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Woolworths Group (WOW)

Moving on from Mydeal

Modest changes following MyDeal closure

WOW has announced that it will close the MyDeal customer site by 30/09 and focus
the marketplace offering into Big W Market and Everyday Market. The closure comes
three years after WOW invested $218m in acquiring an 80% interest in the business
and is expected to result in cash charges of $90-100m (largely buying out minorities
and redundancy costs) and a further $45m in non-cash charges (largely impairments).

The MyDeal business was consolidated within Woolworths Marketplace in 2024, and
this division in total reported a $36m EBIT loss in 1H25, with declining GMV within the
Mydeal business in 1H25 (and 3Q25). While individual losses have not been
separately disclosed WOW has stated that the closure is expected to result in a
meaningful reduction in Marketplaces losses and we note the business generated a
$15.5m NPAT loss the year prior to consolidation.

We have incorporated the MyDeal closure into our forecasts which has resulted in
NPAT changes of +1% in FY26e and +1% in FY27e. Our target price is broadly
unchanged at $31.90ps (prev. $31.85ps) following these changes.

Investment view: Hold rating unchanged

Our Hold rating is unchanged. Despite the associated cash closure and impairment
charges associated with MyDeal, we view the move to close a peripheral loss-making
business as a sound decision. While the EPS benefit is modest, it demonstrates a
willingness to move away from non-core distractions and follows more recent moves to
reduces operating expenses ($400m support office simplification program). Trading at
~9.0x FY26e EBITDA, WOW is trading at a multiple broadly comparable to COL and
international peers.

Earnings Forecast

Year end June 2024 2025e 2026e 2027e
5500 Sales (A$m) 67,922 69,179 71,552 74,141
$40.0 M EBITDA (A$m) 6,001 5,775 6,125 6,560
NPAT (reported) (A$m) 108 1,280 1,546 1,799
$30.0 M NPAT (adjusted) (A$m) 1,683 1,473 1,616 1,799
EPS (adjusted) (cps) 140.4 113.1 126.6 147.2
»200 EPS growth (%) (0.6) (19.5) 12.0 16.3
$10.0 PER (x) 22.2 275 24.6 21.2
FCF Yield (%) (1.4) (2.9) (0.5) 0.1
$0.0 T T T 1 EV/EBITDA (x) 9.2 9.5 9.0 8.4
Jun23 Dec23 lun 24 DecZ4 lunis Dividend (¢ps) 144.0 84.0 94.0 109.0
—_—WOW ——S2P 300 Rebased Franking (%) 100.0 100.0 100.0 100.0
Yield (%) 46 27 3.0 35
ROE (%) 1.9 23.7 26.6 28.7
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:
ABN 25006 390 772 THIS REPORT MUST BE READ WITH THE DISCLAIMER ON PAGE 6 THAT FORMS PART OF IT. Pagel
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Woolworths Group Ltd

BUSINESS OVERVIEW

Woolworths (WOW) was established in 1924 in Sydney Australia and today through its
~1,700 points of presence in Australia and NZ is a leading food and everyday needs
business with complementary investments in Foodservice and Digital marketing.

TARGET PRICE

In determining our $31.90ps target price we have considered a sum of the parts and ROIC
model. Major features of these approaches are: (1) Sum of the parts: We have
incorporated multiple of 6.5-19.0x EBITDA for the various business units in WOW,
reflective of peer group comparable. Lower multiples are applied to wholesale and higher
to Petcare; and (2) ROIC based approach: Which is predicated on a LGR of 3.5% and a
WACC of 8.7%, deriving an implied EV/EBITDA is 8.4-8.7x FY26-27e. FY26-27e EBITDA
& EBIT excludes identified non-recurring costs.

RISKS
Risks to an investment in WOW include but are not limited to:

Strategy and disruption risk: Consumer behaviour and preferences continue to change
and are influenced by factors such as economic conditions, digital and technological
development and disruption, healthy living trends, sustainability preferences and an
increasing choice in both online and in-store retail options. If WOW fails to adjust or
execute its strategies to respond to changes in consumer behaviour and preferences, this
may have a material adverse impact on the Group’s financial performance and profitability.

