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Disclaimer

Migros Ticaret A.Ş. (the “Company”) has prepared this presentation for the sole purpose of providing information about its business, operations and financial results.
The information in this presentation is subject to updating, revision and amendment. The information in this presentation, which includes certain information drawn from external sources, does
not purport to be comprehensive and has not been independently verified. No reliance may be placed for any purpose whatsoever on the information contained in this presentation or any
assumptions made as to its completeness. No representation or warranty, express or implied, is given by the Company, any of its subsidiaries or any of its advisers, officers, employees or
agents, as to the accuracy, reliability or completeness of the information or opinions contained in this presentation or in any revision of the presentation or of any other written or oral
information made or to be made available to any interested party or its advisers. Save in the case of fraud, no responsibility or liability is accepted (and all such liability is hereby excluded for
any such information or opinions). No liability is accepted by any of them for any such information or opinions (which should not be relied upon) and no responsibility is accepted for any errors,
misstatements in or omissions from this presentation or for any loss howsoever arising, directly or indirectly, from any use of this presentation or its contents. The information and opinions
contained in this document are provided as at the date of this presentation and are subject to change without notice.
To the extent available, the industry, market and competitive position data contained in this presentation come from official or third party sources. Third party industry publications, studies and
surveys generally state that the data contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of the accuracy or completeness of such data.
While the Company believes that each of these publications, studies and surveys has been prepared by a reputable source, the Company has not independently verified the data contained
therein. In addition, certain of the industry, market and competitive position data contained in this presentation come from the Company’s own internal research and estimates based on the
knowledge and experience of the Company’s management in the markets in which the Company operates. While the Company believes that such research and estimates are reasonable and
reliable, they, and their underlying methodology and assumptions, have not been verified by any independent source for accuracy or completeness and are subject to change without notice.
Accordingly, undue reliance should not be placed on any of the industry, market or competitive position data contained in this presentation.
This document is not intended for potential investors and does not constitute a financial promotion or other invitation or inducement to engage in investment activity. In particular, this document
does not constitute or form part of any offer to sell or issue or invitation to purchase or subscribe for, or any solicitation of any offer to purchase or subscribe for, any securities of the Company,
nor shall it or any part of it nor the fact of its distribution form the basis of, or be relied on in connection with, any contract or investment decision. The information, statements and opinions
contained in this document do not constitute any advice or recommendation regarding the securities of the Company or other financial instruments. The content of this presentation has not
been approved by an authorized person within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom.
In the United Kingdom, this presentation is only being distributed to persons who are reasonably believed to be persons who fall within Articles 19 (Investment professionals) or 49 (High net
worth companies etc.) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 or to other persons to whom this presentation may otherwise be lawfully distributed.
This presentation is being distributed outside the United Kingdom only to persons to whom this presentation may lawfully be distributed pursuant to any applicable legal requirements. Persons
to whom this presentation may not lawfully be distributed should return this presentation immediately to the Company and in any event, must not act or rely upon the information contained in
this presentation. By reading this presentation or attending or listening to any relevant meeting, conference call or podcast organized by the Company, each person is deemed to confirm,
warrant and represent that they are persons to whom this presentation may lawfully be distributed.
This presentation contains “forward looking statements” which may relate to, without limitation, the Company’s plans, objectives, goals, strategies, future operational performance, and
anticipated developments in the Turkish retail market and the Turkish economy. These forward looking statements are characterized by words such as “anticipate”, “estimate”, “believe”,
“intend”, “plan”, “predict”, “may”, “will”, “would”, “should”, “continue”, “expect” and similar expressions, but these expressions are not the exclusive means of identifying such statements. Such
forward looking statements involve risks, uncertainties and other important factors that could cause circumstances or the Company’s actual results, performance or achievements to be
materially different from any future circumstances, results, performance or achievements expressed or implied by such statements. Relevant risks and uncertainties include, among others,
economic slowdown, sector consolidation, consumer demand, competitive pricing and activities. There can be no assurance that actual results will not differ materially from expectations, and,
therefore, readers are cautioned not to place undue reliance on such statements. Any forward-looking statement in this presentation speaks only as of the date on which it is made, and the
Company undertakes no obligation to update any forward-looking statement to reflect events or circumstances after the date on which the statement is made or to reflect the occurrence of
unanticipated events. Further details of the principal risks and uncertainties affecting the Company are provided in the Company's filings with the Istanbul Stock Exchange, including the
Company's most recent annual report.
By reading this presentation or attending or listening to any relevant meeting, conference call or podcast organized by the Company you agree to be bound by the above provisions.
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I. Business Snapshot and Update

Migros at a Glance
(1/2)

63rd
Year!

