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ISSUE SUMMARY
Issue Opens 13-Dec-23
Issue Closes 15-Dec-23
Offer Price (X per share) 750-790
Bid Lot 18 shares
Face Value (X) 10.0
Pre Issue Shares o/s (mn) 56.0
Offer for Sale (No of sh. mn) 10.8
Fresh Issue (No of sh. mn) 4.4
Post Issue shares o/s (mn) 60.7
Alssue Size (X bn) 12.0
QlB =>75%
Non-institutional <15%
Retail <10%
A Issue Size (@ X790)

POST ISSUE DETAILS

M.Cap @ X790/sh. (X bn) 47.9

Shareholding pattern

Promoters 75%

Non-Promoters 25%

Leading player with diversified portfolio: DOMS Industries (DOMS) is the
2" largest player in India’s branded ‘stationery and art’ products, with a
market share of 12% by value, as of FY23. It enjoys diversified portfolio
across seven categories at various price points. With ~80% of India’s
population below 50 years of age and rising literacy rate, the stationery
industry is expected to grow at 14% CAGR by FY28. This could benefit
DOMS given its strong positioning.

Multi-Channel Distribution Network: DOMS enjoys pan India presence
with seven warehouses, three depots, +120 super stockiest, and + 4,000
distributors in India as of 2QFY24, it has. Further, it has a global footprint
catering to over 45 countries, covering the Americas, Africa, Asia Pacific,
Europe, and Middle East. As of 2QFY24 exports consisted 19% of total
revenue.

Strong Brand Recall: Company’s products are marketed under their
flagship brand ‘DOMS’ along with other brand/sub-brands including ‘C3’,
‘Amariz’, and ‘Fixyfix’. Its strong brand value is evident from the
leadership position in the ‘stationery and art material’ products in India.
Its core products such as ‘pencils’ & ‘mathematical instrument boxes’
enjoys high market shares of 29%/30% by value in FY23 respectively.

Financials: DOMS has witnessed robust growth in its financial
performance with revenue CAGR of 73% over FY21-23 and PAT turning
positive in FY22. Its EBITDA margin improved sharply from 7.5% in FY21
10 16.7% in 1HFY24. It enjoys lower working capital cycle (35 days) among
its peers and has one of the highest fixed asset turnover of 3.9x as of
1HFY24. Its return ratios are healthy with RoE of 25.5% post dilution.

Issue Size: X12bn IPO consists of Fresh Issue of X3.5bn and OFS of X8.5bn
by promoters. The funds raised will be utilized to establish new
manufacturing facility and for general corporate purpose. The market cap
post listing would stand at X48bn.

View: We like DOMS given its leading market position, strong brand
name, diversified portfolio and robust financials. Its widespread
distribution channel, backward integration and expansion plans could
boost its profitability going forward. Further, its partnership with FILA
enables them to access global markets. The IPO is priced at 32.4x 1HFY24
P/E (on diluted & annualized basis) which seems reasonable. Hence, we
recommend Subscribe. Given the current buoyant market, the issue
could see listing gains as well.

Exhibit 1: Financials & Valuations (X mn)

Y/E March FY21 FY22 FY23 1HFY24
Revenue 4,028 6,836 12,119 7,618
Growth (%) - 69.7 77.3 151.4
Adj PAT -60 171 1,029 739
Growth (%) - LTP 500.2 187.4
EPS (X) -1.0 2.8 17.0 12.2
ROE (%)* 2.6 7.1 35.2 25.5
P/E (x)* -795.5 279.7 46.6 32.4

*Calculated on diluted/annualized basis at upper price band of 790; Source: RHP, MOFSL
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Investors are advised to refer through important disclosures made at the last page of the Research Report.
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THINK THINK DOMS

Peer Comparison

Exhibit 2: Key Matrix as on FY23

M.Cap.  Rev.CAGR EBITDA CAGR PAT CAGR EBITDA M ROE P/E
Company INNBn  FY21-23 (%) FY21-23 (%) FY21-23 (%) FY23 (%) FY23 (x)  FY23 (x)
DOMs 479 735 149.3 LTP 15.4 35.2 46.6
Cello World 167 30.9 23.3 31.0 23.4 25.2 58.6
Flair Writing 41 77.8 182.8 986.3 19.5 31.4 34,5
Camlin 23 38.6 144.9 LTP 6.8 9.7 28.1
Linc 10 37.8 149.0 706.2 12.8 23.4 21.0

Source: Company RHP, MOFSL
*Price Data as on 12th Dec, 2023

ACalculated on fully diluted & annualized basis at upper price band of X790
Source: Company RHP, Bloomberg, MOFSL

Exhibit 3: DOMS has Widest Range of Products Among its Peers

Product Offerings
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Source: RHP, MOFSL

