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BUSINESS REVIEW
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Business Review g =

B2C business is on the right trajectory, “one-hour-delivery-to-home” pattern
becomes feasible

By March 2019, the distribution area of all our stores was expanded from 3
kilometers to 5 kilometers.

= |In June 2019, daily order per store (“DOPS”) was more than 700.
=  During the “6.18” promotion event, the average DOPS was more than 1000.
=  Fresh products account for more than 50% of our online revenue.

= The ratio of negative comments and customer complaints were less than 0.3%. Our
on-time delivery rate is more than 99%.

= DOPS has been climbing steadily, the efficiency of fulfillment is improving gradually.
One-hour-delivery-to-home pattern has been adopted by Sun Art.

= Inthe second half of this year, we will accelerate the expansion of B2C business
scale and increase daily order density.
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Business Review - .'

B2B operations continue to grow

= B2B is a platform that can provide fresh products, covering a full range with 20,000
SKUs.

= All Sun Art stores have rolled out B2B business.
= By June 2019, “RT-mart e Lu Fa” has more than 500,000 registered clients.

= The development of business clients is mostly concentrated within a 20-kilometer
radius of our stores and the farthest distance is 100 kilometers.

= By the end of 2019, the sales of B2B business is expected to increase by 50%.

= After two years’ running, “RT-mart e Lu Fa” has moved into the first-tier of the
industry.

= Next year, “RT-mart e Lu Fa” will become one of the 10 billion club members.
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Business Review

Restructuring the Hypermarket Proved Successful

= Restructuring our hypermarkets meant restructuring our functions, our categories
and our mindset.

=  Restructuring offerings and displays, we have strengthened products suitable for the
consumption of middle-to-upper-tier customers and online requirements.

=  Qur first restructured pilot is a 20-year-old store in Shanghai. After renovation, this
store was rejuvenated and had positive same store sales growth (“SSSG”), 10%
better than Shanghai stores not yet refurnished. Fresh products sector, in particular,
turned in double-digit SSSG.

= This year, more than 40 of our stores are being renovated.

= The renovated stores will pay more attention to customer experience, as well as
reinventing customers of reasons for visiting physical store.
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Business Review

Smooth convergence and deepening convergence

= By the end of February 2019, a joint-operations headquarters was established and
has now been integrated.

= In mid-April 2019, the upgrade and integration of Auchan store IT systems was
completed.

= |n the first half of 2019, we had adjusted Auchan’s product range, store layout and
store organization, as well as clearing its inventories and integrating the distribution
centers.

=  Online business from the Auchan stores is on the right trajectory.

= |n the future, our focus in convergence will be on improving the revenue and gross
margin, reducing stores’ controllable costs, as well as substantially decreasing
headquarters expenses.
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Business Review — Expansion Status D @000

Covering 233 cities cross 29 provinces, autonomous regions and municipalities

Secured 49 sites to open hypermarket complexes, of which 40 were under Region No. of stores GFA (sqm)
construction (as of 30 June 2019) (as of 30 June 2019)

! Total r 6 Total
Inner Mongolia

Eastern

Autonomous China 51 141 192 2,067,785 3,398,650 5,466,435
Region i i
oy "elOnng Northern g 46 51 1,137,050
China 151,064 ) ) 1,288,114
Jilin peastern g 51 52 32,033 1,413,972 1,446,005
AN Uygur_ Inner Mongolia Liaonin
Autonomous Region P T R e < Southern g 84 89 124523 2,047,350 2,171,873
(west) Beulng_l_ianjin China
o NG ey cenural 9 66 75 260,185 1,642,455 1,911,640
. ) utonomous Region
Qinghai i Shandon
9 Gansu e g western 5 g1 26 223839 495920 719,759
Tibet Shaanxi Henan Jiangsu
) Shanghai Total 76 409 485 2,868,429 10,135,397 13,003,826
Sichuan Hubei
Chongging Zhejiang
Hunan Jiangxi
Culidony Fujian GFA breakdown Store no. breakdown
Yunnan ENETie) .
Zhuang Guangdong Taiwan
Autonomous Contract, Contract,
Region 0 b
Hainan

® |n 2019H1, the Group has opened 2 new hypermarket s
complexes and 1 Frehippo Supermarket, and closed 1 70.0%
Auchan store.

