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Vedant Fashions Limited
Branded Apparel

CXO 1x1: Vedant Modi, Chief Revenue Officer

We met Vedant Modi, Chief Revenue Officer, Vedant Fashions. Takeaways: (1) Company plans to reduce wedding-
linked seasonality by focusing on festive wear through its recently launched brand ‘Diwas’ and will continue to focus
on wedding wear through ‘Manyavar’. (2) Towns with current population of >100k can have Manyavar EBOs with focus
on evolving trends in tier Il and lll towns. (3) It is taking initiatives like having multiple stores in a locality, hiring gig
workers to service customers to manage peak capacity. (4) New campaigns are focused on showing the brand as a
hero rather than a celebrity. (5) It plans to scale up Mohey EBOs in multiple cities. (6) Negligible dead stock / slow-
moving inventory allows it to have ‘no discounting’ which results in better gross margins vs peers. BUY.

Optimise seasonality by improving mix of non-wedding Manoj Menon
demand manoj.menon@icicisecurities.com

. . . +91 22 6807 7209
Management has a long-term cascading strategy to reduce wedding-linked Karan Bhuwania

seasonality. In a financial year, generally Q2 is relatively the weakest quarter karan.bhuwania@icicisecurities.com
which it plans to improve by focusing on festive wear through its recently  aAkshay Krishnan

launched new brand ‘Diwas’ as it does not want to dilute the wedding akshay.krishnan@icicisecurities.com
positioning of ‘Manyavar’ brand. Secondly, focusing on daily causal wear could

further help the company reduce seasonality where it currently has very low

presence (focus could increase once it has strong positioning in festive wear

through ‘Diwas’). Launch of Diwas in E-comm and MBO - the response has G o

been good Market Cap (INR) 330bn

’ Market Cap (USD) 3,887mn

. Bloomberg Code MANYAVAR IN
Population of >100I-< can haye a Ma.nyavar store _ Reuters Code VEDN.BO
The company can have its stores in cities with >100k population currently as  52-\week Range (INR) 1,512 /886
there is enough demand for the store to perform well with demand for kurta  Free Float (%) 25.0
sets, jacket sets, etc. However, in cities with lesser population, consumers prefer ~ ADTV-3M (mn) (USD) 4.1

to travel to a nearby larger city to buy a sherwani as it requires a store size of

. . . Price Perf % 3 6 12
~3,000 sq. ft. Management does see the trend of tier Il towns gaining traction rice Performance (%) m m m

. . . . . . Absolute 54 182 (1.4)
and tier Il towns ( .400 towns) k?ejho\./lng like tier Il towns and WI|.| continue to Relative to Sensex 64 112 (19.4)
evaluate store opening opportunities in these towns. Vedant Fashions has 650
EBOs in 255 cities (including 12 international cities) as of Sep’24.
ESG Score 2022 2023 Change
ESG score 56.4 69.8 134
Fi ial S Environment 26.3 46.3 20.0
inancial summary Social 459 67.8 21.9
Y/E March (INR mn) FY23A FY24A FY25E @%lyd Governance 779 821 4.2
Net Revenue 13.260 13.675 15278 18.672 Note - Score ranges from 0 - 100 with a higher
' ' ' ' score indicating higher ESG disclosures.
EBITDA 6,578 6,581 7,494 9,188
EBITDA Margin (%) 496 481 49.0 49p  Source: SESESG Isecresearch
Net Profit 4,229 4,142 4,534 5,473
EPS (INR) 17.4 17.1 18.7 22.5
EPS % Chg YoY 37.1 (2.1) 95 20.7
P/E (x) 779 79.5 72.6 60.2 Previous Report
EV/EBITDA (x) 50.1 50.0 439 35g . oviousReports
RoCE (%) 33.7 26.4 25.8 272 30-10-2024: Q2FY25 results review
RoE (%) 34.1 27.7 26.4 27.4 24-09-2024: Company Update

Please refer to important disclosures at the end of this report
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New franchisee partners require some time to adjust to data-led
systems and processes

The company believes very strongly in its systems and processes which have delivered
good results over the last couple of years, and therefore, it is not flexible on these
systems and processes for any franchise partners. New franchisee partners require
some time to get used to these systems and processes. The goal is to grow along with
franchisee partners.

