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Kalyan Jewellers
Buoyancy in Q4 revenues led by Non-south at 38%

Result Update
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Kalyan’s Q4FY23 print was in-line; Consolidated revenue/EBITDA/APAT grew 18.4%/17.5%/
43% YoY. Despite volatility in gold prices, encouraging consumer demand witnessed in Q4
led by: (1) 38% growth in new customer addition, (2) non-south growth at 38% vs south at
4%, (3) 37% growth in studded - share at 28.3%, and (4) wedding season leading to strong
footfalls. With 149 showrooms, India revenues grew by 17.0%, while Middle-East clocked
29% growth (33 showrooms). E-com channel, Candere declined 18.0%, while gold coin sales
remained at 4.0%. Gross margin grew to 15.8% (+20bp); EBITDA grew 17.5% to Rs2.6bn
despite higher ad-spends (+24%), employee cost (+27.1%), and other expenses (+17.6%)
settling EBITDA margin at 7.6% (flat). Management stayed buoyant on growth driven by
successful execution of FOCO model (52 stores in non-south+1 pilot in south) yet displayed
roadmap to cut debt pairing non-core assets. Given increase in gold loans, we tweak
earnings and retain BUY, with a revised DCF-based TP Rs165 (implying 21.4x FY25E EPS).

Strong performance led by FOCO store addition, new customer addition at 38%

Despite volatile gold prices and seasonally weak quarter, Q4FY23 consolidated revenue grew
healthy at 18.4% to Rs33.8bn. India revenues grew 17% driven by, (1) 38% growth in new
customer addition, (2) non-south growth at 38% vs south at 4%, (3) 37% growth in studded:
share at 28.3%, & (4) wedding season leading to strong footfalls. With 33 stores (added 2)
Middle-East revenues grew by 29% to Rs5.5bn led by robust consumer sentiments.
Management alluded that growth was satisfactory driven by high single digit SSSG, on high
base. Online format Candere sales declined 18% to Rs320mn adding 2 offline store in Q4 (30
in FY24), while gold coin sales remained at 4%. In Q4 Kalyan added 12 stores, totalling to 182
stores (India: 149, Middle East: 33). With 15 FOCO stores in operation Kalyan has raised its
guidance to add 52 stores in FY24E and 1 pilot store each in South India & Middle-East region.
Cost savings and operating leverage to expand margin

Gross margin at 15.8% (+20bp) led by growth in non-south markets and high ticket studded
jewelry (28.3% sales). EBITDA grew 17.5% to Rs2.6bn, despite higher ad-spends (+24%),
employee cost (+27.1%), and other expenses (+17.6%) settling EBITDA margin at 7.6% (flat).
Gold metal loans remained at Rs18.5bn (~30.0%). Company has charged one time write off
for Rs330mn towards adjusting market value of one of the non-core asset in Q4. With rising
scale of FOCO stores, Kalyan intends to expand its profitability using: (1) reduction in debt in
3 years by divesting movable and immovable assets, (2) driving capital efficient franchise
model, (3) reducing interest cost burden, (3) converting few owned stores under FOCO model,
and (4) releasing capital to reinvest in revenue growth. With 182 stores (12 FOCO) in
operation, FY23 revenue/EBITDA/PAT grew 30.1%/36.8%/107.6% driven by 5% SSSG, while
EBITDA margins expanded to 7.9% (+39bp). Kalyan’s own stores now deliver ROCE +25%.
Valuation driven by potential earnings upside

We reckon Kalyan’s strategy revolved around adding new stores in non-south markets using
FOCO model and calibrated expansion in Middle East region. Kalyan displayed its strategy of
opening stores in non-South markets could improve studded ratio, serving millennials with
online format, and meeting their aspirational demand by introducing new designs. We are
sanguine on FOCO opportunity in driving profitability. Kalyan declared a dividend of
Rs0.50/share in FY23.Considering higher GML and cut in interest cost we raised earnings for
FY24E by 2.4% and cut by 3.1% in FY25E. We retain BUY, with a revised DCF-based TP of Rs165
(implying 21.4x FY25E EPS). Risks: irrational competition; prolonged recovery in the economy,
leading to lower demand for jewelry; rising gold prices.

