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Harsh Times

Iceland boss says foodbank users
‘declining potatoes because they can’t
afford ener AL boil them’
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Cost-of-living hack #14
Just work more hours!
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Consumer Sentiment Near All-time Lows

Consumer Sentiment
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Consumer Price Inflation — Eurozone Catching Up to the UK

CPI(YoY %)
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Grocers Working to Mitigate Margin Erosion, But More Pain to Come

UK Wholesale Electricity Price Evolution (E/MWh) EUR Non-Household Electricity Price Evolution
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e Measures include price locking and matching, rising private label participation, loyalty programmes and cost cutting
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Key Commodity Prices Trending Down

Selected Commodities’ Price Inflation (indexed to 2017 = 100)
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Non-food / Discretionary: Protecting Full Price Sales

NEXT Full Price Sales Soften NEXT Stock Elevated, Though Correction Anticipated
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* Apparel retailers (across IG and HY) are focused on avoiding discounting and passing through COGS inflation

» Key factors would be the extent of stock overhang and how well demand holds up in the winter season
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Grocer Margins Relatively Resilient

2Q22 Adj. EBITDA Margins vs 2019
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Shareholder Rewards Expected to Continue

Net Leverage Evolution vs Total Shareholder Rewards (Dividends + Share Buybacks)
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*FY21 payout included a £5 bn special dividend from Asia business sale proceeds



M&A and New Issuance Outlook = Not Much to Look Forward To

Total grocer bond maturities of €2.1 bn next year — Tesco (€750 mn in Oct’23), Carrefour (€500 mn in Jun’23)
and Metro (€500 mn in Mar’23)

Carrefour has recently raised €850 mn of 2028 SLBs with the initial €500 mn followed by a tap

M&A Outlook — Bolt-ons to continue but capital allocation strategies are more focused on shareholder rewards
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Relative Value

|G Retailer EUR (LHS) and GBP (RHS) Notes: Z-Spread against Years to Maturity
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Key Takeaways

e Margin pressure could possibly intensif
2023, though more in-home consumpti
supportive for grocery demand

e Shareholder pay-outs to continue as lig
seen as a concern

e Non-discretionary/Clothing — focus on
full price sales and inventory reduction
pressure steeper compared to grocers
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This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.
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