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BATA INDIA BUY

RETAIL Target Price: Rz 580

Positive takeaways from media interaction

Mr. Gopalokrishran, MD and CED of Bata India, stated in an intenview
that impoct of demonstizotion on Bato sales lasted for only two wesks;
the company came back strongly, posting double-digit sales growth in
Jan- Feb" 17 .Over long term, the focus continues on key strolegic  wankEr pATA

AP : Rs 530
Potential Up.lll:'u L

chonges like (i] exponding into smoller cities through Franchise route, Ho. of Shares 129 mn
(iT] increasing its odverisement spand to appeal to younger customers  Frae Flogt A7
and(iii| increasing its gross margin through premium product mizx. Markst Cap - Ps 68 bn

5Zweek High / low  : Bs&14 /Rs 400
We believe that effective implementation of these initiotives coupled with ~ Awa. Daily vel. {dmth| : 521,790 shares

improwving mocre envirenment in a categery dominated by unenganized Bloomberg Code : BATA 1B Equity
will improve the soles growth.We estimote 20% EPS CAGR over Promaters Halding P 5E%
FY17-20E. Maintain BUYwith TP of Rs 580based on Fwd P/E of 29x. Fil /Dl 6%/ 20%

Key highlights from media inleractions

¢ Bata has 1,300 retail stores which contribute 80-85% to sales. The company plans to open 100 com pany-cwned
stores annually to improve its presence in langer cities. In fier 2/3 cites, it is likely to follow osset light model for
expansion ond guided for odding 50 fronchise stores onnually

# The company has 100 stondalone stores for the premium licensed brand Hush Puppies, and sells over 1 mn pairs.
The monogement has identified doukle-digit growth potential for the brond by expanding into smaller cities

¢ Incrensing disposable income ond higher consumption by younger consumers will lead o the premiumizofion of
product mix, as per the manogement. Mr. Gopalokrishnan quided ta increase the gross margin by 100bps

# Bata hos oppoirted O&M as its advertising ogency os the company looks of improving its brand appeal 4o younger
consumers. Mr. Gopalakrishnon highlighted that the company is likely o increose its media spend from 1% of sales
to about? . 5% of sales

Finandal summary (Standalene) gy drivers
Y /E March Ffl& FF1TE FY18E Fr19E (%l Ff1TE FY18E Ff19E
Scles B3 mn) 24,170 24,431 28,080 32,028 Eales growih 1.8 14.0 14.1
Alj PAT B3 min) 1,640 1,796 2,138 2,572 Grozs morgin 520 53.2 53.4
Con, EP5* Rs) . - - - EBITE& morgin 1.2 12.2 13.0
EFS B 128 14.0 16.6 20.0
Chonge YO (%) (1.9 = 19.0 20.3
F/El 416 38.0 3.e 26.5 Price performance
Rof %) 14.9 14.5 15.5 16.% 120 Sensex —— Bala India
RoCE (%) 16.1 19.3 2.2 728 100 g PRy ~
EV/E W 24.1 234 18.5 15.3 -
DFS i) 15 40 50 6.0
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Exhibit 1: Sales growth Exhibit 2: Gross margin
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Exhibit 3: Employee cost te soles Exhibit 4: Rent to soles
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Exhibit 5: AEP to sales Exhibit &: EBITDA margin
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Exhibit 7: 1-year ferward PE
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Financial summary (Standalone)

Profit &loss (Rs rn)

¥/E March Fiflé F17E FY18E P %E
et 2oles 24,170 24,531 28,080 32,028
Ciher cperaling income 11 13 14 15
Totol operafing income 24,181 24 644 IHO094 32043
Cost af gocds scld [11.580] 11,6010 13,147 [14.925]
Groms prolit 12,820 13,043 14,952 17,118
aroere margrive fR] 522 £30 532 534
Talal operating expenses @214 10290 J11,518] [12.941)
EBIDA 2,706 2,752 3,436 4,158
FETDA margen [f 2 2 122 153
Cepracialion 52| (653 769 |87
ERIT 1,954 2,099 2866 3281
et interest (17 [15] |15] |15
Ciher income 01 514 514 S1F
Profit bekore lox 2984 2,603 3,167 3783
Tohal kxalicn 797 807 |1.029| |1.2109
Tow w57 287 JLo 328 F20
Prafit after fax 2,187 1,704 2,138 2572
Minorilies -
Prafity Loss associche oojs| [&13 - - -
Addjusted net prakil 1,640 1,794 2,138 2,572
Ag) FAT moegin [45) ) ~3 . 8.4
Mel nor-recurring ilems &13 = = =
Feported net profil 2,253 1,794 2,138 2,572
Bolanice sheet (Rs mn)