 Operating in 3 countries

Geographical Footprint

— Turkey (73 cities out of 81)
— Macedonia and Kazakhstan (39 stores)
 1,533

(supermarkets)

 39
 168

1,794 Stores1
with Kipa

(upscale supermarkets)
(Supermarkets and Hypermarkets)

 15

(wholesale and foodservice stores)

 39

(international stores)

 Migros Online

— 1.2m members and 45% mobile orders
— Acquisition and re-launch of Tazedirekt

Innovation, Loyalty &
Customer Service

 6.5m loyal households Money Club Card
 Introduced more than 100 innovations for the retail market

80%
of HH

38%
of HH

+100

 Only retail company in the “BIST Sustainability Index”

Corporate Governance
and Social
Responsibility

1

 Corporate Governance Index since 2015
 23,210 employees of which 40% are women
 Best retailer of the country 13 years in a row2

A2016 CDP
Grade:

as of March 2017
Business magazine.

2 Capital

4

Migros at a Glance
(2/2)

Sales (TLbn)

 Sales increased 17.8% to TL 11.1bn
 EBITDA increased 14.0% to TL 686m with an

11.1

EBITDA margin of 6.2%
2016 Full Year
Results

 Net Debt decreased to 2.7x EBITDA in 2016

6.5

versus 2.9x in previous year

2012

2016

Sales Area (SQM ’000s)

 TL199m purchase price

1,399

 Closed on 01-Mar-17
1,079

 Kipa 3Q 2016 LTM Sales of TL 2.3bn
Kipa
Acquisition

 Portfolio of 168 stores including hypermarkets,

1

852

large supermarkets and express stores
 37 retail real estate properties (16 of which are

long term ground lease properties)
2012

2016

2016 with KIPA

[882 Stores]

[1,605 Stores]

[1,773 Stores]
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II. Key Investment Highlights and Strategy

Key Investment Highlights
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5
4
3

2
1
Turkey is a
large, attractive
and resilient
market with
significant
growth potential
specifically in
food retail

Migros is a
leading operator
in the organized
market with a
consistent track
record of market
share gains…

…And multiple
formats catering
to an “evolving”
consumer

Operations are
supported by a
truly best-inclass supply
chain, IT and
CRM
infrastructure

With a clear
strategy to
organically and
inorganically
drive growth in
the decades
ahead

Industry best-inclass historical
top line growth
and cost
management
with strong cash
flow generation
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Turkey is a large, attractive and resilient market with
significant growth potential specifically in food retail

1

Turkey GDP ($bn)1
900
800

GDP ($bn)

700
600

1994 Economic
Crisis

500
400

1999 Marmara
Earthquake

10x

2009 World
Economic Crisis

larger economy
In 35 years

300
200

2001 Economic
Crisis

100
0
1980

1985

1990

1995

2000

2005

Population (m)
Next 5Y
Growth2

(0.7)%

(0.6)%

1.1%

2.0%

38

64

2.8%

4.9%

1.1%

Next 5Y
CAGR3

10.5%

2
3

3.5%

1.9%

3.9%

2.5%

82

1.6%
3,435

65

2,357

2,370

1.4%
3,780

2,710

46
1,169

1

2015

Total Grocery Spend per Capita ($)

79
61

2010

1,396

Worldbank, Turkstat.
Based on Euromonitor.
Based on Euromonitor (current prices, fixed 2016 FX rates).
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Migros is a leading operator in the organized market
with a consistent track record of market share gains…
Turkish Food Retail Market1

MGD Grocery Market Share (%) 2
84.4%
84.1%

Unorganized
69.2%

83.7%

Organized
30.8%

78.7%
54.5%
45.4%

Food Retail Sector
[~ TL 316bn]

30.8%

2016 Market Share of Organized Food Retailers3

Migros’s Market Share in Modern Grocery Retail3

15.3%

11.5%

2.9%

7.8%

2.0%

8.4%

14.4%

6.8%

5.6%
9.5%

17.3%

2.0%

11.5%

9.5%

3.2%

5.5% 1.1%

13.8%

5.7%
Player 1

Player 1

Player 2

Player 3

2015

2016
Total FMCG Market Share

Supermarkets

Discounters

Euromonitor

2015

2015

2016

2016

Modern FMCG Market Share

Nielsen

Planet Retail 2016
Planet Retail 2016. MGD Grocery Spend defined as sales of total grocery products (edible grocery, household & petcare, health & beauty and foodservice) from modern
grocery distribution retailers and wholesale enterprises (MGD).
3 Based on Euromonitor data (2016). Modern Grocery Retailers category and Nielsen.
1
2
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3