Interventions to manage peak capacity

Given that purchases are clustered during wedding season, it does face capacity
constraints. It plans to solve these issues by a) increasing capacity in key markets (e.g.:
Commercial Street in Bengaluru where weekend level data over time showed that the
store couldn’t cross a certain revenue level and therefore it added a new store very
close to it to cater to demand), b) other smaller interventions like gig workers to service
customers during peak hours in store, c) increasing presence and becoming large in
quick commerce platforms.

New campaigns focused on Manyavar = Groom

The strategy of new campaign and agency is to create a perception of brand that
Manyavar = Groom and create higher brand equity leadership (currently it is the leader
in brand equity within its category) by focusing on brand as a hero rather than a
celebrity. Earlier, the focus was to create an advertisement where a real-life problem
can be solved by a brand.

Scale-up Mohey EBOs across cities

Mohey’s first EBO in Bangalore has had good response and management wants to
replicate it in multiple cities with a focus on selecting right locations, assortments, etc.
In terms of advertisement campaigns, some campaigns have worked but management
feels it needs one viral campaign to create that additional excitement around the
brand. In terms of management bandwidth, along with chief marketing officer (CMO)
it has separate brand managers for each brand (Manyavar, Mohey, Tamev) and similar
structuring across all departments, except retail.

Negligible dead stock / slow-moving inventory key reason for higher
gross margins vs other apparel companies

Consensus believes Manyavar’s growth is constrained as it is over earning given that
it has higher gross margin vs other branded apparel companies. However,
management believes that having negligible dead stock / slow-moving inventory
allows it to have better gross margin as they do not have to offer discounts on
Manyavar products while most apparel companies participate in end of season sale
(EOSS) twice every year.

Valuation and risks

Our earnings estimates are unchanged. We model revenue/EBITDA/PAT CAGR of
17%/18%/15%, over FY24-26E. Maintain BUY with DCF-based unchanged target
price of INR 1,600.

Downside risks: 1) Slower-than-expected pick-up in discretionary consumption, 2) rise
in competition from organised retailers.
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Exhibit 1: Revenue growth (%) Exhibit 2: Gross margin (%)
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Exhibit 3: EBITDA margin (%) Exhibit 4: Net profit margin (%)
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Exhibit 5: SSSG (%) Exhibit 6: Cities and EBOs
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Exhibit 7: Shareholding pattern Exhibit 8: Price chart
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Financial Summary

Exhibit 9: Profit & Loss
(INR mn, year ending March)

Exhibit 12: Cashflow statement
(INR mn, year ending March)

FY23A FY24A FY25E FY26E
Net Sales 13,260 13,675 15,278 18,672
Operating Expenses 6,682 7,094 7,784 9,484
EBITDA 6,578 6,581 7,494 9,188
EBITDA Margin (%) 49.6 48.1 49.0 49.2
Depreciation & Amortization 975 1,349 1,604 1,955
EBIT 5,603 5,232 5,889 7,233
Interest expenditure 304 445 611 741
Other Non-operating 370 697 766 805
Income
Recurring PBT 5,670 5,484 6,045 7,297
Profit / (Loss) from
Associates ) . . .
Less: Taxes 1,441 1,342 1511 1,824
PAT 4,229 4,142 4,534 5,473
Less: Minority Interest - - - -
Extraordinaries (Net) - - - -
Net Income (Reported) 4,229 4,142 4,534 5,473
Net Income (Adjusted) 4,229 4,142 4,534 5,473
Source Company data, I-Sec research
Exhibit 10: Balance sheet
(INR mn, year ending March)
FY23A FY24A FY25E FY26E
Total Current Assets 7,143 7,839 7,072 8,400
of which cash & cash eqv. 82 216 554 565
Tota! ?urrent Liabilities & 3,962 3711 3794 4008
Provisions
Net Current Assets 3,181 4,129 3,279 4,392
Investments 7,927 9,577 12,077 14,077
Net Fixed Assets 5,018 6,473 7,037 7,713
ROU Assets - - - -
Capital Work-in-Progress 20 - - -
Total Intangible Assets 159 158 158 158
Other assets 1,342 979 103 103
Deferred Tax assets - - - -
Total Assets 17,646 21,315 22,654 26,443
Liabilities
Borrowings - - - -
Deferred Tax Liability 198 220 220 220
provisions 35 46 46 46
other Liabilities 3,462 5,076 4,066 4,567
Equity Share Capital 13,950 15,974 18,323 21,611
Reserves & Surplus - - - -
Total Net Worth 13,950 15,974 18,323 21,611
Minority Interest - - - -
Total Liabilities 17,646 21,315 22,654 26,443
Source Company data, I-Sec research
Exhibit 11: Quarterly trend
(INR mn, year ending March)
Dec-23 Mar-24 Jun-24  Sept-24
Net Sales 4,745 3,632 2,398 2,679
% growth (YOY) 75 6.3 -23.0 227
EBITDA 2,420 1571 1,127 1,220
Margin % 51.0 48.2 47.0 455
Other Income 155 241 215 192
Adjusted Net Profit 1,577 1,158 625 669

