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Dalmia

V2 Retail Limited - Q3 FY19 Result Update

Company Profile

V2 Retail Limited (V2 Retail) offers a portfolio of products, including apparel and life
style products. V2 stands for ‘Value and Variety’ it sells, good quality fashion gar-
ments at affordable prices, which suits every individual and household. The company
caters to the neo middle class group of population living in Tier Il and Tier Il cities.
The Company operated 74 stores in 17 states and 69 cities covering a total retail
area of 8.75 lac sq. ft. as on Dec 31, 2018.

Q3FY19 Result beats our estimates; PAT margin improves by 80 basis points YoY

e V2 Retail’s revenue increased by 58.24% YoY to INR 241.08 crore in Q3FY19
on the back of strong festive and wedding season demand.

e The company has expanded 4 new stores on net addition basis during the quar-
ter. lts total number of stores increased to 74 in Q3FY19 from 70 in Q2FY19.

e V2 Retail has about 8.75 lakh sq. ft. retail space spread across 17 states and 69
cities as on Q3FY19.

e The company’s Gross Profit also rose by 57.37% YoY to INR 84.75 crore in
Q3FY19. The company’s Gross Profit margin contracted by 20 basis points to
35.15% in Q3FY19 on yearly basis due to 58.7% YoY rise in cost of raw materi-
al.

e V2 Retail’s EBITDA increased by 39.22% to INR 32.88 crore in Q3FY19. How-
ever, EBITDA margin contracted by 186 basis points to 13.64% in Q3FY19 due
to Employee expense which rose by 140 basis points as a percentage of net
sales and other expense by 60 basis points as a percentage of net sales on year-
ly basis.

e The company’s PAT boosted by 72.6% YoY to INR 23.59 crore in Q3FY19. The
company’s PAT margin expanded by 82 basis points to 9.79% in Q3FY19 on
yearly basis.

Q3FY19 Con call Highlights

e V2 Retail’s same store sales growth (SSG) stood at 9% in Q3FY19. The compa-
ny’s Sales per sqg. ft. per month stood at INR 945 in Q3FY19 against INR 679 in
Q2FY19. lIts Average Selling price remained at INR 299 in Q3FY19 against INR
243 in Q2FY19.

e The company has closed 2 stores in West Bengal due to lower sales and higher
rental cost in these stores. The company has opened 2 new stores in January
2019 and plans to open 2 new stores by the end of FY19.

e V2 Retail is focusing on consolidation of its newly added stores in last one year.
Going forward management expect 30% top line growth without adding any

new store.

Financials: (Standalone) (In INR Cr.)
FY 2017 FY 2018 FY 2019E FY 2020E FY 2021E

Net Sales 472 559 722 896 985

EBDITA 43 55 59 64 90

PAT 39 31 17 35 52

EPS (INR) 13.9 9.6 5.4 10.8 16.0

P/E (x) 13.7 43.4 51.9 25.9 17.5

Source - DSPL Research, Company
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Target: 321

Upside: 14%

CMP : 280.75 ( As on 28/01/2019)
Reuter Code : VREL.NS

Bloomberg Code : VREL:IN

Market Data

Face Value (INR) 10.0
Equity Share Capital (cr) 34.0
Share Outstanding (cr) 3.4
Market Cap (INR cr) 952.4
Book Value / share 81.0
Daily Avj. Volume 13,830
52 W High 4977
52 W Low 245.4
Shareholding %
Promoter 51.1
Foreign 10.4
Institutions 3.3
Public & Others 35.2
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Q3FY19 Con call Highlights (Continue)

V2 Retail management is targeting 25-26% of total revenue from private Label in next six months. The company is
focusing to increase per sq. ft. Gross Profit for its stores through penetration of private labels.

V2 Retail’s management expect to maintain its EBITDA margin around 8-9%. The company’s average Rental cost
sqg. ft. per month remained at 43-45 (5-6% as a percentage of net sales).

The company’s Inventory days stood at 95 in Q3FY19 against 105 in Q3FY18. The company is targeting on an
average inventory days at 90, going forward.

The company is comfortable at cash level. It has negligible borrowings at the end of Q3FY19 and debt will come
down to zero at then end of FY19.

Recently, V2 Retail has opened a warehouse in Bengaluru to cater southern region stores and company may open
a warehouse in Eastern region if required in future.

V2 Retail’s e-commerce website work is going as per plan and website to go live after 6 months.

Valuation

V2 Retail caters to Tier Il & Il cities in India with 92% of its stores are in these cities - Almost 65% of V2 Retail stores
are in Tier lll cities, which are under-served by the organized retailers. V2 Retail emphasized on asset light business
model and smaller store formats with an average size of 10,000-11,000 sq ft where payback period is 3-4 years,
which reduces the risk of store failure significantly. This strategy has yielded benefits like low operating cost and help-
ing it to maintain profit margin.

