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Change in Estimates v User-led Growth Remains Intact; Margin Recovery Underway

Target Price Change X

Recommendation v Q4FY26 results reinforce our constructive medium-term view on Meesho, with
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MEESHO IN EQUITY

user-led scale-up and continued expansion of the seller ecosystem driving strong
underlying growth. Management has indicated that the logistics inefficiencies
seen last year have largely been resolved, with ~4.0% expected to serve as

Face Value (INR) 1.0 ? I . -
52-week High/Low (INR) 126/255 Fhe basellne. contrllbutllon margin, going forward. We expect a gradgal
Mkt Cap (Bn) INR 898.6/ $9.5 !mprovement in con.trlbutlon margin, supported by gpenjatlng Ie_verage from prior
Shares ofs (Mn) 47429 investments, alongside steady progress in ad monetisation. While key operating
3M Avg. Daily Volume 159,37,906  Mmetrics—user growth, seller additions, order frequency, and GMV-to-NMV
: : conversion—have improved meaningfully, this has yet to translate into a
Change in Estimates q o e . n q
FY27E FY28E material uplift in ad monetization, which is expected to remain gradual.
INR Bn New OIld Dev.(%) New Old Dev.(%) Moreover, with most near-term positives largely priced in, we see limited upside
Revenues 1711 166.0 3.1 2240 2165 35 from current levels. Accordingly, we cut our FY27E and FY28E EBITDA
EBITDA (35) 0.1 (3,677.1) 1.3 42 (69.0) estimates and downgrade the stock to ADD, while maintaining our Target
EBITDAM % (2.1) 0.1/(213) bps 0.6 1.9 136 bps Price of INR 210, based on 4.0x FY28E EV/Revenue with a three-stage DCF
EPS 00 07 (96.1) 13 17 (275  performed purely as a sanity check.
Actual vs CIE Estimates ; . ;
INR Bn QAFY26A CIE Est. Dev.oi Revenue & EBITDA largely in-Line; Strong Growth in NMV
Revenue 35.3 36.1 (2.3) * Meesho reported Q4FY26 revenue of INR 35,312 Mn (vs CIE est. INR 36,145
EBITDA (2.5) (2.8) (7.4) Mn), up 0.4% QoQ and 47.1% YoY driven by 42.6% YoY growth in Net
EBITDAM % (7.2) (7.6) 40 bps Merchandise Value (NMV). For FY26, revenues stood at INR 126,263 Mn, up
PAT (1.7) (1.5) 12.4 34.5% YoY (vs CIE est. INR 127,097 Mn)
Key Financials + EBITDA came in at INR -2,548 Mn (vs CIE est. at INR -2,753 Mn) while
INR Bn FY25 FY26 FY27E FY28E FY29E EBITDA margin came in at -7.2% (vs CIE est at -7.6%), improving by 240 bps
Revenue 939 126.3 1711 2240 299.4 YoY. For FY26, EBITDA stood at INR -14,871 Mn (vs CIE est. INR -15,076
YoY (%) 233 345 355 309 337 Mn).
EBITDA -5.8 -14.9 -3.5 1.3 12.0 *  PAT came in at INR -1,663 Mn (vs CIE est. at INR -1,480 Mn), while PAT
EBITDAM % 62 -11.8 2.1 0.6 4.0 margin came in at -4.7%.
Adj PAT -394 -136 0.1 55 16.0  User-led Scale-up drives NMV Growth; Ad Monetisation in Focus
EPS (INR) -10.0 3.1 0.0 13 37 Meesho reported a strong Q4FY26 operating performance, with Annual
ROE % 2727 -31.0 0.2 89 189  Transacting Users (ATU) scaling up to 264 Mn (+33% YoY), reinforcing its
ROCE % -110.0  -38.7 -9.3 -1.9 7.6 position as India’s largest E-commerce platform by user base. Placed orders grew
Shareholding Pattern (%) 4_3_.1% YoY, while order frequency improved to 10.1x in this quarter, indicating
Dec-25 Mar-26 rising user engagement. NMV increased ~43% YoY to INR 113.7 Bn, while the
Promoters 16.76 16,57 GMV-to-NMV conversion ratio improved to 60.0% (vs. 58.0% last year). User
Flls 4.31 4.17  addition remains the primary growth lever in the medium term, while the order
Dlls 5.28 556 frequency is expected to improve gradually as cohorts mature and platform
Public 73.66 73.70  stickiness strengthens. Monetization of advertising remains a key focus area,
Relati o with over two-thirds of sellers (by GMV) now actively leveraging the
elative Performance (%) s .
NTD o platform, providing a strong base for scaling up ad revenues.
BSE 200 26) Contribution Margin Recovers as Valmo & Logistics Efficiency Scale Up:
MEESHO 155 Contribution margin recovered to 4.0% of NMV in Q4FY26 (vs. 2.3% in
Q3FY26), as logistics headwinds from earlier in the year, primarily driven by
140 - third-party consolidation have largely been resolved. Valmo now handles 50—
130 - 55% of deliveries, with no fixed insourcing target; the company optimizes for cost-
120 4 efficient lanes, using Valmo to benchmark costs and drive pricing discipline
10 1 among 3PLs. Management emphasized that, going forward, the delta of

