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Q2FY23 Highlights

>

Y V

Consolidated revenues grew by 47% YoY to ¥476Cr. EBITDA increased 52% YoY
with margin expanding 110 bps to 31% YoY driven by the operating leverage due to
a strong top-line growth.

Gross margins moderated marginally in Q2 primarily due to end of season sales
impact in Aug-Sep and change in -in-house v/s outside brands mix. In coming
quarters, overall gross margins may normalize back to around ~ 55-57% levels.

Reported PAT increased by 41% in Q2FY23 to Z78Cr
Signed a share purchase agreement for 100% acquisition of Cravatex Brands Ltd.

Cravatex Brands holds exclusive long-term license for the Italian sportswear brand
FILA & owns the Indian sportswear brand Proline.
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Revenues grew 47% YoY, led mainly by volume growth on the back of strong
consumer demand. Price increases owing to the rise in input costs as well as a
better product mix (higher sales of premium products) also boosted top-line growth.
Overall revenues in H1FY23 were up 66%, compared to H1FY20 (pre-COVID
levels), indicating a strong underlying demand. MBL expects the strong momentum
to continue in the upcoming festive season.

The company has an adequate inventory to cater to upcoming festive / wedding
season & new store openings to avoid any sale loss due to stock outs.

Store Expansion — The company is on track for a rapid store expansion. MBL had
indicated it would open 260 stores over the next three years. MBL added 28 new
stores in Q2FY23, making an overall addition of 48 stores during H1FY23. The
company’s overall store count is 672, as of Sep’22.

Improving product mix by premiumisation and online business — MBL is
improving product mix by introducing footwear at higher price points. It received a
strong response for the FitFlop brand of footwear (average realisation of ¥5,650),
which it launched towards the end of the previous fiscal. The share of premium
footwear (priced above ¥3,000) in MBL's sales increased from 34% in FY20 to 43 %
in H1FY23. The online sales grew 50% YoY in H1FY23, with the share of the online
(including omni-channel) stream in overall sales increasing to 8.2% in H1FY23 from
2.5% in FY20.

Acquisition of Cravatex brands enable MBL to enter into most promising
segment i.e. Sports and Athleisure Segment - The company has agreed to
acquire 100% shareholding of Cravatex Brands for an enterprise value of ¥202Cr
(about 1.3 times FY22 revenues). Cravatex Brands imports and retails footwear,
apparel and accessories under various brands, including Fila and Proline. This
acquisition will fill a key white space in the MBL product portfolio, viz., the sport and
athleisure space. MBL expects to bring the profitability of Fila and Proline to MBL's
levels in three years.

Store Additions

FY19 FY20 FY21 FY22 Jun’22 Sep’72

Metro
Mochi

209 218 219 231 238 255
136 145 145 162 168 173

Walkway 63 70 73 53 56 58

Crocs 96
Fitflop -

118 149 178 181 185

1 1

Total Stores

504 551 586 624 644 672

Source - Company Data, Way2Wealth Research
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Risk

»  Slowdown in the economy

» Inflationary raw material prices

View

Metro Brands is one of the largest Indian footwear & accessories specialty retailers and
are among the aspirational Indian brands in the footwear category. MBL's recent
acquisition of rights for both Fila and Proline for India and neighbouring countries will
enable company to enter into the sports and athleisure segment.

We appreciate the competitive strengths of Metro brands, in terms of the product mix,
pricing mix, distribution, third party brands etc.

Considering all the above factors, Metro Brands is in a strong position to drive growth in
the medium to longer term. At the current price of X833, it is trading at ~65.6 times
PIE to its EPS(TTM) of ¥12.7. Strong margins, asset light business model, operating
efficiency, high share of premium products, immense size of opportunity and innovation
justifies the premium valuations given to the stock.

