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Shoppers Stop
Branded Apparel

Impacted by slowdown; foray into value-retail key positive

Shoppers Stop’s (SHOP) 1QFY24 was unimpressive. It is holding fort well when faced with industry growth headwinds
(report link). That said, we expected SHOP’s private label (one of the key strategic pillar) to outperform the branded
business (given ~30% lower ASP). Key positives in the result include: (1) relative outperformance in accessories
(including beauty which continues to grow ahead of overall revenue) and (2) foray into value segment retail under a
new brand Intune (at Zudio/Max equivalent price points). We reckon that revenue performance of SHOP has been one
of the lowest in our retail coverage universe. It would be imperative for the company to fine-tune its branded business
as well over and above driving growth in private label, beauty and the newly launched value format. We stay believers

in Venu's leadership to drive stakeholder value. BUY.

Unexciting revenue print

Revenue grew 4% YoY driven by 5% YoY increase in average selling price,
implying negative volume growth. Average transaction value (ATV) grew 6%
(to INR 4,587). Revenue from private label (14% contribution) stood flat, while
that from beauty segment (16% contribution) grew 13% YoY (7% excluding
beauty distribution). In private label Indian wear brands: Haute Curry, Kashish
and Fratini grew 42% YoY, 14% YoY and 39% YoY, respectively. Revenue
contribution from the loyalty program (First Citizen) stands at 80% of offline
sales and 42% of online sales. Added 1 Home Stop and 6 beauty stores. Also
launched 3 Intune (value format) stores (2 in Hyderabad and 1 in Mumbai —
Dombivali).

Moderate margin expansion

Gross margin stood at 42.3% (vs 42.2% in 1QFY23) aided by mix improvement.
EBITDA margin expanded 31bp YoY to 17.6%. PBT declined 37%YoY due to
24% YoY increase in depreciation (impact of accelerated store addition in
4QFY23). Net profit margin shrank to 1.5% vs 2.4% in 1QFY23.

Financial Summary

Y/E March (INR mn) FY22A FY23A FY24E FY25E
Net Revenue 24,938 39,984 45,527 53,223
EBITDA 2,675 6,988 7,284 8,675
EBITDA Margin (%) 10.7 175 16.0 16.3
Net Profit (867) 1,192 1,500 2,180
EPS (Rs) (7.9) 10.9 13.7 19.9
EPS % Chg YoY (71.7) (268.9) 23.7 453
P/E (x) (116.6) 69.0 55.8 38.4
EV/EBITDA (x) 38.4 15.2 135 10.5
RoCE (%) (2.2) 9.8 11.0 135
RoE (%) (61.7) 72.1 49.7 45.8
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Market Data

Market Cap (INR) 84bn
Market Cap (USD) 1,023mn
Bloomberg Code SHOP IN
Reuters Code SHOP.BO
52-week Range (INR) 832 /534
Free Float (%) 34.0
ADTV-3M (mn) (USD) 1

Price Performance (%) 3m 6m 12m

Absolute 25.1 18.2 40.7
Relative to Sensex 11.3 9.8 199
ESG Disclosure 2021 2022 Change
ESG score 34.3 37.9 3.6
Environment 2.1 5.5 3.4
Social 22.0 29.3 7.3
Governance 78.6 78.6 0.0

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: Bloomberg, I-sec research

Earnings Revisions (%) FY24E FY25E
Revenue (0.5) 0.1
EBITDA (6.9) (6.2)
EPS (17.3) (6.7)

Previous Reports

27-04-2023: Q4FY23 results review
24-01-2023: Q3FY23 results review

Please refer to important disclosures at the end of this report
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Exhibit 2: Revenue growth (%)
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Valuation and risks

We have cut our EPS estimates by 17% in FY24E and 7% in FY25E. We model revenue,
EBITDA and PAT CAGRs of 15%, 15% and 34% respectively, over FY23-FY25E. We
maintain BUY rating with a DCF-based target price of INR 885 (vs previous TP of INR
850). Key downside risks: (1) slower-than-expected pick-up in discretionary
consumption, (2) rise in competition from private label retailers, (3) underperformance
in beauty led by competition from online retailers and (4) execution challenges. Key
upside risks: success in private label and beauty business.

