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KOOVS 
New year started with a bang 
The important information from Koovs’ FY19 results is not the results for the year 
but the trading since the company secured its additional financing. With Gross 
Order Value (GOV) up 104% in 1Q20, Koovs is once more showing the sort of 
growth associated with online success. FY19 itself was a lost year, as the company 
conserved cash while it successfully sought new investors; they eventually arrived 
– not only with money but with important synergistic benefits too. The GOV data 
is a function of being able to finance growth again. The benefits of the Future 
Lifestyle (FLFL) tie-up are still to come in additional distribution and improved 
buying. 

► Strategy:  Koovs’ plan to become the ASOS of India is back on track. The impact 
of the lack of resources in FY19 showed up in the low growth in reported 
revenue (+9%). With the tap turned back on, GOV has doubled in 1Q20 and 
web traffic is up 148% (and this not achieved at the expense of the trading 
margin: up to 21%). 

► Forecasts: We have, effectively, shifted our forecasts one year later. The 
expected revenue in FY20 is roughly what we were anticipating for FY19, had 
the funding arrived straightaway. The base is slightly lower, but we would 
expect that the benefits from the FLFL tie-up should accelerate growth 
prospects. 

► Valuation:  Our valuation has changed – under the old estimates, the value 
should have risen, as the growth came through and the discount unwound. By 
delaying for a year, this has not happened, and there has been some dilution. 
Our central estimate of value suggests that Koovs is worth £300m today, or 
74p per share. 

► Risks:  We see the two key risks as being slower uptake of e-commerce in India 
than we forecast, and damaging discounting by Koovs’ direct and indirect 
competitors. Koovs also needs to manage the relationship with FLFL 
successfully to optimise its benefits. In addition, it will need further funding in 
FY21 to achieve its plans. 

► Investment summary:  With the money raised and the new partners on board, 
Koovs becomes an exciting way to play the last big world retail market to move 
online. The prize, if it gets it right, is a billion-pound company and more. It is 
likely to be a bumpy, exciting ride, but investors have the reassurance of a highly 
experienced management team in charge, and the backing of two major Indian 
corporations straddling both retail and media. 

Financial summary and valuation 
Year-end Mar (£m) 2018 2019 2020E 2021E 2022E 2023E 
Visits (m) 66 76 100 160 260 340 
Conversion  1.37% 1.14% 1.40% 1.70% 2.50% 3.00% 
No. of orders (m) 0.91 0.86 1.40 2.72 6.50 10.20 
AOV (£) 16.37 14.99 14.90 15.00 15.50 16.00 
GOV (£m) 14.5 12.8 22.6 49.0 135.2 249.8 
Net sales 9.6 8.5 13.8 30.4 85.9 159.9 
Weighted margin 47% 49% 52% 57% 61% 62% 
Trading profit 1.2 0.1 3.3 10.3 39.0 73.9 
Trading margin 11% 1% 24% 34% 45% 46% 
EBITDA -14 -14 -18 -18 1 21 
No. of shares (m) 175 313 359 359 359 359 
EV/sales (x) 1.0 1.7 1.7 0.8 0.3 0.1 
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Market data 
EPIC/TKR KOOV 
Price (p) 7.35 
12m High (p) 24 
12m Low (p) 6 
Shares (m) 359 
Mkt Cap (£m) 26 
EV (£m) 23 
Free Float* 40% 
Market AIM 

*As defined by AIM Rule 26 

Description 
Koovs is an online retailer of fashion 
across India. It has an experienced 
management team, growing brand 
awareness and the highest Net 
Promoter Score (NPS) in its vertical. 

 

Company information 
CEO Mary Turner 
CFO Rob Pursell 
Chairman Waheed Alli 

 

+44 20 7151 0170 
www.koovs.com  

 

Key shareholders 
Waheed Alli (Dir.) 11% 
Future Lifestyle Fashion 26% 
Hindustan Times Media 11% 
Dragon Asia 7% 
Michinoko 5% 
Anant Nahata 3% 

  

Diary 
Sep’19 AGM 
Dec’19 Interim results   
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FY19 results 
Summary of key takeaways 
With the company suffering from lack of resources and the need to preserve cash, 
marketing spend and clothing ranges were severely restricted at the start of FY19. 
Revenue for the year was up 9% in Indian Rupee terms (flat in Sterling), but that was 
largely because of the increase in 3Q and 4Q once some of the money raised had 
come through.  

