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Initiation | Encouraging early signs

Koovs has updated on trade over the second half of the financial year. This
period included roughly a quarter where its operations were running with
renewed marketing support following its re-financing. We think these
results are encouraging.

The company is also announcing the next stage of Future Lifestyle Fashions
Limited’s (FLFL) investment of £10.5m in two tranches at a blended price of
15p per share in a mixture of ordinary and convertible preference shares
which has been subject to Indian regulatory clearance (the prefs are also
subject to shareholder approval). Clearly this is positive for the investment
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The trading update contains some encouraging numbers even if against a Market Cap (GBI;m inc FLFL1 35

period affected by low funding. We would pick out the customer visits re- tranche)

achieving company record levels, +67% Gross Order Value (GOV) 4Q and the 52 Week High/Low (GBP p) 24.9/6.3

improvement in the full year trading margin (gross profit) indicating a 2H Shares in issue(m incl FLFL 1st 402

margin of low-mid 20%s suggesting a more stable industry pricing tranche)

environment. Free Float m(%) 43

The Indian e-commerce market has been severely disrupted following the Net Debt (3/19E GBP inc bonds) 3

2017 government moves to take large denomination currency out of
circulation (“demonetisation”) and introduce the centralised Goods and
Services Tax (GST), both of which contributed to severe discounting. Some
stability seems to be re-emerging.

More recently moves to limit discounting through e-com platforms promise
a more balanced growth of online retailing where non-price attributes may
prosper. This plays very much to Koovs’ strategies.

Overall, therefore, we may be seeing some stability re-emerging against
which a re-capitalised Koovs may benefit. Forecasts are somewhat tentative
against this backdrop. But we currently anticipate EBITDA moving towards
break-even in 2021/22.

Our initial TP of 20p values the shares at 150% of forecast 3/22 sales which
is consistent with the comparator group having adjusted for Koovs’ relative
immaturity.
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Year to March (Em) 2019E 2020E 2021E 2022E

Revenue 8.5 14.3 30.5 82.5 .
www.whitman-howard.com

EBITDA -13.2 -16.8 -19.1 -7.2

FCF -14.9 -14.4 -18.0 -11.8

EV/Sales (%) 395 307 203 89

EV/EBITDA -2.5 -2.6 -3.2 -10.3

*Whitman Howard acts as Broker to Koovs
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Up and Running Again
Re-financing — the story so far

Koovs has been in the process of a re-financing since the beginning of 2018/19. This  Re-finance summary
may be summarised as follows:

Figure 1: 2018/19 and subsequent Re-financings

Shares Convertible

Issued Shares
FLFL Shares July 2018 57.9 5.8
HT tranche 1 42.0 4.2
Placing Shares 67.5 10.1
Subscription Shares 12.5 1.9
FLFL Shares May 2019 45.8 24.0 10.5
Total 225.7 24.0 28.3 4.2
HT tranches 2-4 126.0 -5.4 12.6
ISource: Company

The re-financing has been a mixture of straight equity raises, strategic investment £45.1m since beginning of
by Future Lifestyle Fashion Limited — part of one of India’s leading retail groups — 2018/19 inc VIK

and a substantial Value in Kind (VIK) deal with the HT Media (Hindustan

Times/Times of India) Group. The value of funds and VIK to date including the full

amount of the FLFL investment announced today (assuming completion of the

convertible preference share issue) will be £32.5m (Cash from shares £28.3m and

VIK £4.2m). A further £12.6m of VIK may be drawn down in future. In 2017/18 Koovs

raised £8.9m via a convertible bond.

The current funding round from FLFL is split between £3.7m ordinary shares at 8p  FLFL second tranche in more
per share (45.8m shares) and £6.8m of preference shares (24m prefs) which will be detail

compulsorily convertible after one year one to one into ordinary shares. The prefs

are subject to shareholder consent. We have assumed in our calculations that these

shares are issued and convert in line with this schedule. The blended price of the

two elements together is 15p per ordinary share after conversion.

The HT Media deal provides Koovs with in total £24m of advertising spend. Each HT Media deal
tranche of £6m is paid for by the issue of 4.2m shares (initially at 10p per share and

subsequently at lower of 3-month average price or the price of the most recent

equity fundraise by Koovs) and a cash payment of £1.8m. The cash payment to HT

Media is not made until the marketing is used. There are currently three “undrawn”

tranches of this financing and the media related to the first tranche has not been

used yet. Our figures above net the cash payments required to draw down the ad

spend in the stated VIK amount.

i This document is a marketing communication and is not independent research prepared in accordance with legal requirements designed to promote the independence of investment i
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Clearly this process has allowed Koovs to emerge on a firm footing after a period
when its immature but growing business model was materially disrupted by
external factors.