¥/E March Ffié F17E FYTEE  FY15E
Paid-up eapilal 543 &43 &4 3 G43
Res=mves & surplu; 11, 1E8B 12, 362 13,788 15438
et worth 11,830 13,024 14,410 14,080
Bomowing 400 420 441 463
Ciihar noncument liahililies 1,078 4 55 1,237 694
Tetal lidol Fies 13,259 13,901 16088 17238
Groms Fined ossels 7496 8,748 10,398 11,848
Lews: Cimpreciolion |4,483) |5, 138| |5, 208| [&. 783
Mei fined ozt 3,015 3,612 4,492 5,066
Addd: Copilal WP 195 104 107 108
Tatal fised auats 321z RN 4, 599 5,174
Tatal Investment 2,554 3,054 3,554 4 054
Ime=niory & TES 7113 a1z B840
Cehiors L= 451 FE0 589
Cish & bank w0 1,084 1,415 1,052
Loans & advances A =1 Ao 352
Current liahilities 4,205 4,541 5,103 5,758
et cumrent ossels F. 4. 4481 5315 5,197
CHher noncumrent asssis 2,803 24448 2,520 2,813
Tobol ossets 13,259 13,901 16088 17238

Seurce: Canpong, A.li:.':apiln:‘ heke: AThe sompary = cl‘-:lng:d ita Tincan=inl year
-:rl:ling i= Mlarch from Docember. Thin, the cumreni finonciol poar will be fzr 13 nonths
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Cash llew (Rs mn)
¥/E March Ffé& FI1/E F18E  FYISE
Prodit before tax 2,964 2,806 3,147 3,783
Depradation & Amortizalion Fa2 &53 Fae 8rr
Chyg in working capi! {47l 17 iod feaiy
Cosh Bow from operofions 2,044 e 2511 1,966
Capiiad expemoivne Jackdl PN ) S O e S 2
Cosh Bow from ivesting 10600 (1341) (1,435 (1,434)
Equity ravisect’ frepaial) - . ; -
Dbt revisecly’ jreperic) ! 20 2 27
Divichend poid PLrr R R B -V T
Cosh Bow lrcm fivomcing B9 98 p4e 95
et chg in cash 55 145 330 |3&3]
Key ratias
OFERATIONAL
FOIEFS [Ks| 12.8 14.0 &6 200
CEPS |Rs) 234 121 by b
DFS [Rs] 3.5 4.0 5.0 &.0
Diivick=nd payoul ratio [%] 200 28.6 30,1 30.0
GROWTH
et sokes [%] 12.2 1.9 14.0 14.1
EBITCA [ 1.0 1.7 24 8 Z1.0
Addj net prafit [ 0.9 2.5 19.0 20.3
FDEPS %) 0.9 9.5 19.0 20.3
PERFORMAMMCE
Kok [3] 149 14.5 15.4 148
RolE [%] 18.1 19.3 1.2 2 H
EFCENCY
Anmsl furnower [1] 2B 2.7 2.9 4.0
Soles/ ol oasets [« 1.4 1.4 1.4 1.4
‘Wiorking capilly soles |« al a1 .1 a1
Receivable derys 10.5 &.7 12,1 &.7F
Irveriory deoys 115.4 118.6 115.6 11&4.0
Payoble doays 55.2 5684 57.5 571
ANANCIAL STABRITY
Todal debly equity [=] - - - -
Met debty equity ¢ 0.3 (0.3 (0.3 0.3
Current roio [x) 2.1 2.0 2.0 1.2
Imlerest cover |xj 1134 1399 1778 2187
VALUATION
FE [x] 41.& 36.0 ale 4.5
EW, EBIMDA, [u| 24.1 23.4 14.5 153
EW/ el zales [x] 2.7 2.6 2.3 2o
PB x| 5.8 5.2 47 4.2
Dividend yield [%] o7 .8 0.9 1.1
Free cash flow yield [%| 2.4 1.1 1.6 0.8
Sourr: Company, Aai Cop ol - .
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IChi s oy ress:

The Fllawireg Dischzuns are being made in eamplianes with the SEB] Research Analvsl Regulations 3014 (herein afer referred booas the Regalations).

