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Ingles: A Leading Grocery Store Chain in the Southeastern US ”ﬂﬂ

o Recommendation: BUY with a PT of $96.00 representing
I n s an upside of 30.75% from 9/13 close — 5% weight
Investment Thesis Introduction:

1. Low-income consumers will rebound and continue to
shop at Ingles above competitors
Market Cap $1.37B 2. The understatement of real estate holdings makes for
good competition and shareholders will ultimately be

Last Close $73.43 paid from the cash flows that the land produces
52 Week Range $67.10-$89.59 3. Due to RE holdings we believe that Ingles is an
P/E 8.56x undervalued sleeper stock, but for how much longer?
EV/EBITDA 4.53x
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Ingles is a Dynasty with the Founding Family Still in Control ”ﬂﬂ

Clﬂ oy

© o
[+ D
Ingles offers national 107 stores provide full- s'le‘!v?;:gtorr]zsrrﬁgz:\i/:ads? ;llilo 108 stores provide
brands, private label service gas stations incluges sales fr(;m Ingles-produced cafes
products, & fresh products where customers can liquor stores, tobacco and Starbucks pop-up
while providing online earn 1 point /$1 spent for and health & beaut ’ locations to increase foot
shopping & curbside pickup discounts on groceries products y traffic & customer loyalty
[ ~60% of Revenue ] [ ~14% of Revenue ] [ ~22% of Revenue ] [ “Other” Revenue ~4% ]
EBIT by Operating Segment? Niche Bubble of Loyal, Consistent Customers?
$6,000 $ in millions : Robert
Al stores w/in 280 mi. [ “Bobby”
$5,000 of distribution center? 1 / Ingle Il
Chairman of
$4,000 M ‘ the Board
$3,000 “Inspired by the "small
town values" upon which
$2,000 E we began our company,
$1,000 we remain dedicated to
’ our customers, our
$0 associates, and our
2018 2029 2020 2021 2022 2023 communities.”

EGrocery HFuel Non-Foods

(1,3) Ingles Corporate, (2) 2018-2023 10K Filings
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Ingles’ Low-Cost Offerings & Positioning Soars Above Competitors
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Major Players

National Sqm’s
Retail

el (® TARGET Walmart club >
Major B
Super- /= ALDI I(r\cager Publix
markets

Regional . . S " ®

Grocery gD seter ingles

Geographic Breakdown of Grocery Industry

SE is a major region for the industry, second to the Mid-Atlantic.

Regional Share of Grocery Establishments (%)?2

Great Lakes
= Mid-Atlantic
= New England Southeast:
Plains ~23%
= Rocky Mountains of US grocery
= Southeast stores and
growing.

= Southwest
West

Ingles vs. Competitor Prices

As a regional grocery store, Ingles can foster strong local loyalty
while also competing effectively on price with major retailers.

Shopping Cart Cost Per Store'

$50.00 $43.09

$40.00 $37.20 $35.40

9,

$30.33

$30.00

$20.00

$10.00

Harris Teeter mWalmart mingles mAldi

Growth in Southeastern Region is now a Tailwind

SE population has grown and has continued expected growth
higher than the national average in coming years.3

w ~3mil
é ~2-3%

A

(eg)
@ 4 ~10-20%

Americans have moved to the southeast
region of the US in the past 4 years

less income, state, and property taxes
in most states in the southeast

lower costs of living including
housing, utilities, and healthcare

(1) Ingles’ Markets and The lll-Informed Land Report, (2) IBISWorld: Supermarkets & Grocery in US, (3) The Shelby Report
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Low Income Consumers will Rebound to Improve Margins

mm

Weak Consumers & Higher Costs Have Affected Ingles’ Margins'

$375 . 8%
$300
” . 6%
$225
4%
$150
o
" I I I 3
$0 0%
2017 2018 2019 2020 2021 2022 2023 2024
mmm EBIT EBIT Margin

Ingles is Positioned Well Against Competitors as they have Proved Differentiation & Sourcing Tailwinds

Ingles can differentiate through their distribution network (warehouses and transportation infrastructure) to get
back to 8% margins they had in 2022, and ultimately stay ahead of larger competitor's margins, such as Kroger.

0,
65% 80%

55% 57%

Aldi

Ingles 2023 Ingles 2024 Kroger

m Internal Sourcing Facilities Local Distributors

(1) CaplQ; (2) BofA Research
Culverhouse Investment Management Group — Consumer Staples Committee
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Ingles’ vertical
integration helps
control costs

Management
believes that their
ability to stock its

and manage t
supply chain ~ stores more
chglrl)e&ges efficiently during
the current periods

better than . '
i of inflation can
competitors result in better

who rely on 31

. margins.
parties. g




Understatement of Real Estate Makes Ingles not Just a Grocer

% of Stores Self-Owned Across Industry Boxing Out Competitors1:2
Natural "Ingles Markets owns the 10.46-acre plot of land directly beside their Ingles location at 100
Grocers . 7.9% Nathan Dean Bypass in Rockmart, GA, which otherwise could be used for commercial
development by a competitor.“
Publix ([ 20.0%
| Disclosed Land Holdings Actual Land Holdings
Albertsons _ 39.0%

ogor | .0

3,700

23 x acres
I 51.3% 160 minieh
) Holdings
Ingles Markets J_ 84.3% acres

w

hat Does this Real Estate Actually Look Like?3*

157 Webster Road

b

173 Webster Road

/ \ O KOOLER ICE
Only 2

o Ingles Markets
competitors
within 20 miles

o Walmart Supercenter

1a uiRuNoN fows

Webster
. Consumers are i o
Bumgarner BT not willing to
5 R e O Taivew drive extra miles : <
) Fairviev sl

for groceries
@

\_ % GO
(1) Gwen Hofmeyr, (2) Appendix Slide 14, (3) Google Maps (4) BofA Research
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i
Ingles is an Undervalued Sleeper Stock, but for How Much Longer?’ ””II
With Substantial Buybacks Throughout the Years

