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Retail Review - June/July 2004

Overview

BRC results for June show total sales +5.0% and LFLs +2.4% (May +6.5% and +3.7%). 3-
month figures for April-June show total sales +5.4% and LFLs +2.7%. The amazing buoyancy
of the spending public continues, albeit at a lower level than May. June itself had mixed
weather which initially gave a much-needed shot in the arm for fashion and footwear but
petered out towards the end of the month. The BRC Shop Price Index shows prices holding
steady compared to the previous month (+0.06% compared to May) and down 0.7% on June
2003. SPSL estimate pedestrian flow up +1.6% year-on-year for June compared to FootFall's
+0.4%. FootFall's index for the first 6 months of the year shows -0.6% compared to 2003 but
also indicates that for 5 weeks commencing 14 June 2004 flow has remained above 2003
levels - best period of sustained increases this year. Base rates held at 4.5% but more rises
expected as spending indicators fail to show significant signs of cooling. FTSE fell to 8 month
low (22 July) over fears of economic slowdown and higher interest rates. The Ernst & Young
Item Club say the UK economy will grow 3.5% this year and 3% in 2005

Retailer Results

Merchandise Period Total LFL Detail
Category Sales Sales

(%) (%)

Clothing / Footwear

H&M 26 wks to 31/05 na +10 International sales
Mulberry 52 wks to 31/03 na (1) Group sales -£2.9m; profit £41k (LY -£2.1m)
Asos (online fashions) 52 wks to 31/03 84 na Group sales £7.5m. Pre-tax profit £397k
Jacques Vert (retail) 10 wks to 04/07 na 2 52 wk. op. profit (pre-exceptionals) £3.1m
Matalan 52 wks to 28/02 na (7)

18 wks to 03/07 14 4
Burberry 13 wks to 30/06 15 na
Country Casuals 23 wks to 10/07 (7) (10)
Austin Reed 23 wks to 10/07 10 3 AR Group total (ex. Regent St) +1% LFL -5%
Mothercare 15 wks to 09/07 na 5
Peacocks 13 wks to 03/07 19 12 LFL Gross Profit +14%. 405 stores
Bon Marche 13 wks to 03/07 4 (8) LFL Gross Profit (-8%). 325 stores
Personal
Boots the Chemist 13 wks to 30/06 5 4 Total sales breakdown — Pharmacy +3%,

OTC +6%, Toiletries +4%, cosm./frag. +6%

Fragrance Shop 13 wks to 03/07 66 7 Now owned by Peacocks



Leisure
HMV (UK/Ireland)
Waterstones

HMV Group

Game
Blacks Leisure

Ottakar’s

Household
Carpetright (UK)
Floors 2 Go

MFI (UK)

Comet

Food

Tesco (UK)
Somerfield (stores)
Kwik Save (stores)

Somerfield+K Save
Sainsbury’s

Iceland

Thorntons
Waitrose

Stores
M&S

John Lewis (dept. stores)

Woolworths

Other News

52 wks to 24/04
52 wks to 24/04
8 wks to 19/06

22 wks to 03/07
19 wks to 10/07

23 wks to 10/07

52 wks to 01/05
26 wks to 30/06
24 wks to 12/06
24 wks to 17/07

13 wks to 22/05
52 wks to 24/04
52 wks to 24/04
9 wks to 30/05

12 wks to 19/06
12 wks to 02/07
52 wks to 26/06
23 wks to 10/07

14 wks to 10/07
23 wks to 10/07
24 wks to 15/07

224
(1)

"
na
na

na
2
na

28
na
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Group sales +5% (£1.8bn). LFL +1.8%

HMV 179 stores at yr. end. 25 planned for
‘04

580 stores. Still optimistic for full year
Gross margin up about +1% on LY

121 stores

UK sales £397m. 364 stores in UK, 490 total

Pre-tax profits down by -46% to £32.1m
T/0 £589m

Total group sales + 12.3%
Total group sales even on LY, LFL +1.1%

Somerfield +2.9%, K Save +2.4%
Inc petrol sales

700 stores

Sales £179m

Clothing -0.5%, home -12.8%, food -1.5%

MVC LFL -0.8%

e Emma Somerset/French Dressing group (18 stores) sold to management

e Borders buys Paperchase (61 stores/ sales £27.4m) for £18.6m and announces plans to open
12 shops in next 2 years. New superstores by Nov'04 at Silverlink/Birstall retail parks

e Viyella expanding into small market towns — due to open in Marlborough, Mkt. Harborough,
Newton Mearns and Horsham
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Silverscreen claims it will open 1 store/week for next 3 years reaching portfolio of 180 (9 at
present)

Esprit opens in Bentalls Centre (Kingston) and Oxford Street

David Morgan (Cardiff) and David Evans (Swansea) both to close for redevelopment

Tesco

- launches online legal store — wills/self-help legal solutions

- licensing deal with eDiets.com to offer e-mailed personalised meal plans for the weight
and health conscious

- spends £140m on 50% stake in JV with Taiwanese hypermarket group Ting Hsin (trading
as Hymall). Group has 25 outlets in China plus 10 reported to be opening in 2004.
Average store size 89k ft* — 2m customers/store pa

Musgrave finally wins drawn-out battle for Londis

Baugur (backed by Nordic bank Kaupthing plus another unnamed investor) buys 20% stake in
Shoe Studio

CCC Outdoors to open UK's biggest outdoor equipment store in Coventry (48k ft?). Trading
under “Go Outdoors” group has 4 branches and is seeking more UK sites

Guess returning to UK in September'04 with shop in Neal Street, Covent Garden
02 seeking further 30 stores — average 1k ft?

