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Arvind Fashions (AFL), part of the Lalbhai
Group, is a leading branded apparel company
with a portfolio of marquee brands such as
U.S. Polo Assn. (USPA), Arrow, Tommy
Hilfiger, Calvin Klein, and Flying Machine.
After the Covid period, AFL executed a notable
turnaround by exiting non-core businesses like
Unlimited and Sephora to focus on
profitability and capital efficiency. Despite
exiting the businesses that generated ~32% of
its FY19 revenue, AFL surpassed its pre-Covid
revenue by FY25, driven by its power brands.
A sharp portfolio, consignment-led model, and
asset-light structure have improved margins
and returns, with RolC rising from 5% in FY19
to 12% in FY25.

AFL has now evolved into a lifestyle category,
with ~15% of its revenue coming from
adjacent categories.

Its shift to a consignment-led model improved
pricing control and margins, with an asset-
light structure driving faster scale-up, strong
cash generation (FCFF of INR6.6b over FY26-
28E) and RoE/RolC expansion to 25%/28% by
FY28E. We believe AFL is well placed to deliver
a CAGR of 13%/25%/32% in revenue/Pre-IND
AS EBITDA/PAT over FY26-28E. Initiate
coverage on AFL with a BUY rating and an
SoTP-based TP of INR725, implying 38x
Dec’27E EPS.
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BSE SENSEX S8PCNX CMP: INR496 TP: INR725 (+46% ) Buy

85,213 26,027

Fashioning a new cycle of profitable growth

o B B B Arvind Fashions (AFL), part of the Lalbhai Group, is a leading branded apparel
/\er ﬂ D oM 1D company with a portfolio of marquee brands such as U.S. Polo Assn. (USPA),
Arrow, Tommy Hilfiger, Calvin Klein, and Flying Machine, commanding leadership

stock Info in lifestyle and casualwear. After the Covid period, AFL executed a remarkable
Bloomberg ARVINDEA IN turnaround by exiting non-core businesses like Unlimited and Sephora to focus
Equity Shares (m) 134 on profitability and capital efficiency. Despite exiting the businesses that
M.Cap.(INRb)/(USDb) 66.4/0.7 generated ~32% of its FY19 revenue, AFL surpassed its pre-Covid revenue by
52-Week Range (INR) 579 /320 FY25, driven by its power brands. A sharp portfolio, consignment-led model, and
1, 6, 12 Rel. Per (%) -1/-1/-10 asset-light structure have improved margins and returns, with RolC rising from
12M Avg Val (INR M) 185 5% in FY19 to 12% in FY25.

B AFL has now evolved into a lifestyle category, with ~15% of its revenue coming
Financials & Valuations (INR b) from adjacent categories. Its shift to a consignment-led model improved pricing
Y/E March FY26E FY27E FY28E control and margins, with an asset-light structure driving faster scale-up, strong
Sales 516 591 658 cash generation (FCFF of INR6.6b over FY26-28E) and RoE/RolC expansion to
EBITDA 70 88 99 25%/28% by FY28E. We believe AFL is well placed to deliver a CAGR of
PAT (after minority) 1.3 21 27 13%/25%/32% in revenue/Pre-IND AS EBITDA/PAT over FY26-28E. We initiate
EBITDA Margin (%) ~ 13.6 148 150 coverage on AFL with a BUY rating and an SoTP-based TP of INR725, implying 38x
EPS (INR) 99 156 204 Dec’27E EPS.
BV/Sh. (INR) 95.3 107.1 122.8

Where lifestyle meets leadership

Ratios AFL operates a streamlined portfolio of five marquee brands that anchor its
:z; [()%E) 1(7):; zg:g 2_2:: grO\‘N‘th, .offering a well-balanced mix of scale, profitability, and premium
ROCE (%) 225 299 316 POsitioningacross segments.
Valuations m  USPA is the cornerstone of AFL’s portfolio and India’s largest apparel brand
P/E () 502 31.8 243 with a net sales value (NSV) of more than INR20b in FY25. Operated
EV/EBITDA (x) 97 76 65 through a wholly-owned subsidiary, Arvind Lifestyle Brands (ALBL), USPA
EV/Sales (x) 13 11 1.0 has evolved into a mid-premium lifestyle label, with adjacencies
Div. Yield (%) 06 09 12 contributing ~25-30% of revenue.

B  Tommy Hilfiger and Calvin Klein (CK) are managed through a 50:50 JV, PVH
Shareholding pattern (%) Arvind Fashions. Tommy leads in India’s premium casualwear space,
As On Sep-25 Jun-25 Sep-24 scaling up to ~INR8.4b in revenue with a five-year CAGR of ~14%,
Promoter 35.1 351 35.2 supported by strong aspirational connect and omni-channel reach. CK ranks
DIl 22.8 236 21.0 among India’s top two super-premium casualwear and innerwear brands,
Fil 12.0 9.4 10.5 posting a five-year CAGR of 19% in revenue to INR5.7b in FY25, driven by
Others 30.1 31.9 333 EBO expansion and robust department store traction.
Fll Includes depository receipts B Arrow, a legacy premium menswear brand, has undergone a successful

turnaround through sharper product segmentation, supported by refreshed

Stock performance (one-year) brand communication. Retail operations now reside under Lifestyle Brands,

Arvind Fashions. while wholesale remains with the standalone entity.
620 Nifty - Rebased m  Flying Machine, AFL’s fully owned in-house label under Arvind Youth
Brands (with Flipkart as minority investor), is among the top three denim
540

brands in India. The ongoing Gen Z-focused refresh is repositioning it as a
youthful, digital-first brand to accelerate growth.

m Led by the marquee nature of its brands, AFL has evolved into a lifestyle-
driven portfolio with adjacencies contributing ~INR7b (15% of FY25
revenue). Category extensions have become structural growth engines,
with footwear targeting INR5b in revenue in three years and the other
segments sustaining double-digit growth.
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D2C pivot driving capital efficiency

EBOs now B AFL has transitioned from MBO/LFS and marketplace-led B2B exposure toward a
contribute ~43% of D2C ecosystem, strengthening pricing discipline, improving full-price sell-
revenue (vs. ~“39% . . .

in FY23), and B2C through, and enhancing consumer ownership through EBOs and own websites.
e ;t ~13%. m  Consignment-led FOFO retail has replaced SoR, enabling faster inventory turns,

lower working-capital intensity, and stronger gross margins. Better demand
visibility and reduced liquidation dependence support sustainable brand equity
and profitability.

m As of 1HFY26, the revenue share of EBOs increased to ~43% from ~39% in FY23,
while online B2C contributed ~13% of revenue and ~40% of online sales.

m  With a continued scale-up of asset-light FOFO EBOs, AFL targets retail
contribution to cross 50% of revenue in the medium term, supporting profitable

growth with minimal balance-sheet intensity.

Pre-Ind AS margins to surpass

10% in FY27E Arrow and USPA to anchor next phase of margin expansion

Pre-IND AS EBITDA (INRb) =~ ®  Gross margins have expanded by ~450bp (ex-commissions) since FY23 as AFL’s
move to a consignment-led model has strengthened its pricing discipline and
increased full-price sell-through, partly on premiumization.

®  PVH brands (Tommy/CK) have the strongest margin profile of ~53% (adj. for
commissions). Meanwhile, Standalone (Arrow wholesale) and ALBL
(USPA/Arrow retail) have expanded their margins by ~650bp over two years and
yet they remain in the range of 36-42%, trailing peers’ margin range of ~45-50%.

m  Pre-Ind AS EBITDA margins reached 9.2% in FY25 (adj. for commissions; 7.9% on
reported basis), supported by higher gross margins and operating leverage.

®  Further margin expansion would be driven by Arrow and USPA through scale
benefits and disciplined pricing.

m  Our estimates factor in gross margin expansion of ~100bp and pre-Ind AS
EBITDA margin improvement of ~190bp over FY26-28E to 10.3%, resulting in a
~25%/32% CAGR in Pre-IND AS EBITDA/PAT CAGR.

=O— % margin

10.3%

X
o
o
-

FY26E
FY27E
FY28E

Capital efficiency and profitability gains to double RolC by FY27E
B AFL has significantly improved its leverage, reducing the net debt-to-Pre-IND AS
EBITDA ratio from ~3x before Covid to ~1x in FY25, aided by capital infusion and
monetization of non-core businesses. Gross borrowings have declined from
INR13b to INR5b. With improving profitability and controlled capex, AFL is on
RolC  RoCE track to turn net cash by FY28E.
B Inventory days have improved to ~80-85 from ~90-95 before Covid through

Return ratios to improve sharply

" S shorter lead times, auto-replenishment, and a consignment-led model that
? = improved visibility and cash collection. With efficiency now optimized, working
h capital should be stable at the current levels.
§ m Disciplined cost control, tighter working capital, and the FOFO-led rollout helped
° N AFL generate pre-Ind AS operating cash flow of “INR6b and free cash flow (FCFF)
§ = of “INR4b over FY23-25. With moderate capex requirements, we expect FCFF to
°\;§ §£ 878 & 3 increase to INR6.6b over FY26-28E.
gaid & 8 & S

B Return metrics have strengthened substantially, with RolC rising from ~5%
before Covid to ~12% and RoCE reaching ~18% in FY25. With further
improvement in profitability, we expect RoCE/RolC to surpass 27% by FY28E.

FY23
FY24
FY25
FY26E
FY27E
FY28E
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Initiate coverage
on AFL with BUY
rating and SoTP-
based Dec’27 TP of
INR725, implying
38x Dec’27E EPS.

Exhibit 1: SoTP-based Dec’27 valuation

Arvind Fashion

Valuation and view

AFL stands at an inflection point, transitioning from consolidation into profitable
scale-up with a sharper focus on five power brands. This phase of growth will be
driven by scaling up core brands, expanding adjacencies profitably, and driving
operating leverage. USPA is evolving into a full lifestyle brand, with a third of its
revenue coming from non-apparel, while Tommy and CK are strengthening their
premium positioning with mid-teen EBITDA margins. Arrow and Flying Machine
are entering a scale-up phase through sharper brand positioning and modern
retail formats. Collectively, these initiatives are expected to drive ~13% revenue
CAGR and ~190bp margin expansion over FY26-28E, taking pre-ind AS EBITDA
margin to 10.3% by FY28E.

AFL enters this phase with a strong balance sheet and disciplined working
capital. Capex will remain limited to high-visibility flagship stores, with the
majority of retail expansion pursued through an asset-light FOFO model,
enhancing capital efficiency and return ratios. This strategy should drive
cumulative FCFF generation of INR6.6b over FY26-28E and lift RoCE to 32% by
FY28E.

With improving earnings visibility, steady margin expansion, and rising return
ratios, AFL is well positioned as a high-quality compounding story in India’s
branded fashion space. Its balanced portfolio, scalable model, and strengthening
financial metrics offer a compelling risk-reward profile.

We value AFL on an SOTP basis, with Lifestyle (USPA) at 11x EV/EBITDA and PVH
at 20x contributing the majority of value, reflecting improving margins and
superior profitability, while Standalone (Arrow) at 8x and Flying Machine at 5x
are assigned conservative multiples amid ongoing restructuring.

We initiate coverage on AFL with a BUY rating and an SoTP-based Dec’27 TP of
INR725, implying 38x Dec’27E EPS.

