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International expansion of the
French franchise.

According to the second annual
study on franchise led by the CSA
Institute at the request of the Groupe
Banque Populaire and the French
Franchise Association, it appears that
in 2004, after interview of franchisees
and 133 franchisor networks in a
total of 835 active in France, 71% of
franchisors did not operate any store
outside France and 28% opened units
in the following zones :

- 24% in Europe (excluding Russia) :
22% in EU and 10% outside EU,
- 11% in Africa : Maghreb (9%) and

European commercial real
estate market is booming.
Investments in European com-
mercial have reached new heights
in 2005 and the trend will likely

maintain its level in 2006.

Last year, investments reached a
record level and grew by 14% to Q
115 billion ($ 137 billion) from 2004
accordingto Marketbeat Europe 2005-
2006, a report released in December
by Cushman & Wakepeld/Healey &
Baker. In 2006, O 125 billion in deals
are expected across Europe.

Germany should register a great
number of operations, as commercial
real estate funds will likely put more
assets on the market according to
Jones Lang LaSalle in London. In
fact, many of them try to reduce
their exposure in German real estate
because they traditionally have been
overexposed and they want to free
up capital to invest elsewhere. Difa,
Deutsche Immobilien Fonds AG,
sold eight German assets for a total
of G 105 million in 2005 and plans to
divest a similar number in 2006.

In addition, 2006 will likely see
an investment increase in European
commercial real estate assets
according to JLL who estimates that
investors hold G 300 billion, which
they would like to invest in real
estate.

rest of Africa (4%),

- 15% in the rest of the world : Middle
East (10%), North America (6%), Asia
(5%), Latin America (5%), Oceania
(4%) and Russia (3%).

In Europe, most targeted countries
were Spain (8%), Portugal (6%) and
Belgium (6%). The trend will grow
as 28% of networks expect to go
abroad. But 40% have no intention.
The main formula chosen for their
development is master franchise
(44%) for networks already present
outside France and direct franchise
(31%).

Source : FFF

Six big countries accounted for
the lion’s share of commercial real
estate deals in 2005.

United Kingdom 52%
France 12%
Germany 7.8%
Sweden 6.1%
Spain 4.4%
Italy 3.5%

Source : Cushman & Wakefield Healey &
Baker

The Big Six have accounted for
86% of commercial real estate deals
across Europe in 2005 from 78% in
2004. The market was dominated
last year by United Kingdom, which
should likely dominate it again
this year. Sweden has tended to
offer higher initial yield rates than
other European countries. Now, its
political and economic stability as
well as its positive growth reinforce
its popularity among investors.

While assets demand has
expanded to the new markets of
Eastern Europe, the Big Six offer
more investment opportunities.
If investment level improved,
total returns have fallen due to a
percer competition for assets. Total
average returns in Western Europe
will likely fall to 12% in 2006 from
15% in 2005. Consequently, other
markets experience an increased
interest from investors. Eastern
Europe will still gain market shares.
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(Real estate...)

Approximately 6% of European real
estate investments will be in Eastern
Europe in 2006 compared to just
3% in 2005 according to Cushman
& Wakepeld. Russia, Romania and
Bulgaria should gain a greater
market share as investors seek to
better diversify their portfolios.
Turkey and Latvia become more
popular with investors as they have
a potential of good performance.
Assets to attract investors include
shopping centers in the emerging
markets above mentioned as well
as ofpces in smaller European cities
because yields are generally higher.
Industry and warehouses start
becoming more popular mainly in
Central and Eastern Europe with
yields around 11% compared to 7%
in London.
Source : The Wall Street Journal

Dutreil law.

The pnal enforcement text of
the August 2005 law, governing
relationships between suppliers and
retailers and reforming the system of
the ¢ back margins e, was published
early December. Consequently the
2006 negotiations on mass consumer
product prices are now opened.
In this context, French minister of
Commerce, Renaud Dutreil, aims to
cut price of mass brands by 5% by
end of 2007.

The text of the law :

- puts the ceiling of the back margins
at 20% of the net unit price of the
product from January 1% 2006 and at
15% from January 1% 2007. This new
law will make possible to attribute
one part of the back margins to the
price fall,

- identipes the commercial coope-
ration and services for the 1t time,

- reinforces the general selling
conditions of the suppliers,

- reinforces the administration power
through penal sanctions, pnes, etc.

As the law text is complex and
as retailers may risk a reinforcement
of the legal insecurity, retailers will
enlarge their home-brand products.
Consequently, Carrefour will
increase from 8,000 to 10,000 the
number of its home-brand food and
non-food merchandise broken into
six lines over 2007. In addition, from
November 2004, the worldés second
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largest retailer offers a 5%-rebate
on its own home brand products to
the 8 million holders of its loyalty
card and has decided to lower by 2
to 2.4% prices of all national brand
merchandise. Auchan has decided
to decrease its purchase of national
brand productse&

Domus, a naturally-lit shopping
centre, specialized in home
ware and decoration, will open
in Rosny-sous-Bois, next to
Paris, on March 22, 2006.

It will include :

- 62,000 sg.m GLA and 3 levels,
- 130 specialized shops including 3
large and 26 middle-sized shops,

In the lower level, a garden center,
furniture and decoration specialists,
restaurants and services (hairdresser,
druggist, childrenis care).

In the 1% yoor, modern furniture
shops and in the second, kitchen and
bathroom, yoor and wall covering
specialists.

A brand from Dubai and an
entertainment/culture shop will
take the place of the Bazar de IiH*tel
de Ville store (DIY, decoratione&)
who left the project.

- among big-box stores : Mulliez
Groupis Alinea (furniture,
decoration) occupies 12,193 sqg.m
and 2 levels, Monsieur Meuble,
Bouchara, Roche Bobois& the
Truffaut garden center of the Cora
Group (9,400 sg.m),

- rents : G 100 to 500/sqg.m for stores
of 60 to 8,000 sq.m area,

- 2,400 parking spaces and 3 levels,

- leasing : Urbi & Orbi

- investment : 150 million,

- trading area: 7.5 million inhabitants
within a 30-minuteis drive,

- developer : Mab/Bouwfonds Pro-
perty Finance has built 5 projects
since it entered France in 1978.

Founded in 1971 in Netherlands,
Mab, is also present in UK (1993),
Germany (1995) and Belgium (1999).

Optique E.Leclerc is a new
store format: 1st unit was
opened mid-December 2005
in Franconville, east of Paris,
in the shopping gallery of a
Centre Leclerc.

In France, an optical product
is expensive and costs O 313 on
average, 40% being left to the charge
of the customer. As industry average
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French Mail Order La Redoute
enters Italy signing a partnership
agreement with a specialist of
Distance Selling and a shopping
center developer, Postalmarket of
the Bernardi Group. According
to this agreement, La Redoute is
responsible for product conception,
offer and supply and Postalmarket
for the catalogue distribution,
order treatment and delivery and
customer relationshipsé&

Sonae SGPS and Grosvenor
become shareholders of Sonae
Sierra: Sonae SGPS has signed
an agreement with Grosvenor and
sells its partner 17.04% of Sonae
Sierra capital, both groups owning
henceforth Sonae Sierra equally.
This way, Sonae Sierra becomes
the common platform for shopping
center investment, development
and management for its two sha-
reholders.

