Result Update Trent Ltd
08" November 2024 Retail

Strong Show Despite Weak Consumer Sentiment; Maintain BUY

Est. Vs. Actual for Q2FY25: Revenue — MISS; EBITDA — MISS ; PAT — MISS

Changes in Estimates post Q2FY25

FY25E/FY26E — Revenue: -1%/1%; EBITDA:-2%/1%; PAT: 7%/9%

Recommendation Rationale

e Solid growth compared to peers — Trent's Q2FY25 results, although falling short of
expectations, showcased a robust revenue growth of 39.6% YoY to Rs 4,036 Cr.
Despite the challenging environment, Trent's ability to deliver strong numbers
compared to its peers is commendable. The fashion format sustained double-digit LFL
growth, driven by aggressive store expansion. EBITDA increased by 39% YoY, with
EBITDA margins steady at 15.9%.

e Expanding footprint with strategic store openings: Trent made strategic
adjustments in its store portfolio, closing 2 Westside stores (opened 7, closed 9) and
adding 18 new Zudio stores (opened 34, closed 16), bringing the total number of
Westside stores to 226 and Zudio stores to 577. The company’s other lifestyle concepts
are now represented by 28 stores. Additionally, Trent expanded its international
presence with its first Zudio store in the UAE and launched the Zudio Beauty concept
in India.

e Optimistic outlook despite market challenges: Although there has been a slight
deceleration in growth, Trent’'s revenue performance remains impressive. Strong
results are expected in the coming quarters, supported by the festive season. With its
ongoing focus on store expansion and product assortment enhancement, Trent is well-
positioned for growth across all its formats.

Sector Outlook: Positive

Company Outlook & Guidance: We maintain our BUY recommendation as a slowdown in

Q2FY25 results is a minor blip while the long-term growth outlook remains intact.

Current Valuation: SOTP

Current TP: Rs 7,450/share (Previous TP: Rs 7,000/share).

Recommendation: With a 15% upside potential from the CMP, we maintain our BUY

rating on the stock.

Financial Performance

The company’s revenue grew 39.6% YoY to Rs 4,036 Cr, driven by key initiatives in product

offerings, a robust operating supply chain, and an aggressive store expansion strategy. Its

fashion concept registered double-digit LFL growth. EBITDA increased by 39% YoY, while

EBITDA margins declined by 7bps YoY to 15.9%, led by gross margin contraction. PAT

stood at Rs 423 Cr (miss), up 46.2% YoY.

Key Financials (Standalone)

(Rs Cr) Q2FY25 Q0Q (%) YoY (%)  Axis Est. Va;{;‘)g‘ce
Net Sales 4,036 1.1 39.6 4,481 9.9
EBITDA 641 49 39.0 745 (13.9)
EBITDA Margin (%) 15.9 58bps -7bps 16.6 -74bps
Net Profit 423 23.8 46.2 503 (15.8)
EPS (Rs) 11.9 23.8 46.2 14.1 (15.8)

Source: Company, Axis Research

BUY

Target Price

7450

(CMP as of 7" November 2024)

CMP (Rs)

Upside /Downside (%)
High/Low (Rs)

Market cap (Cr)

Avg. daily vol. (6m)Shrs. ‘000

No. of shares (Cr)

6498

15%
8345/2181
231011
933

35

Shareholding (%)

Mar-24 Jun-24 Sep-24
Promoter 37.0 37.0 37.0
Flls 26.8 27.9 26.6
MFs / UTI 8.7 8.5 9.3
Fls/Banks 0.0 0.0 0.0
Others 27.5 26.6 27.0

Financial & Valuations
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Outlook

We believe Trent's Q2FY25 results were commendable, particularly given the challenging environment. We expect
robust sales growth to persist in the coming quarters, underpinned by Trent's strategic focus on rapid store
expansion and continual assortment refreshment, which should drive higher footfall. Furthermore, the improvement
in earnings across all formats, reduced losses at Star Bazaar, and stronger traction at the Inditex JV present positive
trends for the company. Trent’s recent approach to implementing its successful playbook at Star Business, driven
by private labels, has proven beneficial and is expected to be a key growth catalyst in the future. Additionally, the
company's geographical expansion into the UAE, the launch of Zudio Beauty, and the recent move into the fast-
growing LGD Jewellery segment are anticipated to contribute significantly to long-term growth. Based on this thesis,
we maintain a positive outlook on Trent for the mid to long term.

Valuation & Recommendation

We remain positive on the company and expect Revenue/EBITDA growth of 25%/28% CAGR on a standalone
business over FY24-27E. We maintain our BUY rating on the stock and value the company on a SOTP basis
with a revised TP of Rs 7,450/ share. Our TP implies an upside of 15% from the CMP.

