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Zomato reported a mixed operating performance in Q3 —while it registered a disappointing muted
GOV, contribution margin in food delivery and Hyperpure revenue growth beat expectations.
Food-delivery GOV grew 0.7% QoQ/21% YoY to Rs66.8bn, impacted in an otherwise seasonally-
strong quarter due to an industry-wide post-Diwali slowdown, especially prominent in the top-8
cities. Food-delivery adj. revenue declined ~1% QoQ, largely due to fall in order volumes (~163mn
vs ~164mn in Q2). The demand environment remains challenging owing to a few temporary
factors: i) macro slowdown for the mid-market segment, ii) boom in dining-out for the premium-
end category, and iii) boom in travel at the premium-end. However, Management has pointed to
green-shoots of demand coming back in recent weeks. Management indicated that ex-quick
commerce business achieved break-even in Jan-23 and sees a good chance of achieving adjusted
EBITDA breakeven ex-quick commerce in Q4. The company reiterated its guidance of adjusted
EBITDAM break-even by Q2FY24 despite the unexpected moderation in demand and launch of
Zomato Gold. Management remains confident about achieving adjusted EBITDA margin of 4-5%
of GOV, in the food delivery business in the medium term. Q3 performance strengthens our belief
in the company’s ability to execute & deliver profitable growth, but growth moderation in
MTU/GOV remains a concern. We maintain BUY, with TP of Rs90/share, based on SOTP
methodology, comprising of the OFD business (ex-Blinkit), valued at Rs77/share using DCF the
method, with cash and other strategic minority investments accounting for the remaining value.

Result summary: Revenue grew 17% QoQ to Rs19.5bn in Q3, led by growth in Hyperpure (22%), full-
quarter integration of Blinkit, and revenue from seasonal offline events. Adj. revenue grew 12%/ 66%
QoQ/YoY to Rs23.6bn, while adj. revenue ex-quick commerce grew by 5%/45% QoQ/YoY to Rs20.6bn
in Q3. Adj. EBITDA loss increased to Rs2.65bn in Q3, from Rs1.9bn in Q2, mainly on account of full-
quarter integration of Blinkit. Adj. EBITDA loss (ex-quick commerce) reduced to Rs0.4bn from Rs0.6bn
in Q2. Food-delivery revenue grew 1% QoQ. Avg. MTU in food delivery declined ~1% QoQ to 17.4mn.
Hyperpure revenue grew 26%/169% QoQ/YoY to Rs4.2bn in Q3, partly benefiting from goods supplied
to sellers on Blinkit's marketplace. Blinkit's GOV grew 18% QoQ to Rs17.5bn, driven by 21% growth in
order volumes and offset by ~3% reduction in AOV. Blinkit's AOV stood at Rs553 vs Rs568 in Q2, and
Management indicated that this might be a result of the slowdown as customers are showing preference
to buy smaller packets instead of larger ones. Profitability continued to improve, with contribution margin
(as a % of GOV) reaching to -4.5% in Q3 from -7.3% QoQ. What we liked: Beat on food-delivery
contribution margin, better-than-expected performance in Hyperpure and Blinkit. What we did not like:
GOV growth moderation, decline in avg. MTU, drop in order volumes in a seasonally-strong quarter.

