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P
revious R

etail &
 A

pparel Investm
ents

D
C

M
’s R

etail Portfolio H
asn’t Been Perform

ing W
ell

(in $ m
illions, unless noted)

R
easons for Poor Perform

ance?

S
ource: D

C
M

 R
eports, C

om
pany filings.

H
istorical D

C
M

 R
etail Portfolio O

verview

▪
O

ff-price apparel and hom
e fashions retailer operating through M

arm
axx, 

H
om

esense, TJX
 Stores

▪
D

esigns, m
anufactures and m

arkets sports equipm
ent and apparel

▪
O

ne of m
ajor clients w

ent bankrupt 
▪

Filed for C
hapter 11 bankruptcy in O

ctober 2016

▪
O

m
nichannelretailer operating through departm

ent stores that thrived in retail 
boom

 focusing on apparel, cosm
etics, hom

e, and other goods 
▪

Thesis depended on real estate m
onetization through closing of non-core stores

▪
Thesis w

as m
aterializing but overall pessim

ism
 ignored these developm

ents  
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W
hat D

id These H
oldings H

ave In C
om

m
on? 

W
e S

hould Learn From
 O

ur P
revious R

etail H
oldings

(in $ m
illions, unless noted)

N
eed To M

ove Aw
ay From

 Traditional R
etailers Like M

acy’s W
ho O

verbuilt D
uring R

etail Boom

S
ource: C

om
pany filings, D

C
M

 A
nnual R

eport, C
N

B
C

.

O
verbuilt during 
R

etail Boom

W
hat W

as Fundam
entally W

rong w
ith M

acy’s?
PSG

?

O
lder Stores N

eglected
H

eavy D
iscounting

Brands Pull O
ut 

Poor Sales in C
lass B/C

 
Locations 

R
esources Tied U

p

O
ver-levered

Sales Too C
oncentrated In 

C
lients

M
issed Filing

D
C

M
 Annual R

eport 14’: Intended to Sell Since Bull C
ase R

eached

D
ecreased G

uidance

Bankruptcy
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Investm
ent C

riteria
5 M

ain Investm
ent C

riteria 

Select An Attractively Priced R
etailer W

ith These Fundam
entals

S
ource: C

om
pany filings.

E
xclusive U

nique B
rands

✓
Strong brand loyalty, ideally exclusive offerings 

✓
A strong brand is the best protection from

 online threats

S
tore D

ensity

2 1

Financial Flexibility

3

G
row

th O
pportunity

4

A
ttractive P

rice

5

✓
Low

 store density ideal to prevent self-cannibalization & 
inefficiencies

✓
Ability to rem

odel stores, invest in expansion or other 
opportunities; shouldn’t have your capital tied up

✓
Ability to expand and penetrate new

 m
arkets either 

geographically or through new
 channels

✓
W

ant an attractive valuation
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C
onsum

ers D
iscretionary O

pportunities

(in $ m
illions, unless noted)

W
ant To C

ontinue C
apturing H

igh G
row

th Areas In C
onsum

ers

S
ource: P

w
C

, M
cK

insey, C
om

pany filings.

4.4%

3.7%
3.5%

3.4%
3.2%

2.6%

M
edia &

 E
ntertainm

ent
C

lothing
Food

R
etailing

C
osm

etics &
 P

ersonal
C

are
A

utom
obiles

Looking to C
ontinue Investing in H

igh G
row

ing Sectors of C
onsum

er D
iscretionary

Fastest G
row

ing S
egm

ent A
side From

 E
ntertainm

ent Is Fashion
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C
onsum

ers D
iscretionary O

pportunities

(in $ m
illions, unless noted)

D
C

M
 Should Look Into Affordable Luxury O

ptions

S
ource: M

cK
insey, C

om
pany filings.

A
ffordable Luxury S

egm
ent O

ffers H
igh G

row
th 

W
ithin C

lothing, Affordable Luxury O
ffers H

ighest G
row

th O
pportunities 

1.0%

3.5%

2.5%

2.0%

3.0%

2.5%

Luxury
A

ffordable Luxury
P

rem
ium

/B
ridge

M
id-M

arket
V

alue
D

iscount
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Shift in spending pow
er to m

illennials w
ho 

value quality & uniqueness but have negative 
perceptions tow

ards super high-end

A
ffordable Luxury

(in $ m
illions, unless noted)

C
onsum

er Trends & Perceptions W
ill Spur G

row
th in Affordable Luxury Segm

ent

S
ource: Forbes, M

cK
insey, C

om
pany filings.

W
hat Are The D

ifferent C
ategories W

ithin Apparel?

Trend Tow
ards A

ffordable Luxury D
riven B

y M
illennials

Trend Tow
ards Affordable Luxury D

ue To…

Luxury
Affordable Luxury

Fast Fashion
O

ff-Price / D
iscount

Struggling luxury m
arket & D

iscount M
arket

1

D
ecreasing popularity for the traditional 

“branded luxury product”

Luxury Buyers Sw
itching D

ow
n,

M
any Fast Fashion Buyers Sw

itching U
p

2

M
en’s jeans basket: 

>$315
M

en’s jeans basket: 
$156-$315

M
en’s jeans basket: 

$41-$95
M

en’s jeans basket: 
$20-$40

Affordable Luxury

Fast Fashion
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Investm
ent C

riteria
Investm

ent O
pportunities in A

ffordable Luxury
(in $ m

illions, unless noted)

Aritzia is the m
ost attractive opportunity w

ithin affordable luxury based on previously identified investm
ent criteria

S
ource: C

om
pany filings.

Low
 Store 

D
ensity

Exclusive, 
U

nique Brands
G

row
th 

O
pportunity

Financial 
Flexibility 

Attractive Price



S
E

C
TIO

N
 III

C
om

pany O
verview



11
D

esautels C
apital M

anagem
ent

E
xecutive S

um
m

ary
A B

rief O
verview

(in $ m
illions, unless noted)

S
ource: B

loom
berg, Forbes, C

om
pany filings.

Investors C
lum

ping Aritzia W
ith Traditional Brick & M

ortars, W
hen They Are M

ore C
om

parable 
To M

odern R
etailers Because of:

“Am
azon proof” product m

ix driven by prem
ium

 private label brands

1

Investors Failing to Price in G
row

th Potential
2

M
arket underestim

ating U
.S. store expansion opportunities 

O
nly recently launched e-com

m
erce platform

 to drive grow
th in future

A

Low
-density store portfolio in prem

ier high-traffic locations
B

Strong balance sheet & low
 leverage w

ill prevent them
 

from
 befalling sam

e fate as retail peers
CAB

R
ecom

m
end a BU

Y w
ith a Price Target of $16.90 (45%

 U
pside) 

$1.2B
 M

arket C
ap

P
rice Target: $16.90

Trades at 
42%

 discount to peers 
on 2018E

 E
V

/E
B

ITD
A
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C
om

pany O
verview

B
usiness D

escription and H
istory

A
ritzia

R
evenue B

reakdow
n by G

eography and Segm
ent

▪
Aritzia is a C

anadian w
om

en’s fashion brand

▪
Positioned as an “affordable luxury” product

▪
Founded in Vancouver by C

EO
 Brian H

ill in 1984

▪
Target m

arket is w
om

en aged 14-30

▪
Sells in-house brands such as W

ilfred, Le Fou, TN
A, etc. as w

ell as 
third-party brands like Levi’s, N

ike, M
ackage, and m

ore

▪
W

ent public on the Toronto Stock Exchange in Septem
ber 2016

▪
C

urrently has 81 stores across C
anada and the U

S

(in $ m
illions, unless noted)

R
ecom

m
endation: Buy

S
ource: C

apital IQ
 11/18/2017, C

om
pany filings.