Valuation FY26-28 CAGR FY25 FY26 FY27 FY28 Dec-27
) Ownership  Revenue Pre-Ind AS EV/ EV
Entity (%) (%) EBITDA (%) ESIIDANNEIT) EBITDA (x)  (INRm)
Standalone (Arrow Wholesale) 100 13 21 463 549 695 802 8 6,202
Lifestyle (USPA + Arrow) 100 14 30 2,858 3,410 4,430 5,032 11 54,185
FM 69 9 NA 230 180 346 427 5 1,455
PVH 50 12 13 2,612 2,927 3,343 3,684 20 35,990
CONSOL 97,831
Net Debt -1,271
Equity Value 96,560
Per Share 725
CMP 496
Upside (%) 46
Source: Company, MOFSL
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Exhibit 2: Stock is trading at ~(1) St.dev its historical valuation range

12-month forward LT Average (X)  ----—----- +1S.D. (X) -1S.D. (X)
55.0 Pre-IND AS EV/EBITDA (Adj for PVH)
45.0
0N ‘MW\,\/AA‘"
25.0 W
15.0 Dec-25, 21.4
Jan-23 Jun-23 Nov-23 Apr-24 Sep-24 Feb-25 Jul-25 Dec-25

Source: Company, MOFSL

Exhibit 3: Peer comparison

Retail comps Mcap P/E (X) EV/EBITDA(X) RoCE (%) RoE (%) CAGR (%)
(INRb) 2025 2026 2027 2025 2026 2027 2025 2026 2027 2025 2026 2027 EBITDA
Arvind Fashion 67 49.4 315 222 131 114 92 17.8 225 299 179 23.0 249 19.0
*AFL (adj for PVH) NA 522 33.0 164 144 114

Trent 1,553 1123 843 666 60.3 448 358 251 265 238 304 282 248 30
VMM 633 1049 763 609 419 341 284 398 330 296 105 124 13.8 21
Vedant Fashion 151 389 383 362 235 228 207 175 160 152 92 105 11.3 7
ABLBL 97 2753 766 601 145 134 119 154 170 218 124 155 16.8 10
ABFRL 96 NA NA  NA 93 168 125 NM NM 1.1 NM NM NM -14
Raymond Life 70 823 250 176 113 80 6.7 73 107 139 23 48 7.1 21
V-Mart 65 1417 542 342 366 216 138 149 163 185 26  13.8 185 30
Shop 49 4754 2215 755 116 102 9.0 NM 86 5.1 2.0 35  -31 13
Go Fashion 30 317 331 252 118 118 101 208 177 201 127 110 12.8 8
Apparel 1387 66.1 397 245 204 165 201 182 166 103 125 12.7 14
Metro 309 881 751 609 417 374 314 158 173 179 198 221 22.7 15
Bata 130 392 658 485 158 191 166 185 168 20.5 149 124 152 2
Relaxo 103 604 51.0 431 267 272 236 83 84 90 8.3 85 9.1 6
Campus 79 657 569 459 335 291 241 174 179 191 160 167 17.7 18
Footwear 633 622 496 294 282 239 150 151 16.6 14.8 149 16.2 9

Source: Company, MOFSL
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Story in charts

Arvind Fashion: Investment argument|

-

From many to
mighty: AFL’s

sustainable growth

playbook

Owning the

customer, owning

the margin

Arvind Fashion

—

Footwear,
kidswear, and
beyond: AFL’s
profitable
extensions

e

Focused brand strategy

: Building scale, margin, and market differentiation (INR m)

Strong balance
sheet and improving
return ratios

FY25 Performance Lifestyle Tommy Calvin PVH Standalone Flying CONSOL
Brands Hilfiger Klein Machine
% Ownership 100 50 50 50 69
Revenue 23,927 8,351 5,680 14,031 6,659 4,322 46,198
% YoY Growth 10.5 15.1 16.8 13.3 9.3 -5.7 8.5
% Commissions 11.0 15.4 30.3 214 1.4 10.7 13.2
Net Revenue 21,304 7,062 3,961 11,023 6,565 3,857 40,108
% COGS 57.3 45.7 48.8 46.8 64.1 65.0 53.6
Gross Profit (Ex-Commissions) 9,103 3,837 2,027 5,864 2,359 1,351 18,613
% Margin 42.7 54.3 51.2 53.2 35.9 35.0 46.4
% Reported 49.0 61.4 66.0 63.2 36.8 42.0 53.5
% Employee 6.0 4.7 5.4 5.0 8.7 4.1 6.7
% Royalty 3.5 8.2 6.3 7.5 4.9 - 4.7
% Outsourced 4.7 7.8 2.7 6.0 5.5 14.0 5.9
% A&P 5.2 31 31 31 2.7 4.3 4.5
% Rent 7.4 6.9% - 4.4 1.9 5.9 5.9
% Others 9.5 2.8 6.5 8.0 7.1 6.6 11.6
Pre-IND AS EBITDA 1,277 1,176 1,082 2,122 341 2 3,672
% Margin 6.0 16.7 27.3 19.3 5.2 0.0 9.2
% Reported 5.3 14.1 19.0 15.1 5.1 0.0 7.9
Net Debt 4,434 -937 587 1,146 3,665
Equity 4,234 3,883 3,431 1,159 11,645
Invested Capital 8,669 2,946 4,018 2,305 15,310
% RolC 8.0 54.9 0.4 -0.8 12.2
Source: Company, MOFSL, *Assuming all of PVH’s rent in Tommy since it is fully COCO format
December 2025
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Operating margin profile of top major branded players in India (INR b)

Arrow USPA AFL - Reliance . Black Rare
(Stand) (ALBL) FM~ Tommy  CK PVH CONSOL ABLBL Brands L Berrys* SRS Rabbit*
Revenues 6.7 23.9 4.3 8.4 5.7 14.0 46.2 78.3 234 18.4 10.0 6.4 6.4
Commission (%) 1.4 11.0 10.7 15.4 30.3 21.4 13.2 1.2 - - 13.6 - 3.6
Net Revenues 6.6 21.3 3.9 7.1 4.0 11.0 40.1 77.4 23.4 18.4 8.6 6.4 6.1
Adj Gross Profit 24 9.1 1.4 3.8 2.0 5.9 18.6 44.4 11.9 9.1 4.4 2.9 4.1
% Gross margin (Ex-Comm)  35.9 42.7 35.0 54.3 51.2 53.2 46.4 57.4 51.0 49.3 51.1 454 66.0
% Reported GM 36.8 49.0 42.0 61.4 66.0 63.2 53.5 57.9 51.0 49.3 57.8 45.4 67.3
% Rent (Incl of Lease) 1.9 7.8 5.9 6.9 4.4 5.9 18.2 15.3 1.0 13.3 4.1 10.1
% Freight 1.5 0.9 2.2 1.5 3.1 1.6 34 2.8 3.6 7.5 3.7
% A&P 2.7 5.2 4.3 3.1 4.5 33 2.9 6.4 9.0 6.3 15.1
% Royalty 4.9 3.5 8.2 6.3 7.5 4.7 0.2 1.9 6.5 4.7
% Outsourcing 5.5 4.7 14.0 7.8 2.7 6.0 5.9 5.6 1.4 4.8 0.5
% Employee 8.7 6.0 4.1 4.7 5.4 5.0 6.7 11.6 15.9 12.2 7.8 7.2 12.7
% Others 5.5 8.6 4.4 10.0 9.6 6.5 6.6 9.8 7.9 8.7 10.2 6.5 4.8
% CoR 30.7 36.7 35.0 37.7 23.9 33.9 37.3 50.3 48.8 37.7 48.8 36.9 47.0
Reported EBITDA 0.5 29 0.2 1.7 1.1 2.6 6.0 11.9 2.7 2.1 1.2 0.7 1.2
% margin 7.1 13.8 6.0 23.6 27.3 23.7 15.0 15.4 11.8 11.6 14.0 10.5 19.1
Pre-IND AS EBITDA 0.3 1.3 0.0 1.2 1.1 2.1 3.7 5.5 0.5 2.1 0.2 0.5 1.2
% Margin 5.2 6.0 0.0 16.7 27.3 19.3 9.2 7.1 2.2 11.6 2.3 8.5 19.1
% Reported 5.1 5.3 0.0 14.1 19.0 15.1 7.9 7.0 2.2 11.6 2.0 8.5 18.4

Source: MOFSL, Company. *P&L values are for FY24

Further margin expansion would be led by Arrow and USPA

% Gross margin (Ex-Commissions) % Reported GM

35.9%
36.8%
42.7%
49.0%
35.0%
42.0%
54.3%
61.4%
51.2%
66.0%
53.2%
63.2%
46.4%
53.5%
57.4%
57.9%
51.0%
51.0%
49.3%
49.3%
51.1%
57.8%
45.4%
45.4%
66.0%
67.3%
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Source: Company, MOFSL, *P&L values are for FY24
Pre-Ind-AS EBITDA margin (calc.) of top branded players in India
% Pre-IND AS Margin (Ex-Commissions) % Pre-IND AS
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Steady revenue growth led by USPA and Arrow

Revenue (INRb) =—O=—% YoY

33%

40.7 42.6 46.2 51.6 59.1 65.8
FY23 FY24 FY25 FY26E FY27E FY28E
GM to improve on better inventory control and lower GM improvement and op leverage drives Pre-IND AS margins
discounting to ~10% by FY27E
Gross Profit (INRb) ~ —O—% Reported GM Pre-IND AS EBITDA (INRb) ~ —O—9% margin
54.8% | 551% 10.1% | 10.3%

54.0%

53.5%

49.2%
20.0 22.2 24.7 27.9 324 36.3 24 3.1 3.7 4.4 6.0 6.8
FY23 FY24 FY25 FY26E  FY27E  FY28E Fy23 FY24 FY25 FY26E  FY27E  FY28E
Robust FCFF generation Return ratios to improve sharply
Pre-IND AS FCFF  =—O=—as a % of Adj PAT RolC RoCE
139%

79% 78%

61%
o N X R X R X R X R X X
% ) N N N Q0 In © o 0 ©
0.7 1.4 1.9 1.2 2.5 3.0 « 3 838 85 2/ 833 R/~
FY23 FY24 FY25 FY26E FY27E FY28E FY23 FY24 FY25 FY26E FY27E FY28E
Source: MOFSL, Company Source: MOFSL, Company
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Where lifestyle meets leadership

Arvind Fashions (AFL), part of the Lalbhai Group, is a leading branded apparel player
with a sharpened portfolio across premium to mass segments. Since its 2019
demerger and listing, AFL has strengthened its balance sheet and profitability
through capital infusions and exit from non-core labels. It operates marquee brands
such as USPA (casual lifestyle), Arrow (formalwear), Tommy Hilfiger, Calvin Klein
(premium lifestyle), and Flying Machine, cementing leadership in lifestyle & fashion.
After the Covid period, AFL has pivoted strongly to a D2C model, with EBOs now
contributing ~43% and owned online channels ~13% of 1HFY26 revenue (vs.
negligible pre-COVID), enabling better brand control, higher margins, and rising
engagement.

As of Sep’25, the company operates 998 EBOs covering 1.3mn sq. ft. alongside
more than 9,000 MBOs across 475 cities.

Exhibit 4: Power house of brands - as of FY25

e . Housed Launch Cities Areain Avg Store
s=nd ey PR under Year Presence EBOs Mn Sq.ft  Size (sq.ft.)
U.S. Polo N . . Arvind Lifestyle Brands
Association *  Mid-Premium Casual (100% subsidiary) 2009 161 377 0.45 1,200

e +» Super-Premium Casual PVH Arvind Fashions
T Hilfi 2004 41 1 .14 1,4
ommy RENEEr —/ ifestyle 50:50 JV 00 03 0 400
. . %+ Super-Premium Denim PVH Arvind Fashions
Calvin Klein & Casual 50:50 JV 2015 35 80 0.08 1,050
& Premium Formal & Standalone (Wholesale) &
Arrow * Arvind Lifestyle Brands 1993 97 195 0.21 1,100
Smart Casual I
(Retailing)
< Mid-Premium Youth Arvind Youth Brands
Flying Machi 1 1 142 11
ying Vachine Casual (69% owned, rest with Flipkart) 980 00 0 800
Sub-Total 897 1.01
Rest (Club A, Stride, Megamart) 80 0.19
Total 977 1.19

Source: Company, MOFSL
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From many to mighty: AFL’s growth playbook

Before Covid, AFL executed a decisive turnaround focused on profitability, capital
efficiency, and portfolio discipline. It exited nearly a one-third of its FY19 revenue
base, winding down limited-scale premium labels, select global partnerships, value
retail chain Unlimited, beauty business Sephora, and other dormant licenses. While
this led to a short-term revenue contraction and one-offs, it eliminated structurally
weak, low-turn businesses, reshaping AFL into a lean, brand-focused, and capital-
light enterprise.