Earnings-call KTAs: 1) Food-delivery contribution margin (as a % of GOV) improved to 5.1% from 4.5%
in Q2, largely driven by growth in AOV and efficiencies on the cost front which compensated for the lower
customer-delivery charges. 2) Initiatives taken by Management to revive growth are: i) Launched a loyalty
program (Gold) in late Jan-23. ii) Remodeling of the Zomato Instant service (likely to be launched soon).
iii) Fixing hygiene issues of the app. 3) Zomato exited ~225 smaller cities in January which contributed
~0.3% of GOV as performance of these cities was not encouraging. 4) Company expects the ‘others’
segment to report a sequential decline in revenue in Q4, due to the services being offered to Talabat in
the UAE having been discontinued since Nov-22 and owing to absence of seasonal offline events
(combined contribution: ~Rs0.4bn in Q3). 5) Blinkit's revenue per order increased, despite reduction in
AOV due to growth in commission rates and better ad monetization, while cost per order reduced due to
operating leverage. 6) The Zomato Gold membership program has scaled up, to over 0.9mn members
within less than a month of launch. Company expects the short-term negative impact of Zomato Gold
(due to free delivery benefit) to be offset by improvements in other revenue and fixed & variable cost
drivers. 7) Cash balance as on Dec 31, 2022 stands at Rs113bn.
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(Rs mn) Fy21 FY22 FY23E FY24E FY25E
Revenue 19,938 41,924 70,114 96,945 124,874
EBITDA (4,672) (18,508) (13,768) (11,023) (1,803)
EBITDA Margin (%) (23.9) (44.1) (19.6) (11.4) (1.4)
APAT (4,880) (15,061) (12,520) (10,847) (1,392)
EPS (Rs) (0.9) @.7) (1.4) 1.2) (0.2)
EPS (% chg) NM NM NM NM NM
ROE (%) (11.1) (12.2) (6.9) (5.7) 0.7)
P/E (x) (58.8) (32.2) (38.9) (44.9) (349.6)
EV/EBITDA (x) (51.8) (20.7) (29.2) (37.0) (224.5)
P/BV (x) 35 2.9 25 2.6 2.6

Source: Cempany, Emkay Research
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Exhibit 1: Quarterly snapshot

Rs mn Q3FY23 Q2FY23 QoQ (%) Q3FY22 YoY (%)
GOV 66,800 66,310 0.7 55,000 215
Net sales 19,482 16,613 17.3 11,120 75.2
Operating expenses 23,144 19,727 17.3 16,008 44.6
EBITDA (3,662) (3,114) 18 (4,888) (25)
Margins (%) (19) (19) (10) (44) 2,520
Depreciation 1,548 1,067 387
EBIT (5,210) (4,181) 25 (5,275) 1)
Margins (%) 27) (25) (160) (47) 2,070
Interest Paid 161 119 31
Other income 1,734 1,695 1,477
Non-recurring items 0 0 3,157
Pre-tax profit (3,637) (2,605) 40 (672) 441
Tax provided -171 -97 0
Profit after tax (3,466) (2,508) (672)
Minority - - (40)
Emkay Net profit (3,466) (2,508) 38 (632) 448
EPS (Rs) (0.4) 0.3) 355 (0.1) 425.0

Source: Company, Emkay Research

Exhibit 2: Zomato’s SoTP-based valuation

Methodology Rs bn  Rs per share
Valuation of food delivery business DCF 705 77
Valuation of investments Book value 15 2
Cash Book value 101 11
Total equity value (Rs bn) 821 90

Source: Company, Emkay Research

Exhibit 3: Actuals vs estimates (Q3FY23)

Estimate Variation
(Rs mn) Actual Comment
Emkay Consensus Emkay Consensus
Revenue growth came ahead of estimates, on the back of better than
Net sales 19,482 | 18,348 15,583 6.2% 25.0% | expected performance by Hyperpure and Blinkit, and seasonal offline
events.
EBIT (5,210)| (4,675) (4,102) NM NM | EBIT misses estimates due to higher D&A.
EBIT margin -26.7%| -25.5% -26.3% -130 bps -40 bps
PAT (3,466) | (3,205) -2,528 NM NM | Loss was higher than expectations due to the EBIT miss.
Source: Company, Bloomberg, Emkay Research
Exhibit 4: Changes in estimates
S FY23E FY24E FY25E
Old New Change Old New Change Old New Change
Net sales 68,348 70,114 2.6% 96,131 96,945 0.8% 124,066 124,874 0.7%
YoY growth 63.0% 67.2% 40.6% 38.3% 29.1% 28.8%
EBIT -19,303 -18,323 NM -16,877 -15,629 NM -7,593 -6,071 NM
EBIT margins (%) -28.2 -26.1 -17.6 -16.1 -6.1 -4.9
Net profit -13,215 -12,520 NM -11,169 -10,847 NM -1,970 -1,392 NM
EPS (Rs) -1.4 -1.4 NM -1.2 -1.2 NM -0.2 -0.2 NM

