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Cautiously Optimistic May 23, 2023
Results (standalone) were in-line with estimates _
. R . Rating TP (Rs) Up/Dn (%)
on topline however higher Ad-Spends impacted g,y 241 28
bottom-line
Market data
Revenue (standalone) grew by 22% YoY to Rs 26512mn aided ¢y rent price Rs 190
by 14% growth in lifestyle business. Revenue on a QoQ basis warket cap Rs.Bn) ®Rs Bn) 180
was down by 14%. Market Cap (US$ Mn) (US$ Mn) 2,179
EBIDTA margins stood at 8.5% as against 17% YoY and 13.4% Face Value Rs 10
QoQ mainly impacted by other expenses and higher 52Weeks High/Low Rs 359.5/187.5
employee cost. Average Daily Volume ('000) 5,420
BSE Code 535755
Gross Margins were stable @ 53.55% as against 54.59% YoY Bloomberg ABFRLIN

and 53.35% QoQ

Source: Bloomberg

EBIDTA for all business i.e Lifestyle, Others including

athleisure and innerwear and Pantaloon was impacted due to One Year Performance

higher marketing spends. EBIDTA dropped by 39% YoY to Rs 150 7

2253mn. 130 1

PBT for Q4FY23 reported a loss of Rs 1750mn vs 1107

608mn/729mn in Q4FY22/Q3FY23 90 -

Loss for Q4FY23 at Rs 1281 mn vs profit of 497mn/569mn in 70 1

Q4FY22/Q3FY23. 50 . : : :

May-22 Aug-22 Nov-22 Feb-23 May-23

Outlook: Aditya Birla Fashion and Retail Ltd

Nifty Index

e Growth to see an uptick from H2FY24 on account of slowdown  sgurce: Bloomberg

in Tier 2 and rural. Q4FY23 was the first full quarter
witnessing slowdown.

o Ad Spends to remain elevated on account of TMRW and TASVA % Shareholding  Mar-23  Dec-22
] ) Promoters 55 57
e New ventures like Tasva and TMRW will take atleast 2 years to Public
generate profitability. 44 44
Others 1 1
e Consolidated Net Debt @ Rs 14220mn || Expect it to increase Tq¢al 100 101
post TCNS acquisition
Source: BSE
e D2C TMRW brand to remain in investment phase
e Net stores addition in Pantaloon to be ~ 40 to 50
e Reebok should turn profitable going forward
Financial Summary
Y/E Mar (Rs mn) FY21* FY22* FY23* FY24E* FY25E*
Net sales 51,811 78242 117369 141,258 161,948
EBIDTA 59433 10,7948 159479 203054  23570.4
EPS (Rs) (post dilution) @) m 1 2 2 Kunal Bhatia
growth (%) 35171 (88) (264) 51 18 (022) 67141442
P/E () @7 @21 136 96 82 kunal.bhatia@dalal-broacha.com
P/B (x) 6 6 5 3 3
EV/EBITDA (X) 35 20 14 12 11 Harsh Shah
D/E 0.4 0.4 0.5 0.2 0.2 +91 22 6714 1496
ROCE &%) ) 6 10 1 12 harsh.shah@dalal-broacha.com,
ROE (%) (24) (3) 3 3 4

* Post IND-AS 116

Please refer to our disclaimer given at the last page.
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Aditya Birla Fashion Retail Ltd

Segments & Concall KTA’s

DALAL & BROACHA STOCK BROKING PVT LTD

Particulars Rs Mns Q4FY23 QA4FY22 YoY Q3FY23 QoQ
A. Madhura Segment Total 19,270 15,590 24% 22,360 -14%
1. Madhura LifeStyle 15,350 13,420 14% 18,730 -18%
2. Other Madhura which includes

innerwear and Reebok 3,920 2,170 81% 3,630 8%
B. Pantaloon 7,980 6,750 18% 11,590 -31%
Less Eliminations: (740) (520) (360)

Total 26,510 21,820 21% 33,590 -21%
EBIDTA Margins

A. Madhura Segment Total 10.1% -0.3% 13.1%

1. Madhura LifeStyle 14.7% 23.2% 16.9%

2. Other Madhura which includes

innerwear & Reebok -7.7% -1.8% -6.3%

B. Pantaloon 8.9% 12.1% 14.5%

Madhura LifeStyle Mix

Wholesale 3,310 4,190 -21% 3,740 -11%
Retail 8,090 6,160 31% 10,120 -20%
Others 3,950 3,070 29% 4,870 -19%

A. TOTAL MADHURA SEGMENT
1. Madhura Lifestyle Brands KTA’s

LTL @ 40% for FY23 in Retail business
Ecom contribution at 12% for FY23

Wholesale business degrew by 21% in Q4FY23 on account
of account of change in the business model from Buy &
Sell to consignment

