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Death of the traditional retailer or

just poor operators?

- Matt Connor

The last decade or so has seen traditional retail undergo a
structural change. Rapid growth of e-commerce, everchanging
consumer habits and increasing competition have all been
cited as culprits responsible for the ‘death of the high street,
but the real culprit is bad management.

The onslaught of the pandemic last year witnessed the highest
number of store closures in the UK since the global financial
crisis?, taking down household names such as Debenhams
and Topshop’s parent company Arcadia Group in its wake.
The pandemic isn’'t wholly to blame for the failure of these
businesses though, it was more of an accelerant, bringing
forward the eventual demise of these badly run businesses.

Debenhams, for example, had already entered a pre-pack
administration in 2019 and had been teetering on the edge
on insolvency for a while prior to that, shedding its store
estate and recording its largest loss in its 240-year history
in 20182.Philip Green’s Arcadia group suffered a similar fate
to Debenhams, with the pandemic being the final nail in the
coffin. Despite an ill-fated attempt to save the group with a
CVA, Arcadia entered administration 8 months after the start
of the pandemic, struck by the questionable management
practices of Philip Green that BHS suffered a few years prior.

Itisnotalldoom and gloom in the world of traditional retailers.
Two of our holdings, Marks and Spencer and Halfords have
proved that age is just a number, and it is possible to adapt
to the modern age, despite being formed in the 19th Century.
Halfords has undergone a massive transformation over the last
few years. It’s overhauled its website, expanded its services
business and most recently pivoted into the Software-as-
a-Service (SaaS) market, by launching its Avayler delivery
platform with ATD in the US, ATD will use the software to
schedule work and delivery of tires across 80,000 garages in
the US. The market has seemed to recognise these positive
changes, with the Halford’s share price rising almost 30% in
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2021 so far®, combined with a full year profit upgrade and
strong performance in the first half of Halford’s financial year®.

The turnaround of M&S has been long and arduous and one
that has been tough to endure as shareholders since 2014.
Action on shrinking its massive store estate, getting the online
proposition right and entering into a joint venture with Ocado
in 2019 have all helped to change M&S’ fortunes, whilst some
rivals such as Debenhams and John Lewis have faltered.
Exceptional interim results last month accompanied by a 40%
profit upgrade on already increased guidance saw the share
price soar, contributing to the 75% increase since the start of
the year®. Despite the astronomical rise, we still see a lot of
potential in M&S, with a simple ‘sum-of-the-parts’ valuation
revealing 75% upside to the current share price of 240p5.

The market has failed to recognise value elsewhere in our
portfolios, such as Ediston Property Investment Company,
which specialises in retail parks and still trades on a discount
to NAV despite strong performance across their portfolio.
Their last quarter witnessed a 99.9% rent collection rate and
NAV total return of over 4%. Footfall at retail parks remained
resilient through the pandemic, with essential retailers as
anchor tenants and the format enabling social distancing, as
well as lending itself well to omni-channel retailing such as
‘click and collect’.

As contrarian investors, unloved sectors provide us with a
great opportunity to uncover undervalued investments that
have been tainted by a negative view of a sector. Employing a
bottom-up approach to investing allows us to discover quality,
underappreciated investments at unjustifiable valuations

* House of Commons Briefing Paper - Retail Sector in the UK, 25 May 2021

2 The Times - Debenhams posts biggest loss in its 240-year history, 25 October 2018
3 Bloomberg

4 Halfords Group plc - Interim Results FY 2022, 10 November 2021

® Sum of the parts valuation - 18 November 2021 Momentum Global Investment Management Ltd
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The Marketplace

— Brent crude fell -3.9% over the week to $69.9 a barrel
- Gold fell -1.1% to $1783.3 per ounce.

- Global equities fell -1.4% last week
- Calls for fresh restrictions mounted across a range of

countries, particularly around international travel

Market Focus

us

- US equities fell -1.2% last week

- ADP’s report of private payrolls for November came in at
around expectations with a +534k gain vs +526k expected

- Weekly initial jobless claims for the week ending November
26th came in at a stronger-than-expected 222k vs 240k
expected

- Despite the headline nonfarm payrolls missing the mark at
+210k vs expectations of +550k, the underlying data painted
a healthy labour market picture, with the unemployment
rate declining to 4.2% and participation increasing to 61.8%

- US pending home sales were up +7.5% in October vs +1.0%
expected

- The Conference Board’s consumer confidence measure in
November fell to its lowest since February at 109.5 vs 110.9
expected

- The ISM manufacturing reading for November saw the
headline number come in roughly as expected at 61.1

- The ISM services index set another record high at 69.1 for
November.

