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Disclaimer
•

The materials contained herein (the “Materials”) represent the opinions of Sohra Peak Investment Management LLC ( “Sohra Peak”) and are based on publicly available information with respect to Dino Polska
S.A. (the “Company”). Sohra Peak recognizes that there may be confidential information in the possession of the Company that could lead it or others to disagree with Sohra Peak’s conclusions. Sohra Peak
reserves the right to change any of its opinions expressed herein at any time as it deems appropriate and disclaims any obligation to notify the market or any other party of any such changes. Sohra Peak
disclaims any obligation to update the information or opinions contained herein. Certain financial projections and statements made herein have been derived or obtained from filings made with the Warsaw
Stock Exchange (“GPW”) or other regulatory authorities and from other third party reports. There is no assurance or guarantee with respect to the prices at which any securities of the Company will trade, and
such securities may not trade at prices that may be implied herein. The estimates, projections and potential impact of the opportunities identified by Sohra Peak herein are based on assumptions that Sohra Peak
believes to be reasonable as of the date of the Materials, but there can be no assurance or guarantee that actual results or performance of the Company will not differ, and such differences may be material. The
Materials are provided merely as information and are not intended to be, nor should they be construed as, an offer to sell or a solicitation of an offer to buy any security.

•

Each of the members of Sohra Peak currently beneficially own, and/or have an economic interest in, securities of the Company. It is possible that there will be developments in the future (including changes in
price of the Company’s securities) that cause one or more members of Sohra Peak from time to time to sell all or a portion of their holdings of the Company in open market transactions or otherwise (including
via short sales), buy additional securities (in open market or privately negotiated transactions or otherwise), or trade in options, puts, calls or other derivative instruments relating to some or all of such securities.
To the extent that Sohra Peak discloses information about its position or economic interest in the securities of the Company in the Materials, it is subject to change and Sohra Peak expressly disclaims any
obligation to update such information.

•

The Materials contain forward-looking statements. All statements contained herein that are not clearly historical in nature or that necessarily depend on future events are forward-looking, and the words
“anticipate,” “believe,” “expect,” “potential,” “opportunity,” “estimate,” “plan,” “may,” “will,” “projects,” “targets,” “forecasts,” “seeks,” “could,” and similar expressions are generally intended to identify forwardlooking statements. The projected results and statements contained herein that are not historical facts are based on current expectations, speak only as of the date of the Materials and involve risks, uncertainties
and other factors that may cause actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by such projected results and
statements. Assumptions relating to the foregoing involve judgments with respect to, among other things, future economic, competitive and market conditions and future business decisions, all of which are
difficult or impossible to predict accurately and many of which are beyond the control of Sohra Peak. Although Sohra Peak believes that the assumptions underlying the projected results or forward-looking
statements are reasonable as of the date of the Materials, any of the assumptions could be inaccurate and therefore, there can be no assurance that the projected results or forward-looking statements included
herein will prove to be accurate. In light of the significant uncertainties inherent in the projected results and forward-looking statements included herein, the inclusion of such information should not be regarded
as a representation as to future results or that the objectives and strategic initiatives expressed or implied by such projected results and forward-looking statements will be achieved. Sohra Peak will not undertake
and specifically declines any obligation to disclose the results of any revisions that may be made to any projected results or forward-looking statements herein to reflect events or circumstances after the date of
such projected results or statements or to reflect the occurrence of anticipated or unanticipated events.

•

Unless otherwise indicated herein, Sohra Peak has not sought or obtained consent from any third party to use any statements, photos or information indicated herein as having been obtained or derived from
statements made or published by third parties. Any such statements or information should not be viewed as indicating the support of such third party for the views expressed herein. No warranty is made as to
the accuracy of data or information obtained or derived from filings made with the GPW by the Company or from any third-party source. All trade names, trademarks, service marks, and logos herein are the
property of their respective owners who retain all proprietary rights over their use.
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Executive Summary
• Dino Polska (“Dino”) is a Polish grocery chain founded in 1999 by Chairman Tomasz Biernacki.
• Dino has been Poland’s fastest growing supermarket chain over the past decade. Since 2010, store count has grown
from 111 to 1,880, a +28.6% CAGR. Since Dino’s earliest available financials in 2014, sales have grown at a +30.2%
CAGR and EPS at a +42.9% CAGR.
• Dino consistently earns high ROIC, ROE rooted in strong store-level economics. TTM ROIC of 20.2% and ROE of 30.0%.
• In recent years, smaller, more convenient store formats such as Dino’s have been plundering market share from
“traditional” mom and pops and large format grocery chains, which continues to be an industry tailwind for Dino.
• 80% of Poland’s population lives outside of large cities in rural towns, suburban towns, and city outskirts. Dino’s stores
are located in these “small-town” geographies and target this 80% segment of the Polish population.
(Source: Photo taken by Jonathan A. Cukierwar in Reguły, Poland, March 2022)
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Key Statistics

• Dino’s competitive moat is predicated upon a confluence of elements in our view: lowest grocery prices in Poland, full
assortment of groceries, the only grocer to own nearly all its real estate and construct its own stores, lowest customer
catchment area among full assortment grocers, and long-term oriented management. Most essentially, on average, we
find Dino is able to locate its stores closer to its customers than any other full assortment grocer in Poland.

Stock Price, 5/11/2022

292.00 zł

EPS, TTM

8.68 zł

ADV 3 Mo., MM, USD

$17.1

P/E, TTM

33.6x

USD/PLN FX Rate

4.45

ROIC, TTM

20.2%

• For a handful of structural reasons, no competitors have replicated Dino’s business model, and Sohra Peak believes
any new or existing entrants attempting to do so would be at a serious disadvantage.

Market Cap, MM, USD

$6,435

ROE, TTM

30.0%

• Dino has built 1,700+ stores to date and since 2007 hasn’t had to close a single store, suggesting a 100% success rate.

TEV, MM, USD

$6,777

Store CAGR, 7-Yr

23.7%

• Domestic TAM of 11,502 stores by our estimates or >6x today’s count of 1,880, which does not include potential longterm international expansion into neighboring countries and other ancillary revenue stream optionality.

Net Debt, MM, USD

$342

Sales CAGR, 7-Yr

30.2%

Net Debt / EBITDA

1.03x

EPS CAGR, 7-Yr

42.9%

• #1 convenience, #1 price, and full assortment altogether has proven to be a winning value proposition for Dino’s
customers who are typically price conscious and shop for groceries multiple times per week.

• Founder & Chairman owns 51% of the business. Management annually reinvests ~100% of operating cash flows into
organic expansion at a high ROIC. History of optimal capital allocation includes no dividends, no dilution, and no M&A.
• Valuation: Price/”Mature State Owner’s Earnings” of 28x in 2021A and 6x in 2028E per our estimates
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01
Background on the Polish Grocery Landscape

Thriving Economy after Fall of Communism
Since Poland’s 1990 fall of communism in favor of today’s republic, its economy has flourished
• From 1990 through 2019, GDP per capita grew from $1,731 USD to $15,695 USD at a 7.9% CAGR, one of the
fastest rates globally during that period.1
› This recent introduction of capitalism meant that much of the product innovation and rising standards of
living we have experienced in the U.S. over the past century were starting from scratch in Poland in 1990.
› Many industry giants in Poland today either entered or were founded in the 1990s. Dino was founded in
1999. Most of its major competitors, mainly international grocery and retail conglomerates, entered
Poland during the 1990s.
• Poland’s population of ~38MM people has remained stable over the past 30 years, as visible in the graph below.

Despite improving conditions, the average Pole still experiences a limited standard of living

Year Founded /
Grocery Chain

Category

Stokrotka

Large Supermarket

1994

Netto

Discounter

1995

Delikatesy Centrum

Proximity Supermarket

1996

Auchan

Hypermarket

1996

Biedronka

Discounter

1997

Carrefour

Hypermarket

1997

Polomarket

Proximity Supermarket

1997

Zabka

Convenience

1998

Dino Polska

Proximity Supermarket

1999

Lewiatan

Soft Franchise

1999

Kaufland

Hypermarket

2001

Lidl

Discounter

2002

Aldi

Discounter

2008

Entered Poland

• Measured by purchasing power parity, the average Pole’s standard of living is 54% that of the average
American’s.5 As a result, most Poles engage in little discretionary spending and are price conscious when
shopping for consumer goods, including groceries.
Poland’s Population by Year
39,000,000
38,000,000
37,000,000

Population
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High Rural & Suburban Inhabitance Rate
80.1% of Poland’s population lives outside large cities in rural & suburban areas
01.

02.

03.

04.

39.9% of the
population lives in
rural areas, defined by
small populations and
low density population
grids.7

40.2% of the
population lives in
small- and mediumsized towns and in
urban outskirts with
populations under
200,000. 7

The difference in share
between urban and
rural inhabitance has
remained constant
over recent decades,
with a slight trend
towards ruralization.6

Understanding these
demographics is
important because
grocers execute
different strategies
based on population
magnitude & density.

GMINY ZAMIESZKANE PRZEZ LUDNOSC WIEJZKA
Stan w dniu 31 XII
GMINAS AND RURAL POPULATION
As of 31 XII

TABL. 15 (143).

GRUPY GMIN WEDLUG
LICZBY LUDNOSCI
WIEJSKIEJ
GROUPS OF GMINAS BY
NUMBER OF RURAL
POPULATION
OGOLEM……………………
TOTAL……………………………….
Ponizej 2000……………………..
Below
2000-4999………………………...
5000-6999………………………...
7000-9999………………………...
10000 I wiecej and more…..

2010
2017
gminya
gminasa

2015

2016
Ludnosc na wsib

2017

2010

2017

rural populationb
w % ogolu ludnosci
In % of total population

w tys. In thous.

2176

15100,8

15270,8

15303,5

15324,3

39,2

39,9

38

45,9

53,1

52,7

57,5

0,1

0,1

764
553
431
390

2859,3
3396,6
3798,9
5000,0

2901,7
3299,0
3664,0
5353,1

2917,1
3288,9
3587,1
5457,6

2906,5
3287,0
3574,4
5498,9

7,5
8,9
9,9
13,1

7,6
8,6
9,3
14,3

a Wiejskie i miejsko-wiejskie. b Na podstawie bilansow; w 2010 r. wedlug podzialu administracyjnego obowiazujacego w dniu 31 XII 2011
r.
a Rural and urban-rural gminas. b Based on balances; in 2010 according to the administrative division valid as of 30 XII 2011.

million

Chart 2. Urban and Rural Population in 1946-2019

MIASTA I LUDNOSC W MIASTACH
Stan w dniu 31 XII
TOWNS AND URBAN POPULATION
As of 31 XII

TABL. 13 (141).

40

Total

35

GRUPY MIAST WEDLUG
LICZBY LUDNOSCI
GROUPS OF TOWNS BY
NUMBER OF POPULATION

30

Rural
areas

OGOLEM……………………
TOTAL……………………………….
Ponizej 5000……………………..
Below
5000-9999………………………..
10000-19999…………………….
20000-49999…………………….
50000-99999…………………….
100000-199999………………...
200000 I wiecej and more...

20

10
5
1946 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2019

2015

2016
ludnosc w

miastacha

2017

2010

2017

urban populationa

w % ogolu ludnosci
In % of total population

w tys. In thous.