Risk and Concerns

e DOMS top selling product ‘wooden pencils’ contributed 32.5% of total Gross
Product Sales as on 1HFY24. Any decline in key product could have an adverse
effect on the business.

e More than 70% of Gross Product Sales in 1HFY24 is attributable to general trade
distribution channel. Failure to manage distribution network efficiently could have
an adverse impact on operation.

e There is an outstanding civil litigation against company by one of the listed peers.
Any adverse decision could impact the reputation and business.
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About the Company

Exhibit 4: DOMS Journey
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Source: RHP, MOFSL

Exhibit 5: A Leading Holistic Crearive Products Company
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DOMS

Exhibit 6: Diversified Product Portfolio (contribution as a % of Total Gross Product Sales in 1HFY24)
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Source: RHP, MOFSL

Exhibit 7: Multi-Channel Distribution Network with Strong pan India Presence.
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Source: RHP, MOFSL
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Exhibit 8: Strong Brand Recall
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Source: RHP, MOFSL

Exhibit 9: F.I.L.A Partnership- Enabling Product Expertise and Access to Global Markets

About F.L.L.A. Group
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Source: RHP, MOFSL
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DOMS
Industry Outlook
Exhibit 10: Headroom in India with increasing share of branded players
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Exhibit 11: Robust Growth Expected in Stationery & Art Material Market

Overview of India Stationery & Art Material Market Robust Expected Growth in Stationery and Art Material Market
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Financials

Exhibit 12: Revenue breakup: distribution channel
wise(%)

DOMS

Exhibit 13: Revenue grew at 73% CAGR over FY21-23
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Source: RHP, MOFSL

Exhibit 14: Improving Margins

Source: RHP, MOFSL

Exhibit 15: Strong growth in Profitability
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Source: RHP, MOFSL

Exhibit 16: Reducing Net Working Capital

Source: RHP, MOFSL

Exhibit 17: Healthy return ratios
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Source: RHP, MOFSL
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Financials
Consolidated — Income Statement (X mn)
Y/E March FY21 FY22 FY23 1HFY24
Net Sales 4,028 6,836 12,119 7,618
Change (%) - 69.7 77.3 -
Total Expenditure 3,728 6,139 10,252 6,344
% of Sales 92.5 89.8 84.6 83.3
EBITDA 300 697 1,867 1,274
Margin (%) 7.5 10.2 15.4 16.7
Depreciation 348 380 407 228
EBIT -47 317 1,460 1,047
Int. and Finance Charges 88 103 119 78
Other Income 60 26 46 24
Exceptional expense - - - 1
PBT -76 240 1,388 991
Tax -16 69 359 252
Tax Rate (%) 20.5 28.7 25.9 25.5
Reported PAT -60 171 1,029 739
Adjustments - - - -
Adjusted PAT -60 171 1,029 739
Change (%) - LTP 500.2 -
Margin (%) -1.5 2.5 8.5 9.7
Source: Company RHP, MOFSL
Consolidated — Balance Sheet (X mn)
Y/E March FY21 FY22 FY23 1HFY24
Share Capital 4 4 4 563
Reserves 2,332 2,469 3,371 3,414
Net Worth 2,336 2,472 3,374 3,976
Minority Interest 81 108 179 246
Debt 1,337 1,229 1,398 2,244
Total Capital Employed 3,753 3,810 4,951 6,466
Net Fixed Assets 2,286 2,266 3,202 4,567
Investments - - 15 14
Current Assets 2,255 2,657 3,080 3,640
Inventory 1,208 1,592 1,846 1,986
Debtors 419 492 356 497
Cash and Bank Balance 290 158 417 499
Loans and Advances & OCA 338 416 461 658
Curr. Liability & Provisions 822 1,164 1,446 1,829
Account Payables 568 811 870 945
Current Liabilities 183 256 449 687
Other Long Term Liab. & Provs. 70 97 127 197
Net Current Assets 1,434 1,493 1,634 1,811
Deferred Tax (Net) 3 12 32 51
Appl. of Funds 3,754 3,811 4,952 6,466

