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FSN E-Commerce Ventures Limited

26t Oct’ 21

FSN E-Commerce Ltd have a diverse portfolio of beauty,
personal care and fashion products, including its owned brand
products manufactured by company. Company have established
itself not only as a lifestyle retail platform, but also as a consumer
brand. Company offer consumers an Omnichannel experience.
Company operate its businesses primarily through arrangements
with beauty, personal care and fashion brands, delivery
companies, manufacturers, distributors and other vendors,
including suppliers of packaging material.

VALUATION

Company is bringing the issue at price band of Rs 1085-1125 per
share at EV/Sales multiple of 16x.

Nykaa has a large BPC market opportunity growing at 12% per
annum by 2025 & fashion opportunity is expected to grow at
18% per annum by 2025. Also company has posted strong
growth without a substantial cash burn. & has posted profits
along with strong improvement in capital turnover ratio from 3.1
times in the Financial Year 2019 to 4.2 times in the Financial
Year 2021. This shows that company have focused on capital
efficiency and unit economics, while simultaneously building
for scale and growth.

Hence, looking after scale of operations, strong management
team, profitable concern & high growth prospects in industry due
to large underpenetration, we believe that company has created
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Closing Date of the issue

01t November 2021

No of shares pre issue

467324550 Eq Shares
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Financial

Link Intime India Private.

Registrar to the issue
an industry itself. Therefore, we recommend “Subscribe” on

issue for listing gain as well as long term.

WHAT WE LIKE

One of India’s leading lifestyle focused consumer technology platform

Company is the largest Specialty Beauty and Personal Care Platform in India in terms of value of products sold in the Financial Year
2021 and the five months ended August 31, 2021, and one of the fastest growing fashion platforms in India based on growth in GMV
from the Financial Year 2020 to the Financial Year 2021 and from the five months ended August 31, 2020 to the five months ended
August 31, 2021. Company generated ¥40,459.8 million and X14,696.1 million in GMV on its platform in the Financial Year 2021
and the three months ended June 30, 2021, respectively.

Resilient, capital efficient business with a combination of strong growth and profitability

Company have built a scaled business with strong growth and profitability. In the Financial Year 2021, company’s GMV was
%40,459.8 million with revenue from operations of ¥24,408.96 million and a 6.61% EBITDA margin. Company’s revenue from
operations grew 38.10% in the Financial Year 2021 as compared to the Financial Year 2020, despite the adverse impact of COVID-
19 on company’s business. Company’s restated profit for the year in the Financial Year 2021 was 3619.45 million, as compared to a
restated loss of ¥163.40 million for the Financial Year 2020. Company’s capital turnover ratio has improved from 3.1 times in the
Financial Year 2019 to 4.2 times in the Financial Year 2021. Company have focused on capital efficiency and unit economics, while
simultaneously building for scale and growth. Company have been able to achieve this scale with only ¥5,777.38 million primary
investment into company as of March 31, 2021.

Founder-led company supported by a professional management team

Company’s sustainable growth in business has been achieved through company’s founder-led management team with relevant
experience and complementary skill sets. Company is led by Founder, Executive Chairperson, Managing Director and Chief Executive
Officer, Falguni Nayar, who started the business in 2012. She is driven by a desire to transform the traditional and transactional ways
of lifestyle e-commerce in India. She has been the driving force in developing and growing company’s business. Her understanding
of the consumer, intuitive entrepreneurship and involvement in key aspects of company’s business has helped accelerate and drive
company’s profitable growth.
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COMPANY BACKGROUND

Company was incorporated in 2012 & is a digitally native consumer technology platform, delivering a content-led, lifestyle retail
experience to consumers.

Company offer consumers an Omnichannel experience with an endeavor to cater to the consumers’ preferences and convenience:
Online: Company’s online channels include mobile applications, websites and mobile sites. As of August 31, 2021, company had
cumulative downloads of 55.8 million across all mobile applications and during the five months ended August 31, 2021, 88.2% of
company’s online GMV came through its mobile applications. Company have one of the highest share of mobile application-led
transactions, among the leading online retail platforms in India during Financial Year 2021 and the five months ended August 31,
2021.

Offline: Company’s offline channel comprises of 80 physical stores across 40 cities in India over three different store formats as
of August 31, 2021. Company’s physical stores offer a select offering of products as well as a seamless experience across the
physical and digital worlds.

Company’s lifestyle portfolio spans across beauty, personal care and fashion products.

* Nykaa: Beauty and personal care

Nykaa Fashion: Apparel and accessories

As of August 31, 2021, company offered approximately 3.1 million SKUs from 4,078 national and international brands to
company’s COnsumers across business verticals.

Some of company’s owned brands are:

Nykaa Cosmetics: Nykaa Cosmetics is a comprehensive makeup and beauty accessories brand present across lips, face, nails, eyes
and beauty tools.

Nykaa Naturals: Nykaa Naturals is a naturally derived ingredients focused brand for skincare products such as bath and body
offerings, masks and haircare.

