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Beats estimates on all parameters; upbeat commentary; earnings-led upgrades likely

Zomato achieved adjusted EBITDA (consol.) break-even in Q1FY24 (2-3 quarters ahead of guidance). Adjusted EBITDA
margin (consol.) improved 760bps QoQ vs our estimate of 320bps improvement. This was driven by 11% QoQ GOV
growth in food delivery and superior cost control led by organisation restructuring. In addition, management
commentary with regards to growth outlook improved materially over Q4FY23. Management has guided for adjusted
revenue growth of >40%+ over FY24-25 and cost increase in-line with inflation which implies material sequential
margin improvement hereafter. We therefore upgrade our DCF-based target price to INR 120 from INR 85 earlier.

Reiterate BUY.

We have upgraded our revenue and adjusted EBITDA for FY24E/FY25E by
11.7%/12.9% and 3526%/80% respectively. We now think Blinkit standalone
could turn profitable on an adjusted EBITDA basis as early as Q4FY24E and
on a full-year basis by FY25E.

Food delivery - Growth returns after 3 subdued quarters

In Q1FY24, food delivery GOV increased 11% QoQ to INR 73.2bn led by 5.4%
QoQ MTU growth. We estimate AOV grew 0.7% QoQ and ordering frequency
improved 4.9% QoQ. This was driven by favourable seasonality and strong
performance of Zomato Gold, which contributed >30% of food delivery GOV.
Food delivery contribution margin (as a % of GOV) increased to 6.4% in
Q1FY24 (up 60bps QoQ). We estimate, this was led by 80bps QoQ
improvement in gross take rate as restaurant partners invested in ad spends
to grow in a subdued demand environment. Adjusted revenue (food delivery)
was INR 17.4bn (I-Sec: INR 16.7bn), growing ~14% QoQ and 18.5% YoY.
Adjusted EBITDA (as a percentage of GOV) was 2.5% (up 130bps QoQ).
Management guided for food delivery adjusted EBITDA (as a percentage of
GOV) to improve to 4-5% in the medium term.

Financial Summary

Y/E March (INR mn) FY22A FY23A FY24E FY25E
Net Revenue 41,924 70794  1,13801 150,187
Adjusted EBITDA (9,729) (7,023) 6,491 18,772
Adjusted EBITDA Margin (%) (23.2) (9.9) 5.7 12.5
Net Profit (12,087) (9,713) 1,868 9,347
EV/EBITDA (x) (61.0) (91.7) 96.7 323
RoCE (%) (16.2) (9.0) (1.2) 3.1
RoE (%) (9.8) (5.4) 0.9 4.5
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Market Data

Market Cap (INR) 743bn
Market Cap (USD) 8,976mn
Bloomberg Code ZOMATO IN
Reuters Code ZOMT BO
52-week Range (INR) 88 /44
Free Float (%) 50.0
ADTV-3M (mn) (USD) 66.1
Price Performance (%) 3m 6m 12m
Absolute 36.2 775 56.1
Relative to Sensex 7.4 82 132
ESG Disclosure 2021 2022 Change
ESG score - 40.0 -
Environment - 22.0 -
Social - 21.8 -
Governance - 76.1 -

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

Source: Bloomberg, I-sec research

Earnings Revisions (%) FY24E FY25E
Revenue 11.7 12.9
Adj. EBITDA 3526 79
EPS NA 164
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Other businesses
Blinkit: Increase in AOV (11% QoQ) makes up for the decline in number of orders (
-6.1% QoQ)

Blinkit GOV grew 4.6% QoQ. Losses reduced by INR 700mn. Quick commerce adjusted
revenue was INR 3.8bn (I-Sec: INR 4.1bn). The decline in the number of orders was due
to temporary business disruption in Apr-May’23 as delivery partner pay structure was
revised along with hyperlocal challenges pertaining to heavy rainfall. Management
stated that operations were back on track from early Jun'23. Contribution margin (as
a % of GOV) improved by 210 bps QoQ in Q1FY24. Management guided for net store
addition of 100 stores in FY24. Most of these store additions are expected to increase
polygon density in existing geographies. We estimate Blinklt to turn profitable
(adjusted EBITDA) on a full-year basis by FY25E.

