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Industry Recommendation Base Case Fair Value Bull Case Fair Value L
R Horizon
Stationery Rs. 595 Buy in Rs. 591-601 band and add more on dips in Rs. 525-533 band Rs. 661 Rs. 715 2 -3 quarters
HDFC Scrip Cod LINPENEQNR S
- ;:np ode 533241 Linc Ltd. (Linc) is a prominent writing instrument player domestically with a good brand recall and is a trusted name in the market place.
oL C(:)dz LINCPEN Over the years, Linc has introduced many revolutionary products right from being the first Indian company to introduce a ball pen in 1980s
Bloomber LINC N at Rs. 2, it launched gel pen “Hi-School” for Rs. 10/unit (prevailing price for gel pens was Rs. 15- 20/unit). In 2002, Linc launched Smart, an
W o5 oil based gel pen for Rs 5. Linc Ocean Gel pen launched in 2003 is the highest selling gel pen. Other key launches include Linc Signetta and
W 15 Link Twinn. However, it’s most important launch so far is the Pentonic which was introduced in FY19. Its success in FY23 has taken the
W 10 industry by surprise and reshaped the company’s growth trajectory.
Equity Share O/S (Cr) 1.5 . L . . . . . .
Market Cap (RsCr) 385 The company is also the sole distributor of Uni-Ball brand of pens by Mitsubishi Pencil Company (Japan), which also holds ~13.5% stake in
Book Value (Rs) 114 Linc. Further, in 2018, Linc entered into partnership with Deli (Asia’s largest stationery manufacturer) for exclusive distribution of its
Avg. 52 Wk Volumes 28532 products in India which has enabled it to diversify beyond writing instruments.
52 Week High 617
52 Week Low 230 Linc is graduating from writing instruments to stationery products - a single-point solution. With increasing thrust on augmenting literacy
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levels domestically, the demand for education products is expected to remain good. Linc with its increasing ‘Reach’ and ‘Range’ coupled
with improved brand salience is well poised to grow.

Valuation & Recommendation:

Linc’s revenue over FY13-19 grew at mere 3.7% CAGR due to higher competitive intensity, discontinuation of less profitable products,
unfavourable macroeconomic factors (demonetisation, rollout of GST), etc. In FY19, it launched a path breaking product, Pentonic which
was a runaway success. Given that schools were shut for the longest period of time due to pandemic, the recovery was delayed. However,
the company has recorded a strong performance over past two quarters and we expect the momentum to continue.

In past couple of years, Linc has decisively undergone a paradigm shift in its business model. The company has unleashed Linc 2.0: a five-
pronged strategy to drive next leg of growth. The fundamental goal is to expand the "Range" and widen the "Reach" of its products. As a
part of its renewed strategy, the company is looking to 1) increase touch points, 2) emphasis on higher margin products, 3) widening the
stationery portfolio, 4) enhancing existing capacity, and 5) improve on ESG aspect.
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On the back of its renewed commitment to growth, we expect the company to report Revenue and PAT growth of ~24% and 90% (partly
due to low base) over FY22-25E. Lower working capital requirements and improving profitability has improved company’s cash generation
while also bolstering its return profile. Linc aims to maintain a healthy, deleveraged balance sheet in the future by financing its operations
largely through cash accruals.

The management of the company has envisioned to transform Linc into a FMCG company by increasing its reach, enhancing its brand
visibility and embarking on innovations to de-commoditize its business. Consistency in performance would make Linc a strong candidate for
re-rating, in our view. We think the base case fair value of the stock is Rs 661 (17.5x FY25E EPS) and the bull case fair value is Rs 715 (19x
FY25E EPS). Investors can buy the in stock Rs 591-601 band (16x FY25E EPS) and add more on dips in Rs 525-533 band (14x FY25E EPS).

