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Avenue Supermarts

Consumer Staples & Discretionary

Execution intact, yields compressed

Avenue Supermarts (DMART) delivered strong revenue growth (+19% YoY) in Q4FY26, pushing past the 500-store
milestone in FY26, which indicates encouraging execution on the capex front. While EBITDA margin expanded 37bps
YoY to 7.2%, our channel checks and underlying operating metrics indicate DMART is working very hard for incremental
growth. In our opinion, the risk-reward dynamics are shifting as the company absorbs higher debt and heavier
inventory to sustain growth, translating to return ratio compression. Until we see a definitive structural shift in the
margin mix (GM&A recovery) and a stabilisation of store-level throughput, we view current valuations as fully pricing
in the long-term execution narrative. We remain cautious on the stock's ability to drive significant near-term

outperformance. Maintain HOLD.

Growth largely via capex, not productivity

DMART reported Q4FY26 standalone revenue/EBITDA/PAT growth of
~19%/~26%/~17% YoY, led by LFL growth and retail expansion. LFL growth
accelerated to 10.8% (vs. 8.1% in Q4FY25). However, we discount this
acceleration as management cited a temporary consumer-buying spike in
March triggered by geopolitical tensions. Calculated sales/sq.ft. in Q4FY26
declined 1% YoY to INR 35,433, suggesting that growth is largely reliant on
aggressive store expansion rather than store-level productivity.

Margins rebound; mix remains a constraint

Q4FY26 EBITDA grew 25.5% YoY to INR 12.3bn, with margins expanding to
7.2% (+37 bps YoY). This growth was largely driven by operating leverage on
an inflated revenue base. Although gross margin expanded 30bps YoY to
13.8% in Q4FY26, on a full-year basis, the anticipated value unlocking from an
improved product mix has not materialised. The General Merchandise &
Apparel (GM&A) share remained almost flat at 22.28% in FY26, as the basket
remains heavily indexed to lower-margin Foods (57.90% vs. 57.73% in FY25).
We believe that without a sustained recovery in the high-margin apparel
segment, structural gross margin expansion remains capped. While DMART
is capturing the Kirana trade shift, it faces competition in margin-accretive
discretionary categories. Additionally, cost pressures remain high, with
elevated employee and operating expenses reflecting wage inflation, logistics
and energy costs.

Financial Summary

Y/E March (INR mn) FY25A FY26A FY27E FY28E
Net Revenue 5,77,898 6,69,680 8,05,018 9,42,853
EBITDA 45,427 52,552 62,594 74,737
EBITDA Margin (%) 7.9 7.8 7.8 7.9
Net Profit 29,272 32,239 38,907 47,272
EPS (INR) 45.0 49.4 59.7 72,5
EPS % Chg YoY 8.6 2.9 20.7 215
P/E () 101.9 92.7 76.8 63.2
EV/EBITDA (x) 65.5 56.7 47.6 39.8
RoCE (%) 13.7 13.2 13.7 14.5
RoE (%) 14.1 135 14.2 14.9
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Market Data

Market Cap (INR) 2,991bn
Market Cap (USD) 31,480mn
Bloomberg Code DMART IN
Reuters Code AVEU BO
52-week Range (INR) 4,950 /3,529
Free Float (%) 23.0
ADTV-3M (mn) (USD) 26.6
Price Performance (%) 3m 6m 12m

Absolute
Relative to Sensex

243 104 9.2
30.8 188 133

ESG Score 2024 2025 Change
ESG score 69.2 70.0 0.8
Environment 53.0 49.2 (3.8)
Social 71.8 74.2 2.4
Governance 78.7 81.8 3.1

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, |-sec research

Earnings Revisions (%) FY27E FY28E
Revenue (1.6) (0.2)
EBITDA (3.7) 0.6
EPS (5.9) 0.7