Brief synopsis of Market Factors

There have been a number of significant events in the Indian consumer and e-
commerce markets in recent years. These form the backdrop to Koovs’ operations
and need to be understood.

General background conditions have been favourable to the development of e-
commerce. A very large population has seen strong growth in smartphone and
social media usage. India has more Facebook users than the USA for context.

This growth has been supported by the Digital India programme of the central
government, which has among other innovations introduced biometric passports
for nearly one billion Indians and required all government benefit recipients to open
bank accounts.

There has been significant investment in digital infrastructure largely led by the
growth of the main e-com platforms — previously Indian-owned Flipkart, Amazon
and to a lesser degree Alibaba associated PAYTM. In 2018 Flipkart was bought by
WalMart for $16bn.

Alongside the platforms there has also been substantial investment in payment
systems and logistics. This said payment is still predominantly with cash on delivery,
which is a limiting factor on overall market growth.

Logistics investment is significant with much coming from external investors.
Cheapness of labour and poor transport infrastructure have limited the efficiency
of picking systems (not much automation) and delivery time development.

The structure of the population between major metropolitan centres — so-called
Metros —and more rural areas has some bearing on how the market is developing.
Most growth to date has been in the larger cities. The seven largest Metros —
National Capital Region (Delhi), Mumbai, Kolkata, Bangalore, Pune, Hyderabad and
Chennai - collectively account for around 120m of India’s 1.3bn population within
their metropolitan areas (NCR 46m).

Koovs has a fashion assortment based on Westernised fashions. The Indian clothing
market splits broadly between Western and traditional clothing with the urban
areas more important for the former.

India’s retail provision is dominated by small independent retailers. Successive
governments have tried to protect these retailers by preventing foreign ownership
of many retail distribution channels. The Foreign Direct Investment (FDI) rules have
been modified regularly in recent years but essentially attempt to prevent large
multi-product foreign retailers from operating in India.

The rules are quite complex but essentially 100% direct ownership is allowed for
single brand retailers (subject to conditions) and Wholesale/Cash & Carry. FDI is not
allowed for Multi-brand retailers.

FDI in e-commerce has been governed by different rules which have recently been
tightened up. A distinction has been made between platform ownership where
100% overseas ownership has been allowed and selling one’s own inventory where
FDI rules have been applied to companies selling online.

Market backdrop

Favourable background

conditions

Plus Digital India

Infrastructure investment led
by platforms

Supporting services have

followed

Base in-efficient

Growth in cities

Western v traditional clothing
styles

FDI

Put simply

Online FDI
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In practice this led to the main platforms selling both on behalf of others but also Heavy discounting via
themselves through effectively controlled subsidiaries set up with Indian partners. controlled companies
These “subsidiaries” have been used to discount heavily with the extent of

discounting often masked by marketing support provided by the platform owner.

These rules have been changed since the Flipkart acquisition by WalMart in 2018. New rules
The controlled subsidiaries are now only allowed to account for 25% of sales

through any platform and their purchase and support practices are subject to

scrutiny to avoid in-price manipulation.

These new regulations have only recently been implemented and their effect on Likely effects positive and
the rate of online development has yet to be seen. In theory lower levels of negative

discounting should slow the growth of the overall market. But clearly they should

also improve profitability overall.

Koovs operates as a wholesaler for the purposes of FDI. It sells product to the Indian  Koovs’ FDI status
retail operating company on a wholesale basis and the Indian company, operated
by a local company — Marble — operates the retail side of the business.

While it is now becoming slightly historic we draw attention to government actions De-monetisation and GST
which have adversely affected Koovs since 2016. These were the government’s

surprise announcement of withdrawal of large denomination INR 500 and above

banknotes in November 2016 and the introduction of the national Goods and

Services Tax in July 2017.

Both of these measures had the effect of reducing economic activity and requiring Both generated heavy
clearance of significant amounts of inventory in supply chains geared up for rapid clearance requirements
growth.

While both the de-monetisation and the GST introduction were severely negative But both positive for longer
in their immediate effects we regard both as positive for the longer term term
development of e-commerce.

