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Rating action and rationale

EthiFinance Ratings affirms Sonepar’s short-term rating for the NEU CP instrument (of up to €1.5bn) at EF1+.

Sonepar is a global B2B distributor of electrical products, solutions, and related services, operating through a
decentralized model across 40 countries.

Our rating affirmation reflects Sonepar’s strong continued deleveraging trajectory over the forecast period
(2026-28), driven by solid EBITDA and cash flow generation, which would lead to an EthiFinance Ratings net
leverage ratio of 1.0x by 2028. FY25 credit metrics were solid and consistent with upper category investment-
grade thresholds (except for the interest coverage ratio). The EthiFinance Ratings-adjusted net leverage ratio
improved to 1.5x in FY25 (vs 1.8x in FY24), while the interest coverage ratio remained above 10.0x, and the
capitalisation ratio improved from 175% to 192% yoy. Revenue and profitability growth in FY25 reflected the
successful integration of large targets acquired in 2024, mainly in the US, as well as strong volumes in
renewables, data centers, and the industrial sector. It also reflected Sonepar’s ability to fully pass through
manufacturers’ price increases to customers.

Based on the strong performance in the first half of 2026, we expect mid-single-digit revenue growth, driven
mainly by pricing and volumes, as well as the integration of acquired targets in Europe, the US, and emerging
markets. Growth should continue to be driven by grid modernisation, data centers, and a recovery in the
residential and renewables sectors. We also expect management to optimise OpEx through increased
automation and Al integration in supply-chain logistics. As a result, EBITDA should increase by around 5% per
year on average over our forecast period, supporting further improvement in credit metrics. Consequently, our
rating remains supported by Sonepar’s solid liquidity profile and our expectation of sustained deleveraging,
materialising through an improvement in both an adjusted net leverage below 1.0x by 2028 and an interest
coverage ratio up to 13.0x by end-2028.

However, the rating is constrained by Sonepar’s high exposure to residential construction, which represented
more than half of total sales in FY25. The cyclicality of this end-market is expected to limit the group’s ability to
generate higher earnings during down cycles. The rating is further constrained by interest coverage, which
remains below the threshold for the current rating.

Under our methodology, the retailing industry has medium ESG risks (sector heatmap score between 3 and 3.5).
As a result, the sector-specific ESG profile does not materially influence the overall business risk profile. From
an environmental perspective, the industry's direct impact on climate and biodiversity is generally low, aside
from emissions related to logistics operations. However, the sector exhibits a medium-level impact on natural
resources due to the environmental footprint of distribution channels and an impact on pollution, particularly
from packaging waste.

Our assessment of the company’s ESG policy improved to positive (company ESG score of between 0 and 1.0),
resulting in a half-notch upgrade of the financial risk profile in accordance with our methodology.

Issuer description

Sonepar, a family-owned company, is the world’s largest B2B distributor of electrical products, solutions, and related

services. Its portfolio, primarily marketed under manufacturers’ brands, spans four main product segments: i)

Electricity and Energy Distribution (33% of FY25 sales); ii) Cables and Wires (19%); iii) Lighting (12%); and iv) Building
Automation and Construction (9%). The majority of customers are intermediary installers, typically construction firms
in the residential and commercial building sectors or specialized installers. The remainder comprises direct end-users

across various industries, including component manufacturing, public infrastructure, and institutional facilities.

As of end-2025, Sonepar operated in 40 countries through approximately 2,351 branches, 184 distribution centres, and

employed around 45,908 people.

Over 2025, Sonepar generated €33.6bn of revenues, with an EthiFinance Ratings-adjusted net leverage ratio of 1.5x at

year-end.
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Fundamentals

Business risk profile

Industry risk assessment
e Mid-single-digit EBIT margin across the B2B electric equipment distribution sector

The median EBIT margin averaged 5.1% over 2023-25 across Sonepar’s main peers, including Rexel and Wesco.
Following a post-Covid peak in 2022-2023 marked by inflationary tailwinds, and a margin compression in 2024 as
volumes weakened and price inflation faded, 2025 was marked by stabilisation/ mild recovery. This resulted from solid
momentum in North America, supported by high demand from data-centre projects, as well as self-help cost
programmes, which helped offset muted sales growth in Europe amid sluggish residential construction, continued
challenges in electrification, and price deflation in solar products. In 2026, sales growth is expected to continue to be
driven mainly by the US, supported by grid modernisation and power reliability needs, as well as Al-driven data centres
and the hyperscaler CapEx cycle.

