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COMMENTARY

1.

Nature of business

Choppies Enterprises Limited (“Choppies” or “the Company” or “the Group”) is a Botswana-
based investment holding company operating in the retail sector in Southern Africa.
Dual-listed on the Botswana Stock Exchange ("BSE”) and Johannesburg Stock Exchange
("JSE”), its operations include food, liquor and general merchandise retailing as well as
milling and manufacturing and financial services transactions. These are supported by
centralised distribution channels through distribution and logistical support centres.

Each week, approximately 2.5 million customers visit 302 stores across seven formats in
three countries. With an annual revenue of more than BWP 9 billion, Choppies employs over
11 000 people and competes against retailers, wholesalers and the informal market in both
rural and urban Africa.

Basis of preparation and accounting policies

The unaudited interim consolidated financial statements for the six months ended

31 December 2025 have been prepared in accordance with the requirements of the BSE
Limited (“BSE Listings Requirements”) and JSE Limited (“JSE Listings Requirements”), as
well as the requirements of the Botswana Companies Act, as amended.

The interim reports have been prepared in accordance with the framework concepts and
the measurement and recognition requirements of IFRS® Accounting Standards and contain
the information required by IAS 34 Interim Financial Reporting.

The accounting policies used in the preparation of the interim consolidated financial
statements are in terms of IFRS Accounting Standards and are consistent with those
applied in the previous year, and the methods of computation are consistent with those of
the previous annual financial statements.

Directors’ responsibility for the consolidated financial statements
The directors are responsible for the preparation of the unaudited interim group financial
results and financial position of the Group in accordance with BSE and JSE Listings
Requirements and the Companies Act of Botswana.

Going concern

The Board evaluated the going concern assumption up to the date of signing of the Group
financial statements, considering the current financial position and its best estimate of the
cash flow forecasts, and deemed it to be appropriate in the presentation of the consolidated
annual financial statements.

The Board has reviewed the cash flow forecast for the next 12 months, as prepared by
management, and is of the opinion that the Group has sufficient liquidity to support its
working capital requirements adequately and, consequently, is satisfied with the Group’s
ability to continue as a going concern for the foreseeable future.

The Board is satisfied that the Group is a going concern and therefore continues to apply
the going concern assumption in the preparation of the financial statements.

Group results

The following impacted Group profitability:

* Reduced consumer liquidity driven by the Botswana diamond market slump

« Devaluation of the Pula to combat economic strain from a severe downturn in the global
diamond market

« Constrained spending due to Botswana government’s austerity measures

« Inflationary cost base

« New stores not yet reaching the maturity curve

« Implementation of living wage in Botswana

+ Government subsidised commodities in Namibia

« Deflation on key food lines in Zambia due to the Kwacha appreciating

« Promotional intensity in a constrained consumer market.

The Group’s retail sales increased by 8.9% to BWP 5 091 million (2024: BWP 4 677 million),
driven by 25 new stores, inflation, and volume growth. Choppies segments achieved volume
growth of 3.8% and price growth of 71%, while sales for like-for-like stores increased by 2.9%.

The gross profit margin declined by 0.8% to 19.8% (2024: 20.6%) due to lower margins in all
segments except Liquorama. The Liquorama gross profit margin improved from 12.3% to
13.6% compared to the prior year.

In Pula terms, gross profit increased by 4.4% to BWP 1 007 million (2024: BWP 965 million),
despite the competitive and challenging economic environment.

Total expenses increased by 9.1% due to new stores, inflation, the derecognition of payables
and loss on the sale of businesses in the previous year. The loss of BWP 14 million last year
relates to the sale of the Zimbabwe segment and this year included a gain from the
derecognition of payables resulting from the discontinued operations of Kenya, Tanzania
and Mozambique, which were shut down in the 2019 financial year.

Excluding the derecognition and loss on sale of businesses, total expenses increased by
13.5%.

Operating profit (EBIT) decreased by 20.0% from BWP 190 million to BWP 152 million.
Adjusted EBIT decreased by 28.9% from BWP 204 million to BWP 145 million. The EBIT
decline is due to costs growing at a much faster rate than Pula gross profit.

Net finance costs grew 1.9% due to lower debt offset by higher interest on leases as a result
of new stores.

The effective tax rate of 22.2% (2024:17.3%) is slightly higher than the standard rate primarily
due to losses in Namibia for which we have not yet raised any deferred tax, and non-taxable
gain on derecognition of payables. Last year’s rate was lower than the standard rate due to
deferred tax raised on carried forward tax losses in the Zambia segment.

Statement of financial position and cash flows

The Group reduced non-IFRS 16 debt by BWP 55 million despite investing BWP 127 million
in new stores and logistics. Working capital improved fromm BWP 6 million outflow in the
prior year to this year’s inflow of BWP 54 million, strengthening liquidity.

During January 2026, the Group settled in full the consortium debt raised in 2021.

