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Chanel Check Festive demand & GST impact: Muted start to the
festive season
mosithy T e | GST benefits largely passed on

Apparel and Footwear channel checks
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Subdued consumer sentiment continues for apparel and footwear retailers
The onset of the festive season following Shraddh — namely Navratri, Dussehra,
Karwa Chauth, and the pre-Diwali period — has so far seen muted consumer
sentiment across apparel and footwear retailers. Overall demand during the
Navratri period, which included GST adjustments and the festival itself, was
transient and modest. Most stores experienced a visible uptick in the initial days of
Navratri, but this momentum quickly waned, and the anticipated pre-Diwali surge
has been softer than usual. After Navratri, the market entered a post-festival lull,
with consumers broadly deferring purchases. Although mall-level footfalls continue

to grow YoY and MoM, store-level performance remains highly location-
dependent. Retailers are now hoping for a demand pickup over the coming
weekend to ensure a stronger Diwali.
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GST cuts have not led to any major boost in consumption trends for
footwear and apparel

The recent GST revisions have yielded a mixed impact across consumption
categories. While the rate cut to 5% on select footwear and apparel offered
theoretical price relief to consumers, the actual demand response has been
modest. Mid-premium SKUs priced above INR2,500 faced mild headwinds following
the GST increase from 12% to 18%, prompting several retailers to partially absorb
the higher tax to preserve price competitiveness. Consequently, the overall net
impact of the GST changes has been largely neutral for the broader apparel and
lifestyle segments. Interestingly, despite being the category most directly
benefiting from the rate cut, footwear has not witnessed a meaningful demand
uptick so far, in our channel checks.

Demand for electronic retailers improves following the GST rationalization
Driven by ~10% GST rate cuts on high-ticket white goods such as TVs and room ACs,
the electronics retailers emerged as clear beneficiaries, with a sharp uptick in
footfalls and conversions. Our channel checks suggest that TV demand is sustaining
even beyond the festive period, underscoring faster transmission of tax benefits in
the durables segment.

Our take
Following our discussions with retailers, it appears that consumer buying patterns
have shifted in recent years, with purchases increasingly back-ended closer to
Diwali. While pre-festive sales have been slow, momentum is expected to pick up
sharply as the festival approaches. Departmental stores such as Shoppers Stop are
likely to outperform exclusive brand outlets (EBOs) due to greater brand variety,
convenience, and in-store assistance. Several retailers appeared wary of a softer
festive season due to low footfalls amid a variable incentive-driven pay structure;
others remained optimistic about stronger sales over the coming weekends. The
recent GST reduction has not materially influenced consumer demand, and its
initial impact is expected to remain largely neutral across retailers.

Aditya Bansal - Research Analyst (Aditya.Bansal@MotilalOswal.com)
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Pre-festive buying trends

Consumer sentiment across apparel and footwear retail remains muted, with
footfalls at normal to below-average levels. Retailers indicated steady but
softer-than-expected demand through Navratri, marked by a brief early pickup
and a notable improvement during Dussehra. The first weekend of Oct (4-5%
Oct’25) saw a modest uptick in store walk-ins and sales, though the trend lacked
structural strength and has not sustained the festive momentum. Some brands
saw momentum sustaining post-Navratri; however, this was limited to a few
retailers and not the norm. Overall, retailers are waiting for a stronger weekend-
led traction as the core Diwali buying window approaches, hoping for a more
sustained lift in demand trends.

Evening footfalls remained weak, as consumers engaged in festive activities or
fasting, an annual structural pattern observed during Navratri. Typically, pre-
Diwali sales begin 10—15 days before the festival, but this year’s post-Dussehra
surge was softer than anticipated, and Diwali walk-ins remain below the earlier
“jam-packed” norms, pointing to a muted festive start.

Nevertheless, the weekend before Diwali remains the key, with most store
managers hopeful of pent-up demand materializing closer to the festival. Some also
noted that sales shortfalls versus internal targets could impact employee incentives.
On the other hand, mall-level footfalls continue to show a positive trajectory,
both YoY and MoM, according to mall representatives. However, store-level
performance remains highly location-dependent in malls, as store placement
within the mall continues to be a key determinant of productivity, walk-ins, and
conversion rates.

Exhibit 1: Footfall trends across retailers

Segment

Observation Commentary

Value Fashion (Zudio and Max)

Department Stores (Shoppers Stop
and Pantaloons)

Mid-Premium EBOs (Allen Solly, Van
Heusen, and Peter England)

Ethnic (BIBA, W, and Ethnicity)

Premium EBOs (LP and TH)
Footwear (Bata, Crocs, Puma, Nike,
and Skechers)

Premium fabrics (Raymond MTM)
Malls

Electronics (Croma, Vijay Sales, and
Reliance Digital)

Consistent to strong «*  Structurally strong footfall; steady conversions.

% Benefiting from brand variety and mall traffic. Pantaloons is benefiting

Improvement . .
majorly from a store refresh and an elevated consumer experience.
Soft + Diwali footfalls yet to materialize; festive LTLs are flat vs. last year.
Soft +» Demand pick was much lower than anticipated.
Soft +  Short-lived festive momentum, but still faring much better than the rest of

the branded peers.

Weak Navratribut +* Post-monsoon uptick in formal shoes for Bata; Navratri was weak for major

improving trends footwear retailers; Diwali is aiding a mild recovery.
Low < Location-driven structural constraint; repeat clientele-driven demand.
Healthy %+ Footfalls are higher YoY; conversion is lagging due to limited offers.
Significant < Improved demand trends driven by GST rationalization, especially for
improvement premium TVs.

