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Strong performance

Vishal Mega Mart's (VMM IN) Q3 performance remained robust in terms of revenue
and PAT, while EBITDA margins were hit by higher employee cost led by ESOP charges
in Q3 and other expenses. VMM is on track to open new stores and its mix is healthy
(in favor of apparel). We maintain our positive stance based on VMM'’s long-term
growth trajectory considering aggressive store openings, strong category mix and high
share of private labels. We maintain BUY with TP maintained at INR 140, on 66x FY27E
P/E.

Revenue up 19.5% YoY, led by strong SSSG: In Q3, VMM reported a 19.5% YoY revenue
growth, led by new store openings and same store sales growth (SSSG) of 10.5%. SSSG
was led by strong product portfolio and private label contribution. Apparel contributed
~46%, FMCG ~26% and general merchandise ~28% to revenues. Due to festival and
wedding seasons, apparel contribution was strong. Expect revenue mix to largely be in
similar range in the medium term. Expect revenue CAGR of 19.2% in FY24-27E.

EBITDA margin hit by higher costs: Gross margin expanded by 55bps to 29.1%, led by
favorable revenue mix. Q3 EBIDTA margin declined 17bps YoY to 16.1%, hit by higher
employee costs (driven by increased ESOP charges) and other expenses (mainly from
higher warehousing costs, which should normalize in Q4.) PAT grew 27.9% YoY to INR
2,627mn, led by slower increase in depreciation, decline in interest cost and 86.5% YoY
rise in other income. Adjusted EBITDA (pre-IndAS and pre-ESOP charges) grew 32.4%
YoY to INR 3,942mn with margin at 12.6%. We expect an EBITDA CAGR of 20.3% and a
PAT CAGR of 27.5% in FY24-27E, given strong SSSG and robust store network
expansion.

Retail space CAGR at 10.9% in FY24-27E: VMM's retail space expanded 7.2% to reach
~11.8mn sqft as at end-Q3FY25. On net basis, VMM opened 23 stores in Q3 and 57 in
9MFY25, taking the total store count to 668, with no store closures in Q3 and one store
closed in 9MFY25. VMM added 18 cities in Q3 to reach 432 cities from 414 in Q2FY24.
We expect the network to reach 686 stores in FY25E, 766 stores in FY26E and 846 in
FY27E. We expect retail space addition CAGR of 10.9% in FY24-27E.

Reiterate Buy with TP maintained at INR 140: We prefer VMM given its strong pan-
India store expansion potential, robust category mix tilted towards apparel and general
merchandise with higher share of private labels and cash rich balance sheet. We
maintain our estimates. Expect 27.5% PAT CAGR in FY24-27E, led by store expansion
and higher SSSG. We maintain Buy with TP retained at INR 140, on 66x FY27E P/E. Key
risks to our call are slower-than-expected pace of store expansion and weaker SSSG.

Key Financials

YE March FY23 FY24 FY25E FY26E FY27E
Revenue (INR mn) 75,860 89,119 105,926 127,480 150,781
YoY (%) 35.7 17.5 18.9 20.3 18.3
EBITDA (INR mn) 10,205 12,486 14,576 17,850 21,724
EBITDA margin (%) 13.5 14.0 13.8 14.0 14.4
Adj PAT (INR mn) 3,213 4,619 5,900 7,489 9,571
YoY (%) 58.4 43.8 27.7 26.9 27.8
Fully DEPS (INR) 0.7 1.0 13 1.7 21
RoE (%) 36.8 34.5 30.6 32.5 34.4
RoCE (%) 41.5 46.4 40.5 38.6 39.9
P/E (x) 161.3 112.2 87.9 69.2 54.2
EV/EBITDA (x) 50.9 41.5 35.3 28.9 23.7

