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In the midst of a global recession investors have rightly focused on the depth, duration and
consequences of the coronavirus led crisis, as we begin to emerge from isolation and quarantine. This
has been central to our cross-asset research for the past few months, and will continue to be for many
more months ahead. However, it is also important to think about the longer-term implications. Within
our Imagine 2025 framework, we have asked our analysts to address the evolving and lasting changes
that they expect to observe in their sectors on this extended timeline. In the interest of brevity, but
also to their frustration, we have constrained them to one-page templates, which we believe provides
a useful compendium across some 40 sectors and delivers a thematic piece to trigger longer-term ideas
and debate.
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We highlight below four key themes emerging:

1. Accelerated Digital Transformation — We believe that the increased need for digital experiences
(forced by the global pandemic) across both the consumer and commercial landscape has
accelerated the shift from physical to digital assets. We see increased opportunities around multiple
sectors currently in the throes of digital transformation and a growing awareness and spending on
software enabling these changes.

2. Social behavior — While humans are naturally social, we think certain long-term changes are likely.
Some, or many, will be hypersensitive around cleanliness and large gatherings (impacting bar and
restaurant traffic, sporting events). For others, we see less travel and tourism — again a world less
global, with implications ranging from the airlines to luxury goods as well as of course leisure.

3. Capital allocation — Given the painful impact of a global pandemic, we do not believe governments or
corporates will ignore the prescient warnings given historically. We see obvious implications across
the healthcare sectors, but also the need for corporates to invest in their existing infrastructure,
supply chains and logistics to cope better in future. We see a world with less globalization, and
rather greater local sourcing. We envisage balance sheets being strengthened with implications for
shareholder returns.

4. Shareholder demands — We think investors will inevitably change their long-term views and equity
risk premiums attached to sectors. Government engagement, emergency actions will always be
on the horizon, whilst prior defensive sectors have proved less defensive against pandemics than
recessions — likely to see higher CoE and lower multiples attached.

As evident by our work, the ripple effect from these themes will be long-lasting and felt across sectors.
On the following pages we highlight key long-term implications at a sector level with short summaries
on the companies most positively and negatively impacted (on a relative and long-term basis).

Priced as of prior trading day's market close, EST (unless otherwise noted).
All values in USD unless otherwise noted.
For Required Non-U.S. Analyst and Conflicts Disclosures, see page 80.
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High Level Global Sector Specific Comments

June 11, 2020

Communication Services: Greater bandwidth usage over the last mile and middle mile,
accelerating already existing trends; more distributed content; more robust IT architectures,
requiring in many cases greater datacenter utilization; increased utility of broadband services;
increased demand for residential landlines; accelerated adoption of online solutions in
physical transaction verticals (car retailing, real estate, restaurants, etc.); and heavier reliance
on food/grocery deliveries.

Consumer Staples & Discretionary: More vigilance around cleanliness/health & wellness
(washing hands, disinfecting surfaces, vitamin intake etc.); more meals prepared at
home/increased staples usage as a result of habit from shelter-in-place restrictions + more
lenient telecommuting policies; accelerated shift to e-commerce/meal delivery + reduced
brick and mortar traffic (retail consolidation); heightened emphasis on digital/DTC; increased
retailer inventory requirements; increased/improved safety protocols at restaurants (both in
food preparation and restaurant capacity).

Energy: Lower gasoline demand given work-from-home trends (daily commute accounts for
~28% of US gasoline demand) and increased hesitancy around air travel; industry consolidation
as a result of lower oil prices; accelerated shift to e-commerce could lead to increased diesel
demand; and shift in demand for heat/electricity — potentially higher demand in homes offset
by lower demand in offices/commercial.

Financials: Accelerates the secular shift for consumer banking away from community banking
and drive more small bank consolidation; raises importance of comprehensive digital banking
solutions and payments infrastructure; accelerated e-commerce shift drives card focus on
partnering with digital companies vs. brick and mortar retailers; more upfront disclosures on
whether pandemics and related illnesses are included or excluded from insurance coverage; a
concerted push by regulators to find a solution to provide at least some insurance coverage
from future pandemics (i.e. it could be a government backstop like TRIA or the NFIP); if more
employees work remotely, in the long-run it could reduce insured property space and might
accelerate movement of operations to lower-cost markets; management teams to reassess
their liquidity and leverage levels under new pandemic scenarios; and increased market
support from the Federal Reserve.

Healthcare: Increased shift to telemedicine (we estimate telehealth could serve as a suitable
alternative for as much as one third of doctor visits over the long-run); increased use of in-
home apps/devices to monitor endpoints whenever possible for clinical trials; increased
demand for preventive medicines such as vaccines; more R&D investments to develop novel
treatments and rapid diagnostics for viral infections; supply chain improvements; increased
operating expenses and occupancy challenges for skilled nursing facilities; acceleration of
M&A opportunities in hospital sector if COVID-19 is protracted; decrease in foreign
dependency on medicines, leading to a shift in manufacturing back to the US, which could
increase costs; and decreased political pressure on drug pricing.

Industrials: Greater investment in home improvement or new homes; de-urbanization; need
for better smart home connectivity and energy efficiency; higher investments in
warehouse/factory automation; lower demand for retail fueling investments, aerospace
aftermarket, congestion tolling projects, VAC utilization, etc.; scenario of reduced oil demand
could have negative implications for some heavy construction equipment categories as well as
some engines involved in well servicing; more work-from-home could boost need for local
distribution and delivery, benefitting certain truck and component makers; less traffic on toll
roads and/or airports; airlines selling more packaged products (i.e. travel insurance, rental
cars, hotel rooms, etc.); and fewer discount airfare options if smaller budget airlines go bust.

4
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Specifically as it relates to autos, COVID-19 could shake up the trajectory of the four main
secular themes influencing the industry (C.A.S.E.): connected could be accelerated with new
potential use cases, though human-machine interfaces may need to evolve; autonomous will
likely take a step back given funding could get tougher (and initial use case was thought to
have been robo-taxis given utilization helped the economics, but that model may now have
other concerns); shared is likely to take the biggest hit as a generation may be scarred and
always worry about the ‘unknown’ previous user (perhaps an opportunity for cleaning robots
or material sciences (will de-urbanization lead to increased personal vehicle ownership?); and
electric will likely face some near-term headwinds, but mid-to-long term impact is limited.

Information Technology: Accelerating timeline of digital transformation toward cloud, hybrid
and multi-cloud networks ... ‘Faster to the Future’; proliferation of endpoints; increased
personal device use; further dissolution of the traditional network perimeter; increased need
for robust communication/collaboration tools; enterprises move more workloads to public
cloud providers; broad embracing of digital transformation; increase in home office equipment
purchases; commercial PC replacement cycles could lengthen as usage is spread across
multiple devices; additional investments by service providers to satisfy demand for additional
bandwidth; acceleration to a cashless society; mobile/digital banking ramps; bank branch
closures; shift to B2B payments and A/R and A/P automation; frictionless commerce in the
physical store will drive demand for Amazon Go (big box / grocery will become stores inside of
stores to make RFID work in large footprints) and self-checkout; contactless payment will
accelerate; acceleration of Data Center reliance; and increased data usage and consumption
of cloud/SaaS products.

Materials: Higher levels of pantry stocking, with higher minimum levels of essential products;
lower driving miles and automotive demand, resulting in lower painting activity in automotive
both on OEM and refinish; higher food and beverage packaging driven by in-home
consumption and delivery services; potential pause in ESG tailwinds and higher consumption
of plastic use, driven by the need for hand sanitizers, wipes and other cleaning products,
typically packaged in plastic; office employees would use far less paper products, given the
cost and time needed to maintain supplies and function; lower long-term real interest rates;
and increased investment demand for precious metals.