Competition risk: Any increase in competitive activity from new or existing competitors
may have a detrimental effect on the Group’s operations, particularly if WOW fails to
respond effectively to that competitive activity or its response is delayed. Increased
competition may also adversely impact WOW’s long-term performance and profitability.

Economic risk: General macroeconomic conditions and factors including inflation, low
levels of unemployment, monetary policy and variability in interest rates, changes in
governments and their approach to fiscal policy including increasing taxes, levies and other
imposts, variability in energy and input costs, cyclicality in building and construction
markets, and changes in consumer purchasing behaviour may adversely impact WOW
customers as well as WOW earnings, cost of doing business and profitability. Further,
geopolitical tensions and actions of nation states, including trade wars, territorial disputes,
incursions, and war may adversely impact WOW operations and supply chain, resulting in
delivery delays or the unavailability of certain products or inputs, increased cost of doing
business and subsequent impact on WOW profitability.

Operational risk: WOW operations require compliance with various regulatory
requirements including work health and safety, food and product safety, environmental,
workplace industrial relations and public and product liability. Further, the businesses of
WOW are highly regulated in many markets in which they sell their products. These
regulations govern many parts of the operations, including the import, marketing,
advertising, distribution and sales of its products. Examples of such regulation include
industry codes of conduct and country of origin labelling laws. The introduction of new laws
and regulations, or reform to existing laws and regulations, could materially impact WOW
operational and financial performance, including through increased expenditure on
compliance and controls and any required adjustments to how WOW conducts its
business.
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ACCC risk: with federal court proceedings commenced against WOW and the
supermarkets inquiry ongoing there is the risk that WOW, may incur legal costs and/or
settlement costs.

Property and facilities risk: WOW leases facilities for the distribution and retailing of
grocery, fresh produce, liquor and other fast-moving consumer goods. Damage to or
destruction of these facilities could result in the loss or reduction of distribution capability
and hence adversely impact WOW financial results.

Technology and cyber security risk: WOW relies on a number of complex information
technology systems to support its warehousing and distribution, supply chain, retail,
customer service, marketing and finance operations. A severe disruption to the information
technology systems may significantly impact the operations and value of WOW.
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as at 27 June 2025