Canada, 
75%

USA, 25%

Valuation Sum
m

ary
2015A

2016A
2017E

2018E
Revenue

427
542

667
756

YO
Y G

row
th %

26.9%
23.1%

13.4%
EBITDA

65.0
85.0

118.0
131.2

YO
Y G

row
th %

30.8%
38.8%

11.2%
EV/Revenue

2.0x
1.8x

EV/EBITDA
11.4x

10.3x

Current Price 
$11.50

Dividend Yield
N/A

52-W
eek High

$18.75
52-W

eek Low
$10.10

Diluted Shares O
utstanding (m

m
)

110.4
M

arket Cap (m
m

)
$1,270

Add: Total Debt (m
m

)
134.5

Add: Value of Preferrred Shares 
-

Add: M
inority Interest

-
Less: Cash &

 ST Investm
ents (m

m
)

56.2
Enterprise Value

$1,348

Public M
arket Overview

Aritzia Inc. (CAD$)

Private 
Label, 90%

3rd Party, 
10%
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M
anagem

ent Team
D

edicated to the C
om

pany

Senior m
anagem

ent team
 w

ith average tenure of over 19 years

S
ource: C

om
pany filings.

B
rian H

ill
Founder, C

hief E
xecutive O

fficer
Tenure: 33 Years

Jennifer W
ong

P
resident, C

hief O
perating O

fficer
Tenure: 29 Years

Pippa M
organ

E
xecutive Vice P

resident, R
etail

Tenure: 25 Years

D
ave M

acIver
C

hief Inform
ation O

fficer
Tenure: 11 Years

D
ave M

acIver
C

hief Financial O
fficer

Tenure: 1 Year /
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H
istorical Financials

S
olid Financial P

erform
ance In P

ast Years
(in $ m

illions, unless noted)

Seeing D
ouble D

igit G
row

th In R
evenue In Past Years

S
ource: C

apital IQ
 11/17/2017, C

om
pany filings.

N
et R

evenue Show
s H

istory of Strong Sales G
row

th –
Even Through the R

ecession (C
AD

)

$0

$100

$200

$300

$400

$500

$600

$700

2007
2008

2009
2010

2011
2012

2013
2014

2015
2016

2017

H
istorical EB

ITD
A G

row
th (C

AD
)

58.3
51.2

70.8

13.4

105.9

$0

$20

$40

$60

$80

$100

$120

2014
2015

2016
2017

LTM

H
istorical SSS G

row
th (%

) 

-4.90%

7.60%

16.70%
14%

-10%

-5% 0% 5%

10%

15%

20%

2014
2015

2016
2017
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Trading D
ow

n S
ince IP

O
Initial D

ecline D
ue to IP

O
 C

oncerns &
 Further D

ecline A
fter S

E
O

(in $ m
illions, unless noted)

U
nderperform

ing S&P R
etail Benchm

ark By 24%

S
ource: B

loom
berg.

P
ositive earnings surprise

N
egative earnings surprise

0 2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

14,000,000

-40%

-30%

-20%

-10% 0%

10%

20%

30%S
ep 16

N
ov 16

Jan 17
M

ar 17
M

ay 17
Jul 17

S
ep 17

V
olum

e
A

TZ
S

&
P

 500 R
etail

-3%

-27%
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0 2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

14,000,000

$7 $9

$11

$13

$15

$17

$19

$21S
ep 16

N
ov 16

Jan 17
M

ar 17
M

ay 17
Jul 17

S
ep 17

V
olum

e
A

TZ

Trading D
ow

n S
ince IP

O
Initial D

ecline D
ue to IP

O
 C

oncerns &
 Further D

ecline A
fter S

E
O

(in $ m
illions, unless noted)

IPO
 and Secondary O

ffering Brought Investors To Q
uestion Share Structure

S
ource: B

loom
berg, C

om
pany filings.

IP
O

 at $16/share

P
ositive earnings surprise

N
egative earnings surprise

Launch shipping 
to 221 countries

S
econdary offering of 

20M
 subordinate shares

A
dded to S

&
P

/TS
X 

Indices

2

S
everal reports released 

bringing attention to dual 
class share structure

A
m

azon announces 
“Prim

e W
ardrobe”

1
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N
egative S

entim
ent O

ver IP
O

R
ecent Increase in D

ual C
lass S

hare S
tructure Listings C

ause C
oncern

(in $ m
illions, unless noted)

S
ource: The G

lobe &
 M

ail, U
B

C
N

ew
s, B

B
N

, C
om

pany filings.

Subordinate Voting Shares (SVS)

▪
25,000,000 Shares at $400 m

illion

1 Share = 1 Voting R
ight

1 Share = 10 Voting R
ights

D
ual C

lass Share Structure From
 IPO

 Issuance

R
ecent Increase in C

anada D
ual C

lass Share Structure Listings Are C
ausing A C

oncern

K
evin O

’Leary
“A C

anadian apparel-retailer w
ith a dual class share structure? 

Are you kidding m
e?”

K
ai Li, U

B
C

 Finance Professor
“The dual-class share structures are quite negative for buyers. 
This is a red flag." 

M
ultiple Voting Shares (M

VS)

▪
All controlled directly or indirectly by 
Selling Shareholders
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N
egative S

entim
ent O

ver IP
O

S
elling S

hareholders H
ave Total C

ontrol
(in $ m

illions, unless noted)

S
ource: The G

lobe &
 M

ail, C
om

pany filings.

$400 m
illion in Proceeds

1 Share = 1 Voting R
ight

D
ual C

lass Share Structure From
 IPO

 Issuance

Investors D
idn’t Like That Selling Shareholders w

ere “C
ashing O

ut” 

H
olding C

om
pany

Shareholders

Founder/C
E

O
Sponsor

Financial R
isk

Purchase Shares, but 
little control

Selling Shareholders

~75%
 of Shares 

~96%
 of Voting R

ights
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S
econdary O

ffering Too S
oon

S
econdary O

ffering H
ad Investors Q

uestion Intentions of M
anagem

ent
(in $ m

illions, unless noted)

Stock D
ow

n 30%
 Since Secondary O

ffering, H
asn’t Been Able To Pick Back U

p

S
ource: The G

lobe A
nd M

ail, B
loom

berg, C
om

pany filings.