…And multiple formats catering to an “evolving”
consumer
 Core expertise with 1,533 stores1
 Multiple format including M-JET, M,

MM, MMM and 5M (from 40 to 4,500
sqm and 1,800 to 18,000 SKUs)

Turkey

 Operations in 73 cities

Online
food retailer
 Direct delivery from 105 stores in

24 cities
 Tazedirekt started as a stand-

alone operation in March 2017

International

with strong brand loyalty
 Operations in 5 cities
 Sales area of 30k sqm

 Sales area of 999k sqm

 Turkey’s first and leading online

Kazakhstan
 1.8% of consolidated sales from

Kazakhstan
 19 supermarkets/1 shopping

mall
 Total sales area of 35k sqm
 Operations started in 1999

1

 Upscale offering with 39 stores1

Wholesale & Foodservice
 Wholesale & Food Service
 Currently operating in 11 cities
 15 Wholesale stores
 Dedicated warehouses and

customer delivery
 Sales area of 9k sqm

Macedonia
 1.2% of consolidated sales from

Macedonia
 20 supermarkets/1 shopping mall
 Total sales area of 19k sqm
 Operations started in 2005

As of 31-Mar-2017.
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Operations are supported by a truly best-in-class
supply chain, IT and CRM infrastructure

Distribution

 Serving 1,800+ stores through 23 Distribution
Centres including Kipa
 Automated picking and sorting system in Gebze,
Istanbul DC
 Central procurement for entire range

Procurement

 11 regional procurement centres for fruit and
vegetables
 2 International procurement centres
 Owner of largest integrated meat facility of the
Country

Meat Vertical Integration

Information Technology
Systems

CRM

 Pre-packaged meat products and ready-to-cook
varieties

 In-house bespoke IT infrastructure and support

 Only retail R&D centre in Turkey

 Largest Loyalty Programme with 9.3 million Active
Cards

80%

 “Money” umbrella loyalty club program including
well-known brands
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III. Overview of the Kipa Acquisition

Overview of Kipa Acquisition

Transaction Overview
•

Migros acquired 95.5% of Tesco Kipa shares in March-2017

•

Purchase value of TL 199 million

•

Implied estimated price per share of TL 0.15638

•

Acquisition is financed by existing TL credit lines

Pro Forma Impact & Expectations

Number of
Stores - Total2

Sales
Densities3

1,773
10.802

Kipa Overview
•

Modern grocery retailer focused on the Western regions of

1,605

Turkey with 168 stores, total sales of TL 2,342 million1 and net
sales area of ~320k sqm, comprising:

7,369

– 17 Hypermarkets >6,000 sqm
– 31 Large Supermarkets between 2,000 and 6,000 sqm
– 48 Supermarkets

– 72 Express stores
•

37 retail real estate properties (16 of which are long term
ground leases)

•

Centrally located distribution centre in Torbali, İzmir (owned
property)

Migros

Migros PF

Kipa

Migros

Refers to LTM November 2016.
Migros as of 2016. Kipa as of 2016.
3 Migros refers to fiscal year ending 31 December 2016, only for Turkish operations. Kipa refers to LTM as of November 2016.
1
2
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Kipa Acquisition Operational Rationale

Scale Benefits



Significant increase in market share & economics of scale



An important chance to increase Migros footprint in our priority regions (both in terms of
consumer wealth and local production / farming capabilities)



Achieve the optimum tenant mix in shopping malls to benefit our core retail business while
gaining valuable experience in shopping mall management



An excellent opportunity for enlarging Migros large store portfolio network in an accelerated
way

Desirable
Locations



Significant real estate content increases operational flexibility

Cost Efficiency



Better absorption of supply chain and HQ fixed costs for combined operations

Accelerated
Expansion
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Kipa Acquisition Benefits to Our Stakeholders

Consumers
 Economies of scale will enable us to give

more value to our customers
 Products better in quality & freshness at

Suppliers
 Opportunity for suppliers to leverage Migros’

warehouse network and logistics
 Scale opportunity for all suppliers

attractive prices

Shareholders
 Realize future growth potential earlier
 Equity of combined company is bolstered

through acquired properties
 Expected deleveraging might be realized

Employees
 New career opportunities for working for

one of the largest retailers in the country
 New learning opportunity through cultural

enrichment and work-place best practices

faster
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Significant Real Estate Content Increases Operational
Flexibility


