Spencers Retail Ltd — May 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline on Operational Restructuring; Miss on Nature’s Basket (NB) Recovery. One-line: The "surgical"
phase of store exits is complete, and Spencer’s has established a stable EBITDA-positive base, but Nature’s
Basket is faltering under supply chain and execution issues, while the massive interest burden (207 Cr)
continues to consume all operating progress.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Ini Achieved consolidated EBITDA of [80 Cr for FY25 (vs (14 Cr in
nline
Guidance FY24) following strategic exits.
. . EBITDA improvement is real (cost-led), but PBT remains deep in red
Earnings Quality Moderate )
(-C233 Cr) due to unsustainable leverage.
. . Shift from "efficiency" to "growth" (mid-single digit) is ambitious given
Guidance Confidence Neutral
current flat same-store sales.
Management - Successfully executed the closure of 47 loss-making stores; delivered
Credibility E on cost reduction targets ([¥6 Cr).

Business Quality
Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Capital Cycle Stage

Stable (Core)

Q# 2 — Debt

Liquidity & Debt

Consolidation

Spencer's standalone has found its floor; Nature's Basket quality is
under pressure (availability issues).

Mgmt will not raise equity until operational breakeven is sustained to
avoid massive dilution at low valuations.

Net debt of (860 Cr remains an existential threat; management is
refinancing rather than repaying.

Transitioning from store pruning to "calibrated growth" and Quick
Commerce (Jiffy).

. . Improving Spencer’s FY25 EBITDA margin reached 3.1% (vs 0% in FY24); NB
Margin Trajectory )
(SRL) margins compressed to 6.4% (vs 4.6% FY24).
- Gross margins held at ~20% for SRL despite liquidation of 47 stores
Pricing Power Stable .
in H1.
. . Operating cash flow is improving but is entirely absorbed by interest
FCF Conversion Distorted
costs (~[50 Cr per quarter).
» ) Pivoting to a regional player (East/UP); ceding national ground to
Competitive Moat Narrowing . .
Quick Commerce and deep discounters.
Balance Sheet Stressed Negative net worth persists; Net Debt ((860 Cr) is ~14x consolidated
Strength EBITDA.
Working Capital Imorovin Leaner inventory following store closures; focusing on high-churn
Vi
Efficiency > 2 fresh/staples.
Mgmt Guidance Track | . Hit the 12—-18 month EBITDA turnaround window for the core
mprovin
Record P g Spencer's business.
- Interest Finance costs of (207 Cr for FY25 are 3.4x the FY25 EBITDA; the
Key Vulnerability . . . .
Coverage business is "running to stand still."
Focused on operational "fitness" and the Jiffy (Quick Commerce)
Management Tone Resolute

pivot.



Sentiment: ONeutral

Key Takeaways: * Positives: The "Shrink-to-Win" strategy has successfully right-sized the organization. Exiting
the North/NCR regions allowed for a [¥6 Cr reduction in operating expenses, leading to a [53 Cr EBITDA swing
in the Spencer's standalone business. Jiffy (30-min delivery) is showing high user traction (58% growth) and
significantly higher Average Order Values ([760) than pure-play Quick Commerce competitors (Zepto/Blinkit). *
Negatives: Nature's Basket (NB) is struggling. Q4 saw a 13% revenue decline in NB due to supply chain
disruptions in imported gourmet items and a slow ramp-up of new stores. The interest burden remains the
primary thesis-breaker: (207 Cr in annual interest expense against [60 Cr in EBITDA means the company is
technically insolvent without parent support or immediate recapitalization. * Street Concern: Analysts are
skeptical about the path to NPAT. Management’s response that "operational breakeven" is the first milestone
(expected by FY26) suggests that the debt overhang will not be addressed for another 12 months, keeping the
stock a high-risk recovery play. * Watchpoint: Traction of the "Elysium" membership program in Nature's
Basket; if NB does not regain its premium luster, the consolidated path to profitability is delayed indefinitely.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures are primary. Concall used for commentary and supplemental metrics.

Current Qtr YoY (0]s]0)

Metric Trend Mgmt Commentar
(Q4) Change Change 9 o
Revenue Impacted by 47 store closures in Q2; NB
412 Cr 1 24.7% 1 23.0% 1 . .
(Consol) headwinds also weighed.
SRL at 17.8% (Q4); NB at 25.7% (Q4). NB
Gross Margin (%)  19.3% 40 bps 1 200 bps 1 0 Q%) ° Q4

impacted by supply issues.

Significant YoY improvement; SRL turned EBITDA

EBITDA (Consol) [10.0 Cr 1 225% 1 35.9% i .

positive ([9.8 Cr).
EBITDA Margin Efficiency gains from lower overheads/store exits

2.4% 1 190 bps 1 50 bps 1 . .

% starting to stick.

Losses narrowing YoY; Q4 seasonally softer than
PAT (Consol) -[62.0 Cr 1 23.5% 1 31.9% 1 )

festive Q3.

