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to contribute; maintain BUY
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Our view

Nifty 16,221
D-Mart registered better than expected revenue performance implying positive SSSG over 52 Week h/I (Rs) 5900/ 3186
pre-covid levels helped by higher inflation-led realizations and contribution of new stores Market cap (Rs/USD mn) 2553333/32218
opened in the last couple of years. Gross margins were higher by 340bps YoY to 15.8% Outstanding Shares (mn) 648
driven by higher sales of high margin discretionary items; cost saving measures continue to 6m Avg t/o (Rs mn): 1,941
aid operating margins. Its e-commerce business delivered robust growth of 53% with Div yield (6): N
positive operating profit albeit lower YoY. We continue to believe that long term growth ﬁlggr::jf el DMSS;;?

opportunity is intact in grocery retail given its scalable model and low-cost structure which
should enable a growth rate of 25% plus for the next decade. Strong margin performance in Stock performance
Q1 despite high margin general merchandise and apparel categories sales still below pre-

covid levels indicates strong outlook for FY23. Solid footprint expansion in both offline o DMART — N

stores and DMart Ready should drive strong growth rates together with the low-cost

structure helping maintain margins in the 9-10% band. Its strong balance sheet, aggressive 120

store expansion, cash generation and solid SSGs boosted by DMart Ready should be key

growth enablers for the company and we believe the risks from online retailers should not

impact the growth trajectory much. Hence, we think the stock should be able to sustain its 70 | . . )

premium multiples with stock returns in-line with the solid earnings growth. Jul-21 Nov-21 Mar-22 Jul-22
R 1M 3M 1Y

Result Highlights Absolute return Sa%  49%  163%

= Result summary - Strong performance on both revenue and margin fronts led by full

scale uninterrupted operation. Revenue grew 95% YoY (10% above 1QFY20 after Shareholding pattern (As of June'22 end)

adjusting for 60% store addition) helped further by 10 new store openings in 1Q. ::|r|0+rgc|)|ter ZZZZ’
= Margins - Gross margins improved 340bps/150bps YoY/QoQ driven by scale benefits. Others 9.4%
Sales of higher margin general merchandise and apparel saw better traction but still .
below pre-covid levels due to some overhand of covid-led disruption and inflation. Allantance N o
EBITDA margin improvement of 170bps QoQ to 10.3% aided by continuation of strong ;a'ﬁr:; BS‘\'{V BUY
cost controls. Target Price 4971 4,165
= Our calculated revenue/sqft and EBITDA/sqft stood at Rs 32,419/sqft and Rs A in earnings estimates
3,332/sqft. Positive operating leverage helped clock best-ever PAT margin of 6.9% FY23e FY24e
displaying strength of DMart’s business model. EPS (New) 38.7 53.3
. EPS (Old) 34.6 48.0
Valuation % change 11.9 11.0

We believe full scale uninterrupted operation and underlying demand and operating AR

efficiency keeps getting better as operations normalize. We increase our EPS estimates by (Rs mn) FY22  FY23E  FY24E
11-12% for FY23/FY24 to factor in higher margins due to a superior sales mix and operating FEVERE 309,763 4,34,336 5,59,421
efficiency. We now model in revenue/PAT CAGR of 34%/52% over FY22-24E, the highest YoY Growth 283 402 288
growth in the large cap consumption space and maintain our BUY rating with a revised PT g@IDTA 24985 39525 53704
of Rs 4,971 based on 60x FY24E EV/EBITDA, implying 74x FY24 P/E. Key risk would be a Margins (%) 8.1 9.1 9.6
higher than expected disruption by online retailers which impact the long-term business PAT 14,925 25069 34,497
prospects for DMart. PZ/Z’)Y S 35.7 68.0 37.6
Exhibit 1: Actual vs estimate ESEE E: ;Z:g Zjﬁ

Rsmn Actual YES YES Remarks P/E 1711 1019 74.0
Consensus Consensus EV/EBITDA 102.3 64.7 47.6
Sec Sec
Sales 98,069 98,069 98068.9 - - Betterthan
expected revenue
EBITDA 10,079 8238 9160 223 100 ng margin
EBITDA performance led HIMANSHU NAYYAR
Margin (%) A3 da 7.3 187.7 73.7 by scale benefits Lead Analyst
and 5 -
Adjusted . himanshu.nayyar@ysil.in
PAT 6,796 5336 5946 27.4 14.3  uninterrupted 4191 29 6885 0591

operations
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= E-commerce business saw robust revenue growth of 52.7% YoY to Rs 2.3bn with EBITDA of
Rs3.5mn vs Rs29.5mn YoY.

