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EXECUTIVE SUMMARY

Metric Value

Recommendation **HOLD / WATCHLIST**

Current Price **€58.30** (US$65.65)

Fair Value (Base Case) €55.00

Margin of Safety −5.7%

Target Entry (if HOLD) €55.00

Return Profile Value

Dividend Yield ~2.1% (conservative; reported range 1.16%–3.12%)

Expected Dividend Growth ~5.0% (conservative)

Expected Price Appreciation ~5.1% annualized (base)

Total Expected Return (Base) ~7.4% CAGR

Bear Case Total Return ~0.8% CAGR

Bull Case Total Return ~10.7% CAGR

Probability-Weighted Return ~6.6% CAGR

Risk Assessment Value

Wealth Preservation Score ~70 / 100

Downside Protection Score ~75 / 100

Quality Score ~80 / 100

Risk Level MODERATE

Probability of >50% Permanent Loss <5%

Recession Profile SENSITIVE (consumer discretionary; full crisis history not supplied)

One-Line Thesis: Inditex owns a rare combination of a net-cash balance sheet, 56%+ gross margins, and

40%-plus ROIC, but at 28.4x trailing earnings the current price offers no margin of safety for a

wealth-preservation mandate; we wait for €55.00 before buying.

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
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INVESTMENT THESIS

Inditex runs a vertically integrated fashion model that most specialty retailers cannot replicate. The company

designs, manufactures, moves, and sells product itself, which lets it compress the time from design concept to

store shelf into weeks. That speed produces the financial profile a capital preservation investor wants: TTM gross

margin of 56.5%, operating margin of roughly 20%, ROIC of 46.2% against a 9.2% WACC, and negative

operating working capital. In the latest reported quarter, inventory rose only 1% while sales rose 5.8%, the

cleanest evidence that Inditex does not need to overbuy to grow. The balance sheet ends the discussion on

solvency: roughly €11.0 billion in cash and short-term investments against €5.9 billion in total debt produces a

net cash position near €5.0 billion. Debt to EBITDA sits at 0.55x and interest coverage at 22.4x. This is not a

retailer that needs capital markets to survive a recession.

The return math at €58.30 is the problem. Trailing EPS is €2.05, so the market pays 28.4x trailing earnings and

about 26.5x our forward EPS estimate. The company is excellent, but the entry price is not. Our base case

assumes 6.5% EPS growth and a terminal P/E of 25x, which produces a 10-year price target of about €96.20 and

a total return near 7.4% annually. That clears the inflation-plus-4% hurdle, but only barely, and it depends on no

multiple compression beyond reversion to 25x. Our bear case assumes a mild consumer recession, operating

margin compression to 16%, and a terminal P/E of 22x; the 10-year price target falls to roughly €50.60, but

dividends push the total bear return to about +0.8% annually. The weighted expected return across scenarios is

approximately 6.6%, below the 7% threshold. In short, the business clears the quality bar, but the price does not

clear the return bar with enough cushion.

The manageable risks are competitive and valuation-driven, not balance-sheet-driven. Shein and other ultra-fast

rivals create pricing uncertainty, and a rising online mix exposes Inditex to higher return rates. The consumer

discretionary classification means Inditex will feel a recession. Those risks could compress the multiple from

28.4x toward the mid-teens or low-20s, and a low-end analyst target of €41.50 shows that the market already

recognizes that possibility. Against those risks, Inditex has a 2.1% dividend yield, a 60% payout ratio, five

consecutive years of positive free cash flow, and a controlling shareholder with long-term ownership. We would

rather buy this business at €55.00, where the base return reaches about 8.0% and the bear case still stays

positive, than pay €58.30 for the same stream of cash flows.

---

1. BUSINESS QUALITY ASSESSMENT

Inditex operates in-store and online apparel retail across multiple brands: Zara, Zara Home, Pull & Bear,

Massimo Dutti, Bershka, Stradivarius, Oysho, and Uterqüe. The company also sells home goods including

bedding, bath linens, furniture, tableware, and cutlery. The business reaches roughly 93 markets with physical

stores and more than 200 markets through e-commerce. Its vertical integration spans design, textile

manufacturing, logistics, retail, and even real estate and financial services. That integration is the source of the

operating advantage: Inditex controls the supply chain from design concept to store shelf, so it can react to

demand signals in weeks instead of the months typical of traditional fashion.

