Rashi Peripherals Ltd. SUBSCRIBE

IPO Note

Company Overview

Established in 1989 and having over 34 years of experience, Rashi Peripherals Ltd. is a leading na-
tional distribution partner for global technology brands in India for information and communication
technology (ICT) products. Initially, the company started as a manufacturer of peripherals but due to
the liberalization of the economy in 1991, the company transitioned into distribution of ICT products
of global technology brands in India. The company primarily operates in two business verticals,
namely (i) Personal Computing, Enterprise, and Cloud Solutions (PES) and (ii) Lifestyle and IT Es-
sentials (LIT). Under PES, the company is primarily engaged in the distribution of personal compu-
ting devices, enterprise solutions, embedded products, and cloud computing. The LIT business ca-
ters to the distribution of products such as graphic cards, central processing units (“CPUs”) and
motherboards, storage and memory devices, lifestyle peripherals and accessories that include key-
boards, mice, web cameras, monitors, wearables, casting devices, fitness trackers, gaming accesso-
ries, power equipment such as UPS and invertors, and networking and mobility devices. Over the
years, the company has continuously expanded its operations and as of six months ended Septem-
ber 2023, the company distributed 311.89 million units of ICT products. The company also expanded
its distribution network and currently has one of the largest ICT product distribution networks in India.
The company differentiates itself by offering end-to-end services such as pre-sale activities, solutions
design, technical support, marketing services, credit solutions, and warranty management services.
Over the years, the company has consistently added new global technology brands to its portfolio
and worked with them to distribute products across categories. The company has had business rela-
tionships for more than eight years with several global technology brands including Asus Global Pte
Limited, Dell International Services India Private Limited, HP India Sales Private Limited, Lenovo
India Private Limited, Logitech Asia Pacific Limited, NVIDIA Corporation and many more.

Objects of the issue

The net proceeds from the fresh issue will be used towards the following purposes:

= Prepayment or scheduled re-payment of all or a portion of certain outstanding borrowings
availed by the company;

= Funding working capital requirements of the company; and
= General corporate purposes.

Investment Rationale

Leading and fastest-growing Indian distribution partner for information and
communications technology products

The company distributes a range of ICT products manufactured by global technology brands such as
personal computing, mobility, enterprise, embedded solutions, components, lifestyle, storage and
memory devices, UPS, and accessories,. The company also distributes cloud computing solutions.
The wide variety of products that the company distributes has helped them to achieve economies of
scale and provide channel partners with a single sourcing point. The company is among the leading
technology-integrated national distribution partners for global technology brands in India for ICT prod-
ucts in terms of revenues in fiscal 2023. The company is also one of the fastest-growing national
distribution partners for global technology brands in India in terms of revenue growth between fiscal
2021 and fiscal 2023. The company is also a major player catering to Indian consumer demand for
product categories like processors, graphic cards, and internal storage. As an important link in the
technology value chain, the company creates sales and profitable opportunities for global technology
brands and channel partners through its customized marketing programs, just-in-time logistics solu-
tions, pre-sales and post-sales technical support, product planning, and distribution solutions.

Long-term relationships with marquee global technology brands supported by a
committed engagement strategy with customers

Global technology brands undertake continuous research and development and introduce new prod-
ucts from time to time. These global technology brands also have extensive supply chain capabilities
which ensures the availability of their products. These factors result in greater brand recall for such
global technology brands which facilitates the sale of their products. The company maintains long-
term relationships with such marquee global technology brands from whom it procures ICT products
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revenue of the company. The company also provides advertisements on behalf of global technology
brands in technology and consumer media publications.

Valuation

With the increasing penetration of internet connectivity across geographies of rural and urban India,
the number of smartphones, social media users, and online shoppers in India is on the rise. The IT
penetration in non-metro cities in India has increased due to the penetration of smartphones and
government-enabled village knowledge centres, leading to increased awareness which in turn is driv-
ing demand for ICT products. The non-metro cities and other rural geographies are becoming cen-
ters of consumption for ICT products like personal computers, smartphones, internet devices, and
networking devices, and hence, there is a requirement for ICT distributors and resellers having a pan
-India presence. The ICT sector significantly contributes to the country’s GDP. Due to such emerging
demand, India’s ICT industry size is expected to reach Rs. 1,087 billion (approximately USD 136
billion) by 2025, growing at a CAGR of 10%. Various key factors for the growth of PC and compo-
nents business include the booming gaming industry in India, increasing data volumes, efficient sup-
ply chain solutions, and the central government’s PLI schemes. Due to such factors, the demand for
international hardware and software products is likely to rise. Therefore, Rashi Peripherals Ltd.
emerges as one of the partners to bridge the gap for such emerging demand in India, given its di-
verse marquee suppliers and long-grown customer base. Hence, we expect the company to benefit
from such a demand scenario in the long term. On the financial performance front, the compa-
ny’s Revenue/EBITDA grew at a CAGR of 26.3%/10.1% during the FY2021-23 period. The com-
pany’s net profit dropped to Rs. 1,233 million in FY23 from Rs. 1,364 million in FY21. On the
upper price band, the issue is valued at a P/E of 10.5x based on FY2023 earnings which we
feel is fairly valued compared to its peers. Given a highly competitive environment and thin
margins of the business, we recommend investors to “Subscribe” to the issue for listing
gains.

