Retail Industry
Operating Benchmarks

Operational and market capitalization data for 234 retail
companies

1-Jan-2022

S

.I.....
X Y YN
LI

worldlocity




Version

VERSION NOTES

2021-1.1 Initial version, dated 04.01.21

Updated financial and market cap data for 06.25.21. Removed companies that
2021-2.1 merged or were taken private.

2021-3.1 Updated financial and market cap data for 11.30.21. Removed companies that
merged or were taken private.

2022-1.1 Updated financial and market cap data for 01.01.22. Added companies and removed those
that merged or were taken private.

Versioning convention: This document is versioned as follows: YYYY.N.n, where YYYY is the year, N is the major release number, and n is the minor release number. A major release includes one or more of the

following: the number of companies changes; reports and analyses change; financial and market cap information are updated, and a new date is attached to the report. A minor fixes errors, including data
errors, formatting errors, and inconsistencies.
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2022 Retail Industry Report: Key Takeaways

*  The Retail industry 3-year CAGR is 6.7% (overall dollars growth). The average company 3-year CAGR is 9.4% .

*  The average Retail company has gross margins of 32.1%, invests 21.2% of revenue in selling, general, and administrative expense, 6.3% in research and development, and
generates 4.7% operating margin, 7.9% EBITDA margin, 4.1% free cash flow, and -1.4% return on invested capital.

*  The Retail company average inventory turns is11.4. The medianis 5.5 . The difference between the average and the median indicates a few outliers raise the average. The median
is more in line with the industry operational structure.

*  The average Retail company has 28.4% PP&E, and 15.7% in goodwill and intangibles, all as a percentage of revenue. Goodwill and intangibles are a proxy for mergers and
acquisitions; based on this measure, Retail is among the lowest industries in mergers and acquisitions. While many industries exhibit characteristics of the “intangibles economy,”
Retail is still among those that are asset, labor, and material intensive.

*  Asexpected, Retail companies that lead in operating profit, net profit, cash flow, and return on investment (ROA, ROIC, economic profit) are also leaders in market cap multiple.

e Retail companies with higher inventory turns tend to have significantly lower market cap multiples than companies with lower inventory turns. This is an indication that inventory
turns is a poor indicator of company market performance. (Note: controlling for gross margin yields the same conclusion).

* Ingeneral, Retail companies with higher gross margins have significantly higher market cap multiples. Higher gross margins provide the latitude to invest more in sales, promotions,
and new initiatives, particularly e-commerce.

*  Historical analysis (using aggregate data and ratios) indicates the operational structure is essentially the same as it was a decade ago. This includes similar gross margins, operating
margins, asset intensity, inventory turns, and cash flows. This indicates the industry has a certain physical setpoint and that there are individual winners and losers around that
setpoint, but that the overall industry is not operationally performing better than it was a decade ago.

* Individual operational measures are poor statistical predictors of market cap multiple. Quartile analysis was performed to contrast the operational characteristics of market cap
multiple leaders with others.

*  Market cap multiple leaders have cap multiples that are 2.6X average and 16.3X laggards. Leaders have significantly higher gross margins, invest significantly more in R&D, and
generate significantly higher operating margins, cash flow, and return on investment (ROA, ROIC, and economic profit).

*  From a supply chain management perspective, data in this report supports the thesis that market leaders run their supply chains with more of a profit center mentality than a cost
center mentality, which has historically been the case. This further suggests supply chain management has evolved to a sophisticated multivariate decision science, rather than a
unidimensional cost management function.
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Data Set

Information on the companies and the data set used in

the analysis.




Data Set

J 4\ COMPANIES
.‘ { Thedata set includes 234 234
publicly-traded Retail companies.
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Aggregate revenue for companies in
the data setis $4.6 trillion for the 4 T
latest reporting fiscal year as of the o

date on the cover of this report.
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_: Q . MARKET CAPITALIZATION
: . : '
-_‘ l I i Aggregate market cap for companies 6 I I
K " inthe datasetis $6.1 trillion as of $ °
date on the cover of this report.