Exhibit 1: Q1FY24 results review

(INR m) Q1FY24 Q1FY23 YoY (%) Q4FY23 QoQ (%)
Revenues 9,816 9,419 4.2 9,165 7.1
COGS 5,664 5,445 4.0 5,208 8.8
Gross profit 4,152 3,974 4.5 3,957 4.9
Gross Margin (%) 42.3 42.2 11 bps 43.2 -88 bps
Employee expenses 966 829 16.5 905 6.6
% of net sales 9.8 8.8 104 bps 9.9 -4 bps
Other Expenses 1,463 1,521 -3.8 1,481 -1.2
% of net sales 149 16.1 -124 bps 16.2 -125 bps
EBITDA 1,723 1,624 6.1 1,571 9.7
EBITDA Margin (%) 17.6 17.2 31 bps 17.1 42 bps
Depreciation 1,050 846 24.2 1,044 0.5
EBIT 673 779 -13.6 526 27.88
Other Income 73 56 29.5 222 -67.4
Interest Expenses 541 511 5.8 551 -1.8
PBT 204 323 -36.8 197 3.7
Taxes 55 95 35 58.7
Adjusted PAT 149 228 -34.4 162 -8.1
Extra-ordinary items 0 0 0

Reported PAT 149 228 -34.4 162 -8.1
EPS 14 2.1 -345 1.5 -8.1

Source: Company data, |I-Sec research

Exhibit 3: Gross margin (%)
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Exhibit 5: PAT margin (%)

Exhibit 4: Gross margin (bps YoY)
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Exhibit 7: Private + Exclusive Brand revenue share %

Exhibit 6: First citizen Member count (mn)
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Exhibit 9: ATV (INR)

Exhibit 8: Customer walk in (mn)
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Exhibit 10: Shareholding pattern

% Dec‘22 Mar‘23 Jun‘23
Promoters 65.5 65.5 65.5
Institutional investors 27.4 27.6 28.2

MFs & others 18.6 19.0 19.7
FIs and Banks 0.0 0.0 0.0
Insurance Cos. 1.6 1.6 15
Flls 7.2 7.0 7.0

Others 7.1 6.9 6.3

Exhibit 11: Price chart
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Financial Summary

Exhibit 12: Profit & Loss
(INR mn, year ending March)

Exhibit 14: Cashflow statement
(INR mn, year ending March)

FY22A FY23A FY24E FY25E

Net Sales 24,938 39,984 45,527 53,223
Operating Expenses 22,263 32,996 38,243 44,548
EBITDA 2,675 6,988 7,284 8,675
EBITDA Margin (%) 10.7 17.5 16.0 16.3
Depreciation & Amortization 3,620 3,816 3,697 4,045
EBIT (845) 3,172 3,688 4,630
Interest expenditure 2,054 2,092 2,276 2,342
Other Non-operating 1661 561 589 618
Income
Recurring PBT (1,238) 1,641 2,000 2,907
Profit / (Loss) from
Associates ) ) . .
Less: Taxes (521) 429 500 727
PAT (717) 1,212 1,500 2,180
Less: Minority Interest - - - -
Extraordinaries (Net) (150) (20) - -
Net Income (Reported) (867) 1,192 1,500 2,180
Net Income (Adjusted) (867) 1,192 1,500 2,180

Source Company data, I-Sec research

Exhibit 13: Balance sheet

(INR mn, year ending March)