► GOV reached £4.4m in 4Q19, up 63% YoY. 

► The trading margin increased to 18% in FY19, from 14% in FY18. 

► Web traffic reached 76m in FY19, from 66m in FY18, with 4Q up 139% YoY. 

Koovs was careful to maintain its brand recognition with targeted social media 
programmes, but the turnaround is clear in the chart below, where the web traffic 
and orders both show a sharp pick-up from the low in the first quarter. 

 

Koovs – web traffic and orders, 1Q18 to 4Q19 

 
Source: Hardman & Co Research 

 

Koovs has focused on its brand and customer service, even while funds were tight. 
It was named as the top retailer for customer experience in India by Forrester 
Research for the second consecutive year. Furthermore, its focus on online media 
has proved effective, with 2.6m social media followers, more than three times the 
level of engagement of its nearest competitor. 

The growth in sales in the second half was not achieved through excessive 
discounting. Markdown sales fell from 24% of the mix in FY18 to 19% in FY19, as 
the trading margin rose from 14% to 18% in the year. 
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Koovs – sales mix (INR 000) and trading margin, 1Q18 to 4Q19 

 
Source: Hardman & Co Research 

Fundraising 
In March 2018, Koovs announced its intention to raise £50m to accelerate growth. 
In June, it announced an agreement with HT Media, whereby Koovs would acquire 
four lots of £6m of media every six months, paid for 70% in new shares and 30% in 
cash. The price of the shares was determined at 10p for the first tranche and 
subsequently to be calculated as the lower of the three-month average share price 
or the price of the most recent funding round.  

The HT Media deal was conditional on Koovs raising at least £6m of new equity. On 
6 July 2018, Koovs announced that it had raised £12m at 15p per share, including 
a £1.5m subscription from the Chairman, Lord Alli. In between, it had also 
announced a tie-up with FLFL. FLFL agreed to subscribe for 58m shares at 10p. 
Then, in August, a further commitment by FLFL to take its holding up to 29.99% 
was announced by subscribing for a further 63.3m-69.85m shares at 15p each. The 
details subsequently changed, but the commitment remained the same. 

In FY19, a total of £22.1m was raised, together with FLFL’s commitment of 
approximately £10.5m, of which £3.7m was received in May 2019.  

Compulsory convertible 
Koovs is issuing FLFL with a compulsory convertible. The instrument will convert 
into 24m shares at an implied price of 28.36p. This, together with the 46m shares 
issued at ca.8p, equates to 70m shares at 15p. The terms of the convertible allow 
FLFL to delay conversion until February 2021. From a Koovs perspective, it makes 
no difference, as the cash will already have been received, and since the conversion 
is compulsory, we assume all the shares will be issued when we make our fully-
diluted calculation. 

Future Lifestyle (FLFL) 
The FLFL tie-up is still in its early stages. In addition to the cash injection, we see 
three benefits: 

► marketing and customer engagement; 

► manufacturing and sourcing synergies; and 
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► profitable provision of services to FLFL. 
 

Koovs has already opened some concession in three FLFL stores in Delhi, and this 
will be rolled out in four other metro cities. The idea is not to become a bricks and 
mortar retailer of Koovs fashion, but simply to enhance the brand profile. 

FLFL is a massive clothes retailer, and subsequently has relationships with suppliers 
of fabric and garment manufacturers. Koovs will be able to piggyback on these 
relationships, getting cheaper prices and access to a wider range of material. 

Lastly, Koovs is already providing technical services to one of FLFL’s divisions – 
Brand Factory. It is also providing its studio facilities to shoot catalogue images and 
videos. These agreements are profitable for Koovs but, perhaps more importantly, 
they are an endorsement of Koovs’ technical ability. Koovs has been contracted to 
build and maintain Brand Factory’s online retail platform.  

Forecast changes 
With the full-year figures, we have updated our forecasts, which had remained 
unchanged since last year. We have largely just pushed out progress by one year. 
We have revenue near-doubling, or more, each year (£11m, £25m, £76m, £145m), 
with a small gross profit in FY20E, rising sharply, so that Koovs makes a very small 
operating profit in FY22E and significant profit in FY23E. 

