
ThecuriouscaseofsingerIndia

-SingerIndia,adebtfree330crMcapcompany,isa

distributorandretailerofSingerbrandedSewing

machinesandhomeapplianceslikefood

processors,toasters,waterheaters,aircoolersand

otherkitchenapplianceslikeinductionstoves,

kettles,targetingtheaffordablesegmentonly.Its

distributedthrough1000+dealersand50+exclusivestores.

-Brandsinger:150+yearold.Despiteitslukewarm

performanceoverthedecades,brandsingerstillhassome

mindshareamongtheconsumersatleastfromanecdotal

evidence.Probablyfromthequalityassociatedwithit'sold

sewingmachines.

-SingerandUSHAformtheorganizedsewingindustrymarketinIndia.Theyaregainingmarket

sharesfromunorganizedplayers.Theannualgrowthrateofsewingmachinedemandis3-5%.

GSTisapositivedevelopmentforsinger.

-SingerIndiawentintoBIFRin2002-2003duetohighdebtasaresultofit'sfailedhome

applianceventure.

-AfterexitingBIFRin2013,theyhaverelaunchedtheirhomeappliancebusiness.Thistime

aroundtheyhavecorrectedtheirpreviousmistakes,theyhavegrownwithinternalcashaccruals

fromsewingmachinebusiness.LowerSKUs,pushingthroughexistingdistributorsthanadding

upnewonesandecommercesiteshas

beenthestrategy.

-A100%contributiontorevenuesfrom

sewingmachinebusinesshas

progressedtonear75%sewingand25%

homeappliancesintherecentquarters.

-Intotalitdoes400crsaleswithwafer

thinmargins.Mostoftheproductionis

outsourced.Itenjoyshighfixedassetand

inventoryturnover.Threeyearaverage

ROEisat18%



-Thehomeappliancedivisioncontinuestomakelossesexceptforthelastquarter.Thebreak

evenpointforhomeappliancesis120cr,whichiswithintouchingdistance.

-SingerIndiahasastatedobjectiveoftakingthehomeappliancecontributionto50%inthe

comingyearsandtherecentinventorypushwithstablecashconversioncyclepointstothe

possibilityofithappeningwithinacoupleofyears.

-KeypersonisRajeevBajaj,whohasbeenwiththecompanyfor25+yearsandwasappointed

asdirectorin2012.Remunerationof80l.Heholdsnostakeinthecompany.

-IntheSingerIndiainvestorscommunicationandreportsthereisnoclueontowhoprovidesthe

strategyorlongtermoutlookforthecompany.ThereisoneGavinwalkerontheboard,asouth

africanwhohasaexperienceofsteeringaMNCspanning16countriesinAfrica.Heisnot

involvedindaytodayrunningofthecompany.

-SingerAsiahasbeenasellerofstockinSingerIndiathroughout2017.From75%,ithasgone

downto60%.

-TheholdingstructureofSingaporeAsiaandSingerIndia.

-FromSingerAsia,thereis'facade'ofclearstrategyandalongtermroadmaptosustained

improvementandgrowth.

http://www.singerasia.com/inpages/corporate/strategy.html

-SingerAsiaisheldbyRetailholdingsNetherlands(54%),UCLAsia(41%),Gavinwalker(5%).

Gavinwalkerhas5%fromconvertinghisallotedoptions.UCLAsiaisaprivateequityfirm,

whosestatedobjectiveistotakeminorityinterestinpromisingfirms,butdoesnotinvolveitself

inoperations.Thefirmbyitselfispromoterrunanddoesnotevenhireanalysts!



-TheinterestingpartiswithRetailholdingsNetherlands..mainlywithitsstrategy.Thisisfrom

theRetailholdings2017AR,releasedonApril2018.

-InpreviousyearsARtoo,thisstrategyisclearlyspeltout,noambiguitythere.Theirobjectiveis

completeliquidationoftheSingaporeasiabusinessanddistributionofthatcashtoRetail

holdingNVshareholders.Thereisahistoryofthesedividepayoutstotheshareholdersinrecent

quarters.Their54%stakeinSingaporeAsiaistheonlymeaningfulpartofthecompany,no

otherviablebusinessesinit.

-Thisiswhattheyhavedoneinthepastcoupleofyears.



-SingerSrilankaandSingerBangladeshweremarketleaders.InSeptember2017,theydivested

SingerSrilankaandinIndia,Bangladeshtheyareinprocessanditshappennow.

-AllthisisnotprovidedinSingerIndia'scommunication.Whatappearedtobeapromising

growthstoryhaslotsofuncertaintysurroundingit.

-Thequestionis..canthisuncertaintybeachanceforvaluecreation?

-Therearelotsofprobableoutcomes.PromotersellsSingerIndiatoanotherMNCwhois

lookingataentrytoIndiaORsellsittoabigretailerinIndiawhocanaddmorevalueOR/AND

investorspunishthestockforpromotersellingOR/ANDsuccessinHomeappliancesegment

withvisiblegaininmarketshareforbrandsingercanfetchpremiumvaluations.

-Whilethisdivestureplansarehidden,thereisnoevidenceoffoulplay,whereSingerIndiagets

soldatpoorvaluations.AllthecashthatgoesintoRetailHoldingsNVisbeingpaidoutas

dividends.Thereisnoincentiveforthemtocheat.

Curiouscase..Canthisbeaopportunitytobuyastakeinapromisingstoryforthefuture?


