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Capex plans on track; augurs well for strong growth in FY25-26

We hosted institutional investors for DOMS plant visit and senior management interaction at Umbergaon (Gujarat). Takeaways: (1)
DOMS has reported strong revenue growth in all its segments that undertook capacity expansion in the past. With proposed 44-
acre capacity addition, scholastic art material may drive strong growth for the company in FY25-26. (2) Distribution network has
high potential for expansion, which may drive revenue growth. Also, DOMS has steadily expanded revenue/store indicating market
share gains. (3) It has developed a strong competitive advantage over peers due to its strategic tie-up with FILA. (4) The company
has registered strong growth since inception, largely attributable to its partnership-based approach. Partnerships with FILA,
Microwood and Pioneer have done well over past decade and we model similar benefits from stake acquisition in Clapjoy and Skido.
(5) DOMS has the least product concentration risk (best-selling SKU contributes <5% to total sales).

We remain positive on DOMS due to its well-established competitive
advantages of: (1) strong brand, (2) differentiated products and (3) presence
across diverse business streams. Maintain BUY.

Demand impelled capacity addition

We note DOMS’ capacity addition in the FY14-24 has been driven by strong
demand for its products. We believe the demand has outpaced the supply.
Now, DOMS aims to build ~0.6mn sq. ft. manufacturing capacity under phase
one on its 44-acre land parcel by Mar'26. DOMS targets to increase its writing
instrument (pen), sketch pen, highlighter, adhesive and pencil capacity
materially with this addition.

Distribution network expansion
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Market Data

DOMS has a distribution network of ~125,000 retailers, as of Mar'24 up from mquet Cap (INR) e
. . , arket Cap (USD) 1,438mn
~95,000 retailers in FY20 at a CAGR of 7%. However, DOMS’ revenue, at a Bloomberg Code DOMS IN
CAGR of 23.8% over FY20-24, has outpaced its distribution network growth.  g. ters Code DOMS.BO
It indicates DOMS s able to increase throughput per store indicating market  57_\eek Range (INR) 2.135/1,224
share gains. The distribution network has material scope for further expansion,  Free Float (%) 25.0
considering the total universe of 300,000 retail outlets, in our view. We reckon ~ ADTV-3M (mn) (USD) 3.2
distribution network expansion to act as growth tailwind in medium term.
Price Performance (%) 3m 6m 12m

Technology sharing from FILA — a competitive advantage
DOMS’ strategic partnership with FILA has helped the company access global
products and markets along with augmenting its R&D capabilities. The
partnership has enabled DOMS to introduce an India-adapted version of
FILA's products. The strategic tie-up will likely continue to give DOMS a leg up
versus peers.
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Financial Summary

Y/E March (INR mn) FY23A FY24A FY25E FY26E

Net Revenue 12,119 15,371 19,524 24,166

EBITDA 1,867 2,727 3,403 4,278

EBITDA Margin (%) 15.4 17.7 17.4 17.7

Net Profit 958 1,631 2,070 2,521

EPS (INR) 15.8 25.2 34.1 415

EPS % Chg YoY 567.2 59.8 352 218

P/E (x) 125.2 783 58.0 47.6 Previous Reports

EV/EBITDA (x) 64.6 433 34.7 27.6 10-06-2024: Company Update
RoCE (%) 24.7 218 19.8 22.8 .
ROE (%) 312 256 230 243 27-05-2024: Q4FY24 results review

Please refer to important disclosures at the end of this report
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Sketch pen segment gaining traction

Segmental contribution to total sales has increased from ~6% in FY23 to ~9% in FY24,
primarily led by capacity addition in our understanding. DOMS introduced sketch pens
with an ‘anti-push’ technology (the technology prevents the pen’s tip from recoiling
even with extensive use). Sketch pen manufacturing capacity may expand materially
post the commencement of phase-one at its 44-acre land parcel. We reckon, the
sketch pen segment may drive incremental growth post capacity addition.

Partnership approach for growth likely to continue

We note, DOMS, since its establishment, has adopted a partnership-based approach
to operate. In CY12, FILA, a major stationery/art material company, partnered with
DOMS —which remains till date. The trend has continued in its associate and subsidiary
companies such as Microwood and Pioneer Ltd (despite commanding controlling
stake). We note DOMS may continue its partnership-based operating approach for
growth. It has recently acquired stakes in Clapjoy and Skido which are expected to
drive growth in FY25-26.

Wide-ranged product portfolio

DOMS has a comprehensive product portfolio of >4,000 SKUs across seven broad
product categories, as of Mar'24. We note, most industry peers have a high revenue
skew towards a particular product category or SKU (hero product). However, DOMS
has strong depth in its product portfolio, underlined by <5% contribution from neon
pencils (among best-selling SKUs). We believe, least product concentration risk
insulates DOMS from: (1) technology led disruptions; and (2) demand uncertainty led
risks.

