Spencers Retail Ltd — Aug 2025 Quarterly Analysis

1. VERDICT

Result: Inline

One-line: Spencer’s Retail delivered a mixed quarter with modest consolidated revenue growth (+1% QoQ),
solid margin expansion, and a continued shift from cost-cutting to top-line growth focus. EBITDA improved QoQ
driven by efficiency gains, but PBT losses persisted. The relaunch of Nature’s Basket stores and the ramp-up of
the Jiffy online platform underpin management’s growth strategy, though profitability remains a medium-term

target.

Dimension Rating

Beat/Miss vs Guidance /

i Inline
Prior Quarter
Guidance Confidence Neutral
Management Credibility Strong
Tone vs Prior Quarter More Confident
Business Quality Signal Improving

Q#9 — Online EBITDA
breakeven timing and debt
levels

Most Tense Q&A
Exchange

Topics Pressed But Absent

) None significant
from Opening

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Evidence

Revenue growth modest; EBITDA positive but PBT loss
persists; guidance for FY26 EBITDA breakeven maintained

Management reaffirmed FY26 EBITDA breakeven guidance
but flagged Q2/Q3 as critical quarters for growth

Transparent on challenges, detailed operational metrics, and
clear strategic shift articulated

Shift from efficiency to growth focus; optimistic on festive
season and membership program impact

Margin recovery, cost control, and online growth initiatives
indicate improving fundamentals

Analysts pressed on online profitability timeline and debt
repayment plans

Management addressed most key issues during Q&A



Q1 FY26 YoY Change QoQ Change Mgmt Commentary

. . Consolidated revenue grew
Not explicitly consolidated

. L YoY (due to 1% QoQ); YoY decline due to
Revenue in PPT; ~[230 Cr (NB 69 ) 1 1% QoQ . .
. footprint ) Mixed store closures and footprint
(ocr) Cr + Spencer’s offline + i L consolidated i o
online) rationalization) rationalization. NB revenue
69 Cr (+13% QoQ, -4% YoY).
EBITDA positive at
EBITDA 18.9 (NB standalone) + 15 1 YoY (NB EBITDA consolidated level (~[5 Cr),
cn (Spencer’s offline) + from-5Crto+1Cr; 1 QoQ Improving  driven by efficiency and cost
online loss (not specified) Spencer’s 2x YoY) control; NB EBITDA improved

from negative to positive.

Gross margin expansion of
247 bps QoQ at NB;

1 YoY and QoQ 1 QoQ Improving  Spencer’s gross margin
strong at 19.1%. Operating
expenses tightly controlled.

NB: 28.2%; Spencer’s:
EBITDA 19.1% (gross margin),
Margin %  consolidated EBITDA
margin ~6.4%

PBT (0 1 YoY (losses 1 QoQ (losses PBT losses reduced QoQ and
cn -48 Cr consolidated narrowed 35% vs narrowed 19% Improving  YoY but still significant at (48
Q1LY) vs Q4 LY) Crloss.
Spencer’s: 121 stores
total (incl. NB); 1 new . -
Store rationalization largely
Store Spencer’s store added L YoY (due to )
- QoQ Stable complete; focus on profitable
Count Q1; NB closed 2 loss- closures) . .
. store additions in key clusters.
making stores, relaunched
2 stores
Online sales grew 20% YoY;
. 1 41% YoY orders; . )
Online . . ramping up fulfillment from 40
~6,500 orders/day (Jiffy) 80% YoY user 1 QoQ Improving o
Orders rowth to 56 stores; aiming for
s 10,000 orders/day by Sept.
Debt stable; INR140 Cr
Net Debt 050 Cr net debt repayment planned in FY26;
. Not comparable - QoQ Stable .
(0OCr) consolidated borrowing expected to

maintain levels.

2B. SEGMENT BREAKDOWN

Revenue (O Margin vs Company

Segment YoY Growth Key Development
Cr) (%) Avg

Focus on food and FMCG

, Not separately ) Gross Lower than i
Spencer’s . 1 YoY (footprint . Stable/ ) categories; apparel and GM
i disclosed; ) L margin ) NB margin but
Offline rationalization) Improving . ) reduced; cost control and
~70% of sales 19.1% improving

efficiency gains.

. . Relaunched 2 stores; closed
Higher margin

Nature’s L 4% YoY, 1 13% . 2 loss-making; new app and
69 Cr 28.2% Improving than . .
Basket QoQ , express delivery launched in
Spencer’s June

6,500 orders/day, aiming for
Online Not separately Negative . Small base, 10,000; AQV ~[T00;
. . +20% YoY sales Improving . .
(Jiffy) disclosed EBITDA high growth fulfillment from 56 stores;

improving service levels.

2C. PPT vs CONCALL ALIGNMENT



Metric

Nature's Basket Revenue

Nature's Basket EBITDA

Spencer’s Offline EBITDA

Consolidated EBITDA

Net Debt

PPT Figure Concall Figure
69 Cr [69 Cr

1 Cr 1 Cr

(15 Cr 015 Cr

[5 Cr (approx.) b Cr

Not in PPT [950 Cr net

3. MANAGEMENT OUTLOOK

Dimension

Category

What Management Said

Match?

