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Creative Peripherals and Distribution Limited

expertise you can trust
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Snapshot

YV V V

Total Weightage % in Micro Cap Portfolio = 6% (CMP = 241)
Single Phase Buying Strategy = Buy 6% between Rs 240-270

Price Target = Around Rs 500+ in next 12 months, Rs 1000+ in next 3 years

3OCAPITALS

expertise you can ftrust

Creative Newtech Ltd. is a key player in supply chain of IT and related products. Provides end-to-end solutions, c REATIVE
from market research and competition analysis for brands, to import, distribution, sales, and servicing for the NEWTECH
brand.

After completing two years on NSE emerge board, Creative migrated to the NSE main Board in 2019.

With effect from 4t Aug. 2021, name of the company has been changed to Creative Newtech Ltd, earlier it was

named as Creative Peripheral & Distribution Ltd.

Market Cap: INR 280 Cr. Current Price: INR 241 52 weeks H/L: 272/83
ROE: 22.8% Stock P/E: 22.8 Dividend Yield: 0.19%
ROCE: 22.7% Debt to Equity: 0.81 Book Value: 45.4

Face Value: 10 Promoter Holding: 69% Pledged Percentage: 0%

Market Cap / Sales: 0.50 Price to Book Value: 4.8 Current Ratio: 1.35

Source: Screener.in

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 3
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Business Overview 39 ceﬁﬂe'lﬁnﬁi

= They provide end-to-end solutions, from market research and competition Revenue Growth
analysis for brands, to import, distribution, sales, and servicing for the brand.
= Robust Distribution Network - 3 Decades Old Company, 20+ Brands,
3,200 Products, 20+ Branches, 5,000+ Channel Partners across India, 000 18
150+ Employees. L6
= Creative also specialize in market entry and penetration of Global Brands. 500
= Additionally, company has presence in online B2B market. o
= Creative, which was founded in 1992, has earned a reputation as a key 400 12
player in supply chain of IT products and has received various - 3
accolades. 2 . 10
= Company has unique and diversified business model that offers exponential % 8
future growth. @
200 6
s, 0% Shareholding Pattern !
1% )
% _ = Share holding Pattern 100
= Promoters ?
= Individuals o = - o — o o 0
Mar-16 Mar-17 Mar-18 Mar-19 Mar-20 Mar-21
= HUF
= Others
[Sales e===Qperating Profit == Net profit

OP & NP

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 4
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What they Do?

Market Entry Specialist for Niche Brands

Brand Licensing

L™

Specialist for global brands to Enterh'\

Licensed by Honeywell to undertake / ; \ ¢ » Online digital B2B eCommerce platform
, ) ! and penetrate Indian markets ! o \
contract manufacturing for wide range ! i : i I # One-stop-shop for all customers [
of consumer & enterprise products : We'l positiones (0 levexnige actabished i | % Hosts all customers and enables them i
Rights on many product designs/casts : bR O IBET PRacl) i : to view, share and transact in each i
cagn maruufeu::nl:rr:I and sell Ifone EI] : Portitio. ke 2ii-woricl remomied i : other’s ,rudu::ts :
branded roducts in  man ﬂnc : beamds: incidey Honeywell, GoFro, : : # DOffers vzriuus useful features like dro :
countries [.':IS well as muarn1Ir roduct : Viewsonic.ang Sannuiig : : shipment, invoicing and facilit qu: :
" 1 5 - I ¥

ricing to large extent : ’ i Most brands are iiarketleadersin thear ' | i cus?cumerto have thgeir own site ! :
::.im tgn By Erlf‘nd this business line with | respective categories and. command ; | # Expands Company's product domain :
Hone Ellpand et more international : MEhE Vil in rarkel : : Ve WiTI hel pex?an[; customer-base :
brandﬁnéer Iicnfrmin model : Comtnually ‘ephance jOrLioNS. Wit ; : without at::litiungl manpower :
Maintai ot htg del hil : high-margin, high growth-potential i : » With o it t'p ey i |
ain len HSI.S —|g'd mo Ef tw IIE : products ! : - Ckl tgmwmg igi |zaf ||=:-nﬁ|-irjE indus ;y, !
: ] g [ - i
Eﬁg?ﬂl;g vt nale ool % Multi-channel network = online, retail ] 1 buzirness?'u:i;elww h EAEay }
and general trade channels !

.--" R e L e R i _'_..-"

Source: Company Presentation Q1FY22
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From Price & Product to Customer Experience

Our Value Addition
l ‘ /,1 ,,J.H\ el L :
; A A ; Information
Price 4 (
p )_( i } \"f scctesst{?;. 7\ Network
=" : artnership |
Product r\ \( ( ;(_/l \/
—_— i, /f\/ — J; \J prespincanns Qﬁcale and
ontent &\ | \ .
\ —_ / Skills
Community _\.-r-f/ N e

[\ 1
Service - /( kf-x Brand Custu|nmer
[ Strategy Experience
Customer k k O

experience 1 Omni- Channel
X lf""ﬁl L Marketing
» | '\I
2000 0 contract~ ()
e T ; manurmu""g Customer
1By 2022, Customer Experience would overtake Price & Product | Intimacy

i as the key brand differentiator :

O e e B el e o il i

Source: Company Presentation Q1FY22

3OCAPITALS

Company offers a range of services to global
brands. Provide end-to-end solutions from market
research and competitive analysis for brands, to
import, distribution and sales and services for
brands.