Swedish lkea is set to open a
first Irish store (28,000 sq.m) in
Balcurris in autumn 2007... It is
also to open a 21,000 sq.m store
in Avenue Mall, Kuwait. It is four
times bigger than the Shuwaikh
store, opened in 1984. It includes a
1,000 sq.m restaurant and has 550
parking spaces&

Carrefour has sold its Spanish
cash & carry Puntocash to Miquel
Alimentacio for an undisclosed
amount. Puntocash, that belonged
to Promod s at the time of the
merger with Carrefour in 1999,
operates 29 units with pre-tax sales
of O 172 million in 2004&

Carrefour will invest 0 76.7
million to develop its Champion
supermarket network in Poland
in 2006. Currently the French
Group operates 103 stores including
32 Carrefour hypermarkets
and 71 Globi and Champion
supermarkets. In 2005, Ahold sold
12 Hypernova hypermarkets in
Poland to Carrefour Polska, which
invested O 122.7 million to expand
its network and in logistics in
2005&
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Ahold to sell three shopping
centers in Poland and the Czech
Republic to ING Real Estate for an
amount of O 108 million. They are
located in Bielsko Biala and Elblag
(Poland) and in Karvina (Czech
Republic). The operation should
be pnalized in the prst quarter of
2006. In Central Europe, Ahold will
continue operating its Hypernova
hypermarket in Centrum Karvina.

Metro announced it will open
its first Real hypermarket in
Romania, in Timisoara, west of the
country, early 2006. More units will
follow it during the same yeare

Pyaterochka, heavily active
in Moscow and St Petersburg,
is reviewing its sales forecasts
downwards for the year 2005
between $ 1.30 and 1.35 billion
from 1.595 initially estimated due
to a particularly perce competition
in the market of the Northern
Venice. This is a real drop of 18%
to 22%, less than half of the 46%-
growth registered in 2004.

Founded in 1999, Pyaterochka
has Agrotorg and ERBD among its
shareholders&

Kingfisher to open its first five
Castorama DIY stores in Russia
in 2006, including 2 in Moscow, 2
in St Petersburg and 1 in Samara.
Each will cover 11,000 sg.m of
space and meet competition from
the German Obi and French Leroy
Merlin. Russia is a major market
for this type of business as 60%
of the Muscovites and 40% of the
population of Samara has a second
home, a dachae

Fashion outlet developerFreeport
is to sell its three continental
European centers whose book
value exceeds £ 215.2 million
(00313 million) : Alcochete (75,500
sg.m) in Lisbon, Excalibur (22,400
sg.m) in the Czech republic, on
the Czech/Austrian border, and
Kungsbacka (16,700 sg.m) in
Sweden. This decision was taken,
as it is part of the strategy to satisfy
shareholders who have criticized
its attempts to re-organize itself as
a Jersey-listed entitye

gross margins are high (63%),
E.Leclerc decided to open optical
shops and offers 2,000 items 10 to
25% cheaper. He expects to own a
5% share of the market and open
approximately 100 stores in Centres
Leclerc shopping galleries over 2010.
The potential being 250 units.

In France, 38 million persons
wear glasses and the market counts
600,000 new customers per year.
With global sales of O 3.53 billion in
2004, the market has been growing
by 22% in the past pve years but it
has started stagnating in 2005.

Optics is the 10th diversipcation
of Centres Leclerc, which include
IlAuto, Brico Jardin, Espaces
Culturels, parapharmacie, perfume
shopse

exist any longer as the signatories
were replaced by new legal
structures. This decision would
have been taken as the March
wanted to modify their stake legally,
considering it no longer as strategic
but purely pnancial. Carlos March,
who has been an active member of
the Supervisory Board for twenty
years, might leave it.

Inaddition, followingadecision of
the Paris appeal court, on December
21, Carrefour owning 48.9% of
Hyparlo shares, has launched a LBO
on its largest franchisee, at the price
of O 39.22 a share. A day before,
on December 20, Carrefour has
purchased the Arlaudis stake in the
holding company Hopdis Il whose
Carrefour already owned 57.8%. The

Top 10 French retail optic brands in 2004.

Signs Market Store count | Sales incl.tax
share value in France (G M)
Optic 2000 15.6% 1,053 550
Krys 14.2 800 500
Alain Afyelou 12.3 594 433
Les Opticiens Mutualistes 11.3 445 400*
Atol 5.7 494 200
Grand Optical 4.8 73 170
La G®n®@rale diOptique 3.9 155 139
Visual 2.9 257 102
Lissac Opticiens 1.4 83 47.8
source : Leclerc * estimation

Carrefour or the end of the
shareholders’ pact decided on
December 7th.

The March and Halley families
have decided to put an end to their
alliance dating back to the Carrefour
and Promod s merger in 1999.
Spanish March family, a Carrefour
shareholder since the beginning
of the Eighties, owns 3.14% of the
capital and 2.62% of the voting rights
(from 5.20% before) could even sell
its total shares.

The Halley founding family of
Promod s with which Carrefour
merged includes the largest
shareholders of the Carrefour
Group owning 20.34% of the voting
rights and 13.03% of the capital. The
family might buy additional shares
over 2006 but ohas no intention oto
control Carrefour, in solo or with
a partner6 and o0does not think
about asking the appointment of
additional members to the Groupis
Supervisory Boardé according to a
speech delivered to the French Stock
Exchange authorities.

Consequently, the pact could not
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family did not want to participate to
the operation at the price indicated.
Originally, the Arlaud would have
kept the management control until
2012. Both operations represent
an investment of G 320 million for
Carrefour or 5% of its annual income,
enhancing Hyparlo value more than
50 times its 2005 propts and 38 times
those of 2004.

Klépierre has purchased two
shopping galleries end of
2005.

Early December, the leader of
shopping centers in Continental
Europe has acquired from Carrefour
and for an amount of G 152 million
the Assago gallery in Milan (ltaly),
opened a few months earlier, that
covers 24,600 sg.m. It includes
mainly a Carrefour hypermarket
(25,000 sg.m), 9 middle-sized stores
and 87 shops. Net rents are expected
around G 9.6 million in 2006.

End of November, Kl@pierre has
also purchased 58% of the Colombia
shopping center in Rennes city center

(20,000 sg.m), northwest France. It =
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(Klépierre...)

includes an Inno supermarket and 4
middle-sized stores (Fnac, Habitat,
Sephora and Super Sport) and 67
shops. The deal was led in the context
of an assets exchange. Net rents of O
3.1 million are expected in 2006.

Karstadt sells all its assets to cut
its debt.

Groupis plan includes the sale of
almost half of its department stores
and stakes in other activities. By the
end of 2005, Thomas Middlehoff,
Groupis CEO, would have already
cut its debt to G 2.8 billion from 4.3
end of September. This debt could
be even totally cancelled in 2006 by
the sale of 400 million in new assets
including the remaining part of its
real estate portfolio consisting mainly
in warehouses. The operation would
include more than 40 sites across
Germany sold to Slough Estates and
Ixis Capital Partners, a subsidiary of
French Caisse Nationale des Caisses
diEpargne. In addition, Karstadt also
announced it was close to completing
anew pnancing of G 300 million with
the help of a bank consortium.

