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World’s Top ten most expensive streets for retail in 2003.

2003 | 2002 country city street Rent sq.m/

rank | rank a/year
1 1 US.A New York Fifth Avenue 7,967
2 2 France Paris Champs-Elys®es 6,287
3 3 Hong-Kong Hong Kong | Causeway Bay 4,687
4 4 U.K London Oxford Street 4,405
5 5 Australia Sydney Pitt Street Mall 2,903
6 8 Korea Seoul Kangnam Station 2,646
7 9 Greece Athens Ermou 2,640
8 6 Russia Moscow Manezhnaya Sq. 2,612
9 7 Germany Munich Kaupngerstrasse 2,580
10 11 Ireland Dublin Grafton Street 2,304

Source : Cushman&Wakefield/Healey&Baker

Top ten European cities to
locate a business today.

1990 (*) | 2002 2003

rank rank rank
London 1 1 1
Paris 2 2 2
Frankfurt 3 3 3
Brussels 4 4 4
Amsterdam 5 5 5
Barcelona 11 6 6
Madrid 17 7 7
Berlin 15 9 8
Milan 9 8 9
Munich 12 11 10

Source : Cushman& Wakefield | Healey &
Baker
*in 1990 only 25 cities were included

This survey has been conducted
in July 2003 by Cushman &
Wakepeld Healey & Baker, a global
real estate company, after having
interviewed 500 senior executives
-including 80 in France- among the
main 15,000 European prms. London
maintains its leading position ahead
of Paris and Frankfurt. Barcelona
and Madrid moved up in the top ten
cities. Paris could be ranked prst in
2008.

The positive aspects of Paris
include maintenance of contacts
with investors, access to markets and
customers, availability of qualiped
workforce; however, cost of staff,
pollution, the climate government
creates are negative aspects.

As for the future, Moscow is the city
that can expect the biggest inyux of

companies over the next pve years.
Warsaw, Prague, Budapest and Paris
can also expect a healthy number
of companies. Sao Paulo, Tokyo,
Shanghai and New York can all also
register investments from Europe.

The same persons have been
guestioned about the cities outside
Europe where they think their
company will expand in pve years:
Beijing jumped from the third
position to the prst one.

city No of
companies
Beijing 30
Sao Paulo 16
Tokyo 16
New York 13
Shanghai 13
Hong Kong 10
New Delhi 10
Buenos Aires 7
Mexico City 6
Miami 5

Source : Cushman&Wakefield | Healey &
Baker

Online retailing is booming in
Europe : 40% of users now buy
online.

In the last three years, online
retailing expanded largely in Europe
as 40% of users now buy online
compared to 19% in 2000. According
to Forrester Research, they do not
buy books and CDs only but more
sophisticated items such as apparel
for 18% of them and travels (16%).

Novemeer 2003 I

=2



(Online retailing...)

Another performance: 87% of
the top 15 retailers surveyed by
Forrester declared that their online
operations were proptable. It is an
important boost compared to the
2000 survey, which reported that
only 28% of 50 retailers announced
they made propts in this activity.

In order to expand in this market,
the prst goal for 60% of retailers
consisted inattracting new customers
followed by 53% who declared that
it was their sales growth. 27% only
said it was customer retention, the
largest segment, 40%, said their
largest challenge was offering a
great customer service.

Esprit to expand in Europe.

The fashion retailer, based in
Hong Kong, is going all ways to
expand its European operations by
doubling its investments to above
US$ 77 million including US$ 51.34
million to open and improve stores
and US$ 12.65 million to build new
showrooms and an international
headquarters in Ratingen
(Germany). The remaining will
be used to unify the information
technology systems.

In the exercise 2002/2003 to June
30, Esprit reported sales growing by
34% to US$ 1.59 billion. They were
driven mainly by a 43% increase of
its European sales accounting for
80% of the total. Operating propt
grew by 31% to US$ 221 million and
net propt by 28% to US$ 152 million.

In addition, Esprit opened
500 ¢ shop-in-stores &, signed
partnership agreements to open
one hundred stores worldwide and
anticipates to increase the retail area
of directly managed units in Europe
by 24,000 sg.m.

In the meantime, Esprit has re-
organized its product mix in July and
began introducing new merchandise
in September in order to cut the loss
in its stores based in Hong Kong,
Canada and Great Britain by a half
in 2003 while sparing more than
US$ 12.80 million : like-for-like sales
in Canada already increased by
30% after the introduction of new
products. In Asia, the recovery is
still on the way because Esprit is in
full repositioning of its brand. In the
U.S.A it plans 5 new stores and an
online 0shopd by fall 2004.

Source : Retail Asia
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Incomes are rising quicker
than wages.

The Economic Development and
Trade Ministry said that Russians
are getting richer from sources other
than their ofpcial wages. This trend
was noticed for the prst time in the
beginning of this year and its origin
remains unclear. It is the result of
the underground market growth or
even of currency exchange rates.

In the prst nine months of
2003 real disposable incomes
grew by 13.3% and real wages by
9.1% compared to 5.6% and 15.7%
respectively in 2002.

At the end of September, the
average monthly income per
person was US$ 168 while the
average wages were US$ 185. The
growth coincided with a globally
healthy economy. According to its
prst estimation for the period from
January to September, the Economic
Development and Trade Ministry
announced a GDP growth by 6.5%
over the same period last year. For
the whole year, ofpcial statistics
announce a 5.9% growth from 4.3%
in 2002.

Source : The Moscow Times

Portrait of the Russian
consumer : stereo and
microwave are the most

popular items.

According to a survey of 150,000
citizens published by the PPE Group,
a retail and mail order consultant
prm, the key pgures were the
following :

- stereo and microwave are very
popular, less than US$ 100 are spent
to buy liquor (wine and vodka),

- 40% of the Russians spend their
holidays at home and 2% only travel
in foreign countries,

- 97% of Russians have no Internet
access, 67% no car and 2% only have
mobiles.

As for pnance and savings,
Russians are far behind their
European counterparts: 93% are
not very satisped of their wages and
8% only are not able to save money
regularly,
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- 9% only declared they ¢ would
prefer borrowing money from the
banks versus 72% who prefer borrow
from friends or the family ¢,
- 8% only can save money regularly.
In spite of a high rate of unem-
ployment, there is a demand for
luxury goods, especially from most
of the middle and upper classes
since the ruble has stabilized. A
minority of consumers is able to buy
them at 30 to 35% less expensive

than in Western Europe.

