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BLUNT VERDICT FIRST

75/ 100 : Positive

Honasa is the rare Indian D2C story that survived its own crisis and came out stronger. Four straight quarters
of 20%+ growth, EBITDA margins back to 14%, two Rs 1,000 crore brands built in a decade (something no
other Indian FMCG company has done), zero debt, Rs 1,100 crore of cash and investments, and a valuation
that is the cheapest among growth-priced consumer peers at 5.5x sales. The FY25 Project Neev episode, a
Rs 63 crore inventory correction that produced a quarterly loss and a 20% single-day crash, reads in
hindsight as the painful rebuild of a distribution system that now delivers: general trade and modern trade
each grew 40%+ in Q1 FY27 across roughly 3 lakh outlets.

The risks are real and should be priced, not wished away. Mamaearth is still about 58% of revenue. Ad spend
at roughly 32% of revenue is 3x a legacy FMCG player, so profitability remains hostage to marketing
efficiency. HUL just bought Minimalist, Honasa's most direct rival in actives, and will now aim 9 million outlets
of distribution at The Derma Co. But at Rs 428, 16% below the 52-week high, with the street having flipped
from Sell to Buy in nine months, the risk-reward favors the business that proved it can take a punch.

Rs 427.90 Rs 13,951 Rs 2,392 Rs 200 cr
cr cr

Reference price FY26 PAT
NSE close, Oct 1 2026 (+175% YoY)
Market cap FY26 revenue
(+15.7% YoY)

Rs 310 Rs 565 Rs 890 5.5X

FY2029 bear FY2029 base FY2029 bull P/S (TTM)
cheapest growth peer

SNAPSHOT: WHAT HONASA IS

Founded 2016, Gurugram, by Varun Alagh and Ghazal Alagh
Listed NSE/BSE, Nov 7 2023; IPO price Rs 324; 7.61x subscribed
Business House of beauty and personal-care brands; flagship Mamaearth
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Mamaearth, The Derma Co, Aqualogica, Dr. Sheth's, BBlunt, Staze, Reginald Men,

Brand stabl i inori
rand stanlie Lumineve, FIKN, Fang (minority)

Scale FY26 revenue Rs 2,392 cr; Q1 FY27 Rs 756 cr (+27%); ~3 lakh retail outlets
Economics Gross margin ~70% (5 yrs stable); ad spend ~32% of revenue and falling
Balance sheet Zero debt; ~Rs 1,100 cr cash and investments; negative working capital
Ownership Promoters 35.54% (Mar 2026); ~1.5% of equity pledged

FOUNDING STORY: THE TOXIN-FREE INSIGHT

Varun Alagh spent nine years as a brand manager at Hindustan Unilever, Diageo (Smirnoff), and Coca-Cola
(launching Coke Zero in India) before quitting what Forbes India called a comfortable corporate career.
Ghazal Alagh, an artist by training, had founded Dietexpert in 2012. After the birth of their son, the couple
could not find toxin-free baby-care products in India; trusted products had to be imported from the US at high
cost, and their son reacted to many domestic options.

I It started with our personal journey of not being able to find the right kind of products for our son. We
were relying on importing a few products from outside of India, which was a pain.
Ghazal Alagh, YourStory, March 2021

Honasa Consumer was founded in 2016 and Mamaearth launched that December with six baby-care SKUs,
developed with an in-house R&D team and real-mom feedback loops, positioned as Asia's first
MadeSafe-certified personal care brand. The early playbook: Amazon-first distribution, content-led
influencer-seeded marketing, MadeSafe certification as the trust device, and extreme frugality. The funding
arc ran from a $125K Fireside seed to a $52M unicorn round at $1.2B in January 2022 (the first unicorn of
2022). The house-of-brands vision was already in the January 2020 Series B announcement: "Our vision is to
create the FMCG conglomerate of the future."

One caution: some profiles mention Sequoia Surge selection, but the company is absent from published Surge cohort lists and
no source confirms participation. This report does not assert it.