The industry remains somewhat exposed to cyclical dynamics, largely because of its reliance on construction and
renovation markets. However, large-scale distributors tend to mitigate these fluctuations through disciplined cost
management, including headcount reductions, digitalisation, warehouse automation, and agile pricing strategies.
These measures support profitability protection amid shifting market conditions.

e Moderate barriers to entry in a fragmented market, with scale as a key differentiator

The electrical distribution industry presents moderate barriers to entry, primarily due to its fragmented structure.
Thousands of small independent distributors operate in a market worth €430bn worldwide (as per the company’s
assessment), typically as regional players with personalised service or niche product specialisation. Market entry at a
small scale therefore remains accessible for firms with supplier relationships and efficient working capital
management. However, large incumbents such as Sonepar benefit from capital- and scale-intensive competitive
advantages, including significant purchasing power, broad inventory availability, advanced IT infrastructure (notably in
digitalisation and automation), and integrated logistics networks. Established relationships with major contractors and
industrial clients, along with value-added services such as technical support and e-commerce platforms, further
reinforce competitive positioning and customer retention. We believe that although small-scale market entry remains
feasible, developing into a major competitor requires overcoming the cost advantages and customer loyalty enjoyed by
incumbents. This structural dynamic has supported ongoing industry consolidation, with growth increasingly driven by
M&A.

e Long-term growth drivers backed by rising energy demand and electrification, particularly in the U.S.

The structural growth outlook for the electrical equipment distribution sector remains positive, supported by global
trends in electrification and infrastructure investment. Globally, the expansion of renewable energy, electric vehicles
(EVs), and grid modernisation is driving demand for electrical components and services. Although European markets
have recently experienced softer momentum because of macroeconomic headwinds impacting residential markets
both in the US and EU, the U.S. continues to represent the most dynamic and sizeable opportunity, driven mainly by
investments in data centers & Al infrastructure. The US market is valued at nearly $200bn, considerably larger than
Germany ($24bn) or France ($14bn) according to Sonepar. Distributors are well positioned to benefit from federal
programs such as the Infrastructure Investment and Jobs Act (I1JA) and the Inflation Reduction Act (IRA), which are
deploying substantial funding toward power grid upgrades, renewable energy expansion, and transport electrification.
We believe all these investment needs will continue to generate sustained demand for electrical components and
distribution services.

Company's competitive positioning
e World’s largest B2B distributor of electrical products, solutions and services

Sonepar benefits from its global scale, with operations spanning four continents, although nearly 95% of 2025
revenues were generated in Europe and North America. These two regions remain the core focus of the company’s
ME&A strategy, which aims to reinforce its leadership positions through targeted consolidation. After a particularly
significant FY24 in terms of M&A (exceeding €2bn), the group reduced its envelope in FY25 and completed only a few
targeted acquisitions, mostly in Brazil and India. In our view, this reflects Sonepar’s ability to capture growth in the
industrial B2B electrical solutions sector in emerging markets, which are increasingly attracting foreign direct
investments.

Sonepar has made significant progress in digitalising its operations and currently leads peers in this area, which we
believe will support further efficiency gains and OpEx optimisation. In 2025, digital sales accounted for 36.7% of total
revenue (up from 25% in FY24), compared with around 34% for Rexel, its closest competitor. These digital revenues
include online channels (web and mobile) as well as system-to-system transactions. Given structurally low operating
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margins resulting from intense price-based competition, digitalisation, warehouse automation, and Al-driven
productivity are the key features of Sonepar’s business model, as they ensure margin protection and reinforce the
group’s short-term credit rating.

e Resilient financial profile supporting credit strength

Sonepar has exhibited strong resilience in past economic downturns, both in terms of gross margin stability and cash
generation. The group has maintained a solid track record of free cash flow generation, which remains a credit-

positive factor, and we expect it to continue over the short and medium term. In FY25, Sonepar ranked among the top
three of its main competitors for both gross and EBIT margins. The group also benefits from a robust capitalisation ratio
(192% in FY25) and a strong interest coverage ratio (10.2x for 2025), highlighting its measured financial policy and
solid rating fundamentals.

e Strong local presence, diversified offerings, and low customer concentration support credit quality

Sonepar’s rating is supported by its extensive local footprint and dense distribution infrastructure, reflected in its
global network of approximately 2,351 branches and 184 distribution centres. This operational reach supports local
market responsiveness and underpins the group’s competitive positioning.

