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City Chic Collective (CCX)

USA underpins strong start to FY22

USA/ANZ performing strong, UK facing ST logistics issues

At its AGM today, CCX provided commentary on trading for the FYTD, as follows:

Strong sales growth, underpinned by the USA: CCX stated it has “achieved
strong total revenue growth and comparable sales growth so far in FY22.” The
USA, which is now CCX'’s largest market based on active customers and website
traffic visits, continued to achieve strong growth — Avenue.com continues to trade
above pre-acquisition levels while City Chic US online has recovered to strong
growth levels. In ANZ, stores in NSW/VIC have traded well since reopening while
online continues to be strong and has not slowed following store re-openings. In
the UK, following a strong start, Evans has moderated into autumn/winter due to
logistics issues. We note, the UK and Europe is still a relatively small percentage
of CCX’s global business at this stage (EMEA accounted for ~6% of FY21 sales).

Well stocked in key USA / ANZ markets ahead of peak trading period: Global
shipping continues to be a challenge, although CCX has mitigated risks on costs
and timing. On a cost level, CCX’s increased volumes have resulted in greater
buying power and lower input costs; while on a timing level, CCX has added an
additional two month’s lead time into shipping and production. With this, CCX is
well set for the peak trading period ahead in ANZ and the USA. In the UK, labour
shortages and logistics issues have impeded inventory build, although this is a
transient situation with CCX working with its logistics partner to resolve the issue.

FY22 earnings to be skewed to 2H22, as we expected: Reflects: 1) ANZ 1H22
lockdowns; 2) development profile of Evans/Navabi; 3) ramp-up of marketplace
partners; & 4) the ongoing shift to USA/UK which are seasonally stronger in 2H.

Earnings changes & Investment view: Retain Buy, PT $7.40

We expect the strength in the USA will offset short-term logistics issues in the UK, and
hence make no material EPS changes in FY22-FY24. Stronger long-term assumptions
in the USA and time-creep increases our price target to $7.40 (previously $7.05). The
combination of CCX’s significant global growth prospects, flexible business model,
ample funding headroom, favourable industry tailwinds and strong management team,
is attractive. We retain our Buy rating on the stock.

Earnings Forecast

Jun Year end

2021a 2022e 2023e 2024e

$8.0 Sales (A$m) 2585 328.0 3023 4613
$7.0 o\ EBITDA (A$m) 50.2 61.7 755 93.2
56.0 NPAT (reported) (A$m) 21.6 35.2 46.2 58.9
5.0
24 0 NPAT (underlying) (A$m) 241 35.2 46.2 58.9
53'0 , EPS underlying (cps) 10.1 145 19.1 243
$2.0 " [P EPS underlying growth (%) 64.5% 43.5% 31.3% 27.5%
$1.0 v PER (on underlying EPS) (x) 63.6 443 338 26.5
. v
$0.0 . . . . EV/EBITDA (x) 30.2 24.6 20.1 16.3
Nov 19 May20 Nov20 May 21 Dividend (¢ps) - 3.9 14.3 18.2
Yield (%) 0.0% 0.6% 2.2% 2.8%
e CCX S&P 300 Rebased Franking (%) 100% 100% 100% 100%
ROE (%) 17.7% 17.2% 19.3% 22.2%
SOURCE: IRESS. QURCE: BEI| POTTER SECURITIES ESTIMATE:
BELL POTTER SECURITIES LIMITED DISCLAIMER:
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City Chic Collective (CCX) 17 November 2021

City Chic Collective

Company Description

City Chic Collective Limited (CCX) is a global multichannel retailer, with >70% of sales
online, specialising in plus-size women’s apparel, accessories and footwear. It is a
collective of customer-led brands including City Chic, Avenue, Evans, Navabi, CCX, Hips &
Curves and Fox & Royal. Following CCX’s recent acquisitions of Evans and Navabi, the
company now has four high traffic online platforms, each with a strong customer following,
across four key markets. These include City Chic in ANZ, Avenue in the USA, Evans in the
UK and Navabi in Europe/UK.

Investment Strategy

We rate CCX Buy with a price target of $7.40. CCX’s growth strategy seeks to capitalise on
its leading ANZ market position while also continuing to grow its international presence. In
ANZ, online is CCX’s most profitable channel & offers the most upside (lifestyle extensions,
broader product range through online exclusives). Offshore, the key market opportunity is
the USA (priority is to grow online via City Chic US, Avenue, Evans, Navabi and Hips &
Curves websites).

Valuation

Our blended 12-month price target is $7.40. Our DCF is $7.64 (WACC of 9.5%) while our
SOTP (EV/EBITDA basis) is $7.15. We take a simple average to derive our price target.