Note: Pricing as on 1 February 2025; Source: Company, Elara Securities Estimate

1 February 2025

Rating: Buy

Target Price: INR 140
Upside: 22%
CMP:INR 115

As on 1 February 2025

Key data

Bloomberg VMM IN
Reuters Code VSSL.NS
Shares outstanding (mn) 4,509
Market cap (INR bn/USD mn) 520/6,006
Enterprise Value (INR bn/USD mn) 527/6,081
Avg daily volume 3M (INR mn/USD mn) 7,082/82
52 week high/low 118/97

Free float (%)

Note: as on 1 February 2025; Source: Bloomberg
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Financials (YE March)

Income Statement (INR mn) FY23 FY24 FY25E FY26E FY27E
Net Revenues 75,860 89,119 105,926 127,480 150,781
EBITDA 10,205 12,486 14,576 17,850 21,724
Add:- Non operating Income 329 332 530 765 1,055
OPBIDTA 10,534 12,818 15,105 18,615 22,779
Less :- Depreciation & Amortization 4,614 5,173 5,686 6,878 8,108
EBIT 5,919 7,645 9,420 11,737 14,671
Less:- Interest Expenses 1,614 1,435 1,489 1,672 1,807
PBT 4,305 6,210 7,930 10,066 12,864
Less :- Taxes 1,093 1,590 2,030 2,577 3,293
Adjusted PAT 3,213 4,619 5,900 7,489 9,571
Reported PAT 3,213 4,619 5,900 7,489 9,571
Balance Sheet (INR mn) FY23 FY24 FY25E FY26E FY27E
Share Capital 45,066 45,087 45,087 45,087 45,087
Reserves 6,495 11,131 17,031 20,776 25,561
Borrowings 922 - - - -
Other LT Liabilities 9,082 10,559 11,702 12,804 13,488
Total Liabilities 61,565 66,777 73,820 78,667 84,136
Gross Block 10,462 12,918 16,068 19,463 22,894
Less:- Accumulated Depreciation 5,831 7,000 8,524 10,365 12,527
Net Block 4,631 5,918 7,544 9,098 10,368
Add:- Capital work in progress 685 383 422 464 510
Other LT Assets 57,623 59,040 61,750 64,048 65,809
Net Working Capital (1,829) 567 572 1,733 3,137
Cash and cash equivalent 455 870 3,533 3,324 4,312
Total Assets 61,564 66,778 73,820 78,667 84,136
Cash Flow Statement (INR mn) FY23 FY24 FY25E FY26E FY27E
Cash profit adjusted for non cash items 10,256 12,478 14,576 14,576 17,850
Add/Less : Working Capital Changes (3,900) (4,182) (3,178) (3,178) (4,337)
Operating Cash Flow 6,355 8,297 11,398 13,513 16,616
Less:- Capex (2,224) (2,494) (3,221) (3,473) (3,517)
Free Cash Flow 4,131 5,803 8,177 10,040 13,099
Investing Cash Flow 1,773 (1,301) (2,691) (2,709) (2,462)
Financing Cash Flow (8,645) (6,582) (6,043) (11,013) (13,167)
Net change in Cash (517) 415 2,663 (209) 988
Ratio Analysis FY23 FY24 FY25E FY26E FY27E
Income Statement Ratios (%)

Revenue Growth 35.7 17.5 18.9 20.3 18.3
EBITDA Growth 27.0 22.3 16.7 22.5 21.7
PAT Growth 58.4 43.8 27.7 26.9 27.8
EBITDA Margin 13.5 14.0 13.8 14.0 14.4
Net Margin 4.2 5.2 5.6 59 6.3
Return & Liquidity Ratios

Net Debt/Equity (x) 0.0 (0.0) (0.1) (0.1) (0.2)
ROE (%) 36.8 345 30.6 325 34.4
ROCE (%) Post tax 41.5 46.4 40.5 38.6 39.9
Per Share data & Valuation Ratios

