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INDUSTRIA DE DISEÑO TEXTIL, S.A. AND SUBSIDIARIES  

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT 
 
(Amounts in millions of euros) 31/07/2019 31/07/2018 

Net sales 12,820 12,025 

Cost of sales (5,536) (5,208) 

GROSS PROFIT 7,284 6,817 

 56.8% 56.7% 

Operating expenses (3,823) (4,459) 

Other losses and income, net (14) (15) 

GROSS OPERATING PROFIT (EBITDA) 3,447 2,343 

Amortisation and depreciation (1,407) (559) 

NET OPERATING PROFIT (EBIT) 2,040 1,784 

Financial results (77) 21 

Results of companies accounted for using the equity method 24 18 

PROFIT BEFORE TAXES 1,987 1,823 

Income tax (434) (413) 

NET PROFIT  1,553 1,411 

   

NET PROFIT ATTRIBUTABLE TO NON-CONTROLLING INTERESTS 3 2 
   
NET PROFIT ATTRIBUTABLE TO THE PARENT 1,549 1,409 

   

EARNINGS PER SHARE (*) ,  Euros  0.498 0.452 
 
 
(*) EPS calculated on the basis of 3,114.2 million shares in 2019 and 3,113.7 million shares in 2018. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying explanatory notes 1 to 9 are an integral part of these interim condensed consolidated financial statements 
for the first half of 2019. 
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INDUSTRIA DE DISEÑO TEXTIL, S.A. AND SUBSIDIARIES 

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
 
 
(Amounts in millions of euros) 31/07/2019 31/07/2018 
Net profit  1,553 1,411 
Items that will be reclassified to profit or loss in future years   
 Other comprehensive income recognised directly in equity:   

  Translation differences related to financial statements of 
foreign operations 55 (16) 

  Cash flow hedges   
      Profit 15 12 
      Loss ‑ ‑ 
  Tax effect (3) ‑ 

 Total 68 (4) 
 Transfers to profit or loss:   
  Cash flow hedges   
      Profit (3) (6) 
      Loss 11 31 
  Tax effect (4) (2) 

 Total 4 24 
     

 Total comprehensive income for the period 1,625 1,431 
     
 Total comprehensive income attributable to:   
  Equity holders of the Parent 1,621 1,429 
  Non-controlling interests 3 2 

 Total comprehensive income for the period 1,625 1,431 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying explanatory notes 1 to 9 are an integral part of these interim condensed consolidated financial statements for 
the first half of 2019. 
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INDUSTRIA DE DISEÑO TEXTIL, S.A. AND SUBSIDIARIES  

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET 
 
(Amounts in millions of euros) 31/07/2019 31/01/2019 

ASSETS   
NON-CURRENT ASSETS 16,647 11,064 
Rights over leased assets ‑ 464 
Rights of use 5,803 ‑ 

Other intangible assets 362 346 

Goodwill 207 206 

Property, plant and equipment 8,416 8,339 

Investment property 20 20 

Financial investments 253 267 

Other non-current assets 504 564 

Deferred tax assets 1,083 858 

CURRENT ASSETS 10,594 10,620 
Inventories 2,664 2,716 
Trade and other receivables 841 820 

Income tax receivable 110 108 

Other current assets 136 162 

Other financial assets 30 20 

Current financial investments 2,006 1,929 

Cash and cash equivalents 4,808 4,866 

TOTAL ASSETS 27,242 21,684 
   
EQUITY AND LIABILITIES   
EQUITY 12,881 14,682 
Equity attributable to the Parent 12,848 14,653 
Equity attributable to non-controlling interests 33 30 

NON-CURRENT LIABILITIES 6,036 1,618 
Provisions 215 229 
Other non-current liabilities 323 1,072 

Financial debt 4 5 

Lease liability 5,193 ‑ 

Deferred tax liabilities 301 312 

CURRENT LIABILITIES 8,325 5,383 
Financial debt 80 84 
Other financial liabilities 30 47 

Lease liability 1,583 ‑ 

Income tax payable 174 153 

Trade and other payables 6,458 5,099 

TOTAL EQUITY AND LIABILITIES 27,242 21,684 
 
 
 
 
The accompanying explanatory notes 1 to 9 are an integral part of these interim condensed consolidated financial statements 
for the first half of 2019. 
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INDUSTRIA DE DISEÑO TEXTIL, S.A. AND SUBSIDIARIES  

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS 
 

(Amounts in millions of euros) 
From 1  February 2019 From 1  February 2018 

To 31 July 2019 To 31 July 2018 

Profit before taxes and non-controlling interest 1,987 1,823 
Adjustments to profit   
   Amortisation and depreciation 1,407 559 

   Foreign exchange translation differences (4) (34) 

   Provisions for impairment (54) (35) 

   Results from companies consolidated by equity method (24) (18) 

  Lease financial expenses 75 ‑ 

   Other 5 22 

Income tax (451) (378) 
Funds from operations 2,939 1,938 
Variation in assets and liabilities   
     Inventories 115 (105) 

     Receivables and other current assets (74) (207) 

     Current payables (91) (100) 

Changes in working capital (50) (412) 
   
Cash flows from operating activities 2,889 1,526 
Payments relating to investments in intangible assets (119) (130) 
Payments relating to investments in property, plant and equipment (500) (743) 
Collections relating to divestments of property, plant and equipment ‑ 24 

Payments relating investment in other financial investments ‑ (2) 

Payments relating investment in other assets (3) (10) 

Collections relating investment in other assets 22 19 

Changes in current financial investments (42) (417) 

Cash flows from investing activities (642) (1,258) 
Collections relating to non-current financial debt ‑ 3 

Payments relating to non-current financial debt (1) (1) 

Changes relating to current financial debt (1) 31 

Payments relating to leases (950) ‑ 

Dividends (1,370) (1,168) 

Cash flows used in financing activities (2,323) (1,134) 
   
Net increase in cash and cash equivalents (76) (866) 

Cash and cash equivalents at the beginning of the period 4,866 4,931 

Effect of exchange rate fluctuations on cash and cash equivalents 18 26 

Cash and cash equivalents at the end of the period 4,808 4,091 
 
The accompanying explanatory notes 1 to 9 are an integral part of these interim condensed consolidated financial statements 
for the first half of 2019.  
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INDUSTRIA DE DISEÑO TEXTIL, S.A. AND SUBSIDIARIES  

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
 
(Amounts in millions of euros) Equity attributable to the Parent       

 Capital Share 
premium 

Retained 
earnings 

Other 
reserves 

Reserves of 
companies 
accounted 

for using the 
equity 

method 

Treasury 
shares 

Translation 
differences Cash flows Subtotal 

Non-
controlling 
interests 

Total equity 

            
Balance at 1  February 2018 94 20 13,747 90 183 (77) (533) (26) 13,497 25 13,523 
Profit for the year - - 1,409 - - - - - 1,409 2 1,411 
Distribute results - - (42) - 42 - - - ‑ - ‑ 
Distribute dividends - - 20 - (20) - - - ‑ - ‑ 
Transfers - - (48) - - - 48 - ‑ - ‑ 
Other movements - - (7) - ‑ - - - (7) 1 (6) 
Other comprehensive income for the year - - - - - - (16) 36 20 - 20 

· Translation differences related to foreign operations  - - - - - - (16) - (16) - (16) 
· Cash flow hedges - - - - - - - 36 36 - 36 