25

15

Urban
areas

2010
2017
Miasta
towns

923

23429,1

23166,4

23129,5

23109,3

60,8

60,1

339

967,1

994,1

1007,6

1018,5

2,5

2,7

179
187
134
45
23
16

1331,5
2706,6
4250,6
3260,5
3014,3
7897,9

1258,8
2729,4
4161,9
3199,3
3176,4
7646,6

1282,3
2700,7
4184,3
3138,7
3167,7
7648,3

1273,8
2713,0
4258,5
3030,5
3169,7
7645,3

3,5
7,0
11,0
8,5
7,8
20,5

3,3
7,1
11,1
7,9
8,2
19,9

a Na podstawie biansow; w 2010 r. wedlug podzialu administracyjnego obowiazujacego w dniu 32 XII 2011 r.
a Based on balances; in 2010 according to the administrative division valid as 31 XII 2011.
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City vs. Non-City Grocery Store Differences
The grocery experience for the 20% of Poland living in dense, large cities is different than the grocery experience for the 80% living in rural areas and suburbs18
• The inner-city grocery experience is defined by:
› Low standardization of store formats: each store conforms to the unique layout of its rental site (e.g.: 10 Biedronka stores in a city center have 10 unique layouts).18
› Higher grocery prices: higher rent costs and +30% higher average wage costs needed to pay employee salaries get passed along to the consumer.18
› Higher frequency of affluent, non-staple food products: city residents are wealthier, less price sensitive, and more likely to buy non-staple groceries (e.g.: more likely to purchase
a ready-made sushi dinner for 20 zł). Grocery stores located in city centers adjust their assortments accordingly.18
• The rural and suburban grocery experience is defined by:

› Higher standardization of store formats: higher availability and similarity of real estate allows grocers to fit out stores that look and feel more similar to each other.
› Lower grocery prices: lower rent costs, lower average wage costs, and lower consumer affluence result in lower grocery prices.18
› Higher frequency of staple grocery products: because these consumers are more price sensitive than their inner-city counterparts, they are less likely to purchase non-essential
groceries and pay closer attention to price, based on our findings.18

Biedronka in Warsaw Central Train Station. Unique signage.
(Source: Photo taken by Jonathan A. Cukierwar, March 2022)

Biedronka in Wrocław city center. Rented store. Unique Layout.
(Source: Photo taken by Jonathan A. Cukierwar, March 2022)

Biedronka in Strzelce Opolskie. Population: 17,900. Small town.
(Source: Google Maps)
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Grocery Industry Trending Towards Convenience
Small format grocery chains have been plundering market share from “traditional” mom and pop stores and larger format grocery chains
• Grocers are differentiated by store format size, breadth of grocery offering, price point, proximity to customer, and decision to franchise.
• ~100,000 grocery stores operate in Poland today, down from 166,000 in 2010.9,18 Smaller, nimbler formats including discounters, proximity supermarkets, soft franchises, and
convenience stores have been winning huge market share from “traditional” mom and pop stores and to a lesser extent from larger format hypermarkets and large supermarkets.18

• Although the various small format chains differ in value proposition, the common thread among them is convenience. With more small format stores opening across all of Poland,
Poles are opting for convenient grocery experiences instead of traveling farther distances to centralized, large format stores.
• In particular, discounters have been the biggest market share beneficiaries by offering mostly-full assortments at lower prices than typical large format stores. While large format
supermarkets and hypermarkets offer an unmatched breadth of grocery assortment, consumers are evidently placing higher value on convenience and price.
›

“Over 60% of Polish customers usually shop in discount stores, supermarkets and small local shops. Moreover, 88% of Poles say they have go-to products, while only 12% of Poles decide at
the shelves, suggesting that a product range has become unnecessary.” – SW Research, Market and Opinion Research Agency10
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“Traditional” Mom and Pops have been Losing Market Share Rapidly
“Traditional” mom and pop grocers have been the industry’s biggest
losers over the past decade… by a wide margin9

Traditional Grocery Store:

• The two most common reasons for mom and pop closures, in our view:
› Lack of store owner succession. Many of these stores were opened during the
1990s and 2000s. Children of aging owners aren’t eager to succeed parents.18

› Modern grocery chains typically offer: better selection; lower prices; free,
convenient parking; and nicer stores. Mom and pops can’t compete.18
• We believe mom and pops will continue to be market share donors for the
foreseeable future. Industry net store count has been declining 2-3% annually.18
Outside of mom and pop store in Wrocław.
(Source: Photo taken by Jonathan A. Cukierwar)

Inside of mom and pop store in Wrocław.
(Source: Photo taken by Jonathan A. Cukierwar)

Modern Grocery Store:

Outside of Biedronka store in Wrocław.
(Source: Photos taken by Jonathan A. Cukierwar)

Inside of Biedronka store in Wrocław.
(Source: Photos taken by Jonathan A. Cukierwar)
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Large Supermarkets are Exiting or Pivoting towards Smaller Formats
• Tesco, a large supermarket and Poland’s third-largest grocer by sales back in 2015, exited the market entirely in 2020 as a “consequence of these trends [towards smaller
stores and simpler product ranges],” according to Tesco.10
• Carrefour, a multi-national retail giant with a heavy hypermarket and large supermarket footprint in Poland, has invested heavily in renovating its supermarkets and
developing smaller local franchises under the Carrefour Express brand, of which it now has over 700.10
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02
Breaking Down Dino’s Business Model

Poland’s Fastest-Growing Grocer
EPS and Share Price History

Dino Polska was founded in 1999 by current Chairman Tomasz Biernacki at 26 years old
• Dino is a proximity supermarket chain operating exclusively in Poland. A proximity supermarket is defined by its small
store format of 200-500 m2 (~2,000-5,000 ft2), its full assortment grocery offering, and its closer proximity to
consumers than larger format grocery stores. Unique to proximity supermarkets, Dino also benchmarks its prices to
“discounter” grocery chains which by definition means Dino offers the lowest grocery prices in Poland.
• In 2010, with 111 stores under operation, founder Tomasz sought outside capital to accelerate Dino’s expansion and
to pivot its store strategy to owning each store’s land, constructing the stores themselves, and standardizing store
formats. He issued a 49% stake of Dino to private equity firm Enterprise Investors in exchange for 200 million złoty.2
• In 2017, Enterprise Investors sought to exit its position. Dino concluded that an IPO would be the most feasible
solution. In April 2017, Dino listed on the Warsaw Stock Exchange at 34.5 złoty per share, with all shares listed directly
from Enterprise Investors.3 There was no equity issuance, suggesting Dino did not need additional capital.
• Mr. Biernacki retains a 51% ownership stake and is active in running Dino. Sohra Peak finds Mr. Biernacki to be an
impressive operator with an unusually long-term horizon in his capital allocation and operating decisions.18

9.00 zł

8.21 zł 400 zł

8.00 zł
6.57 zł

7.00 zł
6.00 zł

350 zł
300 zł

250 zł

5.00 zł

4.19 zł

4.00 zł

3.14 zł

3.00 zł

2.18 zł
1.54 zł
2.00 zł
1.25 zł
0.67 zł
1.00 zł

200 zł
150 zł
100 zł
50 zł

0.00 zł

0 zł
2014 2015 2016 2017 2018 2019 2020 2021
EPS

Share Price

• Dino’s grocery strategy is tailored towards the 80% of the population living in rural and suburban Poland.
• Dino has been Poland’s fastest growing grocery chain of any kind over the past decade, including outpacing all other
proximity supermarkets. Dino has never made an acquisition and we believe has no plans to pursue M&A.12,18
• $1 invested in Dino Polska in 2010 would be worth $70 today.11
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Consistent Growth and Margin Improvement
• History of consistent net revenue per store growth driven by network maturation and strong like-for-like sales growth.8
• History of consistent margin expansion as a result of improved bargaining power with suppliers and efficiency gains.8
• Margin decline in 2021 was due to new federal “Turnover Tax” equivalent to ~1.4% of sales. Adjusting for this, margins would have improved across the board.

Annual Sales per Average Store

Gross Margin

10,000,000

26.0%

8,000,000
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6,000,000
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Owning & Constructing Every Store since 2010
Since 2010, Dino has purchased the real estate plots and built the structures for ~100% of its new stores8
• When Founder Mr. Biernacki sought external capital in 2010, he not only wanted to accelerate Dino’s expansion but also believed his company should pivot from renting real estate to buying
land plots and constructing every one of his stores from scratch, with rare opportunistic exceptions. The capital infusion allowed him to do this.18
• In 2013, Mr. Biernacki founded Krot-Invest, a company dedicated solely to the construction of Dino stores. We believe that being in control of the construction of Dino’s stores brings Mr.
Biernacki the advantages of speeding up the building process, eliminating negotiating friction with external construction companies, eliminating lawsuits brought by injured third-party
construction workers, and helping to ensure new stores smoothly follow the standard Dino store 400 m2 blueprint.18
• Today, we estimate Dino owns ~95% of its stores and rents ~5%. We estimate that most of its rented stores are legacy pre-2010 stores before Dino had the capital to begin building its own.
• As of 2018, Dino no longer has any franchised stores.8
• The time span between locating a land plot and store opening is typically up to 2 years.8

› Obtaining a building permit typically takes up to 17 months and construction typically takes 6-7 months.8
› Dino therefore should have visibility into store count up to 2 years into the future.
› Each year since 2014, Dino has accelerated its number of new stores opened by an average annual rate of +22%
over the prior year.8
• Dino’s owned-stores are close to 100% standardized. They are each ~400 m2 in size, carry identical SKU categories, and are
arranged similarly.8,18

Construction of a Dino store in Cedynia, Poland. (Source: Google Images)

We believe that an exceptionally high level of store standardization allows Dino to predict an owned-store’s revenues and profits with a higher degree of accuracy
than any competitor. We find this to be a tremendous advantage because:
• Dino is the only grocery chain in Poland that owns the real estate of, and that has constructed, anywhere close to all of its stores, to our knowledge. Other chains heavily lease.18
• Dino’s stores are the most standardized among all Polish grocery chains which suggests having the highest level of store performance predictability.18
• Having the highest level of predictability of store performance among competitors maximizes efficiency in our opinion and allows Dino to focus more time on other matters.
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Owning Real Estate is Less Expensive Financially than Leasing
In addition to the strategic advantages of owning and constructing stores, we also believe it is a financial advantage for Dino to own rather than lease
• Our breakeven comparison below shows that, at year 7 and beyond, owning and constructing is a less expensive financial obligation than leasing. Measured in NPV terms using
reasonable discount rates, our estimated breakeven period does not go beyond 9 years. The operator’s store must be in business for at least this duration for owning to be logical.18
• We expect Dino’s stores to last for many decades, with maintenance. Dino has never had to close any owned-stores since 2007, we believe because of an impeccable track record of
strong, consistent performance across its standardized store base.8,18
• Most retailers routinely close select stores because of poor performance. Leasing thus may make more sense for Dino’s non-standardized competitors who can’t predict store
performance as well as Dino can. This provides Dino with a sustainable financial advantage. This also underscores the importance Dino’s standardized, repeatable store format.