FY22A FY23A FY24E FY25E

Total Current Assets 18,990 23,920 20,877 25,301
of which cash & cash eqv. 320 250 906 2,251
Total Current Liabilities & 15890 20111 20590 23,753
Provisions
Net Current Assets 3,100 3,810 287 1,548
Investments 1,460 730 5,730 10,980
Net Fixed Assets 17,230 20,970 21,500 23,580
ROU Assets - - - -
Capital Work-in-Progress 140 340 140 140
Total Intangible Assets - - - -
Other assets - - - -
Deferred Tax assests - - - -
Total Assets 21,930 25,850 27,657 36,248
Liabilities
Borrowings 20,940 23,530 20,940 20,940
Deferred Tax Liability - - - -
provisions - - - -
other Liabilities B - 2,996 9,505
Equity Share Capital 990 2,320 3,721 5,802
Reserves & Surplus - - - -
Total Net Worth 990 2,320 3,721 5,802
Minority Interest - - - -
Total Liabilities 21,930 25,850 27,657 36,248

Source Company data, I-Sec research

FY22A FY23A FY24E FY25E

Operating Cashflow 3,890 5,622 11,552 8,651
Working Capital Changes 900 (1,683) 4,178 84
Capital Commitments (1,080) (1,456) (4,127) (6,124)
Free Cashflow 2,810 4,166 7,425 2,527
Other investing cashflow (10) 936 (5,000) (5,250)
Cashflow from Investing
Activities (1,090) (520) (9,127) (11,374)
Issue of Share Capital 20 29 - 0
Interest Cost - - - -
Inc (Dec) in Borrowings 440 (1,102) (2,590) -
Dividend paid - - - -
Others (3,153) (3,989) 916 4,167
Cash flow from Financing
Activities (2,693) (5,061) (1,773) 4,069
Chg. in Cash & Bank 107 a1 652 1.346
balance
Closing cash & balance 320 254 906 2,251

Source Company data, I-Sec research

Exhibit 15: Key ratios

(Year ending March)

FY22A FY23A FY24E FY25E

Per Share Data (INR)
Reported EPS (6.5) 11.1 13.7 199
Adjusted EPS (Diluted) (7.9) 10.9 13.7 199
Cash EPS 242 45.7 46.5 56.8
Dividend per share (DPS) - - - -
Book Value per share (BV) 9.0 21.2 339 529
Dividend Payout (%) - - - -
Growth (%)
Net Sales 44.6 60.3 139 16.9
EBITDA 401.3 161.2 4.2 19.1
EPS (INR) (71.7) (268.9) 23.7 453
Valuation Ratios (x)
P/E (116.6) 69.0 55.8 384
P/CEPS 315 16.7 16.4 13.4
P/BV 84.4 36.1 225 14.4
EV /EBITDA 384 15.2 135 10.5
P/ Sales 34 2.1 1.8 1.6
Dividend Yield (%) - - - -
Operating Ratios
Gross Profit Margins (%) 39.7 41.8 41.8 41.8
EBITDA Margins (%) 10.7 175 16.0 16.3
Effective Tax Rate (%) 42.1 26.1 25.0 25.0
Net Profit Margins (%) (2.9) 3.0 33 4.1
NWC / Total Assets (%) - - - -
Net Debt / Equity (x) 1.0 1.1 1.2 1.3
Net Debt / EBITDA (x) 6.2 6.8 6.9 6.6
Profitability Ratios
RoCE (%) 2.2) 9.8 11.0 135
ROE (%) (61.7) 72.1 497 458
RolIC (%) 21 115 12.7 15.3
Fixed Asset Turnover (x) 1.5 2.1 2.1 2.4
Inventory Turnover Days 174 167 149 151
Receivables Days 7 3 6 6
Payables Days 250 205 160 162

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Manoj Menon, MBA, CMA; Varun Singh, MBA; Karan Bhuwania, MBA; Akshay Krishnan, MBA; 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. Analysts are not registered as research analysts by FINRA and are not associated
persons of the ICICI Securities Inc. 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. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
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might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited 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 such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
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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 Retail Research.

The information and opinions in this report have been prepared by ICIC| Securities and are subject to change without any notice. The report and information contained herein
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.
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