The company also benefits from a well-diversified product portfolio across multiple segments. In recent years, Sonepar
has focused on expanding its renewable energy offering, which accounted for 5% of revenues in FY25. This
contribution was affected primarily by sharp price declines in solar panels and renewable electrical equipment, driven
by excess global manufacturing capacity, particularly from China, which exerted downward pricing pressure across the
sector, especially in Europe. Customer concentration remains low. In each key geography, the top 10 clients account
for only 5 to 15% of national sales. Although certain niche segments may exhibit higher concentration due to industry-
specific exposures, these activities represent a limited portion of overall operations and do not materially affect the
group’s business risk profile.

Governance
e Stable family ownership structure with active governance involvement

Founded in 1969 by Henri Coisne and his brothers, Sonepar remains a family-owned company. Ownership is mainly
structured through the holding company Colam Entreprendre and other affiliated vehicles of the founding Coisne and
Lambert families. As of end-2025, the remaining shares were held by employees and members of the management
team. Several family representatives continue to serve on the corporate board, ensuring continuity in strategic
oversight and governance.

e Disciplined growth strategy underpinned by conservative financial policy and active M&A strategy

Sonepar has demonstrated a consistent track record of profitability thanks to a prudent financial policy. Over the past
five years, the group’s adjusted net leverage ratio averaged 1.2x, supported by strong free cash flow generation and
effective working capital management, despite being hampered by notable M&A cash outflow, particularly in 2024. The
group’s financial policy is marked by (i) robust internal cash flow generation, and (i) limited shareholder distribution,
with most earnings reinvested to fund growth initiatives.

M&A is a central pillar of Sonepar’s long-term growth strategy. The group has completed more than 200 acquisitions
over the past two decades, contributing over €12bn in additional sales and accounting for roughly 60% of its total
revenue growth over the period. It has maintained financial discipline while pursuing its bolt-on acquisitions,
supported by a strong track record of integrating acquired businesses.

e Positive ESG policy

Our ESG assessment of Sonepar has improved from “slightly positive” to “positive”, with an improved internal score
yoy. The improvement reflects a strengthened governance framework, materially better environmental and social KPls,
and a more mature sustainability strategy. These factors are partially offset by execution delays on the responsible
purchasing policy and the pending recalibration of climate targets. In 2025, the group restructured its ESG strategy
under the new "Power with Purpose" framework, which forms part of the updated “Impact” 2029 strategic plan.

Sonepar remains committed to its SBTi-validated targets, including a 46.2% reduction in Scope 1 and 2 emissions by
2030. As of 2025, emissions had declined by 28.4% versus the 2019 baseline (compared with only -2.9% in 2024). This
represents a material improvement, driven by fleet electrification, energy efficiency measures, and a sharp increase in
renewable electricity sourcing. The group has also recalculated its baseline-year emissions to reflect scope changes
and methodological improvements since 2019. The revised trajectory has been submitted to SBTi and was validated in
Q1 2026. Given these improvements, our ESG assessment results in a half-notch uplift to Sonepar’s financial risk
profile, compared with a quarter-notch uplift in the previous rating action.
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Financial risk profile

Results and profitability

In FY25, revenues increased by 3.6% and exceeded €33bn, driven mainly by volume growth and M&A, which mitigated
the negative FX impact from the depreciation of the USD against the EUR. EthiFinance Ratings-adjusted EBITDA rose
by 2.1% yoy to €2.5bn, with the margin remaining broadly unchanged at around 7.5%.

