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Key valuation metrics 

Year end Mar 31 Net Sales yoy chg (%) Net profit EPS (Rs) yoy chg (%) EV / E PER (x) 
FY08 50,478 56.0  1,248  7.8 (4.1) 16.6  43.3 
FY09 63,418 25.6  1,409  8.1 3.1 13.0  41.9 
FY10E 81,490 28.5  2,092  11.7 44.3 11.0  29.1 
FY11E 103,152  26.6  3,215  17.9 53.7 8.8 18.9 
*Standalone 

HIGHLIGHTS OF FY09 RESULTS  
•  In line with our estimates, Pantaloon Retail (PRIL) standalone has reported revenue growth of 26% at 

Rs63.4bn, EBITDA of Rs6.7bn and PAT growth of 13% at Rs1.4bn in FY09 
•  PRIL has during the year added 1.8m sq. ft. of retail space with 9.7m sq. ft. of retail operations under 

standalone entity. As on June 2009, PRIL had 116 Big Bazaar stores, 45 Pantaloons and 9 Central. With 
capital being a constraint, PRIL has slowed down the pace of expansion (2.8m sq. ft. added in FY08) 

•  With overall economic slowdown, PRIL’s same store sales growth has slowed down to 7.4% in value retailing 
(10% in FY08) and 6% in lifestyle retailing (10.3% in FY08). While sales per sq. ft. has increased to Rs6816 in 
Pantaloons (Rs6576 in FY08), same has dropped for Big Bazaar (from Rs7925 to Rs7412) and for Central (from 
Rs7817 to Rs6616). 

•  Being ahead of the curve, PRIL has taken cost correction measures and the same is reflecting in 140bp of 
margin expansion during the year at 10.5% in FY09.  

•  However, gross margins have contracted by 30bp with value retailing growing faster. Share of value retailing 
has increased by 20bp at 71.9% 

•  While the EBITDA growth during the year stood at 45.5%, PAT growth was subdued on account of 72% 
increase in interest cost at Rs3.2bn. Debt at the end of the year stood at Rs28.5bn (Rs21.9bn in FY08).  

•  Of the total Rs13bn of capital deployment during the year, Rs5.2bn has gone towards fixed assets, Rs4bn 
towards working capital and Rs3.7bn towards investments in subsidiaries. Retail business RoCE has 
increased to 18.6% from 17.7% in FY08  

•  During the quarter Q4FY09, PRIL’s revenues have grown by 20.4% at Rs16.6bn (estimates of Rs16.7bn), 
EBITDA of Rs1.83bn (estimates of Rs1.83bn) and PAT of Rs367m (estimates of Rs378m) 

•  PRIL, on a consolidated basis, has reported revenue growth of 31% at Rs76.7bn, EBITDA of Rs5.1bn and PAT 
post minority interest at Rs100m in FY09  

•  Amongst the subsidiaries, insurance business has been the biggest drag with losses of Rs1.06bn  
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•  While Home Solutions business was expected to turn profitable in FY09, slow down in the housing market led 
to sharp decline in same store sales and overall sales growth stood at 12% (Rs10.7bn) and incurred operating 
loss of Rs360m. Future Logistics business has turned profitable – revenues of Rs1.94bn and EBITDA of 
Rs100m.  

•  While insurance business is expected to continue to incur losses in the near future, other businesses are 
either expected to turn profitable or the losses are expected to be curtailed as PRIL goes for a calibrated 
growth approach 

•  PRIL has recently raised Rs3bn through equity issuance to promoters and BCCL Group. PRIL has also raised 
USD10m for 10% stake sale in Future Logistics to Li & Fung. Li & Fung has option to increase the stake to 
26% on further infusion of upto USD20m.   

Our liking for PRIL has been on the back of scale of operations (3x the nearest competitor) as also the width of 
formats across fashion, food, general merchandise and home solutions. While PRIL would continue to be the 
fastest growing retailer even going forward, we believe that growth would be more calibrated – 2.5m-3m sq. ft. of 
retail expansion including home solutions and focus on flagship formats (Pantaloons, Big Bazaar, Central, Food 
Bazaar and Brand Factory). Also, with external capital being a constraint, the focus is now shifting on efficiency – 
capital efficiency in particular through effective store rightsizing and inventory management. PRIL is expected to 
bring down the inventory levels from Rs1850/ sq. ft. now to Rs1400/ sq. ft. by FY11, as gains from Automatic 
Replenishment System, Warehouse Management System, inventory rightsizing, cut down on order fulfillment 
time, etc come to the fore. All these factors would converge to Rs9bn of cash profit generation over FY09-11E, 
60% of the incremental growth funding through internal accruals and reduced dependence on debt fund. Further 
trigger would come in as PRIL is scouting for Rs10bn of fund raise to further deleverage the balance sheet, rope 
in strategic partner for value retail operations and put the subsidiaries on self funding mode. With healthy 
margins, efficient deployment of capital and lower debt, we maintain our Outperformer rating on PRIL with a price 
target of Rs408.  

