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Avenue Supermarts Ltd. aka 
DMart, has become India's 
leading supermarket chain 
in just two decades. With 324 
stores nationwide, it offers a 
wide range of affordable 
products, experiencing rapid 
growth at 28% CAGR while 
maintaining cost control and 
efficiency.

DECODING 
THE BUSINESS RISKOMETER

D-Mart focuses on certain factors which make 
them profitable and allows them to offer you the 
best priced goods

Slotting Fees : The manufacturer pays an amount 
to DMart to place their product on the front 
shelves and then that amount gets used for sub-
sidizing the product.

Low operating Expenses : Opening a low cost 
interior store reduces the company's operational 
expenses.

Volumes sales : Low priced product leads to a 
high footfall and increases sales.

Regional Goods : DMart places area Specific 
product in their stores to capture the market.

Rental Free Model : The majority of their stores are 
owned by DMart, instead of taking into rent, it pri-
oritizes owning the land and building the stores.

Quick Payment : It pays their vendor early com-
pared to their peers and receives a discount.

Cluster Expansion Model : They first open a distri-
bution Centre in a locality and build stores 
around it to manage their supply chain and 
inventory.

Online portal : Digitizing the business helps DMart 
to increase their footfall and capture the online 
space.
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S = Strength W = Weakness O = Opportunity T = Threat

CHEF’S ANALYSIS

WHAT IS GOOD?

WHAT IS BAD?

• Operational efficiency due to pricing & 
low debt due to self-owned stores.

• Low price – more sales -- more manu-
facturers -- low price (a loop).

• Demand-based inventory procure-
ment enables sales within avg. 35 days.

• Avail discounts from suppliers by 
paying quick, avg. 8 payable days.

• New product lines without spending 
much on a new distribution channel / 
visibility.

• Based on real-time sales insights, 
DMart can bring out private labels at 
cheaper rates.

• Targeting Tier-3 and other unorga-
nized markets since they are untapped 
market.

• DMart is present in 10 states 
only, whereas Jiomart is in 
almost all the states.

• Generating negative free cash 
flows because of its expansion-
ary plans.

• Low penetration in online retail 
space.

• Reliance’s aggressive plans 
can force DMart to spend on 
marketing & take a hit on mar-
gins.

• Preference to local kiranas over 
Dmart due to the convenience 
of proximity in instant items.

• Online retail can overtake due 
to convenience, reach, and 
cutting-edge technology.
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Rapid sales growth due to aggressive
expansion & per-store sales.

Equity dilution and high retention have led to declining ROE & ROCE in the past 5yrs.

Good profit growth due to operational
efficiency & pricing advantage.

DMART - IN CHARTS 

Segmental Revenue 
Breakup

Food Products
Genral Merchandise & Apparel

FMCG (Non Foods)

56.86%

23.40%

19.74%
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Currently, the Indian retail market continues to be dominated by the unor-
ganized retail (traditional Kirana stores) accounting for about 88% of the 
total retail market. On the other hand, organized retails like Big Bazaar, 
D’Mart, Walmart, Malls, Showrooms etc, are contributing only about 9% of the 
total retail market.

Online retail players like Flipkart, Amazon, Big Basket etc, account for only 3% 
of the total retail market in India. The growth of the organized retail sector is 
continuously increasing and by 2030 it could reach 30-40%. It will boost the 
growth of organized retailers in India. D-Mart can also increase its market 
share in India through innovative ideas and operating efficiency.

3Y Sales
growth

3Y Profit
growth

Sales 
(₹Cr.)

41031

8242

2451

2329

Avenue Supermarts

Trent

Spencer's Retail

V-Mart Retail

15.70%

33.20%

1.69%

5.14%

Profit 
(₹Cr.)

2344

395

-191

26

18.60%

61.40%

-

-43.10%

PEG

3.94

3.91

-

-7.02

Company

PEER COMPARISON
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Management pedigree and quality business have been at the core 
of DMart for so long. It also brings together the operational efficiency 
of Walmart, the low SKU strategy of Costco & self-owned stores 
strategy of IKEA under one bundle. 

However, it remains to be seen that DMart has to maintain its high 
growth to catch up its valuation and to give competition to the ag-
gressive expansion by Jio's offline and online stores.

CHEF'S REPORT CARD
Score Out of

18

19

16.5

14.5

9

77

Business

Management

Financials

Growth

Brand

Total Score

25

21

24

20

10

100

Criteria

CHEF’S REMARKS

*The above scores are based on the Chef's Questionnaire given below.

Self-owned 
stores strategyLow SKU 

strategy

Operational
efficiency
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For the valuation, we have used the Earnings Multiple Approach by  
Finology Ticker. We have taken three use cases: Conservative, Neutral 
and Aggressive.