Operations with equity holders or owners - - (2,335) 21 - ‑ - - (2,315) ‑ (2,315) 
· Share-based payments recognition - - - 21 - - - - 21 - 21 
· Dividends - - (2,335) - - - - - (2,335) ‑ (2,335) 

Balance at 31 July 2018 94 20 12,742 110 205 (77) (501) 10 12,604 28 12,632 
            Balance at 31 January 2019 94 20 14,719 117 206 (77) (420) (6) 14,653 30 14,682 
Adjustment on initial application of new Reporting standards ( Note 2)   (670)      (670)  (670) 
Balance at 1  February 2019 94 20 14,049 117 206 (77) (420) (6) 13,982 30 14,012 
Profit for the year - - 1,549 - - - - - 1,549 3 1,553 
Distribute results - - (54) - 54 - - - - - - 
Distribute dividends - - 45 - (45) - - - - - - 
Transfers - - 9 - - - (9) - - - - 
Other movements - - (15) 1 ‑ - - - (14) ‑ (13) 
Argentina reexpresion ‑ ‑ 5 ‑ ‑ ‑ ‑ ‑ 5 ‑ 5 
Other comprehensive income for the year - - - - - - 55 16 72 - 72 

· Translation differences related to foreign operations  - - - - - - 55 - 55 - 55 
· Cash flow hedges - - - - - - - 16 16 - 16 

Operations with equity holders or owners - - (2,718) (47) - 17 - - (2,748) ‑ (2,748) 
· Share-based payments recognition - - - 6 - - - - 6 - 6 
· Share-based payments - - 23 (53) - 17 - - (13) - (13) 
· Dividends - - (2,741) - - - - - (2,741) ‑ (2,741) 

Balance at 31 July 2019 94 20 12,871 71 215 (60) (374) 11 12,848 33 12,881 
 
The accompanying explanatory notes 1 to 9 are an integral part of these interim condensed consolidated financial statements for the first half of 2019.
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in 
accordance with the regulatory financial reporting framework applicable to the Group in Spain (see notes 1 and 9). 
In the event of a discrepancy, the Spanish-language version prevails. 

EXPLANATORY NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL 
STATEMENTS AT 31 JULY 2019 
 
 
 

1 Basis of presentation  

The interim condensed consolidated financial statements  of the Inditex Group, the parent of which is 
Industria de Diseño Textil, S.A(“the Group“, “the Group Inditex“, “the Company“ or “Inditex“) for the six-
month period ended 31 July 2019 (“interim financial statements”) were prepared in accordance with 
International Accounting Standard (“IAS 34”), on Interim Financial Reporting and pursuant to Article 12 
of Royal Decree 1362/2007. Accordingly, they do not include all the information and additional 
disclosures required in a complete set of annual consolidated financial statements and, in order to be 
interpreted properly, they must be read in conjunction with the consolidated financial statements for 
the year ended 31 January 2019. These interim financial statements were prepared by the Board of 
Directors at its meeting held on 10 September 2019. 
 
Inditex’s financial year and that of most of its subsidiaries starts on 1 February of each year and ends 
on 31 January of the following year. The six-month period ended 31 July 2019 will hereinafter be 
referred to as the “first half of 2019” and the six-month period ended 31 July 2018 as the “first half of 
2018”. 
 
Unless otherwise stated, the amounts shown in these interim financial statements are expressed in 
millions of euros.  
 
The interim condensed consolidated financial statements are presented in euros, since the euro is the 
Group’s functional currency.  
 
The interim condensed financial statements of the Inditex Group for the first half of 2019 were 
prepared on the basis of the accounting records of Inditex and the other Group companies. 
 
The comparison of information in the interim financial statements refers to the six-month periods 
ended 31 July 2019 and 2018, except with respect to the interim condensed consolidated balance 
sheet, which compares 31 July 2019 with 31 January 2019. There have been no significant changes in 
the consolidation scope  in the first half of 2019. 
 
Alternative Performance Measures (gross profit, EBITDA, EBIT, ROE, ROCE, working capital, net 
financial position, store operating profit and quarterly results) are defined in the Initial Note to the 
consolidated annual accounts for 2018. 

2 Accounting policies and basis of consolidation 

The accounting policies and basis of consolidation adopted to prepare these interim financial 
statements at 31 July 2019 are the same as those used to prepare the consolidated annual accounts 
for 2018, although in addition we have considered the standards and interpretations whose date of 
mandatory application for the group was 1  February 2019: 
 
Standards issued and approved for application in the European Union as from 1 January 2019 
 
IFRS 16 – Leases 
 
IFRS 16 “Leases” replaced IAS 17 as well as its associated interpretations. The entry into force of 
IFRS 16 for the Group is 1 February 2019. 
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IFRS 16 introduces the principles for recognition, measurement, presentation and disclose leases. 
IFRS 16 provides a single lessee accounting model, similar to the accounting of the financial leases of 
IAS 17. The Lessee recognises a liability for the net present value of the lease payments and a right-
of-use asset of the underlying asset during the lease term. It also changes the nature of the expenses 
concerning these leases, given that IFRS 16 replaces the straight-line expenses of the operating 
lease for an expense derived from depreciation of the recognised asset as an expense for liability-
associated interest. 

 
The lessee may choose not to apply the general criteria of IFRS 16 to short-term leases and to leases 
whose underlying asset is considered to be of low value. The Group only applies the exemption to 
leases whose underlying asset is considered to be of low value. 

 
Application of IFRS 16 requires significant judgements regarding certain key estimates, such as 
determination of the lease term and the discount rate. 

 
To determine the lease term there is an assessment of whether the lessee has reasonable certainty 
that he will exercise the lease extension option, or that he will not exercise the option to terminate the 
lease. The Group determines the lease term as the non-revocable period of the lease plus those 
unilateral options for extensions over which there is reasonable certainty of execution, and for which 
the following aspects are considered: 

 
- The costs related to contract termination; 
- The importance of the leased asset for the Group’s operations; 
- The conditions to be complied with in order to exercise or not exercise the options; 
- Historical experience and business plans approved by Group’s 

management. 
 
The present value of the lease liability is determined using the implicit interest rate in the lease, and if 
this cannot be easily determined the lessee will use its incremental debt interest rate. Given the 
difficulty of determining the implicit interest rate of each lease, the Group uses its incremental 
borrowing rate by market, term and currency, based on the type of assets leased. The average 
weighted rate according to the rent of each contract by geographical area is as follows:  
 

 
 
The group has adopted the modified retrospective transition method with the cumulative effect of the 
initial application of the standard,  recognised as an adjustment to reserves at 1 February 2019 and 
the comparative information has not been restated. 
 
In turn, this transition method enables the asset to be valued retroactively as if the standard had 
applied since the beginning of the lease or, for an amount equal to the liability adjusted by the prepaid 
or accrued payments.  
 
Likewise, the Group applied some of the simplifications associated to the transition method adopted. 
The most relevant are: 
 

- the exclusion of the initial direct costs of measuring the right-of-use asset on the 
transition date; 

- the application of a single discount rate for each similar lease portfolio, by market, term 
and currency; 

- the determination of the lease term using the information known at transition date; 
- the non-review of the value impairment on the transition date. 

 
The contingent rents, common expenses and other expenses related to the lease do not form part of 
the determination of the lease liability and of the right of use, and the same accounting criteria are 

Spain 0.70%
Rest of Europe 1.26%
Americas 4.32%
Asia and the rest of the World 3.35%
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used as under  IAS 17. Fixed rent payments are replaced by the depreciation of the right of use and 
the interest recognised over the lease liability. 
 
