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Aditya Birla Fashion and Retail Ltd. (ABFRL) reported a challenging Q2FY25, where slower revenue growth impacted its
overall performance, largely due to lower demand in lifestyle brands and subdued discretionary spending. Despite the
muted revenue growth, ABFRL demonstrated a strong focus on profitability improvements, particularly within its Pantaloons
and ethnic portfolio segments. The company recorded revenue growth of 13% YoY, primarily driven by inorganic growth
through acquisitions like TCNS and expanding newer portfolio brands. We maintain HOLD recommendation with a revised
target price of INR 330.

Performance Across Key Segments:

Pantaloons: Saw a 3% YoY revenue growth and recorded a
notable improvement in EBITDA margin by 560 bps YoY to 15%,
mainly from improved inventory management, markdown

reductions, and closure of unviable stores.

Ethnic and Newer Segments: Ethnic businesses, especially
brands like Tasva and TCNS, grew significantly with a robust
YoY growth rate of 215% in the segment, supported by higher
retail productivity and targeted expansion. TMRW also

performed well, with revenue growing by 105% YoY.

Lifestyle Brands: Lifestyle brands underperformed, showing
only a 3% YoY growth, impacted by lower off-take in the

wholesale channel due to demand softness in smaller markets.

Outlook and Strategic Initiatives:
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ABFRL is focused on consolidating unprofitable stores and is
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H2FY25. The company plans to add around 100 stores in high-
demand urban locations while closely monitoring the
performance of new stores in lifestyle and ethnic brands.
Management expects demand to pick up during the festive

season, supported by the wedding calendar in H2FY25.

e ABFRL's portfolio expansion in previous years positions it well
for long-term growth, though scaling profitability in its newer
segments, such as ethnic and digital-first brands, remains a
priority. Management is optimistic about leveraging the
demerger process to unlock shareholder value, with

completion anticipated by the end of FY25.

Future Outlook and Valuation :

The management remains cautious about store expansion due to
the subdued demand with environment and given the limited
upside at current valuations, We maintain HOLD recommendation

with a revised target price of INR 330.
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Quarterly Financials

INR Cr 2QFY25 2QFY24 % Chg 1QFY25 % Chg
Total Sales 3643.9 3226.5 12.9 3427.8 6.3
COGS 1586.2 1503.7 5.5 1489.3 6.5
Gross Profit 2057.7 1722.8 19.4 1938.5 6.1
Gross margin (%) 56.5% 53.4% 308 bps 56.6% -8 bps
Staff cost 518.9 423.1 22.6 468.8 10.7
% of Net sales 14.2% 13.1% 113 bps 13.7% 56 bps
Rent 212.3 209.9 1.2 231.7 -8.3
% of Net sales 5.8% 6.5% -67 bps 6.8% -93 bps
Other Expenses 965 766.4 25.9 879.6 9.7
% of Net sales 26.5% 23.8% 273 bps 25.7% 82 bps
EBITDA 361.3 3234 11.7 358.4 0.8
EBITDA Margin % 9.9% 10.0% -11 bps 10.5% -54 bps
Depreciation 461 388.8 18.6 435.9 5.7
Interest 250 208.4 20 219.5 13.9
Other income 51.6 45.7 12.7 47.8 7.8
PBT -298.2 -228.1 - -249.3 -
Tax -63.6 -28.2 - -34.6 -
effective tax rate % 21.3% 12.4% 895 bps 13.9% 742 bps
PAT -234.6 -199.9 - -214.6 -

