
 

 

Off Price, On Point 
The TJX Companies Inc. has weathered a competitive retail environment, 

supported by its attractive off-price strategy and self-identified Flexible 

Business Model. With management prioritizing store expansion and 

international growth alongside consistent buybacks and dividends to 

shareholders, we see a clear opportunity for upside. We initiate TJX as a 

BUY rating and a PT of $162.00. 

Opportunistic Buying:  

The flexible business model of TJX includes opportunistic buying, inventory 

management, and flexible store layouts are designed to deliver competitive 

name brand value to customers. Opportunistic buying is the thought 

philosophy that TJX is not committed to any certain product or brand, only the 

best deals that meet their customers’ needs. Opportunistic buying allowed 

TJX the flexibility to seek out and take advantage of opportunities while 

combating the newly imposed tariffs. Under the circumstances that a 

particular apparel or home good was subjected to a significant rise in price 

due to tariffs, TJX would downplay that category and find opportunity 

elsewhere. This was not a problem for consumers, because the expectation 

of TJX customers is to find something new every time you enter one of their 

stores.  

Expansion Opportunities:  

Expansion of The TJX Companies Inc. through the addition of new stores 

continues to be a large part of their global growth strategy. Management has 

set a target of 7,000 stores worldwide, compared to 5,085 stores at Fiscal 

Year End 2025. TJX intends to expand its operations within their current 

geographies (United States, Canada, United Kingdom, Ireland, Germany, 

Poland, Austria, and Netherlands) and expand into Spain.  TJX’s successful 

strategy of opportunistic buying, localized vendor relationships, and flexible 

store formats reduce execution risk when entering new regions. Their 

“treasure hunt” shopping experience is marketable across borders, which TJX 

has found success with outside the US. We believe the continuous expansion 

of TJX will drive steady revenue growth over the coming years. 

Company Overview   

The TJX Companies, Inc. is the leading off-price apparel and home fashions 

retailer in the United States. They offer a rapidly changing assortment of 

brand name and designer merchandise at discounts typically 20%-60% 

below full-price retailers. Their inventory turnover runs at about 6 times per 

year, indicating strong demand and efficiency. They reach a larger 

demographic of age groups and income levels. They leverage the substantial 

buying power of their businesses with their global vendor relationships. They 

operate their business in four segments: Marmaxx and HomeGoods, both in 

the U.S., TJX Canada, and TJX International, including Europe and Australia. 
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TICKER:                           $TJX   

RATING:                                                BUY 

PRICE:                    $139.70    

PRICE TARGET:                   $162.00 

MARKET CAP:                $158.58 B 

52-W RANGE:                  $111.73 - $146.46 

P/E:      32.34x  

IMPLIED UPSIDE:    16.05% 
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Risk 1  

TJX aims to open over 1,800 stores globally in the next five years. There is an 

execution risk in maintaining good brand image and product quality. Expanding too 

quickly could lead to supply shortages and uneven store performance. Meanwhile, 

their biggest competitors like Ross and Urban Outfitters are fighting for market share. 

If TJX fails to maintain its ‘treasure hunt” appeal, especially in Europe and Canada, 

projected revenue growth could be hindered. Additionally, there is a risk capital 

expenditures associated with opening new stores may not directly translate to 

proportional revenue growth. 

Risk 2  

TJX sources its inventory through a network of thousands of vendors, but a significant 

portion of the products in their stores comes from a select pool of key vendors. As 

more retailers continue to optimize their own inventories the volume of excess goods 

available to off-price retailers dwindles. If the availability of brand name overstock 

decreases, TJX will have to sacrifice quality, quantity, and/or favorable discounts 

which will directly decrease their margins.  

Catalysts  

TJX continues to benefit from strong traffic trends as consumers look for discounted 

name brand items. Continued demand through the holidays could lead to another 

quarterly earnings beat. Ongoing share buybacks and dividend growth showcase 

management’s confidence in the business. International expansion and domestic 

store growth provide a consistent path for revenue growth.  If TJX can continue to 

deliver fresh name brand inventory to maintain its treasure hunt appeal, the stock 

could see growth. 

Valuation   

 

Our base case DCF valuation is based on revenue growth primarily driven by 

continued store expansion, especially internationally. Our DCF assumes a 12.7x 

EV/EBITDA exit multiple and a 7% revenue CARG through FY2030. These projections 

are based on our optimistic outlook on TJX, and their solid long term value creation. 

Conclusion 

The TJX Companies, Inc. has a resilient off-price model, and strong free cash flow 

generation. The company’s flexible opportunistic buying strategy and expansion 

opportunities position them well for steady growth. With durable margins, a 

competent management team, and clear opportunities for earnings growth,  e 

initiate TJX  it  a BUY rating and a PT of $162.00, representing 16.05%  pside in 

t e next year.  
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Weighted Average Cost of Capital ($mm) 

Market Risk Premium  4.33% 

Beta  0.89 

Risk Free Rate  4.39% 

Cost of Equity   7.62% 

Weighted Average Cost of Debt 5.40% 

Tax Rate  25.00% 

Cost of Debt   0.31% 

Total Equity  $155,967 

Total Debt  $8,482 

Equity/Total Capitalization 92.24% 

Debt/Total Capitalization 7.76% 

WACC   7.94% 
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Downside Case: Tighter inventory availability, 

weaker US demand unsuccessful international 

expansion. 15x EV/EBITDA multiple implies a fair 

value of $107. 

Upside Case: Upside derives from stronger 

discretionary spending and faster international 

growth. 23x EV/EBITDA multiple implies a fair 

value of $206. 

Disc os res and Ratings: Bluegrass Capital Research does not hold any professional relationships with the securities mentioned in this 

report. Our ratings are defined as follows: B y (expected to outperform the market), Ho d (expected to perform in line with the market), and 

Se   (expected to underperform the market), typically over a 12-month horizon. This report is for educational and informational purposes only 

and should not be considered as financial advice. 


