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The recent trend of on-boarding new categories – Beauty and Personal Care (BPC), D2C 
brands, apparel – to quick commerce (Q-commerce) platforms is set to challenge incumbent 
e-commerce platforms/retail giants. Led by convenience-led purchases, Q-commerce plays are 
also featuring selective white goods (by OEMs). But related offtake may be limited in our view 
– White goods are high-value, planned purchases and most customers may not want such 
products within 10-15 minutes.      

Also, per our checks, Q-commerce may disrupt profitability of incumbents such as Nykaa 
(which may resort to discounting in BPC given likely inability to match up to the convenience 
moat brewed by Q-commerce). Companies such as DMart too may be slightly hit on growth, 
as some part (3%-6% per our checks) of the monthly grocery/FMCG purchases may move to 
Q-commerce led by convenience. Further, share of quick commerce sales for larger FMCG 
brands currently stands at ~1-2% , which may double over the near term; these larger brands 
tend to make better margins on quick commerce platforms vs e-commerce, due to lower 
discounts (selective push brands) on the former. 

The only respite for incumbents is that Q-commerce is largely skewed to major metros/tier-1 
for now but such expansion into non metros may overturn this. Q-commerce platforms have 
ample levers: 1) higher take rates from D2C brands, 2) advertising revenue from larger 
brands/verticals, and 3) change in product mix (gifting, apparel, BPC, pet care, eye care etc.) 
to drive better profitability, medium-to-long term. Our checks continue to suggest that Blinkit 
is far superior versus other Q-commerce plays on 1) product assortment offered, 2) user 
experience, and 3) ROI (advertising)- led conversions for brands, which may continue to 
positively impact Zomato’s valuation, medium-term, led by superior execution.          

Q-commerce: Convenience-led growth and moving away from discounts (FMCG and BPC) 

Q-commerce plays are driving growth through convenience, aiming to persuade customers to order per need than in bulk. Unlike 

traditional models, they are avoiding product discounts to establish themselves in the fast delivery ecosystem, despite higher logistics 

costs. Currently, their operations are primarily focused on metros, with plans to expand into tier II/III. Brands on Q-commerce 

platforms have become more search-based than discovery-based. To compete with platforms such as Instamart, Blinkit, and Zepto, 

traditional and e-commerce companies must innovate to enable faster ordering and deliveries. Furthermore, Q-commerce platforms 

charge higher commissions from D2C brands, although these brands sell lower volumes compared with established ones. The 

technology and user interface create differences among Q-commerce companies, and not pricing or discounts.   

Q-commerce: FMCG offtake up    

Q-commerce contributes ~1%-2% to the sales of major FMCG brands, while for other brands (smaller brands), it ranges 

between 7% and 8%. Typically, on an average, for an FMCG brand, sales are distributed as follows – 70% from general trade, 

20% from modern trade, and 10% from digital channels (quick commerce and e-commerce). Among mid-sized FMCG brands 

(with sales of up to INR 8bn), digital sales range between 15% and 20%, with none exceeding 20%. Currently, Q-commerce 

accounts for ~40% of digital sales (for D2C brands), a figure expected to rise to ~60% in the near future with e-commerce and 

modern trade turning costlier for FMCG brands than Q-commerce. 
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Traditional trade most profitable for FMCG brands followed by Q-commerce – disruptive for DMart   

For FMCG brands, traditional trade yields the highest profitability, followed by Q-commerce due to lower discounting. For a 

brand with INR 3bn in sales, EBITDA margin may range between 10% and 20% in traditional trade, depending on the category, 

while in modern trade, it may be between 5% and 10%, and lower in e-commerce platforms. In contrast, EBITDA margin in Q-

commerce is better than e-commerce (for selective push brands within FMCG) and may even surpass modern trade in the near 

future, potentially disrupting DMart. Take rate for Q-commerce platforms varies between 18% and 28% for large FMCG brands, 

depending on the category. However, for mid-sized brands, it is 40%, and for newer brands, 50%.               

D2C brands scaling up aggressively on Q-commerce and own website 

Many newer BPC/FMCG brands are opting for the direct-to-consumer (D2C) route as it offers higher sales and provides 

consumers with better choices and discounts. These brands are also leveraging sales on Q-commerce platforms to establish 

presence in metros and tier 1. Most brands offer higher discounts on their own D2C websites compared with other platforms. 

Companies with robust warehousing systems experience minimal losses during returns, and partnerships with top logistics 

partners streamline operations. On an average, a mid-sized brand (BPC - Beauty and Personal Care) generates ~50% of its 

revenue from its D2C website and Q-commerce platforms.       