Real Estate: Wider acceptance of work-from-home models could reshape office and
residential landscape and drive increased migration to warmer and more affordable cities; and
families may be unwilling to move elderly parents into senior housing communities.

Utilities: Shifts more usage to residential from commercial; slight shift in peak load
distribution; potential redesigning of tariffs to fixed charges versus volumetric charge to
minimize impact of sudden drop-off of demand; and enhanced network investment to
improve residential reliability.

Commodity Strategy: US gasoline demand to decline given work-from-home policies; while
commercial demand may look most at risk, it’s an open question whether the efficiency of co-
locating and running shared office equipment, as well as sophisticated energy management in
an office are offset by shifting to home; and weekday power consumption curves during
working hours could look more like that seen on the weekend.

RETURN TO TOC
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Communication Services

Communications Infrastructure
Jonathan Atkin (415) 633-8589; jonathan.atkin@rbccm.com Bora Lee (212) 618-7823; bora.lee@rbccm.com

Companies Under Coverage:
Atkin: AMT, CCI, CONE, COR, DLR, EQIX, GDS, MP1.AU, NXT.AU, QTS, SBAC
Lee: CCOI, LMRK, UNIT

Potential Long-Term Implications

e Greater bandwidth usage over the last mile and middle ~ ® More robust IT architectures, requiring in many cases
mile, accelerating already existing trends greater datacenter utilization

e  More distributed content

Summary of Impact to Coverage:

Over the long-term, datacenter operators and connectivity providers are poised to benefit from increased usage trends. Greater
bandwidth demand and the need for resilient connectivity should provide benefits to IP/bandwidth, fiber, and network-as-a-
service companies such as Cogent, Uniti, and Megaport, respectively. Greater usage of online tools for work and entertainment
should increase the demand for data storage, resilient IT architectures, and interconnection, providing a benefit to both wholesale
and retail segments of the datacenter sector. We note that Microsoft, a major cloud provider, has indicated significantly greater
usage of its platform during the current pandemic, and group conferencing provider Zoom (as well as others) has reported
significant increases in usage — it employs a combination of Equinix for its base load requirements and Amazon Web Services for
flex capacity. Towers, which benefit from wireless operator capex and the deployment of new spectrum band and technology
protocols, should see an acceleration in leasing volumes irrespective of the pandemic, in our view.

Names That Will Be Most POSITIVELY Impacted:

1) GDS Holdings (GDS - Outperform): GDS posts the highest growth rate and has the lowest growth-adjusted EBITDA multiple in
the sector. It benefits from stronger demand, and less competitive supply, compared to datacenter peers. It has a healthy
pipeline from existing large Internet customers in China and strong prospects for gaining share amongst emerging Internet
companies in the country.

2) Megaport (MP1 - Outperform, Speculative Risk): Megaport benefits real-time from increased connectivity by virtue of its
network-as-a-service offer, which allows customers to increase their bandwidth and network reach, as well as to access all
major cloud providers and many enterprise software platforms through APIs, without having to separately procure network
capacity or incur capex. The company’s global network reach, software APIs to major laaS and SaaS$ platforms, and product
focus act as a competitive advantage vs. telcos or datacenter peers.

3) SBA Communications Corporation (SBAC — Outperform): As the mobile infrastructure operator most leveraged to U.S. macro
towers, we view SBA Communications as benefiting -- along with its peers American Tower and Crown Castle, only moreso --
from the deployment of mobile 5G infrastructure by the three existing national players AT&T, T-Mobile, and Verizon, along
with the mandated fourth competitor, DISH Network. SBAC's US tower mix compares favorably, in our view, to the more
volatile emerging markets exposure of American Tower and the less proven return characteristics of Crown Castle’s fiber
solutions business.

Names That Will Be Most NEGATIVELY Impacted:

We do not see negative longer-term implications for Communications Infrastructure

)]

June 11, 2020
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Cable, Satellite & Telecom Services
Kutgun Maral, CFA (212) 437-9151; kutgun.maral@rbccm.com Jonathan Atkin (415) 633-8589; jonathan.atkin@rbccm.com

Companies Under Coverage:
Maral: ATUS, CHTR, CMCSA, DISH, SIRI, WOW
Atkin: CTL, T, TMUS, VZ

Potential Long-Term Implications

e Increased utility of broadband services e Potential decline in demand for higher mobile data

e Potential acceleration of video cord cutting due to speeds or expensive handsets
consumer discretionary spend pressure; partial offset e Increased mobile handsets provided through employers
from greater demand for linear Pay TV programming e Increased demand for residential landlines

from increased time in the home

Summary of Impact to Coverage:

We believe pure-play cable operators are particularly well-positioned during the current COVID-19 pandemic, the ensuing
period of macro sensitivity, and over the longer-term given a presumed structural increase in consumer time spent in the
home. Broadband. We believe the ongoing COVID-19 pandemic will increase the amount of time consumers spend in their
homes, whether it is due to greater unemployment in the near-term or longer-term structural shifts in the portion of the
workforce working from home even after COVID-19. This environment most distinctly benefits cable/fiber internet providers
given increased demand for and consumption of high-speed internet with potential growth across pricing (ARPU lift from up-
tiering customers to higher speeds) and subscribers (likely accelerating share gains against legacy/advanced DSL). Video. We
expect pressure in consumer discretionary spend will likely result in an acceleration in video cord cutting and the migration to
direct-to-consumer streaming alternatives. One offset could be the benefits from increased utility of bundled Pay TV offerings
(e.g., from people spending more time in the home; needing/wanting to “stay connected” or “tuned in” with the world so
having local/national/business news on in the background). Wireless. If consumers are spending more time in the home, less
time at work/commuting, and can use in-home Wi-Fi, then the demand for higher mobile speeds or +$1,000 handsets might
abate. On the other hand, there could be more work phones provided by employers. Wireline voice. Residential landlines
could see a modest resurgence as the growing work-from-home cohort look to sign up. Impacts to our coverage from macro
pressures include: (1) a slowdown in wireline customer growth from a deceleration in occupied household formation; (2)
relatively muted pricing power; (3) SMB/Enterprise revenue downside; and (4) advertising revenue downside.

Names That Will Be Most POSITIVELY Impacted:

1) Altice USA (ATUS - Outperform): Altice primarily benefits from the increasing utility of broadband, which provides scope for
pricing power and subscriber growth. While net leverage is elevated at ~5x (in line with management’s target of 4.5-5x), we
believe there is ample liquidity and strong FCF growth, with no significant debt due until 2025. While not immune to a macro
slowdown, we highlight that its customer growth has historically come from ARPU as opposed to subscriber increases,
potentially suggesting less exposure to a slowdown in household formation compared to peers.

2) Charter Communications (CHTR - Sector Perform): Charter primarily benefits from the increasing utility of broadband, which
provides scope for pricing power and subscriber growth. While net leverage is elevated at ~4.5x (in line with management’s
target of 4.0-4.5x), we believe there is ample liquidity and strong FCF growth. During the current period of social distancing,
Charter could continue to post outsized share gains in broadband given its ability to offer self-installations.

Names That Will Be Most NEGATIVELY Impacted:

1) CenturyLink (CTL- Sector Perform): CenturyLink continues to face challenges in its consumer segment (~25% of total revenues)
and is seeing additional pressure from COVID-19 in its SMB and Wholesale segments (~31% of revenues). Additionally,
continued uncertainties around the pandemic may lead to delays in customer purchasing decisions or accelerated churn, and
it is difficult to predict when buying patterns will return. Although CenturyLink is reducing capex in more challenged areas, it
continues to invest in long life assets such as fiber where they see predictable future returns.

