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QUARTERLY PERFORMANCE (Rs Mi l l ion)

Y /E  JUNE F Y 0 5 F Y 0 6 E

1Q 2 Q 3 Q 4 Q 1Q 2 Q 3 Q E 4QE

Net Sales 2,011 2,382 2,750 3,697 3,648 4,720 4,977 6,303 10,837 19,648
    YoY Change (%) 45.3 55.6 79.1 73.4 81.4 98.1 81.0 70.5 65.5 81.3
Total Exp 1,830 2,166 2,506 3,472 3,368 4,341 4,594 5,880 9,941 18,184
EBITDA 182 216 243 225 280 379 383 422 896 1,464
    Margins (%) 9.0 9.1 8.8 6.1 7.7 8.0 7.7 6.7 8.3 7.5
Depreciation -31 -35 -37 -31 -38 -46 -60 -66 -133 -210
Interest -63 -63 -64 -54 -57 -79 -78 -80 -282 -295
Other Income 4 9 3 27 7 4 15 18 50 45
PBT 92 127 145 168 192 258 260 294 531 1,004
Tax -22 -26 -38 -60 -57 -72 -70 -82 -146 -281
    Rate (%) 24.4 20.1 26.3 35.6 29.7 28.0 27.0 27.8 27.4 28.0
PAT 69 101 107 108 135 186 190 212 386 723
    YoY Change (%) 41.3 63.8 170.4 124.6 94.9 83.1 77.9 96.7 101.1 87.6
E: Inquire Estimates

F Y 0 5 F Y 0 6

YEAR NET SALES PAT EPS EPS P/E P/ B V ROE ROCE EV/ EV/

END ( R S  M ) ( R S  M ) (RS) GROWTH (%) ( X ) ( X ) (%) ( %) SALES EBITDA

06/05A 10,837 386 17.5 75.1 97.4 17.0 17.4 15.6 3.7 44.9

06/06E 19,648 723 27.4 56.2 62.4 9.1 14.7 16.7 2.4 32.3

06/07E 33,249 1,264 47.9 74.8 35.7 7.5 21.1 21.0 1.5 20.6

Equity Shares (m) 26.4

52-Week Range 1,849/624

1,6,12 Rel. Perf. (%) -6/-3/102

M.Cap. (Rs b) 45.1
M.Cap. (US$ b) 1.0

? 2QFY06 results were in line with our estimates. The company recorded profit after tax of Rs186m versus our
estimate of Rs181m.

? Sales for the quarter grew 98.1% YoY to Rs4.7b, driven largely by strong growth in the Value Retailing segment. The
company’s Value Retailing segment (Big Bazaar and Food Bazaar) grew 136% YoY, while its Lifestyle Retailing
segment (Pantaloon and Central Mall) grew 35% YoY.

? EBITDA margins declined 110bp YoY to 8% in 2QFY06, primarily due to higher contribution of the low-margin
value-retailing segment. Value Retailing contributed approximately 70.5% YoY to total revenues in 2QFY06 compared
with 59% in 2QFY05.

? The company opened six new Pantaloon stores (Lifestyle segment), four new Big Bazaar stores (Value Retailing),
one independent Food Store (Value Retailing) and one new Fashion Station store (Lifestyle Retailing) during the
quarter.

? Pantaloon Retail added approximately 0.43m sq. ft. of retail space in 1HFY06 and ended the quarter with total retail
space of 2.4m sq. ft.

? We expect the company to report an EPS of Rs27.4, Rs47.9 and Rs74.8 for the years FY06, FY07 and FY08
respectively based on diluted equity. The stock currently trades at 62.4x FY06E earnings, 35.7x FY07E earnings and
22.8x FY08E earnings. We maintain Buy.
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Value Retailing drives overall revenue growth
Pantaloon’s 2QFY06 revenues grew 98.1% YoY to Rs4.7b,
driven largely by Value Retailing segment (Big Bazaar and
Food Bazaar). Value Retailing grew 136% YoY for the
quarter, while Lifestyle revenues grew 35.2%. Over
1HFY06, Value Retailing grew 134% YoY and Lifestyle
Retailing reported 25% YoY growth. Same store sales for
the quarter grew 24.4% YoY, with Value and Lifestyle
retailing reporting 27.1% and 20.1% growth in their
respective same store sales.