We recommend a HOLD on V2 Retail with a TP of INR 321, valuing it at 20x FY21E earnings, considering earnings
CAGR of 23.3% over FY18-21E and improving margin with healthy inventory turnover. V2 Retail is currently trading at
PE of 17.5x and EV/EBITDA of 9.9x FY21E. It's nearest listed competitor V-Mart Ltd is trading at 59x TTM PE.
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V2 RETAIL LIMITED

Financials - Standalone (in INR Cr.)

Particulars Dec-18 Sep-18 QoQ (%) Dec-17 YoY (%)
Total revenue from Operation 241.08 155.67 54.86% 152.35 58.24%
Cost of Material Consumed

Purchases of stock-in-trade 149.43 157.42 -5.08% 75.20 98.70%
Changes in inventories of finished

goods & WIP {Inc)/Dec 6.90 {(48.08) 23.30

Total Cost of Material 156.33 109.35 42.97% 98.50 58.71%
Employee Cost 23.00 20.26 13.53% 12.38 85.74%
Other Expenses 31.19 3398 -8.23% 18.78 66.07%
Operating Expenses 210.52 163.59 28.69% 129.66 62.35%
Operating EBITDA 30.56 (7.92) 22.69 34.70%
Op. EBITDA Margin (%) 12.68% -5.09% 14.89%

Other Income 2.32 5.14 023 150.20%
EBITDA 32.88 (2.77) 23.61 39.22%
EBITDA Margin (%) 13.64% -1.78% 15.50%

Deperication 3.77 3.50 7.62% 2.16 74.10%
EBIT 29.11 -6.27 21.45 35.71%
EBIT Margin(%) 12.07% -4.03% 14.08%

Finance Cost 0.32 0.11 184.06% 0.05 501.69%
Exceptional lrem (1.32) {(25.30)

PBT 27.47 (31.69) 21.40 28.38%
PBT Margin(%) 11.39% -20.35% 14.04%

Tax 3.88 {13.16) 773 -49.83%
Tax Rate (%) 14.12%  41.52% 36.12%

Share of minority & Associate

PAT 23.59 (18.53) 13.67 72.60%
PAT Margin (%) 9.79% -11.90% 8.97%

Other Comprehensive Income 0.02 {0.02) {0.00)

Total Comprehensive Income 23.61 (18.55) 13.67 72.72%
Earnings Per Share

Basic EPS {INR) 6.93 (5.44) 4.30 61.13%
Diluted EPS {INR) 6.88 {5.44) 4.29 60.37%
Gross Profit 84.75 46.33 82.93% 53.85 57.37%
Graoss Profit Margin (%) 35.15% 29.76% 35.35%

Source - DSPL Research
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Financials - Standalone (in INR Cr.)

Particulars OMFY19 9MFY18 % Change
Total revenue from Operation 584.50 432.16 35.25%
Cost of Material Consumed - -

Purchases of stock-in-trade 47817 290.93 64.36%
Changes in inventories of finished goods

& WIP (Inc)/Dec (87.69) {0.08)

Total Cost of Material 390.47 290.85 34.25%
Employee Cost 60.66 34.22 77.27%
Ciher Expenses 20.84 59.04 53.84%
Operating Expenses 541.97 384.11 41.10%
Operating EBITDA 42.54 48.05 -11.47%
Op. EBITDA Margin (%) 7.28% 171.12%

Ciher Income 8.25 1.80 357.80%
EBITDA 50.78 49.85 1.88%
EBITDA Margin (%) 8.69% 11.53%

Deperication 1015 6.02 68.47%
EBIT 40.64 43.83 -7.28%
EBIT Margin(%) 6.95% 10.14%

Finance Cost 0.43 0.57 -24 . 58%
Exceptional ltem (26.62) -

PBT 13.58 43.25 -68.59%
PBT Margin(7) 2.32% 10.01%

Tox 2.71) 15.20

Tax Rate (%) -19.94% 36.77%

Share of minority & Associote - -

PAT 16.29 27.35 -40.43%
PAT Margin (%) 2.79% 6.33%

Other Comprehensive Income {0.02) {0.00)

Total Comprehensive Income 16.27 27.35 -40.50%

Earnings Per Share

Basic EPS {INR) 4.75 8.72 -45.54%
Diluted EPS {IMNR) 4.70 8.55 -45.00%
Gross Profit 194.03 141.31 37.31%
Gross Profit Margin (%) 33.20% 32.70%

Source - DSPL Research
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Financials - Standalone (in INR Cr.)

