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Market overview

Macroeconomic environment

In 2024, economic activity in Russia continued

to grow, with the country's gross domestic
product exceeding RUB 200 trln for the first time
and reaching an all-time high. GDP expanded

by 4.3%. Investment analysts have pointed

at an aggregate economic growth relative

to the pre-crisis year of 2021, as GDP grew by 7%.

A combination of factors, such as deteriorating
foreign trade alongside an economy lacking
sufficient production capacity to meet

domestic demand, has triggered price increases
and negatively impacted inflation expectations
among the population. Concurrently, consumer
lending continued to grow throughout most

of the year, further fuelling consumption and price
growth.

The Bank of Russia implemented a series of three
key rate hikes, raising the rate from 16% to 21%.
Following the last increase in October, retail lending
growth virtually ceased by November. Furthermore,
corporate lending experienced a significant
slowdown for the first time since early 2024.
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Sources: Federal State Statistics Service, Ministry of Economic
Development, Magnit analysis.

According to the Bank of Russia's estimates, given
the significant increase in interest rates for end
borrowers and the decline in lending, the resulting
tight monetary conditions established

the necessary prerequisites for inflation to return
to target levels. As a result of the measures

taken, the consumer price index stabilised

at 9.0% in Q4 2024, while food inflation during

the same quarter reached 10.0%.

Sources: Federal State Statistics Service, Ministry of Economic Development, Magnit analysis.
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gross domestic product in 2024

4.3%

GDP growth in 2024

rus 88,000

average monthly wage in 2024

A survey of enterprises conducted by the Bank RUB 88,000 in 2024, and the median wage
across all sectors stood at RUB 61,400 Given

the continuing labour market tension, most

of Russia in November 2024 showed that nearly

all respondents (93%) carried out salary and wage
indexation in the reporting year. Among companies businesses surveyed by the Bank of Russia (75%)
that raised wages, 43% increased them between
10% and 20%, approximately 38% by up to 10%,
and 19% by more than 20%. However, the share
of payroll costs in the cost of goods and services
sold by enterprises remained stable during

plan to raise employee remuneration in 2025
as well.

This resulted in a 10-year record: a 9.1% wage
growth and a 7.3% real disposable income
the reporting year, at the level of average increase. The annual average unemployment
rate fell from 3.2% in 2023 to 2.5%, reaching

an all-time low.

values for the previous five years. According
to Rosstat, the average monthly wage was

Real wages, real disposable income and unemployment rate, %
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1 Source: SberIndex data.
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Russian retail market In 2024, the Russian food retail market remained
favourable for all modern retail players, including
Magnit. Retail chains successfully increased

their combined market share by 0.7 p.p. to 75.6%

2.2 mln sq. m.

cumulative growth in retail space,
with convenience stores continuing to
dominate a significant share of this

Food retail sales in Russia

In 2024, retail sales in Russia increased
by 15.4% YoY to RUB 55.6 trln, according

