
Spencers Retail Ltd — Nov 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline on Core Operations; Miss on Headline (due to restructuring one-offs). One-line: Management has

accelerated the "Shrink-to-Win" strategy, completing a massive exit from South/NCR regions to protect the

profitable East/UP core, pull forward EBITDA breakeven to Q3 FY25, and mitigate a stressed balance sheet.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance

Inline / Strategic

Acceleration

Restructuring completed ahead of schedule; EBITDA breakeven

guidance pulled forward from Q4 to Q3 FY25.
🟢

Earnings Quality
Low (Restructuring

Distorted)

Headline PAT (-₹87 Cr) reflects ₹37.89 Cr in accelerated

depreciation and ₹19.24 Cr in provisions, offset by lease gains.
🟡

Guidance

Confidence
Strong (Operational)

Management provided granular targets for ₹60 Cr in overhead

savings and 5% store EBITDA in core regions.
🟢

Management

Credibility
Improving

Decisive execution of 47 store closures in Q2; delivering on the

promised "measured expansion" in East/UP.
🟢

Business Quality

Signal

Improving (Unit

Economics)

Continuing regions (East/UP) show 4% growth and 19% gross

margins, proving the core model is viable.
🟢

Key Q&A Exchange
Q# 4 & 5 — Debt and

Equity.

Mgmt admitted debt of ₹896 Cr but tied equity raising to hitting

EBITDA breakeven first.
🟡

The Street's

Primary Anxiety

Cash burn and Debt

maturity.

Management highlighted only ₹106 Cr of debt matures within 12

months, providing some breathing room.
🟡

Capital Cycle Stage
Rationalization /

Consolidation

Exiting 3.4 Lac sq. ft. of underperforming space to focus capital

on high-ROIC clusters.
🟡

Margin Trajectory
Stable (Core) / Volatile

(Restr.)

19% GM in continuing regions; headline 17.3% is a temporary

dip due to liquidation sales.
🟢

Pricing Power Stable
NOBs (Number of Bills) grew 5%, though ABV dropped 3-4% due

to consumer downtrading in staples.
🟡

FCF Conversion Distorted
Restructuring costs and inventory liquidation in closed stores

masked core cash generation.
🔴

Competitive Moat
Narrowing

(Geographic)

Sacrificing national scale to become a regional "Experience-led"

specialist in East/UP.
🔴

Balance Sheet

Strength
Stressed

Consolidated debt of ₹896 Cr vs negative consolidated equity/

PBT remains the primary risk.
🔴

Working Capital Improving
Inventory rundown in 47 stores completed; focusing on high-

churn fresh/staples in continuing stores.
🟢

Mgmt Track Record Mixed but Improving
History of delayed turnarounds, but current management is

hitting restructuring milestones with speed.
🟡

Key Vulnerability Refinancing Risk
Survival depends on hitting EBITDA breakeven by Q4 to facilitate

a necessary ₹300 Cr+ equity raise.
🔴

Management Tone Pragmatic & Resolute Focused on "operational profitability" over vanity growth metrics. 🟢

Sentiment: 🟢 Positive | 🔴 Negative | 🟡 Neutral



Key Takeaways: * Positives: The "Surgery" is complete. By exiting South/NCR, Spencer's has removed a

₹25.87 Cr quarterly EBITDA drag. The remaining core (East/UP) is healthy, growing at 4% with mid-single-digit

store EBITDA. Support costs are being slashed by ₹60 Cr (exit rate), moving from 8% to 6% of sales. * 

Negatives: The balance sheet is a ticking clock. With ₹896 Cr in debt and continued PBT losses, the company

has zero margin for error. The 38% reduction in trading area since last year significantly reduces bargaining

power with large FMCG suppliers. * Street Concern: Analysts are hyper-focused on debt servicing.

Management's response—that only 12% of debt is current and the promoter is committed—buys time, but a

successful equity raise post-Q4 is mandatory for long-term viability. * Watchpoint: Q3 FY25 (Festive Quarter)

performance in the East/UP cluster. If the company fails to reach pre-Ind AS EBITDA breakeven here, the

turnaround thesis effectively breaks.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures are primary; Concall used for commentary and unlisted

metrics.

Metric
Q2

FY25

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue

(Consol)

₹1,066

Cr
↓ 9.8% ↓ 5.5% ↓

Impacted by closure of 47 stores (South/NCR). Continuing

regions grew 4%.

Gross Margin

(%)
17.3% ↓ 380 bps ↓ 320 bps ↓

Temporarily hit by liquidation of inventory in closed stores.

