
 

 

 

 

 

IC
IC

I 
S

e
c
u
r
it

ie
s
 –

 R
e
t
a
il
 E

q
u
it

y
 R

e
s
e
a
r
c
h
 

 

 

R
e
s
u
lt

 U
p
d
a
t
e
 

 

November 11, 2020 

CMP: | 1310 Target: | 1400 (7%)  Target Period:  12 months 

Bata India (BATIND) 

 HOLD 

 

Revenue recovery path to be elongated… 

Since lockdown relaxations, multiple measures undertaken by the company 

have led to a consistent increase in footfalls across its retail outlets and e-

commerce platforms. However, sales continue to be materially below pre-

Covid levels. For Q2FY21, Bata reported revenue de-growth of 49.0% YoY 

to | 367.9 crore (vs. estimated de-growth of 51.8% YoY). Owing to 

unfavourable product mix, gross margins contracted sharply by ~600 bps 

YoY to 50.4%. Bata undertook rationalisation of fixed overheads with 

employee, other expenses down 7%, 31% YoY to | 83 crore, | 85 crore, 

respectively. Further, the company secured significant lease rental waivers 

leading to cost saving of | 27.5 crore. Subsequently, Bata reported EBITDA 

of | 18.1 crore vs. EBITDA loss of | 86 crore in Q1FY21. PBT losses 

narrowed down QoQ to | 58.4 crore (Q1FY21: | 135.0 crore), while net loss 

came in at | 44.3 crore (Q1FY21: | 101.3 crore). Though the recovery rate is 

gradually increasing on an MoM basis, we expect reinstatement to pre-

Covid sales levels to take a couple of quarters. 

Expanding penetration in newer towns 

The management highlighted that smaller towns witnessed a faster recovery 

rate (~75% of pre-Covid levels) while Tier I cities (Bata's key markets) are 

picking up pace at a slower rate (~50% of pre-Covid sales). In a bid to 

strengthen its wholesale distribution channel (~12% of revenues), Bata has 

significantly ramped up its touch-points with the company now servicing 

~30,000 multi-branded outlets (MBOs). This enables it to leverage its brand 

strength in Tier III-V towns. Apart from MBOs, Bata will continue penetrating 

in newer towns through franchise operated stores (opened 200th store in 

Q2FY21). It has reiterated its vision of opening 500 franchise stores by 2023 

and reaching in towns with population of less < 2 lakh. 

Focus on new initiatives to revitalise demand 

Aligning with the current demand scenario, Bata has tweaked its product 

portfolio from formals & fashion categories to Casuals, Fitness, & Essential 

categories covering comfortable sneakers, open & sandals styles. This has 

led to faster pick up in volumes. New-launched digitally-enabled channels 

like Bata ChatShop, Bata Home Delivery, Bata Store on Wheels contributed 

over 10% of store revenues. For the upcoming festive season, Bata has 

launched new campaign ‘Kick Out 2020’ with new collection ‘Ready Again’. 

Valuation & Outlook 

Formal and fashion footwear demand is likely to remain muted in the near 

term due to fewer social gatherings. Unfavourable product mix (shift 

towards casual category) may lead to deterioration in gross margins in the 

near term. However, cost rationalisation initiatives will benefit the company 

over the longer term. Bata continues to have a healthy balance sheet having 

surplus cash of ~| 800 crore as on H1FY21. We believe with its strong brand 

patronage and pan-India retail reach, the company should be able to revive 

its revenue growth trajectory as and when the impact of the pandemic is 

phased out. We reiterate HOLD recommendation on the stock with a revised 

target price of | 1400 (38x FY23E EPS, previous TP: | 1380). 

 

 

 

 

 

 

 

 

 

Key Financial Summary 

 

 

Source: Company, ICICI Direct Research 

| crore FY20 FY21E FY22E FY23E CAGR (FY20-23E)

Net Sales 3,053.5 1,810.1 3,151.0 3,573.9 5.4%

EBITDA 829.8 271.5 880.7 1,013.2 6.9%

PAT 327.0 -11.8 398.5 474.8 13.2%

P/E (x) 51.6 - 42.3 35.5

EV/Sales (x) 5.2 8.8 5.0 4.3

EV/EBITDA (x) 19.2 58.7 17.8 15.3

RoCE (%) 28.2 -0.1 27.8 29.2

RoE (%) 17.2 -0.6 18.9 19.9
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distribution channel (~12% of 
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Particular Amount

Market Capitalisation (| Crore)                16,862.9 

Debt (FY20) (| Crore)                         -   

Cash (FY20) (| Crore)                    962.4 

EV (| Crore)                15,900.5 

52 week H/L  1897 / 1017 

Equity Capital (| Crore)                      64.3 

Face Value (|)                          5 
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Exhibit 1: Variance Analysis 

