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Sharp revenue recovery post easing of restrictions...

D Mart

About the stock: Avenue Supermarts (ASL) operates supermarket chain under ‘D-

Mart’ brand with a core focus on value retailing. D-Mart, through its proven business ®
model, has been able to maintain consistent profitability and remains an exceptional m _g
performer in its peer group. Particulars Amount :Q.
e D-Mart has progressively enhanced its return ratios (RolC: 20%+) despite Market Capitalsation X crore) 2199821 -
. . . . . Total Debt (FY21)  crore) [
being capital intensive (follows ownership model) oS
Cash & Investment (FY21)  crore) 2,567.4 o
e Robust store operating metrics (breakeven in 18-24 months of its operations EV (% crore) 2,17,415.3 e
and one of industry best revenue/sq ft: ¥ 32000+) 52 Week H/L 3425/ 1900 8

. . Equity Capital [ crore 647.8

Analyst Meet highlights: We attended the Avenue Supermarts analyst meet. The F:ceyVaIuZ (?)( ) 100

key highlights of the same are mentioned below:

Shareholding pattern

Jun-20 Sep-20 Dec-20 Mar-21 Jun-21
Promoter 750 750 750 750 750

e Revenue recovery rate for stores older than two years was 91% in the
second half of June 2021 compared to the second half of June 2019

e In states where restrictions were relaxed earlier, stores older than two years Fil 104 103 101 102 100
have recorded more revenues in the last 15 days of June 2021 compared to Dil 65 6.1 67 1.1 6.7
the last 15 days of June 2019 Others 81 86 82 78 83

e Total 20 stores (net) added in FY21 and four new stores have been further
added in Q1FY22 taking total store count to 238 with current total retail

4000 25000
space at 9.0 mn sq ft. ASL is planning to add ~ 35-40 new stores in FY22 3500 20000
3000
e The company has been adding larger sized stores recently in the range of ﬁggg 5000
50000-60000 sq ft. However, ASL will open smaller stores in range of 10000- 1500 RoCX
20000 sq ft in cities where quality large retail space availability is difficult 500 1 5000
0 = 0

e The company has added three new distribution centres in FY21 (total 39 T T
distribution centres)

Mar-20
Jul-20
Nov-20

What should investors do? Despite trading at premium valuations, ASL has been

a consistent compounder with stock price appreciating at 31% CAGR in the last three .
Recent Event & Key risks

years
e Expects to add 37 new stores in

e We continue to remain structurally positive and maintain HOLD rating FY22

Target Price and Valuation: We value ASL at % 3720 i.e. 60x FY23E EV/EBITDA S
e Key Risk: (i) Slower ramp up of

store network (ii) Faster recovery

Key triggers for future price performance: in sale of general merchandise

e We anticipate store addition trajectory to accelerate in FY22, FY23E and
Research Analyst

bake in 80 incremental store additions (addition of ~ 5.0 mn sq. ft)
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e Robust liquidity position and healthy operating cashflows to provide E::::tt.g:::t?:@icicisecurities.com
impetus to store addition pace
Cheragh Sidhwa
e Expect revenue recovery to pick up pace from H2FY22 onwards and model cheragh.sidhwa@icicisecurities.com
revenue, earnings CAGR of 21%, 25%, respectively, in FY20-23E
e  Will continue generating industry best RolC of ~23% in FY23E
Finacials FY19 FY20 Fy21ia O Voar CAGR FY22E FY23E Zyear CAGR
(FY16-21) (FY21-23E)
Net Sales 20,004.5 24,870.2 24,143.1 23.0% 31,868.8 44,479.8 35.7%
EBITDA 1,633.3 2,128.3 1,743.1 21.3% 2,549.5 3,958.7 50.7%
PAT 902.4 1,301.0 1,099.4 28.0% 1,592.2 2,541.0 52.0%
P/E (x) 234.9 169.1 200.1 138.2 86.6
EV/Sales (x) 10.6 8.7 9.0 6.8 4.9
EV/EBITDA (x) 130.0 101.8 124.7 85.5 55.2
RoCE (%) 23.4 16.4 12.5 15.8 21.2
RoE (%) 16.2 1.7 9.0 11.6 15.6

Source: Company, ICICI Direct Research
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Key highlights of analyst meet

