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+28pp in insolvencies over last year in France, above pre-

COVID level and with higher surge vs. rest of EU D@ () @
Insolvency filings: Q1 2018 through Q4 2023 @ @
Indexed development of the number of insolvencies (2018 at 100)
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Sources: Eurostat; International Monetary Fund; BCG analysis.




Continuing macroeconomic headwinds suggest that transformation and

restructuring pressures will stay strong in the next 24 months
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Inflation tripled vs.
pre-COVID

9 Consumer inflation (%)

---10-year average, 2014-2023

Interest rates have
skyrocketed for last 2 years

G 3-month Euribor rate (%)

---10-year average, 2014-2023
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GDP growth halved vs.

pre-COVID
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Business confidence
decreasing

OECD business confidence
index

— Business confidence France
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Geopolitical instability: conflicts and tensions in Eastern Europe, Middle East, and Asia; >50% of worldwide population electing new government in 2024

Note: Latest data available as of March 13, 2024.

O High public debt (118% of GDP in 2023)

Sources: Eurostat; European Central Bank; Oxford Economics; OECD; BCG analysis.
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BCG Transform and Special Situations (TSS) Index identifies companies showing
signs of weak operational performance and undercapitalization

a Transformation and restructuring pressures by sector Q Forward-looking view
Assessment of about 2,000 European public companies and analysis of 12 Assessment of sector dynamics based on Al-powered sentiment analysis and
performance and financial stability KPIs insights from sector experts

¢ Operational
performance Al-powered sentiment analysis to synthesize insights from
market and company documents (including earnings calls

transcripts) and all publicly available materials

Increasing Score based on
pressure balance sheet

analysis and ability o
l to absorb shocks 1,

Score based
on P&L
analysis

Balance

sheet
robustness 200+ European executives surveyed on their perspectives,

priorities, and challenges for 2024

|:| Transformation pressure |:| Restructuring pressure

Note: Transformation pressure—initial signs of weakening operational performance and financial stability require optimization. Restructuring pressure—clear signs of weak or negative
operational performance and undercapitalization require more structural steps to recover.
Source: BCG analysis. 3
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Increase of transformation and restructuring
pressures but still slightly below European average

About 1 1n 6

r”"p_* 5 companies
21% +5pp . e re
V Bt face significant
14% .
\ 1% transformation
pressure in France
Transformation
pressure
2023 [] 2024Q O
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- _;/ pp—, About 1 in 17
- s = companies
face significant
Restructuring restructuring
pressure . g
) pressure in France
2023 [ ] 2024 -
Note: BCG Transform and Special Situations Index is based on share of revenue. E%,,
Sources: S&P Capital 1Q; BCG analysis. S




Al-powered sentiment analysis shows transformation topics have gained
momentum over last two years in France, +27pp vs. 2022

Development of transformation and restructuring citations in public company documents
Q1 2022 through Q1 2024, index, base 100 = Q1 2022
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1. AlphaSense trend score (based to 100 for Q1 2022), calculated based on all publicly available documents (company documents, research documents, transcripts), smoothed quarterly data.

Sources: AlphaSense; BCG analysis.
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Among sectors that are under pressure, we spotlight real estate and retail as
facing the more severe headwinds in upcoming years

N

Transformation
pressure (%)

XX%

European
average

....................................................

Deep dive
Real estate

...................................................

.................................................................................

.................................................................................

Rising interest rates and rate uncertainty constricting asset market liquidity
Declining market outlook, especially for commercial real estate (offices and
retail) and Paris area

...................................................

Deep dive
Retail

...................................................

.................................................................................

.................................................................................

Cost increase (e.g., SG&A, labor cost) putting pressure in inflationary context
with restructuring and consolidation of major French players

Demand decline with lower consumer confidence level and proliferation of
pure digital players

Moving from revenue growth to cost avoidance, which might lead to
consolidation among French telcos in a highly competitive environment

1 0 0
@é@ TMT 230 + 37% » Nonlinear is a new way of consuming entertainment, driving consolidation
within French media ecosystem to compete with new digital players entrants
» Recovering from the pandemic with number of international visitors above
Transportation pre-COVID level; France as world’s leading tourist destination

and logistics?

