Goldman, Sachs & Co. Investment Research

  FOR IMPORTANT INFORMATION ABOUT GOLDMAN SACHS' RATING SYSTEM AND OTHER

           DISCLOSURES, REFER TO THE END OF THIS MATERIAL, GO TO

     http://www.gs.com/research/hedge.html, OR CONTACT YOUR INVESTMENT

                              REPRESENTATIVE.

 Super Sol (MO): 2Q2002 disappointing performance should be turning point

                * * FULL ACTION in the A.M. - EURO & UK * *

London Investment Research (London) 44 20-7774-5153  -  Investment Research

      Tim Talkington (London) 44 20-7552-3623  -  Investment Research

====================  NOTE  6:36 AM  August 27, 2002  =====================

3. Super Sol Ltd [SAE.TA] NIS13.57*

   Super Sol (MO): 2Q2002 disappointing performance should be turning point

   Tim Talkington (London) 44 20 7552-3623

   EPS (FY Dec): 2002E NIS0.97, 2003E NIS1.12 - Market Outperformer

*  Super Sol reported its weakest perforformance in terms of profitability

   since 2Q1999. Margin pressure came as the result of the continuing weak

   economic environment, the Israeli security situation, increased

   competition in the retail sector and concomitant below-inflation price

   increases. However, we think 2Q2002 is likely to represent a nadir in

   terms of operating performance and believe management's steps to improve

   margins through rebate negotiations with suppliers, as well as early

   data suggesting the gap between CPI and the Food Price Index is

   narrowing, should contribute to improvements in profitability from

   3Q2002 onwards. MO maintained.

*  Sales fell 3.0% in real terms in 2Q2002 to NIS1.665 bn compared to

   NIS1.72 bn for the same period in 2001. Same store sales posted a

   decline of  9.6% in 2Q2002, following increases in 4Q2001 and 1Q2002. We

   attribute this in part to the pricing environment and additionally to

   the timing of Passover shopping, which fell wholly in 1Q2002 compared to

   a split over 1Q2001 and 2Q2001. We are revising our sales growth (real)

   forecasts down from 9.2% to 4.1% to reflect 2Q2002 trends.

*  Profitability weakened during 2Q2002, with gross profits falling 6.9% to

   NIS37 mn and the gross margin contracting to 26.7% from 27.8%. EBITDA

   declined 32.7% during the quarter to NIS88 mn, while operating profits

   fell 55.6% to NIS37 mn, with the operating margin falling to 2.2%

   compared to 4.9% in 2Q2001. Net earnings fell 48.1% to NIS28 mn, with

   fully diluted EPS for 2Q2002 of NIS0.14 compared to NIS0.26 in 2Q2001.

   We have revised our full year earnings forecast to NIS199 mn from NIS226

   mn, with a net margin forecast of 2.8% compared to our previous

   forecast of 3.1%.

*  On our revised estimates, Super Sol trades on 2002E multiples of

   EV/Sales of 0.5x, EV/EBITDA of 6.5x and P/E of 13.9x. On our 2003

   forecasts, Super Sol trades at EV/Sales of 0.5x, EV/EBITDA of 5.6x and

   P/E of 12.1x.