Em
phasized the issue of investor control over the com

pany

Large size of Transaction: $20.1M
 in SEO

, and group of ATZ em
ployees sell 1.79SVS

R
elatively H

igh Price: $17.45 a piece com
pared to $16 IPO

 price

“Locked-U
p Arrangem

ents”: D
irectors/ selling shareholders agreed they w

ouldn’t sell additional shares for 180 days “w
ithout prior consent of 

joint book-runners” but instead got the sale approved

R
easons Shareholders D

idn’t Like This: 

S
ep 26 2016                                   Jan 10 2017                                    Jan 26 2017

Secondary O
ffering Sent Stock D

ow
n

IPO
Secondary O

ffering 
Announced (Bought D

eal)
Secondary O

ffering 
C

om
pleted
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W
ill the D

ual C
lass S

tructure A
ctually A

ffect The S
hare P

rice? 
S

everal C
ases O

f S
uccessful D

ual C
lass Issues –

B
ut There A

re R
isks

(in $ m
illions, unless noted)

D
ual C

lass Structure Shouldn’t Be a C
oncern U

nless There Is A Serious Problem
 W

ith C
orporate G

overnance

S
ource: D

eloitte, The G
lobe &

 M
ail, O

sler.

▪
Perceived as riskier due to possibility of:
‒

Too m
uch control given to irresponsible m

anagem
ent

‒
Lack of shareholder protection in the event of a takeover

‒
C

aveat E
m

ptor argum
ent

‒
Econom

ic risk relative to ability to influence corporation affairs
‒

Proceeds Tunneling 

Intention C
an Be Innocent

▪
“Innocent” reasons for Structure could Include: 
‒

Fam
ily business w

ants to m
aintain control

‒
M

anagem
ent focus on long term

 objectives instead of 
satisfying short term

 investors
‒

Protection against takeovers especially in era of increased 
shareholder activism

R
isks
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W
ill the D

ual C
lass S

tructure A
ctually A

ffect The S
hare P

rice? 
D

ual S
hare S

tructure C
an G

o B
oth W

ays
(in $ m

illions, unless noted)D
ual C

lass Share Structures Safe, As Long As W
e Are Aw

are O
f The R

isks And M
onitor Situation C

losely

S
ource: B

loom
berg, The G

lobe &
 M

ail, O
sler.

According to Bloom
berg Intelligence, com

panies w
ith this structure posted annualized returns of 12%

 over past 10 years
D

ouble the 7.1%
 of single-class peers 

W
hat Are The Im

plications And Potential R
isks O

f Investing In D
ual C

lass Shares? 

R
egulatory changes related to dual class share structures

1

Ensure m
anagem

ent has ongoing interest in com
pany

2

Im
plications &

 
R

isks
Little to no voting pow

er
Less w

idely held (institutional 
investors usually avoid)

Shareholders Push for 
R

egulatory R
eform

 

C
ould yield great results, but need to continuously m

onitor for changes paying special attention to:
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Berkshire’s H
igh Level O

f C
ontrol Shouldn’t Be A Problem

Voting C
ontrol O

f B
erkshire Shouldn’t B

e A C
oncern

G
ood Track H

istory W
ith P

revious Investm
ents

Success Stories W
ithin R

etail Sector

(in $ m
illions, unless noted)

S
ource: B

loom
berg, Forbes, C

om
pany filings.

0 20 40 60 80

100

1201998
2000

2002
2004

2006
2008

2010
2012

2014
2016

B
erkshire takes com

pany public

C
ase Study: 20 Year Involvem

ent W
ith C

row
n C

astle International

▪
M

ake investm
ents based on grow

th opportunities focusing on retail / 
consum

ers, com
m

s, business services, industrials and healthcare
▪

Long term
 involvem

ent, usually sits on the board
‒

2 D
irectors on the Aritzia

board since 2005, there to push Aritzia’s
international expansion

Invested
R

ealized

Berkshire’s Previous Investm
ent D

ecisions H
ave D

one W
ell, Aritzia Should Be Safe In Their H

ands
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Investm
ent Thesis

U
nw

arranted D
iscount D

ue to B
rick &

 M
ortar D

iscount &
 IP

O
 H

ad Investors Ignoring The Fundam
entals

(in $ m
illions, unless noted)Investors U

nfairly C
lum

ping Aritzia W
ith Traditional Brick & M

ortars, W
hen They Are M

ore C
om

parable 
To M

odern R
etailers Because of:

“Am
azon proof” product m

ix driven by prem
ium

 private label brands

1

Investors Failing to Price in G
row

th Potential
2

M
arket underestim

ating U
.S. store expansion opportunities 

O
nly recently launched e-com

m
erce platform

 to drive grow
th in future

A

Low
-density store portfolio in prem

ier high-traffic locations
B

H
igh Financial Flexibility w

ill prevent them
 

from
 befalling sam

e fate as retail peers
CAB
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Investm
ent C

riteria
Investm

ent O
pportunities in the A

ffordable Luxury A
pparel B

ased O
n Investm

ent C
riteria

(in $ m
illions, unless noted)

Aritzia is the m
ost attractive opportunity w

ithin affordable luxury based on previously identified investm
ent criteria

Low
 Store 

D
ensity

Exclusive, 
U

nique Brands
G

row
th 

O
pportunity

Financial 
Flexibility 

Attractive Price

S
ource: C

om
pany filings.

Thesis 1
Thesis 2

Thesis 3
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Thesis 2
Thesis 3

Investm
ent C

riteria
Investors U

nfairly C
lum

ping A
ritzia W

ith Traditional B
rick &

 M
ortars

(in $ m
illions, unless noted)

Low
 Store 

D
ensity

Exclusive, 
U

nique Brands
G

row
th 

O
pportunity

Financial 
Flexibility 

Attractive Price

S
ource: C

om
pany filings.

Thesis 1

A
B

C
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R
etail S

hould B
e B

oom
ing 

M
acro E

nvironm
ent Is P

ositive, In N
orm

al E
nvironm

ents R
etail S

ector S
hould B

e H
ealthy

(in $ m
illions, unless noted)

S
ource: B

loom
berg, Forbes, C

om
pany filings.

$12,400

$12,450

$12,500

$12,550

$12,600

$12,650

$12,700

$12,750

$12,800

$12,850

Jan 16
A

pr 16
Jul 16

O
ct 16

Jan 17
A

pr 17
Jul 17

D
isposable Incom

e at All Tim
e H

ighs ($B
n)

80 85 90 95

100

105

Jan 16
A

pr 16
Jul 16

O
ct 16

Jan 17
A

pr 17
Jul 17

O
ct 17

C
onsum

er Sentim
ent Index –

C
onsum

ers Feel G
ood About The Econom

y

1
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C
urrent E

nvironm
ent

R
etail “Apocalypse” 

Is This An O
verreaction?

S
ource: B

loom
berg.

1

-80%

-70%

-60%

-50%

-40%

-30%

-20%

-10% 0%

10%

20%N
ov 16

Jan 17
M

ar 17
M

ay 17
Jul 17

S
ep 17

M
acy's

N
ordstrom

K
ohl's

JC
P

enney

-20%

-30%

-52%

-65%
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0 2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

14,000,000

$7 $9

$11

$13

$15

$17

$19

$21S
ep 16

N
ov 16

Jan 17
M

ar 17
M

ay 17
Jul 17

S
ep 17

V
olum

e
A

TZ

Trading D
ow

n S
ince IP

O
C

om
pounding E

ffect U
pon R

ecord N
um

ber of R
etail / A

pparel B
ankruptcies

(in $ m
illions, unless noted)

Stock U
nable to Pick U

p D
ue To R

etail Sentim
ent

S
ource: B

loom
berg, C

N
B

C
.