Financial Summary

Particulars (in Rs Cr) 9MFY23 9MFY22 YoY-% 9MFY20 FY21 FY22 FY23E FY24E FY25E
576 682

Operating Income 349 244 43% 299 257 355 479

EBITDA 42 16 166% 30 10 22 58 73 89
APAT 25 5 388% 14 0 8 35 46 56
Diluted EPS (Rs) 16.9 3.5 387% 9.6 0.03 5.5 23.2 30.8 37.7
ROE-% 0.0 5.9 221 24.4 24.5
P/E (x) 17,683.4 108.6 25.6 19.3 15.8
EV/EBITDA 87.7 41.2 14.9 11.9 9.5

(Source: Company, HDFC sec)

Key Triggers
Illustrious past, colorful future

Linc was founded by Suraj Mal Jalan, who moved from Rajasthan to Kolkata in the 1960s to pursue a college degree. He faced the difficulty
of non-affordability while buying good quality pens during his academic life. Using fountain pens in those days was a messy affair as the ink
would spill and required regular maintenance while the ballpoint pens, which cost Rs 10, which was expensive for students at that time.

Mr. Suraj Jalan partnered with two friends, who were working in the pen industry at that time, imported the metal tip from Switzerland and
the ink from Germany, and began manufacturing ball pens. He invested a few thousand rupees of his savings and launched the first Linc ball
pen for Rs 2 from a small manufacturing facility in Kolkata. The business gradually expanded and established a stronghold in West Bengal
and North East India.
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Mr. Deepak Jalan (son of Mr. Suraj Jalan and current MD) joined the business in early 1980s. In 1986, he set up a full-fledged manufacturing
unit. Linc launched its IPO in 1995.

There was still reluctance to use ball pens which used oil-based ink in the favour of water-based fountain ink pens. This paved way for the
launch of gel pens, which also used water-based ink. Gel pens back then were priced at Rs. 20 and above with ‘ADD Gel’ being the market
leader. In 2002, Linc launched its gel pen range, High School Pens, at Rs 10 price point. Later, to deepen its market presence, the company

launched Linc Ocean Gel Pen at Rs 5, which was the first gel pen to be sold at such a low price.

Key product introductions from Linc over the years
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(Source: Company, HDFC sec)

While Linc had introduced quite a few products including Linc Twinn (the world's first pen+pencil incorporated in one body) and Linc Touch
(a pen+stylus), it still had >60% contribution from >Rs. 10 price point which is intensely competitive. The growth had stagnated and a pen

looked a mere commodity until the launch of Pentonic in FY19...
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Pentonic — The Game-changer and ‘tonic’ for growth

Out of the ~Rs 4,500-crore writing instruments market, the organised market is worth Rs 3,000 crore, dominated by brands such as Cello,
Reynolds, Flair and Linc Pen. All of them operate in the mass segment, with bulk of their products priced between Rs 5 to Rs. 20. Most of
the organised brands have not been able to increase prices for almost a decade as unorganised players sell their pens at prices as low as Rs
2-3, and there is hardly any brand differentiation.

Linc's revenue had stagnated at ~Rs 350 Cr between 2015-2019. Then the company launched its Pentonic range of pens. The key USP of
Pentonic is its unique design along with writing smoothness at affordable price of Rs. 10.

Pentonic has been a runaway success as in little over three years Pentonic now contributes over 30% of company’s revenue as against only
7% in FY19. Due to higher Gross Margin of over 40% for Pentonic, the company’s average Gross Margin which was below 35% in FY18 has
steadily increased to more than 40% in Q3FY23.

Currently, the Pentonic portfolio consists of three key products; Rs. 10 ball pen (first product launched under the Pentonic brand in FY19),
Rs. 10 gel pen and Rs. 20 ball pen B-RT. It is on the verge of launching Rs. 40 pen, the test launch for which has already undertaken in Kolkata.
Likewise, the company plans to launch a series of products across price points (Rs. 10 plus) at regular intervals as it seeks to move up the
premiumisation ladder. We believe that the success of Pentonic could translate into the success of a family of products including non-writing
instruments to be launched across the foreseeable future.

Linc 2.0: Rewriting the Growth Story
Linc has decisively undergone a paradigm shift in its business model. The company has unleashed Linc 2.0: a five-pronged strategy to drive
next leg of growth.

