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Avenue Supermarts

Steady margins; high conviction BUY

Summary

Avenue Supermarts (DMART) 4QFY22 results has been slightly below our
estimates. Revenue growth (at 20% 3 year CAGR) is healthy. SSSG at 17% is
encouraging. Omicron impacted offtake of high-margin discretionary products.
However, recovery in Mar’22 has been strong. Store addition rate stood at
strong footing (50 stores in FY22). Gross margin remained resilient (at 14.3%)
but shall improve with recovery in non-food portfolio. In E-commerce; revenue
more than doubled in FY22. E-commerce as a channel of convenience and offline
as a channel of joy will co-exist with their own value proposition to customers.
We have toned down our revenue growth assumption while adjusted cost of
capital as per revised risk premium in our FCFF model. Our revised TP stands at
Rs 4,287. We maintain our high conviction view on DMART with BUY RATING.

Key Highlights and Investment Rationale

B Steady revenue growth with robust store addition: Standalone revenue grew
18%YoY to Rs86bn during 4QFY22 driven by healthy sales in Mar’22. Revenue
from subsidiary grew 67%YoY. On per square feet basis revenue declined
10%YoY in 4QFY22. However, SSSG for FY22 stood at 17%YoY (vs -13%YoY in
FY21). During 4QFY22 DMART added 21 stores (50 stores FY22).

B Resilient margins despite low contribution from non-food due to Omicron:
Gross Margin stood at 14.3% (-5bp YoY) while EBIT margin at 7.2% (+4bp YoY).
EPS grew 7%YoY to Rs 7.2.

B High conviction BUY: We have adjusted our revenue growth estimates down
wards (to 25% from 30% earlier) during first 10 years on a conservative basis
and have adjusted our WACC estimates (to 12.3%) as per revised risk
premium. Our revised TP stands at Rs 4,287. We would recommend DMART as
high conviction idea from our coverage universe.

Rs 4,287

CmP Rs 3,235

Potential upside/downside 32%

Previous Rating BUY
Price Performance (%)

-1m -3m  -12m

Absolute (20.9) (18.7) 13.8

Rel to Sensex (11.4) (12.3) 5.5

Key Stock Data

Bloomberg/Reuters  DMART IN/AVEU.BO

Sector Retail
Shares o/s (mn) 648
Market cap. (Rs mn) 2,095,519
3-m daily average value (Rs mn)  236.6

52-week high / low
Sensex / Nifty

Rs 5,900/ 2,830
52,794 / 15,782

V/s Consensus

Shareholding Pattern (%)

EPS (Rs) FY23E FY24E Promoters 75.0
IDBI Capital 40.3 50.5 Fl 8.8
Consensus 39.3 51.6 DIl 6.7
% difference 2.5 (2.2) Public 9.5
Financial snapshot (Rs mn)
Year FY20 FY21 FY22 FY23E  FY24E
Revenue 2,46,750 2,37,871 3,03,525 4,40,906 5,47,682
Change (yoy, %) 24 (4) 28 45 24
EBITDA 21,221 17,416 16,624 39,182 48,786
Change (yoy, %) 29 (18) (5) 136 25
EBITDA Margin(%) 8.6 7.3 5.5 8.9 8.9
Adj.PAT 13,499 11,652 7,771 26,091 32,685
EPS (Rs) 21.5 18.0 12.0 40.3 50.5
Change (yoy, %) 43.3 (16.3) (33.3) 235.8 25.3
PE(x) 150.7 180.1 270.1 80.4 64.2
Dividend Yield (%) - - - - -
EV/EBITDA (x) 95.8 119.7 126.1 53.5 42.7
RoE (%) 16.1 9.9 5.9 17.1 18.0
RoCE (%) 20.4 11.4 9.2 219 23.2