June year end 2020 2021 2022 2023 2024 2025¢  2026e  2027e  [Recommendaton Hold
Profit & Loss (ASm) Share price ($ps) 3114
Australian Food 42151 43509 45740 48047 50741 51423 52973 54,791 |Targetprice (Sps) 31.90
Australian B2B 1,222 3,684 4,324 4,589 5,853 6,298 6,619  [Shares on issue (m) 1,222
New Zealand Food 6,652 6,652 7,092 7,240 7,551 7,550 7,746 7,984 [Market cap ($m) 38,040
WLiving (Big W pre-FY25) 4,583 4,583 4431 4,785 4,685 5,59 5841 6,098 Net Debt 4,354
Other and intersgment 18 (233) (98) (102) 356 (1,241)  (1,305)  (1,351) Lease liabilites 11,941
Total Revenue 53,404 55733 60,849 64204 67922 69,179 71552 74141 Cash in transit 633
Enterprise value ($m) 54,969
Australian Food 3,707 3,954 4,044 4,651 5,006 4,827 5,105 5483
Australian B2B 0 45 154 176 250 264 284 299 June year end 2020 2021 2022 2023 2024 2025e  2026e  2027e
New Zealand Food 600 589 573 524 416 459 466 474 Valuation Ratios
WLiving (Big W pre-FY25) 207 348 245 348 225 239 284 319 Adjusted EPS (¢ps) 98.9 118.6 124.7 1412 1404 11341 126.6 1472
Other and infersgment 61) (%) 35 5) 104 (14) (14 (15  Change (%) 20% 5% 8% 1% -19% 1% 16%
EBITDA 4,453 4,843 5,051 5,694 6,001 5,775 6,125 6,560  PE(x) 315 26.2 250 221 222 215 246 212
Deprec. & amort (1968)  (2079) (2361) (2578) (2778) (3002) (3072) (3,154) EVIEBITDA(x) 124 14 109 97 92 95 90 84
EVIEBIT (x) 221 19.9 204 177 174 19.8 18.0 16.2
Australian Food 2232 2413 2,406 2,865 3,110 2,784 2,996 3,297
Australian B2B 12 56 63 122 138 158 173 NTA (¢ps) 104.1 (231.3) 68.0 71.6 572 444 70.5 104.7
New Zealand Food 358 336 296 228 100 118 122 126 PINTA (x) 299 (13.5) 458 435 544 701 4.1 297
WLiving (Big W pre-FY25) 39 172 55 145 14 (53) (9) 24 Book Value (¢ps) 715 1372 502.8 538.7 451.0 442.7 4753 5135
Oter and inersgment (144)  (169)  (123)  (185)  (123)  (214)  (214)  (215)  Price/Book (x) 44 27 62 58 68 70 66 6.1
EBIT 2,485 2,764 2,690 3,116 3,223 2,773 3,053 3,405
Interest expense (671)  (613)  (600)  (677)  (740)  (816)  (840)  (829)  DPS(g) 90 1080 920 1040 1440 840 940 1090
Pre-tax profit 1,814 2,151 2,090 2,439 2,483 1,957 2,213 2,517 Payout(%) 9%5.1%  91.0%  738%  736%  1026% 743%  743%  74.0%
Tax expense (555)  (647)  (s66)  (707)  (763)  (572)  (664)  (73)  Yield (%) 30%  35%  3.0%  33%  46%  27%  30%  35%
... faxrate 31% 30% 21% 29% 31% 29% 30% 30%  Franking (%) 100% 100% 100% 100% 100% 100% 100% 100%
Minoriies (10) 0 (1) (1) 9) 0) (3) 5)
Operating NPAT 129 ASM 15 7 4 131 tse 17
Abs. & extras. (84) 570 6,420 (103)  (1,603) (102 0 0 Cash & near cash 2,068 1,009 1,032 1,135 1,298 1,300 1,345 1,380
Reported Profit 1,165 2,074 7,934 1,618 108 1,280 1,546 1,799 Receivables 740 649 856 1,016 1,062 1,042 1,078 1117
Inventories 4434 3,132 3,593 3,698 4,187 4,359 4,504 4,660
Normalisaion to 52wk (42) Other 883 10,996 629 526 444 573 585 598
NRI's and Start-up costs 20 131 100 Current assets 8125 15786 6,110 6,375 6,991 1,214 7,513 7,156