Notes:
1. Unless otherwise noted, all company financial data are based on trailing twelve months results as of the date on the cover of this report.
2. All market capitalizations are as of the date on the cover of this report.
3. M=million; B=billion; T=trillion.
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Data Set

Companies included in this report

111 Inc
1-800-Flowers.com Inc
ABC-Mart Inc
Abercrombie & Fitch Co
Academy Sports and Outd
Advance Auto Parts Inc
AEON Co Ltd

Albertsons Companies In
Alibaba Group Holding L
Alibaba Health Informat
Alimentation Couche-Tar
Amazon.com Inc
American Eagle Outfitte
Americanas SA

ARKO Corp

Best Buy Co Inc

Big Lots Inc

Bim Birlesik Magazalar
BJ's Wholesale Club Hol
Boohoo Group PLC
Burlington Stores Inc
Camping World Holdings
Canadian Tire Corp Ltd
CarMax Inc

Carrefour

Carter's Inc

Carvana Co

Casey's General Stores
Casino Guichard-Perrach
Ceconomy AG

Asbury Automotive Group Chewy Inc

ASOS PLC
AUTO1 Group
AutoCanada Inc
AutoNation Inc
AutoZone Inc

Chico's FAS Inc
Children's Place Inc

China MeiDong Auto Hold
China Yongda Automobile
China ZhengTong Auto Se

B&M European Value Reta Clicks Group Ltd

Barnes & Noble Educatio
Bath & Body Works Inc
Bed Bath & Beyond Inc

Cnova NV
Companbhia Brasileira De
Conn's Inc

ContextLogic Inc
Costco Wholesale Corp
Coupang Inc

CP All PCL

Currys PLC

Dairy Farm Internationa
Deliveroo PLC

Delivery Hero SE
Designer Brands Inc
Dick's Sporting Goods |
D'leteren Group
Dillard's Inc

Dingdong (Cayman) Ltd
Dino Polska SA
Distribuidora Internaci
Dollar General Corp
Dollar Tree Inc
Dollarama Inc

Dufry AG

Dunelm Group PLC
eBay Inc

Empire Co Ltd
Etablissementen Franz C
Etsy Inc

Eurocash SA

Express, Inc.

Farfetch Ltd

Fast Retailing Co Ltd
Fielmann AG

Fiskars Oyj

Five Below Inc

Floor & Decor Holdings
Foot Locker Inc

Foschini Group Ltd
Franchise Group Inc
Frasers Group PLC
GameStop Corp

Gap Inc

Genesco Inc

Genuine Parts Co
George Weston Ltd
Global Fashion Group SA
GOME Retail Holdings Lt
GrandVision NV

Grocery Outlet Holding
Group 1 Automotive Inc
Grupo Comercial Chedrau
Guess? Inc

Halfords Group PLC
Harvey Norman Holdings

Hibbett Inc

Lojas Renner SA

Home Product Center PCL Lookers PLC
HORNBACH Holding AG an Lowe's Companies Inc

Inchcape PLC

Industria De Diseno Tex
Ingles Markets Inc
Isetan Mitsukoshi Holdi
J Front Retailing Co Lt
JB Hi Fi Ltd

JD Sports Fashion PLC
JD.com Inc

JOANN Inc

Just Eat Takeaway.com N
KAR Auction Services In
Kesko Oyj

Kingfisher PLC

Kohl's Corp

Koninklijke Ahold Delha
Lands' End Inc

Lawson Inc

Lenta IPJSC

Leon's Furniture Ltd

Lianhua Supermarket Hol

Lithia Motors Inc
Loblaw Companies Ltd

Lululemon Athletica Inc
Macy's Inc
Magazine Luiza SA

Ocado Group PLC
Ollie's Bargain Outlet
O'Reilly Automotive Inc

Organizacion Soriana SA

Overstock.com Inc
Ozon Holdings PLC

Maisons du Monde France Pan Pacific Internation

MarineMax Inc

Marks & Spencer Group P
Massmart Holdings Ltd
MatsukiyoCocokara & Co
Meituan

Mercadolibre Inc

Metro Inc

MINISO Group Holding Lt
Mizuno Corp

Motorpoint Group PLC
Mr Price Group Ltd
Murphy USA Inc

National Vision Holding
Natural Grocers by Vita
Next PLC

Nihon Chouzai Co Ltd
Nitori Holdings Co Ltd
Nordstrom Inc

Copyright © 2022 Worldlocity, LLC

Party City Holdco Inc
Pendragon PLC

Sainsbury (J) PLC

Sally Beauty Holdings |
SAN-A CO Ltd

Sendas Distribuidora SA
Seven & i Holdings Co L
Shimamura Co Ltd
Shoprite Holdings Ltd
Shufersal Ltd

