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CONSUMER GLOOM? DISCOUNT STORES BOOM

2025 is seeing a reversal of fortunes in the discount sector, with share prices outperforming
the broader retail sector and major stock market indices YTD

YTD Share Price Performance: Discount vs. Competitors
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Long term trends are shifting in favor of discount stores; while promising, it is too soon to
determine whether this shift is here to stay

Discount stores have long been losing share to big retail, ...but showed early signs of accelerating growth in 2024
including among core lower income shoppers... before increasing dramatically in 2025
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KEY INDUSTRY DYNAMICS

Discount retailers are benefitting from trade down behaviors by higher income households -
typically the most resilient of consumers — suggesting a turning point in consumer anxiety

Higher income earners are unexpectedly driving the 87% of households are experiencing at least some stress
sharpest YTD decline in consumer sentiment around rising costs

How stressful, if at all, has the increase in prices
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respondents 18+ yrs seeing increased prices for goods & services, prior 2 mos
...all while CPI growth has been cooler than expected and the impact of tariffs has yet to be seen, pointing to
weariness from sustained high prices and broader non-inflationary concerns
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Despite topline momentum, discount retailers nonetheless face rising operating costs and
struggle to manage them as effectively as their larger retail competitors
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RETAILER ACTIONS

As discount retailers benefit from a broadening customer base, they must carefully navigate this shift alongside

persistent bottom-line challenges. Key imperatives include:

- Strategic Pricing & Assortment. Dollar Tree is accelerating its successful multi-price point strategy, while Dollar General is
resisting broad price hikes to retain its core lower-income customers. Such distinct approaches underscore the need for
thoughtful pricing and assortment execution to maintain customer loyalty and manage future economic shifts.

Effective Inventory & Supply Chain Management. This is critical as supply chains are particularly sensitive to tariff
disruptions. There are a variety of levers to drive lower landed costs, including supplier diversification and negotiations,
product re-specification, and Al inventory solutions.

Labor Optimization. As minimum wages rise in 2025, disciplined labor spend is crucial. This involves optimizing labor
allocations, boosting workflow productivity, reducing turnover, and leveraging Al for scheduling — thereby enabling
strategic investments in store labor to drive customer experience.

Cost Management. Rising input and overhead costs warrant a comprehensive cost management approach. Key elements
include strategic sourcing and procurement, coupled with operational and productivity measures to reduce costs.
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ANKURA PERFORMANCE IMPROVEMENT

Delivering End-to-End Solutions to Companies at Critical Inflection Points

The Performance Improvement team partners with private equity, lenders, and management
to drive rapid EBITDA and cash flow improvement. Using our 3D (Diagnose, Define, Deliver)
framework, we assess opportunities, develop sustainable goals and operating plans, and
implement solutions.

Our expertise spans diverse industries, including Retail, Direct-to-Consumer,
Healthcare, CPG, Services, Education, Manufacturing, and Logistics.

Our experienced operators and consultants address strategic and operational challenges, delivering
data-driven, transformative results quickly and efficiently.

VISIT US AT: Ankura Performance Improvement email; performanceimprovement@ankura.com

Ankura Consulting Group, LLC is an independent global expert services and advisory firm that delivers services and end-to-end
solutions to help clients at critical inflection points related to conflict, crisis, performance, risk, strategy, and transformation. The
Ankura team consists of more than 2,000 professionals serving 3,000+ clients across 115 countries who are leaders in their
respective fields and areas of expertise. Collaborative lateral thinking, hard-earned experience, expertise, and multidisciplinary
capabilities drive results, and Ankura is unrivaled in its ability to assist clients to Protect, Create and Recover Value. For more
information, please visit, www.ankura.com.
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