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Vedant Fashions suy

Building blocks in place; demand recovery holds the key

VFL's revenue grew 17% YoY (in line) led by 17.6% SSSG growth in 1Q. Consumer level
sales growth, however, was higher at ~23% YoY, depicting some demand recovery.
Margins, however, remained weak due to (i) lower gross margin, and (ii) higher marketing
expenses, resulting in 7% YoY EBITDA growth (4% miss). The management highlighted that
consumer sentiment remains weak. Competitive intensity from unorganised players is abating
but still continues to impact performance. On the positive side, demand has revived a little in
Andhra Pradesh and Telangana, where the company has been struggling for growth over the
last several quarters. New brands continue to grow ahead of the company’s growth rates
with better KPIs. VFL is taking multiple steps to drive growth in a tepid environment by (i)
increasing design availability by 2.3x - 2.4x YoY, (ii) focussed marketing (iii) revamping
employee training methods and (iv) improving store quality. Improvement in the overall
macro environment will be the key for revival in growth momentum. The management has
also taken a call to focus on improving the quality of growth by focusing on SSSG, which is
leading to consolidation of some older stores and also closure of a few concept stores that it
experimented with over the last 2-3 years; this, in turn, is impacting net store additions. We
maintain BUY with an unchanged target price of INR 930 (45x Jun’27 Pre-Ind AS EPS) as roll-
over benefits get negated by 2-3% cut in our EPS estimates as we trim our network addition
estimates.

= Consumer revenue up ~23% led by 17.6% SSSG; margins disappoint: Vedant Fashion'’s
(VFL) revenue was up ~17% YoY to ~INR 2.8 bn (in line), while consumer sales grew
~23.2% YoY led by 17.6% YoY increase in SSSG in Q1. Annualised reported sales/sgft
increased 12% YoY to ~INR 6,300, while consumer sales/sgft increased 18% YoY to ~INR
9,100. EBITDA was up 7% YoY to INR 1.2 bn (4% miss) as margin contracted ~410bps
YoY to 42.9% (JMFe: 44.8%) led by ~140bps YoY contraction in reported gross margin
and ~330bps YoY higher other expenses, partially offset by ~60bps YoY lower staff cost
(staff cost was up 7% while other expenses were up 36% YoY on absolute level).
Increase in other expenses was primarily driven by higher marketing spends largely led by
higher number of weddings in 1QFY26. Gross margin, including job charges, was down
~80bps YoY to ~66.9%. PAT was up 12% YoY to INR 703mn (2% beat) led by a 20%
YoY higher other income, partially offset by a 2%/7% YoY higher interest/depreciation
expense.

m  Added net six EBOs and one new city: Six EBOs (net) were added in 1Q; however, total
store area reduced by ~6,400 sqft, taking the total area to 1.78mn sqft (including ~36
sgft of international stores area) with 684 EBOs. The management highlighted that it
added more SIS stores (smaller in size) in the quarter and closed some old stores, resulting
in net reduction in area. The company closed two stores in the international market
(closed store in Dubai) and added one new city in India, keeping the city tally the same as
the last quarter at 256 cities.

Financial Summary (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Net Sales 13,654 13,843 15,233 17,043 19,263

Sales Growth (%) 0.9 1.4 10.0 1.9 13.0
EBITDA 6,581 6,426 6,900 7,856 8,999
EBITDA Margin (%) 481 46.3 452 46.0 46.6
Adjusted Net Profit 4,142 3,885 4,166 4,782 5,539
Diluted EPS (INR) 17.1 16.0 17.1 19.7 228
Diluted EPS Growth (%) 35 -6.2 7.2 14.8 15.8
ROIC (%) 38.0 30.5 32.1 36.4 39.3

ROE (%) 27.6 22.9 22.0 22.4 22.9
P/E (x) 43.9 46.8 43.7 38.1 32.9
P/B (x) 11.4 10.2 9.1 8.0 7.1

EV/EBITDA (x) 26.7 27.2 249 21.7 18.7

Dividend Yield (%) 1.1 1.1 1.2 1.3 1.5
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Exhibit 1. Quarterly performance (INR mn)

