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Vishal Mega Mart Limited (VMM) is a prominent Indian retail chain that offers a broad assortment of products, such as
groceries, apparel, household items, electronics, and more. With a network of 645 stores, alongside its website and
mobile app, VMM primarily caters to middle and lower-middle-income segments through its private label brands. The
stores are predominantly located in tier 2 and tier 3 cities, aligning with the needs of price-sensitive customers. The
company boasts a strong customer base of 13.4 crore registered loyalty members, who contribute ~90% to its revenue.
VMM's growth strategy is focused on expanding its presence in cities with populations of 50,000 or more which
represents a significant untapped opportunity. India has roughly 50 Tier 1 cities and 1,250 Tier 2 cities and beyond with
populations exceeding 50,000, presenting substantial growth potential for VMM.

Recommendat

Investment Rationale:
Value-for-Money Offering: VMM provides affordable products
across multiple categories, including apparel, general merchandise,

Issue Snapshot

Details Information and FMCG. The company's private label brands such as Tandem,

Date of Opening 11th December 2024 Mavie, Yellow HIppO, Home Pure etc contribute ~70% to the
revenue, deliver quality products at competitive prices. Apparel

Date of Closing 13th December 2024 options for men and women start at Rs 99, while FMCG products are
priced as low as Rs16. The products either manufactured in-house

Listing Date 18th December 2024 or through third-party vendors. 19 of its private label brands
recorded sales exceeding Rs 1,000mn with 6 of them exceeding Rs

Price Band per share (Rs) 74-78 5,000mn. Revenue from sales of private label brands grew at a CAGR
of 27% between FY22 and FY24.

Offer for Sale (Rs mn) 80,000

Strong Presence in Tier 2 and Tier 3 Cities: The Company has an
extensive retail network with 645 stores across India as of September
30, 2024. This includes 194 stores in 33 Tier1 cities and 451 storesin

Fresh Issue (Rs mn) -

| i R . . . . .

ssue Size (Rs mn) 80,000 381 Tier 2 and Tier 3 cities operated on alease basis, while 2

Face Value (Rs) 10 addltlor.wal stores are .managed by franchls§es.The market opportunity
for low income and middle class consumers is quite large as the total

Registrar KFin Technologies Limited addressable market for aspirational retailin India is Rs. 68-72 trillion
for CY23 and is expected to be Rs. 104-112 trillion by CY28, growing

Bid Lot 190 shares at a CAGR of 9%.

QIB shares Not more than 50% of the Offer Efficient Supply Chain Management: VMM employs a hub-and-spoke
distribution model with 1 central distribution centre and 17 regional

Retail shares Not less than 35% of the Offer distribution centres near key demand areas. The central facilities are
directly managed by the company, while regional centres are

NIl shares Not less than 15% of the Offer operated by the promoter, Samayat Services LLP, through third-
party partnerships. The company leverages technology to ldentify

Shareholding Pattern (Pre-Issue) 96% latest trends and designs globally in apparel and general
merchandize categories and to place orders with vendors based on

Shareholding Pattern (Post-Issue) 76% daily sales and demand.

Post Ipo EPS 1.13

Pre Ipo EPS 1.02
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growth plan to expandits store network by adding 1,400 new stores
over the next 14-15years (900 stores in tier 2 and tier 3 cities and
450 stores in tier 1cities). This expansion is expected to focus on
southern India, where the company currently has lower market
penetration. Giventhis ambitious growth strategy, we recommend
subscribing to theissue for long-term growth potential.

Valuation and View: VMM's core strengths lie in its affordable
pricing strategy, expansivepresence in tier 2 and tier 3 cities,
efficient supply chain management, and asset-light business
model. Its strong relianceon private label brands and ability to adapt
to market trends bolsterits competitive position in India's retail
sector. At ¥1e upper priceband of 78, VMM is valued at a FY24 PE
multiple of 69x on post-issue capital. The company has a strategic

Peer Comparison

Revenue 5,07,888 1,23,751 89,119
Gross Profit 75,142 54,162 24,659
Gross Margin 14.8% 43.8% 27.7%
EBITDA 41,038 29,110 12,486
EBITDA Margin 8.1% 23.5% 14.0%
Profit 25,356 14,774 4,619
Profit Margin 5.0% 11.9% 5.2%
Number of Stores 365 903 611
Net Cash flow from Operating activities 27,458 13,489 8,296
Inventory days 30({NA 61
Adjusted Same-Store Sales growth 9.9%|NA 13.6%
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Income Statement

