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Tesco and Sainsbury’s see half year sales grow despite difficult economy

Foreign markets drive Tesco’s sales growth
Sainsbury’s figures exceed expectations

Tesco remains The Share Centre’s sector pick

As retailers Tesco and Sainsbury’s report half year results Graham Spooner, investment

adviser at The Share Centre, explains what these means for investors.

“Retail giant Tesco released half year results as sales grew by 8.8%. Growth seeking investors
attracted by the company’s international earnings and potential for sustainable growth will be
pleased to hear the majority of the company’s growth came from foreign markets. Sales in Asia were
up by 11.9% with profits increasing by 18.7%. European sales also increased, up 7.8% and profits
rose to £237m —up 11.8%.

“The on-going economic pressures have impacted consumer spending and the UK market has
struggled the most. This was highlighted by like-for-like sales which fell by 0.5%. The retailer has

launched a price-discount campaign in an effort to increase these levels.

“Investors will be encouraged with performance in the US as sales rose by 32% and the loss was
significantly reduced. Tesco is on track to break even in the US by 2012/13. If successful this,
coupled with the ongoing international growth story and the expansion of its retail banking business,
should see long term shareholders benefit further from an opportunity of growth away from its core

UK operations.

“Tesco remains our preferred play in the sector largely due to its international arm. We recommend
investors ‘buy’ for the longer-term, however as there is an increasing chance the situation could

worsen for consumers we suggest not chasing the stock higher.”



Commenting on Sainsbury’s, Spooner added: “Sainsbury’s reported half year figures ahead of
expectations as like-for-like sales grew by 1.9%. This boost was fuelled by warmer weather and the
Royal Wedding, which helped offset the impact of consumers facing reduced disposable income.

However, the group remains cautious about the ongoing economic pressures.

“The company has upped the number of non food products and can now compete with the likes of
Tesco and Asda. Sainsbury’s is focusing on promoting its own brands offering quality at a lower

price. Back-to-school sales also helped accelerate growth increasing by 40%.

“The share price has been underperforming others in the sector so far this year, falling by around
30%. For a share that provides an essential product some may think this is an over-reaction and

there is a chance the retailer could hold its position in a difficult market.

“At current levels Sainsbury’s could be perceived as a safer haven over the coming months as the
troubled economic climate continues. Investors may be enticed by Sainsbury’s attractive yield of
5%. However, uncertainty for 2012 remains and the retailer is swimming against the tide, so we

continue to recommend investors ‘hold’ Sainsbury’s for now.”

—-Ends---

Note to editors:

The Share Centre is now on Facebook and Twitter.
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Risk Warnings:

Investing in general, and the products and services mentioned above may not be suitable for all: if in
doubt, individuals should seek independent financial advice. The value of investments and the
income from them can go down as well as up and investors may not get back their original
investment. Past performance is not a reliable indicator of future performance.

The bases and levels of taxation relating to ISAs, CTFs and SIPPs are subject to change and the
value of these tax allowances may depend upon the circumstances of the individual.

About The Share Centre:

The Share Centre was established in 1990 to provide value-for-money share services for private
investors. Its range of services includes buying and selling shares (by Internet, telephone and post)
and a comprehensive share administration and safe custody service. Tax-efficient investment
‘wrappers’ including ISAs, CTFs and SIPPs are also available.

The Share Centre’s Advice team provides comment on market sectors, individual shares and funds
on www.share.com. Access is available to customers and registered users of the site. Registration
is free. To understand how our Advice team arrive at their views please read our Investment
Research Policy. The Share Centre blog is also available at http://blog.share.com.

In addition, account customers can receive individual telephone advice on UK-listed shares and on
funds traded via the CoFunds trading platform.

The Share Centre Limited is a member of the London Stock Exchange and is authorised and
regulated by the Financial Services Authority under reference 146768.

Registered in England No. 2461949. Registered office: Oxford House, Oxford Road, Aylesbury,
Bucks. HP21 85Z.