Financial and valuation summary

YE Mar (Rs mn) 4QFY23A 4QFY22A YoY (%) 3QFY23A QoQ (%) FY23A FY24E FY25E
Revenues 33,818 28,571 18.4 38,841 (12.9) 140,714 167,316 198,713
EBITDA 2,567 2,184 17.5 3,270 (21.5) 11,140 13,351 16,055
EBITDA margin (%) 7.6 7.6 (Sbp) 8.4 (80bp) 7.9 8.0 8.1
Adj. Net profit 1,031 720 43.0 1,484 (30.6) 4,652 5,908 7,982
Adj. EPS (Rs) 1.0 0.7 43.0 1.4 (30.6) 45 5.7 7.7
EPS growth (%) 107.6 27.0 35.1
PE (x) 23.7 18.7 13.8
EV/EBITDA (x) 10.3 7.6 6.0
PBV (x) 3.0 2.6 2.2
RoE (%) 13.7 15.0 17.3
RoCE (%) 10.2 11.1 12.3

Source: Company, Centrum Broking

Market Data

Bloomberg: KALYANKJ IN
52 week H/L: 134/55
Market cap: Rs109.8bn
Shares Outstanding: 1030.1mn
Free float: 13.2%
Avg. daily vol. 3mth: 4,371,623
Source: Bloomberg

Changes in the report

Rating: Unchanged

Rs165; up 4.0% from Rs160
FY24E: Rs5.7; up 2.4%
FY25E: Rs7.7; down 3.1%

Target price:

EPS:

Source: Centrum Broking

Shareholding pattern
Mar-23 Dec-22 Sep-22 Jun-22

Promoter 60.6 60.5 60.5 60.5
Flls 5.8 2.4 2.8 2.8
DlIs 2.0 2.1 2.4 1.8

Public/other 31.7 35.0 34.3 349
Source: BSE

Centrum estimates vs Actual results

YE Mar Centrum  Actual Variance
(Rs mn) Q4FY23 Q4FY23 (%)
Revenue 33,228 33,818 1.8
EBITDA 2,625 2,567 (2.2)
EBITDA margin % 7.9 7.6 (31bp)
Other Income 92.0 146.2 59.0
Interest 812.0 801.9 (1.2)
Depreciation 627.0 632.0 0.8
PBT 1,278 1,280 0.1
Tax (300)  (249)  (17.1)
Rep. PAT 978 698 (28.6)
Adj. PAT 978 1,031 5.4

Source: Bloomberg, Centrum Broking
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Thesis Snapshot

Estimate revision

Valuations

FY24E FY24E FY25E  FY25E

We reckon Kalyan's strategy revolved around adding new stores in non-

YE Mar (Rs mn) % chg % chg
New old New old south markets using FOCO model and calibrated expansion in Middle East
Revenue 167,316 167,316 0.0 198,713 198,713 0.0 region. Kalyan displayed its strategy of opening stores in non-South markets
EBITDA 13,351 13,686 (2.4) 16.055 16,651 (3.6) could improve studded ratio, serving millennials with online format, and
EBITDA margin % 8.0 8.2 (20bp) 8.1 84 (30bp) meeti.ng their aspirational dejma.nd b.y.introdu.cing. .new designs. We are
Adj. PAT 5908 5783 22 7,982 8,248 (3.2) san.gume on FOCO oppo.rtunlty in dr'lvmg pI'O'fItablhty. Kalyan d.etflared a
- dividend of Rs0.50/share in FY23.Considering higher GML and cut in interest
Diluted EPS (Rs) i 5.7 56 24 77 8.0 (3-1) cost we raised earnings for FY24E by 2.4% and cut by 3.1% in FY25E. We
Source: Centrum Broking retain BUY, with a revised DCF-based TP of Rs165 (implying 21.4x FY25E
. EPS). Risks: irrational competition; prolonged recovery in the economy,
Kalyan Jewellers versus NIFTY mldcap 100 leading to lower demand for jewelry; rising gold prices.
im 6m 1year Valuations Rs/share
KALYANKI IN 22 31 72.7 DCF based target price (Rs) 165
;\lIFTY m:dca;;lOO g 59 4.2 20.8 WACC (%) 12.0
:B , NSE -
ource: Bloomberg Terminal growth (%) 5.0
Key assumptions
P/E mean and standard deviation
YE Mar FY24E FY25E
No of stores in India 185 195 30 1
Franchised stores in India 70 100 26 A
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Peer comparison
Mkt Cap CAGR FY23-FY25E (%) PE (x) EV/EBITDA (x) RoE (%)
Company
Rsbn  gjles EBIDTA PAT FY23A FY24E FY25E FY23A FY24E FY25E FY23A FY24E FY25E
Titan Co. Ltd 2,470.0 16.5 19.2 19.5 72.7 61.0 50.8 49.7 40.7 33.6 30.8 29.4 28.7
Kalyan Jewellers 108.2 18.8 20.0 31.0 25.5 18.7 13.8 10.3 7.6 6.0 13.7 15.0 17.3

Source: Company, Centrum Broking
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Exhibit 1: Key concall takeaways and metrics

Centrum Quarterly Monitor

Q3FY23

Q4FY23

Our Comments

Demand Environment

India business grew 12% despite high
base of last year, expect strong growth
momentum continue