Per-Store Sales, 2022 Cohort
Sales per Month
Sales per Year

Yr. 0
392,930 zł
4,715,164 zł

Yr. 1
475,259 zł
5,703,103 zł

Yr. 2
574,837 zł
6,898,039 zł

Yr. 3
674,415 zł
8,092,975 zł

Yr. 4
721,624 zł
8,659,483 zł

Yr. 5
757,705 zł
9,092,457 zł

Yr. 6
788,013 zł
9,456,156 zł

Yr. 7
811,653 zł
9,739,840 zł

Yr. 8
836,003 zł
10,032,036 zł

Yr. 9
861,083 zł
10,332,997 zł

Yr. 10
886,916 zł
10,642,987 zł

Lease Route
Lease Expense as a % of Sales
Lease Expense

3.0%

3.0%
-171,093 zł

3.0%
-206,941 zł

3.0%
-242,789 zł

3.0%
-259,784 zł

3.0%
-272,774 zł

3.0%
-283,685 zł

3.0%
-292,195 zł

3.0%
-300,961 zł

3.0%
-309,990 zł

3.0%
-319,290 zł

Store Buildout Cost per m2

-2,743 zł
400

Sq. Mt. of Dino stores
Buildout Expense per Dino Store
Total Expenses

-1,097,200 zł
-1,097,200 zł

-171,093 zł

-206,941 zł

-242,789 zł

-259,784 zł

-272,774 zł

-283,685 zł

-292,195 zł

-300,961 zł

-309,990 zł

-319,290 zł

Cumulative Expenses

-1,097,200 zł

-1,268,293 zł

-1,475,234 zł

-1,718,024 zł

-1,977,808 zł

-2,250,582 zł

-2,534,266 zł

-2,826,462 zł

-3,127,423 zł

-3,437,413 zł

-3,756,702 zł

-2,500,000 zł

-28,903 zł
-28,903 zł

-30,349 zł
-30,349 zł

-31,563 zł
-31,563 zł

-32,509 zł
-32,509 zł

-33,485 zł
-33,485 zł

-34,489 zł
-34,489 zł

-35,524 zł
-35,524 zł

-36,590 zł
-36,590 zł

-37,687 zł
-37,687 zł

-38,818 zł
-38,818 zł

Cumulative Expenses

-2,500,000 zł

-2,528,903 zł

-2,559,252 zł

-2,590,815 zł

-2,623,324 zł

-2,656,809 zł

-2,691,298 zł

-2,726,822 zł

-2,763,412 zł

-2,801,099 zł

-2,839,917 zł

Breakeven Comparison
Cumulative Expenses, Lease
Cumulative Expenses, Own

Yr. 0
-1,097,200 zł
-2,500,000 zł

Yr. 1
-1,268,293 zł
-2,528,903 zł

Yr. 2
-1,475,234 zł
-2,559,252 zł

Yr. 3
-1,718,024 zł
-2,590,815 zł

Yr. 4
-1,977,808 zł
-2,623,324 zł

Yr. 5
-2,250,582 zł
-2,656,809 zł

Yr. 6
-2,534,266 zł
-2,691,298 zł

Yr. 7
-2,826,462 zł
-2,726,822 zł

Yr. 8
-3,127,423 zł
-2,763,412 zł

Yr. 9
-3,437,413 zł
-2,801,099 zł

Yr. 10
-3,756,702 zł
-2,839,917 zł

"Build and Own" less "Lease"

-1,402,800 zł

-1,260,610 zł

-1,084,018 zł

-872,791 zł

-645,516 zł

-406,227 zł

-157,032 zł

+99,639 zł

+364,011 zł

+636,313 zł

+916,785 zł

Own Route
Land Plot Purchase and Construction
Annual Maintenance CapEx
Total Expenses

-2,500,000 zł
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Full Assortment Offering of Grocery Staples
Dino’s groceries cover 90-100% of the average rural or suburban Pole’s grocery needs. Dino’s assortment is tailored towards the 80% of Poles that are less
affluent and less adventurous than the typical city shopper
• Dino offers 5,000 SKUs in its stores.8
• 85-90% are grocery products and 10-15% are non-food products (e.g.: detergent, pet food, cosmetics).8
• Dino’s groceries are, in the company’s words, “mainly basic food products,” or a strong focus on providing grocery staples.8,18
› E.g.: bread, rolls, milk, eggs, flour, sugar, fresh fruits, butter, cereal, cold cuts, cheeses, meats, cooking oils, sodas, frozen
foods, instant coffee, etc.
• The average Dino shopper spends ~10 minutes per grocery trip, based on our research. They know exactly what they need and know
where to find it. They are not adventurous grocery shoppers.18
• Most small-format convenient grocery alternatives, particularly convenience stores, lack a full assortment offering of grocery staples.
During our store visits in Poland, we found that convenience stores, soft franchises, and mom and pops consistently lacked a
significant number of basic grocery staples.18

Dino store in Krotoszyn, Poland
(Source: Photo taken by Jonathan A. Cukierwar)

Dino store in Krotoszyn, Poland
(Source: Photo taken by Jonathan A. Cukierwar)

Dino store in Krotoszyn, Poland
(Source: Photo taken by Jonathan A. Cukierwar)

Dino store in Krotoszyn, Poland
(Source: Photo taken by Jonathan A. Cukierwar)

Dino store in Reguły, Poland
(Source: Photo taken by Jonathan A. Cukierwar)
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Lowest Priced Groceries in Poland
Dino’s groceries are always the lowest priced, or in a tie for the lowest priced, available locally to the customer because of Dino’s price-benchmark policy
• A key element of management’s strategy is to benchmark the prices of 500 of Dino’s top-selling grocery SKUs to prices offered by discounter grocery chains, whose main value
proposition is to offer the cheapest groceries among all Polish grocery chains. These prices are updated weekly.8
• 57% of Dino’s stores are <5 years old.8 During our store visits, we found Dino stores to be well-maintained and providing shoppers with no lack of dignity, which is important, as they
shop their neighborhood’s lowest priced grocery store.18

Dino’s solution is to offer customers regional brands of similar quality and at equal or better prices to the discounters’ multi-national and private label brands
• This is an important nuance to understand, in our view, about Dino’s benchmarking-to-discounters pricing strategy across all of its grocery categories.
• Dino does not match prices for specific SKUs, because the majority of discounters’ products are multi-national or private label brands.
› Dino cannot offer the discounters’ private label brands because they are exclusive, and cannot price match multi-national brands because the discounters’ parents belong to
global trade groups who receive meaningful discounts on multi-national products.18
• Rather, offering regional, quality brands at low prices has been Dino’s winning solution because Dino’s target customer cares more about quality at a low price than multi-national
branding at a high price, leading them to be quite content with Dino’s offering.
› Only 28% of Polish grocery shoppers consider brand to be important.17
› Across the country, Dino carries up to dozens of different brands for the same exact grocery product because it deals with 100s of local and regional suppliers. Given all stores
are likely high-performers, this serves as strong evidence to us that customers care more about quality at a low price than branding.18
› Based on our research, up to 50% of Biedronka’s sales are from their private label products, suggesting Poles nationwide prioritize price over brand.18
• Dino does offer multi-national brands in its stores, but they are usually priced higher than equivalent SKUs at discounters.18
› Our store visits confirmed this. We found multi-national brand SKUs to be priced +0-30% higher at Dino stores than at nearby discounter stores.18
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Lowest Priced Groceries in Poland
Channel Check Example: Multi-National Brand
More expensive at Dino vs. Biedronka
Nescafé instant coffee 100g, Dino 14.49 zł vs. Biedronka 11.99 zł

Dino store in Wrocław
(Source: Photo, Jonathan A. Cukierwar)

Biedronka store in Wrocław
(Source: Photo, Jonathan A. Cukierwar)

Channel Check Example: Regional Brand
Slightly cheaper at Dino vs. Biedronka
MK Café instant coffee per 1kg, Dino 45.44 zł vs. Biedronka 49.99 zł

Dino store in Wrocław
(Source: Photo, Jonathan A. Cukierwar)

Biedronka store in Wrocław
(Source: Photo, Jonathan A. Cukierwar)

Biedronka store in Wrocław
(Source: Photo, Jonathan A. Cukierwar)
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Lowest Priced Groceries in Poland
In March 2022, we traveled to Poland and conducted like-for-like price comparisons in 38 grocery stores across 12 chains.
Our findings confirmed that across a 7-item basket of grocery staples, Dino offered the lowest average prices, followed by discounters.
Also notably, Dino’s prices were on average much cheaper than its proximity supermarket competitors.
Grocery Chain, Averaged

Grocer Category

Dino, Benchmark

Proximity Supermarket

Kaufland

Hypermarket

Lidl
Netto

Bananas

Milk

Eggs

Instant Coffee, Café Prima

Bread, Cheapest Loaf

Sugar

Chicken Drumsticks

0%

0%

0%

0%

0%

0%

0%

0%

-17%

-3%

-1%

-18%

-12%

-9%

+5%

-2%

Discounter

-1%

-1%

-1%

N/A

+3%

-24%

+0%

-3%

Discounter

-10%

-8%

-3%

-25%

-10%

-50%

-17%

-5%

Biedronka

Discounter

-31%

-13%

-20%

-23%

-21%

-35%

-7%

-5%

Polomarket

Proximity Supermarket

-13%

-5%

-1%

-9%

+1%

-40%

+13%

-7%

Auchan

Hypermarket

-38%

-14%

-6%

-20%

-21%

-25%

-8%

-8%

Stokrotka

Large Supermarket

-13%

-6%

-3%

N/A

+5%

+0%

+0%

-9%

Carrefour

Large Supermarket

-1%

-4%

-6%

-15%

+17%

-25%

+0%

-17%

Lewiatan

Soft Franchise

-13%

-4%

-11%

-15%

+17%

-25%

+0%

-19%

Delikatesy Centrum

Proximity Supermarket

-13%

-11%

-1%

-8%

-28%

+0%

+0%

-21%

Żabka

Convenience Store

-27%

-35%

-6%

-30%

-13%

N/A

N/A

-22%

Grocery Chain, Price Rank

Grocer Category

Bananas

Milk

Eggs

Instant Coffee, Café Prima

Bread, Cheapest Loaf

Sugar

Chicken Drumsticks

Average Rank

Dino

Proximity Supermarket

1

1

1

1

6

2

4

2.3

Biedronka

Discounter

2

2

4

4

4

5

6

3.9

Lidl

Discounter

6

7

6

N/A

3

1

3

4.3

Kaufland

Hypermarket

5

6

2

3

5

10

1

4.6

Netto

Discounter

3

4

8

5

1

7

7

5.0

Auchan

Hypermarket

9

3

3

7

8

4

2

5.1

Stokrotka

Large Supermarket

7

9

5

2

12

3

5

6.1

Polomarket

Proximity Supermarket

8

5

11

6

2

8

8

6.9

Carrefour

Large Supermarket

4

8

7

10

7

11

11

8.3

Lewiatan

Convenience Store

12

11

9

8

11

6

10

9.6

Delikatesy Centrum

Proximity Supermarket

11

10

12

9

10

9

9

10.0

Żabka

Convenience Store

10

12

10

11

9

N/A

N/A

10.4

Average
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Fresh Traditional Meat Counter
Dino’s stores are each equipped with a fresh traditional meat counter
as part of its full assortment grocery offering
• These fresh meat counters are considered “traditional” because pork and chicken are
longstanding staples of the Polish diet.
› 27% of Poles consume meat daily and 44% consume meat several times per
week, according to a 2014 research study by the Warsaw University of Life
Sciences.15
• Dino is 100% owner of vertically integrated meat processing plant Agro-Rydzyna as a
result of the founder’s specialized knowledge in the meat processing industry.8
› Agro-Rydzyna was founded in 1992 by Mr. Biernacki’s family members. It was
among Poland’s earliest private meat processing companies.18