to Rosstat, representing 29% of GDP. Food retail 0 20 through the opening of new stores and expansion expansion
sales grew at a slightly more modest pace of 14.9%, into new locations.
to RUB 26.4 trln, accounting for 47.6% of total 19 B
retail turnover or about 14% of GDP. Euromonitor '
estimated the overall volume of Russia's food o Total selling space for modern retail in Russia, mln sg. m
market in 2024 at USD 209.6 bln. Even despite 9.2
the rouble depreciation, this ranks Russia eighth 374 39.7
globally, above countries such as Italy, Mexico, 5 35.0 6% 78%
Canada, Australia, and Indonesia. ’ 32.5 74%
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Grocery retail market in 2024, USD bln -1 30% 8% 27% 25% 23% 21% 19% 17% 16% 14% 13%
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USA 1,748
Chi 1507 2019 2020 2021 2022 2023 2024 Hypermarkets Sypermarkets ® Convenience stores
ina ,
. . Sources: INFOLine, Magnit analysis.
India 527 Russian fc?od retail sales, RUB trln
— Food retail sales growth, % YoY
Germany 325 — Average annual food CPI, % YoY The modern retail market in Russia continues to hold
significant growth potential. As at the end of 2024, The structural changes in the Russian economy,
Japan 501 the Top 5 players increased their market share by 1.7 p.p. which began in 2022, continue to provide
France 284 Sources: Federal State Statistics Service, Ministry of Economic to 3'947 %, whereas in Western economies this figure additional development opportunities
UK 267 Development, Magnit analysis. typically stands at 60% or more. In 2024, the market for Russian retail. Most leading players continue
share of the Top 10 retail chains increased by 1.8 p.p. to invest in their own production, develop
Russia - 210 to 44.5%. private labels, and expand their product offering
t affordabl ices. A ding to INFOLiI total
|taly 195 370/ . . . a 'a ordable pl’lCE? ccoraing to Ine, tota
(o) Magnit's turnover growth spiked to 20%, outpacing private label sales in the food category grew
Mexico 173 share of Russians’ spending on market growth by 5 p.p. As a result, Magnit's share by 23% and exceeded RUB 2.9 trln, accounting
food in 2024 reached 13.2% of Russia’s total food trade turnover. for 11% of total food turnover.
Canada 166
Spain 155 Alongside the expansion of conventional retail
Australia 132 Market share of the largest retail chains formats, online food retail experienced robust
Consumer spending, % by revenue in Russia in 2024, % growth. According to INFOLine, 2024 saw
Poland mn9 Russia's e-grocery market grow by 39%, totalling
Indonesia 108 ‘ RUB 1.3 trln, or 4.8% of food turnover.

Sources: Euromonitor, Magnit analysis.

Expenditures on food continued to be a significant

component of Russian households’ budgets. According

to Rosstat, the share of household food spending has
ranged from 33.2% to 37.4% between 2006-2023,
averaging 35.5%. According to a SberCIB report!,

the structure of Russians' spending saw no significant
changes in 2024, with the share of spending on food
standing at 37%.

1 Sber CIB Ivanov Consumer Confidence Tracker, Magnit analysis.

37 @ Food 5 @ Healthcare
12 Utilities 5 @ Household goods
9 Clothing 4 @ Leisure
6 @ Interest 21 Other
payments

Source: Sber CIB Ilvanov Consumer Confidence Tracker,
Magnit analysis.

15.6 X5 Group
13.2 @ Magnit 1.0 @ Auchan
6.2 Mercury Retail 0.9 ® METRO
33 @ Lenta 0.8 Samokat
1.4 @ Svetofor 0.8 ® OKEY

1.4 @ Vkusvill

Sources: INFOLine, Magnit analysis.

RUB 2.9 trln

total private label sales in the food
category

RUB 1.3 trln

Russia’s e-grocery market in 2024
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CCl and food retail sales growth, %
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Beyond the active development of private label
and own production, the Company continued

to test and develop new formats tailored to meet
the latest consumer trends. In 2024, we opened
new small-format Magnit Ultra-Convenience stores
and First Choice (V1) hard discounters.

Furthermore, Magnit relaunched its loyalty
programme by rebranding and expanding it to all
of the Company's offline and online formats.

Now named Magnit Plus, the programme applies to
all Magnit Convenience, Magnit Extra, Magnit Family,
Magnit Cosmetic, Magnit Pharmacy, Magnit Delivery,
and Magnit Market purchases.

This enables Magnit customers to meet most

of their essential needs within our ecosystem —
whether purchasing food, beverages, cosmetics,
medications, or selecting from over one million
products on our marketplace.
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Key trends in consumer behaviour and preferences in 2024

Surge in rational consumption, staying
away from impulse buying

®

Consumers are becoming more rational
about their spending and more cautious
with their budgets, placing value on key
factors such as money, time, and assortment
when making purchasing decisions.

Interest in healthy products
and responsible consumption

Y

There is a rising consumer interest in eco-friendly
products, healthy eating and lifestyles, driving

a willingness to spend more on high-quality

and environmentally conscious products

in certain categories.

Increase in the popularity
of mid- and lower-price segments

@

Rising inflation has led Russians to opt for more
affordable alternatives instead of premium brand
products. This shift presents new opportunities
for the development of our own production
capabilities and private label offerings.

Growing interest in locally produced goods

e

In recent years, Russians have started purchasing
more products from local manufacturers. This

is primarily because local goods are often priced
lower than Western alternatives or can replace
items that are no longer available. Additionally,
some consumers are changing their consumption
habits to support domestic producers.