India business grew 17%, strong
growth momentum continue on the
back of FOCO model

We believe double digit growth would
continue on the back of aggressive FOCO
model expansion

Store Expansion

During this quarter, Kalyan has added 5
showrooms (non-south) totaling to 136
as on Dec 22, As on Dec 22, total
showrooms have reached 169
including middle east operation

Company's retail footprint is now
expanded to 182 stores spread across
21 states in India and 4 countries in the
Middle East; added 11 showrooms (9
franchise & 2 owned across non-south)
in India and 2 in UAE

Management expects to open 15 new
franchise showrooms across non-south
markets over the coming 3 months as
part of the targeted launch of 52 new
showrooms during CY 2023

Leverage

Management has set a target to free
significant term loan within next 3
years to monetize some immovable
assets like land & private jets which
would help to cut down interest
burden in the long term

Total divestment amount would be
Rs5bn plus aircraft of Rs1.3bn which
must divest in next 2-3 years; help to
reduce non-gold metal loan

We expect Rs2.5-3bn divestment for
next 2 years on the back sale of non-core
assets

UAE operation

International business grew 24.0% on
YoY and contributing to 16.5% of
consol. revenues

Middle east revenue grew 29.0% to
Rs5.5bn led by improvement of same
store sales in the region along with new
store sales

In the middle east, The Company is going
to start first franchise model in 1QFY24
and continue to focus on FOCO

Candere Format

On Candere store  expansion,
management is going to add 28 new
stores in FY24 to reach no of stores at
30 and it would be mix of owned and
FOCO model

Online jewelry format, Candere,
recorded a de-growth of 18.0% to
Rs320mn during the quarter and
currently it has 2 stores

On Candere, management has plan to
open 30 stores in FY24 through owned
and franchise model

Margins

Gross margins lowered marginally to
16.0% (-10bp YoY) driven by gold price
volatility; EBITDA for the quarter
increased by 9.3% to Rs3.3bn resulting
in EBITDA margin of 8.4% (-29bp)
despite higher Employee cost (+21.0%)
& other expense (+14.7%)

Gross margins improved marginally to
15.8% (+20bp YoY) on the back of
higher studded mix; EBITDA for the
quarter increased by 17.5% to Rs2.6bn
resulting in EBITDA margin of 7.6% (-
Sbp) despite higher Employee cost
(+27.1%) & other expense (+17.6%)

We expect gradual
Gross/EBITDA  margin;
target 5% PBT margin, going forward

recovery in
management

despite rise in FOCO stores

Source: Company Data, Centrum Broking
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Conference call highlights

Overall market commentary

Strong momentum in India led by robust momentum in both footfalls and revenue
across India and share of revenues and studded share in the quarter improved in the
Non South

India business grew 17.0% to Rs28.0bn despite sharp rise in gold prices; largely driven
by strong brand proposition

Middle east revenue grew 29.0% to Rs5.5bn led by improvement of same store sales in
the region along with new store sales

New customer additions continue to stay healthy; share of new customers at over 38%

Non-south share at 44% compared to 37% YoY; Non-south revenue growth higher than
south as mostly all the showroom launches have been in the non-south markets in the
last 12 months

Last 45 days, strong demand has been seen in both markets (South & Non-South)

Non-South revenue grew 38% followed by South revenue (+4%) largely by new store
expansion along with SSSG

Company's retail footprint is now expanded to 182 stores spread across 21 states in
India and 4 countries in the Middle East; added 11 showrooms (9 franchise & 2 owned
across non-south) in India and 2 in UAE

Online jewelry format, Candere, recorded a de-growth of 18.0% to Rs320mn during the
quarter and currently it has 2 stores

Gold coin sales contributes 4.0% of revenue where no bullion sold during the quarter
In FY24, management would open first FOCO model in South India

During the quarter, encouraging trends witnessed in the advance collections for both
Akshaya Tritiya as well as wedding purchase

On Candere, management has plan to open 30 stores in FY24 through owned and
franchise model

Management has signed LOI with prospective buyers to sell the aircraft and receive the
cash flow by 1HFY24

Management expects high single digit growth from existing stores coupled with 5-6%
SSSG and the full year revenue potential from last year opened stores in FY24, so overall
we believe the growth would be in the range of 17-19%

Management has set a target to achieve 5% PBT on the back of FOCO model in the
medium term

Domestic

India business grew 17.0% to Rs28.0bn despite sharp rise in gold prices; largely driven
by strong brand proposition

India business EBITDA of Rs2.1bn, grew by 15.0%

FY23, management has opened 15 FOCO stores (as of now 22 stores) and management
is going to open 52 new FOCO stores by 24 in Non-South markets (30 showrooms in H1
and balance would be H2)