Hyperpure: Focusing on profitable restaurants

Hyperpure grew 29% QoQ and 129% YoY in Q1FY24 to INR 6.2bn (I-Sec: INR 5.4bn).
Increase in minimum order value led to unprofitable restaurants churning out and the
average order value increasing. This resulted in profitable revenue growth. This is in
line with our thesis around strong growth in B2B e-commerce over the next 2-3 years
(link). Adjusted EBITDA loss for Hyperpure segment was INR 350mn in Q1FY24
(improvement of INR 100mn QoQ) with EBITDA margin of -5.7% (vs -9.4% in Q4FY23).
We estimate Hyperpure to turn profitable (adjusted EBITDA) on a full-year basis by
FY26E.

Valuation

We maintain BUY rating on Zomato and increase our DCF-based target price to INR
120 from INR 85 led by earnings upgrades, given improved visibility of profitability and
sustained improvement in the underlying operating metrics. Key risks: Slowdown in
discretionary spending, negative externalities disrupting business operations.

Exhibit 1: Q1FY24 result review

(INR mn) Q1FY24 Q4FY23 Q1FY23 QoQ(%) YoY (%) vs |-Sec Var(%)
Net Sales 24160 20560 14139 17.5 70.9 22894 5.5
Adjusted EBITDA 120 -1750 -5358 na na -1042 na
Adjusted EBITDA% 0.4% -7.2% -8.0% 760 bps 840 bps -3.9% 430 bps
GOV (INR bn) 73.18 65.69 64.3 114 13.8 70.2 43
Contribution as % of GOV 6.4% 5.8% 2.8% 60 bps 360 bps 6.3% 10 bps
Adjusted EBITDA as a % of GOV 2.5% 1.2% 0.0% 130 bps 250 bps 1.8% 70 bps

Source: I-Sec research, Company data

Exhibit 2: Earnings revision

(In INR mn) FY24E FY25E

Old New Difference Old New Difference
Revenue 1,01,923 1,13,801 11.7% 1,33,079 1,50,187 13%
Adjusted EBITDA 179 6,491 3526% 10,455 18,772 80%
Net Income -3,790 1,868 NA 3,540 9,347 164%

Source: I-Sec research, Company data
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Exhibit 3: GOV (INR bn) Exhibit 4: Contribution margin as a % of GOV
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Exhibit 5: Avg. monthly active delivery partners (k) Exhibit 6: Avg. monthly delivery restaurant partners (k)
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Exhibit 7: Adjusted EBITDA as a % of GOV Exhibit 8: Avg. monthly transacting customers (mn)
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Exhibit 9: Shareholding pattern Exhibit 10: Price chart
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Financial Summary

Exhibit 11: Profit & Loss
(INR mn, year ending March)

Exhibit 14: Cashflow statement

(INR mn, year ending March)

FY22A FY23A FY24E FY25E
Net Sales 41,924 70,794 1,13,801 1,50,187
Operating Expenses 55,186 68,945 88,990 1,04,937
EBITDA (9,729) (7,023) 6,491 18,772
EBITDA Margin (%) (23.2) (9.9) 5.7 12.5
Depreciation & Amortization 1,503 4,369 5,690 6,758
EBIT (20,011) (16,472) (2,523) 8,690
Interest expenditure 120 487 569 751
Other Non-operating 4949 6812 4960 4523
Income
Recurring PBT (15,182) (10,147) 1,868 12,462
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 20 (436) - 3,116
PAT (15202)  (9.711) 1,868 9,347
Less: Minority Interest 141 (3) - -
Extraordinaries (Net) - - - -
Net Income (Reported) (12,228) (9,710) 1,868 9,347
Net Income (Adjusted) (12,087) (9,713) 1,868 9,347
Source Company data, I-Sec research
Exhibit 12: Balance sheet
(INR mn, year ending March)
FY22A FY23A FY24E FY25E
Total Current Assets 18,312 18,452 33,406 54,868
of which cash & cash eqv. 15,755 10,168 24,053 42,524
Toto! (;urrent Liabilities & 6.922 12.910 21.491 27373
Provisions
Net Current Assets 11,390 5,542 11,915 27,496
Investments 16,764 46,952 49,555 52,297
Net Fixed Assets - - - -
ROU Assets - - - -
Capital Work-in-Progress - - - -
Total Intangible Assets - - - -
Other assets 1,38,194 150,583 1,46,486 1,41,830
Deferred Tax assests - - - -
Total Assets 1,66,348 2,03,077 2,07,956 2,21,623
Liabilities
Borrowings - 404 404 404
Deferred Tax Liability - - - -
provisions 653 936 1,559 2,057
other Liabilities 3 2,543 1,607 2,105
Equity Share Capital 1,65,055 1,94,598 1,96,466 2,05,812
Reserves & Surplus - - - -
Total Net Worth 1,65,055 194,598 1,96,466 2,05,812
Minority Interest (66) (66) 3,258 6,582
Total Liabilities 1,66,348 2,03,077 2,07,956 2,21,623
Source Company data, I-Sec research
Exhibit 13: Quarterly trend
(INR mn, year ending March)
Sep-22 Dec-22  Mar-23 Jun-23
Net Sales 16,613 19,482 20,560 24,160
% growth (YOY) 62.2 75.2 69,7 70.9
EBITDA (3.114)  (3.662)  (2.254) (480)
Margin % (18.7) (18.8) (11.0) (2.0)
Other Income 1,695 1,734 1,705 1,810
Net Profit (2,508) (3,466) (2,044) 20