Strong expansion likely in writing instruments

Writing instrument (pen) segment has been the latest entrant in DOMS’ product
portfolio. The company is focusing on: (1) rapid expansion of manufacturing capacity;
(2) improving pan-India presence; and (3) introducing newer SKUs. DOMS has
introduced SKUs at the price points of INR 5/INR 10 for school kids — these have been
well received in the market.

The company has added 100,000sq.ft. manufacturing capacity in writing instrument
in Q4FY24 and is likely to add another 100,000sq.ft. by Q1FY25-end. Also, DOMS
intends to start pen manufacturing facilities at its new 44-acre land plant. While
capacity constraints have limited growth in the past, we believe, large capacity
addition may drive growth in FY25-26E.

Maintain BUY

We model DOMS to report revenue and PAT CAGRs of 25.4% and 28.3%, respectively,
over FY24-26E. We also model return ratios to be >20% over FY24-26E. We maintain
BUY on DOMS with a DCF-based revised target price of INR 2,280 (earlier TP: INR
2,250; implied P/E of 55x FY26E).

Key risks: Steep increase in competitive pressures; raw material prices; and failure of
key new product launches.
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Key charts — annual

Exhibit 1: Revenue and growth rates
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Exhibit 1: EBITDA margin

—&— EBITDA margin —— Average
20 9 --e--+1SD --¢---1SD
6).|>§’|<> *----- *~—----- *----- +----- o----- -

FY21

FY22

FY23

FY24

FY25E  FY26E FY21 FY22 FY23 FY24 FY25E  FY26E

Source: Company data, |-Sec research

Exhibit 2: Net profit and growth rates
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Exhibit 3: RoE and RoCE
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Exhibit 4: Net working capital days Exhibit 5: Tax rate
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Exhibit 7: Shareholding pattern
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Valuation and risks

We model DOMS to report revenue and PAT CAGRs of 25.4% and 28.3% over FY24-
FY26E and return ratios to be upwards of 20% in FY26E. On our DCF-based revised
target price of INR 2,280 (earlier TP: INR 2,250), implied P/E works out to 55x FY26E
EPS. Maintain BUY.

Exhibit 6: DCF-based valuation

Particulars

Cost of Equity (%) 10.8%
Terminal growth rate (%) 5.0%
Discounted interim cash flows (INR mn) 39,793
Discounted terminal value (INR mn) 98,596
Total equity value (INR mn) 1,38,389
Value per share (INR) 2,280

Source: Company data, I-Sec research

Risks

Sharp increase in input prices and higher-than-expected competitive pressures
Increase in input prices and/or higher-than-expected competitive pressures could
result in downside to our estimates.

Failure of some new launches
Failure of some new products may impact our earnings estimates.

Exhibit 8: Price chart
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Financial Summary
Exhibit 9: Profit & Loss

Exhibit 12: Cashflow statement

(INR mn, year ending March)

(INR mn, year ending March)

FY23A FY24A FY25E FY26E
Net Sales 12,119 15,371 19,524 24,166
Operating Expenses 10,252 12,644 16,121 19,888
EBITDA 1,867 2,727 3,403 4,278
EBITDA Margin (%) 15.4 17.7 17.4 17.7
Depreciation & Amortization 407 512 686 874
EBIT 1,460 2,215 2,717 3,404
Interest expenditure 119 171 124 74
Other Non-operating 46 101 300 180
Income
Recurring PBT 1,388 2,145 2,893 3,510
Profit / (Loss) from
. 0 0 - -
Associates
Less: Taxes 359 548 738 895
PAT 1,029 1,597 2,156 2,615
Less: Minority Interest 71 65 86 94
Extraordinaries (Net) 0 (15) - -
Net Income (Reported) 958 1,516 2,070 2,521
Net Income (Adjusted) 958 1,531 2,070 2,521
Source Company data, I-Sec research
Exhibit 10: Balance sheet
(INR mn, year ending March)
FY23A FY24A FY25E FY26E
Total Current Assets 2,794 6,165 4,977 4,986
of which cash & cash eqv. 417 3,059 1,059 186
Toto! (;urrent Liabilities & 1,450 1.740 2206 2731
Provisions
Net Current Assets 1,344 4,425 2,771 2,255
Investments 302 445 1,445 2,445
Net Fixed Assets 3,182 4,358 5,426 6,552
ROU Assets - - - -
Capital Work-in-Progress 69 254 - -
Total Intangible Assets 20 624 624 624
Other assets - - - -
Deferred Tax assets - - - -
Total Assets 4,916 10,106 10,265 11,876
Liabilities
Borrowings 1,395 1,738 738 738
Deferred Tax Liability (32) (54) (54) (54)
provisions - - - -
other Liabilities - - - -
Equity Share Capital 4 607 607 607
Reserves & Surplus 3,371 7,537 8,697 10,307
Total Net Worth 3,374 8,144 9,304 10,914
Minority Interest 179 278 278 278
Total Liabilities 4,916 10,106 10,265 11,876
Source Company data, I-Sec research
Exhibit 11: Quarterly trend
(INR mn, year ending March)
Jun-23  Sep-23 Dec-23  Mar-24
Net Sales - 3,824 3,716 4,037
% growth (YOY) - - 223 20.0
EBITDA - 652 693 759
Margin % - 17.1 18.7 18.8
Other Income - 12 20 57
Extraordinaries - (7) (4) 1
Adjusted Net Profit - 361 373 451