Diluted EPS (INR/Share) 0.7 1.0 1.3 1.7 2.1
EPS Growth (%) 58.3 43.7 27.7 26.9 27.8
DPS (INR/Share) 0.0 0.0 0.0 0.8 1.1
P/E Ratio (x) 161.3 112.2 87.9 69.2 54.2
EV/EBITDA (x) 50.9 41.5 35.3 28.9 23.7
EV/Sales (x) 6.8 5.8 4.9 4.0 3.4
BVPS (INR) 11.4 12.5 13.8 14.6 15.7
Price/Book (x) 10.1 9.2 8.3 7.9 7.3
Dividend Yield (%) 0.0 0.0 0.0 0.7 0.9

Note: Pricing as on 1 February 2025; Source: Company, Elara Securities Estimate
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Quarterly financials

YE March (INR mn) Q3FY25 Q3FY24 YoY (%) Q2FY25 QoQ (%) 9MFY25 9MFY24 YoY (%)
Revenues 31,359 26,236 19.5 24,362 28.7 81,685 68,430 19.4
Raw material 22,237 18,748 18.6 17,490 27.1 58,359 49,242 18.5
Gross Profit 9,123 7,488 21.8 6,872 32.8 23,326 19,189 21.6
Gross Margins (%) 29.1 28.5 55 bps 28.2 88 bps 28.6 28.0 51 bps
Staff costs 1,709 1,355 26.1 1,525 12.0 4,733 3,790 24.9
Other expenses 2,364 1,863 26.9 2,322 1.8 6,863 5,418 26.7
Total expenditure 26,309 21,966 19.8 21,338 233 69,954 58,450 19.7
EBITDA 5,050 4,269 18.3 3,025 67.0 11,731 9,981 17.5
EBITDAM (%) 16.1 16.3 -17 bps 12.4 369 bps 14.4 14.6 -22 bps
Depreciation 1,407 1,320 6.6 1,405 0.1 4,195 3,811 10.1
Interest 315 329 (4.4) 342 (8.1) 999 1,072 (6.8)
Other income 190 102 86.5 132 44.0 399 262 52.5
PBT 3,519 2,722 29.3 1,409 149.8 6,936 5,359 29.4
Tax 892 669 334 369 141.8 1,767 1,352 30.7
Net profit 2,627 2,054 27.9 1,040 152.6 5,169 4,007 29.0
EPS (Rs.) 0.6 0.5 27.9 0.2 152.6 1.1 0.9 29.0

Source: Company, Elara Securities Estimate

Exhibit 1: Retail space grew 9.3% in 9MFY25 to 668 stores
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Exhibit 2: SSSG at 10.5% YoY
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Exhibit 3: Valuations

Particulars Details

FY27E EPS (INR) 21

Target P/E (x) - Implied 66

Target price (INR) 140

CMP (INR) 115

Upside (%) 22

Note: Pricing as on 1 February 2025; Source: Elara Securities Estimate
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide preliminary information on the
business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this document should be construed as an advice to buy
or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an
investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any
information in response to specific client queries. Elara Securities (India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability
for any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or agent in or for the securities mentioned in this
document. They may perform or seek to perform investment banking or other services for or solicit investment banking or other business from any company referred to in this Note. Each of these entities functions
as a separate, distinct and independent of each other. This Note is strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on
directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This Note 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 Elara Securities (India)
Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose
possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or the Advisors
without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This
Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required
from time to time. However, Elara Securities (India) Private Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group
companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection
with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change in the business or state of affairs
of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest
in the securities or derivatives of any companies that the analysts cover. 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.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important to note that any dispute with
respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE], in the Capital Market Segment of
BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years. However, during the routine course
of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities
(India) Private Limited has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered or proposed to be registered.
Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject company, whereas its associate
entities may have financial interest. Research Analyst or his/her relative does not 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. Elara Securities (India) Private Limited does not 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. Associate entities of Elara Securities (India) Private Limited 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. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate entities does not have any other material
conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of Elara Securities (India) Private Limited may
have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities have not managed or co-managed public offering
of securities for the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant
banking or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may have received any compensation for
products or services other than investment banking or merchant banking or brokerage services from the subject company or third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information,
there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional
advice after a thorough examination of the particular situation.

