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Michael Mueller, what were the highlights
for Valora in 20157

Over the last twelve months, we have
achieved anumber of key strategic mile-
stones, while also managing to impro-
ve operational efficiency throughout the
entire company. Iwas particularly plea-
sed that we were able to complete the
sale of our Trade division and outsour-
ceourlogistics activities in Switzerland;
these marked the last major steps of our
strategy focus. This means Valora can
now concentrate on its Convenience &
Food Service business, with its strong
foothold in the production of lye-bread
products. With Naville, we have also
been able to successfully expand our
already strong Swiss network in Wes-
tern Switzerland.

Inintegrating Naville, we were also
able to improve operational efficiency
throughout all of our core processes in
the Retail Switzerland unit and in Group
Management. Our organisation is now
leaner and more agile. At the same time,
we have also managed to strengthen our
organisation in the Retail Germany unit
and pave the way for future growth. The
foundation of FinTech company bob fi-
nance AG also marked a key milestone.
bob finance AG is also part of the newly
created Valora Lab, which develops digi-
tal products and services — for example
our Spettacolo coffee app. As previous-
ly announced, we have also taken the
first key steps in digitalizing our bu-
siness. And it goes without saying that
I am happy we were actually able to
exceed the Group’'s financial goals des-
pite the extremely challenging market
conditions.

Let us move onto the challenges in the
Retail area. There is still a particular
focus on developing the shop concepts.
What has been achieved in this respect?

In the Swiss kiosk business, we have
now strengthen our position of the kiosk

business. However, we have also con-
tinued to make progress in other mar-
kets as regards expanding with a range
of food products. We successfully intro-
duced ok.— products in 2015 at Naville
locations and in Germany, while Spetta-
colo and Starbucks modules have been
integrated into other shop concepts. In
Germany we launched a new convenien-
ceformat and our product range now in-
cludes many more products to be consu-
med on the move. We are making good
progress as regards the optimisation of
our product range — particularly with a
focus on food products —and we are con-
tinuing this approach across a number
of formats.

So what is next? How will Valora grow?

We will continue to focus on strengt-
hening our food and service offerings
and improving customer service. The
convenience and food service/take-
away market continues to represent a
growing fundamental need, as thelifes-
tyles of an increasing number of peop-
le are changing. Despite intensive levels
of competition, I am optimistic that we
will be able to further expand our offe-
ring. In Germany, in particular, the mar-
ketisfarless developed and is not as sa-
turated as in Switzerland. The Valora
Group already generates a gross mar-
gin of around 50% in the Food area and
has great expertise in the areas of cof-
fee and baked goods. Together with our
strong portfolio of heavily frequented
locations, well-known own brands and
our unique position in the areas of to-
bacco and press/books, we have the so-
lid foundation required for growth. In
future, we will concentrate on develo-
ping our existing formats, opening new
locations with a focus on food, and ex-
panding our Brezelkdnig branch concept
internationally, which will also invol-
ve the continued international develop-
ment of our Ditsch pretzel and dough
production business.

What is the situation as regards
control over the entire value
chain, an issue that has often heen
emphasised in the past?

In our food shop concepts, we benefit
from a high level of vertical integra-
tion — from production right through
to sales. We can make use of this ex-
pertise in the Food area to differentia-
te ourselves at our specialised Ditsch,
Brezelkoénig and Spettacolo outlets, and
increasingly throughout our entire Con-
venience network, as well. In addition to
cold drinks, baked goods and coffee re-
present a key part of our food offering.

How important is it for Valora that Ditsch
produces lye-bread products?

We are one of the leading producers
in the world when it comes to pretzel-
dough products. Each year, we produce
more than 500 million baked goods in
our highly automated production faci-
lities in Germany and Switzerland, and
we distribute our products across the
globe. We are known for our exceptio-
nal quality standards and high level of
flexibility. Over the next few years, it
will be extremely important for us to be
able to continually expand our produc-
tion capacities and develop new custo-
mer relationships in both existing and
new markets.

Which strategy are you pursuing
when it comes to the international
expansion of Brezelkonig?

As previously announced, we are pus-
hing forward with this initiative. In the
first six months, we opened a branch in
Vienna — since then, we have increased
our presence to threelocations —and we
then launched two outlets in Paris at the
end of 2015. Over the next three to four
years, we are aiming to open over 100
outlets in new markets together with
franchise partners.
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“We rely on commit-
ted, entrepreneurial
and imnovative
employees. People
who love selling
products and talking
1o a wide variety of
customers. People
who contribute their
own ideas and have
fun implementing
them.”

ok.— is a key own brand. What is next for it?

With ok.—, we have succeeded in esta-
blishing an own brand in Switzerland,
which has a reputation for offering
high-quality products in the entry-level
price segment. The products are avai-
lable exclusively in our outlets. We will
now position the brand more strongly
in Germany and continue to expand the
product range.