De-monetisation was designed to force more people into the banking system (by De-monetisation forced people
exchanging their large denomination notes for bank deposits) and thereby the into banking/tax system
overall tax “net”. India suffers from a very low tax take as a predominantly cash

economy which in turn affects the level of government expenditure on

infrastructure. Infrastructure spend and more people in the banking system are

ultimately good for e-com.

Similarly, GST while aimed at bringing more businesses into the tax net and reducing  GST harmonises fiscal system
“leakage” from a more fragmented mainly state-based structure has also had the

effect of providing consistency within India which should allow some of the friction

costs caused by different state tax regimes in areas like logistics to reduce thereby

improving delivery/logistics performance.

India is effectively under-capitalised in terms of retail support structures because of Under-capitalisation being
the overall historic structure of retail provision. The growth of the major platforms, addressed by digitisation
the spread of smartphone ownership and social media participation, and the efforts

of central government in terms of Digital India and encouraging people into the

financial system are stimulating growth of both infrastructure and transactions over

the longer term.

Current Indian elections highlight that there is a constant balance here between Market likely to continue to see
modernisation and the interests of the traditional economy. Generally we feel that interventions

the incumbent government “gets it” so far as the potential benefits of digitisation

are concerned. But it will not in our view be a fully market-driven e-commerce
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market and will be subject to some interventions. We regard this as supportive to
the Koovs model, which is based in our view on non-price attributes.

We would also note the recent announcement by Hennes & Mauritz that it intends H&M'’s stamp of approval
to sell its product online in India via the Myntra and Jabong online platforms. These

are Flipkart subsidiaries. While this is a logical move as H&M has 41 physical stores

in India the fact that it is going via a platform as well as its existing URL and App

speaks to the attraction of scalability and ability to sell at full-price. We would doubt

that H&M would want to go this route unless it felt that the overall Indian online

clothing market was showing more positive characteristics.

Koovs Snapshot

We will be writing a fuller more descriptive note to follow the 2018/19 Prelims. New business, experienced
Koovs has been in existence as an online fashion retailer since late 2012. Its Chair management

Waheed Alli is a former Chair of ASOS (Koovs’ CEO Mary Turner is another former

ASQOS senior executive).

As mentioned, it specialises in Western style fashion apparel and footwear for Young fashion
young fashion-conscious customers. The website sells a mixture of third-party

brands and own-label product (under a Designed-in-London strapline). It currently

shows about 8000 Stock Keeping Units (SKUs) with a medium-term aspiration to

have a much wider range of around 35,000 SKUs. In e-commerce range tend to drive

visit conversion into orders.

Koovs presents itself as a “curator” of fashion product in that it sells product in an  Curator
aspirational way rather than as a commodity. To do this it has created an image of
its positioning and the lifestyle that its products help its customers to achieve.

This is done both by the attractiveness of the product and by how it is presented in  Contemporary image support
collections. It is also supported by extensive use of social media and influencers
(generally up-and-coming Bollywood actors).

This approach has had traction and Koovs regularly achieves well-above competitor
recognition rates which have recovered over recent times.

As with other e-com operators Koovs spends significant amounts in online Three main ways of acquiring
marketing to attract customers and build the brand. This splits into three main areas customers

— click-through rates from search engines/affiliate marketing (mainly Google), paid

advertising on social media (mainly Facebook) and traditional (some digital)

advertising with Times of India/Hindustan Times.

The Indian e-commerce market is immature and therefore suffers from a relatively  But high customer acquisition
high cost of customer acquisition. Order conversion rates are relatively low at cost market wide

around 1-2% of visits and Average Order Value is also low reflecting consumption

per head levels.

Part of the investment debate here is about how Koovs is able to improve its Longer term debate but short
operational efficiency towards levels seen in clothing e-com operators in more term metrics recovering
mature economies with more advanced e-com provision. We will explore this in

more detail in subsequent notes. But at this early stage in its post re-capitalisation

phase we are encouraged that conversion ratios appear to be approaching those

witnessed before marketing had to be reined back.
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Future Retail Relationship

On 4™ July 2018 Koovs entered an agreement with Future Lifestyle Fashions Limited
(FLFL) part of the Future Retail (FR) Group led by Kishore Biyani. Under the initial
agreement and today’s Further Funding Agreement FLFL will become a 29.9%
holder of Koovs shares in the event of conversion of its preference shares (its stake
will be 25.8% of the enlarged capital after the first tranche). On 13t December 2018
Avni Kishore Kumar Biyani joined the Board of Koovs.

The deal is far more significant than a straight investment. FLFL is a leading physical
retailer of fashion in India operating over 400 stores and 30 brands, while FR has in
total over 2000 retail units, 22m sq ft of space and 500m annual customer visits.