Consumers becoming more digital

The demand for online shopping and delivery
continues to rise, particularly in non-metropolitan
regions. E-commerce remains one of the most
dynamic channels, partly thanks to the prevailing
cost-saving trend, as consumers actively compare
prices and seek out better online deals.

Growing interest in ready-to-eat food

The growing number of one-person households
(now comprising as much as 40%) and compact
families whose members do not want to devote much
time to household chores, coupled with the spread
of express delivery services, is changing consumer
preferences, with an increasing demand

for ready-to-eat food. For instance, the number

of consumers who buy raw and unpeeled beetroot

is declining. Instead, consumers are increasingly
opting for already cooked and peeled beetroot, while
the consumption of ready-made beetroot salads
continues to rise.
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Key trends in Russian retail market

Growing share of Russian manufacturers

Many brands withdrawing from the market set
stage for the growth of Russian manufacturers,
including local suppliers and farms.

Increasing presence of hard discounters
and mini-markets

Discounters and mini-markets are gaining
popularity due to consumers’ price sensitivity
and remain in demand, including in remote
locations. The hard discounter segment

is expected to continue as one of the drivers
of traditional retail in the coming years

and contribute to market expansion.

E-grocery sales growth

The share of e-grocery sales in food retail

is expected to approach 7% by 2025. This will also

lead to an increase in the number of dark stores
that serve the online delivery market. Key market
players are actively investing in the development
of their online sales channels and revising

their business models to integrate express delivery
and pickup services, marketplaces, and dark stores.

Emerging digital systems

Digital technologies continue to evolve enabling

personalised approaches and streamlining business

processes.

Active expansion of marketplaces

Consumers are increasingly shifting their product

searches from search engines to marketplaces.
It is expected that the influence of this channel
will continue to grow across nearly all consumer
markets in the medium term.

Omni-channel development

Consumers are increasingly selecting shopping

destinations based on their specific circumstances

(urgent, spontaneous or planned purchases,
those requiring ample time for decision-making,
etc.), pushing retailers to improve the customer

journey, become more omni-channel, and integrate

seamlessly into their lives.

Shifts in demand and supply

In recent years, Russian consumers have

been favouring more affordable products,
including local brands and private labels,

as well as appealing promotional deals offered
by retailers. Simultaneously, the Russian retail
sector has continued to adapt to economic
and geopolitical shifts by transforming
customer interaction channels, improving
product offerings, and introducing alternatives
to discontinued brands.

Key changes in the regulatory environment in 2024

Change

Regulatory document

Effective date

Extension of the moratorium on unscheduled inspections of cash
registers until the end of 2024

Indexation of the Platon heavy vehicle charge system tariff
(an increase of 21 kopecks compared to the previous tariff)

Indefinite extension of the ban on trucks from unfriendly countries
entering Russia

Expansion of a 35% customs duty to additional categories

of perfumery, cosmetics, and household chemicals from unfriendly
countries; increase in import duties on alcohol from unfriendly
countries

Changes in customs duties for certain goods imported from unfriendly
countries

Extension of the automatic renewal of licences and other types

of permits until the end of 2024. Extension of some measures until
the end of 2029

Indexation of excise duties on tobacco products in 2025-2027
Increase in the minimum price for spirits effective 1 July 2024
Approval of new rules for setting minimum prices for nicotine-

containing products.

On 17 June 2024, the Russian Ministry of Agriculture set
minimum prices for such products effective from 1 September
to 31 December 2024

Regulation of the Government
of Russia No. 2140

Resolution of the Ministry
of Transport of Russia

Regulation of the Government
of Russia No. 1728

Regulation of the Government
of Russia No. 500

Regulation of the Government
of Russia No. 984

Regulation of the Government
of Russia No. 2269

Federal Law No. 539-FZ

Order of the Ministry of Finance
of Russia No. 80n

Regulation of the Government
of Russia No. 301

14 December 2023

1 February 2024

25 December 2023

17 April 2024

17 July 2024

23 December 2023

1January 2024

5 June 2024

14 March 2024
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Change

Regulatory document

Effective date

Increase in excise duties on fortified and domestically produced
sparkling wines to RUB 119 per litre starting 1 May 2024.
Replacement of excise stamps with special identification and control
stamps for tobacco product packaging

