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• We attended a retail summit over the weekend where 
differentiation was key agenda item for discussion. Almost all 
retail CEOs present held a very positive medium term (3-5 years) 
outlook on sales and earnings. We reiterate our views that 
organized retail growth could well sustain sales growth of over 
35% for the next 6-8 years. Current valuations for key domestic 
retailers (Shopper’s Stop and Pantaloon) under our coverage 
appear reasonable and we expect appreciation of more than 20% 
in the next 6-9 months.   

• Most retailers present at the forum were cognizant that hyper 
competition would set in after 4-5 years and standardization would 
result in diminishing returns. To address this challenge they are 
adopting flexible and innovative business strategies in terms of 
products categories and delivery/retail formats.  

• Participation from mall developers at the forum was much more 
widespread and we expect addition of nearly 125-150 mln square 
feet of retail space over next 5 years. International REIT 
companies such as General Growth Properties – USA and 
Capitaland - Singapore are also increasing their scope of 
participation in the market. 

• Considering current consumption trends and growth patterns 
several tier 2 and tier 3 towns are also now receiving significant 
attention from nearly all modern retailers. Plastic card spends in 
these towns have seen a growth of  80% over last 3 years nearly 
the same as those seen in metro cities. 

 
Valuations of Indian retail stocks 
 Mkt cap   P/E (x) P/B (x) EV/EBITDA (x) 
 (US$ MM) Rating Target price (Rs) 2007E 2008E 2007E 2008E 2007E 2008E 
Pantaloon 912 OW 2,475 33.1 20.4 6.9 5.3 23.4 14.9 
Shopper’s Stop 381 OW 670 44.1 24.8 5.5 4.6 25.8 15.1 
Trent* 278 NR NA 34.9 25.4 3.9 3.3 27.3 23.2 
Source: * IBES estimates for Trent; JPMorgan estimates for others.  
Note: (1) Year-end June for Pantaloon, March for Shopper’s Stop and Trent. 
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Yo! Sushi is a Japanese restaurant which was started in Poland Street, Soho, London 
by rockstage designer Simon Woodroffe. The restaurant differentiated itself by 
offering a completely new eating experience. Food on conveyors belts, talking robots 
and plasma screens set the evolutionary tone.  

We attended the India Retail Summit in Mumbai over the weekend which 
attracted participation by nearly 2,500 delegates. The large participation at the 
conference is in line with the rapid growth seen in the sector over past three 
years. Differentiation was the key underlying theme for the summit. Several 
important thought leaders, CEOs (including those from Reliance Retail) and 
international delegates were present at the conference.  The mood at the summit 
and of the CEOs present was very optimistic and helped in reaffirming our view 
that the sector could well sustain growth of 35% over next 6-8 years. Some of 
our important takeaways from the conference are as follows 

Differentiation, next important agenda 
The agenda for the summit was clearly set in the keynote address by Bhaskar Bhat, 
Managing Director, Titan Industries that retail players will clearly have to be 
innovative in there strategies in order to gear up for competitive times. Most CEOs 
who presented at the forum or those we met in person indicated that adopting flexible 
business strategies would be key to meet competitive challenges beyond the medium 
term. There was widespread recognition of the fact that standardization could result 
in diminishing returns.  Setting up flagship stores and joint ventures with 
international companies continues to remain important differentiation agenda for 
retailers.  Most mall developers in India are now also thinking of destination formats 
in excess of 0.5 million square feet and market cities which are different from 
conventional box formats of shopping. Several retailers are working on convergence 
model i.e. delivering the product in person , online and on the phone. Innovative 
retail concepts such as  Steel Junction - Tata Steel and Trust Diabetic (specialised 
pharmacy store) have also received encouraging response from consumers.  

Widespread participation by real estate and REIT companies 
Real estate and mall developers clearly made there presence felt at the summit. In 
fact the key sponsor of the summit was Kshitij (a Pantaloon group company) which 
is engaged in developing nearly 15 million square feet of retail space. Some of the 
other important mall developers present at the summit were DLF Retail , Inorbit 
Today Homes, and Suncity Projects. We expect addition of nearly 125-150 million 
square feet to the existing 30 mln square feet of retail space over next 5 years. There 
could be upside to these numbers if Reliance’s retail plans are known with much 
more clarity. Several international real estate and reit companies such as General 
Growth (USA) and Capitaland (Singapore) also participated at the summit indicating 
the importance of Indian markets in global scheme of things. 