We expect lifestyle revenue growth to pick up as the
company is increasingly focusing on this segment. The
company opened more Pantaloon outlets (6) than Big
Bazaar (4) during the quarter, clearly indicating their
renewed focus on the lifestyle segment. New store openings
are expected to continue to keep revenue growth buoyant.

REVENUE GROWTH REMAINS BUOYANT

Source: Company/Motilal Oswal Securities

Higher contribution of Value Retailing depressing
margins
EBITDA margins for the quarter were down 110bp YoY,
primarily due to higher contribution of low-margin value-
retailing business to overall revenues. The contribution of
value retailing to overall revenues increased to 70.5% in
2QFY06 v/s 59% in the corresponding quarter of the
previous year. For 1HFY06, value retailing contributed
68.4% to overall revenues. We believe that the mix of value
and lifestyle retailing is likely to continue to remain skewed
in favor of lifestyle retailing in the short term. However,

management is focusing on improving the Lifestyle Retailing
share to overall revenues by trying to add more Pantaloon
outlets.

EBITDA MARGIN

GROWING CONTRIBUTION OF VALUE RETAILING TO OVERALL REVENUE

Source: Company/Motilal Oswal Securities

New tie-ups and initiatives announced
The company has announced a joint venture with Gini and
Jony Apparel Pvt. Ltd. to set up a retail chain for kidswear
under the Gini and Jony brand. The company expects to
roll out these stores within six months. The company has
also acquired a 33% stake in Capital Foods Ltd. and Capital
Foods Exports Pvt. Ltd. for a consideration of Rs100m,
which manufactures and markets RTE (Ready to eat) food
items under brand names such as Ching’s secret, Smith &
Jones etc. Further, it has announced that it intends to set up
an NBFC to undertake all financial service activities for
the company. The NBFC is likely to handle the asset
management services of the company.
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Valuation and view
Pantaloon continues to be our top pick in the organized retail
segment. The company has delivered revenue CAGR of
56% over FY02-FY05. We expect the company to deliver
revenue CAGR of 64% over FY05-FY08E, driven by

aggressive expansion plans. The company plans to more
than double its retail space to 8m sq. ft. by the end of FY08.
The stock currently trades at 62.4x FY06E earnings, 35.7x
FY07E earnings and 22.8x FY08E earnings. We maintain
Buy.
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Company description
Pantaloon Retail is the largest organized retailer in India
with retail space of more than 2m sq. ft. Pantaloon retails
multiple categories through different format offerings like
departmental stores (Pantaloon), hypermarkets (Big
Bazaar), seamless mall (Central) and standalone stores.
The company is targeting revenues of US$2b in FY09, a
68% CAGR over FY05-FY09.

Key investment arguments
? Pantaloon is the best play in the fast-growing organized

retail market with a presence across categories and
formats. The company plans to increase the retail space
from which it operates from 2m sq. ft. to more than 8m
sq. ft. by the end of FY08 – a CAGR of 60%.

? The company is trying to leverage on its expertise in
real estate management by raising funds from investors
which will be managed by its subsidiary, Pantaloon
Fashion House - PFH advisory committee).

Key investment risks
? Pantaloon has an aggressive expansion plan wherein

timely and profitable execution is a critical issue – more
so in case of Pantaloon, where backend IT systems
are being developed and are being scaled up.

Recent developments
? Announced a Joint Venture with Gini & Jony Apparel

Pvt Ltd for setting up a retail chain for kidswear under
Gini & Jony Brand name.

? Approved purchase of 33% stake each in Capital Foods
Ltd and Capital Foods Exports Pvt Ltd., Companies
manufacturing and marketing ready to eat food items
under various brand names such as Ching’s Secret,
Smith & Jones etc

Valuation and view
? We forecast EPS to be Rs47.9 for FY07E and Rs74.8

for FY08E based on diluted equity.
? The stock currently trades at 35.7x FY07E earnings

and 22.8x FY08E earnings. We maintain Buy.