KEY TAKEAWAYS OF POST EARNINGS CONFERENCE CALL 
•  The focus from here on would be more on calibrated growth and focus on limited formats. While PRIL plans to add 

2.5m-3m sq. ft. of retail space annually for the next couple of years. The focus would remain on the key formats like 
Big Bazaar (~30 stores to be added in FY10), Central (6 outlets), Pantaloons (14 outlets) and Brand Factory. Overall 
growth is expected to pick up with same store sales now nearing 10%.  

•  With a view to improve upon the profitability in the business, PRIL is increasing the private label contribution to 
the overall sales (foods in particular). PRIL is launching community staples under the brand Ekta (45 SKU 
launches). PRIL is also expected to launch private label toothpaste in the near future.  

•  PRIL’s investment in retail business is at Rs1800/ sq. ft. towards working capital and Rs1800/sq. ft. towards fit outs 
and deposits. The investments are expected to drop (Rs400-450/sq. ft. of savings on inventory)  

•  Efforts towards inventory management have already begun. PRIL has cut down on number of warehouses to 7 large 
DCs and Warehouse Management System has been implemented across all the DCs. Also 50% of the SKUs have 
moved to Auto Replenishment System and post SALE fill rates have improved to 3-4 days from 3 weeks earlier.  

•  PRIL has during the year increased the investments by over Rs3.5bn, with substantial investments going towards 
Home Solutions, Future Generali (Rs1bn) and acquisition of 2 properties (Rs1.3bn over 2 years). Future Logistics 
has got into self funding mode and PRIL has no plans to increase its investments in other subsidiaries like Future 
Media, Future Knowledge, Future Brands, etc, 

•  Amongst the various subsidiaries of PRIL, Future Logistics, Future Knowledge Services and Future Learning and 
Development are shaping up well. On the other hand, PRIL has scaled down its operations under Future Bazaar, 
Future Media, telecom business, etc.  
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•  Home Solutions business is expected to breakeven, as same store sales show signs of improvement and PRIL reduces 
its exposure to low margin electronics business.   

•  PRIL would likely restructure the business into three parts – retail group, financial group and retail support business 
group 

•  PRIL is scouting for fund raise for retail business growth, deleveraging the balance sheet and funding of non retail 
subsidiaries. While substantial portion of the incremental growth funding requirement would be met internally, 
PRIL needs Rs12bn of capital for growth and deleveraging the balance sheet (bring debt equity ratio below 1x). 
PRIL is also in talks with financial investors, likely at the holding company level. 

•  PRIL is looking for a strategic partner (potentially with global retailers like Carrefour) for the value retail business. 
PRIL may look at demerging the Big Bazaar operations to unlock value. On the other hand, PRIL would also divest 
part of its stake in non retail ventures to de-risk the balance sheet of retail business 

Increasing share of value retail Sales per sq. ft 
 

Source: Company 

Inventory levels Same store sales growth 
 

Source: Company 
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Performance of subsidiaries 

Subsidiary PRIL's stake (%) Revenues (Rs m) EBITDA % Capital Employed (Rs m) 
Future Capital 54.8 1360            31.5  12170 
Home Solutions Retail 66.9 10710             (3.4) 6740 
Future Agrovet 96.2 3910              0.4  610 
Future Logistics 94.2 1940              5.3  350 
Future Brands 76.3 190              1.7  150 
Future Media 84.2 460           (13.0) 420 
Future Knowledge 100 470              3.0  450 
Future Learing & Development 100 50            21.9  330 
Future E-commerce infrastructure 72 1180           (20.5) 540 
Winner Sports Limited 100 330              5.9  430 
Source: Company 

PRIL’s SoTP valuations 

  Basis of valuation Entity valuations (Rs m) Per share value 
Standalone retail operations 8x EV/E FY11E 82,453 459.6 
Home Solutions Capital Employed 1,180 6.6 
Future Logistics 90% stake valued strategic value attached by Li Fung 4,320 24.1 
Future Capital 55% holding - current market cap 9,912 55.3 
Other subsidiaries Capital Employed 3,997 22.3 
Total Entity valuation   101862.6 568 
Less Net Debt - standalone   28719.6 160.1 
Equity value   73143.0 408 
Source: IDFC SSKI Research 

Quarterly results 

Rs Mn Q4FY08 FY08 Q1FY09 Q2FY09 Q3FY09 Q4FY09 FY09 FY10E FY11E 
Net Sales 13,814 50,478 15,112 15,257 16,421 16,627 63,418 81,490 103,152 
%yoy 35.5 56.0 39.1 24.4 21.2 20.4 25.6 28.5 26.6 
Operating profit 1411.5 4,594 1548.8 1573.1 1730.2 1832.3 6,683 8,324 10,307 
EBITDA % 10.2 9.1 10.2 10.3 10.5 11.0 10.5 10.2 10.0 
Net Interest 655 185  684 742 847 910 3180  3500  3519 
Depreciation 254 834 319 325 369 388 1401 1779 2093 
Other Income 1 38 12 15 16 18 61 100 140 
Profit before tax 503.6 1944.7 557.5 522.1 530.3 552.4 2163.1 3145.4 4835.0 
Tax 178.3 697  195.7 186.7 186.4 185.0 754  1054  1620 
PAT 325.3 1248.2 361.8 335.4 343.9 367.4 1409.3 2091.7 3215.3 
%yoy 73.7 4.1 21.9 6.2 7.1 12.9 12.9 48.4 53.7 
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