The total value of Kipa Real Estate assets is estimated to be higher than the current book
value of ~TL700m



The company owns its main warehouse with a storage area of ~50k sqm
(Torbalı Distribution Centre)

Sizeable Asset
Value
37 Real Estates
26 Shopping
Malls

16

And a Track Record of Deleveraging
Migros 2016 Cash and Leverage Position
Total TL m

TL m

Cash & Cash equivalents

1,157

967

51

Financial Debt

2,979

409

692

Net Debt

1,822

Net Debt / EBITDA

2.7x

Cash & Debt Items

Additional debt due to acquisition1

~500

EUR m

~500

3.4x

Net debt / EBITDA with Kipa after acquisition

Deleveraging Profile - Net Debt / EBITDA

4.0x
3.2x

2013

1

2014

2.9x

2015

2.7x

2016

including Kipa’s debt
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Migros 2016 Results with Kipa Run-Rate Estimates (RRE)
Kipa offers an opportunity to deleverage the company faster

with Asset Sales1 - 2016 RRE

w/o Asset Sales – 2016 RRE
TL million

Sales

2016 Migros

Kipa Run-Rate2

Combined

Kipa Run-Rate2

Combined

11,059

1,746

12,805

1,746

12,805

EBITDA
(EBITDA
Margin)

686

132

818

90

776

(6.2%)

(7.5%)

(6.4%)

(5.2%)

(6.1%)

Net Debt

1,822

2,322

1,822

2.7x

2.8x

2.4x

Net Debt /
EBITDA

1
2

This scenario includes ~ TL 500 m real estate divestiture assumption in the next 2-3 years.
Run-Rate simulation period is 2-3 years.
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IV. Update on Financial Performance

Key Financial Highlights

 232 New store openings in 2016
 Strong long term top line and EBITDA growth

Consistent Organic
 5-Year Sales CAGR of 14.4% and EBITDA CAGR of 12.4%
Growth
 2016 Sales of TL 11,059mn, Gross Profit of TL 2,962mn and EBITDA of TL 686 mn

Market Share Gains  Good near-term momentum
Reflected in the
Top-line
 Sales growth of in 22% in 4Q 2016 and of 18% in 2016
Improving
Leverage Ratio

 Domestic sales growth of 23% in 4Q 2016 and 20% in 2016
 Improvement on leverage with Net Debt / EBITDA reduced to 2.7x in 2016 from
2.9x in 2015
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Industry best-in-class historical top line growth and
cost management with strong cash flow generation
Strong Long Term Growth, Last 5 Years (TLm)
Number of Stores

1,605

168

1,773

KIPA

Total

1,410

Robust Domestic
Growth of 19.7%
in 2016
Accelerated Sales
Growth Momentum

1,190
882

2012

1,004

2013

2014

2015

2016

Sales

More Competitive and
Higher Household
Penetration

Growth

10.2%

14.0%

15.6%

17.8%

11,059
6,467

2012

7,127

2013

8,123

2014

9,390

2015

2016
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Industry best-in-class historical top line growth and
cost management with strong cash flow generation
Strong Long Term Growth, Last 5 Years (TLm)
EBITDA
Margin

EBITDA Targets Achieved
Consistently

6.6%

430

Best in Class in
Operational Profitability
Before Rent

2012

6.6%

469

2013

6.5%

532

2014

6.4%

602

6.2%

686

2015

2016

11.5%

11.2%

EBITDAR
Margin

11.3%

11.4%

Pressures From Employee
and Rent Costs are
Managed Well
736

813

2012

2013

11.5%

934

2014

1,082

2015

1,240

2016
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Industry best-in-class historical top line growth and
cost management with strong cash flow generation
(TLm)
Capex
Capex as a
Percentage
of Sales

3.2%

2.9%

3.0%
281

226

232

2013

2014

2.7%
297

Low Capex
Business
Strong Cash
Generation through
Sustainable
Working Capital

2015

2016

Cash Contribution from Working Capital

TL259m
TL175m

TL76m

TL102m

-37 Days
-38 Days

-37 Days

-38 Days

2013

2014

2015

2016
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Near-Term Momentum
4Q15 vs 4Q16, TLm

2,378

Sales

Margin

27.3%

2,901

26.1%
757

649

Gross Profit

Margin

11.6%

10.8%
313

EBITDAR

275

Margin

6.3%

5.8%
167

EBITDA

149
4Q 2015

4Q 2016
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Expectations and Guidance