IAS 17 did not require the recognition of any assets or liabilities for right-of-use for future payments for 
operating leases; however, it did require disclosure of lease commitments. The difference between 
this information on lease commitments (IAS 17) and the lease liability (IFRS 16) lies in the different 
periods considered, the non-cancellable period versus the lease term determined in accordance with 
IFRS 16, and the fact that the commitments disclosed in Note 24 of the consolidated financial 
statements for 2018 correspond to the nominal amounts of expected payments while the lease liability 
in IFRS 16 is determined by applying a discount rate to the expected payments. Thus, the minimum 
lease payments amounting to 4,954 million euros at 31 January 2019 are reduced by 325 million 
euros due to the effect of the financial discount and increased by 2,272 million euros mainly by 
incorporating the periods which are reasonably estimated to be additional to the mandatory period. 

The Group performs very active management of its lease agreements, which leads to a high volume 
of additions, removals and contractual amendments. With the entry into force of IFRS 16, these 
amendments will add an additional variability factor to the Group‘s trading figures.  
 
Result of implementation of the standard:  
 

 
 
 

(Amounts in millions of euros) 31-01-19 Transition  
IFRS 16 01-02-19

ASSETS

NON-CURRENT ASSETS 11,064 5,539 16,603

Rights of use - 5,849 5,849
Intangible assets 1,016 (477) 540
Property, plant and equipment 8,359 - 8,359
Financial investments 267 - 267
Other 1,422 166 1,588
CURRENT ASSETS 10,620 (70) 10,551

Inventories 2,716 - 2,716
Trade and other receivables 820 - 820
Current financial investments 1,929 - 1,929
Cash and cash equivalents 4,866 - 4,866
Others 290 (70) 220
TOTAL ASSETS 21,684 5,469 27,153

EQUITY AND LIABILITIES
EQUITY 14,682 (670) 14,012
Equity attributable to the Parent 14,653 (670) 13,983
Equity attributable to non-controlling interests 30 - 30
NON-CURRENT LIABILITIES 1,618 4,572 6,190
Deferred tax liability 312 (7) 304
Financial debt 5 - 5
Long term Lease liability - 5,325 5,325
Other long term liabilities 1,301 (746) 555
CURRENT LIABILITIES 5,383 1,568 6,952

Financial debt 84 - 84
Short term Lease liability - 1,577 1,577
Trade and other payables 5,251 (9) 5,243
Others 47 - 47
TOTAL EQUITY AND LIABILITIES 21,684 5,470 27,154
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The impact of the implementation of IFRS 16 from 1 February 2019 on the interim condensed 
consolidated income statement of the first half 2019 was a higher profit before taxes of 61 million 
euros and a higher net profit of 46 million euros, compared to IAS 17. 
 
The estimated impact on the 2019 income statement is an estimated 2%-4% increase in net profit 
compared to IAS 17. 
 
 
Other standards and amendments approved for application in the European Union  
 

• IFRIC 23 - Uncertainty over income tax treatment. This interpretation clarifies how to apply 
the registration and valuation criteria of IAS 12 when there is uncertainty about the 
acceptability by the tax authority of a specific tax treatment used by the entity. Mandatory  in 
the years beginning on 1 January 2019. 

 
• Amendments to IFRS 9 – Financial instruments. Characteristics of early prepayment with 

negative offset. Mandatory  in the years beginning on 1 January 2019. 
 

• Amendment to IAS 28 - Long-term investments in associates and joint ventures that clarifies 
that IFRS 9 must be applied to long-term interests in an associate or joint venture if the equity 
method is not applied. Mandatory  in the years beginning on 1 January 2019. 

 
• Improvements to the IFRS 2015-2017 Cycle, which introduces minor amendments to a series 

of standards. Mandatory  in the years beginning on 1 January 2019. 
 

• Amendment to the IAS 19 – Amendment, reduction or liquidation of a plan. In accordance 
with the proposed amendments, when there is a change in a defined benefits plan (due to a 
modification, reduction or liquidation of a plan), the entity will use updated hypotheses to 
determine of the cost of services and net interest for the period after the change of the plan. 
Mandatory  in the years beginning on 1 January 2019. 

 
The application of these standards has not had a significant effect on the accompanied interim 
condensed consolidated financial statements. 

 

Standards issued and pending approval for use in the European Union 
 
At the date of preparing this accompanying interim condensed consolidated financial statements, the 
following standards and/or amendments to the standards with a potential impact for the Group had 
been issued by the IASB but were pending approval for use in the European Union. 

 
• IFRS 17 - Insurance contracts. It replaces IFRS 4, setting out the principles of registration, 

valuation, presentation and disclosure of insurance contracts to enable the entity to provide 
relevant and reliable information that allows users of the information to determine the effect 
that the contracts have on Financial Statements. The date of first application is under review 
by the IASB at the date of formulation these accounts, although it is currently mandatory in 
the years that start from 1 January 2021. 
 

• Amendment to IFRS 3 – Business definition, which includes clarifications to the business 
definition. Mandatory in the years beginning on 1 January 2020. 

 
• Amendment to the IAS 1 and IAS 8 - Definition of materiality, to align the definition with that 

contained in the conceptual framework. Mandatory in the years beginning on 1 January 2020. 
 

• Amendment to the references of the Conceptual Framework in the IFRS standards. 
Mandatory in the years beginning on 1 January 2020. 

 
The Group is analysing the impact of the new standards and amendments to the existing ones, 
although they are not expected to have a significant effect on the accompanying interim condensed  
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consolidated financial statements on the date when their application is mandatory in the European 
Union. 
 
In preparing the interim condensed consolidated financial statements at 31 July 2019 estimates were 
made in order to measure certain assets, liabilities, income, expenses and obligations reported herein. 
These estimates relate basically to the following: 
  

• The assessment of possible impairment losses on certain assets. 
• The determination of the inventory cost. 
• The useful life of property, plant and equipment, intangible assets and investment property. 
• The fair value of certain assets. 
• The assumptions used in the actuarial calculation of liabilities for pensions and other 

obligations with employees. 
• The calculation of the provisions required for contingencies relating to litigation in progress 

and doubtful debts. 
• With regard to the lease agreements, the lease term, the determination of fixed and variable 

payments, the assessment of whether or not an agreement is or contains a lease, at the 
effective starting date of the agreement and the discount rate. 

• The recovery of deferred tax assets. 
  
These estimates were made using the best information available at 31 July 2019. However, events 
that take place in the future might make it necessary to change these estimates. Changes in 
accounting estimates would be applied prospectively in accordance with IAS 8.   
 
In view of the business activities in which the Group companies engage, their transactions are not 
substantially cyclical or seasonal in nature. Therefore, no specific disclosures are included in this 
connection in these explanatory notes to the interim condensed consolidated financial statements for 
the six-month period ended 31 July 2019. 
  

3 Activity and description of the Group 

Industria de Diseño Textil, S.A. with registered office in Spain (Avenida de la Diputación s/n Edificio 
Inditex, Arteixo, A Coruña), is the parent of a global group of companies present in 5 continents, in both 
hemispheres, North and South. 
 
Inditex is listed on all the four Spanish stock exchanges. 
 
Its main activity consists of offering the latest fashion trends (clothing, footwear, accessories and 
household textile products) to meet customer demands, using high quality and sustainability standards 
and at attractive prices. 
 