Commercial ownership revi-

sion : 24 professional
federations mobilize their
forces in the name of

independent retailers.

The decree of 1953, which
governs  relationships  between
owners and tenants of commercial
spaces, is presently being studied
by a special commission from the
Minister of Justice in order to reform
it. Its conclusions are awaited by
April 2004.

This reform would cancel the
possibility of lease renewal by tacit
agreement at the end of its prst
nine year period. According to
professionals, this measure would
cancel the commercial ownership
and generate disastrous economic
and social consequences. In fact,
it would increase employment
precariousness and the rental value
for tenants. It would automatically
eliminate smallindependentretailers
and signs who would not obtain
any pnancial compensation in case
the owner refuses, once the lease is
over, to let his tenant have the lease
renewal. Now, the small tenant can
constitute a capital for his retirement
thanks to this compensation.

This lease renewal right in favor
of the tenant is a French specipcity
applicable to all EU citizens. It was
established before the decree of 1953
and aims to protect the tenant while
giving him an eviction compensation
in case the owner decides not to
renew the lease at its term.

Thanks to the decree of 1953 and
to bank pnancing, French retailers

have been able to modernize and =2



(Commercial ownership...)

expand. It could be thus modiped
by the French government under
the pressure of foreign investment
funds. This will to modify itis driven
by a minority of owners, investors of
shopping centers, most of them from
Anglo-Saxon countries, anxious to
increase the propt of the property
assets they manage.

Pinault-Printemps-Redoute : in
the third quarter to September
30, the group has reported
sales decreasing 16.3% to 0
5.4 billion.

On a comparable basis in terms of
group structure, exchange rate and
number of days, sales grew by 1.6%
and sales of the New PPR, including
the retail activity, Gucci luxury gods
and CFAO by 3.5%.

During the period, Conforama
sales fell 1.2% in France but the
international division posted a 7.8%
increase. Fnac sales grew by 1.6%

in France and by 13.7% outside.

Department stores fell 4.4%; at
Redcats (Mail Order), which suffered
during summer in France, sales were
down 5.8% in July-August on a
comparable basis then up by 2.6%
in September. At CFAO, a market
leader in Africa, sales grew by 8.9%
despite the events in lvory Coast and
the Central African Republic.

Sales of Gucci Luxury Goods

division actual sales were up 1.1%.

Metro : in the third quarter, EBIT
(earning before income tax) grew
by 12.4% to G 211.3 million on sales
up 3.6% to G 12.8 billion. In the prst
nine months of the current pnancial
year, Germanyis largest retailer has
posted sales growing by 5.5% to Q
37.75 billion. EBIT soared 22.3% to O
445 million.

Sales is broken as follows in the
prst nine months 2003 :

- cash and carry

(1 17.89 bil. (+5.1%)
- Real hypermarkets
G 5.89 hil. (+0.3%)
- Media Saturn consumer electronics
stores
G 6.92 bil. (+9.8%)
- Praktiker DIY
- (+10.3%),

earnings reached O 4.6 billion

compared to a loss of G 15 million
in 2002,
- Kaufhof department stores

a 2.6 bil (-2.4%), their loss
increased from 22 million to 34.5
million,
- Extra supermarkets

G 2.05 bil. (-1.4%), they
increased their loss to G 57.8 million
from 50.5 million in 2002,
- online sales

0 118.9 million (+20.8%)

Moreover, Metro announced it
gave up the sale of its property park,
including 350 assets, valued at O 3
billion. But it speeds its expansion
up in the Chinese continent
investing G 600 million to open 40
stores in the next pve years. In fact,
as it seeks to increase its market
share and sales, Metro will triple
its investments in China where it
already operates 18 units in the
east and north-east of the country.
In 2002, these outlets posted O 600
million in sales accounting for 1.2%
of Metrods worldwide sales and the
4 units in Shanghai were proptable
announced chairman Hans-Joachim
Koerber. His will to expand is in line
with the aggressive development of
foreign retailers who want a piece of
the market following the countryfs
dismantling of trade barriers by 2005
and its adhesion to the World Trade
Organization. Competition will be
perce with Carrefour (39 stores)
and Wal-Mart (26). W-M has already
signed agreements with Chinese
retailers such as Dalian Wanda to
open hypermarkets in Shanghai,
Nanjing and Ningbo and Carrefour
has links with Shanghai Lianhua to
operate its hard discount stores.

Unlike his rivals, Metro will limit
itself to a joint-venture with JinJiang,
a tourism and hotel group, and has
no project to open by himself after
2005.

A hard discount battle : Lidl
overtakes Aldi.

The second largest hard discount
chain, of Germany, Lidl, iscontinuing
to overtake Aldi. In the prst nine
months of this year, its sales grew
by 12.6% compared to 5.6% for Aldi
(North and South). Theses pgures
are based on a market research by
GfK.
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It is particularly interesting to
note that Lidl not only increased
its market share but also its sales (O
25.357 billion in 2002/3). In the
prst half of this year, Aldi has lost
G 78 million in sales to it and its
competitors Plus, Penny and Netto
G 55 million to it also. Lidl has a
10.4% of the German food market
behind Edeka (17.2%), Rewe (15.4%)
and Aldi (15%).

Aldi now operates above 5,800
units throughout Europe, Lidl 5,600
in Western, Central and Eastern
Europe. It just opened its prst hard
discount stores in Sweden; Denmark,
Norway, Estonia, Hungary and
Latvia are in project.

The prst hard discount store Lidl
opened thirty years ago and the
German prm continued developing
across Europe. It is a subsidiary of
the Lidl&Schwarz Group, which also
operates the Kauyand hypermarkets
in full expansion in Poland, Croatia,
in the Czech and Slovak republics.
Romania and Bulgaria are also on
the agenda (cf.LLDI October 2003).

Retailers try to find new
solutions to book sales.

German retailers are working
on new book concepts. The Toom
hypermarkets of Rewe signed an
agreement with Random House,
a subsidiary of the publisher
Bertelsmann, in order to test
new ways of selling books. It is
completely new that a retailer passed
the responsibility of selling its books
to a publisher because generally it is
rack jobbersi task and Buchpartner
in particular in Germany. If direct
contacts have always existed in the
promotions peld it is the prst time
that there is such a cooperation.