Source: Company, MOFSL
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Exhibit 2: Store refresh leading to improved walk-ins for Exhibit 3: BATA — Discounted items being displayed near the
Pantaloons entrance to draw customers’ attention.

Source: MOFSL, Company Source: MOFSL, Company

Exhibit 5: Zudio — Beauty attracting higher traction/footfalls

Exhibit 4: Zudio — Higher footfalls even in non-peak hours

Gt

Source: MOFSL, Company Source: MOFSL, Company

GST impact

The revised GST regime is yielding a mixed impact on the retailers. While the rate
cut from 12%/18% to 5% on goods priced < INR 2,500 offered a theoretical
~6%/~13% price relief to consumers, the uplift in demand remains muted. The value
segment SKUs (< INR 2,500) saw only modest gains, and mid-premium SKUs (above
INR2,500) faced mild headwinds due to the jump in GST rate from 12% to 18%,
which effectively led to either price hikes or absorption of price hikes by retailers in
certain cases. Retailers such as ABLBL have strategically absorbed a part of the GST
burden for borderline SKUs (e.g., pricing a < INR3,049 SKU at a flat INR2,625) to
maintain competitiveness. Though awareness campaigns and store signage have
been put up to improve consumer cognizance, these have so far failed to translate
into any meaningful uptake.

Conversely, white goods, TVs, and ACs emerged as clear beneficiaries, with retailers
reporting stronger-than-expected traction and TV demand sustaining beyond the
festive period, underscoring higher price sensitivity and faster transmission of tax
benefits in the durables segment.
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Exhibit 6: GST impact

Retail

Price Band Apparel GST New GST Observed Impact

< INR 2,500 12% >5% <+ Price benefit passed to consumers (~6% discount) %* Minor positive response in entry-price categories.
“ D dhasb tral, but tailers had

>INR2,500  12%->18% < Price increase of ~6 % emand has been neutral, but some retatiers ha

to absorb the GST hit

Exhibit 7: BATA — Awareness campaign to highlight the GST
cut benefits

LESS GST.
MORE OMG!

#BataPricePromiises

EELET benefits, now i

Source: MOFSL, Company

Exhibit 9: Retailers put up stickers for the upward price
revisions

Exhibit 8: SHOP — Store signage to point out the GST rate cut
impact on prices

Source: MOFSL, Company

Exhibit 10: ABLBL partly absorbed the impact of the GST hike
(for SKUs up to INR3,049, prlcmg changed to a flat INR2,625)
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Stock and inventory position

Pre-Diwali inventory build-up across apparel and footwear retailers appears largely
complete, with most brands having finalized their stocking and replenishment over
the past few days.

Value-fashion chains such as Zudio and Max were still in the process of festive
replenishment and stocking up their stores, with a sharper focus on high-velocity
categories such as beauty and ethnic wear, which are witnessing stronger traction
during the ongoing festive cycle.

Shoppers Stop has already completed its stock refills over the last weekend (4-5%"
October) and is now fully geared up for the expected festive footfall surge. In
contrast, ABLBL and Pantaloons have completed their stocking but are facing weak
walk-ins and conversion rates, indicating that while inventory readiness is high,
actual consumer offtake remains subdued.

Meanwhile, footwear players are maintaining normal stock levels, with a targeted
replenishment in formal categories following the end of the monsoon season,
signaling preparedness for demand recovery during Diwali-led social and corporate
gatherings.
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What are the street/retailers’ thoughts about lower footfalls?

m  Shift in festive buying trend: Over the past few years, festive shopping has
become more back-ended, with purchases now concentrated in the 5-7 days
leading up to Diwali, as opposed to the earlier trend when buying activity began
nearly ~15 days in advance. Retailers remain hopeful of stronger sales in the
coming weekend.

m  Clustered festival calendar: The bunching up of festivals from Navratri to Karwa
Chauth to Diwali in the same month has resulted in overlapping of buying
occasions, which may have diluted spending and suppressed overall footfalls
during the Navratri and pre-Diwali phase.

m  Shift to online shopping: Several retailers highlighted that a segment of loyal,
repeat customers has migrated to online platforms, attracted by wider
assortments, better discounts, and the convenience of avoiding festive-store
crowding. This has further hit offline footfalls.

®  Consumer wait-and-watch behavior: A few retailers believe that consumers are
deferring purchases in anticipation of Diwali-led discount offers, which have not
yet been rolled out by most retailers. This has contributed to the delay in festive
conversion so far.

m  Muted early festive activity: A few retailers noted that footfalls across malls and
high streets are currently lower than in previous years, and the festive off-take
that usually begins by this time has been slower in the current year.

Other key observations

Extended mall timings: A few malls in Mumbai, such as Phoenix Marketcity, have
extended their operating hours until midnight (earlier they closed at 9 PM), which is
expected to support the sales momentum.

Rental structure: Select stores that have recently relocated within malls reported
that rental agreements are linked to a percentage of sales for the first six months,
after which they transition to a fixed rental model.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing

14 October 2025 6



motilal
oswal

Financial Services

Retail

Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall be within following 30 days take
appropriate measures to make the recommendation consistent with the investment rating legend.
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	The revised GST regime is yielding a mixed impact on the retailers. While the rate cut from 12%/18% to 5% on goods priced ≤ INR 2,500 offered a theoretical ~6%/~13% price relief to consumers, the uplift in demand remains muted. The value segment SKUs ...
	Conversely, white goods, TVs, and ACs emerged as clear beneficiaries, with retailers reporting stronger-than-expected traction and TV demand sustaining beyond the festive period, underscoring higher price sensitivity and faster transmission of tax ben...

