
 

  

                                                                                                                                                                                                                  

Abercrombie & Fitch: Buy, Price Target $17.50                 Jan 11, 2017  

Abercrombie & Fitch (ANF) is a clothing retailer that operates stores 
and online operations in North America, Europe, Asia and the Middle 
East under the Abercrombie & Fitch and Hollister brands. Although 
the Abercrombie brand is experiencing difficulties 54% of the 
company’s sales are from the Hollister brand, which is not 
considered to be challenged. The company is trading for a little bit 
over $600 million and we consider the Hollister brand and assets to 
be worth between $800-900 million. Also, we expect Abercrombie 
to recover throughout 2017. Overall the company is in good financial 
shape with $470 million in cash and demonstrating the beginning to 
middle of a turnaround for the Abercrombie brand. ANF is trading at 
2.34 X our 2016 EBITDA (ridiculously low) estimate. Unlike many 
other retailers, ANF has no debt net of its’ cash holdings. 
 
Founded in 1892, the company has a history as an elite outfitter of 
sporting and excursion goods. Later, ANF was acquired and spun off 
by Limited Brands. Previous CEO Mike Jeffries, was branded as a 
problem and departed in 2014. Issues revolved around the elitist 
perceptions of the Abercrombie brand, due in part to the use of 
seminude models, and Jeffries own comments. This was combined 
with the outsized placement of the companies’ various logos on its’ 
clothing. In response, the company has begun to play down the use 
of the once prevalent Abercrombie logos. Other efforts are focused 
on store and costs rationalization and repositioning Abercrombie’s’ 
style. We believe that the company has an excellent brand identity 
as an outfitter of sporting and excursion goods to return to.     
 
Net sales for the third quarter of $821.7 million were down 6% over 
last year, with same store sales for the third quarter down 6%. YTD 
the Hollister brand sales comps were down 1% and the Abercrombie 
sales are down 10%. The company forecasted an improvement in 
store sales for the holiday season and continued strength at the 
Hollister brand. ANF commented: "As expected, our third quarter 
was challenging. While Hollister improved sequentially, it was more 
than offset by disappointing performance in A&F. We were pleased 
with the progress in Hollister where the comparable sales trend 
improved throughout the quarter…. we do expect to deliver modest 
overall comp sales trend improvement in the fourth quarter as we 
intensify what is working .” 
 
We rate ANF as a buy due to the strong cash position, strength at 
Hollister (54% of sales), the turnaround at Abercrombie and the low 
EBITDA to Enterprise value multiple. Our price target is $17.50. 

 

 



 

 

 

 

Broxton Capital Advisors is an investment advisor located in Westwood, California. The company manages the 

assets of individuals, corporations, retirement plans and sub advises accounts for registered investment advisors 

using the Primary Broxton Strategy or PBS. The strategy invests and reinvests portfolios with the objective of 

attaining long-term capital gains and income.  

Further information can be obtained at: www.broxtoncapital.com 

SEC Rule 206(4)-1 disclosure: this report is approved by the CCO of Broxton Capital. Individuals should consider 

the inherent risks before investing and this report should not be construed as advice tailored to an individual’s 

investment criteria or objectives. Important Disclosure: In the normal course of our communications or reports, 

we analyze, review and discuss current, past and possible future securities holdings. In the case of any security 

reviewed by us, It should not be assumed that recommendations made in the future will be profitable or will 

equal the performance of any profitable security that is reviewed or discussed. On request we provide a list of 

all investment recommendations made by the firm over the last twelve months. Also from time-to-time we may 

also discuss and display, charts, graphs, formulas which are not intended to be used by themselves to determine 

which securities to buy or sell, or when to buy or sell them. Such charts and graphs offer limited information 

and should not be used on their own to make investment decisions.   
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