A Toom hypermarket is testing
an experience in a 100-sg.m book
department. Random acts as
responsible of the category whose
40% of the books belong to him and
60% to other publishers. As Random
has only a limited experience in big-
box stores, it asked a former Globus
manager to act as a consultant.
Globus is the only hypermarket
operator with book department in
its stores and the only one investing

in the peld of information research =
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(Book sales...)

on the price category of the books
sold, their number and titles.
Competitors are envious of it as its
book department generated G 13
million sales in 2002 growing by
5.7%. It is ranked as the 48th of top
100 German bookstores (according to
Lebensmittel Zeitung, the 600 German
bookstores generate G 200 millions
sales).

A bookstore in Aachen has
opened its own shops in Real
hypermarkets under the sign ¢ Best
of Books é. It now operates 69 of
them and more are planned. But
Real does not want to part with
the traditional service suppliers. In
the prst nine months of 2003, its
books sales grew by 10.8% to G 20
million.

Source : Lebensmittel Zeitung

The franchise formula is in full
expansion.

According to Assofranchising and
prst estimations for 2003 sales should
reach O 15.2 billion. There were 654
franchisers compared to 500 in 1999
and 41,600 franchisees. The formula

share of the market and to become
proptable by 2006.

Migros, which launched its own
line operation in 1998, hopes to grow
its online sales to O 4,54 million in
2003, and LeShop, set up in 1997,
to become the largest online food
retailer of the country; it expects its
propts to amount to G 10.38 million.

At the end of 2002 Le Shop, which
belonged to the Bon App@tit group,
has been acquired by ShoppingNet
Holding led by a Dutch investor
group.

Online sales accounts for 0.07%
only of the Swiss retail trade.

Portrait of Migros Turkey.
Consolidated sales and profits of
the food retailer in million USS$ :
Sales and stores per country :
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the security of their income while
injecting money in shopping centers,
could be one the reasons of the
phenomenon. In fact, transactions
by funds jumped by 160% to A 4
billion (O 5.76 billion) in the last
twelve months. Today A 18.8 billion
(G 27.11 billion) have been invested
in this sector from A 6.4 billion (O
9.23 billion) ten years ago.

According to this survey, the
very large shopping centres, those
above 50,000 sg. m, were the worst
performers considering the rental
growth with 2.3% compared to 3.4%
for the smallest, those of less than
7,500 sg.m.

This analysis found also that
investments in existing shopping

country % sales per sales Store Entered the
foreign country : | (US$ mio) number market in:
Turkey 82.3% 761.2 1,113 -
Russia 13.4% 124 | 21 (26 in 2003) 1997
Kazakhstan 3.0% 27.8 [ 3 (1in project) 1999
Bulgaria 0.8% 742 2001
Azerbaijan 0.5% 4613 1996

is particularly successful among the 2000 | 2001 | 2002
25-30 year olds and 50-year and | Netsales 1,013 813 925
older. EBIT -13 7.1 20
CA in million 0 by activity. Net propt 35.3 18.2 22.7
sector 2002 2003 variation
a % a % %
Specialized food stores 1,242 8.5 1,292 8.5 4.0
Non specialized stores 4,515 30.8 4,550 29.9 0.8
Apparel 1,843 12.6 2,062 13.6 11.9
Home equipment stores 468 3.2 525 3.5 12.2
Other specialized stores 1,625 11.1 1,717 11.3 5.7
Services 4,305 29.4 4,339 28.5 0.8
Hotels, restaurants 537 3.7 586 3.9 9.1
Building 110 0.8 111 0.7 0.9
Industry 21 0.1 22 0.1 4.8
total 14,666 100| 15,204 100 3.7

Source : Lettre de Veille Internationale

Migros, leader of the country’s
food retailing, is going into
parinership with LeShop, an
online grocer, to create the
largest online supermarket.
Both companies have signed a
strategic alliance but they remain
totally independent, Migros acting
mainly as a supplier. They expect
to double their online yearly sales
to at least O 32,46 million with a 75%
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Increase of high street shop
vacancy rate.

The percentage of idle shops in
shopping centres slipped back from
4.7% to 4.1% in 2002 according to the
annual survey by Donaldsonis but
the level of unoccupied high street
shops increased by more than one
third from 2.7% to 3.8%.

Investors, who are looking for
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Sources : LP International,[Migros Tiirk/M+M Planet Retail

centre improvement declined by one
third in 2002.
Source : Retail Week

Debenham’s : Baroness Re-
tail, a consortium led by CVC
Capital and Texas Pacific,
revalued its offer to G 2.47
billion as it is trying to control
the department store chain.

The Permira and Blackstone
investment funds gave up as
Goldman Sachs withdrew its bid. In
the exercise 2002/3 to August 31, pre-
tax propt grew by 9.6% to O 240.17
million and sales jumped 6.7% to G
2.6 billion.

The department store chain
operates 104 stores in U.K and
Ireland, totalizing 795,000 sq.m retail
space, and 10 franchised stores in
eastern Asia and Central and Eastern
European countries.

Its share of the market reaches
14.6% and it accounts for 3.5% of the
British apparel sector.
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Burberry’s is expanding
outside U.K: it opened its
first free-standing outlet in
Melbourne, Australia, in an
upmarket shopping centre,
Crown Casino.

The British fashion retailer has
been present in Australia for pfteen
years with duty-free shops and
wholesale trade. It has decided to
invest in a prst store that could be
followed by further ones.

Two weeks after it opened its
prst Italian store, the chain plans to
open new units this fall in Malaysia,
Hong Kong and Singapore and in
Moscow in 2004. It also expects
to open a shop in Tokyo by April
which will be its second Japanese
unit offering accessories, perfumes,
home goodse&

Burberryis does not break out its
individual country sales but during
the 200272003 exercise, overall sales
amounted to US$ 943.4 million. In
the prst quarter to June 30, they
grew by 33% while it opened
new stores and bought its Korean
distributor .

According to Mike Metcalf,
its chief operating and pnancial
ofpcer, Burberryis is in line with
its projections for the whole year
and analysts are expecting that
EBITDA will be approximately
US$ 205 million compared to US$
192 million in 2002. United States
of America were performing very
well, the market lagged in Europe
but it improved in Hong Kong and
Singapore.

Burberryis, which operates 70
stores, is 77.5% owned by UK retail
group GUS.