The evidence of a durable moat is quantitative. Gross margin has climbed from 54.9% in FY2022 to 56.5% on a

TTM basis. Operating margin expanded from 15.4% in FY2022 to 20.1% TTM. ROIC of 46.2% against a 9.2%

WACC is the kind of spread that indicates a genuine competitive advantage, not a cyclical peak. Negative

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
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operating working capital means suppliers and customers partially fund the business; the company grows without

consuming capital. The RFID-enabled inventory system described by PineStone Asset Management allows

real-time tracking across the network, reducing overbuying and markdowns. In the latest quarter, revenue rose

5.8% while inventory rose only 1%, which is a discipline metric most apparel retailers fail.

The moat is not without threats. Fast fashion is the most demand-responsive segment of a US$1.2 trillion apparel

industry, but that same speed attracts ultra-fast digital-native competitors such as Shein. The packet does not

provide market-share or price-gap data, so the competitive threat cannot be sized precisely. A rising online sales

mix also pressures profitability because online orders carry higher return rates than store purchases. PineStone

notes that roughly one-third of online orders are picked up in stores and most returns flow through the store

network, which lowers distribution costs but does not eliminate the margin headwind. The company also carries

fashion execution risk: trend misjudgment creates markdowns and inventory write-offs.

For a preservation portfolio, the quality profile is close to best-in-class. The business is understandable, leader in

its segment, and supported by a balance sheet that removes the usual retail bankruptcy risk. The main quality

concern is not business quality but ownership of that quality at the current multiple. A 28.4x trailing P/E prices the

moat at a premium that leaves little room for operational error. The business assessment supports a high quality

score; the valuation assessment is what pulls the recommendation to HOLD.

---

2. FINANCIAL FORTRESS ANALYSIS

The solvency gate is the most important test for this mandate, and Inditex passes with strength. The packet

shows cash and short-term investments of €10.97 billion against total debt of €5.94 billion, producing net cash of

roughly €5.0 billion. That means Inditex could pay all its debt and still hold €5 billion in cash. Debt to equity is

0.35x by StockAnalysis data, well below the 0.5x threshold we prefer. Debt to EBITDA is 0.55x, and interest

coverage is 22.4x. Current ratio is 1.54, quick ratio 1.22, and cash ratio 1.08. The company has no structural

need for external financing.

Free cash flow has been positive across all five years in the dataset. The implied FCF figures run approximately

€6.1 billion in FY2022, €5.6 billion in FY2023, €7.3 billion in FY2024, €7.1 billion in FY2025, and €7.0 billion in

FY2026, with TTM FCF near €8.3 billion. The FCF margin has fluctuated between 17.3% and 22.0%, which is

strong for any retailer. Operating cash flow of €10.4 billion against net income of €6.4 billion implies earnings

quality is high: the business converts more than 160% of profit into operating cash. Receivables turnover of 28.7

confirms the company collects quickly, and inventory discipline has held firm.

A 30% revenue decline stress test produces a clear answer. A hypothetical two-year recession that cuts revenue

from €41.3 billion to €28.9 billion would compress earnings, but the net cash position and variable store costs

would keep the company solvent without a dilutive equity raise. The dividend is likely safe in that scenario

because the payout ratio is near 60% and free cash flow payout is near 45%. The main balance-sheet

observation is not leverage but capital structure conservative enough to make permanent capital loss

improbable.

Dilution is a non-issue. Shares outstanding run near 3.12 billion with a year-over-year change of –0.05% and a

quarter-over-quarter change of –0.01%. Management is not issuing equity. The solvency assessment is

FORTRESS, earnings quality is HIGH, and the dilution assessment is EXCELLENT. This section is naturally

shorter than the template target because the company carries almost no debt and no dilution, which is the entire

point of the financial fortress check.