Previous Reports

12-01-2026: Q3FY26 results review
12-10-2025: Q2FY26 results review

Please refer to important disclosures at the end of this report
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Massive store roll-out masks throughput weakness in FY26

DMART added 58 stores in Q4FY26, ending the year at 500 stores (+85 YoY). While
this expansion drove net revenue, sales throughput contracted ~1.0% YoY to INR
35,433. Growth is increasingly reliant on aggressive retail expansion into tier-2/3
micro-markets rather than store-level productivity. DMART Ready continues its
rationalisation phase, discontinuing operations in one city to focus exclusively on 18
key metros. The business has renewed its focus on home delivery as the preferred
channel, indicating a defensive pivot to protect urban market share against heavily
funded quick-commerce peers. We believe DMART Ready remains a calibrated,
defensive extension rather than a primary growth lever. Furthermore, we factor in
limited near-term torque from the digital channel as management rightly prioritises
unit economics over cash burn.

Return ratios compressed, near-term growth now a key monitorable
We highlight a deterioration in the return profile for DMART in FY26. Reported RoCE
contracted by 70bps to 17.1% (vs. 17.8% in FY25), while RoE slipped to 13.5% (vs.
14.1% in FY25). In our opinion, the aggressive store expansion has bloated the balance
sheet, stretching the inventory days. Reported inventory days stretched to 33.2 days
(up from 31.4 days in FY25), dragging inventory turnover down to 12.8x (vs. 13.6x in
FY25). To fund this expansion, total debt spiked to ~INR 22.7bn in FY26, pushing the
debt/equity ratio to 0.09x (up from 0.03x in FY25). Fixed asset turnover concurrently
moderated to 3.2x (vs. 3.4x in FY25).

We believe the near-term growth acceleration may be a key monitorable given the
continued competition in value retail and quick commerce. The EDLC-EDLP moat
remains intact, but the capital intensity required to maintain current growth velocity is
rising sharply. The combination of falling throughput and stretched inventory days
presents a near-term headwind to earnings compounding.

Valuation and risks

We cut our revenue estimates by 1.6%/0.1%, modelling revenue/EBITDA/PAT CAGR
of 18.7%/19.3%/21.1% over FY26-28E. Maintain HOLD with a DCF-based revised
target price of INR 4,350 (INR 4,250 earlier).

Key upside risks: a) Significant improvement in the recovery of general merchandise
and apparel, and b) lower competitive intensity from quick commerce. Key downside
risk: Lower-than-expected retail expansion.

India | Institutional Equity Research
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Exhibit 1: Q4FY26 result review (standalone)

INR mn Q4FY26 Q4FY25 YoY (%) Q3FY26 QoQ (%) FY26 FY25 YoY (%)
Store count (nos) 500 415 17.0% 442 11.6% 500 415 17.0%
Net Revenues 172,045 144,624 19.0 176,126 (2.3) 669,680 577,898 15.9
COGS (148,346) (125,142) 18.5 (150,477) (1.4) (573,911) (496,163) 15.7
Gross Profit 23,699 19,482 21.6 25,649 (7.6) 95,769 81,735 17.2
Staff cost (3,691) (2,679) 37.8 (3,504) 5.3 (13,524) (10,133) 335
Other opex (7,697) (6,989) 10.1 (7,338) 4.9 (29,693) (26,175) 134
Total expenditure (159,733) (134,810) 18,5 (161,319) (1.0 (617,128) (532,471) 15.9
EBITDA 12,312 9,814 25.5 14,808 (16.9) 52,552 45,427 15.7
Other income 307 391 (21.5) 303 14 1,280 1,740 (26.4)
Finance cost (377) (160) 135.6 (338) 115 (1,299) (578) 125.0
D&A (2,561) (2,160) 185 (2,409) 6.3 (9,348) (7,758) 20.5
PBT 9,681 7,885 22.8 12,363 (21.7) 43,185 38,832 11.2
Tax (2,435) (1,688) 44.3 (3,133) (22.3) (10,946) (9,560) 145
Adj. PAT 7,246 6,197 16.9 9,231 (21.5) 32,239 29,272 10.1
EPS 11.1 9.5 16.9 14.2 (21.5) 49.5 45.0 10.1
% of revenues
COGS 86.2 86.5 -31 bps 85.4 78 bps 85.7 85.9 -16 bps
Gross margin 13.8 135 30 bps 14.6 -79 bps 14.3 14.1 15 bps
Staff cost 2.1 19 29 bps 2.0 15 bps 2.0 1.8 26 bps
Other opex 4.5 4.8 -36 bps 4.2 30 bps 4.4 4.5 -10 bps
EBITDA margin 7.2 6.8 37 bps 8.4 -126 bps 7.8 7.9 -2 bps
Income tax rate (% of PBT) 25.2 21.4 374 bps 25.3 -19 bps 253 24.6 72 bps

