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RETAIL TRADING UPDATE 2010...

Turmng the corner?




' 2010 PREDICTIONS

What like-for-like sale growth have you budgeted for in 2010?
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When do you think we will start hearing people talk with confidence about a
recovery in the retail environment?
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If you could choose one retailer (private or public) to invest in during 2010
which would it be?

John Lewis TESCO PRIMARK
37% 14% 9%

Other retailers mentioned: All Saints, Amazon, Apple, Asos, Bang & Olufsen, Blacks, Carpetright,
Clarks, Debenhams, Dunelm, lkea, JD Sports, Lidl, M&S, Mothercare, New Look, Pets at Home,
Sainsbury’s, Sports Direct, Super Group, Waterstone’s, Wilkinson
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Industry expectations for the next 12 months are for broadly flat or
slightly higher sales, with optimists outnumbering pessimists.

Our survey findings showed that just over a third of respondents are
budgeting for flat comparable store sales in 2010, while 40 per cent
expect like-for-likes to grow between 1-5 per cent. A further 13.5 per
cent are budgeting for growth above five per cent.

Negative like-for-likes are only expected by 11 per cent of respondents.

The BDO retail forecast is for like-for-like growth of 1-2 per cent in
2010.

When it comes to predicting with confidence about a sustained recovery
in the retail environment, the consensus of opinion is that this won’t
occur until 2011.

However, there are a significant number of optimists (28 per cent) who
think we will start hearing people talk with confidence about a recovery
in 3Q 2010, with a further 12.7 per cent forecasting 4Q 2010.

Encouragingly, only seven per cent think sustained recovery will be
delayed until after 2011.

Possibly influenced by its stellar performance over Christmas, John Lewis
topped our fantasy poll of retailers to invest in during 2010.

Tesco took second place, with respondents happy to invest in a retail
giant that continues to find ways to grow.

Primark came third, with its value and fast fashion credentials impressing
our respondents.

The survey was conducted across a sample of c400 retailers and industry
professionals who attended BDO Retail Trading Update events during January

2010. There were 71 respondents.
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Overall Christmas Like-for-Like Sales Performance
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Top Christmas Performers

Theo Fennell 25.0%
Shoe Zone 27.0%
Super Group 29.0%
Asos 30.0%
Ocado 30.0%

Like-for-Like Growth

Bottom Christmas Performers

-4.0% WH Smiths
-4.4%
Waterstone's
Alexon

-17.5% Game (UK & Ireland)

Like-for-Like Growth
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' CHRISTMAS TRADING UPDATES 2009/10

Thorntons (own stores)

Inline with our predictions Christmas trading was, for the vast majority of
retailers, remarkably strong given the underlying economic conditions. Of
the retailers who have publicly released data, just nine have reported
negative like-for-likes, against 54 positive.

Reduced levels of discounting, helpful seasonal weather, plus some pull
forward of demand due to the New Year VAT increase, were the main
reasons behind this performance. Some retailers also benefited from
diminished competition, while weak 2008/09 comparisons also flattered
results.

Looking forward, retailers are remaining cautious with downbeat
predications dominating Christmas trading statements.

Online retailers once again topped the charts with Asos and Ocado leading
the way. Multi-channel retailing is becoming more embedded with
consumers every year with total online sales +17 per cent this Christmas.

Hip fashion retailer Super Group also achieved elevated growth for a
second Christmas in a row, while sales also surged at Shoe Zone. In
general the cold-weather was very helpful to fashion retailers with
footwear chains doing especially well.

Luxury was another winner with upmarket jeweller Thee Fennell the top
performer.

The low point in the game console cycle and strong prior year
comparisons negatively impacted Game. However, despite this fall gross
margins were lifted, a trend which was also implemented by Thorntons
and WH Smiths.

Alexon suffered a double-digit fall reflecting the fact that its mature
customers avoided the high street this year given the icy weather.

How long is the Christmas trading period?

There is no official definition of when the Christmas trading period starts and
ends. Although a 5-6 week period up to the first week of January is the most
common time frame used, retailers do report across longer or shorter intervals.
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' CHRISTMAS TRADING UPDATES 2009/10

Like-for-Like Gross Margin Like-for-Like

Change 2009 Change (bps)

No Weeks Period End Outlook

Retailer Change 2008

5 3/1/10 118.0% We continue to trade in line with the board’s expectation and remain confident for the outcome for the full year

Super Group 29.0% 3/1/10 27.0%

Theo Fennell 25.0% 4 24/12/09 -21.0%

Office 19.0% 4/1/10 5.4

Dune 17.4% 2/1/10 ...feeling better than last year but it is not a case of running away with things but keeping a close eye going forward

Peacocks 17.0% Enhanced 2/1/10

Blacks Leisure 15.2% 7/1/10 -3.9%

John Lewis 12.7% 2/1/10 0.0% As the year progresses we expect to see a long slow recovery

Hamleys 11.6% 2/1/10

HobbyCraft 10.6% 3/1/10 - We look forward to continued growth in 2010

BrightHouse 24/12/09

Currys (DSG International) 8.0% 9/1/10 -12.0% We expect 2010 to be tough across Europe and notably in the UK given the economic environment

House of Fraser 2/1/10

Pets at Home 6.7% Improved 7/1/10 10.4%

Cash Generator 6.6% 2/1/10

Best Buy Europe (UK) 6.3% 2/1/10 8.3% ...well positioned operationally for further growth