Stores @2650 (+128 YoY)

Network of small-town format within Lifestyle brands is
now 600 stores strong

2. Other Madhura business which includes innerwear

Active Athleisure wear and Inner-Wear (total) growth @ 33%
YoY

Inner-Wear and activewear witnessed 50% growth ||
Athleisure witnessed soft growth as work from home
category faded

Network: 32000 MBO’s and EBO at 175 stores

Reebok completed integration into ABFRL in H2FY23 ||
new brand ambassadors- Taapsee Pannu and Surya Kumar

Yad

Am
add

For

av||

erican Eagle grew by 89% YoY and LTL 67%|| 6 stores
ed || total 37 EBO’s

ever-21 grew by 40% YoY || LTL grew by 25% || 9

(net)stores added
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“TheCollective” and other super-premium brands revenue

growth of 60% YoY || LTL growth of 41%
B. PANTALOON
LTL @13 % for Q4FY23

Value segment i.e. Pantaloons face headwinds due to
inflation || Tier-2 and below witness slowdown post festive

25 stores added in Q4 vs 54 added in full year
Target to add net 40 to 50 stores in FY24
Full year LTL growth @ 48%

C. Ethnic Subsidiaries :
JAYPORE: Revenue +90% for FY23 expanded to 18 stores,
8 stores added in FY23

Shantanu & Nikhil: Sales +53% for FY23 || 15 stores, 5
stores added in FY23 || extended brand in to sports

Sabyasachi: Revenue +50% || Jewellery business grew 75%
|| Launched New York store in October

TASVA: opened 19 stores in Q4FY23 (51 in total), 4 stores
added through partnered model

D. MASABA
Quarterly revenue double over LY
Had acquired 51% stake in 'House of Masaba Lifestyle
Private Limited' to get entry into branded beauty and

personal care segment @ Rs 900mn (this includes
secondary and primary infusion) for 51%

aim to clock Rs 5bn revenues

E. D2C brands subsidiary in the making

TMRW announced strategic partnership with seven digital
first brands: Six brands already integrated into the
portfolio

F. Digital and Omnichannel
E-commerce sales grew 77% YoY

Omni-channel coverage is now across 2650+ stores

23-May-23 [ 3|



Aditya Birla Fashion Retail Ltd

Details of TCNS Acquisition

DALAL & BROACHA STOCK BROKING PVT LTD

ABFRL to acquire TCNS
PART-A 1
Stake to be acquired: 51% Approx 22% -30.81% from Promoters
Approx 29% via open Offer (minimum
Consideration per share
(Rs) 503
Amount Consideration
Rs Mns: 16500
Thus valuation for 100% 32353
TCNS Turnover Rs
9330mn (9MFY23)
Annualised 12440
Valuation considered: 2.6x FY23e Sales
Part A 2
Merge the company post above acquisition in ABFRL
Merger Ratio: 11 Shares of ABFRI for 6 Shares of TCNS
PART-B
ABFRL H1FY23 B. Sheet Strength: Rs Mns
Cash & Bank 1551.8
Current Investments 9764.4
Total 11316.2
Balance amount Amount
(75%) to received on
6.5crs warrants to be
converted to Equity
shares in FY24 @ Rs
288.75 per share 14250
Borrowings 13744.6
PART- C
TCNS' our main concern is Inventory Days to RM
Particulars ( Rs Mns) FY19 FY20 FY21 FY22 Sep-23
Inventory Rs Mns 2740.83 3300 2780 3608.85 4830
Raw materialsRs Mns 5336.86  4023.29 2723.7 3095.58 3964 annualised
Inventory Days on RM 187 299 373 426 445

23-May-23
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Aditya Birla Fashion Retail Ltd DALAL & BROACHA STOCK BROKING PVT LTD

Quarterly Performance Analysis (standalone)

Exhibit 1

Particulars Rs Mns (Standalone) Q4FY23 QA4FY22 YOY Q3FY23 QoQ
Revenue from Operations 26,513 21,814 22% 33,589 -21%
Other Income 330 249 33% 271 22%
Total Income 26,843 22,063 22% 33,859 -21%
COGS 12,313 9,905 24% 15,666 21%
% of sales 46.44% 45.41% 46.64%

Employee Benefit Expense 3,433 2,673 28% 3,642 -6%
% of sales 12.95% 12.25% 10.84%