Thomas Middlehoff declared that
oDepartment stores, real estate and
the tourism sector (the Group owns
50% of travel prm, Thomas Cook
AG, were moving pleasingly at the
upper range of our expectations,é
adding the company overall owas
stable on an operating and pnancial
basis. 6 He also said that the mail
order branch, which accounts for
more than half of revenues, is hit by
lagging consumer sales in Germany
and remains a problem.

As concern 2006, Karstadt expects
revenues between G 17 and 18 billion
from 12.7 billion expected in 2005
when adjusted to the food sales loss
but excluding the loss of smaller
department and specialty stores sold
in 2004.

Karstadt does not comment the
intentions of its main shareholder,
Madeleine Schickedanz, who has
continued growing its stake in the
past months to 60% of the Groupis
total shares.

German food retailer Rewe
has joined other retailers
requiring their suppliers to
tag their products with the

n JANUARY 2006

Radio Frequency ldentification
technology.

In fact there is a growing number
of retailers pushing their suppliers to
use the technology in order to better
track their products all along the
supply chain.

Rewe, Europeis fourth largest
retailer with an excess of 11,500 stores
and sales of G 50 billion in 2004, has
decided to follow the same way as
Wal-Mart and Metro and has started
using the system in a warehouse
in Germany (Norderstedt), and to
push 30 suppliers to test the formula
during a pilot stage of the program.
Pallets only will be tagged in the
initial phase rather than cartons
or individual items. The high cost
of the tag at 23-euro cents each
was a brake to a wider use of the
technology. Another problem is
the fact that readers are sometimes
unable to pick up the tagis signal
due to interference caused by some
products or packaging.

Rewels main competitor, Metro,
is already testing the technology
program in its Future Stores. On
its side, Wal-Mart has required its
top 100 suppliers from January
2005 to use it for pallets and cases
while sending products to 3 of its
warehouses in Texas.

Foreigners keep showing a
growing interest in Italian
centers.

Credit Suisse Asset Management
has bought the Le Befane shopping
center in Rimini, northern Italy,
from local developer Coopsette for
O 245 million. This center of 50,000
sg.m includes 130 shops, a 16,500
sg.m-hypermarket, 12 restaurants
and 3,500 parking spaces. Net initial
yield is approximately 5.3%.

On its side, Henderson Global
Investors is to buy Castel Romano
Outlet Mall (20,000 sg.m, 90 shops),
located 25 kilometers south of Rome
and built by McArthurGlen, for G 70
million. Yield is around 6.5%.

Meanwhile, listed Italian Risana-
mento is marketing a portfolio of
9 shopping center sites for O 500
million.

According to studies led by
CB Richard Ellis, Italian shopping
centers have generated annual

- ALL RIGHTS RESERVED -

- La Lettre de la Distribution Internationale -

returns of 9% in the past two years.
The country is retail under-equipped
having less space per inhabitant than
the European Union average. But,
according to Jones Lang LaSalle,
yoor space between 2005 and 2007
will grow by 45% to more than 3.8
million sg. m.

La Rinascente follows a survival
strategy.

Vittorio Radice, La Rinascenteis
new CEO, who transformed British
Selfridgeis department store into a
famous retail landmark, has set up a
seven-year program in order to boost
Italyls main department store chain
image over 2012.

His plan is organized to :

- double sales over the next seven
years to G 605 million in 2012 from
292 million in 2004,

- expand the product offer with an
increased number of famous fashion
accessories and introduction of
new categories including consumer
electronics and media (books and
CDs),

- reinforce the workforce from 1,700
to 2,200 and return to a full-service
chain instead of self-service,

- invest O 110 million to refurbish 15
stores. Two non-core units would be
closed and pve new opened in major
cities such as Bolognha and Venice. In
addition, Radice wants to keep two
yagships and twenty 5,000 sq.m-
stores.

La Rinascente, founded in
1865, famous in the Sixties and
Seventies, was bought for O 888
million in spring 2005 by Tamerice, a
consortium led by the Borletti family,
its former owner before the Agnellis.

Radice declared he wanted to
copy French successful department
stores such as le Bon March®,
Printemps and Galeries Lafayette.
He repnes agreements with Italian
and foreign fashion designers and
has mentioned some high-end
brands such as Max Mara, Ralph
Lauren, Gucci and Prada. He also
wants to push top accessories
brands. Ready-to-wear will be
displayed by brand and no longer by
category with the hope that fashion
brands would account for 60% of
sales, home-brands 10% and the new
category of outside concessions 30%
by 2012. He also wants to introduce
a food market in its two yagships.
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SPECIAL STUDIES

INVESTMENT OPPORTUNITIES
IN MIDDLE EAST

I nvestors from Middle East have always been the
large players of global property without any presence
at home. But macro and micro economic factors are
changing the landscape rapidly and generate a local boom.
New funds have been launched almost every day and
even if they are not as much diverse or sophisticated as
European investment vehicles, they however promise
comparable returns. It is the reason why, for the prst
time, European fund managers consider investing in the
Middle Eastern States members of the Gulf Co-operation
Council (GCC) that includes Bahrain, Kuwait, Qatar,
Oman, Saudi Arabia and Emirates. Now, a new real
estate fund emergence in these GCC countries is based
on record oil price and capital repatriation in the region
after the 9/11 events .

The booming Dubai.

Early 2005, Dubai Holdings CEO, Salman bin Dasmal,
estimated that approximately US$ 300 billion of invested
capital had come back home since September 11 whose
main part was injected in real estate markets of Dubai,
Bahrain, Doha and Kuwait City. Now, on the assets level,
there are substantial differences between European and
Middle East real estate market and institutional investors
have to revise downwards oOtheir expectations in terms
of product as leases there are still for only one or two
years.0 In spite of these concerns, European specialists
have identiped expansion opportunities in the GCC
residential market sector as being worth the risk. The
prst European fund to specially target Emirates real estate
was established in June by Emirates Islamic Bank and
Jersey-listed Belgravia Capital. The Shariah compliant
fund (a fund in favor of a certain type of investment
and in conformity with Islam laws and that does not
authorize taking interest in prms linked to media, alcohol
or gambling prms) was set up with $ 65 million of capital
to invest in the UAET(s city of Sharjah residential market
aiming approximately 7% of return. But the main part of
this sector activity is led by funds locally managed and
reacting to their customers growing demand.

In June, HSBC launched a second investment fund
compliant with Shariah, Amanah Agar Indomce Fund,
which is Jordan-based and whose expected return is
nearly 8% annually. In June also, a new real estate fund of
$ 100 million was launched. Based in Bahrain, it targets
the middle and low-cost residential sectors.