To date we understand that there have been multiple work groups between the
two groups in areas of common interest. The most tangible output has been a
Technical Services Contract between Koovs Marketing Consulting and FLFL to
develop, host and maintain an online platform for the FLFL retail concept Brand
Factory. This work has already been completed (and the results included in the
2018/19 results). Koovs and FR appear positive that this will be an important part
of their relationship.

Koovs has also set out today some areas where the relationship with FLFL is already
bearing fruit — namely agreement to open Koovs’ concessions in 7 FLFL retail units,
agreement for the use of Koovs’ studio expertise (product imagery) and inclusion
of a curated collection of FLFL products on Koovs’ platform.

We believe that the relationship will be highly significant for Koovs. FLFL brings
access to a broad range of branded product to allow Koovs to develop its own range,
notably at the more aspirational end where international brands have significance
in the immature Indian urban market in particular.

FLFL clearly believes that Koovs has much to offer in its own development of online
in our opinion. We expect more information here at the Prelims.

The Trading Update

Koovs has presented selected financial data covering the year to 315 March 2019.
This included the final period of the year when the company had moved back to a
more normal pattern of trading after resuming its marketing activity.

It has also announced that FLFL has subscribed for a second tranche of shares raising
£10.5m at 15p per share [taking its stake up to 29.9%. This is positive for the shares
in our view.

The trading data covers only a relatively short period when the business was up and
running properly (ie supported by marketing) again. This said we feel that some of
the stats are encouraging and we believe that trade in the final quarter was good
relative to anything done in the company’s history.

Koovs has presented Gross Order Value (GOV) stats, trading margin and some
operational stats. GOV is what it says but it includes tax and has to be reduced for
double counting of product returned and re-ordered. For reference in 2017/18
actual retail sales ex tax represented 66% of GOV.

Across the year GOV declined by 14%, representing -37% in 1H and + 13% 2H. These
movements are difficult to interpret because of the slowdown seen in the previous

Link up announced July 2018

Future a very important player
in India

Some output already from
collaboration

Early progress

Significance to Koovs

Last part of financial year back
to more normal trading

FLFL has subscribed for its
second tranche of shares

Short period of more normal
trade but closed out in decent
shape

GOV

Recovery in 2H and 4Q
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year and the fact that 2018/19 2H will have had a much strong exit than entry rate
as the company was moving back towards more normal operations. In 4Q GOV
increased by 67%.

The increase in Trading Margin to 18% of sales from 14% appears pretty significant Trading Margin improvement
subject to the provisos over time period covered. It would indicate that the 2H level significant

was in the low-mid 20%s consistent with comments at the half year results. The

significance is that it probably indicates that levels of discounting market-wide have

abated allowing better economics to emerge.

Obviously a gross margin in the 20s is nowhere near enough to be profitable/cash  Only the start
generative. But pricing stability — which should increase as the restrictions on

platforms’ own-product discounting become more embedded — and the Koovs

strategies to drive full-price sales should allow this to increase.

The other stat we liked was the total visit numbers which increased by 16% to 76m.  Visitor numbers back to highest
This is only slightly below the previous best year 2016/17. Again we would like to level already

analyse this in the context of the pattern through the year and consider it in relation

to conversion rates (to orders) which we would have expected to drop away a lot

in the early part of the year and re-build in the post capitalisation phase.

Overall, therefore, there is clearly some significant encouragement here in terms of  Limited relevance but re-
the market and Koovs own performance, albeit covering a short period. Numbers assuring

for the full year are, however, in our view going to be of limited relevance given the

limited period of “normal” trading.
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Forecasts

We present our forecasts on a hybrid basis incorporating the result to include
Indian Retail plus the UK Wholesale. Koovs’ statutory accounts are presented on a
wholesale basis.

We would stress that as with other online apparel companies forecasting is
subject to above-average uncertainty especially in the early development stage.
That said we have just witnessed the Boohoo full year results wherein two of the
three brands (Pretty Little Thing and Nasty Gal) grew annual sales by 100% or
more. Given that Boohoo claimed to have driven two thirds of the total market
growth in the UK relevant age group markets over the last two years Koovs should
be able to grow substantially given the size of its market and that it does not have
to grow at the expense of other operators.