 

Source: Company, ICICI Direct Research 

Exhibit 2: Change in estimates 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

 

 

  

Q2FY21 Q2FY21E Q2FY20 YoY (%) Q1FY21 QoQ (%) Comments

Revenue 367.9 348.1 722.0 -49.0 134.8 172.9

Demand for formal and fashion footwear categories remains 

subdued. New digital channels assisting in revenue 

recovery

Raw Material Expense 182.5 156.6 314.8 -42.0 80.3 127.2

Gross Margin (%) 50.4 55.0 56.4 -600 bps 40.4 1000 bps
Gross margins contracted sharply owing to unfavourable 

product mix

Employee Expense 82.6 90.5 89.0 -7.2 84.8 -2.5

Rental Expenses 0.1 0.0 9.7 -99.2 0.0 - Secured significant lease rental waivers worth | 27 crore

Other Expenses 84.5 80.1 123.1 -31.3 55.8 51.4

EBITDA 18.1 20.9 185.4 -90.2 -86.1 LP
Negative operating leverage and low gross margins led to 

company reporting EBITDA decline of 90% YoY

EBITDA Margin (%) 4.9 6.0 25.7 -2074 bps -63.9 LP

Depreciation 64.5 74.5 74.9 -13.9 73.1 -11.8

Interest 26.5 28.4 30.8 -13.8 27.8 -4.7

Other Income 14.4 31.8 17.7 -18.5 52.0 -72.2

Exceptional Item 0.00 0.00 0.00 NA 0.00 NA

PBT -58.4 -50.2 97.4 PL -135.0 NA PBT losses narrowed down significantly on a QoQ basis

Tax Outgo -14.09 -12.6 26.1 -154.0 -33.9 -58.4

PAT -44.3 -37.6 71.3 PL -101.1 NA

FY21E FY22E FY23E

(| Crore) Old New % Change Old New % Change Introduced

Revenue 2,179.6 1,810.1 -17.0 3,432.8 3,151.0 -8.2 3,573.9

EBITDA 426.1 271.5 -36.3 942.3 880.7 -6.5 1,013.2

EBITDA Margin (%) 19.5 15.0 -455 bps 27.4 28.0 50 bps 28.4

PAT 130.8 -11.8 PL 440.0 398.5 -9.4 474.8

EPS (|) 10.2 -0.9 PL 34.2 31.0 -9.3 36.9
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Financial story in charts 

Exhibit 3: Revenue trend 

 

Source: Company, ICICI Direct Research 

Exhibit 4: EBITDA trend 

 

Source: Company, ICICI Direct Research 

Exhibit 5: Net profit trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Return ratio trend 

 

Source: Company, ICICI Direct Research 

 

 

Exhibit 7: Valuation 

 

Source: Company, ICICI Direct Research 
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(| cr) (%) (|) (%) (x) (x) (%) (%)

FY20 3053.5 4.3 25.4 -0.8 51.6 19.2 17.2 28.2

FY21E 1810.1 -40.7 -0.9 PL NA 58.7 -0.6 -0.1
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Financial summary 

Exhibit 8: Profit and loss statement                              | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 9: Cash flow statement                                     | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 10: Balance sheet                                                | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 11: Key ratios 

 

Source: Company, ICICI Direct Research 

 

 

 

 