Table 1: Key retail mall developer plans over next 4 years  
Real Estate Company Promoter Area 
  Mln Sq. Ft 
Kshitij Investment Advisory Pantaloon Group 16 
DLF Retail DLF Group 15 
Suncity Projects Essel, Action and Odeon Builders 15 
Forum Prestige Group 3 
Inorbit K Raheja Group 2 
Source: Company, Retail Summit 
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Increased focus on Tier 2 and Tier 3 towns  
With retail penetration in metro towns exceeding 15-20% increasingly domestic 
retailers are looking at Tier 2 and Tier 3 towns for longer term growth. If plastic card 
spends are any proxy, 80% growth seen in these towns over at least 3 years was 
nearly in line with seen in metros.  ICICI Bank expect the current credit card base of 
20 mln credit cards would expand to 75 million over next 4 years and bulk of this 
growth would be contributed by individuals from lower income class and smaller 
towns.    

Table 2: Growth in Credit Card Spends 
Year Tier 1 Tier 2  Tier 3 
2003-04 54% 57% 60% 
2004-05 303% 151% 120% 
2005-06 12% 79% 60% 
Source: ICICI Bank 
 
Reiterate our positive stance for Indian retailers 
We had highlighted earlier at the beginning of the year that organized retailing could 
well sustain a growth of more than 35-40% for the next 6-8 years and the summit 
reinforced our view. The scale that industry could achieve in the next 5-10 years was 
major area of discussion.  Almost all CEOs present at the discussion held a very 
positive outlook on growth in the medium term.  We maintain our positive stance on 
both Indian retailers Pantaloon and Shopper's Stop. We believe valuations have 
consolidated for these stocks in the past six months and healthy growth in same store  
and margins could drive further performance with upside of more than 20% over 
next 6-9 months. 
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Table 3: Comparative valuations 
 Mcap P/E (x) Div. yield (%) ROE (%) EV/EBITDA (x) 
 US$mn 2006E 2007E 2006E 2007E 2006E 2007E 2006E 2007E 
North America          
Dillard's* 2,508 22.3 21.1 0.5% 0.6% 3.9% 3.9% 6.7 6.5 
Federated * 21,965 10.3 6.5 2.5% 2.6% 10.9% 15.0% 8.2 6.7 
J.C. Penney* 14,616 15.4 13.7 1.0% 1.0% 22.7% 23.2% 7.4 6.8 
Kohl's * 21,451 22.9 19.1 0.0% 0.0% 16.1% 17.2% 10.8 9.2 
Nordstrom* 10,201 17.7 15.7 1.1% 1.1% 29.0% 28.1% 8.1 7.6 
Saks Inc* 2,106 48.5 26.1 0.0% 0.0% 0.9% 3.5% 7.8 7.2 
Sears* 23,241 20.4 16.6 0.0% 0.0% 10.3% 13.0% 6.4 5.8 
BJ's 1,745 15.2 11.9 0.0% 0.0% 12.2% 12.6% 11.0 9.6 
Costco 22,757 21.0 18.6 0.9% 0.9% 12.5% 13.1% 20.0 18.0 
Target 44,008 16.3 13.9 0.8% 0.8% 17.7% 18.5% 9.4 8.3 
Wal Mart 197,987 16.8 14.9 1.4% 1.4% 19.6% 19.4% 9.3 8.4 
Europe          
Ahold 14,598 15.4 12.9 0.0% 0.0% 14.9% 16.1% 6.7 6.1 
Carrefour 39,921 18.2 16.5 2.9% 3.2% 21.3% 20.2% 8.4 7.8 
Casino 8,703 16.0 14.6 4.7% 4.7% 9.8% 10.0% 8.0 7.7 
Delhaize 7,075 14.3 12.7 1.8% 1.9% 11.6% 11.9% 5.8 5.5 
Metro 17,150 16.6 14.7 2.3% 2.3% 17.0% 17.2% 7.4 6.8 
Tesco* 51,290 16.8 15.2 2.4% 2.7% 17.0% 17.2% 9.7 8.8 
Asia           
Lianhua  651 15.9 11.7 1.6% 2.1% 15.4% 17.7% 5.3 4.1 
Wumart 931 28.8 22.3 0.7% 0.7% 17.2% 18.8% 16.3 12.7 
Pantaloon 912 33.1 20.4 0.5% 0.7% 22.9% 29.4% 23.4 14.9 
Trent* 278 34.9 25.4 0.9% 1.0% 12.9% 15.7% 27.3 23.2 
Shoppers Stop 381 44.1 24.8 0.3% 0.5% 12.6% 18.7% 25.8 15.1 
FEDS 501 32.4 22.8 3.3% 1.8% 2.7% 3.8% 5.3 4.5 
PCSC 1,928 16.6 13.3 4.9% 5.1% 24.0% 28.0% 10.7 10.5 
7-11 731 11.3 10.9 4.4% 4.7% 30.5% 27.5% 4.8 4.6 
Big C  815 14.9 13.6 4.2% 4.5% 15.0% 15.2% 6.0 5.6 
Siam Makro 456 12.8 11.2 6.3% 7.2% 15.3% 17.1% 5.5 4.9 
Robinson 334 14.7 12.3 3.5% 4.1% 23.9% 23.8% 8.0 6.6 
Hyundai Department  1,676 8.4 8.0 0.9% 1.0% 16.5% 15.2% 9.6 8.6 
Lotte Shopping 11,351 15.4 12.2 0.2% 0.2% 9.6% 10.9% 12.4 9.7 
Source: JPMorgan estimates. 
Note: (1) * IBES estimates (2) For January-, March- and June-end financial years, estimates for 2006 are FY07 estimates.  
 

