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Bata India

Consumer Staples & Discretionary

Persisting challenges

Bata India (Bata) continues to underperform peers with revenue growth of 2% (vs. 7% for Metro) in Q4FY24 impacted by a
slowdown in discretionary and EoSS. Retail expansion continues to be modest at 9% YoY (vs. 13% YoY for Metro). Continued
outperformance of premium brands — Red Label, Comfit, Power, HP and Floatz — is encouraging. Launch of ‘Nine West,” (at
40 stores) a global brand, is positive but will have its own set of ramping-up challenges. Margins delivery was decent, albeit
still lower (for FY24) vs. pre-covid levels despite improved sales mix, discount and inventory management. Retail expansion
through franchise and SIS route (capital light) is positive, but yet to yield results (with doubling of franchise and SIS stores).
We believe, while Bata’s focus on premiumisation, improving brand perception and expanding distribution are steps in the
right direction, there will be challenges along the way. Further implementations of ERP in the system is a key positive. Maintain HOLD.

Unexciting revenue print

Q4FY24 revenue was up 2% YoY at INR 8bn (in-line with our estimates),
impacted by EoSS and indicating lower footfall. Retail expansion stood at 9%
YoY to 1,862 stores and 4% YoY for COCO stores (60% of total), implying
negative high-single-digit SSSG. This was primarily led by underperformance
in value price point segment, while premium continues to outperform. In Q4,
Bata ventured into 20 new towns (to 1,538 towns vs. 1,372 in Mar'23) driven
by higher thrust towards franchise and SIS expansion in tier-3-5 cities.

Focus on capital-light retail expansion and premiumisation

In Q4, it added 24 new stores (lower than its run-rate of 40 store per quarter),
leading to a total of 2,228 stores (60% is COCO vs. 70% in Mar'22). It further
renovated 67 stores in Q4 and 184 stores in FY24 (~14% of total COCO stores).
Sneaker studios were introduced in 698 stores (53% of total COCO stores) in
QA4FY24.

Decent margin performance

Gross margin expanded 160bps YoY (+405bps QoQ) to 60% led by better sales
mix (outperformance in premium price points). EBITDA margin contracted
54bps YoY to 22.5% on higher ad spends (10% YoY to INR 210mn - 3% of
revenue) and IT cost (107% YoY to INR 137mn), benefits of rental concessions
during covid in the base quarter and negative operating leverage. EBITDA
remained flat while adjusted PBT declined 9% YoY, respectively.

Financial Summary

Y/E March (INR mn) FY23A FY24A FY25E FY26E
Net Revenue 34,516 34,784 39,180 44,997
EBITDA 7,909 7,835 9,357 11,167
EBITDA Margin (%) 229 225 23.9 248
Net Profit 3,191 2,190 3,912 5,050
EPS (INR) 248 17.0 304 393
EPS % Chg YoY 22 (0.1) 0.3 0.3
P/E (x) 55.0 58.3 44.9 348
EV/EBITDA (x) 34.0 365 28.0 21.9
RoCE (%) 229 232 25.2 25.7
RoE (%) 19.6 14.8 233 248
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Market Cap (INR) 175bn
Market Cap (USD) 2,104mn
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Free Float (%) 50.0
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Other highlights

Management highlighted: (1) It continues to focus on casual and fashion footwear;
sneaker studios were introduced in 698 stores. (2) Premiumisation continues (Red
Label, Comfit, Power contribution up by 4%). (3) Capacity and capability enhancement
in IHM for Floatz; added 11 Floatz kiosks, targets to reach 30 kiosk by Dec'24; (4)
Ramping up of omni-channel capabilities (now covers 1,700-plus Bata stores; ~76%
of total store network). (5) Nine West (launched in Q4FY24) is now present in 40 stores;
management is targeting to reach 70 stores by Dec’24. (6) First Power EBO store
launched; the company plans to open 10 stores in Dec-24.

Valuation and risk

We cut our earnings estimates for ~6% FY25-26E, modelling revenue / EBITDA / PAT
CAGR of 14 / 19/ 30 (%) over FY24-26E, respectively. Maintain HOLD with a DCF-
based revised target price of INR 1,350 (vs INR 1,400). At our target price, the stock
may trade at 34x Mar'26E P/E multiple. Upside risk: Faster-than-anticipated recovery
in discretionary demand. Downside risk: Increase in competitive intensity.