Middle East

Middle east revenue grew 29.0% to Rs5.5bn led by improvement of same store sales in
the region along with new store sales

Middle-East up by 27.0% to Rs420.0mn

In middle east, management would open first FOCO model in Q1FY24 and FOCO model
distribution would continue, going forward

Centrum Institutional Research
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Margins

Gross margins improved marginally to 15.8% (+20bp YoY) on the back of higher studded
mix

EBITDA for the quarter increased by 17.5% to Rs2.6bn resulting in EBITDA margin of
7.6% (-5bp) despite higher Employee cost (+27.1%) & other expense (+17.6%)

Adj. Profit stood grew healthy at 43.0% to Rs1.0bn led by higher other income (+27.7%)

Reported PAT stood at Rs698.0mn (Write off of Rs330.0mn relating to divestment of
non-core assets)

Others

Gold metal loan from current level would increase by Rs0.5-0.75bn max based on
current sanction

During FY23, management has spent capex of Rs1.9bn out of which Rs0.85-0.9bn went
for maintenance capex, we expect capex would be in the range of Rs2.5-2.6bn for FY24

Management has operated FOCO in two models where 1) capex would be done by
company & charge 1% of Sales as AMC and 2) capex cost spent by Franchise while all
52 stores opted for no store capex

Management expects Non Gold loan would reduce by 15% on gross level on the back
of first phase of divestment by H1FY24

During Q4FY23, inventory days went up from 175 days to 182 days on the back of new
store addition along with higher gold prices

On franchise store, inventory would be 15 days of revenue

Management believe, 40-50% of Net profit would be use either paying debt or
distributing dividend, going forward, yet to receive board approval

Gold metal loan in India/UAE stands at 3.75/5% respectively

Under FOCO model, store capex would be Rs30-35mn along with an inventory cost of
Rs200-220mn

Total divestment amount would be Rs5bn plus aircraft of Rs1.3bn which must divest in
next 2-3 years; help to reduce non-gold metal loan

Currently, Pre-Tax ROIC stands at 17% under FOCO model excluding gold metal loan
(14% including gold metal loan) where management expect to touch 20% in the
medium term

FY23 performance

FY23 revenues increased by 30.0% to Rs140.7bn while gross margins remained flat at
15.6%

EBITDA jumped by 36.8% to Rs11.1bn, settling EBITDA margin at 7.9% (+40bp)
Adj. PAT stood at Rs4.6bn for full year (jumped by 107.6%)

End of Mar’23 Kalyan holds 182 stores across India and Middle East

For FY23, SSSG grew at 5.5% where studded ratio stands at 25%

Company has declared final dividend (maiden dividend) of Rs0.5/share with a face
value of Rs10/share

Centrum Institutional Research
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Exhibit 2: Company Overview

Showrooms in
Middle East

Since Formation Showionms My Kalyan FY23 Revenues

in India Grassroots Stores

Countries States & UT's in India Procurement Centres Employees FY23 Adj. Profit After Tax!

Source: Company, Centrum Broking

Exhibit 3: Indian Jewellery Market: Favourable Trends and Characteristics

Gold Jewellery Demand And Ownership Is
Higher In Rural India And Rises With Income

Rising Share Of Organized Retail In
Jewellery To Continue

TS N (rem——T ] Rargest gokd market in Highest companent of retall Levels
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Source: Company, Centrum Broking

Exhibit 4: A True Pan-India Player with Expansive Geographical Presence

Pan-india Presence
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Source: Company, Centrum Broking
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Exhibit 5: Hyperlocal Jeweller... helps build a large customer base

<

Extensive understanding
of local requirements and
its design preferences

Personalized shopping
experience with locally
recruited sales staff and
sensitivities to micro
market populace

Gugarani & North indun

Thane Mahae mbbsian

Wide assortment of
product SKUs with designs
appealing to each target
micro market

Unigque marketing
approach of localizing the
brand with local superstars

Source: Company, Centrum Broking

Exhibit 6: Wide range of product offerings targeted at a diverse set of customers

WEDDING ASPIRATIONAL STAPLE REGIONAL STUDDED JEWELLERY -
JEWELLERY JEWELLERY JEWELLERY Aot T

SOLDVIA DRANCS. SOLDVIA BHANCS. SO0 VIA BANDS SOLDVIADRANDS —
MUHURAT MUDHRA, RANG AISHWARYAM NIMAH, TEJASVI, ZIAH, HERA

TARGET ALIIENCE TARGET ALIDENCE TARGET AUDIENCE TARGET ALIDIENCE

WEDDING
CUSTOMERS

MID TO HIGH-END
CUSTOMERS

VALUE CONSCIOUS
CUSTOMERS

WEDDING, MID TO
HIGH-END CUSTOMERS

Source: Company, Centrum Broking

Exhibit 7: Launched Sub —brands catering various product

MUDHRA antars Anokhi rong

ANTIQUE (MO YELLOW CHAMIOND AEWIELLERY DWAAMOND AWILERY DUAMOND AWELLLRY UNCUT DIAMOND: PRECOUS STUDCID
Pt poan 00D prtiis
OOCASION LIGHT WEIGHT, ILLISION SETTING LIGHT WEAR OCCASION OCCASION