Risk to Investment Thesis
Key Investment risks include (but are not limited to):

e COVID-19: The substantial impact of COVID-19 on the global & domestic economies is
creating enormous volatility and uncertainty in global share markets. The forecasts in
the report may be subject to significant changes if this situation continues for an
extended period of time.

e Offshore expansion: CCX’s growth strategy is reliant on a number of partnerships.
Unforeseen changes/termination in arrangements may impact our earnings forecasts.

e Brand Deterioration: Due to poor product quality/design, or poor customer service.

e Store program in ANZ, (albeit CCX's primary focus is online):.Changes to the store
program, or failure to renew/obtain leases on acceptable terms, may impact earnings.

e Competition: New competitors or aggressive behaviour from existing competitors may
impact CCX’s market position and profits.

e Cyclical risk: CCX retails mainly apparel & accessories which are discretionary items.

e Changing Consumer Trends/Preferences: Failure to move with changing consumer
trends/preferences could impact sales.

e Personnel risk: The loss of key senior personnel may affect CCX’s ability to execute
on business strategies, achieve targets, as well as move with current trends.

¢ FX movements: CCX operates locally and offshore, hence generates revenue & incurs
costs in foreign currencies. Most goods sourced for domestic business are priced in $A.

e Product & Supply Chain: CCX’s products are manufactured in China and hence are
exposed to risks around sourcing, production, warehousing & supply chain disruptions.
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City Chic Collective
as at 17 November 2021

