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Headline Results for Q2FY24

(Quarter ending September 30, 2023)
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In the letter below, we will address the key questions that we think investors might have.

Q1. Howwas the business performance in Q2FY24?

Deepinder: The growthmomentumwewitnessed in Q1FY24 continued in Q2FY24 driven by healthy growth
across all our businesses.

GOV across our B2C businesses (food delivery + quick commerce + Going-out) grew 13% QoQ/ 47% YoY.
Food delivery GOV grew 9% QoQ/ 20% YoY and is recovering well from the demand slowdown we witnessed
in the last two quarters of FY23. Quick commerce bounced back with a 29% QoQ GOV growth following
tepid growth in Q1FY24 (due to temporary disruptions in the business).

Note:
1) Quick commerce includes Blinkit data from August 10, 2022 onwards i.e., the date on which acquisition of Blinkit closed.

Adjusted Revenue grew 16% QoQ and 53% YoY. In our last shareholders’ letter, we hadmentioned that we
expect our Adjusted Revenue to compound at a 40%+ growth rate over the next couple of years and we
remain on track to deliver on that outlook. Our YoY Adjusted Revenue growth has been comfortably above
40% even in the past 8 quarters wherein the food business (excluding quick commerce) growth has been
30%+ (see table below).

Note:
1) Consolidated Adjusted Revenue includes quick commerce (Blinkit) data from August 10, 2022 onwards i.e., the date on which

acquisition of Blinkit closed.

On the profitability front, we posted a second consecutive profitable quarter with Adjusted EBITDA of INR
41 crore as compared to INR 12 crore profit in the previous quarter (Q1FY24) and a loss of INR 192 crore last
year same quarter (Q2FY23).

Q2. Can you share the usual data summary for the quarter?

Deepinder: Please refer to Annexure A for the key financial and operating metrics data. As wementioned
in our last shareholders’ letter, we have added “Going-out” (dining-out + Zomato Live business) as a
separate business segment this time.
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Q3. Food delivery GOV growth is bouncing backwith two back to back strong
quarters. What is leading to this growth?

Rakesh: GOV growth was almost entirely led by growth in order volumes, while the average order value
remained largely flat. A visible uptick in demand coupled with some great execution by the team led to the
robust growth in order volumes. Order volume growth is typically negatively impacted in this quarter due
to lower delivery partner availability during rains. However, this year we were able to improve on that
through better all-round execution.

Another key driver of GOV growth in the quarter was the growing adoption of our Gold program, which is
continuing to drive higher ordering frequency amongst members. We now have 3.8 million members (as at
the end of Q2FY24) that contribute ~40% of GOV in the food delivery business.

Below is how the topline of the food delivery business has grown over the past 8 quarters.

Q4. Given the ongoing CricketWorld Cup and festive period, should we expect
even higher sequential growth in Q3FY24 in the food delivery business?

Rakesh: Festive period in Q3FY24 is usually a mixed bag for the food delivery business. While people order
more around the festivals, at the same time, they also travel and eat-out more in this quarter. A lot of
Indians also observe fasts during the Navratri festival and Shradh period (both of which are in Q3FY24 this
year due to a late Diwali), which tend to dampen order volumes during the quarter. The Cricket World Cup
should result in additional order volumes, but we think that the demand uptick would be limited to a
handful of match days and hence, not very significant.

Akshant: On balance, we think that QoQ GOV growth in food delivery in the next quarter should be
moderate - around high single digit which should translate to about 25-30% YoY GOV growth.

Q5. Aswe look forward to the next few years, what do you think is going to be a
bigger driver of order volume growth in food delivery - monthly transacting
customers or monthly ordering frequency?

Akshant: The chart below breaks down the growth in food delivery order volumes over the last two
quarters between the growth in monthly transacting customers (MTC) and growth in monthly ordering
frequency.
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Note: Averagemonthly order frequency defined as averagemonthly orders divided by averagemonthly transacting customers in
that period.

As you can see, over the last couple of quarters, order growth was driven by an increase in both MTC as
well as monthly ordering frequency. The increase in monthly ordering frequency was largely a result of the
growing adoption of our Gold program as Gold members tend to order more frequently compared to
non-members.

Going forward, we think that the majority of the growth will come from growth in MTC, as more of our low
frequency customers start ordering more frequently. In our business today, ~6 crore annual transacting
customer (ATC) base translates to only about 1.8 crore MTC (about 30% of the ATC). As more of our ATC
base start transacting every month, the 30% number will keep increasing, resulting in growth in MTC. On
top of that, we will also keep adding new customers every month to the ATC base that will further drive the
growth of MTC.