Siam Makro PCL

Penske Automotive Group SM Investments Corp

Petco Health and Wellne

Pick N Pay Stores Ltd
Pinduoduo Inc
Pricesmart Inc

PT Mitra Adiperkasa Tbhk

PT Sumber Alfaria Trija
Puregold Price Club Inc
Qurate Retail Inc

Raia Drogasil SA

RH

Rite Aid Corp
Robinsons Retail Holdin
Ross Stores Inc

Rush Enterprises Inc
Ryohin Keikaku Co Ltd

Sonic Automotive Inc

The ODP Corp

TJX Companies Inc
Topsports International
Tractor Supply Co
TravelCenters Of Americ
Tsuruha Holdings Inc
Ulta Beauty Inc

Urban Outfitters Inc
Valora Holding AG
Vertu Motors PLC

Via SA

Sportsman's Warehouse H Vibra Energia SA

Sprouts Farmers Market
Steinhoff International
Stitch Fix Inc

Sugi Holdings Co Ltd
Sun Art Retail Group Lt
Sundrug Co Ltd
Takashimaya Co Ltd
Target Corp

Tesco PLC

The Aarons Co Inc

The Home Depot Inc
The Kroger Co

The North West Co Inc

Victoria’s Secret & Co
Village Super Market In
Vipshop Holdings Ltd
Vroom Inc

Wal - Mart de Mexico SA
Walgreens Boots Allianc
Walmart Inc

Warehouse Group Ltd (Th

Wayfair Inc

Weis Markets Inc
Welcia Holdings Co Ltd
Wesfarmers Ltd
Williams-Sonoma Inc

Woolworths Group Ltd
Woolworths Holdings Ltd
Yamada Holdings Co Ltd
Yunji Inc

Z Holdings Corp

Zalando SE

Zhongsheng Group Holdin
zooplus AG

Zur Rose Group AG
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Data Set

Company distribution

BY ANNUAL REVENUE BY SUB-INDUSTRY

m >=$25B 6

$10B - $25B a 234
TOTAL s 108 TOTAL

COMPANIES oo csn COMPANIES

-y D

MEDIAN REVENUE=  $6,274M

234

Notes:

1. Unless otherwise noted, all company financial data are based on trailing twelve months results as of the date on the cover of this report.
2. All market capitalizations are as of the date on the cover of this report.

3. M=million; B=billion; T=trillion.
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m Specialty Retail
Grocery Stores
m Internet Retail
m Department Stores
m Apparel Retail
m Auto & Truck Dealerships
m Discount Stores
m Pharmaceutical Retailers

= Home Improvement Retail

GEOGRAPHIC REGION

GLOBAL MIX

OF

COMPANIES

= United States

Rest of World
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Data Set

Index of key variables included in this report

This report provides analysis of the following variables (and derivatives) for trailing twelve months (TTM) results and for the ten-year historical period.

REVENUE

GROWTH RATE

GROSS MARGIN

SELLING, GENERAL, AND ADMIN

RESEARCH & DEVELOPMENT

REVENUE PER EMPLOYEE

OPERATING PROFIT

NET PROFIT

FREE CASH FLOW

STOCK COMPENSATION

CASH

DEBT

NET CASH

EBITDA

EQUITY

CAPITAL EXPENDITURES (CAPEX)

PROPERTY, PLANT, AND EQUIPMENT (PP&E, NET)

GOODWILL

DEFERRED REVENUE

REMAINING PERFORMANCE OBLIGATIONS (RPOS)

Copyright © 2022 Worldlocity, LLC

INVENTORY

DAYS IN PAYABLES

DAYS IN RECEIVABLES

CASH-TO-CASH CYCLE

CAPITALIZATION TO REVENUE

CAPITALIZATION TO EBITDA

RETURN ON INVESTED CAPITAL

RETURN ON ASSETS

RETURN ON PHYSICAL ASSETS

ECONOMIC PROFIT
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Data Set

Three different analysis approaches in this analysis

APPROACH DESCRIPTION

Aggregate averages

Averages of percentages

Quartile analysis

Averages are computed by adding up all
numbers from all companies. For example,
the gross margin for the industry would be
the sum of all revenue for all companies
minus the sum of all COGS for all companies
(divided by the sum of all revenue for all
companies).

Averages are computed by taking the
averages of all percentages for all the
companies. For example, the average gross
margin % is the sum of all gross margin %s
for all companies divided by the number of
companies.

The market cap multiples of all companies
are divided into quartiles. The operating
characteristics of the top quartile companies
are compared to the others. Likewise,
measures for each company are divided into
quartiles and the average market cap
multiple within each quartile is shown.