Additionally, the Company suggests and executes
marketing strategies and recommends viability in
specific regions across India for their clients..

Creative through its market research, prepare
strategies for market entry of foreign brands and their
target categories.

For brand promotion, Creative organizes and
participates in important trade and IT exhibition to
showcase products of their clients to larger audience
and increase customer experience.

Brand Licensing - Licensed by Honeywell to
undertake contract manufacturing for wide range of
consumer & enterprise products.

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 6
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New Trend — Boom in Electronic Market 30 ceﬁlfe'lﬁn';ﬁ

Initiatives such as ‘Digital India’ and ‘Smart City’ projects have raised the demand for
loT in the market and will undoubtedly usher in a new era for electronic products.

The electronics market valued at $118 bn in 2019-20 is segmented as mobile
Phones (24%), Consumer Electronics (22%), Strategic Electronics (12%), Computer
Hardware (7%), LEDs (2%) and Industrial Electronics (34%) comprising of Auto,
Medical and other industrial electronic products.

Over 2.5X growth in domestic electronics production in 5 years; From $29 bn
(2014) to $75.7 bn (2019-2020)

These factors are leading to huge demand for IT and electronic products & services
in India, that Creative can caters to and grow multifold.

Company is running by well experiences and talented founder, who has a
successful track record of almost 28 years leading the company since its inception.

Company omni channel presence, coupled with growing demand for its
product will lead to enormous growth in future. Plus, its digital platform Ckart is
gaining traction very fast, this will help in growing at a higher rate.

Diversified business model, scale of operation and sustainable growth outlook
in each product segment makes Creative a very attractive choice among investors.

Ingram Micro (NY Listed MCap = 17,500 Cr) & Redington India Ltd (Listed MCap =
13,500 Cr) are focused on IT and Mobility spaces while Compuage Infocom Ltd

(Listed MCap = 191 Cr) is in PCs, Components, Peripherals, Mobility etc. Key $118 bn 275 §11.7 n 13 mn
differentiating factor between Creative peripheral & above companies are - _ - i o ) N
Creative peripheral has omni channel presence through . Online, Retail, Indian Electronics Market Contribution to GDP Exports in 2019-20 Drint];r;d”:qn;lr:;ect
General Trade. '

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 .



Product Segment (Global Brands)

foc

T SAMSUNG PHILIPS

GoPro
L] ]

IMAGING

A

GAMING

N

LIFESTYLE

0

SECURITY

ADOD  Gmanscena  Viephnic M
PRVRONK ~ EPSON

OLYMPUS  edelkrone W

PENY. N evse MSF  CowrFuL

Doy [T

H A0 T HEART
‘?LL.-L Panasonw l[lllll.lllllln'

RECOHNECT

Brand
Licensee

Honeywell

Region:
v |ndia
v APAC
v Middle East

Categories:

+ [T Peripherals

v Audio
Enhancement

v Air Purifiers
\ y,
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Company’s products portfolio divided in three
major segments:

1) IT & gaming.
2) Imaging.
3) Lifestyle & security.

Company expects 50-55% revenue from IT,
30% from media and rest from Lifestyle
segment in coming years.

FY21 Segment Revenue

m Lifestyle & security

m|T  ®Imaging

Source: Company Presentation Q1FY22
8



Product Segment (3 focus areas)

1. IT & Gaming:

Creative peripheral offers a range of
IT hardware products including
printer, cartridges, PC component
(monitors, hard disks, CD writers, CD
ROMs), and storage devices by
multiple vendors.

Company’'s wide spectrum  of
products offered from multiple
vendors helped it achieve economies
of scale and provide customer a
single sourcing point. .

The Company has many distribution
agreements, such as Honeywell,
Cooler Master and PNY, and
innovative distribution channels.

Honeywell: High-margin products for
connectivity, which are secure and
energy-efficient.

3OCAPITALS

expertise you can trust

2. Imaging:

This category encompasses a range
of camera and camera component
including tripod, lenses, accessories,
and other imaging products.

This category is growing aggressively
as the trend in photography change
rapidly. Company is actively engaged
and organize various events such as
exhibitions, expo. To showcase
imaging products and help clients to
enter/launch their products.

Company also helps clients develop
content to giving a whole package of
experience to the end customer.

GoPro Cameras: Next-gen
technology, premium pricing, target
high-end users

3. Lifestyle & Security:

This category includes products such
as TV’s, headphone, IT accessories
and grooming products.

One of the Company’s many brand
associations is BaByliss, a premier
personal grooming brand with global
presence.

