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Metro Brands

Consumer Staples & Discretionary

Revenue pressure accentuated due to seasonality; Profitability intact

Metro’s Q1FY25 revenue growth continues to be underwhelming at -1% YoY, as lower number of wedding days further
accentuated footfalls concerns which the industry was already witnessing. Retail expansion was healthy at 11% YoY and is
on track to open 100 stores in FY25 (225 stores in FY25-26). Management expects revenue growth to be ~12-15% in FY25
(lower than its long-term guidance of 14-18% CAGR) while maintaining its profitability guidance. Operating profit margin
remains healthy driven by cost focus and lower losses for Cravatex brands. Liquidation of inventory for FILA will be completed
by Q2FY25. Metro continues to be the choice of platform for global brands to enter India; signed long-term exclusive
distribution agreement with New Era. Increasing management bandwidth (new COOQ) addresses concerns around managing
increasing complexity. Higher number of wedding days (21% YoY) for rest of FY25 keeps us optimistic. Maintain ADD.

Weak revenue print; premium continues to outperform

Metro Brands reported revenues of INR 5.8bn, down 1.1% YoY, indicating
continued pressure on SSSG and footfalls given the quarter had lower number
of wedding dates. That said, the revenue print was slightly soft considering
the 10% YoY / 6% QoQ decline in sales throughput (per sqg. ft. basis) to INR
4,500. Retail expansion continues to be robust (+11% YoY to 851 stores); 14%
YoY in Mochi (EOP: 240 stores) and 12% YoY in Metro (EOP: 324 stores).

It added 17 stores; closed 2 stores in the quarter (net additions — Metro: 7,
Mochi: 3, Crocs: 3, Walkway: 1 and Flipflop: 1). Management guides to open
100 stores in FY25 and 125 stores in FY26. The first Footlocker showroom is
expected to be opened in Q3FY25.

Online sales (including omni-channel) declined 5% YoY to INR 580mn,
contributing about 10.4% of sales. Healthy premiumisation trend was
witnessed as >INR 3k price points (~54% of revenues) grew 9% YoY (vs -11%
YoY for < INR 3,000 price range) in Q1FY25.

Margin largely stable due to cost savings and lower losses in
Cravatex brands

Gross margins expanded 40bps YoY to 59.4% (stable sales mix). Revenue
contribution from own/third-party brands stands at 73%/27%, slightly higher
than long-term trends. EBITDA margin contracted 73bps YoY to 31.2% due to
an increase in staff cost (+11% YoY). EBITDA and PBT declined 3% and 1%
YoY, respectively. Impact on profitability was lower despite healthy store
expansion as it was offset by reduction in losses for FILA and Proline driven
by cost control (Cravatex brand had losses of INR 140mn in Q1FY24).

Financial Summary

Y/E March (INR mn) FY23A FY24A FY25E FY26E
Net Revenue 21,271 23,567 27,045 32,622
EBITDA 6,787 6,996 8,381 10,367
EBITDA Margin (%) 319 29.7 31.0 31.9
Net Profit 3,614 4,125 4,411 5,676
EPS (Rs) 133 15.2 16.2 20.9
EPS % Chg YoY 70.6 135 6.9 28.7
P/E (x) 98.0 86.3 80.7 62.7
EV/EBITDA (x) 515 49.7 41.2 33.1
RoCE (%) 258 242 215 23.7
RoE (%) 253 23.8 217 241
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Market Data

Market Cap (INR) 356bn
Market Cap (USD) 4,245mn
Bloomberg Code METROBRA IN
Reuters Code METB BO
52-week Range (INR) 1,441 /986
Free Float (%) 11.0
ADTV-3M (mn) (USD) 3.0
Price Performance (%) 3m 6m 12m
Absolute 264 19.1 21.7
Relative to Sensex 16.9 7.8 (0.2)
Earnings Revisions (%) FY25E FY26E
Revenue (7.4) (7.5)
EBITDA (6.6) (6.3)
EPS (5.2) (5.5)
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Inventory liquidation in FILA on track

In FILA, liquidation of excess inventory is on track and may be completed by the end of
next EOSS (Q2FY25). As of Jun'24, there are 3 FILA EBOs operational. In FY25, as
guided earlier, it will focus to re-launch FILA through Metro/Mochi distribution network.
From FY26 onwards, it will start to focus on adding separate FILA EBOs.

