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Vedant Fashion Ltd- The Titan of Wedding Retail? — Satwik Jain

Incorporated in 2002, Vedant Fashions Ltd. (VFL) is the only pan India franchisee in the Indian wedding and celebration wear
segment in a market having regional players. It offers one stop destination with wide array of offering across its 5 brands —i)
Manyavar, ii) Mohey, iii) Mebaz, iv) Manthan, and v) Twamev.

India is a land of festivals that celebrates weddings in glorious ways. VFL benefits from the 3-5 days wedding culture in the
country (estimated to have ~1 crore weddings every year) giving it the scope to sell multiple products to a single customer.
The shift towards ready-made wear due to quick and enhanced product experience while compared to tailor-made also
provides a huge scope for growth.

We are optimistic on Manyavar due to-

1) Optionality through Mohey- Mohey took 5 yrs to reach 90 cr, Manyavar took 9 yrs. Mohey TAM is 10x Manyavar, we feel
if the management cracks the women wedding market right, there could be exponential hyper scaling in store

2) Differentiated business model through franchises-royalty on the growth of others

3) High quality forensics- implying shareholder friendliness

4) Performance indicators against leading consumer brands show power of monopoly- best in class growth , ROCE, revenue
CAGR

Watch webinar here:- https://youtu.be/FQp--v8y7Ew

Long term view- what happens globally, happens in India

India is at the cusp of multi-year consumption boom with per capita GDP crossing $2000. Historically we have witnessed
massive consumption and equity markets boom in countries in the journey from 2000 to $10000/capita.

The Long Term View - What Happens globally, happens in India

South Korea 13 Years China 15 Years Japan 13 Years USA 23 Years India last 20 Years
Year|Per-Capita|Growth Year |Per-Capita | Growth Year|Per-Capita|Growth Year |Per-Capita|Growth Year |Per-Capita |Growth
1994| $10,385 |16.89% 2019| $10,217 | 2.41% 1981| $10,360 | 9.48% 1978| $10,565 |11.77% 2020 $1,901 |-9.52%
1993| $8,885 | 9.33% 2018| $9,997 |12.36% 1980| $9,463 | 3.95% 1977| $9,453 |10.01% 2019| $2,101 | 5.20%
1992 $8,127 | 6.41% 2017| $8,879 | 8.96% 1979| $9,104 | 3.21% 1976| $8,592 |10.14% 2018| $1,997 | 0.82%
1991| $7,637 |15.54% 2016| $8,148 | 1.00% 1978 $8,821 [39.23% 1975| $7,801 | 7.97% 2017| 51,981 |14.32%
1990| $6,610 |13.63% 2015| $8,067 | 5.06% 1977| $6,335 [21.89% 1974| $7,226 | 7.42% 2016| $1,733 | 7.91%
1989| $5,817 |22.50% 2014| S$7,679 | 8.91% 1976| $5,198 |[11.19% 1973| $6,726 |10.38% 2015| $1,606 | 2.02%
1988| $4,749 |33.59% 2013| $7,051 |11.62% 1975| $4,674 | 7.36% 1972 $6,094 | 8.64% 2014| S$1,574 | 8.57%
1987| $3,555 |25.39% 2012| $6,317 |12.44% 1974| $4,354 | 9.54% 1971 $5,609 | 7.17% 2013| $1,450 | 0.40%
1986 $2,835 |14.20% 2011 $5,618 |23.46% 1973] $3,975 |[33.96% 1970 $5,234 | 4.01% 2012 $1,444 | -0.98%
1985| $2,482 | 2.86% 2010| S$4,550 |18.74% 1972| $2,967 |[30.59% 1969| $5,032 | 7.16% 2011| $1,458 | 7.41%
1984| $2,413 | 9.75% 2009| $3,832 |10.49% 1971| $2,272 |10.50% 1968| 54,696 | 8.29% 2010 $1,358 |23.20%
1983| $2,1999 |10.36% 2008| $3,468 |28.74% 1970| $2,056 |22.05% 1967| $4,336 | 4.59% 2009| $1,102 |10.36%
1982 $1,993 | 5.79% 2007| $2,694 |28.33% 1969| $1,685 |16.08% 1966| $4,146 | 8.33% 2008| $999 -2.90%

2006| $2,009 |19.72% 1965| $3,828 | 7.10% 2007| $1,028 |27.47%
2005| $1,753 |16.22% 1964| $3,574 |5.91% 2006| $807 12.85%
1963| $3,575 | 4.02% 2005 $715 13.87%

1962| $3,244 | 5.78% 2004| 5628 14.82%

1961 $3,067 | 1.96% 2003 $547 16.08%

1960, $3,007 | 1.98% 2002 5471 4.30%

2001 5452 1.86%

2000 $443 0.30%

As their needs for “roti,kapda,makaan”are satisfied people increasingly spend on aspirational and discretionary goods, leading
to a Lalapalooza effect. My sense is India would take between 18-25 years to reach this figure given our growth rates. We
cannot waste this opportunity buying companies growing at 5-10% and should look at blitz scalers with ability to double

profits in 3-4 years.
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There has been a 5x jump in the middle income bracket (people crossing $2000 per capita income mark)
in last 6 years. The middle & high income strata are in good shape despite COVID led disruptions
which can help in lifting up the lower strata