Exhibit 1: Q4FY24 result review (standalone - reported)

INR mn Q4FY24
Net Revenues 7,977
COGS (3,190)
Gross profit 4,787
Staff cost (1,051)
Other opex (1,942)
EBITDA 1,794
Other income 220
Finance cost (309)
D&A (902)
PBT 803
Tax (200)
Recurring PAT 603
EPS 4.7
Costs as a % of sales
COGS 40.0
Gross margin (%) 60.0
Staff cost 13.2
Other opex 24.3
EBITDA margin (%) 225
Income tax rate (%) 24.9

Q4FY23 YoY (%) Q3FY24 QoQ (%) FY24 FY23 YoY (%)
7,786 2 9,035 (12) 34,784 34,516 1
(3,238) (2) (3,979) (20) (14,945) (15,136) (1)
4,548 5 5,056 (5) 19,840 19,379 2
(1,039) 1 (1,025) 3 (4,183) (4,187) (0)
(1,716) 13 (2,213) (12) (7,822) (7,284) 7
1,792 0 1,818 (1) 7,835 7,909 (1)
126 75 108 104 615 374 65
(272) 14 (293) 5 (1,168) (1,079) 8
(765) 18 (859) 5 (3,386) (2,947) 15
882 (9) 773 4 3,895 4,256 (8)
(226) (12) (200) (0) (887) (1,065)
656 (8) 573 5 3,008 3,191 (6)
5.1 (8) 4.5 5 234 24.8 (6)
41.6 -161 bps 44.0 -406 bps 43.0 43.9 -89 bps
58.4 160 bps 56.0 405 bps 57.0 56.1 88 bps
13.3 -17 bps 11.3 183 bps 12.0 12.1 -11 bps
22.0 230 bps 24.5 -16 bps 22.5 21.1 138 bps
23.0 -54 bps 20.1 237 bps 22,5 229 -39 bps
25.7 -76 bps 25.9 -98 bps 22.8 25.0 -226 bps

Source: Company data, I-Sec research

India | Equity Research



ﬁ ICICI Securities

Bata India | Q4FY24 results review | 02 June 2024

Exhibit 3: Gross margin

Exhibit 2: Revenue growth
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Source: Company data, I-Sec research

Exhibit 5: Staff cost / sales

Exhibit 4: EBITDA margin (reported)

YZAAYO
YZALED
YZA4TZO
YZAATO
EZAAYO
€ZA4ED
€ZA4ZO
EZAATO
(44 E\ 76}
ZTAED
[44E 146}
ZZATO
TZAAYO
TZA4E0
TZA4ZO
TZA4ATO
0ZAdYO
0ZAdED
0ZA4ZO
0ZA4TO

YZAAYO
YZA4ED
YZA420
YZAATO
€ZAYO
€TA4ED
€ZA4TO
€TA4TO
(44 E)46)
ZZAED
(44 ET46)
ZZATO
TZAYO
TZA4ED
TZA4Z0

(¥9) TZA4TO

(%}20 -

-40 A

-60 -

-80 -

0ZA470
0ZAd4ED
0ZA420
0ZA4TO

Source: Company data, |-Sec research

Source: Company data, |-Sec research

Exhibit 6: Other expenses / sales (reported)
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Exhibit 7: Shareholding pattern Exhibit 8: Price chart

% Sep‘23 Dec'23 Mar24 2500

Promoters 50.2 50.2 50.2 2000

Institutional investors 375 37.6 36.6 .
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Financial Summary

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

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

FY23A FY24A FY25E FY26E
Net Sales 34,516 34,784 39,180 44,997
Operating Expenses 26,607 26,949 29,823 33,830
EBITDA 7,909 7,835 9,357 11,167
EBITDA Margin (%) 22.9 225 239 24.8
Depreciation & Amortization 2,947 3,386 3,710 4,183
EBIT 4,961 4,449 5,647 6,984
Interest expenditure 1,079 1,168 1,216 1,302
Other Non-operating 374 615 796 1,067
Income
Recurring PBT 4,256 3,895 5,227 6,749
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 1,065 887 1,316 1,699
PAT 3,191 3,008 3,912 5,050
Less: Minority Interest - - - -
Extraordinaries (Net) - (409) - -
Net Income (Reported) 3,191 2,599 3,912 5,050
Net Income (Adjusted) 3,191 2,190 3,912 5,050
Source Company data, I-Sec research
Exhibit 10: Balance sheet
(INR mn, year ending March)
FY23A FY24A FY25E FY26E
Total Current Assets 15,183 14,124 19,008 23,676
of which cash & cash eqv. 746 491 4,265 7,269
Toto! (;urrent Liabilities & 4811 3,585 5324 6.114
Provisions
Net Current Assets 10,373 10,539 13,685 17,562
Investments - - - -
Net Fixed Assets 3,216 3,265 3,110 3,050
ROU Assets 10,560 11,519 12,005 12,603
Capital Work-in-Progress 180 306 306 306
Total Intangible Assets - - - -
Long Term Loans & 810 956 1,076 1,236
Advances
Deferred Tax assets - - - -
Total Assets 25,713 27,486 31,198 35,923
Liabilities
Borrowings - - - -
Deferred Tax Liability (1,133) (1,267) (1,267) (1,267)
Provisions - - - -
Other Liabilities - - - -
Equity Share Capital 643 643 643 643
Reserves & Surplus 13,739 14,557 17,698 21,720
Total Net Worth 14,382 15,200 18,340 22,362
Minority Interest - - - -
Total Liabilities 25,713 27,486 31,198 35,923
Source Company data, I-Sec research
Exhibit 11: Quarterly trend
(INR mn, year ending March)
Jun-23  Sep-23 Dec-23  Mar-24
Net Sales 9,681 8,191 9,035 7,977
% growth (YOY) 16 (1.3) 0.4 25
EBITDA 2,403 1,820 1,818 1,794
Margin % 25.1 222 20.1 225
Other Income 132 154 108 220
Extraordinaries - (409) - -
Adjusted Net Profit 1,078 754 573 603

