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Macro Outlook
Food Retail Market



• Following a strong recovery
in 2017 and turbulence in
spring 2018, economic
growth is set to slow but to
stay around 5% in 2018 and
2019.

• The uncertainties
surrounding the early
elections in June, as well as
persisting regional
geopolitical tensions, create
risks.

• The exchange rate remains highly volatile, with the lira depreciating substantially recently despite a significant
increase in the policy interest rate, and consumer price inflation is far above target. Disinflation is projected to be
slow.
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Rising food inflation supports growth of Turkish food retailers
• Food inflation is a quite tricky for retailers. There are two angles to it and it depends on what direction

the industry is headed in. In emerging markets and with lower level of competition, rising food inflation
comes as a support for food retailers, driving higher basket growth and the top line. If competitive
pressure is low, all retailers are likely to pass on prices to consumers.

• However, if modern food retail penetration is high and competition intense, retailers try to take
advantage of high inflation periods to undercut competition and gain traffic to their stores.

Macro Outlook
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MIGROS 
Company Overview

• The pioneer of organized retailing in Turkey, Migros today offers spacious stores in a wide 
range of formats and locations whose vast selection of cosmetics, stationery, glass and 
kitchenware, electronic appliances, book, textiles, and other items along with groceries 
and other necessities give it the ability to satisfy the shopping needs of its customers. 

Source: https://www.migroskurumsal.com/en/Icerik.aspx?IcerikID=227

https://www.migroskurumsal.com/en/Icerik.aspx?IcerikID=227


MIGROS 
Company Overview

• Wide geograpichal 
coverage on all over the 
Turkey (81 cities out of 
81)

• Operates 3 countries 
(Turkey, Macedonia, 
Kazakhstan)

• Wide variety of stores for 
differant target customers 
(Migros, MacroCenter, 
Kipa, Migros Toptan, 
Ramstore)

• 2011 stores in total 

Source: https://www.migroskurumsal.com/en/Icerik.aspx?IcerikID=220

«Investor Presentation – 2Q 2018 Management Presentation»

https://www.migroskurumsal.com/en/Icerik.aspx?IcerikID=220


MIGROS 
History / Shareholder Status

• Migros was established in 1954 (as a joint venture 
between Swiss Migros & Istanbul Municipality/State 
Institutions).

• Throughout its history, the company had 5 different 
ownership structures.

• Ownership changes did not interfere with the long 
established Company operating principles and 
management. Source: https://www.migroskurumsal.com/en/Icerik.aspx?IcerikID=220

«Investor Presentation – 2Q 2018 Management Presentation»

https://www.migroskurumsal.com/en/Icerik.aspx?IcerikID=220


Financial Structure
Debt
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• We can easily observe that L/T Debts are much more than S/T Debts which is 
preferable. Debt amount is nearly stable to support its operations. 

• Capital structure is composed of two parameters: one is equity another is debt. 
Migros is supporting its financials with debt roughly three times more than equity. 
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Financial Structure
Liquidity
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• Fix Assets > Long Term Financing which is 
unpreferable because, the company needs to 
support remaining parts with short term 
financing.  (If company’s expecting that interest 
rate will decline then this position can be 
meaningful)

• Liquidity ratio which is NLF / WCR is not 
meaningful because both parameters are 
negative. Negative WCR often arises when a 
business generates cash so quickly that it can 
sell a product / service to the customer before 
it has had to pay its bill to the vendor. So, (-) 
WCR is reasonable for retail sector.



Financial Structure 
Operational Efficiency
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• From 2015 to 2017, Migros’s operational 
efficiency is increasing. Negative numbers are 
not meaningful because of WCR increase. 
(WCR is negative)

• From 2013 to 2017, cash to cash period is 
stable and negative which is good for the 
company. 



Financial Structure 
Operational Efficiency
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• Regular trend is available between these 
two rivals. Migros’s cash to cash period is 
better than BIMAS because of shorter 
collection period.



Financial Structure 
Profitability
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Financial Structure 
Profitability
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• 2016’s ROE was so bad and shareholders are 
not satistifed due to low margins.But in 2017 
it catched %100.



Financial Structure 
Profitability Peer Comparison
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Financial Structure 
Profitability Peer Comparison
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• Due to low financial leverage, BIMAS’s 
ROE performance did not changed in 
2017 on the contrary of  Migros.  Taking 
too much risk could create bad result for 
the company in long term.  



Financial Structure 
Cash Flow Summary
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Stock Valuation
Snapshot



Stock Valuation
DCF

• To reflect our revised EBITDA estimates, we raise our DCF-driven target price to TRY27 
from TRY16,16. In our DCF model, we adopt a FCFE method and adjust net profits 
according to non-cash FX losses of the company. We continue to employ a cost of equity 
of 18.3x for 2018, derived from 12.25% risk free rate and 5.5% equity risk premium. As 
we expect deleveraging in the company’s balance sheet long term, our levered beta 
estimate eases each year. Our current DCF valuation indicates a 12-month target price of 
TRY27, implying a lucrative 67% upside potential.



Stock Valuation
Investment Thesis

• Migros is the main beneficiary of the on-going consolidation in 
Turkey’s retail sector as it is the biggest national supermarket chain 
excluding hard discounters. The company has acquired Kipa, Uyum
and Makro supermarket chains in the past 1.5 year. The company’s 
inorganic growth strengthens the purchasing power of Migros due to 
increasing scale. 

• Loss-making Kipa registered outstanding recovery in profitability after 
Migros’ take over. We expect further improvement in margins once 
the merger process is finalized in 2018. We estimate 30bp y-y 
improvement in consolidated EBITDA margin for Migros. Our 
estimate indicates 23% y-y increase in EBITDA in 2018.



Stock Valuation
Catalyst

Catalysts

• High food inflation supports the company’s like-for-like growth and 
new store openings further contribute to top-line growth. 

• Possible new acquisitions, asset sales (particularly Kipa’s real estates) 
may act as catalysts for share price in the medium term.



Risks

Risk to our call

• Migros had EUR600m short FX position as of 31 October  2018. Thus, the 
bottom-line of Migros is very sensitive to changes in EUR/TRY parity. 

• Depreciation of TRY against EUR is a downside risk. Other downside risks are 
lower food inflation, higher minimum wage increases, lower store openings 
and stiffer competition. 

• Separately, BC Partners announced that it plans to sell its remaining Migros
shares in the short to medium term, creating an overhang risk on Migros’s
share price.



Conclusion

• In our view, those FX risks are already priced by the market & overall the next two-
three quarters will be a period of strong top-line growth for food retailers in Turkey, 
aided by high food inflation levels. We can use that in the presentation

• A slowdown in economic growth dampens overall growth prospects, but with food 
retail being defensive, we see minimal impact on consumption levels. A high inflation 
environment also helps drive higher gross margin.

• Over the years Migros has invested in private labels, aimed at keeping prices 
competitive with respect to discounters, which we believe lends some support to 
Migros’ store traffic.

• Also with the Kipa merger there is also an inorganic growth potential. The merger was 
completed at the end of August and management expects a positive impact by the 
synergies to be visible next year.