Would Abu Dhabi be the next booming city?
This would be the consequence of a law passed
during summer 2005 that allows foreign investors to
hold property ownership in the region for the prst time.
All local developers including Aldar are ready to launch
projects aiming global investors. In April, the Saudi
Rikaz developer and the Bahrain-based Shamil bank
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have launched a $ 124 million-fund, Royal Amwaj Real
Estate Development Fund, the prst real estate investment
product opened to non-Saudi investors. In July 2005,
Gulf Finance House and Kuwait Finance & Investment
Company have ended the placement of a private fund of
$ 274 million to pnance Jordan-based deals.

In addition to vehicles specialized in a single product,
local banks are looking to interest in other sectors such as
low-cost housing or moderate-price hotels. It is clear that
they still have to invest in upscale residential apartments,
which made Dubai world famous today for its high-end
apartments in development such as the Jumeirah, Dubai
Marina and Jumeirah Lake Towerse

Dubai-based Abraaj Capital operates four funds
including Abraaj Real Estate Fund considered as a real
estate product as it does not invest in individual assets
but mainly in the capital of construction prm and Abu
Dhabi-based Arabtech developer. This is the type of real
estate funds presently active in the Middle East markets.
They are not very diversiped and they are invested in
construction and development prm capital rather than in
specipc property building assets.

Abraaj Capitalis ceo believes that conditions for
European institutional investments are still not in place
in the market but they are improving. 0There has not yet
been a lot of investment from European players because
this is still an emerging market, so what you are likely
to see prst is investment by the niche players who are
willing to take a risk rather than the big institutional
groups.o

New property fund growth coincides with a sudden
explosion of real estate yotations that reveals investor
demand for the sector. There were 22 major yotations
in the past pve months of 2005 having raised more than
US$ 3 billion (G 2.5 billion) according to the legal prm Al
Tamimi & Co, many of which in the property sector.

These new real estate prms have also been targeted
for investments by regional fund managers. The
Emirates-based bank, The National Investor, has recently
launched an opened-fund of $ 100 million, Real Estate
Active Fund, for the Middle Eastern and North African
markets, which will invest up to 25% of its capital in
newly launched prms. This bank may be advantaged as
it has also acted as an investor in several of the largest
yotations launched in the market in 2004.

However, these newly launched regional prms have
become so successful that there is a fear of a fast over-
heating. In fact, the recent growth of new property
prms has pushed the Emiratesi government to study
measures, apparently difpcult, that totally ban such
transactions. It now seems that this would be the only
way to cool growing enthusiasm for Middle Eastern
property investments.A
Source : Europroperty
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SPECIAL STUDIES

100 LARGEST RETAILERS IN THE WORLD
IN 2004/5

What future for global retailers ?

Annual sales growth of the top ten retailers of the
hereunder ranking was 10% compared with 14.8% for
the remaining 90. This signipcant growth gap shows that
may be smaller or more reactive retailers better know to
identify and follow strategies, which include innovation,
acquisitions and organic growth to grow sales.

The ranking of the top 100 global retailers is led by
the large discounters such as Wal-Mart, Carrefour, The
Home Depot and Metro. Other prms including Costco
and Tesco maintain their positions thanks to their fast
sales growth and store number. Smaller retailers, either
dominate their region such as Canadian Tire and the
Korean Shinsegae, or specialize in a retail segment such
as books (Barnes & Noble). A few Japanese and a single
Chinese prm ((Brilliance of Shanghai) are sitting among
the top 100.

Size does not generate automatically success : Royal
Ahold had to sell several assets to cut its debt and solve
operational challenges tied to its pnancial scandal. Sears
Holdings has decreased its underperforming store
number both at Sears and Kmart in order to improve
proptabilitye
20 largest retailers in the world ranked by sales.

department stores by improving their apparel and home
ware departments. These changes have taken many
forms, the most usual way being the merger between
two weakened competitors (Federated/May). They
can also take the form of bankruptcies (Winn-Dixie)
or divestitures of under performing outlets (Kmart
and Sears) and LBO by private equity funds (Neiman
Marcus).

China is an exceptional opportunity for global
retailers as the last barriers to their entrance continue
lifting. Restrictions of operation number by foreigners
have been cancelled and the 100% full ownership of
a retail prm is now authorized. Ultimate restrictions
should have disappeared by 2007. In China, retail growth
takes place in priority in major urban areas : average
individual incomes and sales per capita are higher in the
rich urban districts of Shanghai, Beijing or Tianjin.

Chinese real GDP grew 9.5% in 2004. It should exceed
9% in 2005 according to the Peoplefs Bank of China and
reach 8.7% in the second half of 2006.

About technology.
This competitive and operational arm is used by
some retailers who become cautious when evaluating
how technology can be applied to their strategy, the

rank company sales country of return and the quickness they reasonably can expect
(US$ million) origin it. For example, Radio Frequency Identipcation
1 Wal-Mart Stores 285,222 USA was widely welcomed as a means that can rapidly
2 Carrefour SA 90,297 France improve the supply chain, security and customer
3 Home Depot 73,094 USA checkout.
4 Metro AG 70,093 Germany
5 | Royal Ahold 64,615 Netherlands In fact, technology can contribute helping
6 | TescoPLC 62,284 UK retailers to adopt a more-service oriented
7| Kroger Co_ 06,434 USA approach without increasing too many costs. Thus,
8 | Sears Holding Corp 55,800* USA interactive kiosks help customers to obtain more
190 (R:i‘;‘;EOHV"’\‘/T%Ti%:%%ip Zg?g? Sg;r\nany information on products than from a salesman in
- : store. Technology gives customers access to stock
11 ITM Entreprises SA 47,218 France . ; . . .
12 | Target Corp 45.682 USA level, |'Fem 'ava_llablllty in o'_cher stores, .fashlon
13| Groupe Casino 45,155 France al_te_rnatlvese without the retailer needs to increase
14 | Aldi GmbH 42,981 Germany his in-store employee number.
15 Groupe Schwarz 42,571 Germany
16 | Albertsonis 39.897 USA International macro economic factors.
17 Edeka Gruppe 39,227 Germany A slower worldwide growth is expected in 2006.
18 Walgreen Co 37,508 USA According to the World Markets Research Centre,
19 | Groupe Auchan 37,335 France real GDP growth slowed from 4.1% in 2004 to 3.2%
20 Loweis Cos 36,464 USA in 2005 and is expected to scale back to 3% in 2006.

Source : Ernst & Young and publicly reported figures * estimation
Permanent evolution of the retail trade.

The change rate has been accelerating those last
times under the pressure of the growing power of large
discount chains investing in new sectors of activity. For
the past 15 years, the have ventured in food retailing.
Today, they gain market shares from middle-range
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It reyects a real imbalance among large economies
around the world.

Japan economy begins showing signs of recovery.
After a decade of deyation, land price in Tokyo increased
for the prst time in 2005 in thirteen years, mainly driven
by foreign luxury retailersi demand. As in other large
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economies, consumer and investor conpdence is back
but it is still insufpcient.

The same can be said for the Euro zone. German
GDP registers a small annual growth. As in many other
European countries, Germany is particularly confronted
to an aging population, a record unemployment and
WOorrying consumers.