Other Highlights

e Expansive Retail Network: Trent operates an extensive store network comprising 226 Westside stores, 577
Zudio stores, and 74 Star stores, demonstrating the company’s commitment to reaching a broad customer

base across diverse retail segments.

e Strengthening Loyalty and New Category Growth: The WestStyleClub loyalty program at Westside
continues to exhibit strong growth, enhancing customer engagement. Across its brands, Trent remains
dedicated to delivering exceptional value through both style and pricing. Emerging categories such as beauty
and personal care, innerwear, and footwear are resonating well with customers, now contributing over 20%
of revenue. Additionally, Westside.com and its presence on the Tata Neu platform continue to show profitable

growth, with digital sales contributing over 5% to Westside’s total revenue.

e Impressive Growth in Star Business: The Star business, which now includes 74 stores following the addition
of two new locations in Q2FY25, reported a 27% YoY revenue increase, reaching Rs 898 Cr. This growth was
driven by a solid 14% LTL performance and strong volume metrics. Categories such as brands, staples, fresh
produce, and general merchandise, which collectively make up over 73% of Star’s revenue, are showing well-
rounded expansion. The management remains positive about the future store economics of Star, positioning

it as a significant growth driver for Trent’s long-term strategy.

Key Risks to Our Estimates and TP

. Increase in competitive intensity, weakening of demand environment.

Change in Estimates

Old Estimates Revised Estimates % Change
FY25E FY26E FY25E FY26E FY25E FY26E
Revenue 16,368 19,890 16,173 20,012 Q) 1
EBITDA 2,704 3,424 2,648 3,473 2 1
PAT 1,497 1,969 1,598 2,150 7 9
EPS 42.1 55.4 44.9 60.5 7 9

Source: Company, Axis Securities




Results Review

(Rs Cr)

Total Revenue
COGS

Gross Profit

GM%

Expenditure
Employee expenses
Other Exp

Total Expenditure
EBIDTA

EBITDA Margin (%)
Depreciation

EBIT

Interest

Oth. Inc.
Exceptional Items
PBT

Tax

Effective Tax Rate(%)

PAT
PAT Margin (%)
EPS (Rs)

Source: Company, Axis Securities

Q2FY24

2,891
1,600
1,291
44.7

211
344
215
461
15.9
145
316
92
151

3175)
85
22.7
290
10.02
8.1

Q1FY25

3,992

2,146
1,845
46.2

305
465
292
611
15.3
176
435
31
46

450
107
23.9
342
8.57
9.6

Axis Sec
Est

4,481
2,464
2,016
45.0

329
516
331
745
16.6
185
560
31
151

679
177
26.0
503
11.22
14.1

Q2FY25

4,036
2,252
1,783
44.2

288
451
299
641
15.9
192
449
32
139

B55)
132
23.8
423
10.49
11.9

% Change
(YoY)

39.6

40.8

38.1
-47bps

36.8
31.1
38.9
39.0
-7bps
32.2
42.1
(64.9)
(8.2)
0.0
48.2
55.1
106bps
46.2
47bps
46.2

% Change
(QoQ)

11
4.9
(3.4)
-204bps

(5.4)
(3.1)
2.6
4.9
58bps
8.9
88
3.9
200.7
0.0
2345
22.9
-13bps
23.8
192bps
23.8

Var (%) Axis
Sec Est

(9.9)
(8.6)
(11.5)
-81bps

(12.3)
(12.6)
(9.6)
(13.9)
-74bps
3.7
(19.8)
2.9
(8.2)
0.0
(18.2)
(25.3)
-224bps
(15.8)
-73bps
(15.8)




Financials (Standalone)

Profit & Loss

Y/E Mar

Net sales

Growth, %

Other operating income
Total income

Raw material expenses
Employee expenses
Other Operating expenses
EBITDA (Core)
Growth, %

Margin, %

Depreciation

EBIT

Growth, %

Margin, %

Other Income
Non-recurring Items
Pre-tax profit

Tax provided

Profit after tax
Growth, %

Unadj. shares (Cr)
Wtdavg shares (Cr)

Source: Company, Axis Securities

Balance Sheet

Y/E Mar

Cash & bank
Debtors

Inventory

Loans & advances
Other current assets
Total current assets
Investments

Gross fixed assets
Less: Depreciation
Add: Capital WIP
Net fixed assets
Non-current assets
Total assets