Inditex carries out its activity through various retail concepts such as Zara, Zara Home, Pull & Bear, 
Massimo Dutti, Bershka, Stradivarius, Oysho and Uterqüe. Each concept is carried out through a store 
and online integrated model, managed directly by companies over which Inditex exercises control 
through the ownership of all or the majority of the share capital and of the voting rights, with the 
exception of certain markets where, for various reasons, the activity is performed through franchises.  
 
The quickness of the product´s useful lifecycle, from the design to the sale, would not be possible 
without the integration and flexibility that characterise all the phases of the value chain: design, 
production, logistics, integrated stores and online, and customers.  
 
Design and buyers’ teams are customer oriented. Stores and online teams are permanently in touch 
with the team of designers through the Product Management Department, and this allows perceiving the 
changes of taste of the customers. 
 
The Group’s logistics system allows continuous deliveries to stores and online throughout the season, 
from the logistic centres of each of the retail concepts.  
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At 31 July 2019, the various Group concepts had stores in 96 markets with the following geographical 
distribution:  
 

 Number of stores 

 Company 
managed Franchises Total   

    
Spain 1,548 42 1,590 
Rest of Europe 3,226 146 3,372 
Americas 661 182 843 
Rest of the World 908 707 1,615 
    
Total 6,343 1,077 7,420 

4 Segment reporting 

The principal activity of the Inditex Group comprises the retail and online distribution of clothing, 
footwear, accessories and household textile products through various commercial concepts targeted 
at different sectors of the public. 

The origin and predominant nature of the risks and rewards of the Inditex Group’s business units are 
influenced mainly by the particular commercial concept to which the units belong. The internal 
structure of the Inditex Group, the business decision-making process and the system for 
communicating information to the Board of Directors and Group Management are organised by 
commercial concepts and geographical area. 

The key business indicators, understood as those that are part of the periodic segment reporting to 
the Board of Directors and the Group Management, and used in the decision-making process, are 
the sales figure and the profit before taxes by segment. 

The segment liabilities, financial results and taxes are not disclosed, as they do not form part of the 
key business indicators defined above, or of the segment infomation reported periodically to the 
Board of Directors and to Group Management. 

Group Management believes there are no differentiated income categories with respect to the 
manner in which the nature, amount, timing and uncertainty of revenues from ordinary activities and 
cash flows are affected by economic factors.  

 
 The Inditex Group segment information is as follows:    
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1H2019      

 Zara/Zara 
Home Bershka Other Inter- 

segment Total 

Sales to third parties 8,953 1,080 2,846 (59) 12,820 
Profit before taxes 1,442 148 408 (10) 1,987 
Amortisation and depreciation 941 125 334 7 1,407 
Segment total assets 21,337 1,432 4,473 ‑ 27,242 
      
      
1H2018      

 Zara/Zara 
Home Bershka Other Inter- 

segment Total 

Sales to third parties 8,348 1,045 2,689 (58) 12,025 
Profit before taxes 1,324 147 352 ‑ 1,823 
Amortisation and depreciation 378 51 130 ‑ 559 
Segment total assets 16,239 1,088 3,327 ‑ 20,654 

 
For presentation purposes Inditex has integrated the reporting of Zara Home into Zara due to the 
existing synergies between both concepts. The goal is to leverage the operational and brand 
management of the combined store and online platform. We plan to progressively incorporate Zara 
Home products onto the Zara website from  Autumn/Winter across a number of markets. 
 
In addition, the commercial concepts other than Zara, Zara Home and Bershka have been grouped 
into a single reporting segment due to the similarities in the nature of the products sold and their 
management and monitoring model. 
 
For the purpose of reconciliation with the interim condensed consolidated financial statements, the 
sales to third parties relate to "Net sales" in the consolidated income statement and the depreciation 
and amortisation charge corresponds to "Amortisation and depreciation" in the interim condensed 
consolidated income statement.  
 
The segment’s Profit before taxes refers to "Profit before taxes“ in the interim condensed consolidated 
income statement. Income and expenses which might be considered to be corporate in nature or as 
belonging to all segments were allocated to each of the segments based on distribution criteria 
considered reasonable by Group Management. Inter-segment transactions are carried out on an 
arm´s length basis. 
 
Total segment assets relate to "Total Assets" in the interim  condensed consolidated balance sheet. 
 
Zara was the first concept created by the Inditex Group and its positioning is based on a fashion 
offering featuring a wide range of products. Zara Home sells fashionable household products. 
 
Bershka targets the younger consumers and its aim is to offer the latest fashion at affordable prices. 
 

5 Property, plant and equipment and intangible assets 

The main net investments made in the first half of 2019 amount to 725 million euros (first half of 2018: 
1,072 million euros) and relate basically to the investments made in the opening of new stores or the 
refurbishment of existing ones, recognised under “Property, plant and equipment” in the accompanying 
interim condensed consolidated balance sheet in 2019 and recognised under “Property, plant and 
equipment” and “Rights over leased assets” in 2018. No significant disposals or derecognitions took 
place in the reporting period. 
 
Furthermore, there has been an increase in this heading arising from the accounting of the right-of-use 
in relation to application of the new IFRS 16. 
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6 Capital and reserves 

Share capital 
 
At 31 July 2019 and 31 January 2019, the Company’ share capital amounted to 94 million euros and 
was divided into 3,116,652,000 fully subscribed and paid-in shares with an individual par value of 0.03 
euros. All shares are of a single class and series, carry the same voting and dividend rights and are 
represented by book entries and listed on the four Spanish stock exchanges. 
 
However, pursuant to Section 497 of Royal Legislative Decree 1/2010, of 2 July, approving the Revised 
Text of the Spanish Companies Act, Inditex has commissioned the daily share ownership notification 
service from Sociedad de Gestión de Sistemas de Registro, Compensación y Liquidación de Valores, 
S.A. (Iberclear).  
  
According to the Company’s register of Shareholders and also pursuant to public information registered 
at the Spanish National Securities Market Commission (CNMV), at 31 July 2019 and 31 January 2019, 
the members of the Board of Directors owned, directly or indirectly, 59.364% of the Company’ share 
capital. Pontegadea S.L owns 50.010%. 
 
Treasury shares 
 
The Annual General Meeting held on 19 July 2016, approved a Long-Term Incentive Plan 2016-2020 
(Note 26 of the consolidated financial statements for 2018) and authorised the Board of Directors to 
derivatively acquire treasury shares to cater for this plan. In addition, on 16 July 2019 the  Annual 
General  Meeting approved a new Long-term Incentive Plan 2019-2023, also authorising the Board of 
Directors for the derivative acquisition of treasury shares, aimed at coverage of this plan. 
 
At 31 January 2019, the Company owned 2,950,143 treasury shares, representing 0.095% of the share 
capital.  
  
During the first half of 2019, the Company proceeded to settle the first cycle (2016-2019) of the 2016-
2020 Plan and to award shares to its beneficiaries. Accordingly, at 31 July 2019, the Company is holder 
of 2,125,384 treasury shares, representing 0.068% of the share capital. 
 
Dividends 
 
The Group´s policy involves payment of a dividend equivalent to 60% of the net profit for the year, as 
an ordinary dividend, and the commitment of a total bonus dividend of 1 euro per share to be paid in 
relation to FY2018, FY2019 and FY2020. 
 
On 16 July 2019, the Annual General Meeting approved the distribution of a dividend charged to 
profits for 2018 amounting to a maximum of 2,741 million euros (0.88 euros gross per share, 
representing an increase of 17.3% in relation to the dividend approved in 2018, corresponding to an 
ordinary dividend of 0.66 euros per share and a bonus dividend of 0.22 euros per share for all the 
outstanding shares). 
 