As we have discussed previously India is a very different market to the Western
clothing and e-com apparel markets. Koovs in particular is running with a very
narrow range (currently c 8000 SKUs). The forecasts turn to a degree on the
assumption that widening this range considerably (to around 22,000 SKUs in
2021/22 and out to around 35,000 thereafter) will improve operating metrics such
as order conversion and Average Order Value. This in turn will improve the
economics of customers and thereby reduce the average cost of acquiring them.

As we speak Koovs is on the early stages of this journey. But signs since it started
trading after the re-capitalisation are encouraging in our view.

Our forecast for 2018/19 includes estimated income from FR under Koovs’
technical services contract in the trading profit/margin. This explains the
difference between our forecast and the 18% trading margin disclosed in the
Trading Update which relates to the continuing online business. Revenue is
included in sales but not in GOV.

We will present a fuller review of our forecasts with the Prelims. They show a
significant up-scaling of sales over the forecast period with EBITDA remaining in
loss over the three-year period as the company continues to drive growth through
marketing.

We expect to see EBITDA losses reduce in the outer year as operating ratios
improve as described. But at this point for reference we still have marketing
representing 17% of sales against Boohoo'’s recent 9.4%.

We also assume that Koovs moves to a more sustainable gross (or “trading”)
margin over the forecast period. This is not an exceptionally demanding level in
our view. But it does represent a big improvement for Koovs. We would note that
Koovs has improved its gross margin by around 2400 bps over the last three years
and we believe it has a credible brand and buying strategy which will be
reinforced by its increased scale and relationship with FLFL.

Forecasts presented on a more
meaningful basis

Early stage forecasting

Key assumption

Encouraging early signs

Services sales and profit

Shape of forecast out-turn

Reducing losses in outer year
despite high marketing

Gross margin improvement
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Figure 2: Profit & Loss Account 2017/18 — 2021/22

Year to March

GBP m

Visits 65.9 76.2 102.9 164.6 263.3
% chg yoy -16.0% 15.6% 35.0% 60.0% 60.0%
GOV GBP 14.7 12.8 22.0 47.0 127.2
% chg yoy -21.0%  -13.0% 71.8% 113.7% 170.6%
Sales 9.7 8.5 14.3 30.5 82.5
% chg yoy -23.0%  -12.4% 67.9% 113.7% 170.6%
Trading Profit 1.3 1.9 3.3 10.1 37.1
Trading Margin % of sales 14.0% 23.0% 23.0% 33.0% 45.0%
Distribution 2.2 1.8 3.1 5.5 9.1
% of sales 23.0% 22.0% 22.0% 18.0% 11.0%
Labour 4.4 3.5 4.7 6.2 10.4
% of sales 45.9% 42.6% 32.8% 20.3% 12.6%
Other cash opex exc mkting 3.6 3.9 4.7 6.4 11.1
% of sales 38.0% 47.3% 32.9% 20.8% 13.4%
EBITDA pre marketing -8.9 -7.4 -9.2 -8.0 6.6
% of sales -93.0% -88.9% -64.8% -26.1% 7.9%
Marketing 5.6 6.2 8.1 11.7 13.9
% of sales 58.7% 75.0% 56.8% 38.3% 16.8%
Cost per visit (p) 8.5 8.2 7.9 7.1 5.3
EBITDA -14.5 -13.6 -17.4 -19.6 -7.3
% of sales -151.6% -163.8% -121.6%  -64.4% -8.9%

ISource: Company, WH Research

The Cash Flow follows the pattern of EBITDA closely as one might expect with Cash flow follows EBITDA
relatively little fixed capital deployment but expansion of working capital with trends

scale. Our “Other” line in operating cashflow relates principally to pre-paid

marketing under the HT Media deal.

We note that this forecast and the P&L are very sensitive to assumptions made Not much recent market
over an extended period where the recent behavioural evidence in the relevant behavioural evidence
markets has been disrupted by market conditions.

Our overall premise though is that by the year to March 2022 Koovs will be Looking good at outer end of
starting to see the benefits of scale and its financials will not be bearing such a forecast period

heavy weight of revenue “investment”. Most recent trends are positive albeit over

a short period.
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i research and is not subject to a prohibition on dealing ahead of the dissemination of investment research. Please see disclaimer for further information. Please see penultimate page for i
| additional important disclosures. Whitman Howard Limited (“WHL”) is a foreign broker-dealer unregistered in the USA. WHL research is prepared by research analysts who are not |
i registered in the USA. WHL research is distributed in the USA pursuant to Rule 15a-6 of the Securities Exchange Act of 1934 solely by Rosenblatt Securities Inc, an SEC registered and i
FINRA-member broker-dealer. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES ARE LOCATED ON THE LAST TWO PAGES OF THIS REPORT9 !
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Figure 3: Cash Flow 2017/18 — 2021/22

