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Picture this: It's 1:00 AM, and you are craving some ice cream. You go to
your favourite quick commerce app, Blinkit or Swiggy Instamart, or Zepto,
to order a tub of Choco bite ice cream, and like magic, within 12-15
minutes, it's at your doorstep. While you are having it, you start wondering,
"Wow, is this the future?"

Battlefield: The Clash of Convenience and Tradition

Overall retail market by channel - India
(CY2023, CY2028P, in INR trillions)
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Overall retail market by category - India
(CY2023, CY2028P, in INR trillions)
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Tracking Growth

Gross order value (INR Crore)

FY24 QIFY25 Q2FY25 AW VEIINEeM % change
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blinkit 12469 4923 6,132 [PRElN 7732 HEEE
G instamart 8068 2724 3,328 (RPN 50.02 HEEE

zepto 10,267 25667 RO |

Source: Business Standard

The GOV (Gross Order Value) growth rate of these quick commerce
companies is astounding compared to a brick-and-mortar behemoth like
DMart, which is growing at a steady ~18-19% rate.

Yet, players like DMart remain undaunted!
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"We don't intend to do quick commerce; our
model is pretty robust,” said CEO Neville
Noronha in a recent earnings call.

His confidence might seem stubborn, but what if | told you he might be right?

The ultra-fast delivery model is burning cash faster than it's delivering your
late-night cravings.

‘Quick Commerce’ Market Overview
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Speeding Ahead, But to Where?

Quick commerce in India is on the rise. Blinkit, Zepto, Swiggy Instamart,
and BigBasket's BB are now racing to expand their Dark Stores and
delivery fleets. Revenues are being generated at lightning-fast speed, but
profits are still stuck in traffic.

The economics of the Quick commerce business model is based on the
proximity of the dark stores operating within a 2-3 km radius to fulfil
orders in 10-15 minutes. But in tier-2 and tier-3 cities, population density
doesn't support this model. Dark stores need 1,000 daily orders to be
viable, and that's difficult to achieve in smaller cities and towns with fewer
consumers in tier-2 and tier-3 cities. People are price sensitive and prefer
to make bulk purchases, often at local Kirana or supermarket rather than
frequent, small-basket orders. In Q3FY25, Blinkit and Swiggy's Quick
commerce division reported GOV of Rs. 2,000 cr. but posted an adjusted
EBITDA loss of Rs. 700 cr. — Vaibhav Goyal, Wealth Insight
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'‘Advertisements’, the newly defined
'‘Quality Revenue'?

Revenue generated through advertisements, where the industry average
stands at 3.5%, in my view is not a 'high-quality revenue'. It relies heavily
on a platform's attractiveness, making it inherently wvulnerable. As
competition intensifies and customer attention fragments, sustaining or
growing Ad revenue will become increasingly challenging. With more
players like Flipkart and Ola entering the quick commerce space, the
viability of ad-based revenue will face even greater scrutiny.

Another concern is the limited upside of dark stores. As more dark stores
are added within the same vicinity to improve delivery frequency, their
efficiency and profitability can diminish. Increased density leads to higher
operational costs, inventory duplication, and diminishing order volumes
per store, capping potential upside and even reducing overall returns.

The Global Reality Check

These challenges aren't unique to India. Globally, quick commerce
companies have faced similar struggles high cash burn, fragile unit
economics, and unsustainable expansion.

« Gorillas, once a $1.3 billion sensation, collapsed into Turkey's Getir,
which is now retreating from multiple markets

« Jokr exited the U.S., while Fridge No More, 1520, and Buyk in New York
disappeared overnight

- Even DoorDash, despite its deep pockets, scaled back its ultra-fast
delivery ambitions

The pattern is clear: Scaling is easy, Sustaining isn't!

Here's The Real Question

Quick commerce is undeniably reshaping India's retail landscape, but its
economics remain unproven!

The model isn't disappearing anytime soon, but will the industry
consolidate like food delivery, or will it crumble under mounting losses,
much like its global counterparts?

Speed is thrilling, but the real question is: how long before the cash burn
catches up?
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Some Interesting Reads

+ Swiggy DRHP
« Gorillas: The Rise of Quick Commerce in Europe

« PPFAS Quick Commerce

Disclaimer

The information or material (including any attachment(s) hereto) (collectively,
“Information”) contained herein does not constitute an inducement to buy, sell or invest
in any securities in any jurisdiction and Ekvity is not soliciting any action based upon
the information.

This information is intended to provide general information to Ekvity clients on a
particular subject and is not an exhaustive treatment of such subject(s). This
information has been prepared based on information obtained from publicly available,
accessible resources and Ekvity is under no obligation to update the information.
Accordingly, no representation or warranty, implied or statutory, is made as to the
accuracy, completeness or fairness of the contents and opinion contained herein. The
information can be no assurance that future results or events will be consistent with
this information. Any decision or action taken by the recipient based on this
information shall be solely and entirely at the risk of the recipient. The distribution of
this information in some jurisdictions may be restricted and/or prohibited by law, and
persons into whose possession this information comes should inform themselves about
such restriction and/or prohibition and observe any such restrictions and/or
prohibition. Unauthorized disclosure, use, dissemination or copying (either whole or
partial) of this information, is prohibited. Neither Ekvity nor its founders nor employees
shall be responsible or liable in any manner, directly or indirectly, for the contents,
errors, discrepancies, or any decisions or actions taken in reliance on the information.
The person accessing this information specifically agrees to exempt Ekvity or any of its
founders and employees from, all responsibility/liability arising from such misuse and
agrees not to hold Ekvity or any of its founders or employees responsible for any such
misuse and free and harmless from all losses, costs, damages, expenses that may be
suffered by the person accessing this information due to any errors.

Certain information contained herein concerning economic/corporate trends and
performance is based on or derived from independent third-party sources. Ekvity
believes that the sources from which such information has been obtained are reliable;
however, it cannot guarantee the accuracy of such information or the assumptions on
which such information is based.
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https://www.sebi.gov.in/filings/public-issues/nov-2024/swiggy-limited-prospectus_88320.html
https://youtu.be/LtG18ean8bQ?si=klC9K8-juF4I7MW6
https://youtu.be/ZRecDwxhoO8?si=6_EL6J6RFfXG9IYY