If everyone shops at grocery
stores, American consumers
are shopping less at their
local supermarket and more
at discount and supercenters
(hypermarkets).

Stores : annual trips per household :

This is the reason why

1999 | 2000 2001 2002 it focuses on service.
Warehouse store 9 10 10 10 This battle is also led
Discount 10 10 11 12 by many retailers of all
Convenience/gas 13 14 15 14 sizes and, according to
Drugstore 15 15 15 15 the analyst Ira Kalish
Hyper* 15 17 18 21 of Deloitte Research,
l(\;/lass mer;:hant gg ;g 3: ?g cThe best way to
rocery store ;
Percen¥ of households that shop at selected compete with — Wal-
A Mart is not to compete
retail outlets : with Wal-Mart. & For
1999 2000 2001 2002 . .
Convenience/gas 50% 48% 45% 46% _example, in food, it
Warehouse store 50 49 50 52 is necessary to offer
Discount 52 55 59 62 | Prepared foods, pre-
Hyper.* 52 54 60 63 cooked meals and
Drugstore 87 86 86 g6 | freshpsh.
Mass merchant 95 94 93 92
Supermarket 100 100 100 100 In Canada, the

“incl. Kmart, Target and Wal-Mart
Source : AC Nielsen/Shopping Center World

Shopping centres on expansion
path in the U.S.

Today there are 46,438 centres
and 580 million sq.m of retail space
compared to 28,496 and 350 million
sg.m in 1986. In seventeen years,
population increased from 238
million inhabitants to 286 million
which means that the centre number
is growing quicker than the number
of babies. Meanwhile, GLA per
capita grew by 37% from 1.32 sqg. to 2
sq.m.

As there are more stores and more
stuff to buy it means that Americans
are getting richer than in the Eighties
and that they pay by their credit
cards. On average households owed
US$ 8,940 on their credit cards in
2002 up 173% from 1992 (US$ 3,275).
Source : Fortune

« If you can’t beat them join
them » or how to compete with
a giant such as Wal-Mart.

An independent food retailer in
Oklahoma City, under the Budget
Food Market banner, is surrounded
by 10 Wal-Mart supercenters, 6 Wal-
Mart discount stores, 7 Wal-Mart
Neighborhood Markets and 4 Samis
Clubs. It has been operating for more
than 20 years in this poor Hispanic
market and his customers seem
to prefer its offer of tortillas, fresh
cactus and other Mexican specialties
to the limited product mix of low
price ethnic products of Wal-Mart.
To remain alive, Budget Food Market
has to differentiate from the giant.
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food chain Loblaws
is differentiating by
the conversion of
some of its stores into small ¢ life
style & shopping centres catering to
mothers with young children. Their
offer include prepared meals, a line
of apparel, a dry-cleaning, a cafe, a
babysitting and a health club.

While many supermarkets and
other food stores try to pght the
giant on prices, some of them such as
Trader Joefs, have maintained their
difference through a home-brand
products mix.

At Target, the cheap-chic
positioning in order to compete
successfully against WM begins to
show signs of wear.

Specialty retailers have adopted
the formula ¢ If you canit beatiem,
joiniem é and are looking for sites
next to Wal-Mart stores with the
hope that unsatisped shoppers
with the depth and breath of its
specialty offering will shop at their
stores.

A survey by FCB has broken
down Wal-Mart customers into
four segments: champions (29%),
conyicted (27%), enthusiasts (15%)
and rejecters (29%). Those who reject
the social and political ideas of the
giant have become the second most
regular segment of the 4 groups.
According to Hoyt & Co ¢ The only
thing that could stop Wal-Mart is if
the government gets involved, just
as it did with Microsoft. &

Source : Alice Z.Cuneo, AdAge.com
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lkea delivers e-learning to its
American store managers.

Of 8,000 U.S employees,
approximately 2,500 are managers.
They have been offered by Ikea
an online service that has been
training them to various Microsoft
desktop applications for the past
three years. This program replaces
a system in which Ikea sent his
managers attend off-site training
sessions organized by local
technology manufacturers.

Ikea completes this program
by an internally online training
program specially built around Ikea
management. Unlike the online
training, lkea asks its managers to
attend 20-hour sessions broken into
16 modules. Thus, the Swedish prm
organizes around 40 online training
modules : 300 to 400 managers per
year choose the desktop application
programs and 500 the management
training programs.

Ahold has completed the sale
of Golden Gallon and revised
its loss for 2002.

Ahold has just announced a net
lossof14.33billionin 2002, according
to the American accounting norms,
from G 1.21 billion announced
beginning of October according to
the Dutch norms. Audit and lawyer
fees in excess of G 100 million,
accounting irregularities, a sluggish
economic context, competition and
divestments of some subsidiaries
will impact negatively the 2003
exercise. Its debt ratio reaches 135%
(US$ 137 billion). In the third quarter,
consolidated 3Q net sales decreased
by 7.1% to G 13.0 billion and were
signipcantly impacted by the lower
currency exchange rate of the US
dollar in particular.

The Dutch retailer has completed
the sale of its 138 fuel and
merchandise convenience stores
Golden Gallon to The Pantry. The
transaction value amounts to US$
187 million. The Pantry is the leading
convenience store operator in the
southeastern United States and the
third largest independent chain in
the country.
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Carrefour has withdrawn
its bid for Ahold’s Brazilian
assets.

The Dutch assets included
the Bompre-o and G.Barbosa
Comercial supermarkets as well as
the Hipercard credit card activity.
This decision of Carrefour (it
has a 12.6% market share with 4
hypermarkets in Brazil) leaves the
peld for Wal-Mart (22 Wal-Mart,
Samis and Todo Dia stores) and
the local Companhia Brasileira de
Distribui-ao (whose the French
Casino controls 22% of the capital),
owner of 443 stores including the
Pao de A-ucar.

Carrefour has announced
investing US$ 150 million to
open new stores in Chile in
2005. According to the Chilean
Association of Supermarkets the
French retailer has a 6.3% share of
the local big-box stores and US$ 150
million in sales.

Retail trade on the road to
recovery after having suffered
from SARS in the first half of
2003.

According to the National Bureau
of Statistics, retail sales grew by
9.9% to US$ 43.5 billion in August,
the highest monthly growth since
January 2003. It is attributed to a
stronger consumer demand, a totally
new change since the SARS outbreak
and had led to a 4.3% decrease in
May 2003 compared to the same
period one year earlier.