New Look Flat 2/1/10 ..we are well placed to continue our growth and build upon our current success

“Like-for-like estimate, total sales +19% B D O
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Retailer t:‘:;;‘;r-zlggg (G:;:;Sgg?g‘ég No Weeks Period End t:‘:;;‘;r-zlggg Outlook
Tesco (excluding petrol) 9/1/10
______—
Ted Baker 4.8%* +250 24/12/09 -10.6%* The outlook for 2010 is again uncertain but we remain well placed to deal with the challenges ahead
______—
Poundland 3/1/10
______—
BDO High Street Sales Tracker 3/1/10
______—
British Retail Consortium 4.2% 2/1/10 -3.3%
______—
Clinton Cards 3.6% 3/1/10 -4.1% We expect 2010 to be another tough year
______—
ONS Retail Sales Value 3.6**% 5] 2/1/10 2.3%**
Net 3w ® 2409 708 Theoutlook for the year ahead s particularly hard to gauge at this point inthe cycle
Aurum 3.1% 9 3/1/10 - There is no doubt that 2010 will be difficult for the retailing sector and so we remain cautious for the 12 months ahead
______—
HMV (UK & Ireland) 2/1/10 ...we remain confident in the outlook for the Group
______—
M&S (General Merchandise) 1.2% 13 26/12/09 -3.2%
______—
M&S (Food) 26/12/09
_-_---_
Argos (Home Retail Group) 2/1/10 Due to the uncertain economic outlook, we expect trading for the next financial year to remain challenging
______
Signet Jewellers 2/1/10 -10.9%
______
Comet (Kesa) -3.9% 8/1/10 -2.5%
______
Thorntons (own stores) Higher 9/1/10
______
Alexon -14.3% 9/1/10 -10.5% We believe the 2010 economic outlook will remain challenging

L 7

*Implied like-for-like growth  **Total sales growth B D O

Page 5



ABOUT BDO

BDO is an award winning UK Member Firm of BDO International, the world’s fifth largest accountancy network, with more than 1,000 offices in over 100 countries*.

With the largest market penetration of the retail sector outside of the Big Four, BDO plays a leading role through advising many of the UK’s retail businesses. We have strong links with the retail
community in the UK and internationally allowing us to deliver the best possible service. We provide advisory, transaction and assurance services and our partners are renowned for their
commercial and pragmatic approach to solving problems.

HOW WE CAN HELP YOU

If you would like further information about this publication or our specialist knowledge of the retail sector, please contact:

DON WILLIAMS
Partner, Head of Retail and Wholesale

t 020 7893 2358
e don.williams@bdo.co.uk

BIRMINGHAM
t 01213526244
e steve.mant@bdo.co.uk

BRISTOL
t 01179301511
e jim.brown@bdo.co.uk

CAMBRIDGE
t 01707255925
e kieran.storan@bdo.co.uk

CHELMSFORD
t 01707255925
e kieran.storan@bdo.co.uk

GLASGOW
t 01412495234
e neil.craig@bdo.co.uk

HATFIELD
t 01707255925
e kieran.storan@bdo.co.uk

LEEDS
t 01132041265
e mark.hunt@bdo.co.uk

LONDON
t 02078932358
e don.williams@bdo.co.uk

MANCHESTER
t 01618177534
e dermot.power@bdo.co.uk

NORTHERN.IRELAND
t 02890439009
e francis.martin@bdo.co.uk

READING
t 01189254432
e andrea.porter@bdo.co.uk

SOUTHAMPTON
t 02380881897
e kim.hayward@bdo.co.uk

SOUTHERN REGION:
EPSOM AND GATWICK

t 01372754500

e david.eagle@bdo.co.uk

'Tax Team of the Year' 2009 and 2008
'Audit Team of the Year' 2008
pessElei:dl  'Corporate Finance Deal of the Year' 2008

FINANCIAL TIMES

WORKPLACES

WINNER

This publication has been carefully prepared, but should be seen as general guidance only. You should not act upon the information contained in this publication without obtaining specific professional advice. Please contact
BDO LLP to discuss these matters in the context of your particular circumstances. BDO accepts no responsibility for any loss incurred as a result of acting on information in this publication.

BDO LLP operates across the UK with some 3,000 partners and staff. BDO LLP is a UK limited liability partnership and a UK Member Firm of BDO International. BDO Northern Ireland is a separate partnership operating under a
licence agreement. BDO International is a world-wide network of public accounting firms, called BDO Member Firms. Each BDO Member Firm is an independent legal entity world-wide and no BDO Member Firm is responsible
for the acts and omissions of another member. The network is coordinated by BDO Global Coordination B.V., incorporated in the Netherlands with its statutory seat in Eindhoven (trade register registration number 33205251)
and with an office at Boulevard de la Woluwe 60, 1200 Brussels, Belgium, where the International Executive Office is located.

BDO LLP and BDO Northern Ireland are both separately authorised and regulated by the Financial Services Authority to conduct investment business.
BDO is the brand name for the BDO International network and for each of the BDO Member Firms.

BDO LLP and BDO Northern Ireland are the Data Controllers for any personal data that they hold about you. We may disclose your information, under a confidentiality agreement, to a Data Processor (Shamrock Marketing
Ltd). To correct your personal details or if you do not wish us to provide you with information that we believe may be of interest to you, please telephone (Great Britain - 0870 567 5678 or Belfast - 028 9043 9009).
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