Looking ahead to the 2026-28 forecast period, we expect positive revenue growth in both Europe and the US, although
at different rates. The US market is expected to be the main driver of revenue growth and margin expansion, and is
likely to contribute nearly two-thirds of the group’s total profitability over the coming years. Growth in Al
infrastructure, datacom, and EV charging infrastructure is likely to offset continued weakness in solar, residential, and
industrial automation.

Sonepar currently has limited exposure to US tariff risk, provided that tariffs are not extended to imports from Mexico
by US electrical equipment manufacturers. Even under a downside scenario in which such tariffs are imposed, around
two-thirds of affected components would likely be exempt under the United States-Mexico-Canada Agreement
(USMCA), limiting the impact on the group’s cost structure.

Cash flow and leverage

For FY25, Sonepar reported positive free cash flow above €500m (after M&A and investments, IFRS 16 repayments,
dividends, and equity movements). Working capital management was very efficient with a €36m cash inflow for the
year, despite revenue growth and a negative FX impact of €241m. The main difference compared to FY24 was the
materially lower M&A envelope, as FY24 included large acquisitions in the US. Investments needs in supply chain and
sales/operations declined in FY25. As such, the CapEx-to-revenue ratio stood at 0.8%, down from 1.0% in FY24.

We remain confident in Sonepar’s underlying operating cash flow generation capacity, which we forecast to remain
within the €1.5bn - €2.0bn range annually until 2028. This is expected to provide sufficient headroom to absorb
upcoming acquisition spending (between €800m and €1bn over the forecast period) and CapEx, which is expected to
remain around its current level of 0.8% of revenues on average over our forecast period.

Our adjusted net leverage (including employee benefits, earn-outs, and commitments to buy out minority interests)
improved, as expected in our last rating action, from 1.8x in FY24 to 1.5x in FY25. This mainly reflected a 15% decrease
in adjusted net debt, supported by €553m of internally generated cash, as well as a 2.1% yoy increase in EBITDA.

Looking forward, we expect the adjusted net leverage ratio to improve gradually within a range of 1.2x - 0.9x over our
forecast period, supported by EBITDA growth, lower CapEx, and the absence of any indication of large cash- or debt-
funded M&A operation(s) in a single year.

Capitalisation

As of end-2025, Sonepar’s consolidated gross debt had decreased to €4.8bn (down from €5.2bn in FY24), and was
primarily denominated in EUR and USD. The debt structure mainly comprised €1.0bn in private placements, €954m of
term loans, c. €405m from securitization programs across Europe (Germany, Austria, the Netherlands) and the US,
€151m of on-balance sheet factoring in France, and €358m in NEU CP. The remainder largely consisted of IFRS 16
lease liabilities totalling €1.9bn.

Our adjusted gross debt amounted to €5.3bn, including adjustments for pension obligations of €273m and other
financial liabilities of €178m, mainly related to put options granted to non-controlling interests and earn-outs.

The interest coverage ratio declined slightly from 11.0x in FY24 to 10.2x in FY25. This resulted mainly from an increase
in interest expenses. Such a level stands below our thresholds for the current rating. Although around 60% of total
debt, excluding leases, is indexed to floating rates and the ratio may be slightly affected by higher benchmark rates,
we expect the deleveraging trend to mitigate this impact. As such, we expect the interest coverage ratio to improve
gradually towards 13.0x over our forecast period.

Liquidity

e A “Superior” liquidity profile with strong refinancing capacities
According to our methodology, we assess the liquidity profile of Sonepar as “Superior” (the highest category on our
short-term scale). This reflects the group’s ability to cover all upcoming debt maturities for more than 2 years without
requiring external refinancing. Our liquidity assessment is supported by a significant level of cash in hand, and

undrawn committed credit lines as of end-2025. Sonepar’s liquidity is further reinforced by a favourable debt maturity
profile, with maturities well aligned beyond 2027.
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Credit metrics expected evolution (CMEE)

Our Stable CMEE reflects our expectation that credit metrics will likely return to their historical levels over the next
twelve months.