During FY21, ASL opened 22 new stores (total 234 stores) and converted
two stores to fulfilment centres for its e-commerce venture ‘Avenue E-
Commerce Ltd'. South India dominated the new store addition with 10 new
stores. ASL added four stores in Andhra Pradesh (total 21), three in
Telangana (total 27), two in Tamil Nadu (total 12) and one in Karnataka (total
21). Gujarat store opening continued with opening of five new stores (total:
42) while in Maharashtra the store count reduced from 76 to 74 owing to
conversion of two stores to fulfiiment centres

Share of food revenue grew from 52.4% in FY20 to 57.4% in FY21 while
non-food (FMCG) revenue declined from 20.3% in FY20 to 19.7% in FY21.
Revenue share of general merchandise declined from 27.3% in FY20 to
22.9% in FY21

On the gross margin front, the company is targeting a gross margin of 15-
16% post normalisation of the current volatile scenario. On competitive
intensity, the management indicated that its gross margins can be
negatively impacted if the competition is resorting to higher discounting.
The management is open to effectively competing with the competition and
focus is on running the business in a cost effective manner

The management indicated that real estate prices were only marginally
softer as the company seeks quality real estate. However, deal closures for
real estate were happening at a faster pace owing to expectation of further
reduction in real estate prices

The company continues to invest in e-commerce through expansion of D-
Mart Ready stores and is gradually expanding its presence outside Mumbai.
In the newer cities also, ASL is doing pick-up as well as home delivery model
and the delivery is managed by the company itself. The company has
capped the maximum delivery charge to T 79 per delivery. Also, ASL has
not yet evaluated the franchisee route for opening D-Mart Ready stores

Non-essential items demand has seen a surge in states that have relaxed
restrictions on trade. Also, business of unorganised players has been
negatively impacted, which is positive for large organised players like ASL
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Financial story in charts....

Exhibit 1: We model in revenue CAGR of 21% in FY20-23E
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Source: Company, ICICI Direct Research

Exhibit 2: Same store sales growth (SSSG) trend
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Source: Company, ICICI Direct Research

Exhibit 3: Store addition trend
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Source: Company, ICICI Direct Research
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Exhibit 4: Total carpet area grows at much faster clip... Exhibit 5: ...with gradual increase in average store size
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 6: Gross margins trend Exhibit 7: EBITDA margin trend
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Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 8: Expect PAT to grow at 25% CAGR in FY20-23E aided by higher

income
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Financial summary

Exhibit 9: Profit and loss statement % crore @ Exhibit 10: Cash flow statement < crore
(Year-end March) FY20 FY21A FY22E FY23E (Year-end March) FY20 FY21A FY22E FY23E
Net Sales 24,870.2 24,1431 31,868.8 44,479.8 Profit/(Loss) after taxation 1,301.0 1,099.4 1,592.2 2,541.0
Growth (%) 24.3 (2.9) 32.0 39.6 Add: Depreciation 374.4 414.2 535.5 641.0
Total Raw Material Cost 21,102.9 20,554.7 21,279.7 37,896.8 Net Increase in Current Assets -525.4 -551.5 -520.1 -1,069.3
Gross Margins (%) 15.1 14.9 14.4 14.8 Net Increase in Current Liabilitie: -4.8 378.8 120.9 276.9
Employee Expenses 456.1 536.6 637.4 800.6  CF from operating activities 1,145.2 1,340.9 11,7285  2,389.6
Other Expenses 1,182.9 1,308.8 1,402.2 1,823.7  (Inc)/dec in Investments -3,119.3  2,032.1 167.8 190.2
Total Operating Expenditure ~ 22,741.9 22,400.0 29,319.3 40,521.1 (Inc)/dec in Fixed Assets -1,700.0 -2,029.0 -2,072.4 -2,802.8
EBITDA 2,128.3 1,743.1 25495 39587  Qthers 159.2 91.0 0.0 0.0
EBITDA Margin 8.6 1.2 8.0 8.9 CF from investing activities -4,660.1 94.1 -1,9046 -2,612.6
Interest 69.1 41.7 411 5.0 Inc/ (Dec) in Equity Capital 23.7 0.0 0.0 0.0
Depreciation 374.4 414.2 535.5 641.0 Inc / (Dec) in Loan -696.4 3.7 0.0 0.0
Other Income 60.0 196.2 161.7 134.3 Others 4,076.4 93.6 -149.8 -168.0
Exceptional Expense - - - - CF from financing activities 34037  -97.4 -1498  -168.0
PBT 17448 14835 21286  3.397.0  Ngt Cash flow 4112 1,337.6  -3259  -391.1
Total Tax 443.8 384.0 536.4 856.1 Opening Cash 219.1 107.9 1,445.6 1,119.7
Profit After Tax 1,301.0 1,099.4 1,592.2 2,541.0 Closing Cash 107.9 14455 1,119.7 728.6

