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Any Morningstar ratings/recommendations contained in this presentation are based on the full research
report available from Morningstar or your adviser.

©Morningstar, Inc. All rights reserved. Neither Morningstar, its affiliates, nor the content providers guarantee
the data or content contained herein to be accurate, complete or timely nor will they have any liability for its
use or distribution. No part of this document may be reproduced or distributed in any form without the prior
written consent of Morningstar.

Any general advice or ‘class service’ have been prepared by Morningstar Australasia Pty Ltd (ABN: 95 090
665 544, AFSL: 240892) and/or Morningstar Research Ltd, subsidiaries of Morningstar, Inc, without reference
to your objectives, financial situation or needs. Please refer to our Financial Services Guide (FSG) for more
information at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters
and if applicable, the relevant Product Disclosure Statement (Australian products) or Investment Statement
(New Zealand products) before making any decision to invest.

Our publications, ratings and products should be viewed as an additional investment resource, not as your
sole source of information. Past performance does not necessarily indicate a financial product’s future
performance. To obtain advice tailored to your situation, contact a professional financial adviser. Some
material is copyright and published under licence from ASX Operations Pty Ltd ACN 004 523 782 (“ASXQO”).
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Morningstar’s Approach to Stock Investing — a Real Point of
Differentiation
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Morningstar Equity Ratings

Five-star stocks trade at the biggest risk-adjusted discount to their fair values,
whereas one-star stocks trade at premiums to their intrinsic worth.

Four key components drive the Morningstar rating:
Competition: our assessment of the firm’s economic moat;

DCF Modelling: our estimate of the stock’s fair value;
Margin of Safety: our uncertainty around that fair value estimate, and;
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Market: the current market price.
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Chapter 1 — Consumer Discretionary
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Consumer Trends are Globally Similar and Australia is
Following America’s Online Footsteps
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Online Penetration to Cap Out at Some Point,
but Long-Term Shopping Habits and Disruption are
Impossible to Predict
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Amazon One of the Largest Australian Retailers by the End of
Next Decade
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Commoditised Products More Exposed to the Migration to
Ecommerce and Growth Will be Driven By Online Sales
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So far, Incumbent Consumer Electronic Retailers Don’t Seem
to Have Materially Dropped Prices
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Scale Can Help in Keeping Competitive, But Margins Unlikely
to Expand
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Readthroughs from U.S. Consumer Electronics Giant Best
Buy

g Omnichannel retailers can compete with Amazon
g Consolidate store network
g Physical stores provide a competitive edge
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How to Gain Exposure to Consumer Discretionary Trends

Company (ticker) Bqposure to Australian consumer discretionary sub-sector
Quper Retail Goup (L) 100%
JBH-F (JBH) 100%
Harvey Norman (HWN) 5%
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Chapter 2 — Retail Defensive
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A Mature Market - One Player’s Growing Rapidly, Resulting in
Loss of Market Share for Others
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Australian Supermarkets Still Earn More Than Most
International Peers...Attracting Overseas Competition
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Sustainable, but not Excessive Operating Margins...
Otherwise Consumers Will Vote With Their Feet
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How to Gain Exposure to Retail Defensive Trends

Company (ticker)
Woolworths (WOW)
Metcash (MTS
Wesfarmers (WES

Bxposure to Australian consumer staples sub-sector
80%
76%
35%
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Chapter 3 — Department Stores and Apparel
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Footfall to Malls Reflects the Transition to Ecommerce
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Physical Stores are Closing in the U.S...
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...And We Expect a Similar Trajectory in Australia
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How to Gain Exposure to Department Stores and Apparel
Trends

Company (ticker) BExposure to Australian department store and apparel sub-sector
Myer (MYR 100%
Wesfarmers (WES) 13%

Woolworths (WOWN) inmaterial
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Chapter 4 — Coles Demerger
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Why Coles? Returns Haven’t Looked Too Flash
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It’s All About Bunnings From Here
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