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Performance on Track

— KEY FINANCIALS

£513.8m Gross sales
+4.1%

£30.0m Underlying EBITDA
£80.0m  before acquisitions

over LTM

£55.3m LTM Free cashflow

0, °
69.6% generation
cash conversion

— STRATEGIC AND OPERATIONAL HIGHLIGHTS —
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Despite a challenging furniture market our performanceis on track:

we have made good progress against our strategic priorities

and expect strong cash generation and modest growth in EBITDA in FY18
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Market Update

® Market is challenging, but we are well placed with our strong value offer

® Lower footfall, partly offset by a higher average order value

Market
Environment ® No changes in use of credit

® Some evidence of competitors pulling back on advertising and promotional
offers to protect profitability

® Continue to focus on having sharpest prices and advertising strongly

® Gross margin expected to be up year-on-year despite £7m FX related inflation
to absorb

Response ® Cost base being managed for a challenging market environment, helped by
marketing cost deflation and efficiencies being driven from prior investments

® Growing top-line momentum across half-year period

While the environment remains challenging we believe we can

strengthen our competitive position
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Financials
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Financial Overview

| 1 | |
: : : :
H12017 | H12018 | FY2017 1. TM H12018!
26 weeks | 26 weeks | 52weeks | 52 weeks 1 | OVERVIEW
(Em) 28-Jan-2017 | 27-Jan-2018 | 29-Jul-17 ! 37.jan-2018 |
] ] ] ]
Revenue 3799 1 39%.1 1 7627 | 7789 | . . .
Crowth (9% : : ] ] Solid trading performance in
t o, 0, (0) - 0, -
rowth (%) +6.8% : +4.3% : +0.9% : 0.2% : challenging market
Revenue before 1 1 1 1
- 379.9 I 366.5 I 762.7 I 749.3 I
Acquisitions I I I I
| | | |
Growth (%) +6.8% 1 -35% 1 +09% 1 -39% |
Underlying EBITDA ' ! ' ] S
before‘.lt\cguisitions 324 ! 300 ! 84 ! 8.0 | Gross margin impact of FX
] : : ! has been offset
Growth (%) +4.5% I -7.4% v -12.7% 1 -16.5%
I I I ]
Underlying PBT 16.7 : 11.6 : 50.1 : 45.0 :
Growth (%) +31% | -305% | -223% | -30.8% | . .
Underl q : : : : Investment in strategic
ing EP . . . . S
nderlying 2 | B | LA | e | initiatives has been
Growth(®) 9.3% | 258% | 211% | 285% | maintained
Ordinary DPS 3.7p ' 3.7p ' 112p I 112p :

Financial performance reflects the impacts of acquisitions, challenging market environment and a

disciplined operating performance to deliver a solid result overall and in line with expectations
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Drivers of Group Revenue Growth

— REVENUE CONTRIBUTION BY CHANNEL — KEY DRIVERS
Revenues (£m) Performance of all brands affected by
300 325 350 375 400 425 market environment; DFS overall LFL®)

of -5.2%, with web growth of 8.1%

15 following new store openings

Positive contribution from international

———————————————————

dwell soFa |
live like this WORKSHOF!

Dwell and Sofa Workshop growth

. supported by 10 new stores y-o-y

*“ sofology +29

Sofology underlying revenue growth in
period of 17%

1H 2018 396

Growth from DFS web, DFS new stores and non-DFS brands compensates for market-driven LFL

performance in DFS existing store estate. Two year growth rate still comfortably positive

(1) 99 DFS stores and web in like-for-like group out of 125 stores at period end
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DFS Gross Margin Trends and Drivers

— DFS-ONLY GROSS MARGIN EVOLUTION — KEY DRIVERS

61.0%

Annual £21m of US Dollar related

cost pressure experienced since
[v) [v)
60.0% 59.79% 59-8% 59.8% 5294’ >9.9% June 2016 —impact on FY17 & 1H18

19% 59.2%

59.0%
USD hedging in place for FY18 and
FY19 at higher rates
58.0%
57.0%
FY18 margin also expected
to be higher than FY17
56.0%

1H15 FY15 1H16 FY1e 1H17 FY17 1H18

Gross margin is now recovering to historical levels following the

impact of the USD related cost inflation
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EBITDA Progression