Other Expenses 6,410 4141 55% 7,085 -10%
% of sales 24.18% 18.98% 21.09%

Rent 2,103 1,382 52% 2,686 -22%
% of sales 7.93% 6.34% 8.00%

Total expenses 24,260 18,101 34% 29,079 -17%
% of sales 91.50% 82.98% 86.57%

EBITDA excluding other income 2,253 3,713 -39% 4,510 -50%
EBIDTA MARGINS 8.50% 17.02% 13.43%

EBITDA including other income 2,583 3,962 -35% 4,780 -46%
EBIDTA Margins 9.62% 17.96% 14.12%
Depreciation 3,098 2,505 24% 2,875 8%
EBIT (515) 1,457 -135% 1,905 -127%
Finance costs 1,235 849 45% 1,176 5%
Exceptional items

PBT reported (1,750) 608 -388% 729 -340%
Tax Expense (469) 111 160

Tax Rate 27% 18% 22%
Adjusted PAT (1,281) 497 569

NPM -4.77% 2.25% 1.68%

Equity 9488 9383 9487

Face Value 10 10 10

Number of Shares 949 938 949

Basic EPS -1.3 0.53 0.60

Source: Dalal & Broacha Research, Company
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Aditya Birla Fashion Retail Ltd DALAL & BROACHA STOCK BROKING PVT LTD

Valuation & Outlook

Particulars (Rs. Bn) FY25
Lifestyle Business

Sales 89378
EBITDA 15194
Margins 17.0%
EV/EBITDA (x) 13
EV 197524
Pantaloons

Sales 51448
EBITDA 7460
Margins 14.5%
EV/EBITDA (x) 10
EV 74600
Other Business

Sales 21123
EV/Sales (x) 1
EV 21123
Ethnic wear

Sales 11952
EV/Sales (x) 1
EV 11952
Total EV 305198
Debt + Lease Liability 68597
Cash 7409
Equity Value 244010
No of shares (fully diluted) 1015
Per share 241
CMP 190
Upside (%) 27%

(TCNS acquisition not considered)

Valuation:

The long-term vision of the company with a target to reach
Rs50bn in Ethnic wear through various acquisitions, TCNS being
a recent one, is ambitious and big.

However TCNS acquisition comes with a possible additional Debt
burden in the range of Rs 7-8bn (over and above the additional
money coming in from GIC); which will keep Debt/EBIDTA
position remaining elevated at 3x.

Additionally post open offer, TCNS will be merged in ABFRL which
would lead to equity dilution to the extent of 5%.

Post this announcement on 05-May-2023, the stock has seen
~15% correction and is trading almost at 52-week -low(it has
come back to where it was in FY21)

Due to the above reasons we expect the stock to get re-rated
downwards and a very strong upside in the short-to-medium
term basis is difficult, despite a promising long-term story.

We have reworked our estimates and down-grade our target
multiple. We maintain BUY with a revised target price of
Rs 241.

23-May-23
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Aditya Birla Fashion Retail Ltd

Financial

DALAL & BROACHA STOCK BROKING PVT LTD

Profit and Loss (Rs. Mn)
Net Sales

Cost of sales

Operating Profit
Depreciation
PBIT

Other income
Interest

Profit before tax

Exceptional and Extra Ordinary
share of profitlloss in JV

PBT ( Post Extra Ordinary)
Provision for tax

Reported PAT

Ml

Adjusted PAT

Source: Dalal & Broacha Research, Company

FY21
51,811

45,868

5,943
9,450
(3,507)

726
4,984

(7,764)
(7,764)
(1,268)
(6,496)

(6,496)

FY22
78,242

67,447

10,795
9,469
1,326

941
3,402

(1,135)
(1,135)
(328)

(807)

(807)

FY23
117,369

101,421

15,948
11,145
4,803
1,102
4,242

1,663

1,663
337
1,325

1,325

FY24E
141,258

120,953

20,305
13,974
6,332
1,377
5,031

2,677

2,677
675
2,002

2,002

FY25E
161,948

138,378

23,570
16,065
7,505
1,432
5,778

3,159

3,159
796
2,363

2,363

23-May-23
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Aditya Birla Fashion Retail Ltd DALAL & BROACHA STOCK BROKING PVT LTD
-

