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Abstract. Target Corporation was founded in 1902 in Minneapolis, Minnesota. According to the
sales situation, it is one of the largest discount retailers in the United States and the world. Based
on SWOT method, this paper studies the management status of Target, and makes multiple
valuation analysis on the financial data of Target. The research concluded that Target is striving to
become the leader of this enterprise in many aspects, and also has many advantages and
development potential that other peers cannot match.
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1. Introduction

Target Corporation is a general merchandise retailer via its physical stores and other digital
platforms. These products include an assortment of general merchandise and food. Its headquarters
is in Minneapolis, Minnesota, and it is listed among the largest retailers in America (Hoang et al.,
2021). It was established in 1962 to act as the discount partition of the subdivision of the Dayton store
in Minneapolis (Ajmal, 2019). Target Corporation would be the best fit for analysis to help explore
the way products or services are offered to fit into a particular market of possible buyers and discover
what they do that has enabled them to appear among the most competitive retailers in the United
States, to assist other companies to grow (Deepak & Jeyakumar, 2019). With this type of data, various
firms will be in a position to define the markets that are best and least valuable to their productions,
establish correct customer identity, assess the feasibility of fresh products, and discover prevailing
new markets to discover market openings where their products are likely to fit.

2. Company Analysis
2.1 SWOT Analysis

Strengths Weaknesses
¢ Online Services ¢ [t expensive
¢ Robust financial progress ¢ [ssues on the security of customer data
¢ Market avatlabtlity ¢ Minimal presence m the worldwide
market
Opportunities Threats
¢ The mncreasing presence of market * Local competition
¢ Remodeling of stores ¢ Increasing costs
¢ Programs on reward loyalty ¢ Altering behaviors and lking of
customers

Figure 1. SWOT Analysis.
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2.1.1 Strengths:

Target has a digital App called Cartwheel for its customers who prefer to reach them online.
Through Cartwheel, buyers are in a position to place orders online, check store inventory and pricing,
find products along walkways, scanning products, access offers, check out, and manage their credit
cards. Besides, Target is currently on its 11 successive quarters of progressive sales development and
strong presentation in in-store and virtual sales platforms (Hellen, 2020). Its net earnings increased
to $ 3.28 Billion in 2019 from $ 2.94 Billion in 2018. In 20202, its virtual and physical store sales
improved. Also, in the second quarter of the financial year 2020, the profits increased by 80.3%.
Moreover, the corporation has established a maintainable business model that will endure catalyzing
strong progression and, ultimately, its performance and profitability in the long run. Furthermore, it
has a more robust market, particularly in the United States, with 1844 physical stores in 49 states,
mainly in California, Florida, and Texas (Melissa, 2020).

2.1.2 Weaknesses:

With so many such retailers in the U.S., Target will inevitably be compared to its strong and stable
peers in every way. The study carried out by Business Insider reveals that about 15% is charged by
Target for groceries, equated to its most significant competitor, Walmart. Also, the corporation
encountered so many incidences of data breaches. About 70 million debit and credit card information
for customers that were stolen have adversely impacted its reputation, and the corporation faced so
many lawsuits. Target mainly operates locally. It has failed to venture into international markets.
When it opened about 133 in Canada from 2011 to 2015, all the stores were soon closed (Melissa,
2020).

2.1.3 Opportunities:

An increased number of Target stores has been observed, from 1844 to 1868 in 2020, indicating
an increasing market presence. Its several stores are large shopping centers that stock almost every
product. Most of its stores range between 50000 and 169,999 square feet in size. Besides, by the end
of 2020, it was expected to have remodeled 300 stores (Davis, 2021. Though it might look like a
small investment, each store remodeled is expected to improve sales by 2% in the first year and
maintain sales to around 4% in the coming five years. For instance, if the sales in 1000 stores that are
remodeled improve by around 3% each, the amount of revenue that will be generated will be high;
hence remodeling the store is a more significant opportunity for Target. Also, the expansion of its
program on loyalty rewards will allow Target to gain insight into customers' ever-changing behaviors
and likings. Moreover, it will make the customer data available to help in marketing and elevations
(Russell, 2020).