1) Increase touch points

2) Emphasis on higher margin products

3) Widening the stationery portfolio

4) Enhancing existing capacity

5) Improve on ESG aspect

The fundamental goal is to expand the "Range" and widen the "Reach" of its products.

Increase touch points: Earlier, Linc products were marketed through stationery stores but the extended closure of educational institutions
and stationery stores during the pandemic affected offtake. The company in consultation with Vector Consulting Group embarked upon a
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massive project of penetrating the Kirana network of India to increase their points of presence for company's products. India has over 10
million non-stationery outlets like Kirana, medical stores, pan plaza. The company has already reached over 1 lakh such outlets from mere
5000 outlets in FY20. While the throughput per such outlet is relatively small, the sheer volume of these outlets can significantly drive up

the growth.

The company’s overall reach stands at 2.4L outlets as of December 2022. It plans to double its reach by FY25.

Linc's reach expanding at brisk pace

FY18 FY19 FY20 Fy21 FY22 Jun-22

(in '000s)

B Kirana, Medical, Pan Stores B Total Touch Points

Sep-22

Dec-22

Channel wise sales split - 9MFY23

Corporate, 2%

E-Commerce,

0,
4% Modern
Trade, 4%

(Source: Company, HDFC sec)
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Region wise sales split - focused on geographical diversification

FY18 FY22

(Source: Company, HDFC sec)

Going digital (“Linc Kahi Bhi Milega”): The company graduated its conventional retailer engagement from the manual to the digital. In the
past, Linc’s sales representative would visit each retailer and collect indents of additional material they required. This would be a
painstaking exercise, limited to about 200 visits by a Linc representative per month. The app-driven approach has been complemented by
Linc’s tele-callers who engage periodically with retailers on their fresh orders and indents, doing the work that would earlier be addressed
by sales representatives. This has helped company increase its throughput while also rationalizing its inventory levels.

Further, the company has reduced its geographical concentration. In FY18, the North and East India accounted for ~73% of Linc’s revenues
which has now come down to ~67%. The company further plans to bring this down to 50%.

Emphasis on higher margin products: Pentonic range of pens yield >40% gross margins compared to <25% for lower priced products.
Increasing contribution from Pentonic has improved the company’s realisations and profit margins. Going forward, the new launches would
be at higher price points. We believe this offers a great learning opportunity for the company without any significant cost. Depending upon
the response to its products, the company shall engage in manufacturing such products in-house in the future.
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Increasing share of Pentonic and focus on high margin products is driving up avg. realizations and profit margins

Growth in average realization of Pens Focus on higher margin products
33.1%
cc3 5.62 557 5.62 28.3%  303%
25.5% 27.7 30.5%
4.aq 20.0%
453 17.2%
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(Source: Company, HDFC sec)

3) Widening the stationery portfolio: The company started its foray into full range of stationery products through its exclusive tie-up with
Deli (Asia’s largest stationery manufacturer). Stationery products are highly complementary to company’s existing portfolio as Linc can
leverage its robust distribution network to drive the sales. Deli has 1000+ SKUs and Linc is currently distributing calculators, scissors, desk
organisers and files/folders. It is expected that Deli business should add about Rs. 100 crores to the company's turnover in 3 to 4 years’ time
from the current Rs.19 Cr (9MFY23).

Additionally, the company has long standing partnership (since 1992) with Mitsubishi Pencil Co. Ltd, Japan. Through its ‘Uni-Ball’ brand, Linc
has presence across all categories of premium writing instruments such as roller pen, gel pen and ball pen.

