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Margin Headwinds Weigh on Earnings; Maintain BUY

Est. Vs. Actual for Q1FY27: Revenue — INLINE; EBITDA — MISS ; PAT — MISS
Changes in Estimates Post Q1FY27

FY27E/FY28E — Revenue: 0%/0%; EBITDA: -6%/-12%; PAT: -8%/-15%

Recommendation Rationale

Revenue Performance: DOMS reported revenue growth of 19.2% YoY in Q1FY27, driven by
robust domestic demand, healthy volume growth, and a strong back-to-school season. The
company also implemented calibrated price hikes, resulting in a marginal increase in average
selling prices to partially offset the sharp volatility in raw material costs. Growth was broad-
based across all core categories, with Scholastic Stationery, Scholastic Art Material, and Paper
Stationery delivering strong performance, supported by seasonal demand, recent product
launches, and capacity expansions.

Margin Pressure: DOMS' profitability remained under pressure in Q1FY27, with gross margins
contracting 398 bps YoY to 38.2%, primarily due to a ~20% increase in raw material costs amid
the ongoing West Asia conflict. Consequently, EBITDA declined 16.4% YoY, with EBITDA
margin contracting by 525 bps. Profitability was further impacted by higher employee benefit
expenses related to a fresh tranche of ESOP grants and increased headcount, along with
elevated other operating expenses incurred for the channel partners' meet and the ceremonial
inauguration of the first building at the company's 50+ acre manufacturing facility.

Growth Guidance: Management remains positive on the domestic demand outlook and has
reiterated its FY27 revenue growth guidance of 18—20%, supported by volume-led growth,
market share gains, expanded capacity, and a stronger product portfolio. However, margin
visibility remains limited due to continued volatility in raw material prices amid the evolving West
Asia situation. While the company has undertaken calibrated price hikes to partially offset input
cost inflation, it remains focused on preserving volume growth. Management expects
commodity costs to normalize over time and remains confident of restoring EBITDA margins to

the 16—17% range once input prices stabilize.

Sector Outlook: Positive

Company Outlook & Guidance: We maintain our BUY recommendation on the stock,

underpinned by its strong long-term growth prospects. However, we have revised down our

FY27/FY28 margin estimates to factor in the sharp increase in raw material costs and continued

input cost volatility arising from ongoing global geopolitical uncertainties.
Current Valuation: 55xJun’28E EPS (Earlier Valuation: 55xMar’28E EPS)
Current TP: Rs 2,690/share (Earlier TP: Rs 2,920/share).
Recommendation: We maintain our BUY rating on the stock.

Financial Performance: DOMS reported revenue growth of 19.2% YoY, driven by back-to-school
demand. EBITDA degrew by 16.4% YoY, while margins contracted by 525 bps to 12.3% due to
higher Opex and gross margin contraction. Net profit stood at Rs 44 Cr, down 22.3% YoY.

Key Financials (Consolidated)

(Rs Cr) QIFY27  QoQ (%)  YoY (%)  Axis Est. Var(i;‘);‘ce
Net Sales 671 11.0 19.2 675 0.6)
EBITDA 83 (18.2) (16.4) 104 (20.8)
EBITDA Margin (%) 12.3 -440 bps -525 bps 154 -313 bps
Net Profit 44 (21.6) 22.3) 61 (26.9)
EPS (Rs) 7 (21.6) (22.3) 10 (26.9)

Source: Company, Axis Securities Research

Result Update DOMS Industries Ltd

BUY

Target Price

2,690

(CMP as of 04" August, 2026)