Tax eflect (6) (39) (30) Fixed assefs 8,742 1477 8,231 8,881 9,678 10,087 10498 10,889
Adjusted NPAT 1,249 1,504 1,514 1,721 1,683 1,473 1,616 1,799 | Rightof use assets 12,062 9,553 9,995 9,467 9,604 9,814 9933 10,052
Inangibles .17 4,671 5,278 5,693 4873 4,866 4,945 4,99
Oteer 1825 1740 3650 32 2790 2810 2847 288
EBITDA 4,453 4,843 5,051 5,69 6,001 5,775 6,125 6,560  Non current assets 30,347 23450 27,163 27273 26945 27,577 28,223 28,823
Tax Paid (650)  (738)  (838)  (587)  (774)  (953)  (618)  (718)  Totalassets 38472 39236 33273 33648 33936 34851 35736 36578
Net Interest Expense (856) (800) (601) (675) (730) (778) (828) (834)  Credibors 7,508 6,467 7,002 7623 7,762 7912 8,238 8,524
Change in Wkg Capital 620 352 (133) 356 (396) 58 85 90 Borrowings 2,027 119 354 466 2 425 425 425
Principle lease payments (1066)  (1,158) (1019) (1,067) (1138) (1.262) (1259) (1274) Leaseliabiifes 1826 1495 1572 1637 1599 1634 1654 1674
Other 994 967 (101) (34) 258 16 (100) 0 Other 2096 15036 1,822 2,160 2,746 2,254 2,354 2,572
Operating Cash Flow 3,495 3,466 2,359 3,687 3221 2,857 3,404 3,823 Current liabilities 13457 23117 10,750 11,886 12,819 12,285 12672 13,195
Operaiing Capex (1564)  (1971) (1930) (1.925) (2005 (2099 (2108) (2141) Borrowings 1904 2753 3938 3289 3866 5220 5168 4855
Property Capex (585)  (418)  (486)  (594)  (543)  (216)  (403)  (417)  Lease labiles 12902 10521 10899 10343 10545 10776 10907 11,037
Div Paid (gross of DRP) (1199)  (1,154)  (1012) (1031) (1188) (1659) (1,087) (1.234) Oer 1177 1106 1582 1565 1436 1153 1184 1218
Free Cash Flow 147 () (1069) 137 (515)  (,M7)  (194) 31 Non current liabilities 15983 14380 16419 15197 15547 17458 17,258 17,010
Acquisiions (91)  (44)  (457)  (403)  (573)  (499) 0 0 Totalliabilities 20440 37497 27169 27,083 28366 20443 29929 30,305
Disposals 295 408 385 1,020 808 542 301 316 Net assets 9,032 1,739 6,104 6,565 5,570 5,408 5,806 6,273
Share Issues (102 (1) (2125 (110)  (44) 0 0 0 Share capial 6022 5258 5207 5406 5604 5649 5649 5649
Other 0 90 1869 (4) (336) 0 0 0 Reserves 391 (6989) (7400) (T567) (7609) (TA8T) (7487)  (7.487)
(Inc.) /dec. in net debt 249 0 (1,397) 640 (660)  (1,074) 107 347 Retained earnings 2,329 3,115 8,173 8,586 7413 7,166 7,564 8,031
Outside equity Interests 290 360 124 140 162 80 80 80
Siholders' funds 902 1739 6104 655 550 5408 5806 6273
EBITDA/sales (%) 8.3% 8.7% 8.3% 8.9% 8.8% 8.3% 8.6% 88%  NetDebt(Cash) 1,863 1,863 3,260 2,620 3,280 4,354 4,247 3,900
EBITA/sales (%) 4.7% 5.0% 4.4% 4.8% 4.7% 4.0% 4.3% 46% Group indebtedness 16,591 13879 15731 14,600 15424 16,764 16,808 16,611
ROE (%) 129%  1193% 130.0%  24.6% 1.9% 287%  266%  28.7%
ROIC (%) 228%  767%  287%  339%  364%  284%  304%  335%
Aseet Turn (years) 2.26 2.33 214 221 216 192 1.99 2.08
Capex/Depn (x) 079 095 08 075 072 070 069 068
EBIT Interest cover (x) 370 451 448 4.60 4.36 340 3.64 411
Indebtedness/EBITDA (x) 3.73 287 3N 2.56 257 2.90 2.74 2.53
Netdebtequiy (%) 206% 107.1%  534%  39.9%  58.9% 80.5% 73.1% 62.2%