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as
defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Key Financials (Consolidated)
Income Statement

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 19,938 41,924 70,114 96,945 124,874
Expenditure 24,610 60,432 83,882 107,967 126,677
EBITDA (4,672) (18,508) (13,768) (11,023) (1,803)
Depreciation 1,377 1,503 4,555 4,606 4,268
EBIT (6,049) (20,011) (18,323) (15,629) (6,071)
Other Income 1,246 4,949 6,158 5,306 5,244
Interest expenses 101 120 455 524 566
PBT (4,903) (15,182) (12,620) (10,847) (1,392)
Tax 13 20 (97) 0 0
Extraordinary ltems (3,248) 2,974 0 0 0
Minority Int./Income from Assoc. (36) (135) 3) 0 0
Reported Net Income (8,128) (12,087) (12,520) (10,847) (1,392)
Adjusted PAT (4,880) (15,061) (12,520) (10,847) (1,392)

Balance Sheet

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Equity share capital 4,550 7,643 8,554 8,554 8,554
Reserves & surplus 76,438 157,412 188,738 177,891 176,499
Net worth 80,987 165,055 197,291 186,444 185,052
Minority Interest (57) (66) (69) (69) (69)
Loan Funds 14 0 0 0 0
Net deferred tax liability 0 0 0 0 0
Total Liabilities 80,944 164,989 197,222 186,375 184,983
Net block 15,391 14,043 61,942 59,548 57,542
Investment 22,052 47,177 47,317 47,317 47,317
Current Assets 49,591 112,044 100,797 98,374 104,247
Cash & bank balance 45,030 101,193 84,474 79,136 81,996
Other Current Assets 3,115 8,855 11,457 12,413 13,408
Current liabilities & Provision 6,092 8,281 12,835 18,865 24,124
Net current assets 43,499 103,763 87,962 79,509 80,123
Misc. exp 0 0 0 0 0
Total Assets 80,944 164,989 197,222 186,375 184,983
Cash Flow

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
PBT (Ex-Other income) (NI+Dep) (8,151) (12,205) (12,620) (10,847) (1,392)
Other Non-Cash items 3,889 1,379 142 (906) (1,844)
Chg in working cap (7,567) 2,483 (4,818) 1,715 846
Operating Cashflow (10,179) (6,930) (12,644) (5,432) 1,877
Capital expenditure (308) (781) 3,336 (812) (862)
Free Cash Flow (10,487) (7,711) (9,308) (6,244) 1,015
Investments (52,237) (79,723) 7,450 3,000 (4,000)
Other Investing Cash Flow 0 0 0 0 0
Investing Cashflow (52,436) (79,378) 16,243 7,094 (18)
Equity Capital Raised 66,083 90,000 282 0 0
Loans Taken / (Repaid) (26) (23) 0 0 0
Dividend paid (incl tax) 0 0 0 0 0
Other Financing Cash Flow (2,016) (2,482) (5,600) (4,000) (3,000)
Financing Cashflow 64,019 87,498 (5,318) (4,000) (3,000)
Net chg in cash 1,403 1,190 (1,719) (2,338) (1,140)
Opening cash position 1,672 3,065 3,923 2,204 (134)
Closing cash position 45,030 101,193 84,474 79,136 81,996

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as
defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Key Ratios