WIAR PRONG SITTING COLLICTION CLUSTER SITTING WIAR WIAR
COLLECTION
v - N
nioylo % lL.ava reg TEJASVI
GOLD, UNCUT BIAMONDS, = e i - e

PRECIOLS STONES AND

DIAMONDS
GOL SO0 WTH SIMI
DUAMOND EWELLERY DHAMMOND EEWELLERY DUANMOND JEWELLERY 3
PRECIOUS STONES FotcouEeTan
BRIDAL WEAR
SOUTH INDIAN CasUAL/SEMI FANCY GENERI/AFFORDABLE OCCASION
MERTTAGE JEWELLERY FORMAL/DCCASION SHAPEROSE GOLD JOIALY WEAR WEAR

Source: Company, Centrum Broking

Exhibit 8: Leveraging Technology to drive Footfalls

Candere - Kalyan's = Employee training during the

* Capturing customer Uze of Content Marketing MyKalyan staff equipped with

infarmation at store level,
running analytics and
targeted compaigns

Upselling related products
at point-of-sale through
Instant dynamic voucher
codes

Social media mapping to
enrich customer database

Platform {‘near me search’)
to drive search traffic to
local store micro-sites

+ Enhancing customer

cenversion by fellowing up
an the digital foatprint

maobile app thar:
* Stores customer data
+ Manages lead generation

MyKalyan outlets also use
'near me search’

e-commierce site providme
access 1o India, US and UK
markets (currently a separate
imentory)

Online Gold Ownership
Certificate - customer can buy
online and redeem at the
store

lockdown digitally

Custamer outreach initiated
during lockdewn, via
employee mobile app

Employee targets and goal
schisvements mapped
through app, ensuring
transparency efficiency

Source: Company, Centrum Broking
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Exhibit 9: Candere —Online format

2013 2014 2016 2017

Canders webuite lamched Achioved ravenue of T1.1 Crores Incraced cotalogue to 100 product Kalyon Jewsllers make Candare.com
eatagories & o variaty af 4,000+ thair onlins platform thesugh an
Edemifind need for versatiliny of Eucehlishad o fully comme Yeit B
chasiggus acquisiticn
precious jewellery on enline platforms w-commerce website
Increcred average ricket size and : |
conversion ratio substantially F""{"“‘d"‘“"'ll toge ther
CANDERE
L.« KALYAM
Today
Reported a revenue of 21,567 mn for FY23; CAGR Customer trust and robust IT infrastructure has
growth of 58% snce acquisition by Kalyon Jewellers Strong presence and user loyally on leading el Rk ol o b

merketpluces — Amazen and Fligkart

Source: Company, Centrum Broking

Exhibit 10: Way Forward —FY25

SS;::GGS::‘::: Return Profile India Expansion Middle East Expansion sn::;:lr:ers

— —
Targated sare stores sales + Capital-efficient franchise * Toincrease the share of * Calibrated expansion in * Use the benefits of
growth of mid to high store strategy 10 further revenue from non Middle East on the back capital-light strategy
single dighs accelerate ROCE from south markets; of good business and free cash flow
current levels [Over 17% ineremental traction for last four generathon in the
inFY23) showrooms quartars business to reward
+ Selective conversion of predominently i non- = International expansion :’{f‘:}\deu V.
existing COCO ta FOCO south markets 1o be funded largely via NAHETHES OVA. (e
showrooms to reduce * New showroom capital-light franchise
capital employed in the openings to be driven store strategy
basiness largely by capital-light
« Divestiture of select non franchise stare strategy
core assets to help lighten
the balance sheet

Source: Company, Centrum Broking

Exhibit 11: Entered new era of FOCO model

First showroom 67 showrooms.
launch

{ Fr24

22 showrooms.

Objactivas:

+ Focus company's expansion plans through this significantly more capital

efficient and return accretive path Racant Updata:
s Leverage Kalyan brand and utilize the infrastructure [ resources of the Letters of Intent {LOI) signed for all the showrooms
tranchise owner proposed to be launched in FY24; in active discussions

with patential partners for the next st of franchised
showrooms in south as well a3 nen-south markets in
India in addition to Middle East.