Toys “R
” U

s Bankruptcy
A

m
erican A

pparel B
ankruptcy 

Furthers pessim
ism

 on retail 
R

ue 21 Files for 
B

ankruptcy
P

ayless Files for 
B

ankruptcy

P
ositive earnings surprise

N
egative earnings surprise

1
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C
urrent E

nvironm
ent

N
ot A

ll B
rick &

 M
ortar S

tores B
eing H

itR
etail Industry is Sim

ply U
ndergoing a Transform

ation

S
ource: B

loom
berg.

-60%
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-20% 0%

20%

40%

60%

80%

100%

120%N
ov 16

Jan 17
M

ar 17
M

ay 17
Jul 17

S
ep 17

N
ov 17

A
ritzia

Lulu
K

ors
Inditex

G
oos

+88%

+17%

+14%

-6%

-36%

1
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A
ritzia

U
nfairly D

iscounted D
ue to Traditional B

rick A
nd M

ortar
W

hat D
ifferentiates Traditional From

 N
on-Traditional? 

(in $ m
illions, unless noted)

S
ource: B

loom
berg, Forbes, C

om
pany filings.

Traditional

Aritzia’s
Business M

odel is M
ost C

om
parable To N

on-Traditional R
etailers

1

N
on-Traditional

O
ver-expanded in R

etail B
oom

 in 1970s

W
eaker O

nline P
resence

Frequent S
ales / M

arkdow
ns

Typically H
ave Low

er S
tore D

ensity

S
trong O

nline P
resence

S
m

aller S
tores, Infrequent M

arkdow
ns
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A
ritzia

U
nfairly D

iscounted D
ue to Traditional B

rick A
nd M

ortar
W

hat D
ifferentiates Traditional From

 N
on-Traditional? 

(in $ m
illions, unless noted)

S
ource: B

loom
berg, C

om
pany filings.

Sales G
row

th (%
) YoY For Traditional Stores

1

Sales G
row

th (%
) YoY For N

on-Traditional Stores

15%

27%

8%

33%

14%

23%

-5%

39%

11%
16%

-3%

53%

Lulu
A

ritzia
K

ors
G

oos

2016
2017

LTM

-4%

6%

3%

1%

-5%

2%

-0.60%

-3%

-5.50%

3%

-1.20%
-2%

M
acys

N
ordstrom

JC
K

ohls

2016
2017

LTM
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C
anadian-based W

inter C
oat retailer

Exclusive brands: C
anada G

oose

Sm
all Store C

ount(4 stores)

C
hannels: C

om
pany stores, 

Third party distributors, e-com
m

erce

Affordable Luxury Price Points

R
etails apparel, accessories and footw

ear

Exclusive brands: M
ichael Kors

M
oderately H

igh Store C
ount (843 stores)

C
hannels: D

epartm
ent stores, com

pany 

stores, e-com
m

erce

Affordable Luxury Price Points

C
anadian athleisure retailer 

Exclusive brands: lululem
on, iviva

M
oderate Store C

ount (421 stores)

-
C

hannels: C
om

pany Stores, 

Franchise, e-com
m

erce

Affordable Luxury Price Points

A
ritzia

U
nfairly D

iscounted D
ue to Traditional B

rick A
nd M

ortar
A

ritzia S
hould B

e Instead C
om

pared To N
on-Traditional R

etailers
(in $ m

illions, unless noted)

S
ource: B

loom
berg, eM

arketer, C
om

pany filings.

O
verview

 O
f C

om
parables

Aritzia’s
Business M

odel is M
ost C

om
parable To N

on-Traditional R
etailers, & Should Trade In Line W

ith These Peers

1

Lululem
on

Athletica
C

anada G
oose

M
ichael Kors
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A
ritzia

U
nfairly D

iscounted D
ue to Traditional B

rick A
nd M

ortar
S

urprise: Aritzia’s
S

hare P
rice Is C

orrelated To the R
etail Index

(in $ m
illions, unless noted)

S
ource: B

loom
berg.

R
egression of Aritzia Share Price And S&

P 500 R
etail Index

But W
hat About Their Peers? A

ritizia
P

redicted A
ritizia

Linear (P
redicted A

ritizia)

𝑟
=

0.77

1
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A
ritzia

U
nfairly D

iscounted D
ue to Traditional B

rick A
nd M

ortar
R

egression of A
ritzia S

hare P
rice S

how
s Its Q

uite C
orrelated To R

etail S
&

P Index
(in $ m

illions, unless noted)

S
ource: B

loom
berg, C

om
pany filings.

C
orrelation C

oefficient of ATZ to S&
P R

etail Index Significantly C
loser to Traditional B

rick &
 M

ortar C
om

panies (𝒓)

M
arket C

lum
ping Aritzia W

ith Traditional R
etailers, As O

pposed To True Peers

1

%
 Variance of Prices Explained B

y S&
P R

etail Index (𝒓
𝟐)

0.18

0.29

0.15

0.78

0.65

0.85

0.74

0.87

0
0.1
0.2
0.3
0.4
0.5
0.6
0.7
0.8
0.9 1

Lulu
K

ors
Inditex

A
ritzia

N
ordstrom

M
acys

K
ohls

JC
 P

enney

0.031
0.085

0.021

0.58

0.41

0.72

0.55

0.75

0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

Lulu
K

ors
Inditex

A
ritzia

N
ordstrom

M
acys

K
ohls

JC
 P

enney
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W
hen W

ill The M
arket R

ealize This? 

Stock Price C
orrelation W

ith S&
P 500 R

etail (r) First 5 Years of Trading VS N
ow

 

(in $ m
illions, unless noted)

S
ource: B

loom
berg, C

om
pany filings.

It’s Just A M
atter O

f Tim
e

0.79

0.27

0.76
0.78

Lulu
K

ors
Inditex

A
ritzia

(A
ritzia w

ithin first year)

0.18

0.29

0.15

Lulu
K

ors
Inditex

C
ould Sim

ply Just Take Tim
e for M

arket To R
ealize This

W
ithin First 5 Y

ears
N

ow

1

Aritzia’s
e-com

m
erce platform

 is young (2013)

C
urrently only has S

trong P
resence in C

A
N

W
e Believe The M

arket Still D
oesn’t C

urrently See The D
ifference D

ue To The Follow
ing:



37
D

esautels C
apital M

anagem
ent

10.1x

0x 5x

10x

15x

20x

25x

30x

35x

40x

Lululem
on

Athletica Inc.
C

anada G
oose

H
oldings Inc.

M
ichael Kors
H

oldings
Lim

ited

Inditex
Aritzia

N
ordstrom

Kohls
D

illards
JC

 Penney

A
ritzia

U
nfairly D

iscounted D
ue to Traditional B

rick A
nd M

ortar
A

ritzia S
hould B

e Trading C
loser To Its True P

eers
(in $ m

illions, unless noted)

S
ource: B

loom
berg, Forbes, Y

ahoo Finance, C
om

pany filings.