Of the aforementioned amount, a gross amount of 0.44 euros per share was paid on 2 May 2019 as 
an interim dividend and 0.44 euros gross per share will be paid on 4 November 2019 as a final 
dividend (ordinary and bonus); the total amount payable is recognised under “Trade and other 
payables” in the accompanying interim condensed consolidated balance sheet at 31 July 2019. 

7 Income taxes 

The accrued income tax expense for the first half of 2019 was calculated using the tax rate that would 
be applicable to expected total annual earnings, that is, the interim period income tax expense is the 
result of applying the estimated average annual effective tax rate to the pre-tax profit for the interim 
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period. However, the tax effects arising from one-off events or unique transactions performed in the 
reporting period are taken into consideration in full in the calculation. 
 
The income tax expense recognised in the interim condensed consolidated income statement for the 
period ended 31 July 2019 and 2018 was calculated by applying an effective tax rate of 21.9% and 
22.6%, respectively. 
 
Certain Group companies are being audited for tax purposes, including most notably those domiciled 
in Italy, Spain and the United States of America.  
 
The Group does not expect any significant additional liabilities to arise as a result of these audits or 
those that could be carried out in the future in relation to periods that are not yet statute-barred. 

8 Remuneration of the Board of Directors and related party transactions 

Remuneration of the Board of Directors 
 
The remuneration earned by the Board of Directors and Senior Management of the Company in the 
first half of 2019 is shown in the section on related party transactions. 
 

Related party transactions 
 
Related parties are the subsidiaries, jointly controlled entities and associates, the significant or 
controlling shareholders, the members of the Board of Directors of Inditex and Senior Management of 
the Inditex Group, as well as their close family members, as defined in Article 2.3 of Spanish Ministry 
of Economy and Finance Order EHA/3050/2004, of 15 September, on information on related party 
transactions that issuers of securities listed on official markets must disclose.  
 
The transactions with related parties were performed on an arm's length basis. 
 

 
Inditex Group companies 

 
The transactions between Inditex and its subsidiaries, form part of the normal course of business in 
terms of their purpose and terms and conditions and, were eliminated in full on consolidation. 
Therefore, they are not disclosed in this Note.  
 
The following tables detail the transactions and the outstanding balances between Inditex and its 
jointly controlled entities (group formed by the parent Tempe S.A. and its subsidiaries) in the 
consolidated balance sheet: 
 

Transactions: 
   

Type of company 1H2019 1H2018 

Jointly controlled entities (478) (452) 
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Balances:  
   

 31/07/2019 31/07/2018 

Current financial investments 35 10 

Trade and other receivables 14 10 

Non-current financial investments 253 245 

Trade and other payables 315 304 

Current financial debt 1 1 
 

 
The transactions with significant shareholders, members of the Board of Directors and Senior 
Management are detailed below. 
 

 
Significant Shareholders 

 
In the first half of 2019 the transactions performed by the Inditex Group with Pontegadea Inversiones, 
S.L., Partler 2006, S.L. or with persons or companies related to them, or with Rosp Corunna 
Participaciones Empresariales, S.L.U. or with persons or companies related to it were as follows: 
 

 
1H2019   

Company name of significant shareholder Nature of 
relationship Type of operation Amount  

Pontegadea Inversiones, S.L., Partler 2006, S.L. or 
related entities or persons Contractual Payments related 

to leases (20) 

Rosp Corunna Participaciones Empresariales, S.L. U. 
or related entities or persons Contractual Payments related 

to leases (1) 

 
 

 
1H2018   

Company name of significant shareholder Nature of 
relationship Type of operation Amount 

Pontegadea Inversiones, S.L., Partler 2006, S.L. or 
related entities or persons Contractual Sale of assets 1 

Pontegadea Inversiones, S.L., Partler 2006, S.L. or 
related entities or persons Contractual Lease of assets (22) 

Pontegadea Inversiones, S.L., Partler 2006, S.L. or 
related entities or persons Contractual Services (construction 

work)  1 

Rosp Corunna Participaciones Empresariales, S.L. U. 
or related entities or persons Contractual Lease of assets (1) 

 
 
Several Inditex Group companies have leased commercial premises belonging to companies related 
to the controlling shareholder or to significant shareholders. 
 
 

Members of the Board of Directors and Senior Management 
 
The amounts indicated in the following tables referring to remuneration and termination benefits are 
expressed in thousands of euros in both years.  
 
In the first half of 2019 Inditex’s members of the Board of Directors and Senior Management earned 
the following remuneration and termination benefits: 
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Thousands Euros 

Directors Senior 
Management 

Remuneration 2,698 9,311 

Termination benefits - - 

Total 2,698 9,311 

The amounts shown in the “Senior Management” heading include the sum corresponding to 
remuneration accrued by Carlos Crespo González as Chief Operating Officer from the start of 2019 
until 16 July 2019, the date on which he stepped down from his senior management duties. Likewise, 
the amount specified in the “Board of Directors” section includes the remuneration accrued by Carlos 
Crespo González in his status as a “Board member” of Inditex, from the effective date of his 
appointment, 16 July 2019. 

The variable remuneration earned by the members of the Board of Directors and Senior Management 
in 2018, which was disclosed in the consolidated annual accounts for 2018, was paid in the first half 
of 2019. 

In the first half of 2018 Inditex's members of the Board of Directors and Senior Management earned 
the following remuneration and termination benefits: 

Thousands Euros 

Directors Senior 
Management 

Remuneration 2,640 9,097 

Termination benefits - - 

Total 2,640 9,097 

Also, the variable remuneration earned by the members of the Board of Directors and 
Senior Management in 2017 was paid in the first half of 2018. 

9 Explanation added for translation to English 

These interim condensed consolidated financial statements are presented on the basis of the regulatory 
financial reporting framework applicable to the Group in Spain (see Note 1). Certain accounting 
practices applied by the Group that conform with that regulatory framework may not conform with other 
generally accepted accounting principles and rules. 
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INDUSTRIA DE DISEÑO TEXTIL, S.A. AND SUBSIDIARIES 

INTERIM CONSOLIDATED DIRECTORS’ REPORT 

FOR THE FIRST HALF OF 2019 
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Translation of a report originally issued in Spanish. In the event of a discrepancy, the Spanish-language version 
prevails. 

Interim Consolidated Directors’ Report at 31 July 2019 
(Amounts expressed in millions of euros) 

Situation of the entity 

Inditex is a global fashion group with a presence on five continents and in both the Northern and 
Southern hemispheres, which engages mainly in the retail of fashion, principally apparel, footwear, 
accessories and textile products for the home. Inditex carries out its activity through various commercial 
concepts such as Zara, Zara Home, Pull & Bear, Massimo Dutti, Bershka, Stradivarius, Oysho and 
Uterqüe. 

Each concept´s commercial activity is carried out through a global, fully integrated store and online 
model managed directly by companies in which Inditex holds all or the majority of the share capital, with 
the exception of certain markets where, for various reasons, the retail selling activity is performed 
through franchises. 

Inditex's business model is a flexible, integrated and customer-orientated model. 

The business model encompasses all the phases of the value chain: design, manufacturing and supply, 
distribution, logistics and retail sales. The offer of an attractive combination of fashion at competitive 
prices, the constant renewal of designs and delivery to stores between twice and six times a week place 
the customer at the centre of the Group's strategy. The reporting of information on a daily basis from 
stores and online makes it possible to update collections on an ongoing basis.  