Source: Company data, I-Sec research
Exhibit 2: Q4FY26 subsidiary performance

INR mn Q4FY26 Q4FY25 YoY (%) Q3FY26 QoQ (%) FY26 FY25 YoY (%)
Net revenues 4,794 4,095 17 4,883 (2) 18,527 15,682 18
Gross Profit 2,033 1,579 29 2,048 (1) 7,841 6,328 24
EBITDA (206) (263) (22) (174) 19 (686) (554) 24
PBT (639) (682) (6) (611) 5 (2,369) (2,105) 13
Adj. PAT (682) (689) (1) (673) 1 (2,541) (2,197) 16
% of revenues
Gross margin 42.4 38.6 385 bps 42.0 46 bps 42.3 40.4 196 bps
EBITDA margin -4.3 -6.4 212 bps -3.6 -75 bps -3.7 -35 -18 bps

Source: Company data,
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Exhibit 10: Staff cost as a % of sales

Exhibit 9: EBITDA margin
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Exhibit 12: Price chart

Exhibit 11: Shareholding pattern
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Financial Summary

Exhibit 13: Profit & Loss
(INR mn, year ending March)

Exhibit 16: Cashflow statement
(INR mn, year ending March)

FY25A FY26A FY27E FY28E
Net Sales 5,77,898 6,69,680 8,05,018 9,42,853
Operating Expenses 36,308 43,217 52,530 61,041
EBITDA 45,427 52,5652 62,594 74,737
EBITDA Margin (%) 7.9 7.8 7.8 7.9
Depreciation & Amortization 7,758 9,348 10,697 11,824
EBIT 37,669 43,204 51,897 62,913
Interest expenditure 578 1,299 1,355 1,335
Other Non-operating 1740 1280 1472 1619
Income
Recurring PBT 38,832 43,185 52,015 63,198
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 9,660 10,946 13,108 15,926
PAT 29,272 32,239 38,907 47,272
Less: Minority Interest - - - -
Extraordinaries (Net) - - - -
Net Income (Reported) 29,272 32,239 38,907 47,272
Net Income (Adjusted) 29,272 32,239 38,907 47,272
Source Company data, I-Sec research
Exhibit 14: Balance sheet
(INR mn, year ending March)
FY25A FY26A FY27E FY28E
Total Current Assets 54,853 62,530 74,064 87,948
of which cash & cash eqv. 3,313 2,656 2,200 3,909
Total Current Liabilities & 18534 23930 28656 33433
Provisions
Net Current Assets 36,319 38,600 45,408 54,514
Investments 13,277 16,578 16,578 16,578
Net Fixed Assets 141,210 1,73,687 201,172 235,167
ROU Assets 15,994 22,000 22,000 22,000
Capital Work-in-Progress 10,905 12,842 12,842 12,842
Total Intangible Assets - - - -
Long Term Loans & 12515 15245 18326 21,464
Advances
Deferred Tax assets - - - -
Total Assets 2,30,380 2,79,113 3,16,520 3,62,792
Liabilities
Borrowings - 9,653 8,153 7,153
Deferred Tax Liability 1,152 1,245 1,245 1,245
Provisions - - - -
Other Liabilities - - - -
Equity Share Capital 6,507 6,520 6,520 6,520
Reserves & Surplus 2,15,794 2,48676 2,87,583 3,34,855
Total Net Worth 2,22,302 2,555,196 2,94,103 3,41,375
Minority Interest - - - -
Total Liabilities 2,30,380 2,79,113 3,16,520 3,62,792
Source Company data, I-Sec research
Exhibit 15: Quarterly trend
(INR mn, year ending March)
Jun 25 Sep 25 Dec 25 Mar 26
Net Sales 159,321 162,188 176,126 172,045
% growth (YOY) 16.2 154 13.2 19.0
EBITDA 13,133 12,300 14,808 12,312
Margin % 8.2 7.6 8.4 7.2
Other Income 341 329 303 307
Extraordinaries - - - -
Adjusted Net Profit 8,297 7,465 9,231 7,246