CMP (Rs) 2,254
Upside /Downside (%) 19%
High/Low (Rs) 2,764/2,006
Market cap (Cr) 13,676
Avg. daily vol. (m) Shrs’000. 204
No. of shares (Cr) 6
Shareholding (%)
Dec-25 Mar-26  Jun-26
Promoter 70.4 70.4 63.4
Flls 8.4 7.6 75
MFs / UTI 16.0 16.6 21.9
Banks / Fls 0.0 0.0 0.0
Others 5.3 5.4 7.2
Financial & Valuations
Y/E Mar (Rs Cr) FY26 FY27E FY28E
Net Sales 2,326 2,780 3,392
EBIDTA 403 372 480
Net Profit 230 207 275
EPS, Rs 37.9 34.1 45.4
PER, x 59.4 66.1 49.7
EV/EBITDA, x 34.0 36.8 28.5
ROE, % 18.9 14.7 16.6
Change in Estimates (%)
Y/E Mar FY27E FY28E
Sales 0% 0%
EBITDA -6% -12%
PAT -8% -15%
Relative Performance
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DOMS Industries Ltd. e BSE Sensex

Source: Ace Equity, Axis Securities
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Outlook

The company has been executing several strategic initiatives over the past few years, which are expected to support its growth trajectory
over the coming years. Key initiatives include: 1) End-to-End Operational Management: The company remains focused on improving
operational efficiency while maintaining high product quality. The upcoming 44-acre greenfield manufacturing facility is expected to further
strengthen production capabilities and support future growth. 2) Product Portfolio Expansion: DOMS continues to expand into the larger pens
category, moving beyond its traditional strength in pencils, thereby diversifying its product portfolio. In addition, its entry into the fast-growing
bags, toys, and baby hygiene segments is expected to create new growth opportunities. 3) Distribution Expansion: DOMS has expanded its
distribution network to 1,45,000 outlets and sees significant headroom to increase its reach to around 3,00,000-3,50,000 outlets, particularly
across eastern and southern India and smaller towns. 4) Strategic Partnership with FILA: The partnership with FILA is expected to strengthen
DOMS' global presence while enabling it to leverage FILA's R&D capabilities, providing a sustainable long-term competitive advantage. 5)
Baby Hygiene Business Scale-Up: The company continues to scale up its Uniclan business, which is expected to achieve operating leverage
over time and move towards its long-term EBITDA margin target of around 10%. 6) Strengthening Core Categories: Management remains
focused on expanding its core product categories, including writing instruments, ball pens, and highlighters, which continue to offer steady
demand and significant growth potential. 7) Import Substitution Opportunity: Higher import costs arising from currency depreciation provide
an opportunity for DOMS to leverage its strong brand, improve competitiveness, and gain market share. 8) SKIDO Expansion: The company
continues to strengthen the SKIDO brand through new product launches and focused brand-building initiatives. 9) Export Recovery: Exports
to FILA are expected to recover following the easing of US tariffs and recalibrated pricing, improving growth visibility. Collectively, these
strategic initiatives are expected to strengthen the company's competitive positioning and drive sustainable long-term growth.

Valuation & Recommendation

Given this thesis, we expect the company to report Revenue/EBITDA/PAT growth of 21%/11%/11% CAGR over FY25-28E. Consequently,
we maintain our BUY rating and value the company at 55x Jun’28E EPS, arriving at a TP of Rs 2,690/share, implying an upside of
19% from the CMP.

Other Key Concall Highlights

e Acquisition of Reynolds: Management stated that the Reynolds acquisition and asset integration are progressing as planned, with
the integration of key personnel and the transfer of assets to the Umargam facility now complete. Manufacturing under the Reynolds
brand is expected to commence by the end of Q2FY27, in line with the commissioning of the first phase of the company's 50+ acre
greenfield facility, which is expected to gradually unlock the brand's growth potential. While initial integration costs may have a marginal
near-term impact on margins, management remains optimistic about the long-term strategic benefits. The acquisition significantly
strengthens DOMS' writing instruments portfolio, with Reynolds' strong presence in the Rs 10-100 price segment complementing the
company's existing product range and enhancing its pricing architecture. Leveraging Reynolds' strong brand equity and legacy, DOMS
plans to expand its office supplies portfolio through multiple product launches, broaden its customer reach across generations,
strengthen distribution by onboarding new channel partners, and enhance manufacturing capabilities through the integration of acquired
assets and moulds.