In U.K, consumers have been spending less since the
summer terrorist attacks. In addition to sales fall, the
housing market is weaker and there is a net decrease in
mortgage borrowings.

Inyation is primarily led by higher fuel prices, which
pushes not only raw materials and logistics costs upwards
but puts a brake on consumer spending. Consequently, a
more expensive fuel will make consumers more cautious
and selective.

In spite of hurricanes and other major catastrophes
(9711 events€), spending in U.S resisted quite well.
Consumers have widely maintained their spending
through the accumulation of relatively cheap debts. In
addition, facilities in the credit policy and repnancing of
mortgages have contributed to drive consumer spending
but lead to a personal higher debt in the USA as in the
rest of the world. The problem is particularly serious in
the USA. According to the Nilson report of May 2004,
the debt per credit card was as high as $ 784.9 billion at
the end of 2003 and accounted for 8% of the 9.8 trillion
of total consumer debt. The increase of the mortgage
debt is estimated at $ 1 trillion in 2004. This debt plus
an exceptional low rate of personal savings (0.6%) make
American consumers vulnerable.

The new vehicles of the consumer economy.

For the past decades, income growth in the U.S was
not evenly distributed as in Europe. In France, Italy
and Germany, growth of family incomes has been more
focused in the middle and lower-income categories.
Consequently, there are now many more middle-range
households having access to consumer credit. However,
consumer spending will be affected by the high rate of
unemployment in France and in Germany.

A new global retail landscape.

First, there is consolidation, which is impacted by
recent changes among retailers. On one side, there are
large discount chains and, on the other, specialty and
luxury retailers, leaving traditional retailers in between.

Then, LBOs (Leveraged Buy Outs) by rich private
equity funds are growing. This trend is prmly entrenched
in the USA and more and more evident in Europe.
Operations led by private-equity funds and American
buyers have accounted for almost 17% of deals in the
twelve months, to September 30, 2005. In U.K, the trend
increases also, particularly in the middle-range retail
sector. A 500 million (0 730 million) of transactions of this
type were led in the prst half of 2005 that is more than
double amount invested in the same period of 2004 and
55% more than in 2003.
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Mergers and acquisitions will continue and retailers
will seek growing or surviving. These operations will be
concentrated among small players, those with $50 million
in sales and less. Through mergers and acquisitions, for
example, department stores are becoming more modern :
the merger of Federated with May has set an aggressive
national chain.

Divestitures are as strategic as acquisitions and raise
funds to pnance new openings.

What is the future for global retailers?

Retailers have to continue redepning themselves in a
context whose limits are blurring. This concerns the type
of merchandise sold as well as operational strategies. For
example, some upscale department store chains have
adopted the racetrack format and caddies to create a
better shopping environment for their customers at less
operation costs.

The trend to move out of shopping centers is always
gaining strength in popularity as it gives retailers more
yexibility concerning the store design and makes them
able to better target customers.

Integrating entertainment or convenience services
in shopping is a must as all consumers always seek for
something new.

Consumers are always looking for price and quality.
Discount stores will continue reinventing themselves,
increasing their appeal power and share of the market.
On the other side, supermarkets and department stores
will continue to pght against a perce competition from
other retailers, which could reinforce the restructuring
phenomenon.

Globalization will continue particularly in developing
markets. Tesco, Kingpsher and Dixons are growing
aggressively in Central and Eastern countries and
Middle East. China has been attracting most of global
retailers for some time, India and Russia may become
the new frontiers of retailing.

Conclusion.
It may be through restructuring, technology
improvement, supply chain efpciency or global

expansion, successful retailers have to behave cleverly
and know how to adapt to the market changing
dynamics. It is essential to maintain a relatively
conservative pnancial position with large cash and cash
yow just as innovation and growth. Retailers who will
pnd new ideas and know how to evaluate consumer
trends, those who will know how to cleverly balance
risks and innovation while answering to the consumer
changing demands, will be able to grow among
competitors.A

Source : Chain Store Age Executive
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SPECIAL STUDIES

WILL CONSUMER SPENDING RECOVER IN 2006?
Study case : United Kingdom

f consumers were inconstant in 2005 with an

appetite for innovative products, they have started
to keep an eye on their spending. According to most
economists, signs of an economic upturn are showing
but they are sill far away. Spending growth will likely
slow down in 2006 again and pressure on consumers is
expected to continue until 2007. This trend is now well
in place. oIt has now become evident that the slowdown
in spending growth since the start of 2005 is more than
temporary with household spending growth likely to
have weakened again in the third quarter,6 can be read
in the UK Consumer Analyst report, which notes a 1.7%
spending growth in 2005 and expects 1.5% only in 2006.

In 2005, consumers have taken notice of two
important warnings, prst the housing market slow down
and the necessity to begin reimbursing their debts. It
seems unlikely that housing prices will still grow much
further in 2006 according to Capital Economics that
forecasts that the market will remain weak in spite of the
interest rate decrease during summer. This slow down
made them understand that they had debts at the annual
rate of 10% estimates Capital Economics. In addition, the
use of credit card has been expanding and oUnsecured
debt has risen 17% since 20036 declares a retail specialist
at Ernst & Young. In 2005, average unsecured debt was
high as A 7,090 (O 10,457) from A 5,860 (O 8,640) in 2002.

Even with lower interest rates, consumers are still
under the pressure of the debt but they will not try to
lower their repayments, which are comparable with
the level in the beginning of the Nineties in percentage
of household disposable revenues, estimate people at
Capital Economics. 0The fall in interest rates helped ease
the burden, but consumers have still got the burden of
repaying the debt. That will make households cautious.
It will not disappear even if they tighten their belts.6
However, it seems that they have learnt to decrease
their spending. Pension and debt concern make them
understand that beyond their spending cuts, they must
begin saving.

Globally, it is important to note that consumers
have less money to spend. oMonthly outgoings,
including mortgages, have risen by 16% in the past three
years and such outgoings represent 55% of a typical
householdds net income,d according to Ernst & Young. In
addition, consumers spend less on shopping. oRetail is
losing the share of spend to services. It had 38% in 1993,
down to 35% in 2005, and that is set to decline further.6
Now, an upturn is unlikely in 2006.

Permanent pressure on consumer spending does not
mean that quest for quality will disappear. Consumers
are likely to better locate it but many among them have
understood that cheap is not necessarily value.
Economic to
Economics.

Real spending is expected to rise 2% by 2007, the year
of an economic recovery.

1- Retailing :

- food and beverage: spending growth should be in
line with total spending,

- alcohol and tobacco will likely continue declining,

- apparel and shoes : their sales will abruptly stop
growing following the cyclical nature of the sector.
An intense competition will prevent that import price
increase is totally passed onto consumers,

- household and services : this sector will suffer the
most from the housing price and transaction fall,

- 2 Other sectors :

- communications : their growth should remain
strong even if it is far lower than in the Nineties,

- leisure and culture : their share of real spending will
keep growing as new and better products of consumer
electronics will go on developing,

- restaurants and hotels : hotel spending will likely
be supported by the fast recovery of the tourism sector
after the London terrorist attacks. However, there will be
a spending cyclical slowdown in restaurants and pubs,

- transport : car sales will likely fall. While interest
rate decline will support a further growth, households
will remain reluctant to borrow to buy new vehicles.A
Source : Retail Week

prospects according Capital
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Sonae Sierra shows net profit
of [J 65.51 million in the 3 Q
of 2005, up 45% from the same
period one year earlier.