Yes

Yes

Yes

Yes

N/A

Delta | Note

Consistent

Consistent

Consistent

Consistent

Debt figure only in concall

Status

Linked

Guidance

Guidance

Guidance

Strategy

Industry &
Macro

Industry &
Macro

Revenue

Margins

Capex

Capacity /
Expansion

Demand
Outlook

Input Costs /
Inflation

Mid-single-digit growth offline; ~50% growth online; Q2

and Q3 critical for top-line acceleration

Maintain EBITDA breakeven guidance for FY26

offline;

online EBITDA breakeven further out (15k-16k orders/

day)

INR10-12 Cr for 8-10 new stores; limited capex
online (no large dark stores)

for

Store additions focused on West Bengal and UP
clusters; 8-10 stores planned; online scale-up to 10k

orders/day by Sept

Cautiously optimistic; July impacted by monsoon;

festive season tailwinds from August onwards

Margins stable; potential for price investments to drive

volume and RGM rather than margin expansion

Reaffirmed

Reaffirmed

On Track

On Track

Positive

Neutral

Moderate

Moderate

Low

Low

Moderate

Low

Q#
Q&A2,

Q&A9

Q&A3,

Q&A3,

Q&A1

Q&A7



4. ANALYST Q&A

Underlying
Concern

Management's Key Points

Evaded / Not
Addressed

Credibility

Verdict

Early signs of

July impacted by monsoon;

Demand ) expect stronger momentum from i
1 demand recovery in . o] Strong Clear, detailed
Outlook Q2 August with staples, FMCG, fresh
categories growing
Unit economics of Early results encouraging; higher
Store relaunched y : e Sl
2 . sales per sq ft; cautious on trend No Strong Transparent
Economics Nature’s Basket ) .
confirmation over next 2 months
stores
INR10-12 Cr capex for 8-10
3 Capex & Capex plans and stores; sweet spot 8-9k sq ft; No Stron Clear,
Expansion store size strategy some stores smaller due to real g pragmatic
estate availability
L 65% cost savings from store
. Contribution of .
Operating . closures; 35% from corporate Detailed,
4 closures vs savings . L No Strong .
Costs o and support function optimization credible
initiatives )
(INR30 Cr annualized)
. 20% YoY sales growth; AOV
Online order )
) steady ~[700; fleet managed via Clear,
Online growth, AOV . o .
5 . 2-3 3PLs with minimum No Strong operationally
Business trends, fleet . .
commitments; scaling to 10k sound
management
orders/day
. NB focused on gourmet food,
Category mix, . . .
Nature’s . : fresh, FMCG,; limited discounting; Clear
6 . discounting, repeat . No Strong . L
Basket Mix urchase loyalty program growing (5,000+ differentiation
P members in 6 months)
o Margins at 19% Spencer’s and
) Sustainability of .
Margins & ) . 28% NB optimal; focus on RGM . .
7 L margin expansion . . No Strong Strategic clarity
Pricing . growth via volume and selective
and pricing strategy L
price investments
Net debt (950 Cr; INR140 Cr
Debt & Debt levels, .
8 o repayment planned; borrowing to No Strong Transparent
Liquidity repayment plans o
maintain debt level
Breakeven expected at 15k-16k
9 Online Timeline for online orders/day, further out; current N S Realistic, no
o] ron
EBITDA EBITDA breakeven focus on growth and customer g overpromise

PATTERN FLAGS

retention

Theme Cluster Q#s  # of Analysts Overall Management Stance Cluster Verdict

Online Growth & Profitability 5,9 2 Growth prioritized; breakeven longer term Realistic, cautious
Store Expansion & Economics 2,3 2 Focused, pragmatic expansion Credible
Margins & Pricing 6,7 2 Margin stability with RGM focus Strategic clarity

Debt & Liquidity 8 1 Transparent, manageable Credible



5. INVESTOR NOTES — BUSINESS QUALITY ASSESSMENT

This Quarter's

Dimension
Read

Trajectory Signal

Management Credibility Strong Improving
Margin / Return Ratio Stable to .

. . Improving
Trajectory Improving
Pricing Power Moderate Stable; selective price investments planned
Capital Allocation Quality Prudent Stable; focused capex on profitable stores

» . . Improving; omni-channel push, membership programs, and gourmet
Competitive Moat Signals Emerging L
positioning strengthen moat

FCF Conversion Negative Stable; losses persist, debt stable but no free cash flow yet
Red Flags (if any) None material None

Overall Thesis Verdict:

- Holding with conviction increasing

- Efficiency gains and margin recovery validate operational improvements; online growth and membership
programs provide growth levers

- Section 1 and Section 5 aligned: improving business quality but profitability still a medium-term goal

- Watchpoint: Q2 top-line growth and membership program traction to confirm shift from efficiency-led to growth-
led EBITDA expansion

Summary

This quarter does not materially change the long-term investment thesis but confirms that Spencer’s Retail is
successfully transitioning from a cost-cutting phase to a growth phase. The company demonstrated solid margin
recovery and EBITDA improvement despite a modest 1% consolidated revenue growth, reflecting ongoing
footprint rationalization and category mix optimization. The relaunch of Nature’s Basket stores and the ramp-up
of the Jiffy online platform (with 20% YoY growth and a target of 10,000 daily orders by September) are key
strategic initiatives supporting the growth agenda.

Management's guidance remains cautious but confident, targeting full-year offline EBITDA breakeven and strong
online growth, though online profitability remains a longer-term goal requiring scale (~15k-16k orders/day). The
introduction of a membership program and festive season tailwinds are expected to drive Q2 and Q3 growth,
critical for validating the shift to top-line-led EBITDA expansion.

Cost control remains robust, with 65% of operating expense savings from store closures and 35% from
corporate and support function optimizations. Debt levels remain stable at (850 Cr net, with planned repayments
and refinancing expected to keep leverage manageable.

Overall, the quarter signals improving business quality and management credibility, with clear strategic levers
identified. The key near-term monitorable is the execution of growth initiatives in Q2 and beyond to sustain
margin expansion and move closer to profitability.
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