In security it strives to cater to the
growing needs and demand for retail
security products and is expanding in
this direction rapidly. A key brand in
this segment is InVue.

Recent additions in brands portfolio
include agreements with Hyperice
Inc., a US-based specialist in muscle
recovery and massage products.

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 ’




3 Decades of Journey

» Started as trading global IT vendors
concern with 2 * 2015 - Reliance Digital ‘Best
employees Fulfillment Partner’

* Epson Dot-matrix * 2015 - Exclusive distribution for 8 new

Printer aggregator global brands including ViewSonic &

1990s

signing Olympus

3OCAPITALS

expertise you can ftrust

* Listed on NSE - SME stock exchange ® Launched B-Safe —own brand of medical products
* 2012 - Foray into Imaging business by = Forayed into gaming products * Launched Ckart - digital B2B platform for customers

under lifestyle segment

* Expanded distribution mandate with Honeywell to 29

* 2013 - Exclusive Photo Distribution = Agreement with TPV Technology countries outside India

from Vitec Group of Italy for Manfrotto
* 2013 - Exclusive distribution for 5 new =

Samsung

2000-10

Microsoft sub-distribution in Maharashtra
& Gujarat

Changed name to Creative Peripherals &
Distribution Pvt. Ltd.

Opened branches in Pune, Bangalore and
Ahmedabad

Epson Business Partner

Foray into Lifestyle business

Products

2016

Forayed into retail security
business

Exclusive license for Honeywell
Distribution license received for
GoPro

India for Philips Digital Signage
Geographically expanded
Honeywell licensing agreement to
Middle East & added new products
* Forayed into Retail Security
segment - Signed Exclusive
Agreement with InVue Security

= Signed agreement with ZEISS for distribution of binoculars
& monoculars

Licensing agreement with Honeywell for air purifiers
Agreement with Edelkrone for videography accessories
Tie-up with Reliance Retail for home appliance products
Distribution agreement with MSi for mini-computers, and
with Colorful Tech for SSDs

= Signed distribution agreement with Hyperice Inc.

* Changed name to Creative Newtech Ltd

2018-19 2019-21

= Agreement with Future Tech Electronics - LED TV’s for DAEWOO, MEPL &

INDICOOL brands in India
Expanded gaming product vertical in India via agreement with Thermaltake

* Signed exclusive agreement with ‘iBall’ for all their products in Madhya

Pradesh and Vidarbha

Migrated to NSE Main Board

Expanded IT, Gaming & Lifestyle segments with PNY, Cooler Master &
BaByliss

Distribution agreement with Panasonic for audio products

Expanded agreement with Honeywell for Passive Cabling

Source: Company Presentation Q1FY22
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Sustainable Competitive Advantage

Creative has almost 3 decades of experience in distribution and sales of
IT and electronic products.

Company has a robust distribution network, with presence all over India
plus has tie ups with reputed logistic service providers

After the launch of Ckart - B2B digital platform company now has
presence in all channel, online, retail and general trade.

Creative has long term relationships with renowned brand in contract
licensing and distribution business.

Creative offers wide range of products of global brands through its
network, which allows to grow fast and offers diversification benefit.

Creative has experience in market entry of global brands, i.e. with
Honeywell. And company has the resources and talent serve other global
brands in this field.

In comparison to other companies, such as Compauge Infocom Ltd and
Redington, that are also in similar business. None has their own B2B
digital platform like Ckart owned by Creative.

3OCAPITALS

expertise you can ftrust

Associatio

Robust

Distribution

n with

Network
7 BN brands

Experience
d and

talented

digital

platform

workforce
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Robust Distribution Network 3OCAPITALS

Domestic

* Pan India presence
= 20 branches across India

* Over 150-strong highly
skilled workforce across
India — mix of young and
experienced talent

International

» Strong distribution tie-up in
Middle East

* Expanding network across
SAARC & Southeast Asia
countries

'F-----------------—...
'-h---—---—------------ﬂ,

Source: Company Presentation Q1FY22
3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 12



Robust Distribution Network (Contd.)

Central Warehouse @ Bhiwandi, Maharashtra

Dispatch all over India from Central warehouse

Warehousing and Transportation services

40,000 Sq. ft. area

Semi-automatic warehousing

Advanced systems for inward & outward, packing and
stock keeping (Bar Code system for outward)
Technology enabled supply chain

Transactions handled: 3,500 tonnes per annum

Key features

State-of-art inventory management and warehousing
equipment

Fast and on-time delivery

Can arrange dispatch from single unit to container
Tie-ups with reputed logistics service providers
Trained and experienced staff

3OCAPITALS

expertise you can ftrust

Source: Q1FY21 Company Presentation

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 13



Robust Distribution Network (Contd.)

3OCAPITALS

expertise you can ftrust

» Company has proven track record of almost 3

decades.
; _— » Its huge network comprises of:
N = 5000+ channel partners all over India.

20 branches and 150+ skilled and talented

workers.
3200+ products.