Source Company data, I-Sec research

FY22A FY23A FY24E FY25E

Operating Cashflow (6,930) (8,440) 11,087 16,802
Working Capital Changes 2,483 (1,760) 4,596 1,145
Capital Commitments (572) (1,014) (1,593) (2,103)
Free Cashflow (7,502) (9,454) 9,494 14,699
Other investing cashflow (78,806) 6,694 4,960 4,523
Cashflow from Investing g 57, 5,680 3,367 2,421
Activities
Issue of Share Capital 90,000 40 0 -
Interest Cost - - - -
Inc (Dec) in Borrowings - - - -
Dividend paid - - - -
Others (2,502) (1,314) (569) (751)
Cash flow from Financing
Activities 87,498 (1,274) (569) (751)
Chg. in Cash & Bank 1,190  (4,034) 13,885 18,472
balance
Closing cash & balance 3,923 3,288 16,066 34,538

Source Company data, I-Sec research

Exhibit 15: Key ratios

(Year ending March)

FY22A FY23A FY24E FY25E

Per Share Data (INR)
Reported EPS (1.7) (1.2) 0.2 1.2
Adjusted EPS (Diluted) (0.6) (0.8) 4.3 0.9
Cash EPS (1.5) (0.7) 0.9 2.0
Dividend per share (DPS) - - - -
Book Value per share (BV) 22.8 24.0 24.3 25.4
Dividend Payout (%) - - - -
Growth (%)
Net Sales 110.3 68.9 60.7 32.0
EBITDA 199.3 (27.8) (192.4) 189.2
EPS (INR) - - - 400.4
Valuation Ratios (x)
P/E (51.8) (72.1) 375.1 75.0
P/CEPS (59.2) (131.1) 92.7 43.5
P/BV 3.8 3.6 3.6 34
EV /EBITDA (61.0) (91.7) 96.7 323
P/ Sales 149 9.9 6.2 4.7
Dividend Yield (%) - - - -
Operating Ratios
Gross Profit Margins (%) 875 80.3 81.0 80.2
EBITDA Margins (%) (23.2) (9.9) 5.7 12.5
Effective Tax Rate (%) (0.1) 4.3 - 25.0
Net Profit Margins (%) (36.3) (13.7) 1.6 6.2
NWC / Total Assets (%) - - - -
Net Debt / Equity (x) 1.0 1.0 1.0 1.0
Net Debt / EBITDA (x) 33 8.1 (11.3) (5.0)
Profitability Ratios
RoCE (%) (16.2) (9.0) (1.2) 3.1
RoE (%) (9.8) (5.4) 0.9 4.5
RolIC (%) (12.3) (5.1) 1.2 48
Fixed Asset Turnover (x) 0.5 1.1 0.6 0.4
Inventory Turnover Days 3 4 11 15
Receivables Days 14 24 20 20
Payables Days 37 35 38 38

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, Abhisek Banerjee, MBA; Manoj Menon, MBA, CMA; Pradyut Ganesh, 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
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
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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
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
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
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 ICICI 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.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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