EXAMPLE

Average Gross Margin % =
(sum of all revenues minus sum of all COGS)
/ sum of all revenues

Average Gross Margin % =
(sum of all gross margin %s) / (number of
companies)

1) Isolate each quartile of market cap
multiples; compare gross margin of
leaders to others.

2) lIsolate each quartile of gross margin;
display average market cap multiple
within each gross margin quartile.

Copyright © 2022 Worldlocity, LLC

GOOD FOR

Overall industry structure and
operations; smooths outliers.

Comparison across companies.

Understanding characteristics
of leaders.
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Overall Market

Summary of the market using the companies in this

report as a proxy for the overall Retail market. Charts in
this section use the “aggregate averages” approach.




Overall Market

YOY growth rates, 2011-2021

20.0% YOY Market Growth Rate (based on aggregate revenue) NOTES & INSIGHTS
* Retail market CAGR for the past
15.0% decade was 5.4%, which is higher
than the global current dollar
10.0% World GDP GDP growth rate (2.8%).
Retail Companies * Retail market CAGR is based on

the companies in the data set,
which is a global data set. CAGR

5.0%
/ US GDP for these companies (5.4%) is
o consistent with BEA Retail output
0.0% CAGR (6.2%)
* Growth rates in the early part of
5 o0% the decade were higher, probably
due to the rebound from the
great recession of 2009-2010.
-10.0% 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2011-2021 CAGR
e Ret ail Companies 9.9% 5.5% 4.1% 7.4% 6.1% 1.8% 0.7% 3.4% 5.1% 5.9% 9.0% 5.4%
BEA Retail Output 17.1% 4.1% 3.6% 5.4% 3.5% 4.1% 6.1% 4.8% 5.5% 5.1% 2.8% 6.2%
e==\\/orld GDP (current$) 5.9% -3.6% 1.5% 6.3% 6.5% 1.5% -5.3% 2.8% 2.9% 2.3% 11.1% 2.8%
e S GDP (current $) 6.0% -2.3% 4.1% 5.4% 4.3% 2.7% 4.0% 4.4% 3.6% 4.2% 3.7% 3.6%

Notes:
1. “Retail Companies” represents all companies in the data set for which there are year-over-year revenue numbers. The number of companies varies from year-to-year based on companies going public and some companies merging or being taken private

as the decade progresses.

2. “BEA Retail Output” growth is calculated from the US Bureau of Economic Analysis (https://apps.bea.gov/iTable/iTable.cfm?reqid=150&step=2&isuri=1&categories=gdpxind), GDP by Industry. Retail output as defined here is based on output of the
following sub-industries: Motor vehicle and parts dealer; Food and beverage stores; General merchandise stores; Other retail. BEA updates its past numbers periodically, so past reports may not reflect the same past BEA numbers.

3. World GDP and US GDP numbers are sourced from The World Bank (data.worldbank.org)

4. World GDP and US GDP growth rates are based on current dollars. This means they have not been adjusted for inflation. Current numbers are used to ensure apples-to-apples comparisons with Retail market growth rates. Note that GDP growth rates are
typically reported in constant dollars pegged to a certain year in order to account for the effect of price inflation. Thus, GDP growth rates commonly reported in media are typically lower than those shown here.

Copyright © 2022 Worldlocity, LLC i 12



https://apps.bea.gov/iTable/iTable.cfm?reqid=150&step=2&isuri=1&categories=gdpxind

Analysis Summary
Operational ratios based on aggregate data, TTM?
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1. All revenue and cost numbers are aggregate values for all companies for the trailing twelve months (TTM) as of the date on the cover of this report.
3. Market capitalization ratio is aggregate market capitalization for all companies as of the date on the cover of this report divided by total revenue for all companies on TTM basis.

Notes:
2. Growthrate is based on total dollars growth of the industry over the past four years.
Copyright © 2022 Worldlocity, LLC