These relationships represent an asset-light commitment to outsource stationery products from these international brands while the
company continues to deepen the manufacturing competitiveness of its writing instruments.
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Segment wise sales split (in Rs Cr)
Weriring Instruments

Particulars Q3FY22 | Q4FY22 ‘ Q1FY23 | Q2FY23 | Q3FY23
Pentonic 22.41 32.02 28.85 34.88 37.42
% of sales 26% 31% 31% 48% 30%
Linc & Others 47.72 53.47 43.45 62.21 60.21
% of sales 55% 52% 47% 52% 48%
Uni-Ball 11.91 13.67 14.65 15.37 11.91
% of sales 14% 13% 16% 13% 14%
Total 82.04 99.16 86.95 112.46 109.54
% of sales 86% 90% 89% 89% 88%
Non-writing Instruments
Particulars Q3FY22 | Q4FY22 | Q1FY23 | Q2FY23 | Q3FY23
Pentonic 0.08 0.01 0.16 0.24 0.26
% of sales 0% 0% 0% 0% 0%
Linc & Others 1.13 0.79 1.28 1.19 4.11
% of sales 1% 1% 1% 1% 3%
Deli 3.2 3.36 4.98 6.49 7
% of sales 4% 3% 5% 5% 6%
Total 4.41 4.16 6.42 7.92 11.37
% of sales 5% 4% 7% 6% 9%

(Non-writing instruments sold under Linc brand include Glue, staple pins etc. and under Pentonic brand include gumsticks, geometric box etc.)
(Source: Company, HDFC sec)

4) Enhancing existing capacity: Linc plans to double its capacity to 20 lakh pens per day. The total cost of the project is expected to be ~Rs. 50
Cr, the first phase of the expansion which will increase the capacity by 5 lakh pens per day will cost Rs 35 Cr and will be operational by
Q4FY24. Linc has its manufacturing units in Umbergaon (Gujarat) and Serakole (West Bengal). The planned expansion will be taking place
at Umbergaon. On the back of expanded capacity and with customer demand expected to be high, the company is well set to achieve ~20%
CAGR topline growth over next 3 years.

Linc outsources ~50% of its products (mostly lower end) and will continue to do so in near future. The margins on the outsourced capacity
are 2-3% lower than the company's in-house production but gives the company a required control over costs, and higher return ratios.
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5) Improve on ESG aspect” Linc has been taking various measures to achieve its sustainability goals. Pentonic’s individual plastic wrapper
packaging has been consciously substituted with paper box packaging comprising 10/20 pieces. This step has saved over 60 MT of plastic
waste in FY22. Under the company's refill more campaign, consumers are encouraged to change the refill more often rather than discarding
and buying a new pen. Notably, the profit margins are broadly similar across pens and refills.

Focused brand spends to facilitate growth

In the past the company enlisted Shahrukh Khan as brand ambassador for Linc and enlisted Katrina Kaif to promote Uni-Ball products in
India. Over the years, it has also inked sponsorship deals with multiple Indian Premier League (IPL) teams — Kolkata Knight Riders, Deccan
Chargers, Kings XI Punjab and Rajasthan Royals to enhance its mass visibility. In the past, the company has spent ~2% of its revenues on
marketing efforts. The management has guided that ad spends would be higher at ~“3% of revenues going forward.

Linc's advertiement spend trends

14 3% 4%
12 3%
10 2% 3%
8 2% 2% 2%
6 2%
4 1%
2 I 1%
0 0%

FY17 FY18 FY19 FY20 Fy21 FY22 9MFY23

I Ad Spends  ==@== Ad spends as % of sales

(Source: Company, HDFC sec)
For its tie-ups, Deli bears the entire marketing costs for its products, while Mitsubishi bears 50%.

Exports present a good opportunity

Linc has a presence in over 40 countries and has registered its brand in 50 countries. The company has emerged as the largest selling brand
in Myanmar, Yemen, Bangladesh and Sri Lanka. South-east Asia and Africa are key export markets for Linc. Exports have remain subdued
over past couple of years due to trade barriers (Covid-19 pandemic, Ukraine war), however, it has started picking up. Given the quality and
cost competitiveness of company’s products, exports present a good opportunity for the company.
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Additionally, increase in exports will be a positive development for Linc as price realization is better in certain markets abroad leading to
higher margins in export sales as compared to domestic sales.