>$5000
33m
people

41m
people

$2000-$5000 5x jump 1.6x jump

102m people >

516m people 825m people

Source: NSSO, Income Tax data, Census, Spark Capital Research. Note: Spark Capital Projections E-Estimated

Patterns of successful retailers- “Many ways to reach god, only one way to reach moksha- growth & ROCE”

Retailing is a very tough business given challenges of right product market fit, real estate, store level unit economics. In my
view there are only handful of successful retailers due to their focused strategies

° ;ﬁlﬁ - ELDP strategy & calibrated expansion

o ~==~x2,_ INR 10 margin strategy targeting flee market crowd

e w= - Value migration from Sarojini Nagar to mall at same price point

* @_- cornering both supply and demand side leading to category creation

JUBILANT &
FOODWORKS

Company background

Founded by the iconic retailer, Mr. Ravi Modi 2002, Vedant Fashions Ltd. (VFL) is the only pan India franchisee in the Indian
wedding and celebration wear segment in a market having regional players. It offers a one-stop destination with a wide-
spectrum of product offerings for every celebratory occasion through its 5 brands — i) Manyavar, ii) Mohey, iii) Mebaz, iv)
Manthan, and v) Twamev catering to different segments in terms of price points. As of FY 22, ~90% of its sales was generated
from franchisee owned EBOs and the rest by MBOs, large format stores (LFS) and online platforms.

Our Brand Portfolio G&amgamﬂ@l@ﬁh-zyl

One-stop Destination for Every Family's Celebration Wear Needs

(== r . Manyavar is category leader in branded Indian wedding & celebration wear market with pan-
j'{"‘\-r)ﬁd",{..dé\éd" India presence”. Manyavar is our flagship Men’s & Kid’'s brand in mid-premium Indian wedding &
— celebration wear price range

. Twamev is a premium offering in men's Indian wedding & celebration wear market & is priced
between Manyavar & other luxury boutique brands
tTwameu Y rv boutid

MANTHAN Manthan is value brand offering in men’s Indian wedding & celebration wear that aims to cater to
sizable number of mid-market weddings & other celebrations through its product portfolio
stores with pan-India presence, focusing on women's Indian wedding & celebration wear*

aol O | Mohey, an emerging brand in women’s mid-premium segment, is the largest brand by number of
@ ehey

y J )E]:/ Mebaz is a heritage brand with a strong regional presence in AP & Telangana. It is a one-stop
l\/k — shop for ethnic celebration needs of the entire family in mid-premium to premium price segment

Total Addressable Market Construct- Very similar to Titan
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Jewelry market is highly fragmented with 70% organized industry with largest organized player having only 10% market share
and 2nd largest player having 5%

ewellery industry (FY20) - Organized W Overall ethnic and celebration wear marke
Overall industry size (Rs bn) 4,800 O" Rs bn -
QOrganised share 32% 600
Organised jewellery industry size (Rs bn) 1,536 \ﬂ
Titan's jewellery sales (Rs bn) 167 h
Titan's market share 10.9% 200 30
Kalyan's jewellery sales (Rs bn) 78 103
Kalyan's market share 5.1% Mer Women

The construct in INR 133 billion Men’s wedding wear market is similar. Organized players comprise 20-25% . The Indian
women’s wedding and celebration wear market is estimated at Rs735bn, with an even lower contribution from organized
players, at ~15-20%. VFL with ~1000 cr sales has around 10% of organized market, ie 26x of its next competitor in men’s
Jahapanah with 40% EBITDA margins where others do not even touch double digits.

Decimating competition- Not the number one, but only one

Despite a large presence in the men’s wear space, VFL boasts of sales that are ~1.6x that of the second-largest organized
player in wedding and celebration wear — Nalli, which predominantly occupies the larger, women’s wear space. Within men’s
wedding and celebration wear, VFL's sales are 26x that of second-largest player Jahanpanah Clothing. Further, while EBITDA
margin of VFL is impressive at ~40%, that of the rest of the players does not even touch the double-digit.

Imvdiar dding and celebration Revenue range Indian wedding and celebration
wear women's brands (FY 20 in * in million) Wwear men’s brands

>7.000 @ Manyauar
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Company [Rs mn) Revenues PAT ROCE
“FL 9,182 2,366 1%
MSSPL 5,772 266 29%
RFPL 2,877 {(140) -5%%
MEPL 2,180 S0 =
JCPL 355 2 32%
TCMNS 11,490 294 21%%
BIB& 7,990 270 1296
SCOCH 2,320 20 T
JLIL 2,552 L=F 1496

The secret sauce of quality growth- “franchises”- royalty on the growth of others

VFL follows a franchisee-owned franchisee-operated model, wherein the nitty-gritties of handling store operations are taken
care of by the franchisee so that VFL can focus on the more complex aspects of branding, assortment, up-to-date designs, new
store openings, etc. This is similar to Titan’s approach, wherein 2/3rds of its sales come from stores operated by franchisees.