We recommend investors to Buy the stock on Dips.
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(ZCr)

Particulars Q2FY23 Q2FY22 VAR[%] Q1FY23 VARI[%] H2FY23  H2FY22 VAR|[%]

Net Sales (Net of Excise Duty) 476.3 324.6 46.7% 508.0 -6.2% 984.3 456.0 115.8%

Other Income 11.8 17.4 -32.3% 9.3 26.7% 21.0 33.3 -36.8%

TOTAL INCOME 488.1 342.0 42.7% 517.2 -5.6% 1,005.3 489.3 105.5%

Cost Of Materials Consumed 294.9 154.8 90.5% 263.2 12.0% 558.1 2449 127.9%

Stock Adjustment 91.7) (17.0)  439.9% (58.6) 56.5% (150.3) (48.9)  207.4%
RMC as a %age of sales 42.7% 42.5% 40.3% 41.4% 43.0%

Employee Benefit Expenses 42.8 29.1 47.0% 39.6 8.2% 824 52.6 56.7%
EPC as a %age of sales 9.0% 9.0% 7.8% 8.4% 11.5%

Other Expenses 83.2 60.8 36.8% 80.9 2.8% 164.1 95.9 71.1%
Other Expenses as a %age of sales 17.5% 18.7% 15.9% 16.7% 21.0%

TOTAL EXPENDITURE 329.2 227.8 44.5% 325.1 1.3% 654.2 344.5 89.9%

EBIDTA 1471 96.8 51.9% 182.9 -19.5% 330.0 111.5 195.9%
EBIDTA Margins % 30.9% 29.8% 36.0% 33.5% 24.5%

Finance Costs 14.8 12.3 20.7% 134 10.4% 28.3 23.6 19.9%

PBDT 1441 101.9 41.3% 178.7 -19.4% 322.8 121.2 166.3%

Depreciation 414 33.6 23.1% 39.0 6.2% 80.4 65.2 23.4%

PBT before exceptional items 102.7 68.3 50.4% 139.7 -26.5% 242.4 56.1 332.4%
Share of Profit/(loss) of JV 0.5 0.1 0.5 1.0 (0.0)

PBT 103.1 68.4 50.8% 140.3 -26.5% 2434 56.0  334.4%

Tax 25.3 13.2 91.0% 34.5 -26.8% 59.7 129  363.4%
Tax Rate 24.5% 19.3% 24.6% 24.5% 23.0%

Reported Profit After Tax 77.9 55.2 41.1% 105.8 -26.4% 183.7 43.2 325.7%
PATM % 16.4% 17.0% 20.8% 18.7% 9.5%

Adjusted Profit After Extra-ordinary item 779 55.2 41.1% 105.8 -26.4% 183.7 43.2 325.7%
Other Comprehensive Income (Net of tax)- net credit / (charge) 0.1 0.9 (0.7) (0.8) 0.7

Total Comprehensive Income 78.0 56.1 39.1% 105.1 -25.8% 182.9 43.9 316.7%

EPS 29 20 41.1% 3.9 -26.4% 6.8 1.6  325.7%
Equity 135.8 135.8 135.8 135.8 135.8
Face Value 5.0 5.0 5.0 5.0 5.0

Source - Company Data, Way2Wealth Research
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Disclaimer

Analyst Certification: |, Ashwini Sonawane, the research analyst and author of this report, hereby certify that the views expressed in this
research report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified
that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations
or views in this research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on
overall revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to
achieve and maintain independence and objectivity in making any recommendations.

It is confirmed Ashwini Sonawane, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from
other business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or
indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security
or product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers. This material does not take
into account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information
in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same
time. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other
jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should
inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it
is accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no
warranties, either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of
suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or
update the information or opinions in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. The recipients of this report should
rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect,
special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such
damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are
subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These
uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or
markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure
of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to
participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed
without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons
involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the
securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be
treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement in Metro Brands Ltd. as on 1t December 2022

Name of the Security Metro Brands Ltd.
Name of the analyst Ashwini Sonawane
Analysts’ ownership of any stock related to the information NIL
contained
Financial Interest
Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained
Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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