27% + 33%

Travel behaviors after Covid-19 and climate change driving demand evolution
(e.g., travel locations) with competition opening for French rail transport

Health care

©

12%

13%

Global API3 shortages disrupting supply chain of pharmaceutical companies
Aging population and increasing chronic diseases putting pressure on health
services (e.g., EHPAD) and public system

1. TMT = technology, media, and telecommunications. 2. Including leisure and tourism. 3. active pharmaceutical ingredient.
Note: Top five sectors with five or more companies in scope.
Source: S&P Capital 1Q; BCG analysis.
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5) Real estate

Key figures
85% (" vs. 56% in 2023

Transformation pressure

Restructuring and

transformation topics’

141
104

aha Key trends and challenges in France

Demand decline

Higher interest rates and bank
scrutiny leading to -40% mortgage
production (LTM Jan 2024 vs. 2022)
and subsequent reduction of
solvent residential demand (-70% of
transactions volumes in some
European countries)

Remote and flexible working
trends impacting office real estate
(offices investment amounting for
~70% pre-COVID vs. ~50% in 2023);
especially large transactions >100m€
most impacted (from ~60% of
investment pre-COVID vs. ~30%

in 2023)

Continued digitization of retail with
high street and supermarket sectors
most impacted

Wait-and-see attitude from
individual and institutional
investors due to uncertainties on

price evolution

Cost pressure
+10%?3 of construction production costs
(Q4 2023 vs. Q4 2021)

+5% labor costs (Q2 2023 vs. Q2 2022)

Debt/financing costs

Increase of interest rates (4.0% in
Feb 2024 vs. -0.5% in Feb 2022) for a
debt-financed (up to 10 of D/E
ratio) and capital-intensive sector
requiring significant leverage

Higher impairment risks on asset
@ portfolios due to ongoing
conservative asset market outlooks

Limited availability of debt and
equity requiring tradeoffs between
refinancing and development

1. Relative frequency of restructuring and transformation topics via public citations. 2. Comparing Q1 2023 with Q1 2024. 3.
France BTO1 index. 4. Energy performance diagnostic.

Regulatory pressure

Tightening regulations on energy
efficiency further increasing construction
and rehabilitation costs (DPE4 conformity)

Enforcement of RE2020 law for new
buildings that requires construction-
related GHG emissions to be cut by 50%
by 2031, starting with residential sector,
to be extended to commercial premises

Sources: S&P Capital 1Q; Alphasense; Eurostat; Cushman & Wakefield; Banque de France; BCG analysis and BCG expert views;

BCG crisis radar.
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Retail aha Key trends and challenges in France

Key f]gu res Demand decline Cost pressure
Macroeconomic environment increasing High SG&A burden (staff, distribution
0 o i customers’ price sensitivity and reducing cost, rent) reducing profitability in
56% @VS' 56% in 2023 discretionary spending inflationary context, especially for
specialty and apparel retail with
Competitive environment changing, with [ ® liquidation of several companies in France
. main food retail companies undergoing
Transformation pressure restructuring and/or consolidation War of talents putting pressure on labor
costs
Restructuring and
transformation topics’
116 Supply chain disruption Debt/financing costs
Political tensions (e.g., Red Sea, Risk sensitivity at banks increasing
19 119 Eastern Europe) complicating timely in case of high debt with rise of
delivery from sourcing interest rates

Limited availability of debt and
equity limiting refinancing and
development for retail real estate

®
Top executive views3 Technological disruption Regulatory pressure
Differentiation driven by L 4 Increased monitoring required for
vs. 29% in ultraconvenience trend, e.g., delivery — sourcing related to EU Supply Chain Act
Worried about inflation and services and Al for personalized shopping
S experience Circularity AGEC law challenging
IS 72 B s companies to recycle their nonfood
Resurgence of direct-to-customer (DTC)/ unsold goods
Considering lab t acti brand.com channel leaping retailers as
onsidering labor cost actions intermediaries
as very important to remain
competitive
VS. 14% in . . . . . . . .
Have volume improvement as 1. Relative frequency of restructuring and transformation topics via public citations.
their top priority for 2024 2. Comparing Q1 2023 with Q1 2024. 3. From consumer sector, including retail.

Sources: S&P Capital 1Q; Alphasense; BCG analysis and BCG expert views; BCG C-Suite survey 2024.
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BCG Transform assists companies for transformation,
turnaround, and restructuring

Transformation Turnaround Restructuring Typical transformation offering

Full potential plan (FPP)

O‘l FPP development includes cost

L) efficiency, NWC optimization, and
Company

f CTO offering
per ormance/ Execution support/
s @ transformation office (TO)

Aligning, monitoring, and steering
large-scale transformation programs

Typical special situations offering

Lack of growth Earnings decline Heavy losses

Unclear purpose a Low results ; Liquidity issues IBR/restructuring opinions
Rising cost : Cash burn : Rising indebtedness Creating new and/or validating
(ratios) : : existing restructuring programs

Incremental optimization Establishing 13-week as well as
midterm liquidity planning and

actively managing cash

Structural change Cash office

Source: BCG.

Your BCG special
situations local
experts to assist you
along your journey
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