Year to March 2020E 2021E

GBP m

EBITDA -14.5 -13.2 -16.8 -19.1 -7.2
Working Capital -0.3 -1.6 -0.2 -2.4 -3.4
Other 0.8 1.6 2.8 3.9 0.0
Operating Cash Flow -13.9 -13.2 -14.2 -17.5 -10.6
Tax 0.0 0.0 0.0 0.0 0.0
Interest 0.2 -1.6 0.0 0.0 0.0
Capex -0.2 -0.1 -0.2 -0.5 -1.2
Free Cash Flow -13.9 -14.9 -14.4 -18.0 -11.8
Share Issues (Net) 0.0 17.3 10.2 0.0 0.0
Other 0.3 0.0 0.0 0.0 0.0
Cash Flow -13.6 2.4 -4.2 -18.0 -11.8
Net Cash (inc deposits) 2.7 6.7 2.7 -15.3 -27.1
Bonds/loans -7.7 9.4 -9.6 -9.6 9.6
Net debt -5.1 -2.7 -6.9 -24.9 -36.7

ISource: Company, WH Research

i This document is a marketing communication and is not independent research prepared in accordance with legal requirements designed to promote the independence of investment i
i research and is not subject to a prohibition on dealing ahead of the dissemination of investment research. Please see disclaimer for further information. Please see penultimate page for i
| additional important disclosures. Whitman Howard Limited (“WHL”) is a foreign broker-dealer unregistered in the USA. WHL research is prepared by research analysts who are not |
i registered in the USA. WHL research is distributed in the USA pursuant to Rule 15a-6 of the Securities Exchange Act of 1934 solely by Rosenblatt Securities Inc, an SEC registered and i
FINRA-member broker-dealer. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES ARE LOCATED ON THE LAST TWO PAGES OF THIS REPORT10 !
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Valuation

Online companies tend to share certain characteristics that makes valuation Online valuation difficult
difficult in our opinion. Generally these relate to the cashflow and profit out-turn
from business models that are set up to grow rapidly.

Principally these relate to injecting capital in the form of marketing, customer Disproportionate investment to
acquisition cost and working capital at a disproportionate rate relative to the scale  grow

of the underlying business. This is necessary to achieve scale benefits in areas like

buying through the rapid acquisition of a customer and sales base.

Investors are aware of this general shape in disruptor/online models and some Investors aware
consistency in appraising valuation has developed.

Overall investors are looking at scalability and whether the modal as grown-out What investors look for
will have favourable profit/cashflow characteristics. As we see below the market

makes identifiable distinctions on the basis of profitability in the more developed

e-com models. But they are also constantly aware of top-line growth falling within

acceptable ranges.

In early-stage businesses investors are also making a more fundamental Will it run?
judgement —is the business going to make it to a fully operational scaled-up
stage?

If we look at Koovs in the context of these debates we would make the following Koovs specific debates
points:

e The prize in India is very large indeed (we will amplify on this area in our
next note)

e The Indian e-com market and Koovs itself are re-setting themselves after
the disruptive effects of de-monetisation and the introduction of GST. As
yet we are in the early stages of recovery.

e The Indian e-com markets are going to be affected by the new online FDI
rules re discounting. These should improve profitability but probably at a
lower rate of growth than previously market-wide.

e Koovs is well capitalised and has shown good signs of returning to a high
growth performance with improved profitability already albeit very early
stage.

e The FLFL and FR relationships are showing encouraging signs, not the
least being the initial success of the Technical Services Contract and
consequent building of online systems for FLFL retail concept Brand
Warehouse.

On the flip side the Indian e-com and clothing online markets are both very Indian market immaturity
immature and not yet performing to the same level operationally as in more another factor to take into
developed economies where the comparator companies are based. In India’s case  account

this means high levels of cash transactions, and low conversion and basket size

levels, both of which inhibit efficient operation by effectively raising the average

cost of customer acquisition.

