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Overview: Indian Footwear Industry SNAPSHOT
Qver Iast. few years, Indian retail h.as seen healthy.gro.wth with rlsg in d|spc.>sable Issue Opens Friday, Dec 10, 2021
income, increased consumer spending and modernization of shopping experience.
The Indian footwear market has followed the trend and witnessed healthy growth on Issue Closes Tuesday, Dec 14, 2021
account of rise in income levels, increase in awareness of brands and fashion styles,
rise in modern retail, heightened discretionary spending and increase in urbanization. Price Band (Rs) 485/500
Consequently, the Indian footwear market, in value terms, has grown from Rs630bn
in FY15 to Rs960bn in FY20 at CAGR of 8.8%. Some of the prominent players in the Bid Lot 30 shares and multiples thereafter
Indian footwear market includes Bata, Khadim, Liberty, Metro, Paragon, Relaxo and
Mirza International Ltd. The market size witnessed a decline of approximately 31% in Face Value Rs5
FY21 co.mpare.d to FY20 on account of decreased cor.15umer spending due t.o the Listing BSE & NSE
pandemic. Going forward, CRISIL research expects Indian footwear consumption in
value terms to grow moderately at a CAGR of 15-17% between FY22-25. Type of Issue Fresh Issue & OFS
Exhibit 01: Indian footwear market size (in value) Fresh Issue 2,950
5. Billior 2S Offer Size (Rs Mn) OFS 10,725
0 CAGR 8-85%
Total 13,675
400
EY20v/s 21 FY21v/fs 22 * -
1200 Y-0-¥ :‘r/sml Y-0-Y 40-44% Imph(;:sl\ll:;;;(et Cap 135,754
2, b '
300 g@%“ P/E (based on FY21 Earnings)* 210.08
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*Note: Implied Market Cap & P/E are calculated at upper price

3 band of Rs500
A 2 : pragar fUaee Issue Allocation

Source: Company RHP Reservations % of Net Issue
Being a price-sensitive market, the Indian footwear industry is dominated by the QB 50
mass segment which occupies a share of ~56% as of FY20. This segment is largely
catered by unorganized players, comprising local footwear brands as well as NiB 15
unbranded footwear products. The share of the mass segment has dropped from Retail 35
62% in FY15 to 56% in FY20, mainly on account of growth of organized players in the
market. Total 100
The decline in market share has been captured by economy, mid and premium
price-range segments, which have grown at CAGR of ~12%, ~12.5% and ~12%
respectively during FY15-20. Typically, these segments are catered by organized Object of the Offer
players with national, regional and international brands and their growth in the
overall footwear industry has led to an increase in their respective shares. ® Expenditure for opening new stores of the company
Moreover, factors like higher penetration of modern retail formats, rising income | e General corporate purposes
levels, and growing brand awareness have aided the growth of the mid and premium
price segments.

Exhibit 02: Indian footwear industry under varied price segments

The Indian footwear market is anticipated to shift in favour of
g economy, mid and premium-priced segments. Mass market price
segment is expected to maintain a dominant share at 51% as of
FY25, but the growth rate is expected to be lower at ~6-6.5% CAGR
between FY20-25. Increasing exposure to global fashion brands and
trends, higher aspiration levels coupled with demographic factors
: are expected to galvanise this shift. Also, since the economy, mid
] K< <iaom Jéragon m c:n::us_ Jexkexr | and premium sections have a higher presence of organised players,
the faster growth of these sections is also expected to accelerate

¢ rowth of the organized segment in the footwear industry.
Mass Segment FLITE b LIBERTY. 8 . . . .
Bahamas WALKWAY Moreover, higher growth rates in the higher prices segments as
Note: The categorization is done as follows: compared to the mass segment will aid in overall increase in

®  Mass segment is priced below ¥ 500 a pair

e Economy segment is priced between ¥ 501 to ¥ 1,000 per pair
e Mid-segment is priced between ¥ 1,001 to ¥ 3,000 per pair

®  Premium segment is priced at ¥ 3,001 per pair and above

average selling prices of the organised footwear segment in India.

Source: Company RHP
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Overview: Industry (contd.)

Growth drivers and challenges of footwear industry

(i) Rise in footwear as fashion-wear and athletics segment to drive growth, (ii) Footwear from utility to fashion statement, (iii) Footwear for every
occasion, (iv) Health and fitness awareness, (v) Women segment to rise with rise in women workforce, (vi) Spending will rise as the new-age
generation enters prime years, (vii) Rising in disposable income has led to consumer shifting to higher price segments, (viii) Rise in urbanisation, (ix)
Increase in brand consciousness, (x) The footwear retail market in India is dominated by unorganised players and domestic / well-established Indian
brands.