THE BRANDS

Mamaearth (built, 2016): the flagship, Rs 1,000 cr+. Spans baby care, face, hair, body, color cosmetics,
wellness. Emkay's build puts brand revenue at Rs 1,168 cr (FY23) rising to an estimated Rs 1,591 cr
(FY26E), with its share of company revenue falling from 82% to 58%. The founders call it "the fastest brand to
achieve Rs 1,000 crore in revenue" and target Rs 2,000 cr by end of the decade, ~60% from offline. Flagship
franchises: the onion hair-care range (2019 breakout), Rice Dewy Bright Face Wash (top-selling face
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cleanser), Rosemary Anti-Hair Fall Shampoo (second hair-care ingredient to cross Rs 100 cr ARR after
onion). Top 5 in face-wash market share per NielsenlQ. Q1 FY27: high-teens growth with record brand
searches.

The Derma Co (built, 2020): the second engine, Rs 1,000 cr ARR. Science-backed,
dermatologist-formulated actives (hiacinamide, salicylic acid, vitamin C, hyaluronic acid, ceramides) with an
Al-enabled skin-assessment experience. Hit Rs 100 cr run rate in ~2 years, ten months faster than
Mamaearth; Rs 500 cr ARR in April 2024; crossed Rs 1,000 cr net-sales-value ARR in Q1 FY27. Three
categories (serums, sunscreens, face cleansers) each crossed Rs 100 cr ARR. Entered the "teens EBITDA
club" in Q1 FY27. Roughly 20% share of a Rs 2,000 cr actives market per broker estimates.

Aqualogica (built, 2022): hydration, Rs 180 cr+ ARR. Hydration-first skincare for Indian skin; Rs 150 cr
ARR just 18 months after inception; FY25 net ARR over Rs 180 cr; among younger brands growing 40% in
Q1 FY27.

Dr. Sheth's (acquired majority, May 2022, Rs 28 cr valuation): Rs 150 cr+ ARR.
Dermatologist-formulated premium skincare for Indian skin, led by founder Dr. Aneesh Sheth. Exceeded the
Rs 100 cr two-year target; FY25 ARR over Rs 150 cr.

BBlunt (acquired Feb 2022, Rs 134-138 cr): Rs 100 cr. Hair-colour and styling products plus 16 salons
(founders stayed as creative directors). ~4x growth since acquisition; FY25 net sales Rs 100 cr.

Newer bets. Staze Beauty (built, 2024, color cosmetics); Reginald Men (95% acquired Dec 2025 at Rs 195
cr EV; Rs 150 cr ARR by Q1 FY27, 2x+ since acquisition); FIKN/Fluence Pharma (58% acquired June 2026
at Rs 135 cr EV; fragrance "elixirs"); Fang Oral Care (25% minority, Rs 10 cr, 2026); Lumineve (built, prestige
skincare launched Nov 2025, Nykaa-exclusive). Two failures show portfolio discipline: Ayuga (Ayurveda, built
2021) sunset June 2024 after failing to find product-market fit, and Momspresso (Rs 168 cr, 2021) exited
pre-1PO.

THE FLYWHEEL: PLAYBOOKS, NOT JUST BRANDS

"We have built playbooks that have been created to launch and scale brands. These playbooks are showing
results with every new brand that we launch" (Varun Alagh, August 2023). Five shared layers do the work:

e Consumer-insight and trend engine: data-led product innovation. The Derma Co was born from the
insight that Mamaearth's natural construct did not fit the actives proposition. The Ayuga sunset is the
engine working in reverse.

« Content and influencer marketing engine: influencer base scaled from ~2,900 (FY22) to 6,900+
(IHFY24).

 R&D and formulation: in-house team since founding, plus the Rs 4 cr Cosmogenesis asset buy (2024)
and Al-enabled innovation workflows.

e Supply chain: asset-light third-party manufacturing with procurement scale benefits; younger brands
carry higher gross margins than Mamaearth, lifting the mix.
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» Distribution: one pipe, many brands. The offline build-out is explicitly replicable; The Derma Co is

running Mamaearth's omnichannel playbook.