What is the situation as regards Valora's
plans for its digital strategy?

In the Convenience area, we are — and
will remain - the experts for everyday
products, whether in the area of press,
tobacco, lottery games or services —and
of course food and drink for consump-
tion on the move. This has enabled us to
become trusted points of contact for our
customers, with over 1.6 million visiting
us each day on average. Linking custo-
mer visits to our outlets with options for
digital communication provides us with
arange of new opportunities. We are al-
ready making good use of these with our
offering in the area of payment and fi-
nancial services (Visa/MasterCard pre-
paid cards, iTunes, Starticket pay@kiosk
etc.), mobile prepaid as well as package
services (pick-up/drop-off). In future,
we intend to expand the ways in which
we directly contact our most loyal custo-
mers via digital channels, all of which
will further improve their shopping ex-
perience. It will also become more im-
portant to make use of digital opportuni-
ties and analyse customer behaviour so
that we can better target our products
in line with customers’ needs.

What role will the newly founded Valora
Lab play in all this?

We want to make use of the digital op-
portunities we identify. That is why we
founded the Valora Lab: the team is tas-
ked with identifying digital trends, pro-
moting digital innovation and accelera-

ting the implementation of new ideas. By
tapping into today's technological pos-
sibilities and the corresponding inter-
faces, we are striving to develop diver-
se, innovative and attractive customer
solutions.

Has Valora already launched a tangible
product in this area?

We have introduced two new, attractive
products: bob money for private loans in
cooperation with the Glarner Kantonal-
bank and ok.— cash, which can be used
to load credit onto ok.— prepaid cards
at k kiosks and Press & Book shops. Im-
portantly, this means we have expanded
our existing offering with financial ser-
vices. We have also launched the Spetta-
colo coffee app, which allows customers
to order their coffee in advance and be-
nefit from discounts. We are current-
ly working on developing similar solu-
tions for all channels. Here I see real
potential for increasing customers’ lo-
yalty to Valora and developing persona-
lised offerings.

Let us change the subject now: where is
the journey with your suppliers heading?

One thing is clear: Valora intends to
be an important and attractive “bridge
builder” between suppliers and consu-
mers. We want to establish our POS
network as a key marketing and pro-
motional channel. Our numerous out-
lets offer a unique platform for promo-
ting our suppliers’ offerings. We want
to place an increased emphasis on this
USP. Our POS promotions reach a great
many people. The top locations and the
rapidly progressing development of our
digital components will help us evaluate
the potential for each individual custo-
mer contact and further develop exis-
ting customer relationships.

You mentioned the acquisition of Naville
in Switzerland as being another highlight.
Did the integration of Naville go well?
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Absolutely. Our teams did an excellent
job in this regard. Naville already con-
tributes CHF 240 million — or more than
10 percent —to the Group's sales, and ac-
counts for almost 20 percent of operating
profit. By integrating Naville, we have
been able to bring together our experti-
se and establish a new, agile organisa-
tion for our Swiss retail business. To do
so, we adopted a “best of both worlds”
approach. This enabled us to signifi-
cantly strengthen our market position
in Switzerland, which has also resulted
in increased profitability.

What has happened in general as regards
increasing efficiency? The organisation
previously announced that work still had
to be done in this regard.

In 2015, we were able to significantly
increase operational efficiency throug-
hout the entireretail organisation—both
in Switzerland and Germany. We are ex-
periencing a fundamental shift in the
retail business and are operating in a
challenging, fast-moving market. An
agile organisation is of vital importan-
ce in this respect. An important factor
here is not just reducing the cost base,
but also increasing the speed at which
we adapt our concepts and innovations.
This has allowed us to lay the organi-
sational foundation for implementing
our growth plans. In our business, it
is people who make the difference. We
rely on committed, entrepreneurial and
innovative employees. People who love
selling products and talking to a wide
variety of customers. People who cont-
ribute their own ideas and have fun im-
plementing them.

Will this transformation also result in a
cultural shift?

To a certain extent, that will of course be
the case. Our focussed strategy should
also be reflected in the way we act in
relation to each other: we want flatter
hierarchies, we want to promote a sense

«We will continue to
tap into the real
potential for inter-
national expansion
offered in the area
of our successful
B2C | B2B concepts
with Ditsch|Brezel-
konig. We

will, however,
definitely push
Jforward with new
ideas into new
markets where

we 1dentify oppor-
tunities.»

of individual responsibility, we want to
bemore agile in general. And we want to
accept mistakes throughout all of this.

Are you experiencing any difficulties in
this regard?

It is indeed challenging, and therefore
deserves real recognition. I would like
to take this opportunity to personal-
ly thank all our employees on behalf of
the entire management team for having
shown so much commitment in helping
to shape the transformation that Valora
isundergoing-indeed has toundergo. It
never fails toimpress me when I see how
the team works hard from early in the
morning until late at night, all the whi-
le demonstrating such a will to change
and shape the company.