“Am
erica’s ‘retail apocalypse’ is really just beginning’” -

Bloom
berg

M
edia C

lum
ping Aritzia W

ith Traditional C
anadian R

etailers

“Is Aritzia
G

oing to be Buried in the C
anadian R

etail 
G

raveyard?” -Yahoo Finance

Should B
e Trading At Sam

e M
ultiple As N

on-Traditional Peers G
iven Its B

usiness M
odel

E
V

/E
B

ITD
A

Traditional R
etailers and D

epartm
ent Stores

M
arket Sees Aritzia M

ore As A Traditional Brick & M
ortar R

ather Than C
om

paring To Its Peers

1
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A
ritzia

U
nfairly D

iscounted D
ue to Traditional B

rick A
nd M

ortar
Traditional R

etailers S
uffering From

 The R
ise O

f A
m

azon &
 Transition To E

-C
om

m
erce

(in $ m
illions, unless noted)

S
ource: B

loom
berg.

To Survive R
etail Landscape, Business M

odel N
eeds To Be “Am

azon Proof” 

1

-100%

-80%

-60%

-40%

-20% 0%

20%

40%

60%N
ov 16

Jan 17
M

ar 17
M

ay 17
Jul 17

S
ep 17

M
acy's

N
ordstrom

K
ohl's

JC
P

enney
A

m
azon

-20%

+48%

-30%

-52%

-65%
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50%

90%

2000
2017

P
rivate Label

Third P
arty

“Am
azon Proof” Product M

ix
Aritzia’s

P
rivate Label B

rands M
ake It R

esilient To Threats Like A
m

azon

Aritzia’s
Product M

ix

(in $ m
illions, unless noted)

S
ource: B

loom
berg, M

arketw
atch, C

om
pany filings.

A

C
ontrol of M

arkdow
ns, Prices, D

istribution

Private labels considered a “good hedge” against online due to 
exclusive distribution & lim

ited channels

Peers’ Private Label O
fferings

Enhances brand strength because of exclusivity

Traditional B
rick And M

ortar O
fferings

Traditional Brick And M
ortar R

ely H
eavily O

n Third Party Labels Leading To Lack O
f C

ontrol over Pricing And D
istribution

100%
93%

100%

Lulu
K

ors
G

oose

P
rivate Label

Third P
arty

20%

48%
50%

17%

M
acy's

K
ohl's

JC
P

enney
N

ordstrom

P
rivate Label

Third P
arty
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“Am
azon Proof” Product M

ix
S

trong C
ontrol O

ver B
rand M

inim
izes R

isk of A
m

azon and O
ther R

etailers From
 Taking S

ales

C
om

pany C
ontrols All O

utlets To G
et Private B

rand 

(in $ m
illions, unless noted)

S
ource: C

om
pany filings.

A

w
w

w
.aritzia.com

In-Store

2 C
om

pany 
C

ontrolled 
O

utlets

R
etailer H

as N
o C

ontrol O
ver Third-Party B

rands O
utlets

Brand loyalty translates into store loyalty

D
ifficult to establish store loyalty w

hen 
com

pany does not control the brands

Aritzia’s
Exclusive Products Ensures Brand Strength & C

ontrol O
ver All Touchpoints
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P
rem

ium
 &

 M
odest R

etail P
ortfolio

Store C
losings At R

ecord H
igh, Apparel Leading the W

ay

Aritzia Able to M
aintain Steady Store Expansion Plan

(in $ m
illions, unless noted)

Traditional Brick and M
ortar Stores Suffering The C

onsequences O
f R

etail Boom
 Post W

W
II

S
ource: C

redit S
uisse, C

om
pany filings.

B

6,163 

8,640 

2006
2007

2008
2009

2010
2011

2012
2013

2014
2015

2016
2017

62
64

75
81

2014
2015

2016
2017

D
espite H

eavy S
tore C

losures In Industry, A
rtizia

&
 P

eers A
re A

ble To E
xpand S

uccessfully

0% 5% 10%
15%
20%
25%
30%
35%
40%
45%
50%

0 50

100

150

200

250

300

350

J.C
.

P
enney

S
ears

M
acy’s

D
illard’s

B
on-Ton

N
ordstrom

N
um

ber of Locations to C
lose

S
hare of stores

C
losures N

eeded to R
eturn Stores to their 2006 Sales/Sq.Ft.
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P
rem

ium
 &

 M
odest R

etail P
ortfolio

R
eal Estate Strategy

E
xposure in C

lass A
+++ M

alls G
rants Them

 H
eavy S

tore Traffic

Locations Exclusive to Prem
ier Locations

(in $ m
illions, unless noted)

W
illing To W

ait For Prim
e Locations R

ather Than O
ver-Building

S
ource: R

etail C
ouncil of C

anada, eM
arketer, C

om
pany filings, R

etail Insider.

B

Top 3 Perform
ing M

alls (C
AN

)
Sales / Sqft

N
o. Aritzia

Stores

Yorkdale
C

entre
$1,650

3

O
akridge C

entre
$1,537

2

C
F Pacific C

entre
$1,523

2

1)
Located only in prem

ier m
alls & high perform

ing streets
2)

Low
 Store D

ensity Enhances Store Productivity & prevents self-
cannibalization

3)
Slow

 and steady store expansion 
4)

Extravagant flagships replace traditional m
arketing strategies

5)
H

igh Investm
ent into store design and rem

odeling, w
ith local 

accents at each
▪

Aligns w
ith need to create an “in-store experience”

A
ritzia Y

orkdale
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$1,460

$150
$155

$105

$364

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$1,600

A
rtizia

M
acy's

K
ohl's

JC
P

enney
N

ordstrom

$1,460
$1,491

$1,224
$1,095

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$1,600

A
rtizia

Lulu
C

oach
M

ichael K
ors

P
rem

ium
 &

 M
odest R

etail P
ortfolio

H
igh Sales Per Square Foot M

akes Them
 An Attractive Tenant

R
etail S

trategy P
aying O

ff –
S

tore P
roductivity A

m
ong The H

ighest In A
pparel R

etailers

Traditional B
rick &

 M
ortar Stores O

versaturated &
 In Low

-Traffic Locations Leads To Low
 Store Productivity

(in $ m
illions, unless noted)

H
igh Store Productivity D

ue to Low
-Store D

ensity In-Line W
ith M

odern R
etailers

S
ource: R

etail C
ouncil of C

anada, eM
arketer, C

om
pany filings.

B

M
ean = $1270

A
TZ = $1460

M
ean = $193

A
TZ = $1460
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Financial Flexibility 

C
ash Flow

 To D
ebt R

atio For H
igher G

row
th Peers

(in $ m
illions, unless noted)

Aritzia’s
H

igh Financial Flexibility Enables It To Survive Sudden Shocks, and To Invest In N
ew

 O
pportunities

S
ource: B

loom
berg, C

N
B

C
, C

om
pany filings.

C

W
hat is Financial Flexibility? 

