Thursday, June 28, 2018
FUTURE RETAIL CMP:RS 541 TRGT:RS 625 TIME HORIZON: 1 YEAR

Future Retall is looking a good buy as solid execution is expected to continue from the company, post
consistent double-digit SSSG for Big Bazaar in last 2 years (last 8-quarter average SSSG of 13.9%),
hefty margin expansion (FY16-FY18 EBITDA margin rise of 330bps) and higher RoE of over 20%,
coupled with non-performing formats now complete. Going ahead, strengthening of the everyday
value proposition of Big Bazaar combined with continuing strong apparel sales will help drive
consistent double digit SSSG through FY20. Further, EBITDA margin is set for further expansion with
rising productivity and product mix in Big Bazaar, integration of the hypercity acquisition and reduced
losses in the small format stores. Windfall gains (Rs. 575 crores) from share of profits from the sale of
Future Retail shares by Bharti group in June 2018, combined with over Rs. 1,600 crores cumulative
FY18- FY21 expected free cash flow generation imply that Future Retail will becomes debt free by
FY21. Management plans to expand the small-format stores from 668 units in FY18 to 4,000 over the
next 3 to 5 years with a membership based mode. Currently the business has garnered more than 5
lakh members (910 members per active store), with annualized spend of Rs. 35,000 per member,
and clear evidence of the success of this strategy will likely to emerge in FY19 in a big way. On an
estimated EPS of Rs. 21 for FY19, stock is trading at PE 25x, which is quite attractive in light of over

25% PAT CAGR to be seen over FY19-21 and is also at discount to peers like Avenue Supermarts
(PE over 86x and Trent Ltd (PE 77x). Share ruling at Rs. 541 is trading at the lower end of trading
range of 530-590 and can move to Rs. 625 in 1 year.

DISCLAIMER: This is solely for information of clients of Farsight Securities Ltd. and does not construe to be an investment advice. It is also not intended as
an offer or solicitation for the purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your
responsibility alone and Farsight Securities Ltd. its subsidiaries or its employees or associates will not be liable in any manner for the consequences of such
action taken by you. We have exercised due diligence in checking the correctness and authenticity of the information contained in this recommendation, but
Farsight Securities Ltd. or any of its subsidiaries or associates 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 recommendation or any action taken on basis of this information. Technical
analysis studies market psychology, price patterns and volume levels is used to forecast future price and market movements. Technical analysis is
complementary to fundamental analysis and news sources. The recommendations issued herewith might be contrary to recommendations issued by
Farsight Securities Ltd. in the company research undertaken as the recommendations stated in this report is derived purely from technical analysis. Farsight
Securities Ltd. has based this document on information obtained from sources it believes to be reliable but which it has not independently verified; Farsight
Securities Ltd. makes no guarantee, representation or warranty and accepts no responsibility or liability as to its accuracy or completeness. The opinions
contained within the report are based upon publicly available information at the time of publication and are subject to change without notice. The information
and any disclosures provided herein are in summary form and have been prepared for informational purposes. The recommendations and suggested price
levels are intended purely for trading purposes. The recommendations are valid for the day of the report however trading trends and volumes might vary
substantially on an intraday basis and the recommendations may be subject to change. The information and any disclosures provided herein may be
considered confidential. Any use, distribution, modification, copying, forwarding or disclosure by any person is strictly prohibited. The information and any
disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other financial product or instrument. The current
performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will achieve any targeted
rates of return, and there is no guarantee against the loss of your entire investment.

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report)

Disclosure of interest statement — » Analyst interest of the stock /Instrument(s): - No. ¢ Firm interest of the stock / Instrument (s): - No.




