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Strengthening offline foundation crucial
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Offline channels, which bring ~1/3" of revenue for Honasa, are likely to be a
big driver of growth going ahead (better margin channel). Our ground checks
suggest: i) a sustained shift from Super Stockists (SS) to Distributors, ii) arrest
of churn in sales team, and c) a better sense of product freshness. Honasa has
onboarded the Botree distributor management system, which provides better
visibility on secondary sales; its 4 regional warehouses help maintain product
freshness. With Mamaearth driving half of its revenue from offline, incremental
thrust can be seen in other brands to get into offline networks. We see that the
SS-to-direct distribution shift will largely be in place for top-tier markets by
Q4FY25, after which, there will be accelerated GT network expansion. We
maintain BUY with Mar-25E TP of Rs500/sh, based on 6x EV/Sales.

Honasa Consumer: Financial Snhapshot (Consolidated)

Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E
Revenue 9,435 14,927 19,292 23,566 28,286
EBITDA 115 228 1,318 2,258 3,220
Adj. PAT 157 119 1,014 1,611 2,293
Adj. EPS (Rs) 0.5 0.4 3.2 5.0 7.1
EBITDA margin (%) 1.2 1.5 6.8 9.6 11.4
EBITDA growth (%) (57.9) 98.6 478.9 71.3 42.6
Adj. EPS growth (%) 0.0 (28.0) 713.0 58.9 42.3
ROE (%) (3.0) 1.8 12.1 14.0 17.0
ROIC (%) 2.1 (0.2) 26.2 48.3 74.2
P/E (X) 800.7 1,112.3 136.8 86.1 60.5
EV/EBITDA (x) 1,065.7 570.3 100.1 58.1 40.3
P/B (x) 17.8 21.8 12.9 11.2 9.5
FCFF yield (%) 0.3 (0.5) 1.0 1.5 1.9

Source: Company, Emkay Research

Actions in place to strengthen offline channel foundation

Honasa began its offline journey during Covid-19, when Mamaearth brand was clocking
ARR of Rs4bn and distribution was from a centralized location (given the online sales
concentration) in Haryana. Access to tier 1 distributors was limited then, and so it had
to associate with super stockists (SS). Now, with Mamaearth brands being a household
name (with FY23 revenue at ~Rs12bn), adoption with tier 1 distributors is easier. In the
first leg (in the top 8 cities), Honasa has largely shifted from super stockists to direct
distributors. Amid the ~177k outlet reach, the company covers ~45k outlets directly with
~100 distributors. For FY25, we see the focus extending to the top 20 cities. In the long
run, SS will cover tier 2+ cities. To have better visibility of sales and streamline the
process of returns and claims, the company has tied up with Botree (DMS) in Q2FY24,
which has gradually onboarded distributors. We believe that improved DMS will help the
company chart offline journeys better, compared with the past. Company aspires to
expand the outlet reach to ~500k in the next four years, where we see the bulk of
additions in the second half, as the company addresses front-end issues in the first half.

Offline to be the main driver for Mamaearth going forward

Honasa has been aggressive on the offline channel for the Mamaearth brand, where
consumer repeats further boost supply chain morale. Its focus on Beauty outlets has
been yielding strong throughput per outlet, which also helps in onboarding new users
and upselling existing consumers. As the company scales down discounting in the D2C
platform, offline beauty outlets would be key for new consumer additions. We see a 18%
revenue CAGR from offline channels, and GT store additions to accelerate from FY26.

Company with execution command valuation premium; Maintain BUY

We still like the management’s prowess of defining consumer trends in the Indian beauty
and personal care space, where it continues to corner market share. As the Mamaearth
brand charts its offline journey, we see a playbook in place for newer D2C brands.
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Online growth to be
platform-driven. We see a
defocus on the D2C channel
to bring sales decline

Offline journey is key for Mamaearth

We see the Mamaearth brand journey ahead to be offline dependent, where the company has
better margins and consumer engagement. We build around 18% CAGR over its offline
channels, where the contribution from general trade is likely to see expansion to 30% from
26% by FY26E. Growth trend to possibly see acceleration, as the company accelerates new
outlet addition from FY27, in our view. We build high-teen growth for the modern trade channel.
EBOs will gain relevance, as the company charts its offline journey; we see a contribution of
3% to the Mamaearth brand by FY26E (~5% contribution to offline revenue of Mamaearth).