= Franchise owned company operated stores (FOCO] ensuring robust
campliance, monitoring systems and adherence to Kalyan Jewellars'
brand standards

*  Inventory investment incurred by the franchisee; additionally, all
showraam related expenses ewcept salary borne by the franchisze

Source: Company, Centrum Broking
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Exhibit 12: Quarterly financials

Particulars (Rs mn) Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23
Net Sales 28,887 34,354 28,571 33,326 34,729 38,841 33,818
Raw Material Consumed (24,448) (28,838) (24,113) (28,153) (29,468) (32,614) (28,488)
Employee Expenses (875) (978) (943) (992) (1,033) (1,183) (1198)
Other Exp (1,283) (1,546) (1,331) (1,540) (1,567) (1,774) (1565)
Operating Profit (Core EBITDA) 2,281 2,992 2,184 2,642 2,661 3,270 2,567
Depreciation (572) (588) (580) (590) (603) (621) (632)
EBIT 1,710 2,404 1,604 2,052 2,058 2,649 1,935
Interest (837) (819) (760) (713) (739) (772) (802)
Other Income 50 172 115 79 85 69 146
Profit Before Tax 922 1,757 959 1,418 1,404 1,946 1,280
Tax (234) (412) (238) (341) (345) (461) (249)
Tax rate (%) (25.4) (23.4) (24.9) (24.0) (24.6) (23.7) (19.5)
Profit After Tax 688 1,345 720 1,078 1,059 1,484 698
Less: minority interest in income (54) 240 301 0 0 0 0
Add/(Less)- Share in profit/(loss) of associates - - - 0 0 0 (333)
Adjusted PAT 688 1,345 720 1,078 1,059 1,484 1,031
Growth (%)

Net Sales 60.7% 17.0% -6.5% 103.6% 20.2% 13.1% 18.4%
EBITDA 1158.0% 3.9% -4.1% 284.4% 16.6% 9.3% 17.5%
PAT -150.5% 16.5% -2.5% -310.0% 54.0% 10.3% 43.0%
Margin (%)

Gross Margin 15.4 16.1 15.6 15.5 15.1 16.0 15.8
EBITDA 7.9 8.7 7.6 7.9 7.7 8.4 7.6
EBIT 5.9 7.0 5.6 6.2 5.9 6.8 5.7
PAT 24 3.9 2.5 3.2 3.0 3.8 3.0
Source: Company, Centrum Broking
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Exhibit 13: Segment Breakup

Particulars (Rs mn) Q3FY21 Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23
Revenue

Domestic 24973 26149 12742 25030 28801 23988 27190 28409 32187 28054
YoY % NA NA 94.0% 61.0% 15.3% -8.3% 113.4% 13.5% 11.8% 17.0%
South -Revenue 16401 17918 8886 17696 18078 15076 17745 18951 18424 15733
YoY % NA NA 73.0% 56.0% 10.2% -15.9% 99.7% 7.1% 1.9% 4.4%
Non —South Revenue 8572 8231 3856 7334 10722 8912 9445 9458 13764 12320
YoY % NA NA 170.0% 73.0% 25.1% 8.3% 144.9% 29.0% 28.4% 38.2%
International -Revenue 4165 4252 3401 3600 5154 4249 5737 6006 6412 5486
YoY % NA NA 183.0% 61.0% 23.7% -0.1% 68.7% 66.8% 24.4% 29.1%
Store

Domestic 107 107 116 117 121 124 127 131 136 149
International 30 30 30 30 30 30 31 31 31 33
Gross Profit

Domestic 0 3825 1829 3762 4631 3646 4205 4319 5174 4402
International 713 737 615 605 800 744 891 899 973 867
EBITDA

Domestic 2472 1943 501 2006 2526 1882 2179 2223 2755 2173
International 311 298 177 260 459 331 470 467 525 418
PAT

Domestic 936 665 -426 679 1184 705 954 951 1332 910
International 116 66 -91 3 159 43 136 138 170 56
Gross Margin

Domestic NA 14.6% 14.4% 15.0% 16.1% 15.2% 15.5% 15.2% 16.1% 15.7%
International 17.1% 17.3% 18.1% 16.8% 15.5% 17.5% 15.5% 15.0% 15.2% 15.8%
EBITDA Margin

Domestic 9.9% 7.4% 3.9% 8.0% 8.8% 7.8% 8.0% 7.8% 8.6% 7.7%
International 7.5% 7.0% 5.2% 7.2% 8.9% 7.8% 8.2% 7.8% 8.2% 7.6%
PAT Margin