Source: IDBI Capital Research
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Exhibit 1: Standalone Quarterly Snapshot (Rs mn)
Financial Snapshot Q4FY22 Q4FY21 YoY(%) Q3FY22 QoQ (%) FY22 FY21 YoY (%)
Revenues 86,061 73,030 17.8 90,650 -5.06 3,03,525 2,37,871 27.6
COGS 73,718 62,518 17.9 77,155 -4.5 2,60,527 2,03,563 28.0
Gross profit 12,343 10,512 17.4 13,495 -8.5 42,998 34,307 25.3
Gross Margin (%) 14.3 14.4 -5bps 14.9  -54bps 14.2 14.4  -26bps
Employee expenses 1,430 1,243 15.0 1,414 1.2 5,482 4,951 10.7
% of net sales 1.7 1.7 -4bps 1.6 10bps 1.8 2.1 -28bps
Other Expenses 3,493 3,104 12.5 3,399 2.8 12,501 11,940 4.7
% of net sales 4.1 4.3 -19bps 3.8 31bps 4.1 5.0 -90bps
EBITDA 7,420 6,165 20.4 8,682 -14.5 25,015 17,416 43.6
EBITDA Margin (%) 8.6 8.4 18bps 9.6 -96bps 8.2 7.3 92bps
Depreciation 1,232 946 30.2 1,080 14.1 4,211 3,714 134
EBIT 6,187 5,218 18.6 7,602 -18.61 20,805 13,702 51.8
Other Income 394 526 -25.1 323 21.8 1,409 2,089 -32.6
Interest Expenses 117 103 13.3 105 11.1 396 345 14.8
PBT 6,464 5,641 14.6 7,820 -17.3 21,817 15,447 41.2
Taxes 1,801 1,292 39.3 1,962 -8.2 5,656 3,794 49.1
Adjusted PAT 4,663 4,349 7.2 5,858 -20.4 16,162 11,652 38.7
Extra-ordinary items 0 0 0 0 0
Reported PAT 4,663 4,349 7.2 5,858 -20.4 16,162 11,652 38.7
Diluted EPS (Rs) 7.2 6.7 7.1 9.0 -20.4 24.9 18.01 38.5

Source: Company; IDBI Capital Research
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Exhibit 2: Consolidated Quarterly Snapshot (Rs mn)
Financial Snapshot Q4FY22 QA4FY21 YoY (%) Q3FY22 QoQ (%) FY22 FY21 YoY (%)
Revenues 87,865 74,110 186 92,178 -4.7 3,09,763 2,41,424 28.3
COGS 74,721 63,155 18.3 77,966 -4.2  2,63,974 2,05,547 28.4
Gross profit 13,144 10,955 20.0 14,212 -7.5 45,789 35,877 27.6
Gross Margin (%) 15.0 14.8 18bps 15.4 -46bps 15.1 15.1 Obps
Employee expenses 1,613 1,367 18.0 1,618 -0.3 6,162 5,366 14.8
% of net sales 1.8 1.8 -1bps 1.8 8bps 2.0 2.3 -23bps
Other Expenses 4,138 3,469 19.3 3,929 5.3 14,642 13,088 11.9
% of net sales 4.7 4.7 3bps 4.3 45bps 4.8 55 -68bps
EBITDA 7,393 6,120 20.8 8,665 -14.7 24,985 17,424 43.4
EBITDA Margin (%) 8.4 8.3 16bps 9.4 -99bps 8.2 7.3 91bps
Depreciation 1,463 1,050 39.4 1,283 14.1 4,981 4,142 20.3
EBIT 5,930 5,070 16.9 7,382 -19.7 20,004 13,282 50.6
Other Income 326 481 -32.3 260 25.5 1,175 1,962 -40.1
Interest Expenses 166 123 35.6 140 19.2 538 417 29.1
PBT 6,089 5,429 12.2 7,502 -18.8 20,641 14,828 39.2
Taxes 1,821 1,297 40.4 1,976 -7.8 5,717 3,840 48.9
Adjusted PAT 4,268 4,132 3.3 5,525 -22.8 14,924 10,988 35.8
Extra-ordinary items 0 0 0 0 0
Reported PAT 4,268 4,132 3.3 5,525 -22.8 14,924 10,988 35.8
EPS 6.6 6.4 3.3 8.5 -22.7 23.04 16.96 35.8

