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THE GAP, INC.
The Gap, Inc. (GAP) Gapis a well-known global clothing retailer operating under

the Old Navy, Gap, BananaRepublic, and Athleta brands. The company manages | Shares Outstanding 377
2,562 company-operated stores and has 998 franchise locations spanning Asia, | Equity Market Cap 9,131
Europe, Latin America, the Middle East, and Africa. In 2023, Gap reported sales | Enterprise Value 8,401
of $14.9 billion and is currently trading at a cheap 5.3x our 2024 EBITDA | EBITDA 2024 est. 1,582
. EV EBITDA multiple 531
estimate.
2024 EPS 1.92
o ] o 2025 EPS 2.73
Historically regarded as a mediocre performer, Gap began a significant | 5454 cash Flow Yield 9.85%
turnaround in August 2023 with the appointment of CEO Richard Dickson. | projected Dividend Coverage % 398%
Formerly at Mattel, Dickson is credited with revitalizing iconic brands such as | 2025 current Cash Flow Yield 13.20%
Barbie, Hot Wheels, and Fisher-Price while steering Mattel back to growth. | Enterprise Value 8,401
Under his leadership, Gap is showing tangible signs of improvement. As of 3 | Dividend coverage 398%
quarter 2023 net sales, margins, and market share all demonstrated growth. | _Dividend Yield 6.90%

Cash and cash investments surged 64% year-over-year to $2.2 billion,
positioning the company with a net cash surplus. Gap beat earnings
expectations in the third quarter and raised its guidance for the full 2024 year. GAP INVESTOR RELATIONS
Gap also recently Introduced a $0.60 annual dividend, signaling confidence in
the business trajectory.

Stock Chart GAP

CEO Dickson remarked during the Q3 earnings call:

“Ourthird quarterresults reinforce that the execution of our strategic priorities, —
notably the rigor and discipline we've implemented around our brand
reinvigoration playbook, has made us stronger. This gives me confidence that ‘ 3500
our transformation is taking hold and that we are on our way to becoming a | | : e
high-performing company and unlocking Gap Inc.'s full potential.” h ' I )
LA
We initiated a Buy rating with a price target of $31, reflecting the growing ‘ ‘J || , hl
strength and revitalized potential of Gap’s brands under Dickson’s leadership. " | S
We are projecting an 80% increase in earnings to $3.60 per share and a 50% ""LI I "a (1 15.00
growth in EBITDA to $2.4 billion by 2026. We believe that Gap’s transformation, 1y ’i I|A
driven by CEO Dickson, positions the company for further revenue growth and | SRR || oae
margin expansion. ! 300
2019 2020 2021 2022 2023 2024 2025



https://www.broxtoncapital.com/contact
https://investors.gapinc.com/financial-information/default.aspx
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SLRC as of 9/30/2024

share price $24.22
PROJECTIONS IN MM fiscal yr 2024 2025 2026
BTSSR Revenue Projection
Revenue 15,112 15,566 16,188
17,000
COGs + Occupancy 9,045 9,045 9,135 16,000
Gross Profit 6,068 6,521 7,053 15,000 I I
Gross profit % 40.15% 41.89%  43.57% 14,000 I
13,000
Operating Expenses 5111 5,162 5,265 2024 2025 2026
Operating Income 957 1,359 1,788
Net Income 724 1,030 1,356
Net Income / Share GAAP 1.92 2.73 3.60
EBITDA 1,582 1,984 2,423
Cash Flow 899 1,205 1,541 EPS Projection
EV EBITDA multiple 5.31 4.23 3.47 4.00
Per Share dividend 0.60 0.60 0.60 3.50
Projected Gross Dividend 226 226 226 3.00
Projected Dividend Coverage % 398% 533% 681% 250
Cash Flow Yield 9.8% 13.2% 16.9% 5.00
| n
. . . N 1.50
Available Dist. Earnings Yield 9.8% 13.2% 16.9% 5004 5095 5026
Projected Dividend Yield 2.5% 2.5% 2.5%
PE ratio 12.6 8.9 6.7
Enterprise Value 8,401 8,401 8,401
Equity Market Cap 9,131 9,131 9,131
Capital Structure ! Cash Elow Yield
Shares outstanding 377
Long-Term debt 1,489 20.0%
Cash Build 3173 4,152 5,466 15.0% /
Liquidity | as of 6/30/24
Cash 2,219 10.0%
Borrowing Availability est. 1,000 +
Total Current Assets 5,120 5.0%
Current Liabilities 3,325 2024 2025 2026
Ratio 154% Bond Amortization
Schedule
1,600
Book Value / Share 7.66
NOTES: 1,500
1,400
2029 notes = 750, 2027 notes = 750
1,300
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Disclosures