The Portugal-based developer
owns and co-owns 36 shopping
centers with a total GLA of more
than 1.5 millionsg.m. In Q 3, EBITDA
amounted to G 89.28 million, a
growth of 18%. These increases can
be explained by a rise in the number
of centers managed and developed
between 2004 and 2005.

Performance were particularly
marked by the growing proptability
in Spain with the opening of Luz
del Tajo, Zubiarte and Plaza Eboli.
During the period, Sonae Sierra
acquired 25% of Parque Principado
in Oviedo (Spain) and Valecenter in
Padua (Italy) in June.

Expansion strategy program
is continuing with the opening of
Serra Shopping in Covilha in central
Portugal and Rio Sul before the end
of year and Loures Shopping in
Loures in October. Construction of
Setubal Retail Park and Sao Joao da
Madeira is continuing.

In  Spain, projects under
development include Plaza Mayor
in Malaga, in partnership with
Castle City (75%/25%) and El Rosal
in Ponferrada in partnership with
Grupo Mall (70%/30%).

In Italy, four ongoing projects are
in Biella and Turin of which Sonae
Sierra is the sole owner and Freccia
Rossa and La Spezia (Spezia) in
partnership with AIG/Coimpredil
and ING Real Estate Development.

In Germany, 3Do in Dortmund
and Alexa in Berlin are being built
in partnership with French Fonci re
Euris. In Greece, Mediterranean
Cosmos was opened in October
and in Brazil, Sierra Enplanta is
building Campo Limpo in Sao Paulo
in partnership with Tivoli EP. Sonae
has just acquired 20% of Plaza Sul,
inaugurated in 1994 in Sao Paulo also.

Leading cosmetics and perfume
Arbat Prestige chain expects
to raise cash from an IPO in
2006 to better answer to the
consumer boom.

Arbat Prestige expects to raise

between $ 75 and 80 million for up to
20% of its shares in an IPO that will
help it to expand in the regions and
be present in major cities of at least
one million inhabitants and even
to enter Ukraine and Kazakhstan.
This operation amount will largely
depend from its price but it implies
company capitalization of $ 375
million to 400 million.

This family-owned company
belonging to Vladimir Nekrasov,
founder and general manager, has 20
shops in Moscow and its suburbs, 1
in Kazan and 5 in Saint Petersburg.
Two more were set to be added in
the Northern Venice in December.
It reported sales of $ 234 million
in 2004 and expects to grow to 500
million in 2006 even if the retailer has
reviewed downwards its ambitious
projects for the year. It is difpcult to
calculate his market share, however
he is in competition with department
stores (29%), followed by specialty
cosmetics retailers (23.7%), kiosks
and opened markets (16%).

It is expected that according to
estimates of Staraya Krepost, the
Russian market of perfumes and
cosmetics will grow its sales by $ 800
million to reach $ 7 billion in 2006.

In 2006, Russian prms would
raise $ 16 billion in 25 IPOs or 11
million more than in 2005.

Spanish retailer Inditex that
operates the Zara fashion
chain, announced better-than-
expected figures in the three-
month period through October
31.

Net propt grew by 26% to G
274 million and sales by 20% to
1.83 billion fueled by an aggressive
program of new shop openings in
Europe. For the prst nine-month
period, sales increased 20% to G 4.65
billion.

This fall, European retailers
suffered from a particularly hot
climate and weak consumer

spending. However, fashion retail
specialists such as Inditex and
Swedenis Hennes & Mauritz have
largely outperformed the sector.
Since the beginning of the year,
Inditex opened 323 stores including
approximately 100 in November
bringing the total count to 2,643
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under the Zara, Kiddyids Class, Pull
and Bear, Massimo Dutti, Bershka,
Stradivarius, Oysho and Zara
Home brands. 450 new shops are
expected in 2006, as much as in 2005,
including three or four in China. It
aims to focus on Europe followed by
Asia. Zara, which accounts for about
65% of Inditex sales, opened 93 new
stores in the 3 quarter bringing its
own total to 816 units.

Russian food retailer Paterson
($ 755 million sales) operates cur-
rently one store only in this country
but it expects to invest between $ 18
and 20 million to open supermarkets
over 2010. It aims to operate at least
20 units by that date including 10
in Kiev and 10 more in Odessa
and other major cities& Paterson
operates 57 small food stores -26 in
Moscow and 20 in the regions.
Pyaterochka, Russiais largest
food retailer, expects also to expand
in Ukraine, a country that it entered
in 1995, and to have 30 stores in
operation over August 2006.

Asda is ready for competition
and reveals its projects for
2006.

The British food retailer has
warned his competitors that a price
battle will still be more murderous in
2006 as he aims to continue offering
the lowest retail prices and to grow
the gap over Tesco. Beyond, he
announced that he would improve
its service and launch new store
formats. Consequently, he will test
a smaller discount format under
the Asda brand and will use more
yexibility as he aims to expand in
sectors such as home wares, white
goods, online sales, etc. Seasonal
merchandise will also be promoted
more heavily.

In 2006, Asda will launch a
new energy-efpcient store format.
Consequently, he must apply for
planning permission to install wind
turbines at six of its warehouses,
which represents an investment of O
13.12 million. If he gets it, he could
install other turbines at its other 24
warehouses. Thus, Asda is following

two experimental stores of Wal-Mart =
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in the United States, which invests $
500 million annually to reduce the
greenhouse gases.

Kingfisher is hit by a “continued
weakening consumer demand
for housing-related products”
Chief Executive Gerry Murphy
said.

In Q3 of the pscal exercise 200576,
retail propt of Europeis largest DIY
chain was down 21.4% to A 157.1
million (G 229 million) from a year
earlier. Retail sales grew 6.8% to A
2.068 billion (O 3.02 billion).

B&Q is especially suffering. Its
total sales fell 3.9% to A 952.7 million
(G 1.39 billion) and retail propt was
down 49.5% to G 73.43 million. LFL
were down 8.4% and gross margin
was two percentage points lower.
This reyects an aggressive strategy
of price reductions to maintain
sales. Hence the decision to close 22
units in Great Britain and transform
16 more from last September. In
addition, the Group has decided
to launch two new formats under
the new Trade Depot brand, an
adapted version of the French Brico
D®pit.

In France, the prm continued to
outperform the market. Castorama
retail propt grew by 14.2% on sales
up 4.8% and Brico D®p2t retail propt
increased 18.7% on sales up 16.5%.

In Poland, retail propt grew by
57.1% and sales by 40.2%. In China,
due to a more difpcult context, retail
losses were (O 3.65 million compared
to a propt of 1.75 million one year
earlier.

Kingfisher data by country as at October 29, 2005.

Will department store mergers
lead to a new shopping expe-
rience?