Exhibit 1: Mamaearth’s brand growth journey to be offline dependent

(Rs mn) FY23E FY24E FY25E FY26E
Mamaearth 11,680 12,800 14,336 15,913
Revenue contribution 82% 68% 62% 58%
Growth 35% 10% 12% 11%
Offline 5,166 5,979 7,099 8,435
Growth 92% 16% 19% 19%
% of brand sales 44% 47% 50% 53%
MT and CSD 1,900 2,120 2,618 3,162
Growth 12% 24% 21%

% of brand sales 16% 17% 18% 20%

% of offline sales 37% 35% 37% 37%

MT outlets 8,000 8,500 10,000 11,500
Throughput per outlet 237,500 249,375 261,844 274,936
General trade 3,091 3,635 4,156 4,848
Growth 18% 14% 17%

% of brand sales 26% 28% 29% 30%

% of offline sales 60% 61% 59% 57%
Number of outlets 150,000 180,000 210,000 250,000
Throughput per outlets 20,605 20,193 19,789 19,393
EBOs 175 225 325 425
Growth 29% 44% 31%

% of brand sales 1% 2% 2% 3%

as a % of offline sales 3% 4% 5% 5%
Revenue per EBO 2.27 2.05 2.11 2.15
Count 77 110 154 198
Online 6,514 6,821 7,237 7,478
Growth 9% 5% 6% 3%
% of brand sales 56% 53% 50% 47%
D2C 2,606 2,606 2,476 2,352
Growth 0% -5% -5%

% of brand sales 22% 20% 17% 15%

% of online sales 40% 38% 34% 31%
Platform 3,909 4,215 4,761 5,126
Growth 8% 13% 8%

% of brand sales 33% 33% 33% 32%

% of online sales 60% 62% 66% 69%

Source: Emkay Research

Online journey for Mamaearth to be slow, as thrust is on scaling down the D2C
channel

D2C platform, positioned to tap new users, is gradually seeing a descale, as discounting needs
to reduce. Discounting for high-selling SKU is limited (key for building offline sales), while it
has been aggressive for new offerings. The company looks to maintain its market share in the
online platforms. This will reflect in near term single-digit growth for the brand in the channel.
As the D2C vertical is scaled down, we see online channel growth to be in the high-single digit.

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.
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Online remains relevant for newer brands

We continue to see other brands focusing on online channels, where they will have better
visibility and consumer connections. It is only at a threshold sales level, that we expect brands
to chart offline journeys. As with Mamaearth, Honasa has launched ‘The Derma Co’ in an offline
channel, where the initial focus is on pharmacy and modern trade, as the brand reached Rs5bn
ARR. We estimate that The Derma Co now has 5% revenue from the offline channel, where
the thrust now would be to expand brand presence and leverage the playbook of Mamaearth.
At an entity level, we see a gradual shift of revenue from online to offline.

Exhibit 2: Online channel salience at a group level to see gradual moderation

(Rs mn) FY23E FY24E FY25E FY26E
Offline sales for Honasa 5,394 6,278 7,960 10,156
Growth (%) 68.2% 19.9% 26.8% 27.6%
Contribution 38% 33% 35% 37%
- Mamaearth 5,166 5,979 7,099 8,435
- - Growth (%) 91.9% 15.8% 18.7% 18.8%
- - Contribution (%) to Offline sales 95.8% 95.2% 89.2% 83.1%
- Other brands 228 299 860 1,721
- - Growth (%) 618.9% 324.2% 188.0% 100.0%
- - Contribution (%) to Offline sales 4.2% 4.8% 10.8% 16.9%
Online sales for Honasa 8,861 12,497 14,981 17,230
Growth (%) 68.2% 38.6% 19.9% 15.0%
Contribution 62.2% 66.6% 65.3% 62.9%
- Mamaearth 6,514 6,821 7,237 7,478
- - Growth (%) 9.0% 4.7% 6.1% 3.3%
- - Contribution (%) to Online sales 73.5% 54.6% 48.3% 43.4%
- Other brands 2,347 5,676 7,744 9,752
- - Growth (%) 280.7% 126.6% 36.4% 25.9%
- - Contribution (%) to Online sales 26.5% 45.4% 51.7% 56.6%
Total Products sales 14,255 18,775 22,941 27,386
growth 53.0% 31.7% 22.2% 19.4%