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
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3. DIVIDEND ANALYSIS

The dividend data in the packet conflicts. The search summary reports an annual dividend of €1.75 at a 3.12%

yield on a €56.12 price. Yahoo Finance reports a dividend rate of €0.65 at a 1.16% yield with a five-year average

yield of 1.90% and a 56.69% payout ratio. StockEvents lists near-term payments of €0.55 in May 2026 and €0.33

in November 2026, with prior payments of €0.88 and €0.29 in November 2025. The one-year dividend growth

figure of 113% from StockEvents is likely distorted by a timing or special payment, and I would not treat it as a

clean trend.

For modeling, I use a conservative regular dividend of €1.20 per share. That produces a 2.06% yield at €58.30, a

payout ratio of 60% on TTM EPS of €2.05, and an FCF payout ratio near 45% on TTM FCF per share of roughly

€2.65. Those ratios are sustainable. If the actual regular DPS is €1.75, the yield rises to 3.0% and the payout

ratio reaches roughly 85% of earnings, which would still be covered by free cash flow but would leave less

cushion for a cyclical earnings decline. The conservative €1.20 assumption avoids overstating the income return.

Dividend sustainability is SUSTAINABLE, not ROCK SOLID, because the packet does not give a verified

consecutive-year dividend history for the last ten years, and the payout ratio sits at the upper end of the

mature-company comfort range. Inditex has the free cash flow to maintain the dividend through a recession, but

the cyclical nature of apparel means the dividend is not a protected obligation in the way a utility dividend is. If

the European consumer downturn is deeper than expected, the company could hold the dividend by cutting

buybacks and expansion spending rather than paying it from debt, which is a source of resilience.

---

4. VALUATION ANALYSIS

At €58.30, the valuation multiples are premium, not cheap. Trailing EPS is €2.05, so the trailing P/E is 28.4x. The

packet reports trailing P/E values of 27.3x to 28.0x on lower prices; the live price of €58.30 pushes the multiple

higher. Forward EPS from an 8.4% consensus growth rate on €2.05 is approximately €2.22, giving a forward P/E

of 26.3x. Yahoo Finance quotes a forward P/E of 24.6x, which likely uses a different EPS basis. Book value per

share is €6.54, so price to book is 8.9x. Price to sales on TTM revenue of €41.26 billion is 4.41x. Price to free

cash flow on TTM FCF of €8.27 billion is 22.0x. EV/EBITDA lands near 15.6x if one uses the FY2026 EBITDA of

€11.34 billion and the net cash position of €5.0 billion; the packet also gives an EV/EBITDA range of 13.5x to

17.6x depending on source.

The stock trades modestly above its recent six-quarter average on earnings-based multiples. The six-quarter

average trailing P/E from the packet is 25.3x, the current trailing P/E is 28.4x, and the six-quarter range runs

22.25x to 27.98x. Price to book sits at the top of the six-quarter range. There is no true five-year average in the

packet, so the historical comparison is incomplete, but what exists shows a full valuation rather than a discount.

I derive fair value at €55.00 by applying a 25x multiple to forward EPS of €2.20–2.22. That multiple reflects the

quality of the business, the net-cash balance sheet, and the 8% consensus EPS growth, but not the 28x multiple

the market currently pays. At €55.00, the base case total return reaches about 8.0%. At €58.30, the margin of

safety is negative 5.7%. The stock is not expensive enough to abandon outright, but it is not cheap enough to

buy under a capital preservation mandate. The independent fair-value estimate of €62.41 and the Street average

target of €60.39 reflect a more growth-oriented multiple than we choose; Simply Wall St's €48.27 fair value

reflects a more bearish multiple. We sit between the two, closer to the conservative end.

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
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5. SCENARIO ANALYSIS

Bear case (25% weight): A mild European and global consumer recession arrives within the next two years.

Revenue declines 1% annually in the first two years and then grows only 1.5% through year ten. Operating

margin compresses from 20% to 16% as online return rates rise and ultra-fast competitors force price

investment. EPS grows only 1.2% annually to €2.30 in year ten. The market de-rates the stock to a 22x terminal

multiple, consistent with the low end of the recent P/E range. The 10-year price target is €50.60, a 13.2% price

decline from €58.30. Dividends averaging roughly €1.20 per share over ten years push the total return back to

about +0.8% annually. This is the core preservation result: a cyclical downturn produces a slightly positive total

return, not a permanent loss.