Exhibit 5: Post-Covid strategic restructuring to focus on core brands

FY20 FY21 FY22 FY23 FY24 FY25
Revenue from Operations 38,655 23,358 32,454 44,291 44,756 46,214
(Continued + Discontinued)
EBITDA 2,303 -630 211 4,507 4,756 6,006
% Margin 6.0 2.7 0.7 10.2 10.6 13.0
PBT -4,159 -5,089 -2,425 1,261 2,001 2,233
% Margin Al -22 7/ 3 4 5
R
evenue 36,136 19,119 30,560 40,695 42,591 46,198
- Continuing Ops
EBITDA 2,578 -16 1,802 4,230 5,105 6,020
% Margin 7.1 0.1 5.9 10.4 12.0 13.0
PBT -3,766 -3,110 -1,099 1,493 1,700 2,251
% Margin -10 -16 -4 4 4 5
B 2,519 4,239 1,893 3,596 2,165 16
- Discontinued Ops
as a % of Revenues 6.5 18.1 5.8 8.1 4.8 0.0
EBITDA -275 -614 -1,590 277 -349 -14
% Margin -10.9 -14.5 -84.0 7.7 -16.1 -89.3
PBT -393 -1,980 -1,326 -233 301 -18
% Margin -16 -47 -70 -6 14 -116
Source: Company, MOFSL
Exhibit 6: Exited ~INR10b (or 30% of the AFL’s revenues) over the years
Year Brands Exited
FY20 +* GANT, Nautica, Elle, Izod
FY21 +* GAP, Hanes, The Children's Place and Ruf & Tuf
FY22 <« Unlimited (sold to V-Mart)
FY24 < Sephora (sold to Reliance)
Source: Company, MOFSL
Complementing this, the company undertook capital actions, rights issues (INR7b),
preferential allotments (INR4b), strategic partnerships (Flipkart and Flying Machine),
and divestments (INR4b) that reduced net debt by INR10b during FY20-25. With net
debt at INR3.7b (1x net debt/pre-Ind AS EBITDA), AFL today boasts a strengthened,
efficient balance sheet, well-positioned for sustainable and profitable growth.
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Exhibit 7: Debt reduction accelerated through fundraises

Year ol T Shares Shares Funds Raised Equity Net Debt
Issued (mn) Outstanding (mn) (INRb) Dilution (INRDb)
FY20 (Jul 2020) % Rights Issue —1 40.0 98.7 4.0 68% 13.0
FY21 (Jul 2020) % Strategic Investment — Flipkart in Flying Machine 2.6 11.1
FY21 (Mar2021) % Rights Issue — I 14.8 113.5 3.0 13% 11.1
FY22 (Jul 2021) % Divestment — Unlimited 1.7 6.1
FY22 (Sep 2021) % Preferential Issue 18.3 132.5 4.0 14% 6.1
FY24 (Nov 2023) % Divestment — Sephora 2.2 4.3

Source: Company, MOFSL

By FY25, despite exiting the businesses that generated ~32% of its FY19 revenue,
AFL surpassed pre-Covid revenue levels, driven by robust growth in its five core
brands. A sharper, higher-quality portfolio and capital-light model have structurally
enhanced its profitability, with RolC improving from 5% before Covid to 12% in FY25.
These strategic shifts have firmly repositioned AFL for sustainable margin expansion,
profitable growth, and superior capital efficiency.

Exhibit 8: Steady improvement in return ratios

AFL’s focused portfolio and

. RolC RoCE
asset-light model boosted ®
. \0 [
return ratios to 12% from " N 2
. o o -
0, o™ © - o
5% before Covid 2 R IR e < m R E
o m & = 9 e - g ~
-l < o wn ~ (-] (] -
x X = X N
% §5 B 85X
Lo elel Ul < <
‘-

FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
Source: Company, MOFSL

The Fab Five: AFL’s core growth anchors
After its restructuring, AFL has sharpened its focus around five marquee brands that
anchor its growth strategy. Its portfolio combines global licensed labels, joint

e ventures with PVH Corp, and Flying Machine, its in-house denim brand, giving AFL a

anchor AFL’s premium and

sl ke e balanced mix of scale, premium positioning. Structured through wholly owned

subsidiaries and joint ventures, this approach optimizes capital efficiency while
supporting category expansion and retail penetration. Collectively, these brands are
AFL’s core growth engine, each occupying a niche in India’s fashion landscape.




motilal
oswal

Financial Services

Arvind Fashion

Exhibit 9: Focused brand strategy: building scale, margin, and market differentiation (INR m)

FY25 Performance L:::‘c’l': :I’;I‘;‘: (l'::'n" PVH Standalone MF;Z":ie CONSOL
% Ownership 100 50 50 50 69
Revenue 23,927 8,351 5,680 14,031 6,659 4,322 46,198
% YoY Growth 10.5 15.1 16.8 133 9.3 -5.7 8.5
% Commissions 11.0 15.4 30.3 21.4 14 10.7 13.2
Net Revenue 21,304 7,062 3,961 11,023 6,565 3,857 40,108
% COGS 57.3 45.7 48.8 46.8 64.1 65.0 53.6
Gross Profit (Ex-Commissions) 9,103 3,837 2,027 5,864 2,359 1,351 18,613
% Margin 42.7 54.3 51.2 53.2 35.9 35.0 46.4
% Reported 49.0 61.4 66.0 63.2 36.8 42.0 53.5
% Employee 6.0 4.7 5.4 5.0 8.7 4.1 6.7
% Royalty 3.5 8.2 6.3 7.5 4.9 0.0 4.7
% Outsourced 4.7 7.8 2.7 6.0 5.5 14.0 5.9
% A&P 5.2 3.1 3.1 3.1 2.7 4.3 4.5
% Rent 7.4 6.9 0.0 4.4 1.9 59 59
% Others 9.5 2.8 6.5 8.0 7.1 6.6 11.6
Pre-IND AS EBITDA 1,277 1,176 1,082 2,122 341 2 3,672
% Margin 6.0 16.7 27.3 19.3 5.2 0.0 9.2
% Reported 53 14.1 19.0 15.1 5.1 0.0 7.9
Net Debt 4,434 -937 587 1,146 3,665
Equity 4,234 3,883 3,431 1,159 11,645
Invested Capital 8,669 2,946 4,018 2,305 15,310
% RolC 8.0 54.9 0.4 -0.8 12.2

Source: Company, MOFSL, *Assuming all of PVH’s rent in Tommy since it is fully COCO format

USPA — Capitalizing on adjacencies for growth and margin expansion

m  USPA s the cornerstone of AFL’s portfolio and India’s largest apparel brand,
generating NSV of over INR20b in FY25. Operated through ALBL, USPA has
evolved from a men’s polo-focused label at launch in 2009 into a diversified

mid-premium lifestyle brand.

A key driver of this transformation has been the scale-up of adjacent categories,
now contributing 25-30% of revenue. Footwear leads with 15-20% and kidswear
contributes in double digits within stores. Its franchisee-led model enables rapid
capital-light expansion, and 2,000-3,000 sq. ft. flagship stores act as lifestyle
destinations, showcasing the full product range.

As of Mar’25, USPA operates ~377 EBOs, maintains strong department store
presence, and boasts leading online/D2C channels, making it a core growth and
profitability engine for AFL.

In FY23, AFL reclassified outlets to eliminate duplicity, leading to a reduction in store count for the year.

December 2025




m(:%{l‘«‘l!ll Arvind Fashions

Financial Services

Exhibit 10: USPA: India’s largest lifestyle brand 7Exhibit 11: Store expansion led by flagship stores
USPA Revenues (est - INR b) USPA Stores
20.6 405
18.9 19.5 204
391
13.5 376 377
12.1
7.9 351
FY20 FY21 FY22 FY23 FY24 FY25 FY20 FY21 FY22 FY23 FY24 FY25
Source: MOFSL, Company Source: MOFSL, Company

Arrow: Leveraging heritage and underpenetrated retail potential

B Arrow, a legacy premium menswear brand, is operated through the standalone
entity, with Lifestyle Brands overseeing retail business. After Covid, growth was
severely impacted by the decline in formalwear demand due to WFH trends, exit
of institutional sales, and a shift from wholesale-heavy channels to a retail-
focused model.

m  AFL drove a turnaround through product repositioning with Arrow Sport, Arrow
New York, and the premium 1851 line, alongside a brand refresh featuring actor
Hrithik Roshan.

m  Operational efficiency was strengthened via demand-driven supply chains,
inventory correction, aggressive retail expansion, and growth in adjacent
categories. These measures delivered double-digit like-for-like growth in FY25,
improved full-price sell-through, and positioned Arrow to achieve mid-single-
digit EBITDA margins and pre-Covid revenue levels.

Exhibit 12: Arrow revives growth with refreshed formats Exhibit 13: Highly under-penetrated retail network
and brand repositioning

Stand (Arrow) Revenues (INR b) Arrow Stores
8.5 286
7.4
267
6.7
6.1
5.1
226
212
3.0 190 195
FY20 FY21 FY22 FY23 FY24 FY25 FY20 FY21 FY22 FY23 FY24 FY25
Source: MOFSL, Company Source: MOFSL, Company
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Tommy Hilfiger: India’s leading premium casualwear brand

Tommy, operated in India through PVH Arvind Fashions (a 50:50 JV with PVH Corp.),
is the leading premium casualwear brand in the market. Since its launch in 2004, the
brand has delivered consistent growth, scaling up to ~INR8.4b in revenue with a
five-year CAGR of ~14%, underpinned by its strong resonance with aspirational
consumers through a ‘classic American preppy’ positioning. Distribution spans ~100
EBOs, premium department stores, and leading e-commerce platforms, while
category extensions into tailored wear, footwear, and accessories, coupled with
deeper penetration, provide diversified growth drivers.

[Exhibit 14: Tommy scales rapidly on aspirational positioning  Exhibit 15: Selective expansion deepens presence

Tommy Hilfiger Revenues (INR b) TH - Stores

8.4 103
7.5
6.2 98 98
96
95
4.3 4.2 93
3.0
FY20 FY21 FY22 FY23 FY24 FY25 FY20 FY21 FY22 FY23 FY24 FY25
Source: MOFSL, Company Source: MOFSL, Company

Calvin Klein: Super-premium growth engine

CK, operated in India through PVH Arvind Fashions (50:50 JV with PVH Corp.), is one
of the top two players in the super-premium casualwear and innerwear segment in
India. Since its strategic repositioning in FY18, the brand has delivered a 19%
revenue CAGR over five years, reaching INR5.7b in FY25. With ~80 EBOs, strong
department store partnerships, and growing digital penetration, CK has built a
resilient omni-channel presence. Category extensions into active wear and
accessories, alongside store expansion, are driving incremental growth. The JV
structure enables AFL to leverage PVH’s global brand equity and design expertise
while scaling up through a capital-efficient model.

