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“We would like to initiate a 4.0% position in DG”

Recommendation

Total Shares
TD #1 (Unrestricted) Shared
TD #2 (Endowment) Shared

Market Price

Price Target

Potential Upside

Cost Basis

% of Portfolio

96
32
64

$ 16435
$ 18251
11.05%

$ 15,777.60
4.00%
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Company Overview
“‘Save time. Save money. Every Day!”

DOLLAR
GENERAL

Summary

For more than 80 years Dollar General has earned a
reputation on providing a great value to their customers
They offer a broad selection of merchandise, including
consumable items, seasonal items, home products and
apparel.

As of February 1st, 2019 They have 15,730 stores in 44
States

Continually evaluate and modify there merchandise and
pricing accordingly, while remaining focused on increasing
profitability, cash and returns for shareholders.

In 2007 investment groups bought out Dollar General for $6.9
Billion

In 2009 the New York Stock Exchange welcomes back Dollar
General

Market Capitalization

Dollar General (USDS)

Current price S 162.87
Dividend yield 0.78%
52-week high S 166.98
52-week low S 98.08
Shares outstanding .266 B
Add: Total Debt 10,969.98
Add: Minority Interest 0
Less: Cash & S.T Investment 259.57

Enterprise value: $51,023.87

Financial Summary (Millions)

2017 2018 2019 ™
Revenue 21,986.6 23,4710 256250  26,672.2
YOY Growth 794%  6.75%  9.18% 4.09%
EBITDA 2,4434 2,4120 2,570.4 3,2716
YOY Growth 657%  -1.28%  6.57% 27.28%
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“‘Save time. Save money. Every Day!”

Revenue Breakdown and Store Growth

Revenue by Business Segment Stores at End of Year
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DG Annotated Price Chart
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DG Annotated Price Chart
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DG Annotated Price Chart
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=Consumer staples sector performs well during recession

=Trade war tensions have been increasing appeal of consumer staples stocks
=Shifts in consumer preferences towards healthier choices

=Deep discount stores focus on remote locations

=Increased demand for E-commerce and in store pickup

DISCOUNT RETAILER MARKETSHARE

Dollar general
51%
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Health, wellness,
and responsibility
as the new basis of
brand loyalty

O REE 4 Unfulfilled economic
CO":_‘;me' recovery for core
bbbl  consumer segments

Greater income '******p>
bifurcation

Continued growth é é
of the dollar store """
and discount

grocery channels

Middle class struggling to

. g : : Continued growth of health A
regain pre-recession footing

and natural retailers

4 “Ethical” and niche brands

Shift toward customized _ taking market share

and personalized products
Fragmentation of taste

" and preferences

4

Personalized, targeted ...
marketing experiences
¥ Increased influence \d
of digital on ;
T Continued resource
shortages and
commodity price

volatility

Pervasive
digitization of the

vl path to purchase

to entry
collapsed

New business models,
including subscription
and direct-to-consumer
delivery

4

<4 The new

“consumer
value
equation”

. Extreme climate events and
disruptions in product supply

Natural
resource
shortages
(e.g., water)
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Cardboard Backhauling:

o  Cardboard shipped to Dollar General stores are broken down and returned to the distribution center for
recycling or sold to paper mills. More than 1.7 million tons of cardboard have been recycled, which is
equivalent to nearly 29 million trees saved.

Moving Smarter:

o They have implemented a more efficient freight loading process that helps reduce the total number of

miles driven and the diesel fuel required to transport items from distribution centers to stores
Plastic Film:

o  Program in which distribution centers collect plastic film returned from stores. The plastic is then sold to a
vendor which recycles the material for use in the company’s D.G home trash bags. They have recycled
more than 10,000 tons of plastic film that not only is reused, but also helps maintain low prices on the
satisfaction-guaranteed products
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e In 2018 Dollar General and its foundations awarded over 20 million dollars to over 3,000 nonprofit organizations.
o  Since 1993, the Dollar General Literacy Foundation has invested nearly 160 million to nonprofits to help
more than 10 million individuals learn to read.
o In 2015 the Adult Literacy XPRIZE was launched to inspire innovations in applications to help adults
improve their literacy skills. As a result, 12,000 new learners now have access to free learning applications
e Children's health
o  For 13 years Dollar General has helped raise over 20 million dollars for the St. Jude Children's Research
Hospital.
e Disaster Relief
o  Since partnering with Red Cross in 2010 Dollar General has donated 5.1 million to the organization.
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= Possible Upcoming Recession
=Majority of customers earn less than $49,000
=Dollar Tree surged 64.7% during the Financial Crisis in 2008 ]5’3 70 STORES

IN 44 STATES

AS OF FEBRUARY 1, 2019

@D STORES
© DISTRIBUTION CENTER

= DG Fresh and DGX Initiatives = R =
*Already added 450 stores with coolers/Fresh Produce o p RS
*DGX Stores, 3in 2018, 10 in 2019 - e T o8 B \Eg‘"
= Consistent Location Expansion = N R T LSS
=Started 2018 with 14,534 o o w | 1@ —
*Added 900 stores in 2018 & @ o
= Expecting to add another 975 stores in 2019 =p e Q
2 @D

= Success through Tariff War
=Stock price has risen over 40% last 12 months
=Effects of trade war has been mitigated through slightly raising prices and negotiation with suppliers
=Diverse network of suppliers
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Spread between 10-year minus 3-month note
Narrowest since August 2007
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Probability of US Recession Predicted by Treasury Spread*

Twelve Months Ahead (month averages)
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*Parameters estimated using data from January 1959 to December 2009, recession probabilities predicted using data through Sep 2019. @
The parameter estimates are =-0.5333, (#=-0.6330.

Updated 03-Oct-2019
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Risks Catalysts

e Chinese trade war e DG Goapp

e SNAP reduction e DG Fresh

e Increased competition e Store openings and renovations

e Unemployment rate e Brand Loyalty

e 52 week high

e Seasonal products

With the threat of a recession looming, Dollar General is an

Dollar General has managed to thrive despite a downward spiraling
appealing investment for a potential bear market.

macroeconomic environment.
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“We would like to initiate a 4.0% position in DG”

Recommendation

Total Shares
TD #1 (Unrestricted) Shared
TD #2 (Endowment) Shared

Market Price

Price Target

Potential Upside

Cost Basis

% of Portfolio

96
32
64

$ 16435
$ 18251
11.05%

$ 15,777.60
4.00%
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Current Recommended

Before Purchase: After Purchase:

Consteliation Brands (STZ) Pepsi (PEP) steliati (STZ) Pepsi (PEP) Dollar General (DG)