Particulars (Rs mn) FY22 FY23 FY24 | 1HFY25
Revenue from operations 55,885 75,860 89,119 50,325
Other income 653 328 331 209
Total Income 56,538 76,188 89,450 50,534
Expenses

Cost of materials consumed 42,610 57,997 64,208 39,957
Changes in inventories of stock-in-trade (2,464) (2,733) 252 (3,835)
Employee benefits expense 3,377 4,317 5,046 3,023
Finance costs 1,938 1,614 1,435 684
Depreciation and amortisation expense 4,055 4,614 5,172 2,788
Other expenses 4,325 6,075 7,125 4,498
Total Expenses 53,841 71,884 83,238 47,115
Profit before tax 2,697 4,304 6,212 3,419
Current tax 931 1,214 1,606 983
Deferred tax (26) (12) (16) (108)
Total tax expense 905 1,202 1,590 875
Profit after tax 1,792 3,102 4,622 2,544
Balance Sheet

Particulars (Rs mn) FY22 FY23 FY24| 1HFY25
Non-current asset

Property, Plant And Equipment 402 4,631 5,918 6,269
Capital Work-In-Progress 11 685 383 353
Right-Of-Use Assets 1,103 11,370 12,996 12,216
Goodwill 42,836 42,836 42,836 42,836
Other Intangible Assets 8 89 82 82
Other Financial Assets 82 878 856 904
Deferred Tax Assets 204 2,121 2,182 2,295
Non-Current Tax Assets (Net) 10 129 40 199
Other Non-Current Assets 7 160 48 50
Total Non-Current Assets 44,663 62,899 65,341 65,204
Current Assets

Inventories 12,160 14,907 14,649 18,491
Financial Assets

Investments 4,168 351 - 4,669
Trade Receivables 23 42 317 290
Cash And Cash Equivalents 972 455 870 1,945
Bank Balances Other Than Cash And Cash Equivalents 1,187 1,237 319 258
Other Financial Assets 67 150 517 1,373
Other Assets 2,439 2,807 3,048 3,287
Total Current Assets 21,016 19,949 19,720 30,313
Total Assets 65,679 82,848 85,061 95,517
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Equity And Liabilities

Equity

Equity Share Capital 45,033 45,065 45,087 45,087
Other Equity 3,219 6,495 1,113 1,390
Total Equity 48,252 51,560 46,200 46,477
Non-Current Liabilities

Financial Liabilities

Borrowings 4,037 922 - -
Lease Liabilities 8,821 8,824 10,249 | 9658.94
Provisions 224 258 310 353
Total Non-Current Liabilities 13,082 10,004 10,559 10,012
Current Liabilities

Financial Liabilities

Borrowings 938 413 - -
Lease Liabilities 4,100 4,457 4,585 4,435
Trade Payables 14,606 15,008 12,200 20534
Other Financial Liabilities 634 844 854 753
Other Current Liabilities 411 452 457 500
Provisions 157 151 187 203
Current Tax Liabilities (Net) - - - 90
Total Current Liabilities 20,846 21,325 18,283 26,515
Total Equity And Liabilities 82,180 82,889 75,042 83,004

Cashflow Statement

Net cash used in operating activities (A) 6,567 6,355 8,297 9,917
Net cash flow from/ (used in) investing activities (B) 272 1,773 (1,300) (6,215)
Net cash flow from/ (used in) financing activities (C) (7,105) (8,645) (6,581) (2,628)
Net increase in cash and cash equivalents (A+B+C) (267) (517) 416 1,074
Cash and cash equivalents at the beginning of the period/year 1,234 972 455 870
Cash and cash equivalents at end of the period/ year 968 455 871 1,944
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Analyst Certification of Independence: The analyst(s) for this report certifies that all the views expressed in this report accurately reflect his or her personal views about the subject company(ies) or issuers and no part of his or her compensation
was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange
Board of India (hereinafter “SEBI") and the analysts’ compensation are completely delinked from all the other companies and/or entities of Arete Securities Limited, and have no bearing whatsoever on any recommendation that they have given