Operational overview

Choppies Botswana

As a conseguence of the slump in the diamond market and government austerity measures,
consumer demand collapsed from July 2025 due to reduced household spending and high
economic pressure. This led to competitors with excess inventory as consumers, facing
rising costs for essentials, significantly decreasing their purchases of foods and other
groceries. Retail turnover was impacted by aggressive competitor discounting activity over
the reported trading period. Inflation was elevated due to the unexpected devaluation of the
Pula in July 2025. The devaluation resulted in incremental costs of BWP 64 million, which
could not be passed on to customers.

Sales from Botswana increased by 3.0%, with like-for-like sales declining 11% due to the
weaker economy in Botswana, but the business showed strong resilience in an increasingly
challenging economic environment. Sales increased to BWP 2 991 million (2024: BWP 2 905
million), supported by volume decline of 3.8%, price inflation of 5.9%, and nine new stores.

EBITDA and adjusted EBITDA decreased by 16.2% and 17.5%, respectively, as gross profit
increased slower than costs. The gross profit rate declined by 1.0%. New stores and inflation
drove costs. The new stores opened over the last 12 months will need time to reach full
potential.

The introduction of the living wage in this segment has placed short-term pressure on
profitability but is expected to strengthen long-term employee retention and brand
reputation.

Overall, despite the lower profitability, we are pleased with the performance resulting from
good in-store execution, improved customer engagement, and enhanced availability due to
the inventory optimisation. We are continuing to manage pricing aligned to competitive
price gaps and elevated inflation.

Our 21st anniversary promotion in October significantly boosted store traffic and customer
engagement, as we provided a fully furnished two-bedroom house as a prize. This offset the
negative impact of the weak economy. A loyalty programme was launched to deepen
retention and we will accelerate the penetration rate in the balance of the financial year.

Choppies Namibia

Namibia experienced sales growth of 20.6% and like-for-like sales growth of 9.6%. From
July 2025 to November 2025, the Namibian government introduced subsidies for
commodities primarily aimed at boosting food security. Maize, pilchards, soya, rice and oil
were subsidised. These are major contributors to sales for Choppies Namibia, putting
pressure on overall sales and leading to lower margins and profitability.

EBITDA declined 611% and EBIT last year of BWP 6 million moved to a loss this year of
BWP 8 million.

Choppies Zambia
The Kwacha has experienced a 11% appreciation against the Pula since the end of the last
half year, primarily due to stronger copper export revenues.

Although inflation has moderated, household purchasing power continues to be strained by
high food, energy, housing and transport costs. The country faces persistently high
unemployment and underemployment levels, particularly among youth, women and urban
informal workers.

All these factors led to lower margins or lower profitability.

Zambia experienced sales growth of 37.5% in Pula value, equating to an increase of 23.0% in
Kwacha value, like-for-like sales growth of 11.7% in Pula value, and like-for-like sales growth
of negative 0.2% in Kwacha value. Six new stores were opened during the year.

In Pula terms, adjusted EBITDA declined 34.6% and adjusted EBIT declined 56.1%.

Choppies Botswana - Liquorama segment

Sales decreased 8.2%, driven by the weak economy and offset by five new stores. Like-for-
like sales declined by 10.9%. The gross profit rate increased from 12.3% in the prior year to
13.6% this year due to better control over promotions.

EBITDA increased by 5.9% and EBIT reduced to a loss of BWP 1 million (2024: profit of
BWP 2 million) attributable to incremental depreciation on new stores.

Rest of Choppies segment
The Rest of Choppies segment includes the milling, manufacturing and hardware
businesses. The milling and manufacturing businesses are profitable.

The hardware segment losses narrowed from BWP 4 million to BWP 1 million. It will take
another six to 12 months to turn around this business, including opening new stores and
expanding into the other countries in which Choppies currently operates.

Overall, the Rest of Choppies segment increased adjusted EBIT from BWP 14 million in the
last year to a profit of BWP 23 million this year.

Events after the reporting date
There have been no material changes in the affairs or financial position of the Group for
1 January 2026 to the date of this publication.

Outlook

We expect continued uncertainty in our business and the Southern African economy due to
the duration and intensity of global credit conditions, impact of tariffs, the devaluation of
the Pula, military conflicts in the Middle East and Ukraine, slower economic growth, surging
prices for energy and commodities, renewed supply chain disruption, financial market
volatility, volatility in employment trends and consumer confidence, all of which may impact
our results.

Our strategic priorities remain:

« Consolidating profitability in Botswana, Namibia and Zambia

« Completing the turnaround of Builders Mart and Liquorama

« Extracting efficiencies from distribution and inventory systems
* Maintaining cost discipline amid macro-volatility

* Rolling out the new ERP

* Maintaining financial discipline

+ Advancing ESG initiatives.

The Board remains confident that Choppies is positioned for sustainable growth and
improved shareholder returns.

Distribution to shareholders - ordinary dividend number 11
The Board has declared an interim dividend (number 11) of 1.0 thebe per ordinary share
(2024: 1.6 thebe), payable on 29 April 2026.

For and on behalf of the Board

UL o
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Chairman Chief Executive Officer
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