Overall Market

Historical key metrics based on aggregate data, 2011-Current

NOTES & INSIGHTS

METRIC ™ 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 AVG11-21 « This chart shows the
" Growth Rate (3YRCAGR) 6.9% 6.7% 5.7% 4.9% 4.1% 3.0% 2.7% 3.6% 5.7% 5.1% 5.9% 9.0% 5.1% operational structure of the
Z Gross Margin 26.9% 265%. 26.6%| 26.8%| 26.7%| 26.8%| 26.4%  25.6%| 25.4%  25.5%| 25.8% 25.8%! 26.2% 25.6% 23.4% industry today and for the
E ISG&A % of Revenue 17.6%; 17.9%i 17.7%| 17.6%| 17.4%| 17.6%  16.8% 16.4%| 15.8% 15.3%| 15.3% 15.5%  16.7% 16.4%| 17.2% past decade.
E R&D % of Revenue 5.1% 5.4% 5.6% 6.2% 5.8% 5.6% 6.3% 6.3% 5.3% 6.1% 8.5% 7.4% 6.2% 5.6% 9.6% o These dataindicate that the
& Inventory Turns (COGS/Inv) 7.3 7.9 7.7 7.2 7.3 7.1 7.1 7.3 7.4 7.6 7.6 7.6 7.4 7.8 6.6 operational structure of the
Days in Inventory 49.8 46.1 47.6 50.5 49.9 51.4 51.5 49.8 49.6 47.9 47.8 48.0 49.1 46.9 55.3 industry has remained
Operating Income 5.6% 4.8% 4.9% 4.9% 5.1% 5.3% 5.5% 5.2% 5.5% 5.7% 5.7% 5.9% 5.3% 6.0% 6.5% re|ative|y constant for the
= Net Profit 4.2% 3.7% 3.4% 3.0% 2.7% 2.9% 3.5% 2.7% 3.2% 3.4% 3.3% 3.4% 3.2% 3.1% 2.6% past decade.
Q (EBITDA 8.7% 9.1% 8.7% 8.0% 7.4% 7.8% 8.0% 7.5% 7.8% 7.9% 8.0% 8.0% 8.0% 7.7% 8.2% « This indicates that industry
= Operating Cash Flow 7.4% 8.4% 8.4% 7.1% 6.7% 6.6% 6.3% 6.1% 5.8% 5.4% 5.9% 5.5% 6.6% 6.3% 4.7% operates around a certain
g FCF % of Revenue 4.1% 5.0% 5.1% 4.2% 3.8% 3.7% 3.5% 3.2% 2.9% 2.5% 2.7% 2.5% 3.6% 3.5% 0.5% “setpoint” driven by physics
o3 | CAPEX % of Revenue 3.3% 3.4% 3.3% 3.0% 2.9% 2.8% 2.8% 2.9% 2.9% 3.0% 3.2% 2.9% 3.0% 2.8% 4.2% and physical characteristics.
E Stock Compensation 0.8% 1.0% 0.9% 0.8% 0.7% 0.6% 0.6% 0.5% 0.4% 0.3% 0.3% 0.3% 0.6% 0.3% 0.0% * That said, individual
€ 'Days in Receivables 12.6 12.6 12.7 12.9 12.8 13.1 12.6 12.2 12.4 11.9 12.1 12.9 12.6 12.4 14.1 companies deviate
 [Days in Payables 60.4 56.7 57.3 55.8 54.9 55.1 52.6 49.7 49.6 49.6 50.0 51.7 53.0 50.3 39.4 significantly from the overall
Cash-to-Cash Cycle (Days) 2.0 2.0 3.0 7.6 7.8 9.4 11.4 12.2 12.4 10.2 2.8 9.2 8.7 9.1 30.0 structural setpoint, resulting
, |Property, Plant, Equipment % 26.3% 27.5%: 28.6%| 23.3%| 21.3%| 21.0%| 20.9% = 20.6%| 21.4%  21.5%| 22.2% 22.3%| 22.8% 233%  22.7% in significantly different
io {Cash % of Revenue 11.4%; 12.4%: 10.8% 7.9% 7.8% 7.2% 7.1% 6.6% 6.5% 6.3% 6.4% 6.1% 7.7% 6.6% 2.8% company-level operational
2 Debt % of Revenue 23.2% 24.1%: 253%| 19.6%| 16.6%| 16.0%| 15.7% 14.7%| 14.4%  13.5%| 13.3% = 12.7% 16.9% 12.6%  14.2% results (next section).
Goodwill and Intangibles % of 10.4%! 10.2%: 10.7%| 11.1%| 10.7%| 10.9% 11.0%  10.3% 8.9% 8.4% 8.0% 8.3% 9.9% 8.0% 6.9% * The final three years of
ROA 5.8% 4.9% 4.6% 4.6% 4.2% 4.7% 5.8% 4.7% 5.5% 5.9% 5.8% 6.1% 5.2% 5.4% 5.1% CAGR are one-year growth
5 [ROIC 9.3% 7.9% 7.3% 7.7% 7.3% 8.3% 9.7% 7.9% 9.2% 9.9% 9.6%| 10.0% 8.6% 9.0% 8.2% rates (due to lack of data).
Return on Physical Assets 15.3%: 13.1%: 12.9%| 14.8%| 16.2%| 16.8% 17.6%  16.8%| 17.4%  18.2%| 18.0%; 18.3%  16.4% 18.3% 19.3% * Historical numbers beyond
Economic Profit % of Revenue 1.9% 1.2% 1.4% 1.6% 1.8% 1.6% 1.9% 1.7% 1.8% 0.0% 2.0% 2.3% 1.6% 2.0% 7.1% ten years have fewer
o | Market Cap / Revenue 1.3 1.4 1.5 1.6 1.2 1.0 1.1 0.9 0.9 0.9 0.8 0.7 1.1 0.7 1.3 companies and need further
C | Market Cap / EBITDA 15.3 15.3 17.4 19.8 15.3 11.9 12.3 10.3 9.9 9.5 8.3 7.1 12.5 6.8 13.1 analysis for apples-to-apples

