10 October 2018

Mr Stuart McIntosh, Panel Inquiry Chair and the Merger Inquiry Group
Competition and Markets Authority
Victoria House
Southampton Row
London WC1 4AD
Dear Mr McIntosh and colleagues

Proposed merger between J Sainsbury plc and ASDA Group Limited
We welcome the opportunity to engage with the CMA and the Inquiry Group on our proposed merger.
The UK grocery sector has fundamentally changed since the 2003 Competition Commission
Safeway report and the 2008 Groceries Market Investigation. During the recession that followed
the 2008 financial crisis and consequent period of decline in take home pay, customers have
increasingly sought – and found – greater value in the grocery market. Changes to lifestyles,
attitudes and demographics mean that people want better value and greater convenience and
frequent shopping has become the new norm. Technological developments in mobile and online
shopping have fundamentally altered the way people shop, increased choice and intensified the
strength of competition that our two businesses face.
Whilst both our businesses are working hard to ensure we remain competitive, we want to bring our
businesses together so that we can better meet these changed customer demands. Our merger will
unlock significant cost savings which would not otherwise be available, a large proportion of which
will be passed directly to customers through lower prices. This would not only make us more
competitive on price; it would also enable us to invest to enhance the value, quality, range, service
and convenience for our customers. We need to make these investments to keep pace with the
transformative changes in the UK grocery market over the last decade and in the years to come.
Predecessors of the CMA have considered the historic trend for large weekly shops at “big box”
stores, often located on the edge or out of town centres (and the Competition Commission's 2003
decision was heavily focused on competition in that segment). However, in the 15 years since that
report, the market has changed fundamentally. Today, people are more likely to buy food for dinner
on the way home from work, use online home delivery and do smaller-than-historical “main”
shopping trips for key items and top-up with fresh items as needed, rather than doing a weekly “onestop-shop” at a larger store.
Grocery retailers have reacted to these changes with speed and responsiveness, as one would
expect in such a dynamic and competitive market.
Aldi and Lidl have had the most profound impact. Their rapid expansion both in store numbers and
product range and quality, have changed customer perceptions of “value” and “convenience” and
they are now mainstream grocery competitors, with over 20% volume share of fresh food. We expect

