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Revival hopes pinned on Q3 festive season
Following are key takeaways from our recent interaction with the V-Mart
Retail management (VMART):


VMART now has ~90% of its stores operational given the gradual
unlocking across the country. However, store timings have reduced in
many geographies due to continued restrictions.



Footfalls are at 70-75% of normal levels whereas conversion to buying
customers is high as only those with immediate requirements are stepping
into stores.



Average selling price is declining but the average bill size has risen 15-20%
as customers are purchasing a higher number of items.



VMART is now seeing some pick-up in non-routine purchases by
customers (for items such as trousers), unlike the initial unlock phase
where sales mostly comprised regular-use products such as trackpants,
t-shirts and shorts.



Like-to-like store sales are currently ~60% of year-ago levels.
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Rental renegotiations with landlords due to the Covid-19 lockdown/
slowdown should yield savings of Rs 150mn-200mn for the company in
FY21. These are one-time savings and will normalise in FY22.

Adj. net profit (Rs mn)

Employee cost rationalisation should save Rs 150mn-200mn of staff costs
in FY21.

Adj. P/E (x)

VMART has started purchasing stock for the upcoming festival season in
Q3 and is hopeful of better demand during the period with unlocking.



The company has used only ~15% of its working capital limits so far.



Management is not planning any net addition to stores in FY21 but will
undertake relocation or closure of some underperforming outlets.



On 5 September, the company passed an enabling resolution to raise up to
Rs 5bn as a precautionary measure in case the pandemic continues and the
situation worsens, necessitating fund raising. These funds are not intended
for M&A activity.
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Disclaimer
Recommendations and Absolute returns (%) over 12 months
BUY – Expected return >+15%
ADD – Expected return from >+5% to +15%
REDUCE – Expected return from -5% to +5%
SELL – Expected return <-5%
Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce)
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Rating distribution
As of 31 August 2020, out of 100 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 48 have BUY ratings, 21 have ADD ratings, 11 are
rated REDUCE and 20 are rated SELL. None of these companies have been investment banking clients in the last 12 months.
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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
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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.
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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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