Also, both Titan & VFL, via their franchisees, have been able to command extensive town coverage of 231 & 222 cities/towns,
respectively, in India.
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VFL has two franchisee models:
* One, where VFL bears the rental costs, and margins given to the franchisee are lower, at 18%.
e Two, where the franchisee bears the rental costs, and margins given to the franchisee are higher, at 29.5%.

Typical payback periods of franchises are 3-3.5 years leading to IRR of 20-24% making compelling business propositions. Proof
of concept- more than 90% sales are from franchises, 75% franchises are more than 3 years old, 2/3" franchises operate more
than two stores

Optionality- Expanding into adjacencies with everyday festivity wear (Manthan), women( Mohey), HNI Segment (Twamev)

The women wedding wear segment is 10x that of men’s with higher margins & ASP. My blue sky scenario is VFL cracking this
market

Proof of concept - Mohey took 5 years to reach 90 cr., Manyavar took 9 years.

Introduction of
‘MAN — MOH’

Cross-sell with ‘Manyavar’ brand as coordinated Jodi,
leveraging Manyavar's leadership position

antpri-nt Expand footprint with Manyavar EBOs
Expansion
Standalone % = =
AR Establish standalone “Mohey’ brand stores

To increase the depth of product mix to an additional array of

Merchandize Mix = = =
products, including accessories

Marketing
Strategy

Independent marketing initiatives; celebrity brand
ambassadors

Building brand through event

sponsorships

Celebrity advertisements to

#OuthonWollF eeting

attract youth

currently they are between 6000-7000
That might be the pivot

Forensics of very high-quality implying shareholder friendliness

Management said on con call they will go into hyper-scaling mode once they reach INR 10000/sq feet from Mohey stores,

We run a 20 ratio forensics analysis on the accounts of any potential investment along with a 150 key word fraud search to
check the background and willing of promoters to share wealth with minority shareholders. We could not find any anomaly
there except some minor tax related issues.

Description Mar-21 Mar-20 Mar-19 Mar-18 Mar-17 Mar-16
Sales growth -3826 1426 626 2626 1926
Write off/ provisions/ >6 0.80% 0.40% 0.10% 0.10% 0.00% 0.10%
months receivables
Receivables/Sales 64206 4126 4226 4226 3126 2126
PBT/CFO 7126 13426 15726 AAQ22%6 AAA25 16226
Reinvestment rate 3526 3926 9226 53326 5826 2826
Cash vyield 3526 2326 426 2926 8026 226
Contingent liabilities/ net | 4 ;5o 0.10%6 0.00%6 0.00% 0.40% 0.00%
worth
ROIC 2826 4026 3326 3426 54246 6526
Goodwill/net worth 126 126 226 226
Auditor CAGR -1726 1226 826 oS26
Misc. expenses/Sales 626 Aa426 Aa426 326 2026
Consol/SL
Sales 10426 10026 10126 10026 10026 10026
Operating profit 1.29029 1.07094 1.06978 1.03633 1.0166 1.01229
PBT 10226 97206 10026 9926 10026 10026
Tax 10026 10026 100246 10026 10026 100246
CFO 10026 10126 o996 10126 100246 100245
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Performance indicators against leading consumer brands show power of monopoly- best in class growth, ROCE, revenue
CAGR

“There is no capex, there is no fixed expense other than corporate head office salary. Every rupee of working capital can
generate an equal rupee of PAT, with 90-95 percent free cash flow. Only Unilever will have a ROCE (return on capital
employed) of 100 percent, and we might be the second, and within a year or two, we will be at more than 100 percent.” - Ravi
Modi to Forbes

Operating income
CAGR -3 Years
(FY1T to FY20)

(FY10 to FY20)

oPBOIT
CAGR -3 Years
(FY17 to FY20)

PAT

CAGR - J Years
(FY17 to FY20)
W Askan Paints Tiean Sreannia ADFRL O:vw Marco Pigare Page ndustnes Reaxo
Opoulmg
(F\'”l
Net Profit
Margin
FY20)
ROCE 4%
- .
T e T Agian Paines Tan Brtanns ApraL Daber Marco Piamre Page Incusties  Relaxo

If you have any queries (about your portfolio, Generational Capital or investing in general, do reach out to me at
satwik@generationalcapital.in

Best regards,

Satwik Jain

Fund Manager, RH Perennial Fund
Executive Chairman, Generational Capital

Disclaimer: - RH Perennial Fund is regulated by the Securities and Exchange Board of India as a provider of Portfolio Management Services (SEBI Registration No.
1INA200002601). The information provided in this newsletter does not, and is not intended to, constitute investment advice; instead, all information, content,
and materials available in this newsletter are for general informational purposes only. It is safe to assume that we have allocations to all stocks mentioned here
and may also sell them without prior notice
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