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« Ten global retail champions in
2004» according to Deloitte.

In the 9th edition of the 250
global largest retailers survey by
Deloitte, the German Schwarz Group
is sitting in the 1st position with its
two banners, Lidl and Kauyand. In
one year it jumped 5 ranks to the
11th showing the strong push of the
hard discount store trend. (In our
GRN January issue, Ernst & Young had
this group in the 15th rank). Behind
the Schwarz Group, Australiais
largest retailer, Coles Myer, then
Dell, manufacturer and seller of
PCs on line, Spanish supermarkets
Mercadona and Inditex, mother-
company of Zara.

WM Morrisonis strong expansion
was driven by its merger with
Safeway and other prms by organic
growth. Food retailers are no longer
the only ones to expand, as they
account for half of the positions of
this ranking only. 7 out of 10 prms
follow a global strategy. Internet
is now present with two major
operators, Dell and Amazon.

consumer culture. The study
underlines also that, according
to estimations, home-brand food
products sold in hard discount stores
and now in other retail formats would
account for 40% of the market.

China is the second largest
Internet market with 20 million
new users in 2005. Indians
appreciate online shopping.

All told, there are 120 million
of Chinese surfers according to
the consulting prm eTForecasts.
Technology has been adopted and its
use grows rapidly in Asiais highly-
populated developing countries and
contributed to grow the global online
population to more than one billion
persons for the prst time. Future
increase will come from populous
nations such as China, India, Brazil,
Russia and Indonesia according to
the study author.

While the user population
continues growing in all counties
listed, the larger developing nations
see their per-centage share of the

Top 10 « champions » Wor_ldW'de Net
rank company country world position _audlenc_e grO\.N'
rank growth ing rapidly whlle

1 | Schwarz (Lidl) | Germany 11 | +5ranks | the  proportion
2 | Coles Myer Australia 29 +8 of users in deve-
3 | W.M.Morrison | U-K 31 +45 loped countries,
4 Ikea Sweden 44 +6 such the US,
5 Dell USA 57 +8 declines. Accor-
6 Mercadona Spain 66 +16 ding to the same
7 Spar Austria 86 +16 source, the share
8 H&M Sweden 93 +14 of the global
9 Amazon USA 100 +16 online  popula-
10 | Inditex Spain 102 +18 tion fell in the US

Source : Deloitte

European retailers occupy 35% of
the 250 positions of the ranking and
account for 40% of the retail sales
volume due to the dollar depreciation
versus U and GB pound. Almost 60%
are food retailers. Wal-Mart Stores
represents 10% of the 250 consolidated
sales with $ 285 billion, which is three
times more than Carrefour, worldis
second largest retailer.

The hard discount pressure in
Europe tends to become a new

from 19.86% in
2004 to 18.3% last year while Chinais
share grew from 10.68% to 11.1%.

The largest Internet nation
measured by total number of users
remains the U.S with 197.8 million,
followed by China, Japan, India,
Germany, U.K and South Korea.

All told, the pnal number of users
is reaching 1.08 billion worldwide,
growing by 150 million since 2004.
Global Internet use increased from 45
million to 420 million between 1995
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(Internet market...)

and 2000. This pgure has more than
doubled in pve years and is expected
to double again to reach 2 billion
over the next pve years.

Worldwide, consumers averaged
4.9 purchases online in December
according to ACNielsen, the same
in the Asia-Pacipc zone, 5.1 in
Europe and 5.2 in India. Indians
are stimulated by Internet and
appreciate convenience.

According to AC Nielsen, there
are 627 million online purchasers
worldwide. More than 135 million
have bought DVDs, video games
and a similar number airline tickets.
More than 128 million apparel,
accessories or shoes and more than
112 million music downloads or
CDs. These numbers are still more
impressive for big-ticket orders
more than 106 million have ordered
electronic merchandise (cameras)
and almost 98 million computers.

Online shopping is the most
popular in North America and
Europe : UK, Germany and Austria
with almost 95% of Internet users of
the countries having shopped online
at least once..