Current liabilities
Provisions

Total current liabilities
Non-current liabilities
Total liabilities

Paid-up capital

Reserves & surplus
Shareholders’ equity
Total equity & liabilities

Source: Company, Axis Securities

FY24
11,927
54.6
11,927
(6,541)
(938)
(2,521)
1,927
72.2
16.2
(639)
1,288
96.4
10.8
351
543
1,873
(438)
1,436
60.9
36
36

FY24
286
79
1,565

408
2,957
1,282
3,283
(883)
161
2,562
657
7,429

913

913
2,068
2,982
36
4,412
4,447
7,429

FY25E
16,173
35.6
16,173
(8,830)
(1,219)
(3,475)
2,648
37.4
16.4
(736)
1,912
48.4
11.8
386
2,159
(561)
1,598
79.0
36
36

FY25E
1,728
107
2,122

408
4,985
1,282
3,768

(1,619)

161
2,311
657
9,206

1,181

1,181
2,068
3,250
36
5,920
5,956
9,206

FY26E
20,012
23.7
20,012
(10,772)
(1,500)
(4,266)
3,473
31.2
17.4
(840)
2,634
37.7
13.2
425
2,905
(755)
2,150
346
36
36

FY26E
3,825
132
2,626

408
7,610
1,282
4,286

(2,459)

161
1,989
657
11,509

1,423

1,423
2,068
3,492
36
7,981
8,017
11,509

(Rs Cr)

FY27E
23,914
19.5
23,914
(12,819)
(1,800)
(5,098)
4,197
20.8
17.6
(944)
3,254
23.5
13.6
467
3,552
(924)
2,629
22.3
36
36

(Rs Cr)

FY27E
6,499
158
3,138
408
10,822
1,282
4,803
(3,402)
161
1,563
657
14,295

1,670
1,670
2,068
3,738
36
10,521
10,557
14,295




Cash Flow

Y/E Mar

Pre-tax profit
Depreciation

Chg in working capital
Total tax paid

Cash flow from operating activities

Capital expenditure
Chg in marketable securities

Cash flow from investing activities

Free cash flow
Equity raised/(repaid)
Dividend (incl. tax)

Cash flow from financing activities

Net chg in cash
Opening cash balance
Closing cash balance

Source: Company, Axis Securities
Ratio Analysis

Y/E Mar

Per Share data

EPS (INR)

Growth, %

Book NAV/share (INR)
FDEPS (INR)

CEPS (INR)

CFPS (INR)

DPS (INR)

Return ratios

Return on assets (%)
Return on equity (%)
Return on capital employed (%)
Turnover ratios
Asset turnover (x)
Sales/Total assets (x)
Sales/Net FA (x)
Working capital/Sales (x)
Receivable days
Inventory days
Payable days
Working capital days
Liquidity ratios
Current ratio (x)
Quick ratio (x)

Interest cover (x)
Total debt/Equity (x)
Valuation

PER (x)

PEG (x) - y-0-y growth
Price/Book (x)

EV/Net sales (x)
EV/EBITDA (x)
EV/EBIT (x)

Source: Company, Axis Securities

FY24
1,873
639
(275)
(410)
1,827
1,207
(164)
953
2,780

(2,504)

276
79
286

FY24

40.4
60.9
125.1
25.1
27.8
46.0

22.2
20.1
24.8

2.7
15
3.4
0.1
2.4
47.9
27.5
34.8

3.2
15
4.2
0.4

259.1
4.3
52.0
19.5
120.5
180.3

FY25E
2,159
736
(317)
(561)
2,016
(485)

(485)
1,531

1,531
286
1,728

FY25E

44.9
79.0
167.5
44.9
65.6
45.9

20.9
26.8
23.9

4.5
1.9
6.6
0.1
2.4
47.9
27.5
32.8

4.2

2.4
13.7

0.3

144.7
1.8
38.8
14.3
87.2
120.7

FY26E
2,905
840
(287)
(755)
2,703
(518)

(518)
2,185

2,185
1,728
3,825

FY26E

60.5
34.6
225.5
60.5
84.1
64.1

22.2
26.8
254

5.6
1.9
9.3
0.1
2.4
47.9
27.9
31.8

D¥3

315
17.2

0.2

107.6
3.1
28.8
11.4
65.8
86.8

(Rs Cr)

FY27E
3,552
944
(292)
(924)
3,281
(518)

(518)
2,763

2,763
3,825
6,499

(%)
FY27E

73.9
22.3
297.0
73.9
100.5
79.1

21.7
24.9
24.6

6.8
1.9
13.5
0.1
2.4
47.9
27.9
31.0

6.5
4.6
19.3
0.2

88.0
3'9
21.9
9.5
53.9
69.5




Trent Ltd Price Chart and Recommendation History
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RATING SCALE: Definitions of ratings

Ratings Expected absolute returns over 12 — 18 months

BUY More than 10%

HOLD Between 10% and -10%

SELL Less than -10%
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UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events

NO STANCE We do not have any forward-looking estimates, valuation or recommendation for the stock

Note: Returns stated in the rating scale are our internal benchmark.
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