Source Company data, I-Sec research

FY23A FY24A FY25E FY26E

Operating Cashflow 1,605 1,531 2,411 3,037
Working Capital Changes 154 (289) (345) (357)
Capital Commitments (1,354) (1,532) (1,500) (2,000)
Free Cashflow 251 (705) 911 1,037
Other investing cashflow (17) (3,061) (1,000) (1,000)
Cashflow from Investing
Activities (1,371) (4,593) (2,500) (3,000)
Issue of Share Capital - 3,500 - -
Interest Cost - - - -
Inc (Dec) in Borrowings 72 (124) (1,000) -
Dividend paid (56) (93) (910) (910)
Others - - - -
Cash flow from Financing
Activities 16 3,283 (1,910) (910)
Chg. in Cash & Bank 250 222 (2,000) (873)
balance
Closing cash & balance 343 564 1,059 186

Source Company data, I-Sec research

Exhibit 13: Key ratios

(Year ending March)

FY23A FY24A FY25E FY26E

Per Share Data (INR)
Reported EPS 15.8 252 34.1 415
Adjusted EPS (Diluted) 15.8 252 34.1 415
Cash EPS 225 337 45.4 55.9
Dividend per share (DPS) 0.9 15 15.0 15.0
Book Value per share (BV) 55.6 134.2 153.3 179.8
Dividend Payout (%) 5.8 6.1 44.0 36.1
Growth (%)
Net Sales 77.3 26.8 27.0 23.8
EBITDA 167.8 46.1 248 25.7
EPS (INR) 567.2 59.8 35.2 218
Valuation Ratios (x)
P/E 125.2 78.3 58.0 47.6
P/CEPS 87.9 58.7 43.5 35.3
P/BV 35.6 14.7 12.9 11.0
EV /EBITDA 64.6 433 347 27.6
P/ Sales 9.9 7.8 6.1 5.0
Dividend Yield (%) 0.0 0.1 0.8 0.8
Operating Ratios
Gross Profit Margins (%) 37.0 41.9 41.0 41.0
EBITDA Margins (%) 15.4 17.7 17.4 17.7
Effective Tax Rate (%) 25.9 25.6 25.5 25.5
Net Profit Margins (%) 7.9 10.0 10.6 10.4
NWC / Total Assets (%) 27.3 43.8 27.0 19.0
Net Debt / Equity (x) 0.2 (0.2) (0.2) (0.2)
Net Debt / EBITDA (x) 0.4 (0.6) (0.5) (0.4)
Profitability Ratios
RoCE (%) 24.7 218 19.8 22.8
ROE (%) 31.2 25.6 23.0 24.3
RolC (%) 28.3 30.3 28.0 29.6
Fixed Asset Turnover (x) 33 3.0 2.8 2.8
Inventory Turnover Days 71 60 61 61
Receivables Days 14 17 16 16
Payables Days 54 45 45 44

Source Company data, I-Sec research

India | Equity Research



DOMS Industries | Company Update | 19 June 2024 ﬂ’CIC' securities

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Aniruddha Joshi, CA; Karan Bhuwania, MBA; Nilesh Patil, MBA; authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI
Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust's SEBI Registration number is IN/AIF3/23-24/1292 ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”),
the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.

The information and opinions in this report have been prepared by ICIC| Securities and are subject to change without any notice. The report and information contained herein
is strictly confidential and meant solely for the selected recipient 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 ICICI Securities. While we would endeavour to update the information herein on a reasonable
basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of
offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed
in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised
to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in
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ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
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ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date
of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other
advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services
from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or
its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as
of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial
ownership of one percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose
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This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical information, it
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
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