Source: Emkay 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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Exhibit 3: Online channel sales contribution and expectations

(Rs mn) FY23E FY24E FY25E FY26E
D2C 3,733 5,831 6,982 7,791
Growth 25.2% 56.2% 19.7% 11.6%
Contribution 42.1% 46.7% 46.6% 45.2%
- Mamaearth 2,606 2,606 2,476 2,352
- - Growth (%) 0.0% -5.0% -5.0%
- - Contribution to online sales (%) 29.4% 20.9% 16.5% 13.6%
- Other brands 1,128 3,225 4,506 5,439
- - Growth (%) 186.0% 39.7% 20.7%
- - Contribution to online sales (%) 12.7% 25.8% 30.1% 31.6%
- - As a % of other brands sales (%) 48.1% 56.8% 58.2% 55.8%
3P market place 5,128 6,666 7,999 9,439
Growth 41.9% 30.0% 20.0% 18.0%
Contribution 57.9% 53.3% 53.4% 54.8%
- Mamaearth 3,909 4,215 4,761 5,126
- - Growth (%) 7.8% 13.0% 7.7%
- - Contribution to online sales (%) 44.1% 33.7% 31.8% 29.8%
- Other brands 1,219 2,451 3,238 4,313
- - Growth (%) 101.1% 32.1% 33.2%
- - Contribution to online sales (%) 13.8% 19.6% 21.6% 25.0%
- - As a % of other brands sales (%) 51.9% 43.2% 41.8% 44.2%
Total online sales 8,861 12,497 14,981 17,230
Growth (%) 34.4% 41.0% 19.9% 15.0%
As a % of overall sales (%) 62.2% 66.6% 65.3% 62.9%

Source: 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.
May 1, 2024 |4



India Equity Research | Company Update

Offline gains prominence for brand Mamaearth

The offline journey starts with super stockists...

Honasa Consumer began its offline journey during Covid-19, where Mamaearth brand was
clocking ARR of Rs4bn and the product distribution was from a centralized location (given the
online concentration) in Pataudi (Haryana). Access to tier 1 distributors was limited (then), and
so, it had to associate with super stockists (SS), where products connected with retail via
redistributor stockists. Given the first-time thrust on offline, the company started with a healthy

Mamaearth brand reached trade margin and higher credit days.

177k outlets as of Dec-24,
with ~45k outlets reached

. ...with scale, distribution is shifting to direct distributors
directly. The company

aspires to expand outlet Now with Mamaearth brands being a household name (with FY23 revenue at Rs12bn), adoption
coverage to 500k in the with tier 1 distributors is easier. In the first leg (in the top 8 cities), Honasa has largely shifted
next four years from super stockists to direct distributors. Also, the company has added four regional

warehouses, in addition to expansion of the mother warehouse. Amid ~177k outlet reach, the
company covers ~45k outlets directly with ~100 distributors. For FY25, we see the focus
extending to the top 20 cities. In the long run, SS will cover tier 2+ cities.

Exhibit 4: Honasa’'s domestic revenue concentration

[ Honasa Consumer ]

!

| |

[ Online (2/3r) ] [ Offline (1/31) ]

!
| |

[ Platforms (55%) ] [ D2C (45%) ]

! } }

[ General trade (60%) ] [ Modern trade (38%) ] [ EBOs (3%) }

Source: Emkay Research

Actions in place to fix loose ends

For its general trade coverage, as the company shifts from Super Stockists’ heavy distribution
to direct distribution, it has faced initial teething issues, for which it has taken necessary
actions.

Replacing super stockists with large FMCG distributors

With strong brand visibility and decent outlet presence, the company connects with distributors
which are open for business. Healthy margins and company assurance on Rol are leading to
distributor conversions. We assess that ~3/5% of the business is being managed by super
stockists for the company (vs. 3/4™ a year back). The company is looking to reduce dependence
on super stockists to 1/4™ by FY25-end, when super stockists will address demand in Tier 2+
towns.

Replacing unviable distributors

Some of Honasa’s distributors are multi-band distributors, where they engage with competing
brands. As the new brands offer higher margins in the quest to corner share, some distributors
focus on newer brands. The company has identified such distributors, where growth has been
muted. In the last year, Company has already churned 1/4% of its distributors. Additionally, it
is evaluating existing and new distributors on their ability to scale and invest in the business.
Distributors are being benchmarked to leading distributors of FMCG companies.