— COST PROGRESSION — — KEY DRIVERS
GBP millions
0 10 20 30 40
Gross profit impacted by lower
Gross profit | - -4.5
. o Selling & distribution costs benefit
selling & Distribution Bl s reflects marketing deflation and
2 Eew Stores & CDCs N other selling costs flexing
2 .
(@
§< Rates inflation 1 -0.7
S Property cost opportunity expected
& | Underlying estate | +05 in the underlying estate
- Administrative
expenses I +0.9
, Full year administrative expense
sofology s expected to increase to reflecta
igeeron [T normal accrual for bonuses

Lower revenues have driven a variable cost saving in addition to the benefit of marketing cost

deflation. New space costs are partly offset by lease renegotiations
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Sofology — Financial Drivers

— HISTORICAL REVENUE GROWTH DRIVEN —1 1 GROUP OPERATING BENEFITS
LARGELY BY SUCCESSFUL STORE ROLL-OUT St [ eee mrormed] Tor < i
5.0 50
4 No co-operation / discussions possible
ﬁ 4.0 40 g prior to completion
o 3.0 30 &
(@]
€T 50 20 5 Annualised benefits of £0.4m have been
S W ’ o)
z = £ secured to date
Py 1.0 10 2
>
3 0.0 0
T ' Further opportunities to a total of £4m in
(o2 2012 2013 2014 2015 2016 2017

co-ordinated sourcing and shared procurement
mmm Number of Stores  ——Revenue per store exist — full annualisation achieved by FY20

(0)
17 A) 1H18 gross sales growth Medium-long term opportunity through shared
approach in logistics and property utilisation

7% 1H18 LFL gross sales growth

Sofology has largely driven revenue growth over the last five years through

new store roll-out. 1H18 performance now also reflects good AOV growth helped by better
selling. Opportunity now exists to drive profit growth through operational leverage
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Flexible, Low-Cost DFS Platform to Drive Group Opportunity

Cost Base Split —last 12 months (Sofology on pro forma basis?)

Cost of Sales
® DFS marginincludes manufacturing benefit

® Broader group opportunity as scale and use of
shared sources increases

- ——:

Variable, Semi-Variable & Discretionary Costs
® Deflationary trend in marketing costs

® Store wages flexing down for volumes

® DFSdistribution costs falling due to CDCs

Fixed costs

@ Limited fixed property and admin costs

EBITDA / Brand Contribution

de i dwe” Group-Pro | ® DFScurrently the primary profit driver
b . . 1 1
e ke e Forma \ | ® Growthin EBITDA and group margins as group
0.5, N Twelve \ benefits are delivered
Months

DFS has a flexible cost base that responds to the market environment, and

can be utilised to drive group operating benefits

(1) Sofology shown as actual last twelve months, i.e. including the period before acquisition by DFS

de (2) Selling & Distribution costs which include (i) marketing costs, (ii) productivity-linked wages for store teams and manufacturing teams,
(iii) distribution costs and (iv) other store operating costs 10



Non-Underlying Costs

— OVERVIEW — COMMENTARY
Acquisition related costs principally driven by
H1 2018 CMA process following Sofology acquisition
26 weeks
(Em) 27-Jan-2018
Professional fees 2.3 Total integration costs expected to be
Integration costs 0.5 £5 million incurred in FY18 and FY19
Acquisition related costs 2.8
Restructuring costs relate to previously
Restructuring costs 0.3
announced closure of our
Total Non-Underlying Operating Costs 3.1 National Distribution Centre
Refinancing 1.5
Total Non-Underlying costs - Refinancing cost reflects w.rlte-do.v.vn of
arrangement fees on prior facility

As previously announced, we anticipate that, in order to drive the £4 million of near-term

benefits anticipated, £5 million of integration costs will be incurred over FY18 and FY19

dis .