~

June 11, 2020
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Media

Kutgun Maral, CFA (212) 437-9151; kutgun.maral@rbccm.com

Companies Under Coverage:

AMCX, DISCA, FOXA, LGF.B, DIS, VIAC

Potential Long-Term Implications

e Acceleration of cord cutting and consumer adoption of e Narrowing of the traditional theatrical window and a

DTC services shift toward PVOD
e Prolonged softness in ad spend from certain verticals e Decreased emphasis on the upfront ad sales process
e Share shift of ad budgets away from linear TV toward even beyond this year

digital e Decreased demand for theme park attendance

Summary of Impact to Coverage:

We believe traditional media companies could see sustained fundamental pressures from the pandemic given structural shifts
across key revenue streams. Pay TV subscribers and the shift to DTC. Increased time spent in the home drives up the utility of
a Pay TV subscription and subscriber trends (particularly at virtual MVPDs) could improve as sports programming returns on
air. However, pressure in consumer discretionary spend and the launches of scaled streaming platforms (e.g., Peacock, HBO
Max) will likely result in an acceleration in video cord cutting and the migration to direct-to-consumer streaming alternatives.
Advertising. We expect ad trends to remain challenged given the pandemic from trimmed marketer budgets and disruption
to TV programming (sports, production halts delaying scripted content). Longer-term, we worry that secular and cyclical
pressures across linear advertising coupled with a macro shock could become the catalyst that drives an acceleration in share
shift of ad budgets away from TV toward digital. Studio production and output. Lockdowns during the pandemic have resulted
in production halts for film and TV programming as well as theater closures. These delays not only shift the near-term
monetization of the content but also disrupt the follow-on windows as well (e.g., home entertainment, Pay 1, streaming, etc.).
Theme parks. After being shuttered for months, theme parks are slowly starting to reopen with strict capacity limits and safety
requirements. A return to normal capacity levels is uncertain and will most likely depend on the timing of a vaccine.

Names That Will Be Most POSITIVELY Impacted:

We do not see positive longer-term implications for our Media coverage. While owned-and-operating DTC platforms should
benefit, we expect sentiment to remain challenged given legacy revenue pressures.

Names That Will Be Most NEGATIVELY Impacted:

1) ViacomCBS (VIAC — Sector Perform): ViacomCBS has impressive scale in the traditional media ecosystem following the
recombination of Viacom and CBS, though it remains exposed to the aforementioned secular and cyclical issues heightened
by the pandemic. We also view management’s strategy and execution as heavily discounted show-me stories, and believe
proof-points of a turnaround will be difficult to achieve given the structural shifts and headwinds from the pandemic. While
we are bullish on the broader growth trajectory of the streaming market, we are concerned that VIAC's DTC products need to
offset a much larger base of linear revenue declines than peers, and this level of scale remains difficult to achieve under the
current shape of its streaming offerings.

2) The Walt Disney Company (DIS — Sector Perform): We remain bullish on Disney’s strategic vision, quality of assets, and track
record in execution. However, the pandemic has resulted in significant operating and financial disruption to Disney’s theme
parks and resorts (high fixed-cost profile against a bleak attendance/occupancy/revenue outlook), studio entertainment
(theater closures, slate shifts), media networks (Pay TV sub declines, advertising), and consumer products (product launch
cycle). While we are encouraged by the expected opening of certain theme parks, the capacity limitations, travel restrictions,
and consumer appetite for mass social gatherings (even after a vaccine) limit earnings visibility. Positive offsets can include
sustained momentum across Disney’s DTC platforms (primarily Disney+).

June 11, 2020
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Canadian Telecommunications and Media
Drew McReynolds (416) 842-3805; drew.mcreynolds@rbccm.com

Companies Under Coverage:
AlM, BCE, CCA, CGX, CJR.B, PCOM, QBR.B, RAY.A, RCI.B, SJR.B, T, TCL.A, TRI, TRL, TS.B, WILD, Y

Potential Long-Term Implications

e Greater efforts by governments to fully eliminate the e Acceleration of investments in virtual reality and
digital divide in Canada augmented reality (and the infrastructure therein)

e Acceleration in the digitization of major societal across the B2B and B2C gamut of potential applications
verticals, such as education, healthcare, government (consistent with our June 20, 2018 RBC Telecom
and leisure, and across all demographics including older Scenario Report: Intelligent Reality and the Inflection
demographics Period for Content)

e Acceleration in the shift towards decentralized and more ®  Acceleration in cord-cutting/cord-shaving (wireline
flexible work solutions increasing demand for telephony and television) on greater adoption of over-
broadband networks (FTTH, DOCSIS) and Internet and the-top SVOD/AVOD streaming
wireless connectivity in both urban and rural footprints, e Accelerated adoption of online/digital self-serve and
and for B2B and B2C cybersecurity self-install marginalizing physical retail points of

e Avre-allocation of consumer discretionary spend from presence and lowering volume of truck rolls
out-of-home physical leisure and entertainment options e  Acceleration in the emergence of a regulated
(travel, restaurants, sporting events, theatre, health information layer in the digital value chain driven by a
clubs, etc.) to in-home digital leisure and entertainment shift in the public policy balance between protecting
options (social media, television, gaming, VR, etc.) privacy and enhancing security

Summary of Impact to Coverage:

During the current period of social distancing, consumers suddenly on a massive scale are contained to the home and in need
of work-from-home communications solutions as well as a greater variety of entertainment options. This period is driving
demand for B2C and B2B Internet and wireless connectivity and cybersecurity, and television/over-the-top content. More
importantly, we believe social distancing has forced most companies, governments and consumers to adopt new digital
behaviors thereby accelerating the adoption rates across a wide variety of technologies. Within the Canadian media sector,
we believe this acceleration is likely to only intensify two decades of ongoing disruption across traditional media,
notwithstanding the near-term increase in demand for television during social distancing and what could be some pent-up
demand for out-of-home physical leisure and entertainment options as social distancing restrictions are lifted.

Names That Will Be Most POSITIVELY Impacted:

1) Canadian Telecom (BCE and CCA — Sector Perform; RCI.B, T, SJR.B, and QBR.B — Outperform): While the asset mix of each
Canadian telecom operator has puts and takes with respect to the relative resilience to direct (social distancing) and indirect
(recessionary) COVID-19 impacts, we believe all Canadian telecom operators are well positioned to benefit from increased
demand for B2C and B2B Internet and wireless connectivity. For TELUS specifically, we believe 100%-owned TELUS Health is
well positioned to benefit from a potential inflection point in the digitization of healthcare in Canada.

Names That Will Be Most NEGATIVELY Impacted:

1) Corus Entertainment (CJR.B — Sector Perform): While we believe the content and ad tech playbook being deployed by
management will prove to be a winning strategy, any acceleration in TV cord-cutting/shaving would be a meaningful headwind.

2) Cineplex (CGX — Sector Perform): We see a number of challenges ahead for the theatrical exhibition industry including an
uncertain production schedule and release slate, permanent changes in consumer behavior, incremental costs incurred to
implement the required social distancing measures and to lure consumers back into the theatre, compression in the theatrical
release window and/or accelerated adoption rates of competing in-home digital leisure and entertainment options.

