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About the Company

Flair Writing Instruments Limited (FWIL) is among the top three players in the overall writing
and creative instruments with a market share of approximately 9% in India as of Mar'23. FWIL
has enjoyed a market presence of over 45 years with an extensive range of products across
various price points and cater to a broad range of consumers, including students, professionals
and offices. FWIL manufactures and distribute writing instruments including pens, stationery
products and calculators, leveraging the brand, strong distribution network and manufacturing
capabilities diversified into manufacturing house ware products and premium steel bottles
largely for exports.

Leader in writing brands products in various price points

FWIL manufactures quality products, enjoys strong distribution and retail capabilities and are able
to partner with various international brands in the writing instruments industry. FWIL products are
sold under the “Flair” and “Hauser” brand for mass markets, “ZO0X” for mid premium segment
and “Pierre Cardin” for premium segment for writing instruments and stationery products. FWIL
launched a range of “Flair Creative” products in FY21 cumulatively moving the product basket to
727 different product SKU as of Jun'23.

New businesses to drive growth

FWIL through one of the subsidiaries FWEPL forayed into manufacturing a wide range of house
ware products and premium steel bottles for exports of one of its esteemed OEM clients leveraging
its strength utilizing some of its IPO proceeds for the business to build its manufacturing plant
in Valsad, Gujarat. According to CRISIL, the steel bottle industry in India is projected to grow
at a CAGR of 14-16% between FY23-28. FWIL expanded their product offering and competitive
advantage by diversifying their product range, primarily through the introduction of art materials
and stationery products to serve a wider consumer base and tap the younger age groups as the
industry is expected to grow at 7.7% — 8.4% CAGR over FY23-28.

Largest exporter and strong domestic distribution network

FWIL had relationships with 54 international distributors with sales of 20% for FY23 in 77 countries
with a market share of 7.1% in the export of writing and creative instruments and consistently
received the award. FWIL products reach consumers through a diverse nationwide sales and
distribution network, consisting of 131 super stockists, 7754 distributors and direct dealers,
315000 wholesalers and retailers, as of Jun'23 which helps them to understand consumer
preferences and receive market feedback. The revenue breakup is pretty strong in the North-
South region for 70% of the sales while East-West region contribution is at 30% for FY23.

Financials in Brief

On the financial front, the company reported a turnover of Rs 298 Crs, Rs577 Crs and Rs943 Crs
for FY21, FY22 and FY23 respectively, on a consolidated basis. It posted net profit of Rs 1 Crs, Rs55
Crs and Rs 118 Crs respectively for the aforementioned period. FWIL 11 manufacturing plants has
a combined production capacity of 202 Crs pieces pa with a capacity utilization of 73% for FY23.
FWIL aims to develop innovative technology and focus on innovative designing and automation
across all segments manage their operating costs through the introduction of automatic and
semi-automatic assembly and packing machines and upgrade their existing machinery and
purchase new machinery from the IPO proceeds.

Our View

FWIL has established a consistent track record of strong and consistent financial performance,
with strong improvement in margins as FY21 was a washout year for writing instruments due
to lockdown in schools and offices Revenues and PAT both have improved over the past few
years and improvement in margins would continue with new products in various categories
and individual strong brands at various price points pushing the growth trajectory in the coming
years. FWIL being one of the leaders in writing instruments both in domestic and exports market,
industry leading profitability, experienced promoters by a strong professional team, faster growth
of 14% CAGR compared to 5.5% for industry for FY17-23, strong dominance in its categories, debt
free are the key investment positives. Therefore we recommend a SUBSCRIBE to the issue.

IPO Details

Price Band (Rs) 288-304
Face Value (Rs) 5
Issue Open/Closing Date 22-Nov-23/24-Nov-23
Fresh Issues (Crs) 292.0
OFS (Crs) 301.0
Total Issue (Crs) 593.0
Minimum Bid Qty. (Nos) 49
QIB / HNI / Retail 50%/15%/35%
Implied Market Cap (Rs Crs)* 3,204

*At higher band

Obiject of the Issue

» New Plant and expansion and up gradation works
in subsidiaries.