Profit & Loss Stotement FY2018 FY2019E FY2020E FY2021E Balance Sheet FY2018 FY2019E FY2020E FY2021E
Net Seles 5594 7217 8958 9850 Share Copital S
Total Revenue 5594 7217 8958 9850 Feserves ondlurplus 400 2375 1815 3443
Raw Meterial Cast 3790 4836 4002  650.] Shareholders Fund 2740 2914 3265 3782
Gross Profit 1804 2382 2954 3349 'T"“:‘T’L"’f'““”“*
o1l Loan
Emp|4:q,ree Cost 483 738 8] s Deferred Tax Ligilities - - - -
Other Manufocturing Cost 802 117 1523 1378 ) fiabilities 2740 2914 3265 3782
Operating EBITDA L7 305 582 837 Nt Fixed Assets 69.1 964 957 954
Op. EBITDA Margin (%) 2.2% 7.0% é.5% 85%  Deferred Tax Assets 475 475 475 475
Other Income 33 8.7 54 5% Goodwil . . . .
Deperication B4 10.2 11.1 120 Investments 89.7 - - -
EBIT 46.6 490 525 776 Sundry Debtors . - . .
EBIT Margin 8.7 6.8 599 795 Cosh & Bark 48 228 260 475
Finance Caost 0.4 05 . . Loans & Advances 34 36 43 49
Excepﬁonn| ltem R [26.4) R R Inventeries 160.2 2571 3068 32318
T 147 4 175 55 sont: cu;;:m - 1003 1384 1444 1754
PAT 31 17.3 5.0 518 Pruovi?ironr . 19 4 15 49
Other Current Lichilities 132 217 249 295
Share O/5 fin erl 32 32 32 32 Total Current liabilities & Provision 1154 1637 1958  209.9
Besic EPS (INF) 9.6 34 108 160 Net Assets 98.0 1778 2135  265.6
Ciluted EPS INR) 946 34 108 160 Miscelleneous Expenditure 124 124 124 124
Cash EPS (IMF] 122 .4 14.3 195 Total Assets 2740 2914 3245 3782
Ratios Analysis FY2018 FY2019E FY2020E FY2021E
Cashflow Statement FY2018 FY2019E FY2020E FY2021E Dor Share Vel
er are Yalue
EET on 8 Ao "'i'a'o 2]]0"; 5]2]“']5 ?]2'?} EPS (Rs) 9.6 5.4 10.8 16.0
epreciation & Amorfization 4 - - Y BYPS (R) 80.8 85.9 96.2 111.5
Finance Cost 04 0.5 - - DPS (Rs) _ _ _ _
Cthers 04 244 - - Turnover Ratio
{Irerl/Decr in Warking Capital (17.7) (&1.8) (32.5) (10.4] Invenfory Days 90 130 125 120
o o ua - liza - Bsh EEb:frs DEYS 52 70 %7 5
i reditors Days
Cash Fhm.f from Dperuhng 37.3 (7.0 13.6 932 Cash Conversion Cycle 36 60 58 55
(Incr)/ Dcr in Gress PPAE R41) @75 104 01T s Tomower Rafie L e 7 7
Cthers [66.9) §9.7 - - Profitabiliy Ratio
Cash Flow from Investing {111.0) 52.2 {10.4) (11.7) EBITDA Margin 9.8% 8.2% 7.1% 2.1%
Praceeds fram issue of Shares & Warrants §1.5 - - - PAT margin 5.6% 2.4% 3.9% 5.3%
(Dect/Inc in Dels 84) ) ) ~ ROA 8.0% 3.8% 6.7% 8.8%
terectPaid 04 03 _ ~ ROE 11.3% 6.0% 10.7% 13.7%
eres . ROCE 11.6% 15.3% 10.7% 13.7%
Others - (26.4] - - Solvency Ratio
Dividend Paid - - - - Debt / Equity Ratio 0.0 0.0 0.0 0.0
Cash Flew from Financing 723 (27.1) - - CU'tFem RC_"iO 2.4 1.7 1.7 1.9
Inr/{Decr) in Belance Sheet Cash 14 180 32 415 QuickRatio _ 1.0 0.1 0.1 0.3
Cash and cash eq.liw:hnis op. bal 6.2 48 278 26.0 Inieresi_Coverog;e Ratio 5.7 0.0 0.0 0.0
Valuation Ratios
Other Berk Belonces - - - - PE (x) 43.4 51.9 25.9 17.5
Cash and cash equivalents <l. Bal 48 228 26.0 675 pmK 5.9 2.3 2.9 2.5
EV/EBITDA {x) 24.1 15.7 14.6 9.9
Mcap/Sales (x) 2.5 1.3 1.1 1.0
Earning Yield (%) 2.3% 1.9% 3.9% 5.7%
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0%
Free Cash Flow Yield (%) 0.9% 4.7% 0.3% 4.4%

Source - DSPL Research




DISCLOSURE

Inv;stmen1 Expected return (Over 1 year)
ating Trading Rating Expected return (less than1 year)
Buy > 15%
0,

Hold > -10% o 15% Buy > 5%
Sell < -10% Hold > -5% to 5%

We have forward looking estimates for the stock but we refrain Sell < .5%
Not Rated > .

from assigning recommendation

The definition of the terms used in making recommendations are available at http://www.dalmiasec.com/Pdf/Abbreviation.pdf. These terms have been consistently used throughout the Re-

search Reports contained herein.