25+ Global brands

Sy o’ » Tie-ups with logistic services.

X ‘ » Technology enabled supply chain.

* A\ » Company has omni channel presence through- Online,

N Retail, General Trade.

a

»—Offers-wide range-of products-from-PC-tonetworking

security, t

' lifestyle pr :
3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, +8‘%88£ng%@4{1(:! estyle p Odulc?ts



3 Strategic Developments / Growth Drivers

1)

2)

3)

Increasing Market Share & association with global
Brands - Creative Newtech is a distribution company
that sells Samsung / GoPro / PNY and other products.
They categories them into Imaging (Zeiss, GoPro), IT
(Samsung, Cooler Master) and Lifestyle (Fitness brands
// Health, etc.). Since FY 2018-19, Company has forayed
into two new business segments.

License & contract manufacturing business - They
entered into an agreement with Honeywell under which
they license manufacture the products for Honeywell and
then sell them in the markets assigned to them.
Currently, they have the license to sell Honeywell Air
Purifier and audio products in around 30 countries (India,
SEA and Middle East).

Online Platform business - Ckart 5 is a B2B platform
like Udaan where buyers & sellers can sell to each other.
The “sell” functionality was activated in 2021. Right now,
most of the partners that have onboarded onto ckart are
Creative’s own distribution partners. It is essentially the
distribution business getting conducted through ckart.

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604

. License &

contract
manufacturing
business

Increasing
Market Share
& association
with global
Brands

3OCAPITALS

expertise you can ftrust

.Online B2B

market- Ckart

Source: Company Annual Report FY20
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Future growth plan & improving cash position 3OCAPITALS

» Clear guidelines for some of its brands in next year FY22: ; : - T e  sgmem
Ketan Patel: Yes, Honeywell is the very important pillar in our strategy as it delivers close

= Samsu ng 95 Cr. to 40% gross margin to our business and higher in international markets and

look, there 1s product eycle right. So, when you say that last year Honeywell

||
Cooler master 60 Cr. business was close to 16 crores and by this year it will become 100 crores. That

= Reliance Retail 70-80 Cr. is because of two reasons. One 1s we have extended geographies and currently
we have almost now 250 products in Honeywell, in mobility, in power
= Honeywell 80-100 Cr.

conditioning, in air purifiers and now audio. With air purifier and audio, they
» To increase visibility and sales of GoPro Brands company is tying up with are very consumer-oriented products and their CAGR is growing very high.
travel bloggers and other stakeholders. Air purifier in India was a seasonal product mainly for the Northern part of the

country. But because of COVID now everybody wants a far better quality of

> Some recent additions in brands portfolio include: , , N _ _ _
air and that’s why air purifier has become a like the basic necessity as you

a. MSi’ a g|0ba||y renowned name in computers; wanted a refrigerator, washing machine, air conditioner, TV. Now everybody
EEE— wants an air purifier. So, currently also if you see this year’s strategy, we are
b. Hyperice Inc., a US-based specialist in muscle recovery and massage

products;

only aiming to open the Middle East, Saudi Arabia market. And then next year
we want to go to the other market. Any product to become popular also for the

ST . tailer to sell als ires a 3-to-4-month cycle before he understands th
c. Colorful Tech, a global brand speC|aI|Z|ng in SSDs. SRR R R NE IR D DR

product himself. So, currently we are on the right run way. For example, if our
> Increasing the share of licensing business as it offers higher margin. last month’s figure if you also we see Honeywell should be around 3.5 to 4

crores already. By the end of the year, we should between 80 to 100 crores. As

» Company launched Ckart in Aug'20, since then till Mar'21, has added 180 Cr
through Ckart. Their cash conversion cycle is high but going ahead this
will improve with credit sales come to Ckart, where selling will be in
cash only.

we open territories like Singapore, Malaysia, Thailand which falls as a license

to us; we definitely think that next year 200-250 crores is an achievable target.

We just signed up a couple of days back with Al-Banali Group the leading

Source: Earnings conf call Q1FY22

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 16



Focus on high growth licensing business

>

Creative expanded its licensing agreement with Honeywell
to include air purifier for 10 countries across India.

Plus, company renewed its licensing agreement with
Honeywell for another five years, expanded distribution
reach to 29 countries across APAC and the Middle East.

Through this renewed agreement with Honeywell, company
expects 80 Cr. to 100 Cr. from Honeywell for FY22, which
was 26 Cr. in FY21. This shows the importance of association
with Honeywell in driving future growth.

Licensing business is high margin business, and Honeywell
offers 40% gross margin. And for the next couple of year
company has planed to have 30%-35% of business from
Licensing business.

Creative peripheral tied up with Reliance Retail, this
agreement is for one year and renewable too, and beside what
reliance sell in their store across India creative will be able to
offer these products to everybody.