Repayment in full or part of borrowings.
General Corporate purposes.

Strengths

» Leader in writing brands products in various price
points.

> Historical  track-record  of industry-leading
profitability.

» High quality manufacturing at a large scale and
distribution network for sales.

> Largest exporter and ability to partner with
international brands.

Key Risk

> Sharp rise in input costs of plastic polymer prices.

> Price sensitive products and stiff competition.

Shareholding (%) Pre-Issue  Post-Issue
Promoters 97.5 79.2
Others 2.5 20.8
Key Financials

(Rs Crs) FY21 FY22 FY23
Revenue 298 577 943
EBITDA 23 98 184
EBITDA Margin (%) 7.7 16.9 19.5
PAT 1.0 552 18.1
PAT Margin (%) 0.3 9.6 12.5
EPS (Rs) 0.1 59 12.7
RocE (%) 0.4 18.9 312
ROE (%) 522 459 39.9
NAV (Rs.) 28.3 34.3 46.9
Networth 265 320 438

Source: RHP

Senior Research Analyst:

Vikas Jain
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Email : vikas.i.jain@relianceada.com

-} |



ReLI/ANCe SECURITIES A RELIANCE CAPITAL COMPANY

Exhibit 1: Indian writing and creative instruments industry, by manufacturer’s realisation
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Note: E: Estimated; P: Projected
Source: RHP, CRISIL MI&A

Exhibit 2: Writing and creative instruments industry at manufacturer’s realisation and at maximum retail price (MRP)
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Note: MRP level values are calculated based on typical markups obtained through industry interactions
E: Estimated; P: Projected
Source: RHP, CRISIL MI&A

Exhibit 3: Trend among organised and unorganised players in industry Share of organised players in Financial Year 2023
FY21-23 CAGR :
Unorganised players,
FY17-20 CAGR Organised players : 41.9% 20-22%,
Organised players : 6.2% Unorganised players: 26.3%

Unorganised players: 0.0%  ———————— —»>

FY17 FY18 FY19 FY20 FY21 FY22 FY23E
m Organised (Rs billion)  mUnorganised (Rs billion) players, 78-80%

Organised

Note: E: Estimated
Source: RHP, CRISIL MI&A
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Exhibit 4: Share of organised vs unorganised players in Indian writing and creative instruments industry
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E: Estimated; P: Projected
Source: RHP, CRISIL MI&A

Exhibit 5: Growth of key seven players in organised writing and creative instrument industry

Key 7 organized players 8.6% 52.7% 8.7%
Remaining organized players 2.6% 26.5% 3.9%
Overall organized segment 6.2% 41.9% 6.9%
Owerall unorganized segment 0.0% 26.3% (0.7)%%
Owverall writing and creative instruments industry 5.6% 38.3% 5.5%

E - Estimated as per industry interactions
Source: RHP, CRISIL MI&A

Exhibit 6: Qualitative overview of pen segment

Driven by volume

Price points are crucial

Difficult to increase prices

Brand recall is moderate due to impulsive buying in most cases
Focus group: students, corporate supplies

Essential to have deep retail penetration

Mass-market pens

Driven by prices

Premium is built on product branding

Brand leverage is high

Focus group: professionals, corporate gifting

Premium pens

Source: RHP, Industry, CRISIL MI&A

Exhibit 7: Qualitative overview of key users

Students *  Driven by volume
* Price points are crucial

* Driven by volume for day-to-day use (corporate supplies)

Corporates

* Driven by prices for corporate gifting

Others like artists : Dr!ven by pmdl.‘f:t mix
¢ Driven by usability

Source: RHP, Industry, CRISIL MI&A
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Exhibit 8: Steel bottle industry in India
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E: Estimated; P: Projected
Source: RHP, CRISIL MI&A

Exhibit 9: Export trends in the domestic steel bottle industry
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Source: RHP, DGFT, CRISIL MI&A