About the company:

Metro Brands Limited (Metro Brands) is one of the largest Indian footwear speciality retailers, and is among the aspirational Indian brands in the
footwear category. They opened their first store under the Metro brand in Mumbai in 1955, and have since evolved into a one-stop shop for all
footwear needs, by retailing a wide range of branded products for the entire family including men, women, unisex and kids, and for every occasion
including casual and formal events. As of September 30, 2021, Metro Brands operated 598 Stores across 136 cities spread across 30 states and
union territories in India. Metro Brands targets the economy, mid and premium segments in the footwear market, which together are expected to
grow at a higher rate compared to the total footwear industry between FY20-25. These segments have a higher presence of organised players and
their growth in the overall footwear industry is expected to accelerate growth of the organized segment in the footwear industry. Metro Brands had
the 3rd highest number of exclusive retail outlets in India in FY21.

These brands have a pan-India appeal across regions. They also offer Exhibit 03: Retail Footwear Brands

accessories such as belts, bags, socks, masks and wallets, at their stores. They
also retail foot-care and shoe-care products at their stores through their joint Own Brand Third Party Brands
venture, M.V. Shoe Care Pvt Ltd, making them a ‘one-stop-shop’ for all | pjetro Crocs
footwear and related accessories to their customers. Company’s business is
consumer-centric and they have loyalty programs for their customers, including | Mochi Skechers
Club Metro, My Mochi, and Crocs Club. Their loyalty programmes have given
them insights into customer preferences and trends over the years, further | Walkway Clarks
enabling them to tailor their product offerings to their customers' preferences.
As of 30th September, 2021, the company has operated 2 warehouses in India, | D2 Vinchi Florsheim
both located at Bhiwandi in Maharashtra, on a leave-and-license basis. One of — -
. . . J. Fontini Fitflop
their warehouses has a designated e-commerce operations area to cater to
sales through online channels. Source: Company RHP, Progressive Research
Strengths:
® One of India's largest pan India footwear retailers with a brand appeal among aspirational consumer segments in the fast-growing footwear retail
industry

e Wide range of brands and products catering to all occasions across age groups and market segments resulting in strong customer loyalty

o Efficient operating model through deep vendor engagements and TOC based supply chain

o Asset light business with an efficient operating model leading to sustained profitable growth

® Presence across multiple formats and channels

® Platform of choice for third party brands looking to expand in India

e Strong promoter background and an experienced and entrepreneurial management team with a proven track record and a high degree of
employee ownership

e Strong track record of growth and profitability and financial discipline

Strategies:

® Expand the store network in existing and new Indian cities

® Leverage the multi-channel platform to pursue new business opportunities

® Increase contribution of e-commerce and omni-channel sales as a proportion of the sales
e Expand portfolio of accessories and grow other allied businesses

® Evaluate accretive inorganic growth opportunities

e Introduce and expand the portfolio of environmentally sustainable footwear

Financials:

On the financial performance front, the company has on a consolidated basis, posted turnover of Rs12,171mn in FY19, Rs12,852mn in FY20 and
Rs8,001mn in FY21; whereas for 6MFY22, the revenues came in at Rs4,560mn. EBITDA margin stood at 27.6%, 27.4%, and 21.4% for FY19, FY20 and
FY21 respectively; whereas the margins stood at 24.4% for 6MFY22. Net profit/(loss) for FY19, FY20 and FY21 stood at Rs1,527mn, Rs1,606mn and
Rs646mn respectively for the period.; whereas the PAT stood at Rs431mn for 6MFY22. For the last three fiscals, on a consolidated basis, the
company has posted an average EPS of Rs4.74 and an average RoNW of 16.80%. The company have been declaring and paying out dividend to
shareholders consistently since FY2000, on the back of their strong financial performance. In the last 3 fiscals, the company declared a dividend of
Rs384.1mn, Rs398.3mn and Rs398.3mn.

Please Turn Over Page No 2
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Financials (contd.):

Exhibit 04: Financial Snapshot

Parameters (Rs mn) FY19 FY20 FY21 6MFY22
Sales 12,171 12,852 8,001 4,560
EBITDA 3,358 3,527 1,715 1,114
EBITDA Margin % 27.6 274 21.4 24.4
PAT 1,527 1,606 646 431
PAT Margin % 12.5 12.5 8.1 9.4
EPS 5.8 6.1 2.4 1.6
RoNW (%) 22.8 19.4 8.2 4.9

Source: Company RHP, Progressive Research

Risks and Concerns:
® The premises of all the stores and warehouses are leased. If the company fail to renew these leases on competitive terms or if they are unable to

manage their lease rental costs, the results of operations would be materially and adversely affected.

e The company are dependent on third-parties for the manufacturing of all the products that they sell. Any disruptions at such third-party
manufacturing facilities or failure of such third-parties to adhere to the relevant quality standards may have a negative effect on their reputation,
business and financial condition.

e A significant portion of the company’s revenue is generated from sale of third-party brands, and the loss of one or more such brands, or a
reduction in demand for their products could adversely affect the business.

® The growth of online retailers may create pricing pressures, increase competition, and adversely affect their business.

® The company depend on third-parties for their transportation needs. Any disruptions may adversely affect their operations, business and financial
condition.