The Group’s logistics system facilitates continuous deliveries from the distribution centres of the various 
commercial concepts to stores and online throughout each season. This system essentially operates 
through centralised logistics centres for each concept in which inventory is stored and distributed to 
stores and online worldwide.  

Organizational structure 

Inditex's corporate governance is articulated through the following institutional and operational bodies 
and mechanisms:  

- General Shareholders´ Meeting
- Board of Directors
- Executive Committee
- Audit and Compliance Committee
- Nomination Committee
- Remuneration Committee
- Sustainability Committee
- Compliance Committee  and Office of the Chief Compliance Officer
- Committee of Ethics

In line with the Group’s commitment and corporate strategy on sustainability, Inditex’s Board of 
Directors resolved in the meeting held on 11 June 2019 to form a Sustainability Committee, as a new 
delegated committee of the Board of Directors on the matters under its remit in the social and 
environmental field, in the field of health and safety of the products.  

Subsequently, in the meeting held on 16 July 2019, the Sustainability Committee’s Regulations were 
approved by the Board of Directors. Pursuant to the provisions of section 9 of such Regulations, the 
Sustainability Committee shall be made up of a number of non-executive directors no lesser than 
three nor higher than seven, the majority of whom shall be independent. Its Chairman shall be 
appointed among the independent directors sitting on the Committee. 
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Business performance and results 
 
Key financial and non-financial indicators 
 
Inditex continues to expand its global, fully integrated store and online platform. 
 
Inditex remains very active in the differentiation of its store base. Global online sales launches are on 
track. In March, Inditex launched online sales for Zara in Brazil. In May, Zara launched online sales in 
Saudi Arabia, United Arab Emirates, Lebanon, Egypt, Morocco, Indonesia, Serbia and Israel.  
 
In addition, six of the concepts opened their global online store. Specifically, Massimo Dutti, Pull & 
Bear, Stradivarius, Zara Home, Oysho and Uterqüe have added more than 100 additional markets in 
which customers can already access their latest offers. 
 
During 1H2019, Inditex adopted the new lease accounting standard, IFRS 16, using the modified 
retrospective transition method. The implementation of IFRS 16 does not affect the cash flow or 
business, but some lines of the income statement become non-comparable with 2018 reported 
figures. 
 
In 1H2019 Inditex achieved a strong operating performance. Net sales reached €12.8 billion, 7% 
higher than in 1H2018. Sales in local currencies increased by 7%. 
 
Like-for-like sales grew 5% in 1H2019 on 4% in 1H2018 and were positive across all concepts and all 
geographies, in both stores and online. The like-for-like calculation includes store sales (i.e. sales in 
stores opened for the whole of first half fiscal years 2019 and 2018) and online. This represents 89% 
of total sales. 
 
In 1H2019 Inditex opened stores in 31 markets. At the end of 1H2019 Inditex operated 7,420 stores. 
Total stores by concept is included in the table below: 
 

   

Concept  31 July 
2019 

31 July 
2018 

Zara  2,123 2,109 
Zara Kids  128 129 
Zara Home  588 593 

Pull&Bear  970 969 
Massimo Dutti  754 764 
Bershka  1,101 1,093 
Stradivarius  999 1,007 
Oysho  667 667 
Uterqüe  90 91 
Total  7,420 7,422 

 
Net sales by concept are shown in the table below: 
  

 1H2019 1H2018 

Zara (Zara & Zara Home) 8,895 8,292 
Pull&Bear 873 851 
Massimo Dutti 844 811 
Bershka 1,080 1,045 
Stradivarius 776 690 
Oysho 301 290 
Uterqüe 52 46 
Total 12,820 12,025 
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Inditex operates a global sales platform. Store and online sales by geographical area are shown in the 
table below: 
 

Area 1H2019 1H2018 

Europe ex-Spain 44.4% 44.2% 
Asia & RoW 24.0% 24.5% 
Spain 15.6% 16.1% 
Americas 16.0% 15.2% 
Total 100.0% 100.0% 

 
 
The gross profit rose to €7.3 billion, 7% higher than the previous year. The gross margin reached 
56.8% of sales (+12bps). 
 
Operating expenses were tightly managed over the first half. As mentioned, Inditex started to report 
under the new IFRS 16 rules, which mainly changes the accounting treatment of leases. The fixed 
rental expenses charge is replaced in the income statement with depreciation and financial charges, 
while variable rental expenses remain in the operating expenses line. Operating expenses growth 
was 6% excluding IFRS 16 new rules effects in 1H2019. 
 
EBITDA in 1H2019 came to €3.4 billion vs. €2.3 billion in 1H2018. EBITDA increased 8% over 
1H2018 excluding the IFRS 16 new rules effects in 1H2019.  
 
EBIT came to €2 billion vs. €1.8 billion in 1H2018. EBIT increased 7% over 1H2018 excluding the 
IFRS 16 new rules effects in 1H2019. 
 
A breakdown of financial results can be found in the table below:  
 

 1H2019 1H2018 

Net financial income (losses) 8 10 
Lease financial expenses (75) ‑ 
Foreign exchange gains (losses) (10) 11 
Total  (77) 21 

 
                                                
The tax rate for 1H2019 is the best estimate for FY2019 according to current information. 
 
Net income in 1H2019 grew 10% to €1.5 billion vs. €1.4 billion in 1H2018. Net income increased 7% 
over 1H2018 excluding the IFRS 16 new rules effects in 1H2019.  
 
Issues relating to sustainability and employees 
  
During the first half of FY2019, there have been no significant events and/or changes in terms of 
sustainability and employees, in relation to the content of Appendix IV of the consolidated Directors’ 
Report for the 2018 financial year that ended on 31 January 2019, which contains the “Statement on 
Non-Financial Information” of the Inditex Group. 
 
During the Annual General Meeting held on 16 July 2019, Inditex announced its global sustainability 
strategy. Among the goals announced is the fact that by 2025 100% of the cotton, linen and polyester 
used in the production of garments will be sustainable or recycled. By 2023, the Company will 
completely dispose of single-use plastics that reach the customer and there will be no waste disposed 
of from any of the Group’s headquarters, logistics centres or stores, as it will be used for recycling or 
total reuse. Likewise, 80% of the energy consumed by Inditex in all its facilities (headquarters, 
logistics and stores) will come from renewable sources by 2025.  
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In any case, the consolidated Directors’ Report for FY2019, under the heading “Statement on Non-
Financial Information”, will contain full information on the sustainability and employee issues of the 
Inditex Group, referring to the current FY2019. 
 
Liquidity and capital resources  
 
Inditex maintained its solid financial position at the end of 1H2019: 
 

 31 July 
2019 

31 July 
2018 

Cash & cash equivalents 4,808 4,091 
Short term investments 2,006 1,899 
Current financial debt (80) (40) 
Non current financial debt (4) (5) 
Net financial cash (debt) 6,730 5,944 

 
Due to the strong operating performance and the healthy working capital evolution the cash position 
increased 13%. The operating working capital position remains negative as a result of the business 
model: 
 

 31 July 
2019 

31 July 
2018 

Inventories 2,664 2,803 
Receivables 841 871 
Payables (6,632) (6,386) 
Operating working capital (3,127) (2,713) 

 
 
The Group's capital structure is characterised by the low debt/equity ratio as a result of the practically 
non-existent financing and the strength of its equity.  
 