Trends in exports
120 29% 35%
100 24%  24% 30%
30 25%
20%
60
15%
40 10%
20 5%
0 0%
FY17 FY18 FY19 FY20 FY21 FY22
B Revs. from exports (inRs Cr)  =@=% of total sales

(Source: Company, HDFC sec)

Linc Limited has entered into an agreement on April 05, 2023 in relation to an Investment in Gelx Industries Limited. Gelx is currently
engaged in the business of manufacturing and selling of writing instruments and contract manufacture of plastic products for select
customers in Kenya. Linc will acquire 60% stake in the company for $100 and line of credit of upto $500,000 as a loan carrying interest rate
as per arm’s length. The company reported sales of Rs. 7.48 Cr in CY21. This acquisition will provide Linc with an opportunity to deepen its
presence in Africa.

Financial Triggers:

Expect a revenue CAGR of 24% over FY22-25E

Linc’s revenue over FY13-19 grew at mere 3.7% CAGR due to higher competitive intensity, discontinuation of less profitable products,
unfavourable macroeconomic factors (demonetisation, rollout of GST, etc.) In FY19, it launched a path breaking product, Pentonic which
was a runaway success. However, the recovery was short-lived with breakout of Covid-19 pandemic and subsequent lockdowns. Schools
were shut for the longest period of time which further delayed the recovery for Linc. However, with complete lifting up of restrictions, the
company has reported strong set of number over past two quarters and we expect the momentum to continue.

11
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Going ahead, we expect the company to report a CAGR of 24% led by its revolutionary Pentonic brand and aided by widening reach,
enhanced capacity and increasing contribution from non-writing instruments portfolio.

Expect revenue to grow at 24% CAGR over FY22-25E

FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E

(in Rs Cr)

(Source: Company, HDFC sec)

Better product mix and cost optimisation to drive PAT growth

Prior to Pentonic, Linc had significantly higher contribution from <Rs. 10 price points which is highly fragmented and intensely competitive
market. With a view to de-commoditize its business, the company launched Pentonic. The contribution from Pentonic has reached 32%
since its launch in FY19 and this has helped company to improve its gross margins handsomely. Digital transformation in operation has
resulted in improved operating efficiencies. We expect a company to report EBITDA margins in 12.5-14% range. Higher revenue growth and
improving margin profile to drive PAT CAGR of 90% CAGR over FY22-25E.

12 </-/ ‘RE TAILRESEARCH
4



" HDFC se

Linc Ltd. &@

EBITDA to grow at ~60% CAGR over FY22-25E, EBITDA margin to expand by 693 bps over FY22-25E
o, 13.0%
100 12.1% 12.7% 14.0%
12.0%
80
10.0%
60 7.0% 8.0%
40 4.4% 6.0%
4.0%
. (]
., B ©E el 0%
FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
I EBITDA (in Rs Cr)  ==@==EBITDA Margin
Higher revenues and improving EBITDA margin to drive 90% CAGR growth in PAT over FY22-25E
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(Source: Company, HDFC sec)

Healthy balance sheet and improving return profile

On account of greenfield expansion (at Umbergoan in 2017), elongated current assets due to stuck up funds at various tax authorities post
GST as well as buyout of new office place, Linc loaded its balance sheet with debt which stood at Rs 62 Cr in March 2018. However, it has
now paid all its debt and has net cash position. Its cash reserves stood at Rs. 16 Cr as of December 2022.
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Pentonic, given the strong demand, is being sold on cash-and-carry trade basis. Additionally, adoption of digitalized and improved
distribution system has improved inventory turnover. Lower working capital requirements and improving profitability has improved
company’s cash generation while also bolstering its return profile. Linc aims to maintain a healthy, deleveraged balance sheet in the future
by financing its operations largely through cash accruals.

Steady improvement in return ratios

26.7% 33.0% 33.1%
. ()

B
24.4% 24.5%

16.1%
9.9%

6.6%

4.3%
FY18 FY19 FY20 Fy21 FY22 FY23E FY24E FY25E

=@=ROCE(%) ==®=ROE(%)

(Source: Company, HDFC sec)

Key Concerns
Raw material risk: Over 50% of the total raw materials used by the company are crude oil-based; a rise in the crude oil prices can increase

costs for the company which may not be passed over immediately.