Table 1 - Financial summary

Jun Year end 2019 2020 2021 2022e 2023e 2024e Price $6.44
Recommendation Buy
Sales revenue 1484 1945 258.5 328.0 392.3 461.3 Diluted issued capital (m) 2420
... Change 12.6% 31.0% 32.9% 26.9% 19.6% 17.6% Market cap ($m) 1,558.8
EBITDA 249 388 50.2 617 755 932 Target Price (A$ps) $ 740
... Change
Deprec. & amort, (39) (17.5) (144) (128 (12.6) (14.) Jun Year end 2019 2020 2021 2022e 20232 2024e
EBIT 09 A3 B M9 09 02
Net Interest 04 (13) (11) 0.7 21 38 Underlying EPS (¢ps) 76 6.2 10.1 145 19.1 243
Pre-tax profit 213 200 347 495 65.0 82.9 ... % change nfa -19.4% 64.5% 435% 3% 27.5%
Tax expense (6.2) (7.5) (10.7) (14.4) (18.9) (24.0) PE (on underlying EPS) (x) 844 104.6 63.6 43 338 265
... taxrate 29% 38% 31% 29% 29% 29% EV/EBITDA (x) 60.91 39.06 30.19 2451 2007 1626
Associates - - - - - - EVIEBIT () 72.38 7114 42.30 3101 2410 19.14
Minorities/Prefs - - - - - - EV/Sales (x) 10.21 179 5.86 462 386 328
Underlying Net Profit 15.1 12.5 24.1 3H.2 46.2 58.9
... Change na  -17.6% 93.0% 46.2% 31.3% 21.5% NTA ($ps) 015 0.07 044 058 0.69 0.79
Abs. & extras. (09) (33 (25) - - - PINTA (x) 4382 90.10 1453 11 935 814
Reported Profit 143 92 216 35.2 46.2 58.9 Book Value ($ps) 0.22 0.26 0.76 093 104 114
Price/Book (x) 2882 2457 8.52 691 6.19 563
Assumed AASB16 adjustment to Underlying EBITE (123) (7.8) (7.9) 8.1) (84)
Underlying EBITDA (Pre-AASB16) 265 24 537 67.4 84.9 DPS (¢ps) 65 - - 39 143 182
... % pay-out 82.7% 0.0% 0.0% 21.0% 75.0%  75.0%
Yield () L0%  00%  00%  08% 2% 28%
EBITDA 249 388 50.2 617 755 932 Franking (%) 100% 100% 100% 100% 100%  100%
Working capital changes (22.8) (7.2) (25.7) (5.5) (5.4) (6.2)
Net Interest Experse 04 () @4 07 21 38
Tax L9 (44) 92 (10.7) (16.6) (21.9) Revenue growth (%) 12.6% 31.0% 32.9% 26.9% 19.6%  17.6%
Other operating items 210 (L9) (03 15 15 17 EBITDA growth (%) 25.1% 56.0% 29.4% 22.9% 24%  234%
Operating Cash Flow 215 252 15.2 416 57.1 70.6 EBITDA/sales margin (%) 16.8% 19.9% 19.4% 18.8% 193%  20.2%
Capex (8.1) (5.5) (6.6) (6.6) (7.8) 9.2 EBIT/sales margin (%) 14.1% 11.0% 13.9% 14.9% 160%  17.2%
Free Cash Flow 134 19.7 86 411 49.3 614
Acquisitions (25) (25.7) (40.2) (9.6) - - Gross cash conversion (%) 92.7% 76.6% 49.4% 93.5% 9%.9%  95.2%
Disposals 311 - - - - - Free cash-flow yield (%) 1.1% 15% 0.6% 2.6% 3.2% 3.9%
Payment of leases - (116) (78 (45) (4.6) @7 ROE (%) 35.0% 24.7% 17.7% 17.2% 193%  22.2%
Dividends paid (9.6) (29) - - (25.8) (40.0) ROIC (%) 80.2% 29.9% 30.1% 30.9% 3.0%  44.3%
Other investing items (25.4) - - - - - Capex/Depn (x) 21 10 10 13 17 16
Equity - - 108.6 - - -
Debt increase/(reduction) (129 175 (17.5) (27.0) (18.9) (16.5) Net interest cover (x) nla 15.9 326 nla nla nla
Core Net Debt/EBITDA (pre-AASB16) (x) nla - nla nla nla nla
Balance Sheet (A$m) Net debtequity (%) -52.4% 433%  -237%  -3L1%  -353%  -38.0%
Cash 232 214 75 79.7 98.6 1152 Net debtinet debt + equity (%) -110.3% 302%  -3L1%  -45.2%  -545%  -613%
Receivables 46 5.1 56 8.6 9.9 114
Inventories & WIP 194 381 67.0 715 89.0 102.3 Half yearly (ASm) 2H19 1H20 2H20 1H21 2H21  1H22e
Other current assets 13 2.3 6.9 6.9 6.9 6.9 Sales revenue 730 104.8 89.7 1171 1414 155.8
Current Assets 485 66.8 150.9 1727 2044 2357 EBITDA 91 210 118 212 230 292
Receivables - - - - - - Deprec. & amort. (30 (2.3 (35) (31) 3.3 (2.5)
Assoc & investments - - - - - - EBIT 6.1 184 29 200 158 228
Fixed Assets (PP&E) 93 89 10.2 118 151 186 Interest expense 0.2 (0.6) (0.8) (0.5) (0.6) (0.0)
Right-of-use Assets - 223 24 230 236 242 Pre-tax profit 6.3 178 21 195 152 28
Intangibles 15.2 392 75.6 8.2 852 85.2 Tax expense (2.2) (5.5) (2.0) (5.8) (4.9) (6.6)
Other non-curr assets 121 8.7 78 78 78 78 ... taxrate 34% 31% 92% 30% 32% 29%
Non Current Assets 365 79.1 116.0 127.9 1317 1358 Associates - - - - - -
Total Assets 85.0 145.8 267.0 300.5 336.1 3715 Minorities - - - - -
Short term debt - - . - - - Underlying Net Profit 41 12.3 0.2 137 10.3 16.2
Creditors 255 315 419 49.9 574 65.9 Abs. & extras. 02 (L8) (15) (06) (L9)
Provisions 10.6 8.9 9.9 113 12.7 143 Reported Profit 44 105 (1.3) 131 84 16.2
Other cur liabilities 08 9.3 124 12.6 128 131
Current Liabilities 36.9 55.7 64.1 738 829 933
LT debt (incl. leases) - 355 188 - - -
Creditors - - . - - -
Provisions 19 08 05 05 06 0.7
Other non curr liabilities 19 - 0.7 0.7 0.7 0.7
Non Current Liabilities 38 363 19.9 12 13 14
Total Liabilities 40.7 92.0 84.1 75.0 84.2 9.7
Net Assets 443 539 182.9 2255 2519 2168
Share Capital 49.1 491 1584 1584 1584 1584
Reserves 02 22 04 04 04 04
Retained Earnings (4.6) 2.6 24.1 66.7 932 118.0
Shareholders Equity 43 53.9 182.9 2255 2519 276.8
Outside Equity Interests - - - - - -
Total Equity 443 539 182.9 2255 2519 2768
Core Net debt/(cash) $m (232) (39 (71.5) (982)  (1169) (1332
Net debt/(cash) [incl. leases] $m (23.2) 23 (43.4) 70.2) (889  (1052)

SOURCE: BELL POTTER SECURITIES ESTIMATES
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Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
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as ‘Speculative’ a return of >30% is TS Lim Banks 612 8224 2810 tslim
expected. John Hester Healthcare 612 8224 2871 jhester
Expect total return between -5% Tanushree Jain Healthcare 612 8224 2849 tnjain
and 15% on a 12 month view Steven Anastasiou Industrials 613 9235 1952 sanastasiou
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Palicy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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