Ye]
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Consumer Staples & Discretionary

European General Retail
Richard Chamberlain +44 (20) 7429 8092; richard.chamberlain@rbccm.com

Companies Under Coverage:
ABF, BME, DC/, DNLM, FRAS, HMB, ITX, JD/, KGF, MKS, NXT, SMWH

Potential Long-Term Implications

e Accelerated shift to online shopping e Accelerated casualisation of society

e Increased levels of work from home e larger chains gaining share from weaker specialist and
e More focus on healthy cooking and eating independents

e A shift of sourcing away from China e Young fashion under pressure due to the ethics of fast

fashion being under question

Summary of Impact to Coverage:

We believe that the extended lockdown and subsequent social distancing will accelerate the shift towards e-commerce, as
consumers become used to ordering online and, even longer term, may be more cautious going to stores. This, combined with
the increased importance on health and self-care, will also likely result in an increased focus on healthy eating and home-
cooked meals, benefitting retailers with exposure to the grocery space. Increased working from home and the ongoing
casualisation of society should benefit the homewares and athleisure sectors respectively, although we are wary of potential
pressure on youth employment. Given the recent disruption in China, we see a potential increase in proximity sourcing to
increase flexibility. Finally, we expect a continued focus on ESG themes, with investors calling into question the ethics of fast
fashion and looking for companies that are taking a lead in sustainability.

Names That Will Be Most POSITIVELY Impacted:

1) Inditex (ITX — Outperform): Like other retailers, Inditex has been negatively impacted by store closures, but longer term
remains well-managed with a very strong balance sheet. Given its flexible, responsive and integrated business model and
strong inventory control, we think it should be able to weather the downturn and emerge relatively better placed, benefitting
from the shift to online. With ¢.60% of supply from local sources, it has been relatively less impacted and should benefit from
its ability to offer newness, leading to higher share gains from independents and department stores.

2) B&M European Value Retail S.A. (BME - Outperform): B&M has been able to trade its full offer during the lockdown and
benefit from its c.25% seasonal exposure, eg to home and garden ranges. In a recession, as a discounter, B&M should benefit
from trading down by consumers. We think that the COVID-19 outbreak is likely to have attracted new customers seeking an
alternative to mainstream supermarkets and we also see potential for capacity withdrawal from other players (eg
Poundstretcher and other discounters).

Names That Will Be Most NEGATIVELY Impacted:

1) Associated British Foods plc (ABF — Underperform): With its Primark stores closed, ABF’s lack of a transactional online offer
comes into focus, with higher priced chains likely to clear inventory at Primark price points later this year. Equally, even as
social distancing is relaxed, it seems unlikely their historic advantage of crowded stores driving high sales densities will return,
particularly in urban, tourist locations. Primark also has material exposure to the tough young fashion segment, as well as the
ethical pressures on fast fashion. ABF’s historically volatile Sugar business also provides a source of earnings uncertainty.

2) Dixons Carphone plc (DC/ - Underperform): Although DC online has benefitted somewhat from the working from home trend,
we think that this is likely partly demand brought forward from later this year, and see a likely hangover to come. DC is one of
the more operationally and financially leveraged retailers under coverage, with a low single-digit operating margin and a lease-
adjusted net debt/EBITDAR ratio of c.5x. It is also more vulnerable to pressures on employment and discretionary spending,
as well as reduced consumer confidence, and from margin dilution from a shift to online sales. Finally we expect further
structural pressure on the Mobile segment, due to pressures on customer affordability and less roaming.
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European Luxury Goods & Premium Brands
Piral Dadhania +44 (20) 7429 8644; piral.dadhania@rbccm.com

Companies Under Coverage:
ADS GR, BRBY LN, CFR VX, BOSS DE, EL FP, KER FP, MC FP, MONC IM, PNDORA DC, PUM DE, SDRY LN, TED LN, UHR SW

Potential Long-Term Implications

e Changing personal travel habits e Increased health & wellness focus
e  Tourist reliant destinations do not recover (e.g. Hong e More lenient "work from home" policies
Kong, Macau) e Accelerated community cohesion
* Shift away from experience based spending e  The acceleration of luxury’s evolution in the 2020s

e  Accelerated shift to e-commerce

Summary of Impact to Coverage:

In sporting goods, we anticipate consumers will increase their focus on personal health and wellness (both physical and
mental), which we believe will intensify already evident structural support drivers for the sector. In luxury goods, tourists
account for c.30% of total sector, so if declining tourism and travel becomes more structural then headwinds grow. Equally,
the commercial viability of certain tourist reliant regions (e.g. Hong Kong, Macau and Europe) could be called into question. If
consumers become increasingly sensitive to public area hygiene (e.g. restaurants, bars, shops, public transport, public places)
then this could lead to structural reduction in experience based spending, which in theory could increase disposable income
for other spend categories including personal luxury goods. However, economic conditions are not likely to be as supportive
for luxury consumption as we have seen for the past decade and we envisage +7% mid-term organic revenue growth.

Names That Will Be Most POSITIVELY Impacted:

1) ADIDAS (ADS - Outperform): ADS is a market leader in the sporting goods industry, which itself benefits from concentrated
market share structure and high barriers to entry, particularly in footwear. We view accelerating health and wellness trends as
likely to benefit ADS given its size and distribution advantages, as well as its balanced Performance vs Lifestyle product mix.
ADS also benefits from North America market share opportunity and operating margin opportunity as the business model
evolves towards higher DTC mix. In our view, ADS has industry leading ESG credentials in its approach to product sourcing and
manufacturing which position it strongly in the long term.

2) LVMH (MC - Outperform): LVMH is likely to remain a high quality compounder with balanced risk/reward exposure to luxury
and premium staples in our view. LVMH benefits from scale advantages, a strong digital platform; it owns brands and operates
in categories which demonstrate strong distribution control (and therefore makes them relatively ‘un - Amazonable’) and
generates consistent and meaningful free cashflow, supporting its acquisition strategy (which has a demonstrated a strong
track record). We anticipate strong underlying brand momentum at core LV and Dior brands within Fashion & Leather, with
margin levers to protect profitability in the near-term.

Names That Will Be Most NEGATIVELY Impacted:

1) PANDORA (PNDORA - Underperform): We view mass market product categories and price points as more susceptible to less
favorable economic conditions (i.e. costume jewellery which is PANDORA's core product category). We also view turnaround
business plans as potentially more challenging to execute and in the face of a mass-market consumer spend that is likely to
have lower discretionary allocation.

2) BURBERRY (BRBY — Underperform): Burberry is around halfway through its transformation plan with early wins including
revised brand positioning, rebalanced product and merchandising offer and cost savings largely achieved. The second half of
this transformation plan calls for acceleration in underlying revenue growth and operating leverage derived margin expansion,
partly driven by improving leather goods performance. In the context of a more challenging macro environment it may be
more difficult for Burberry to achieve these objectives in our view, as luxury consumers gravitate towards category leaders in
leather goods for example.
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European Household & Personal Care, Beverages, Packaged Food, and Tobacco
James Edwardes Jones +44 (20) 7002 2101; james.edwardesjones@rbccm.com Emma Letheren +44 (20) 7002 2100; emma.letheren@rbccm.com

Companies Under Coverage:
Edwardes Jones: ABI, BEI, BATS, CARLB, BN, CPR, DGE, HEIA, HEN3, IMB, OR, NESN, RI, RB, UNA
Letheren: BVIC, FEVR

Potential Long-Term Implications

e Greater attention to operational resilience and agility e  Emphasis on e-commerce and attempts to build

e More conservative balance sheet/debt structures relationships directly with consumers, thereby

e Accelerated shift to digital marketing that can be disintermediating retailers

individually targeted at consumers at home e More accommodating approach to ‘working from home’
e More inventory, both in the supply chain and ‘pantry * Local sourcing
stocks’ e Increased automation, reduction in workforce

Summary of Impact to Coverage:

We don’t know what the long term implications of this crisis will be for patterns of demand for different categories; for example
will the pick-up in demand for canned and frozen goods be anything more than a flash in the pan (...sorry). Similarly we don’t
know if consumers will be more inclined to eat/drink/socialise at home rather than going out or wash their hands and surfaces
more frequently in the long term? But we do feel this crisis is going to change the way that companies operate in anticipation
of future shocks. There has been a move towards decentralisation in recent years as companies adapt to ‘consumer
nationalism’ and have pulled back the ‘one size fits all’ approach that has enabled relentless focus on efficiency for several
decades. We expect this process to continue, as companies look to shore up local resilience and actively seek a degree of
redundancy in their supply chains. This is likely to involve lower planned capacity utilisation for production sites, higher stock
levels (of both raw materials and finished goods) and duplicated distribution options in our opinion. We also expect companies
to operate with more conservative balance sheet/debt structures.