1. Axis Securities Lid. (ASL) i a SEBI Eegisterad Research Analy=t having regisiration no. INHOOO0297, AYL, the Research Entity (RE) as defined in the
Eegulations, is engaged in the business of providing Steck broking services, Depesilary participani services & disidbubion of various fnancial
produci=. ASL i5 a subsdiany comipany af Axie Bank Lid. Acs Pank Lid. is a lgted public compary and one of India's lamgest privade secior bank and
has ils varicus subsidiades engapged in businesses of Asod management, WBEFC, Merchant Banking, Trustesship, Venture Capital, Siock Broking, the
delails in respect af which are available on wwaraxisbank.com.

AL is registered with the Securities & FExchange Boand of [ndia (SEBI) for 1= stock broking & Depesilory participant business activities and with the
Aszacialiom of Muiual Funds of India (AME]) for distcibulbion of Anancial producs and also registered with IRDA as a corperate agent Far insurance
bisiiess aclividy.

3. ASL has no material adverse disciplinary histo e as an ihe daie of publication of this repor.

4. [M%We, authors (Research ieam) and the name/s subscbed 1o this report, bencby centify that all af the views expressed in this reseanch neport accurald y

refledt myfour views aboul the subjec issuer(s) or securtics. [We also cerlify that no pan of myfour compensiion was, is or will be directlly or

[

indirectly relaied 1o the specific rscommendationi=) or view(s) in this report. ae ormyvfour relative or ASL doss nol lave any Arancial inderest in the
subjert company. Also Lhwe or myfour relative or ASL or ils Associales may have beneficial ownership of 1% or more in the subject company al the
end of ihe month immediaiely preceding the date of publication of the Besearch Repor. Since associales of ASL are engaped in various fnancial
servios businesse, ihey mighi have fnancial inlersiz or benefidal ownership in various companies including the subjel company/companies
menficnzd in this repor. Lhwe of mwfaur relative or ASL ar [z ssaciale da mol have any matedal canilia of inkerest. Liwe have nod served a2 divectar,

officer aor employes in the subject company.

Rewcarch Team
Sr. Mo Mame Diewigna Hon E-mail
1 Akhand Singh Research Arabs okhand.singh@asissec oriiein
2 Sonkor Manpmnon [otobose Manoger sonkor noroponorasEsecuiies.in

3. ASL or 1is associales has mol receivied any compensation from the subjecl company in the past twelve months, ASL or s Reseanch Analysis has nod
bezn engaped in markel making activity for the subject company.

&, 0 ibe lasi 12-month period ending on the st day of the monih immedialdy preceding the dade of publication of this research reporl, ASL or any of
s amociales may have:

i Fevzived compmsation for investment banking, merchani banking or siock broking services or for any other servioss from the subjecdt
company of this research report and [ ar;
ii. Managed or co-managed public offering of the securities from Lhe subject company of this research repori and [ or;
iid. Fevzived compersation for products or services other than imvestment bankirg, merchant banking or sleck broking servios from the subjecdt
company of Lhis research reporl;

ASL or any of ils associates have nol received compensaiion or olher benefils from the subject compary of ihis research reporl ar any ather third-party
in connection with this repord

Termdz Condilions:

This report has been prepared by ASL and i= meant for soke use by the recipient and nod for circulation. The repont and information contained herein is
stricily canfidential and may nod be allersd o amy way, iransmitied 1o, copied or distribuled, in part or inowhole, 10 any ather persan o 10 Lhe media or
reproduced in amy form, withoul prior writlen corsend of ASL. The repor 1= based on the facls, Agures and information that are considensd frie, oomec,
reliable and acourate. The intent of this report is nol recommiendatory in nature. The informaiion & oblained from publicly available media or other
sources believed 1o be reliable. Such information has nol been independantly verified ard no puaranty, representation of warranly, express of impliced, is
made as Lo lis accuracy, compleienss or correciness. All such infarmation and opinions are subject 1o chanpe without motice. The report = prepared
zalely for informalional purpeas and dees mol consiiule an olfer decumend or solicilalion of affer 0 buy or s8] o subscribe For securilies o othe e

finandal ingrumenis for the clienis. Though dissemimaied 1o all the customers simultaneously, nod all cusiomers may reosive this report ai the same
fime ASL will not tread recipicms as cuslomers by virtue of ther receiving this repor.

A.ﬁ.xla SECURITIES
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DEFINITION OF RATINGS

Expecied obsolule returns over 12-18 moniks
More than 10%

Betwaen 10% and -10%

Less than -10%

sded

Disclaimer:

Mething in this reporl consiiiules mvestimenl, legal, acoounting and lax advice o a representation ihal any imvestmend o stralegy s sulfable or appropriale
Lo the recipiert's specilic droumstances. The securfles and stmlcgies discussed and opinians expressd, 1 amy, in this reporl may nod be zullable for all
investors, who must make ibeir o invesimend decisions, based an their owen invesimend objectives, financial pesitions and reeds of specific recd plent.