Asia/Rest of The World

- The benchmark Global Emerging Markets index returned
0.2% last week

- Japanese equities fell -1.3% over the week

- Chinese equities fell -2.9% last week

- China’s official November PMI data came in stronger
than expected, with the manufacturing PMI at 50.1 vs
49.7 expected and 49.2 in the previous month. The non-
manufacturing PMI came in at 52.3 vs 51.5 expected and
52.4 in the prior month

- Poland moved to toughen up their domestic restrictions
with a 50% capacity limit on restaurants, hotels, gyms and
cinemas

- South Korea reported that CPlin November rose to its
fastest since December 2011, at +3.7% vs expectations of
+3.1%

Europe

- European equities returned -0.4% last week

- Euro Area inflation rose to its highest level since the
creation of the single currency, with the flash estimate for
November up to +4.9% vs +4.5% expected.

- November CPI readings from France and Italy surprised
to the upside at +3.4% and +4.0%, respectively vs
expectations of +3.2% and +3.3%

- Germany reported that inflation had risen to +6.0% in
November on the EU-harmonised measure up from +4.6%
in October. The German national measure also rose to
+5.2% vs +5.0% expected, its highest reading since 1992

- The unemployment rate for the Euro Area fell to a
post-pandemic low of 7.3% in October, in line with
expectations. However, producer price inflation increased
faster than anticipated to +21.9% vs +19.0% expected

- German unemployment fell by -34k in November vs -25k
expected

- The Euro Area manufacturing PMIs came in at 58.4 vs 58.6
flash reading

- The European Commission’s economic sentiment
indicator for the Euro Area dipped to 117.5 in November
as expected, its weakest level in 6 months.

UK

- UK equities rose 1.4% last week

- The UK manufacturing PMI came in at 58.1 vs the flash
reading of 58.2

- Mortgage approvals fell to 67.2k in October vs
expectations of 70k, their lowest level since June 2020.

Past performance is not indicative of future returns. Source: Bloomberg. Returns in local currency unless otherwise stated. ICV2.0 | 2
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Currency returns

Asset Class/Region Currency Week ending Month

3 Dec. 2021 to date YTD 2021 12 months

Developed Market Equities

United States UsD -1.2% -2.5% 22.0% 25.0%
United Kingdom GBP 1.4% 0.4% 15.3% 14.6%
Continental Europe EUR -0.4% -1.0% 18.0% 20.6%
Japan JPY -1.3% 0.5% 10.7% 12.6%
Asia Pacific (ex Japan) usb -0.8% -0.2% -4.1% -0.1%
Australia AUD -0.5% 0.0% 13.9% 13.6%
Global usbD -1.4% -2.2% 16.3% 19.4%

Emerging markets equities

Emerging Europe usb 4.5% 2.0% 15.6% 22.2%
Emerging Asia usD -0.3% 0.1% -5.6% -1.3%
Emerging Latin America usbD 2.1% 1.9% -11.3% -1.4%
BRICs usb -1.2% -1.0% -10.6% -1.7%
China usb -2.9% -2.4% -20.2% -18.8%
MENA countries usb -2.8% 0.6% 25.7% 26.6%
South Africa UsD 7.1% 4.7% 0.8% 5.4%
India USsD 0.6% 0.7% 20.8% 30.0%
Global emerging markets UsD 0.2% 0.5% -3.3% 0.9%
US Treasuries usD 0.7% 1.0% -1.5% -1.2%
US Treasuries (inflation protected) Usb 0.0% 0.4% 5.9% 7.0%
US Corporate (investment grade) usb 0.9% 1.0% -0.4% 0.2%
US High Yield UsD 0.6% 0.3% 3.7% 5.1%
UK Gilts GBP 0.6% 0.9% -2.4% -0.3%
UK Corporate (investment grade) GBP 0.4% 0.7% -1.7% 0.1%
Euro Government Bonds EUR 0.4% 0.5% -1.7% -1.5%
Euro Corporate (investment grade) EUR 0.5% 0.5% -0.5% -0.3%
Euro High Yield EUR 0.3% 0.3% 2.9% 3.3%
Japanese Government JPY 0.2% 0.2% 0.1% 0.0%
Australian Government AUD 0.7% 0.6% -3.1% -2.7%
Global Government Bonds UsD 0.4% 0.7% -5.5% -4.7%
Global Bonds UsD 0.3% 0.7% -4.8% -4.1%
Global Convertible Bonds usb -2.1% -2.0% -4.6% -1.5%
Emerging Market Bonds usb 1.8% 1.8% -4.8% -3.2%