® The company may be unable to grow their business in semi-urban markets, which may adversely affect the business prospects and results of

operations.

Outlook and Recommendations:
Metro Brands is one of the largest footwear speciality retailers with the household brand. The company had the third-highest number of exclusive

retail outlets in India, in FY21. At present, the company has 586 stores in 134 cities spread across 29 states and union territories in India. Of these,
211 stores were opened in the last three years. Apart from focusing on expansion of physical presence, the firm is investing in its online distribution
channels as well. They target the economy, mid and premium segments in the footwear market, which together are expected to grow at a higher
rate compared to the total footwear industry between FY20-25. Metro Brands face competition from organised as well as unorganised footwear
retailers in India, and compete with different retailers for different aspects of their business. The pandemic affected the footwear industry including
Metro Brands as the company's revenue from operations dropped to Rs8,000mn in FY21 from Rs12,850mn in FY20, while PAT declined to Rs646mn
in FY21 from Rs1606mn in FY20. As indicated by Crisil, the company recorded the highest Realization per Unit compared to the two leading players
in India from FY19-21 and in FY20 it recorded the highest operating margins among the key players in India. Additionally, in FY21, it recorded the
highest net profit margin of 8.1% among footwear players having a majorly retail business model for reaching customers. The demand of footwear
has reached the pre-Covid level for the company and online sales are also growing rapidly. Annualizing FY22 earnings and attributing it to its
post-issue paid-up equity capital, then the asking price is at a P/E of around 157.23. Based on the upper price band of the IPO price, the company is
looking for a market cap of Rs135,754mn. We feel that the long term investors should consider applying for the IPO as it seems to be fairly priced.

We recommend a Subscribe for the IPO.
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DISCLAIMERS AND DISCLOSURES-

Progressive Share Brokers Pvt. Ltd. and its affiliates are a full-service, brokerage and financing group. Progressive Share Brokers Pvt. Ltd. (PSBPL) along with its affiliates are participants in
virtually all securities trading markets in India. PSBPL started its operation on the National Stock Exchange (NSE) in 1996. PSBPL is a corporate trading member of Bombay Stock Exchange
Limited (BSE), National Stock Exchange of India Limited (NSE) for its stock broking services and is Depository Participant with Central Depository Services Limited (CDSL) and is a member of
Association of Mutual Funds of India (AMFI) for distribution of financial products.

PSBPL is SEBI registered Research Analyst under SEBI (Research Analysts) Regulations, 2014 with SEBI Registration No. INHO00000859. PSBPL hereby declares that it has not defaulted with any
stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years. PSBPL has not been debarred from doing business by any Stock Exchange /
SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

PSBPL offers research services to clients as well as prospects. 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.

Other disclosures by Progressive Share Brokers Pvt. Ltd. (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company (s)
covered in this report-:

- PSBPL or its associates financial interest in the subject company: NO
- Research Analyst (s) or his/her relative's financial interest in the subject company: NO

- PSBPL or its associates and Research Analyst or his/her relative's does not have any material conflict of interest in the subject company. The research Analyst or research entity (PSBPL) has not
been engaged in market making activity for the subject company.

- PSBPL or its associates 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: NO

- Research Analyst or his/her relatives 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: NO

- PSBPL or its associates may have received any compensation including for brokerage services from the subject company in the past 12 months. PSBPL or its associates may have received
compensation for products or services other than brokerage services from the subject company in the past 12 months. PSBPL or its associates have not received any compensation or other
benefits from the Subject Company or third party in connection with the research report. Subject Company may have been client of PSBPL or its associates during twelve months preceding the
date of distribution of the research report and PSBPL may have co-managed public offering of securities for the subject company in the past twelve months.

- The research Analyst has served as officer, director or employee of the subject company: NO

PSBPL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our sales people, 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 (if any) may make investment decisions that may be inconsistent with the recommendations expressed herein. In reviewing these materials, you should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject PSBPL or its group companies to any registration or licensing requirement within such jurisdiction. If this document is sent or has reached any
individual in such country, especially, USA, the same may be ignored. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of PSBPL. All
trademarks, service marks and logos used in this report are trademarks or registered trademarks of PSBPL or its Group Companies. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise
expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Terms & Conditions:

This report has been prepared by PSBPL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential and may not be
altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of PSBPL. The report
is based on the facts, figures and information that are considered true, correct, reliable and accurate. The information is obtained from publicly available media or other sources believed to be
reliable. 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. All
such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and its at the discretion of the clients to buy or sell or subscribe for
securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. PSBPL will not
treat recipients as customers by virtue of their receiving this report.

Registered Office Address: Compliance Officer:

Progressive Share Brokers Pvt. Ltd, Mr. Shyam Agrawal,

122-124, Laxmi Plaza, Laxmi Indl Estate, Email: compliance@progressiveshares.com,

New Link Rd, Andheri West, Contact No.:022-40777500.

Mumbai—400053, Maharashtra

www.progressiveshares.com | Contact No.:022-40777500.