Unlike in the past, the company is entering new towns under the distributor model, where its
journey has been smooth. For tier-2 markets, the super stockists remain key enablers.

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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We see that the improved
DMS (Botree) will help
Company chart offline
journeys better, compared
with the past.

DMS will help better track inventory

In the earlier DMS software, the company had restricted visibility of secondary sales, where it
did not have any control over pricing and claims. As the company built scale, it started feeling
the pinch of a lean distributor management system (DMS), where continuous credit and scale-
up aspiration made for bunching up of inventory with select super stockists. The company tied
up with Botree (distributor management system - DMS) in Q2FY24, which has gradually
onboarded distributors.

Product freshness is under control with DMS

The company has gradually gained control of the inventory in the system. For its distributors,
products are largely fresh, where they maintain inventory for 45 days. Botree will provide a
sense of the distributor's inventory freshness. Super stockists remain a dark spot, where it is
looking to shift business to direct distributors. The company has incubated 4 regional
warehouses across India, which further enable offline distribution.

Strategy in place for offline markets

The company’s strategy revolves around the top 50 towns, where it is doubling down on the
top 10 towns (including metros), after which it will look at the next 40 towns. In the offline
journey, the company is likely to keep its thrust on tier-1 towns in the first phase for the next
18 months, after which it will focus on the tier-2 markets. Tier-2+ markets represent ~25% of
the company’s offline revenue and are likely to remain so in FY25.

Exhibit 5: Assessing throughput per outlet

(Rs mn) FY23E As a % of sales
Honasa Consumer 14,255
Online sales 9,019 63%
Offline sales 5,236 37%
- General trade 3,091 22%
- Modern trade 1,970 14%
- EBOs 175 1%
General trade operations
General trade sales 3,091
General trade GMV 6,181
Outlets (nos.) 150,000
Throughput per outlet per month (Rs) 3,434
Direct general trade net sales 1,200
Direct general trade GMV 2,400
% of overall general trade 39%
Outlets (nos.) 40,000
% of overall general trade 27%
Throughput per outlet per month (Rs) 5,000
Top 1,000 outlets sales 1,080
Outlets (nos.) 1,000
Throughput per outlet per month (Rs) 90,000
Balance direct sales 1,320
Outlets (nos.) 39,000
Throughput per month (Rs) 2,821
Indirect general trade sales 3,781
% of overall general trade 61%
Outlets (nos.) 110,000
% of overall general trade 73%
Throughput per outlet per month (Rs) 2,865

Source: Emkay Research; Note: We assumed sales at 50% of GMV, given the healthy trade margins
offered by the company

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.
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Exhibit 6: Honasa Consumer’s revenue contribution across channels

mOnline General trade ®Modern trade BEBOs
1%

Source: Emkay Research

Exhibit 7: Assessing throughput per outlet for coverage universe (on MRP)

FY23 Domestic Trade GMV General Overall Throughput per D|rec.t Direct Throughput
. sales trade outlet store (Rs/ retail per store

sales sales margin + reach (mn
(Rs bn) (Rs bn) Tax (Rs share reach month/outlet) sales outlets) (Rs/outlet) -
mn) (%) (mn) - Overall (%) Direct
HUL 582 570 30% 814 75% 9.0 5,654 45% 3.00 7,633
ITC 191 191 30% 273 74% 7.0 2,401 41% 2.50 2,757
Nestle 168 161 30% 230 82% 5.2 3,022 55% 1.60 5,402
Britannia 160 151 30% 216 85% 6.3 2,424 52% 2.60 3,055
GCPL 132 75 30% 108 82% 6.0 1,225 50% 1.00 3,676
Dabur 114 82 30% 116 74% 7.9 909 45% 1.40 2,308
Marico 97 74 30% 105 85% 6.5 1,144 50% 1.70 2,188
Colgate 52 49 30% 70 63% 5.6 661 36% 1.00 1,332
Emami 34 28 30% 40 74% 4.9 502 43% 0.90 1,176
Honasa (GT sales) 14 14 50% 29 21% 0.2 3,434 41% 0.04 5,000
Bikaji 20 20 35% 30 85% 1.0 2,138 30% 0.23 2,789

Source: Emkay Research

Leakage from online under control

For Honasa, 1/3™ of its online revenue is from its own D2C platforms, where the company has
control over product sales to an individual consumer (customer can order a maximum of 14
unit of an SKU at a time). Here, for a small retailer, it makes sense to source products from
the D2C website, where the company runs BOGO (Buy one and get one) offers. But for large
retailers, sourcing from the D2C platform does not make much sense, given the quantity limit.
Also from a BOGO perspective, we notice that for hero SKUs (which have high offline salience)
like Ubtan or onion range, the company limit discounting.