Quarterly Chng (%) Chng (%) JM Est Chng (%) Year ended Chng (%) ‘
FY24 FY25

Net operating revenues 2,398 3,674 2,812 17 (23) 2,800 0 13,675 13,865 1
Material cost (629) (970) (777) 23 (20) (736) 5 (3,792) (3,691) (3)
Gross Profit 1,769 2,704 2,035 15 (25) 2,064 1 9,883 10,174 3
Employee cost (146) (153) (156) 7 1 (160) 3) (568) (598) 5
Other expenses (496) (893) (673) 36 (25) (650) 4 (2,735) (3,150) 15
Total expenditure (1,271) (2,017) (1,606) 26 (20) (1,546) 4 (7,094) (7,439) 5
EBITDA 1,127 1,657 1,206 7 (27) 1,254 4) 6,581 6,426 (2)
Other income 215 221 258 20 17 220 17 697 852 22
Interest (139) (136) (141) 2 4 (150) (6) (445) (552) 24
Depreciation (372) (395) (398) 7 1 (405) (2) (1,349) (1,531) 14
Pretax profits 831 1,347 925 1 (31) 919 1 5,484 5,195 (5)
Tax (206) (336) (222) 8 (34) (231) (1,342) (1,310) (2)
Adj. PAT 625 1,01 703 12 (31) 687 2 4,142 3,885 6)
Extraordinary items - - - - - -
Net profit (reported) 625 1,01 703 12 (31) 687 2 4,142 3,885 6)
Recurring EPS 2.6 4.2 29 12 (31) 2.8 2 171 16.0 6)
% of operating revenues
Gross margin 73.8 73.6 72.4 -140 bps -122 bps 737 -133 bps 723 734 110 bps
EBITDA margin 47.0 45.1 42.9 -411 bps -222 bps 448 -189 bps 43.1 46.3 -178 bps
Material cost 26.2 26.4 27.6 139 bps 121 bps 26.3 132 bps 27.7 26.6 -111 bps
Employee cost 6.1 42 5.5 -56 bps 135 bps 5.7 -18 bps 4.2 43 16 bps
Other expenses 20.7 24.3 24.0 326 bps -36 bps 23.2 73 bps 20.0 22.7 272 bps
Income tax rate (% of PBT) 24.8 24.9 241 -72 bps -90 bps 25.2 -115 bps 24.5 25.2 74 bps

Source: Company, JM Financial

Exhibit 2. We have cut Pre Ind AS EPS estimates by 2-3% over FY26-28 as we trim our area addition estimates

Revised Earlier Revised Earlier Revised Earlier

Revenues (INR mn) 15,256 15,629 (2.4) 17,067 17,543 (2.7) 19,290 19,696 (2.1)
EBITDA (INR mn) 6,900 7,123 (3.1 7,856 8,118 (3.2) 8,999 9,237 (2.6)
EBITDA (%) 45.2 45.6 -36bps 46.0 46.3 -26bps 46.6 46.9 -26bps
PAT (INR mn) 4,166 4,273 (2.5) 4,782 4,905 (2.5) 5,539 5,633 (1.7)
EPS (INR/share) 17.1 17.6 (2.5) 19.7 20.2 (2.5) 22.8 23.2 (1.7)
Pre Ind AS

EBITDA (INR mn) 4,977 5,181 (3.9) 5,652 5,854 (3.4) 6,487 6,644 (2.4)
EBITDA (%) 326 33.2 -53bps 33.1 334 -26bps 33.6 33.7 -11bps
PAT (INR mn) 4,297 4,413 2.6) 4,879 5,000 (2.4) 5,568 5,667 (1.7)
EPS (INR/share) 17.7 18.2 2.6) 20.1 20.6 2.4) 22.9 233 (1.7)

Source: Company, JM Financial
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Highlights of conference call

Demand: 1QFY26 saw a rebound in the wedding calendar vs. 1QFY25, which led to
demand improvement in the quarter. Consumer sentiment remains weak in the mid
premium segment led by high retail inflation. Footfalls were largely in line with growth
while conversions have risen by a few bps YoY.

Store expansion — The company is following a measured pace of expansion. Even though
the net store count has increased, overall area under operation has seen a reduction due
to opening of smaller SIS store (150-200 sqgft) and closure of some old non-performing
stores. The company will be focusing on improving the overall store quality by closing
non-performing stores and concepts that aren’t working. Focus will be on opening more
flagship stores in future, which can accommodate multiple brands under one roof. Gross
area addition for FY26 could be 8-10% YoY with net area addition being lower due to
closures.