Competition risk: The company operates in an industry that has high presence of unorganized industry. It faces intense competition
especially in Rs. 10 and below product segment.

Seasonality: Historically, Q4 has been the strongest quarter for the company due to inventory buildup at dealer level for upcoming academic
season.

Rapid digitization is a risk to the industry as consumption of pens/ink would reduce. However, the increasing penetration of electronic
devices hasn't affected the pen and paper industry much, as the growth continues unabated.

Recurrence of Covid-19 pandemic and subsequent lockdowns
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Company Overview

Incorporated in 1994 by Mr. S. M. Jalan, Linc Ltd. (formerly known as Linc Pen & Plastics Ltd.) is India’s leading manufacturer, marketer and
exporter of writing instruments and stationery products. Linc offers complete range of writing instruments through its two manufacturing
facilities located at the Umbergaon (Gujarat) and Serakole (West Bemgal). Linc is among the top three players in the organized domestic
writing instrument markers with ~8% pan India market share. Its products are exported to more than 50 countries, which contribute ~21%
of its revenues (FY22). Linc is the exclusive distributor of Mitsubishi’s Uni-ball brand in India. The company also enjoys a business-

strengthening alliance with Deli (Asia’s largest stationery manufacturer). Linc has its manufacturing units in Umbergaon (Gujarat) and
Serakole (West Bengal).

Key brands of Linc Ltd.
=2
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Gel Pen and Sall Pen

(Source: Company, HDFC sec)

Changes in Shareholding Pattern (Promoter and institutional shareholding has increased over past two quarters)
Particulars

Promoters 58.7% 58.7% 58.8% 59.3%
Institutions 0.1% 0.1% 0.1% 0.3%
Non Institutions 41.2% 41.2% 41.1% 40.4%

(Source: Company, HDFC sec)
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Industry Overview

The global writing instruments sector was valued at USS$ 15.9 billion in 2020 and was estimated to reach a market size USS 20.6 billion by
2027, growing at a CAGR rate of 3.8%. The ballpoint and gel pens market is estimated to grow at a 5.7% CAGR from USS$ 5.8 billion in 2020
to reach USS 8.5 billion by 2027, while the roller pens segment, currently accounting for 9% share of the global instruments market, is
anticipated to rise at a 4.2% CAGR during the time spanning from 2021 to 2027. The size of the writing instruments market in USA is
estimated at USS 52 billion and China’s writing instrument market size is expected to reach USS$ 33 billion, growing at a CAGR of 3.6%, over
the analysis period between 2020 to 2027; Japan and Canada are among the other significant markets growing at a CAGR rate of 0.2% and
1.3% respectively.

The global stationery products market was estimated at USS 24 billion in 2021 and forecasted to reach USS$ 30 billion during the period 2021
to 2031, growing at a CAGR of 4%. The Asia-Pacific region has the largest contribution to the global stationery industry and is expected to
reach USS 29.2 billion by 2027.

Indian writing instruments industry: The Indian writing instruments industry consists of a non-paper based stationery industry comprising
pens, pencils, markers and highlighters. Ball pens and gel pens account for the largest share in this market. The Indian stationery market
enjoys growth potential as the country has over 25 crores students studying and requiring writing instruments and other stationery
materials.

The writing instrument market size is about Rs 10,000 Cr expected to grow at over 8% per annum. ~80% of the revenue of the Indian pen
industry comes from pens that are below Rs. 15 per piece. Linc, Cello, and Reynolds are the major players in the Indian pen market in the
mass segment category, where the price of the writing instruments is below Rs. 20.
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Broad segmentation of Indian pen industry

Market Players: Parker, Mont Blanc, Cross,

Lamy, Sheaffer, among others

Premium
(>INR 400)

‘Market Players: Uni-ball, Pilot and
High Value
= _ Parker, among others
(>INR 20 - 400) .