Names That Will Be Most POSITIVELY Impacted:

1) Henkel (HEN3 —Outperform). Henkel has made few steps to improve its efficiency in recent years. A decision to actively design
in an element of redundancy to its operations, rather than merely be inefficient, would be less costly than for many others in
our view. Similarly its balance sheet is conservative. We expect the cyclicality of the adhesives business to be partially offset
by demand for laundry and household products in the short/medium term.

2) Nestlé (NESN — Underperform). Although we think that Nestlé’s valuation is excessive, we appreciate its attractions: a
diversified and generally defensive portfolio, conservative balance sheet structure and historic resistance to cutting costs too
aggressively.

Names That Will Be Most NEGATIVELY Impacted:

1) Reckitt Benckiser (RB — Underperform). Although Reckitt is benefitting from a very coronavirus-friendly portfolio, we expect
that once this dies down the problem of an under-invested infrastructure will come to the fore once again. We think it has cut
costs too far and that the need to design in more redundancy/duplication to its operations could prove costly.

2) ABInBev (ABI - Outperform). We regard AB InBev as having some of the opposite characteristics to Nestlé, specifically lots of
debt, and a very centralised and tightly controlled cost base which we expect to have to ease somewhat. Against that, we
believe that its portfolio is defensive and valuation too low assuming the company takes some steps to reduce leverage.
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US Household & Personal Care, Beverages, Packaged Food, and Tobacco
Nik Modi (212) 905-5993; nik.modi@rbccm.com

Companies Under Coverage:

BF.B, CAG, CHD, CL, CLX, COTY, CPB, EL, ENR, GIS, HSY, K, KDP, KMB, KO, MDLZ, MNST, MO, NWL, PEP, PG, PRMW, REYN, SAM,
SPB, STZ

Potential Long-Term Implications

e  More vigilance around cleanliness (washing hands, e Increased vitamin consumption
disinfecting surfaces, etc.) e Increased preparedness (more full pantries, more
e  More meals prepared at home frequently)

e Increased consumption of comfort foods and/or vicesto = e  More lenient "work from home" policies
cope with heightened stress levels e Accelerated shift to e-commerce

Summary of Impact to Coverage:

From a personal care perspective, we believe consumers will on average step up cleanliness levels and perhaps increase
consumption of vitamins (in an effort to prevent illness). From a packaged food perspective, we believe consumers may
increase their overall consumption of at-home foods (perhaps 1-2 more occasions, as they are not used to cooking at home as
frequently). This will help overall consumption of aluminum foil, trash bags, and center of store foods such as soup and salad
dressings. More leniency around telecommuting will mostly benefit the space as more time spent in-home often results in
increased usage (whether it be toilet paper, beverages, or food). Reduced commuting expenses (gas, train/bus fare, etc.)
should also provide a moderate benefit to consumption (likely cheaper impulse purchases like cigarettes, beverages, snacks)
or spur trade-up across CPG. Some categories, however, will be negatively impacted (primarily appearance based categories
like wet shave, beauty, cosmetics, etc.).

Names That Will Be Most POSITIVELY Impacted:

1) Campbell Soup (CPB - Outperform): CPB posted April quarter organic sales up 17%. We point out that over the past year, CPB
has been investing behind its ingredient/quality levels, which even prior to COVID-19 had benefitted HH penetration (even
among millennials). We think increased soup sales as a result of pantry-loading will help reframe soup as a convenient meal
solution, which will in-turn drive increased HH penetration and velocities over the long-term.

2) Clorox Company (CLX - Sector Perform): The near-term benefits of pantry-loading are obvious, but we feel CLX is well-
positioned for the long-term changes that may unfold as a result of COVID-19. For starters, we expect more vigilance around
cleanliness and vitality will become the new normal (vitamins, bleach, water filtration, and household cleaners stand to benefit
from this dynamic). We also see more lenient work from home policies contributing to more usage across laundry detergent,
food/trash bags, foils/wraps, and charcoal.

Names That Will Be Most NEGATIVELY Impacted:

1) Estee Lauder (EL - Sector Perform): We'll start off by saying we believe that EL is one of the best managed names across our
coverage so we expect the company will adapt to the rapidly changing environment. If working from home becomes more
widely acceptable by large corporations, we'd inevitably see a decline across most cosmetic categories (as consumers are
unlikely to do their makeup if they're not going into the office). This will add pressure to the already troubled North America
business. One potential offset is consumers may leverage time in-home (and not seeing co-workers) for skin care routines.

2) Coty, Inc. (COTY - Outperform): Also be impacted from reduced make-up/cosmetic usage if telecommuting becomes more
widely acceptable. Of note, they do not have meaningful exposure to skin care as a potential offset and may be impacted by
trade-up if consumers justify purchasing more premium products with the fact that they now buy them less frequently.

3) Edgewell Personal Care Co. (EPC - Outperform): In FY'19 wet shave accounted for ~58% of EPC sales and nearly 80% of profits.
Looking out longer-term, we fear increased leniency around telecommuting will reduce the number of weekly shave
incidences.
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European Leisure
Julian Easthope +44 (20) 7653 4064; julian.easthope@rbccm.com Christine Zhou +44 (20) 7002 2617; christine.zhou@rbccm.com

Companies Under Coverage:
Easthope: ACCP, CINE, DOM, FLTR, GVC, IHG, JDW, KIPO, MARS, MAB, RTN, TSG.O, VAO, WMH, WTB
Zhou: BFIT, GYM

Potential Long-Term Implications

e Business travel trends affected by increased use of e  More use of home fitness technology affecting gym
technology based meetings usage

e Concerns about social gatherings e Increased use of takeaways and delivery

e Cinema releases and uses e Appreciation of freedom and the mental benefit of

social behaviour

Summary of Impact to Coverage:

Time is a good healer — and we believe that once the crisis is over that the very basic human desire to socialise will revert to
the norm. The majority of our leisure coverage requires an element of social gatherings and is a key part of the sector growth.
However, should a new virus arise, we suspect the population will be more cautious earlier. The one area we have most long-
term concern about is business travel trends. A mix of increasing reliance and practice of using video conferencing, improving
technology, the immediate cost focus post the outbreak and a pressure on corporates to cut carbon emissions could well start
a trend to more virtual meetings. HTC experimented with VR meetings recently that could enhance the product materially too.
Overall, this is a risk for our business orientated hotels groups. We expect our Gym coverage to remain in growth — especially
following what is basically a health crisis. While home fitness apps could benefit and deter gym usage, the high death rate for
overweight people could be an incentive to membership growth. Cinemas may see some behavior changes from the studios
to be more streaming focused, although the majority of films have been delayed rather than released to streaming so far.
Replacing the $42bn of box office revenues with increased streaming revenues would be quite a challenge in our view. The
streaming argument will take some time to play out in our view with current demand clearly high. Pubs and restaurants in the
UK are such an important part of national life, we believe that this will recover once the economy recovers with no long term
impact except from those companies needing to repair the balance sheet.