Initiatives taken to improve performance:

(i) Variety - The management has now increased the product variety to 2.3-2.4x
YoY, which has enhanced the conversion rates

(i) Marketing - Instead of doing one big campaign for a brand, the company is
breaking it down into multiple mini campaigns digitally

(iii) Operations — The company has spent a lot of money investing in modern age
technology. VPL parivaar app trains fashion advisors for 2/3 mins daily as
compared to other retailers doing it 2-3 times a year. This helps to improve
employee efficiency

Brand level performance -

- Mohey: Successfully executed campaigns for Mohey, leveraging influencers and in-
store activations aimed at bride and bridesmaids. It is targeting to change its
positioning from the bridal wear brand to a wedding wear brand. It has outperformed
the company average in terms of SSSG.

- Twamev: Goal over the next 3-5 years is to have a larger market share in the bridge to
luxury category where boutiques and small designers operate today and open the best
store in the top 30/40 markets of India.

- Diwas: Has seen positive response in trade shows done in the last 2 months, but the
real test will be in the upcoming festive season. The brand is performing well in terms
of SSSG. It has registered decent performance in 1Q and July. It is focusing on the e-
commerce channel along with multi-brand outlets and SIS routes. The target for the
brand is to first become a leading player in the market place channel and then become
the market leader in festive wear.

Marketing expense: Increase in marketing expense is in line with the company’s usual
spend on a quarterly basis. The management held back on these expenses last year due
to fewer wedding dates, and spent the funds in the second half of FY25. However, with
the increased wedding dates in 1QFY26, it decided to spend a larger chunk of amount
committed to marketing expenses this quarter. It reiterated that the amount spent this
year on marketing will remain similar to previous levels on a full year basis.

AP and Telangana: Sharp rebound in demand was seen in AP and Telangana, which also
propelled growth momentum in 1Q, and it was better than the company average.
Demand remained good even in July.
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Exhibit 3. Consumer/reported sales were up 23 % YoY
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Exhibit 4. Gross margin contracted ~140bps YoY
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Exhibit 5. EBITDA margin contraction was higher at 410bps YoY
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Exhibit 6. Gross margin (including job charges) contracted ~80bps YoY

I Gross Profit (inc-job charges) (LHS)
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Exhibit 7. Added 6 EBOs QoQ, while total area reduced by 6,400 sqft
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Exhibit 8. Avg consumer level sales/ sqft increased ~18% YoY to INR 2,276 (quarterly)

W Avg Sales/sq.ft (Consumer sales)
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Exhibit 9. 1 yr forward P/E Exhibit 10. 1 yr forward EV/EBITDA
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Financial Tables (Consolidated)

Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E Y/E March FY24A FY25A FY26E FY27E FY28E
Net Sales 13,654 13,843 15,233 17,043 19,263 Shareholders’ Fund 16,019 17,863 20,085 22,680 25,789
Sales Growth 0.9% 1.4% 10.0% 11.9% 13.0% Share Capital 243 243 243 243 243
Other Operating Income 21 22 23 25 26 Reserves & Surplus 15,776 17,620 19,842 22,437 25,546
Total Revenue 13,675 13,865 15,256 17,067 19,290 Lease Liabilities 4,444 4,829 5,221 5,586 5,894
Cost of Goods Sold/Op. Exp 3,792 3,691 4,150 4,625 5,208 Minority Interest 0 0 0 0 0
Personnel Cost 568 598 664 734 820 Total Loans 0 0 0 0 0
Other Expenses 2,735 3,150 3,543 3,853 4,263 Def. Tax Liab. / Assets (-) 214 262 262 262 262
EBITDA 6,581 6,426 6,900 7,856 8,999 Total - Equity & Liab. 20,677 22,954 25,568 28,528 31,945
EBITDA Margin 48.1% 46.3% 45.2% 46.0% 46.6% Net Fixed Assets 6,635 6,880 7,045 7,232 7,455
EBITDA Growth -1.9% -2.4% 7.4% 13.9% 14.5% Gross Fixed Assets 1,161 1,203 1,251 1,304 1,361
Depn. & Amort. 1,349 1,531 1,659 1,851 2,027 Intangible Assets 1,670 1,666 1,634 1,602 1,571
EBIT 5,232 4,895 5,241 6,005 6,971 Less: Depn. & Amort. 463 541 607 676 748
Other Income 697 852 966 1,071 1,160 Capital WIP 4,268 4,551 4,767 5,002 5,271
Finance Cost 445 552 638 683 727 Investments 9,592 10,509 12,321 13,821 15,321
PBT before Excep. & Forex 5,484 5,195 5,569 6,392 7,404 Current Assets 8,856 10,077 10,704 12,125 14,031
Excep. & Forex Inc./Loss(-) 0 0 0 0 0 Inventories 1,386 2,020 2,090 2,338 2,642
PBT 5,484 5,195 5,569 6,392 7,404 Sundry Debtors 5,645 6,186 6,214 6,951 7,857
Taxes 1,342 1,310 1,403 1,611 1,866 Cash & Bank Balances 217 172 609 915 1,448
Extraordinary Inc./Loss(-) 0 0 0 0 0 Loans & Advances 119 51 51 51 52
Assoc. Profit/Min. Int.(-) 0 0 0 0 0 Other Current Assets 1,489 1,648 1,741 1,870 2,032
Reported Net Profit 4,142 3,885 4,166 4,782 5,539 Current Liab. & Prov. 4,406 4,511 4,502 4,650 4,862
Adjusted Net Profit 4,142 3,885 4,166 4,782 5,539 Current Liabilities 2,700 2,892 2,896 3,033 3,217
Net Margin 30.3% 28.0% 27.3% 28.0% 28.7% Provisions & Others 1,706 1,619 1,606 1,617 1,645
Diluted Share Cap. (mn) 242.9 242.9 242.9 242.9 242.9 Net Current Assets 4,450 5,566 6,202 7,475 9,169
Diluted EPS (INR) 171 16.0 171 19.7 228 Total — Assets 20,677 22,954 25,568 28,528 31,945
Diluted EPS Growth -3.5% -6.2% 7.2% 14.8% 15.8% Source: Company, JM Financial