100 W
90

80 1 expect Meesho to achieve EBITDA breakeven by H2FY28E, supported by
70 T T T T T logistics normalisation and steady progress in ad monetisation.
& & 8 & S & . '
P g 2 5 5 5 1 Q4FY26___Q3FY26_QoQ |
e N - = h = Revenues (INR Mn) 35,312 35,176 0.4 24,000 471
Meesho ——BSE200 EBITDA (INR Mn) (2,548) (5389)  (52.7)  (2,308) 10.4
Kunal Bajaj EBITDA Margin (%) (7.2) (15.3). 810 bps (9.6) (25) bps
Email: kunal.bajaj@choiceindia.com Depreciation 186 109 70.7 45 312.4
Ph: +91 22 6707 9901 Other income 1,158 788 46.9 1,266 (8.6)
Avi Jhaveri Interest (24) (39) (38.9) (15) 59.3
Email: avi.jhaveri@choiceindia.com PBT (1,601) (4,786) (66.6) (13,949) (88.5)
Ph: +91 22 6707 9901 Tax 63 120 (48.0) (35) (276.4)
PAT (INR Mn) (1,663) (4,906) (66.1) (13,914) (88.0)
Meesho Q3FY26 Result Update EPS (INR) (0.4) (1.1) (68.4) (3.4) (89.4)
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improvement in contribution margin will be gradual from current levels and would
primarily be driven by monetisation of ads revenue and logistics efficiency.
Factoring in a ~4.0% contribution margin as the new baseline, we now

Source: MEESHO, Choice Institutional Equities
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Neutral  sourcing  prioritises  lowest-cost
logistics providers per lane, not fixed mix.

Company recovered from FY26
disruptions caused by capacity issues.

logistics
Plans automation in sorting centers to boost
middle-mile efficiency further.

ROl-based marketing and Al tools lowered
CAC, improved rural user conversion.

Meesho Mall targets mass India, investing
now with lower margin.

Margin improving via logistics optimisation,
shift to prepaid, growing ad revenues.

Management Call — Highlights

Logistics and Valmo Strategy

Neutral Sourcing: Management does not have a fixed goal for the
mix between internal (Valmo) and third-party logistics. Instead, it
prioritises the most cost-efficient provider for every specific lane to
keep products affordable for customers

Operational Recovery: The company has moved past transient
logistics headwinds experienced in Q2 and Q3 of FY26, which were
caused by capacity disruption and CPL consolidation

Future Automation: Meesho plans to introduce state-of-the-art
automation at its sorting centers in the next few years to further drive
middle-mile efficiency

User Acquisition and Engagement

ROIl-driven Marketing: Advertising spend is decided on the basis of
return on investment (ROI) threshold rather than a fixed budget

Rural Success: Investments in technology and Al (such as the Vani
voice agent) have helped lower the Customer Acquisition Cost (CAC)
and successfully convert more rural customers

Increased Frequency: Counterintuitively, even as Meesho expands
into deeper parts of India, first-year user frequency has doubled in the
last 3 years due to better pricing and relevance algorithms

Meesho Mall and Brand Strategy

Focus on ‘Mass India’: Unlike traditional premium-focused malls,
Meesho Mall targets anyone seeking value, focussing on national and
regional brands for the billion people who lack access through
traditional distribution networks