Copyright © 2022 Worldlocity, LLC
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Analysis Summary

Charts that summarize key variables in the report.

Charts in this section use the “averages of percentages”
approach. In other words, it shows the averages of all
percentages for all companies. (These numbers will
differ from industry structural numbers in the previous
section)




Analysis Summary

Average and median for different variables, TTM

The table below contains the average and median values for the 234 companies investigated. This shows that the average
Retail company operates with a gross margin of 32.1% , spends 21.2% of revenue on SG&A, 6.3% on R&D, and has
inventory turns of 11.4 , operating income of 4.7% , net income of 2.4%, free cash flow of 4.1% , and return on invested

capital of -1.4%.

REVENUE (TTM) PROFIT AND CASH
. ‘- i " Free Cash

Flow

Annual Revenue

Average  $19518 9.4% 32.1%| 21.2% 6.3% 114 4.7% 2.4% 4.1% -1.4%
Median <6274 3.2% 31.2% 20.4% 6.4% 55 53% 3.3% 4.1% 10.3%

Notes:
1. TTM = trailing twelve months. All revenue and cost numbers are based on trailing twelve months results as of the date on the cover of this report. This report provides the averages of the percentages of all companies, including outliers.

2. Growthrate is based on the past four years of financial results
3. All percentage numbers are a percentage of revenue. Average is the average of all the percentages for each of the companies.

Copyright © 2022 Worldlocity, LLC
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Analysis Summary

Average values by revenue quartile, TTM?

Market cap multiples for smaller companies are larger than larger companies. Gross margins are also higher, but operating income, net
income and ROIC are significantly lower.

All numbers are averages within each quartile

| REVENUE (TTM) | MKT CAP | | OPERATIONS | PROFIT AND CASH

. 3-Year  MktCap/ Inventory = Operating ~ Free Cash |

CAGR  Revenue in | . R&D |  Income  Flow

Quartile 459 $61,995  8.3% 12| 27.1%| 17.3%  6.9% 12.7 58%  43%  52% 13.7%

Quartile 358 $9,313 5.9% 1.0 30.8% 183% 11.2% 10.9 6.3% 4.7% 5.5% 14.2%
Quartile 2. 58 $4,371, 14.6% 1.5/ 32.2% 22.8% 5.2% 14.1 5.0% 2.4% 3.6% 6.4%
Quartile 1,59 $1,963 8.9% 1.4, 38.3% 25.9% 5.6% 7.9 1.7% -1.9% 2.3%; -39.2%

REVENUE QUARTILES ($M)

Quartile 4 >=5$14,161

Quartile 3 >=$6,274 , < $14,161
Quartile 2 >=$2,716 , < $6,274
Quartile 1 < $2,716

Notes:
1. TTM = trailing twelve months. All revenue and cost numbers are based on trailing twelve months results as of the date on the cover of this report. This report provides the averages of the percentages of all companies, including outliers.

2. Growthrate is based on the past four years of financial results
3. All percentage numbers are a percentage of revenue. Average is the average of all the percentages for each of the companies.

Copyright © 2022 Worldlocity, LLC orldlocity | 17




Analysis Summary

Average numbers for the entire data set, TTM?