Balance Sheet FY21 FY22 FY23 FY24E FY25E
Equity capital 9,151 9,383 9,488 10,146 10,146
Reserves 17,695 19,439 28,381 48,725 51,089
Net worth 26,846 28,821 37,869 58,871 61,234
Minority Interest - - - - -
Non Current Liabilites 29,642 31,203 51,431 57,583 64,708
Current Liabilites 39,914 55,990 65,433 62,951 70,921
CAPITAL EMPLOYED 96,402 116,014 154,732 179,406 196,864
Non Current Assets 60,904 65,844 90,356 100,936 110,120
Fixed Assets 26,814 29,529 45,311 54,994 63,474
Non Current Investments 6,895 8,351 14,011 14,011 14,011
Non Current tax assefs 216 204 2 2 2
Long Term Loans and Advances 26 36 12 12 13
Other NON Current Assets 2,108 2,521 5,238 5,762 6,105
Goodwill 18,596 18,59 18,59 18,59 18,59
Deferred Tax Assets 3,212 3,531 3,166 3,166 3,166
Security Deposits 3,037 3,076 4,001 4,374 4734
Current Assets 35,497 50,170 64,377 78,470 86,744
Current investments 2,995 5,374 1,500 1,500 1,500
Inventories 17,429 27,292 37,640 45,280 51,912
Trade Receivables 5,999 7,544 8,351 11,610 13,311
Cash and Bank Balances 1,645 1,079 6,430 8,579 7,409
Short Term Loans and Advances 65 68 263 290 319
Other Current Assets 7,364 8,811 10,192 11,211 12,293
Cash Flow St. (Rs. mn) FY21 FY22 FY23 FY24E FY25E
Net Profit (6,496) (807) 1,325 2,002 2,363
Add: Dep. & Amort. 9,450 9,469 11,145 13,974 16,065
Minority Interest - - - - -
Cash profits 2,954 8,661 12,470 15,976 18,429
(Inc)/iDec in
-Sundry debtors 2,403 (1,545) (807) (3,259) (1,701)
-Inventories 6,065 (9,863) (10,348) (7,640) (6,632)
-Loans/advances 15 (14) (170) (27) (30)
"-Current Liab and Provisions (3,208) 14,439 11,117 353 6,602
- Other Assets (1,809) (1,849) (3,914) (1,543) (1,425)
*- Non Curent security Deposit (48) (38) (925) (373) (360)
Change in working capital 3,418 1,130 (5,048) (12,489) (3,546)
CF from Oper. activities 6,372 9,791 7,422 3,487 14,883
CF from Inv. activities (17,411) (14,034) (18,019) (14,089) (16,052)
CF from Fin. activities 10,034 3,677 15,948 12,750 -
Cash generated/(utilised) (1,005) (566) 5,351 2,148 (1,169)
Cash at start of the year 2,651 1,645 1,079 6,430 8,579
Cash atend of the year 1,645 1,079 6,430 8,579 7,409
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Aditya Birla Fashion Retail Ltd DALAL & BROACHA STOCK BROKING PVT LTD

Ratios FY21 FY22 FY23 FY24E FY25E
OPM 1 14 14 14 15
NPM (12) (1) 1 1 1
Tax rate 16 29 20 25 25

Growth Ratios (%)

Net Sales (1) 51 50 20 15
Operating Profit (51) 82 48 27 16
PBIT (201) (138) 262 32 19
PAT 351 (88) (264) 51 18

Per Share (Rs.)

Net Eamings (EPS) (7 (1) 1 2 2
Cash Eamings (CPS) 3 9 13 16 18
Dividend - - - - -
Book Value 29 3 40 58 60
Free Cash Flow (12) ) (1) (10) (1)
Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B
(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services
player offering an extensive range of financial solutions and services to a wide spectrum of
customers with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock
Exchange of India Limited (NSE). D&B along with its affiliates offers the most comprehensive
avenues for investments and is engaged in the securities businesses including stock broking
(Institutional and retail), 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.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO0O0001246 as per
SEBI (Research Analysts) Regulations, 2014.

D&B 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 any time in the past. It 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.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations
have issued advice letters or levied minor penalty on D&B for certain operational deviations in
routine course of business.

D&B 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 D&B (Research Entity) and its Research Analyst under SEBI (Research
Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
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D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for
the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the date of publication of Research
Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial | No
ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of publication of Research Report:
Whether the Research Analyst or his/her relative’s financial interest in the | No
subject company.
Whether the research Analyst has served as officer, director or employee of | No
the subject company
Whether the Research Analyst has received any compensation from the | No
subject company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment | No
banking or merchant banking or brokerage services from the subject
company in the past twelve months

Whether the Research Analyst has received any compensation for products or | No
services other than investment banking or merchant banking or brokerage
services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other | No
benefits from the subject company or third party in connection with the
research report

D&B and/or its affiliates may seek investment banking or other business from the company or
companies that are the subject of this material. Our salespeople, traders, and other professionals
may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and
investing businesses may make investment decisions that may be 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 D&B 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 D&B. 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 D&B . All trademarks, service marks and logos used in this report are
trademarks or registered trademarks of D&B 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.
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Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992, 2287 6173 | E-mail: equity.research@dalal-broacha.com
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