Exhibit 2: Quarterly snapshot (Standalone):

Particulars Rsmn) ~ 1QFY22 2QFY22 3QFY22 4QFY22 | 1QFY23 | %yoy %doq FY22 FY21  %yoy
Sales 50,318 76496 90650 86061 | 98069 | 949 140 3097627 2414306 283
EBITDA 2212 6,701 8,682 7420 1 10079 | 3556 358 249850 17,4305 433
EBITDA Margin % 44 8.8 9.6 86 103 °-881 1656 8.1 72 846
. . bps bps bps
Depreciation 927 971 1,080 1,232 i 1,233 i 33.0 0.1 4,980.8 4,141.6 20.3
EBIT 12850 57307 76014 61873 | 88455 | 5884 430 200042 132889 505
EBIT Margin % 26 7.5 8.4 72 ! g | ee LD 65 FER
| ! bps bps bps
Interest charges 84 90 105 117 117 38.6 (0.1) 537.9 416.5 29.1
Other Income 362 330 323 394 ! 369 19 (62 1,174.9 19621  (40.1)
PBT 1,563 5,970 7,820 6464 1 9098 | 4821 407 20,641 14,835 391
Tax 412 1,482 1,962 1801 | 2302 4592 278 57172 38402 489
:f,/zf)e“"’e TaxRate 263 248 251 279 1 253 27.7 259
PAT 1,151 4,489 5858 4664 | 6796 | 4903 457 14,924 10994 357
PAT Margin % 23 59 6.5 54 | 69 | 4642279 48 46 264
| ! bps bps bps
EPS (Rs) 18 6.9 9.0 721 105! 4903 457 230 170 357

Source: Company, YES Sec

Exhibit 1: Revenue/sqft approaching pre-Covid levels Exhibit 2: EBITDA/sqft further improved given lower

led by uninterrupted operations during Q1 cost of retailing and higher GMs
Rs B Revenue per sq ft Rs W EBITDA per sq ft
4,000
40,000 36390 50414 35204 32419 3,385 . 3,372 3,332
: 29,9347 3,000 2,796 : 2,581
30,000 26,091
19,287 22,339
20000 | | 2,000 1,624
982
10,000 1,000 548 I
0 0 l
— — i — N N N N ™ i bl «— i N N N N [s¢]
N N N N N N N N N N N N N N N N N N
g % % g % o g Y L oL o & & &« o o
g & g 9 92 9 g 9 g9 g & g ¢ <2 g § g ¢

Source: Company, YES Sec Source: Company, YES Sec
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Exhibit 3: Added 10 stores during Q1, expected to open Exhibit 4: Strong revenue growth in Q1 led by full scale

~45 stores in FY23 uninterrupted operation
mmmmm No. of stores —@— Area (mn sq ft) m Revenue growth
120% 9
350 - 14 ’ 95%
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300 bag 246 263 F12 80% o
250 216 220 221 234 L 10 s 31% o o
% 0, % o,
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Source: Company, YES Sec Source: Company, YES Sec
Exhibit 5: Gross margin at 15.8% driven by scale Exhibit 6: EBITDA margin improved helped by lower
employee and other expenses
W Gross margin mEBITDA margin
20% 12%
10%
. 16% 9 10%
16% 149 14% % 14% 14% 15%  14% ¥ 10% 9% e 9% 9%
12% 8%
12% 6%
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Source: Company, YES Sec Source: Company, YES Sec

Exhibit 7: Excellent cost control measures continue to Exhibit 8: Translating to exponential increase in PAT

aid operating efficiency albeit on a low base
B SG&A as % of sales H PAT growth
. 640%
9% go 490%
480%
6% 3% 5% 320%
4% 4% 9%  ay Y 4%

L, 132% 113%
19% 2% I M 25% 7%
0% - — —

_279,
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Exhibit 9: Currently trading at 92x one-yr fwd P/E...

Avenue Supermarts

Exhibit 10: ... and 59x one-yr fwd EV/EBITDA
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Source: Company, YES Sec

Source: Company, YES Sec
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FINANCIALS