Exhibit 10: Our other operational manufacturing plants are versatile in that any of our products can be manufactured at any of our
operational plants

Source: RHP
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Exhibit 11: Manufacturing Facilities and Other Properties

Valsad Building-II and Valsad Buii‘ing—IH

Source: RHP
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Disclaimer:

Reliance Securities Limited (RSL), the broking arm of Reliance Capital is one of the India’s leading retail broking houses. Reliance Capital is amongst India’s leading and most valuable
financial services companies in the private sector. Reliance Capital has interests in asset management and mutual funds, life and general insurance, commercial finance, equities and
commodities broking, wealth management services, distribution of financial products, private equity, asset reconstruction, proprietary investments and other activities in financial services.
The list of associates of RSL is available on the website www.reliancecapital.co.in. RSL is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014

General Disclaimers: This Research Report (hereinafter called ‘Report) is prepared and distributed by RSL for information purposes only. The recommendations, if any, made herein are
expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security
through RSL nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective securitylies) referred to herein. These information / opinions /
views are not meant fo serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein. Recipients of this Report should rely
on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before
executing any frades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by
RSL to be reliable. RSL or its directors, employees, dffiliates 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, dffiliates or
representatives of RSL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the
information / opinions / views contained in this Report.

Risks: Trading and investment in securities are subject to market risks. There are no assurances or guarantees that the objectives of any of trading / investment in securities will be achieved.
The trades/ investments referred to herein may not be suitable to all categories of traders/investors. The names of securities mentioned herein do not in any manner indicate their prospects
or returns. The value of securities referred to herein may be adversely affected by the performance or otherwise of the respective issuer companies, changes in the market conditions,
micro and macro factors and forces affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk. Derivative products may also be affected by various risks
including but not limited to counter party risk, market risk, valuation risk, liquidity risk and other risks. Besides the price of the underlying asset, volatility, tenor and interest rates may affect
the pricing of derivatives.

Disclaimers in respect of jurisdiction: The possession, circulation and/or distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action
has been or will be taken by RSL in any jurisdiction (other than India), where any action for such purposels) is required. Accordingly, this Report shall not be possessed, circulated and/
or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. RSL requires such recipient to
inform himself about and to observe any restrictions at his own expense, without any liability to RSL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the
Courts in India.

Disclosure of Interest: The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions
in respect of the securities and their respective issuers. None of RSL, research analysts, or their relatives had any known direct /indirect material conflict of interest including any long/short
position(s) in any specific security on which views/opinions have been made in this Report, during its preparation. RSL's Associates may 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. RSL, its Associates, the research analysts, or their relatives might
have financial interest in the issuer company(ies) of the said securities. RSL or its Associates may have received a compensation from the said issuer companylies) in last 12 months for the
brokerage or non brokerage services.RSL, its Associates, the research analysts or their relatives have not received any compensation or other benefits directly or indirectly from the said
issuer company(ies) or any third party in last 12 months in any respect whatsoever for preparation of this report.

The research analysts has served as an officer, director or employee of the said issuer company(ies)?: No

RSL, its Associates, the research analysts or their relatives holds ownership of 1% or more, in respect of the said issuer company(ies).?: No

Copyright: The copyright in this Report belongs exclusively to RSL. This Report shall only be read by those persons to whom it has been delivered. No reprinting, reproduction, copying,
distribution of this Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent of RSL.

RSL's activities were neither suspended nor have defaulted with any stock exchange with whom RSL is registered. Further, there does not exist any material adverse order/judgments/
strictures assessed by any regulatory, government or public authority or agency or any law enforcing agency in last three years. Further, there does not exist any material enquiry of
whatsoever nature instituted or pending against RSL as on the date of this Report.

Important These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views of which they form part of.

RSL CIN: U65990MH2005PLC154052. SEBI registration no. (Stock Broker: INZ000172433, Depository Participants: CDSL IN-DP-257-2016 IN-DP-NSDL-363-2013, Research Analyst:
INHO00002384); AMFI ARN No.29889.
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