Investment in Infrastructure for Future Growth

— CASH CAPITAL EXPENDITURE

30 - £28.3m
£24-26m
m Other (inc. commercial )c £24.5m « 8 months of £4m annual
vehicles) Sofology spend ex New Stores

¢ Similar investment levels to
maintain well-invested estate.
Vehicles funded by leasing

N
o
1

B Store refurbishment

B Web investment

e Similar levels of spend to
maintain leadership

Capital Expenditure (Em)
[EY
U

10 -
e Completion of CDC warehouse
opening
m New store & CDC 5 -
investment e 3-5Stores (UK &
International)
0 _

FY2016 FY2017 FY2018 Guidance

Capex spend in line with previous guidance reflecting CDC acceleration, and investmentin existing

and new stores. FY18 capex including Sofology expectedto be £24-26m. Capex may grow slightly as
combination with Sofology is undertaken. Annual D&A charge will follow trend in gross capex.
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Excellent Cash Generation

o= T KEY TRENDS
LTM H1 | TMH1 |
(Em) 2017 FY2017 ; 2018 Maintenance capital spend
i i - i
Underlying EBITDA 95.8 824 1 795 | of-£10m 15m re.latlve toa
: : business generating £80m of
Capex (30.9) (283) 1 (24.8) | operating cashflow
| |
] I
Change in Working Capital 2 2. . T
8 & -ap 0 ? I 0-6 : Disciplined approach to
| | . .
Free Cash F|ow(2) 65.1 57.0 : 55.3 : grOWth |nvestments. Wlth
I I short payback periods
| |
Conversion (% of EBITDA)? 68.0% 69.2% | 69.6% |
| |
| |
Net debt 135.6 144.5) | (172.3) | . .
(135.6) usss) w3l Net debt will be paid down
Multiple of underlying EBITDA (x) 1.42x 1.75x | 2.17x | over time
| |

Cash generation continues to be strong and will be used over the near-term

to pay down acquisition related debt to bring gearing back in-line with policy

(1) FCFis calculated as Underlying EBITDA— Capital Expenditure + Change in Working Capital
(2) Cash conversion is calculated as FCF / Underlying EBITDA
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Returns on Capital

— LEASE ADJUSTED ROCE — KEY TRENDS

Return on capital remains an
important focus

-3.3%p L

03%p N

-0.8%p

Returns impacted by lower

operating profit

LTM H1 FY17 Decrease in  Increaseinlease Acquisitions LTM H1 FY18
post-tax adjusted capital
operating profit employed

Continued strategic
investment in new store

Note: openings and CDCs

ROCE is post-tax operating profit before non-underlying items plus operating lease charges expressed as a percentage of incre asi ng ca pital em ployed
the sum of: property, plant & equipment, computer software, working capital and 8x operating lease charges

Lower return on capital reflecting investment for the long-term in a challenging

environment. Return on capital remains attractive overall

dis 5



Summary: Market Environment and Acquisitions Reflected in KPIs

- GROSS SALES (£M)

980.4

FY15 FY16

~ UNDERLYING EBITDA (£M)

FY17 LTM H1 FY18 FY15 FY16

FY17 LTM H1 FY18

i

LTM H1 FY17
FY17

" FREE CASH FLOW (£M)

" CASH CONVERSION (%)

i i
LTM H1

LTM H1 LTM H1FY17 FY17 LTMH1FY18 FY17
FY18

FY 2017

. LEASE ADJUSTED ROCE (%)

LTM H1

FY18

The market environment and the acquisitions have impacted KPIs, however

dis

these transactions will position us strongly for the future
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Operational Update
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Levers of Growth, Underpinned by an Efficient Operating Platform

International
Retail space & cost
efficiency
2 :
Broadening our appeal
1 :
Omnichannel growth

Strong platform benefiting from Scale, Flexible Cost Base and Vertical Integration

dis ;



o Online — Continued Progress Driven by Fundamental Advantages

— KEY METRICS

8.1%
10%

80%

>40%

>E£160mM Annual gross sales

Growth in DFS gross sales

Growth in unique visitors

Foresee FXI mobile score
(78% industry average)

Share of specialist
segment web traffic

— DRIVERS OF SUCCESS

Relentless optimisation of site / experience for
upholstery shopping for over a decade

Strong innovation pipeline across DFS and
Sofology, with proven partnership approach

Substantial traffic, reputation and presence
driving quality scores and hence reduced PPC

Curated, exclusive ranges, strong low-cost
logistics and after sales support in addition to
local showrooms and service