 Domestic sales growth doubled in 3 years thanks to long-term effective strategies
(2013 Growth: 10.2%, 2016 Growth: 19.7%)
 Dilutive impact of employee cost and rent cost increases minimized in 2016 thanks to opex control and strong sales
performance,
 Kipa acquisation is expected to support Migros’ long term growth and create shareholder value
 Financial results of Kipa between (Mar 01 and Dec 31) will be consolidated into Migros results in 2017

Performance Summary
Performance
Indicator
Expansion
Program
(Number of NEW
Stores)

2014

199

2015 Target 2016

257

220+

2017 Guidance for Migros

232

Top-Line Sales
Growth

14.0%

15.6%

EBITDA
Margin

6.5%

6.4% 6.0-6.5% 6.2%

Excluding Kipa1

Including Kipa2

Sales Growth

15-18%

30-35%

EBITDA Margin

6.0-6.5%

5.0-5.5%

120-150 new stores

120-150 new stores

Performance
vs Guidance

Double
17.8%
Digit





Expansion Target

 Number of stores reached 1,605 as of 2016. The company opened more
than 1,000 new stores in the last 5 years
1
2

Expectations excluding consolidation of 10 months Kipa results in 2017.
Including consolidation with 10 months Kipa results.
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Appendix

Migros
Migros, Largest National Supermarket Chain
•

Number of stores: 1,533 including 424 5M, MMM & MM stores and 1,109
Migros Jet & M stores,

•

Penetration: 73 cities
– (401-4,500) sqm / (1,8001 – 18,000) SKUs
– Differentiated offering and service on fresh product categories
– Wide branded assortment of FMCG products
– Consistent Every Day Low Pricing on commodity Private Label products
– Fashionable, complementary and seasonal non-food selection

Focus on proximity supermarkets
•

587 Migros Jet and 522 M Migros

•

Proximity Stores, (401-300) sqm,

•

1,8001 – 3,000 SKUs
– New avenue of expansion through collaboration with Petrol Ofisi company to open
forecourt stores in selected locations

Loyalty Program
•

CRM applications for different customer segments
– Customized & Differentiated Offering for Money Club Card holders

– Club Card Loyalty Program for 17 years

1

Including Migros Jet stores and Migros Jet 7/24 forecourt stores as of March 31, 2017.
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Macrocenter

Exclusive Shopping
•

Number of stores: 39

•

400 - 2,500 sqm / 10,000 SKUs
– Upscale gourmet store serving with strong brand loyalty
– Wide product range in delicatessen, appetizers and spirits.
Premium quality in fresh products

– Complementary and premium non-food
•

Customized service such as banquet ready meal delivery
Penetration: 5 cities
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Online Business

 Turkey’s first and
leading e-commerce
web site in food retail
 Top-line growth is

2-3x higher than
the Company average
 Improved operational
efficiency through
picking automation

 Direct delivery from

105 stores

stores (

24

in
cities across
Turkey)

Turkey Has Strong E-commerce Potential
E-Commerce Penetration1

3.4%
The percentage of e-commerce penetration
in Turkey (vs. China 17.1%, USA 10.5%,
Europe 7.3%)

1

Facebook Users2

33m
The number of Facebook users in Turkey.
Turkey is among the top 10 countries with
largest Facebook user base in the world

Smartphones in Most Homes3

Credit Availability4

63%
The percentage of population in Turkey using
smartphones (vs. China 64.7%, USA 74.4%,
Western Europe 83.5%)

+700
The number of personal credit cards per 1,000
people in Turkey. Western Europe’s ratio is 432
cards per 1,000 people

Calculated as online retail sales / total retail sales. Source: Euromonitor. 2 Source: Statista (2016). 3 Source: Ovum (2016). 4 Source: Euromonitor (2016).
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Acquisition of Tazedirekt

Summary Business Overview
 Acquisition of Tazedirekt, online fresh & natural food
products sales
 Important technology investment, which set the course
for a pioneering online sales development of fresh and
natural food product categories
 Tazedirekt started as a stand-alone operation in March
2017. A combination of Macroonline and Tazedirekt
operations in the near future is under consideration

Healthy

Organic

Natural

Fresh
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Wholesale & Food Service

Focus on Horeca Penetration
•

Currently operating in 7 regions through dedicated sales team.

•

Dedicated warehouses and customer delivery

•

15 Wholesale stores

Penetration: 11 cities
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