› Mr. Biernacki’s exposure to his family’s meat processing business and the
resulting expertise appears to have been relevant and beneficial to Dino.
• Full control over their stores’ fresh meat supply we believe gives Dino advantages of
higher coordination efficiency and higher fresh meat margins because of lower
spoilage rates.18
• Discounter grocery stores, Dino’s main competitors, do not have fresh traditional
meat counters. They sell packaged meat.
› According to a 2015 study from the Journal of Agribusiness and Rural
Development, some Poles fear that packaged meat in large grocery chains is of
defective quality or is dangerous to their health.36

Left: Fresh traditional meat counter in Dino store. Right: Packaged meat fridge in Biedronka store.
(Source: Photo taken by Jonathan A. Cukierwar, March 2022)
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Excellent Store-Level Economics
Based on our estimates, a Dino store generates a pre-tax IRR of 20.5% and strong returns on invested capital18
• A store reaches maturity after approximately 3 years.8
• Initial CapEx includes costs to buy the land plot and build the Dino store in its entirety. Maintenance CapEx of ~160k zł is necessary every 6 years for store refresh.8

• Accounting depreciation expense based on a straight-line 40-year depreciation schedule overstates economic depreciation cost of store. We adjust for this discrepancy.8

Dino, Single-Store Economics
(figures in MM)
Initial CapEx, Store Construction
Revenue
Gross Margin
Operating Expense as a % of Sales
Operating Margin
Operating Income

Year 0
(2.89)

Add: D&A, 40 Year Dep. Schedule
Subtract: Maintenance CapEx
Pre-Tax Income
Pre-Tax IRR
Effective Tax Rate
Net Operating Profit After Tax
Invested Capital
Return on Invested Capital

Year 1

Year 2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Year 9

Year 10

5.70
25.0%
-22.4%
2.6%
0.15

6.90
25.1%
-19.8%
5.3%
0.37

8.09
25.2%
-17.2%
8.0%
0.65

8.66
25.3%
-17.2%
8.1%
0.70

9.09
25.4%
-17.1%
8.3%
0.75

9.46
25.5%
-17.1%
8.4%
0.80

9.74
25.6%
-17.0%
8.6%
0.84

10.03
25.7%
-17.0%
8.7%
0.88

10.33
25.8%
-16.9%
8.9%
0.92

10.64
25.9%
-16.9%
9.0%
0.96

0.07
(0.03)

0.07
(0.03)

0.07
(0.03)

0.07
(0.03)

0.07
(0.03)

0.07
(0.03)

0.07
(0.04)

0.07
(0.04)

0.07
(0.04)

0.07
(0.04)

0.19

0.41

0.69

0.74

0.79

0.84

0.87

0.91

0.95

1.00

19.0%
0.16

19.0%
0.34

19.0%
0.56

19.0%
0.61

19.0%
0.65

19.0%
0.68

19.0%
0.71

19.0%
0.75

19.0%
0.78

19.0%
0.81

2.92

2.95

2.98

3.01

3.05

3.08

3.12

3.15

3.19

3.23

5.6%

11.5%

19.0%

20.4%

21.4%

22.3%

23.0%

23.8%

24.5%

25.3%

20.5%

-3 zł
2.89
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Low Store Catchment Area of 2,500 Inhabitants
Dino’s small 400 m2 store format allows its stores to achieve their results under minimum catchment areas of 2,500 people living within a 2 km radius8
• A catchment area in this context is the number of people within a given proximity of the grocery store that the store needs to achieve its economic targets.
• According to Dino, its strategy is to focus on the 2,500+ inhabitants that live within a 2 km radius of a store, emphasizing the importance of convenience.8

• This is considerably lower than catchment areas and distances for large format competitors because their larger stores require higher sales volumes across bigger populations to
achieve satisfactory profits.
• Discounters typically have store formats of >1,000 m2 and require catchment areas of 10,000-30,000 people, but over greater catchment distances.18

› Unlike Dino, who spends ~0.2% of sales on advertising, discounters advertise much more heavily and have country-leading brand recognition. We believe these factors explain
their larger catchment distances, by attracting shoppers from farther distances who recognize the chain or are willing to drive to take advantage of advertised sales.18,27
› Biedronka is an exception as the only large discounter chain with small-format stores. Biedronka’s 3,250 store chain carries an average store count of ~700 m2 which likely
includes many 400 m2, 500 m2, and 600 m2 stores. This is a crucial data point which we will revisit later in this presentation.

Although Dino and discounters, Dino’s main competition, share similar elements of
lowest grocery prices and a full assortment offering, we believe that Dino’s
meaningfully lower catchment area is at the crux of its competitive moat. It allows
Dino to open stores closer to consumers than its larger-format, more centrally-located
competitors. This helps Dino win on the 3rd essential customer consideration:
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03
Why Dino will Continue to Win

Why Dino will Continue to Win
I.

Price, convenience, and selection are paramount to the grocery consumer value proposition

II.

Dino is #1 in our view in combining all three grocery value proposition elements in small-town Poland

III.

Small-format competition to Dino has already existed for many years, namely from discounter Biedronka, yet
Dino’s stores have still performed strongly, suggesting little concern for future competition

IV.

Barriers to entry: Why we believe it would be difficult to build the next Dino, and why nobody has done it

V.

High-quality management team: Proven, aligned, and long-term oriented which should maximize Dino’s
probability of future success
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I.

Price, Convenience, & Selection are
Paramount to the Grocery Consumer
Although universal criteria, we establish that price, convenience, and selection are the three elements most important to the grocery consumer

01. Price

02. Convenience

• Consumers prioritize low prices.

• Consumers prioritize convenience.

• This applies particularly in rural and suburban
Poland, where consumers are significantly
more price sensitive than city shoppers.

• This particularly applies in rural and suburban
Poland, where store density is lower and less
likely to be within walking distance.

• 51% of Polish grocery shoppers indicated
favorable product prices as the #1
consideration when choosing their primary
grocery store.19

• 73% of Poles indicated convenient location as
the #1 factor that determines whether they
will shop at any given grocery store.20

03. Selection
• Consumers prioritize a full grocery selection
and availability of fresh products.
• Small selection of products is the other 1 of
the 2 most common reasons that discourage
Poles from shopping at a given grocery
store.20

• High prices are 1 of the 2 most common
reasons that discourage Poles from shopping
at a given grocery store.20
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment
Grocery Format

We are now going to
establish why we believe Dino
wins on convenience, too

Convenience

Full Assortment Selection

Fresh Meat Counter

✔
️

✔
️

✔
️

✔
️

❌

✔
️

❌

❌

✔
️

❌

✔
️

❌

✔
️

✔
️

✔
️

❌

Proximity Supermarkets (ex-Dino)

❌

✔
️

✔
️

✔
️

Soft Franchise

❌

✔
️

❌

✔
️

Large Supermarkets

❌

❌

✔
️

✔
️

❌

✔
️

❌

✔
️

❌

Convenience Stores

We have already established
why we believe Dino wins on
price and full selection in
small-town Poland

Price

Discounters

Hypermarkets
"Traditional" Mom and Pops

●
✔
️
●
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment
High frequency of grocery trips for the average Pole

Typical Pole’s small fridge cannot physically hold several weeks’ worth of food18

• 95% of Poles shop for groceries at least once per week.14

• The average American’s refrigerator is around 17.5 cubic feet, the world’s largest.21

• 79% of Poles shop for groceries at least 2-3 times per week.14

• The average European’s refrigerator is around 10.0 cubic feet.22

• 37% of Poles shop for groceries “every day or almost every day.”14

• The average Pole’s refrigerator is estimated to be even smaller than the average
European’s, because Poland has the third-most overcrowded living conditions among
all EU countries. This statistic we find reflects smaller housing, including kitchen areas.23

• 50 zł or $11 USD average Dino basket size is light and portable.18

Frequency of Grocery Shopping in Poland, 2021(14)
2%

1%

2%

Every day or almost every day
2-3 times a week

16%

37%

Once a week
2-3 times a month
Once a month

42%

Less than once a month

The high frequency nature of grocery trips in Poland suggests people prefer grocery stores that are within close proximity to their homes
29
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment

Europeans are much more likely than Americans to complete short trips by foot, bicycle, or public transport instead of driving39
Based on our research, small-town Poland is no different, and prefers convenient stores within walking or biking distance18

A research paper published by the Polish Institute of the Built Environment and Spatial Policy
gives us clues as to how far a typical small-town citizen is willing to walk to get their groceries.24
• Although the studies in this paper were conducted in the large city of Łódź (population
672,185), participants were segmented into cohorts by grocery store density, including lowdensity city outskirts that are comparable to, and included in, Dino’s target markets.24
• We believe this paper provides evidence as to why it is a competitive advantage for a full
assortment grocer to be located within walking distance of a given customer.
• We will also demonstrate how Dino is able to locate its stores closer to the average
small-town customer than any competitor and why we believe this is the crux of Dino’s
competitive moat.
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment

We deduce that the longest length of time a rural or suburban inhabitant is willing to walk to obtain groceries
is on average ~27 minutes. We estimate 100% of each Dino store’s target customers live within this range. 18,24
•

According to the paper published by the Polish Institute of the Built Environment and Spatial Policy , the range of pedestrian
walking speeds, excluding children and disabled adults, is between 3.96-6.48 km/hr.24

•

According to table 4 (right), study participants living in the lowest density cohort of grocery stores at <0.05 shops per 1
hectare (ha) are willing to walk up to 27 minutes for their groceries before their trip probability drops by half.
›

“Non-Trading Sundays” refers to the Federal Government’s Sunday Trading Ban currently in effect which disallows most
retail stores, including supermarket chains, from opening with the exception of seven designated Sundays per year.

›

The only grocers allowed to operate on Sundays are mom and pops.26 Per table 4, we find the large drop in willingness to
travel to mom and pops further evidences their disadvantage vs. modern grocery chains.

›

Therefore, we find “Trading Sundays” serve as a good proxy for normal grocery days Monday through Saturday when all
grocery formats are open.

•

To understand density in population terms, we convert Poland’s population of ~38MM people and 100,000 grocery stores to a
ratio of 380:1. This implies a cohort density of 17.48 citizens/ha, or 1,748 citizens/km 2.

•

76.6% of Poland’s population lives in towns with population densities below 1,000 citizens per km2, according to an academic
study conducted by the Polish Academy of Sciences.25 This suggests that the study’s lowest density cohort data can be used as
a proxy for the average rural and suburban Pole’s upper limit of acceptable walking time to a desired grocery store.

•

Using the midpoint walking speed of 5.22 km/hr, the average citizen is willing to walk up to 2.3 km to shop for groceries
before either becoming half as likely to complete the trip or opting to drive.