CHEF’S VALUATION

Conservative Neutral Aggressive

*Discount Rate -12%          *Margin of Safety - 10%

Estimated CAGR in EPS % (Next 10 Yrs)

Estimated PE in 10th year

Estimated EPS 10 year (₹)

Current PE

TTM EPS

Present Value of Stock(₹)

Fair Value (₹)

10%

30.00

93.72

101.00

36.13

905.28

814.76

15%

50.00

146.18

101.00

36.13

2353.34

2118.01

22%

80.00

263.95

101.00

36.13

6798.69

6118.82

Cases

CHEF’S QV MATRIX
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at times of recession, people tend to 
avoid these goods.
Which can affect the revenue of 
D-mart negatively.

5. To what extent is the company 
dependent on external sources?
While the Dmart's business is heavily 
reliant on external sources like sup-
pliers (manufacturers, distributors) 
and logistics provider, it has main-
tained a strong relationship with 
them.

1. Does the company have a sustainable 
competitive advantage or a "moat"?
In terms of product offerings, DMart does 
have a competitive advantage. Subsidising 
the product using slotting fees increases the 
footfalls and that in return attracts vendors 
for the product display, thus creating a loop 
and making it a moat for DMart.

2. What is the company's pricing power?
The fact that D-mart receives significantly 
more footfalls in its supermarts than any of 
its competitors allows it to purchase goods 
in bulk. In turn, suppliers give D-mart addi-
tional discounts in exchange for large 
orders, providing the retailer price control.

3. How easily can the company's business 
be copied?
With its excellent store economics, perfect 
product mix, low inventory days, and inven-
tory management business are difficult to 
copy.

4. Is the company's business cyclical, coun-
tercyclical, or recession-resistant?
Dmart's half of the sales come from essen-
tial goods. and At times of recession, people 
do not stop consuming necessary goods. 
For example, During Covid-19 Kirana shop 
was open and people were buying neces-
sary goods. The lockdown halted the growth 
of D-mart, not the recession.
Dmart revenue also comes from discretion-
ary items like apparel and electronics. and 

CHEF’S QUESTIONNAIRE

BUSINESS
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6. Is the company's tax payout lower 
than 25%?
No, the Tax payout for the company 
is greater than 25%.

7. Is there any sudden change in au-
ditor's fees?
No, there is no sudden change in 
auditor's fees.

1. Is the management remuneration exces-
sive compared to company's performance 
and employees' remuneration?
Average ratio of remuneration of directors 
to median remuneration of employees is 35
Average % increase in the remuneration of 
Director and KMP is 14%, while average 
y-o-y growth for the company is 20%

2. Are there any instances of promoter 
pledging of shares, or is the company free 
from such issues?
No, there are no instances where promoters 
pledged their shares.

3. How has the company's management 
utilized free cash flow in recent years?
Operationally business is doing good and 
generating profit from its core business, 
and investing a major portion of that into 
buying Fixed assets (Lands)

4. Has the management demonstrated a 
pattern of capital misallocation, or are 
there any recent instances of such actions?
No, the management has not demonstrat-
ed a pattern of capital misallocation.

5. Are there any significant related party 
transactions that could pose a conflict of 
interest for the company's management?
No, the company has not been in a situa-
tion of conflict of interest because of related 
party transactions.

MANAGEMENT



ST
O

C
K 

RE
PO

RT
 O

N
 A

V
EN

UE
 S

UP
ER

M
A

RT
S 

LT
D

cash flows, indicating the ability to 
fund growth and shareholder 
returns?
The company has negative free 
cashflow of 1017 Cr. The company is 
spending the majority of its cash on 
purchasing land and expanding its 
presence.

6. What is the level of debt carried by 
the company?
The debt to equity ratio of the com-
pany is 0.03 which is very low as 
compared to its peers and industry 
average 0.56. It signifies that the 
company is virtually debt free.

1. Has the company demonstrated consis-
tent growth in sales and profits over time?
Yes, the company has demonstrated con-
sistent growth in sales and profit in last 10 
years except for the year of pandemic. 
Sales has grown from 2209 Cr. in 2012 to 
30976 Cr. in 2022 and profit has grown from 
60Cr. in 2012 to 1492 Cr. in 2022.

2. Does the company exhibit a significant 
degree of operating leverage in its business 
model?
The company has a lower degree of oper-
ating leverage, means it can achieve 
break-even point by selling comparatively 
lower number of units. 

3. Is the company able to convert its profits 
into healthy cash flows?
D-mart’s profit is growing and it is reinvest-
ing it in expansion which is a good sign as it 
will continue its growth without debt and 
huge investment in real estate and higher 
sales.