We continue to expect strong growth and maintained market leadership from our online

channel, with penetration of our group business mix growing by 1%-2% per annum

dis
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9 Ongoing Broadening of Group Appeal

Team Aardman
GB i IPartnership

_/L:/

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 1H 2018

—Brand Consideration Top 2 Box
—Brand Love

—Call to Action

— STRONG BRAND APPEAL METRIC PERFORMANCE

— POSITIVE RESPONSE TO EARLY MAN CAMPAIGN

Incremental revenues being driven through a broader appeal to customers

dis

Source: DFS Brand Tracking Research, conducted on behalf of DFS by Monkey See
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” BSI Kitemark a Unique Differentiator

the only sofa company
awarded the British Standard
Kitemark™ for quality

We are the first and only sofa retailer to receive the British Standards Kitemark,

with all our ranges tested and awarded the mark

dfs .




9 DFS Store Network Development

— OPERATIONAL UPDATE — NEW STORE OPENINGS

DFS opening programme continues
to generate sub-21 months cash payback
and predictable returns

el LU e

L)
L

- S #ERF

Full size store openings in Wednesbury,
Rugby and Haverfordwest

Small store programme now trialing a 6,000 Rugby
sq.ft. retail park format in Chelmsford
Haverfordwest — December 2017 — 10,000 sq.ft.
Rugby — December 2017 — 15,000 sq.ft.(*)
Standard store pipeline of 3-5 openings for Wednesbury  — December 2017 — 15,000 sq.ft. (%
next two years is defined Chelmsford — November 2017 — 6,000 sq.ft.

Store openings exploiting remaining “white space” with new formats being trialled

(1) Includes Dwell
(2) Includes Dwell & Sofa Workshop

dis :



9 Sofology Store Opportunity

— NETWORK OVERVIEW — DEVELOPMENT APPROACH AND RETURNS

Clear nation-wide opportunity

New Sofology store opening impact on
neighbouring DFS is known and very limited

Roll-out to be carefully phased to benefit from
efficient logistics platform

We believe strong lease-adjusted
returns can be delivered

National opportunity for at least 70 Sofology stores is likely to be available, with
measured exploitation likely to be pursued

dis \



9 Group Property Cost Opportunity

— GROUP STORE ESTATE LEASE EXPIRY

35

B Number of lease expiry in year
30
25
20

15

10

® Average lease life: 8.2 years

® Opportunity to offset rental inflation and to
drive down store estate costs

® Between two and four DFS stores to be closed
in CY 2018 depending on conversations with
landlords

— DFS / DWELL CROYDON

® Footprint before: c. 32,000 sq.ft.

® Footprint after: c. 22,000 sq.ft.

® Annual rent & rates reduction: c.£300k
@ Store fully refitted / double-height glazed

Through optimising store footprints and intensifying space usage, we expect to unlock

opportunities to reduce the total and marginal rental cost within the store estate

dis
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” Retail Space and Distribution Cost Efficiency

— DFS DELIVERY COST PER ORDER TRENDS

Final two UK DFS CDCs now operational -
nineteen UK CDCs operating in total alongside
12 standalone warehouses

DFS standalone operating efficiencies are being

released

£2 cost per order benefit in FY18
relative to FY13 and FY17 despite material
inflation being absorbed over long-term period

Further opportunity exists from combination
of DFS and Sofology CDC networks

— DELIVERY COST PER ORDER TRENDS(

:Start of CDC Programme

S Rt i

FY13 FY14 FY15 FY16 FY17 1H18

— OPTIMISATION THROUGH ‘SMART’ & BESPOKE
APOLLO SOFTWARE

Order Recommendation

CDCs have reduced operational costs per order and
are delivering an improved customer service

(1) As reported costs, not adjusted for inflation impacts

dis
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” Continued Growth in Dwell and Sofa Workshop National Coverage

— DWELL

Five new store openings within

DFS footprints. Typical revenue uplift

from a new Dwell of £1.0m

Footfall to DFS store and DFS store

performance strengthens following conversion

— SOFA WORKSHOP

Five new Sofa Workshops opened using
existing leased group space typically leading to
£0.9m uplift in revenues