The Group's organic growth and its CAPEX needs have been financed substantially with the funds 
generated by the business, which has enabled the Group to maintain its solid cash position.  
 
The Group has available credit lines that guarantee access to such additional funds as might be 
required.  
 
Analysis of contractual obligations and off balance sheet transactions 
 
Also, commitments exist in relation to investments in future store openings in FY2019, the amount of 
which is included in the figure for capital expenditure detailed under “Information on the outlook for the 
Group“. 
 
Main risk and uncertainties 
 
In order to facilitate unified and comprehensive risk management, the Group has established a 
common definition of risk for the Organization as a whole. Accordingly, the Group defines a risk as 
"any potential event that may have a negative impact on the achievement of the business objectives". 
 
The risks reviewed are classified and grouped in the following categories: 
 
1. Business environment 

 
Risk arising from external factors relating to the Group´s business activities. 
 
This category includes risks relating to difficulties in adapting to the environment or market in which 
the Group operates, as regards both the procurement processes and the product retailing and sale 
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activities. These risks are inherent to the fashion retailing business and consist of the Group's 
potential inability to continue operating and react to changes in its target market or to adapt to new 
situations in the countries from which it obtains its supplies or in which it performs retail activities.  
 
In this regard, geo-political, demographic and socio-economic changes in countries, in which 
procurements or retail sales are made, or a downturn in demand in certain markets, and which trigger 
country risk, constitute inter alia, factors that might have an adverse effect on the optimum 
achievement of the Group's business objectives.  
 
Furthermore, the strong competitiveness of the industry, driven by new technologies and disruptive 
innovations, could condition the Group’s ability to compete in an environment where the consumer 
profile is constantly evolving. 
 
2. Legislative and regulatory 

 
These are the risks to which the Group is exposed as a result of the legislation in force in the 
countries in which it carries on its business activities. 
 
The risks included in this category are risks relating to tax, customs, labour law, commerce and 
consumption-related regulations, industrial and intellectual property regulations and risks relating to 
other types of legislation, in particular, regulations in relation to criminal risk (including potential risks 
of perpetrating crimes related to corruption, fraud and bribery), regardless of whether or not  the 
criminal liability of legal entities is determined  and other regulatory non-compliance risk. 
 
General Counsel´s Office – Compliance Office supervises and manages the Inditex Group's 
regulatory compliance system in order to prevent legal (including criminal) and reputational risks 
arising from possible regulatory breaches, and to achieve the best ethical standards and monitor the 
corporate best practices. 

 
While there is currently some uncertainty as to the date of entry into force of Article 50 of the Treaty 
on the European Union, whereby the United Kingdom would leave the European Union (Brexit), and 
as to what future developments in this respect will be, a no-deal Brexit would mean changes in the 
regulatory environment in which the group operates in the United Kingdom, as well as in the trade 
relationship between the United Kingdom and the EU, as the latter becomes governed by the rules of 
the World Trade Organisation (WTO). This would mean that cross-border trade would be subject to 
customs controls and tariffs.  
 
Among the main risks arising from Brexit for the Group are potential delays in the transit of goods, 
economic impacts arising from the imposition of tariffs and currency fluctuations, possible restrictions 
on the free movement of persons, as well as those arising from the contractual or management risks 
of key third parties. Despite the transcendence of a Brexit without an agreement, the analysis 
exercise shows that the residual risk for the Group, once the mitigation actions have been 
implemented, would not be significant. 

 
3. Reputation 

 
These are risks which have a direct influence on the perception of the Group held by its stakeholders 
(customers, employees, shareholders and suppliers) and society in general. 
 
They arise from the possibility of the inappropiate management of issues relating to social and 
environmental sustainability, responsibility on account of health and safety of the products, the 
corporate image of the Group, as well as its image in social networks, and any other potential 
regulatory breach or good practices that might have an impact on the Organisation's reputation.  

 
4. Human resources 

 
The main risks relating to human resources are those arising from potential dependence on key 
employees and from the failure to keep an adequate work environment in all the work centres. 
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5. Operational 
 

The main operational risks to which the Group is exposed arise from the possible difficulties involved 
in recognizing and taking on board the ongoing changes in fashion trends, and in manufacturing, 
buying and putting on the market new items that meet customer expectations. Also the risks arising 
from the growing importance of technological innovations and evolutions in a broad sense, both in the 
interaction with customers and in the improvement of operational processes, to ensure commercial 
success. 
 
The risk arising from the interruption of operations is associated with the possible occurrence of 
extraordinary events beyond the Group's control (natural disasters, fires, transport or key supplier 
strikes, interruptions in energy and fuel supplies, withholding of goods in freight, etc.), which could 
have a significant effect on the normal functioning of the Group's operations.  
 
In view of the Group's operating structure, the main operational risks are concentrated at logistics 
centres and at third party operators transporting goods. The clothing, footwear, accessories and 
household products of all the concepts are distributed from different logistics centres. Logistics 
distribution is complemented by other smaller logistics centres located in other countries and with third 
party logistics operators which carry out small scale distribution operations.  
 
Other risks included under this category would be those associated with property management, 
particularly in relation to the search for and selection of commercial premises and the return thereon. 
In addition, the relationship with certain suppliers of goods and service providers is subject to certain 
risks that are not directly under our control and which could impact the normal development of some 
of the Group’s operations. 
 

 
6. Financial 
 
The normal functioning of the Group's operations exposes it to risks of a financial nature. This 
category includes, foreign currency exchange risk and counterparty credit risk. In addition, the 
increasingly international nature of the Group's businesses exposes it to country risk in its various 
markets. 
 
The Euro is the Group's functional currency. Its international transactions require the use of numerous 
non-Euro currencies giving rise to foreign currency exchange risk. The Group has investments 
overseas whose assets are exposed to the foreign currency exchange risk. Given that the Group 
consolidates the annual accounts of all its companies in its functional currency, i.e. in the Euro, it is 
exposed to foreign currency exchange risk in the translation of the results of all its entities located 
outside the Economic and Monetary Union. The Company is also exposed to the risk arising from the 
payment and collection flows in currencies other than the Euro in relation to the acquisition and 
provision of goods and services in both Group and non-Group transactions. 
 
The Group is not exposed to significant concentrations of counterparty credit risk. The majority of its 
revenue relates to retail sales which are collected on demand, either in cash or through credit card. In 
any event, the Group is exposed to the risk that the counterparties (mainly financial ones) fail to 
comply with the obligations resulting from the investment of the Company's cash, under the credit 
facilities or other funding and guarantee vehicles or the derivatives arranged to hedge financial risks. 
 
7. Information for decision-making 

 
The risks in this category relate to the availability of adequate information at all levels: transactional 
and operating information, financial and accounting information, management information and 
budgeting and control information.  
 
The Group's various departments and particularly the Planning Management and Control and the 
Administration Departments, which report to the Financial Division, are directly responsible for 
producing and supervising the quality of this information. 
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8. Technology and information systems 
 

These include the risks associated with the technological infrastructure, the effective management of 
information, IT and robotic networks and communications. They also include those relating to the 
physical and technological security of systems, in particular, the risk of cyber-attacks on information 
systems, which could potentially affect the confidentiality, integrity and availability of critical data. 
 
9. Corporate governance 

 
This category includes the risk relating to the possibility of the Group being inadequately managed as 
a result of possible non-compliance by the management team or members of the Board of Directors 
with existing rules, recommendations or best practices in the area of Corporate Governance, the 
transparency regulations of regulatory bodies or even the lack of professional ethics in their 
management. 
 