Kay Beauty: Kay Beauty offers premium range beauty products across lips, eyes, face and nails categories.

Dot & Key: Dot & Key offers premium skincare products across serums, toners, cleansers and face masks and has recently expanded
into nutraceuticals.

Twenty Dresses: The apparel product line includes western wear across dresses, jumpsuits, tops, pants skirts as well as footwear,
bags, and accessories.

Nykd by Nykaa: Nykd by Nykaa offers lingerie and includes bras, panties, sleepwear, shapewear and athleisure.

Pipa Bella: Pipa Bella offers on-trend aesthetic jewellery such as earrings, necklaces, bracelets, rings and hair accessories.

RSVP: RSVP offers a wide and premium collection of dresses, jumpsuits, tops and skirts as well as footwear and bags.

FSN E-Commerce Ventures Limited

Growth and Scale of Nykaa Platform

GMV Revenue from Operations EBITDA, EBITDA Margin (1)
(F in million) (ZF in million) (¥ in million, %)
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Mote:
1. Computed on revenue from cperations

Source :RHP
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FSN E-Commerce Ventures Limited

INVESTMENT RATIONALE

Preferred destination for luxury and prestige products
in India for consumers and brands

Company have the highest AOV among the leading online beauty and
personal care platforms in India and is the largest luxury beauty and
personal care platform in India.

A large number of leading luxury and prestige beauty and personal care
brands such as Armani Beauty, Aveda, Azzaro Fragrance, Bobbi
Brown, Bvlgari, Charlotte Tilbury, Clinique, Diesel Fragrance, Dior,
Estee Lauder, Forest Essentials, Givenchy, Hermes, Huda Beauty, Jo
Malone, Kama Ayurveda, Kichl’s, L’occitane, MAC, Mugler
Fragrance, Pixi, Ralph Lauren Fragrance, Smashbox, Sulwhasoo, Too
Faced and Tom Ford and Yves Saint Laurent Beauty retail with
company, making it the shopping destination of choice in India for their
products. Further, a significant number of leading luxury and prestige
fashion brands such as Aachho, Adisee, AMPM, Boat, Falguni & Shane
Peacock, Fayon Kids, Forever New, Garmin, Guess Bags, Gaya,
Hidesign, House of Masaba, Janya’s closet, Kalyan Jewellers, Kazo,
Little West Street, Masilo, Maspar, Outhouse, Payal Singhal, Ritu
Kumar, Saksham & Neharicka, Suhani Pittie, Sougat Paul, Tribe by
Amrapali, Triumph, Vitamins, Wonderchef, Wacoal, Zenic and Zink
London offer their products on company’s platform, making it their
retail destination of choice in India.

Founder-led company supported by a professional
management team

Company’s sustainable growth in business has been achieved through
its founder-led management team with relevant experience and
complementary skill sets. Company is led by its Founder, Executive
Chairperson, Managing Director and Chief Executive Officer, Falguni
Nayar, who started the business in 2012. She is driven by a desire to
transform the traditional and transactional ways of lifestyle e-
commerce in India. She has been the driving force in developing and
growing its business. Her understanding of the consumer, intuitive
entrepreneurship and involvement in key aspects of company’s
business has helped accelerate and drive company’s profitable growth.
Falguni is complemented by a professional management team which
shares the same vision and values as hers to drive company’s growth.

Resilient, capital efficient business with a
combination of strong growth and profitability

Company’s revenue from operations grew 38.10% in the Financial
Year 2021 as compared to the Financial Year 2020, despite the adverse
impact of COVID-19 on company’s business. Company’s restated
profit for the year in the Financial Year 2021 was 3619.45 million, as
compared to a restated loss of ¥163.40 million for the Financial Year
2020.

Capital Turnover Ratiol1)

F¥2019

Mote:

4 2x
3. 8x

2020 2021

1. Computed as revenus from operations drvided by equity capital raised (includes equity share capital,
OCRPS and securifies premium}). See “Other Fimancial Information® for a detailed computation.
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COMPANY’S SUPPLY CHAIN STRUCTURE

As of August 31, 2021, company had an integrated supply chain comprising of 20 warehouses (of which two are outsourced) across
India, with a total capacity of 665,371 sq. ft., supported by 80 physical stores.

= ‘Warshouse (20} 9 Reatail Stores (S0)

Source : RHP

OBJECTS OF ISSUE

Source:RHP
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SECTOR OVERVIEW

FSN E-Commerce Ventures Limited

Retail Industry in India (Rs Trillion)

India BPC Market Size & Growth (Rs Bn)

Overall Retail Industry in India (Z trillion)
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Source(s): RedSeer Research

India Beauty and Personal Care Market Size and Growth (¥ billion)
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Source(s): RedSeer Research

India Online BPC Mkt & Online BPC Penetration Global Benchmark

India Online Beauty and Personal Care
Market Size and Growth (¥ billion)

Online Beauty and Personal Care Penetration -
Global Benchmarks (% Penetration)
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Source(s). RedSeer Research; assumes US$ 1= 70 and USS 1 = RMB 6.5

