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Investment Thesis

« Avenue Supermarts Ltd. (DMart) saw increased growth in Total Bill Market Cap (Rs. Crs) 2,51,118
cuts by 42.5% in FY23 on a Y:o—Y bg§is and like for Ii[(e (LEL) growth Market Cap (6 Mn) 30,286.85
by 44.9% on a 24-month basis. Additionally, the retail business area _
as of FY23 stands at 13.4 mn sq.ft. compared to 11.5 mn sqa.ft. in Slietiss Cf (il =
FY22. Avg. Volume (3 month) 57,818

« As of FY23, DMart has opened 324 stores with 39 stores opened in 52-Week Range (Rs.) 4,544/3,292
the calendar year 2023 (YTD) and one location reconverted from
a fulfiment centre to a DMart store. The company aspires to .
maintain a run-rate of 40 store opening each year. Shareholding Pattern

» DMart has been able to leverage its brand image in such a Promoters (%) 74.64
manner that it is able to achieve the same levels of sales and FIIs (%) 8.17

footfalls in new stores of new regions that is comparable to the
existing stores in existing regions.

Institutions (%) 7.66

. . Others (incl. body corporate) (%) 9.53
» The company has substantially reduced the inventory days to 28.8

in FY23 from 36.5 to 33.3 in FY21 and FY22, respectively, which
reflects the improved efficiencies in the working capital

Key Ratios
management.
. . . " Div Yield (%)

» The fixed asset and inventory turnover ratio levels are positively
back to the pre-covid levels of 3.7/14.8, respectively and TTM PE () 105
additionally, from return on net worth perspective, we see the ROE (%) 16
levels coming back to the pre-covid levels — 16.8% which shows TTMEPS (R
. . - . . s.) 36.9
just how well the company is performing through its robust business

model.

« Currently, DMart is testing a new format called the MiniMax Stock Performance

concept which prowc.les a ’rwo;woy facility of providing in-store e e (%) ™ oM Yr

purchases and store pickup option.
ABSOLUTE 8.6 13.7 -14.2

Financials NIFTY100 5.3 -3.8 233
» Total Revenue of the company rose to Rs. 41,833 Cr in FY23, up

~38% YoY from FY22 while the PAT/PBT stood at Rs.2,556 Cr/ 250

Rs.3,659 Cr respectively, up ~58%/~46% YoY, respectively. The 200

operating cash stood at Rs.3,113 Cr, up ~52% YoY. 150

Particulars FY20 FY21 FY22 FY23 FY24E 100

Total Income 24,930 24,339 31,094 42,969 56,289 50

PBIDT 2,188 1,939 2,616 3.766 5,629 0 —
PAT 1,301 1,099 1,492 2,378 3,659 RRIFFIIIFFRREL
Adjusted EPS 19.0 17.1 23.0 36.7 56.3 T EE5838858885¢
PE (x) 109.6 168.1 173.6 92.8 81.0

ROE (%) 162 10.0 12.4 169 18.6 = Avenue Supermart  ===nNIFTY100




« DMart has seen a positive tfrend in the days inventory since FY19, Grapvhs & Charts
where it stood at 29.3 days and is currently at 28.8 days in FY23. . p .
Additionally, the days payables have seen an even better down | BN BRI TR ECIEIEET IS D)
trend from FY 19, coming down to 6.3 days in FY23 from 8.3 days in
FY19. 30,000 4
» Since FY21, the return on Net worth and return on capital

employed has seen a positive reversal and are now standing at
20.1%/16.8%, respectively in FY23, an improvement of 810 bps/590 | 20,000 -

25,000 4

bps, respectively from FY21. E 3 E § §

« The revenue contribution of its 3 categories in FY23 has been — | 15000 1 |y & ® 2 &
Foods 56.03%, Non-Foods (FMCG) 20.93% and General Q N N - S
Merchandise & Apparel 23.04%. 10,000 A

FY19 FY20 Fy21 FY22 FY23

Key Business Highlights

» Avenue Supermarts Ltd. (DMart) primarily operates in organized
retail, operating supermarkets under the D-Mart brand. DMart | FEEiEvas s il BE BTS00 DI EFTa Tl i |

offers a variety of products to its customers which are categorized 3,000 - 9% oo 9% o

info 3 major categories — Foods, Non-foods, General Merchandise 8% o

and Apparel. 2000 4 ®* - 8%
« DMart has a pan-Bharat presence and additions are made at a g ° © o ~ R

run-rate of 40 stores every year. As of FY23, DMart had 324 total | 1,000 { [ p & ¥ | o

stores across Bharat with high penetration in Maharashtra (99) 5 b o 2 o ’

followed by Gujarat (55). 5%

FY19  FY20  FY21  FY22  FY23

Valuation

DMart, post the Q1FY24 results, is trading at Rs. 3,858 which is a ~15%
discount from the 52-week of Rs. 4,544, valuing it at a PE / EBITDA
multiple of 102.2x / 64x against the 5-year median of 120.7x / 71.9x,
which is reasonable. Additionally, the industry is trading at a PE of [ JEtaiiiaie BV VA WALy (63 TriNG LI T
80x signalling a premium valuation for DMART given the company’s
robust goodwill and position in the industry.

N PB|DT e PBIDTM

350 ~
300

250
Therefore, considering the above growth opportunity, we ascribe a 200
BUY rating for Avenue Supermarts Ltd. (DMart) with a target price of 150
Rs. 4,559, franslating to an upside of ~18%. 100

50

Risk & Concern 0

« The cost and profitability dynamics of the e-commerce business
might diminish the short-term growth and margins as it is costlier

to run the e-commerce style of business than it is for brick-and- | pm
Mortar model. Figure 4: Days and Inventory Payable Trend
« Since DMart works on land acquisition model for setting up 40 1

. o - . 33.3
stores, there is a risk in acquiring lands successfully owing to the 30 4 _—/365\\

competition in winning the land parcels. 293 04 28.8

20 A

FY19 FY20 Fy21 FY22 FY23

9.1
10 A 8.3 7.9 7.7 6.3

O T T T T 1
FY19 FY20 Fy21 FY22 FY23

= Days Inventory = Days Payable
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has faken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of interest at the fime of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the partficular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
internally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market fransaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively to improve & enhance the
fransparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd orits directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable,
none of the directors, employees, affiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in fime
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.
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