Worldwide, books are the most
frequent purchase. Reading is very
popular in China and 56% of the
interviewed people in this country
have declared having bought
books online followed by 50% in
Austria, Russia and South Korea.
35% of Indians have ordered books
online compared to 11% in Chile
and Denmark. More than 36% of
Indians have bought airline tickets
compared with videos (22%) and
clothes (21%).

In India, the average number
of online travel transactions grows
every month and according to
specialists, the average has grown by
almost 4 times from 207,000 in 2003/
4 to 795,000 in 2005/6. Thus, airline
and train ticket purchases account
for more than half of India online
transactions.

Indian cyber-caf®s shoppers
have also played a major role for
online shopping. Their share of
the annual market has grown by
45% in the past pve years and their
number has now reached 105,000
units in India and should still
grow to 262,000 by 2010. 37% of
their customers have bought books
online, 41% electronic gadgets, 37%
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train tickets and 36% clothes.

lkea accelerates its expansion
in United Kingdom and has
major projects in Russia.

As the Swedish furniture retailer
chain was not authorized to add 14
suburban stores in United Kingdom,
it pnally decided to invest G 1.4
billion (A 1 billion) in 10 high-street
units over the next three years and
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Sales evolution.

years O million
2000 405
2001 656
2002 881
2003 1,040
2004 1,204
2005 estim. 1,390
In Lithuania, it operates 195
units under various brands
Minima for convenience stores,

will create 10,000 jobs this way. Media (supermarkets), Maxima and
First urban unit will be opened in Hyper Maxima (hypermarkets) and
Coventry VP Market in the Baltics :
in 2007. store number breakdown by States.

| kK e @ ~years [ Lithuania | Latvia | Estonia | Romania | Bulgaria
unveils 2000 101 N N N -
also that it 2001 144 32 1 N .
will sell its 2002 165 48 1 - -
own mer- 2003 185 80 1 - -
chan-dise 2004 195 85 17 - -
over the 2005 195 100 26 8 10
Net in the Source : Lettre de Veille Internationale

next six months. Beyond U.K, lkea is
planning to invest approximately
3.2 billion

in the Russian Federation opening at
least 2 new stores a year.

In 2005, it achieved global sales of
0 14.5 billion : 81% in Europe, 16% in
North America and 3% only in Asia
and Australia. Germany is its largest
market.

Ikeals founder, Ingvar Kamprad,
recently declared during an interview
that he wanted to have more women
at the Groupis management positions

OBecause women are the ones
who decide almost everything in
the homed, he said. For the time
being, Ikea has 50% women among
lkeais all employees, while 30%
are store managers and 20% at top
management positions. Out of the
Boardis 11 members, two only are
women.

VP Market expands its store
network in Bulgaria.

The Lithuanian chain, founded in
1992, hasopened its 10th supermarket
last December in Bulgaria. It entered
the market in June 2005 and expects
to have 200 new stores in the big
cities of Bulgaria over 2010.
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Marks & Spencer, which has
studied Taiwan during several
years, has planned to open its
first unit in this market by year’s
end through a joint venture with a
local partner.

The British apparel chain is
present in most Asian countries
but not in Taiwan, Japan or China.
It expects to open standing-alone
operations or mall-based units
covering net yoor space of 2,000
sg.m eacheé

Carrefour unveils ambitious
expansion programs in Saudi
Arabia. Worldis second largest
retailer behind Wal-Mart Stores
will expand its hypermarket
network in the country from 3 to 21
over the next three years.

This decision was taken as Saudi
Arabia accessed World Trade Orga-
nisation, which should strengthen
competition mainly with Casino
and the local retail Group Savola.

Saudi consumers are now fami-
liar with the modern retail trade to
reduce the risk of such an invest-
ment for Carrefour as these 18
new units will account for several
million US dollars. 10 sites have
already been conprmed in Riyadh,
Jeddah, Madinah, Taif, Tabuk,
Makkah, Abha, Buraidah and the
Eastern provincee&




(VP...)

others under the Saulut® and T-
Market brands in Lithuania, Latvia,
Estonia and Romania. Its market
share is approximately 34% and it
now expects to open 18 new units
this year in the Lithuanian cities of
Ventspils, Cesis and Alsi where it is
not yet active. It is an investment of
G 7.8 million.

