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P, Investment Analysis:
The TJX Companies, Inc. (TJX)
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THE QUALITY PARADOX: A TIER-1 ASSET AT A TIER-3 PRICE

v
é
BUSINESS QUALITY X ] GROWTH OUTLOOK VALUATION
GREEN | YELLOW RED
@ Wide Economic Moat ! US Saturation Nearing 5P Priced for Perfection
I/]]i 23% ROIC (98t Percentile) _ Marmaxx approaching ~A ~35xP/E
] 18001 3,000 store cap il (vs. 24x Hist. Avg)
e 21,000+ Vendor Network
Int’l Growth is Lower =1 Earnings Yield (2.8%)
6‘? Anti-Fragile Supply Chain @ Margin (5.9% vs 14%) L_'] < Risk-Free Rate

Conclusion: Exceptional business offering no margin of safety at current levels.
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The ‘Treasure Hunt’' Psychology Drives Velocity

Opportunistic Cans ety
SN '\ Changing
\') Assortment
"\ \
: Value Gap:
High \ High
Frequency Velomty Inventory 20% to 60%
Visits \ Englne Turn (6.3x) below full-price
\ retailers
FOMO x Scarcity
(Fear Of Missing Out) _— Principle

Digital Insulation: E-commerce is <2% of sales. The low AUR and treasure hunt dynamic make the model

structurally resistant to Amazon.
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THE BUYER OF LAST RESORT: A NETWORK OF 21,000 VENDORS

Editorial Finance
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RISK MITIGATION

No single vendor accounts

Sourcing from
3, 100+ Countries
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1,300+ Buying
Agents globally -
Premium brands use TJX to quietly
clear excess inventory without

THE DISCREET
LIQUIDATION CHANNEL
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for >5% of merchandise.

directly from China

7 <10% sourced

—

ice brand equity.

-price

damaging full



Turning Macro Chaos into Margin Expansion

The Crisis: Tariff Shock The Solution: Liquidity Advantage

2025:145% Tariffs on
Chinese imports cause
supply chain panic.

III[IILJIIII Competitors forced to

Vendors imported early
to beat deadlines,
creating a domestic glut.

TJX used its balance
sheet to buy excess
stock at distressed
pricing.

!II! raise prices.

opportunity.”

Result: TJX expanded
merchandise margins while
competitors took write-downs.
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Financial Supremacy: The ROIC Spread

TJX generates returns in the

. 0
98.4th percentile of the 23 .0%
Consumer Discretionary
sector.
For every dollar invested, 179

Value 720
the company generates o :
: reation
returns vastly superior to Spread:
peers. ~15%
7 .95% ~8%
WACC TJX ROIC Ross Stores Burlington

(Cost of Capital)
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Funding Growth with Vendor Capital

Negative Working Capital Cycle

A

| |
Day O Day 30 Day 45
Inventory $ .
Arrives at Store Item Sold to Customer Payment Due

(Cash Collected) to Vendor

TJX sells goods and collects cash 15 days before it has
to pay its suppliers. This float effectively allows vendors
to fund TJX's operations and expansion. Inventory Turnover: 6.3x
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The Saturation Wall:
Marmaxx Approaches Maturity

Marmaxx (US) 88%
G ) 2,c59 / 3,00 Stores (Late Stage)
HomeGoods (US) 56%

> 1,015 / 1,800 Stores (Mid Stage)
Sierra (US) 30%

>) 96 / 325 Stores (Early Stage)
Canada 100%

650 / 650 Stores (Saturated Cash Cow)

The core Marmaxx engine has fewer than 350 locations left in its growth pipeline. Future unit
growth is forced into lower-density rural markets or international expansion.
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The Cost of Global Expansion: Margin Dilution

(S Revenue Mix 1l Segment Profit Margin

International
13%

Marmaxx US 141%

. Structural Drag

9.9%

International

US (Europe/Aus)

87%

As US saturation forces growth overseas (e.g., expansion into Spain, JVs in Mexico/UAE), the
consolidated operating margin faces downward pressure due to lower international profitability.
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‘ Capital Allocation: The Buyback Trap
4
-

35x P/E

TJX Stock Price L
Share o
Repurchases g
Earnings Yield at 35x P/E: 2.8% Risk-Free Treasury Yield: 4.5%

’ Management is deploying capital into an overvalued asset (2.8% yield)
‘ when cash could earn 4.5% risk-free. This destroys intrinsic value.

P F .
. 1:'.‘_1- -%' '.:.‘_
¥ o ¥




The Incentive Mismatch Driving Buybacks

EPS Engineering Loop
Outcome Executive Incentives
Executive Payouts @ Bonuses tied to EPS
Growth

Triggered

The
Agency
Problem

Corporate Action

Aggressive Share
Buybacks ($2.5B )

Financial Impact

Reduced Share Count
artificially boosts EPS

While ROIC is a metric, the heavy weighting on EPS encourages buybacks even when the stock is
historically expensive, aligning management with short-term metrics over long-term value.
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Operational Headwinds Threatening the Premium

g

Ind

Wage Inflation

364,000+ associates
globally.

SG&A has risen to
20.1% of sales.

Continued tight labor
markets will compress the
bottom line.

Retaill Shrink

Inventory loss (theft)
remains volatile.

Any

reversion to mean creates
Immediate gross margin
drag.

gk

Supply Quality (Al Risk)

Long-term threat: Brands

using Al to predict demand
may reduce “excess
inventory” production,
forcing TJX to source
lower-quality goods.
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Editorial Finance

Valuation: Priced for Absolute Perfection

Historical P/E Ratio (10-Year)
40x

Current: ~35x

30x The Premium Gap (+50%) Peer P/E

TJX 35.0x

Historical Norm (20x - 24x)

20x Burlington 29.2x

Ross Stores 24 .0x

10x

Ox
10 years 8 years 6 years 5 years 4 years 2 years present
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The Math of Returns: Growth vs. Compression

+1.0% =/ 9%
0% S Y -
+9.0% 1) Reversion from
35X to 24x
~2 . 9%
EPS Growth Dividend Multiple Compression Net Annual Return

Even if the business performs perfectly, valuation compression will negate
operational gains. At 35x, future returns are already pulled forward.
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Verdict: Wait for the Compression

Tier-3

y I Price

Valuation

Business
Quality

A Tier-1 Business at a Tier-3 Price.

Recommendation: HOLD / WATCH. Wait for valuation to realign with historical norms.
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