Ketan Patel:

3OCAPITALS

Avush, Honeywell because we got the licensee for 30 countries, and we also
got the licensee for air purifier and air purifier is now coming to like basic. So.
every household wants to have an air purifier because of COVID the quality of
air has become very-very important. So. we have refreshed the complete range
and the new range of Honeywell air purifiers we will be launching from July
not only in India but in India, Middle East and Egypt and Saudi Arabia.
Honeywell Inc. that Honeywell Inc USA and Honeywell India both have also
signed up a contract with us to buy Honeywell air purifiers and hotel chains
are now deploying air purifiers in every lobbies and every room and I am glad
to share that Marriott Hotels worldwide has chosen our product of Honeywell
air purifiers to be kept in their lobbies and rooms. So, we are very gung-ho
about the whole Honeywell business. And the most pessimistic of the view
also, we think that in this current financial year, Honeywell we should close

between Rs. 80 crores to Rs. 100 crores plus and minus and Honeywell

In this case with the help of Reliance we will build up the whole electronics

and domestic appliance category and Reliance plans are huge on this, but we
are expecting that between 70 crores to 100 crores we will be able to do in this

coming financial year on this product.

Source: Earnings call Q4FY21

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 1
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Focus on strategic associations 3OCAPITALS

expertise you can ftrust

Honeywell : Fortune 50 multinational conglomerate offers various commercial and consumer products, engineering services and aerospace systems.
Active across aerospace, automation & control systems and performance materials & technologies.

Our Involvement: Started association in September 2016 to capitalize opportunities seen in Indian market. Creative has been crucial support and channel for
Honeywell to expand their product distribution in India, and eventually across other Asian markets, and recreate “Power of Connect” among consumers

Product Designing and * Contract manufacturing — products manufactured at Honeywell certified factories

Manufacturing * Design and casts — owned by Creative

) o = Exclusive rights across multiple product segments
Exclusive Distribution, « so0n to launch new product category — Wi-Fi networking - Home segment

L]
Premium Pricing = Omni-channel supplying platforms — modern retail, e-commerce and traditional channel stores
= Rights to assign premium pricing for certain products
Honeywell
® International Markets " DIStI’!bUtIDI’t agreement in SAARC, Middle East and APAC countries (Launched products in Middle
/ East in ~2019)
TSV £ ® Value Added * Designing and packing of products as per Honeywell global packing guidelines

= Offers higher/longer warranty and better after sales services

Services
* Dermand generation and marketing activities as per Honeywell global guidelines

* Plan to manufacture in India under ‘Make in India’ initiative
* Plans to scale up operations in international markets and expand product portfolio

5

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 18
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Launched Digital B2B market place Ckart 3©ceﬁﬂe'lﬁn';u§

Salient Features k art Key Benefits

O M L I H E

----------------------------------------- —
L Ty -
- LN - LY
- % f-f' %
% F %

;*’ = (Ckart hosts all existing and new customers and is _ hop f j
| = =
integrated with Company’s ERP system Ckart is a one-stop-shop for all customers

b

* Platform enables customers to discover, share requirements

and transact their products amongst each other _ _ N
_ _ ) = |t will grow customer-base without additional
* Value added services include drop-shipment

and invoicing capabilities and seller module manpower or cost

= (Customers can also choose to have their own

_ _ = Platform will increase ease of doing business
micro-site hosted

» Developed in-house by dynamic and dedicated and enhance customer experience

- —
U -
i —
o T ———————————————_)_

team = Expected to expand product domain and
= Swift navigation and flow, and offers user- _ _
\_ friendly experience y, \, enhance working capital cycle Y.
e .-" "‘-. .—"

B ————— - Bl ———————————

Source: Company Presentation Q1FY22
3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 19



Quarterly Update (Expect Q2FY22 ~180-200Cr) 3©ceﬁﬂ'lﬁn';u§

< . T . ~standalone - : Consolidated
S — - Q1FY22 : OQ1FY21 YoY% = QiFY22 @ Q1FY¥Y21 . YoY% pro T s g
Revenue from Operations 131.76 ; 63.30 133.89 64.45 I 3
Other Income - 1.99 1___0.08 : : 1.99 - 0.08 : = ARmecIEEL reporkod -
Total Income } 13375 ! 6337 = 111.04% 13588 64.53 . 110.57% ; ©neof the highest i
Raw material 1 11968 | s669 | 12182 | s7.69 § e monthly sales,
Employee Cost } 2.93 1 1.3 293 1.63 : C:L?::fr?a?ﬁi;i;;ﬂjjugl :
Operating Expenses 1 5.24 ] 3.22 7.02 i 3.31 . - ¥ I
Total Expenditure I 127.86 ' 61.54 131.77 62.63 i [
EBITDA 1 s5.89 : 183 : 221.23% : 431 1.90 116.91% I = Continued recovery :
EBITDA Margin (%) | @41% . 2.89%  152bps 3.03%  2.94% 9 bps v S
Interest | 1.32 I 092 1.34 0.93 , Supported by )
Depreciation I __________ 0.z0 : 0.20 30 0.20 1 -::!:m;nd for b'zmjr_' 1
Exceptional ltems } 0.18 i 0.00 0.18 0.00 : r:djﬁt::’;“:ri e
Profit Before Tax i 4.09 i 0.71 2.30 0.77 ' I
Tax I 1.07 I pas 1.07 0.19 1 [
ear 1 sez | esz | asi09% | 123 | 058 | 113a3% | | - Hisherrevenuesand
H ! H relative ¥ ower o er
:’L:;E:I;ignmprehenswe : 0.00 : 0.00 0.00 0.00 : expenses boosted :
NetProfit | 302 1| 052  481.09% 123 e | EBITDA margins ’
Net Profit Margin (%) 1 2.26% : 0.82% © 144 bps ~ 0.90% 0.89% 1 bps I e e e e e
Basic EPS in Rs. ' 2.60 , 0.45 . 477.78% 1.44 = 0.45 220.00%

