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Fair Value EUR57 (+14%)

The price of freedom?

BUY vs. UNDER REVIEW

We admittedly believed that a downgrade by S&P would prompt a very negative reaction. However,
this was clearly not the market’s point of view (share up +1.3% yesterday!). According to the
traditional expression, we could fallaciously conclude that the downgrade was “already priced-in”.
With hindsight, there are two possible interpretations, which, incidentally, are not incompatible:
1/ clearly some investors cannot afford to remain shareholders in a non-investment grade company;
2/ since the axe has fallen and Casino is no longer investment grade, management could gain in
flexibility from a strategic viewpoint. And we believe that opportunities exist such as the buyback of
LatAm minorities for example (see our report: With hindsight, a real Catch-22!). Taking yesterday's
(non)event into consideration, along with an attractive intrinsic value (FV of EUR57) and a possible
simplification of the portfolio going forward, we are maintaining our Buy recommendation.

In our latest report, we wrote that the recent “psychosis does contain elements of truth” and that
maintaining an investment grade rating was “evidently key to us”. We concluded that what is most
regretful in Casino’s situation is that the recent “credit noise leaves little room for management to
explore all the potential strategic options which it could otherwise consider in order to maintain the
necessary conditions for long-term growth”.

Hence, we clearly believed that a downgrade by S&P would prompt a very negative reaction (indeed 1/
the investor base will be largely reduced, while 2/ the potential return to the sacrosanct rating should
come at high price). However, this was obviously not the market’s point of view as the slip to non-
investment grade turned out to be a damp squib (share up +1.3% yesterday!). According to the
traditional expression, we could fallaciously conclude that the downgrade was “already priced-in”.

With hindsight, there are two possible interpretations, which incidentally are not incompatible way:
1/ clearly some investors cannot afford to remain shareholders in a non-investment grade company;
2/ since the axe has fallen and Casino is no longer investment grade, management could gain in
flexibility from a strategic viewpoint. And we believe that opportunities exist such as the buyback of
LatAm minorities for example (see our report: With hindsight, a real Catch-22!). In so doing, Casino
could compensate for the growth opportunity cost linked to the disposal of Big C.

As a reminder, from a very fundamental viewpoint, we estimate that we are witnessing a change in
paradigm (see our latest sector report: Anorexic growth... the bigger the better!), which for a large
number of mature retailers has meant that solid and recurring growth has sunk to a sinusoidal pace
limited to just a few points (a disruptive factor in a fixed-cost industry!). This long-term vision is
perhaps taken insufficiently into account in S&P’s statements.

Indeed, we believe investors should not lose sight of the fact that Brazil (notably) offers: 1/ high
demographic potential (200m inhabitants with a median age of 32 years, 84% of which are urban), 2/ a
low penetration of modern Food Retail (less than 50%), and 3/ a rather business-friendly environment.
These characteristic features are the basis of sustainable healthy growth in a fixed costs industry.

Buying-back LatAm minorities at a very low price would be a “once-in-a-lifetime” opportunity to kill
three birds with one stone: 1/ It would radically simplify the structure of the group and hence the
circulation of cash within the holding (something the market has always been demanding!); 2/ Casino
would get rid of its LatAm stock market listing (which has been its Achille’s heel over the past 18
months); 3/ ultimately, Casino would maintain the necessary conditions for long-term growth.

PS: At the end of the day, the strategy applied by Casino is rather similar to that implemented by
Carrefour with its Columbian assets in 2012 or to what Tesco did in 2015 by disposing of South Korea...

VALUATION

e  The spot SOTP currently stands at EUR50
NEXT CATALYSTS

e Upcoming simplification of the holding?
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Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.

Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key
reasons behind the opinion.

Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a petiod of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

clements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 64,4%

Distribution of stock ratings

NEUTRAL ratings 28,1% SELL ratings 7,4%

Research Disclosure Legend

1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company
that is the subject of this Report (the “Issuer”).
2 Issuer shareholding in Bryan | The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members | No
Garnier of the Bryan Garnier Group.
3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are | No
significant in relation to this report
4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or No
provider in any related derivatives.
5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager No
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives.
6 Investment banking A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the | No
agreement Issuer relating to the provision of investment banking services, ot has in that period received payment or been
promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing No
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or
subsidiaties. The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the tesearch, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
report accurately reflect his/her personal views about the investment and issuer to which the report relates and
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in the repott.
15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, No
price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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