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Robust top-line trends in Q2 and over the first half of Q3
Q2 FX-n growth (c.9%) and LFL both beat expectations
This morning ITX unveiled H1 sales of EUR12.8bn (+c.7% reported and FX-n) pretty
much in line with expectations. In Q2 alone, the top line increased by 8% reported but
FX-n growth of c.9% topped estimates (c.8%e), implying only a slight sequential
deceleration over the second half of the quarter (BG: +8%e) after the 9.5% FX-n
reported between 1st May and 7th June. In H1, LFL amounted to 5% and also beat
expectations (CS: c.3%e), calling for a c.7-8%e performance in Q2 after c.2%e in
Q1 (note that ITX does not report LFL on a quarterly basis). We assume that new
space contribution may have been lower than we anticipated (c.2% vs. 3% expected).
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In Q2, the GM contracted by 30bp to 54.5% (CS: 54.8%e) after +70bp in Q1, largely
due to FX that dragged down profitability this quarter after having been a margin
enhancer in Q1. We do not assume a negative impact from promotional activity during
the quarter, echoing management’s sayings during the Q1 results confcall.
Further to the opex decline of 13% post-IFRS 16 (+6% pre-IFRS16), EBIT came in at
EUR1.061bn (+14%), representing an 80bp-margin expansion to 15.4% (CS: 15.8%e).

Very healthy inventory levels (-1.1pp to 9.9%)
ITX maintained healthy inventory levels which decreased by 1.1pp to 9.9% of sales
rolling 12M, confirming ITX’s robust top-line trends, combined with the group’s
flexible supply chain strategy that relies on: enhanced demand-prediction abilities,
fast turnover in stores and limited volumes per collection to mitigate the risk of unsold
items/markdowns.

No slowdown in current trading: +8% FX-n over 1st Aug to 8th Sep
ITX seems to be relatively spared from volatile apparel markets across Europe over
recent weeks, since the Spanish fashion group reported 8% FX-n growth between 1st
August and 8th September.
Consequently, ITX reiterates its FY19 LFL guidance range of +4-6% (H1: +5%) whilst
the CS remains in the lower end of that corridor prior to today’s publication.
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Bryan Garnier stock rating system
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating
BUY

NEUTRAL

SELL

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from
the publication of a recommendation. This opinion is based not only on the FV (the potential upside based on valuation),
but also takes into account a number of elements that could include a SWOT analysis, momentum, technical aspects or the
sector backdrop. Every subsequent published update on the stock will feature an introduction outlining the key reasons
behind the opinion.
Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors.
This view is intended to be temporary. It may reflect different situations, but in particular those where a fair value shows
no significant potential or where an upcoming binary event constitutes a high-risk that is difficult to quantify. Every
subsequent published update on the stock will feature an introduction outlining the key reasons behind the opinion.
Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months
from the publication of a recommendation. This opinion is based not only on the FV (the potential downside based on
valuation), but also takes into account a number of elements that could include a SWOT analysis, momentum, technical
aspects or the sector backdrop. Every subsequent published update on the stock will feature an introduction outlining the
key reasons behind the opinion.

Distribution of stock ratings
BUY ratings 50%

NEUTRAL ratings 42,4%

SELL ratings 7,6%
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Bryan Garnier
shareholding in Issuer

Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier
Group”) has a shareholding that, individually or combined, exceeds 5% of the paid up and
issued share capital of a company that is the subject of this Report (the “Issuer”).
The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one
or more members of the Bryan Garnier Group.
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Financial interest

A member of the Bryan Garnier Group holds one or more financial interests in relation to the
Issuer which are significant in relation to this report
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Market maker or
liquidity provider

A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities
of the Issuer or in any related derivatives.
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Lead/co-lead manager

No

6

Investment banking
agreement

7

Research agreement

In the past twelve months, a member of the Bryan Garnier Group has been lead manager or
co-lead manager of one or more publicly disclosed offers of securities of the Issuer or in any
related derivatives.
A member of the Bryan Garnier Group is or has in the past twelve months been party to an
agreement with the Issuer relating to the provision of investment banking services, or has in
that period received payment or been promised payment in respect of such services.
A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the
production of this Report.
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The investment analyst or another person involved in the preparation of this Report has
received or purchased shares of the Issuer prior to a public offering of those shares.
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Analyst receipt or
purchase of shares in
Issuer
Remuneration of analyst

The remuneration of the investment analyst or other persons involved in the preparation of
this Report is tied to investment banking transactions performed by the Bryan Garnier Group.

No

10

Corporate finance client

No

11

Analyst has short
position

In the past twelve months a member of the Bryan Garnier Group has been remunerated for
providing corporate finance services to the issuer or may expect to receive or intend to seek
remuneration for corporate finance services from the Issuer in the next six months.
The investment analyst or another person involved in the preparation of this Report has a
short position in the securities or derivatives of the Issuer.

12

Analyst has long
position

The investment analyst or another person involved in the preparation of this Report has a long
position in the securities or derivatives of the Issuer.
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Bryan Garnier executive
is an officer

No

14

Analyst disclosure

15

Other disclosures

A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of
such person’s household, is a partner, director, officer or an employee of, or adviser to, the
Issuer or one of its parents or subsidiaries. The name of such person or persons is disclosed
above.
The analyst hereby certifies that neither the views expressed in the research, nor the timing
of the publication of the research has been influenced by any knowledge of clients positions
and that the views expressed in the report accurately reflect his/her personal views about
the investment and issuer to which the report relates and that no part of his/her remuneration
was, is or will be, directly or indirectly, related to the specific recommendations or views
expressed in the report.
Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the
recommendation/rating, price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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