We/I, Dineshkumar Gupta, M. Sc, Lohit Bharambe, BE, PGPM, as author / the name subscribed to this report, hereby certify that all of the views expressed in this re-
search report reflect my / our personal views about the subject or securities and no part of my / our compensation was / is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report.. We / | or my / our relative(s) or Research Entity does not have any financial interest in the subject company other

than disclosed.

Business activity of the research entity
for

Stock Broker, Merchant Banker, Depository Participant, Mutual Fund Distribu-

Disciplinary history of the research entity Nil

Terms & Conditions for offering Research Report by research entity
On principal, we do not sell our research reports.
The Research Report should be kept confidential.
The Research Report is published with honesty and in good faith.
The Research Report is prepared after thorough analysis of the Stock Market.

Research analyst or research entity shall effectively address conflict of interest which may affect the impartiality of its research analysis and

research report and shall make appropriate disclosures to address the same.

Research analyst or research entity or any employees will not engage in insider trading or front running or front running of its own research

report.

Research analyst or research entity shall comply with all regulatory requirements applicable to the conduct of its business activities.

Research analyst or research entity or its employees engaged in research analysis shall observe high professional standard while preparing

research report.

Details of associate of research entity

Dalgreen Agro Pvt. Ltd. | Visual Estates Pvt. Ltd. | DSPL Investments Pvt. Ltd.

Trust

Chanda Bharech Beneficiary

VSN Enterprises

Dalmia Investmart Pvt. Dalmia Devcon Pvt. Narain Prasad Dalmia

Damia Devcon Pvt. Ltd.

Namtech Commercial

Ltd. Ltd. HUF LLP.
Dalmia Janakalyan Sweta Beneficiary Suryakant Dalmia HUF Mount Intra Finance Pvt. Lid. Vaishnawi Housing Pvt.
Kosh Trust Ltd.

Dalmia Securities Pvt.
Ltd. Employees Gratu-
ity Fund

Avni Beneficiary Trust Mount Intra Properties LLP

Advay Beneficiary Trust

Mount Intra Finance
Private Limited Employ-
ees Gratuity Fund

DISCLOSURE OF INTEREST:

Whether the research analyst or his relative or research entity or his associate has any financial interest in the subject com-

pany and the nature of such financial interest. o Yes VNo
Whether the research analyst or research entity or its associates or relatives, have actual / beneficial ownership of one per
cent or more securities of the subject company, at the end of the month immediately preceding the date of publication of o Yes v No
the research report;
Whether the research analyst or research entity or its associates have received any compensation from the subject compa- v VN
ny in the past twelve months; o res °©
Whether the research analyst or research entity or its associates have managed or co-managed public offering of securi- v VN
ties for the subject company in the past twelve months; b res °
Whether the research analyst or research entity or its associates have received any compensation for investment banking
or merchant banking or brokerage services from the subject company in the past twelve months; o Yes v No
Whether the research analyst or research entity or its associates have received any compensation for products or services
other than investment banking or merchant banking or brokerage services from the subject company in the past twelve o Yes v No
months;
Whether the research analyst or research entity or its associates have received any compensation or other benefits from v VN
the subject company or third party in connection with the research report; ores °©
Whether the research analyst has served as an officer, director or employee of the subject company;

o Yes vV No
Whether the research analyst or research entity has been engaged in market making activity for the subject company. v VN

o Yes o
Other Material Conflict of Interest, if any NIL
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DISCLAIMER

DISCLAIMER

This report has been prepared by M/s Dalmia Securities Pvt. Ltd. (hereinafter referred as DSPL, SEBI Registered Research Ana-
lyst) and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have
been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such infor-
mation has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its
accuracy, completeness or correctness. This research report does not constitute an offer, invitation or inducement to invest in
securities or other investments and DSPL is not soliciting any action based upon it. Before acting on any advice or recommen-
dation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek
professional advice. DSPL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the loss-
es or the damages sustained due to the investments made or any action taken on basis of this report, including but not restrict-
ed to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc. Past performance is not a guide for future performance. Investors are advised to see Risk Disclosure
Document of each product before investing. DSPL and other group companies, its directors, associates, employees may have
various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or
other deals in these securities from time to time or may deal in other securities of the companies / organizations described in
this report. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the rec-
ommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing among
other things, may give rise to real or potential conflicts of interest.

DSPL is registered under SEBI (Research Analyst) Regulations, 2014 vide Registration No INH300003066 dated 30.05.2016



