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Authorative analysis...

Verdict's analysts and consultants work closely with retailers,
suppliers, consultancies, investment banks and property
companies to identify the key issues, sector and company data "erdict are the
and strategies driving the changing retail market.

company of choice for any

Our research identifies how retailers can enhance product, store research analysis and
and brand performance as well as the factors that determine .. . e
future retail success. Our specialist in-store auditing team II‘ISIght into retalllng
continuously collects price and product data across locations,

brands, fascias, ranges and retail sectors. Sir Stuart Rose
Executive Chairman

Rigorous research methodology... Marks & Spencer

Our in-house retail expertise and rigorous research methodology

ensure our reports provide complete and accurate analysis of the
major players, issues and trends together with a detailed
examination of the strategic implications for the retail market.

For key players in the retail industry, our reports are the first source of information on sector forecasts, retailer
performance, store and product portfolio developments and trading strategy.

Global, European and UK analysis across nine core sectors...

Verdict Research reports covers nine core sectors, five year forecasts, strategic issues, key locations, How Britain Shops
consumer surveys and the main European retail markets. Also available are a daily news service, weekly newsletter and
tailored consultancy portfolios to suit individual business information needs.

Over 20 years of experience...

Verdict Research is the UK's leading authority on retailing and publishes unrivalled independent analysis of the retail
industry. With over 20 years’ experience, Verdict has close relationships with major UK retailers and access, at the
highest level, to key executives working in the top 300 retailers to hear their first hand views. Verdict reports provide
clients with a complete picture of the retail sector and unique forecasts to help UK retailers, manufacturers, service
suppliers, city analysts, consultants and the media with strategic planning.

A key source for independent analysis and comment...

Verdict Research is regarded as a key source by the BBC, ITV, Sky News and the UK'’s leading broadsheets including
the FT, Times, The Independent and Daily Telegraph. Leading trade publications often refer to Verdict's opinion and
research including Retail Week, Drapers, DIY Week, Cabinet Maker and The Grocer.

In addition Verdict regularly appears in the international media. News sources quoting Verdict analysts and data include
CNN, the International Herald Tribune, The Australian, Los Angeles Times, and New York Times.
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The Impact of the Credit Crunch on European Retail

The impact of the credit crunch has led to a reversal in fortunes
for much of the EU retail sector. Most consumers in the EU have Detailed market analysis on
reached the peak of private indebtedness; with unemployment
rates rising, consumer confidence dipping, consumer credit

Germany

becomes increasingly hard to get hold of. Less debt financed
consumption means that the EU is now entering a phase of France
contracting economic activity. This will impact and hurt the UK
housing market, stock exchanges and retailing hard. Most
countries with the exception of France, Greece, the Netherlands, Spain

Poland, Slovenia and Sweden showed a significant easing in

Netherlands
CEE

monthly retail growth towards the end of 2008.

The Impact of the Credit Crunch on European Retail is a
new issue-based report that examines how the current economic

climate is impacting individual retail sectors and identifies
strategies retailers can deploy to cope with the downturn.

Create effective retail strategies to combat the effects of the global credit crunch with the
help of this new issue-based report from Verdict...

e Understand how evolving consumer behaviour is forcing
retailers to develop new product, sales and marketing

Consumer expenditure of Top 10 EU countries 2007 strategies to appeal to a profoundly changed market.

* Assess the growth potential and the challenges facing
the key CEE markets and benchmark their performance
with the aid of this new report.

500
' e O s s

& ‘oe PR & s e Learn how difficult market conditions are driving
r & competition among retailers and what the outlook for
EU retail will be in the short to mid-term.

Source: The Impact of the Credict Crunch on European Retail

K ions answer his brief...
"Among the Top Five economies, the ey queSt ons answered by this brie

major mature economies of western Europe

(Germany, France, the UK, Italy and Spain), * What strategies can EU retailers adapt to beat the
rankings remained stable — with the UK downturn?

ahead of France. And in the Top 10 Poland’s
consumer expenditure has leapfrogged
Belgium’s. However, Greece has displaced .
Austria in the Top 10 and has overtaken after-effects of the credit crunch?

Sweden in the process..."

* How will the CEE economies be impacted by the

e Wil trading deteriorate further in the year ahead as the

recessionary environment and mass redundancies continue
to erode consumer confidence?
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Chapter 5: European Market - Retail Spending

e Most countries with the exception of Greece, France,
the Netherlands, Poland, Slovenia and Sweden showed
a significant easing in monthly retail growth figures Figure 24: European retailers sales
towards the end of 2008 and we expect this trend to performance Christmas 2008

exacerbate going forward. Only these six out of 27
countries showed minimal positive growth as they were

entering the crucial Christmas trading period.

* In spite of depressed trading over Christmas 2008, many
retailers’ results remained broadly positive. The winners
were unsurprisingly grocers, as the non-discretionary

=

Source: The Impact of the Credict Crunch on European Retail

nature of their offer helped sustain sales over the festive
period. Other strong performers were valued-based
retailers as credit crunched consumers have become

increasingly price sensitive. As price has become the
overriding factor for consumers’ purchasing decisions, discounting was heavy over the festive season across all
markets in the EU. Consequently such aggressive trading tactics had a negative impact on many retailers’

margins for the period.

Selected Major Cases - Germany

e Since the turn of the millennium retailers in Germany have suffered from declining real incomes and an
increased savings rate among the German population on the back of high unemployment levels and structural
readjustments — as many companies restructured in the face of global competition and many jobs were lost.
As a direct result of squeezed consumer spending levels, retail has seen the rise of the hard discount
phenomenon, with both Aldi and Lidl outperforming general retail. There was also a near collapse of the
biggest department store Karstadt — which was stuck in the middle ground in a polarising retail environment —
and the withdrawal of Wal-Mart from the German market.

* Germany’s 2008 retail sales held up, but only just. According to the German national statistics office, from
January to November 2008 retail sales grew by +2.1% in nominal terms and declined by -0.5% in real terms.
Its forecast range for the whole year is for nominal growth of between +1.9% and +2.4% and in real terms
holding level with the previous year at best and -0.5% below at worst.

e Broadly, food retailing only grew due to inflation while non-food retailing suffered nominal and real declines —
inflation did not play such a major role in these sectors.

e Sales of clothing in Germany were down -4.0% in 2008 according to consumer research by TW-Testclubs.
The decline contrasts with two previous years of marginal growth at +1.0%. Many German clothing retailers
commented that the sales slump had been unexpected and really kicked in during the second half of the year.
Verdict expects the downward trend to continue into 2009 as non-essential spend is further tightened.

_45 -
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