Target core is 19%+.

EBITDA

(Consol)
-₹4 Cr ↑ 50% ↓ 108% ↓

Q2 includes restructuring impact. Q1 was aided by TGS

trademark one-off.

PAT (Consol) -₹87 Cr ↓ 24.3% ↓ 102% ↓
Includes ₹37.89 Cr accelerated depreciation and high

finance costs.

SSS Growth

(%)
4.0% First entry First entry →

Applies to continuing regions (East/UP) only. Total base

SSSG is negative.

Store Count

(Total)
131 ↓ 48 ↓ 48 ↓ Spencer's 98, Nature's Basket 33. Exited 47 stores in Q2.

Net Debt

(Consol)
₹896 Cr First entry First entry →

₹106 Cr maturing within 12 months. Interest coverage

remains weak.

NOB Growth

(%)
5.0% First entry First entry ↑

Volume driven. Consumers visiting more often but

spending less per trip.

Avg Bill Value

(₹)
~₹900 First entry First entry ↓

ABV dropped 3-4% as consumers down-traded to smaller

packs/staples.

Support Costs ₹114 Cr* First entry First entry ↑
Target exit rate. Represents ₹60 Cr annual savings from

prior 8% of sales to 6%.

*Management target exit rate for year-end.

2B. SEGMENT BREAKDOWN



Segment
Revenue (₹

Cr)

YoY

Growth

EBITDA

Margin
Trend

vs Co

Avg
Key Development

Spencer's

(SRL)
₹1,002 Cr -11.3% -0.5% ↓ Below

Exited South/NCR. Continuing region store

EBITDA at 5%.

Nature's

Basket
₹116 Cr +1.0% 0.1% ↓ Above

Growth muted by monsoons and supply

chain delays for imports.

E-commerce ~₹160 Cr* +20.0% Not stated ↑ Above
15% of total mix. Fulfilment moving from 9

to 30 stores in Kolkata.

*Estimated based on 15% mix mentioned in concall.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery

Risk

Flag

Guidance Profitability

Pre-Ind AS EBITDA

breakeven by exit of Q3

FY25.

Needs ₹25 Cr+ EBITDA swing in Q3.

Feasible given festive season + cost

cuts.

Improved High

Guidance Costs
Annual overhead savings

of ₹60 Cr.

Requires support costs to stay at

~₹28-30 Cr/quarter. Inline with

headcount cuts.

Inline Moderate

Strategy Expansion
5-6 stores to be added in

H2 FY25 (East/UP/NBV).

1 store added in Q2; needs 4-5 more

in 6 months. Feasible.
Inline Low

Strategy
E-

commerce

30-minute delivery launch

by mid-December.

Requires enabling fulfillment from 30

stores in Kolkata vs 12 currently.
First entry Moderate

Balance
De-

leveraging

Equity capital raise to be

evaluated post-breakeven.

Needs ~₹300 Cr to meaningfully

impact the ₹896 Cr debt.
Delayed High



4. ANALYST Q&A



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

1 4.0
Akhil

Parekh
Demand Business

What are key

patterns in

urban

demand

weakness?

Management

noted a shift

where

discretionary

categories

(Apparel, GM)

are flat, while

non-

discretionary

(Staples, Fresh)

remain strong.

This validates

the "Food First"

strategy but

warns of margin

pressure if high-

margin non-food

doesn't recover.

None 4.0 Clear Trend

2 3.5
Akhil

Parekh
SSSG Financials

Bifurcation of

growth

between

discretionary

and non-

discretionary.

Continuing

operations grew

4%, with NOBs

up 5% and

ABVs down

3-4% due to

downtrading.

This confirms

volume

resilience but

indicates

realization

headwinds that

the company

must offset with

cost cuts.

None 4.5 Quantified

3 4.0
Akhil

Parekh
Online Business

Are online

patterns

similar to

brick-and-

mortar?

Online ABVs are

~₹900 (higher

than industry

₹550) but lower

than the

historical ₹1,100

as order

frequency

increases.

Management is

prioritizing order

density over

basket size to

drive hyperlocal

efficiency.

None 4.0 Contextual

4 5.0
Parikshit

Gupta

Balance

Sheet
Financials

Can you

articulate the

Total debt is

₹896 Cr, with None 5.0 Specific



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

debt

maturing in

the next 12

months?

₹106 Cr

maturing within

one year. This

suggests

immediate

liquidity risk is

manageable if

the Q3/Q4

turnaround

yields operating

cash flow.