Disclosures for U.S. Investors

The research analyst did not receive compensation from Vishal Mega Mart Limited.

Elara Capital Inc.’s affiliate did not manage an offering for Vishal Mega Mart Limited.

Elara Capital Inc.’s affiliate did not receive compensation from Vishal Mega Mart Limited in the last 12 months.

Elara Capital Inc.’s affiliate does not expect to receive compensation from Vishal Mega Mart Limited in the next 3 months.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable
for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. Prices, values or income from any securities
or investments mentioned in this report may fall against the interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income,
please note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the investor’s currency of
reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The information contained in this report does not constitute advice on
the tax consequences of making any particular investment decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a
recommendation of particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable for your particular
circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not guarantees of future performance and are based
on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these “forward-looking statements” and financial
information.

Elara Securities (India) Private Limited 5



India

Elara Securities (India) Private Limited
One International Center, Tower 3,

21st Floor, Senapati Bapat Marg,
Elphinstone Road (West)

Mumbai — 400 013, India

Tel:+91 22 6164 8500

Managing
Director

Research

-;}I’ Head of

ElaraCapital

Europe USA Asia / Pacific

Elara Capital Plc. Elara Securities Inc. Elara Capital (Asia) Pte.Ltd.
6th Floor, The Grove, 230 Park Avenue, Suite 2415, One Marina Boulevard,

248A Marylebone Road, New York, NY 10169, USA Level 20,

London, NW1 637, Tel: +1 212 430 5870 Singapore 018989

United Kingdom Fax: +1 212 208 2501 Tel: +65 6978 4047

Tel:+44 207486 9733

Harendra Kumar | harendra kumar@elaracapital.com | +91 22 6164 8571

Dr Bino Pathiparampil | bino.pathiparampil@elaracapital.com | +9122 6164 8572

® India

i W ndia, APAC &
S Australia

»  SJF2  India & UK
=

Hitesh Danak - hitesh.danak@elaracapital.com - +91 22 6164 8543
Ashok Agarwal - ashok.agarwal@elaracapital.com - +91 22 6164 8558

Sudhanshu Rajpal - sudhanshu.rajpal@elaracapital.com - +91 22 6164 8508
Joshua Saldanha - joshua.saldanha@elaracapital.com - +91 22 6164 8541
Shraddha Shrikhande - shraddha.shrikhande@elaracapital.com - +91 22 6164 8567

Prashin Lalvani - prashin lalvani@elaracapital.com - +91 22 6164 8544

s BE=  India&US Karan Rathod - karan.rathod@elaracapital.com - +91 22 6164 8570
Corporate
Access, Anita Nazareth - anita.nazareth@elaracapital.com - +91 22 6164 8520
Conference & Tina D'souza - tina.dsouza@elaracapital.com - +91 22 6164 8595
Events
Access our reports on Bloomberg: Type RESP ESEC <GO> Also available on Thomson & Reuters

Elara Securities (India) Private Limited

Registered Office Address: One International Center, Tower 3, 21st Floor, Senapati Bapat Marg, Elphinstone Road (West) Mumbai — 400 013, India Tel : +91 22 6164 8500
CIN: U74992MH2007PTC172297 | SEBI Research Analyst Registration No.: INHO00000933
Member of BSE Limited and National Stock Exchange of India Limited | SEBI REGN. NO.: INZ 000 238236

Member of Central Depository Services (India) Limited | SEBI REGN. NO.: IN-DP-370-2018

Investor Grievance Email ID: investor.grievances@elaracapital.com - Tel. +91 22 6164 8509
Compliance Officer: Mr. Anand Rao - Email ID: anand.rao@elaracapial.com - Tel. +91 22 6164 8509

Elara Securities (India) Private Limited


mailto:investor.grievances@elaracapital.com
mailto:anand.rao@elaracapial.com