Q6. How is the Zomato Gold program shaping up?

Rakesh: The Gold program has scaled to 3.8 million members within just three quarters since its launch,
and thesemembers now account for ~40% of our food delivery GOV.

Note: # of active Gold members as at the end of the month.

Q7. How are the unit economics of a Gold order different from a non-Gold order?

Akshant: As of now, a Gold order is less profitable than a non-Gold order due to the impact of program
benefits. The delivery charges paid by the customer are almost negligible (due to the free delivery benefit
for orders above a certain value).
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Further, the cost per order is higher due to a) higher delivery cost owing to longer average delivery
distance (on account of free delivery within a 10km radius), b) priority service to Gold members during
peak hours, and c) cost on account of the no-delay guarantee benefit available to Gold members.
Subscription fees collected from themembers cover only a small part of the incremental costs.

All of this results in Gold orders being meaningfully worse-off on contribution margin vis-à-vis non-Gold
orders. However, that gap is starting to (and should continue to) narrow, driven by e�ciencies across both
pricing and cost of the program. Eventually we care more about growth in absolute Contribution profit
(rather than contribution margin). The future upside of higher ordering frequency (which is visible once a
customer becomes a Gold member) is what we are investing behind in the present.

Q8. So for now, the expansion in Gold member base leads tomargin dilution in
the food delivery business, is that right?

Akshant: Yes, that is true. And even with that, the contribution margin in food delivery has consistently
increased from 5.1% in Q3FY23 (pre-Gold launch) to 6.6% in Q2FY24. This has been driven by e�ciencies in
other aspects of the business. Part of the incremental margins in the business (from hereon), will come
from improving economics of the Gold orders, as mentioned above in response to Q7.

Q9. What is the thinking around the new platform fee being levied on food
delivery orders?

Akshant: Starting Q2FY24, customers are being charged a nominal platform fee (in the range of INR 2-5
per order) on every order, including those of Zomato Gold members. It is a small fee to make our
economics better and viable in the long run. Wemake sure we keep our service affordable for our
customers at all times.

Q10. Blinkit seemed to have had a bumper quarter with 29% QoQ GOV growth. Tell
us more about what drove this growth.

Albinder: Part of the reason for high growth was the low base effect, given the temporary disruption in the
business in the previous quarter (as mentioned in our last letter). On a YoY basis, the GOV growth was 86%,
as expected and in-line with the past.

GOV growth was largely driven by same store sales growth as we continue to focus on serving more
customer needs and ensuring consistency of service levels. We also saw a net addition of 28 new stores
during the quarter, taking our overall store count to 411 stores as at the end of the quarter.

Akshant:We have also seen festivals driving much stronger growth for quick commerce as compared to
food delivery. With major festivals like Navratri, Dussehra, Diwali etc. lined-up in the December quarter, we
expect another high growth quarter from Blinkit.

Q11. We saw ameaningful increase in store count for the first timewith about 28
stores added in the last quarter. Aremost of the newly added stores located in
existing cities?

Albinder:We open new stores primarily for one of the following three reasons - (1) when demand in a
particular neighbourhood exceeds the capacity of the store servicing that location, (2) to cover more
neighbourhoods in the existing cities that we operate in (we operate in largely 15 cities in India) and (3) to
expand into new cities (in which case wemay also have to set up newwarehousing infrastructure,
depending on the location).

Most of our current network expansion so far has been driven by (1) and (2) above, while we are selectively
looking at (3) in markets where we see high potential.
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Q12. How are you thinking about network expansion from here on?

Albinder: As wementioned in our earlier shareholders’ letter, we are aiming for at least 100 new (net)
stores within FY24, and should exit March 2024 with somewhere around 480 stores in total.

Q13. Will these new store openings not drag down the aggregatemargins in the
business?

Albinder: At this point, we believe that even with these planned store openings, our Adjusted EBITDA
margin should only improve which is why we have guided for a break-even by Q1FY25.

Having said that, what we really care about is that our existing stores increasingly makemore Contribution
profit and at the same time the new stores that we open ramp-up at a pace that we expect them to (or
better). The aggregate margin in the business is then just a weighted average of Contribution profits from
scaled stores and the cost to breakeven on new stores. And even if the aggregate margin falls as an
outcome, we would not worry about that because the underlying business is solid and the fall in margin is
thenmore a function of rapid good quality expansion in the business.

