
 

Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research 
reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report 
as only a single factor in making their investment decision. 
 

Citigroup Global Markets 

Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield

30 Jun (RsM) (Rs) (%) (x) (x) (%) (%)

2007A 1,200 8.18 68.2 39.5 4.3 14.8 0.2

2008A 1,260 7.91 -3.3 40.9 2.8 8.6 0.1

2009E 1,402 7.37 -6.8 43.8 2.7 6.8 0.1

2010E 2,404 12.63 71.4 25.6 2.5 10.1 0.2

2011E 3,501 18.40 45.6 17.6 2.2 13.2 0.2

Source: Powered by dataCentral          
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 Buy: Organisational Restructuring — Broad Contours Outlined  
  

 What's new? — PRIL management outlined a broad scheme for the de-merger 
of non retail assets. In brief: 1) Big Bazaar and Food Bazaar (~70% of FY09 
PRIL parent revenues) will be transferred into a 100% subsidiary of PRIL. 2) 
The insurance ventures and Future Capital Holdings will be placed in a 
separate finance vertical. The holding company (for the insurance businesses) 
will be duly listed. 3) Three support businesses (IT, brand development and 
learning) have been carved out for a consideration of Rs1.9bn.  

 Implications — a) Positive for parent balance sheet – cash intensive financial 
services business can chart growth path without dependence on PRIL for 
capital infusion; b) Creates possibility for separate listing and infusion of FII 
into Big Bazaar + Food Bazaar at a later juncture (PRIL is at FII limit at 
present); and c) PRIL's resources to be conserved to meet growth aspirations.  

 Other analyst meeting takeaways  — a) Timeline for restructuring of financial 
services business is 30-45 days; b) Balance sheet restructuring should result 
in debt to equity levels improving – management targets debt equity levels of 
~0.8x (vs. ~1.2x now); c) Target to increase retail space to 25m sq ft by FY14, 
which includes 10m sq ft capex in PRIL (capital outlay of ~US$350-400m); 
and d) Guidance on key metrics maintained – (i) management targets reducing 
inventory to ~Rs1600/sq ft, (ii) revenues of ~Rs9000/sq ft.  

 Maintain Buy (1M) — We expect the stock to remain buoyant as more clarity on 
the de-merger emerges. Improvement in retail business (solid SSS growth 
trends in October) also buttresses our thesis that PRIL is well positioned to 
capture the rebound in urban consumption.  
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Buy/Medium Risk 1M
Price (17 Nov 09) Rs323.10
Target price Rs370.00
Expected share price return 14.5%
Expected dividend yield 0.1%
Expected total return 14.6%
Market Cap Rs56,346M
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Figure 1. Pantaloon Retail (Consolidated) – Balance Sheet Summary (RsM) 

As of June 30 2008 2009
SOURCE OF FUNDS  
Net-Worth 22,270 25,000
Loans Funds 27,670 38,580
Minority Interest 4,060 3,850
Deferred Tax 350 40
TOTAL 54,360 67,470
APPLICATION OF FUNDS  
Fixed Assets 16,710 22,010
CWIP 3,840 4,300
Investment 7,260 8,980
Current Assets 38,330 46,230
Current Liability 11,780 14,050
Net Current Assets 26,550 32,180
TOTAL 54,360 67,470
  
Net Working Capital 26,550 32,180
Debt/Equity (X)                   1.24                1.54 

Source: Company Reports 

 

Figure 2. Pantaloon Retail (Consolidated) – Income Statement Summary (RsM) 

 FY08 FY09 % Change Y/Y
Net Sales 58,405 76,690 31.3
Total Expenditure -55,366 -71,569 29.3
EBITDA 3,039 5,122 68.5
EBITDA Margin (%) 5.2 6.7 147 bps
Interest -2,236 -4,185 87.2
Depreciation -1,182 -2,066 74.7
Other Income 557 958 71.8
PBT 179 -172 nm
Tax -473 100 nm
Tax Rate (%) 264.6 57.9 nm
PAT -294 -72 -75.4
Minority Interest, Share of Associates and 
prior period items 

514 173 -66.3

Reported Profit 219 101 -54.1

Source: Company Reports 

 

Figure 3. Pantaloon – Performance of Key Subsidiaries in FY09 

 PRIL Stake 
(%)

Net Sales 
(RsM)

EBITDA 
(RsM)

EBITDA 
Margin (%) 

Capital 
Employed 

(RsM)

EBITDA/Capital 
Employed

Future Capital 54.8% 1,360 428 31.5% 12,170 3.5%
Home Solutions 66.9% 10,710 (364) -3.4% 6,740 -5.4%
Future Agrovet 96.2% 3,910 16 0.4% 610 2.6%
Future Logistics 94.2% 1,940 103 5.3% 350 29.4%
Future Media 84.2% 460 (60) -13.0% 420 -14.2%
Future Knowledge 
Services 

100.0% 470 14 3.0% 450 3.1%

Future e-Commerce 
Infrastructure 

72.0% 1,180 (242) -20.5% 540 -44.8%

Source: Company Reports 
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Pantaloon 
 
Company description 

Pantaloon is the largest organized modern-format retailer in India, with a 
presence in apparel, general merchandise, home products and food retailing. It 
has retail space of about 9m sq. ft. (including Home Retail) with plans to 
expand to 25m sq. ft. by FY11. Pantaloon retails fashion apparel and 
accessories through its Pantaloon stores, and general merchandise and food 
through discount department stores Big Bazaar and Food Bazaar. It has a 
presence in retail property management services through Central Malls, 
managing retail space for concessionary fees and a share of sales. It has 
recently launched Home Town for home interiors, which it plans to expand 
aggressively. Its real estate investment subsidiary, Kshitij Retail Destinations 
plans to set up 51 malls across India spanning 14.5m sq. feet in the next three 
years. Pantaloon also has interests in media, logistics, brand management and 
e-tailing, through subsidiaries. 
 