Base case (50% weight): The global economy grows at trend. Inditex continues store optimization, grows online

sales, and holds its premium brand position. Revenue grows 5.5% annually and EPS grows 6.5% annually to

€3.85 in year ten. The terminal P/E re-rates downward from 28.4x to 25x, near the recent average. The year-ten

price target is €96.20. Including dividends, total return is approximately 7.4% annually. This clears the

inflation-plus-4% hurdle with a narrow margin.

Bull case (25% weight): Inditex takes share from weaker mall-based peers, expands margins through RFID and

logistics efficiency, and maintains revenue growth near 9%. EPS grows 9.5% annually to €5.08 in year ten, and

the terminal multiple holds at 26x. The year-ten price target is €132.10, and the total return reaches roughly

10.7% annually.

Scenario 10-Year Price Target Total Return CAGR Weight Contribution

Bear €50.60 +0.8% 25% +0.2%

Base €96.20 +7.4% 50% +3.7%

Bull €132.10 +10.7% 25% +2.7%

**Probability-Weighted** **~6.6%**

The weighted expected return of 6.6% falls just below the 7% hurdle. That gap is the valuation problem. The bear

case avoids capital impairment, which is why the company merits a place on the watchlist, but the current price

does not offer the required margin of safety.

---

6. RISK ASSESSMENT

The balance sheet removes the usual terminal risk for a retailer. Net cash of €5.0 billion, interest coverage above

22x, and FCF margins near 20% mean Inditex can survive a severe downturn without a dilutive raise. The

probability of a greater-than-50% permanent loss is below 5% in our judgment. The risk that matters is equity

volatility and multiple compression, not insolvency.

Competitive risk is the largest business risk. Shein and other ultra-fast players introduce price uncertainty and

grab demand from trend-driven consumers. The packet provides no market-share data, so the impact cannot be

quantified, but the speed advantage Inditex enjoys is no longer unique in the segment. A rising online mix

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
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compounds this because online orders carry higher return rates than stores. PineStone notes that roughly

one-third of online orders are picked up in stores and most returns flow through the store network, which reduces

distribution costs but does not eliminate the margin impact.

The consumer discretionary exposure is the second risk. Investing.com classifies Inditex in Consumer Cyclicals,

and the business will feel a consumer downturn. The packet does not provide Inditex's 2008–2009 or 2020

revenue and EPS declines, so the recession profile is inferred rather than historically verified. I classify Inditex as

SENSITIVE rather than RESILIENT because apparel demand is discretionary even for a fast-fashion leader. The

52-week range of €46.11 to €59.42 confirms that a 20% drawdown is ordinary for this stock, not an outlier.

Valuation risk is the third and most immediate concern. The trailing P/E of 28.4x sits above the six-quarter

average of 25.3x and near the top of the range. If growth merely meets the 7%–8.4% consensus, the multiple

can compress toward 22–24x without any business deterioration. The low analyst target of €41.50 implies 28.8%

downside from the current price. A low-probability scenario where fast-fashion competition accelerates and

revenue growth stalls below 3% would combine multiple compression with EPS stagnation and could push the

bear total return negative. We assign that outcome below the 10% permanent-loss threshold because of the

net-cash balance sheet and high ROIC, but it is the main reason we require a lower entry price. The downside

protection score lands near 75: bear case total return is positive, debt to equity is below 0.5x, and free cash flow

is positive, but the payout ratio is above 50% and the stock trades near its high.

---

7. MANAGEMENT & GOVERNANCE

The packet supplies limited management data. Marta Ortega became chair in 2022, Inditex incorporated in 1985,

and the company listed in 2001. Amancio Ortega controls about 59% of the shares through Pontegadea-related

vehicles, with Sandra Ortega holding a significant minority interest. That ownership structure is a double-edged

governance signal for a preservation investor. On one hand, family control aligns management with long-term

value rather than quarterly earnings, and the company's balance-sheet conservatism reflects that. On the other

hand, controlling shareholders can extract value in ways minority investors miss, and the packet itself flags that

family-control concerns can arise during due diligence.