Source Company data, I-Sec research

FY23A FY24A FY25E FY26E

Operating Cashflow 5,670 5,484 6,045 7,297
Working Capital Changes 809 (475) 1,189 (1,103)
Capital Commitments (406) (40) (118) (145)
Free Cashflow 4,545 4,742 7,820 6,922
Other investing cashflow (2,233) (998) (4,154) (2,000)
Cashflow from Investing
Activities (2,279) (1,038) (4,272) (2,145)
Issue of Share Capital 15 31 - 0
Interest Cost - - - -
Inc (Dec) in Borrowings - - - -
Dividend paid - - - -
Others (1,065) (1,453) (1,101) (2,726)
Cash flow from Financing
Activities (2,264) (3,607) (3,286) (4,911)
Chg. in Cash & Bank 48 137 379 11
balance
Closing cash & balance 38 175 554 565

Source Company data, I-Sec research

Exhibit 13: Key ratios

(Year ending March)

FY23A FY24A FY25E FY26E

Per Share Data (INR)
Reported EPS 17.4 17.1 18.7 225
Adjusted EPS (Diluted) 17.4 17.1 18.7 225
Cash EPS 214 22.6 253 30.6
Dividend per share (DPS) - - - -
Book Value per share (BV) 57.5 65.8 75.5 89.0
Dividend Payout (%) - - - -
Growth (%)
Net Sales 314 3.1 11.7 22.2
EBITDA 36.9 0.0 139 22.6
EPS (INR) 37.1 (2.1) 95 20.7
Valuation Ratios (x)
P/E 779 79.5 72.6 60.2
P/CEPS 63.3 60.0 53.7 443
P/BV 23.6 20.6 18.0 15.2
EV /EBITDA 50.1 50.0 439 35.8
P/ Sales 24.8 24.1 216 17.6
Dividend Yield (%) - - - -
Operating Ratios
Gross Profit Margins (%) 66.8 67.2 68.2 67.9
EBITDA Margins (%) 49.6 48.1 49.0 49.2
Effective Tax Rate (%) 25.4 24.5 25.0 25.0
Net Profit Margins (%) 31.9 30.3 29.7 293
NWC / Total Assets (%) - - - -
Net Debt / Equity (x) 0.0 0.0 0.0 0.0
Net Debt / EBITDA () 0.0 0.0 (0.1) 0.1)
Fixed Asset Turnover (x) 2.7 2.4 23 25
Inventory Turnover Days 54 38 44 46
Receivables Days 148 153 106 110
Payables Days 26 24 24 25
Profitability Ratios
RoCE (%) 337 26.4 25.8 27.2
ROE (%) 34.1 27.7 26.4 274
RolC (%) 359 29.9 29.1 30.2

Source Company data, I-Sec research

India | Institutional Equity Research



Vedant Fashions Limited | Company Update | 24 December 2024 ﬁ'c.’c.' Securftfes

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Manoj Menon, MBA, CMA; Karan Bhuwania, MBA; Akshay Krishnan, MBA; authors and the names subscribed to this report, hereby certify that all of the views expressed
in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the
ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust's SEBI Registration number is IN/AIF3/23-24/1292 ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”),
the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
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 Retail Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein
is strictly confidential and meant 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 prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable
basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
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 customers simultaneously, not all customers may receive this report
at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. 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. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
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ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date
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ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report
as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial
ownership of one percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates to any registration or licensing
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.
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