Q14. AOV in Blinkit continued to increase for the second quarter in a row. Are
these levels sustainable?

Albinder: Asmentioned earlier, AOVs in this business will continue to swing up and downmainly due to
seasonal factors. That said, a part of the recent uptick in AOV was also driven by the improving assortment
and GOVmix in favour of high ASP (average selling price) categories such as electronics, toys, books,
beauty products, home décor, festive needs, among others. While ordering frequency of these categories
is lower, their ASP tends to be 3-4x higher than other categories, thereby driving up AOV.

Q15. Deepinder, in the last letter, you hadmentioned that in 10 years from now,
Blinkit will drivemore value for shareholders than Zomato. Can you elaborate on
that?

Deepinder: Blinkit is seeing good product market fit and is
growing well in each of the cities that it is present in
currently. In the last 5 quarters post our acquisition of
Blinkit, we have seen a steady rise in Blinkit’s GOV as a
percentage of Zomato’s GOV in the cities where we have an
overlapping presence.

In fact, in some of these cities, Blinkit’s GOV is already more
than Zomato’s GOV. At this pace, where Blinkit’s GOV is
growing at 80%+ YoY, we wouldn’t be surprised if Blinkit’s
GOV becomesmultiple times larger than Zomato’s GOV in
overlapping cities, which will more than compensate for the
wider geographical footprint of Zomato.

Even on the profitability front, over 60% of our stores are now Contribution positive, andmany of them are
already at 5%+ contribution margin (as a% of GOV). We are now seeing profitable economics not just at a
store level but also at a city level - where some of our cities are now operating at similar Contribution per
order as the food delivery business in those cities. So even from a potential profit pool perspective, we
think quick commerce is a larger opportunity than food delivery.

Q16. How is the cash balance looking as at the end of Q2FY24?
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Akshant: The cash balance increased by INR 188 crore in the quarter. Please see the bridge between
Adjusted EBITDA and closing cash balance below.

Note: Treasury income is as per actual cash received (and not on accrual basis). Hence, there will be quarterly variation in the
quantum.

Cash flows on account of treasury income and net working capital may continue to increase or decrease
based onmultiple factors and will be key determinants of the quantum of increase in cash balance every
quarter.

Q17. Anything else youwould like to add?

Deepinder:No, we have covered all the relevant questions. Nomeaningful update that we want to talk
about on the Hyperpure, Going-out and ESG front this time. For Hyperpure and Going-out businesses,
please refer to Annexure A for key financial and operating metrics.

��
THE END

7



Annexure A - Quarterly disclosures

Notes:
1) Q2FY23 Blinkit numbers are not fully comparable with the numbers in subsequent quarters (Q3FY23 to Q2FY24) as Q2FY23

data consolidates Blinkit financials only for part of the quarter (~50 days) (transaction closed on August 10, 2022).
2) Adjusted Revenue shown above does not include inter-segment revenue.
3) There could be some totalling anomalies in the numbers displayed above due to the impact of rounding off.

Note:
1) Quick commerce includes Blinkit data from August 10, 2022 onwards i.e., the date on which acquisition of Blinkit closed.
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Notes:
1) Q2FY23 numbers shown above for Blinkit are for the full quarter and are unaudited, MIS based numbers as received from

Blinkit. However, consolidation of Blinkit numbers in books of Zomato Limited is only from August 10, 2022 onwards.
2) Refer to Annexure C for definitions relating to the quick commerce business.
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Annexure B - Adjusted Revenue and Adjusted EBITDA reconciliation

The following table reconciles audited revenue from operations and stated loss for the period (as per IND
AS) with Adjusted Revenue and Adjusted EBITDA.

Note: There could be some totalling anomalies in the numbers displayed above due to the impact of rounding off.
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Annexure C - Glossary for terms used in reference to the business
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Annexure D - Statement of consolidated profit and loss account
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Annexure E - Statement of consolidated balance sheet

16



Annexure F - Statement of consolidated cash flow
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Use of non-GAAP financial measures

To supplement our financial information presented in accordance with IND AS, we consider certain
financial measures that are not prepared in accordance with IND AS, including Adjusted Revenue and
Adjusted EBITDA. We use these financial measures in conjunction with IND AS measures as part of our
overall assessment of our performance to evaluate the effectiveness of our business strategies and to
communicate with our board of directors concerning our business and financial performance. We believe
these non-GAAP financial measures provide useful information to investors about our business and
financial performance, enhance their overall understanding of our past performance and future prospects,
and allow for greater transparency with respect to metrics used by our management in their financial and
operational decision making. We are presenting these non-GAAP financial measures to assist our
investors and because we believe that these non-GAAP financial measures provide an additional tool for
investors to use in comparing results of operations of our business over multiple periods. Information
given also includes information related to material subsidiaries.