Profit Margin % -6.4% -6.2% -24 bps -6.3% -18 bps




Financials

Income Statement

Balance Sheet
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INR Cr FY23 FY24 FY25E FY26E INR Cr FY23 FY24 FY25E FY26E
Net Revenue 12,417.9 13,995.9 16,029.2 18,860.4 Share Capital 948.8 1,015.0 1,015.0 1,015.0
Gross Profit 7,728.6 8,851.5 10,414.9 11,914.1 Reserves & Surplus 2,394.5 3,018.8 2,798.2 2,960.8
Op. Expenses 10,924.3 12,543.3 14,135.1 16,481.8 Total Equity 3,343.3 4,033.8 3,813.2 3,975.8
EBITDA 1,493.6 1,452.6 1,896.9 2,378.7 Debt 2,305.5 4,205.2 4,205.2 4,205.2
Depreciation 1,227.0 1,655.2 1,800.3 1,885.0 Minority Interest 2.7 687.2 646.9 669.4
EBIT 266.6 -202.6 96.6 493.7 Net deferred Tax liabilities -156.8 3.7 3.7 3.7
Other income 123.3 250.3 350.8 420.8 Non-Current Liabilities 4,267.3 5,246.2 5,246.2 5,246.2
Interest Exp. 472.4 887.6 802.6 676.6 Total Liabilities 9,762.0 14,176.1 13,915.2 13,600.3
Reported PBT -82.4 -829.8 -355.3 237.9 Gross Fixed Assets 10,005.7 14,296.8 15,002.6 15,708.3
Tax -23.0 -93.0 94.4 52.7 Accumulated Depreciation 3,976.0 5,631.3 7,431.6 9,316.6
Reported PAT -59.5 -735.9 -261.0 185.2 Capital work in progress 203.7 171.1 171.1 171.1
Minority Int./Profit (loss) from Asso. -23.5 -107.9 -40.4 22.5 Net Fixed Assets 6,233.4 8,836.6 7,742.1 6,562.8
Net Profit -36.0 -628.0 -220.6 162.6 Goodwill 2,329.7 3,201.0 3,201.0 3,201.0
EPS (INR) -0.4 -6.2 -2.2 1.6 Investments 266.6 984.8 984.8 984.8
Non Current Investments 84.2 104.1 104.1 104.1
Current Investments 182.4 880.7 880.7 880.7
Current Assets, Loans & Adv. 7,803.1 8,731.4 9,657.4 11,268.6
Cash Flow Inventory 4,214.4 4,505.3 5,506.2 6,478.8
INR Cr FY23 FY24 FY25E FY26E Debtors 886.4 1,278.8 1,141.8 1,343.5
PBT -82.4 -828.9 -355.3 237.9 Cash & Bank balance 701.1 462.4 524.5 914.6
Depreciation & amortization 1,227.0 1,655.2 1,800.3 1,885.0 Loans & advances and others 2,001.2 2,484.9 12,4849 2,484.9
Interest expense 472.4 887.6 756.1 626.6 Current Liabilities & Provisions 6,870.7 7,577.7 7,670.1 8,416.8
(Inc)/Dec in working capital -911.8 -167.3 -771.5 -424.7 Liabilities 6,625.7 7,304.5 7,396.8 8,143.5
Tax paid 2.5 -43.1 94.4 -52.7 Provisions 245.0 273.2 273.2 273.2
Other operating Cash Flow -71.4 -151.2 - - Net Current Assets 932.4 1,153.7 1,987.3 2,851.7
CF from operating activities 636.2 1,341.4 1,523.9 2,269.3
Capital expenditure -681.3 -747.0 -705.7 -705.7
Inc/(Dec) in investments 283.9 -2,270.9 - -
CF from investing activities -387.2 -2,991.6 -705.7 -705.7
Inc/(Dec) in share capital 772.8 1,498.0 - -
Others -1,417.6 -1,217.9 -756.1 -626.6
CF from financing activities 331.6 1,411.6 -756.1 -626.6
Net cash flow 580.5 -238.7 62.1 937.0
Opening balance 120.5 701.1 462.4 524.5
Closing balance 701.1  462.4 5245 961.4
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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) Regulations, 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 recommendation
or 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 completeness cannot be guaranteed. 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
businesses 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 affiliates or their respective directors, employees, agents or representatives shall be responsible 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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