Profitability (%) FY21 FY22 FY23E FY24E FY25E
EBITDA Margin (23.4) (44.1) (19.6) (11.4) 1.4)
EBIT Margin (30.3) (47.7) (26.1) (16.1) (4.9)
Effective Tax Rate (0.3) (0.1) 0.8 0.0 0.0
Net Margin (24.7) (36.3) (17.9) (11.2) 1.1)
ROCE (10.9) (12.2) (6.7) (5.4) (0.4)
ROE (11.2) (12.2) (6.9) (5.7) (0.7)
RolC (86.5) (131.5) (44.3) (24.9) (10.5)
Per Share Data (Rs) FY21 FY22 FY23E FY24E FY25E
EPS (0.9) a.7) 1.4) 1.2) (0.2)
CEPS 0.7) (1.5) (0.9) (0.7) 0.3
BVPS 15.0 18.1 21.6 20.4 20.3
DPS 0.0 0.0 0.0 0.0 0.0
Valuations (x) FY21 FY22 FY23E FY24E FY25E
PER (58.8) (32.2) (38.9) (44.9) (349.6)
P/CEPS (81.9) (35.8) (61.1) (78.0) 169.2
P/BV 35 2.9 25 2.6 2.6
EV / Sales 12.1 9.2 5.7 4.2 3.2
EV / EBITDA (51.8) (20.7) (29.2) (37.0) (224.5)
Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0
Gearing Ratio (x) FY21 FY22 FY23E FY24E FY25E
Net Debt/ Equity (0.6) (0.6) (0.4) (0.4) (0.4)
Net Debt/EBIDTA 9.6 5.5 6.1 7.2 455
Working Cap Cycle (days) (28.0) 22.4 18.2 1.4 (5.5)
Growth (%) Fy21 FY22 FY23E FY24E FY25E
Revenue (23.5) 110.3 67.2 38.3 28.8
EBITDA NM NM NM NM NM
EBIT NM NM NM NM NM
PAT NM NM NM NM NM
Quarterly (Rs mn) Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23
Revenue 11,120 12,118 14,139 16,613 19,482
EBITDA (4,888) (4,497) (3,073) (3,114) (3,662)
EBITDA Margin (%) (44.0) (37.1) (21.7) (18.7) (18.8)
PAT (631) (3,599) (1,854) (2,508) (3,466)
EPS (Rs) (0.1) (0.5) (0.2) (0.3) (0.4)
Source: Company, Emkay Research

Shareholding Pattern (%) Mar-22 Jun-22 Aug-22 Sep-22 Dec-22
Promoters - - - - -
Flis 10.2 9.9 17.3 25.5 56.7
Dlls 3.1 2.6 6.0 38.8 7.4
Public and Others 86.8 87.5 76.8 35.7 35.8

Source: Capitaline

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as
defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Date Cl?fi.ng TP e Rating Analyst

rice
2-Jan-23 60 90 12m Buy Dipeshkumar Mehta
11-Nov-22 73 90 12m Buy Dipeshkumar Mehta
4-Oct-22 64 90 12m Buy Dipeshkumar Mehta
28-Sep-22 58 90 12m Buy Dipeshkumar Mehta

Source: Company, Emkay Research
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Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.

BUY Over 15%
HOLD Between -5% to 15%
SELL Below -5%

Completed Date: 11 Feb 2023 00:03:08 (SGT)
Dissemination Date: 11 Feb 2023 00:04:08 (SGT)

Sources for all charts and tables are Emkay Research unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail),
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.emkayglobal.com

EGFSL is registered as Research Analyst with SEBI bearing registration Number INHO00000354 as per SEBI (Research Analysts) Regulations, 2014.
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately
reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Emkay
may have issued or may issue other reports that are inconsistent with and reach different conclusion from the information, recommendations or information
presented in this report or are contrary to those contained in this report. Emkay Investors may visit www.emkayglobal.com to view all Research Reports.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the
research published by any other analyst or by associate entities of Emkay; our proprietary trading, investment businesses or other associate entities may
make investment decisions that are inconsistent with the recommendations 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 including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report
is not directed to, 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 or regulation or which would subject EGFSL or its group
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to
any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise
stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used
by private customers in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of EGFSL . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of EGFSL or
its Group Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that
you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

e This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research
publication relating to any issuer.

¢ Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets

Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority (FINRA) or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities
held by a research analyst account. This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S.
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on
Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as
defined in the Securities and Futures Act, Chapter 289 of Singapore.

February 10, 2023 | 6


http://www.emkayglobal.com/
http://www.emkayglobal.com/

India Equity Research | Result Update

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associate! does not serve as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests?
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
specific investment banking function of the EGFSL.
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