Key Risks

= The company could be subject to product liability claims which may have a material adverse
impact on the company.

= Increasing competition in the information and communications technology products distribution
industry may create certain pressures that may affect the business, result of operations, cash
flows and financial condition of the company.

= The company has significant credit exposure to its channel partners and other customers. Any
negative trends in their business could cause significant credit loss and negatively impact the
company’s cash flow and liquidity position.
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Income Statement (Rs. in millions)

Particulars FY21 FY22 FY23 H1FY24
Revenue

Revenue from Operations 59,250 93,134 94,543 54,685
Total Revenue 59,250 93,134 94,543 54,685
Expenses

Purchase of Stock in trade 56,476 94,243 92,081 58,291
Changes in inventory (684) (6,268) (2,941) (6,629)
Employee benefit expenses 787 1,143 1,360 735
Other expenses 585 1,049 1,513 679
Total Operating Expenses 57,165 90,167 92,013 53,076
EBITDA 2,085 2,967 2,529 1,609
Depreciation and Amortization expenses 75 117 167 91
Other income 67 85 147 48
EBIT 2,077 2,935 2,509 1,566
Finance costs 289 537 863 540
PBT 1,789 2,398 1,646 1,026
Current tax 441 634 448 279
Deferred Tax charge/ (credit) (14) (55) (36) 26
Short / (Excess) provision of earlier years (3) (5) - 1
Total tax 425 573 413 306
PAT 1,364 1,825 1,233 720
Diluted EPS 31.2 43.6 29.5 18.2

Source: RHP, BP Equities Research

Cash Flow Statement (Rs. in millions)

Particulars FY21 FY22 FY23 H1FY24
Cash flow from operating activities (1,098) (3,152) (1,146) (2,857)
Cash flow from investing activities (10) (64) (38) (24)
Cash flow from financing activities 1,344 3,375 1,078 2,720
Net increase/(decrease) in cash and cash equivalents 237 159 (105) (160)
Cash and cash equivalents at the beginning of the period 50 289 452 346
Cash and cash equivalents at the end of the period 289 452 346 185

Source: RHP, BP Equities Research
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Balance Sheet (Rs. in millions)

Particulars
Equity and Liabilities

FY21

Equity Share Capitall 10 209 209 209
Other Equity 3,933 5,543 6,793 7,519
Non-controlling interest 27 32 (19) (68)
Total Equity 3,970 5,783 6,983 7,660
Non-Current Liabilities

Financial Liabilities

(i) Long term Borrowings 651 608 324 245
(i) Lease liabilities 5 21 116 100
Contract Liabilities 6 12 10 39
Provisions 8 26 11 13
Deferred tax liabilities (net) 114 99 68 53
Current Liabilities

Financial Liabilities

(i) Short Term Borrowings 4,239 8,210 10,333 13,707
(i) Lease liabilities 4 17 48 46
(iii) Trade Payable

Due to micro and small enterprise 3 3 3 3
Due to other than micro and small enterprise 6,636 11,281 9,558 18,311
(iv) Other financial liabilities 56 206 220 200
Current tax liabilities (net) 95 4 7 6
Provisions 24 29 20 9
Contract Liabilities 55 97 110 88
Other current liabilities 78 305 174 107
Total Current Liabilities 11,190 20,152 20,474 32,477
Total liabilities 11,974 20,918 21,003 32,926
Total Equity and Liabilities 15,944 26,702 27,986 40,586
Assets

Non-Current Assets

Property, plant and equipment 521 580 540 564
Capital work in Progress 32 1 40 -
Goodwill 41 41 41 34
Right of Use assets 9 36 159 138
Intangible assets 51 44 27 23
Deferred tax assets (net) 17 44 59 21
Financial Assets

(i) Investments 0 73 56 41
(i) Loans

(iii) Other financial assets 221 280 97 127
Non Current tax assets (net) - 23 104 101
Other non current assets 79 64 132 159
Total Non current assets 972 1,186 1,254 1,206
Current Assets

Inventories 5,725 11,993 14,934 21,563
Financial Assets

Investments

(i) Trade Receivables 7,924 11,521 8,716 13,775
(ii) Cash and cash equivalents 289 452 346 185
(iii) Loans and Advances 60 21 - -
(iv) Balance other than bank 0 0 0 0
(v) Other financial assets 3 1 52 21
Other current assets 971 1,527 2,684 3,835
Total Current Assets 14,972 25,515 26,732 39,380
Total Assets 15,944 26,702 27,986 40,586
Source: RHP, BP Equities Research
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of 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 aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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