The shakeout generated by the
frenzy retail consolidation in 2005,
mainly in the department store
sector, will still be more visible
in 2006. Major operation was the
purchase of May by Federated
Department Stores that will lead to a
less perce competition while a bigger
Federated will be able to negotiate
lower prices from its suppliers and
pass savings to customers.

The Sears-Kmart merger was
fueled by retailers who need to
keep growing while facing lagging
apparel spending and cost increase.
The last important merger was Saks,
which sold its Northern department
store division to Bon-Ton making it
a regional player in Middle West.
This operation followed a prst sale
by Saks of its Profpttis and McRae
department stores to the privately
held retailer Belk for $ 622 million.
Saks keeps its luxury department
stores Saks Fifth Avenue and upscale
Parisian department stores only.

Meanwhile luxury retailer
Neiman Marcus was bought for $5.1
billion last October by two private-
equity prms, Texas Pacipc Group
and Warburg Pincus.

But, it is certainly the Federated/
May merger that will have the lar-
gest impact over

Source : Kingfisher
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signs/country store selling area consumers as it

count (000 sqm) gives birthto a
B&Q 337 2,328 | new retail power-
Screwpx Direct 1| ful group with
Total U-K 344 2,329 | more than one
Castorama 102 983 | thousand stores
Brico D®ptt 70 364 | operating under
Total France 172 1,347 the Macys and
Castorama Poland 29 254 | Bloomingdalefs
Castorama Italy 24 153 | prands. The dis-
Brico D®p1t Spain 7 32 appearance of
Ko-tas Turkey 5 24 May, Marshall
'?’(igl Irfs!fSSEurope 7; 5‘11(7) Field, Hechtis, Fi-
B&O China 43 475 lenels ~and Kauff-
B&Q Taiwan 19 g5 | Mannisnamepla-
B&Q Home, S.Korea 1 7] tes and the ex-
Total Asia 63 577 | Pansion of Ma-
Total 651 4763 | cys will be the

most obvious
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changes. These operations will
take place in the 37 quarter of 2006.
The case of Lord & Taylor is also
being studied by Federated as a
strategic option.

The Federated phenomenon
is expected to redepne the retail
landscape as a new strong entity.
In fact, it could determinate when
clothing should be sold, shipments
timed to weather conditions, etc,
showing that way how customers
are really shopping.

For this new Federated, major
challenge will be in the balance of
an efpcient operation. Globally, its
same-store-sales grew so far by 3.9%
on average in spite of an unfavorable
season and petrol price increase. But
department stores, whose same-
store-sales grew by 2.2% only in 2005,
continue suffering behind discount
stores, membership warehouse clubs
and luxury retailers.

In 2006, challenges will still be
bigger including growing interest
rates and a slowdown in housing
market.

Source : Women’s Wear Daily

Largest American malls.
American appetite for large
shopping centers has weakened due
to the market saturation. However,
some of them have expanded or plan
to do it by adding new retailers and
restaurants or leisure areas. They are :
1.West Edmonton Mall, opened in
1981 in Edmonton (Alberta, Canada)
in 330,000 sg.m GLA, is often called
The 08" Wonder of the Worldo. It
includes more than 800 stores, 100
restaurant options, 20,000 parking
spaces, one indoor-leisure park, an
ice rink and three 18-hole miniature
golf courses.
2.South Coast Plaza, opened in 1967,
in Costa Mesa (California) covers
245,000 sg.m of space and was
enlarged in 2004 by the addition of
17 new retailers. It is considered as
one of the most luxurious shopping
centers in California. Its annual
revenues are over $ 1.2 billion.
3.Mall of America opened in 1992
in 245,000 sg.m GLA in Bloomington
(Minnesota). Its building area
exceeds 420,000 sg.m and it has
plannedto expand further. Itincludes
520 stores, 200 sit-down restaurants,
30 fast foods, 8 nightclubs, 14 movie
screens and 12,550 parking spaces.
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4.The Plaza & Court in
Prussia (Pennsylvania), opened
in 1963, covers 227,000 sgq.m of
retail space and includes mainly 8
department stores.

5.The Galleria in Houston (Texas),
opened in 1970 in 208,000 sg.m,
has been expanded several times
including 70,000 sg.m in the last
addition in 2003. It houses 400 stores
and restaurants, two hotels and ice
rink.

6.Woodpeld Mall in Schaumburg
(IMinois), opened in 1971, covers
192,000 sg.m and is located
approximately 50 Kkilometers of
downtown Chicago. Lord & Taylor
and Nordstrom department stores
are present.

7.Roosevelt Field Mall in Garden
City (New York) was opened in 1956
in 190,000 sg.m. Originally, it was an
open-air center enclosed in the late
Sixties. Since it has been expanded in
several phases and it welcomes 16.8
million visitors annually.

8.Sawgrass Mills in  Sunrise
(Florida) is a factory outlet mall
opened in 1990 in 190,000 sg.m GLA.
It was then expanded in 2004/5.
9.Del Amo Fashion Center in
Torrance (California) opened in 1961
in 180,000 sg.m GLA, is in complete
renovation.

10.Lakewood Center Mall in
Lakewood (California) opened in
1952 in 180,000 sg.m GLA.

Robert Congel, a New York
commercial real estate developer, is
building a large project of $ 20 billion.
Itistwelve times the annual budget of
the United Nations and more than 25
times its own net worth. Its idea is to
build a mega mall in Syracuse (New
York) in a pleasant environment. It
would not only house one thousand
shops and restaurants but also
80,000 hotel rooms, 40,000-seat arena
and theaters and a research facility
for testing advanced technologies
(solar, energy€), leisure areas and
an artipcial river for kayaking.
Construction has already started
and the project should be completed
in 2009. Beyond the creation of
200,000 jobs, Congel wants to make
it Americals prst tourist destination.
Intel, Clear Channel, Cisco, Sony
and Microsoft are among the
brands recruited to supply retail,
entertainment, security and energy
technologies. Many companies

King of

expect to pnalize a new wireless
radio  frequency identipcation
technology to enable customers to
purchase items instantly without
waiting in line.

By itself, the mall would stimulate
Americals solar electric power
capacity by nearly 10%.

Sources : WWD/The New York Times

Wal-Mart buys Sonae assets
in Brazil and plans other
acquisitions. Carrefour will
invest $ 313 million in 2006 in
the same country.

Wal-Mart has purchased 140
Brazilian hypermarkets and super-
markets from Portuguese conglo-
merate Sonae for G 635 million ($
757 million). With the acquisition
in 2004 of Aholdis Brazilian assets,
this new operation will improve
its position in the market where
it operates 295 stores in 17 of
the 26 States with $ 2.7 billion in
sales in 2004. This way, Wal-Mart
Brazil becomes Latin Americais
third largest retailer behind
Brazilis Companhia Brasileira de
Distribuicao (600 Pao de A-ucar
stores) and Carrefour (377 units
including 94 hypermarkets).

In addition, Wal-Mart has
announced it aims to expand in the
region through the building of new
stores (it expects 15 new units in 2006
in Brazil in which it will invest G 240
million) or through acquisitions of
other retailers.