Net debt(Net debt + Equity) (%) 171%  51.7%  348%  285%  37.1%  446%  422%  38.3%

SOURCE: BELL POTTER SECURITIES ESTIMATES
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Research Team

Staff Member Title/Sector Phone @Dbellpotter.com.au
Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
12 month view. For stocks regarded Rob Crookston Strategy 612 8224 2813 rcrookston
as ‘Speculative’ a return of >30% is Paul Basha Strategy 612 8224 2862 pbasha

expected.

Kion Sapountzis

Strategy — Associate Analyst

613 9235 1824

ksapountzis

Expect total return between - Analysts
5% and 15% on a 12 month view John Hester Healthcare 612 8224 2871 jhester
Martyn Jacobs Healthcare 613 9235 1683 mjacobs
Expect <-5% total return on a Thomas Wakim Healthcare 612 8224 2815 twakim
12 month view Michael Ardrey Industrials 613 9256 8782 mardrey
. . Leo Armati Industrials 612 8224 2846 larmati
S ISR = O S e Marcus Barnard Industrials 618 9326 7673 mbarnard
enterp-rises DL @A SR 0T Joseph House Industrials 613 9325 1624 jhouse
operations or recently commenced Baxter Kirk Industrials 613 9235 1625 bkirk
operations with only forecast cash flows, or Daniel Laing Industrials 612 8224 2886 dlaing
companies that have commenced Hayden Nicholson Industrials 613 9235 1757 hnicholson
operations or have been in operation for Chami Ratnapala Industrials 612 8224 2845 cratnapala
some time but have only forecast cash ) .
N J?nathan Snape Industr?als 613 9235 1601 jsnape
Ritesh Varma Industrials 613 9235 1658 rvarma
Such investments may carry an Connor Eldridge Real Estate 612 8224 2893 celdridge
exceptionally high level of capital risk and Andy MacFarlane Real Estate 612 8224 2843 amacfarlane
volatility of returns. Regan Burrows Resources 618 9236 7677 rburrows
David Coates Resources 612 8224 2887 dcoates
Stuart Howe Resources 613 9325 1856 showe
James Williamson Resources 613 9235 1692 jwilliamson
Associates
Brenton Anderson Associate Analyst 613 9235 1807 banderson
Andrew Ho Associate Analyst 613 9235 1953 aho
Evelyn Murdoch Associate Analyst 612 8224 2849 emurdoch

Research Coverage & Policies

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company
website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst's personal views about those securities and
were prepared in an independent manner and (2) no part of the Analyst's compensation was, is or will be, directly or indirectly, related to
specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation
Research Analyst’'s compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation

is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is
impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day
prior to the Date of the Research Report.

Availability

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on
the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the
Research Report will be completed and first disseminated shortly after that am time.

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as
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to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective

(e.g. market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and
legal and regulatory constraints.

Disclaimers

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report has been
prepared without consideration of any specific client’s financial situation, particular needs and investment objectives (‘relevant personal
circumstances’), a Bell Potter Securities Limited Broker (or the financial services licensee, or the representative of such licensee, who has
provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant personal
circumstances and consulted before any investment decision is made on the basis of this Research Report.

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this document and Bell Potter Securities Limited and its directors, employees and
consultants do not represent, warrant or guarantee expressly or impliedly, that the information contained in this Research Report is
complete or accurate.

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
term or short term investment horizons) that may lead to differing conclusions or recommendations that could impact the price of a security
contrary to the recommendations in the alternative Research Report, provided each is consistent with the rating system for each respective
Research Report.

Except in so far as liability under any statute cannot be excluded, Bell Potter Securities Limited and its directors, employees and
consultants do not accept any liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in the
document or for any resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of the
document or any other person.

In the USA and the UK this Research Report is only for institutional investors. It is not for release, publication or distribution in whole or in
part in the two specified countries. In Hong Kong this Research Report is being distributed by Bell Potter Securities (HK) Limited which is
licensed and regulated by the Securities and Futures Commission, Hong Kong. In the United States this Research Report is being
distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person receiving this
Research Report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter
Securities (US) LLC.

Bell Potter Securities Limited Bell Potter Securities (HK) Bell Potter Securities (US) LLC  Bell Potter Securities (UK) Limited
ABN 25 006 390 772 Limited Floor 39 16 Berkeley Street London, England
Level 29, 101 Collins Street Room 1601, 16/F 444 Madison Avenue, New York ~ W1J 8DZ, United Kingdom
Melbourne, Victoria, 3000 Prosperity Tower, 39 Queens NY 10022, U.S.A Telephone +44 7734 2929
Telephone +61 3 9256 8700 Road Central, Hong Kong, 0000 Telephone +1 917 819 1410

www.bellpotter.com.au Telephone +852 3750 8400
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