2.1.4 Threats:

Target functions in a highly competitive industry with a low margin. Its local competitors have
stores suited to the locals, and this dramatically affects Target's market share. Due to the increasing
online shopping trends, the corporation is likely to encounter extreme implications for its performance.
Again, the rising costs in Target associated with the high costs of conducting business have wrinkled
its profits and have led to a deterioration in its net earnings (Reuters, 2020).
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2.2 Financial Statement:

an 2020 a0 208 2017

AMANCIAL RESULTS iin milions]
Sales § 0dEm £ 2400 £ TTia0 § WAL § Ti/ed
Criher revenue 1384 1381 882 823 a8
Total rerserve 106008 56581 am TRAEE T2
Cost of sales O3 BAFT 54864 53280 G5
Sedling, genenal and adminisinalive experses [SELA) 2 1BE1S 16,233 15723 1540
Depreciation and amortizstion lechusie of depreciation

ncuded incost of Sales) 2344 2230 2357 224 2235
Operating inoome BO4E E530 4858 4110 4224
et inbepist s © 2 rr o7 461 E&3
Mt ather ncoma) / expengse (382 L3 2] 27 =]
Ezrrings fram contiruing operations befons income s zkeiny BS54 4180 AHTE I3]0
Provision for inoomi tames 156 1.8 274 6 [
et earnings from continuing operations G346 4368 3,268 28G0 2808
Discontinued operations, net of tax - - 7] T [
Met earnings I ] £ 4068 ] & 2oy 251
PER SHARE
Basic sarnings per shane

Contirung operations 1 ok 3 arz 3 £58 4 554 1 o ]

Discontirued operations - - o2 0 Ol
it ésrmings per shans ] W £ [t £ 642 ] o] ] [ 2]
Diluted samings per share

Cantiruing opersions £ Wi0 £ B4 £ B34 £ SE0 1 529

Discontirued operafions - - ooe 0dn |
it Esrmings jper shans ] o] £ flaf] £ BI6 ] G5 ] vt
Cash chvidends declaned 1 338 4 27 4 2R2 -1 254 1 248
FINARGIAL POSITICN (i rmilliors)
Tobal assets £ G3Em £ GLMB £ 427m £ 41290 t 203m
Capitdl sperdhres £ 354 £ 2p40 £ 3o & 356 $ 253
Long-term debl, inchuding cument portion L P L] £ 2880 £ 1400 £ NI £ mooa
et cleshot 12 1 BFa5 £ G036 £ G4aEn £ 156 N
Shansholders” rvestment L £ 444D £ nax £ a7 £ NES
FINANCIAL RATIOS
Cornparable sales growth = 2Tk L= S A% B0 13%
1Gross rmangin % of =ales) 2EE 2E% R e 28E%
SELA expanses (36 of otal reverue] 1B6% BE% 208% %% A%
Operating inoome mangin (3% of otal reveruel B i G0% 5.5% SB%
OTHER
Cormmon shanes outstanding (in milions) a3 SO0 5042 5B 54T
Operating cash fiow provided by continuing
operators N millions) L4 aE35 £ 0ES £ e 1 5570 £ BB
Resverne per sipeane foot ™ 1 437 3 /8 3 7 ] -1 ] 1 258
Pletal Sopsre feel n thousands) e IR | 21548 240505 23958 256
Scpare fooksge growh 0™ 05% 0% % %
Total mumber of stores 1926 18a7 1AE8 1844 iy
Total mumber of distribution centers 48 24 42 40 4

Figure 2. Financial statement.

Based on the indicated financial statement of the organization, Target has experienced a significant
increase in its sales revenues, especially in the last five years. For example, the company realized a
revenue of $71,788 in 2017, which increased by almost 30% to reach $104,611 in 2021. Such growth
also supported its financial position, and ratios per share, increasing its market share in the industry.
The total sales of $104,611 Million in 2021 were generated from different stores of the company,
with Beauty & Household Essentials generating 26%, Food & Beverage generating 20%, Home
Furnishings & Déor 19%, Hardlines contributing 18% and 17% from Apparel & Accessories (Target
Corporation, 2021), as summarized in the figure below.
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’
26% 20% 19% ' 18% 17%

)

Beauty & Household Food & Beverage Home Furnishings Hardlines Apparel &
Essantials & Décor AECBESOries

Figure 3. Market share of Target Company.