This August performance
is attributed to caterer and
automobile sales growing by

15.4% and 60% respectively. Sales
of telecommunication equipment,
building materials and decoration,
furniture sporting goods and leisure
all increased by 82% compared to
one year earlier and by 43.1%, 36.2%
and 44% respectively in August. For
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all, retail sales in urban and rural
zones grew by 11.8% year-on-year.

According to Chinais Ministry of
Commerce, sales of the top 30 retail
chains increased by 40.83% to US$
13 billion in the prst half. Lianhua
Supermarket Holdings of Shanghai
is the leading chain with 2,259 stores
and US$ 1.45 billion sales followed
by Hualian Group (US$ 1.42 billion),
Dashang Group (US$ 906 million)
and Shanghai Agriculture Industry
Commerce Supermarket Co (US$
727 million).

The available retail supply
overtakes demand in Beijing.

The new retail areas in the capital
will reach 2.02 million sg.m in the
next three years according to CB
Richard Ellis and outpace Shanghai,
Hong Kong and other major city in
Asia. This jump is explained by a
15.7% annual growth in retail sales
between 1992 and 2002 and by the
prospects of deregulation of the
foreign retailers.

In fact, the Haidian district, in
the north of the capital, expects to
build 7 large shopping centers by
2004, whose forecasted sales amount
to US$ 966 million, and to attract
foreign retailers.

For the main part, the strongest
growth is limited to a few players
such as hypermarket, home-
improvement prms and fast food
chains. While Carrefour, Ito-Yokado,
Metro, Wal-Mart and Makro have
been opening store for pve years,
home-improvement chains such
as lkea, Obi and B&Q invest in
new stores in order to answer to a
growing number of home-owners in
Beijing. KFC and McDonaldis have
already saturated the capital with
approximately one hundred units
each while Starbucks, Pizza Hut,
Yoshinoya and Subway are always
building new expansion plans.

Foreign retailers, those
specialized in middle-range fashion
and low prices hesitate to settle
in Beijing as they are worrying
about local competition and
unclear regulations on the entry of
international investors. Exception is

made for Hong Kong retailers such =
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as Giordano, Baleno and Esprit who
try diversifying their operations
from the mature market in Hong
Kong to the continental China.

In addition, the same report
anticipates that the growing lifting
of restrictions in foreign investments
in the Chinese retail, wholesale
trade and franchise by 2005 and the
growing consumerism in Beijing
would increase the demand for new
specialized stores from international
fashion and other sectors such
as beauty, cosmetics, leisure and
entertainments.

Meanwhile, rents for prime stores
will increase in the next two or
three years, demand resulting from
a present lack of available space
in central locations and the recent
decision of the Beijing Municipal
Commission of Commerce to ban
any shopping centre over 10,000
sg.m within the limits of the Second
Ring Road.

Source : Retail Asia

Seiyu, Japan’s fifth largest
supermarket chain, begins
using Wal-Mart’s methods.

Totally new changes are taking
place at Seiyu, whose Wal-Mart
owns 37.8% of the capital, in order
to increase its proptability and
expand in a very fragmented retail
market: shoppers are greeted at
store entrance, similar pxtures are
being used to present produce and
price promotion signs are placed on
endcaps. By yearis end, Retail Link,
Wal-Martis information management
system, which connects suppliers to
its database, should be installed in a
dozen of 408 Seiyu stores.

The manner in which mer-
chandise is packed, shipped,
received and displayed in stores can
have a great impact on proptability
because labor costs are high in the
archipelago. Initiatives to increase
productivity and reduce expenses
including rent, utilities and
overhead are intended to improve
the cost structure at Seiyu and help
him cut prices, increase sales and

propts.

Seiyu has reported a net loss
of US$ 771 million on sales of US$
9.4 billion in 2002/3. This loss is
attributed to initiatives following
WMis investments and to a still
laggard economic context.

If Seiyuis difpculties are solved,
Japan will offer long-term substantial
opportunities to Wal-Mart because
this market is ranked behind U.S.A
by consumer spending, but, unlike
the U.S,, retailing is very fragmented
there. The top pve retailers (Seiyu
is Japanis pfth largest one) account
for just 6% of total retail sales while
mom-and-pop shops account for
58%.

Wal-Mart has the possibility
to grow to 50.1% of the capital of
Seiyu until December 2005. At that
time, sales and propts should be
consolidated in WMis international
division pgures. WM has also until
2007 to further grow to 66.7%.

Discounts
stores.
For the prst time discount stores
have reported higher sales than
department stores in the prst half
2003 with US$ 7.90 billion compared
to US$ 7.47 billion. The gap between
the two retail sectors should still
widen by more than US$ 1.74 billion
by end of 2003 to US$ 17.74 billion
compared to US$ 15.65 billion.

vs. department

The number of department stores
gradually declined from 111 in 1997
to 84 in 2002 while the number of
discount stores jumped from 69
in 1997 to 235 in 2002. The leading
discount chains are E-Mart and
Homeplus which announce 15 and 8
new stores respectively in 2004.

Department stores saw their
sales growing by 56% between 1998
and 2002 to US$ 15.47 billion and
discount stores by 248% to US$ 15.13
billion.

Freeze on new hypermarkets
during five years.
According to the Bernama agency,
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the government has decided to freeze
the opening of all new hypermarkets
in the Klang Valley, Johor Baharu and
Penang for pve years from January
1st, 2004 in order to protect mom-and-
pop stores. Today 38 hypermarkets
are operating in Malaysia and most
of them are located in the above-
indicated regions.

The Ministry of Commerce has
also indicated other changes in the
process for opening new big-box
stores. In fact, applications must be
made two years before the project
begins to let local authorities check
whether sites are appropriate for the
chosen areas.

Robinson, Shop N Save and
Safe Superstore, three retailers
up for sale.

Mid-September, Robinson &
Co, the oldest retailer dating back
to 1858 and also the largest of
Singapore, announced its intention
to sell its retail activities and is
looking for a buyer. The operation
would help it secure the future of
its Robinson department stores and
John Little junior department stores
as well as of its franchise outlets
Marks & Spencer in Singapore and
in Malaysia.