Let us discuss the figures briefly.
How do you view 2015 on this basis?

We achieved all the goals we set oursel-
ves. Indeed, Naville actually exceeded
its goals. Furthermore, the Swiss busi-
ness performed very well compared to
the market and we were able to subs-
tantially improve margins. Germany is
progressing well and has real momen-
tum. And Ditsch/Brezelkonig achieved
good results despite the intensive com-
petition and challenging conditions it
faced. The production/B2B area again
performed extremely well, in particular.

During 2015, we managed to increa-
se EBIT at Group level from CHF 30 mil-
lion to CHF 55.1 million, which exceeded
expectations. This performance is plea-
sing even when taking into account last
year’s extraordinary writedowns. And
we managed all of this against the back-
drop of the strong franc, shopping tou-
rism, the rail strike in Germany and the
nationwide introduction of the minimum
wage. Iwas particularly pleased with our
home Swiss market, which is a key ele-
ment in the Group's profitability. Here
we were able to significantly increase
ourmargin to 2.0% after adjustments for
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“And 1t goes

without saying that
[ am happy we were
actually able to
exceed the Group’s
Jfinancial goals
despite the extremely
challenging marfket
conditions.”

one-time effects. Overall, we generated
earnings per share of CHF 12.51 from on-
going activities, which corresponds with
the amount of the dividend.

Return on capital employed and free cash-
flow are significant KPIs in your business.
How satisfied are you in this regard?

At Group level, we were able to signi-
ficantly improve our ROCE in 2015,
to 6.9% on an adjusted basis and we
are confident that we will be able to
achieve our target ROCE of over 8% in
2016/2017. Thanks to the considerable
improvement in the Retail area by 3% to
10% (excluding liquid assets), this goal
isnow well within reach. Free cash flow
from continuing operations was espe-
cially pleasing, at CHF 82 million - or
CHF 24.5 per share. Averaged over the
last three years, we have generated
a free cash flow of CHF 16 per share,
which is clearly above the dividend of
CHF 12.50. This has enabled us to re-
duce our leverage ratio for continuing
operations to 2.1x. We therefore have
a solid balance sheet as the basis for
financing future investments, main-
taining and developing our network and
growing the Group as a whole.

Are there any specific aspects in the
figures you would like to highlight?

Following the sale of the Trade division,
there have been significant non-cash ef-
fects, which have an impact on profit.
However, there will not be any further
one-time special effects. In general, the
time of numerous one-time effects re-
sulting from the Group's repositioning
is over.
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Earlier you mentioned Valora’s change
in strategic focus. Has this process now
been fully completed?

There are still a few, small puzzle pieces
to slot into place, and then our shift to
focussing on convenience-retail and im-
mediate-consumption goods in highly
frequented locations will be complete.
Valorais starting 2016 with a clear posi-
tion as well as strong, attractive brands
and shop concepts in five countries. Our
focus is now on developing this concept
and on growth.

What specifically must still be done before
the repositioning is complete?

In 2015, we reduced complexity within
the Group, even aside from the disposal
of the Trade division. Following the pre-
vious sale of our press wholesale ope-
rations and press logistics activities
to 7Days Media Services, last year we
were able to outsource our goods logis-
tics from Retail Switzerland to this part-
ner, as well. We are now looking at sel-
ling the Naville Distribution logistics
platform, but this is still in the evalua-
tion phase. The Naville transaction also
involved the acquisition of real estate at
an attractive location in Geneva, which
we also intend to sell.

What are your future ambitions as
regards customer focus, now that the
Group’s transformation is behind you?

Our ambitions mainly centre around
our top network as well as strengt-
hening vertical and digital integration.
We are close to our customers, and we
want to make use of the opportunities
this brings. At all times, we have to focus
our activities on well informed custo-
mers who are looking for high-quality
products. We want our offerings and
services to cater to the increasingly di-
gital lifestyles our customers lead. We
all have to be innovative, agile and dy-
namic.
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As a brief summary, what will be
happening in 2016?

The focus is now on developing our
existing business. We are in an excel-
lent position to do just this: we currently
operate in Switzerland, Germany, Lux-
embourg, Austria and France. More spe-
cifically, we will focus on the continu-
ed development of our Retail and Food
concepts in Switzerland and Germany
in particular. And we will continue to
tap into the real potential for interna-
tional expansion offered in the area of
our successful B2C/B2B concepts with
Ditsch/Brezelk6énig. We will, however,
definitely push forward with new ideas
into new markets where we identify op-
portunities. The digital expansion of our
offering will also provide us with oppor-
tunities to position ourselves as a multi-
channel retailer able to link the digital
world with our points of sale.

The most important thing to note,
however, is that 2016 will clearly show
that it was the right decision to focus
on the Retail business. Our team has a
real thirst for action and is full of good
ideas! o
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