Modifiers

Country risk
Considering Sonepar’s excellent geographic diversification, no specific country risk has been identified.
Controversies

On October 29, 2024, the French Competition Authority issued a decision imposing a €96m fine on Sonepar France
Distribution SAS, Sonepar France Interservices SAS, Sonepar France SAS, and Sonepar SAS, for alleged resale price-
fixing practices with electrical equipment manufacturer Schneider Electric. Fines were also imposed on industry
peers Legrand, Schneider Electric and Rexel. In February 2025, Sonepar appealed the decision before the Paris court
of appeal, citing what it considers unfounded elements in both law and fact. At this stage, no controversy modifier has
been applied. We will continue to monitor the situation closely.

Main financial figures

Main financial figures

FY23 FY24 FY25 25vs24
Revenues 33299 32 451 33 607 3.6%
Adj EBITDA (" 2794 2 443 2 495 2.1%
Adj EBITDA Margin (") 8.4% 7.5% 7.4% -0.1pp
Equity / Adj TFD @ 209% 175% 192% 16.9pp
Adj NFD / Adj EBITDA 1@ 1.1x 1.8x 1.5% -0.3x
FFO / Adj NFD 64% 41% 51% 9.8pp
Adj EBITDA / Interest (¥ 15.5x 11.0x 10.2x -0.8x

(1) Adj EBITDA takes into account the gains (losses) from asset sale

(2) Adj total finandal debt indudes employee benefits, commitments to buy out minority interests and earn-outs

Rating sensitivity

e Rating list:
o NEUCP: EF1+

Factors that may (individually or collectively) impact the rating:
e Positive factors (1)

Sonepar already has the highest short-term rating under our methodology.
o Negative factors (v)

Maintaining the current rating is contingent on the deleveraging cycle following the deterioration in credit metrics in
2024. Accordingly, a downgrade of our short-term rating to EF1 could occur in the event of (i) a large debt-funded
acquisition, which could negatively impact Sonepar’s financial risk profile; or (i) moderate deterioration through the
cycle, stemming either from sustained underperformance or from a modest but non-temporary weakening in credit
metrics due to more intensive M&A activity over the forecast period that would challenge the deleveraging trajectory.

Specifically, a downgrade could occur if the EthiFinance Ratings-adjusted net leverage ratio were to rise above 1.2x on
a sustained basis, and/or the interest coverage ratio were to fall below 10.0x.
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Sources of information

The credit rating assigned in this report has been requested by the rated entity, which has also taken part in the
process. It is based on private information as well as public information. The main sources of information are:

. Annual Audit Reports.

. Corporate Website.

. Information published in the Official Bulletins.
. Rating book provided by the Company.

SN NN

The information was thoroughly reviewed to ensure that it is valid and consistent, and is considered satisfactory.
Nevertheless, EthiFinance Ratings assumes no responsibility for the accuracy of the information and the conclusions
drawn from it.

Additional information

e The rating was carried out in accordance with Regulation (EC) N°1060/2009 of the European Parliament and
the Council of 16 September 2009, on credit rating agencies. Principal methodology used in this research are :
o Corporate Rating Methodology - General : https://www.ethifinance.com/download/corporate-rating-
methodology-general/?wpdmd|=35203
o Corporate Rating Methodology - General : https://www.ethifinance.com/download/corporate-rating-
methodology-general/?wpdmd|=35203
o Corporate Rating Methodology - General : https://www.ethifinance.com/download/corporate-rating-
methodology-general/?wpdmd|=35203

e The rating scale used in this report is available at https://www.ethifinance.com/en/ratings/ratingScale.

e EthiFinance Ratings publishes data on the historical default rates of the rating categories, which are located in
the central statistics repository CEREP, of the European Securities and Markets Authority (ESMA).

e Inaccordance with Article 6 (2), in conjunction with Annex |, section B (4) of the Regulation (EC) No 1060/2009
of the European Parliament and of the Council of 16 September 2009, it is reported that during the last 12
months EthiFinance Ratings has not provided ancillary services to the rated entity or its related third parties.

e Theissued credit rating has been notified to the rated entity, and has not been modified since.

Conditions of Use for this document and its content:

For all types of Ratings that ETHIFINANCE RATINGS, S.L. (the "AGENCY") issues, the User may not, either by themselves or via third parties,
transfer, sublease, sublicense, sell, extract, reuse, or dispose of in any other way the content of this Document to a third party, either for
free or for consideration.