Sephora still planning expansion in UK — reported further store to open in London to
accompany Brent Cross and N1 Islington branches

Apple claims 800k downloaded tracks in first week of European launch of iTunes including
450k in UK at £0.79 each

T Mobile launching Mobile Jukebox direct to 2.5G/3G phones. Partnership with
Sony/Universal puts c200 tracks on offer

Weston family to contribute funds to expansion of Build-a-Bear from 1* 2 stores
Stationery Box put up for sale by US backer Pricoa. £15m reportedly expected for 70% stake

Permira, venture capital firm stalking WH Smith, was ordered on 15 July to make a formal
offer within 25 days or drop its bid for at least six months
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The 99p Store gets £5m from Barclays Ventures to fund expansion from present 20 stores to
70 over next 5 years

Bathstore.com to expand from 63 stores to 90 in 2004
Dixons sells 20 of its high street leases to Monsoon
Discovery Store rebranding to Must Have IT — gadget operation

M&S - Green retires back to Bhs — no return for 6 months
- Lifestore concept and Simply Food stores with T/0 <£3m abandoned
- per una bought from George Davies for £125m
- “Money” to be sold to HSBC but share in joint venture retained
- £2.3bn to be returned to shareholders via tender offer worth £1/share
- core womenswear focus declared as age groups 30-55
- planning new 90k ft’ store in Broughton Shopping Park near Chester as part of
197k ft? park extension

Littlewoods planning to revamp its “image” by focusing on 40+ women at value prices
through 4 sub-brands — Berketex, Vie de Mode for the higher end ,Bcasual, a price competitive

label for younger customers and Classic. Intention to be 70% fashion-led, 30% classic

Asda to open 37.5k ft? standalone general merchandise store at Crown Wharf Retail Park in
Walsall this Autumn. Products lines to include George clothing, homewares and electricals

DFS — gets £14.6m back from HM Customs and Excise and agrees £496m bid from founder
Lord Kirkham to take it private

Hobbs could be heading for flotation/sale - £100m mooted

IGD's new Shopper Insight Report (The Non-Food Offer) claims that 11% of shoppers to
supermarkets go just for non-foods. Also that Tesco accounts for £1 in every £8 of all UK
retail spend. Supermarkets now first choice for toiletries and household goods but behind

specialists for products such as cosmetics and clothing

John Wardle, co-founder of JD Group, sells half of 25% stake for £10m to Pentland Group
raising potential takeover speculation about JD (dismissed)

George brand added to Wal-Mart online clothing offer

Snow & Rock (11 stores) acquired by Andrew Brownsword of Forever Friends fame
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e Minerva up for sales for reported £1bn. Interest from Australian group Multiplex. Could
impact on Allders in which Minerva has a stake

e Debenhams to trial 4 mini-Debs of 15,000 ft* in market towns in Autumn 04 selling cosmetics,
health and beauty, lingerie and limited clothing offer

e |KEA UK T/O for Y/E Aug'03 £882m — just up on ‘02. Pre-tax profits down from £154m to
£133m. Market share stalling at marginally under 5% after late 90s growth

e JLP to open 220k ft*dept. store at Sprucefield, N Ireland, having considered and discounted
Tallaght outside Dublin. Chelsfield Stannifer development to include further 30 retail units

e Merchant Retail withdrawing from UK mainland department store business to concentrate on
existing 98 store Perfume Shop and open 6 stores in Australia

e US - Levi's post net profit of $5.6m for 13 wks ending 30/05/04 reversing a $41.8-
million apparel’s 5 yr. deflationary spiral (down 8% from May'99) stopped in
May'03-May'04 with a 0.7% rise — improving economy and rising import prices as
a result of weakening US$ cited as contributory reasons

- National Retail Federation raises 2004 growth prospects for general merchandise/
apparel/furniture/electronics and appliances from +5% to +6% due to rising
employment trends and strengthening income due to tax cuts

- Auction Mills is setting up franchised e-Bay drop-off stores, initially in Dallas area.
Only 8% of e-Bay users offer items for sale

e Birmingham Business School survey suggests retailers in home entertainment, computing,
white goods and DIY could be losing more than £8bn pa in sales because of poor product
information/availability and badly trained staff

o Textile/apparel quotas to be abolished in Jan'05. Some estimates suggest China could take
50-75% of world market in these categories over next few years

And finally............. the Daily Telegraph has just reported that an Englishman has been selling
pints of water scooped out of Loch Ness for £6 on eBay. Orders are apparently coming in from all over
the world. So much for all the fears about retail deflation!

Fripp Sandeman & Partners Limited
25 July 2004
www.fspretail.co.uk