•

Dino’s stated strategy is to open stores with 2,500+ people living within a 2 km store radius.8 Assuming evenly located home
distribution, we estimate the average person within that radius lives closer to 1 km away from their nearest store. We conclude
that any given Dino store’s target customer lives an average 15 minute walk away.18

(Source: Google Maps)

Unlike main competitors, every Dino store is within the average acceptable walking distance of its target customers = Convenience
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment
Case Study: Krotoszyn, Poland

• Rural town and home of Dino Polska’s HQ. In our view, Krotoszyn serves as the single best case study
source because it represents Dino’s most mature geography, or in other words what the remainder of
Poland can look like in 10+ years at full chain maturity.
• Population: 29,109 / Area: 22.50 km2 / Density: 1,294 inhabitants/km2.

• Dimensions (our estimate): ~5.0 km (L) x ~4.5 km (W).18
• Dino has 11 stores within town borders, each serving an average cluster of 2,646 citizens.
• Each store we comfortably estimate is on average <1 km away from its average target citizen.18
• Using our 5.22 km/hr midpoint walking speed, the average walk is at most 11.5 minutes.
As a reminder, the average Dino basket size is 50 zł or $11 USD, a generally portable basket.18
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment
Case Study: Krotoszyn, Poland

• In contrast to Dino’s decentralized store locations, Dino’s low-priced, full assortment competitors have far higher catchment areas and distances.8,18

• These competitors can profitably enter Krotoszyn, but we find are much more limited in store count and are incentivized to pick a central area.18
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment
This is also how we believe Dino easily wins market share when entering a new town…

• As a hypothetical illustration, Dino has not yet expanded to southeastern town Krasnystaw. Population: 18,630.

• When a new Dino store opens, it immediately becomes the most conveniently located full assortment option for up to a few thousand people.

Lidl has a single,
centrally located
store in small-town
Krasnystaw.

Hypothetical
illustration of Dino’s
eventual store
footprint.

(Source: Google Maps)

(Source: Google Maps)
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II.

Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment
…and how Dino enjoys what we find to be modern-format monopolies in truly rural areas

• Drzewica, Poland. Population: 3,865.

• In such small, low density areas, Dino is the only full assortment competitor with economically viable stores thanks to its low catchment area.
• Importantly as well, the retail rental space necessary for a competitor to open a store simply may not exist, but land is plentiful, and Dino builds it stores.

(Source: Google Maps)
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Winning Value Proposition:
#1 Convenience, #1 Price, and Full Assortment

II.

Therefore…
01

02

03

Dino is structurally and
consistently able to leverage
its 2,500 person catchment
area to open many more
stores than its full
assortment competitors
and locate them much
closer to customers

Full assortment alternatives
usually require customers to
drive and consume gasoline
which is expensive and less
convenient, and convenience
stores and mom and pops can
only offer customers limited
grocery assortments

Dino’s combining of these
elements of convenience and
full assortment, along with
the lowest grocery prices in
Poland, creates an unrivaled
value proposition for Dino’s
customers, in our view
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III.

Dino has Always Faced Strong Small-Format Competition…

The argument that Dino’s competition in small-town Poland has been limited, we believe, is false
For many years, Dino has faced strong small-format competition, namely from one able competitor: Biedronka18
• Based on our conversations with Dino, we have come away with the opinion that there is no competitor, by a wide margin, that Dino respects more than Biedronka.18
• Biedronka is a discounter with the highest brand recognition among all grocery chains in Poland. 27
• Biedronka has 3,250 stores across all geographies in Poland including rural areas, suburban towns, city outskirts, and city centers.18,33
• Biedronka’s average store format size is ~700 m2. This includes 1,000+ m2 formats in/near cities and 400-600+ m2 formats in smaller towns.34 These small-format
Biedronka stores don’t match Dino’s 2,500 person catchment area, but we believe are closer than any other able competitor. 18

• Biedronka is the only discounter with store sizes below 1,000 m2 and close to Dino’s 400 m2 size, although Biedronka’s don’t appear to be standardized.18
• Biedronka, like all discounters, also offers the lowest grocery prices in Poland and a near full assortment selection. 18
• These elements make Biedronka the only other lowest-priced, full assortment grocer in Poland that can locate its stores somewhat as close to customers as Dino.

According to Dino’s 2017 IPO presentation:
• 23% of Dino stores were located within 0.5 km of a Biedronka store.8
• 67% of Dino stores were located within 5 km of a Biedronka store.8

• These data points suggest to us that, even as recently as five years ago, Dino already faced strong competition from Biedronka and has succeeded nonetheless.
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III.

Dino has Always Faced Strong Small-Format Competition…
We conducted a 35-item deep dive price comparison between a Dino store and Biedronka store located 350 meters apart
We found each chain won on price in a fairly even distribution
Dino
Wrocław, Zielińskiego Street
Grocery Item

Brand, Lowest Price Available

Frozen Pierogis, Pierogi Ruski
Bananas
Oranges
Smoked Salmon
Dishwasher Pods
Dishwasher Detergent
Diapers
Instant Coffee
Milk
Cheese, Gouda
Cheese, Salami
Cheese, Krolewski
Cheese, Edamski
Cheese, Podlaski
Frozen French Fries
Sugar
Frozen Pizza
Mayonnaise
Eggs
Red Beans
Pickles
Hamburger Buns
Sliced White Bread Loaf
Rapeseed Oil
Cola Drink
Orange Juice
Pork Neck Boneless
Russian Pork
Chicken Wing, Class A
Chicken Drumstick, Class A
Silesian Sausage
Salami, Slices
Turkey Slices
Roast Beef Slices
Hot Dogs

Kuchnia Smaku
Generic
Generic
Suempol
Fairy
Fairy
Gugu Pants
MK Café
Mleko
Fresh, Sliced at Meat Counter
Fresh, Sliced at Meat Counter
Fresh, Sliced at Meat Counter
Fresh, Sliced at Meat Counter
Fresh, Sliced at Meat Counter
Mroźny Ogród
Diamant
Dr. Oetker
Winary
Jaja Swieze
Dawtona
Warzyw Moc
Dan Cake
Piekarnia Julka
Kaszubski
Colo Cockta
Caprio
Fresh Meat Counter
Fresh Meat Counter
Fresh Meat Counter
Fresh Meat Counter
Fresh Meat Counter
Konecke
Drobimex
Olewnik
Berlinki

Biedronka
Wrocław, Zielińskiego Street

Price, As Is

Price, Comparable
Denomination

5.99 zł/600g
4.59 zł/kg
2.99 zł/kg
11.40 zł/100g
29.89 per 28ct
5.49 per 900ml
22.49 zl/54ct
24.99 zl/550g
2.28 zł/L
26.69 zł/kg
32.39 zł/kg
34.29 zł/kg
23.99 zł/kg
26.90 zł/kg
9.88 zł/2.5kg
2.99 zł/kg
6.49 zł/425g
9.99 zł/700ml
5.70 zł/10ct carton
2.56 zł/400g
3.80 zł/900g
3.80 zł/6ct
2.49 zl/loaf
25.70 zl/3L
3.80 zl/2L
4.18 zl/2L
19.04 zl/kg
2.37 zl/kg
7.69 zl/kg
9.99 zl/kg
19.04 zl/kg
3.80 zl/150g
3.32 zl/100g
4.28 zl/90g
4.37 zl/250g

5.99 zł/600g
4.59 zł/kg
2.99 zł/kg
11.40 zł/100g
32.03 per 30ct
5.49 per 900ml
22.49 zl/54ct
45.44 zł/kg
2.28 zł/L
26.69 zł/kg
32.39 zł/kg
34.29 zł/kg
23.99 zł/kg
26.90 zł/kg
9.88 zł/2.5kg
2.99 zł/kg
6.49 zł/425g
9.99 zł/700ml
5.70 zł/10ct carton
2.56 zł/400g
3.80 zł/900g
3.80 zł/6ct
2.49 zl/loaf
25.70 zl/3L
3.80 zl/2L
4.18 zl/2L
19.04 zl/kg
2.37 zl/kg
7.69 zl/kg
9.99 zl/kg
19.04 zl/kg
3.80 zl/150g
8.30 zl/250g
4.76 zl/100g
5.24 zl/300g

Brand, Lowest Price Available
Nasze Smaki
Generic
Generic
Marinero
Fairy
Fairy
Dada
Lavazza
Mleko
Światowid, Packaged
Światowid, Packaged
Światowid, Packaged
Światowid, Packaged
Światowid, Packaged
Mr. Potato
Krolewski
Donatello
Winary
Moja Kurka
Nasza Spizarnia
Nasza Spizarnia
Pano
Piekarnia Dla Ciebie
Kujawski
Private Label
Riviva
Mies
Mies
Mies
Mies
Kraina Wedlin
Sokolow
Kraina Wedlin
Kraina Wedlin
Berlinki

Count: Dino

17

Count: Biedronka

15

Count: Same Price

3

Price, As Is

Price, Comparable
Denomination

Cheaper Grocer

Price Difference

5.22 zł/400g
4.99 zł/kg
2.99 zł/kg
12.99 zł/100g
26.99 per 30ct
5.69 per 750ml
24.99 zl/40ct
49.99 zł/kg
2.25 zł/L
3.80 zł/150g
7.41 zł/300g
3.99 zł/135g
3.79 zł/150g
6.66 zł/300g
4.75 zł/kg
1.89 zł/500g
6.66 zł/350g
9.99 zł/820ml
5.70 zł/10ct carton
2.05 zł/400g
3.79 zł/900g
2.85 zł/4ct
2.09 zl/loaf
19.99 zl/2L
2.99 zl/1.5L
2.85 zl/1.5L
17.99 zl/kg
1.89 zl/kg
8.54 zl/kg
9.98 zl/kg
11.42 zl/450g
3.99 zl/100g
4.99 zl/250g
5.23 zl/100g
5.15 zl/300g

7.83 zł/600g
4.99 zł/kg
2.99 zł/kg
12.99 zł/100g
26.99 per 30ct
6.83 per 900ml
33.74 zl/54ct
49.99 zł/kg
2.25 zł/L
25.33 zł/kg
24.70 zł/kg
29.56 zł/kg
25.27 zł/kg
22.20 zł/kg
11.88 zł/kg
3.78 zł/kg
8.09 zł/425g
9.99 zł/820ml
5.70 zł/10ct carton
2.05 zł/400g
3.79 zł/900g
4.28 zł/6ct
2.09 zl/loaf
29.99 zl/3L
3.99 zl/2L
3.80 zl/2L
17.99 zl/kg
1.89 zl/kg
8.54 zl/kg
9.98 zl/kg
25.38 zl/kg
5.99 zl/150g
4.99 zl/250g
5.23 zl/100g
5.15 zl/300g

Dino
Dino
Tie
Dino
Biedronka
Dino
Dino
Dino
Biedronka
Biedronka
Biedronka
Biedronka
Dino
Biedronka
Dino
Dino
Dino
Tie
Tie
Biedronka
Biedronka
Dino
Biedronka
Dino
Dino
Biedronka
Biedronka
Biedronka
Dino
Biedronka
Dino
Dino
Biedronka
Dino
Biedronka

-23%
-8%
+0%
-12%
+19%
-20%
-33%
-9%
+1%
+5%
+31%
+16%
-5%
+21%
-17%
-21%
-20%
+0%
+0%
+25%
+0%
-11%
+19%
-14%
-5%
+10%
+6%
+25%
-10%
+0%
-25%
-37%
+66%
-9%
+2%
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…But Has Excelled in Spite of it
Despite Biedronka’s competitive presence, Dino Polska has delivered stellar performance8
Sales

Net Income
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III.