i This document is a marketing communication and is not independent research prepared in accordance with legal requirements designed to promote the independence of investment i
i research and is not subject to a prohibition on dealing ahead of the dissemination of investment research. Please see disclaimer for further information. Please see penultimate page for i
| additional important disclosures. Whitman Howard Limited (“WHL”) is a foreign broker-dealer unregistered in the USA. WHL research is prepared by research analysts who are not |
i registered in the USA. WHL research is distributed in the USA pursuant to Rule 15a-6 of the Securities Exchange Act of 1934 solely by Rosenblatt Securities Inc, an SEC registered and :
FINRA-member broker-dealer. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES ARE LOCATED ON THE LAST TWO PAGES OF THIS REPORT11
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This is generic to investing in developing economies and also reflects to some Function of mobile-borne
extent the mobile based way that the Indian e-com market is developing in our development of market to a
view. In all markets we have observed mobile e-com exhibits relative inefficiency degree
in terms of conversion. But the handsets clearly allow the market to grow more
rapidly.
We show below comparator metrics for the e-com retailers that investors are Comparators

most likely to be used to - the large UK and European quoted companies ASQOS,
Boohoo and Zalando. We have also included Amazon for illustrative purposes.
Again, we will present a more extensive analysis when we write after the Prelims.
For now what is reasonable?

The point we have already made in general terms is that these quoted companies  Hybrids
are more mature than Koovs. So they are valued on a hybrid basis in our view. This

means that in addition to growth characteristics there is some element of

valuation in our view that makes a judgement on relative levels of profitability.

On the assumption that Koovs achieves these forecasts, were we to put ourselves ~ What would it look like in
in the position of valuing the stock in 2021/22 we believe that it would at that 2021/22?

point still attract a significant premium valuation because it actually would still not

be that large, would be in site of profitability and still growing rapidly.

So this would argue for a substantial premium valuation to the 2021/22 forecasts.  More balanced view required
Against this Koouvs is still a small operation by sales scale and still has to achieve
these forecasts. This clearly suggests a more balanced view on valuation.

We feel that a compromise valuation would ascribe a moderate premium Boohoo comparison
valuation to the sales base because of its growth. While Koovs has different

characteristics to boohoo our general feeling is that the model is not dis-similar

albeit Koovs may develop positioning more akin to ASOS as its range expands.

Hence we have settled on a 150% valuation of outer year sales here resultinginan TP 20p.
EV of around £125m and a target price of 20p per share.

i This document is a marketing communication and is not independent research prepared in accordance with legal requirements designed to promote the independence of investment i
i research and is not subject to a prohibition on dealing ahead of the dissemination of investment research. Please see disclaimer for further information. Please see penultimate page for i
| additional important disclosures. Whitman Howard Limited (“WHL”) is a foreign broker-dealer unregistered in the USA. WHL research is prepared by research analysts who are not |
i registered in the USA. WHL research is distributed in the USA pursuant to Rule 15a-6 of the Securities Exchange Act of 1934 solely by Rosenblatt Securities Inc, an SEC registered and :
FINRA-member broker-dealer. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES ARE LOCATED ON THE LAST TWO PAGES OF THIS REPORT12
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Figure 4: Valuation Comparators
Sales valuation v growth v EBITDA %, cal 2021
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Source: Market cons data priced 30 Apr 2019 intraday, WH Research

Disclaimer

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Whitman Howard Limited (“WHL"), a company authorized to engage in securities activities in the United Kingdom. WHL is
not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence
of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided
by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information
provided in this research report should do so only through Rosenblatt Securities Inc, 20 Broad Street 26th Floor, New York NY 10005, a registered broker dealer in
the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial
instruments through WHL. Rosenblatt Securities Inc. accepts responsibility for the contents of this research report, subject to the terms set out below, to the
extent that it is delivered to a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority
(“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to applicable restrictions under FINRA Rules on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act, 1% or more of any of
the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, directors or employees may have interests,
or long or short positions, and may at any time make purchases or sales as a principal or agent of the securities referred to herein. Rosenblatt Securities Inc. is not
aware of any material conflict of interest as of the date of this publication

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 12 months, nor
received compensation for investment banking services from the subject company in the past 12 months, neither does it or any affiliate expect to receive, or
intends to seek compensation for investment banking services from the subject company in the next 3 months.
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Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not guaranteed
to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report. Neither WHL nor any of its
directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research
report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

WHL may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of WHL.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of
non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S.
securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than
U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related financial
instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by WHL with respect to future
performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly,
may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of
changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and
valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent of WHL and WHL
accepts no liability whatsoever for the actions of third parties in this respect.
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NON-US DISCLAIMER

I, Tony Shiret, hereby certify that the views about the companies and their securities discussed in this report are accurately expressed and | have not received and
will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report.