Exhibit 11: Balance Sheet

Avenue Supermarts

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Equity capital 6,478 6,478 6,478 6,478 6,478
Reserves 1,04,320 1,15,359 1,30,299 1,55,368 1,89,865
Net worth 1,10,797 1,21,837 1,36,776 1,61,845 1,96,343
Debt 2,248 3,120 5,072 9,072 11,072
Deferred tax liab (net) 474 512 640 640 640
Other non current liabilities 20 29 53 58 64
Total liabilities 1,13,539 1,25,498 1,42,541 1,71,615 2,08,118
Fixed Asset 55,786 70,586 89,917 1,13,939 1,37,752
Investments 312 125 150 150 150
Other Non-current Assets 41,337 25,267 30,291 33,318 36,648
Net Working Capital 15,030 15,068 19,201 20,564 26,424
Inventories 19,474 22,483 27,427 34,509 44,447
Sundry debtors 196 436 669 736 809
Loans and Advances 2,582 3,207 3,288 4,760 6,131
Sundry creditors 4,335 5,781 5,892 9,520 12,261
Other current liabilities 2,734 5,039 5,927 9,520 12,261
Cash & equivalents 1,074 14,452 2,983 3,645 7,145
Total Assets 1,13,539 1,25,498 1,42,541 1,71,615 2,08,118
Source: Company, YES Sec
Exhibit 12: Income statement
Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Revenue 2,48,702 2,41,431 3,09,763 4,34,336 5,59,421
Operating profit 21,283 17,431 24,985 39,525 53,704
Depreciation 3,744 4,142 4,981 6,545 8,143
Interest expense 691 417 538 816 996
Other income 600 1,962 1,175 1,351 1,554
Profit before tax 17,448 14,835 20,641 33,514 46,119
Taxes 4,438 3,840 5,717 8,446 11,622
Net profit 13,011 10,995 14,925 25,069 34,497

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures,

refer to the end of this material.
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Exhibit 13: Cash flow statement

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
PBIT 18,139 15,251 21,179 34,330 47,115
Depreciation 3,744 4,142 4,981 6,545 8,143
Tax paid (4,438) (3,840) (5,717) (8,446) (11,622)
Working capital A (5,788) (38) (4,132) (1,364) (5,859)

Other operating items

Operating cashflow 11,657 15,515 16,311 31,066 37,777
Capital expenditure (11,939) (18,942) (24,312) (30,567) (31,956)
Free cash flow (282) (3,427) (8,001) 499 5,821
Equity raised 41,912 45 15 (0) -
Investments 34 187 (25) - -
Debt financing/disposal (2,050) 872 1,951 4,000 2,000
Interest Paid (691) (417) (538) (816) (996)
Dividends paid - - - - -
Other items (40,035) 16,117 (4,872) (3,022) (3,324)
Net A in cash (1,112) 13,377 (11,470) 661 3,500

Exhibit 14: Growth and Ratio matrix

Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
Growth matrix (%)

Revenue growth 24.3 (2.9) 28.3 40.2 28.8
Op profit growth 30.3 (18.1) 43.3 58.2 35.9
EBIT growth 23.5 (15.9) 38.9 62.1 37.2
Net profit growth 44.2 (15.5) 35.7 68.0 37.6

Profitability ratios (%)

OPM 8.6 7.2 8.1 9.1 9.6
EBIT margin 7.3 6.3 6.8 7.9 8.4
Net profit margin 5.2 4.6 4.8 5.8 6.2
RoCE 20.9 12.8 15.9 22.0 24.9
RoNW 15.6 9.5 11.5 16.8 19.3
RoA 13.6 8.5 10.2 14.5 16.3

Per share ratios

EPS 20.1 17.0 23.0 38.7 53.3
Dividend per share - - - - -
Cash EPS 25.9 234 30.7 48.8 65.8
Book value per share 171.0 188.1 2111 249.9 303.1

Valuation ratios

P/E 196.3 2322 1711 101.9 74.0

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
P/CEPS 152.4 168.7 128.3 80.8 59.9
P/B 23.0 21.0 18.7 15.8 13.0
EV/EBIDTA 120.0 145.8 102.3 64.7 47.6
Payout (%)
Dividend payout - - - - -
Tax payout 254 25.9 27.7 25.2 25.2
Liquidity ratios
Debtor days 0 1 1 1 1
Inventory days 29 34 32 29 29
Creditor days 6 9 7 8 8
Source: Company, YES Sec
Recommendation Tracker
DMART Reco ====--- Nifty (RHS)
Add
6,100 - 5324 r 21,000
5100 A - 19,000
Add R ot N e, L 17,000
| PO oo BUyL rem '
4100 4 392 MM
r 15,000
3,100 -
r 13,000
2,100 -
r 11,000
1,100 7 L 9,000
100 - ~ 7,000
Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22  Mar-22 Apr-22 May-22 Jun-22 Jul-22
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates 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.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.
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DISCLOSURE OF INTEREST

Name of the Research Analyst : Himanshu Nayyar, Ankit Mahajan

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

N Yes/No

Particulars

Research Analyst or his/her relative’s or YSL's financial
interest in the subject company(ies)

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or

employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No

the subject company in the past twelve months

YSL has 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 months
YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report
YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months
Research Analyst or YSL has been engaged in market
making activity for the subject company(ies)

No

~

No

10 No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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