Source: Bloomberg. Past performance is not indicative of future returns
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Currency returns

Asset Class/Region Currency Vgesgsggiznlg tMo%';ttZ 1D 2021 12 months

Property

US Property Securities usD -0.3% -1.3% 31.4% 33.2%
Australian Property Securities AUD -1.8% -0.3% 15.8% 14.2%
Asia Property Securities usb -1.8% -0.4% -2.3% -3.8%
Global Property Securities Usb -3.3% -0.9% 16.5% 18.4%
Euro usb 0.1% 0.4% -1.5% -6.9%
UK Pound Sterling usb -0.7% -0.5% -3.0% -1.8%
Japanese Yen usb 0.3% 0.8% -8.4% -71.9%
Australian Dollar UsD -1.7% -1.7% -8.9% -5.9%
South African Rand UsD 0.8% 0.2% -9.0% -5.8%
Swiss Franc uUsh 0.5% 0.7% -3.6% -2.9%
Chinese Yuan uUsb 0.3% 0.2% 2.4% 2.6%

Commodities & Alternatives

Commodities usD -3.0% -2.8% 32.7% 40.2%
Agricultural Commodities usD -1.7% -0.7% 30.8% 40.7%
Oil usb -3.9% -4.8% 34.9% 43.5%
Gold usb -1.1% -0.1% -5.9% -3.0%
Hedge funds usD -0.3% -0.4% 3.3% 5.2%

Source: Bloomberg. Past performance is not indicative of future returns

ICV2.0 | 4



—Z

IMPERIUMCAPITAL

momentum

Global Matters Weekly 6 December 2021

Important notes

This document is for information purposes only and does
not constitute any investment advice. This document is only
intended for use by Imperium Capital and their clients. This
does not constitute an offer or solicitation to any person in
any jurisdiction in which it is not authorised or permitted, or to
anyone who would be an unlawful recipient.

Prospective investors should take appropriate advice regarding
applicable legal, taxation and exchange control regulations in
countries of their citizenship, residence or domicile which may
be relevant to the acquisition, holding, transfer, redemption or
disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this
documentisissued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that
the information contained is from reliable sources, but we do
not guarantee the relevance, accuracy or completeness thereof.
Unless otherwise provided under UK law, Momentum GIM does
not accept liability for irrelevant, inaccurate or incomplete
information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the
income derived, may fluctuate and it is possible that an investor
may incur losses, including a loss of the principal invested. Past
performance is not generally indicative of future performance.
Investors whose reference currency differs from that in which the

underlying assets are invested may be subject to exchange rate
movements that alter the value of their investments.

Under our multi-management arrangements, we selectively
appoint underlying sub-investment managers and funds to
actively manage underlying asset holdings in the pursuit of
achieving mandated performance objectives. Annual investment
management fees are payable both to the multimanager and
the manager of the underlying assets at rates contained in the
offering documents of the relevant portfolios (and may involve
performance fees where expressly indicated therein).

Momentum Global Investment Management (Company Registration
No. 3733094) has its registered office at
The Rex Building, 62 Queen Street, EC4R 1EB

Momentum Global Investment Management Limited is authorised
and regulated by the Financial Conduct Authority in the United
Kingdom, and is an authorised Financial Services Provider pursuant
to the Financial Advisory and Intermediary Services Act 37 of 2002 in
South Africa.

© Momentum Global Investment Management Limited 2021
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