December 2025
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Exhibit 16: Premium positioning and omni-channel reach Exhibit 17: network expansion mirrors its strong consumer
accelerate CK’s growth traction
Calvin Klein Revenues (INR b) CK - Stores
5.7
80
4.9 .
76
4.0
1 72
24 24 69
1.7
FY20 FY21 FY22 FY23 FY24 FY25 FY20 FY21 FY22 FY23 FY24 FY25
Source: MOFSL, Company Source: MOFSL, Company

Flying Machine: Strategic refresh to capture Gen Z

Flying Machine is AFL’s in-house label, fully owned through Arvind Youth Brands,
with Flipkart holding a minority stake. As India’s first homegrown denim brand,
launched in 1980, it remains among the top three denim players nationally. It is
currently undergoing a refresh aimed at Gen Z consumers, with updated positioning,
expanded categories including women’s wear, footwear, and accessories, and
targeted expansion beyond metros.

[Exhibit 18: Repositioning toward youth and lifestyle wear Exhibit 19: Store optimization completed

Flying Machine Revenues (INR b) FM - Stores
i 279 270
) 4.6 250
4.3
4.1
142
2.6 112
FY21 FY22 FY23 FY24 FY25 FY21 FY22 FY23 FY24 FY25
Source: MOFSL, Company Source: MOFSL, Company

December 2025
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Exhibit 20: Post-Covid strategic restructuring to focus on core brands

Arvind Lifestyle Brands PVH Standalone Arvind Youth
Comparable Metrics ConsoL (USPA + Arrow retail) (Tommy + CK) (Arrow Wholesale) (Flying Machine)
(INR B) FY22 FY23 FY24 FY25 FY22 FY23 FY24 FY25 FY22 FY23 FY24 FY25 FY22 FY23 FY24 FY25 FY22 FY23 FY24  FY25
Contract Price 40.8 49.7 51.5 58.6 18.6 26.5 25.9 31.8 7.2 11.2 13.0 14.5 9.0 11.8 10.6 115 53 6.2 6.3 7.1
% Discount 6.8 6.2 6.7 6.4 9.5 6.7 7.5 6.8 1.7 0.8 0.6 0.9 5.6 12.3 15.3 15.3 7.4 8.2 8.7 131
% SoR 18.2 11.8 10.6 14.6 14.9 10.0 8.9 17.9 6.8 8.1 4.3 2.6 37.6 24.9 27.4 26.6 14.6 15.6 19.4 26.0
Revenue 30.6 40.7 42.6 46.2 14.1 22.0 21.6 23.9 6.6 10.2 12.4 14.0 5.1 7.4 6.1 6.7 4.1 4.7 4.6 4.3
% YoY 59.8 33.2 4.7 8.5 60.6 56.0 -1.5 10.5 39.9 54.3 21.6 13.3 72.3 441 -17.8 9.3 56.9 141 -3.0 -5.7
o Gross Profit 135 20.0 22.2 24.7 5.9 9.6 10.4 11.7 3.3 6.1 7.7 8.9 1.9 2.2 2.0 2.5 1.7 2.2 2.0 1.8
% Margin 441 49.2 52.2 535 42.2 43.6 48.2 49.0 50.2 59.7 62.0 63.2 37.4 29.7 33.4 36.8 41.0 46.8 43.1 42.0
EBITDA 1.8 4.2 5.1 6.0 0.2 2.1 2.5 2.9 0.9 1.7 2.4 2.6 0.3 0.2 0.1 0.5 0.3 0.2 0.0 0.2
% Margin 5.9 10.4 12.0 13.0 1.3 9.4 11.6 11.9 14.0 17.1 19.1 18.6 5.8 3.0 2.0 7.0 8.4 4.4 0.7 53
Pre-IND AS EBITDA 0.3 1.9 2.4 3.7 0.8 1.2 1.4 1.6 0.7 1.4 1.9 2.1 0.3 0.2 0.1 0.3 0.2 0.0 -0.2 0.0
% Margin 0.9 4.6 5.7 7.9 6.0 5.5 6.4 6.6 11.0 13.9 15.7 15.1 5.8 2.4 1.1 5.1 5.6 1.0 -4.1 0.0
Adj PAT -1.0 1.1 1.1 1.4 -1.5 0.2 0.2 0.2 0.6 1.0 1.4 1.5 0.1 0.1 0.4 0.4 0.1 -0.1 -0.4 -0.2
) ) Core WC 3.5 5.2 6.2 6.4 1.9 2.8 3.2 2.5 1.0 1.5 1.9 2.0 0.8 0.5 0.7 0.8 1.2 2.2 0.9 0.8
Working Capital
CWC Days 42 47 53 50 50 47 54 39 55 52 55 52 57 23 40 44 107 166 73 69
Return Ratios % RoE -12.2 10.6 9.4 12.3 -31.8 3.7 3.8 4.1 30.7 41.2 41.1 41.4 3.8 5.5 13.5 11.3 -27.6 -4.9 -51.5 -38.5
% Pre-Tax ROIC -3.9 8.0 11.8 19.7 -11.2 6.1 8.6 10.7 42.2 82.3 91.2 73.4 4.1 2.3 -0.3 0.5 15.3 0.6 -13.6 -1.4
Debt Net Debt 6.1 4.9 4.3 3.7 4.4 4.8 4.9 4.4 -0.6 -1.4 -1.1 -0.9 1.0 1.4 1.1 0.6 1.7 0.7 0.9 11
Pre-IND AS CFO 1.2 1.0 2.8 2.9 0.7 0.3 0.4 1.9 2.3 0.9 1.0 1.0 -0.9 0.3 -0.3 0.0 0.1 -0.6 0.4 0.0
Cash Flows FCFF -2.1 1.4 0.7 2.0 -0.2 -0.3 0.0 -0.5 0.0 -0.1 -0.3 -0.2 -0.2 0.1 -0.6 -0.2 0.0 0.0 -0.1 -0.1

Source: MOFSL, Company
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To complement portfolio premiumization and diversification, AFL has introduced
three differentiated formats, each addressing a distinct consumer segment and
channel purpose while maintaining an asset-light model.

B Club A: Premium multi-brand format showcasing full-price portfolios across key
high streets; early success positions it as a strategic lever for premiumization
and brand equity, with accelerated rollout planned after pilot validation.

m Stride: Experiential footwear and accessories format integrating AFL’s core
brands; continues to gain strong traction despite FY25 BIS-related supply
disruptions. Positioned as a key growth driver, it is set for accelerated expansion
to ~50 stores and remains central to AFL’s strategy to double the footwear
business within three years.

®m  Megamart: Dedicated factory outlet format used for inventory liquidation; with
~50 stores, it enhances cash efficiency and working capital while maintaining
limited, mid-single-digit focus on expansion.

Collectively, these new formats are expected to contribute 10-15% of AFL’s total
incremental retail square footage, complementing the core mono-brand expansion
and reinforcing the company’s focus on growth through differentiated retail
ecosystems.

Exhibit 21: Innovative retail formats fueling AFL’s growth and premiumizatio

]
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Source: Company, MOFSL
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Footwear, kidswear, and beyond: AFL’s profitable extensions

Category extension has emerged as a structural growth lever for AFL, enabling its
power brands to scale up beyond core categories and deepen consumer relevance.
USPA exemplifies this shift, with over a quarter of its revenue now coming from
adjacent categories like footwear, kidswear and others. Tommy and CK are similarly
leveraging these categories to capture aspirational trade-up demand and reinforce
full wardrobe relevance. Arrow has successfully repositioned beyond its legacy
formalwear core through Arrow New York and occasion-led ranges, while Flying
Machine extends its denim-led equity into youth casualwear.

Footwear is AFL’s largest and most scalable adjacency, already exceeding INR3b
in revenue. While BIS-led supply disruptions created a short-term drag, swift
supply-chain realignment and normalized inventories position the category to
revert to its 20-25% growth trajectory. With assortments refreshed and
profitability intact, management targets revenue of more than INR5b within
three years, reinforcing footwear as AFL’s strongest long-term growth engine.
Kidswear is AFL’s second-largest adjacency, already crossing INR2b in revenue
with consistent double-digit growth. USPA Kids leads with a strong boys’
franchise and expansion into girls’ wear, while Tommy Hilfiger Kids has built a
significant retail footprint, including flagship stores. Pilots of dedicated formats
and penetration into tier-2/3 cities position kidswear as a long-term scale driver
with strong revenue growth.

Innerwear, activewear, and women’s wear: Innerwear is on course to surpass
INR2b in revenue, while activewear rides the structural casualization trend.
Women's wear, though at an early stage, is scaling up rapidly. AFL is pursuing an
online-first, profitability-led rollout with a focus on portfolio premiumization.
Together, these categories are positioned to sustain double-digit growth and
evolve into a meaningful, margin-accretive pillar of AFL’s long-term strategy.

Overall, adjacencies have shifted from being support categories to strategic growth
pillars, with USPA leading (~25% contribution), Tommy/CK in early double digits, and
Arrow/Flying Machine following a core-first approach.

Exhibit 22: Adjacent categories emerging as growth drivers

Brands Footwear Kids Wear Innerwear Luggage/ Handbags Accessories Women'’s Wear
USPA v v v v v v
Tommy Hilfiger v v v v v v
Calvin Klein v v v v v v
Arrow v v v v
Flying Machine v v v v v

December 2025

Source: Company, MOFSL
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AFL’s management aims to deliver 12-15% annual revenue growth, driven by
portfolio strength, scaling adjacencies and disciplined execution. Focus remains on
asset-light FOFO expansion, higher full-price sell-through, and scale-up of
adjacencies.

m  USPA remains AFL’s core growth engine, targeting double-digit growth through
Tier 2/3 expansion, flagship store formats, and higher contribution from
adjacencies. With strong operating profile, USPA is expected to converge toward
PVH’s profitability metrics.

®m  Tommy and CK are expected to sustain double digit growth with stable margins,
backed by strong performance in the premium categories, category
diversification, and omni-channel expansion.

B Arrow’s turnaround remains on track, supported by refreshed product
architecture (Arrow Sport, 1851 line), sharper positioning in smart casuals, and
expanded distribution. These efforts aim to restore pre-Covid revenue levels
and drive meaningful operating leverage.

m  Flying Machine is being redefined as a digital-first youth brand, leveraging its
Flipkart partnership and category extensions. While subscale, management
expects above-portfolio growth and steady margin improvement as the new
positioning scales up.

Exhibit 23: Steady revenue growth led by USPA and Arrow

Revenue (INRb) =—O=—% YoY

33%

40.7 42.6 46.2 51.6 59.1 65.8

FY23 FY24 FY25 FY26E FY27E FY28E
Source: MOFSL, Company
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Owning the customer, owning the margin

AFL has undertaken a structural pivot toward D2C retail, driven by the inherent
weaknesses in its legacy model. Heavy reliance on MBOs/LFS formats and B2B
online channels fostered discount dependency, weakened brand equity, and
elevated receivable risks. These challenges intensified during Covid, prompting AFL
to realign its distribution strategy around profitability, consumer ownership, and
tighter channel control, positioning direct channels as the core growth driver.

Retail: FOFO model fuels growth

As part of its D2C pivot, AFL scaled up its retail channel aggressively via the FOFO
model, expanding to 977 stores (~1.2m sq. ft.) by FY25. Retail now contributes 43%
of revenue (vs. 39% in FY23), with EBOs offering superior margins and better
inventory control through a consignment model. Innovative formats like Club A and
Stride deepen engagement and drive category extensions. While Tommy Hilfiger
and select new formats remain under COCO, the rest of them are run via strong
franchise partnerships. Looking ahead, AFL plans to add 150-200 EBOs annually,
driving a ~10-12% CAGR in retail space and sustaining mid-single-digit SSSG. This
trajectory is expected to lift direct retail’s contribution to ~50%+ of revenue.