e CapEx Update: The company incurred CapEx of Rs 293 Cr in FY26 towards land development, land acquisition, and plant & machinery,
while FY27 CapEx is expected to be around Rs 250 Cr. Management expects the company to remain in a high CapEx phase over the
next three years, driven by continued investments in manufacturing facilities, moulding capacity, and higher construction costs. The
50+ acre greenfield project remains on track, with over 300,000 sq. ft. of operational area, and the first writing instruments facility is
expected to be commissioned by Q2FY27. Additional land acquired in Umargam, along with the relocation of assets and moulds from
Reynolds' Chennai plant, will support near-term capacity expansion and long-term growth. During Q1FY27, the company incurred
CapEx of Rs 100 Cr, primarily towards capital investments.

e  Exports Update: Exports, which account for around 12% of total sales, remained flat during the quarter due to weak demand in Europe
amid inflationary pressures and subdued consumer sentiment, while demand in West Asia, contributing around 2% of sales, had not
fully recovered. Export performance was further impacted by disruptions in West Asia, resulting in longer transit times, higher freight
costs, and shipment delays. However, with new pencil manufacturing capacity coming online, management expects exports to improve,
as 25-30% of wooden pencil sales are export-driven. Exports are expected to contribute 13—15% of overall sales for the full year.

Key Risks to Our Estimates and TP
e  Volatility in raw material prices.

. Export slowdown

. Increase in the competitive intensity.

. Higher valuation.

. Global uncertainity




Change in Estimates

(Rs Cr) Old Est.
FY27E FY28E

Revenue 2,780 3,392
EBITDA 395 543
PAT 224 323
EPS 37 53

Source: Company, Axis Securities Research

Results Review
(Rs Cr) Q1FY26 Q4FY26
Net Sales 562 604
Gross Profit 237 268
Gross Margin (%) 42.1 44.3
Employee Expenses 76 86
Other Expenses 62 81
EBITDA 99 101
EBITDA Margin (%) 17.6 16.7
Oth. Inc 4 4
Interest 3 3
Depreciation 20 23
EO items - -
PBT 79 79
Tax 20 21
Minority interest 2 Q)
Share of profit of associate ©) 0
PAT 57 57
EPS 9.4 9.3

Source: Company, Axis Securities Research

Revised Est.
FY27E FY28E
2,780 3,392
372 480
207 275
34 45
Axis Est. Q1FY27
675 671
280 256
41.5 38.2
96 94
80 79
104 83
15.4 12.3
5 4
3 2
24 23
82 61
21 16
= ()
- 0)
61 44
10.0 7.3

FY27
0%
-6%
-8%

-8%

% Change
(YoYy)

19.2
8.0
-398 bps
23.4
27.8
(16.4)
-525 bps
(11.3)
(42.2)

14.6

(22.9)

(21.6)

(22.3)

(22.3)

% Revision

E

% Change
(QoQ)

11.0
(4.5)
-618 bps
95
2.1)
(18.2)
-440 bps
(3.6)
(32.5)

0.8

(22.5)

(23.4)

(21.6)

(21.6)

FY28E

0%
-12%
-15%

-14%

Axis Est.
Var (%)

(0.6)
(8.6)
-335 bps
1.3
1.7)
(20.8)
-313 bps
(15.5)
(33.2)

a.1)

(25.7)

(25.8)

(26.9)

(26.9)




Financials (Consolidated)

Profit & Loss

Y/E Mar

Net sales

Growth, %

Total income

Raw material expenses
Employee expenses
Other Operating Expenses
EBITDA (Core)
Growth, %

Margin, %
Depreciation

EBIT

Growth, %

Margin, %

Interest paid

Other Income
Non-recurring Items
Pre-tax profit

Tax provided

Profit after tax
Growth, %

Net Profit (adjusted)
Unadj. shares (Cr)
Wtd avg shares (Cr)

Source: Company, Axis Securities Research

Balance Sheet

Y/E Mar

Cash & bank
Marketable securities at cost
Debtors

Inventory

Other current assets
Total current assets
Investments

Gross fixed assets
Less: Depreciation
Add: Capital WIP
Net fixed assets
Non-current assets
Total assets