Financial Flexibility A
llow

s A
ritzia To U

ndertake S
tore R

em
odels, E

xpansions, &
 P

ursue O
pportunities

The W
oes O

f The O
verbuilt R

etailer

▪
Ability to survive sudden shocks 

▪
R

easonable leverage and enough funds to pursue opportunities and 
invest in: 

S
tore E

xpansions
E

-C
om

m
erce

N
ew

 S
tores

A
ds/O

ther 
O

pportunities

▪
H

igh store densities typically led to low
er financial flexibility 

‒
Toys R

 U
s: over-levered and unable to service debt; capital tied up 

and couldn’t invest in e-com
m

erce
‒

PSG
: over-levered and couldn’t survive financial shock 

‒
M

acy’s: capital tied up in stores, unable to invest in under-
perform

ing stores 

0.7x

0.3x
0.3x

0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

0.9 1

A
TZ

G
oose

R
oots

0.7x

0.3x

0.5x

0.1x

0.6x

0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

0.9 1

A
TZ

M
acy's

K
ohl's

JC
P

enney
N

ordstrom

*M
ichael Kors & Lulu excluded because 

of lack of debt/insignificant am
ount

C
ash Flow

 To D
ebt R

atio For Traditional R
etailers



45
D

esautels C
apital M

anagem
ent

Financial Flexibility 

(in $ m
illions, unless noted)

C
ontinued R

einvestm
ent Sets Aritzia

U
p for G

row
th

S
ource: B

loom
berg, C

N
B

C
, C

om
pany filings.

C

35%

13%
29%

23%

Infrastructure
M

aintenance
N

ew
 S

tores
E

xpansions

$42.8M
 C

apex
Per Year

The R
oot O

f G
row

th &
 Advancem

ent

Financial Flexibility A
llow

s A
ritzia To U

ndertake S
tore R

em
odels, E

xpansions, &
 P

ursue O
pportunities

O
pen m

inim
um

 of 25-30 stores

E-com
m

erce, D
istribution C

entres, 
PO

S System
5 Store Expansions per Year

Store R
em

odels & M
aintenance

H
ow

 does this Flow
 To The B

ottom
 Line? 

Each increm
ental 

expansion ~3,500 sqft
Each increm

ental sqft= 
~$1,000 in sales

Each Store ~ 6000 sqft
Each sqft= $1000 in first 

year sales

Infrastructure initiatives 
stream

line the process
Store R

em
odels increase 

sales by 50%
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C
reative D

estruction of the R
etail Industry

W
hat D

oesn’t Kill You M
akes You Stronger

(in $ m
illions, unless noted)

S
ource: B

loom
berg, Forbes, C

om
pany filings.

Am
azon Spurring Another Large Transition

Industry is U
ndergoing Transition and Purging U

nderperform
ers, Aritzia

poised to Survive

Brands and R
etailers hold pow

er
C

onsum
ers hold pow

er

1960’s
1970’s -1980’s

2000’s+
Post W

W
II

E-C
om

m
erce &

O
m

nichannel R
etailers

R
ise of U

rban C
entres 

& D
epartm

ent Stores
Big-Box and D

iscount R
etailers

W
e are H

ere
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Thesis 1
Thesis 2

Thesis 3

Investm
ent C

riteria
Investm

ent O
pportunities in A

ffordable Luxury
(in $ m

illions, unless noted)

Aritzia is the m
ost attractive opportunity w

ithin affordable luxury based on previously identified investm
ent criteria

Low
 Store 

D
ensity

Exclusive, 
U

nique Brands
G

row
th 

O
pportunity

Financial 
Flexibility 

Attractive Price

S
ource: C

om
pany filings.
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M
arket underestim

ating U
.S

. E
xpansion opportunities 

D
C

M
 Projected Store M

ix

S
ource: D

C
M

 M
odel, C

om
pany filings.

A

61
64

66
67

68
69

20
22

25
29

33
37

0 20 40 60 80

100

120

2017A
2018E

2019E
2020E

2021E
2022E

C
anada

U
S

P
lenty of W

hite S
pace O

pportunities

C
urrent Store M

ap and M
anagem

ent Projections

M
anagem

ent on Expanding Store N
etw

ork (Septem
ber 2016):

“By the end of Fiscal 2021, w
e believe there is an opportunity to open 

a m
inim

um
 of 25 to 20 new

 stores across N
orth Am

erica…
 W

e 
believe this is achievable in the context of our m

arket opportunity 
based on a study w

e com
m

issioned by a third party research firm
, 

w
hich identified 125 additional locations across N

orth Am
erica. O

ur 
near-term

 grow
th plans reflect our disciplined and m

easured 
approach to expanding our netw

ork.

Identified potential m
arket
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M
arket underestim

ating U
.S

. E
xpansion opportunities 

U
.S. Stores D

raw
ing in Prem

ium
 in Spending

(in $ m
illions, unless noted)

A

Revenue
by Geography

Percent
In-Store

Im
plied

In-Store Revenue
Num

ber
of Stores

Im
plied Sales
per Store

Canada
$496,292

89%
$441,204

61
$7,233

US
$170,889

89%
$151,920

20
$7,596

US Prem
ium

5.0%
R

evenue Projections by G
eography

D
isproportionate Increase in R

evenue from
 U

.S
.

$497,242
$540,379

$564,932
$587,022

$607,567

$180,689
$208,955

$245,075
$283,018

$318,125

$0

$100,000

$200,000

$300,000

$400,000

$500,000

$600,000

$700,000

2018E
2019E

2020E
2021E

2022E
C

anada
U

S

C
AG

R
 4.1%

C
AG

R
 12.0%

S
ource: C

om
pany filings, D

C
M

 M
odel
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$1,539

$1,613

$1,657
$1,692

$1,721

$1,613
$1,607

$1,591
$1,590

$1,575

$1,400

$1,450

$1,500

$1,550

$1,600

$1,650

$1,700

$1,750

2018E
2019E

2020E
2021E

2022E

Canada
US

M
arket underestim

ating U
.S

. E
xpansion opportunities 

Sales per Square Foot

S
ource: C

om
pany filings, D

C
M

 M
odel

Sales per Store (in $0000s)

S
ales breakdow

n per store and square foot

C
AG

R
 2.3%

C
AG

R
 -0.5%

C
AG

R
 0.9%

C
AG

R
 2.5%

Assum
ptions:

•
E

xisting stores are 5,000 
square feet

•
N

ew
 stores are 6,000 square 

feet
•

N
ew

 stores reach 
$1,000/square foot in their first 
year, and then reach the 
average by their second year

•
E

xcluding the im
pact of ~5 

store expansions per year, 
w

hich add 3,500 square feet of 
retail space

$8,213
$8,358

$8,451
$8,576

$8,598

$7,769

$8,188

$8,432

$8,633
$8,805

$7,200

$7,400

$7,600

$7,800

$8,000

$8,200

$8,400

$8,600

$8,800

$9,000

2018E
2019E

2020E
2021E

2022E

Canada
US

A
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M
arket underestim

ating E
-C

om
m

erce S
egm

ent

D
ifficult For The M

arket To R
ealize Since N

one O
f the R

evenue Is Segm
ented

P
otential To G

row
 E

-C
om

m
erce P

latform
 Faster Than M

arkets
(in $ m

illions, unless noted)

Aritzia
O

utperform
ing M

arket At G
row

ing E
-C

om
m

erce Platform

S
ource: D

C
M

 M
odel,  S

tatista, C
om

pany filings.