FY25A FY26A FY27E FY28E

Operating Cashflow 25,973 36,123 39,109 48,242
Working Capital Changes (3,402) 3,472 202 970
Capital Commitments (36,366) (43,774) (38,182) (45,818)
Free Cashflow (10,393) (7,651) 927 2,424
Other investing cashflow 13,144 (477) 1,437 1,577
Cashflow from Investing
Activities (23,222) (44,251) (36,745) (44,241)
Issue of Share Capital - 374 - -
Interest Cost (17) (199) (1,355) (1,335)
Inc (Dec) in Borrowings - 5,850 (1,500) (1,000)
Dividend paid - - - -
Others - - - -
Cash flow from Financing
Activities (2,038) 3,504 (2,855) (2,335)
Chg. in Cash & Bank 713 (4,624) (491) 1,666
balance
Closing cash & balance 4,026 (1,968) 1,709 5,575

Source Company data, I-Sec research

Exhibit 17: Key ratios

(Year ending March)

FY25A FY26A FY27E FY28E

Per Share Data (INR)
Reported EPS 45.0 49.4 59.7 725
Adjusted EPS (Diluted) 45.0 49.4 59.7 725
Cash EPS 56.9 63.8 76.1 90.6
Dividend per share (DPS) - - - -
Book Value per share (BV) 3416 3914 451.1 523.6
Dividend Payout (%) - - - -
Growth (%)
Net Sales 16.7 15.9 20.2 17.1
EBITDA 10.8 15.7 19.1 19.4
EPS (INR) 8.6 9.9 20.7 215
Valuation Ratios (x)
P/E 101.9 92.7 76.8 63.2
P/CEPS 80.6 719 60.3 50.6
P/BV 134 11.7 10.2 8.8
EV/EBITDA 65.5 56.7 47.6 39.8
P/ Sales 5.2 45 3.7 3.2
Dividend Yield (%) - - - -
Operating Ratios
Gross Profit Margins (%) 14.1 14.3 14.3 14.4
EBITDA Margins (%) 7.9 7.8 7.8 7.9
Effective Tax Rate (%) 24.6 253 252 252
Net Profit Margins (%) 5.1 4.8 4.8 5.0
Net Debt / Equity (x) (0.1) 0.0 0.0 0.0
Net Debt / EBITDA (x) (0.4) (0.2) (0.2) (0.2)
Fixed Asset Turnover (x) 3.8 35 35 35
Working Capital Days 22 21 21 21
Inventory Turnover Days 35 35 36 36
Receivables Days 3 2 2 2
Payables Days 7 8 8 8
Profitability Ratios
RoCE (%) 13.7 13.2 13.7 145
RoE (%) 14.1 135 14.2 14.9
RoIC (%) 14.3 13.6 14.1 14.8

Source Company data, I-Sec research

Source Company data, I-Sec research
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