Current liabilities
Provisions

Total current liabilities
Non-current liabilities
Total liabilities

Paid-up capital
Reserves & surplus
Shareholders’ equity
Total equity & liabilities

Source: Company, Axis Securities Research

FY26
2,326
216
2,326
(1,311)
(329)
(284)
403
15.5
17.3
(88)
314
13
14
(11)
19

322
(83)
240
13.8
230

FY26
62

164
377
35
639

1,125
(332)
162
955
105
1,712

294
26
320
307
628
61
942
1,085
1,712

FY27E
2,780
19.5
2,780
(1,613)
(405)
(390)
372
(7.5)
13.4
(106)
267
(15)
10
9)
20

278
(71)
207
(10.1)
207

FY27E
52

196
451
35
735

1,345
(438)
162
1,069
105
1,922

318
26
345
90
435
61
1,345
1,488
1,922

FY28E
3,392
22.0
3,392
(1,952)
(498)
(463)
480
28.8
14.1
(124)
355
33
10
(8)
22

369
(94)
275
33.0
275

FY28E
100

239
550
35
925

1,565
(562)
162
1,165
105
2,207

351
26
378
90
468
61
1,597
1,740
2,207

(Rs Cr)

FY29E
4,138
22.0
4,138
(2,361)
(612)
(549)
616
28.3
14.9
(143)
472
33
11
(7)
24

490

(125)
365

32,5
365

(Rs Cr)

FY29E
229

291
671
35
1,228

1,785
(706)
162
1,241
105
2,587

391
26
418
90
508
61
1,936
2,079
2,587




Cash Flow (Rs Cr)

Y/E Mar FY26 FY27E FY28E FY29E
A Cash flow from operating activities
Profit before tax 322 278 369 490

Adjustments to reconcile profit before tax to net cash flows:

Depreciation and amortization expense 88 106 124 143
finance Cost 11

Interest Income 9)

Provision for doubtful debt 5

Provisions no longer require written back 0)

CSR 4

ESOP 7

Gain in Disposable PPE (0)

Loss on sale of investments in subsidiary companies (0)

Impairment Loss (0)

Unrealised Foreign exchange loss/gain (1)

Operating profit before working capital changes 421 383 494 633

Movements in Working Capital:

Decrease/(Increase) in trade & other receivables (28) (32) (43) (53)
Decrease /(Increase) in inventories (80) (74) (99) (121)
Increase/(Decrease) in trade Payables 12 24 33 40
Increase/(Decrease) in short term provisions 9

Increase/(Decrease) in long term provisions

Decrease/(Increase) in other current assets 4)

Decrease/(Increase) in other current financial assets 3

Increase/(Decrease) in other current liabilities 1

Increase/(Decrease) in other financial liabilities 5

Change in Working Capital (82) (81) (109) (133)

Changes in non-current assets and liabilities

Decrease/(Increase) in long term advances

Increase/(Decrease) in Provisions

Decrease/(Increase) in other non-current financial assets

Decrease/(Increase) in other non-current assets

Decrease/(Increase) in other financial assets

Changes in non-current assets and liabilities - - - -

Cash generated from operations 339 302 385 500
Less: Taxes paid (net of tax refund) (85) (71) (94) (125)
Net cash flow from operating activities 254.3 232 291 375
Cash Flow from Investing Activities:

Purchase of Property, Plant and Equipment (281) (220) (220) (220)
Acquisition of sub. Net of cash (28)

Proceeds from the sale of Property, plant and equipment 0

Investment in associates 0)

Investment in fixed assets 196

Proceeds from the sale of investments in subsidiary companies (50)

Interest received (finance income) 14

Net Cash Flow Used in Investing Activities: (149) (220) (220) (220)
Net Cash Flow from Financing Activities:

Dividend paid to equity shareholders (21) (23) (25)
Proceeds from fresh issue

Share issue expenses av7)

Proceeds/Repayment of long-term borrowings 2

Interest paid (29)

Repayment of lease liability (22)

Proceeds/Repayment of short-term borrowings (45)



Finance Cost paid
(Decrease) in Working Capital Demand Loan & Cash Credit
Net Cash Used in Financing Activities:

Net Change in cash & cash equivalents
Cash & cash equivalents as of the beginning of the year
Cash & cash equivalents as of the end of the year

Source: Company, Axis Securities Research

Ratio Analysis

Y/E Mar
Per Share data
EPS (Rs)
Growth, %
Book NAV/share (Rs)
FDEPS (Rs)
CEPS (Rs)
CFPS (Rs)
Return ratios
Return on assets (%)
Return on equity (%)
Return on capital employed (%)
Turnover ratios
Asset turnover (x)
Sales/Total assets (x)
Sales/Net FA (x)
Working capital/Sales (x)
Receivable days
Inventory days
Payable days
Working capital days
Liquidity ratios
Current ratio (X)
Quick ratio (x)
Total debt/Equity (%)
Valuation
PER (x)
PEG (x) YoY growth
Price/Book (x)
EV/Net sales (x)
EV/EBITDA (x)
EV/EBIT (x)

Source: Company, Axis Securities Research

FY26

37.9
13.8
165.2
37.9
52.4
73.7

585!
18.9
22.2

2.3
1.4
2.7
0.1
25.7
59.2
23.7
44.5

2.2
0.9
0.2

59.4
4.3
13.6
5.9
34.0
43.6

(12)

(113) (21)
(7 9)
60 53

53.5 44

FY27E

34.1

(10.1)
231.6
34.1
51.5

(0.9)

11.9
14.7
16.6

2.2
15
2.7
0.1
25.7
59.2
22.7
47.9

2.3
0.9
0.1

66.1
(6.5)
9.7
4.9
36.8
51.4

(23)
47

44
91

FY28E

45.4
33.0
273.1
45.4
65.9
44.2

13.7
16.6
19.1

2.2
1.6
3.0
0.1
25.7
59.2
22.9
51.0

2.6
11
0.1

49.7
15
8.3
4.0

285

385

(25)
129

91
221

FY29E

60.1
325
329.0
60.1
83.7
57.8

15.5
18.3
21.5

2.4
1.7
3.4
0.1
25.7
59.2
23.1
53.6

3.1
1.4
0.1

37.5
1.2
6.8
3.3

22.0

28.7

(%)




DOMS Industries Price Chart and Recommendation History
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financial interests or actual/beneficial ownership of one per cent or more or other material conflicts of interest in various companies, including the subject
company/companies mentioned in this report. Axis Securities may have issued other reports that are inconsistent with and reach different conclusions from
the information presented in this report. Certain transactions-including those involving futures, options and other derivatives as well as non-investment grade
securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centre on studying charts of a stock's price
movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or
short positions in, and buy or sell the securities thereof, of 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 subject company/company (ies) discussed herein or
act as advisor or lender/borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related
information and opinions at the time of publication of Research Report or at the time of public appearance. Axis Securities may have proprietary long/short
positions in the above-mentioned scrip(s) and therefore may be considered as interested. This should not be construed as an invitation or solicitation to do
business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independently
of the PCG research, and accordingly, PMS may have positions contrary to the PCG research recommendation.

This research report is issued in India by Axis Securities Limited in accordance with the Securities and Exchange Board of India (Research Analysts)
Regulations, 2014. It is intended solely for persons residing in India. The report is not directed at or intended for distribution to, or use by, any person or entity
resident in the United States of America, Canada, or in any jurisdiction where such distribution, publication, availability, or use would be contrary to applicable
securities laws, including the U.S. Securities Exchange Act of 1934, regulations of the U.S. Securities and Exchange Commission (SEC), and regulations of
the Canadian Securities Administrators (CSA).

RATING SCALE: Definitions of ratings

Ratings Expected absolute returns over 12 — 18 months

BUY More than 10%

HOLD Between 10% and -10%

SELL Less than -10%

NOT RATED We have forward-looking estimates for the stock, but we refrain from assigning a valuation and recommendation.
UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events.

NO STANCE We do not have any forward-looking estimates, valuations or recommendations for the stock.

Note: Returns stated in the rating scale are our internal benchmark.
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