—_— — — — —

= Sales in Q1FY22 was 132 Cr which represented barely 2 months of operations for the Company due to partial lockdowns.

= As per the management, June'21 (69.73 Cr Sales) reported one of our highest ever monthly sales, followed by a strong July'21
(70.15 Cr Sales) month.

= With the above run-rate, we expect Q2FY22 revenue around 180-200Cr which is in-line with annual revenue projections of 750-
800 Crin FY22 (FY21 Sales was 509 Cr).

= Honeywell will add approx. 80-100 Cr in FY22, licensing business is high margin business which will improve operating profit
margin. Ckart will help in reducing the credit cycle.

Source: Company Presentation Q1FY22
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Annual Update (~100% Sales growth in 2Y) 3©ceﬁ!fe'lﬁn';u§

FY-22 [P]
Sales 210.87 249.82 367.62 450.79 509.30 750.00 1,012.50
Y-on-Y growth Rate 6% 18% 47% 23% 13% 47% 35%
EBITDA 4.11 6.39 10.26 16.74 13.89 52.50 91.13
EBITDA Margin 2% 3% 3% 4% 3% 7% 9%,
Net profit 1.34 2.89 5.85 9.04 10.75 31.98 59.96
NP Margin 1% 1% 1.6% 2.0% 2.1% 4.3% 5.9%
EPS 1.68 2.49 5.04 7.79 9.27 27.10 50.81
Inventory Turnover Ratio 12.05 9.53 11.98 9.95 7.86 12.30 16.67
Inventories 21 28 28 59 60 62 64

= On Y-on-Y basis, sales in FY21 was up by 13% and PAT was up by 19.%, although sales of imaging segment (GoPro Brand) have
been impacted, as it is an outdoor product and demand was subdued due to travelling restriction around the globe.

= As per the mgmt., during FY21 (Covid year) they effectively worked only for 10 months and delivered 509 Cr, they can do
a run-rate of ~ 50-60Cr per month.

= Company through its strategic and timely launch of B2B digital platform (Ckart), supported its sales in lockdown impacted year.
» Company launched Ckart in Aug. 20, since then till Mar. 21, has added 180 Cr. through Ckart.

= Company has grown constantly while keeping its margin intact over the years. Company has a 10 years CAGR of 17%. Company
is quite optimistic about a 8-10% operating growth in the coming years.

» |nterms of efficiency, it has inventory turnover ratio of 7.8 and current asset turnover ratio of 6.8.
» Sales may DOUBLE in next 2 years : Expected Sales in FY22 ~ 750-800 Cr & FY23 ~ 1000 Cr Vs FY21 Sales was 509 Cr.

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 2



Balance Sheet (IPO @75/-, Pref @110/-)

Balance Sheet

(all Fig. in Cr.)
Equity Capital

Reserves

Borrowings
Other Liabilities -
Total Liabilities
Fixed Assets +
Other Assets -

Inventories

Trade receivables

Cash Equivalents
Other asset items

Total Assets

Mar-17

23

27

62

62

21

28

10

62

Mar-18

5.8

22

25

48

102

93

28

43

19

102

Mar-19

5.8

28

36

49

119

108

28

44

33

119

Mar-20

11.6

31

32

79

153

143

59

39

41

153

Mar-21

11.6

41

43
92
188
10
177

60

54

60

188

3OCAPITALS

IPO came in Apr 2017 @75/- per share, listed at NSE SME
Platform. Migrated to main board in 2019. During last 2
months stock surged more than 100% after the new
developments happening in this company started showing
results.

This fund help in meeting increased operating cost. As
company expanded their brands and product portfolio,
inventory and other operating expenditure increased.

Company raised equity in FY20 through bonus issue of 1:1

In July 2021, preferential allotment/fully convertible
warrants of 10 Lac shares @ Rs 110/- to Abhinav Capital
Services Ltd and Shree Sumna Trade LLP.

Cost of raw material was up by 21% and other expenses
were up by 77% in FY 20, on Y-0-Y basis. Raw material cost
increased due to change in product mix.