Mass Market Market Players: Cello, Linc and
Reynold, among others
(<INR 20)

(Source: Company, HDFC sec)
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Financials
Income Statement Balance Sheet
Particulars (in Rs Cr) | FY19 | FY20  Fy21 FY22 | FY23E | Fv24E | Fy25E [l Particulars (in Rs Cr) - As at March FY19 FY20 | FY21 | FY22 FY23E| FY24E| FY25E
Net Revenues 367 397 257 355 479 576 682 SOURCE OF FUNDS
Growth (%) 10.7 8.2 | -353 38.3 34.9 20.2 18.5 Share Capital 15 15 15 15 15 15 15
Operating Expenses 342 359 246 333 421 502 593 Reserves 106 122 120 128 155 191 236
EBITDA 25 38 10 22 58 73 89 Shareholders' Funds 121 137 135 143 170 206 251
Growth (%) -1.5 50.7 | -73.4 111.7 169.1 26.2 21.3 Minority Interest 0 0 0 0 0 0 0
EBITDA Margin (%) 6.9 9.6 4.0 6.1 12.1 12.7 13.0 Total Debt 58 42 8 3 0 0 0
Depreciation 10 13 13 13 15 16 18 Net Deferred Taxes 7 5 4 4 4 4 4
Other Income 2 3 1 3 4 5 5 Total Sources of Funds 186 185 147 149 173 210 254
EBIT 17 29 -1 12 47 62 76 APPLICATION OF FUNDS
Interest expenses 6 5 3 1 1 1 1 Net Block & Goodwill 75 74 67 82 77 101 102
PBT 11 23 -4 11 46 61 75 CWIP 1 3 3 0 0 0 0
Tax 6 4 -4 3 12 16 19 Investments 0 0 0 0 0 0 0
PAT 5 19 0 8 35 46 56 Other Non-Curr. Assets 17 17 16 6 9 10 12
Share of Asso./Minority Int. 0 0 0 0 0 0 0 Total Non Current Assets 92 94 86 87 85 111 115
Adj. PAT 5 19 0 8 35 46 56 Inventories 70 83 63 65 85 102 121
Growth (%) -34.3| 274.0| -99.7 | 16180.0 324.0 32.7 22.3 Debtors 42 44 36 34 46 54 64
EPS 3.5 13.0 0.0 5.5 23.2 30.8 37.7 Cash & Equivalents 0 0 0 0 19 17 44
Other Current Assets 27 23 15 15 10 13 15
Total Current Assets 140 150 114 114 161 186 244
Creditors 26 42 38 40 54 65 77
Other Current Liab & Provisions 21 17 14 12 20 24 29
Total Current Liabilities 47 59 53 52 74 89 105
Net Current Assets 94 91 61 62 87 97 139
Total Application of Funds 186 185 147 149 173 210 254
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Cash Flow Statement Key Ratios
Particulars (in Rs Cr) FY19  FY20 FY21| FY22| FY23E| FY24E| Fy25E M Particulars . FY19 | FY20 FY21 | FY22  FY23E  FY24E  FY25E
Reported PBT 11 23 -4 11 46 61 75 Profitability Ratios (%)
Non-operating & EO items -3 -3 0 0 -3 -2 -2 EBITDA Margin 6.9 9.6 4.0 6.1 12.1 12.7 13.0
Interest Expenses 6 5 3 1 1 1 1 EBIT Margin 4.7 7.2 -04 3.3 9.8 10.8 11.1
Depreciation 10 13 13 13 15 16 18 APAT Margin 1.4 4.9 0.0 2.3 7.2 8.0 8.2
Working Capital Change 11 6 34 -1 -6 -12 -15 RoE 4.3 15.0 0.0 5.9 22.1 24.4 24.5
Tax Paid -3 -6 2 -3 -12 -16 -19 RoCE 9.6 16.1 -0.7 8.0 29.7 33.0 33.1
OPERATING CASH FLOW (a) 33 38 47 20 41 48 58 Solvency Ratio (x)
Capex -17 -14 -4 -14 -11 -40 -20 Net Debt/EBITDA 2.3 1.1 0.8 0.1 -0.3 -0.2 -0.5
Free Cash Flow 16 25 43 6 30 8 38 Net D/E 0.5 0.3 0.1 0.0 -0.1 -0.1 -0.2
Investments 0 0 0 0 0 0 0 Per Share Data (in Rs)
Non-operating income 0 0 0 0 0 0 0 EPS 3.5 13.0 0.0 5.5 23.2 30.8 37.7
INVESTING CASH FLOW (b)) -17 -14 -4 -14 -11 -40 -20 CEPS 10.6 214 8.6 14.1 33.3 41.4 50.1
Debt Issuance / (Repaid) -8 -16 -38 -5 -3 0 0 Book Value 81.5 92.1 90.6 96.1 114.3 138.6 168.7
Interest Expenses -6 -5 -3 -1 -1 -1 -1 Dividend 1.5 1.5 0.0 1.8 5.0 6.5 7.5
FCFE 2 3 3 1 27 8 38 Turnover Ratios (days)
Share Capital Issuance 0 0 0 0 0 0 0 Debtor days 44 39 56 36 31 32 31
Dividend -2 -2 -2 0 -7 -10 -11 Inventory days 74 71 104 65 57 60 60
FINANCING CASH FLOW (c) -16 -24 -43 -6 -11 -10 -12 Creditors days 27 31 57 40 36 38 38
NET CASH FLOW (a+b+c) 0 1 1 1 19 -2 27 Valuation (X)
P/E 170.8 45.9 17683.4 108.6 25.6 19.3 15.8
One-year Share Price Data P/BV 73| 65 6.6 6.2 5.2 4.3 35
650 EV/EBITDA 37.1 24.2 87.7 41.2 14.9 11.9 9.5
550 EV / Revenues 2.6 2.3 3.5 2.5 1.8 1.5 1.2
450 Dividend Yield (%) 0.3 0.3 0.0 0.3 0.8 1.1 1.3
Dividend Payout 43.1 11.6 0.0 32.9 21.5 21.1 19.9
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HDFC Sec Retail Research Rating description