Online: Strategic pivot from B2B to B2C

AFL has transformed its digital strategy by moving from a wholesale-driven B2B
model, where marketplaces controlled assortment and pricing, to a B2C
marketplace and D2C approach. Through platforms like NNNow.com and brand sites
(USPA, Megamart), AFL retains full control over inventory, pricing, and brand
visibility. Consistent double-digit growth has positioned own websites/B2C online at
~13% of overall revenue in 1HFY26 and ~40% of the online mix. Investments in
omni-channel stores, dedicated B2C warehouses, and online-only products
strengthen operations and boost customer engagement.

Exhibit 24: Steadily evolving channel mix

FY23 FY24 FY25 1HFY26
r Online . Online B2B Online B2C
02"8;'6 EBO 27% EBO Online ERD 19% 13%
4 39% 42% 28% 43%
MBO+LFS &
MBO+LFS MBO+LFS MBO+LFS e 41%
33% 31% 29%
Source: MOFSL, Company
December 2025
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Structural levers driving margin expansion

B AFL’s medium-term thesis rests on structurally improving profitability, with a
clear roadmap toward double-digit pre-Ind AS EBITDA margins. It has already
delivered tangible results, with FY25 recording its highest ever pre-IND AS
EBITDA margins of 7.9%.

B Inrecent years, AFL has shifted from an outright/SoR model to a consignment-
led structure, wherein revenue is booked at full value and franchisee payouts
are classified under operating expenses (earlier netted off against revenue). This
transition has technically lifted both reported gross margins and commission
costs by ~5-6ppts. On a normalized basis, gross margins have expanded by
450bp since FY23, reaching 46.4% in FY25, driven by disciplined pricing, sharper
assortments, portfolio premiumization, and tighter inventory turns. These
improvements, alongside operating leverage, have supported operating margin
expansion.

Exhibit 25: Summary of operating profile

(INR b) FY20 FY21 FY22 FY23 FY24 FY25
Revenue Reported 36.1 19.1 30.6 40.7 42.6 46.2
Commissions & Brokerage 2.7 1.4 2.4 5.1 5.6 6.1

% of Sales 7.4 7.5 7.8 12.6 13.1 13.2
Net Revenue 33.5 17.7 28.2 35.6 37.0 40.1
Adj Gross Profit (INR b) 13.5 6.5 11.1 14.9 16.7 18.6
% Adj Gross margin 40.4 36.8 39.3 41.9 45.0 46.4
% Reported GM 44.9 41.5 44.1 49.2 52.2 53.5
% Employee Costs 9.4 11.6 8.4 6.9 7.0 6.7
% Outsource Services 4.9 6.1 5.0 4.7 5.4 5.9
% Rent 8.8 3.4 4.0 5.5 5.4 5.9
% Royalty 3.8 4.7 5.0 5.1 4.8 4.7
% A&P 4.1 34 3.8 3.5 4.6 45
% Freight & Warehousing 1.9 3.2 3.0 3.0 3.4 3.1
% Others 8.8 7.9 7.8 7.0 5.9 6.6
% Cost of Retailing (ex-Commissions) 41.6 40.2 36.9 35.5 36.6 37.3
Adj Pre-IND AS EBITDA (0.4) (0.6) 0.8 2.4 3.1 3.7
% Adj margin -1.1 -3.5 2.7 6.8 8.5 9.2
% Reported -1.0 -3.2 2.5 6.0 7.4 7.9

Source: Company, MOFSL

B AFL’s margin profile is anchored to its premium portfolio. Tommy Hilfiger
delivers the highest adjusted gross margins of ~54.3%, while CK operates at
~51% due to higher commission payouts. The combined PVH portfolio now
generates ~53.2% adjusted margins, up ~300bp since FY23, supported by
premiumization and tighter pricing discipline.

®  Within mid-premium brands, Arrow and USPA have driven the most meaningful
improvement, with ~650bp adjusted margin expansion over the past two years.
Yet, at 36-42%, they continue to lag peers operating in the 45-50% range. Flying
Machine has yet to demonstrate any material margin gains.

December 2025
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Exhibit 26: Operating profile of group companies in FY25

b AFL - Stand | FM , ALBL | PVH ~ AFL- CONsOL
. FY23 FY25 FY23 FY25 FY23 FY25 FY23 FY25 FY23 FY25
Revenue 7.4 6.7 4.7 4.3 22.0 23.9 10.2 14.0 40.7 46.2
Commission & Brokerage 0.0 0.1 0.9 0.5 2.4 2.6 1.9 3.0 5.1 6.1
as a % of sales 0.4 1.4 18.6 10.7 11.1 11.0 18.9 21.4 12.6 13.2
Net Revenue 7.4 6.6 3.8 3.9 19.5 21.3 8.3 11.0 35.6 40.1
Adj Gross Profit 2.2 2.4 1.3 1.4 7.1 9.1 4.2 5.9 14.9 18.6
% margin 29.4 35.9 34.7 35.0 36.6 42.7 50.3 53.2 41.9 46.4
% Rent (incl of lease) 0.6 1.9 4.2 5.9 6.2 7.4 4.0 4.4 5.5 5.9
% Freight & Warehousing 1.2 0.9 3.2 2.2 3.7 3.9 1.6 1.5 3.0 3.1
% A&P 3.6 2.7 4.0 43 3.2 5.2 2.5 3.1 3.5 4.5
% Royalty 6.1 4.9 - - 4.0 3.5 7.9 7.5 5.1 4.7
% Outsource Services 33 5.5 11.2 17.5 4.0 4.7 4.6 6.0 4.7 5.9
% Employee Costs 7.7 8.7 4.7 4.1 5.3 6.0 5.7 5.0 6.9 6.7
% Others 4.6 6.3 6.2 1.0 5.8 6.0 6.8 6.5 6.5 6.5
% Cost of retailing (Ex- Comm) 27.0 30.7 33.5 35.0 32.1 36.7 33.1 33.9 35.1 37.3
Adj Pre-IND AS EBITDA 0.2 0.3 0.0 0.0 0.9 1.3 14 2.1 24 3.7
% Margin 24 5.2 1.2 0.0 4.4 6.0 17.1 19.3 6.8 9.2
% Reported Margin 24 5.1 1.0 0.0 4.0 5.3 13.9 15.1 6.0 7.9

Source: MOFSL, Company

Exhibit 27: Further margin expansion would be led by Arrow and USPA
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Source: Company, MOFSL, *P&L values are for FY24

m  Future Drivers: Premium brands are already operating at industry-leading levels,
leaving limited room for further expansion. However, the real upside lies in
Arrow, Flying Machine, and USPA. With scale benefits, stronger full-price sell-
through, and disciplined discounting, Arrow can lift profitability meaningfully
over the next 2-3 years. USPA also retains untapped potential, as adjacent
categories such as innerwear and footwear build scale. Together, these levers
position AFL to not just sustain but steadily expand blended margins, gradually
narrowing the gap with peers.

m  Overall, GMs increased ~430bp over FY23-25 at the consol level and are
currently at the highest level of 53.5% (40.3% adj. for commissions). We build in
~100bp GM expansion over FY26-28E to 55.1%.
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Exhibit 28: Steady Gross margin expansion over FY26-28E

Gross Profit (INRb)  =—O=—% Reported GM

c4.0% 54.8% 55.1%
. (]

53.5%

49.2%

20.0 22.2 24.7 27.9 324 36.3

FY23 FY24 FY25 FY26E FY27E FY28E
Source: MOFSL, Company

m  AFL’s gross margins, adj for commissions expanded ~450bp over FY23-25,
though its pre-IND AS operating margins rose only ~230bp as incremental gains
were consciously reinvested into A&P and retail expansion to strengthen brand
equity and scale up adjacencies. This limited near-term margin flow-through but
strengthened the foundation for sustainable growth. As retail productivity
improves and scale benefits from adjacencies materialize, incremental margins
are likely to accrue more meaningfully to profit despite continued marketing
intensity.

m  We build in pre-IND AS EBITDA margin expansion of ~190bp over FY26-28E to
10.3%, outpacing the ~100bp gross margin uplift.

Exhibit 29: Steady GM expansion and operating leverage to take operating margins to 10%
by FY27E

Pre-IND AS EBITDA (INRb)  =O=—9% margin

10.1% Sl

24 3.1 3.7 4.4 6.0 6.8

FY23 FY24 FY25 FY26E FY27E FY28E

Source: MOFSL, Company
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Detailed comparison of Indian top branded players

® Indian retailers follow different revenue-recognition practices depending on
whether they act as a principal or an agent under Ind AS 115. When the retailer
controls pricing and bears inventory or credit risk, revenue is recorded on a
gross basis and commissions are treated as expenses. When the retailer merely
earns a fee without taking these risks, it reports net revenue.

m  For AFL, this assessment generally positions the company as the principal across
most of its channels because it controls pricing and bears both inventory and
credit risk. This results in gross revenue recognition, with franchisee
commissions recorded as operating expenses rather than netted off revenue. In
consignment and sale-or-return arrangements, AFL continues to hold control of
inventory until the final consumer sale, requiring the company to recognize

refund liabilities for expected returns and corresponding returnable assets on
the balance sheet.

Exhibit 30: Commissions as a % of revenues

Revenues  =—=O=Commission as a % of sales
30.3%

21.4%

15.4%
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Exhibit 31: Cost of retailing for top branded players in India
Employee Rent (Incl of Lease) A&P Royalty
Outsource Services N Freight mm Others =—O— CoR (ex-Commissions)

50.3
47.0 48.8 48.8

4.7 5.9
14.0 35 7.8 i 15.3 182
5.5 4.7 4.7 10.1
;'? = 43 >2 6.3 45 8.2 6.4 : 13.3
' . = : 7.8 41 5.9 1
6.3 Lo 4.4 5.9 6.9 122 127 159 116
5.4 : 5.0 4.1 6.0 7.2 6.7 47 7.8
CK  Stand(Arrow) PVH FM ALBL(USPA) Pepe* AFL-CONSOL Tommy Levis* Rare Black  RILBrands ABLBL

Rabbit* Berrys*

Source: Company, MOFSL,
*P&L values are for FY24, Assumed full PVH rent under Tommy, as the format is entirely COCO even though several stores also house CK.
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Exhibit 32: Operating margin profile of top major branded players in India

Arrow  USPA AFL - Reliance , Black Rare
(Stand) (ALBL) FM Tommy  CK PVH CONSOL ABLBL Brands A Berrys* SRS Rabbit*
Revenues 6.7 23.9 4.3 8.4 5.7 14.0 46.2 78.3 234 18.4 10.0 6.4 6.4
Commission (%) 1.4 11.0 10.7 15.4 30.3 21.4 13.2 1.2 - - 13.6 - 3.6
Net Revenues 6.6 21.3 3.9 7.1 4.0 11.0 40.1 77.4 234 18.4 8.6 6.4 6.1
Adj Gross Profit 24 9.1 1.4 3.8 2.0 5.9 18.6 44.4 11.9 9.1 4.4 2.9 4.1
% Gross margin (Ex-Comm)  35.9 42.7 35.0 54.3 51.2 53.2 46.4 57.4 51.0 49.3 51.1 454 66.0
% Reported GM 36.8 49.0 42.0 61.4 66.0 63.2 53.5 57.9 51.0 49.3 57.8 45.4 67.3
% Rent (Incl of Lease) 1.9 7.8 5.9 6.9 4.4 5.9 18.2 15.3 1.0 13.3 4.1 10.1
% Freight 1.5 0.9 2.2 1.5 3.1 1.6 3.4 2.8 3.6 7.5 3.7
% A&P 2.7 5.2 43 3.1 4.5 3.3 2.9 6.4 9.0 6.3 15.1
% Royalty 4.9 3.5 8.2 6.3 7.5 4.7 0.2 1.9 6.5 4.7
% Outsourcing 5.5 4.7 14.0 7.8 2.7 6.0 5.9 5.6 1.4 4.8 0.5
% Employee 8.7 6.0 4.1 4.7 5.4 5.0 6.7 11.6 15.9 12.2 7.8 7.2 12.7
% Others 5.5 8.6 4.4 10.0 9.6 6.5 6.6 9.8 7.9 8.7 10.2 6.5 4.8
% CoR 30.7 36.7 35.0 37.7 23.9 33.9 37.3 50.3 48.8 37.7 48.8 36.9 47.0
Reported EBITDA 0.5 2.9 0.2 1.7 1.1 2.6 6.0 11.9 2.7 2.1 1.2 0.7 1.2
% margin 7.1 13.8 6.0 23.6 27.3 23.7 15.0 15.4 11.8 11.6 14.0 10.5 19.1
Pre-IND AS EBITDA 0.3 1.3 0.0 1.2 1.1 2.1 3.7 5.5 0.5 2.1 0.2 0.5 1.2
% Margin 5.2 6.0 0.0 16.7 27.3 19.3 9.2 7.1 2.2 11.6 2.3 8.5 19.1
% Reported 5.1 53 0.0 14.1 19.0 15.1 7.9 7.0 2.2 11.6 2.0 8.5 18.4