For the purpose of these Conditions of Use, any client who might have subscribed for a product and/or a service that allows him to be
provided with the content of this Document as well as any privileged person who might access the content of this Document via
www.ethifinance.com shall be considered as a User.

Nor may they alter, transform or distort the information provided in any way. In addition, the User will also not be permitted to copy and/or
duplicate the information, nor create files which contain the information of the Document, either in its entirety or partially. The Document
and its source code, regardless of the type, will be considered as the elaboration, creation, or work of the AGENCY and subject to the
protection of intellectual property right regulation. For those uses of this Document which are permitted, the User is obliged to not allow
the removal of the copyright of the AGENCY, the date of the Document's issuance, the business name as established by the AGENCY, as well
as the logo, brands and any other distinctive symbol which is representative of the AGENCY and its rights over the Document. The User
agrees to the conditions of Use of this Document and is subject to these provisions since the first time they are provided with this Document
no matter how they are provided with the document. The Document and its content may not be used for any illicit purpose or any purpose
other than those authorised by the AGENCY. The User will inform the AGENCY about any unauthorised use of the Document and/or its
content that may become apparent. The User will be answerable to the AGENCY for itself and its employees and/or any other third party
which has been given or has had access to the Document and/or its content in the case of damages which arise from the breach of
obligations which the User declared to have read, accepted and understood upon receiving the Document, without prejudice to any other
legal actions that the AGENCY may exercise in defence of its lawful rights and interests. The Document is provided on the acceptance that
the AGENCY is not responsible for the interpretation that the User may make of the information contained. Credit analyses included in the
Document, as well as the ratings and statements, are to be deemed as opinions valid on the date of issuance of the reports and not as
statements of fact or recommendations to purchase, hold or sell any securities or to make any investment decision. The credit ratings and
credit rating prospects issued by the AGENCY are consider to be its own opinion, so it is recommended that the User take it as a limited basis
for any purpose that it intends to use the information for. The analyses do not address the suitability of any value. The AGENCY does not act
as a fiduciary or an investment advisor, so the content of the Document should not be used as a substitute for knowledge, criteria,
judgement or experience of the User, its Management, employees, advisors and/or clients in order to make investment decisions. The
AGENCY will devote every effort to ensure that the information delivered is both accurate and reliable. Nonetheless, as the information is
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elaborated based on data supplied by sources which may be beyond the control of the AGENCY, and whose verification and comparison is
not always possible, the AGENCY, its subsidiaries, and its directors, shareholders, employees, analysts and agents will not bare any
responsibility whatsoever (including, without any limitations, loss of revenue or income and opportunity costs, loss of business or
reputational damage or any other costs) for any inaccuracies, mistakes, noncorresponding information, incompleteness or omission of data
and information used in the elaboration of the Document or in relation to any use of its content even should it have been warned of potential
damages. The AGENCY does not make audits nor assume the obligation of verifying independent sources of information upon which the
ratings are elaborated. Information on natural persons that may appear in this document is solely and exclusively relevant to their business
or business activities without reference to the sphere of their private life and should thus be considered. We would like to inform that the
personal data that may appear in this document is treated in accordance with Regulation (EU) 679/2016, on the protection of natural
persons with regard to the processing of personal data and the free movement of such data and other applicable legislation. Those
interested parties who wish to exercise the rights that assist them can find more information in the link: https://www.ethifinance.com/ in the
Privacy Policy page or contact our Data Protection Officer in the mail dpo@ethifinance.com. Therefore the User agrees that information
provided by the AGENCY may be another element to consider when making business decisions, but decisions will not be made based solely
on it; that being the case the AGENCY will not be held responsible for the lack of suitability. In addition, the use of the information before
courts and/or tribunals, public administrations, or any other public body or private third party for any reason shall be solely the User's
responsibility and the AGENCY shall not be held responsible for any liabilities on the grounds of inappropriateness of the information's
contents. Copyright © 2023 ETHIFINANCE RATINGS, S.L. All Rights Reserved. C/ Veldzquez n°18, 3° derecha, 28001 - Madrid
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