Names That Will Be Most POSTIVELY Impacted:

1) Domino’s Pizza Group (DOM - Outperform): Domino’s is a pure delivery and takeout brand with a very good market share in
the UK pizza market. We would expect the long term trends to take home to remain firmly in tact following this outbreak.
Domino’s strong position in a key food choice puts it in a strong position to take advantage of these trends.

2) Basic-Fit (BFIT - Outperform): Basic-Fit has a very strong position in the low cost Gym sector across Benelux and France. It has
technology that allows for an efficient roll out into other territories. We expect the focus on health to remain high following
this outbreak and Basic-Fit is well placed to take advantage of this.

Names That Will Be Most NEGATIVELY Impacted:

1) Accor (ACCP - Outperform): While we believe that Accor has a strong long term opportunity, our main long term concern
surrounds the recovery and growth of business travel. Accor has a high exposure to business demand among its many brands
that could result in slower growth

2) InterContinental Hotels (IHG - Outperform): In a similar way to Accor — IHG also has a high exposure to business travel. And
could lead to more muted growth

3) Whitbread (WTB - Underperform): Whitbread has around 50% of guest nights from business and would also be affected
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Internet
Mark Mahaney (415) 633-8608; mark.mahaney@rbccm.com Shweta Khajuria (415) 633-8631; shweta.khajuria@rbccm.com

Companies Under Coverage:

Mahaney: AKAM, AMZN, BABA, BKNG, CARG, EB, EBAY, EXPE, FB, GDDY, GOOGL, LYFT, NFLX, PINS, RDFN, ROKU, SFIX, SHOP,
SNAP, SPOT, SQ, TREE, TTD, TWTR, UBER, UPWK, WIX, YEXT, ZG.

Khajuria: CHWY, ETSY, JCOM, JMIA, QUOT, SCPL, TRIP, TRUE, TRUP, VVNT, YELP

Potential Long-Term Implications

e  Accelerated adoption of online solutions in physical e A greater need for cloud solutions
transaction verticals (car retailing, real estate, e  Streaming likely to see tailwinds from increased
restaurants, etc.) viewership, leading to lower churn and possibly higher
e Heavier reliance on food/grocery deliveries monetization

e Increased presence of E-commerce offerings, especially
within SMBs, likely leading to an increase in both domain
registrations and demand for website creation tools.

Summary of Impact to Coverage:

On a high-level, we see the potential for broader, long-lasting changes in consumer behavior as a result of the COVID-19 Crisis —
specifically, a sustained step-up in Online purchases of Staples and Groceries and Meals; an accelerated adoption of in-home
streaming entertainment; and a widespread recognition of the critical importance of having an Online/Digital presence. From a top
down perspective, we think companies, especially SMBs, will be more reliant on the Internet to advertise, transact, and attract
consumers. The immediate need for marketplaces and an Internet presence has never been so acute, forcing many businesses to
adopt processes that were previously unknown pre-COVID-19 (restaurants adopting third-party delivery platforms at 10x the normal
rate in some cases). From a bottom up perspective, we could see increased streaming/viewership having a positive impact, although
for the advertising names, advertising spend would have to keep pace with viewership to be a beneficiary and could reward streamers
through reduced churn rates. As for ridesharing, we think results would be mixed; if more people were to WFH, commute related
trips (~10-25%) could be impacted, but we could see a net benefit through increasing discretionary trips (restaurants, bars, social
events, etc.), grocery/food delivery, and a shift in focus from price to safety (transition away from public transportation).

Names That Will Be Most POSITIVELY Impacted:

1) Amazon (AMZN - Outperform): We believe Amazon could emerge as the single biggest beneficiary within our coverage universe,
post COVID-19, given its brand strength, distribution-to-home logistics network that it has developed over the last 2-3 decades, and
emerging benefits from secular shift to Online—specifically, post this crisis. AMZN could very likely benefit from a sustained shift of
shopping from Offline to Online sources (including Groceries).

2) GoDaddy (GDDY - Outperform), Wix (WIX - Outperform) and Shopify (SHOP - Outperform): The need for businesses to have an
online presence is accentuated by stay at home and social distancing measures, providing a heavier reliance on GDDY’s Domains &
Hosting services. Further, GDDY also has material exposure to the SMB market, which is likely to experience a more acute transition
to online than larger enterprises. Akin to the aforementioned tailwinds GDDY may experience, we see a similar transition within
traditional brick and mortar retailers moving online and see it likely for WIX to benefit from more companies wanting their own online
destination site. With WIX covering a vast array of verticals, the company should see conversion from its free offering and overall
volume improve. As Physical Retail stores shut their doors to comply with shelter in place restrictions, many merchants without an
Online presence scramble to find a solution that Shopify is ready to provide. The acceleration in eCommerce has been broad-based
and Shopify is fully participating. The company is even seeing brand new verticals like Food & Beverage join its platform in efforts to
build their first D2C channels.

Names That Will Be Most NEGATIVELY Impacted:

Companies that would be negatively impacted over the long-term should current trends persist include EventBrite (EB — Sector Perform)
given limits on social gatherings as well as online travel agencies, Booking (BKNG — Outperform), Expedia (EXPE — Outperform) and Trip
Advisor (TRIP — Sector Perform), as travel demand may abate over the long-term.
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European Internet
Sherri Malek +44 (20) 7653 4510; sherri.malek@rbccm.com

Companies Under Coverage:
ASC.LN, BOO.LN, ZAL.DE, OCDO.LN, JET.LN, DHER.DE, AUTO.LN, G24.DE, RMV.LN, GOCO.LN, MONY.LN, TMV.DE

Potential Long-Term Implications

e  Accelerated consumer shift to e-commerce and online e Accelerated usage of remote working and connectivity
solutions. solutions, as corporates recognize productivity benefits
e Anaccelerated effort by grocery retailers and and digitalization efforts step up.
restaurants to develop online capabilities. e Sector consolidation could accelerate in a prolonged
e Greater investment in online propositions, a short-term economic downturn.

margin hit for higher long-term growth.

Summary of Impact to Coverage:

We believe that consumer behavior will shift to online solutions, which is positive for our coverage. For the internet retailers,
we expect a benefit from higher demand as consumers become accustomed to shopping online. This is particularly true for
the grocery industry, which has a low online penetration and where many are trying online shopping for the first time. For the
internet food delivery companies, we expect to see an acceleration in trends as a greater number of restaurants sign up to
the aggregator platforms because of social isolation. Meanwhile, JET and DHER are accelerating their own-delivery and multi-
vertical propositions in order to capture this greater demand, which may dilute profitability nearer term, but generate higher
revenues longer term. For the internet classifieds, we expect a limited impact given the already mature level of online
penetration in the industry. Although, an economic downturn may accelerate consolidation in the industry, which may have
negative implications for the pricing power of AUTO, RMV and G24. For price comparison websites, consumers’ higher risk-
aversion could mean greater sales of insurance products, such as life and travel, in the future. Within software, TeamViewer
is likely to benefit from an accelerated trend of working from home, which has proven to be sufficient for many industries
through the lockdown period. We expect corporates to step up their digitalization efforts as they recognize the productivity
benefits from connectivity solutions.

Names That Will Be Most POSTIVELY Impacted:

1) TeamViewer (TMV - Outperform): TeamViewer, with its good interoperability, ease of use and affordability, has proven to be
a beneficiary of higher demand for remote access and home working solutions. We expect corporates to step up their
digitalization efforts as they recognize the productivity benefits from connectivity solutions during this lockdown period.