Source: MOFSL, Company. *P&L values are for FY24

Exhibit 33: Gross Margins of top branded players in India

% Gross margin (Ex-Commissions) % Reported GM
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Exhibit 34: Pre-IND AS Margin (calc.) of top branded players in India
% Pre-IND AS Margin (Ex-Commissions) % Pre-IND AS
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Strong balance sheet and improving return ratios

AFL has materially strengthened its balance sheet, reducing net debt-to-equity from
2x pre-Covid to 0.3x in FY25. Gross borrowings fell from a peak of INR13b to INR5Db,
with a cash balance of INR1.6b, supported by equity infusions (INR10b across FY20-
22) and stake sales in non-core assets (~*INR7b across Flying Machine, Unlimited, and
Sephora). With steady growth in profitability, debt levels will decline steadily
further, with the company becoming net cash by FY28E.

Exhibit 35: Debt levels to decline further

Net debt —O— Net Debt/Equity

1.9 1.9

6.1 7.2 8.7 13.0 111 6.1 4.9 4.3 3.7 3.1 1.6

(0.4)
FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E

Source: MOFSL, Company

® Inventory efficiency improved consistently, with days reducing from 90-95 days
before Covid to 80-85 days currently, driven by shorter lead times, phased
buying, and auto-replenishment that preserved freshness while curbing
discounting. A shift from SoR to a consignment-led model tightened control
over franchisee inventory, improved cash realization, and lowered receivable
days. In parallel, omni-channel integration enhanced stock productivity by
aligning offline and online demand.

m  While a further reduction in working capital intensity appears limited, continued
focus on inventory discipline and assortment freshness should help AFL sustain
limited discounting, thus boosting gross margins. We model moderate working
capital improvements over FY26-28E, with incremental margin expansion driven
by operating leverage and mix improvements rather than cash cycle gains.

Exhibit 36: Inventory freshness and consignment model drive productivity rather than cash
cycle

Core WC  =O—Inventory Receivables —O—Payables
183

97

80

93 99

2o 88 - 85 % o 29

69 68 e
55 58 55 55 55
65 77 110 42 47 53 50 53 53 54

FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26E  FY27E  FY28E

Source: MOFSL, Company
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Exhibit 37: Inventory days across the operating companies

FY23  FY24 © FY25
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Stand (Arrow) ALBL (USPA) PVH FM AFL - CONSOL
Source: MOFSL, Company

m  The renewed operational discipline has driven a material improvement in cash
generation and capital efficiency. Over FY23-25, it delivered pre-Ind AS
operating cash flows of ~INR6b, reflecting tighter working capital control and
improved store-level profitability.

®  On the expansion front, the company adopted a franchise-led model for most
new store additions, thereby limiting annual capex outgo. Simultaneously, it
pursued a selective COCO expansion strategy focused on high-IRR brands such
as Tommy Hilfiger. This disciplined approach enabled the generation of robust
FCFF of INR4Db, supporting deleveraging and self-funded expansion without
external equity dilution.

Exhibit 38: Operating discipline underpins strong FCF (INR b)

Pre-IND AS FCFF
3.0

2.5

1.9

1.4
1.2

0.7

FY23 FY24 FY25 FY26E FY27E FY28E

Source: MOFSL, Company
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Exhibit 39: FCFF generation (INR m) is primarily driven by Lifestyle (100% subsidiary) and its PVH joint venture (50% stake)

FY23  FY24 © FY25

1,929
1,323 1,359

788 739 803 664
438 331

15

(134) (43) (107)

(608)
(915)

Stand (Arrow) ALBL (USPA) PVH FM AFL - CONSOL

Source: MOFSL, Company

As a result, return metrics improved meaningfully, with RoCE increased to 18%
(from 8% before Covid), while RolC expanded to 12% in FY25, reflecting sharper,
capital-efficient growth. With further improvement in profitability, we expect these
gains to further materialize, with RoCE/RolC surpassing 27%+ by FY28E, while RoE
inches up to 25%.

Exhibit 40: Profitability gains translate into superior return profile

RolC  RoCE
31.6%
29.9% ’
27.8%
24.6%
22.5%
16.7% 17.8%  16.8%
13.3% r
4 10.79 12.2%
o 0
FY23 FY24 FY25 FY26E FY27E FY28E

Source: MOFSL, Company
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Initiating coverage with a BUY rating
o . B AFL stands at an inflection point, transitioning from consolidation to a profitable
We initiate coverage with a | ith a f fi b d hi h £ hi d . b
BUY rating and SoTP-based scale-up with a focus on five power brands. This phase of growth is driven by
Dec’27 TP of INR725, scaling core brands, expanding adjacencies profitably, and driving operating
implying 38x Dec’27 EPS. leverage. USPA is evolving into a full lifestyle brand, with a third of its revenue
coming from non-apparel, while Tommy and CK are strengthening premium
positioning with mid-teen EBITDA margins. Arrow and Flying Machine are

entering a scale-up phase through sharper brand positioning and modern retail
formats. Collectively, these initiatives are expected to drive ~13% revenue
CAGR and 190bp margin expansion, taking pre-Ind AS EBITDA to 10.3% by
FY28E.

B AFL enters this phase with a strong balance sheet and disciplined working
capital. Capex will remain limited to high-visibility flagship stores, with the
majority of retail expansion pursued through an asset-light FOFO model,
enhancing capital efficiency and return ratios. This strategy is expected to drive
cumulative FCFF generation of ~INR6.6b over FY26-28E and lift RoCE to ~32% by
FY28E.

m  With improving earnings visibility, sustainable margin expansion, and rising
return ratios, AFL is well positioned as a high-quality compounding story in
India’s branded fashion space. Its balanced portfolio, scalable model, and
strengthening financial metrics offer a compelling risk-reward profile.

®  We value AFL on an SOTP basis, with Lifestyle (USPA) at 11x EV/EBITDA and PVH
at 20x contributing the majority of value, reflecting improving margins and
superior profitability, while Standalone (Arrow) at 8x and Flying Machine at 5x
are assigned conservative multiples amid ongoing restructuring.

m  We initiate coverage with a BUY rating and SoTP-based Dec’27 TP of INR725,
implying 38x Dec’27 EPS.

Exhibit 41: SoTP-based Dec’27 valuation

Valuation FY25-27 CAGR FY25 FY26 FY27 FY28 Dec-27
. Ownershi Revenue Pre IND AS EBITDA EV/
Entity %) P (%) (%) EBITDA (INR m) EBITDA (x) EV (INR m)
Standalone (Arrow Wholesale) 100 12 22 463 549 695 802 8 6,202
Lifestyle (USPA + Arrow) 100 14 26 2,858 3,410 4,430 5,032 11 54,185
FM 69 7 374 230 180 346 427 5 1,455
PVH 50 12 12 2,612 2,927 3,343 3,684 20 35,990
CONSOL 97,831
Net Debt -1,271
Equity Value 96,560
Per Share 725
CMP 496
Upside (%) 46

Source: Company, MOFSL
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Industry growth expected to remain robust

Indian apparel market to reach INR14.4t by FY30 at ~9% CAGR over FY25-30

The apparel market in India posted 11% CAGR over FY19-25 to reach an estimated
INR9.3t and is projected to clock a CAGR of ~9% over FY25-30 to reach INR14.4t by
FY30. This growth is expected to be driven by factors such as an increasing
disposable income, rising working population, rapid urbanization, greater brand
consciousness, increasing digitization and the expansion of organized retail and e-
commerce, particularly in Tier-ll and Tier-lll cities.

Exhibit 42: Indian apparel market to see robust growth to reach INR14.4t by FY30 (INR t)

Indian Apparel Market (INR t)

pGR

5.0 9.3 14.4

CAGR: 11%

FY19 FY25 FY30 (P)

Source: MOFSL, Company

Branded apparels to clock higher ~12% CAGR over FY25-30

The branded apparel market in India is estimated at INR 4.9t in FY25, accounting for
53% of the overall apparel market. This segment is projected to record a higher CAGR
of 12% to reach INR8.8t by FY30. The growth is likely to be driven by the entry of
international brands, the expanding footprint of organized retail in Tier Il and smaller
cities, and the rapid rise of e-commerce, all of which are accelerating the shift toward
branded offerings. The mix is likely to shift in favor of branded players, with their
contribution projected to rise to 61% by FY30 (from 53% in FY25).

Exhibit 43: Mix to shift in favor of branded players Exhibit 44: Branded to grow ahead of industry (INR t)

Unbranded Branded Unbranded Branded

CAGR FY25-30(P)

Branded: 15%
42%

53% 61% 8.8
4.4
58%
47% 39% 2.1 4.9 5.6
2.9
FY19 FY25 FY30 (P) FY19 FY25 FY30 (P)
Source: MOFSL, Company Source: MOFSL, Company
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Organized apparel retailers to overtake traditional unorganized retail by FY30

Over the past two decades, India’s apparel market has evolved significantly,
marked by the rise of fashion brands, retailers, private labels, and emergence of
organized retail with formats such as EBOs, LFS and MBOs. Further, India’s
fashion landscape evolved with the segmentation of fashion into categories such
as formal, casual, ethnic wear, and footwear. Organized retail, including both
offline and online channels, is steadily overtaking traditional trade formats like
mom-and-pop stores, especially in Tier ll+ cities, and it is expected to overtake
traditional retail by FY30, driven by development of capabilities in product
design, sourcing, merchandising and retail.

Traditional retail, currently valued at INR5.4t (58% share), is expected to record
modest ~2% CAGR to INR5.9t by FY30. In contrast, the online apparel segment,
currently valued at INR1.1t (~¥12% share), is projected to clock a robust 28%
CAGR to reach INR3.9t by FY30, driven by vertical e-commerce players, D2C
brands, and emerging formats like quick commerce. The organized brick and
mortar channel is expected to deliver 10% CAGR over FY25-30 to reach ~INR4.6t
by FY30, accounting for ~32% share.

Exhibit 45: Shift from unorganized to organized retail to Exhibit 46: Organized apparel retail to account for “INR8.5t

7accelerate over FY25-30

by FY30

Traditional Retail Organized B&M Online Traditional Retail Organized B&M Online
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— 4.6
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Source: MOFSL, Company Source: MOFSL, Company

Menswear largest category, but women’s wear growing at faster pace

December 2025

In FY25, the menswear market in India is estimated at INR3.9t, contributing
~42% to the overall apparel market. It is projected to clock a CAGR of 9%,
reaching INR6t by FY30. Unlike global trends where women’s apparel
dominates, India's higher share of menswear is driven by strong demand for
professional clothing and the growing cultural acceptance of grooming and
styling among men.