Risk management at the Group is a process promoted by the Board of Directors and Senior 
Management and is the responsibility of all members of the Group, the purpose of which is to provide 
reasonable assurance that the objectives established by the Group will be achieved, furnishing 
shareholders, other stakeholders and the market in general with sufficient guarantees to ensure that 
the value generated will be protected. 
 
In this context, the Group's Risk Management and Control Policy establishes the basic principles, key 
risk factors and the general action guidelines for managing and controlling the risks that affect the 
Group. This Policy is enforced on to the entire Group and forms the basis for an Integral Risk 
Management System.  
 
The Risk Management and Control Policy is implemented and complemented by specific policies and 
internal regulations relating to certain units or areas of the Group. The policies and internal 
regulations developed and implemented by these areas for the management of the different types of 
risk include most notably: 
 

 Investment Policy. 
 External Financing Policy. 
 Payment Management Policy. 
 Financial Risk Management Policy. 
 Insurable Risks Management Policy 
 Code of Conduct and of Responsible Practices. 
 Criminal Risk Prevention Policy. 
 The Internal Regulations of Conduct regarding Transactions in Securities. 
 Corporate Social Responsibility Policy. 
 Code of Conduct of Manufacturers and Suppliers. 
 Health and Safety Policy. 
 Environmental Sustainability Policy. 
 Information Security Policy. 
 Purchasing and Contracting Policy. 
 Policy on Communications and Contact with Shareholders, Institutional Investors and Proxy 

Advisers Communication and Relations. 
 Policy and Procedure on Representatives and Attorneys. 
 Policy on Human Rights. 
 Diversity and Inclusion Policy 
 Compliance Policy. 
 Tax Strategy and the Tax Policy. 
 Anti-Money Laundering and Terrorist Financing Policy. 
 Conflict of Interest Policy. 
 Compliance Policy regarding Personal Data Protection and Privacy. 

 
For more details, see Section “E-Risk control systems“ of the Annual Corporate Governance Report 
for 2018. 
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Events after the reporting period 
 
No significant events have ocurred since the reporting date.  
 
 
Information on the outlook for the Group 
 
Autumn/Winter initial collections have been well received. Store & Online sales in local currencies 
increased 8% between 1 August and 8 September. Management estimates like-for-like sales growth 
of 4%-6% in FY2019. 
 
Ordinary capital expenditure in FY2019 will be approximately €1.4 billion driven mainly by the addition 
of new space in prime locations during the year. Ordinary capital expenditure is expected to grow 
below space growth in the coming years. 
 
Global online 
 
In line with the previous announcement regarding the increasing level of integration between the 
online operations of Zara and Zara Home, from 17 September, Zara Home collections will be 
available on the Zara website in the UK. This will be further rolled out across new markets 
progressively over the coming year. 
 
In August, Zara launched online in Bahrain, Oman, Kuwait, Qatar and Jordan. In September/October, 
Zara will launch online in South Africa, Colombia, Philipines and Ukraine. 
 
R&D+I activities 
 
The Inditex Group generally does not carry out research and development projects, other than those 
involving the design of garments, accessories, household products or certain logistical activities, in 
which amounts are invested over several years to develop assets on which a return is expected over 
multi-year periods. 
 
Since its inception, the Group has been run with the help of the technology available in all areas of 
activity in order to improve manufacturing and distribution processes, and by developing in-house or 
third-party tools to facilitate the management of the business. Some examples of this are point-of-sale 
terminals, inventory management systems, distribution centre delivery systems, systems for 
communications with stores and in-store garment labelling systems. 
 
Acquisition and sale of treasure shares 
 
The Annual General Meeting held on 19 July 2016, approved a Long-Term Incentive Plan 2016-2020 
(Note 26 of the consolidated financial statements for 2018) and authorised the Board of Directors to 
derivatively acquire treasury shares to cater for this plan. In addition, on 16 July 2019 the Annual 
General Meeting approved a new Long-term Incentive Plan 2019-2023, also authorising the Board of 
Directors for the derivative acquisition of treasury shares, aimed at coverage of this plan. 
 
At 31 January 2019, the Company owned 2,950,143 treasury shares, representing 0.095% of the 
share capital.  
 
During the first half of 2019, the Company proceeded to settle the first cycle (2016-2019) of the 2016-
2020 Plan and to award shares to its beneficiaries. Accordingly, at 31 July 2019, the Company holds 
2,125,384 treasury shares, representing 0.068% of the share capital. 
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Other salient information 
 
Stock market information 
 
Inditex's market price stood at 27.03 euros per share at 31 July 2019, an increase of 11% since the 
beginning of the year, while the Ibex 35 index posted a decrease of 1% in the same period. The 
average daily trading volume was approximately 6.4 million shares.  
 
Inditex's market capitalisation stood at 84,243 million euros at the end of the six-month period, up 
819% on its capitalisation when its shares were admitted to trading on 23 May 2001, as compared 
with a 7% decrease in the Ibex 35 index in the same period. 
 
Dividends policy 
 
The Group´s policy involves payment of a dividend equivalent to 60% of the net profit for the year, as 
an ordinary dividend, and the commitment of a total bonus dividend of 1 euro per share to be paid in 
relation to FY2018, FY2019 and FY2020. 
 
On 16 July 2019, the Annual General Meeting approved the distribution of a dividend charged to 
profits for 2018 amounting to a maximum of 2,741 million euros (0.88 euros gross per share, 
representing an increase of 17.3% in relation to the dividend approved in 2018, corresponding to an 
ordinary dividend of 0.66 euros per share and a bonus dividend of 0.22 euros per share for all the 
outstanding shares). 
 
Of the aforementioned amount, a gross amount of 0.44 euros per share was paid on 2 May 2019 as 
an interim dividend and 0.44 euros gross per share will be paid on 4 November 2019 as a final 
dividend (ordinary and bonus); the total amount payable is recognised under “Trade and other 
payables” in the accompanying interim condensed consolidated balance sheet at 31 July 2019. 
 
 
Other disclosures 
 
Related party transactions 
 
Related party transactions are described in Note 8 to this interim condensed consolidated financial 
statements. The Company did not carry out any related party transactions during the year that 
substantially affected its financial position or results.  
 
Risk and uncertainties 
 
There are no material risks or uncertainties for the second half of 2019. 
  
Alternative performance measures  
 
The gross profit, EBITDA, EBIT, ROE, ROCE, working capital, net financial position, store operating 
profit and quarterly results are defined in the initial Note to the Consolidated Annual Accounts for 
2018. 
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The information disclosed in this document may contain statements in relation to future intentions, 
expectations and projections. All such statements, except for those based on historical data, are 
forward-looking statements, including, inter alia, those that address our financial position, business 
strategy, management plans and objective for future transactions. The aforementioned intentions, 
expectations or projections are subject per se to risks and uncertainties which could cause actual 
results to differ from those anticipated.  
 
These risks include, but are not limited to, competition within the sector, consumer preferences and 
spending trends, economic and legal conditions, restrictions on free trade and/or political instability in 
those markets where the Inditex Group has a presence or in those countries in which Group products 
are manufactured or distributed.  
 
The risks and uncertainties that could potentially have an impact on the information disclosed are 
difficult to predict. The Group undertakes no obligation to publicly update or revise any of the forward-
looking statements in the event that any unforeseen changes or events arise which might affect them. 
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