Sector view
? We are positive on the sector. We expect the sector to

clock revenue growth of 30%-35% CAGR over the
next five years.

? Players such as Pantaloon Retail with a strong
hypermarket format and presence in larger number of
categories are likely to be bigger winners.

? Longer term prospects appear bright, given low store
penetration and rising consumers’ incomes.

COMPARATIVE VALUATIONS
PANTALOON RETAIL SHOPPER'S STOP

P/E (x) FY06E 62.4 64.4
FY07E 35.7 51.9

EV/EBITDA (x) FY06E 32.0 35.9
FY07E 20.4 27.2

EV/Sales (x) FY06E 2.4 2.2
FY07E 1.4 1.7

P/BV (x) FY06E 9.1 6.1
FY07E 7.5 5.5

SHAREHOLDING PATTERN (%)
DEC.05 SEP.05 DEC.04

Promoters 44.1 43.1 42.4

Domestic Institutions 3.4 2.7 5.6

FIIs/FDIs 29.9 30.7 31.2

Others 22.6 23.5 20.8

Pantaloon Retail: an investment profile

STOCK PERFORMANCE (1 YEAR)

EPS: INQUIRE FORECAST VS CONSENSUS (RS)
INQUIRE CONSENSUS VARIATION

FORECAST FORECAST (%)
FY06 27.4 26.3 4.0
FY07 47.9 43.0 11.4

TARGET PRICE AND RECOMMENDATION
CURRENT TARGET  UPSIDE RECO.
PRICE (RS) PRICE (RS)  (%)

1,709 1,871 9.5 Buy
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INCOME STATEM ENT ( R S  M I LLION)

Y/E  JUNE 2 0 0 4 2 0 0 5 2 0 0 6 E 2007E 2 0 0 8 E

Net Sales 6,550 10,837 19,648 33,249 48,662

   Change (%) 48.4 65.5 81.3 69.2 46.4

Total Expenditure -6,001 -9,941 -18,184 -30,894 -45,145

EBITDA 548 896 1,464 2,355 3,517

   Change (%) 46.6 63.5 63.4 60.8 49.3

   M argin (%) 8.4 8.3 7.5 7.1 7.2

Depreciation -96 -133 -210 -287 -353

Int. and Fin. Charges -236 -282 -295 -358 -426

Other Income - Recurring 18 50 45 45 45

P rofit  before Taxes 234 531 1,004 1,755 2,783

   Change (%) 75.5 126.8 89.1 74.8 58.5

   M argin (%) 3.6 4.9 5.1 5.3 5.7

Tax -15 -75 -141 -246 -403

Deferred Tax -28 -70 -141 -246 -403

   Tax Rate (%) -18.1 -27.4 -28.0 -28.0 -29.0

P rofit  after Taxes 192 386 723 1,264 1,976

   Change (%) 60.0 101.2 87.4 74.8 56.3

   M argin (%) 2.9 3.6 3.7 3.8 4.1

Extraordinary Items -1 0 0 0 0

Reported PAT 191 386 723 1,264 1,976

BALANCE SHEET ( R S  M I LLION)