However, the women’s wear segment is gaining momentum and is expected to
post a higher ~10% CAGR over FY25-30 to reach ~INR5.6t by FY30, supported by
rising female workforce participation, higher disposable incomes, and shifting
fashion preferences. Kids’ wear accounts for ~21% of the overall apparel market
share and is expected to remain in the similar ballpark with ~8% CAGR over
FY25-30.
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Exhibit 47: Unlike global trends, men’s apparel is the larger Exhibit 48: ... however, women’s wear segment is likely to

category in India... grow faster (INR t)
Men Women Kids Men Women Kids
2.8
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1.1 3.5
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Source: MOFSL, Company Source: MOFSL, Company

Western wear market dominates the Indian apparel market

The western wear market in India is estimated at INR6.8t in FY25 and is expected to
record a CAGR of 10% to reach INR10.9t by FY30, accounting for 75%+ of the overall
apparel market in India. This growth is likely to be fueled by increasing exposure to
global fashion trends via social media, rapid urbanization, a growing middle class, and
rising disposable incomes. Within this, the branded western wear market accounts for
INR3.8t (~“56%) in FY25 and is projected to post a CAGR of ~13%, reaching INR6.9t by
FY30 (for ~63% share). Segment-wise, formal western wear is estimated at INR1.9t
(28% share) in FY25 and is expected to clock a CAGR of 7% to INR2.6t by FY30, with its
share declining to ~24%. In contrast, casual western wear, including categories like t-
shirts, denim, and athleisure, is significantly larger at INR4.9t (72% share) in FY25 and is
set to post a CAGR of 11% to reach INR8.3t by FY30. The casualization of fashion is not
unique to India and is driven by a global phenomenon.

Exhibit 49: Western wear market to grow at 10% CAGR over FY25-30E

Western Wear (INRt) =—O=—% of total

76%
73%
68%
3.4 6.8 10.9
FY19 FY25 FY30 (P)
Source: MOFSL, Company
Exhibit 50: Branded vs. unbranded mix in western wear Exhibit 51: Formal vs. casual mix in in western wear market
Unbranded Branded Formal Casual
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Source: MOFSL, Company Source: MOFSL, Company
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Key risks

m Dependence on licensed global brands: AFL’s business model is built around
licensed global brands, like Tommy, CK, Arrow and USPA. This concentration
exposes the company to the terms and continuity of licensing contracts. These
agreements require minimum sales performance, defined marketing
commitments and royalty payouts that typically range between 4% and 5% of
sales. Such obligations limit margin expansion and raise the financial cost of
underperformance. Any disruption, renegotiation or non-renewal of these
contracts would directly affect AFL’s revenue visibility and overall profitability.

m  Import-led supply chain volatility: AFL’s premium assortment depends on
imported merchandise, which creates exposure to global freight volatility,
geopolitical events and currency fluctuations. These factors raise landed costs,
complicate planning cycles and reduce pricing flexibility. The company is
increasing domestic and near-shore sourcing, but this transition requires new
vendor development, adjustment to different lead-time structures and quality
assurance processes. Import dependence remains a material risk for gross
margins, especially in categories where the ability to pass on higher costs is
limited.

m Sales returns and secondary-sales visibility risk: The legacy wholesale
model created limited visibility into secondary sales, which resulted in periodic
channel-stuffing and higher sales returns. The sharp correction during FY21
highlighted the vulnerability of this model when demand weakens. Although AFL
has reduced exposure to primary billing, the issue remains relevant for Arrow
and Flying Machine, where profitability is modest and return cycles can have an
immediate impact on margins. Any renewed inventory imbalance in multi-brand
outlets would adversely affect cash conversion and profit quality.

m Franchisee execution dependence: AFL’s retail footprint is heavily
dependent on franchisees, making store performance sensitive to the operating
capability of external partners. Variability in service quality, merchandising
discipline and adherence to brand standards can weaken brand perception and
reduce customer conversion. The adoption of the consignment model improves
assortment control but increases inventory responsibility for AFL. Rising real-
estate costs and uneven franchisee economics make the success of new store
openings less predictable and add pressure on the scalability of the retail
network.

m  Competitive pressure and unpredictability in fashion: Fashion market is
characterized by rapid trend shifts, aggressive online discounting and strong
competition from global fast-fashion players. Forecasting errors or assortment
mismatches quickly lead to margin pressure and elevated working capital. AFL’s
deliberate focus on full-price sell-through supports profitability but can limit
volume growth in an environment where consumers have become accustomed
to early-season discounts. The shift to a marketplace-led online model improves
pricing control, yet competitive intensity continues to challenge AFL’s ability to
deliver steady and profitable growth.
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Bull and bear cases

Bull case

+** In our bull case, we model a robust performance trajectory with ~14% revenue
CAGR over FY26-28E, broadly in line with the base case, driven by stronger
brand mix and higher full-price sales.

< We anticipate a notable margin expansion, with EBITDA margin improving to
16.6% by FY28E (vs. 15% in the base case), largely led by operating leverage and
superior profitability in the USPA portfolio.

* Consequently, PAT margins (post minority interest) are expected to reach 5.4%
by FY28E (vs. 4.1% in base case), reflecting improved cost absorption and better
working capital efficiency.

«*» Factoring in a premium valuation multiple of 40x Dec’27E EPS (vs. 38x in the
base case) to capture the higher growth visibility and brand momentum, we
derive a bull case TP of INR1,065, implying an upside potential of ~114% from
current levels.

Bear case

< In our bear case, we build in a slower recovery framework, assuming ~10%
revenue CAGR over FY25-28E vs. 13% in the base case, primarily reflecting
muted single-digit growth in USPA and a slower turnaround in Arrow.

<+ Profitability is also expected to moderate, with EBITDA margin at 13.5% (vs. 15%
in the base case), weighed down by weak operating leverage and sluggish mix
improvement.

*» Accordingly, PAT margins (post minority interest) are estimated at 3.6% by
FY28E (vs. 4.1% in the base case).

«» Applying a lower target multiple of 25x Sep’27E EPS (vs. 38x in the base case) to
factor in reduced growth visibility and delayed recovery, we arrive at a bear case
TP of INR393, implying a downside potential of ~21% from current levels.

Exhibit 52: Scenario analysis — Risk-reward appears favorable (INR b)

INRb Bull Base Bear

Scenario Analysis FY26E FY27E FY28E FY26E FY27E FY28E FY26E FY27E FY28E
Revenue 52.4 60.7 68.6 51.6 59.1 65.8 50.5 56.1 61.4
% YoY growth 13 16 13 12 15 11 9 11 9
EBITDA 7.4 9.6 11.4 7.0 8.8 9.9 6.7 7.4 8.3
% Margins 141 15.8 16.6 13.6 14.8 15.0 13.2 13.2 13.5
PAT 2.4 4.1 4.8 2.2 3.1 3.8 2.2 2.9 3.3
% Margins 4.6 6.7 7.0 4.2 5.2 5.8 4.4 5.2 53
PAT(after minority) 1.6 3.0 3.7 1.3 2.1 2.7 1.4 1.8 2.2
% Margins 3.0 5.0 5.4 2.6 3.5 4.1 2.7 33 3.6
Dec’27E P/E (x) 40 38 25

Equity value 142 92 52.4

TP (INR/sh) 1,065 725 393

CMP (INR/sh) 496 496 496

% Return potential 114 46 -21

Source: MOFSL, Company
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e Environment
3!‘1'!'.’“_""__'2 m  AFLis shifting toward cleaner operations with ~20% renewable energy use and a
40% drop in energy consumption YoY.
®  Warehouses are being decarbonized through solar transitions, LED motion
sensors, and IGBC Platinum certification.
B Product sustainability is embedded through recycled polyester, organic cotton,
compostable polybags, and tree-free packaging.
®  100% warehouse waste recycling and EPR compliance reinforce circularity
and responsible material use.

Social

ESG: The Megatrend in Investing ®  Sourcing is structurally inclusive with 77% domestic procurement and 38% from
MSMEs, reinforcing local manufacturing strength and economic participation.

m  All value-chain partners are assessed and trained on ethical, labor, health, and
safety standards, ensuring responsible sourcing integrity.

m  AFL prioritizes employee welfare through flexible work policies, wellness

programs, and digital engagement platforms like “Apna Arvind”, but attrition

remains elevated at 26.4% in FY24, reflecting retention pressure typical of retail.

Governance

B A majority of directors on AFL’s board are independent directors with a clear
separation of Chairman and CEO roles, ensuring strong oversight and strategic
accountability.

B Governance structures are reinforced by a dedicated Risk Management
Committee that explicitly covers ESG, cyber, operational, and financial risks.

B Robust internal controls, unmodified auditor opinion, whistle-blower
mechanisms, and full Board/KMP compliance training underscore AFL’s
commitment to transparency and ethical conduct.
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Key Managerial Personnel

Exhibit 53: Senior Management Team

Leader Role Experience

CEO — U.S. Polo Assn. %

Mr. Amitabh Suri & Flying Machine

Mr. Anand Aiyer CEO — Arrow

Mr. Nitesh Kumar CEO — AFL Digital %
Kanchan (NNNow.com)

CEO — Footwear %

Mr. A Pand L

r. Anurag Pandey Division

Mr. Rajat Arora SVP — Supply Chain

Mr. Lal Sudhakaran Chief Sourcing Officer *

Mr. Mallikarjuna Chief Revenue Officerv
Yarabolu

Mr_. Glrd.har LCInE Chief Financial Officerv
Chitlangia

Chief Human <

Mr. Rohith Kumar A Resources Officer

With over 20 years of experience in lifestyle retail, he previously served as President —
Exclusive Brands at Shoppers Stop. He is an alumnus of Delhi University and NIFT.

Bringing 24 years of fashion retail expertise, he has been CEO of Easybuy (Landmark Group)
and Business Head at Louis Philippe. He holds a degree in Business Administration.

With extensive experience across premium fashion and retail, he has worked at Tommy
Hilfiger, Calvin Klein, and Pantaloons. He is a B.Tech graduate from IIT Delhi.

With 20 years in footwear and retail, he has held leadership roles at Bata, ALDO, and Hush
Puppies. He holds a degree in Business & Retail Management.

With 22 years of supply chain leadership, he has worked at ABFRL, VIP Industries, and Pidilite.
He is an alumnus of NIFT Delhi.

Bringing 29 years of sourcing and product expertise, he has served at FabIndia and ABFRL. He
holds an engineering degree from CET Trivandrum.

With over 20 years across consumer and retail, he has worked at Nestlé, Aditya Birla Group,
and Walmart. He holds an MBA from INSEAD.

With 30 years in finance leadership, he has worked at Coca-Cola, More Retail, and SuperMax.
A Chartered Accountant with executive programs from Harvard and Oxford.

With 16 years in HR, he has worked with Hardcastle Restaurants, Landmark Group, and ABFRL.
He holds an MBA in HR from Alliance Business School.

Exhibit 54: Board of Directors

Source: MOFSL, Company

Name Role Brief Profile

®,
o

MD & CEO

Mrs. Amisha Jain . .
(Executive Director)

®,
o

Chairman (Non-

il LI Executive Director)

Mr. Kulin Sanjay Vice Chairman (Non-

Lalbhai Executive Director)
Mr. Punit Sanjay Non-Executive g
Lalbhai Director

Mr. Suresh Non-Executive %
Jayaraman Director

®,
X3

Mr. Nagesh Pinge  Independent Director )

o,
X3

Mr. Nilesh Shah Independent Director A

o,
o

Mr. Manoj Nakra  Independent Director

o,
X3

Mr. Achal Bakeri Independent Director

o,
o

Ms. Ananya Tripathi Independent Director

o,
o

Mr. Govind

Shrikhande Independent Director

With over 25 years of experience across technology, consumer, and retail sectors, she has led
growth and transformation at Levi Strauss & Co., Zivame, Nike India, McKinsey, and Motorola.
She most recently served as Managing Director & SVP for South Asia, Middle East, Africa, and
Eastern Europe at Levi’s, where she drove high-teens growth and built the brand to #1 in India.
Chairman of Arvind Group, overseeing textiles, engineering, and real estate businesses >USD
1.7 bn. Recognized for leadership in innovation, sustainability, and education. Senior
industrialist with deep governance experience.