Investment Phase: Currently, Meesho Mall is at an investment
stage, meaning, its contribution margin is lower than the main
marketplace as the company focusses on onboarding brands and
selection

Financial Trajectory and Monetisation

Margin Improvement: There was a sequential 170 bps improvement
in contribution margin, largely driven by logistics optimisation

Shift to Prepaid: Management is actively pushing a move from Cash
on Delivery (COD) to prepaid transactions, which improves the cost
structure by reducing handling charges and improving delivery rates

Ad Revenue Growth: Ad revenue is on an upward trajectory with
high Return on Ad Spend (ROAS). The current focus is on activating
more sellers as advertisers rather than aggressive price increases

Profitability Outlook: While specific EBITDA guidance was not
provided, the management noted that Free Cash Flow (FCF) is
expected to continue improving on a quarterly basis

Meesho Limited will invest INR 1 Bn in its subsidiary, Meesho
Payments Private Limited (MPPL), a Lending Service Provider (LSP),
to strengthen its operational and regulatory capabilities and support
future growth.
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Sequential Operating Performance %

1QFY26; 2QFY26] 3QFY26! é

Income Statement §

Revenues (INR Mn) 57,345 76,151 93,899  1,26,263 25,039 30,737 35,176 35,312 g
Gross Profit (INR Mn) 50,063 68,574 85,417 1,17,142 22,966 28,359 32,824 32,992
Gross Margin (%) 87.3 90.1 91.0 92.8 91.7 92.3 93.3 93.4
EBITDA (INR Mn) -18,037. -4,941 -5,785 -14,871 -2,644 -4,291 -5,389 -2,548
EBITDA Margin (%) -0.3 -0.1 -0.1 -11.8 -10.6 -14.0 -15.3 7.2
PAT (INR Mn) -16,719 -3,276 -39,417 -13,577 -2,894 -4,114 -4,906 -1,663
EPS (INR) 4.4 -0.9 -10.0 -3.1 -11.6 -13.4 -13.9 4.7

Operating Metrics

INR Mn

Gross Merchandise Value (GMV) 344,910 400,380 503,120  7,07,090 151,340 183,490 182,850  1,89,410
Net Merchandise Value (NMV) 192,330 232,410 299,880  4,15,600 86,790 105,150 109,950  1,13,710
Contribution Margin (%) 29 5.6 4.9 3.5 4.4 3.3 23 4.0
Revenue Mix: Segments (%)

Marketplace 100.0 100.0 100.0 99.9 99.9 99.9 99.9 99.8
New initiatives 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Placed orders (Mn) 1024 1342 1834 2668 562 699 690 717
Average Order Value (INR) 337 298 274 265 269 262 265 264
Order Frequency (x) 7.5 8.6 9.2 10.1 9.5 9.7 9.8 10.1
Shipped Orders (Mn) 867 1146 1588 NA 477 601 0 0
Return orders (Mn) 120 90 64 NA 37 NA NA NA
CoD orders as % of Shipped Orders 89 85 77 NA 75 NA NA NA
Prepaid orders as % of Shipped Orders 11 15 23 NA 25 NA NA NA
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
CoD orders success rate (%) 77 79 78 NA 76 NA NA NA
Prepaid orders success rate (%) 97 98 97 NA 96 NA NA NA
Shipped Order through Valmo (%) 2 20 48 NA 62 67 60 NA
c?glli’\)lz‘:;c?)lgﬁgsnit;o(%/g;] oxpress parcel 98 80 52 NA 38 33 40 NA
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Annual Transacting Users (ATU) 136 156 199 264 213 234 251 264
Annual Transacting Sellers (ATS) 449,966 423,749 513,757 NA 575,465 706,471 846,000 961,000
Total Headcount 1,710 1,326 1,656 NA 2,009 NA NA NA

Source: MEESHO, Choice Institutional Equities
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Revenue grew 0.4% QoQ Revenue Expected to Expand at 33.3% CAGR over FY26-29E 2
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GMV is anticipated to expand at a CAGR of 28.3% over FY26-29E = GMV to NMV ratio is expected to improve gradually 2
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NMV is expected to expand at a CAGR of 30.7% over FY26-29E Contribution Margin expected to improve as Valmo Mix Scales
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Income Statement (Consolidated in INR Mn)