Thiz reporl may nol be taken in subsiiiubion for the exercise of independent judgment by any recipient. Fach neciplent of this repori shiould make such
Invesligatians az it deems neceszary W arrive al an independent evaluadion of an dvestmend in the securities of compandes refemed to in this report
(inelucing the mediz and dsks involved ), and should conzull fls awn advizars 1o determine the meritz ard rizks of =uch an invesiment. Cerain transactions,
Including thees imvolving Fulures, apliare and other dedvalives az well az non-nvedment grade secudiies invalve subslantial risk and are not sullable e
all investars. ASL, its directors, analy=ls or employvees do nat take any responsibility, Arancial or othersise, of 1he losse s or the damages sustained due 1o
the investmenis made or any acion faken on basis af this repard, induding bul nod resiricted io, fluctuation in the prices of shares ard bomds, chanpes in the
currency rales, diminution in ihe NAVs, reduction in ihe dividend or income, ele. Past pedformance is nol necessarly a guide 0o fulure perdommance.
Irwesiors are adyvise necessarily a guide 1o fulure performance. [mvestors are advised 1o see Risk Disclosure Document to unde rstarel the risks associated
before investing in the securifies markets. Actual results may differ materally from those sel forth in projections. Fonvard-locking, slatements are nol

predictions and may be subject 1o change withoul notice

ASL and 1= affilialed companies, iheir direclors and employess may; (a) from Hme 10 time, have long or shon positionds] in, ard buy or sell the securities of
the com panyies) mentioned herein or (b) be engaged in any other fransaction invalving such securilies or earn brokerage or ather compensatian or act asa
markel maker in the finarcial instrumenis of the companyiies) discussed bersin or acl as an advisor or investment banker, lendenborrower o such
company(ies] or may have any other poiendial canflici of interests with respect 1o any recommerdation and oiber related information and opiniors, Each of
the=se entities Funclions as a sepamale, distinel and independen of each ciber, The recipient shoukl fake this inio account before interpreding this J coument.,

ASL ard [ or its alfiliales do ared seek 1o do business ircluding invesiment banking with companies coversd in lis research reporis. As a result, the
recipienis af this report should be aware that ASL may have a potential condlict of inkerest that may affect ibe cbhjectivity af this repornt. Compersation of
Research Analysts is ral based on any specific merchard banking, investmeni banking or brokerage service transactions. ASL may have sued oiber reporis
thal are incorsistent with and reach different corclusion from the information presented inihis repord.

Meither ihis report nor any copy of i may be taken or trarsmiiled inlo the United State fio US Persons), Canada, or [apan or disidbuled, directly ar
indirectly, in the Uniled Siates or Canada or disidbuled or redisid buled in Japan or to any resident thereal. I this report is inadvetenily st or has
reached any individual in such country, espedally, USA, the same may be ignored and brought 1o the aitention of ihe serder. This report = rot direcied or
intended for distrbulion fo, or use by, arme person or endity who is a citizen or resident of or located in any locality, stale, country or other jurisdiction,
where such disinbution, publication, availability or use woukd bz conlrary fo law, regulation or which would subject ASL 1o any regisiration or licensing
requiremnent within such jurisdiciion, The securitics desoribed herein may or may rol be eligible o sale inall jurisdicions or o cedain calegory of
investors,

The Disclosures of [nleresi Statement ircorporated in dhis decument s provided solely to enhanee ibe fransparency and shoukd not be treated as
erelorsement af the views expressed in the report. The Compary reserves the right 10 make medifications and aliernations 1o this document as may be
reqquired From fime 1o bme withoud any prior ratios, The views expressod ane those of the analy=tis) ared the Company may or may nol subscribe b all ibe
views expressod therein,

Capyright in this document vests with Axis Securities Limited.

Axie Securities Limiled, Corparate offies: Unid Mo, 2, Pheenixn Markel Cie, 13, LES Eead, Mear Ramani Junction, Kuda (west), Mumbai- 0000, Td Mo, -
1RON21D0B0R 0225145005, Repd. affl.- Axiz House, Bth Floor, Wadia Intlemational Cantee, PandurangBudhkar®arg, Wadi, Mumbai —400 023, Campliances
Oificer: ArandShaha, Email: complianceofficer®Paxisdirect.in, Tel No: (22-4267 1352,
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