The build-vs-buy doctrine is build-first, buy-to-fill-gaps: acquisitions map to capability gaps (BBlunt for salon
credibility, Dr. Sheth's for dermatologist authority, Reginald Men for men's grooming and South India depth,

Fluence for fragrance).

CHANNEL MIX AND PROJECT NEEV

Honasa began online-only. Offline went from ~9% of sales (FY20) to ~35% (FY24) to ~3 lakh FMCG retall
outlets by Q1 FY27, with general trade and modern trade each growing 40%+. Mamaearth is roughly 50-50
online-offline; the 100th exclusive brand outlet opened recently.

Project Neev: the distribution reset

Announced Q1 FY25, Project Neev rebuilt general-trade distribution from a super-stockist model to direct
distributors in the top 50 cities, targeting a cut in channel inventory from 90 days to 40 days. The transition
forced a Rs 63 cr one-time revenue hit in Q2 FY25, producing a Rs 18.6 cr net loss (vs Rs 29.4 cr profit a
year earlier) and a ~20% single-day stock crash to below the IPO price, compounded by a distributor-body
dispute (Rs 300 cr claim, denied with numbers). Direct-distributor contribution rose from 38% (FY24) to 71%
(Q4 FY25). By mid-2025 execution had stabilized. Company-disclosed channel economics (June 2026):
general trade is ~3x as profitable as D2C on contribution margin; modern trade and quick commerce ~2.5x.
The mix shift underpins ~500 bps of targeted EBITDA expansion toward 15-20% by FY31.

J

FINANCIALS: HYPERGROWTH, CRISIS, RECOVERY
17 - -

FY19

FY20 110
Fy21 460
FY22 944
FY23 1,493
FY24 1,920
FY25 2,067
FY26 2,392
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Q1 FY27 27% 14.1%

The arc: hypergrowth FY19-23 (Rs 17 cr to Rs 1,493 cr), margin inflection in FY24 (EBITDA 1.5% to 7.1%),
the Project Neev reset in FY25 (margin halved to 3.3%, Q2 loss), then sharp recovery in FY26 (9.7%)
accelerating into Q1 FY27 (14.1%, the highest-ever quarterly revenue and profit). Four consecutive quarters
of double-digit growth is the quantitative basis for calling the recovery complete.

UNIT ECONOMICS

Gross margin ~70% 69.7% 70.2% 70.0%

Ad spend / revenue 35.5% 34.4% ~36-40% ~34% 31.8%
Employee cost / rev 11.0% 8.9% 10.0% ~10.6% 8.8%
EBITDA margin 1.5% 7.1% 3.3% 9.7% 14.1%

Gross margin has barely moved in five years (69.7-70.2%): Honasa is a gross-margin compounder, not an
expander. The swing factor is advertising: A&P peaked around 36-40% of revenue in FY25 and has declined
for five straight quarters to 31.8%, as offline and quick-commerce mix (structurally lower-CAC channels) rose.
Working capital is structurally near-zero to negative: inventory ~28 days, receivables ~30 days, payables
~58-64 days, for a cash conversion cycle between negative 9 and positive 2 days. Suppliers and the
marketplace model fund the business, unusual for FMCG and a genuine economic advantage. Watch item:
FY26 operating cash flow (Rs 141 cr) trailed PAT (Rs 200 cr) at 0.7x on a Rs 120 cr adverse working-capital
swing, after two years of OCF exceeding PAT.

BALANCE SHEET, CASH FLOW, CAPITAL ALLOCATION
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Fortress balance sheet

Zero interest-bearing borrowings. Roughly Rs 1,100 cr of cash and investments at FY26 end against ~Rs 35
cr of lease liabilities: ~Rs 1,065 cr net cash. Asset-light third-party manufacturing keeps capex under 1% of
revenue every year; free cash flow (Rs 224 cr in FY24, Rs 82 cr in FY25, Rs 134 cr in FY26) tracks operating
cash flow closely.

