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Investment Thesis IPO Details

e DOMS Industries Ltd. (DOMS) is set to launch its initial public offering Issue Open Date 13 December 2023
(IPO) on December 13, 2023. DOMS plans to raise Rs. 1,200 crs which
comprises of a fresh issue amounting to Rs. 350 crs and an Offer for Sale
(OFS) of Rs. 850 crs. DOMS will not receive any proceeds of the OFS and Price Band (Rs.) Rs. 750 — Rs. 790
the capital raised via fresh issue is to be utilized:

Issue Close Date 15 December 2023

_ . . . . Issue Size* Rs. 1,200 crs
e For establishing a new manufacturing facility to expand its production

capabilities for a wide range of writing instruments, watercolor pens, Issue Size (Shares) 1.51 crs

markers, and highlighters. Market Lot 18 Shares

e General corporate purpose

. . . . Listing Exch NSE / BSE
o DOMS is the second largest player in India’s branded ‘stationery and art’ s ExCIanges SE/BS

products market, with a market share of ~12% by value, as of FY23. DOMS Face Value (Rs.) Rs. 10/-
designs, develops, manufactures and sells a wide range of stationery and art
products, primarily under the flagship brand ‘DOMS’ in the domestic market * At highest price band
as well as export to over 45 countries internationally.

e Core products such as ‘pencils’ and ‘mathematical instrument boxes’ enjoy
high market shares; 29% and 30% market share by value in FY23,
respectively.

e The Product Portfolio is bifurcated into seven categories: (i) scholastic |
stationery; (ii) scholastic art material; (iii) paper stationery; (iv) kits and Key Details
combos; (v) office supplies; (vi) hobby and craft; and (vii) fine art products.

. . Fresh Issue* Rs. 350 crs
Revenue from business Verticals o
) Issue Type Book Building
e DOMS has recorded stellar revenue growth to reach Rs. 1,211.9 crs in FY23 JM Financial
from Rs. 402.8 crs in FY21, t_ransla_tmg to a 3x jump in topline. Further, it is ek it BNP Paribas
on track to beat the FY23 topline with Rs. 761.8 crs in H1FY24. Lead Manager ICICI Securities
ITFL Securities
. QIB! 75%
Particulars FY21 | FY22 FY23 HIFY24 Issue structure Non-Institutional: 15%
Revenue (Rsincrs) | 402.8 | 683.6 | 1,211.9 761.8 —— Retail: 10%
EBITDA (Rsincrs) | 30.3| 69.7| 186.7 127.4 redit of Shares
- D 19D 202
EBITDA Margin (%) | 75| 102| 154 16.7 e oemat 9 December 2023
PAT (Rs in crs) (6.3) | 171 102.9 73.4 Issue Listing
PAT Margin (%) 15) | 25 8.5 9.7 Date 20 December 2023
EPS (1.2) 3.0 18.3 13.14 * At highest price band
RoCE (%) 04 ] 10.0 333 18.0
ROE (%) (2.5 6.9 335 19.0




e With a superior portfolio of products that have significant market share,
DOMS has been able to expand its EBITDA margins each to 15.4% in FY23
from 7.5% in FY21. The EBITDA in absolute terms have grown more than
6x to Rs. 186.7 crs. For H1IFY24, the EBITDA margin was expanded further
to 16.7%.

Key Business Highlights

e Leadership position in the Indian stationery and art material: DOMS has
a strong brand that consumers trust, as evidenced by a leadership position in
the stationery and art material products industry in India. The core products
such as pencils and mathematical instrument boxes enjoy high market shares;
29% and 30% market share by value in FY23.

o Diversified product portfolio that is fueling growth: Over the years
DOMS has created a wide and differentiated product portfolio. As of 30"
Sept 2023, it has over 3,800 SKU spread across the seven categories it
pOSSESS.

e Strong promotor in FILA, provides access to global market: In 2012,
DOMS entered a strategic partnership with FILA acquiring 18.5% of share
capital, for the supply of various art materials and stationery products. Later
in 2015, the stake increased to 51%. This has enabled DOMS to gain access
to international markets for distribution of products, and augmentation of
R&D. Additionally, DOMS has an exclusive tie-up with FILA and certain
entities of the FILA Group for distribution and marketing for all categories of
its respective products, under its name and trademark, in India, Nepal,
Bhutan, Sri Lanka, Bangladesh, Myanmar, and Maldives.

e Manufacturing Moat: Currently, DOMS operates 13 manufacturing
facilities covering 1.18 million sq.ft. and is one of the largest stationery
manufacturing facilities in India with an installed capacity for its key
products was 4,734.93 million units as on March 31, 2023. DOMS has been
continuously incurring capex to build on this moat and intends to use part of
the IPO proceeds for a new manufacturing facility.

Valuation

At the upper price band, DOMS is priced at 46.6x FY23 diluted EPS post IPO.
The listed peers in this category are currently available at average of 37.9x. This
represents the IPO is priced at a premium. Considering DOMS leadership
position, strong parentage, manufacturing excellence, the sanguine outlook on
the sector this premium is justified.

Therefore, we are assigning a "SUBSCRIBE" rating to the IPO of DOMS.
Investors with a medium to long-term horizon are encouraged to subscribe to the
IPO.

Risk & Concern

e Dependence on FILA.
e Distribution Risks.
e Increased competition.

Graphs & Charts

Figure 1: Revenue Trend (FY23)
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Figure 2: EBITDA & EBITDA margin Trend (FY23)
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Figure 3: EPS Trend (FY23)
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity
in making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any
material conflict of interest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not
received any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public
offering of securities for the subject company in the past twelve months; (c)have not received any compensation for investment
banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any
compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months; (e) has not received any compensation or other benefits from the subject company or third
party in connection with the Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged
in market making activity for the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is
not for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a
professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed
to be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or
represented that it is accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached
to any individual, same may be ignored and brought to the attention of the sender. Preparation of this research report does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Past performance is not a guide for future performance. This Report has been prepared on the basis of publicly
available information, internally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should
not be taken as the only base for any market transaction; however this data is representation of one of the support document among
other market risk criterion. The market participant can have an idea of risk involved to use this information as the only source for any
market related activity. The distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this
report comes, should observe, any such restrictions. The revelation of interest statements integrated in this analysis are provided
exclusively to improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis.
The price and value of the investments referred to in this report and the income from them may go down as well as up. Bonanza
portfolio Ltd or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy,
completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the
disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of M/s. Bonanza
portfolio Ltd shall be liable. Research report may differ between M/s. Bonanza portfolio Ltd RAs and other companies on account of
differences in, personal judgment and difference in time horizons for which recommendations are made. Research entity has not
been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or
employee of the subject company. Research analyst have not received any compensation/benefits from the Subject Company or
third party in connection with the research report.
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