Total Dividend + Tax 2,064 1,944 2,186 2,429 2,733

Dividend Per Share (INR) 8.5 8.0 9.0 10.0 1.3

Source: Company, JM Financial

Cash Flow Statement (INR mn) -

Dupont Analysis
Y/E March FY24A FY25A FY26E FY27E FY28E

Y/E March FY24A FY25A FY26E FY27E FY28E
Profit before Tax 5,484 5,195 5,569 6,392 7,404 -

Net Margin 30.3% 28.0% 27.3% 28.0% 28.7%
Depn. & Amort. 1,349 1,531 1,659 1,851 2,027

Asset Turnover (x) 0.7 0.6 0.6 0.6 0.6
Net Interest Exp. / Inc. (-) 310 284 292 257 239
Inc (-) / Dec in WCap. 498 1,315 200 967 1,161 Leverage Factor (x) 14 14 14 14 13
Others 513 553 620 645 672 RoE 27.6% 22.9% 22.0% 22.4% 22.9%
Taxes Paid -1,301 -1,256 -1,403 -1,611 -1,866
Operating Cash Flow 4,831 3,886 5,297 5278 5,972 Key Ratios
Capex -40 -31 -48 -53 -58 Y/E March FY24A FY25A FY26E FY27E FY28E
Free Cash Flow 4,791 3,855 5,249 5,225 5914 BV/Share (INR) 66.0 73.5 82.7 93.4 106.2
Inc (-) / Dec in Investments -1,146 -408 -1,812 -1,500 -1,500 ROIC 38.0% 30.5% 32.1% 36.4% 39.3%
Others 91 281 966 1,071 1,160 ROE 27.6% 22.9% 22.0% 22.4% 22.9%
Investing Cash Flow -1,095 -159 -894 -482 -398 Net Debt/Equity (x) -0.4 -0.4 -0.5 -0.5 -0.5
Inc / Dec (-) in Capital 31 23 0 0 0 P/E (x) 43.9 46.8 43.7 38.1 329
Dividend + Tax thereon -2,185 -2,065 -1,944 -2,186 -2,429 P/B (x) 1.4 10.2 9.1 8.0 71
Inc / Dec (-) in Loans -1,460 1,729 41,922 -2,203 22,512 EV/EBITDA (x) 26.7 27.2 24.9 21.7 18.7
Others -2 -1 -100 -100 -100 EV/Sales (x) 12.9 12.6 1.3 10.0 8.7
Financing Cash Flow -3,616 -3,772 -3,966 -4,490 -5,041 Debtor days 151 163 149 149 149
Inc / Dec (-) in Cash 120 -45 437 306 533 Inventory days 37 53 50 50 50
Opening Cash Balance 97 217 172 609 915 Creditor days 24 27 25 25 25
Closing Cash Balance 217 172 609 915 1,448 Source: Company, JM Financial

Source: Company, JM Financial
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The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt
or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The
Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the
company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time
of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been
prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional
Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered
in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the
views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

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 JM Financial Institutional
Securities and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. (*JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In
the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 27th Floor, Office No. 2715,
New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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