The underlying assumption is that the Indian e-commerce market continues to grow 
at a rapid pace and that apparel outpaces the market growth and, within that, Koovs 
grows its market share.  

These are optimistic assumptions, but they are no different from what has been seen 
many times in other more mature online retail markets. 

On our forecasts, Koovs will require additional funding during FY21 to achieve its 
plans. 

Valuation 
We use the same methodology as explained in our Koovs initiation report, Poised to 
clean up – the emerging ASOS of India, March 2018. Essentially, we look out to FY23, 
where we are expecting EBITDA of £20.8m. We apply an EBITDA multiple of 35 
(typical of what was applied to ASOS and Boohoo at that stage of their development) 
to derive a future value of £731m, which we then discount back to today at 25% – 
a high rate to encompass all the risks faced in growing a business to that scale. That 
derives a value of £300m, or 74p per share on a fully-diluted basis.  

  

https://www.hardmanandco.com/research/corporate-research/poised-to-clean-up-the-emerging-asos-of-india/
https://www.hardmanandco.com/research/corporate-research/poised-to-clean-up-the-emerging-asos-of-india/


Koovs  
 

  

18 July 2019 5 
 

Financials  
Income statement, 2018-23E 
Year-end Mar (£000) 2018 2019 2020E 2021E 2022E 2023E  
Revenue 6,350 6,427 10,822 24,854 76,133 144,553  
Cost of sales -8,068 -6,959 -10,562 -20,112 -46,651 -86,546  
Gross profit/loss -1,718 -532 260 4,742 29,482 58,007  
Operating expenses -12,857 -13,431 -17,971 -23,415 -29,181 -37,111  
Operating loss -14,575 -13,963 -17,711 -18,672 301 20,896  
Finance income 220 281 100 100 100 100  
Finance expense -982 -1,824 -100 -100 -100 -100  
Profit/Loss before tax -15,337 -15,506 -17,711 -18,672 301 20,896  
Tax              
Profit/Loss -15,337 -15,506 -17,711 -18,672 301 20,896  
        
EBITDA -14,443 -13,822 -17,531 -18,472 541 21,196  
Equity holders -15,337 -15,506 -17,711 -18,672 301 20,896  
        
Loss per share (p) -8.7 -5.3 -5.1 -5.2 0.1 5.8  
        
No of shares        
Period end (m) 175 313 359 359 359 359  
Weighted (m) 175 293 350 359 359 359  
Potential dilution (m)   46 46 46 46  
        
Revenue growth -27% 1% 68% 130% 206% 90%  
Gross margin -27% -8% 2% 19% 39% 40%  
Operating margin -230% -217% -164% -75% 0% 14%  

  Source: Hardman & Co Research  
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Cashflow, 2018-23E 
Year-end Mar (£000) 2018 2019 2020E 2021E 2022E 2023E  
Loss before tax -15,337 -15,506 -17,711 -18,672 301 20,896  
Depreciation and amortisation 132 141 180 200 240 300  
Working capital changes -257 -2,892 1,500 1,000 -3,000 -4,500  
Net interest income/expense 762 1,543      
Other operating cashflows 778 985 500 500 500 500  
Tax paid              
Net cashflow from operations -13,922 -15,729 -15,531 -16,972 -1,959 17,196  
        
Purchase/sale of assets -233 -100 -200 -300 -400 -500  
Interest income 176 281 100 100 100 100  
Deposits 2,735 -2,349 4,754        
Net cashflow from investing  2,678 -2,168 4,654 -200 -300 -400  
        
Share issues  20,818 10,500     
Convertible loan 9,507       
Repayment of debt  -271      
Interest and finance expense 22 -13 -10 -10 -10 -10  
Net cashflow from financing 9,529 20,534 10,490 -10 -10 -10  
        
Net change in cash -1,715 2,637 -387 -17,182 -2,269 16,786  
Cash at start 1,774 404 3,447 3,460 -13,323 -15,192  
FX effects 345 406 400 400 400 400  
Cash at end  404 3,447 3,460 -13,323 -15,192 1,994  

