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Retall sales continue to hold up

UK: Volume of retalil sales
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Official retail sales still holding up...

UK: CBI DTS and ONS retail sales

Source : Haver Analytics
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Consumer sentiment fragile but improving

Balance
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Non-Food Hit by Severe Deflation

UK Retall Prices

annual percentage

10 -
Predominantly
Food Stores

Predominantly Non-
Food Stores

o &
O L° O
P D D D
Source : ONS



... No country is avoiding the downturn
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What Drives Household & Retail Spending?

Disposable incomes
Real income from employment falling
Real benefit receipts rising
Debt service costs falling
Falling inflation will help real income growth in 2009

Expectations
Worries over job security etc

Wealth Effects
Big falls in house prices
Big falls in equity prices
Credit Availability
Mortgage equity withdrawal opportunities shrinking
Tigheter conditions for consumer credit
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UK households have suffered massive losses

Fall in household wealth (% of GDP)
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The Recession is causing a major erosion of househo |d wealth

UK: Personal sector wealth-income ratio
% income
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Expectations are dire!

Unemployment Expectations
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Supply of credit remains severely restricted...

UK: Credit availability survey
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. All adds up to a sharp increase in household sav  Ings rates

UK: Personal sector saving
% income
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... and a sharp fall in household spending

2002-7 2008 2009 2010 2010-15
GDP 2.7 0.7 4.1 0.1 3.1
Household Disposable Incomes 1.6 2.2 0.6 0.2 2.6
Impact of higher net savings 1.0 -0.8 -4.5 -1.3 0.4
Household Spending 2.6 1.4 -3.8 -1.1 3.0
Retail Goods - Total 4.7 3.5 -3.0 -0.2 3.7
Convenience 2.4 0.0 -0.9 0.3 1.8
Comparison 5.9 5.3 -4.0 -0.4 4.6
Household Savings Rate 4.1 1.9 5.5 6.7 5.9
Unemployment Rate (ILO) 5.1 5.8 8.4 9.4 7.6
S-T Interest Rates 4.7 5.5 1.4 0.8 3.2
House Prices (nominal) 10.0 -0.8 -14.8 -4.7 6.4

average annual growth rates except savings rate, interest rates & unemployment (period averages)



And an even more marked deceleration on comparison good s spend

12 W Household Spending

Growth
E Comparison Spend

10

annual % change, constant prices
N

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012



Regional Household Spending Trends

2008-10 2010-15

South West -2.0 2.9
Nortern Ireland -2.0 2.6
North West -2.2 2.7
Yorks & the Humber -2.2 2.8
Wales -2.3 2.5
South East -2.4 3.2
Scotland -2.5 2.8
North East -2.5 2.6
East of England -2.5 3.2
East Midlands -2.5 2.8
West Midlands -2.6 2.7
London -3.2 3.4




Implications for space requirements

2007 BCSC study looked at:
Spending growth
E-tailing
Changing sales densities
Increased comparison goods sales in convenience stores
2005-15 period

Gross Additional Comparison Floorspace Requirements

Spending Growth Floor Space Needs

000 m®
BCSC Base 4.3 6091
BCSC Low case 3.3 900
Oxford Forecast 2.3 ?




Scenarios for the UK economy

Policy effectiveness

Oxford forecast

Continued aggressive
(un)conventional monetary policy

Pace of destocking eases

Confidence restored quickly and
banking frees up

Weak sterling supports positive
contribution from net trade

Return to growth in early 2010

Deep-V
Consumers and business retrench
sharply to reduce debt

Conditions worsen again in
financial/credit market as defaults rise

Monetary stimulus is less effective
than expected

Further monetary and fiscal stimulus is
required in 2010

‘W’-shaped cycle
Growth boosted by stocks...

...but final demand remains weak
as banks and households
deleverage

Financial and credit market
conditions are slow to thaw

Growth sluggish in 2010 after
Initial bounceback

Deflation

Falling asset prices prove a further
drag on recovery in banking sector

Unemployment rises sharply and large
output gap opens

Monetary/fiscal policy is not effective
as deflation grips

Protectionism measures enacted
Economy declines in 2010 and beyond

Recession severity



Conclusions

Green shoots are springing up but everywhere...

It will be a long haul for retail