Domestic 3.7% 2.5% -3.3% 2.7% 4.1% 2.9% 3.5% 3.3% 4.1% 3.2%
International 2.8% 1.6% -2.7% 0.1% 3.1% 1.0% 2.4% 2.3% 2.7% 1.0%
Source: Company, Centrum Broking
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Exhibit 14: Quarterly sales and growth trends

Exhibit 15: Quarterly EBITDA and margin trend
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Exhibit 16: Ad spends and % of sales trend Exhibit 17: PAT and PAT margin trend
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Balance sheet

YE Mar (Rs mn) FY21A FY22A FY23A FY24E FY25E YE Mar (Rs mn) FY21A FY22A FY23A FY24E FY25E
Revenues 85,733 108,179 140,714 167,316 198,713 Equity share capital 10,301 10,301 10,301 10,301 10,301
Operating Expense 71,141 91,263 118,722 140,880 166,919 Reserves & surplus 17,960 21,070 26,047 31,955 39,937
Employee cost 3,315 3,543 4,406 5,354 6,359 Shareholders fund 28,260 31,370 36,347 42,255 50,237
Others 5,334 5,229 6,446 7,731 9,380 Minority Interest 5 9 (2) 9 9
EBITDA 5,943 8,145 11,140 13,351 16,055 Total debt 32,185 33,632 35,085 34,236 32,923
Depreciation & Amortisation 2,249 2,316 2,446 2,802 3,310 Non Current Liabilities 6,983 6,661 7,869 8,030 9,120
EBIT 3,694 5,829 8,694 10,549 12,745 Def tax liab. (net) 0 0 0 0 0
Interest expenses 3,754 3,224 3,026 3,050 2,485 Total liabilities 67,432 71,673 79,300 84,530 92,290
Other income 454 383 379 379 383 Gross block 24,136 25,410 27,053 29,479 32,284
PBT 394 2,989 6,048 7,878 10,643 Less: acc. Depreciation (5,200) (6,240) (8,686) (11,489) (14,799)
Taxes 454 748 1,396 1,969 2,661 Net block 18,936 19,170 18,367 17,990 17,486
Effective tax rate (%) 115.4 25.0 23.1 25.0 25.0 Capital WIP 527 17 200 200 200
PAT (61) 2,240 4,652 5,908 7,982 Net fixed assets 19,518 19,242 18,622 18,246 17,741
Minority/Associates 0 0 0 0 0 Non Current Assets 1,449 1,183 2,154 2,198 2,198
Recurring PAT (61) 2,240 4,652 5,908 7,982 Investments 582 613 1,194 1,194 3,136
Extraordinary items 0 0 (333) 0 0 Inventories 53,031 57,943 70,139 57,300 65,330
Reported PAT (61) 2,240 4,319 5,908 7,982 Sundry debtors 1,127 1,195 2,442 2,056 2,442
. i i i i i Cash & Cash Equivalents 10,966 7,772 9,819 22,566 26,732
Loans & advances 5 35 @9 1528 305
YE Mar FY21A FY22A FY23A FY24E  FY25E Other current assets 163 1,199 2,129 715 2,640
Growth (%) Trade payables 6,901 6,566 11,927 9,263 10,975
Revenue (15.1) 262 301 189 188 Other current liab. 13,873 10,720 15396 11,517 16,767
EBITDA (18) 371 368 198 203 Provisions 445 493 507 493 493
Adj. EPS nm nm_ 1076 270 351 Net current assets 45884 50,635 57,329 62,892 69,215
Margins (%) Total assets 67,433 71,673 79,300 84,530 92,290
Gross 17.0 15.6 15.6 15.8 16.0 i i i i i
EBITOA 69 75 79 80 81
EBIT 4.3 5.4 6.2 6.3 6.4 YE Mar (Rs mn) FY21A FY22A FY23A  FY24E FY25E
Adjusted PAT (0.1) 2.1 3.1 3.5 4.0 Profit Before Tax 394 2,989 4,319 7,878 10,643
Returns (%) Depreciation & Amortisation 2,249 2,316 2,446 2,802 3,310
ROE (0.2) 7.5 13.7 15.0 17.3 Net Interest 3,461 2,805 2,647 2,671 2,102
ROCE (1.1) 7.4 10.2 11.1 12.3 Net Change — WC (641) (4,001) 424 7,369 (1,970)
ROIC (1.2) 8.3 11.4 14.0 18.0 Direct taxes (569) (1,529) (1,290) (1,969) (2,661)
Turnover (days) Net cash from operations 6,289 2,520 10,134 18,751 11,424
Gross block turnover ratio (x) 3.6 4.3 5.2 5.7 6.2 Capital expenditure (479) (908) (1,863) (2,581) (2,807)
Debtors 7 4 5 5 4 Acquisitions, net 0 0 0 0 0
Inventory 257 222 197 165 134 Investments (1,821) 1,344 (2,183) 124 (1,941)
Creditors 32 27 28 27 22 Others 127 199 206 379 383
Net working capital 195 171 149 137 127 Net cash from investing (2,173) 636 (3,839) (2,079) (4,365)
Solvency (x) FCF 4,116 3,156 6,295 16,672 7,060
Net debt-equity 0.8 0.8 0.7 0.3 0.1 Issue of share capital 7,565 15 0 0 0
Interest coverage ratio 1.6 2.5 3.7 4.4 6.5 Increase/(decrease) in debt (5,132) (861) (2,146) (1,035) (1,500)
Net debt/EBITDA 3.6 3.2 2.3 0.9 0.4 Dividend paid 0 0 0 0 0
Per share (Rs) Interest paid (2,864) (2,216) (2,291) (3,050) (2,485)
Adjusted EPS (0.1) 2.2 4.5 5.7 7.7 Others (1,646) (2,182) (1,939) 160 1,090
BVPS 33.7 30.5 35.3 41.0 48.8 Net cash from financing (2,076) (5,244) (6,376) (3,925) (2,894)
CEPS 2.6 4.4 6.9 8.5 11.0 Net change in Cash 2,040 (2,088) (81) 12,748 4,165
DPS 0.0 0.0 0.0 0.0 0.0 Source: Company, Centrum Broking
Dividend payout (%) nm 0.0 0.0 0.0 0.0
Valuation (x)
P/E nm 49.2 23.7 18.7 13.8
P/BV 3.2 3.5 3.0 2.6 2.2
EV/EBITDA 18.7 14.2 10.3 7.6 6.0
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Source: Company, Centrum Broking
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Disclaimer