Amid e-commerce platforms, which generate ~2/3™ of online revenue, in vertical platforms
like Amazon and Flipkart, the maximum cap for a product is set at 30; while Meesho allows
only a unit per order. In a platform like Nykaa, Purplle, and Tira, where the platform operates
on an inventory model, the maximum volume a consumer can place an order is capped at 2-
5. Also, given that Honasa is a seller on most e-commerce platforms (except platforms with an
inventory model), discounting has been limited.

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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On its own D2C channel,
Mamaearth.com, Honasa
has capped the limit at 14
units of an SKU

Exhibit 8: Mamaearth Ubtan face wash - consumer price across different sourcing channels

(discount measured on MRP)

SKU 100ml 150ml
MRP Rs259 Rs375
Rs/ml 2.59 2.50
D2C website

Normal - D2C website price (Rs/ml)” 1.97 1.90
Discount -24.0% -24.0%
E-commerce platforms

Amazon (Rs/ml) 2.24 2.22
Discount -13.5% -11.2%
Flipkart (Rs/ml) 2.32 2.02
Discount -10.4% -19.2%
Nykaa (Rs/ml) 2.33 2.20
Discount -10.0% -12.0%
Tira (Rs/ml) 2.27 2.00
Discount -12.4% -20.0%
Meesho (Rs/ml) 2.13

Discount -17.8%

Retail outlets

Retailer price 2.07 2.00
Discount -20.0% -20.0%

Source: Emkay Research; ~“Note: In D2C platforms, for online payment orders, there is a discount of 5%

Retail sourcing/Case study: Our ground checks suggest that, historically, retail channel
partners have leveraged occasional BOGO schemes active on the Mamaearth brand D2C
channel. However, the company has gradually arrested leakage. Now, BOGO offers are
restricted to new or slow-moving products. For high-selling SKUs, which have a good repeat
offline, the company deviates from any aggressive discounting.

In select cases, it is noticed, that the company cancels consumer orders, as it gets a sense of
retail procuring items (based on insights from the data and analytics team) through D2C

platform.

Exhibit 9: Mamaearth’s D2C platform allows 14 units per order

Q You can only buy up to 14 units of this product

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
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Exhibit 10: On Flipkart, the maximum order is capped at 30 units (the platform offers a 10%
discount)

B} ORDER SUMMARY
You can buy only up to 30 unit(s) of this product

On Flipkart, Honasa has o ) )
Mamaearth Ubtan Natural forDry Skin with Turmeric & S.. ()  Delivery by Tomorrow, Sun |

capped an SKU to 30 units e 100 mil 21200 Free
e :
' Seller: HonasaConsumerLtd (FEEIZE @ Delivery by 11 PM, Tomorrow |
¥2168 Free
2 7770 ¥6,960 10% Off 2 offers applied @

- 30 |+ REMOVE

Source: Company, Emkay Research

Exhibit 11: On Amazon, limit of maximum order is capped at 30 units (the platform offers an 11%

discount)
www Mamaearth Ubtan Natural
b | Face Wash For all Skin Type

with Turmeric & Saffron for
Tan Removal - 150 ml

On Amazon, Honasa has ¥333.00

capped an SKU to 30 units A We're sorry. This item has
limited purchase quantity. We
have changed your purchase
quantity to the maximum
allowable.

Condition:
Sold by: Honasa Consumer Limited

Delete

Source: Company, Emkay Research

Exhibit 12: Nykaa allows 5 units per order (discount at ~129%)

In a platform with an
inventory model, Nykaa has
capped units for a SKU at 5

Select Quantity

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.
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Exhibit 13: Tira allows 2 units per order (discount at ~20%)

My Bag (2items) Apply Coupons

Login to Apply Coupons

Tira capped the unit to 2 for

Mamaearth

= | 1
an SKU Mamaearth Ubtan Natural Face Wash (150ml) Price Details
ﬁﬁ 1promo applied @
Total MRP 75002
600 (20% OFF) -2 +
Subtotal 2600
Discount 15003
Get 3 Free Gifts
it Total 2600
GWP Mamaearth GWP Mamaearth GWP Mamaearth
a Ubtan Face Mask.. i Ubtan Face Wash.. " Multani Mitti Face.. 1 Woohoo! You save #150.03 on this order.
FREE FREE FREE