Green Rating stocks

This rating is given to stocks that represent large and established business having track record of decades and good reputation in the industry. They are industry leaders or have significant market share. They have multiple streams of cash flows and/or strong balance sheet to withstand downturn in
economic cycle. These stocks offer moderate returns and at the same time are unlikely to suffer severe drawdown in their stock prices. These stocks can be kept as a part of long term portfolio holding, if so desired. This stocks offer low risk and lower reward and are suitable for beginners. They offer
stability to the portfolio.

Yellow Rating stocks
This rating is given to stocks that have strong balance sheet and are from relatively stable industries which are likely to remain relevant for long time and unlikely to be affected much by economic or technological disruptions. These stocks have emerged stronger over time but are yet to reach the
level of green rating stocks. They offer medium risk, medium return opportunities. Some of these have the potential to attain green rating over time.

Red Rating stocks
This rating is given to emerging companies which are riskier than their established peers. Their share price tends to be volatile though they offer high growth potential. They are susceptible to severe downturn in their industry or in overall economy. Management of these companies need to prove
their mettle in handling cyclicality of their business. If they are successful in navigating challenges, the market rewards their shareholders with handsome gains; otherwise their stock prices can take a severe beating. Overall these stocks offer high risk high return opportunities.

Disclosure:

1, Harsh Sheth, Research Analyst, MCom, 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. SEBI conducted the inspection and based on their observations have issued advise/warning. The said observations
have been complied with. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of
the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.

Any holding in stock - No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk appetite or the particular circumstances of an individual investor; readers are requested to
take professional advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies referred to in this document (including merits and
risks) and should consult their own advisors to determine merits and risks of such investment. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from 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. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update this report for such
changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or
what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It
should not be considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services for, any company
mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (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.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs,
reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.
As regards the associates of HSL please refer the website.

HSL 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 company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t 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 in the normal course of business.

HSL 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 HSL nor Research Analysts 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. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

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. We have not received any compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INHO00002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
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