Whitman Howard publishes investment recommendations, which reflect the analyst’s assessment of a stock’s potential absolute total return and, where
appropriate, its expected return performance relative to specified peer groups. When relative recommendations are applied, this will be noted in the body of the
report. Our research offers 3 absolute recommendations: BUY stocks are expected to have an absolute total return of at least 20%. HOLD stocks are expected to
have an absolute total return of between 0-20%. SELL stocks are those which expect to produce a negative total return in excess of 20%. For the purposes of its
investment recommendations, Whitman Howard defines total return as the sum of capital appreciation and dividends paid to shareholders on an annual basis.
Relative recommendations are OUTPERFORM and UNDERPERFORM. These are not bound by absolute total return parameters but will reflect the individual
analyst’s assessment of the stock and the identified peer group. The time horizon for which the recommendation is deemed valid is 12 months unless otherwise
specified in the particular research.

Information relating to any company or security is for information purposes only and should not be interpreted as a solicitation to buy or sell any security or to
make any investment. The Information in this communication has been compiled from sources believed to be reliable but it has not been independently verified.
No representation is made as to its accuracy or completeness, no reliance should be placed on it and no liability is accepted for any loss arising from reliance on
it. All expressions of opinion are subject to change without notice. Opinion may be personal to the author and may not reflect the opinions of Whitman Howard
Ltd.

WHL’s Research publications are not for Retail Clients as defined by the Financial Conduct Authority (“FCA”). The information contained in research publications
are obtained from various sources believed to be reliable, but have not been independently verified by WHL. WHL does not warrant the completeness or accuracy
of such information and does not accept any liability with respect to the accuracy or completeness of such information, except to the extent required by applicable
law. Research publications are for information purposes only and shall not be construed as an offer or solicitation for the subscription or purchase or sale of any
securities, or as an invitation, inducement or intermediation for the sale, subscription or purchase of any securities, or for engaging in any other transaction.
Research publications are not for private individuals. Any opinions, projections, forecasts or estimates in research reports are those of the author only, who has
acted with a high degree of expertise. They reflect only the current views of the author at the date of the report and are subject to change without notice. WHL
has no obligation to update, modify or amend any publication or to otherwise notify a reader or recipient of a publication in the event that any matter, opinion,
projection, forecast or estimate contained herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn. The analysis,
opinions, projections, forecasts and estimates expressed in research reports were in no way affected or influenced by the issuer. The authors of research
publications benefit financially from the overall success of WHL. The investments referred to in research publications may not be suitable for all recipients.
Recipients are urged to base their investment decisions upon their own appropriate investigations that they deem necessary. Any loss or other consequence
arising from the use of the material contained in a research publication shall be the sole and exclusive responsibility of the investor and WHL accepts no liability
for any such loss or consequence. In the event of any doubt about any investment, recipients should contact their own investment, legal and/or tax advisers to
seek advice regarding the appropriateness of investing. Some of the investments mentioned in research publications may not be readily liquid investments.
Consequently it may be difficult to sell or realize such investments. The past is not necessarily a guide to future performance of an investment. The value of
investments and the income derived from them may fall as well as rise and investors may not get back the amount invested. Some investments discussed in
research publications may have a high level of volatility. High volatility investments may experience sudden and large falls in their value which may cause losses.
International investing includes risks related to political and economic uncertainties of foreign countries, as well as currency risk. To the extent permitted by
applicable law, no liability whatsoever is accepted for any direct or consequential loss, damages, costs or prejudices whatsoever arising from the use of research
publications or their contents.

WHL has written procedures designed to identify and manage potential conflicts of interest that arise in connection with its research business. Chinese Wall
procedures are in place between the research analysts and staff involved in securities trading for the account of WHL or clients to ensure that price sensitive
information is handled according to applicable laws and regulations.

United Kingdom: Research publications are for persons who are Eligible Counterparties or Professional Clients only and is exempt from the general restriction in
section 21 of the Financial Services and Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds
that it is being distributed in the United Kingdom only to persons of a kind described in Articles 19(5) (Investment professionals) and 49(2) (High net worth
companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to
be distributed or passed on, directly or indirectly, to any other class of persons. Any investments to which the research publications relate are available only to
such persons, and other classes of person should not rely on the research publications. For the purpose of UK regulation, WHL produces both independent and
non-independent research which is a marketing communication under the FCA Conduct of Business rules and has not been prepared in accordance with the legal
requirements to promote independence of investment research nor is it subject to the prohibition on dealing ahead of the dissemination of investment research.
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by the Financial Conduct Authority No. 514466. Registered in England & Wales No. 06944529.
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