B

12%
11%

10%
9%

7%
6%

13%

35%

31%
29%

29%

13%

2017
2018E

2019E
2020E

2021E
2022E

U
S

 A
pparel E

-C
om

m
erce

A
ritzia



52
D

esautels C
apital M

anagem
ent

M
arket underestim

ating E
-C

om
m

erce S
egm

ent

Projected E-C
om

m
erce G

row
th Assum

ing Segm
ent H

its 20%
 of Total R

evenue B
y 2021

In-S
tore V

S
 O

nline G
row

th 
(in $ m

illions, unless noted)

E-C
om

m
erce G

row
th Should Be Able To Sustain D

ouble-D
igit G

row
th For Projection Period

S
ource: D

C
M

 M
odel, C

om
pany filings.

B

12%

25%
24%

14%

11%

8%
7%

6%

31%

47%

13%

35%

31%
29%

29%

13%

2015A
2016A

2017A
2018E

2019E
2020E

2021E
2022E

In-S
tore

O
nline
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R
etail’s U

nhealthy D
iscount Addiction Inline the Industry’s D

iscount
(in $ m

illions, unless noted)

S
ource: C

ow
en and C

om
pany, IB

IS
W

orld

ETFs B
etting Against B

rick &
 M

ortar

O
nline vs . Apparel

+47%

-8%

60 70 80 90
100
110
120
130
140
150A

pr 16
Jul 16

O
ct 16

Jan 17
A

pr 17
Jul 17

O
ct 17

X
R

T U
S

 E
quity

IB
U

Y
 U

S
 E

quity
S

P
X

 Index

+23%

•
N

ov-17: The Solactive-ProShares
Bricks and M

ortar R
etail 

Store Index created

•
Proposed ETFs:

ProShares
U

ltraShortBricks and M
ortar R

etail fund & 

ProShares
U

ltraPro
Short Bricks and M

ortar R
etail fund

•
Leveraged -200%

 and -300%
 respectively on the SPBM

R
SI

ProShares
Long O

nline Short Bricks & M
ortar R

etail ETF

•
Short traditional retailers

•
Long ecom

m
erce heavy retailers

•
U

nderlying index:

•
M

anaged by ProShares

•
Equally-w

eighted benchm
ark

•
Includes U

S and overseas stocks

•
Evaluated based on data such as online sale revenue 

and the square footage of the physical stores

D
om

inating E
-C

om
m

erce 
B
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D
om

inating E
-C

om
m

erce 

Aritzia
E-C

om
m

erce G
row

th C
om

pared to M
arket

S
ource: IB

IS
 W

orld, C
om

pany filings.

B

0% 1% 2% 3% 4% 5% 6% 7% 8% 9%

10%

2012
2013

2014
2015

2016

TJX
 C

os Inc, The
G

ap Inc, The
C

anadian Tire C
orp Ltd

R
eitm

ans (C
anada) Ltd

H
&

M
 H

ennes &
 M

auritz A
B

A
ritzia LP

Lululem
on A

thletica Inc
G

uess Inc

4.9%

10.1%

4.3%

0.0%

-3.8%

6.3%

1.6%

-3.3%

S
hare of Total C

anadian O
nline A

pparel M
arket
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M
argin E

xpansion O
pportunity W

ith E
-C

om
m

erce
S

ensitivity to E
xchange R

ates Term
inal G

row
th R

ates
(in $ m

illions, unless noted)

S
ource: B

loom
berg, Forbes, C

om
pany filings.

M
anagem

ent G
uidance for 5 Years: 

10%

11%

12%

13%

14%

15%

16%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2016A
2017A

2018E
2019E

2020E
2021E

2022E

R
evenue In-S

tore (%
)

R
evenue O

nline (%
)

O
perating M

argin

2010
2011

2012
2013

2014
2015

2016
2017

W
eighted 

Average 
(LULU)

W
eighted 

Average 
(ATZ)

In-Store M
argin

30%
29%

42%
42%

42%
41%

41%
41%

38%
11.45%

O
nline M

argin
29%

36%
36%

35%
30%

26%
23%

24%
30%

16.00%

B
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Thesis 1
Thesis 2

Thesis 3

Investm
ent C

riteria
Investm

ent O
pportunities in A

ffordable Luxury
(in $ m

illions, unless noted)

Low
 Store 

D
ensity

Exclusive, 
U

nique Brands
G

row
th 

O
pportunity

Financial 
Flexibility 

Attractive Price

S
ource: C

om
pany filings.
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Valuation

M
anagem

ent G
uidance for 5 Years: 

E
ven C

onservative A
ssum

ptions G
ives U

s A S
ignificant U

pside
(in $ m

illions, unless noted)

S
ource: C

om
pany filings.

O
ur Assum

ptions:

O
pen m

inim
um

 of 25-30 stores

E-com
m

erce to reach 25%
 of total sales

R
evenue to reach $1.1-1.2bn

5 Store Expansions per Year

E-com
m

erce to reach 20%
 of total sales

O
pen 5 stores / year

Assum
e U

S G
row

s Faster, but tapered off 
grow

th to industry by end of forecast period
Exchange R

ate C
onsiderations

3
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Valuation

Trading At a D
iscount C

om
pared to Peers

C
om

parable C
om

pany A
nalysis

(in $ m
illions, unless noted)

S
ource: C

apital IQ
 11/20/2017, C

om
pany filings.

EV/Sales
EV/EBITDA

P/E
Debt/EBITDA

Com
pany

Debt
LTM

2017E
2018E

2019E
2017E

2018E
2019E

LTM
2018E

2019E
LTM

EBITDA 
M

argin

Com
ps

Lululem
on Athletica Inc.

-
        

3.4x
3.5x

3.2x
2.9x

16.2x
14.7x

13.0x
26.7x

30.8x
27.7x

0.0x
21%

Canada Goose Holdings Inc.
198

       
8.4x

10.7x
7.7x

6.3x
nm

f
36.6x

28.6x
50.5x

nm
f

nm
f

2.4x
22%

M
ichael Kors Holdings Lim

ited
156

       
2.7x

2.8x
2.7x

2.5x
11.3x

12.9x
12.1x

14.2x
13.5x

14.2x
0.1x

24%
M

ean
118

       
4.8x

5.7x
4.5x

3.9x
13.8x

21.4x
17.9x

30.5x
22.2x

20.9x
0.9x

22%
M

edian
156

       
3.4x

3.5x
3.2x

2.9x
13.8x

14.7x
13.0x

26.7x
22.2x

20.9x
0.1x

22%

Aritzia Inc.
Aritzia Inc.