/ . 3.VEAR CAGR ", GROSS MARGIN /\f 5 MARKET CAP I @\ NET PROFIT
¥ Byl 3 ey B - S B N e e
Al a0 M 321% Y 13X v 2.4%

“‘.---..
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* .

a (__,a. SG&A i.-"’Qé"f.NVENTORY TURNS . C2C (DAYS) °
T 212% %0 114 = 30.7

R&D

6.3%

S e PP&E SANY CAPEX 7 $ “FREECASHFLOW / —_ ™  ROIC
5l e (33 N N ot .

28.4% 2.9% 33 41% -7 -1.4%

1. All revenue and cost numbers are based on trailing twelve months (TTM) results as of the date on the cover of this report for all companies in the data set.
2. All ratios shown here are averages of the ratios of each company.
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Analysis Summary

Average numbers for the top-quartile market cap* multiple leaders
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s:
1. All revenue and cost numbers are based on trailing twelve months (TTM) results as of the date on the cover of this report for all companiesin the top quartile of market cap multiple performance.
2. All ratios shown here are averages of the ratios of each company.
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Analysis Summary

Key metric benchmarks and relationship to market cap multiple

Average metric value within the quartile and
corresponding average market cap within the quartile

[
n=234 INDUSTRY BENCHMARKS MARKET CAP MULTIPLE
METRIC Q4 AVG | MEDIAN| Q1 AVG Q4 AVG Q1 AVG

% 3-Year CAGR e e mie Ze o _ Gross margin is important to market performance, indicating
> Gross Margin product superiority and pricing power are paramount.
g SG&A
a
= R&D
= Operating Margin ER -5.8% 1.3 - All forms of profitability have the highest correlation with
S ; market performance.
S EBITDA Margin [EEED 9 P
a
2.2 1.1
- 14
2 |22l o9
1.3 1.5
1.9 1.1 - All forms of ROI are strong indicators of market performance,
5 ROA % of Revenue at about the same level as profitability.
e ROPA % of Revenue [JIEERCA IIEERZ] EZET 1.8
onomic Profit % of Revenue
Inventory Turns 31.0 55 13 1.4 - Inven'Fory tUI.’I’\S and cash-to-cash (days) correlate little or
negatively with market performance
Q Payables (days) 150.2 66.4 1.4 1.3
o Receivables (days) 147.0 10.9 1.6 1.3
Cash-to-Cash (days) 68.7 26.1 1.2 1.4

Notes:

1. All metric numbers are based on trailing twelve months (TTM) results as of the date on the cover of this report. Market capitalization numbers are as of the date on the cover of this report.
2. This chart uses the averages and medians of the percentages of each company within a quartile and across the entire data set. Q4=top quartile; Q1=bottom quartile.

3. Source of all data is Calcbench and YCharts and Worldlocity analysis.
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Analysis Summary

Market cap multiple quartile comparison

This chart compares the operating characteristics of each market cap multiple quartile in order to glean insights into what cap leaders do
differently. It summarizes the difference between the top and bottom quartiles in order to draw contrasts.

VARIABLE

DATA SET

AVG

QUARTILE (AvGs WITHIN EACH CAP QUARTILE))

TOP (Q4)

DIFFERENCE

Market Cap Multiple 1.3 3.3 1.0 0.5 0.2 16.3X
1-Year Growth 9.4% 21.4% 14.0% 1.9% 0.2% 21.2 pps
Gross Margin 32.1% 39.9% 34.9% 31.4% 22.2% 17.6 pps

SG&A 21.2% 26.8% 23.5% 18.5% 15.8% 10.9 pps

R&D 6.3% 9.6% 6.7% 4.1% 4.4% 5.2 pps

Operating Profit 4.7% 7.5% 3.6% 5.8% 1.8% 5.7 pps
Net Profit 2.4% 5.6% 0.7% 3.7% -0.6% 6.2 pps

Inventory Turns 11.4 12.5 16.1 7.2 9.8 2.7 Turns
C2C Cycle (days) 30.7 20.5 35.9 36.8 29.8 -9.3 Days
Net Cashi -17.6% -8.0% -22.2% -16.6% -23.8% 15.8 pps

CAPEX 2.9% 4.6% 2.8% 2.4% 1.9% 2.7 pps

Free Cash Flow 4.1% 6.1% 3.7% 4.8% 1.9% 4.2 pps
ROIC -1.4% -24.2% 5.8% 13.8% -0.5% -23.6 pps

Return on Physical Assets 9.3% 4.7% 10.6% 15.5% 6.4% -1.7 pps
Economic Profit 0.2% 1.0% -1.4% 2.0% -0.8% 1.8 pps

Copyright © 2022 Worldlocity, LLC

NOTES & INSIGHTS

Leaders have market cap multiples that are 2.6X
average, and 16.3X laggards.