Leads digital and consumer initiatives across AFL, SmartSpaces, and telecom. Key driver of
portfolio expansion and digital-first formats. MBA — Harvard Business School; BSc in Electrical
Engineering — Stanford University.

Heads Advanced Materials, Technical Textiles, and ESG at Arvind Ltd., with a focus on
sustainability-led innovation. MBA — INSEAD; Master’s in Environmental Science — Yale
University.

Former MD & CEO of AFL, strengthened operational discipline and turnaround strategy. Earlier
held leadership roles at HUL and MTR Foods. MBA — [IM Bangalore.

Former Chief of Internal Audit, Risk & Ethics at Tata Motors with 35+ years in governance,
compliance, and ethics. Chartered Accountant and Law Graduate.

MD of Kotak AMC with 30+ years in capital markets and asset management. Advises on capital
allocation and shareholder value. Chartered Accountant and Cost Accountant.

Co-founder of SCIP, former CEO of Waterbase and Jashanmal (UAE). Specialist in retail
digitization and scaling consumer businesses. B.Tech — IIT Delhi; MBA — [IM Bangalore; DBA —
Case Western Reserve University.

CMD of Symphony Ltd., built it into the world’s largest air-cooler company. Expert in consumer
product strategy and design-led innovation. MBA — University of Southern California.

MD at Brookfield Real Estate Group; former CEO of WhiteHat Jr. and ex-Director at KKR
Capstone India. Deep experience in digital strategy and operating transformation. MBA — [IM
Kozhikode.

Former MD of Shoppers Stop with 38 years across retail and consumer brands including
Arvind, Bombay Dyeing, and J&J. Expert in retail strategy and brand marketing. B.Text — VJTI;
MBA — Symbiosis Institute of Management.
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Consolidated - Income Statement (INR m)
Y/E March FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Total Income from Operations 36,136 19,119 30,560 40,695 42,591 46,198 51,550 59,128 65,842
Change (%) -55.5 -47.1 59.8 33.2 4.7 8.5 11.6 14.7 11.4
Raw Materials 19,923 11,182 17,098 20,667 20,371 21,495 23,695 26,743 29,590
Employees Cost 3,131 2,047 2,368 2,440 2,601 2,687 3,093 3,548 3,951
Other Expenses 10,505 5,906 9,293 13,358 14,514 15,997 17,749 20,082 22,422
Total Expenditure 33,558 19,135 28,759 36,465 37,486 40,178 44,537 50,373 55,962
% of Sales 92.9 100.1 94.1 89.6 88.0 87.0 86.4 85.2 85.0
EBITDA 2,578 -16 1,802 4,230 5,105 6,020 7,014 8,755 9,880
Margin (%) 7.1 -0.1 5.9 10.4 12.0 13.0 13.6 14.8 15.0
Pre-IND AS EBITDA 3,104 -611 773 2,430 3,143 3,672 4,363 5,975 6,800
Margin (%) 8.6 -3.2 2.5 6.0 7.4 7.9 8.5 10.1 10.3
Depreciation 4,207 2,378 2,330 2,031 2,301 2,557 2,789 3,444 3,667
EBIT -1,629 -2,394 -528 2,199 2,805 3,463 4,225 5,311 6,213
Int. and Finance Charges 2,736 1,803 1,239 1,210 1,442 1,558 1,353 1,374 1,486
Other Income 598 1,087 669 503 337 346 215 197 362
PBT bef. EO Exp. -3,766 -3,110 -1,099 1,493 1,700 2,251 3,087 4,134 5,089
EO Items/Share of Associates -607 -452 0 0 -62 -1,047 - - -
PBT after EO Exp. -4,373 -3,562 -1,099 1,493 1,638 1,204 3,087 4,134 5,089
Total Tax -774 419 -58 401 573 860 905 1,042 1,282
Tax Rate (%) 17.7 -11.8 5.3 26.8 349 71.4 29.3 25.2 25.2
Reported PAT -3,599 -3,980 -1,041 1,093 1,066 344 2,182 3,092 3,806
PAT (after minority) -2,825 -4,399 -983 692 501 -356 1,316 2,081 2,715
Change (%) NA 12.1 -70.1 -205.0 1.2 -41.8 -470.0 58.2 30.5
Margin (%) -8.6 -18.2 3.4 2.7 2.6 1.4 2.6 35 4.1

Source: MOFSL, Company

Consolidated - Balance Sheet

Y/E March FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Equity Share Capital 235 424 530 531 532 533 533 533 533
Minority Interest 889 694 1,002 1,826 1,891 2,074 2,178 2,286 2,479
Total Reserves 5,750 4,796 6,973 8,565 9,501 9,038 9,959 11,416 13,317
Net Worth 6,874 5,914 8,504 10,922 11,924 11,645 12,671 14,236 16,329
Total Loans 12,104 9,034 4,607 5,569 4,463 3,896 3,156 3,600 4,036

Lease Liability 9,183 8,119 4,560 6,673 6,818 7,672 9,406 11,395 12,169
Other long Term Liabilities 989 2,304 2,535 1,376 1,480 1,417 1,417 1,417 1,417
Capital Employed 29,150 25,370 20,207 24,540 24,684 24,629 26,649 30,647 33,951
Gross Block 8,289 8,751 5,160 5,354 5,154 5,941 6,841 7,841 8,941

Less: Accum. Deprn. 4,188 5,646 2,914 3,191 2,800 3,149 3,820 4,591 5,472
Net Fixed Assets 4,101 3,105 2,245 2,163 2,353 2,791 3,020 3,250 3,469

Right to use Assets 7,337 6,645 3,879 6,080 6,252 6,920 7,570 7,924 7,119
Capital WIP 14 4 0 21 39 11 11 11 11
Total Investments 7,449 6,699 6,145 5,686 5,553 4,076 4,076 4,076 4,076
Curr. Assets, Loans&Adv. 25,611 20,559 20,360 22,771 21,872 24,293 25,390 30,776 36,414
Inventory 13,058 8,796 8,308 9,819 9,094 10,801 11,083 12,648 14,175
Account Receivables 7,814 6,553 5,717 5,595 6,468 7,294 7,768 8,910 9,921
Cash and Bank Balance 116 189 1,050 2,003 1,680 1,647 1,438 3,371 5,807
Loans and Advances 4,623 5,022 5,285 5,353 4,630 4,551 5,100 5,847 6,510
Curr. Liability & Prov. 15,363 11,642 12,422 12,180 11,385 13,462 13,417 15,389 17,137
Account Payables 13,253 9,598 10,479 10,195 9,363 11,720 11,299 12,959 14,431
Other Current Liabilities 2,110 2,044 1,943 1,985 2,022 1,743 2,119 2,430 2,706
Net Current Assets 10,248 8,917 7,937 10,591 10,487 10,830 11,972 15,387 19,277
Appl. of Funds 29,150 25,370 20,207 24,540 24,684 24,629 26,650 30,648 33,952

Source: MOFSL, Company
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Ratios

Y/E March FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Basic (INR)

EPS (post minority) -23.3 -26.1 -7.8 8.2 8.3 4.8 9.9 15.6 20.4
Cash EPS 18.9 -10.3 9.7 23.5 25.6 24.1 30.9 41.6 48.0
BV/Share 117.1 55.8 64.2 82.2 89.7 87.6 95.3 107.1 122.8
DPS 0.0 0.0 0.0 1.0 1.3 1.6 3.0 4.7 6.1
Payout (%) 0.0 0.0 0.0 12.2 15.6 62.0 18.1 20.2 21.4
Valuation (x)

P/E -23.6 -4.7 -27.9 36.3 44.0 103.1 50.2 31.8 24.3
Cash P/E 29.1 -11.7 22.4 12.7 14.3 20.7 16.1 11.9 10.3
P/BV 4.7 2.2 3.4 3.6 4.1 5.7 5.2 4.6 4.0
EV/Sales 1.2 1.1 1.1 1.1 1.2 1.5 13 1.1 1.0
EV/EBITDA 17.1 NA 18.0 10.2 10.1 11.4 9.7 7.6 6.5
Dividend Yield (%) 0.0 0.0 0.0 0.3 0.3 0.3 0.6 0.9 1.2
FCF per share 28.5 26.8 40.0 25.1 30.1 31.1 28.9 39.3 45.3
Return Ratios (%)

RoE NA NA NA 11.2 9.3 2.9 17.9 23.0 24.9
RoCE NA NA NA 13.3 16.7 17.8 22.5 29.9 31.6
RolC NA NA NA 8.6 10.7 12.2 16.8 24.6 27.8
Working Capital Ratios

Fixed Asset Turnover (x) 4.4 2.2 5.9 7.6 8.3 7.8 7.5 7.5 7.4
Asset Turnover (x) 1.2 0.8 1.5 1.7 1.7 1.9 1.9 1.9 1.9
Inventory (Days) 132 168 99 88 78 85 78 78 79
Debtor (Days) 79 125 68 50 55 58 55 55 55
Creditor (Days) 134 183 125 91 80 93 80 80 80
Leverage Ratio (x)

Current Ratio 1.7 1.8 1.6 1.9 1.9 1.8 1.9 2.0 21
Interest Cover Ratio -0.6 -1.3 -0.4 1.8 1.9 2.2 3.1 3.9 4.2
Net Debt/Equity 1.7 1.5 0.4 0.3 0.2 0.2 0.1 0.0 -0.1

Source: MOFSL, Company

Consolidated - Cash Flow Statement

Y/E March FY20 Fy21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
OP/(Loss) before Tax (4,373) (3,562) (1,099) 1,493 1,638 2,251 3,087 4,134 5,089
Depreciation 4,375 3,341 2,609 2,387 2,492 2,557 2,789 3,444 3,667
Interest & Finance Charges 2,891 2,357 1,369 1,384 1,519 1,558 1,353 1,374 1,486
Direct Taxes Paid (112) 112 (118) (433) (627) (433) (905) (1,042) (1,282)
(Inc)/Dec in WC 213 1,078 2,435 (955) (31) (613) (1,351) (1,481) (1,454)
CF from Operations 2,994 3,326 5,197 3,876 4,992 5,320 4,973 6,429 7,505
Others (26) (24) (70) (157) (163) (215) (215) (197) (362)
CF from Operating incl EO 2,968 3,302 5,127 3,719 4,829 5,105 4,758 6,232 7,143
(Inc)/Decin FA (1,298) (464) 166 (380) (823) (958) (900) (1,000) (1,100)
Free Cash Flow 1,670 2,838 5,293 3,339 4,006 4,147 3,858 5,232 6,043
(Pur)/Sale of Investments 26 24 70 140 1,102 - 215 197 362
Others -2 -48 -321 -65 18 160 - - -
CF from Investments -1,274 -488 -85 -305 297 -798 -685 -803 -738
Issue of Shares 8 4,993 4,948 54 23 53 - - -
Inc/(Dec) in Debt 4,181 -2,990 -4,413 959 -1,316 -761 -740 444 436
Interest Paid -3,753 -3,211 -1,371 -1,438 -1,417 -1,566 -1,353 -1,374 -1,486
Dividend Paid 0 0 0 0 -133 -167 -395 -624 -815
Others -1,289 2,336 -1,256 -1,552 -2,070 -2,119 -1,794 -1,943 -2,104
CF from Fin. Activity -853 1,128 -2,092 -1,977 -4,912 -4,560 -4,282 -3,496 -3,969
Inc/Dec of Cash 841 3,942 2,950 1,438 214 -253 -209 1,933 2,436

Source: MOFSL, Company

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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