Source: Hardman & Co Research  
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Balance sheet 
Balance sheet, 2018-23E 
@ 31 Mar (£000) 2018 2019 2020E 2021E 2022E 2023E  
Intangible assets 6,866  6,950  6,950  6,950  6,950  6,950   
PP&E 260  254  274  374  534  734   
Non-current financial 
assets 75  88  88  88  88  88  

 

Total non-current 
assets 7,201  7,292  7,312  7,412  7,572  7,772  

 

        
Inventories 1,536  2,364  4,364  6,364  8,364  10,364   
Receivables 6,922  11,506  12,506  13,506  14,506  15,506   
Bank deposits 2,314  4,754       
Cash 949  3,750  3,460  -13,323 -15,192 1,994   
Total current assets 11,721  22,374  20,330  6,547  7,678  27,864   
        
Total assets 18,922  29,666  27,642  13,959  15,250  35,636   
        
Trade payables -2,680 -5,065 -6,592 -11,582 -12,572 -12,062  
Borrowings -572 -9,722 -9,722 -9,722 -9,722 -9,722  
Total current liabilities -3,252 -14,787 -16,314 -21,304 -22,294 -21,784  
        
Long-term liabilities -7,833 -103 -103 -103 -103 -103  
Total non-current 
liabilities -7,833 -103 -103 -103 -103 -103 

 

        
Total liabilities -11,085 -14,890 -16,417 -21,407 -22,397 -21,887  
        
Net assets 7,837  14,776  11,225  -7,448 -7,147 13,749   
        
Equity share capital 1,838  3,690  4,150  4,150  4,150  4,150   
Share premium 67,799  88,127  91,327  91,327  91,327  91,327   
Other reserves 2,098  3,546  14,046  14,046  14,046  14,046   
Retained earnings -63,898 -80,587 -98,298 -116,971 -116,670 -95,774  
Minority interest              
Total equity 7,837  14,776  11,225  -7,448 -7,147 13,749   

Source: Hardman & Co Research  
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Risks 
► The Indian online market does not grow as predicted.  

► The online growth does not turn into as many online shoppers as expected.  

► The online shoppers do not spend as much as forecast.  

► The shoppers do not buy their clothes from Koovs.  

► Koovs has to spend more than it anticipates generating the traffic.  

► Koovs has to discount more heavily than expected to generate sales.  

► The competition is even fiercer in its discounting and marketing spend.  

► Costs are higher (in particular, product returns may be higher).  

► The Indian government introduces more disruptive measures. 

► The benefits of the FLFL tie-up fail to materialise. 

► Koovs fails to raise additional capital. 

In addition, there are a number of other generic business risks. 

There is no doubt that this is a highly risky venture. Koovs has achieved a lot in its 
short existence and, in particular, in the past two years, but it is still years from 
profitability, and many things can go wrong along the way. 

We believe, with the single exception of its financing, that Koovs is in an excellent 
position to make the best of the enormous opportunity that online Indian clothes 
retailing represents.
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Disclaimer 
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly 
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the 
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained 
from use of such information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the 
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or 
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages 
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.    

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy 
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute 
investment advice.  However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full 
list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-
disclosures. Hardman may provide other investment banking services to the companies or legal entities mentioned in this report. 

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities 
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal 
entities covered by this document in any capacity other than through Hardman & Co.  

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide 
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past 
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of 
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no 
scheduled commitment and may cease to follow these securities, companies and legal entities without notice. 

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or 
use would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country. 

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative 
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may 
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate 
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be 
subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this 
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding 
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this 
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is 
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for 
them in the light of their investment needs, objectives and financial circumstances.  

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and 
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).  

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or 
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice. 
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of 
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies 
House with number 8256259. 

(Disclaimer Version 8 – Effective from August 2018) 

Status of Hardman & Co’s research under MiFID II 
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and, 
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about 
which we write and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II. 

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written 
material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the 
third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in 
the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public…’ 

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available. 

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-
2016-2031.pdf 

In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate 
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the 
reader of our research to trade through us, since we do not deal in any security or legal entity.  

http://www.hardmanandco.com/legals/research-disclosures
http://www.hardmanandco.com/legals/research-disclosures
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