4. Has the company generated strong 
return ratios, indicating efficient use of 
capital?
Company's ROE(5 year %)- 13.18% and ROCE 
(5 year%)- 18.05% are high as compared to 
industry average 7.77% and 11.38% respec-
tively.
5. Does the company generate strong free 

FINANCIALS

Reliance
RETAIL

DMART VMART

1187 cr.
1293 cr.

Profit per Sq. Ft.

Cut throat competition between 
DMart and Reliance Retail

34 cr.



The government of India has per-
mitted 100% FI under its automated 
route for Single Brand Retail Trading. 
Government of India  allows foreign 
companies to own up to 51% of 
Indian retail ventures in the MBRT 
sector.

1. Does the business operate in fast chang-
ing industry?
Indian retail industry has emerged as one 
of the most dynamic and fast-paced 
industries due to the entry of several new 
players. It accounts for over 10% of the 
country’s GDP. India is the world’s fifth-larg-
est global destination in the retail space. 
The retail market size is expected to touch 
$2 trillion by 2032, growing from $690 billion 
in 2021, facilitating the organised retail 
sector to grow at 25% CAGR.

2. Does the company have long-term visi-
bility?
The business model has a good outlook 
and is somewhat unique from the tradition-
al way of doing retail business. The compa-
ny has performed well despite its limited 
physical presence in India, and with grow-
ing e-retail penetration, the future seems 
favorable for the business.

3. What is the next best alternative?
The next best alternative with wide product 
variety and strong online presence with 
over 5 Cr downloads and 17 Lakhs plus cus-
tomer feedback, 4.5 star rating is Jio Mart.

4. Is the industry in which the company op-
erates highly regularised?
The retail industry in India is regularised to 
ssome extent but is not highly regulated. 

GROWTH

1. What is the public opinion of the 
company, as reflected in reviews 
and other sources?
As per the play store, the review is 
decent with few return complaints. 
Another sources says 4.1 for the job 
security and 3.3 for the appraisal, 
overall 3.9.

2. Has the company faced any sig-
nificant legal or compliance issues 
in the past?
No, the company has not faced any 
legal or compliance issues in the 
past.

3. What is the general sentiment 
towards the company's stock 
among investors and analysts?
According to a census of 25 ana-
lyst, it seems  a hold position for 
now, with a neutral view.

BRAND
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DEEPSCAN
Our inhouse-developed proprietary framework.

To be excellent, one must see beyond the obvious. To help eliminate potentially 
wealth-depleting stocks, Finology developed the DEEPSCAN Framework, a rigor-
ous filtration procedure. We have always thought that asset preservation 
comes before wealth generation, which is why it's critical to adopt a pro-
cess-oriented strategy to assist us safeguard both your wealth and our reputa-
tion.
This extensive 8-step framework ensures that every aspect of the companies is 
scanned during the analysis and presented to you :

D      discount to intrinsic value (Reasonable valuations)
E       efficiency of business operations (Cost advantage)
E       ethical conduct (Management pedigree)
P       pricing power (Strong moat)
S       scalability (Visibility of earnings growth)
C      competitive landscape (Industry projections)
A      appropriate safety net (Risk mitigation)
N      no biases (Behavioral safeguard)

Our modus operandi is to find a company with the least number of red flags. A red flag 
can be a defective business model, accounting or management fraud, corporate gov-
ernance issues, etc.

We begin with an initial filter on certain quantitative metrics using Stock Screener by 
Ticker.finology.in. Next, we eliminate companies on grounds like corporate governance, 
market share, sustainability of moat, competition and other qualitative aspects.

Then the screened companies undergo a 25-aspect questionnaire designed using the 
DEEPSCAN framework. It includes 5 metrics with differential weightages : Business, 
Growth, Financials, Management and Brand.

As a final step, we do primary research on the company’s employees, customers and 
other stakeholders.

CHEF’S METHODOLOGY

SELECTION BY ELIMINATION



We analyse 1 quality or trending 
stock every week. Read a simpli-
fied version of our research on 
other stocks like this.

Visit: recipe.finology.in

https://www.finology.in/login?ReturnUrl=https://recipe.finology.in/app
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Disclaimer:
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further their own research and must not be used as the sole basis of any investment decision. 

The readers are advised to further research on the subject company and consult an invest-

ment advisor before taking any decisions. Nothing contained in this document shall be con-
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views as and when time warrants without any notice.
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officer, director or employee of the subject company nor have they received any compensa-

tion from it or have had any relation with the said company.
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located in any place or jurisdiction where any such use or reference would be contrary to the 

local law(s). Any such user who receives this report is hereby advised to ignore it.
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