FY23A FY24A FY25E FY26E

Operating Cashflow 4,256 3,486 5,227 6,749
Working Capital Changes (777) (1,988) 393 (1,184)
Capital Commitments (940) (978) (1,408) (1,765)
Free Cashflow 2,460 486 3,680 2,878
Other investing cashflow 5,325 1,308 311 468
Cashflow from Investing 4,385 330 (1.097)  (1.296)
Activities
Issue of Share Capital - - - -
Interest Cost - (15) (17) (18)
Inc (Dec) in Borrowings - - - -
Dividend paid (6,989) (1,731) (771) (1,028)
Others (94) - 2,147 2,358
Cash flow from Financing (7.083) (1.746) (217) (342)
Activities ' '
Chg. in Cash & Bank 702 47 3,774 3,004
balance
Closing cash & balance 880 793 4,265 7,269

Source Company data, I-Sec research

Exhibit 13: Key ratios

(Year ending March)

FY23A FY24A FY25E FY26E

Per Share Data (INR)
Reported EPS 248 234 304 39.3
Adjusted EPS (Diluted) 248 17.0 304 39.3
Cash EPS 47.8 43.4 59.3 71.8
Dividend per share (DPS) 135 5.0 6.0 8.0
Book Value per share (BV) 1119 1183 142.7 174.0
Dividend Payout (%) 54.4 21.4 19.7 20.4
Growth (%)
Net Sales 44.6 0.8 12.6 14.8
EBITDA 0.9 0.0 0.2 0.2
EPS (INR) 2.2 (0.1) 03 0.3
Valuation Ratios (x)
P/E 55.0 58.3 44.9 348
P/CEPS 28.6 315 23.0 19.0
P/BV 12.2 11.5 9.6 7.8
EV /EBITDA 34.0 36.5 28.0 219
P/ Sales 5.1 5.0 45 39
Dividend Yield (%) 1.0 0.4 0.4 0.6
Operating Ratios
Gross Profit Margins (%) 56.1 57.0 57.0 57.2
EBITDA Margins (%) 229 225 239 24.8
Effective Tax Rate (%) 25.0 22.8 25.2 25.2
Net Profit Margins (%) 9.2 8.6 10.0 11.2
Net Debt / Equity (x) (0.4) (0.3) (0.4) (0.5)
Net Debt / EBITDA (x) 0.7) (0.5) (0.8) (1.0)
Fixed Asset Turnover (x) 4.9 4.3 4.1 4.1
Working Capital Days 140 118 95 95
Inventory Turnover Days 113 98 101 102
Receivables Days 10 8 9 9
Payables Days 51 31 46 46
Profitability Ratios
RoCE (%) 229 23.2 25.2 25.7
RoE (%) 19.6 14.8 23.3 24.8
RolC (%) 24.6 26.4 288 29.6

Source Company data, I-Sec research

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

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

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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I/We, Varun Singh, MBA; Manoj Menon, MBA, CMA; Karan Bhuwania, MBA; Akshay Krishnan, MBA; authors and the names subscribed to this report, hereby certify that all of
the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated
persons of the ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the
report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
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the details in respect of which are available on www.icicibank.com.

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

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

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

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.

The information and opinions in this report have been prepared by ICIC| Securities and are subject to change without any notice. The report and information contained herein
is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

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