Investment strategy 

We rate Pantaloon Retail (India) Buy/Medium Risk (1M). The sequential 
improvements in same store sales trends in both value and lifestyle retailing 
have been encouraging and are signs of improving discretionary consumption. 
Concerns relating to paucity of capital have abated as fresh infusion of capital 
will lower high gearing ratios and aid PRIL's expansion plans. Operationally, 
PRIL will benefit from management's strategy of outsourcing non-core 
operations, lower employee costs and lower rentals rates. Improving operating 
leverage and cost efficiencies should lead to healthy margin expansion of 
~150bps and strong net profit growth of ~58% over FY09-11E, on our 
estimates.  
 
Valuation 

Our Rs370 target price is based on a sum of the parts approach. We value 
Pantaloon at 20x Dec-10E PE, which gives us Rs310/share. Our target multiple 
of 20x is set at around a c.20% premium to the average for the regional peer 
group, to reflect the higher earnings growth profile for Pantaloon. Home 
Solutions is valued at Rs23/share (based on 0.6x Dec-10E EV/sales - in line 
with global peers), and Future Capital is valued at Rs20/share (at 1.3x FY09 
P/B). A 20% holding company discount has been ascribed for both Home 
Solutions and Future Capital. We add Rs17/share for Future Logistics, applying 
a 20% discount to the valuation of the recent transaction by Li & Fung. 
 
Risks 

We assign a Medium Risk rating to Pantaloon Retail based on our quantitative 
risk-rating system. The main downside risks to our target price include: 1) 
Initial trend of encouraging sales growth fades away; 2) Delay in store opening 
plans; 3) Increase in competitive intensity and/or irrational competition; and 4) 
Any pressure on rentals, which could result in lower than expected margins. 
The main upside risks to our target price and estimates include: 1) Value 
unlocking in subsidiaries through listing / stake sales, 2) Any significant 
acquisitions, JVs or partnerships perceived to be creating value; and 3) 
Legislative changes that allow FDI in retail could be perceived as a sentiment 
positive from a funding perspective.  
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Appendix A-1 
Analyst Certification 

Each research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with 
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers in this research 
report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. Each research analyst(s) also 
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research 
analyst in this research report. 
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Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Pantaloon in the past 12 
months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, non-
securities-related: Pantaloon. 

Rohini Malkani has in the past worked with the India government or its divisions in her personal capacity. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product 
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the 
same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. Historical 
disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution    
Data current as of 30 Sep 2009 Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 44% 38% 18%

% of companies in each rating category that are investment banking clients 47% 45% 36%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. 

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-
Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
Guide to Citi Investment Research & Analysis (CIRA) Corporate Bond Research Credit Opinions and Investment Ratings: CIRA's corporate bond research issuer publications 
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include a fundamental credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding 
the credit risk of the company featured in the report. The fundamental credit opinion reflects the CIRA analyst's opinion of the direction of credit fundamentals of the issuer 
without respect to securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public 
debt ratings companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: 
Low Risk Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative 
Risk Mid Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a 
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by CIRA will also include investment ratings on specific 
issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of CIRA's expectations for 
total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight the bond is expected 
to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated 
monthly and can be viewed at http://sd.ny.ssmb.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in line with the relevant Citigroup bond 
market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes. 

Non-US research analysts who have prepared this report are not registered/qualified as research analysts with the NYSE and/or NASD. Such research analysts may not be 
associated persons of the member organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject 
company, public appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Jamshed Dadabhoy,Aditya Mathur 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 17 November 2009 04:00 PM on the issuer's primary market. 

This Product has been modified by the author following a discussion with one or more of the named issuers/issuers of the named securities. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with 
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be 
presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. 
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the 
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its 
affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of 
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. For 
Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who 
reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the 
Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking 
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private 
Banking wholesale clients through bankers and relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, 
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investors should contact the Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and 
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or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector covered is made available on 
request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties.  The Product is 
made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This material may relate to 
investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are 
available upon request in respect of this material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by 
Citigroup Global Markets Inc, which is regulated by NASD, NYSE and the US Securities and Exchange Commission.  388 Greenwich Street, New York, NY 10013.  Unless 
specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services 
Authority.  Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com.  Compensation of equity research 
analysts is determined by equity research management and Citigroup's senior management and is not linked to specific transactions or recommendations.  The Product 
may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to be construed as providing 
investment services in any jurisdiction where the provision of such services would not be permitted. Subject to the nature and contents of the Product, the investments 
described therein are subject to fluctuations in price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be 
subject to sudden and large falls in value that could equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for 
private customers whereby levels and basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport 
to identify the nature of the specific market or other risks associated with a particular transaction.  Advice in the Product is general and should not be construed as 
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personal advice given it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, 
before acting on the advice, consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial 
product, it is the client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the 
product. 

© 2009 Citigroup Global Markets Inc.  Citi Investment Research & Analysis is a division and service mark of Citigroup Global Markets Inc. and its affiliates and is used and 
registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and its affiliates and are used and registered throughout 
the world.  All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information 
and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, 
computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose 
with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, 
computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services 
marks of MSCI and its affiliates. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm 
accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which 
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of 
the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or 
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site does 
not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the 
Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
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