Plus, company bought inventories in advance in response to
concerns over supply chain disruption in FY20. Good
reserve with debt-to-equity ratio of 0.81.

With current working capital and current margins in
business, company don’t expects any increase in borrowing

from here. Source: Company Annual Report FY20

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 n
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Cash Flow (Ckart will improve cash flow) 3OCAPITALS

expertise you can ftrust

= Receivables in FY21 has

Cash Flows increased as sales improved year
Cash from Operating Activity - -4 -2 -4 on year.
Profit from operations 12.3 15.58 17.39 » Company bought some inventory
Receivables 1.2 5.47 -17.38 in advance in last year, thus it
invested less amount on
Inventory 0.13 -32.5 1.34 inventory in FY21.
Payables 14 21.54 15.15 ) )
» Expenditure on other working
Other WC items -14.84 -9.25 -17.56 capital item increased this year
Working capital changes -14.5 -14.74 -18.45 because expanded its product
Direct taxes 1.79 -3.23 2.9 portfolio  with  Honeywell  and
_ o associated with new brands. This
Cash from Investing Activity + -2 -1 -2 led increased Working capital
Cash from Financing Activity - 7 3 7 requirement.
Proceeds from borrowings 10.67 0 12.43 n Proceeds from borrower amounts
Repayment of borrowings 0 -4.03 -1.38 to 12.43 Cr. inin FY21.
Interest paid fin -3.72 -3.84 -3.41 = Net Cash in FY21 stood at 2 Cr.
Dividends paid -0.11 -0.22 -0.18 Company’s cash from
operation is expected to
Share application money 0 10.6 0 . P . P .
improve with Ckart gains
Net Cash Flow 1 -1 2 traction in the coming years.

This will lead to improvement
is net cash flow.
3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 B



Peer Comparison (Creative has EDGE)

Compauge

Parameter TV Redington
Key link in the supply
chain of distribution of IT
. Yes Yes Yes
& computer peripheral
market.
1. PCs, Components,
and Peripherals
T 1 IT/ Gaming. 2 Mobility. 11T
Qualitative Segments 2 Imaging. 3 Physical safety & 2 Mobility.
Factor 3 Lifestyle & Security. |security Equip. 3 Services.
4 Enterprise solution.
5 Cloud Computing.
Presence in digital B2B
Yes No No
Market
Established in 1992 1987 1993
Channel Partners 5000+ 12,500+ 38,350+
Operating Margin 2.73% 2.07% 2.36%
ROCE 22.4% 12.2% 20.4%
ROE 22.7% 12.2% 16.5%
Profit Growth over 3
55 0.64 16.61
years
Quantitative Market Ca;?. 253 Cr. 203 Cr. 12,737 Cr.
Debt to Equity 0.81 2.60 0.12
FEHE Stock P/E 235 9.8 16.8
Cash Cycle 53.2 62.5 15.4
Debtor Days 39 54 44
Inventory Turnover Ratio 7.87 10.88 16.37
Current Ratio 1.35 1.30 1.52
EV/EBITDA 14.5 7.5 6.8

3OCAPITALS

expertise you can trust

Creative in comparison to its peers has a major
competitive advantage is it has presence in digital
B2B market. None of the other two players has
their own digital platform.

Creative has less no. of network partners if we
compare this with Compauge. But Creative is not
just in distribution it is also in license
manufacturing, Market entry, and penetration of
Global brands.

Through this diversification benefit, Creative is
growing at higher ROCE as compared to Compauge
and Redington, even with less no. partners.
Creative also has higher operating margin.

Apart from its operating efficiency its business
model also offer tremendous growth opportunity.

Creative has cash conversion cycle of 53 days which
is very long as compared to Redington with 15 days
cash conversion cycle. This is because majority of
sales of Creative are in credit.

But going ahead this cash conversion days will

improve with credit sales come to Ckart, where
selling will be in cash only.

Ckart also offers an added benefit for the company
as it will increase the customer base of the
company without additional cost.

24
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Experienced Management 3OCAPITALS
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Mrs. Purvi Patel
Whole Time Director

= Holds Diploma in Pharmacy with rich
experience in Computer Programming

= Responsible for execution of business
strategies and planning

= In-charge of all key business functions

Mr. Ketan Patel
Chairman & Managing Director

= |IM - B Alumnus with Engineering in Computer
Technology from Mumbai University

= (Over three decades of experience - has built
expertise in business strategy, planning,
product marketing and people management

= Responsible for maintaining vendor relations &
new product development

Vijay Advani Abhijit Kanvinde Upendra Singh Amol Patil

Whole Time Director Chief Financial Officer Mational Sales Head National Product Head

L - .| L » L ']

= Bachelor of Commerce from Mumbai » Chartered Accountant with over 25 years = Bachelor of Commerce from Ranchi = MBA in Marketing with Engineering in
University, with over 32 years of of strong and multi-industry experience University, with nearly 30 years experience Electronics and Telecom, with aver 20
experience » Worked in companies like Garnier India, in Sales & Marketing years' experience in IT industry