Six further (ex-Multiyork) Sofa Workshops
currently being opened

Dwell and Sofa Workshop allow us to effectively intensify our usage of existing retail space,
while serving to broaden the appeal of our Group

dis
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9 International Development — Netherlands & Spain

— THE NETHERLANDS - TV CAMPAIGN

afs

de bankstellenspecialist

; P |
—

afs

de bankstellenspecialist

Haarlemmermeer, Rotterdam, Amsterdam,
Heerlen, Den Haag & Eindhoven

dfs-banken.nl

— THE NETHERLANDS — SPAIN

National TV test has now commenced within
the trial’s operating loss parameters
(E2m-£3m p.a.)

Profitable operations, with two well-
established stores

Initial view on next steps anticipated in Evidence of growing appeal of both the range
Autumn 2018 and credit offer to Spanish domestic market

Measured international development progressingin-line with our expectations

dis .



Summary and Outlook

SUMMARY

@ Profits are on track relative to our plan for the full year

® Our strategic development continues across our growth levers

® We remain excited around the long-term opportunity with Sofology and Group development

OUTLOOK

® We have seen positive momentum in our trading across the first half of the financial year and
the start of the second half despite a market that continues to be challenging, and susceptible to
falls in consumer confidence

® The financial returns of strategicinvestments previously made are however feeding through into
our results

© We continue to expect benefits from the annualisation of product margin initiatives and
operating cost efficiencies over the second half of the financial year

® Our expectations for profits remainunchanged, and we continue to expect modest growth in
underlying EBITDA before acquisitions and generation of strong cashflow over the 2018 financial
year

dis \
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Group Store Profile

AS AT 26 JANUARY 2018 (VS. 29 JULY 2017)

UK ROI Holland Spain TOTAL
Large Format (c. 15,000sq.ft.+) 97 2 2 (+1) 1 102
Medium Format (c. 10,000sq.ft.) 12 (+3) 2 3 - 17
Small Format (<5,000sq.ft.) 4 (+1) - 1 - 5
Other (5,000sq.ft.) - - - 1 1
DFSTOTAL 113 4 6 2 125
Sofology (10-12,000 sq.ft. & 5-7,000 sq.ft. Mezzanine) 41 (+4) - - - 41
Standalone 3 - - - 3
DFS Co-locations 32 (+5) - - - 32
Dwell (c. 3,500-6,000sq.ft) 35 - - - 35
Standalone 15 - - - 15
DFS Co-locations 10 (+5) - - - 10
Sofa Workshop (c. 2,500sq.ft) 25 - - - 25
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Disclaimer:

This presentation contains statements that constitute forward-looking statements relating to the business, financial performance and results of the Company and the industry in which the Company operates. These statements
may be identified by words such as “may”, “will”, “shall”, “anticipate”, “believe”, “intend”, ”"project”, “goal”, “expectation”, “belief’, “estimate”, “plan”, “target”, “guidance”, or “forecast” and similar expressions for the
negative thereof; or by forward-looking nature of discussions of strategy, plans or intentions; or by their context. No representation is made that any of these statements or forecasts will come to pass or that any forecast
results will be achieved. All statements regarding the future are subject to inherent risks and uncertainties and various factors that would cause actual future results, performance or events to differ materially from those
described or implied in these statements. Such forward-looking statements are based on numerous assumptions regarding the Company’s present and future business strategies and the environment in which the Company will
operates in the future. Further, certain forward-looking statements are based upon assumptions of future events which may not prove to be accurate and neither the Company nor any other person accepts any responsibility for
the accuracy of the opinions expressed in this interim report or the underlying assumptions. Past performance is not an indication of future results and past performance should not be taken as a representation that trends or
activities underlying past performance will continue in the future. The forward-looking statements in this interim report speak only as at the date of this interim report and the Company expressly disclaims any obligation or
undertaking to release any updates or revisions to these forward-looking statements to reflect any change in the Company’s expectations in regard thereto or any change in events, conditions or circumstances on which any
statement is based after the date of this interim report or to update or to keep current any other information contained in this interim report or to provide any additional information in relation to such forward-looking
statements. Undue reliance should not therefore be placed on such forward-looking statements.
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