2) Zalando (ZAL — Outperform): As the leading online apparel destination in Europe, Zalando is well positioned to benefit from
greater consumer demand online and as brands seek to enhance their online propositions. We expect brands to increasingly
participate in Zalando’s Partner Program and take up its value-added services, including Zalando Fulfilment Solutions and
Media Solutions, which we expect to deliver higher profitability for the Group in the future.

3) Ocado (OCDO - Sector Perform): As the only global provider of an end-to-end online grocery solution, we believe Ocado is
best positioned to benefit from an accelerated shift online in the grocery industry, as retailers around the world seek to
enhance their online services. However, the growth potential will be constrained by the growth in capacity.

4) Delivery Hero (DHER — Outperform): Delivery Hero is investing significantly in order to accelerate its market share and
reinforce its dominant positioning. Therefore, we believe it is best placed to leverage an accelerating trend in food delivery.
Delivery Hero is also investing in its multi-vertical proposition, thereby capturing the higher demand for online groceries.

Names That Will Be Most NEGATIVELY Impacted:

We do not see any particularly negative impacts from these trends on our coverage universe.
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Canadian Merchandising & Consumer Products
Sabahat Khan (416) 842-7880; sabahat.khan@rbccm.com

Companies Under Coverage (TSX):
DII.B CN, GC CN, GIL, HLF CN, JWEL CN, MAV CN, MTY CN, NWC CN, PBH CN, RECP CN, ROOT CN, TOY CN, ZZZCN

Potential Long-Term Implications

e Increased e-commerce penetration across all product e Reduced traffic at food-court/mall-based dining outlets
categories, particularly categories that were traditionally as people increasingly work from home and do not need
shopped for primarily in the brick-and-mortar channel to visit restaurants (as frequently) for breakfast/lunch

e More meals prepared at home resulting in greater e Increased purchases of games/puzzles/toys to use in and
demand for groceries and essential merchandise around the house as family spend more time together,

e Increased demand for vitamin and health supplement particularly those with younger children
products

Summary of Impact to Coverage:

Across our coverage, the ongoing COVID-19 situation has created a number of near-term catalysts and risks (noted above),
which we believe may have longer-term implications on purchasing patterns. From a broader sector perspective, we believe
that temporary brick-and-mortar store closures, work from home policies, and government calls for social distancing are
driving an increase in e-commerce penetration rates, particularly for categories that were traditionally considered somewhat
resistant to e-commerce (e.g. groceries, large appliances and furniture, etc.). Specifically, the COVID-19 situation is creating a
new reason for those reluctant to purchase certain categories online to trial the e-commerce offering. While we expect that
penetration rates across these categories will normalize following the COVID-19 situation, we believe that this increased trial
is a positive for companies with meaningful e-commerce exposure. Conversely, the shift towards working from home as well
as government mandated closures has created a near-term negative impact on the restaurant sector, which we expect could
linger if consumer-dining preferences shift toward more at-home meals.

Names That Will Be Most POSITIVELY Impacted:

1) Jamieson Wellness Inc. (TSX: JWEL — Outperform): We believe that JWEL is one of the most defensively positioned names in
our coverage universe amidst the ongoing COVID-19 situation, and may also benefit from longer-term carry over impacts on
consumer purchasing patterns. One catalyst in light of the COVID-19 related concerns is the potential for increased demand
for vitamin and health supplement products as consumers are likely to increase their focus on keeping healthy and taking steps
to avoid catching the cold/flu. Management noted during investor meetings in late-February that the outbreak was leading to
increased sales of products that boost the immune system (e.g. Vitamin C, Cold Fighter, etc.).

2) Spin Master Corp. (TSX: TOY — Sector Perform): Following the temporary closure of schools in response to the COVID-19
situation and with adults spending more time at home, toy companies are likely experiencing an increase in sales of products
that facilitate family time (i.e. activities/puzzles/games/toys for the backyard/etc.). We believe this trend could provide an
offset in the near-term amidst broader retail closures, but that these categories have the potential to benefit from the broader
trend of “work from home”. We believe that the additional free time as a family will create an increased focus on “traditional
play patterns” as parents seek to minimize “screen-time”. Product categories that are most likely to benefit include puzzles
and games, and educational/interactive learning products.

Names That Will Be Most NEGATIVELY Impacted:

1) MTY Food Group Inc. (TSX: MTY - Sector Perform) and Recipe Unlimited Corp. (TSX: RECP — Sector Perform): Not surprisingly,
global restaurant traffic has decreased materially over the last few weeks as consumers shift towards more at home meal
occasions in response to the ongoing COVID-19 situation. Over the longer-term, we believe that office and retail based dining
outlets (aka food courts) could be impacted if more individuals work from home and eat more breakfast/lunch meals at home.
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Restaurants
Chris Carril (617) 725-2109; christopher.carril@rbccm.com

Companies Under Coverage:
CMG, DNKN, DPZ, DRI, EAT, MCD, QSR, SBUX, TXRH, WEN, YUM

Potential Long-Term Implications

e Increased/improved safety protocols e Potential for widespread closures could lead to shifts in

e The acceleration of longer-term trends such as delivery long-term competitive dynamics
and online/digital ordering e Brands or concepts that skew more toward older

e Avreassessment of appropriate levels of financial demographics may be impacted more longer-term
leverage for operators, and more specifically for e Increased scrutiny of capital allocation strategy or
franchisees priorities

Summary of Impact to Coverage:

The current challenges related to COVID-19 will have a significant impact on the restaurant industry long-term, including our
coverage universe. Brands and operators with scale should be in a favorable position in a post-COVID-19 world, as we expect small
chains and independent operators to face relatively greater challenges in operating through the current environment, and thus
potentially higher levels of closures. Furthermore, in the near-term, restrictions placed on restaurant operations favor those
businesses with strong off-premise businesses (i.e. carryout, drive-thru, delivery) and we see potential for current dynamics to drive
an acceleration in off-premise demand over the long-term. An incremental shift to off-premise will benefit brands with structural
advantages (e.g. drive-thru) and/or logistics capabilities (e.g. owned delivery network or capabilities).

Names That Will Be Most POSITIVELY Impacted:

1) Domino’s Pizza (DPZ - Outperform): In our view, Domino’s is the best positioned name in our coverage, not only in the near-
term given above-mentioned shifts favoring off-premise—Domino’s business is 100% delivery + carryout—but also long-term,
as over 50% of quick service pizza category market share belongs to regional chains and independents, which could see greater
pressure near-term. We continue to view Domino’s as one of the most compelling long-term stories in our coverage, with the
brand driving best-in-class unit growth (reaccelerating to +6-7% globally in 2021E) behind strong unit economics.

2) McDonald’s (MCD - Outperform): McDonald’s scale is and will remain a key asset for the brand, particularly in a post-COVID-
19 world, in our view. The brand was on solid footing prior to the impact of COVID-19—with near-6% global comps and record
franchisee cash flow in 2019—which should support it during these challenging times. A significant off-premise business
historically (~70% of US sales sourced at drive-thru, plus growing delivery mix) positions the company well for incremental off-
premise demand long-term. Furthermore, billions of dollars invested by McDonald’s and its franchisees in remodels provide
the brand with a best-in-class asset base that should help to drive share gains in a more normalized environment, as should
recent investments in technology.