…But Has Excelled in Spite of it
Several key structural differences still give Dino an upper hand over Biedronka in small-town Poland

1. Dino store land plots are meaningfully smaller than small-format Biedronka land plots, which means Dino has an easier time finding new store locations
•
•
•
•
•

Biedronka stores have larger parking lots than Dino stores, even the small-format ones.18
More parking lot space is necessary for Biedronka because its catchment distance is farther than Dino’s and draws customers from 10+ km proximities.18
Dino needs 3,000 m2 of land plot area to build a store and parking lot whereas we estimate Biedronka must lease a 5,000-6,000 m2 existing space for rent.18
This gives Dino a more nimble ability to locate its new stores in each town’s most desirable areas because of a higher prevalence of small land plots.
In addition, Dino is more nimble than Biedronka because Dino doesn’t rely on renting existing retail locations and can build wherever there is land for sale.

2. Dino’s offering is 100% catered towards small-town Poland, but Biedronka’s small-town grocery selection is a hybrid between urban and rural
•
•

As previously discussed, city inhabitants are more affluent than their non-city counterparts. They pay +30% more for groceries and have different tastes.18
Biedronka’s strong city-center presence requires the chain to allocate substantial warehouse space to city-specific categories (e.g. organic, multi-national,
lavish). This leaves insufficient warehouse space for Biedronka to offer small-town Poland a SKU selection that is fully catered towards them.29
› “From the assortment choice perspective, that's a big issue because when you are present in rural areas and countryside areas outside the big cities, you
need to show more traditional assortment. … When you're Biedronka, for example, you will not be able to differentiate and you have different assortment
in the cities and different assortments in the countryside because distribution centers are not built to accommodate 5,000 SKUs, 3,000 different one, for
cities 2,000 different ones for or even 3,500, yes, because the capacity of distribution centers is limited.” – Former Category Director at Jerónimo Martins29
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III.

…But Has Excelled in Spite of it
Several key structural differences still give Dino an upper hand over Biedronka in small-town Poland

3. Biedronka is a mature grocery network with only +3-5% annual sales growth.34 We believe future growth for Biedronka necessitates cannibalization
•
•

In 2021, Dino grew its store network by 342 stores or +23% YoY. In comparison, Biedronka grew its network by an estimated 100 stores or +3%.35
We estimate discounters’ catchment distances to be 10 km+ thanks to heavy marketing and high brand recognition. The ability to draw customers from far
distances is generally a benefit, but at chain maturity, store expansion carries increased cannibalization risk.

4. Dino offers higher quality meat in every grocery store through its fresh traditional meat counter, whereas Biedronka only offers packaged meat
•
•

Our research indicates that fresh counter meat, which Dino sells, is perceived as higher quality than packaged meat, which Biedronka sells.18
Our Dino vs. Biedronka in-store price comparison found meat between the two chains to be of similar average prices.
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III.

…But Has Excelled in Spite of it

Therefore, future competitive threat diminishing Dino’s future prospects is an invalid argument in our view
Rather, we believe Dino & discounters will continue winning market share from inferior competition long before sparring with each other
• We estimate the aggregate market share of Dino and the discounter chains to be 42.5%.18

• We estimate the convenience store category to have a market share of roughly 10.0%. We believe this category is protected from Dino and the discounters.18
• The remaining national 47.5% market share belongs to hypermarkets, large supermarkets, non-Dino proximity supermarkets, non-convenience format soft franchisees, and
“traditional” mom and pops. We believe these competitors will continue to be market share donors to Dino and discounters chains. Larger format chains are pivoting or exiting the
market, and the remainder cannot compete on price and/or selection.
• We believe that since Dino and Biedronka are the two best grocers in Poland, their growth for the foreseeable future will continue to come at the expense of the inferior 47.5% market
share holders long before they might ever resort to sparring with each other.

• For that reason, we believe Dino and Biedronka can each co-exist as 25% market share players, which would be a resounding success for Dino.

2021 Metrics

Biedronka

Lidl

Netto

Aldi

Total

Stores

1,815

3,250

800

388

140

6,393

Sales (zł)

13.4B

67.3B

23.8B

4.7B28

2.2B28

111.0B

Market Share

5.1%

25.7%

9.1%

1.8%

0.8%

42.5%
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III.

New Entrants Replicating Dino are Unlikely in our View
In our view, it would be very difficult for a new entrant to replicate Dino’s business model

1. High capital requirements
› Dino’s network of 1,880 stores would cost 5.5B zl or $1.2Bn USD to rebuild today according to our estimates.18
› This limits likely entrants to existing global grocery conglomerates. Smaller entrants can attempt to enter, but with a slow expansion pace.
2. Prohibitive time requirements
› Dino has built 1,769 stores over the past 12 years, the fastest pace among all Polish grocers.8,9
› Even if a new entrant matched this pace, in 12 years Dino’s network could grow to as large as 10,000 stores.
3. Purchasing land plots and constructing stores
› Dino’s ownership and construction of all stores increases speed of store growth and saves on long-term operating costs, among other advantages, we believe.

› To match Dino’s rollout speed and margin profile, we believe a new entrant would have to become the only other domestic grocer to own and construct each of
its stores. Global grocery conglomerates already operate most of the largest grocery brands in Poland, and none to our knowledge have adopted this approach.
4. Standardizing all stores
› To match Dino’s rollout speed and performance predictability, we believe a new entrant would have to become Poland’s most standardized chain alongside Dino.
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III.

New Entrants Replicating Dino are Unlikely in our View
In our view, it would be very difficult for a new entrant to replicate Dino’s business model

5. Price Discounts with Suppliers
› Dino has earned +4.3% of gross margin improvement since 2014, when its store count was 410, largely as a result of increased bargaining power with suppliers.8
› A new entrant we believe would be forced to accept meaningfully lower bottom-line margins for years.
6. Years of Experience
› Dino’s founder & Chairman has 23 years of experience, and the other two members of top management each have 20 years of experience with Dino.8
7. First-mover advantage
› In its existing markets, Dino’s brand is already well-known, making customer inroads more difficult for new entrants than they were for Dino, in our view.
› The most desirable real estate plots have already been bought by Dino, forcing new entrants to accept less desirable store locations in Dino’s markets, in our view.
8. Fresh traditional meat counter
› Dino’s founder has specific knowledge of the meat processing industry as a result of his family’s business.18
› Without a vertically integrated processing plant, we believe a new entrant offering a fresh meat counter would incur higher spoilage rates and lower margins.
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III.

High-Quality Management Team
Management team is proven, aligned, and long-term oriented which should maximize Dino’s probability of future success

1. Founder-led with high insider ownership
› Founder & Chairman Tomasz Biernacki owns 51% of Dino Polska. This percentage has remained
unchanged since 2010. Mr. Biernacki is an active Chairman.8
› Mr. Biernacki is only 48 years old which we believe implies a long runway to continue compounding
Dino’s intrinsic value per share.
2. Demonstrated excellent capital allocation with a result of compounding intrinsic value per share
› Dino has spent an average of 96% of its annual operating cash flows towards growth CapEx.8
› Management has issued zero dividends in its history as a public company, instead opting to reinvest its
operating cash flow towards organic growth.8
› 100% of Dino’s growth has been organic.8 Management has conducted zero acquisitions.
› Equity was issued only once in 2010 to the aforementioned private equity firm for expansion. Dino
returned 8.5x or a +36% CAGR on that equity over 7 years.2,8
› At Dino’s IPO, the entire equity offered was the sale of the private equity firm’s shares. Dino elected to
raise $0 in additional equity, presumably because management did not need the capital.
› We believe management will continue to reinvest as much OCF towards store expansion as managable.18
3. Excellent Track Record
› Over the past 8 years, the entire financial history available to investors, management has compounded
EPS at a +43% CAGR or an increase of 12.2x.

Dino Polska Headquarters in Krotoszyn, Poland, March 2022
Pictured, in order from left to right:
Grzegorz Uraziński, Director of Investor Relations at Dino Polska
Jonathan A. Cukierwar, Principal of the GP at Sohra Peak Capital Partners
Johannes Arnold, Investment Partner at Nordstern Capital
Michał Krauze, Chief Financial Officer at Dino Polska
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III.

High-Quality Management Team
Management team is proven, aligned, and long-term oriented which should maximize Dino’s probability of future success

4. Long-term approach to operating decisions
› Owning stores despite 9-year NPV breakeven period vs. leasing, price-matching discounters despite recent inflation, and allocating all capital to chain expansion all serve as
examples in our view of long-term oriented decisions made by a management team more concerned with long-term profits than short-term profits.
5. Long tenured management team

› Besides the founder, the two current management board members have worked at Dino since 2002. We view this favorably.
› Dino’s rural HQ location we believe serves as an advantage for talent retention. Dino is isolated from large cities, whereas most if not all competitors have main domestic
offices in large cities. In large cities, we believe that talent can be more easily poached from nearby companies. No competitors have offices in Krotoszyn.

Full Organic Reinvestment18
Operating Cash Flow (OCF)
Capital Expenditures, Maintenance
Capital Expenditures, Growth
Capital Expenditures
Growth CapEx as % of OCF

2014
188,478,000 zł

2015
245,394,000 zł

2016
324,323,000 zł

2017
497,204,000 zł

2018
643,297,000 zł

2019
799,044,000 zł

2020
819,922,000 zł

2021
1,326,331,000 zł

-8,256,604 zł
-162,465,396 zł
-170,722,000 zł

-10,184,004 zł
-233,302,996 zł
-243,487,000 zł

-12,695,306 zł
-299,036,694 zł
-311,732,000 zł

-16,294,642 zł
-394,321,358 zł
-410,616,000 zł

-20,877,026 zł
-615,053,974 zł
-635,931,000 zł

-27,437,500 zł
-802,330,500 zł
-829,768,000 zł

-35,218,463 zł
-966,806,538 zł
-1,002,025,000 zł

-44,408,714 zł
-1,291,195,286 zł
-1,335,604,000 zł

86%

95%

92%

79%

96%

100%

118%

97%
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Total Addressable Market Opportunity

Expanding Eastward…
• Dino Polska is headquartered in Krotoszyn, a rural town in west-central Poland with a population of 29,109.
• The company’s first distribution center (DC) at headquarters was its initial base for expansion.
› Dino is expanding eastward with 7 DCs and 1,880 stores today.8
› Expanding near existing DCs maximizes logistical efficiency.
• We believe all of rural and suburban Poland is of similar expansion quality to Dino. Expansion has not been a case of cherry-picking markets, in our view.18
• To date, all 1,700+ owned-stores in the post-2010 modern store format era we believe have performed strongly despite varying levels of local competition,
town size, and town density. As already mentioned, but worth repeating, Dino has never had to close a built-store since 2007, evidencing to us business
model durability and repeatability across a variety of competitive and demographic landscapes.18
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…in a Large Addressable Market
We estimate Dino’s long-term nationwide store count potential to be 11,502 or 6.1x its most
recent quarter-end store count of 1,880

Total Addressable Market Analysis
(a)

• Sohra Peak estimates Dino’s domestic revenue TAM to be 90.0Bn złoty.18
› Dino generated 2021 sales of 13.4Bn złoty or 14.9% of its TAM.8

(b)

• International expansion may occur long-term and is not taken into account in this analysis. Dino’s domestic
growth opportunity is so large that we believe it should remain Dino’s main focus for at least the next 5-10
years.18
› Neighboring countries Czech Republic, Slovakia, and Lithuania could be natural candidates for expansion.
Similar to Poland, we find that each of these countries earns a modest GDP per capita, has a significant
population proportion living outside of large cities, and has a grocery landscape dominated by discounters
and “traditional” mom and pop grocery stores.18
› These three countries’ populations sum to 19MM or a +50% increase to Poland’s 38MM population TAM.