3. Industry Analysis
3.1 Competitive Rivalry

The retail market in the US has attracted different national and international investors willing to
start their businesses and grab the market share, hence the reason for many stores in this industry.
Target Corporation is competing with eight major competitors in US retail sector, making the
competition more intensive. Brands like Walmart have stayed ahead in the market with average
revenue of $374.80 billion. Other competitors like Kroger Co, Walgreens, Amazon, Costco, and
Target Corporation are about $115.89 billion, $82.75 billion, $102.96 billion, $93.08, and $71.88
billion, respectively (Adamkasi, 2022). Based on that, it is ideal that competitive rivalry in the US
retail market is intense.

3.2 Bargaining power of the buyers

The retail industry in the US has several stores, and consumers can make their purchases from
such stores without incurring any extra cost or benefit. There are no radical differences in the cost of
offering for purchase in this sector, keeping the control high for consumers (Adamkasi, 2022). There
is also a low switching cost, making the bargaining power of the buyers to be high in the US retail
market.

3.3 Bargaining power of the suppliers

The product suppliers in the US retail markets are manufacturers or traders dealing with a
particular product. There are more suppliers in the industry. However, the billion-dollar sales of the
companies are making the suppliers dependent on sales agents to remain competitive while growing
in the market (Adamkasi, 2022). Such suppliers offer different terms of sales to the retailers, thus
increasing their bargaining power.

3.4 Threats of New Entrants

The retail market mainly appeals to local decoration levels and has always been a convenience
store concept. Although the target of this retail is groceries, it is also classified as retail. It becomes
easy to open a small retail store with less capital investment. It also has few legal requirements or
even skills (Adamkasi, 2022). These factors are making the threat of new entrants to be high.

3.5 Threat of substitutes

Based on current technological developments and the current situation, the threat of alternatives
in the retail industry is low. People are still more biased and accustomed to the traditional retail
industry. Therefore, the threat of alternatives cannot be a matter of great consideration.
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4. Multiple Valuation Analysis

4.1 P/E Ratio

The historical and current P/E ratio for Target Corp indicates that the company has realized
significant positive growth in the market. Generally, the PE ratio is the most straightforward approach
to assess whether the stock is under or overvalued based on its widely used valuation measure. As
indicated in the figure below, the current PE ratio of Target Corp is 18.98 as of August 22, 2022. The
figure has also highlighted the historical PE ratio for the last few years ranging from 2010 to 2022.
In those years, Target realized the highest PE ratio of 25.29 on April 30, 2016.

20
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Figure 4. The historical and current P/E ratio for Target Corp.

4.2 EV/IEBITDAR

The latest twelve months of Target's EV/EBITDAR is 10.3x. The company’s EV/EBITDAR for
fiscal years ending February 2018 to 2022 averaged 9.2x, while the organization was operating at a
medium EV/EBITDAR of 9.6x from fiscal years ending February 2018 to 2022. For the last five
years of Target’s operation in the market, its EV/EBITDAR peaked in January 2021 at 11.4x. The
lowest of their EV/EBITDAR in these five years was in February 2018 at 7.3x. Further, its
EV/EBITDAR reduced in 2012 by -11.2% but later increased in by +12.4%, +4.7%, +26.6% and
+18.7% from 2018 to 2021 respectively (NYSE, 2022). The figure below indicates the summary of
Target's EV/IEBITDAR.

Figure 5. Target's EV/IEBITDAR.

4.3 Price/Sales

As indicated in the figure below, the historical P/Sales ratio value for Target Corp has been varying
across different years, especially for the last ten years. The current P/Sales ratio for this company, as
of August 22, 2022, is 0.74.
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Figure 6. The historical P/Sales ratio value for Target Corp.

5. Conclusion

In a summarized perspective, Target has of late developed into one of the most excellent prevalent
retail stores in the United States. It has a persistent progression in its performance and production. A
lot of competition is faced by Target, with companies in the same industry, such as Walmart. They
are all regarded as the leaders in retail mechanization, and they have all equated reasonably even
though their products are relatively different. However, in terms of disposable consumer income, they
are considered great market rivals.

In conclusion, it can be seen from the above analysis and research that Target is striving to become
the leader of this enterprise in many aspects, and also has many advantages and development potential
that other peers cannot match.
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