Capital allocation has been disciplined in size: ~Rs 664 cr across six acquisitions in six years (Momspresso
168, BBlunt 134-138, Dr. Sheth's 28, Reginald Men 195, Fluence 135, Cosmogenesis 4, Fang 10), small and
staged relative to the balance sheet. The open question is mandate width: the recent push into men's
grooming, nutraceuticals, and oral care goes beyond beauty and personal care, and whether the playbook
transfers is unproven. Of Rs 365 cr of fresh IPO proceeds, Rs 182 cr earmarked for brand advertising was
fully utilized by June 2026. A maiden dividend of Rs 3/share (~Rs 98 cr, ~51% of FY26 standalone PAT) was
declared in FY26; no buyback has been announced.

Promoters hold 35.54% (March 2026). Varun Alagh bought Rs 50 cr more from Fireside Ventures in
December 2025, a genuine signal as the earliest VC steadily exits. About 48 lakh of Varun's shares (~1.5% of
equity) are pledged: small, but worth monitoring. ESOP dilution runs ~0.2% per year; employee costs inflated
in FY26 on milestone-based grants.

COMPETITION: WINNING ONLINE, CONTESTED EVERYWHERE ELSE

Baby care: Mamaearth is the digital-first leader among urban millennial parents, but structurally capped in
mass general trade where Himalaya, Johnson's, and now Dabur Baby and Emami's BoroPlus FromMaa
(launched September 2026) compete on price and decades of chemist/kirana distribution. Mass is 80% of the
~Rs 40,000 cr category.

Face-skincare actives (The Derma Co's turf): the most crowded arena in Indian beauty. The escalation
that matters: HUL completed its Minimalist acquisition in April 2025 (90.5% at Rs 2,955 cr EV; profitable since
inception, Rs 350 cr FY24 revenue), giving Honasa's most direct rival HUL's 9-million-outlet distribution and
R&D. Nykaa raised Dot & Key to 90% (September 2024; Rs 198 cr FY24 revenue, profitable, Rs 750 cr GMV
run rate). The Derma Co is genuinely winning online (Rs 750 cr+ run rate, three Rs 100 cr+ ARR categories,
6.9% face-cleanser value share), but both key rivals now have corporate platform muscle, and the actives
playbook is fully commoditized.

Moisturizers, hair care, sunscreen: Aqualogica owns a niche online; Nivea and Ponds own the mass shelf.
Winning in the anti-hairfall/onion niche online; losing in mass shampoo where HUL holds ~50% volume
share. Sunscreen is arguably the online momentum leader, but HUL fought back hardest here: the April 2025
Lakme "SPF Lie Detector" campaign questioned online bestsellers' SPF 50 claims with Derma Co-lookalike
packaging; Honasa sued, the Delhi High Court called the ad "clearly disparaging,” and the dispute settled
with HUL modifying the campaign. SPF efficacy claims are now a litigated battleground.
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Quick commerce is the structural channel shift: projected to capture 40% of beauty category salience by
2030 per cited management commentary, with contribution margins ~2.5x the D2C website. It favors
assortment breadth and replenishment speed, where HUL and Nykaa have structural edges.

STRENGTHS

e Two Rs 1,000 cr brands in a decade, a feat no other Indian FMCG company claims; The Derma Co did
it faster than Mamaearth, which is the flywheel working.

e Diversification is real: Mamaearth's share fell from ~82% (FY23E) to ~58% (FY26E); six brands drive
80%+ of revenue.

e Marketing efficiency improving: ad intensity down five straight quarters while revenue grew 27%;
EBITDA 3.3% to 14.1%.

» Offline recovered from genuine crisis to ~3 lakh outlets with 40%+ GT/MT growth.
e Pristine balance sheet: zero debt, ~Rs 1,065 cr net cash, negative working capital.

* Insider and street signals: founder bought Rs 50 cr of stock (Dec 2025); coverage flipped from Sell to
Buy in nine months.

WEAKNESSES AND RISKS

* Mamaearth still ~58% of revenue; Q2 FY25 showed the whole narrative breaks when the flagship stalls.
 Ad spend ~32% of revenue is ~3x legacy FMCG. Profitability stays hostage to marketing efficiency.

» HUL plus Minimalist is the sharpest threat in the core category, with 9 million outlets behind a
D2C-native brand.