Source: Company; IDBI Capital Research
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Exhibit 3: Actual vs. Estimates (Rs mn)
. % variation
Actual IDBI Estimate
IDBI
Revenue 86,061 86,061 0%
EBITDA 7,420 7,372 1%
Margin (%) 8.6 8.6
APAT 4,663 4,954 -6%

Source: Company; IDBI Capital Research

Exhibit 4: Change in estimates

FY23E FY24E
(o][¢] New (%) Chg (o] [} New (%) Chg
Revenue (Rs mn) 4,40,906 4,40,906 0.0% 5,47,903 5,47,682 0.0%
EBITDA (Rs mn) 38,555 39,182 1.6% 48,265 48,786 1.1%
EBITDA margin (%) 8.7% 8.9% 8.8% 8.9%
Net profit (Rs mn) 25,751 26,091 1.3% 32,425 32,685 0.8%
EPS (Rs) 39.8 40.3 1.3% 50.1 50.5 0.8%

Source: Company; IDBI Capital Research
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Exhibit 6: Store addition trend (count of stores added)

Exhibit 5: Revenue growth trend (% YoY)
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: EPS trend

Exhibit 8

Revenue per square feet trend

Exhibit 7
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Exhibit 10: Change in Gross margin (YoY in bp)

Exhibit 9: Gross margin trend (%)
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Change in Net Profit margin (YoY in bp)

Exhibit 12

Net Profit margin trend (%)
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Exhibit 13: Net Profit growth trend (% YoY) Exhibit 14: SSSG (%)
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales
Change (yoy, %)
Operating expenses
EBITDA
Change (yoy, %)
Margin (%)
Depreciation
EBIT
Interest paid
Other income
Pre-tax profit
Tax
Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS
Dividend per sh
Dividend Payout %

FY19
1,99,163
67.6
(1,82,741)
16,422
70.4

8.2
(1,988)
14,434
(472)

514
14,476
(5,113)
35.3

9,364
9,364
94.0
15.0

FY20
2,46,750
23.9
(2,25,529)
21,221
29.2

8.6
(3,398)
17,823
(628)

633
17,829
(4,330)
24.3

13,499
13,499
44.2
21.5

FY21
2,37,871
(3.6)
(2,20,455)
17,416
-17.9

7.3
(3,714)
13,702
(345)
2,089
15,447
(3,794)
24.6

11,652
11,652
(13.7)
18.0

FY22
3,03,525
27.6
(2,86,901)
16,624
-4.5

5.5
(4,211)
12,413
(396)
1,409
13,426
(5,656)
42.1

7,771
7,771
(33.3)

12.0

FY23E
4,40,906
45.3
(4,01,724)
39,182
135.7

8.9
(5,046)
34,136
(480)
1,132
34,788
(8,697)
25.0

26,091
26,091
235.8
40.3

(Rs mn)
FY24E
5,47,682
24.2
(4,98,896)
48,786
24.5
8.9
(5,797)
42,989
(541)
1,132
43,581
(10,895)
25.0

32,685
32,685
25.3
50.5
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets

Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

FY19
55,945
6,241
49,704
4,248
649
9,131
9,004
127
14,028
69,973

45,927
2,301
1,457

20,286

15,762

755
2,131

69,973

FY20
1,11,355
6,478
1,04,878
37
2,268
7,181
7,038
143
9,486
1,20,841

54,338
3,038
33,995
22,923
19,094
485
915

1,20,841

Fy21
1,23,053
6,478
1,16,575
2,693
10,719
10,497
222
13,411
1,36,464

67,883
4,938
24,034
39,609
21,673
721
14,320

1,36,464

FY22
1,39,241
6,478
1,32,763
3,856
10,943
10,609
334
14,799
1,54,040

86,593
6,284
27,651
33,511
25,869
2,309
2,843

1,54,040

FY23E
1,65,332
6,478
1,58,854
3,856
13,350
13,016
334
17,206
1,82,538

99,789
6,284
27,651
46,903
37,591
3,354
3,467

1,82,538

(Rs mn)
FY24E
1,98,018
6,478
1,91,540
3,856
15,199
14,865
334
19,055
2,17,072

1,12,389
6,284
27,651
68,934
46,596
4,166
15,682

2,17,072
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Cash Flow Statement
Year-end: March
Pre-tax profit
Depreciation
Tax paid
Chg in working capital