Checkout

o Maximum 2 quantity can be added

Source: Company, Emkay Research

Exhibit 14: Purplle allows 5 units per order (platform offers ~17% discount)

Savings of X161 on the offer

© Save 10% on 499+ offer applied

e Mamaearth Ubtan Face Scrub with Turmeric and Walnut for Tan Removal - 100g
On Purplle, the maximum A
unit order is capped at 5

PP ﬁ 21445 17%o0ff  Qty: 5~

- 1
Remove Move To Wishlist| 2
4 3 |
4
T1445 YOU SAVE 2301 m Proceed To Pay

View Detailed Bill

Source: Company, Emkay Research

Distributor Rol and channel hygiene key for GT scale up

Honasa is focusing on the distributor's Rol, as it partners with its non-exclusive distributors,
who are initially drawn to the company's large margin on offer and credit. Currently, Honasa’s
feet on the street are under company payroll, who in future will move to distributor payroll.
Honasa is looking to ensure that its distributors are fairly compensated, while associated with
the company.

We see this move to be crucial as many of the FMCG distributors have developed distrust with
traditional FMCG companies, who continue to trim margins and are unable to address channel
issues. If Honasa creates a rewarding scenario, distributors will associate with the brand. From
the channel hygiene perspective, the company has identified hero SKUs (8-10), which are being
pushed in general trade, wherein it will limit any discounting in the online channel.

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.
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We see a credit-driven
scalable business as the key
concern. With scale, the
company should scale down
its credit offering to the
trade

Key offline risk - Trade credit monitoring is key ahead

In its offline journey, Honasa has been attracting trade partners with a healthy trade margin
and higher credit terms. With scale, the company has optimized its distributor margin (from
10% to 8%) and retail margins (23% now from 25%) for the Mamaearth brand, while
sustaining the credit days. Given that the bulk of business is managed by super stockists, credit
is at ~45 days, while the same with distributors is at ~30 days. Although the company monitors
the aging of receivables and limits billing as the credit period overshoots, we see a credit-
driven scalable business as the key concern.

With scale, we believe the company should optimize credit days. Our experience with FMCG
companies suggests that credit in the system slows down intensity, where trade looks to push
for inventory procured on cash. Offering credit initially would be a strategy to drive product
visibility, but sustained credit with scale would be seen negatively.

Company has maintained negative working capital in the business, which is a factor of
minuscule receivable days in the online channel, where growth is healthy. In case offline grows
at an accelerated pace, we fear for the working capital funding requirement in the business.

Other risks need preparedness

If counterfeits gain scale, it will be detrimental to sales and brand imagery

While we do not see counterfeits (demonstrate brand appeal, with high repeats) as a major
issue for the Mamaearth brand as of now, we noticed select cases in some of the distributor
checks. The company needs to be alert on this aspect, as any disruption from counterfeit will
have a bearing on brand imagery and sales.

Lower margin for new brand may slow the scale up

Additionally, in select markets, we noticed that for newer brands, the company is offering lower
retail margins. This could be on the back of the core Mamaearth brand’s success, but amid
rising competition, offering lower margins may have a bearing on the scalability of newer
brands.

Exhibit 15: Key assumptions

FY22 FY23 FY24E FY25E FY26E
Income statement
Total income growth 105.1% 58.2% 29.2% 22.2% 20.0%
Offline growth 214.3% 91.9% 15.8% 18.7% 18.8%
Online growth 67.8% 9.0% 4.7% 6.1% 3.3%
Mamaearth growth 96.2% 34.7% 9.6% 12.0% 11.0%
Other brands growth 258.0% 397.3% 300.6% 44.0% 33.3%
Gross margin 70.0% 70.1% 69.3% 70.0% 70.0%
Advertisement 41.5% 35.5% 33.5% 32.7% 31.8%
EBITDA margin 3.2% 3.4% 7.1% 9.8% 11.7%
Adj PAT growth 1.5% 0.2% 5.5% 7.0% 8.3%
EPS (Rs/share) 0.5 -4.7 3.3 5.2 7.3
Balance Sheet
ROE 2.2% -23.6% 9.8% 13.3% 15.9%
ROCE 0.6% -0.3% 9.1% 13.9% 17.4%
Inventory days 26 29 27 25 25
Receivable days 29 33 30 30 28
Payable days 67 50 60 65 65