® As of 30 June 2019, the Group had 485 hypermarket L7egs7%2,
complexes and 2 Frehippo supermarkets ;
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Operating Environment

(2)2019H1: CPI was up by 2.2% yoy
(Food CPI up 4.7%, Non Food CPI up 1.6%)

@) Growth of GDP

& Total Retail Sales of Consumer Goods
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line physical products sales accounted for 19.6%

of total retail sales in 2019H1, up by 21.6%

Online Physical Products Sale Share% «=+mm Online Physical Products Sales Growth%
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Financial Highlights l "

For the six months ended 30 June

(RMB in million)

Gross Sales Proceeds ?) 54,396 54,060 0.6%
Revenue 50,586 54,060 -6.4% W
Gross Profit 13,188 12,922 2.1%
Gross Profit Margin () 24.2% 23.9% + 30 bps
EBIT (4) 3,014 2,921 3.2%
EBIT Margin ) 5.5% 5.4% + 10 bps
Profit for the period (¢ 1,899 1,833 3.6%
Net profit margin (7) 3.5% 3.4% + 10 bps
nasic and diuted (RM) 0.19 0.18

(1) In our electronic appliance department, the business model was changed from self-operation to consignment with Suning from August 2018. Since then, only consignment fees
received have been recognized in revenue instead of gross sales.

(2) Gross Sales Proceeds consist of gross proceeds from product sales, consignment sales and rental income, excluding value-added tax.

(3), (5), (7) calculated on gross sales proceeds. (4), (6), (8) had the impact of HKFRS16 included

(9) The calculation of basic and diluted EPS for the six months ended 30 June 2019 and 2018 is based on the weighted average number of 9,539,704,700 ordinary shares in issue during
the year.
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Financial Highlights N 000

Revenue

Gross Profit & Margin

RMB (million) RMB (million)

102,320

100,441
96,414 99,359 i 24.8% .
91.855 3545 3808 | ., 23.9% 24.1% P 23.9%24-2%
! 3,345 4 4 H 22.9% 23.3% ’ .
86,195 3,144 i Revenye 27 s i e
2,719 == ; Grow, 21.6% _ gmmm® :
77,851 5 537 m™ : -6.4% ’ 0, 20.7% g™
,237 == : \ 20.4% ¢
68,084 1,915 [ : P = .
™ {54,060 T | Gross profit
1,544 : 2oV 50,586 —_ : . 2%
— : 7 i Growth:
1,897 2,064 —
] —
93 270 97,096 98,775 95 551 M
83,958 89136 7 ' : m : —_ —
4 75,936 | : ob 463 23,981 2,674 25,119
5 : 20,998 “f
1 5p,163 1'15013’6]3
2 O, H
g2 18,857 ©12,92213,188
l._.ll._.ll_Jl_.lL.ll._.ll_.lJ._.l I ) ..
2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019 2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019
Sales of goods ~ m Rental income Gross Profit e=o=GP margin (1

Note: (1) Gross margin were calculated based on gross sales proceeds for the
period of 2018, 2018H1 and 2019H1.
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Financial Highlights h'—

For the purpose of easier comparison, the impact of HKFRS16 adoption has been excluded for both periods.

Operating Margin Net Profit® and Margin

RMB (million) RMB (million)
. 5.A-°/o g“‘ Net Prof\t
CAGR' rating 5% : 1%
‘ope 2 : wih:
%rO‘“‘“ Gw/'
5 % 3.6%
- 3.4% 13y : 3.5% . 0
4.8% 5.0% >-1% 336/’\. ’ ¢
ason % 46w s L et 2.9%/0 L 3.0% 5 8%
(] H .
4.3% ’/ 0% e 1% * 6% 2. 64’/’\.
\ % 0/ ~, Y-
4,487 . 2,942 3,023 3,020
4214 - 4,19 2,818
2,906 2,699 2,766 1,985 1,914 1,946
2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019 2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019
EBIT e=emEB|T margin (@ Net Profit eesmNet Profit Margin(s)

Note: (1) Showing profit for the year, i.e. including the non-controlling interests
(2), (3) Operating margin and net profit margin were calculated based on gross sales proceeds for the period of 2018, 2018H1 and 2019H1.
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Financial Highlights N 000

For the purpose of easier comparison, the impact of HKFRS16 adoption has been excluded for both periods.