LFL in continuing regions is flat; management
SSS Growth (%) ~0.0% N/A N/A - o

focused on productivity.

Exit from 47 stores in Q2; current footprint is 89
Store Count 131 155 - !

SRL + 32 NB.

Marginal reduction from [883 Cr (Q3); restructuring
Net Debt (Consol) 860 Cr 1 2.6% 1 2.6% 1 . .

debt is ongoing.
Inventory Days Not stated - - - Focusing on 30% online mix to drive churn.
Avg Order Value 1.5x higher than QC peers; management targetin

© (760 1 2.0% 1 2.0% . . Qcp . e

Jiffy) (750 level.

2B. SEGMENT BREAKDOWN



Segment

Revenue
(FY25 OCr)

Key Development

Spencer's
(SRL)

Nature's
Basket

E-com
(ORIPLAJiffy)

*Estimated based on mgmt's "double the size" guidance and order volume commentary.

,701

294

~[150*

Margin
(EBITDA)
1 17.0% 3.1%
1 0.7% 6.4%
1 50%* Negative

0% to 3.1% (53 Cr).

47 stores closed; EBITDA swing from

Q4 soft (-13%); supply chain import
issues; new membership launch.

1 Below
| Above
1 Below

rate ~10k orders/day.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target / Claim

Required Run-Rate /
Mathematical Feasibility

Historical
Delivery

Targeting [BOO Cr revenue for FY26; exit

Guidance

Guidance

Guidance

Strategy

Strategy

Balance

Revenue

Profitability

Quick
Commerce

Expansion

NB Recovery

De-
leveraging

Mid-single digit growth for
FY26.

Operational (Pre-Ind AS)
EBITDA breakeven by end of
FY26.

Double Jiffy revenue in FY26
(~[BOO Cr).

Select additions (8-10 stores)
in East/UP clusters.

15,000 Elysium members;
18% online mix for NB.

Equity raise tied to operational
turnaround.

Requires immediate reversal of
flat SSS trends.

Needs EBITDA to grow from [60

Cr to ~[120 Cr to cover lease
costs.

Needs 10,000 orders/day; current

run-rate is ~6,000.

Calibrated; focusing on stores
that are profitable in 6 months.

4,300 members achieved in 3
months; run-rate is feasible.

Valuation sensitive; unlikely
before H2 FY26.

Mixed

On Track

On Track

New Target

Missed Q4

Delayed

Moderate

High

Moderate

Low

Moderate

High



4. ANALYST Q&A



Q# Relevance

1 4.5
2 5.0
3 4.0

Theme
Firm Cluster

Analyst /

Parikshit

Gupta / Segment
Fair Performance
Value

Parikshit
Gupta /

. Leverage
Fair

Value

Parikshit

Gupta / Profitability

(o:11:Ts[o]3Y

Business
Overview

Financials

Financials

Underlying
Concern

Why were
Nature's
Basket
EBITDA
levels
negative?

How will you
deleverage
given the
860 Cr debt
and

maturing
loans in
FY26?

Is EBITDA
improvement
just due to

Management
Response &
Investment
Implication

Evaded /

Addressed

Management
cited supply
chain
disruptions
for imported
gourmet
items and
slower-than-
expected
ramp-up of
new stores as
the primary
headwinds.
This signals
that the
premium
segment is
more

None 4.0

sensitive to
operational
friction than
the core
value
segment.

Management

indicated they

are waiting

for market

capitalization

to support

equity raising

and will

refinance

maturing debt

using existing .

. . Specific

lines of credit L

. . . timeline for

in the interim. ) 3.0
equity

Investment .

L raise.

implication:

The high

interest

burden will

continue to

suppress PAT

until a

massive

equity

infusion

occurs.

Management
clarified that None 4.5
while Other

[\[o] Credibility Verdict

Directional

Hedged

Contextual



Analyst /

Q# Relevance .
irm

Fair
Value

Parikshit
Gupta /
Fair
Value

Ishani
Kacholia /
NV Alpha

Theme
Cluster

Strategy

Profitability

(o:11:Ts[o]3Y

Management
Commentary

Financials

Underlying
Concern

store closure
reversals in
Other
Income?

Are there
plans to
liguidate
parts of the
business?

When will
the company
turn a profit
at the NPAT
level?

Management

[\[o] Credibility Verdict

Evaded /
Response &
Investment
L Addressed
Implication
Income
(reversals)

helped, it was
largely offset
by store
closure
expenses,
making the
EBITDA
improvement
a "true
performance."
Implication:
Operating
leverage from
a smaller
base is
starting to
manifest.

Management
stated there
are no plans
to liquidate;
all three units
(SRL, Jiffy,
NB) are
integral to the
growth plan.
This confirms
the current
corporate
structure is
fixed for the
foreseeable
future.