Y/E  JUNE 2 0 0 4 2 0 0 5 2 0 0 6 E 2007E 2 0 0 8 E

Share Capital 191 220 264 264 264

Reserves 739 1,995 4,670 5,738 7,413

Net Worth 931 2,215 4,934 6,002 7,677

Loans 2,366 2,862 2,562 3,521 4,021

Deferred Tax 51 130 271 517 920

Capital Employed 3,348 5,208 7,767 10,040 12,618

Gross Block 1,891 2,511 4,111 5,611 6,911

Less: Accum. Depn. -271 -374 -584 -870 -1,223

Net Fixed Assets 1,620 2,137 3,527 4,741 5,688

Capital WIP 144 158 144 144 144

Investments 4 319 466 544 622

Curr. Assets, L&A 2,300 4,039 6,223 8,307 11,661

Inventory 1,576 2,760 4,876 7,394 10,298

Account Receivables 176 123 523 388 945

Cash and Bank Balance 138 215 415 115 8

Others 410 941 410 410 410

Curr. Liab. and Prov. 724 1,448 2,598 3,701 5,500

Account Payables 564 1,083 2,437 3,540 5,340

Other Liabilities 91 182 91 91 91

Provisions 70 183 70 70 70

Net Current Assets 1,576 2,591 3,625 4,606 6,160

M iscelleneous Expenditure 4 3 4 4 4

Application of Funds 3,348 5,208 7,767 10,039 12,619

E: M OSt Estimates

RATIOS

Y/E JUNE 2 0 0 4 2 0 0 5 2 0 0 6 E 2 0 0 7 E 2 0 0 8 E

Basic (Rs)

E P S 10.0 17.5 27.4 47.9 74.8

Cash EPS 15.0 23.6 35.3 58.7 88.2

BV/Share 48.6 100.7 186.9 227.4 290.8

DPS 1.5 2.5 4.5 6.5 10.0

Payout % 15.0 14.3 16.4 13.6 13.4

Valuation (x)

P/E 97.4 62.4 35.7 22.8

Cash P/E 72.4 48.3 29.1 19.4

EV/Sales 3.7 2.4 1.5 1.0

EV/EBITDA 44.9 32.3 20.6 14.0

P/BV 17.0 9.1 7.5 5.9

Dividend Yield (%) 0.1 0.3 0.4 0.6

Return Rat ios (%)

RoE 20.6 17.4 14.7 21.1 25.7

RoCE 14.0 15.6 16.7 21.0 25.4

Working Capital Ratios

Debtor (Days) 10 4 10 4 7

Asset Turnover (x) 2.0 2.1 2.5 3.3 3.9

Leverage Ratio

Debt/Equity (x) 2.5 1.3 0.5 0.6 0.5

CASH FLOW STATEMENT ( R S  M I LLION)

Y/E  JUNE 2 0 0 4 2 0 0 5 2 0 0 6 E 2 0 0 7 E 2 0 0 8 E

OP/(loss) before Tax 452 763 1,254 2,068 3,164

Int./Div. Received 18 50 45 45 45

Depreciation and Amort. 96 133 210 287 353

Interest Paid -236 -282 -295 -358 -426

Direct Taxes Paid -15 -75 -141 -246 -403

(Incr)/Decr in WC -518 -939 -835 -1,281 -1,660

CF from Operat ions -203 -349 239 515 1,072

Extraordinary Items -1 0 0 0 0

(Incr)/Decr in FA 453 -633 -1,586 -1,500 -1,300

(Pur)/Sale of Investments -2 -315 -147 -78 -78

CF from Invest . 451 -949 -1,733 - 1,578 -1,378

Issue of Shares 10 914 2,200 0 0

(Incr)/Decr in Debt 910 496 -300 959 500

Dividend Paid -32 -63 -119 -172 -264

Others -1,078 28 -86 -24 -36

CF from Fin.  Act ivi ty -191 1,375 1,695 763 200

Incr/Decr of  Cash 58 76 200 -299 -106

Add: Opening Balance 81 138 215 415 115

Closing Balance 139 215 415 115 8
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This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Motilal Oswal
Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely
for your information and should not be reproduced or redistributed to any other person in any form.

The report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon such. MOSt or
any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. MOSt or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding
any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

MOSt and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in this report. To enhance transparency,
MOSt has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement Pantaloon Retail
1. Analyst ownership of the stock No
2. Group/Directors ownership of the stock No
3. Broking relationship with company covered No

MOSt is not engaged in providing investment-banking services.

This information is subject to change without any prior notice. MOSt reserves the right to make modifications and alternations to this statement as may be required
from time to time. Nevertheless, MOSt is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific client queries.

For more copies or other information, contact
Institutional:  Navin Agarwal.   Retail:  Manish Shah, Mihir Kothari

Phone: (91-22) 39825500 Fax: (91-22) 22885038. E-mail: inquire@motilaloswal.com
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