Previous reports are available upon request. Smart Yield Fund targets a mix of different security classes that contain the risk
of loss. Investors should carefully consider the Fund's investment objectives and risk factors before investing. Investing in volves
risk, including possible loss of principal. Investors should consider the loss of principle and targeted returns are notguaranteed.
Individual investors in Smart Yield are generally required to be accredited investors. Smart Yield is a fund operated through
individual accounts creating the composite. Smart Yield Fund is a new product with an inception date of September 30, 2020,
and as such does not have historical data. Asset Mix Projections on page 2 and 6, Smart Yield Portfolio Metrics on page 5 are
estimated or targets of the fund. Asset class mix and targets may change based on the direction of the managers. Portfolio
allocation projected annual return and beta assumption for each asset class on pages 7-10 are estimated. Beta for the fund
and each asset class is estimated versus the S&P 500. The average beta for the entire fund is projected to be .32. Beta is a
measure of the fund's volatility in relation to S&P 500 Index. This index has a beta of 1.0. The fund targets a total gross return
before fees and expenses of 9.24%. The fund projects a blended return based on income securities and capital gains. Smart
Yield attempts to continuously improve the value of investment portfolios by investing in corporate bonds, convertible bonds,
other types of bonds (investment grade and sub-investment grade, [which may also have limited liquidity]), dividend paying
equities, non-dividend paying equities, ETFs, including leveraged ETFs, and other securities. Fixed income risks include interest-
rate and creditrisk. Typically, when interest rates rise, there is a corresponding decline in bond values. Creditrisk refersto the
possibility that the bond issuer will not be able to make principal and interest payments. All securities types mentioned in this
brochure have the risk of loss. Long term strategies purchase securities which are underpriced according to our appraisal
methodologies. Broxton uses regression analysis to obtain an average appraisal value for an individual company and places a
priority on the securities of companies with improving financial performance and or additional catalysts that provide for
increasesin earnings and valuation. We use financial modeling, technical analysis, proprietary and third-party research.Smart
Yield does not have any capitalization (market size), sector or industry allocation mandates. Asset class allocation percentages
may be changed without notice. Broxton deploys technical analysis and momentum as indicators of movement for shorter
term strategies, that may not involve deep fundamental analysis. Shorting (selling and then buying) of securities can be used
for hedging and as a long term or short-term strategy. We exit positions in accordance with our discipline, this includes when
valuation targets are clearly exceeded, or financial performance falls below our proje ctions. Since Smart Yield returns will be
calculated using a composite of accounts, the average account will not match the composite return and the return could be
higher or lower. Broxton offers Smart Yield for other investment managers. Any commentary is solely the opinion of the
Broxton Capital Advisors. It refersto securities we hold in our portfolio and sometimes ones we are considering but does not
representa complete list of positions held at Broxton Capital Advisors. A complete list coveringthe last twelve months will be
furnished upon request. Price targets are mentioned for information purposes only. Nothing contained herein constitutes a
recommendation to purchase or sell securities at any designated price or time. Targeted performance does not guarantee
future results. Additional disclosures are included on broxtoncapital.com including in form ADV. 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 thiis
reportshould 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. Onrequest 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.

Broxton Capital Advisors 151 Calle San Francisco

San Juan PR, 00901 broxtoncapital.com
310-208-2191
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Cell 310-279-3338
allen@broxtoncapital.com
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