None 5.0

Management
refused to
give a
concrete
timeline for
NPAT but
targeted
operational
(Pre-Ind AS)
EBITDA
breakeven
within 12-15
months.
Implication:
PBT losses
are expected
to persist at

Exact year
of NPAT 2.0
breakeven.

Definitive

Evasive



Q# Relevance

6 4.0
7 3.5
8 4.5

Theme
Cluster

Analyst /

Firm

Aradhna

. E-com
Jain/ Strate
B&K ay
Aradhna

i E-com
Jain/ Strate
B&K 9y
Bharat / i

. Competitive
Fair Strate
Value a9y

(o:11:Ts[o]3Y

Business
Overview

Business
Overview

Management
Commentary

Underlying
Concern

How does
inventory for
Jiffy work
and will it
increase
working
capital?

What are the
revenue
expectations
for Jiffy in
FY26?

Is Quick
Commerce
taking
market
share from
Spencer's/
NB?

Management
Response &
Investment
Implication

~[100 Cr
even after the
EBITDA
turnaround.

Jiffy uses
existing store
inventory
(virtualized on
the app) with
a safety-stock
buffer,
meaning no
incremental
inventory is
required. This
low-capex
approach
allows them
to compete in
Quick
Commerce
without the
heavy burn of
dark stores.

Management
aims to
double the
business to 3
lakh orders
per month
(~10,000/day)
at an AQV of
(750,
implying an
exit run-rate
of (25 Cr/
month. This
targets ~20%
of the total
revenue mix.

Management
admitted that
Quick
Commerce is
gaining at the
expense of
modern trade
and kiranas,
prompting
their pivot to

Jiffy.

Evaded /
\[o]
Addressed

Credibility

None 4.5
None 4.0
None 4.0

Verdict

Clear/
Logical

Quantified

Candid



Management

Evaded /
Analyst/ Theme Underlying Response & .
Q# Relevance . Category [\[o] Credibility Verdict
Firm Cluster Concern Investment
.. Addressed
Implication
Implication:
Spencer's is
playing

defense on its
core grocery
base to
prevent
further churn.

Management
emphasized
they are not
chasing
"vanity top-
Can you line" but
compete offering an
with QC online option
Bharat / E-com players to existing
9 4.0 Fair Financials given your loyal None 4.0 Strategic
Strategy
Value debt and customers to
lack of increase
"burn" frequency.
capital? This reduces
customer
acquisition

costs (CAC)
compared to
pure-play QC.

PATTERN FLAGS & SENTIMENT * Segment Divergence: Analysts were notably concerned about Nature's
Basket, which has historically been the "jewel" of the portfolio. Management's admission of supply chain and
availability issues suggests the premium moat is under threat from both operational lapses and online
competitors. * The Debt "Clock": The tone during debt-related questioning was one of management "buying
time." They are linking the capital raise to operational milestones, but with [B60 Cr in net debt, the equity market
may require more than just "breakeven" to provide a favorable valuation. * Analyst Sentiment: Cautious.
Analysts gave credit for the Spencer's turnaround but remained skeptical about the Nature's Basket slip and the
overall balance sheet health. The credibility of the Jiffy (Quick Commerce) pivot was accepted as a necessary
defensive move, but not yet seen as a major offensive engine.



5. WHAT CHANGED vs PRIOR QUARTER

Direction

What Changed Prior Quarter (Q3)
Nature's Basket EBITDA positive ([6 Cr);
Performance perceived as stable.

Quick Commerce
(Jiffy)

Net Debt [883 Cr.

Initial rollout phase.

Focused on restructuring/
efficiency.

Growth Guidance

Reached SRL Standalone

Profitability Timeline
breakeven.

Inventory Strategy Focus on Fresh/Liquor.

This Quarter (Q4)

EBITDA near zero ([D.2 Cr); hit by supply chain
issues.

Fully live in Kolkata; expanding to Lucknow/
Varanasi.

~[860 Cr.

Shifting to "Mid-single digit growth" targets.

Consolidating towards "Total Consol
Operational Breakeven" by FY26.

Added "Elysium" membership and virtual
inventory for Jiffy.

| Deteriorating

t Improving

1 Improving

1 Pivot to
Growth

- Stable

t Improving

Investor Notes: * The Thesis remains on a knife-edge: The operational turnaround of the Spencer's core
(SRL) is a significant win, proving the "Shrink-to-Win" strategy works. * The Red Flag: The sudden weakness in
Nature's Basket is concerning. It was the high-margin hedge against the low-margin Spencer's business. If its
margins don't return to ~30%, the consolidated path to interest coverage is impossible. * Working Capital: The
Jiffy model is highly efficient—leveraging store stock means growth won't consume incremental cash for
inventory, which is critical given the liquidity constraints. * Monitoring Point: Watch the finance cost line in Q1
FY26. Any spike in interest rates or failure to refinance maturing debt would trigger an immediate liquidity crisis.
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