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock
Exchange of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has
Investment Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group. Our research
professionals provide important inputs into the Group's Investment Banking and other business selection processes.

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses
and may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report. Our
Company and Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this
material and their dependants, may on the date of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the
securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates do not own 1% or more in the equity of this company Our sales
people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with
the recommendations expressed herein. We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/
information inconsistent or different those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other
things, may give rise to or potential conflicts of interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of
information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum. Centrum or its affiliates do not make a market in
the security of the company for which this report or any report was written. Further, Centrum or its affiliates did not make a market in the subject company’s
securities at the time that the research report was published.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy,
purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with
any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information
of the clients of Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time. Centrum will not treat
recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be
suitable for all investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which
the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other
countries. The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons who may
receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek
professional/financial advice. Any such person shall be responsible for conducting his/her/their own investigation and analysis of the information contained
or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on
which the projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over
time. All projections and forecasts described in this report have been prepared solely by the authors of this report independently of the Company. These
projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted accounting principles. No
independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of
the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any
other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections
and forecasts described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and
forecasts.

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize
losses on any investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur.
Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without
notice. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential investment. Centrum and
its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currencies denominated securities are subject
to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in
securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving
futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please
ensure that you have read and understood the current risk disclosure documents before entering into any derivative transactions.

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation
or warranty, express or implied is made that it is accurate or complete. Centrum has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions expressed in this document/material
are subject to change without notice and have no obligation to tell you when opinions or information in this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication
may not be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion hereof may not be
printed, sold or distributed without the written consent of Centrum.

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information.

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained
herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your
information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The distribution of this
report in other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves about, and observe any
such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or
complete.
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The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and
are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report
and there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection.

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its
directors or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors
or any other person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or any other person
accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith.

Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months. Centrum and affiliates
have not received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
service in respect of public offerings, corporate finance, debt restructuring, investment banking or other advisory services in a merger/acquisition or some
other sort of specific transaction.

As per the declarations given by him, Mr. Shirish Pardeshi & Mr. Soham Samanta, research analyst and and/or any of their family members do not serve as an
officer, director or any way connected to the company/companies mentioned in this report. Further, as declared by them, they are not received any
compensation from the above companies in the preceding twelve months. They do not hold any shares by them or through their relatives or in case if holds
the shares then will not to do any transactions in the said scrip for 30 days from the date of release such report. Our entire research professionals are our
employees and are paid a salary. They do not have any other material conflict of interest of the research analyst or member of which the research analyst
knows of has reason to know at the time of publication of the research report or at the time of the public appearance.

While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are
under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from
doing so.

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances.
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Centrum
Broking Limited or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person
unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in
Canada or used by private customers in United Kingdom. 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.

Ratings definitions

Our ratings denote the following 12-month forecast returns:
Buy — The stock is expected to return above 15%.

Add —The stock is expected to return 5-15%.

Reduce — The stock is expected to deliver -5-+5% returns.
Sell — The stock is expected to deliver <-5% returns.
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