Non-GAAPmeasures used by us are defined below:

● Adjusted Revenue = (Revenue from operations as per financials) + (customer delivery charges in
the food delivery business)

● Adjusted EBITDA = EBITDA (+) share-based payment expense (-) rental paid for the period
pertaining to ‘Ind AS 116 leases’

● EBITDA = Profit/loss as per financials excluding (i) tax expense (ii) other income (iii) depreciation
and amortization expense (iv) finance cost and (v) exceptional items

These metrics have certain limitations and hence should be considered in addition to, not as substitutes
for, or in isolation from, measures prepared in accordance with IND AS.

Forward looking statements

This document contains certain statements that are or may be forward-looking statements. These
statements include descriptions regarding the intent, belief or current expectations of the senior
management of Zomato Limited (“Company”) subject to board approval, wherever applicable with respect
to the results of operations and financial condition of the Company. These statements can be recognised
by the use of words such as “expects,” “plans,” “will,” “estimates,” “projects,” “marks,” “believe” or other words
of similar meaning. Forward-looking statements generally are not statements of historical fact, including,
without limitation statements made about our strategy, estimates of revenue growth, future EBITDA and
future financial or operating performance. Such forward-looking statements are not guarantees of future
performance and involve risks and uncertainties which are difficult to predict and are outside of the control
of the Company, and actual results may differ from those in such forward-looking statements as a result of
various factors and assumptions which the Company believes to be reasonable in light of its operating
experience in recent years. The risks and uncertainties relating to these statements include, but not
limited to, risks and uncertainties, regarding fluctuations in earnings, our ability to manage growth and
competition, among others. The Company does not undertake any obligation to revise or update any
forward-looking statement that may bemade from time to time by or on behalf of the Company.

Any investment in securities issued by the Company will also involve certain risks. There may be additional
material risks that are currently not considered to be material or of which the Company, its directors, any
placement agent, their respective advisers or representatives are unaware. Against the background of
these risks, uncertainties and other factors, viewers of this document are cautioned not to place undue
reliance on these forward-looking statements. The Company, its directors, any placement agent, their
respective advisers or representatives assume no responsibility to update forward-looking statements or
to adapt them to future events or developments. Accordingly, any reliance you place on such
forward-looking statements will be at your sole risk.
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The information contained in this document has not been independently verified. The information in this
document is in summary form and does not purport to be complete. No representation, warranty,
guarantee or undertaking, express or implied, is or will be made as to, and no reliance should be placed on
the accuracy, completeness, correctness or fairness of the information, estimates, projections and
opinions contained in this document. Potential investors must make their own assessment of the
relevance, accuracy and adequacy of the information contained in this document and must make such
independent investigations as they may consider necessary or appropriate for such purposes. Such
information and opinions are in all events not current after the date of this document.

Further, past performance of the Company is not necessarily indicative of its future results. Any opinions
expressed in this document or the contents of this document are subject to change without notice. This
document should not be construed as legal, tax, investment or other advice. Neither the Company or its
directors, nor any placement agent or their respective advisers or representatives shall have any
responsibility or liability whatsoever (for negligence or otherwise) for any loss howsoever arising from this
document or its contents or otherwise arising in connection therewith. The information set out herein
may be subject to updating, completion, revision, verification and amendment and such information may
change materially. Neither the Company, its directors, any placement agent, nor any of their respective
advisers or representatives is under any obligation to update or keep current the information contained
herein. This document does not constitute or form part of and should not be construed as, directly or
indirectly, any advertisement, offer or invitation or inducement to sell or issue, or any solicitation of any
offer to purchase or subscribe for, any securities of the Company by any person whether by way of private
placement or to the public, in any jurisdiction, nor shall it or any part of it or the fact of its distribution form
the basis of, or be relied on in connection with, any investment decision or any contract or commitment
therefor. Investing in securities involves certain risks and potential investors should note that the value of
the securities may go down or up. Accordingly, potential investors should obtain and must conduct their
own investigation and analysis of the relevant information carefully before investing.
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