Valuation and risks

We cut our earnings estimates by ~5-6% for FY25-26E. We model
revenue/EBITDA/PAT CAGR of 17%/22%/17% over FY24-FY26E. Maintain ADD rating
with a DCF-based revised target price of INR 1,380 (vs. INR 1,210).

Key risks: 1) Delay in store addition; and 2) likely increased competition from regional
players trying to premiumise.

Exhibit 1: Q1FY25 result review (consolidated)

(INR mn)

Net Revenues
COGS

Gross profit

Staff cost

Other opex

EBITDA

Other income
Finance cost

D&A

PBT

Tax

Recurring PAT
Minority Interest
Recurring PAT after Ml
Extraordinaries

Net profit (reported)
EPS

Costs as a % of sales
COGS

Gross margin (%)
Staff cost

Other opex

EBITDA margin (%)
Income tax rate (%)

Q1FY25 Q1FY24 YoY (%) Q4FY24 QoQ (%)
5,761 5,825 (1) 5,830 (1)
(2,334) (2,384) (2) (2,542) (8)
3,427 3,442 (0) 3,288 4
(594) (533) 11 (591) 1
(1,029) (1,043) (1) (1,111) 7)
1,804 1,866 (3) 1,586 14
234 144 63 244 (4)
(208) (185) 12 (203) 2
(600) (543) 11 (591) 2
1,230 1,282 (4) 1,036 19
(309) (353) (13) 508 (161)
921 929 (1) 1,544 (40)
(3) (1) 467 8 (144)
917 928 (1) 1,552 (41)
917 928 (1) 1,552 (41)
3.4 3.4 (1) 5.7 (41)
40.5 40.9 -41 bps 43.6 -309 bps
59.5 59.1 40 bps 56.4 308 bps
10.3 9.1 116 bps 10.1 17 bps
17.9 17.9 -5 bps 19.1 -120 bps
313 32.0 -73 bps 27.2 409 bps
25.1 275 -244 bps (49.0) 7414 bps

Source: Company data, I-Sec research
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Exhibit 2: Revenue growth (%) Exhibit 3: Gross margin (%)
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Exhibit 4: EBITDA margin (%) Exhibit 5: Staff cost as a % of sales
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Exhibit 6: Store count (EoP) Exhibit 7: Store break-up by concepts
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Exhibit 8: Revenue break-up by target segment
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Exhibit 9: Revenue break-up by price points
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Exhibit 10: Store break-up by region Exhibit 11: Sales contribution by region
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Exhibit 12: Store break-up by cities Exhibit 13: Sales contribution by cities
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Exhibit 14: Own brands vs. third-party brands

® Own brands  ® Third-party brands
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Source: Company data, I-Sec research

Exhibit 15: Shareholding pattern Exhibit 16: Price chart
% Dec‘23 Mar‘24 Jun‘24 1500
Promoters 74.2 74.2 74.2
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Financial Summary

Exhibit 17: Profit & Loss
(INR mn, year ending March)

Exhibit 20: Cashflow statement
(INR mn, year ending March)

FY23A FY24A FY25E FY26E

Net Sales 21,271 23,567 27,045 32,522
Operating Expenses 14,484 16,571 18,664 22,155
EBITDA 6,787 6,996 8,381 10,367
EBITDA Margin (%) 31.9 29.7 31.0 319
Depreciation & Amortization 1,810 2,291 2,538 2,908
EBIT 4977 4,705 5,844 7,459
Interest expenditure 631 789 885 948
Other Non-operating 544 708 936 1073
Income
Recurring PBT 4,891 4,624 5,894 7,584
Profit / (Loss) from
Associates ) ) ) )
Less: Taxes 1,257 499 1,483 1,909
PAT 3,633 4,125 4,410 5,675
Less: Minority Interest 19 (1) (1) (1)
Extraordinaries (Net) - - - -
Net Income (Reported) 3,633 4,125 4,410 5,675
Net Income (Adjusted) 3,614 4,125 4,411 5,676

Source Company data, I-Sec research

Exhibit 18: Balance sheet

(INR mn, year ending March)