Leaders have significantly higher gross margins and
investments in R&D. This is perhaps a chicken-and-
egg question: does the higher investment in R&D
result in a higher gross margin product, or does the
higher gross margin product allow for a higher
investment in R&D? It is likely a symbiotic and self-
reinforcing relationship.

Leaders excel in all forms of profitability, cash flow,
and return on investment.

Paradoxically, cap leaders do not lead in inventory
turns. Cap laggards are more likely to lead in
inventory turns than cap leaders. This is likely
because cap leaders are managing their supply
chains as profit centers and cap laggards are solely
focused on cost.

All financial numbers are for the trailing twelve
months as of the date on the cover of this report. All
market cap numbers are as of the date on the cover
of this report.
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Additional supporting material and notes.




Notes and Definitions

Hw

10.
11.
12.
13.
14.
15.

16.
17.
18.
19.
20.
21.
22.

23.

Primary data sources for the analysis are YCharts and Calcbench.
Companies included in this analysis are filtered based on available financial, operational, and market cap data. Some significant companies such as Samsung and LG have been excluded because
of lack of market capitalization data from the primary data sources.
Free cash flow = operating cash flow minus CAPEX.
ROA = return on assets = net income divided by total assets.
ROIC = return on invested capital = net income divided by (total debt plus equity).
1. Note: the formal definition of ROIC uses NOPAT in the numerator. Furthermore, some companies may employ their own specific definition. The results here will be close to the formal
definition, but generally slightly less.
ROCE = return on capital employed = EBIT divided by capital employed. Capital employed = total assets minus total current liabilities.
ROPA = return on physical assets = operating profit divided by (PP&E (net) plus inventory).
Economic profit = net operating profit after taxes (NOPAT) minus weighted average cost of capital (WACC) times capital invested. Capital invested = Equity plus the non-current portion of debt.
WACC is industry-specific, as publicly reported by Aswath Damodaran, NYU Stern Business School.
Inventory turns = COGS (end of period) divided by inventory (end of period).
C2C = cash-to-cash in days = days in receivables plus days in inventory minus days in payables.
Unless otherwise noted, all data are based on the most recent fiscal year (MRY) for each company, as reported in the SEC EDGAR database as of the date on the cover of this report.
Historical data is for fiscal years 2010-2020 for all companies. The number of companies grows for each year in the historical analysis, as more companies became public across the decade.
In the case of companies formed from mergers, the oldest company is used to designate the resultant company founding year.
3-Year CAGR is based on the past four years of annual financial data.
Market capitalization is based on the stock prices as of the date on the cover of this report for each company. Market cap to revenue ratios are market capitalization divided by trailing twelve
months (TTM) revenue through the most recently reported fiscal quarter as of the date on the cover of this report.
EBITDA is calculated as operating income plus depreciation and amortization.
Adjusted EBITDA = EBITDA minus stock compensation
Cash = cash, cash equivalents, and marketable securities.
Total debt includes short-term debt, the current portion of long-term debt, long-term debt, borrowings under credit facility, capital lease obligations, convertible notes, and deferred rent.
CAPEX = gross CAPEX, in other words it does not net out the sale of assets.
Enterprise value (EV) = market cap plus total debt minus cash.
Most companies allocate depreciation and amortization costs to individual cost buckets, including cost of revenue, SG&A, and R&D. Some subset of companies explicitly show depreciation and
amortization costs on the income statement after the other cost buckets. No attempt was made to reallocate these costs for this subset of companies. This has the effect of understating COGS,
SG&A, and R&D for those companies.
Individual company YOY numbers may be distorted due to mergers and acquisitions. No attempt has been made to normalize for mergers, acquisitions, and divestitures.
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Notes and Definitions

24. Aggregate inventory turns is calculated as follows: sum of all COGS for all companies in an industry divided by sum of all inventories for all companies in an industry. In a certain small number of
cases, companies do not have an inventory entry on their balance sheets. In this case, to maintain consistency across calculations, inventory is assumed to be zero for those companies. This is
most prevalent in service-oriented industries such as transportation and wholesale distribution, where certain companies own zero inventory. This may have the effect of slightly overstating

aggregate inventory turns versus if the calculation were only done for those companies that carry inventory. (Note: in goods-producing industries, companies without COGS or without
inventories have been filtered out of the analysis).
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