Among potential candidates,
Central Retail from Thailand,
Matahari from Indonesia, the British
venture capital prm 3i Investments,
CVC Asia-Pacipc of Citigroup and
the American private equity group
Carlyle.

Shop N Save is a chain of 35
supermarkets (28,000 sq.m retail
space) is also up for sale. It is owned
by Singapore food chain QAF (51%)
and Belgian group Delhaize (49%). It
accounts for one third of the Groupis
total revenues (US$ 153.7 million).
Its divestment could reduce QAFis
debt.

Safe Superstore, which operates
pve consumer electronics, home
and kitchen equipment, furniture
and pttings, has been up for sale
the second time at US$ 5.7 million
by Elpizo Ventures, an American
investment group.
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Carrefour on expansion in
Thailand.
The worldis second largest

food retailer who concentrates on
hypermarkets in this country seeks
to develop its market share with
4 new stores planned in Bangkok,
Phuket and Chiang Mai for 2004. It
opened a 7,600 sg.m hypermarket in
the capital mid-October and another
one is likely to open in December
this year in Pattaya.

In spite of new zoning
regulations for Bangkokis new
city plan, Cencarre, which builds
the Carrefour units in the capital,
conprmed the 2004 projects at an
investment of US$ 77.6 million. They
are in addition to the US$ 325 million
already placed by Carrefour in the
country.

Vietnam could become a lucra-
tive market for retail invest-
ments.

To date, Germanis Metro AG
and Cora of France through the
group Bourbon are the only foreign
retailers to be present in this country
as the others are discouraged by
regulations by the Ministry of Trade
and the Ministry of Planning and
Investment.

But the situation is changing.
The Service of Trade in Hanoi will
authorize eight new supermarkets
of different sizes by 2004 which
represent an investment of US$ 33
million as demand is growing in the
capital. The prst outlet will have a
total retail area of 6,230 sq.m and
the others will range from 600 to
10,000 sg.m in the metropolitan area
where 50 self-service shops and
various supermarkets are already
operating.

The supermarket share (16%)in
Hanoi and Ho Chih Minh City is
relatively low compared to nearly
50% in the rest of Southeast Asia.
However, analysts think that annual
economic growth at around 7% in
the past pfteen years, changes in
investment rules and a liberal trade
policy could encourage a future
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commercial boom.

Metro, which just opened its third
cash & carry in Hanoi (the prst two
are located in Ho Chih Minh City)
has planned 5 further ones over 2007.
Cora operates 3 hypermarkets.

Even if more than 30% of the
population is living below poverty
line and the national annual
income per capita at low US$ 450,
the country is showing signs of
strong evolution and investment
possibilities by foreign retailers,
commented recently the Wall Street
Journal.

Expansion  of
centres.

Since the war is over in lraq,
conpdence has come back and
schemes which were on hold last

year will be unveiled.

shopping

In Kuwait, the Arraya centre,
which just opened in a 12,000 sg.m
of retail space, is an upscale mixed-
used complex, 90% leased, and
locally backed by the Salhia Real
Estate prm in charge of the leasing.

As the country has no fund
concern, projects expansion is to
continue. In fact, a very large centre
of 100,000 sq.m to be completed by
2007 will be Kuwaitis largest one.

Qatar, which will host Asiais
Games in 2006, is actively preparing
this event hence high investments in
infrastructure, roads and housing. As
the regionis retailers want to develop
but cannot pnd any space convenient
to them in the market, it seems that
centres which did not open yet, will
start to take place. According to
Colliers International, Gulf States
attract commercial projects because
they have the highest average
growth of inhabitants in the world.
In addition, a large part of this local
population is made up of European
and North-American expatriates
whose high disposable incomes
make the Gulf more attractive for
international retailers. Europeans are
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very fast in exploiting opportunities
like Carrefour or G®ant which just
announced a second hypermarket
in the region and is expected to open
another one in the Gardens centre in
Dubai in the Q3 2004.

The new trend consists in making
shopping a leisure experience
and consequently to include more
and more spectacular attractions
for visitors. In the Emirates, the
¢ Mall of the Emirates e of Majid Al
Futtaim will be opened in 2005. First
phase will include a 12,500 sq.m
development with Home Centre,
Splash, Shoe Mart, Lifestyle and
Baby Shop It will mainly include
the Middle-Eastis prst ski resort, one
of the longest indoor ski slopes and
a childrenis play-grounds. In Abu
Dhabi, the second phase of Marina
Mall will be completed in 2005. It
will include 180 stores in 70,000 sq.m
of retail space. Carrefour, Ikea and
Zara are already present since 2001.
The owner, National Investment
Corporation, will build a winter
theme park there with a ski slope
and a skating rink.

Abu Dhabi Mall is a shopping
centre opened in 2001 in a 55,000
sg.m retail area and four levels.
12,000 new sg.m will be added
including a leisure complex, 160
local and international shops in three
levels and is due for completion by
fall 2004. Aswaq Management &
Services, a joint-venture between
Soci®t® des Centres Commerciaux
of France and local partners, is in
charge of the scheme.

This Mall is a part of Abu Dhabi
Trade Centre which includes a pve-
star hotel of 180 rooms, 2 ofpce
buildings and a health club. Among
the Aswaq projects, a 15,000 sq.m
mall to be completed by end of 2004
and another one of 60,000 sg.m in
Jumeirah (Dubai).
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SPECIAL STUDIES

American developers to rush
into Europe.

R etailers should prepare now for expansion into
the lucrative European market. Europe offers a
number of advantages for developers and retailers
alike, wrote Laurence C.Siegel, chairman and CEO
of The Mills Corp, in the American press.

Europe is an under-developed market compared
to America. According to a survey by Healey &
Baker, Sweden is the largest European country by
commercial area with 17 sq.m per inhabitant or just
the tenth of the total per U.S. capita. Netherlands,
United Kingdom, France, Austria, Ireland and
Spain have between 10 and 15 sq .m of retail space
per capita. As a whole, GDP (Gross Domestic
Product) should grow by a healthy 8% in the Euro
zone between 2002 and 2006 and some markets
could even register twice that growth.

Prospects.

In Europe, there are large and upscale shopping
centres. Those above 100,000 sg.m GLA of retail
space are few but they dominate the market.
Bluewater in U.K (144,000 sg.m), Colombo in
Portugal (117,000 sg.m), Oberhausen in Germany
(100,000 sg.m) generate sales per sg.m 2.5 times the
American average.