Source: Company, Emkay Research
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Honasa Consumer: Consolidated Financials and Valuations

Profit & Loss

Balance Sheet

Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E
Revenue 9,435 14,927 19,292 23,566 28,286 Share capital 0 1,363 3,217 3,217 3,217
Revenue growth (%) 105.1 58.2 29.2 22.2 20.0 Reserves & Surplus 7,056 4,696 7,506 9,117 11,410
EBITDA 115 228 1,318 2,258 3,220 Net worth 7,056 6,059 10,723 12,334 14,627
EBITDA growth (%) (57.9) 98.6 478.9 71.3 42.6 Minority interests 0 0 0 0 0
Depreciation & Amortization 69 250 292 390 472 Deferred tax liability (net) 86 14 14 57 22
EBIT 46 (22) 1,026 1,867 2,748 Total debt 596 922 1,143 1,388 1,529
EBIT growth (%) (82.1) (148.2) 0.0 82.0 47.2
Other operating income 0 0 0 0 0 Net tangible fixed assets 565 692 1,372 1,682 1,904
Other income 209 225 420 400 450 Net intangible assets 2,870 1,833 1,833 1,833 1,833
Financial expense 30 67 85 90 100 Net ROU assets 0 0 0 0 0
PBT 224 137 1,361 2,177 3,098 Capital WIP 0 0 0 0 0
Extraordinary items 0 (1,547) 0 0 0 Goodwill 1,733 528 528 528 528
Taxes 80 99 347 566 806 Investments [JV/Associates] 846 790 1,000 2,000 3,000
Minority interest 13 82 0 0 0 Cash & equivalents 4,311 3,326 7,934 9,008 10,468
Income from JV/Associates 0 0 0 0 0 Current assets (ex-cash) 1,759 3,023 3,600 4,191 4,785
Reported PAT 157  (1,428) 1,014 1,611 2,293 Current Liab. & Prov. 2,612 2,669 3,859 4,935 5,812
PAT growth (%) 0.0 (1,008.7) 0.0 58.9 42.3 NWC (ex-cash) (853) 354 (259) (744) (1,027)
Adjusted PAT 157 119 1,014 1,611 2,293
Diluted EPS (Rs) 0.5 0.4 3.2 5.0 7.1 Net debt (3,714) (2,404) (6,791) (7,620) (8,939)
Diluted EPS growth (%) 0.0 (28.0) 713.0 58.9 42.3 Capital employed 7,738 6,995 11,880 13,779 16,178
DPS (Rs) 0.0 0.0 0.0 0.0 0.0 Invested capital 2,581 2,879 2,946 2,771 2,710
Dividend payout (%) 0.0 0.0 0.0 0.0 0.0 BVPS (Rs) 24.2 19.8 33.3 38.3 45.5
EBITDA margin (%) 1.2 1.5 6.8 9.6 11.4 Net Debt/Equity (x) (0.5) (0.4) (0.6) (0.6) (0.6)
EBIT margin (%) 0.5 (0.1) 5.3 7.9 9.7 Net Debt/EBITDA (x) (32.4) (10.6) (5.2) (3.4) (2.8)
Effective tax rate (%) 35.6 72.7 25.5 26.0 26.0 Interest coverage (x) 0.1 0.3 0.1 0.0 0.0
NOPLAT (pre-IndAS) 29 (6) 764 1,382 2,034 ROCE (%) 5.2 2.8 15.3 17.7 21.4
Shares outstanding (mn) 291.8 306.6 321.7 321.7 321.7 Source: Company, Emkay Research