Source: Company RHP, MOFSL
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Ratios
Y/E March FY21 FY22 FY23 1HFY24
Basic (INR)
EPS -1.0 2.8 17.0 12.2
Cash EPS 4.7 9.1 23.7 15.9
BV/Share 38.5 40.7 55.6 135.4
DPS 0.0 0.0 0.0 0.0
Valuation (x)
P/E -795.5 279.7 46.6 324
Cash P/E 166.8 86.9 334 24.8
P/BV 20.5 194 14.2 5.8
EV/Sales 12.2 7.2 4.0 3.0
EV/EBITDA 163.1 70.3 26.2 17.8
Dividend Yield (%) 0.0 0.0 0.0 0.0
Return Ratios (%)
RoE -2.6 7.1 35.2 25.5
RoCE 0.3 6.6 26.4 21.0
Working Capital Ratios
Fixed Asset Turnover (x) 1.8 3.0 4.4 3.9
Asset Turnover (x) 1.1 1.8 2.8 1.9
Inventory (Days) 109 75 52 46
Debtor (Days) 38 24 13 10
Creditor (Days) 51 37 25 21
Leverage Ratio (x)
Net Debt/Equity 0.4 0.4 0.3 -0.3
Source: Company RHP, MOFSL
*All ratios are diluted & annualized & calculated at the upper price band of 790
Consolidated — Cash Flow (X mn)
Y/E March FY21 FY22 FY23 1HFY24
OP/(Loss) before Tax -76 240 1,388 991
Depreciation 348 380 407 228
Finance Cost 88 103 119 78
Income Taxes paid 16 -69 -359 -252
(Inc)/Dec in WC -149 -207 154 -16
CF from Operations 226 448 1,708 1,029
Others -74 62 25 52
CF from Operating (Net) 152 509 1,733 1,081
(Pur)/Sale of FA -164 -347 -1,354 -634
(Pur)/Sale of Investments -32 -1 -17 -655
Interest/Dividend received 9 11 12 5
Bank Deposits - - - -
Others - - - -
CF from Investments -187 -337 -1,359 -1,283
Proceeds from borrowings 333 -196 72 500
Issue of equity shares - - -
Interest Paid -84 -110 -140 -65
Dividend Paid - - -56 -93
Buyback of shares - - - -
CF from Fin. Activity 249 -306 -124 342
Net Inc/Dec of Cash 214 -134 250 140

Source: Company RHP, MOFSL
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL >-10 % to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

Disclosures:

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INHO00000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in the business of providing Stock broking services, Depository
participant services & distribution of various financial products. MOFSL is a listed public company, the details in respect of which are available on www.motilaloswal.com. MOFSL is registered with the Securities & Exchange Board of India (SEBI) and is a registered
Trading Member with National Stock Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE), Multi Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is
Depository participant with Central Depository Services Limited (CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products and Insurance
Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of associate entities of Motilal Oswal Financial Services Ltd. are available on the website at
http://onlinereports.motilaloswal.com/Dormant/documents/Associate%20Details.pdf

Details of pending Enquiry Proceedings of Motilal Oswal Financial Services Limited are available on the website at https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx

MOFSL, it’s associates, Research Analyst or their relatives may have any financial interest in the subject company. MOFSL and/or its associates and/or Research Analyst or their relatives may have actual beneficial ownership of 1% or more securities in the subject
company at the end of the month immediately preceding the date of publication of the Research Report or date of the public appearance. MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may have any other potential
conflict of interests at the time of publication of the research report or at the time of public appearance, however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the
analyst(s) are completely independent of the views of the associates of MOFSL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report..

In the past 12 months, MOFSL or any of its associates may have:

a) received any compensation/other benefits from the subject company of this report

b) managed or co-managed public offering of securities from subject company of this research report,

c) received compensation for investment banking or merchant banking or brokerage services from subject company of this research report,

d) received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company of this research report.
. MOFSL and it’s associates have not received any compensation or other benefits from the subject company or third party in connection with the research report.

. Subject Company may have been a client of MOFSL or its associates during twelve months preceding the date of distribution of the research report.

. Research Analyst may have served as director/officer/employee in the subject company.

. MOFSL and research analyst may engage in market making activity for the subject company.

MOFSL and its associate company(ies), and Research Analyst and their relatives from time to time may have:

a) a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein.

(b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)
or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the
r d; 1s made by the are il 1t of the views of the associates of MOFSL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

Above disclosures include beneficial holdings lying in demat account of MOFSL which are opened for proprietary investments only. While calculating beneficial holdings, It does not consider demat accounts which are opened in name of MOFSL for other purposes
(i.e holding client securities, collaterals, error trades etc.). MOFSL also earns DP income from clients which are not considered in above disclosures.

To enhance transparency, MOFSL has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report. MOFSL and / or its affiliates do and seek to do business including
investment banking with companies covered in its research reports. As a result, the recipients of this report should be aware that MOFSL may have a potential conflict of interest that may affect the objectivity of this report.

Terms & Conditions:

This report has been prepared by MOFSL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in
whole, to any other person or to the media or reproduced in any form, without prior written consent of MOFSL. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of this report is not
recommendatory in nature. The information is obtained from publicly available media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to
its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. MOFSL will not treat recipients as customers by virtue of their receiving this report.
Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific
recommendations and views expressed by research analyst(s) in this report.
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