Poland Total Grocery TAM 2021, Bn
Non-City Grocery Prices, Indexed

261.8 zł
1.00

City Grocery Prices, Indexed
Population Share Living in Large Cities

1.30
19.9%

City Population Dollar % of National Grocery Spend
Rural & Suburb Population Dollar % of Grocery Spend

24.4%
75.6%

Krotoszyn, Mature Dino Town, Population
Rural & Suburb Annual Grocery Spend per Capita

29,109
6,501 zł

Krotoszyn Annual Grocery TAM
Dino Average Annual Revenues per Mature Store

189,247,607 zł
7,821,529 zł

(c)

Number of Dino Stores in Krotoszyn
Total Annual Dino Revenues in Krotoszyn
Dino Grocery Market Share in Krotoszyn

(a) * (b)

Poland Rural & Suburb Grocery TAM 2021, Bn

(a) * (b) * (c)

Dino Nationwide Revenue TAM 2021, Bn

90.0 zł

Dino Revenues 2021, Bn

13.4 zł

Dino Market Share of TAM as of 2021
Dino Store Count end of 2021

14.9%
1,815

Dino Nationwide Store Count Potential

11
86,036,822 zł
45.5%
197.9 zł

11,502

› East Germany’s towns may also be a source of expansion. Dino’s stores near the West Poland border
receive traffic from East German shoppers.18

• Additional early-stage revenue stream: third-party companies renting space on Dino store property.
› According to our research, Dino is renting store property to InPost, a parcel locker service (similar to
Amazon Locker).37
› Uniquely, Dino owns the real estate for nearly all of its stores, while competitors lease most or all of theirs,
allowing Dino this revenue stream opportunity which is unavailable to competitors. We speculate that store
property rental could become a meaningful eventual revenue steam to Dino.18
InPost parcel locker in Koło, Poland. (Source: InPost.pl)
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Valuation

Valuation
We believe Dino Polska shares have room to appreciate considerably over a 5-7 year horizon
• We expect Dino’s profits per share to grow at a compounded annual rate of ~25% over the next 5-7 years.
• We assume incremental gross margin and operating leverage gains over time. Our estimates do not include international expansion, third-party real estate rentals, or any other
additional profit-stream optionality.

• Owner’s Earnings is our estimate of true profits. Stores are depreciated over a 40-year straight line schedule, but maintenance costs are meaningfully less.
• Mature State Owner’s Earnings is our estimate of Owner’s Earnings assuming all stores were already at a mature state. Each Dino store takes 3 years to reach maturity. Given what we
believe to be Dino’s excellent track record of owned-stores reaching maturity and far beyond, we view this metric as the company’s true earnings power in any given year.18
Dino Polska S.A. (WSE:DNP)
Valuation
Share Price
Sales
Net Income Margin
Net Income
Depreciation & Amortization
Maintenance Capital Expenditures
Owner's Earnings
Mature State Accretion
Mature State Owner's Earnings

FY 2019
PLN

FY 2021

FY 2022

FY 2023

FY 2024

FY 2025

FY 2026

FY 2027

FY 2028

10,125,815,000
6.4%
643,917,000
161,820,000
(35,218,463)
770,518,538
88,654,822
859,173,359

13,362,012,000
6.0%
805,303,000
217,636,000
(44,408,714)
978,530,286
61,080,364
1,039,610,649

16,000,319,864
5.0%
806,178,510
279,173,148
(58,240,516)
1,027,111,142
96,033,339
1,123,144,481

19,971,836,613
6.4%
1,277,125,055
360,237,032
(74,020,372)
1,563,341,715
196,337,873
1,759,679,587

24,652,519,968
6.5%
1,611,340,478
448,053,521
(91,828,235)
1,967,565,764
266,152,644
2,233,718,408

29,983,103,703
6.7%
2,004,558,763
546,981,623
(111,084,374)
2,440,456,011
335,478,009
2,775,934,021
hir
98,040,000
98,040,000

35,983,099,166
6.8%
2,438,592,749
652,470,911
(132,433,016)
2,958,630,644
404,415,887
3,363,046,531

42,692,413,413
7.0%
2,977,852,481
760,431,610
(156,075,997)
3,582,208,095
484,491,569
4,066,699,664

50,227,414,714
7.2%
3,602,713,637
871,354,210
(181,921,218)
4,292,146,629
554,853,950
4,847,000,579

292.00

7,646,547,000
5.4%
410,907,000
113,811,000
(27,437,500)
497,280,500
99,348,064
596,628,564

Shares Outstanding

FY 2020

98,040,000

98,040,000

98,040,000

98,040,000

98,040,000

98,040,000

98,040,000

98,040,000

Earnings per Share
Trailing Multiple, P/E

PLN

4.19

PLN

6.57

PLN

8.21
36x

PLN

8.22
36x

PLN

13.03
22x

PLN

16.44
18x

PLN

20.45
14x

PLN

24.87
12x

PLN

30.37
10x

PLN

36.75
8x

Owner's Earnings per Share
Trailing Multiple, P/Owner's Earnings

PLN

5.07

PLN

7.86

PLN

9.98
29x

PLN

10.48
28x

PLN

15.95
18x

PLN

20.07
15x

PLN

24.89
12x

PLN

30.18
10x

PLN

36.54
8x

PLN

43.78
7x

Mature State Owner's Earnings per Share
Trailing Multiple, P/Mature State Owner's Earnings

PLN

6.09

PLN

8.76

PLN

10.60
28x

PLN

11.46
25x

PLN

17.95
16x

PLN

22.78
13x

PLN

28.31
10x

PLN

34.30
9x

PLN

41.48
7x

PLN

49.44
6x
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Risks

Risks
1. Recent energy inflation in consumer gas and electricity prices will lower consumer wallet share available for groceries.
› Sohra Peak’s view: Valid short-term concern, trivial long-term concern. Despite lower consumer wallet share available after paying necessary electricity bills to keep the lights on and
gasoline costs to drive to work, basic groceries too are a fundamental human need. Customers may trim grocery spend around the edges, but will need to find a way to purchase
groceries at the expense of other wallet share categories. Additionally, a Dino customer is already shopping at their lowest-priced neighborhood grocery store, leaving no cheaper
alternative to turn to. If anything, Dino may benefit from a waterfall effect from slightly more affluent citizens trading down grocery stores in an effort to save money. Long-term, we
believe the Russia-Ukraine conflict will eventually subside and EU countries will diversify their oil and natural gas supplier bases which will stabilize energy prices.18
2. Recent food inflation will be difficult to pass along to already-stretched consumer wallets, leading to sales and/or gross margin pressure.
›

Sohra Peak’s view: Valid short-term concern, trivial long-term concern, for similar reasons listed above. Although Dino has seen slight gross margin pressure, most recently -0.2% YoY
as of Q1 2022, we believe long-term the Russia-Ukraine conflict will subside and food supply chains will normalize. In addition, as illustrated in the Appendix, Dino’s historical like-for-like
sales have meaningfully outpaced food inflation rates, and still continue to do so as of the most recent quarters.18

3. Russia-Ukraine conflict spills over into Poland and causes serious disruption.
›

Sohra Peak’s view: We view this as a black swan event risk. We find the probability of Russia attempting to invade Poland at this point to be exceptionally low. Since the beginning of
the Russia-Ukraine conflict, NATO has demonstrated a unified front, the U.S. has vowed to defend every inch of NATO soil including Poland, the U.S. has stationed troops in Poland, and
Putin’s siege on Ukraine has appeared to have fallen far short of his expectations, among other factors supporting our view. However, we can’t rule this out entirely, and the magnitude
of this risk materializing could be severe. Both short-term and long-term, we believe Dino will benefit from the inflow of Ukrainian refugees. To date, 3.1MM Ukrainian immigrants have
entered Poland or a +8.2% increase to Poland’s population. Of those 3.1MM refugees, some portion will choose to permanently re-domicile in Poland, adding to Dino’s domestic TAM.18

4. Increased competition will lead to incrementally declining store economics for Dino over time.
›

Sohra Peak’s view: We disagree with the notion that increased competition to Dino’s stores is imminent or likely. For structural reasons outlined in this presentation, we believe it would
be quite difficult for existing or new competitors to create as similar and valuable offering as Dino’s. In our view, the only discounter capable of weakening Dino is Biedronka, but
Biedronka would likely be forced to cannibalize its own existing stores in the process. Contrary to Dino’s small customer catchment distances, Biedronka’s are much larger because of its
heavy advertising and high brand recognition, which increases sales cannibalization when two stores are located close to each other. Biedronka would likely have to harm itself in order
to try and harm Dino. Furthermore, as outlined, we believe Dino, discounters, and convenience stores are continually siphoning market share away from lesser competitors who
represent 47.5% of the national grocery market. If anything, there should be many years of growth runway remaining for both Dino and Biedronka at the expense of this swath of market
participants before Dino and Biedronka might ever resort to sparring with each other.18
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Risks
5. Operating cash flows will grow too large to continue fully reinvesting in new stores at a manageable rate, posing reinvestment risk for Dino.