6.0%
5.0%
4.0%
3.0%
2.0% \/\

1.0% 18.5 s
0.0% 18 $0
2014 2016 2018 2020 2022 2024 2015 2016 2017 2018 2019 2020 2021 2022 2023

—e—Ingles Industry Average mmmm # Shares Outstanding (millions) EPS
Recent Deals within the Grocer Sector
RDENAS B APOLLO SN O
Albertsons’

Apollo buys Cardenas Market from KKR through $512m in debt
for 59 stores. Representing an average of $8.6m per store

| $ |
[

FOOD LION —

( Kroger plants to sell 579 stores to C&S Wholesale Albertsons for 1
: $1.9b to close a merger with Albertsons. Represents an average of |
$3.2m per store !

Food Lion sold a store for 38,750 square feet for $5.2m for an
average of $134.19 per square foot

Piggly Wiggly sold two stores at 54,968 square feet for $3.2m for an
average of $58.21 per square foot

(1) Gwen Hofmeyr (2) PitchBook
Culverhouse Investment Management Group — Consumer Staples Committee



e .
Thesis in the Model’ ””II
Increased Operating Expenses Depressing EBIT How Are They Going to Return?

Operating Expense vs. Margin EBIT vs EBIT Margin
1,400.0 21.5% $450 8.0%
1,200.0 21.0% $375 . 7.0%
1,000.0 I I 20.5% 6.0%
N l 20.0% $300 . 5.0%
800.0 °
19.5% 4225 - 4 0%
600.0 19.0% ' i 3.0%
400.0 18.5% $150 e
' 18.0% 675 2.0%
200.0 17.5% 1.0%
- 17.0% $0 0.0%
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Ingles EPS vs. Peers
$7.00
$6.00
$5.00
$4.00
$3.00
$2.00
$1.00 ﬁ
$-
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 LTM
—|ngles Walmart -——Kroger

(1) CIMG Model
Culverhouse Investment Management Group — Consumer Staples Committee



Valuation ingles




Valuation

r——-

Recommendation: Buy
Price Target: $96.00
Upside: 30.75%
Weight: 5.0%

What We’re Playing For:

Low-income consumers will rebound as well as Ingles
playing on their differentiation and sourcing strategies to
return to 2022 margins

Understatement of real estate holdings in company
earnings ultimately boxes out customers and
undervalues Ingles book prices

Continued outperformance in net income margins, as
well as substantial buybacks

Catalyst Path:

Management continues increasing internal sourcing to
rebound EBIT margins

Management decides to “unpause”
expansion/renovation as COVID-19 price shocks
decrease

Activists continue to fight for shareholder transparency

Risks:

Ingles fails attempt to continue vertical integration,
depressing EBIT margins

Ingles management unsuccessfully leverages Real
Estate holdings

(1) CIMG Model
Culverhouse Investment Management Group — Consumer Staples Committee

10% Discount Rate & 2% Long-Term Growth
Rate 9.0x EV/EBIT Multiple

2 Yr Forward Mutliple - 10 Yr. DCF

Terminal Value S 2,136
PV of Terminal Value S 881
PV of Free Cash Flow S 1,062
Enterprise Value S 1,943
Less: Debt S 518
Less: Preferred / Other S -
Plus: Cash S 355
Implied Equity Value S 1,779
Diluted Shares Outstanding 19
Implied Share Price S  93.67
Upside / (Downside) 27.56%
PV TV as a % of the Enterprise Value 45.35%
Implied Long Term Growth Rate (FCF) 1.32%

Long Term Growth Rate Method - 10 Yr. DCF

Terminal Value S 2,335
PV of Terminal Value S 963
PV of Free Cash Flow S 1,062
Enterprise Value S 2,025
Less: Debt S 518
Less: Preferred / Other S -
Plus: Cash S 355
Implied Equity Value S 1,861
Diluted Shares Outstanding 18.99
Implied Share Price S 9798
Upside / (Downside) 33.44%
PV TV as a % of the Enterprise Value 47.56%
Implied Terminal Multiple (EV/EBIT) 9.44x
Implied Terminal Multiple (EV/EBITDA) 6.20x
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Map of SE Population Growth
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i
Deeper Dive into the Real Estate Story’ ””II
Gwen Hofmeyr:

Equity Research Anzlystaicl NN Gwen manually sourced from 400 county tax
offices across GA, NC, TN, and VA to comprise a
B.A. In Political Science and Government at the 10 OOO-point dataset:
, :

University of Victoria

How This Differentiates Ingles Ingles Disclosed Figures: Actual Figures:

Cash Flowing Real Estate: After-tax adjustments on
Shutting out competitors leaseholds and buildings:
$352 million
"Ingles Markets owns the 10.46 acre plot of land
directly beside their Ingles location at 100 160 Acres
Nathan Dean Bypass in Rockmart, GA, which 1 acre = $9.2m
otherwise could be used for commercial 1 acre =$2.2m

development by a competitor.” - Hofmeyr
Total Acreage:
Ingles is not overstating the
. . . value of their land rather, it
Compete with Harris Teeter, Aldi, S by 3700 acres

Walmart amount of land owned

(1) Gwen Hofmeyr
Culverhouse Investment Management Group — Consumer Staples Committee



Ingles Historical P/E

m

30
Median — 8.1x
25 Low — 3.6x
High — 28.2x
20
15
10
5
0
Dec-09 Jan-12 Feb-14 Mar-16 Apr-18 May-20 Jun-22 Jul-24
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