108
       

1.9x
2.1x

1.8x
1.5x

12.1x
10.3x

8.5x
13.4x

21.9x
18.1x

1.4x
14%

Trading At a D
iscount O

n An EV/EBITD
A Basis

3
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Valuation: S
ensitivity A

nalysis
S

ensitivity to E
xchange R

ates Term
inal G

row
th R

ates
(in $ m

illions, unless noted)

C
AD

/U
SD

 Exchange R
ate

14.58 
1.32

1.30
1.28

1.26
1.24

7.11%
13.74

15.49
17.23

18.97
20.71

7.61%
12.56

14.17
15.79

17.40
19.02

W
AC

C
8.11%

11.57
13.07

14.58
16.09

17.59
8.61%

10.72
12.13

13.55
14.96

16.38
9.11%

9.99
11.32

12.66
14.00

15.33

Term
inal G

row
th R

ate

14.58 
1%

1.50%
2.0%

2.5%
3.0%

7.11%
15.01

16.02
17.24

18.72
20.56

7.61%
13.94

14.79
15.80

17.00
18.46

W
AC

C
8.11%

13.03
13.75

14.59
15.58

16.76
8.61%

12.23
12.84

13.56
14.38

15.36
9.11%

11.52
12.06

12.67
13.37

14.18

C
AD

/U
SD

2006
1.13

2007
1.07

2008
1.07

2009
1.14

2010
1.03

2011
0.99

2012
1.00

2013
1.03

2014
1.10

2015
1.28

2016
1.33

2017
1.30

Average
1.12

3
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Valuation
D

C
F O

utput
(in $ m

illions, unless noted)

3

G
ordon G

row
th

M
ultiples M

ethod
Im

plied Enterprise Value
1,657

           
Im

plied Enterprise Value
2,134

           
Less: D

ebt
(135)

            
Less: D

ebt
(135)

            
Less: Preferred Shares

-
              

Less: Preferred Shares
-

              
Less: M

inority Interests
-

              
Less: M

inority Interests
-

              
Plus: C

ash
56

                
Plus: C

ash
56

                
Im

plied Equity Value
1,579

           
Im

plied Equity Value
2,056

           
Shares O

utstanding
110

              
Shares O

utstanding
110

              
Im

plied Share Price
$14.30

Im
plied Share Price

$18.62
Im

plied Upside
21.9%

Im
plied Upside

58.8%
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$16.90

$10.10

$12.1

$17.22

$12.79

$18.75 $19.76

$16.44

52 W
eek H

igh-Low

E
V / 2018E

 EB
ITD

A

D
C

F Term
inal M

ultiple (10.7x - 14.7x)

D
C

F G
ordon G

row
th (1.0%

 - 3.0%
)

Valuation
Football Field
(in $ m

illions, unless noted)

3

Fair M
arket Value (EV) - All dollar values in C$M

Low
Spread

High
W

eight
52 W

eek H
igh-Low

$10.10
$8.7

$18.75
0.0%

E
V

 / 2018E
 E

B
ITD

A
$12.1

$11.0
$23.1

33.3%
D

C
F Term

inal M
ultiple (10.7x - 14.7x)

$17.22
$2.5

$19.76
33.3%

D
C

F G
ordon G

row
th (1.0%

 - 3.0%
)

$12.79
$3.7

$16.44
33.3%

W
eighted Fair M

arket Value
$14.03

$5.7
$19.76

100.0%
$16.90

Im
plied Upside

45%
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R
isks &

 C
atalysts

S
ource: C

om
pany filings.

Fashion risk

D
ow

nturn in the Econom
y

M
anagem

ent low
ers guidance

Appreciating C
AD

 against U
SD

C
ontinued boom

 in econom
y

U
nder-penetrated M

arket

D
ual-class shares risk

C
atalysts

Increased Aw
areness Am

ong Fashion Influencers

Factors To C
ontinue M

onitoring G
oing Forw

ard

R
isks
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E
nvironm

ental, S
ocial, G

overnance (E
S

G
)

E
S

G
 A

nalysis S
how

s R
oom

 for Im
provem

ent 
(in $ m

illions, unless noted)

Still In Process O
f D

eveloping ESG
 R

eporting Fram
ew

ork but N
o M

ajor Issues Found

S
ource: B

loom
berg, E

thical

ESG
 D

isclosure And R
eporting

▪
Still the process of developing ESG

 reporting fram
ew

orks

▪
C

ould im
prove since %

 of 

independent directors is low
er than 

peer average G
overnance

Social

▪
All m

aterials responsibly sourced

▪
Partnership w

ith C
anopy to 

protect endangered forests

▪
R

esponsibly Sourced D
ow

n

▪
O

rganic & R
ecycled M

aterial

▪
Sustainable Apparel C

oalition

Environm
ental

N
eutral

N
eutral

N
eutral
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D
isclaim

er

The
printand

digitalm
aterial("the

m
aterial")

for
this

presentation
w

as
prepared

by
the

analystteam
ofD

esautels
C

apitalM
anagem

ent(“D
C

M
").

The
qualitative

and
statisticalinform

ation
("the

inform
ation")

contained
in

the
m

aterialis
based

upon
various

sources
and

research
believed

to
be

reliable
and

D
C

M
m

akes
every

effortto
ensure

thatthe
inform

ation
is

accurate
and

up
to

date,butD
C

M
accepts

no
responsibility

and
gives

no

guarantee,
representation

or
w

arranty
regarding

the
accuracy

or
com

pleteness
of

the
inform

ation
quoted

in
the

m
aterial.

For
reasons

of

succinctness
and

presentation,the
inform

ation
provided

in
the

m
aterialm

ay
be

in
the

form
ofsum

m
aries

and
generalizations,and

m
ay

om
itdetail

thatcould
be

significantin
a

particularcontextorto
a

particularperson.Any
reliance

placed
on

such
inform

ation
by

you
shallbe

atyoursole
risk.

O
pinions

expressed
herein

are
currentopinions

as
ofthe

date
appearing

in
this

m
aterialonly

and
are

subjectto
change

w
ithoutnotice.In

the
event

any
of

the
assum

ptions
used

herein
do

not
prove

to
be

true,
results

are
likely

to
vary

substantially.
All

investm
ents

entail
risks.

There
is

no

guarantee
thatinvestm

entstrategies
w

illachieve
the

desired
results

under
allm

arketconditions
and

each
investor

should
evaluate

its
ability

to

investfora
long

term
especially

during
periods

ofa
m

arketdow
nturn.N

o
representation

is
being

m
ade

thatany
account,product,orstrategy

w
illor

is
likely

to
achieve

profits,losses,orresults
sim

ilarto
those

discussed,ifany.This
inform

ation
is

provided
w

ith
the

understanding
thatw

ith
respect

to
the

m
aterialprovided

herein,thatyou
w

illm
ake

yourow
n

independentdecision
w

ith
respectto

any
course

ofaction
in

connection
herew

ith
and

as
to

w
hether

such
course

of
action

is
appropriate

or
proper

based
on

your
ow

n
judgm

ent,
and

that
you

are
capable

of
understanding

and

assessing
the

m
erits

ofa
course

ofaction.D
C

M
shallnothave

any
liability

forany
dam

ages
ofany

kind
w

hatsoeverrelating
to

this
m

aterial.You

should
consultyouradvisors

w
ith

respectto
these

areas.By
accepting

this
m

aterial,you
acknow

ledge,understand
and

acceptthe
foregoing.

N
o

partofthis
docum

entm
ay

be
reproduced

in
any

m
anner,in

w
hole

or
in

part,w
ithoutthe

prior
w

ritten
perm

ission
ofD

C
M

,other
than

current

D
C

M
em

ployees.
Should

you
w

ish
to

obtain
details

regarding
the

various
sources

or
research

carried
out

by
D

C
M

in
the

com
pilation

of
this

m
arketing

presentation
please

em
ailm

cgillhim
@

gm
ail.com

.