› Sohra Peak’s view: We agree. Based on our forecasts, we believe Dino will approach this reinvestment risk inflection point in 4-5 years. Despite Dino accelerating its store growth count
each year since 2013, operating cash flows from existing stores should eventually be too large to responsibly redeploy towards new store growth, at which point Dino’s growth rate and
company-wide ROICs would begin to decline unless it finds additional, appropriate uses of its excess free cash flows. We believe two uses of that capital could include the beginning of
international expansion and/or share repurchases. Or, smart uses of future capital that management has already explored but hasn’t disclosed. Given their record, we are confident that
management won’t deploy cash into anything economically value destructive. Rather, we believe they will deploy capital into the most logical opportunities available.18
6. Poland’s Government will continue to pass federal legislation against enterprise interests, which will harm future profit prospects for all Polish corporations.
›

Sohra Peak’s view: Valid concern. In recent years, the Polish Government implemented the Sunday trading ban in 2018 which banned most retail stores from opening on Sundays, and
the retail sales tax in 2021 which, in addition to corporate income tax, charges corporations a 0.8% tax on annual sales up to 170MM złoty and 1.4% on annual sales over 170MM złoty.
Going forward, it is unpredictable but entirely possible that Polish legislation continues down this anti-enterprise avenue. While these laws have impacted Dino, they are designed to
impact all enterprises similarly. As a silver lining, we believe a receding tide that drags down all boats could be positive for Dino’s long-term prospects as competitors with lower margin
profiles in an already low-margin industry will face greater proportional harm. In addition, Poles harbor a strong sense of nationalism and pride, including for their own corporations. We
believe that Dino’s profile as one of Poland’s largest, most successful companies amidst a sea of foreign grocery competitors could foster silent Government support for Dino.18

7. Dino’s founder and Chairman becomes a negative symbol and target of politicians as a result of his billionaire status.
›

Sohra Peak’s view: Dubious concern. Although Mr. Biernacki could find himself in future crosshairs of a populist ruling party, it is unclear to us: how likely the Government would go to
target a wealthy individual; if they do, whether they would target that individual’s business or holdings in their business; and how likely they would be to try and sabotage a Polish
company in a largely foreign-dominated industry given Polish pride and nationalism. We don’t rule out this risk, but we don’t place high likelihood or magnitude upon it.18

8. Risk to international expansion if Poland’s Government passes legislation to leave the EU.
›

Sohra Peak’s view: Prior to Russia-Ukraine conflict, we viewed this risk as low probability but possible, given the rhetoric shared back and forth between Poland’s Government and the
EU. This would harm Dino’s future international expansion prospects and potentially increase food inflation as a result of less favorable trade conditions with EU countries. However,
following the Russia-Ukraine conflict, we have revised the probability of this risk materializing as near zero given NATO’s and the EU’s meaningfully reunited front against a common
enemy in Russia.18
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9. Rising affluence and economic mobility amongst Poles will draw them away from Dino stores and towards grocery stores with more affluent assortments.
› Sohra Peak’s view: We disagree with this notion. Although incomes are increasing steadily and Poles are becoming more affluent, we believe there is no reason why they will stop
shopping for groceries at Dino’s stores in favor of other chains. According to Dino, its product offering is “constantly evolving.”8 For example, based on our research, we believe that
every quarter Dino changes up to 3,000 of its 5,000 SKUs in its stores depending on shifting supplier conditions and consumer preferences. We believe that as shoppers gradually
increase their purchasing power and grocery preferences, Dino too will gradually adjust its assortment in real time to meet consumer demand, giving customers little reason to shop
elsewhere, especially if Dino already wins on price and convenience.18
10. Chairman’s ownership of both Dino and Krot-Invest, the construction company that builds all of Dino’s stores, creates a conflict of interest.
›

Sohra Peak’s view: We view any unethical behavior as a result of this conflict of interest to be unlikely. As mentioned earlier in this presentation, Mr. Biernacki founded Krot-Invest in
2013 with the intention of using it solely to build 100% of Dino’s constructed stores going forward for what we believe to be various beneficial reasons for Dino. Ever since, Mr. Biernacki
has maintained 51% ownership of Dino Polska and 100% ownership of Krot-Invest. Theoretically, Mr. Biernacki could use this relationship to enrich himself at shareholders’ expense.
However, we view this as unlikely. Dino discloses its audited payments to Krot-Invest in its annual financial statements and in its IPO filing with transactions dating back to 2014. We have
compared the disclosed payments to Krot-Invest with the appropriate costs to build Dino’s new stores in each period, and we have found that these numbers reconcile. In addition, we
believe the risk-reward profile for Mr. Biernacki to engage in such behavior would make little sense. The financial consequence to Dino’s market value and subsequently Mr. Biernacki’s
holdings, as well as his reputational consequence, as a result of him getting caught would likely be far more expensive than any potential gains from this relationship. Lastly, Mr.
Biernacki is already a multi-billionaire, and there is no pattern of dishonesty in any other aspect of Dino’s business.18

11. Chairman Mr. Biernacki’s unwillingness to speak to shareholders is a due diligence hurdle and to some renders Dino Polska uninvestible.
›

Sohra Peak’s view: While this may hold true for some percentage of prospective shareholders, we don’t share this view. Mr. Biernacki appears to be somewhat of a recluse to the public
spotlight. From what we have gathered, he has very little or no internet presence, does not speak with shareholders, and does not take in-person shareholder meetings. He was not
available to us during our headquarters visit in Krotoszyn, Poland, although other members of management were. We gather that Mr. Biernacki does meet and work with colleagues in
Dino’s normal course of business and continues to be an active Chairman. We view any reluctance to invest due to this as opportunity for those who are willing to look past it.

12. The 2020 departure of longstanding CEO Szymon Piduch was a negative development for Dino, and the lack of a CEO replacement in the two years since is worrisome.
›

Sohra Peak’s view: We agree that the departure of Szymon Piduch, CEO since 2010 and Dino employee since 2002, was likely a loss for Dino, but we disagree that the lack of a
replacement in the two years since is worrisome. According to Dino’s official statement, Szymon stepped down for personal reasons.8 Since Szymon’s departure, the company has
continued to run smoothly, despite any formal replacement of the CEO role. In our view, his responsibilities must have been picked up by other peers in upper and top management,
and the machine continuing to run smoothly suggests to us Dino’s management depth has adapted well.18
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Conclusion

Conclusion
Sohra Peak believes:
I

Winning customer value proposition in small-town Poland: #1 convenience, #1 price, and full
assortment.

II

Serious structural barriers to existing and new entrants fully replicating the Dino business model.

III

Proven, aligned, and long-term oriented management team with almost certain likelihood of
continued reinvestment of operating cash flows towards organic store growth.

IV

Industry pivot underway towards modern, smaller-format grocery chains, which will position Dino
well for the future of Polish grocery shopping.

V

Large and growing domestic TAM in which Dino could expand its store footprint by over 6x.

VI

Long-term international expansion and ancillary revenue stream optionality not being considered
by the market.

VII

Attractive 5-7 year rates of return based on our estimates of future profits.
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Appendix: Management Board &
Supervisory Board

Management Board
For Polish corporations, “Management Board” and “Management Team” are interchangeable
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Supervisory Board
For Polish corporations, “Supervisory Board” and “Board of Directors” are interchangeable
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Appendix: Macroeconomic Backdrop

USD/PLN FX Rate
The current USD/PLN exchange rate is 4.45
› Since the beginning of 2004 the PLN has depreciated by 17% against the USD30

62

Poland Inflation
Poland’s annual inflation rate most recently hit 12.3% in April 2022
› “It was the highest reading since December of 1997, as the war in Ukraine strained global supply chains further and global commodity prices continued their steep ascent, while a
massive inflow of Ukrainian refugees boosted demand. The central bank of Poland attributed 2.4 percentage points of inflation directly to the war in Ukraine. The steepest price
increases came from fuels for personal transport equipment (27.8 percent), followed closely by prices of electricity, gas, and other fuels (27.3 percent), and lastly, food and nonalcoholic beverages (12.7 percent).” – Central Statistical Office of Poland (GUS)
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Dino vs. Food Inflation
Dino’s like-for-like sales have historically outpaced food inflation12
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Poland Central Bank Rate
Poland’s central bank interest rate is currently 4.50%31
› The National Bank of Poland most recently hiked the benchmark interest rate 100bps in April 2022 to combat rising inflation.
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Poland 10-Year Government Bond
Poland’s 10-Year Government Bond is currently yielding 6.6%31
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Warsaw Stock Exchange P/E Ratio
Warsaw Stock Exchange P/E ratio of 9.2x as of March 202232
› Lowest P/E ratio in 10 years largely due to highest interest rates in 10 years.
› Ukraine conflict eventually subsiding and energy prices eventually normalizing should abate inflation, lead to lower interest rates, and increase demand for domestic equities.
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Appendix: Primary Research

High Gasoline Prices
Gas price of 6.79 złoty/liter in city outskirts of Wrocław, Poland

› At today’s FX rate, this translates to a price of
$5.80/gallon.
› If we normalize purchasing power parity between
Poland and the US, this price would be equivalent to
Americans paying $10.74/gallon of gasoline.
› We believe today’s high gas prices increase the
likelihood that the average Pole will shop at a Dino
store, because of gas savings by driving shorter
distances or walking to obtain groceries.
Gas station in Wrocław, Poland (Source: Photo, Jonathan A. Cukierwar)
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Auchan, Wrocław, Street Hubska
Hypermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Biedronka, Warsaw, Central Train Station
Discounter

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Biedronka, Warsaw, Street Kraśnicka
Discounter

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Biedronka, Wrocław, Street Krawiecka
Discounter

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Biedronka, Wrocław, Street Nowowiejska
Discounter

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Biedronka, Wrocław, Street Świętego Jerzego
Discounter

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Biedronka, Wrocław, Street Zielińskiego
Discounter
› Photos taken during deep dive price comparison vs. Dino.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Carrefour, Wrocław, Galeria Dominikańska
Hypermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Carrefour, Wrocław, Galeria Wroclavia
Hypermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Delikatesy Centrum, Wrocław, Street Gajowa
Proximity Supermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Delikatesy Centrum, Wrocław, Street Michała Bałuckiego
Proximity Supermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Delikatesy Centrum, Wrocław, Street Sienkiewicza
Proximity Supermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Dino, Krotoszyn, Street Ostrowska
Proximity Supermarket
› Located at company headquarters. Internally standardized store format.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Dino, Krotoszyn, Street Zdunowska
Proximity Supermarket
› Standardized store format.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Dino, Warsaw, Street Regulska
Proximity Supermarket
› Standardized store format.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Dino, Wrocław, Street Barlickiego
Proximity Supermarket
› Non-standardized store format. Legacy rented store. Unique layout.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Dino, Wrocław, Street Ciepła
Proximity Supermarket
› Non-standardized store format. Legacy rented store. Unique layout.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Dino, Wrocław, Street Nowowiejska
Proximity Supermarket
› Non-standardized store format. Legacy rented store. Unique layout.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Dino, Wrocław, Street Zielińskiego
Proximity Supermarket
› Photos taken during deep dive price comparison vs. Biedronka.

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Kaufland, Wrocław, Street Bardzka
Hypermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Lewiatan, Wrocław, Street Jedności Narodowej
Soft Franchise

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Lidl, Wrocław, Street Gubińska
Discounter

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Lidl, Wrocław, Street Hubska
Discounter

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Polomarket, Wrocław, Street Budziszyńska
Proximity Supermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Stokrotka, Wrocław, Street Wapienna
Large Supermarket

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Traditional Mom & Pop, Wrocław, Street Józefa Lompy 1
“Traditional” Mom & Pop

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Traditional Mom & Pop, Wrocław, Street Józefa Lompy 17
“Traditional” Mom & Pop

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Traditional Mom & Pop, Wrocław, Street Stefana Jaracza
“Traditional” Mom & Pop

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Traditional Mom & Pop, Wrocław, Street Wesoła
“Traditional” Mom & Pop

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Traditional Mom & Pop, Wrocław, Street Żeromskiego
“Traditional” Mom & Pop

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Żabka, Wrocław, Street Gabrieli Zapolskiej
Convenience Store

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Żabka, Wrocław, Street Jedności Narodowej
Convenience Store

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Żabka, Wrocław, Street Łaciarska
Convenience Store

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Żabka, Wrocław, Street Świdnicka
Convenience Store

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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Żabka, Wrocław, Street Wita Stwosza
Convenience Store

(Source: Photos taken by Jonathan A. Cukierwar, March 2022)
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