5 4.5
Parikshit

Gupta
Capital Capex

Are there

plans to

raise equity

capital or

debt

covenants

restricting it?

Management is

evaluating

capital raise

options but

linked the timing

to hitting

EBITDA

breakeven to

ensure

"appropriate

valuation." This

signals that the

promoter is

likely bridging

the gap until the

P&L stabilizes.

Exact

Timing
3.0 Hedged

6 4.0
Parikshit

Gupta
Efficiency Financials

Is there

further room

for store cost

optimization?

Bulk of store-

level heavy

lifting is done,

but corporate

overhead flow-

through will only

hit in Q3/Q4

(₹60 Cr savings

target). This

sets a hard floor

on store opex

but puts the

focus on

corporate

leaness for the

breakeven goal.

None 4.0 Realistic

7 3.0 Chirag Strategy Mgmt

What is the

roadmap for

the next 5

years?

Management

refused to

provide a 5-year

outlook,

focusing strictly

on the next two

quarters to

reach EBITDA

5-Year

Data
3.0 Pragmatic



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

breakeven. This

pragmatic focus

is a relief for

buy-side

analysts who

have heard

"long-term

growth" stories

for years without

profit.

8 5.0 Ravi Accounting Financials

Why has

depreciation

gone up 2x

YoY?

The jump is due

to a one-time

₹32 Cr

accelerated

depreciation

charge from

store closures;

the normalized

quarterly rate is

~₹20-25 Cr. This

clears the

"noise" from the

P&L and sets a

predictable

base for Q3.

None 5.0 Quantified

9 3.5 Ravi
Supply

Chain
Business

How to

insulate

Nature's

Basket from

import

disruptions?

Management

noted the import

risk is a one-off

and they are

balancing

inventory levels

for gourmet

products. This

addresses the

Q2 growth miss

in NBV but

remains a

structural risk

for a gourmet

format.

None 3.5 Qualitative

10 4.0 Ravi
E-

commerce
Business

What is the

mix of e-

commerce

and the

target for 30-

minute

delivery?

Out-of-store mix

is 15%, with a

target of 20%+;

30-minute

delivery will

launch by mid-

December via

store fulfillment.

This is a direct

competitive

response to

None 4.0 Specific



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

Quick

Commerce

players.

11 3.0
Saransh

Gupta
Costs Financials

What are

current store

costs for

Spencer's

and NBV?

Management

target is 12%

operating cost

(6% rent, 6%

non-rent). This

provides a clear

benchmark to

model the "Ideal

Store" P&L once

underperforming

sites are gone.

Specific

PSF

costs

3.0 Benchmarked

PATTERN FLAGS & SENTIMENT * Restructuring Anxiety: Analysts pressed on the "one-off" nature of Q2

losses. Management successfully isolated the ₹25.87 Cr loss from closed stores, proving the continuing

business is operational-EBITDA positive. * Balance Sheet Hostility: Questions regarding the ₹896 Cr debt were

pointed. Management's defensive posture (pointing to promoter support and hitting breakeven first) was

accepted but remains the primary source of skepticism. * Sentiment Verdict: Analysts are cautiously optimistic

about the "Surgery" (store closures) being over but remain hostile toward the leverage. The credibility of the MD/

CEO improved as he pivoted from vague growth targets to specific 6-month breakeven goals.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1 FY25) This Quarter (Q2 FY25) Direction

Breakeven Timeline 12-18 months. Q3 FY25 Exit (Accelerated). ↑ Improving

Footprint Strategy National ambitions. Regional Focus (East/UP only). ↓ Scale / ↑ Focus

Earnings Quality Inflated by TGS Trademark sale. Depressed by Closure One-offs. → Neutral

Trading Area 12.57 Lac sq. ft. 9.17 Lac sq. ft. (SRL). ↓ (3.4L sq ft exit)

Debt Profile Undefined maturity. ₹106 Cr due within 1 year. ↑ Clarity

E-commerce Mix Growth focused. Delivery speed focused (30-min). ↑ Competition

Overhead Target 8% of sales. 6% of sales exit rate. ↑ Efficiency

Investor Note: This quarter confirms the thesis has shifted from a "Retail Growth" story to a "Distressed

Turnaround" story. The 38% reduction in trading area is a massive strategic retreat, but the resulting core

business appears functional. The "Breakeven by Q3" target is now the only metric that matters. If management

misses this, the interest burden on the ₹896 Cr debt will likely force a dilutive equity raise or asset fire-sale.
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