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HEADLINES
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▪ 10-Year Treasury Yield Reached Four-Year High at 2.957%
– 10-year treasury yield, the rate most watched by investors, reached a four-year high at 2.957%
– Federal Reserve signaled in latest minutes release that they were on track to raise rates in March
– Stocks initially surged after release of Fed’s minutes, but reversed and closed down 166 points
– Stock prices dropped because a higher discount rate leads to lower valuations

▪ Toys “R” Us Plans to Close Stores
– Filed for chapter 11 bankruptcy in September, struggling with debt and e-commerce
– Had 800 stores in the US when it sought bankruptcy protection
– Planned 180 closures on Feb 6; another 200 as of Feb 21, affecting 9,500 workers
– Plans to invest $65mm to remodel remaining stores, previously unable due to LBO-related debt

▪ Venezuela Launches Virtual Currency To Resuscitate Economy
– Began presale of “petro” cryptocurrency that is backed by the country’s vast petroleum reserves
– Response to financial crisis marked by depreciation of currency and quadruple-digit inflation
– Government hoping sale of currency will help pay off debt and increase imports of goods
– Investor doubt because of distrust in government and low oil production from PDVSA



COMPANY OF THE WEEK: MICHAEL KORS (NYSE: KORS)
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▪ Company Adopts Fur-Free Policy
– Will phase out production of animal fur by the end of December 2018
– Consumers instead will have the option of wearing fabricated fur
– Follows Gucci, Giorgio Armani, Ralph Lauren’s decisions last year

▪ Like Some Shoppers, May Have Overpaid for Jimmy Choo
– Amid slowing growth in North America handbag market, Choo’s shoes will help diversify 
– Purchased for $1.2B, or 13x 2017 EBITDA, in an all-cash transaction; first acquisition since 

IPO in 2011, but not the last; do not expect any significant synergies
– Jimmy Choo will help Kors gain a stronger foothold in Asia, as it currently generates 30% of its 

revenue from Asia, while Kors only generates 10%

▪ Michael Kors Pulls Back on Big Discounts
– Comes after a deluge of promotional events at the departmental level such as Macy’s
– Cut promotional days by 67 days, or 66% for Q3 ended Dec 2017 compared year over year
– Occurred as e-commerce headwinds drove departments to offer promotions, which forced 

nearby Kors stores to follow
– Long-term goal is to charge higher prices per unit sold, a trend that is already occurring



DEAL OF THE WEEK: ALBERTSONS ACQUIRES RITE AID
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W T IEUR/USD▪ Albertsons Acquires Remnants of Rite Aid Drug Store Chain
– Albertsons is a grocery store giant with brands such as Safeway, Acme, and Shaw’s 
– Rite Aid is a drug store chain with over 2,500 stores, even after selling 1,932 stores to Walgreens

▪ Acquisition Designed to Rebrand Albertsons’ In-House Pharmacies
– Albertsons plans to rebrand in-house pharmacies under Rite Aid name, and continue to operate 

some stand-alone Rite Aid stores
– Combination will lead to 319 health clinics and 4,345 pharmacies in 38 states and D.C.
– Betting that increased foot traffic from pharmacies will bring more customers to food aisles

▪ Continuing Trend of Major Changes for Grocers and Pharmacies
– Traditional grocers feeling pressure to bring in additional customers due to threats from 

Amazon and chains such as Trader Joe’s and Wegmans
– Pharmacies such as CVS and Walgreens have been forming ties with health insurance 

companies and planning additional primary care services in their stores
– Retailers trying to offer more low-cost healthcare services



UP NEXT: GUGGENHEIM PARTNERS

• NEW SECTION


