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Growing sales, but weakening profitability Consumer Staples | Estonia
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Company Update

Estonian retailer Tallinna Kaubamaja reported a 4.5% increase in 4Q'20 sales thanks to the continiously good performance of Selver supermarket chain,
reinforced by ABC supermarkets acquisition. Revenues of other segments, such as department store and fotwear, suffered due to lockdowns (-7.7% and -28.4%
respectively), while automotove segment saw its sales decrease as a result of supply chain disruptions. Company's operating income declined by a sharp 47%,
suppressed by higher personnel expenses (number of employees increased by 14% yoy) and depreciation costs. However, operating cash flows in FY2020
remained healthy. Net profit also experienced a sharp decline, almost halving during 4Q'20 due to above-mentioned cost factors and several one-offs (e.g.
income tax adjustment). Earnings decline negatively affected margins and capital profitability, making the company to look pale as compared to own 3Y
historical average. However, we believe this is a temporary phenomenon caused by integration of ABC supermarkets and lockdowns, which nevertheless might
still weight on the results of the next quarter.
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Balance sheet & Cash flow

last Q-1 Q-2 Q-3 LTM 2019 2018 last Q1 Q2 Q-3 LTM 2019 2018
Equity / Assets ratio 37% 36% 35% 35% 36% 44% 55% Cash Flow to Debt 0.27 025 021 027 025 032 057
Debt / Equity ratio 120% 131% 143% 123% 129% 90% 42% CAPEX |/ Sales 10% 3% 25% 19% 15% 7% 6%
Cash ratio 0.21 020 017 032 022 030 0.32 FCF/OCF 42% 41% 34% 65% 46% 73% 90%
Valuation
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