(Year-end March) FY20 FY21E FY22E FY23E

Total operating Income 3,053.5 1,810.1 3,151.0 3,573.9

Growth (%) 4.3 -40.7 74.1 13.4

Raw Material Expenses 1,296.3 850.7 1,345.5 1,522.5

Employee Expenses 376.4 343.9 381.3 421.7

Mfg, Admin & selling Exps 550.9 343.9 543.5 616.5

Total Operating Expenditure 2,223.6 1,538.6 2,270.3 2,560.7

EBITDA 829.8 271.5 880.7 1,013.2

Growth (%) 73.9 -67.3 224.4 15.0

Depreciation 295.8 273.2 295.0 317.0

Interest 117.7 116.7 125.4 136.4

Other Income 68.8 102.5 72.5 75.1

Exceptional Item 0.0 0.0 0.0 0.0

PBT 485.2 -15.8 532.7 634.8

Growth (%) 1.4 -103.3 -3,467.4 19.2

Total Tax 158.2 -4.0 134.3 160.0

PAT 327.0 -11.8 398.5 474.8

Growth (%) -0.8 -103.6 -3,467.4 19.2

EPS (|) 25.4 -0.9 31.0 36.9

(Year-end March) FY20 FY21E FY22E FY23E

Profit After Tax 327.0 -11.8 398.5 474.8

Add: Depreciation 295.8 273.2 295.0 317.0

(Inc)/dec in Current Assets 47.2 157.3 -200.1 -164.0

Inc/(dec) in CL and Provisions -142.9 -163.8 172.3 76.8

Others 0.0 0.0 0.0 0.0

CF from operating activities 527.0 254.9 665.7 704.7

(Inc)/dec in Fixed Assets -84.4 -40.0 -80.0 -80.0

(Inc)/dec in CWIP -2.6 0.0 0.0 0.0

(Inc)/dec in Investments 0.0 0.0 0.0 0.0

Others -1.2 0.0 0.0 0.0

CF from investing activities -88.1 -40.0 -80.0 -80.0

Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0

Inc/(dec) in loan funds 0.0 0.0 0.0 0.0

Others -315.6 -258.0 -343.6 -434.1

CF from financing activities -315.6 -258.0 -343.6 -434.1

Net Cash flow 123.3 -43.1 242.1 190.6

Opening Cash 839.1 962.4 919.3 1,161.4

Closing Cash 962.4 919.3 1,161.4 1,351.9

(Year-end March) FY20 FY21E FY22E FY23E

Liabilities

Equity Capital 64.3        64.3        64.3        64.3        

Reserve and Surplus 1,832.4   1,769.2   2,046.1   2,318.2   

Total Shareholders funds 1,896.7   1,833.5   2,110.4   2,382.5   

Total Debt -         -         -         -         

Deferred Tax Liability -         -         -         -         

Others 1,249.0   1,249.0   1,249.0   1,249.0   

Total Liabilities 3,145.7 3,082.5 3,359.4 3,631.5

Assets

Gross Block 640.0      680.0      760.0      840.0      

Less: Accu Depreciation 305.3      372.0      444.9      530.6      

Net Block 334.6      308.0      315.0      309.4      

Capital WIP 19.9        19.9        19.9        19.9        

Intangibe Assets under develop -         -         -         -         

Total Fixed Assets 354.5      327.9      334.9      329.2      

Investments 5.0         5.0         5.0         5.0         

Inventory 873.7      793.5      906.5      1,028.1   

Debtors 61.2        59.5        69.1        78.3        

Loans and Advances 239.2      162.9      239.5      271.6      

Other Non-Current Assets 1,032.9   1,032.9   1,032.9   1,032.9   

Other Current Assets 95.2        96.1        97.1        98.0        

Cash 962.4      919.3      1,161.4   1,351.9   

Total Current Assets 2,231.6   2,031.3   2,473.4   2,828.0   

Current Liabilities 578.5      414.7      587.0      663.8      

Provisions 10.8        10.8        10.8        10.8        

Total Current Liabilities 589.2      425.5      597.8      674.6      

Net Current Assets 1,642.4   1,605.8   1,875.7   2,153.4   

Deferred Tax Assets 111.0      111.0      111.0      111.0      

Application of Funds 3,145.7 3,082.5 3,359.4 3,631.5

(Year-end March) FY20 FY21E FY22E FY23E

Per share data (|)

EPS 25.4 -0.9 31.0 36.9

Cash EPS 48.5 20.3 54.0 61.6

BV 147.6 142.7 164.2 185.4

DPS 6.3 4.0 7.8 12.9

Cash Per Share 74.9 71.5 90.4 105.2

Operating Ratios

EBITDA Margin (%) 27.2 15.0 28.0 28.4

PBT Margin (%) 15.9 -0.9 16.9 17.8

PAT Margin (%) 10.7 -0.7 12.6 13.3

Inventory days 104.4 160.0 105.0 105.0

Debtor days 7.3 12.0 8.0 8.0

Creditor days 141.7 145.0 138.0 140.0

Return Ratios (%)

RoE 17.2 -0.6 18.9 19.9

RoCE 28.2 -0.1 27.8 29.2

RoIC 35.2 -1.3 42.2 46.3

Valuation Ratios (x)

P/E 51.6 - 42.3 35.5

EV / EBITDA 19.2 58.7 17.8 15.3

EV / Net Sales 5.2 8.8 5.0 4.3

Market Cap / Sales 5.5 9.3 5.4 4.7

Price to Book Value 8.9 9.2 8.0 7.1

Solvency Ratios

Debt/EBITDA 0.0 0.0 0.0 0.0

Debt / Equity 0.0 0.0 0.0 0.0

Current Ratio 3.8 4.8 4.1 4.2

Quick Ratio 2.3 2.9 2.6 2.7
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 
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