Introduction of additional labelling requirements for manufacturers,
importers, and sellers of labelled products regarding electronic
document management

Permission granted to the Russian Federal Service for Alcohol
and Tobacco Market Regulation to conduct random alcohol checks
in stores

Abolition of mandatory paper excise and special stamps for tobacco
products. Transition to digital labelling using 2D codes, with product
data entered into the State Information System for Monitoring Goods
Turnover, to be completed by 1 July 2025

Entry into force of an updated list of goods subject to mandatory
labelling

Adjustment of deadlines for payments to suppliers for perishable
goods (effective 1 March 2025)

Approval of amendments to the list of goods permitted for parallel
imports

Launch of a pilot project to label cosmetics and household chemicals

Launch of a pilot project to label canned foods

Extension of the pilot project to label imported alcohol with special
federal stamps until 31 May 2026

Amendments to labelling rules for certain goods including dairy,
tobacco, and nicotine-containing products.

Imposing liability on marketplaces for selling labelled goods through
their platforms

Introduction of an automatic sale ban at checkout for illegal
or expired labelled goods

Introduction of mandatory labelling for sturgeon and salmon caviar

Introduction of criminal liability for unlicensed production
and distribution of tobacco and tobacco products

Approval of a list of products requiring a certain share of recycled
content

Approval of labelling rules for animal feed. Introduction of nationwide
labelling for animal feed and veterinary drugs effective 1 September
2024

Approval of labelling rules for certain types of vegetable oils, and oil
and fat products. Introduction of mandatory labelling for vegetable
oils effective 1 October 2024

Approval of a reporting form for importers and producers of goods
who independently manage the recycling of waste resulting
from their goods

Approval of base environmental fees for producers and importers

of goods subject to waste recycling requirements that do not manage
such waste recycling independently

Introduction of a mandatory requirement for companies purchasing
dairy products and bottled water for internal use to report on such
goods’ turnover and removal from the market by sending data

to the labelling system

Establishment of agriculture aggregators assisting farmers in selling
their produce to large retail chains

Nationwide ban on the sale of non-alcoholic tonics, including energy
drinks, to minors. Prohibition of retail sales of such beverages
in containers exceeding 500 ml

Federal Law No. 96-FZ

Regulation of the Government
of Russia No. 743

Regulation of the Government
of Russia No. 240

Federal Law No. 325-FZ

Regulation of the Government
of Russia No. 1765-r

Federal Law No. 301-FZ

Order of the Ministry of Industry
and Trade of Russia No. 135

Regulation of the Government
of Russia No. 2405

Regulation of the Government
of Russia No. 105

Federal Law No. 57-FZ

Regulation of the Government
of Russia No. 386

Regulation of the Government
of Russia No. 1944

Regulation of the Government
of Russia No. 2028

Federal Law No. 390-FZ

Regulation of the Government
of Russia No. 2094-r

Regulation of the Government
of Russia No. 674

Regulation of the Government
of Russia No. 676

Regulation of the Government
of Russia No. 742

Regulation of the Government
of Russia No. 1041

Regulation of the Government
of Russia No. 841

Federal Law No. 297-FZ

Federal Law No. 304-FZ

1 May 2024

31 May 2024

29 February 2024

1September 2024

18 July 2024

8 August 2024

8 February 2024

15 January 2024

12 February 2024

23 March 2024

28 March 2024

1 April 2024

1 April 2024

1 April 2024

1March 2024

27 May 2024

27 May 2024

31 May 2024

1 August 2024

1September 2024

8 August 2024

8 August 2024

Food retail market outlook!

With unemployment remaining low, Alfa-Bank
expects salaries and wages to grow by 12% YoY
in 2025 and real disposable income to rise by 4%.
This, in turn, will support the food retail market,
which is expected to grow by 14%.

Major players will continue to strengthen their
industry positions through new store openings
and targeted M&A deals?

Average annual CPI and real disposable income growth, YoY %
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Alfa-Bank forecast, Federal State Statistics Service, Ministry of Economic Development, Magnit analysis.

1
2 M&A — mergers and acquisitions.