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 11: Balance sheet < crore M Exhibit 12: Key ratios 3 crore
(Year-end March) FY20 FY21A FY22E FY23E (Year-end March) FY20 FY21A FY22E FY23E
Equity Capital 647.8 647.8 647.8 647.8 Per share data (%)
Reserve and Surplus 10,432.0 11,535.9 13,128.1 15,669.1 EPS 20.1 17.0 24.6 39.2
Total Shareholders funds 11,079.7 12,183.7 13,775.9 16,316.9 Cash EPS 25.9 23.4 32.8 49.1
Total Debt 3.7 - - - BV 171.0 188.1 212.1 251.9
Non Current Liabilties 343.8 4447 444.7 444.7 Cash Per Share 1.7 22.3 17.3 1.2
Source of Funds 11,427.2 12,628.5 14,220.6 16,761.6 Operating Ratios (%)

EBITDA margins 8.6 1.2 8.0 8.9
Gross block 5,930.3 7,051.4 9,643.4 12,446.2 PBT margins 7.0 6.1 6.7 7.6
Less: Accum depreciation 822.9 1,112.9 1,498.7 1,971.6 Net Profit margins 5.2 4.6 5.0 5.7
Net Fixed Assets 5,107.4 5,938.5 8,144.8 10,474.6 Inventory days 28.6 34.0 31.0 30.0
Capital WIP 364.4 1,019.6 500.0 500.0 Debtor days 0.3 0.7 0.5 1.0
Intangible assets 106.8 100.5 100.5 100.5 Creditor days 6.4 8.7 8.0 8.0
Investments 3,153.9 1,121.8 954.0 763.8 Return Ratios (%)
Inventory 1,947.4 2,248.3 2,705.7 3,655.9 RoE 1.7 9.0 11.6 15.6
Cash 107.9 1,445.6 1,1 19.7 728.6 RoCE 16.4 12.5 15.8 21.2
Loans & Advances & Other 257.7 320.7 336.8 353.6 Valuation Ratios (x)
Total Current Assets 2,332.5 4,058.2 4,206.8 4,860.0 P/E 169.1 200.1 138.2 86.6
Creditors 433.5 578.1 698.5 974.9 EV / EBITDA 101.8 124.7 85.5 55.2
Provisions & Other CL 215.3 449.4 449.9 450.4 EV / Sales 8.7 9.0 6.8 4.9
Total Current Liabilities 648.7 1,027.5 1,148.4 1,425.3 Market Cap / Revenues 8.8 9.1 6.9 49
Net Current Assets 1,683.8 3,030.7 3,058.4 3,434.6 Price to Book Value 19.9 18.1 16.0 135
LT L& A, Other Assets 1,011.0 1,417.4 1,463.0 1,488.1 Solvency Ratios
Other Assets 0.0 0.0 0.0 0.0 Debt / Equity 0.0 0.0 0.0 0.0
Application of Funds 11,421.2 12,628.5 14,220.6 16,761.6 Debt/EBITDA 0.0 0.0 0.0 0.0
Source: Company, ICICI Direct Research Current Ratio 3.4 25 27 29

Quick Ratio 0.4 0.4 0.3 0.3

Source: Company, ICICI Direct Research
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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 -56%;

Sell: <-15%
a 1 |
| @7 JICICI direct.com INO |
!n-lllnunlllo’::‘qurlrn,trl:;l | BHOE{EH ‘
ICICI Securities Ltd. 7S sTARMINE | ‘
e %&x-st»\-.va’d 2012 L:
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Bharat Chhoda, MBA, Cheragh Sidhwa MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report
in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr jati p | herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities 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 ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. 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.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed 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, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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