» Regulatory: ASCI green-claim guidelines (Feb 2024) target "toxin-free" positioning; BIS mandatory
certification (QCO) for cosmetics is under discussion; SPF claims are now litigated.

» Governance yellow flags: CMO resigned May 2025; founder-run with no external CEO/COO; ~1.5% of
equity pledged.

* Mandate creep into men's grooming, nutraceuticals, oral care: playbook unproven outside beauty.

» FY26 OCF trailed PAT (0.7x) on a working-capital swing: bears watching.

MANAGEMENT AND GOVERNANCE

Varun Alagh (Chairman/CEOQ) is a career brand builder with a genuine scaling record: unicorn in 2022, IPO in
2023, and ownership of the Neev mistake followed by a sharp recovery. Ghazal Alagh (Whole-time Director,
Chief Innovation Officer) drives the product engine behind the Rs 100 cr+ ARR ingredient franchises. Both
were re-appointed for five years from January 2025. The board has 3 independents of 6; auditor S R Batliboi
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(EY) issued an unmodified FY25 opinion; no auditor exit, no SEBI action, no proxy-advisor red flag found.
The Dubai RSM distributor dispute was fully resolved in Honasa's favor (May-June 2026 arbitral award).
Related-party transactions are disclosed and audit-committee governed; no self-dealing is on the public
record.

VALUATION VS PEERS

At Rs 427.90 (Oct 1, 2026): TTM P/E 56X, P/S 5.5x, EV/IEBITDA ~44x.

56x 5.5x 9

Honasa ~44x . 7%
Nykaa 357x ~111x 9.2x ~8.2%
Marico 54-60x 44.7x 7.5x 17.1%
Tata Consumer 57x - 7.4% ~13%
Dabur 34x ~37x 4.8x 17.8%
Colgate India 35-36x - 7.8x -

Emami 22x 16x - -

Honasa sits between legacy FMCG (Emami 22x, Dabur 34x) and Nykaa (357x), roughly in line with Marico
and Tata Consumer on earnings, but it is the cheapest of the growth-priced set on sales (5.5x vs 7.4-9.2x)
and near its own 5-year average. The discount reflects lower margins (9.7% vs 17-18% at Dabur/Marico) and
a shorter track record, partly offset by far faster growth (PAT +175% in FY26). Street: Jefferies Buy Rs 650,
Emkay Buy Rs 550, CLSA Hold Rs 505.

FY2029 SCENARIOS (INR)

Built off FY26 reported revenue of Rs 2,392 cr; 328M shares; assumptions explicit.

Revenue CAGR FY26-29 12% 18% 24%
FY29 revenue Rs 3,363 cr Rs 3,931 cr Rs 4,558 cr
EBITDA margin 9% 11.5% 13.5%
Exit EV/EBITDA 30x 38x 45x
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Bear: growth reverts to category rates as Mamaearth matures; ad intensity re-accelerates to defend share;
de-rating toward mature mid-cap FMCG. Base: focus categories plus younger brands at 35-40% plus offline
scale; operating leverage with ad ratio near 30%; modest multiple compression from ~44x. Bull: flywheel
sustains across brands and new categories; mix shift plus leverage with margins still below Dabur/Marico;
growth multiple sustained. Base-case FY29 implies ~Rs 11 EPS, so Rs 565 is ~51x FY29E earnings: a
growth-compounder multiple mid-transition. Street's 12-month targets (Rs 505-650) sit between bear and
base on a nearer horizon.

WHY IT MATTERS

Honasa is the test case for whether India can produce a homegrown FMCG conglomerate from the internet
up rather than the kirana down. The D2C-first generation mostly failed at exactly the transition Honasa just
survived: building offline distribution without destroying the P&L. Two Rs 1,000 cr brands, a repaired
distribution pipe reaching 3 lakh outlets, and ad intensity finally leveraging give it a credible claim to be the
acquirer and consolidator of India's masstige beauty shelf over the next five years. The HUL-Minimalist
escalation is the exam it has not taken yet. At 75/100 Positive, the verdict is: the business proved it can take a
punch and the price does not yet assume it keeps winning.
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