Incumbent platforms resort to discounting to offset negative impact 

The incumbent traditional and e-commerce platforms have adopted discounting strategies and promotional offers to 

counteract the adverse effects from Q-commerce platforms. Moreover, the shift of advertisement revenue to Q-commerce 

platforms has hit the profitability of e-commerce platforms, straining margin. Nykaa experienced a decline in ad revenue 

growth in its BPC segment, down from 27% YoY in 9MFY23 to 3% YoY in 9MFY24. Currently, Q-commerce platforms offer 

fewer discounts and promotions compared with traditional e-commerce platforms, while also boasting better take rates. Also, 

Q-commerce platforms have begun selling high-value products such as iPhones and gaming consoles to enhance their 

margins and profitability, however off-take of the same could be limited in our view as these are more planned purchases.  

Q-commerce could mildly hit incumbents, but only in metros so far 

Traditional retailers such as DMart have presence in 117 cities, with ~65% of these falling into the tier II/III category.Similarly, 

Nykaa has been focusing on tier II/III and has been expanding its offline presence in these areas to drive growth in its BPC 

segment. Currently, Q-commerce is primarily operational in metros/tier 1, which is impacting the sales of traditional and e-

commerce companies in these areas. However, if Q-commerce plays were to extend their operations to tier 2/3, it would 

challenge companies such as DMart and Nykaa, and would pare sales and profitability. As per our checks, 3-6% of the monthly 

FMCG/grocery spends may move to Q-commerce platforms led by convenience. 

Potential to scale up ad revenues    

Q-commerce companies are experiencing a surge in their advertisement revenues, contributing to increased take rates. Blinkit, 

for instance, saw a 240bps rise in its take rate, moving from 15.7% in 9MFY23 to 18.1% in 9MFY24. Many brands are turning 

to Q-commerce platforms for better ROI on their advertisements, as e-commerce platforms have become more costly in this 

regard. While the introduction of new brands on Q-commerce platforms is selective, these platforms prioritize search-based 

approaches over discovery, resulting in less favorable ROI for new brand launches. Established brands typically enjoy lower 

take rates on these platforms compared with newer D2C brands, which are charged higher take rates due to their lower sales 

volumes. On an average, discounts on Q-commerce platforms for larger brands (selective push brands) stand at 3-7%, whereas 

discounts are typically higher on e-commerce platforms, at 10-12%. 
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Disclosures & Confidentiality for non U.S. Investors 

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to 

provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating 

the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document. 

Each recipient of this document should make such investigations 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 its own advisors to determine the merits and risks of such an investment. 

Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be 

happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited  or any of its affiliates have not independently verified all the 

information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations or warranties, expressed or implied as contained in this 

Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private Limited  or any of its affiliates, their directors and the 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 Note. Each of 

these entities functions as a separate, distinct and independent of each other. This Note is strictly confidential and is being furnished to you solely for your information. This 

Note 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 Note 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 Elara Securities (India) Private Limited or 

any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, 

and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly 

return all material received from the company and/or the Advisors without retaining any copies thereof. The Information given in this document 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. 

Elara Securities (India) Private Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. 

However, Elara Securities (India) Private Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited  nor any 

of its affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including 

lost revenue or lost profits that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the 

company nor shall it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The 

disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views 

expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a 

financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report 

accurately reflect his or her personal views about the subject company or companies and its or their securities, 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. 

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is 

important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism. 

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited. 

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited 

[NSE],  in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].  

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.  

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five 

years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities 

(India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing business by any Stock 

Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time. 

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered 

or proposed to be registered. 

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com 

Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities. 

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the 

subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of 1% or more 

securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India) Private Limited does 

not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research 

Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the 

month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate 

entities does not have any other material conflict of interest at the time of publication of the Research Report.  

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company. 

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of 

Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) 

Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve months. Research analyst 

or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant banking or brokerage services from the 

subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may have received any compensation for 

products or services other than investment banking or merchant banking or brokerage services from the subject company or third party in connection with the Research 

Report in the past twelve months. 

Disclaimer & Standard warning 

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or 

provide any assurance of returns to investors. 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 
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Disclaimer for non U.S. Investors 

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we 

endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to 

be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation. 

  

 
Disclaimer for U.S. Investors 

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it should not 

be relied upon as such. 

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies 

mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only correct 

as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the interests of the investor and 

the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please note that the amount of income that 

the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the investor’s currency of 

reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The information contained 

in this report does not constitute advice on the tax consequences of making any particular investment decision. This material does not take into account your particular 

investment objectives, financial situations or needs and is not intended as a recommendation of particular securities, financial instruments or strategies to you. Before 

acting on any recommendation in this material, you should consider whether it is suitable for your particular circumstances and, if necessary, seek professional advice. 

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not 

guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future 

performance could differ materially from these “forward-looking statements” and financial information. 
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