» Expertise lies in business planning, MNovartis Consumer Health, Shringar = Expertise lies in vendor management, = Expertise lies in identifying latest markeat
execution and key account management Cinemas, efc sales generation & market penetration opportunities with excellent team

= (Owver three decades’ experience in Value = Was CFO of listed company for over 8 With over 11 years’ experience in IT management and execution skills. He is
Added Distributors Industry, including years, also successfully completed IPO 2x hardware industry, he drives national responsible for profitable management of
companies like General Electronics in his carser channel & corporate sales products portfolio

Source: Company Presentation Q1FY22
3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 2
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S

v" Over-dependence on few brands which account for majority of
revenue.

v Renewed agreement with Honeywell helps attracting global
brands.
v" Fast growing e-commerce market.

v' Threat of technology obsolescence and substitute and
cheaper products in which company deals is threat for

the company’s business.

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 26



Risk & Concerns

3OCAPITALS
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Execution Risk — If company does not execute well and Honeywell sales do not
pick up, then it will miss its guidance. In that case, profitability will get hurt and
future prospects of more licensing deals will hurt too.

Distribution Business Risk - 3rd wave COVID could impact their imaging
segment, which was the biggest contributor until a year-ago and where they had
good numbers under the Go-Pro product.

Product Portfolio Growth Risk - Inability to extend product portfolio and add
more high margin / fast moving brands. For e.g. Creative is currently absent in the
mobile phone (mobility) category, which restricts its market size.

Private placement at substantial discount - In July 2021, company did
preferential allotment/fully convertible warrants of 10 Lac shares @ Rs 110/- to
Abhinav Capital Services Ltd and Shree Sumna Trade LLP. Company could have
raised funds at higher price point but as per mgmt. they were in talk with these
investors for last 1/2 years, once they found satisfactory growth they invested.

Risk of Ckart Failure — Ckart is the key for future rerating and to even justify its
name change. In case ckart venture fails, the company is back to distribution &
licensing business, which have relatively lower market / opportunity size as
compared to ckart.

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 7



=
Future Outlook 3OCAPITALS

= Creative Newtech Limited is not just a distribution company, it is now into 3 businesses - distribution, contract
manufacturing & B2B market place thru Ckart. Future is very bright for this company which can generate
handsome returns in next 2-3 years.

= Company has delivered excellent Q1 FY22 results, although impacted by lockdown, Q1 represents around 2 months
of sales. They did 69crs and 70crs of biz in June and July 21 - best performing months in the history of company.
With this run-rate they can easily do 180-200 Cr in Q2FY22.

= Consolidated margins are depressed because Honeywell expenses have started flowing but revenue is yet to kick
in. The management has guided for a launch in middle of September for Honeywell products and are sticking to 80
to 100cr revenue guidance for FY22. That makes INR 17cr EBITDA just from the Honeywell licensing business. Rest
of the INR 600-650crs (conservative number) business could contribute another 4-5% EBITDA margin so another
25-30crs. So a total of 45-50crs EBITDA expected in FY22.

» Ckart appointed Independent director on board from IIM who teaches platforms and social networks. They're
seeking guidance from the board in terms of the skillset, direction and how to play this business. Tentative plans
would be revealed in the next 2 months. Could include a demerger of Ckart too.

» Guidance for Honeywell business - INR 200/250 crores by FY23. The agreement is till FY25 and they're in very
early stage talks with other brands as well for licensing business.

» The stock is currently trading at INR 241 (~280cr M Cap), which is approximately 5/6x FY22 EBITDA of 45-50
Cr and 4/5x FY23 EBITDA of 85-90 Cr. Profitability in future will mainly be driven by the two new age businesses
and it remains to be seen how well they can execute. If they are able to execute it well, it can deliver multi-fold
returns.

3C Capitals (SEBI Registered RA), http://www.3ccapitals.com/wal/, mail@3ccapitals.com, Ph +91 9354179604 28



3OCAPITALS

e:-:pertise you can trust

Statutory Disclosure

SEBI Research Analyst Registration No. : INH200006451

1. At the time of writing this article, the analyst have no position in the stock covered by this report.

2. The analyst has not traded in the recommended stock in the last 30 days.

3. The research analyst does not have any material conflict of interest at the time of publication of the research report.
4. The research analyst has not received any compensation from the subject company in the past twelve months.
5

The research analyst or its associates has not managed or co-managed public offering of securities, has not received any
compensation for investment banking or merchant banking or brokerage services nor received any third party
compensation. The subject company was not a client during twelve months preceding the date of distribution of the
research report.

6. The research analyst has not served as an officer, director or employee of the subject company.
7. The research analyst or research entity has not been engaged in market making activity for the subject company.

8. The research analyst or research entity or its associates or relatives does not have actual/beneficial ownership of one per
cent or more in the securities of the subject company, at the end of the month immediately preceding the date of
publication of the research report or date of the public appearance.

9. The analyst does not own more than 1% equity in the said company.
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