Indian Fashion Market Size & Growth (Rs Bn)

India Fashion Market Size and Growth (Z billion)
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u Apparel Others

Source(s): RedSeer Research

India Online Fashion Mkt & Online Fashion Penetration Global Benchmark

Nykaa’s Target Addressable Market

India Online Fashion Market Size
and Growth (Z billion)

Online Fashion Penetration -
Global Benchmarks!" (% Penetration)
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Source(s): RedSeer Research; assumes U35 1=% 70 and USS 1 =RMB 65
Note:
1. Fashion market for USA and China includes only apparels and foofwear, while in India, the market is inclusive of apparel, footwear and accessories

Beauty and Personal Care, 2025P 15§28 bllion
(€ 1,981 billion)
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(¥ 8,702 bilion)

Beauty and US$16 billion
Personal Care, (€ 1120 bllion)
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Source: RedSeer Research assumes U3 1=870
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(Rs in Cr)
Financials Q1FY22 FY21 FY20 FY19
Total Income
816.99 2440.90 1767.53 1111.39
Total Expenditure
790.054 2279.47 1686.48 1090.884
EBIDTA
26.94 161.43 81.05 20.51
EBIDTA Margin
3.30 6.61 4.59 1.85
Other Income
4.72 11.74 10.32 4,99
Depreciation
19.50 67.13 59.51 30.88
EBIT
12.16 106.04 31.86 -5.38
Interest
9.01 30.70 44,29 26.34
PBT
3.15 75.34 -12.43 -31.72
Tax
-0.37 13.39 3.91 -7.18
PAT
3.52 61.95 -16.34 -24.54
NPM
0.43 2.54 -0.92 -2.21
ROE % 0.50 12.64 -5.07 -10.64
EPS
0.08 1.33 -0.35 -0.53
Eq Cap
15.48 15.06 14.55 14.24
Net Worth 698.89 489.93 322.14 230.55
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FINANCIAL HIGHLIGHTS

Key Operating and Financial Metrics:

FSN E-Commerce Ventures Limited

Metric

Financial Year Three Months ended June 30,  Five months
2019 ended Aug
31,2021

Number of Visits
Beauty & Mn 378.0 574.70 658.90 93.20 214.30 369.60
Personal
Care
Fashion Mn 0.1 37.8 172.10 10.0 98.4 177.30
Monthly Average Unique Visitors
Beauty & Mn 9.10 12.20 13.50 8.40 19.10 20.30
Personal
Care
Fashion Mn 0.03 1.7 5.80 1.50 13.40 14.70
Annual Unigue Transacting Consumers
Beauty & Mn 815 5.3 5.6 4.8 6.7 7.1
Personal
Care
Fashion Mn 0.0 0.1 0.6 0.2 1.0 1.2
Orders
Beauty & Mn 11.0 17.0 17.1 1.9 5.9 10.2
Personal
Care
Fashion Mn 0.4 1.1 2.4 0.2 1.2 2.1
Average Order Value(AOV)
Beauty & Rs 1433 1448 1963 2092 1837 1886
Personal
Care
Fashion Rs 655 1604 2739 2343 3170 3197
Gross Merchandise Value(GMV)
Beauty & Rs in Mn 16219.20 24981.40 33804.10 3907.80 10847.80 19316.30
Personal
Care
Fashion Rs in Mn 281.60 1867.80 6655.70 429.80 3848.30 6897.30
Total Rs in Mn 16500.80 26849.20 40459.80 4337.70 14696.10 26213.60
GMV Growth = % 62.7% 50.7% -- 238.80%
Rev from Rs in Mn 11113.90 17675.30 24408.96 2886.39 8169.91
operations
Rev from % -- 59.04% 38.10% -- 183.05%
operations
Growth
Gross Profit ~ Rsin Mn 4511.17 7533.29 9530.71 733.31 3316.58
Gross Profit | % 40.59% 42.62% 39.05% 25.41% 40.60%
Margin
EBIDTA Rs in Mn 205.10 810.55 1614.26 (453.44) 269.37
EBIDTA % 1.85% 4.59% 6.61% (15.71)% 3.30%
Margin
Restated Rs in Mn (245.39) (163.40) 619.45 (545.07) 35.22
Profit/(Loss)
for the
period/Year
Restated % (2.21)% (0.92)% 2.54% (18.88)% 0.43%
Profit/(Loss)
Margin
Source:RHP
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DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed
to carry on the business of broking, depository services, merchant banking services, Portfolio Management Services and other
related activities. Broking services offered by HEM Securities Limited are under SEBI Registration No.: INZ000168034.

FSN E-Commerce Ventures Limited

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No.
INH100002250 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only
and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of
any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved), and should consult his own advisors to determine the merits and risks of such investment. This should not be construed
as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for all
investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject HSL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this statement as may
be required from time to time. HSL or any of its associates / group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. HSL is committed to
providing independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading
and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past
performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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