Source: Company, Emkay Research

Cash flows Valuations and key Ratios
Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E Y/E Mar FY22 FY23 FY24E FY25E FY26E
PBT 224 137 1,361 2,177 3,098 P/E (x) 800.7 1,112.3 136.8 86.1 60.5
Others (non-cash items) 0 0 0 0 0 P/CE(x) 556.5 358.8 106.3 69.3 50.2
Taxes paid (95) (125) (347) (566) (806) P/B (x) 17.8 21.8 12.9 11.2 9.5
Change in NWC 222 (969) 613 485 283 EV/Sales (x) 12.9 8.7 6.8 5.6 4.6
Operating cash flow 446 (516) 1,584 2,176 2,698 EV/EBITDA (x) 1,065.7 570.3 100.1 58.1 40.3
Capital expenditure (26) (117) (252) (260) (254) EV/EBIT(x) 2,675.7 (5,898.3) 128.6 70.2 47.2
Acquisition of business (4,999) 790 (1,710) (2,500) (2,500) EV/IC (x) 47.3 45.1 44.8 47.3 47.9
Interest & dividend income 0 0 0 0 0 FCFF yield (%) 0.3 (0.5) 1.0 1.5 1.9
Investing cash flow (4,998) 429 (2,267) (2,805) (2,749) FCFE yield (%) 0.3 (0.5) 0.9 1.3 1.7
Equity raised/(repaid) 0 0 0 0 0 Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Debt raised/(repaid) 4,812 (130) 3,650 23 9 DuPont-RoE split
Payment of lease liabilities 0 0 0 0 0 Net profit margin (%) 1.7 0.8 5.3 6.8 8.1
Interest paid (4) (11) (85) (90) (100) Total asset turnover (x) 1.9 2.0 2.0 1.8 1.9
Dividend paid (incl tax) 0 0 0 0 0 Assets/Equity (x) (0.9) 1.1 1.1 1.1 1.1
Others 0 0 221 264 98 RoE (%) (3.0) 1.8 12.1 14.0 17.0
Financing cash flow 4,808 (141) 3,786 197 7 DuPont-RoIC
Net chg in Cash 256 (227) 3,104 (432) (45) NOPLAT margin (%) 0.3 0.0 4.0 5.9 7.2
OCF 446 (516) 1,584 2,176 2,698 IC turnover (x) 6.8 5.5 6.6 8.2 10.3
Adj. OCF (w/o NWC chg.) 224 453 971 1,692 2,415 ROIC (%) 2.1 (0.2) 26.2 48.3 74.2
FCFF 420 (633) 1,332 1,916 2,444 Operating metrics
FCFE 390 (699) 1,247 1,826 2,344 Core NWC days (27.8) (21.6) (22.5) (30.8) (33.8)
OCF/EBITDA (%) 389.1 (226.5) 120.2 96.4 83.8 Total NWC days (33.0) 8.7 (4.9) (11.5) (13.3)
FCFE/PAT (%) 247.9 (588.3) 123.0 113.3 102.2 Fixed asset turnover 5.0 4.5 5.5 5.4 5.6
FCFF/NOPLAT (%) 1,428.4 10,524.8 174.3 138.7 120.2 Opex-to-revenue (%) 68.7 68.5 62.4 60.4 58.6

Source: Company, Emkay Research

Source: Company, Emkay Research
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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
BSE Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX), Multi Commodity Exchange of India Ltd (MCX)
and National Commodity & Derivatives Exchange Limited (NCDEX) (hereinafter referred to be as “Stock Exchange(s)”). EGFSL along with its [affiliates]
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 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 the Securities and Exchange Board of India ("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. However, SEBI and Stock Exchanges had conducted their 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 its existing 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.

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 clients
simultaneously, not all clients may receive this report at the same time. 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.

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. EGFSL may
have issued or may issue other reports (on technical or fundamental analysis basis) of the same subject company 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. Users
of this report may visit www.emkayglobal.com to view all Research Reports of EGFSL. 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
EGFSL; 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. 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 affiliates. 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.

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

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

Disclaimer for U.S. persons only: Research report is a product of Emkay Global Financial Services Ltd., under Marco Polo Securities 15a6 chaperone
service, 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 Global Financial Services Ltd. has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc.
("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.
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RESTRICTIONS ON DISTRIBUTION

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. Except otherwise restricted by
laws or regulations, this report is intended only for qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of
such jurisdictions. 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.

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 associated personsl may have served as an officer, director or employee of the
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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.

1 An associated person is defined as (i) who reports directly or indirectly to such a research analyst in connection with the preparation of the reports; or (ii)
another person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial Interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new
listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not
include commercial lending conducted at the arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant
notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.
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4. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s may have material conflict of interest in the securities
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OTHER DISCLAIMERS AND DISCLOSURES:

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) -:

EGFSL or its associates may have financial interest in the subject company.
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Research Analyst may have served as an officer, director or employee of the subject company.
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