Stanley Lifestyles Ltd Rating - Avoid

IPO Details:

Stanley Lifestyles Ltd is coming out with an IPO of about Rs. 537.02 cr consisting of 1,45,53,508
shares of face value of Rs. 2 each in a price band of Rs. 351 — Rs. 369. The IPO comprises of Fresh
Issue of Rs. 200.00 cr and Offer for Sale of Rs. 337.02 cr by the promoters and existing individual
and institutional shareholders. The IPO opens on 21 June’ 2024 and closes on 25% June’ 2024.

Company Details:

» A supet-premium and luxury furniture brand in India which offers products across
various price points, i.e. super-premium, luxury and ultra-luxury segment through its various

brands.

» Offers wide range of home solutions offerings such as sofas, arm chairs, kitchen cabinets,

beds, mattresses and pillows amongst others.

» Retails furniture products under the “Stanley” brand through its network of 38 COCO
(company owned company operated) and 24 FOFO (franchisee owned and franchisee
operated) stores in 21 cities across 11 states and Union Territories in the country.

» Offers Ultra-Luxury products (above Rs. 5.0 lacs), Luxury products (Rs. 3.0 lacs — Rs. 5.0
lacs) and Super Premium products (Rs. 1.5 lacs — Rs. 3.0 lacs) across its Stanley Level
Next, Stanley Boutique, and Sofas & More by Stanley outlets respectively.

Strength:

> 4™ largest player in the home furniture segment in India in terms of revenue in fiscal 2023.

» In-house manufacturing operations coupled with its retailing model, differentiate its from

other Indian and foreign furniture brands.

» Integrated model enables the Company to have complete control over its processes which
includes procurement of raw materials, designing products, manufacturing, quality control,
marketing and ultimately selling the products.

> Ability to offer customized products to customers on the back of in-house employees
(craftsmen) who possess expertise across various processes viz. leather marking, cutting,
carpentry, sewing and stitching, metal work and polishing.

» Long standing relationships with vendors allows it to source quality raw materials,
including leather and Forest Stewardship Council (FSC) certified timber used in its

operations.
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Growth Drivers:

» Increase in sales of luxury and premium housing categories is expected to see continued
increase in demand for high-end furniture.

» No significant direct competition from local brands that operate at same level and longer
delivery times (4 — 6 months) for imported furniture makes Stanley Lifestyles Ltd well
positioned to capture the emerging premiumization of the Indian housing market.

» Government is in discussion with major players in the industry to implement production

linked incentives for the furniture industry.

Obijectives of Fund Raise — Fresh Issue of Rs. 200.00 ct:

> Rs. 140.16 cr will be invested in certain subsidiaries which in turn will utilize the funds to
open new stores and for renovation of existing stores.

> Rs. 6.66 cr will be utilized towards funding the capex requirements for purchase of new

machinery and equipment.

» Balance funds will be utilized towards general corporate purposes.

Key Financial Highlights:

Stanley Lifestyles Ltd (Rs. Cr)

Year Revenue Ebitda Malitg,::\ia(%) PAT EPS RoCE (%) RoE (%)
FY21 195.78 29.78 15.2% 1.03 0.20 5.5% 1.0%
FY22 292.20 59.01 20.2% 21.35 414 12.9% 11.8%
FY23 419.00 82.72 19.7% 32.88 6.37 16.6% 16.3%
9M FY24 313.31 57.77 18.4% 19.78 3.83 8.6% 7.9%

» Operating Revenue has grown at a CAGR of 46.3% between FY21 — FY23 to reach Rs.
419.00 cr in FY23. FY21 and FY22 were impacted due to Covid-19 pandemic and thus the
growth looks higher.

» Reported Ebitda has grown at a CAGR of 66.7% between FY21 — FY23 to touch Rs. 82.72
cr in FY23. Reported Ebitda margins have inched up from 15.2% in FY21 to 19.7% in
FY23.
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» However, Adjusted Ebitda margins (after adjustment of payments towards lease liabilities)
stood at 6.9% in FY21, 13.9% in FY22 and 13.7% in FY23.

» Profits after Tax has grown from Rs. 1.03 cr in FY21 (impacted due to Covid-19 pandemic)
to Rs. 32.88 cr in FY23.

» Capital Efficiency in the business has been good with RoCE and RoE in FY23 at 16.6% and
16.3% respectively.

Valuations:

» At Upper end of the IPO price band of Rs. 369, Stanley Lifestyles Ltd will be valued at
about Rs. 2,103.94 cr.

» On PE basis, Company will be valued at 57.93x its FY23 EPS 6.37 while on M-Cap/Adj.
Operating Cash Flow basis, it will be valued at 49.42x.

» Investments should be avoided in Stanley Lifestyles Ltd, despite long runway of
growth for organized furniture manufacturer like Stanley on the back of
urbanization, positive outlook for real — estate sector, higher disposable income of
customers; as valuations look very expensive.
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www.wellworthgroup.co

Disclaimer: For Private Circulation Only

The contents of report in the above company are based on information generally available to the public from sources believed to be reliable. No representation is made that it

is TIMELY, ACCURATE or COMPLETE

Wellworth Share and Stock Broking Ltd has taken due care and caution in compilation of data as this has been obtained from various Sources, which it considers reliable.
However, Wellworth Share and Stock Broking Ltd does not guarantee the accuracy, adequacy or completeness of any information and it is not responsible for any errors or
omissions or for the results obtained from the use of such information. Wellworth Share and Stock Broking Ltd is also not responsible for any errors in transmission and
especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of this product. The information herein, together with all
estimates and forecasts, can change without notice. This report does not purport to be a complete solicitation of offers to buy or sell any securities. Reader of this report are

advised to consult experts or study prospectus and other legal offer documents issued by companies before taking any decisions based on information provided in the Report.

All material presented in this report, unless specifically indicated otherwise, is under copyright to Wellworth Share & Stock Broking Ltd. None of the material, nor its content,
nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of Wellworth Share & Stock
Broking Ltd . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of Wellworth Share & Stock Broking Ltd or its Group
Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading,
dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document
for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report

includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Either WSSBL or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make market, act as principal or engage in
transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities or related securities referred to in this report and they
may have used the information set forth herein before publication. WSSBL may from time to time solicit from, or perform investment banking, or other services for, any
company mentioned herein. Without limiting any of the foregoing, in no event shall WSSBL, any of its affiliates or any third party involved in, or related to, computing or

compiling the information have any liability for any damages of any kind.

*Long Term Investments could range from 3-5 vyears.
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