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Tesco left in decent order for new boss but
coronavirus crisis, Brexit loom
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Tesco PLC (LON:TSCO) started a new chapter on Thursday with incoming
chief executive Ken Murphy starting his tenure at the grocer.
He replaces Dave Lewis, who announced his shock departure a year ago.
READ: Tesco joins Morrisons in rationing popular items
Lewis said the decision to step down was "a personal one" and that he
believed "the tenure of the CEO should be finite".
The idea had already been floated behind closed doors, and in fact, the board
immediately announced the appointment of Murphy, poached from the role of
chief commercial officer and president of global brands at Walgreens Boots
Alliance.
Murphy has big shoes to fill after Lewis turned Tesco around, led a corporate
restructuring and rebuilt the balance sheet.
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"Whereas Mr Lewis faced into a tsunami of internal challenge, he passes a
leadership 'ball' onto his successor at the right pace, direction and height,"
noted analysts at Shore Capital.
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Company Synopsis:
Tesco - the leading supermarket in Britain
With small grocery stores under the Tesco
Metro brand name, big supermarkets
outside cities (Tesco Extra) and 24-hour
stores.

"Whilst this is so, it would be incorrect to suggest that Mr Murphy does not
face challenges.
"His issues, however, are largely external, now that Tesco is a well-oiled
operating machine and considerably more solvent, something that should be
notably enhanced assuming that the Asia disposal completes before Christmas
2020".
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If anything, what Murphy is about to face is not unique to Tesco but a case of shared woes across the retail sector
notable the economic recession, the coronavirus crisis and fragile UK-EU relations.

Internal strategy
Looking at the internal strategy, the market has been wondering when Tesco Bank can be offloaded, whether the Aldi
price match is sustainable and how retail underlying margins can be protected with the move to online.
Shareholders are not keen on the bank, which is expected to swing to a full-year loss of between £175-200mln from last
year's profit of £193mln due to potentially higher bad debts amid a drop in global GDP.
"There's a lot of capital tied up in the bank and it only delivers modest upstream benefits to the parent company," fund
manager Richard Buxton, of Tesco shareholder Jupiter, told the Evening Standard.
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"The regulatory burden and oversight that's needed with owning a bank is huge. It would be better that a traditional
bank owned it and Tesco supplied the customers."
As for the coronavirus, the 'Big 4' supermarkets are benefitting from the increase in online penetration in the UK market
accelerated by the COVID-19 crisis, which is leaving discounters behind due to the operational challenges of
establishing an e-commerce platform.
"In the short-term, the strong customer metrics, sustained sales growth and substantially lower COVID-19 costs point to
upside risks to full-year estimates, while the approval of the Asian deal in October or November should return £5bn to
investors in the second half," UBS analysts said.

A new board
Murphy will also be leading the FTSE 100 company in the absence of Charles Wilson, managing director of Booker and
"one of the industry's true leaders", according to Shore Capital, who is set to leave Tesco by the end of February 2021
and will be replaced by Andrew Yaxley.
Chief financial officer Alan Stewart is also due to leave no later than April 2021 but no successor has been selected yet.
"Mr Lewis has left the business with it in good shape, with a 51p special dividend and enhanced solvency, particularly
around the pension responsibilities, to come," Shore Capital concluded.
"The grocery retail sector market opportunity is enhanced by social change, notably working from home, and Tesco has
seized the online food opportunity well; doubling capacity in a capital-light manner and seeing the channel turn to profit."
Shares in Tesco were trading 1% lower at 211.19p on Thursday afternoon, the same level of March lows after a
rollercoaster few months, including a peak of 248p in May.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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