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Another poor quarter likely
No recovery in Q2
After a sluggish Q1 with sales down 3.3% at same FX, Q2 is unlikely to be much better
as we expect Tod’s Group sales to fall 4.5% on a far more demanding comparison basis
(Q2 2018 was up 6.2% after a 1.8% decline in Q1 2018). Retail sales (67% of the group’s
sales) are expected to see another quarter of same-store sales decline with even a
deterioration as we expect retail sales to drop 5% same-store in Q2, implying a 4%
decrease in H1 and implying a clear disappointment for management, which was
expecting a better trend in Q2. While April was poor, May was even worse with June
nevertheless slightly better. The Alber Elbaz capsule collection is only set to arrive in
stores (only 20 stores) in July. We expect a positive space contribution thanks to the
openings of four stores (net of two closures), but these stores are not flagships.
However, space contribution should be close to 5% (we still anticipate a 3% positive
space contribution over the FY). Wholesale sales are set to slow sharply (in line with
the 22% decline in Q1) due to the very challenging environment for this channel, both
in Italy and in other European countries, and the deconsolidation of Italian Touch
(Tod’s Group digital business), which explained 25% of the wholesale sales decline and
this trend should continue in H2 as orders for the Fall/Winter collection are down.

Some deterioration expected in North America
The trend will remain more than challenging in Italy (30% of sales) and in Europe
despite a mixed performance in the region. We even expect the US (8% of sales) to
deteriorate after the 6% decline reported in Q1 as the environment is increasingly
challenging with local clientele (wait and see attitude). Tod’s Group is not the only
group to highlight that the situation in the US is less positive than last year. Greater
China (22% of sales) is expected to remain almost unchanged with more pressure in
HK even if the trend in Mainland China still looks positive.

A new clear margin erosion in H1
In H1, we expect another significant deterioration in profitability as we anticipate a
9.4% EBITDA margin (-500bp) given the deterioration in sales momentum and higher
investments (communication, retail, design, PR or events…) like that for the Alber
Elbaz collection launch. Management is convinced that this is the only way to return
to positive territory. Even though we agree with this, the timing of the recovery is
uncertain! Following more negative than expected H1 profitability, we lower our FY
estimates by 9% and expect a 5.7% EBIT margin over the full year vs 6.6% previously.
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Next Catalyst : H1 results to be released on 7th
August
Last rating Change:

Sell recommendation maintained, FV at EUR35 vs EUR38

2019-5-10, Worse than expected!

We remain at Sell on the stock given still poor prospects and very limited visibility on
the short and medium terms. Following our new FY estimates, our new Fair Value
stands at EUR35 vs EUR38.

Last FV Change:
2019-5-10, Worse than expected!
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2019-5-10, Worse than expected!
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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 50,9%

NEUTRAL ratings 42,3%

SELL ratings 6,7%
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