- RMB (million) 27% 27% 28% 29% 0 5%
RMB (million) 2.5% % e —— e
0 23<y 2 ¢ ;=
22.4% 214, =
020‘9%21.3% H
2,87

3 2,893
,453 1,47

20.4% 24 : 20.7%20.6%
19.%.’0’0 G—
16.7% 17.0% 17'5%/’
G ¢ 20666 |
21,817 °7

20,918 _
19635 — : 2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019
17,485 | Operating Lease Rental
e=smQperating Lease Rental as % of Revunue (2)
15114 o ;
13,196
11,365 T ©o11172 11219 Staff Cost
19,815
18,922 19 :
u T wpode 1 aaly RMB (million)
15,097 milfion 9.9% :

18,148 5 L 9.0% 92% i 9.3% 9.5%
g51p 11400 : 7 7% 8.5% . ® : —
127 9,720 9,800 ., 7.0% 7.3% .,0— p—

- 6.5% 6™
: 2 —0
fo ot o 00 4 R 1 B
® {75 {56t s an ah ot
2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019 4| ¥ ﬂ
Administrative expense Store operating cost
2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019

=esmTotal opex as % of Revenue ()
Staff cost

Staff % of R (3)
SUN ART exomm Staff cost as % of Revenue .

Retail Group Limited | 2019 Interim Results Note: (1), (2), (3) Expressed as a percentage, the amount of expenses were calculated based on gross
sales proceeds for the period of 2018, 2018H1 and 2019H1.
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Balance Sheet

Working Capital Days Net Financial Position

RMB (million)
91 93 P 94
87 =
85
82 83
13,483
- 76 77 Z” 12,795
67, | 7° —
_ : 10,492
60 | 61 | 5gl | 58 | 59 : 57 —
: 53
8,110
7,385 7,425 53 o
| 5490 978
2011 2012 2013 2014 2015 2016 2017 2018 1H2018 1H2019 2011 2012 2013 2014 2015 2016 2017 2018 1H2019
Inventory turnover days
ry Yy Net Cash

Trade payable turnover days

Note:

(1) Turnover days of inventory is calculated as the average inventory for the year, divided by cost of inventories charged to P/L for the year, and multiplied by 365 days for
2011, 2012, 2013, 2014, 2015, 2016, 2017, 2018 and 180 days for 2019H1.

(2) Turnover days of accounts payable is derived by dividing the average of opening and closing balances of trade payables, for the relevant year by cost of inventories
charged to P/L and multiplying by 365 days for 2011, 2012, 2013, 2014, 2015, 2016, 2017, 2018 and 180 days for 2019H1.

(3) Turnover days of accounts receivable is insignificant for the Company. It is derived by dividing the arithmetic mean of opening and closing balances of trade
receivables, for the relevant period by turnover and multiplying by 365 days for 2011, 2012, 2013, 2014, 2015, 2016, 2017, 2018 and 180 days for 2019H1.

(4) The balance of net financial position is calculated as the sum of cash and cash equivalents and investment and time deposits minus bank loans.
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Investment Return

RMB (million)
6,788
- 14.6% 2% 14.7%
277 362 2752 12.8%@ 1 12.8%
] 4,624 1 11.4% 1%% ] 11.2%
3,744 8.0%®
2,590
2,141
H 78
2011 2012 2013 2014 2015 2016 2017 2018 1H2019 2011 2012 2013 2014 2015 2016 2017 2018 1H2019
CAPEX ROE
Note:

(1) ROE is calculated by dividing net profit for the year by total equity amounts as at the end of the year
(2) Excluding effect of initial public offering of equity, ROE for 2011 is 25.2%
(3) For easier comparison purpose, the impact of HKFRS16 adoption has been excluded.
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BUSINESS STRATEGY




Business Strategy R

Renovation and optimization
for New Retall

Continuously deepen
Restructure of hypermarket

Development of new formats

Deepen integration of two banners
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