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Spreading its wings....

Pantaloon Retail India Ltd. (PRIL) reported net sales of
Rs8,610mn and net profit of Rs187mn, YoY increase of 89% and
15% respectively. The relative disparity in these numbers was a
result of high interest expense of Rs229mn. Sales growth was
driven by 87% YoY increase in contribution from value-retailing
business (Food Bazaar and Big Bazaar). Lifestyle segment grew
by 85% YoY. PRIL’s EBITDA margin, however, dropped 150bps
during Q3FY07, as employee costs increased by 118% YoY. On
sequential basis, net sales increased by 14.4% and net profit
decreased 57%.

Over a long term basis, we expect PRIL to benefit from its
aggressive expansion plans and the anticipated growth in
organised retailing in India. Therefore, we continue to remain
positive on the company.

Key highlights of the quarter:

A Revenue increased 89% YoY in Q3FYO7: PRIL’'s Q3FY07
revenue increased 89% YoY, primarily due to higher
contribution and growth in value-retailing business.
Revenue from value and lifestyle retailing businesses
increased by 87% YoY and 85% YoY respectively. For the
nine months ended March 31, 2007, the company
reported more than 20% YoY growth in same-store sales.
A Increase in retail space also supported growth in
revenue.

A EBITDA up 57% YaY in Q3FYQ7: Despite 89% YoY increase
in sales, PRIL’'s EBITDA grew by 57% YoY to Rs603mn
during the quarter. This was primarily due to an increase
in employee costs from Rs247mn in Q3FY06 to Rs537mn
in Q3FYO7; the proportion of employee costs to total sales
increased from 5.4% to 6.2% during this period. The
company’s build-up inventory and higher raw material
costs also bought down growth in EBITDA levels. Not
surprisingly, PRIL’s EBITDA margin dropped 150bps YoY to
7% in Q3FYO07.

4 Net profit down due to high interest costs: In Q3FYQ7,
PRIL’s net profit increased by 15% YoY to Rs1,870mn. This
decline was mainly due to high interest costs, which
increased 127% YoY to Rs229mn as against Rs100.7mn in
Q3FY06. The company'’s net profit margin dropped 140bps
from 3.6% to 2.2%.
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A  Duty free shops launched: In March 2007, a joint venture between Future
group and Alphs Airport group launched its first duty-free shops at the Delhi
International Airport. These shops, spread across a retail space of 8,000
square feet, have been opened at the arrival and departure lounges of the
airport.

A  OQutlook: We believe that PRIL is likely to benefit from the changing
consumerism in India. Our view is supported by strong, anticipated growth in
organised retailing, PRIL’'s aggressive expansion plans and value unlocking of
its subsidiaries going forward. Hence, we continue to remain positive on the

company.

Table 1. Quarterly result table

Rs mn Q3FYO7 Q3FY06 YoY (%) Q2FY07 QoQ (%)
Net sales from operations 8610.5 4554.0 89.1 7526.9 14.4
Total expenses 8007.7 4169.0 92.1 6956.7 15.1
% of net sales 93.0 91.5 924

(Increase) / Decrease in stock -958.3 -423.9 126.1 -977.6

Raw material consumed 6767.1 3458.6 95.7 6080.6 11.3
% of net sales 78.6 75.9 80.8

Staff cost 536.6 246.7 117.5 490.9 9.3
% of net sales 6.2 5.4 6.5

Other expenditure 1662.3 887.6 87.3 1362.8 22.0
% of net sales 19.3 19.5 18.1

EBITDA 602.7 385.0 56.6 570.2 5.7
% of net sales 7.0 8.5 7.6
Depreciation 93.3 58.6 59.2 82.3 13.4
EBIT 509.5 326.4 56.1 487.9 4.4
% of net sales 5.9 7.2 6.5

Interest / (Interest income) 228.9 100.7 127.2 207.3 10.4
Other income (Ol) 9.4 4.6 102.4 377.7 -97.5
PBT 289.9 230.3 25.9 658.3 -56.0
Provision for tax (including deferred tax) -102.8 -67.9 51.4 -218.5 -53.0
PAT 187.2 162.4 15.3 439.7 -57.4
NP margin % 2.2 3.6 5.8

Net profit 187.2 162.4 15.3 439.7 -57.4
Equity (face value 10) 2814 224.1 2814

Cash EPS 2.0 9.9 3.7

EPS (Rs) 1.33 7.2 3.13

Ratios (%)

EBITDA margin 7.0% 8.5% 7.6%

Interest / Sales 2.7% 2.2% 2.8%

Tax/ PBT 35.5% 29.5% 33.2%

NPM 2.2% 3.6% 5.8%

Source: IISL research, company
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Disclaimer Clause

This report has been prepared by the Research Department of IL&FS Investsmart Securities Limited (IISL). The information and opinions contained herein have
been compiled or arrived at based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently
verified and no guaranty, representation of warranty, express or implied is made as to its accuracy, completeness or correctness. All such information and opinions
are subject to change without notice. This report has been produced independently of the company, and forward looking statements, opinions and expectations
contained herein are entirely those of IISL and given as part of its normal research activity and not as a Manager or Underwriter or any Offering or as an agent of
the Company or any other person. Accordingly, if the Company should at any time commence an Offering of securities, any decision to invest in any such Offer or
invitation to subscribe for or acquire securities of the Company must be based wholly on the information contained in the Final Prospectus issued or to be issued
by the Company in connection with any such Offer or invitation and not on the contents hereof. This document is for information purpose only. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or
solicitation of an offer, to buy or sell any securities or other financial instruments. lISL, its directors, analysts or employees do not take any responsibility financial or
otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of the shares and bonds, changes in the currency rates, diminution in the NAVs reduction in the dividend or income, etc

IISL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in
the report or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations
described in this report.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person or entity who is a citizen or
resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law
or regulation or what would subject IISL or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently send or has
reached any individual in such country, especially, USA the same may be ignored and brought to the attention of the sender. This document may not be
reproduced, distributed or published for any purpose without prior written approval of IISL.

Foreign currency denominated securities, if any, wherever mentioned are subject to exchange rate fluctuations which could have an adverse effect on their value
or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively
assume currency risk.
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