For an expansion in European countries, it
is necessary to consider :

- the government stability and to check whether it is
pushing the business development,

- the economy growth and its potential expansion
rate,

- the potential expansion rate of retailing,

concentrated,

- are trends in the key indicators of economy and
retailing such as population, GDP, unemployment
and retail sales, sales per capita, rents, yields,
amount of retail spacee favorable?

It is important not to consider demography
and economy of one country as a whole because
it would lead to mistakes. For example, GDP per
capita in Spain was much lower in 2002 than in Ger-
many, Italy, France or U.K. However, in Madrid, it
is 25% higher than in the whole Euro zone. Moreo-
ver, according to projections, GDP in Spain should
grow by 2.3% in 2003 compared to a low 1.3% for
the whole Euro zone. But GDP in Madrid should
increase by more than 2.9% per year through 2005
or 26% more than the whole country.

If all European markets offer exceptional
opportunities for American retailers, obstacles to
enter them may be difpcult. There is a trend among
governments to protect their historic city districts
because they consider traditional shopping centers
as a threat to them. Moreover, local and regional
governments are much more powerful in Europe
than in the U.S. To obtain the permitting process
and adapt the American models to the local culture
and go through the local and regional bureaucracy,
it is necessary to have good government relations,
diplomacy, patience, creativity and yexibility. <<

Extract of an article written by Laurence C.Siegel,
chairman and ceo of The Mills Corp, American developer
of factory outlet centers

- if commercial property is fragmented or Source: CSAExecutive
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Two eminent department store chains
are leaving US regional shopping malls
to open free-standing stores.

S ince 1995, shopping centre sales decreased from

38% to 19% of Americais retail dollar according
to a study by Customer Growth Partners. Of the
US$ 766 billion in sales generated in 2002 by the top
40 retailers, off-mall retailers accounted for US$ 617
billion compared to US$ 149 billion for those located
inside the malls. The prst category is led by Wal-
Mart, The Home Depot and Costco and the second
by traditional tenants such as Sears, JCPenney and
Federated Department Stores. Difpculties faced by
department store chains are one of the main reasons
of the demise of the malls retail importance.

As a whole, as the performing department
store chains continue decreasing in number just as
trafpc in shopping malls, new statistics show why
developers try actively to look for non traditional
tenants such as supercenters (hypermarkets) as
anchors for their regional shopping centers.

May will close 32 Lord & Taylor department
stores in 15 States

Lord & Taylor is the less proptable subsidiary
of the group with sales per sg.m falling 20%
approximately to US$ 1,840 in 2002 from US$ 2,227
in 2000. They account for 38% of the total count and
around 19% of sales or 400 million of the divisionis
US$ 2 billion. 54 further Lord & Taylor will remain
in activity in 11 States and the District of Columbia.
Among the 32 closed units, 11 are located in Simon
Propertyls shopping centres, 4 in General Growth,
4 in Taubman and 3 in The Rouse Co. The Rouse
will propose the available area to specialty stores.
At Simon Property, they say that a great number
of retailers is ready to occupy it and Taubman
that it has many new candidatese. It could be an
opportunity for retailers such as Target, Hennes &
Mauritz, Kohl’s and also Nordstrom who try to settle in
shopping centers.

Thanks to this operation, May plans to spare
US$ 50 million a year including US$ 20 million
during the second half of 2003. In the prst quarter
to May 31, its propts were up US$ 2 million but
sales fell to US$ 2.87 billion from US$ 3.10 billion
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one year earlier. Through this operation May will
strive to become a more upscale retailer focusing on
fashion.

May operates 446 Lord & Taylor, Famous Barr,
Fileneis, Foleys, Hechtis, Kaufmann, L.S.Ayres,
Meier & Frank, Robinsons-May, Strawbridge and
The Jones department stores plus 191 Davidis
Bridal and 259 After Hours specialty units in 45
States, the District of Columbia and Porto Rico.

Sears might also leave shopping centres.

In order to better pght against discount,
specialty stores and home-improvement centres,
the chain recently tested a new off-mall concept
under the banner ¢ Sears Grand ¢ in 15,000 sg.m to
20,000 sg.m of retail space in Utah. If Sears leaves
shopping centers, a few owners would have to pnd
new tenants because Sears is the main anchor of
91% of CBL & Associates portfolio, 76% of Simon
Property Group and 66% of The Macerich.

This new store concept of Salt Lake City will be
followed by 5 further ones in 2004. They will have to
compete with supercenters (hypermarkets) which
have been nibbling its market share for the past
decade. Its offering includes DVDs, gardening tools
and grocery which will complete the traditional
merchandise mix. Week opening hours have been
extended from 8 a.m to 10 p.m and from 10 amto 9
p.m on Sundays.

Sears chairman has indicated to the press that according
to his long-term strategy he anticipated to take some
small department stores out of shopping centres. In
these conditions, 200 to 300 units would either leave
them for good to be converted into standing-alone units
or would stay and be enlarged whenever possible... He
did not disclose his projects regarding « Sears Grand »
expansion nationally but he however declared that small
and less profitable units, the most vulnerable, will be
closed or relocated. <
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B&Q in China.

The British retailer opened its largest
home-improvement store in Beijing on
October 17th.

D uring this week-end of October, the new B&Q
(25,000 sg.m retail space), the 14" in this country,
generated US$ 838,000 sales. Since it entered the
continent in 1999, US$ 120 million have been
invested by this subsidiary of Kingpsher.

In spite of its rapid expansion in this continent,
B&Q reported an operating propt in 2002 and
expects to break even in 2003 helped by a store,
which is said to be the most proptable, located in
the southern booming town of Shenzhen.

B&Q success relies greatly on the total
transformation of the Chinese urban housing
market. The government is embracing a policy
of private ownership and urban city renewal
projects that pushed millions of Chinese to buy new
apartments in the last years. Moreover, Chinese are
interested in home-decoration and improvement, a
market estimated at US$ 24 billion two years ago
and that has increased largely since that time.
According to B& Q, one tenth only of the 400
million of Chinese households have western levels
of disposable income and at least US$ 1,000 per year
to invest in home improvement, a pgure which is
growing rapidly also. It is the reason why foreign
investors are interested in this country : B&Q is the
biggest chain by sales there. Its competitors are Ikea
from Sweden, Obi from Germany and the American
Home Depot who has already links to the Chinese
Homeway. The French Leroy Merlin has announced
it will enter the continent soon. Chinese domestic
retailers include Homemart and Orient Homes
which are expanding also.

