SECTOR UPDATE

CONSUMER STAPLES

Conference call summary: Opportunities & Challenges
= QComm penetration is ~15% of relevant retail spends which can go up
to 30%. Potential is the top ~80mn of Indian population

= Fastest migration in dry groceries; regional staples remain GT-heavy.

QComm unit economics improving; potential for 26-28% gross margins

= FMCG implications: Manage pack/price architecture to compete with pvt

label, innovate to premiumise, reallocate A&P to higher ROl QComm
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Structural adoption in India: We recently hosted Mr Varadharajan (Quick
Commerce expert) to better understand Quick Commerce dynamics. QComm is
rapidly turning into a structural part of urban spend. Drivers include India’s frequent
replenishment culture (small kitchens, cooks/maids, low/no pantry storage),
preference for instant delivery, and personalised shopping. Current penetration
stands at ~15% of the relevant wallet; top 80mn of the Indian population.

Category migration: Categories migrating fastest from General Trade to QComm
include dry groceries, staples, beauty and personal care, and household utilities.
Regional products, especially staples, remain strongholds in GT.

Shift in communication: Traditional recall advertising is weakening. QComm
consumers are shopping more by “needs” (“detergent for whites”) than brands.
Retail media revenue; currently 3%-4% of GMV, can move to 5%+. For FMCG, this
implies need for A&P reallocation to QComm platforms. Given slightly different
consumer behaviour; attribute tagging, and visibility spend will gain importance.

Unit economics imply a sustainable model: Industry operates at 21%-23% gross
margins, with advertising revenue adding ~300bps. This can potentially rise by 1-
2ppt to upto 28% with the increase in the share of discretionary categories such as
gifting, electronics and home, plus bank / credit card partnerships. QComm is a
sustainable, scalable channel rather than a cash-burning experiment.

Industry structure & bargaining power: The market is consolidating on Blinkit,
Zepto, and Instamart. Reliance, Amazon, and Flipkart likely to remain less
competitive in QComm. Meaningfully higher retailer concentration vs a fragmented
GT, is increasing the bargaining power of QComm companies.

Implications for FMCG: QComm offers both opportunities (innovation, efficient
media ROI, premiumisation) and threats (rising share of private label, weaker

bargaining power). FMCG firms need to manage pack-price architecture, innovate

for premiumisation, and reallocate A&P from GT to QComm to leverage higher ROls.
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Conference call summary

Consumer Behaviour

= India follows a frequent replenishment model (small kitchens, no pantry, cooks /
maids)

= Decline of “family shopping trips” as consumers now prefer immediacy and daily
choice

= Shopping / search is now attribute-driven (“detergent for whites”) vs brand recall

Category Trends

= Dry groceries, packaged staples, BPC, household utilities are migrating fastest
from General Trade to QComm

= Regional/ethnic staples for instance tea, oils, batter, poha, puttu remain sticky in
General Trade

= In the current quick commerce basket, 70-75% is consumables/grocery and rest is
BPC, durables, general merchandise, etc. The non consumables part has a higher
gross margin.

Next leg of growth for Quick Commerce
=  General merchandise such as stationery, utensils, plastics, cutlery
=  Private labels in low-engagement, high-ASP recurring categories

Brand Building & Monetisation

= Traditional TV-led brand recall is weakening. Searches are more need based than
brand based

= Retail media currently at 3-4% of GMV, moving toward 5%+

Operating metrics

=  Dark store breaks even at 1,000-1,200 orders per day and make good margins at
1500

= Inventory turns can be as high as 15x-20x; Dmart does 10x-11x

= Customer acquisition cost of INR800-1,000. Only after 8-9 orders is there a
breakeven at the customer level.

= Typical order size is Rs600 and number of occasions is about 3-4 times in a month.
But number of occasions of ordering has gone up.

Industry Structure & Risks

= Consolidation around Blinkit, Zepto, Instamart; Reliance, Amazon, Flipkart are less
competitive given different legacy business model which is centralised warehousing
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driven. The focus of the legacy players will to sweat out their existing assets. Also
brand association matters.

M&A could be challenge as the Indian players will not be willing to put up the
money and foreign players like Amazon and Flipkart have their own profitability
targets.

Bargaining power is increasing for QComm companies

Currently 70-80mn of is the relevant customer base for Quick commerce. The aim
will to expand the number of products bought by the same customer.

Blinkit has the broadest range of products whereas Zepto is the strongest in
consumables and is very concentrated from a market perspective. Swiggy
Instamart is somewhere in between these two.
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Investments 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.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL — Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her 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 BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts
of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance
advisory or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.
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relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research report/activities.
Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in
a merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant
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enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred
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Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely
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No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
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