Capital allocation history is not covered in the packet. There is no dividend per share series that reconciles

across sources, no buyback program size, no capex plan, and no recent M&A beyond legacy transactions for

Massimo Dutti in 1991 and Indipunt in 1997. The balance sheet shows what management did with cash flow: it

kept leverage minimal and accumulated net cash. That conservative stance supports capital preservation, but

the absence of a visible buyback history means we cannot assess whether management buys back shares at

accretive prices or sits on cash. The dilution data is excellent, with shares outstanding roughly flat to slightly

down year-over-year.

Management compensation, insider buying and selling, and board independence are not covered in the packet. I

cannot score management quality beyond the indirect signals of balance-sheet discipline and operating

execution. The company's margin expansion from FY2022 to FY2026 indicates that management converts

revenue growth into profit, but I would not assign an EXCELLENT management rating on data this thin. The

governance section is shorter than ideal because the packet does not contain the necessary filings, and the

framework's scoring for management would otherwise require inventing facts. My governance verdict is

ADEQUATE, with family control as the primary monitoring item.

---

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX


EQUITY RESEARCH

Page 8  |  November 2026

© Moschovakis Capital  |  Equity Research  |  Confidential — For Informational Purposes Only Page 8

moschovakiscapital.com  |  Full equity research archive

8. PEER COMPARISON

The peer dataset is incomplete. The packet names H&M Group, PVH, Gap, American Eagle Outfitters, and Fast

Retailing/UNIQLO as the closest apparel peers, but supplies no quantitative metrics for any of them. The only

peer-adjacent table provided is a current-ratio comparison for Spanish companies including Amadeus, Adolfo

Domínguez, Puig, AmRest, eDreams, Nueva Expresión Textil, Gestamp, Neinor Homes, Viscofan, and Vidrala.

None of those are direct apparel comparators, so they cannot support a preservation ranking.

Metric ITX Peer Set

Trailing P/E 28.4x Not provided

EV/EBITDA ~15.6x Not provided

Debt/Equity 0.35x Not provided

Interest Coverage 22.4x Not provided

Dividend Yield ~2.1% Not provided

Payout Ratio ~60% Not provided

FCF Margin ~20% Not provided

ROIC 46.2% Not provided

5-Year Dilution ~0% Not provided

Revenue Growth 6.0% TTM Not provided

Dividend Growth 37.4% 5Y (StockEvents) Not provided

Investing.com's "industry" column for P/E, P/S, P/FCF, P/B, and margins duplicates ITX's own figures to two

decimal places; that is not a genuine peer average and I treat it as unusable. A meaningful peer ranking under

Stage 3 requires P/E, EV/EBITDA, debt to equity, and FCF data for H&M and UNIQLO at minimum, none of

which are present. The only honest conclusion is that Inditex has a stronger balance sheet than the typical

specialty retailer based on its reported net cash and 22.4x interest coverage, but the framework cannot rank it

against direct peers on the data supplied. This section is shorter than the target because the packet lacks the

comparison inputs, and fabricating peer multiples would violate the data discipline of the mandate.

---

9. KEY METRICS SUMMARY

Metric Value Source / Note

Current Price €58.30 Authoritative live price

Market Cap ~€181.9B €58.30 × 3.12B shares

Trailing EPS €2.05 TTM StockAnalysis / Yahoo

Trailing P/E 28.4x €58.30 / €2.05
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Metric Value Source / Note