Other operating activities

Cash flow from operations (a)

Capital expenditure
Chg in investments
Other investing activities

Cash flow from investing (b)

Equity raised/(repaid)
Debt raised/(repaid)
Dividend (incl. tax)

Chg in monorities

Other financing activities

Cash flow from financing (c)

Net chg in cash (a+b+c)

FY19
14,476
1,988
(4,935)
(3,289)
181
8,421

(13,800)
3,400
392
(10,007)

9,865
(11,819)
(1,954)

(3,540)

FY20
17,829
3,398
(4,815)
(3,185)
(353)
12,874

(16,831)
(30,288)

122
(46,996)

41,869

13,900
(22,863)
32,905

(1,217)

Fy21
15,447
3,714
(2,561)
(1,619)
(1,127)
13,853

(19,699)
8,144

(11,555)

(2,037)
635
(1,403)

896

(Rs mn)
FY22 FY23E FY24E
13,426 34,788 43,581
4,211 5,046 5,797

(5,528) (8,697) (10,895)
(6,127) (10,360) (7,968)
(1,221) 480 541

4,760 21,258 31,055

(22,832)  (17,001)  (17,000)
9,911 - -

(12,922)  (17,001)  (17,000)

(815) - -
(393) (1,624) (1,841)
(1,208) (1,624) (1,841)

(9,369) 2,633 12,214

10
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Financial Ratios

Year-end: March FY19 FY20 FY21 FY22 FY23E FY24E

Book Value (Rs) 89.6 177.3 190.0 215.0 255.2 305.7
Adj EPS (Rs) 15.0 21.5 18.0 12.0 40.3 50.5
Adj EPS growth (%) 74.6 43.3 -16.3 -33.3 235.8 25.3
EBITDA margin (%) 8.2 8.6 7.3 55 8.9 8.9
Pre-tax margin (%) 7.3 7.2 6.5 4.4 7.9 8.0
Net Debt/Equity (x) 0.0 0.0 -0.1 0.0 0.0 -0.1
ROCE (%) 26.1 204 114 9.2 21.9 23.2
ROE (%) 19.9 16.1 9.9 5.9 17.1 18.0
DuPont Analysis
Asset turnover (x) 3.1 2.7 1.9 2.1 2.6 2.8
Leverage factor (x) 1.4 1.1 1.1 1.1 1.1 1.1
Net margin (%) 4.7 55 4.9 2.6 59 6.0
Working Capital & Liquidity ratio
Inventory days 29 28 33 31 31 31
Receivable days 1 1 1 3 3 3
Payable days 9 7 9 7 7 7
Valuations
Year-end: March FY19 FY20 FY21 FY22 FY23E FY24E
PER (x) 216.0 150.7 180.1 270.1 80.4 64.2
Price/Book value (x) 36.1 18.3 171 15.1 12.7 10.6
EV/Net sales (x) 10.2 8.2 8.8 6.9 4.8 3.8
EV/EBITDA (x) 123.3 95.8 119.7 126.1 53.5 42.7
Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0 0.0

Source: Company; IDBI Capital Research

11
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Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.

Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) —INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

This report is not directed 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, regulation or
which would subject IDBI Capital and associates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this report

may come are required to inform themselves of and to observe such restriction.
E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.

12



IDBI capital

Avenue Supermarts | Q4FY22 Result Review m

Analyst Disclosures

We, Varun Singh, Chetan Mahadik, hereby certify that the views expressed in this report accurately reflect our personal views about the subject companies and / or securities. We also certify that no part of our compensation were, are or would be directly or indirectly related to

the specific recommendations or views expressed in this report. Principally, We will be responsible for the preparation of this research report and have taken reasonable care to achieve and maintain independence and objectivity in making any recommendations herein.

Other Disclosure
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