 



 
 

5 

Asia Pacific Equity Research 
12 September 2006

Vijay Chugh 
(91-22) 6639-3001 
vijay.chugh@jpmorgan.com 

Companies Recommended in This Report (all prices in this report as of market close on 12 September 2006) 
Pantaloon Retail (India) Ltd (PART.BO/Rs1,580.00/Overweight), Shopper's Stop Ltd (SHOP.BO/Rs510.50/Overweight) 

Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Client of the Firm: Pantaloon Retail (India) Ltd is or was in the past 12 months a client of JPMSI.  
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Pantaloon Retail (India) Ltd (PART.BO)  Price Chart

OW Rs2,475

Source: Reuters and JPMorgan; price data adjusted for stock splits and dividends.
Initiated coverage Mar 27, 2006. This chart shows JPMorgan's continuing coverage of this stock; the current analyst may
or may not have covered it over the entire period.  As of Aug. 30, 2002, the firm discontinued price targets in all
markets where they were used. They were reinstated at JPMSI as of May 19th, 2003, for Focus List (FL) and selected Latin
stocks.  For non-JPMSI covered stocks, price targets are required for regional FL stocks and may be set for other stocks
at analysts' discretion.
JPMorgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Shopper's Stop Ltd (SHOP.BO)  Price Chart

OW Rs670

Source: Reuters and JPMorgan; price data adjusted for stock splits and dividends.
Initiated coverage Mar 27, 2006. This chart shows JPMorgan's continuing coverage of this stock; the current analyst may
or may not have covered it over the entire period.  As of Aug. 30, 2002, the firm discontinued price targets in all
markets where they were used. They were reinstated at JPMSI as of May 19th, 2003, for Focus List (FL) and selected Latin
stocks.  For non-JPMSI covered stocks, price targets are required for regional FL stocks and may be set for other stocks
at analysts' discretion.
JPMorgan ratings: OW = Overweight, N = Neutral, UW = Underweight.
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Explanation of Equity Research Ratings and Analyst(s) Coverage Universe:   
JPMorgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector 
and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying analyst(s) coverage universe.  
  

  

Coverage Universe: Vijay Chugh: Arvind Mills Limited (ARMI.BO), Hindustan Lever Limited (HLL.BO), ITC Limited (ITC.BO), 
McDowell & Company Limited (MCDO.BO), Pantaloon Retail (India) Ltd (PART.BO), Raymond Limited (RYMD.BO), Shopper's Stop 
Ltd (SHOP.BO), Tata Tea Limited (TTTE.BO), Zee Telefilms (ZEE.BO) 
  

JPMorgan Equity Research Ratings Distribution, as of July 3, 2006 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

JPM Global Equity Research Coverage 42% 40% 18% 
    IB clients* 44% 47% 37% 
JPMSI Equity Research Coverage 38% 47% 15% 
    IB clients* 62% 57% 47% 

*Percentage of investment banking clients in each rating category. 
For purposes only of NASD/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent JPMorgan research report for an analysis of valuation methodology and risks on any 
securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on the 
front of this note or your JPMorgan representative.  

Analysts’ Compensation:  The equity research analysts responsible for the preparation of this report receive compensation based upon 
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking.  

Other Disclosures 
 

Options related research: If the information contained herein regards options related research, such information is available only to persons who 
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of 
Standardized Options, please contact your JPMorgan Representative or visit the OCC’s website at 
http://www.optionsclearing.com/publications/risks/riskstoc.pdf.  
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