FY23A FY24A FY25E FY26E

Total Current Assets 15,028 16,917 19,980 23,863
of which cash & cash eqv. 1,985 1,123 1,532 3,541
Tota! (_Zurrent Liabilities & 3882 3.604 4151 5,010
Provisions
Net Current Assets 11,146 13,313 15,829 18,854
Investments 105 135 135 135
Net Fixed Assets 3,385 3,911 4,221 4,636
ROU Assets 8,377 9,703 10,864 12,315
Capital Work-in-Progress 178 93 93 93
Total Intangible Assets 1,260 1,209 1,209 1,209
Long Term Loans & 661 1,133 1,301 1,564
Advances
Deferred Tax assets 49 363 363 363
Total Assets 25,182 29,922 34,086 39,254
Liabilities
Borrowings 15 - - -

Deferred Tax Liability - - - -
Provisions 11 7 8 10
Other Liabilities - - - -

Equity Share Capital 1,359 1,360 1,360 1,360
Reserves & Surplus 14,119 17,278 20,127 23,651
Total Net Worth 15,477 18,637 21,486 25,010

Minority Interest 264 294 294 294

Total Liabilities 25,182 29,922 34,086 39,254

Source Company data, I-Sec research

Exhibit 19: Quarterly trend

(INR mn, year ending March)

Sep-23 Dec-23 Mar-24 Jun-24

Net Sales 5,657 6,355 5,830 5,761
% growth (YOY) 16.7 6.1 7.1 (1.1)
EBITDA 1,554 1,990 1,586 1,804
Margin % 28.0 313 27.2 313
Other Income 162 160 244 234
Extraordinaries - - - -
Adjusted Net Profit 667 978 1,552 917

FY23A FY24A FY25E FY26E

Operating Cashflow 4,891 4,624 5,894 7,584
Working Capital Changes (1,727) (490) (813) (1,293)
Capital Commitments (915) (1,111) (860) (1,037)
Free Cashflow 920 2,245 2,352 2,895
Other investing cashflow 400 (1,402) (1,694) (377)
Cashflow from Investing
Activities (516) (2,513) (2,554) (1,414)
Issue of Share Capital 28 42 - -
Interest Cost (1) (3) - -
Inc (Dec) in Borrowings (1,023) (15) - -
Dividend paid (883) (1,153) (1,562) (2,152)
Others - - 1,988 2,285
Cash flow from Financing
Activities (1,617) (681) (248) (509)
Chg. in Cash & Bank (297) 161 410 2,009
balance
Closing cash & balance 318 479 889 2,898

Source Company data, I-Sec research

Exhibit 21: Key ratios

(Year ending March)

FY23A FY24A FY25E FY26E

Per Share Data (INR)
Reported EPS 13.4 15.2 16.2 20.9
Adjusted EPS (Diluted) 13.3 15.2 16.2 20.9
Cash EPS 20.0 23.6 25.6 31.6
Dividend per share (DPS) 4.0 5.0 5.8 7.9
Book Value per share (BV) 57.0 68.6 79.1 92.1
Dividend Payout (%) 29.9 329 35.4 37.9
Growth (%)
Net Sales 58.4 10.8 14.8 20.3
EBITDA 65.9 3.1 19.8 237
EPS (INR) 70.6 135 6.9 28.7
Valuation Ratios (x)
P/E 98.0 86.3 80.7 62.7
P/CEPS 65.6 55.5 51.2 415
P/BV 23.0 19.1 16.6 14.2
EV/EBITDA 515 49.7 41.2 33.1
P/ Sales 16.7 15.1 13.2 10.9
Dividend Yield (%) 0.3 0.4 0.4 0.6
Operating Ratios
Gross Profit Margins (%) 58.1 58.1 58.2 58.3
EBITDA Margins (%) 319 29.7 31.0 319
Effective Tax Rate (%) 25.7 10.8 25.2 25.2
Net Profit Margins (%) 17.0 17.5 16.3 17.5
Net Debt / Equity (x) (0.4) (0.4) (0.5) (0.5)
Net Debt / EBITDA (x) (1.0) (1.2) (1.2) (1.2)
Fixed Asset Turnover (x) 5.2 45 4.2 4.4
Working Capital Days 193 198 206 188
Inventory Turnover Days 136 116 117 118
Receivables Days 22 12 12 13
Payables Days 62 42 43 44
Profitability Ratios
RoCE (%) 25.8 24.2 215 23.7
RoE (%) 25.3 238 217 24.1
RolC (%) 28.7 27.8 249 27.1

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:
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Rishi_agrawal@icicisecuritiesinc.com.
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