B&Q anticipates to open 12 stores a year and
has doubled its annual sales since it opened its
prst unit in 1999. By yearfs end, it will have 15 in
7 cities including the largest unit opened in Beijing
in October. It expects to have 75 units in 30 cities
by the end of 2008. China could be thus account
for US$ 5 billion of sales and US$ 308 million of
operating propt or one-tenth of Kingpsheris present
operating propt.

Chinese appreciate international brands, which
they trust. They also appreciate everything under
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the same roof. In China, retail is over-specialized. For
example in Hong Kong, one store sells door handles,
another paint and the next one paintbrushes. On
the mainland, new houses are often concrete shells
with no plumbing even dividing walls. This is
the reason why B&Q offers a ¢ Home Solutionsé
service, which helps to equip the house entirely,
including furniture, and guarantees all work.
This department is very popular and has already
boosted its sales in the country by 19% this year.

But foreign prms meet a large challenge in this
country as work is not done by most customers
themselves either because they do not know to do it,
in this case B&Q gives them lessons, or because they
fell it is beneath them.

Even if B&Q succeeds in changing the way
Chinese shop, it has to change its supply chain
because it is costly. Its gross margins in this country
are half of those of its international division. The
country size and the huge regional variations are
generating difpculties for retailers in establishing
a national infrastructure : for example laminated
wood does not resist to humid summersin Shenzhen
while aguarium population in the southern cities
freezes during winter in Beijing.

Consequently, the largest retailers are depending
on regional manufacturers and their middlemen
who have a cost. B&Q has 600 suppliers for its 350
stores in U.K but 1,800 for the 15 Chinese units.

B&Q tries heroically to change the manner its
suppliers work. From 2004, it plans to open regional
warehouses and anticipates buying directly from
them turning them into partners. Even if it is the
leader of the market, it is not important enough to
change the way business is running in such a vast
market. Foreign retailers are not equally treated
because they pay sales tax and small retailers donit.
Moreover, they are offered poor sites that are not
compensated by the workforce because while in
China its costs one third of what its costs in U.K,
they need twice more employees per store to offer a
greater service level. <

Source : The Economist.
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Factory outlet shopping centers
in Europe in July 2003

country Nber of yoor space sg.m per 000

schemes (sg.m) population
Germany 3 34,700 0.4
Austria 1 20,000 2.5
Belgium 2 26,300 2.6
Spain 9 104,275 2.5
France 12 220,440 3.6
Ireland 2 17,790 4.6
Italy 4 83,000 1.4
Netherlands 2 27,020 1.7
Poland 1 9,000 0.2
Portugal 1 25,000 2.4
U.K 36 487,257 8.3
Sweden 3 41,722 4.7
Switzerland 4 41,700 5.7
total 80 1,138,204 -

Sources : Cushman & Wabkefield Healey & Baker/Mintel
T oday there are 80 factory outlet centres in operation
in Europe accounting for 1,138,164 sg.m of total
yoor space compared to 57 and 746,409 sg.m in late 2000.
Their number grew by 40% and yoor space by 52% in
two and half years. As it is shown in the above chart,
United Kingdom is the leading market for their number
in operation (45% of the total) and yoor space (43%). It
is still number one in terms of factory outlet centre yoor
space per thousand inhabitants, followed by Switzerland
and Sweden. The factory outlet market in U.K has nearly
the same size as continental Europe combined

France is the second largest market for these modern
centers with 15% of the total number and 19% of the total
yoor space. It is followed by Spain and Italy. There are
just a few centres in the following countries : Sweden,
Switzerland, Austria, Belgium, Germany, Ireland,
Netherlands, Poland and Portugal have only one or two
of them.

It is clear that the factory outlet centers development
has been slowed down in some countries by several
obstacles such as the opposition from traditional retailers,
concern of manufacturers to open in such centres and
very strong planning regulations.

Specialist developers.

Very few specialty developers open such centers and
some of them used United Kingdom as a springboard for
their future European expansion. Globally, eight of them
account for more than half of the total factory outlet yoor
space in Europe. They are McArthur Glen, Concepts &
Distribution, Freeport, MEPC, Morrison Outlets, Outlet
Centres International, Silvio Tarchini and Value Retail.

McArthur Glen is the undisputed leader of the
market with more than 250,000 sq.m of yoor space in
Europe or one-pfth of the total, and 50,000 sg.m in the
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pipeline including 20,000 sg.m for one center in Italy just
completed in Castel Romano (95 stores, O 70 million)
25 kilometers south from Rome. Two other centres are
planned in the same country in Barberino di Mugello,
north of Florence, and in Padova Conselve, south of
Venice. The 3,000 sg.m expansion of Parndorf centre in
Austria, located just off the motorway linking Vienna to
Budapest, is also being built.

McArthur Glen is ahead of the French Concepts &
Distribution (9% of the market).

Market share of the leading developers in July
2003.

developer area market
(sgq.m) share (%)
McArthur Glen 244,265 215
Concepts & Distribution 104,415 9.2
Freeport 97,697 8.6
Value Retail 65,817 5.8
MEPC/Realm 45,101 4.0
QOutlet Centres International 34,755 3.1
Morrison Outlets 34,209 3.0
Silvio Tarchini 33,700 3.0
Others 478,245 42.0
Total 1,138,204 100.00

Sources : Cushman&Wakefield-Healey&Baker/Mintel

The market should become more competitive with
other large players who are developing and increasing
their market share such as Freeport with 143,548 sq.m
in the pipeline in Portugal, France and the Czech
republic, followed by Value Retail (19,300 sq.m mainly
in Portugal), Outlet Centres International (13,750 sg.m in
Germany) and Concepts et Distribution (12,500 sq.m in
France).

Projects in the pipeline.

Today there are 35 future schemes in Europe
totalizing more than 670,000 sq.m. Italy, Portugal and
United Kingdom will see the strongest development
over the next years. In 2005, this country will remain
the market leader with 42 centres in operation while
it is considered as reaching saturation. Italy could
gain ground on France in terms of scheme number
by that period and Spain could be ranked 4th with 13
units. Eastern Europe, including Poland and the Czech
Republic, would be interested in this retail concept over
the next pve years. <
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