Forward P/E ~26.3x €58.30 / ~€2.22

Price/Book 8.9x €58.30 / €6.54 BVPS

Price/Sales 4.41x €181.9B / €41.26B TTM

Price/FCF 22.0x €181.9B / €8.27B TTM FCF

EV/EBITDA ~15.6x FY2026 EBITDA €11.34B

ROE 36.8% Investing.com

ROIC 46.2% StockAnalysis

WACC 9.2% StockAnalysis

Gross Margin 56.5% TTM StockAnalysis / Investing.com

Operating Margin 20.1% TTM StockAnalysis / Investing.com

Net Margin 15.5% TTM Investing.com

FCF Margin 20.0% TTM Implied

Total Debt €5.94B WSJ

Cash & ST Investments €10.97B WSJ

Net Cash ~€5.0B Calculated

Debt/Equity 0.35x StockAnalysis

Interest Coverage 22.4x StockAnalysis

Current Ratio 1.54 WSJ

Quick Ratio 1.22 WSJ

Cash Ratio 1.08 WSJ

Dividend Yield ~2.1% conservative Conflicts: 1.16%–3.12%

Payout Ratio ~60% Conservative DPS €1.20 / EPS €2.00

52-Week Range €46.11–€59.42 Yahoo Finance

Beta 0.93–0.96 Yahoo / Investing.com

Next Earnings Dec 02, 2026 Investing.com

---

10. MONITORING CHECKLIST

Item Frequency Trigger / Threshold Action

Next earnings Quarterly Dec 02, 2026 release Compare revenue vs ~€10.6B consensus
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Item Frequency Trigger / Threshold Action

Revenue growth YoY Quarterly <3% for two consecutive prints Downgrade thesis, re-run bear case

Gross margin Quarterly <54.0% Flag markdown/pricing pressure

Operating margin Quarterly <18.5% Flag cost/discounting pressure

Inventory growth vs sales Quarterly Inventory growth > sales growthFlag overbuying risk

Full-year revenue growth Annual <5.0% Reassess base EPS growth

Dividend Each declaration Payout >80% of EPS Flag sustainability

Share count Semi-annual Dilution >1% y/y Violation of fortress assumption

Entry price Daily €55.00 or lower Upgrade to BUY if no deterioration

Valuation Monthly Trailing P/E >32x or EV/EBITDA >18xTrim watchlist conviction

Sector proxy Weekly SIXY Discretionary breaks below 50-day MARe-evaluate consumer cycle

Analyst revisions Quarterly Two consecutive EPS estimate cutsTighten fair value multiple

---

11. MARKET EXPECTATIONS & CONSENSUS

The current price of €58.30 implies more than the company's recent growth rate. The packet does not publish a

reverse-DCF implied growth rate, so I will not invent one. But the visible consensus embeds 7.0% annual

revenue growth over the next three years and 8.4% EPS growth, both above the European specialty retail

average of 6.1%. The 2Q 2027 consensus calls for revenue of €11.0 billion, +9.1%, and EPS of €0.52. At 28.4x

trailing earnings and about 26.3x forward earnings, the market requires that 8% growth trajectory to be durable

and the premium multiple to hold. Simply Wall St notes that EPS grew 8% annually over the last three years

while the share price rose 15% annually, which means the stock has consistently run ahead of the business.

What the current price implies:

Item Value

Implied Revenue CAGR ~7.0% (consensus 3-year)

Consensus Bull Case +7% revenue, +8.4% EPS, 15% net margin in 2Q 2027

Consensus Bear Case Low target €41.50; SWS fair value €48.27; 1 Sell rating

Short Interest Not provided

Days to Cover Not provided

Analyst Consensus Buy / Overweight (15 Buy, 4 Overweight, 6 Hold, 1 Sell)

Analyst Average Target €60.39

What would validate the consensus: Inditex delivers the 2Q 2027 EPS of €0.52 and revenue of €11.0 billion,

holds gross margin near 56.5% and operating margin near 20%, and keeps free cash flow above €6.5 billion.

The stock moving toward the €60.39 mean target or the €67 high target would validate the premium multiple.
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What would disappoint: Revenue or EPS below the 7%–8.4% consensus, a profit margin below 15%, or

continued estimate cuts. WSJ shows FY2027 EPS estimates already fell from $2.53 to $2.49 over three months

and FY2028 from $2.76 to $2.72. Multiple compression is the immediate price risk; if the stock merely meets

consensus growth, it can still de-rate from 28.4x toward 22–24x.

Forward Valuation Value Assessment

Forward P/E ~26.3x (our estimate); 24.6x Yahoo Premium to growth

PEG 2.63–3.74 Expensive on consensus growth

EV/EBITDA ~15.6x Premium specialty retail

Beta 0.93–0.96 Lower market sensitivity than typical apparel

---

12. KEY BUSINESS DRIVERS

Driver 1: Revenue growth YoY

Why it matters: Top-line growth is the cleanest test of demand and market share.