Names That Will Be Most NEGATIVELY Impacted:

1) Casual Dining (Outperform-rated Darden Restaurants, Sector Perform-rated Brinker International and Texas Roadhouse):
The casual dining segment of the industry has faced traffic pressure for years heading into the current environment, which
potentially places the group in a relatively less favorable position long-term. While the strongest brands should continue to
gain share, at the margin, we see potential for incremental pressure on overall casual dining trends given potential shifts in
consumption behavior around full service/dine-in restaurants, and the commensurate impact on margins, which have been
under pressure in recent years given rising labor, rent and other expenses against weakened top-line. One offset may be an
acceleration in casual dining unit rationalization, which should ultimately benefit brands/restaurants that remain operational.
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Hardline/Broadline Retail
Scot Ciccarelli, CFA (212) 428.6402; scot.ciccarelli@rbccm.com

Companies Under Coverage:
AAP, AZO, BBY, COST, DG, DKS, DLTR, FIVE, GPC, HD, KMX, LOW, OLLI, ORLY, TSCO, WMT, WSM

Potential Long-Term Implications

e More home centric focus (more time spent in homes = e  More telecommuting would adversely impact driving
more home-related spending to maximize the experience) habits/miles driven activity, partially offset by driving

e  Material acceleration in Retail Consolidation rather than flying decisions

e Increased telecommuting will require new equipment, e Economic damage will create material levels of excess
home office set-ups, etc. inventory/inventory liquidations

e Accelerate shift to e-commerce; jump-start the adoption = ®  De-leveraged balance sheets/more conservative capital
curve on food-at-home delivery structures

e More pantry loading/more food and “essentials” storage ® Higher unemployment levels from recent historical lows

Summary of Impact to Coverage:

We believe the COVID-19 pandemic will have multiple, lasting effects on the Retail industry. In the short-to-medium term, we
would expect there to be substantial amounts of inventory that will need to be cleared/liquidated, providing a loaded
merchandise acquisition environment for close-out retailers. In our view, there will be a more permanent shift towards
telecommuting and work-from-home arrangements, which will likely require consumers to invest in equipment upgrades and
home-office accommodations. In addition, as more people spend substantial amounts of time in and around their homes, we
would expect a resulting acceleration in home-related investments as people spend to maximize their experience (i.e., more
staycations rather than vacations). Further, we would expect a step-function increase in e-commerce activity as people continue
to practice social distancing and avoid larger public venues, including stores when there are product acquisition alternatives, for
a period of time. We suspect this change is particularly true for food delivery as the current crisis pushes more customers to try
food delivery than ever before and, if they had a good experience, we think this change would become a more permanent activity.
More telecommuting would reduce driving activity/miles driven, but this factor may be partially offset by more people choosing
to drive rather than fly, when possible. Finally, given the swiftness and magnitude of business disruption that has/is occurring, we
think companies will likely run more conservative capital structures than they historically have.

Names That Will Be Most POSITIVELY Impacted:

1) Ollie’s Bargain Outlet (OLLI - O) - While the current lack of human traffic (shelter in place rules) is a negative, we would
anticipate that vendors and retailers will need to liquidate a material amount of inventory, which should create a significant
buying opportunity for OLLI.

2) Costco (COST - O)/Dollar General (DG — O)/Dollar Tree (DLTR — O)/Walmart (WMT- SP) — We believe the tight employment
cycle has been broken, which will likely cause more consumers to seek increased value for their available spend.

3) Home Depot (HD — 0)/Lowe’s (LOW — O) — Given new social distancing practices and work-from-home mandates, we would
expect home-related investments to increase markedly over the next several years, as consumers seek to maximize their home
experiences.

4) Best Buy (BBY — SP) — More telecommuting will likely create incremental demand for PCs/laptops and networking equipment,
while more home-centric activity will probably create additional demand for home entertainment products (TVs, sound
systems, game systems, etc.)

Names That Will Be Most NEGATIVELY Impacted:

1) Five Below - (FIVE — O) — While we remain bullish on Five Below’s long-term store expansion potential and still believe it has the
best unit economics we have ever seen in retail, a more permanent shift in the e-commerce growth curve would be a negative at
the margin for a store-centric retailer that is heavily dependent on walk-by traffic, like Five Below.
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Global Apparel and Specialty Softlines

Kate Fitzsimons 212.428.6550; kate.fitzsimons@rbccm.com

Companies Under Coverage:
AEO, ANF, BURL, GOOS-TSE, GPS, LB, LULU, PVH, RL, ROST, TJX, URBN, VFC

Potential Long-Term Implications

e Llandscape likely to see significant consolidation (dept. e Companies leverage new digital & social channels to
stores, levered brands), with overstored footprints likely connect with shoppers in innovative ways

to see rightsizing
e Shift away from work-attire and more towards
athleisure/casual/comfort

e Digital/DTC & related omnichannel infrastructure
becomes more important than ever

Summary of Impact to Coverage:

Over the longer term, we see several themes that will likely prove structural coming out of COVID-19. Given the cash/traffic
crunch on our retailers, we look for consolidation to follow shortly as levered companies with large footprints are likely to feel
the brunt of near-term closures. We'd also expect companies will become more creative in the ways they leverage digital to
drive sales — not just through ecommerce, but also through alternative media footprints and business models such as
rental/subscription. To capitalize on conversion, maintaining and growing a robust omnichannel will be more important than
ever, as the shift away from brick & mortar is unlikely to flip back. On a category basis, we see relative outperformance from
activewear/comfort focused given the shift to health & wellness in the age of WFH. As more people implement WFH, this could
further favor home-related concepts as customers look to improve their home environment. All told, we believe agility is key
in moments of crisis, and brands with minimal leverage and strong cashflows + balance sheets will benefit over the long term.

Names That Will Be Most POSITIVELY Impacted:

1) Ross Stores, Burlington Stores, The TIX Companies (ROST — Outperform, BURL — Outperform, TJIX — Outperform): We
view off-price as a whole as primed to take market share once demand normalizes and industry consolidation/closures
accelerate, on top of ample product availability. We view ROST as well positioned to leverage on low fixed costs vs.
variable, which lends to agility under pressure. ROST also has the strongest balance sheet of the off-pricers, which should
allow for accelerating earnings growth against 2020’s difficulties on top of fundamental market share opportunities. We
see Burlington as primed to benefit from value conscious consumers coming back to stores, especially as off-price
assortments improve due to heightened clearance elsewhere. We see Homegoods as an added benefit for TJX as spend
at home is likely to uptick as more people WFH.

2) lululemon Athletica (LULU — Outperform): LULU is poised to gain from the structural shift to healthy and active lifestyles as
consumers will likely be even more attentive to wellness and health on the heels of COVID-19. The brand is healthy, and LULU
has the agility to prioritize growth investments while peers are focused elsewhere, which should leverage going forward.

Names That Will Be Most NEGATIVELY Impacted:

1) PVH Corp (PVH - Sector Perform): With significant North American wholesale exposure (largest customer Macy’s, and with
the top five customers representing est. 19% of sales), structural issues impairing the health of the NA wholesale channel are
likely to keep pressure on PVH. Further, with its North American retail exposure largely outlets, leverage to tourists is likely to
be an issue as long as concerns on travel linger in the consumer psyche.

2) Ralph Lauren Corp (RL — Sector Perform): Similar to PVH, Ralph Lauren also carries significant NA wholesale exposure;
specifically to dept stores (with the 3 NA wholesale customers also at an est. 19% of sales), and faces the same structural
challenges.
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Global Integrated Energy

Biraj Borkhataria, CFA; +44 (20) 7029 7556; biraj.borkhataria@rbccm.com

Companies Under Coverage:
ARAMCO, BP, CVX, ENI, EQNR, GALP, NESTE *, RDS, REP, TOT, XOM
*co-covered with Erwan Kerouredan +44 207 029 0855; erwan.kerouredan@rbccm.com

Potential Long-Term Implications

e  Majors see recent downturn as a signal to diversify e Increased government protectionism puts security of
business models more aggressively supply at front of mind

e Increased renewables inve