Particulars ! FY25 FY26 FY27E  FY28E  FY29
Revenue 93,899 1,26,263 1,71,140 223,966  2,99,371
Gross profit 85,417 1,17,142 1,58,912 2,08,379 2,79,254
EBITDA -5,785  -14,871 -3,546 1,300 11,988
Depreciation 340 468 2,714 2,872 3,099
EBIT 6,125  -15,340 -6,260 -1,572 8,889
Other Income 5,110 4,747 6,503 8,959 12,574
Interest Expenses -69 -90 -88 -88 -88
PAT -39,417. 13,577 116 5,460 15,988
EPS -10.0 -3.1 0.0 1.3 37
Ratio Analysis | FY25 FY26 FY27E FY28E FY29E
Growth Ratios (%)

Revenue 233 345 35.5 30.9 33.7
EBITDA - - -123.8  -136.7 822.4
EBIT - - - 1251 -665.4
PAT - - -99.11  4,590.4 192.8
EPS - N - - .
Margins (%)

EBITDA 62 -11.8 2.1 0.6 4.0
EBIT 6.5  -12.1 3.7 0.7 3.0
Profitability (%)

ROE 2727 -31.0 0.2 8.9 18.9
ROIC -133.4.  -739 -16.0 2.8 10.0
ROCE -110.0. -38.7 9.3 -1.9 7.6
Valuation

EV/Revenue (x) 10.1 7.5 5.5 4.2 3.2
BVPS 3.7 100 1.3 14.0 19.4

Choice
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Balance Sheet (Consolidated in INR Mn)

Particulars

Tangible Fixed Assets
RTU & Intangible Assets
Investments

Cash & Cash Equivalents
Other Non-current Assets
Other Current Assets
Total Assets
Shareholder's Funds
Minority Interest

Lease Liabilities

Other Non-current Liabilities
Other Current Liabilities
Total Equity & Liabilities

Cash Flows (INR Mn)

Cash Flows from Operations

Cash Flows from Investing
Cash Flows from Financing

DuPont Analysis
ROE (%)

Net Profit Margin (%)
Asset Turnover

Equity Multiplier

lyst - INHO00000222 | Email: institutional.equities@

(26,353)

FY25!
516 777
441 1,169

FY26! FY27E!
2,472
2,217

14,483

18,728

FY28E!

4,232 6,085
3,305 4,450
17,458 21,176
25,744 42,960
22,007 23,063 24,571
30,378 36,523 43,957
90,285 1,10,324 1,43,198
49,114 61,293 84,765

49,834
3,784
3,430

14,255

72,261

14,455

12,104
18,931
20,819
25,267,
79,067
43,864

583 626 1,992 3,411 4,904

212 279 279 279 279
57,011, 34,299 38,900 45,341 53,250
72,261 79,067 90,285 1,10,324 1,43,198

FY25|
5,394 (38,753) (55)

FY26! FY27E| FY28E!
5439 14,545
2473 (1,332) 265 2,759

21,053, 41,014  (88)  (88)  (88)

FY26! FY27E! FY28E!
272.7%  -31.0%  02%  8.9% 18.9%
-42.0%. -10.8% ~ 0.1% 24% 53%
1.3 1.6 1.9 2.0 2.1
5.0 1.8 1.8 1.8 1.7

Source: MEESHO, Choice Institutional Equities
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Historical share price chart: Meesho Limited
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The security is expected to generate upside of 15% or more over the next 12 months

The security is expected to show upside returns from 5% to less than 15% over the next 12 months

The security is expected to show upside or downside returns by 5% to -5% over the next 12 months

The security is expected to show downside of 5% or more over the next 12 months

The security is expected to generate upside of 20% or more over the next 12 months

The security is expected to show upside returns from 5% to less than 20% over the next 12 months

The security is expected to show upside or downside returns by 5% to -10% over the next 12 months

The security is expected to show downside of 10% or more over the next 12 months

The stock has no recommendation from the Analyst

The stock is under review by the Analyst and rating may change

Fundamentals of the sector look attractive over the next 12 months

Fundamentals of the sector are expected to be in stasis over the next 12 months

Fundamentals of the sector are expected to be challenging over the next 12 months

*Large Cap: More Than INR 20,000 Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000 Cr Market Cap
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