Current level: +9.10% quarterly YoY; +6.01% TTM.

Bull threshold: Sustained quarterly growth above 7%.

Bear threshold: Two consecutive quarters below 3%.

Next data point: Dec 02, 2026 earnings.

Driver 2: Gross margin

Why it matters: Gross margin captures pricing power, sourcing cost control, and inventory markdown risk.

Current level: 56.5% TTM.

Bull threshold: 57% or higher, showing full-price selling and RFID markdown reduction.

Bear threshold: Below 54%, indicating price investment or markdown pressure.

Next data point: Dec 02, 2026 earnings.

Driver 3: Operating margin

Why it matters: Operating margin shows whether revenue growth converts to operating leverage after store,

logistics, and online costs.

Current level: 20.1% TTM (StockAnalysis/Investing.com; Yahoo shows 18.9%).

Bull threshold: Above 20.5%.

Bear threshold: Below 18.5%.

Next data point: Dec 02, 2026 earnings.

Driver 4: Inventory growth relative to sales

Why it matters: Inventory growing faster than sales signals overbuying, which leads to markdowns and gross

margin contraction.

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX


EQUITY RESEARCH

Page 12  |  November 2026

© Moschovakis Capital  |  Equity Research  |  Confidential — For Informational Purposes Only Page 12

moschovakiscapital.com  |  Full equity research archive

Current level: Inventory +1% while sales +5.8% in latest quarter.

Bull threshold: Inventory growth at or below sales growth.

Bear threshold: Inventory growth exceeding sales growth for two consecutive quarters.

Next data point: Next quarterly report.

Driver 5: Free cash flow margin

Why it matters: FCF funds the dividend and confirms earnings quality.

Current level: ~20.0% TTM implied.

Bull threshold: Above 20% sustained.

Bear threshold: Below 15%, which would force a dividend re-review.

Next data point: Annual and quarterly results.

---

13. PROXY TRACKERS & LEADING INDICATORS

Proxy Ticker/Symbol Relationship Signal

Euro Discretionary Sector IndexSIXY Discretionary Leads consumer cyclical apparel demandBullish if holding above recent 2,358 and making new highs; bearish if it breaks below 50-day MA

Euro Consumer Staples Index SIXR Staples Rotation proxy Bearish for ITX if staples persistently outperform discretionary, signaling defensive consumer behavior

Euro Health Care Index SIXV Health Care Risk-off rotation proxy Bearish if health care outperforms discretionary while ITX stays near €58

Euro Utilities Index SIXU Utilities Rate/defensive proxy Secondary signal: sustained utilities outperformance suggests risk-off positioning

Monitoring rule: If SIXY Discretionary breaks below its 50-day moving average while ITX remains within 5% of

€58.30, re-evaluate the consumer cycle assumption within five trading days.

---

EXIT TRIGGERS

For a HOLD recommendation, these are the events that move the rating to BUY or AVOID.

• Price reaches €55.00 or lower with no deterioration in revenue growth or margins. This triggers an

upgrade to BUY because the base total return reaches approximately 8.0% and the bear case stays positive.

• Two consecutive quarters of revenue growth below 3%. This breaks the base EPS growth assumption

and forces a re-run of the bear case with a lower terminal multiple.

• Gross margin falls below 54%. This signals markdown or pricing pressure from Shein and online return

rates; the moat assumption weakens.

• Operating margin falls below 18.5%. This confirms that revenue growth is not producing operating

leverage; the base fair value multiple must decline.

• Dividend payout ratio rises above 80% of EPS without a special dividend explanation. This reduces

the cushion for a recession and signals management may prioritize the payout over balance-sheet

conservatism.
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• Trailing P/E exceeds 32x or EV/EBITDA exceeds 18x. This removes any remaining margin of safety and

warrants full exit from the watchlist.

• Evidence of dilutive share issuance above 1% annually. This would violate the fortress dilution

assumption.

