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Retail and Restaurants 
Disruption continues and the worst is not yet over 

What’s changed? 
Retail is still trending negative. The high street remains under pressure, with 
pockets of improvement on a name-by-name basis only. Apparel and departmental 
stores have faced negative pressure for the past two years, with various defaults, 
especially in the U.K. Value-added segments, both food and non-food, show 
resilience and positive momentum. 

Changing consumer behavior is forcing structural change in retail. E-commerce is 
gaining momentum but remains a small fraction of overall sales and EBITDA. 

Full-year 2018 Retail results were weaker than anticipated. Overall, the sector is 
showing flat to marginally declining trends. Food retailers, which were expected to 
show modest resilience, continued to face pressure from top lines as well as cost 
implications. French food retailers in particular surprised on the downside. 

What to look for 
Continued disruption. 43% of high-grade issuers are on negative outlook. French 
food retailers and the U.K. non-food segment in particular face continued 
downward pressure, as do apparel and departmental stores. 

Capital expenditure will continue to rise: Large corporates with financial flexibility 
continue to invest in supply chains, faster checkouts, improving the efficiency of 
their e-commerce platforms, and use of AI to move into "experience shopping".  

More consolidation, more regulation: Retail is continuing its consolidation trend, 
with regular partnerships and joint ventures. But regulators are keeping a close 
eye, and businesses focused on pure online retailing could also come under closer 
scrutiny. ESG factors are gaining traction, with regulations on single-use plastic, 
supply-chain traceability, a drive for more environment-friendly policies and usage.  

What are the key credit drivers? 
The development of omni-channel capabilities across the eurozone: Retailers in 
France and the U.K. are focusing on omni-channel capabilities to maintain and 
increase market share. Partnerships are being formed on both the supply side as 
well as delivery solutions to the end consumer. 

Discounters are ahead of the game. To combat discounters, traditional food 
retailers are increasing private label penetration to improve EBITDA margins and 
provide value to the end consumer. Food retailers are experimenting with entry-
level price points and exclusive and premium ranges, with a focus on fresh, organic, 
and environment-friendly ranges to win customer loyalty. 

Convenience stores are gaining popularity across urban centers, where they are 
being used as top-up shops. This format now represents about 5%-7% of the total 
grocery market across Europe. It is even gaining ground in France, where the map is 
dense with hypermarkets, and Germany, where discounters dominate.  

Latest Related Research 

– ESG Industry Report Card: Retail, May 21, 2019

Outlook Distribution 

Ratings Statistics (Last 12 months) 

IG SG All
Ratings 14 51 65 

Downgrades 3 15 18 

Upgrades 0 4 4 

Rating Distribution 

Sector Forecasts (2019) 

IG SG All
Rev. CAGR ‘19-21 1.7% 2.2% 1.9% 

EBITDA Margin 8.2% 9.5% 8.7% 

EBITDA CAGR ‘19-21 2.6% 3.3% 3.0% 

Debt/EBITDA 2.4x 4.2x 3.3x 

FFO/Debt 32% 16% 22% 
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