in the Research Report. Disclaimer and Disclosures as required under SEBI (Research Analyst) R ions, 2014: Arete Securities Limited (hereinafter refer as Arete Securities) and its affiliates are engaged in investment banking, investment
advisory, stock broking, institutional equities, Mutual Fund Distributor and insurance broking. Arete Securities is a SEBI registered securities broking Company having membership of NSE and BSE for Equity, Future & Option, Currency Derivatives
segment and Wholesale Debt Market. The Company is focused primarily on providing securities broking services to institutional clients and is empanelled as an approved securities broker with all the major Nationalised, Private and Co-operative
banks, Corporate houses, Insurance Companies, Financial Institutions, Asset Management Companies and Provident Fund Trusts. Details of affiliates are available on our website i.e. http://www.aretesecurities.com.

Arete Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. Vide SEBI Reg. No. INH00002615.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in the last five years. We have not been debarred from doing business by any Stock Exchange/
SEBI or any other authorities, nor has our certificate of registration been cancelled by SEBI at any point of time.

General Disclosures: This Research Report (hereinafter called “report’) has been prepared by Arete Securities and is meant for sole use by the recipient and not for circulation. This Report does not constitute a personal recommendationor
take into account the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice
for the purpose of purchase or sale of any security, (as defined under section 2(h) of securities Contracts (Regulation) Act.1956, through Arete Securities nor any solicitation or offering of any investment /trading opportunity on behalf of the
issuer(s) of the respective security (ies) referred to herein. Recipients of this Report should rely on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed
trading/investment decision before executing any trades or making any investments.

This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by Arete Securities to be reliable, although its accuracy and comp cannot be g d. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. Any review, retransmission or any other use is prohibited.

The information, opinions, views expressed in this Research Report are those of the research analyst as at the date of this Research Report which are subject to change and do not represent to be an authority on the subject. While we would
endeavour to update the information herein on a reasonable basis, we are under no obligation to update the information. Also, there may be regulatory, compliance or other reasons that prevent us from doing so. Hence all such information
and opinions are subject to change without notice.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing

b may make investment decisions that may be inconsistent with the recommendations expressed herein.
This Research Report should be read and relied upon at the sole discretion and risk of the recipient. If you are dissatisfied with the contents of this complimentary Research Report or with the terms of this Disclaimer, your sole and exclusive
remedy is to stop using this Research Report. Neither Arete Securities nor its ffiliates or their respective directors, employees, agents or rep ives shall be r ible or liable in any manner, directly or indirectly, for the losses or the damages

sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend
or income, etc.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. Arete Securities may have issued other reports in the past that are inconsistent with and reach different
conclusion from the information presented in this report.

Arete Securities, its affiliates and employees may, from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform
investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report.

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India
before investing in the Indian Markets.

A graph of daily closing prices of securities is available at www.nseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser and select the “three years” icon in the price
chart).

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution,
publication, reproduction, availability or use would be contrary to law or regulation or what would subject Arete Securities or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently send or has
reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published for any purposes without prior written approval
of Arete Securities.
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Statements on ownership and material conflicts of interest, compensation - Arete and Associates

Disclosure of interest statement Yes/No
Arete Securities/its Affiliates/Analyst/his or her Relative financial interest in the company

Arete Securities/its Affiliates/Analyst/his or her Relative actual/beneficial ownership of more than 1% in subject company No
at the end of the month. Immediately preceding the date of the publication of the research report or date of public appearance No
Investment banking relationship with the company covered No
Any other material conflict of interest at the time of publishing the research report No
Receipt of compensation by Arete Securities or its Affiliated Companies from the subject company covered for in the last twelve months:

+  Managing/co-managing public offering of securities

. Investment banking/merchant banking/brokerage services

. products or services other than those above No
. in connection with research report

Whether Research Analyst has served as an officer, director or employee of the subject company covered No

Whether the Research Analyst or Research Entity has been engaged in market making activity of the Subject Company;
For statements on ownership and material conflicts of interest, compensation, etc. for individual Research Analyst(s), please refer to each specific research report.
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