
associates may have actual / beneficial 
ownership of 1% or more of securities 

of the subject company(ies).

3) ASBL or its Research Analysts 

(including their relatives) do not 
have any other material conflict of 
interest at the time of publication of 

the source research report or date 

of the concerned public appearance. 

However, ASBL’s associates might 
have an actual / potential conflict of 
interest (other than ownership).

4) ASBL or its associates may have 

received compensation for investment 

banking, merchant banking, broker-

age services and for other products 

and services from the subject compa-

nies during the preceding 12 months. 

However, ASBL or its associates or its 

Research analysts (forming part of 
Research Desk) have not received any 

compensation or other benefits from 
the subject companies or third parties 

in connection with the research 

report/ research recommendation. 
Moreover, Research Analysts have not 

received any compensation from the 

companies mentioned in the research 

report/ recommendation in the past 
twelve months.

5) The subject companies in the 

research report/ recommendation 
may be a client of or may have been 

a client of ASBL during the twelve 
months preceding the date of con-

cerned public appearance for invest-

ment banking/ merchant banking / 
brokerage services.

6) ASBL or their Research Analysts 

have not managed or co–managed 

public offering of securities for the 
subject company(ies) in the past 
twelve months. However, ASBL’s 
associates may have managed or co–

managed public offering of securities 
for the subject company(ies) in the 
past twelve months.

7) Research Analysts have not served 

as an officer, director or employee 
of the companies mentioned in the 

report/ recommendation.

8) Neither ASBL nor its Research 
Analysts have been engaged in 

market making activity for the 

companies mentioned in the report / 
recommendation.

DISCLAIMeR

The research recommendations and information are solely for the personal information of the authorized recipient and does not con-

strue to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. This report is not 
for public distribution or use by any person or entity, where such distribution, publication, availability or use would be contrary to law, 

regulation or subject to any registration or licensing requirement. We will not treat recipients as customer by virtue of their receiving 

this report. The report is based upon the information obtained from public sources that we consider reliable, but we do not guarantee 

its accuracy or completeness. ASBL shall not be in anyways responsible for any loss or damage that may arise to any such person from 
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations.
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