In Latin America, Wal-Mart
is present in Argentina, Mexico
and Puerto Rico. In September
2005, it bought a 33%-stake in
Central American Retail Holding,
owner of 363 stores in Costa Rica,
Salvador, Guatemala, Honduras and
Nicaragua.

In the last quarter, ended October
31, the international business of Wal-
Mart accounted for 20% of Wal-Mart
group sales, up 12% from a year
before.

On its side, Carrefour has
planned to invest $ 313.6 million in
Brazil to open 15 new hypermarkets
in 2006.
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Last year, French retailer
Carrefour, whose sales are seen to
grow by 7.0% year-on-year (8% are
expected in 2006), purchased 10
hypermarkets under the Big brand
from Sonae Distribuicao in the
southeastern Brazilian state of Sao
Paulo and announced its intention to
focus on Northeast.

Yongle Appliances and Beijing
Dazhong Appliances, two Chi-
nese electrical appliance re-tail
giants, announced that they
establish a 50/50 partnership
for joint operations and natio-
nal market expansion.

This joint venture will be
depnitely registered in 2006 and
will be responsible for all activities,
including merchandise purchase,
marketing, expansion and human
resources. Both partners will
also share propts or risks. Their
cooperation will start in Xian,
the capital of northwest Chinais
Shaanxi province and Qingdao,
a coastal city in east Chinals
Shandong province.

This new partnership will give
birth to the third electrical appliance
specialist behind Beijing GoMe
Electrical Appliances Holding and
Suning Appliances Groups. It will
meet competition from both giants,
which all have succeeded in the
rural regions of their individual
markets. Their success is due to
the fact that upon their arrival, the
region was still immature, presented
a large development potential and
traditional competition was weak.

Yongle Appliances, founded in
1996, had opened some 200 stores
in 9 provinces and municipalities
by end of September 2005. Its sales
reached almost US$ 1.2 billion in
2004,

Dazhong Appliances, founded
in 1982, operates approximately one
hundred stores with sales of more
than $ 1 billion,

GoMe Appliances is the marketis
leader operating 160 superstores
in 42 large cities with sales of $

2.15 billion. It has decided to open =
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200 new units mainly in the small
cities of northern China. Its plan is
ambitious as it aims to add more
than 1,000 units and reach US$ 14.5
billion in sales by 2008.

Suning has opened 130 stores in
28 provinces and municipalities and
its sales amount to $ 1.2 billion. As
for now, it is present only in main
cities but has the ambition to expand
to smaller.

Tesco enters India quietly.

Foreign retailers begin setting
up shops quietly in India. After
Spar-Switzerland that set up Mega
Saves Trading in partnership with
Radhakrishna Hospitality, and after
South African chain Shoprite, who
has tied up with Nirmal Lifestyle, it
is now the turn of British Tesco.

Last November, Home Care Retail
Mart Ltd, active in retailing and
logistics, entered the hypermarket
sector. Promoted by Tesco, a big-box
store covering 5,000 sq.m of space
was opened in the heart of Mumbai
under the Magnet brand. It offers
23 product categories and 26,000
SKUs of which 30% are imported. A
second hypermarket was opened in
Bangalore late December.

Totally, 14 more units are
forecasted over the next 18 months
in major cities. In fact, there are plans
to set up at least 10 Magnet stores
annually for the next pve years and
a presence in Sri Lanka.

Hyper Convenience US Mart,
opened this summer in the
Ginza district of Tokyo on six
levels, is opened 24 hour a day.
It is possible to buy thousands of
items and snacks, play billiards, use
the Internet or have onefs hair cut, all
for 100 yen (US$ 85 cents).

Early 2005, McDonaldés launched
menus at 85 cents. Then Lawson
convenience stores have opened the
prst eight of planned 1,000 stores.
Kodaira, one of the top pve 100-
yen chains, expects to quadruple
its Shop 99 opened 24-hour a day.
Kodaira presently operates 680
units in Japan and expects to have
3,000 by 2010. Sales at its 100 yen-
stores were $ 4.3 billion in the pscal
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year to June 2005, a pgure the prm
expects to double over the next four
or pve years.

The recent low price explosion is
happening while Japanese economy
seems to turn around after years of
stagnation. The trend is led by a break
in the Japan homogeneous consumer
society pushed by a steady decline
of average household income, a
growing part-time workforce and
pay for merit and not for seniority.

Low discounting puts a
deyationist pressure on food
and beverages items. Not only
supermarkets meet competition

from hypermarkets and Wal-Marts
but they also have to answer to
fresh produce offer more and more
available in 100-yen stores and have
set up 100-yen corners displaying
potatoes, cucumbers and packaged

eggs.

Seven & | Holdings has an-
nounced that it will acquire
a 65% controlling stake in
the capital of the Japanese
Millenium  Retailing, which
owns the Seibu and Sogo
department store chains.

Seven and | buys 65% of
Millenium from Nomura Principal
for $ 1.13 billion creating the largest
Japanese retailer by sales ($ 39 billion)
ahead of Aeon supermarket chain. It
owns 70 chains of supermarkets (Ito
Yokado) and convenience stores
(Seven Eleven Japan) plus the
franchised fast food chain Dennys
and banks.

Seven Eleven Japan (10,000 units)
net propt grew 10% to G 431 million
in the prst half 2005/6. As for Ito
Yokado, its net propt jumped 15.8%
to G 275 million.

Millenium Holding is born from
the merger between the Seibu and
Sogo department store chains in
2003.

The deal comes amid signs that
Japanis economy seems to recover,
Japanese consumers having more
money to spend. At Barclays Capital,
they estimate that real consumption
will grow 2.1% in 2005/6, the prst
time it has topped 2% since 1996,
and 2.4% in 1997.

Tesco has named its first
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two non-food stores «Tesco
Homeplus » in South Korea.
British  retailer entered the
country in 1999 through a joint
venture agreement with the local
conglomerate  Samsung  Group
holding this way a 89%-stake in the
second largest local retailer after E-
Mart. Its 38 Korean stores register
the best performance worldwide
and play an eminent role in the
development and dissemination
of information technology and a
product management system.

The Pearl Qatar is one of
Qatar’s largest real estate
development, an investment of
US$ 2.5 billion.

This offshore island of 2.3
million sg.m built in the Riviera
style is owned by developer United
Development  Company. Once
completed, the upscale multi-use
complex (residential, retail, leisure
and cultural) will be the prst to
propose freehold and residential
rights to international investors.

The four-phase development

will include 40,000 residents in
a multi-cultural community. It
comprises  10-distinct  districts

to be developed over pve years,
prst investors not being expected
before early 2007. They will house
3 luxury hotels, 3 marinas for 700
boats and more than 150,000 sg.m
of luxury retail, recreation and
restaurant spaces.

United Development Company is
listed on the Doha Securities Market
and headed by Hussein Alfardan,
whose task consists in identifying
and investing in long-term projects
contributing to Qataris growth and
providing good shareholder value.
It is present in several businesses
including infrastructure, real esta-te,
hydrocarbon downstream, constru-
ction€A
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