Rising food and energy prices are a global issue, but the UK also faces the major inflationary impact of a depreciating
currency. Against the US Dollar, the British Pound is getting close to its lowest level for 40 years.

Last month, UK shoppers cut spending by the most since the country was in a COVID lockdown in early 2021. The British
Retail Consortium reported that total retail spending is already down year-on-year.

And apart from a possible blip from the Jubilee, tighter household budgets will squeeze both non-essential and essential
spending this year. Tesco is seeing early indications of the impact of inflation on consumer spending patterns with a

greater-than-expected 1.5% vyoy decline in like-for-like UK sales, and kitchenware retailer ProCook reported increasingly
challenging market conditions.

Figure 1 shows the credit trends for broadline retailers in the UK compared with the EU, Global and US.

Figure 1:Credit Trend, UK, EU, Global and US Broadline Retailers;Jun-21 to May-22

-25%
-20%
=
Kz
T -15%
o
2
6 g
2 -10%
Q
(=2
S 5%
L
o
0%
+ 5%

T — = — — v — o~ ™~ ™~ o~
™~ ™~ o~ o™~ o~ o~ o~ o~ ™~ o™~ o~
= = (o} bt = [&] c O = ke
5 3 g @ o o @ @ o © B
= > » o = o = w = <

-8~ United Kingdom Broadline Retailers (CB)  -#- EU Broadline Retailers (CB)
»- Global Broadline Retailers (CB) - United States Broadline Retailers (CB)

May 22

UK and EU both show recent deterioration against a still-rising global trend. Imported inflation may be part of the issue -

until April this year, the Euro was even weaker than Sterling, but a newly hawkish stance from the ECB is likely to see the
gap close.
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UK Retail: Cost of Living Impact B Credit

As consumers across the UK and the EU focus on essentials and spend less time at home there has been a reduction in
white goods demand: for example AO, the electrical retailer, has cited a and its shares are
down more than 60% this year.

Figure 2 shows the AO credit trend, with the Credit Consensus Rating (CCR) recently downgraded from bb to bb-.

Figure 2:
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Figures 3-5 show credit trends for some other negatively impacted companies.

Figure 3: ,a ubiquitous presence in UK retail parks. The Wilko homeware range is cheap, but the UK DIY

boom seems to be over. Wilko is unlisted, and limited CRA information is available, but the CCR is bb- and shows a recent
deterioration.

bbb-
bb+
. bb a1 — o+ o
= bb- bb-  bb-
o
v
S bb-
b+
b
~ ~ ~ ~ ~ ~ ~N ~ ~ ~ N N
= oD o et = = = =] e - > =
= 2 & ¢ 2 &4 = & 2 2 32 2
-~ WILKO RETAIL LTD (CB) WILKO RETAIL LTD (Range)

creditbenchmark.com


http://www.creditbenchmark.com?utm_source=insights&utm_medium=pdf&utm_campaign=insights21June22&utm_content=cb logo
http://www.creditbenchmark.com?utm_source=insights&utm_medium=pdf&utm_campaign=insights15June22&utm_content=cb logo
http://www.creditbenchmark.com?utm_source=insights&utm_medium=pdf&utm_campaign=insights21June22&utm_content=cb logo
https://www.business-live.co.uk/retail-consumer/ao-close-german-business-because-24180585
https://www.ao-world.com/
https://www.wilko.com/

UK Retail: Cost of Living Impact B Credit

Figure 4: ,a dot-com survivor and online greetings card IPO success story in 2021; but carries high debt
and has seen its share price drop 40% this year.
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Figure 5:

, the lockdown lifeline, has seen its share price almost halve this year. The loss-making firm
has raised funds for expansion despite analyst concerns about the negative impact of inflation on the on-line business
model. The current CCR is bbb-, but the trend has been negative.
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Credit Benchmark Web App: Entity-Level Data Sample
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Credit Benchmark Web App: Data Screen Sample
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For more information, visit
Credit Benchmark data is available via our Web App, Excel www.creditbenchmark.com
add-in, API, flat-file download, and third-party channels or contact us:
including Bloomberg.

Email:
Contact us to learn more and get a free trial of our data. info@creditbenchmark.com

UK Office (London):
+44 (0)20 7099 4322

US Office (New York):
+1 646 661 3383
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