---

FINAL RECOMMENDATION

RECOMMENDATION: HOLD / WATCHLIST

The business earned its way onto the watchlist: net cash, 46% ROIC, 56.5% gross margins, and positive free

cash flow in every year of the dataset. At €58.30, the market pays 28.4x trailing earnings for that quality. The

base case total return of 7.4% barely clears the hurdle, the weighted return across scenarios is 6.6%, and the

bear case is only slightly positive. The margin of safety is negative 5.7%. The capital preservation mandate

demands a better entry. We set the target entry at €55.00, where the yield rises, the base return reaches 8.0%,

and the bear case still avoids permanent capital loss.

---

ANALYST NOTES

Key Assumptions: Regular dividend of €1.20 per share, 6.5% base EPS growth, 25x terminal P/E, 22x bear

terminal P/E, 26x bull terminal P/E, and a 10-year horizon. These are conservative choices intended to bias the

analysis toward capital preservation.

Limitations: The packet conflicts on EBITDA (€9.77B vs €11.34B), dividend per share (€0.65 vs €1.75), market

cap, and forward P/E. There is no five-year average valuation history, no direct peer metrics, no management

compensation or buyback history, and no verified recession performance for 2008–2009 or 2020. The peer

comparison and management sections are therefore shorter than the framework targets; I will not fabricate data

to fill the gaps.

Confidence Level: MEDIUM. The confidence in business quality is HIGH, but the confidence in the precise

return forecast is MEDIUM because of the valuation source conflicts and the absence of named peer data. We

are more confident in the recommendation structure—do not chase a quality business at a premium price—than

in any single decimal of the scenario table.

Report prepared for Moschovakis Capital. This analysis is for informational purposes only.

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX


EQUITY RESEARCH

Page 14  |  November 2026

© Moschovakis Capital  |  Equity Research  |  Confidential — For Informational Purposes Only Page 14

moschovakiscapital.com  |  Full equity research archive

CONTINUE THE RESEARCH

This report is one of over 120 equity research analyses published by Moschovakis Capital. Each covers valuation,

scenario modelling and risk in the same format as the report you have just read.

Full equity research archive

Latest published research

Enquiries and coverage requests

moschovakiscapital.com

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
https://moschovakiscapital.com/equities/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
https://moschovakiscapital.com/research/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
https://moschovakiscapital.com/contact-us/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX
https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX


EQUITY RESEARCH

Page 15  |  November 2026

© Moschovakis Capital  |  Equity Research  |  Confidential — For Informational Purposes Only Page 15

moschovakiscapital.com  |  Full equity research archive

IMPORTANT DISCLOSURES

This report has been prepared by Moschovakis Capital for informational purposes only and does not constitute investment advice, a solicitation, or an

offer to buy or sell any security. The information contained herein is based on sources believed to be reliable but is not guaranteed as to accuracy or

completeness. Past performance is not indicative of future results. Investing involves risk, including the possible loss of principal. Moschovakis Capital

and its affiliates may hold positions in the securities discussed. This document is confidential and intended solely for the recipient. Any reproduction or

distribution without prior written consent is prohibited.

https://moschovakiscapital.com/?utm_source=research_pdf&utm_medium=pdf&utm_campaign=ITX


EXECUTION INFRASTRUCTURE

For the execution of positions discussed in our research, we use the

following platforms for their regulatory standing, liquidity and reliability.

eToro Equity execution — regulated, social trading infrastructure

Revolut Multi-currency banking and FX

Interactive Brokers Institutional-grade brokerage

Vantage MT4/MT5 execution

Binance Digital asset infrastructure

Hostinger Web infrastructure

Referral links: Moschovakis Capital may receive a commission or bonus if you open an account. It does not affect our research.

© Moschovakis Capital  |  Equity Research  |  Confidential — For Informational Purposes Only

https://etoro.tw/3Lqq7AP
https://revolut.com/referral/?referral-code=angelob3ps!JAN1-26-AR-H1-MDL-CTRL&geo-redirect
https://ibkr.com/referral/angelos846
https://t.me/vantagemarketsbot/VantageMiniAPP?startapp=fead079c34f33c1a285e6f7ce3880c8785c440e2182e30294f905b0a004296cbab74fa0bf70f91efe4f18edf69803882
https://accounts.binance.com/register?ref=84293730
https://hostinger.com?REFERRALCODE=PLZDCAGGEJ41