DELHAIZE LE LION reports
preliminary 2005 sales of [J
18.6 billion and will grow its
store network to 2,732 units
in the United States of America
this year.

In 2006, the Group expects to
open 96 new units (including 54
supermarkets) in the U.S. bringing
its total to 2,732 and to invest O
770 million, an increase of 57%,

Hyparlo, Carrefour partner and
main franchisee: in full year
2005, Group achieved total sales
of 0 1,471.6 million, an increase
of 30.5%. [1 1,036.7 million were
made in France (accounting for
70% of total sales) up 4.2% and
435 million in Romania (+229%).

Fifth hypermarket opened in
Ploiesti on October 19, 2005 and
the 6th unit is due to be completed
this spring in Bucharestis district of
Baneasa.

Federated Department Stores
to sell its upscale Lord & Taylor
chain (55 department stores in
the North-east of U.S.A with sales
of $ 1.56 billion in 2005) as it no
longer pts with Macyis and Bloo-
mingdalels expansion projects

This is no new decision. In
fact, Federated, Americais largest
department store chain with nearly
one thousand units and sales of $
30 billion, had unveiled by end of
2005 that it wanted to re-brand all
its Marshall Field units, the famous
Chicago-retailer, to Macyls this
year.

Federated bought Lord & Taylor
when it acquired May Department
Stores for $ 17 billion. Today the
chain converts most of its May
regional units into Macyds stores, a
strategy that tries to make Macyis
its major nationwide brande

including 700 million in its American
activities.

In 2005, the Group achieved net
sales of O 18.6 billion compared
to 17.9 billion one year earlier, an
increase of 4.2%. The contribution
of the U.S. operations to the
net sales and other revenues of
Delhaize Group grew by 4.4% to
US$ 16.6 billion from 2004. ¢ They
were supported by strong sales at
Food Lion, as a result of effective
price, promotion and marketing
initiatives, improved execution in
the stores, the successful re-launch of
some markets and store closings by
Winn-Dixie in the Southeast of the
U.S. They were also supported by
continued strong sales at Hannaford
and the acquisition of Victory Super
markets, where sales momentum
picked up gradually throughout the
quarter. €
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worldwide. But cash register tickets
decreased by 1.2% in the same
period.

In full year 2005, the worldis
second-largest retailer by revenue
behind Wal-Mart Stores grew by
6.1% to O 83.710 billion and pro
forma sales by 0.9%.

France, that accounts for 47.7%
of the total, had sales of O 39.9
billion, an increase of 0.6%. Its
total market share grew for the 1%
time in a full year exercise since
2000 to 26%, underlines a company
report. Now OEfforts to strengthen
pricing in France and particularly
in hypermarkets enabled Carrefour
to win back food market share
each quarter over the full year but
they will mean a decline activity
contribution in France in 2005 with
a trend in H2 in line with that of
H1.6

Net sales and other revenues (unaudited).

million | 4thQ 4th Q 2005/ 2005 2004 2005/
2005 2004 2004 2004
USA $ 4,209.2 | 4,004.3 +5.1% | 16,564.4 | 15,860.8 | +4.4%
Belgium O 1,082.2 | 10134 +6.8 4,008.6 3,872.9 +3.5
Greece Q 254.2 243.0 +4.6 908.0 873.0 +4.0
Emerging Q 107.4 101.6 +5.7 400.1 378.4 +5.7
Markets
Total 0] 4,972.6 | 4,433.2 +12% | 18,631.0 | 17,875.1 | +4.2%

Source : Delhaize le Lion

Delhaize Belgium posted net sales
of O 4.0 billion, an increase of 3.5%
over 2004. Sales were supported
from June 2005 by the acquisition
of Cash Fresh, a 43 chain mainly
located in the northeast of Belgium.
Howvever, its market share in the full
year declined from 25.7% to 25.5% in
this country.

Net sales and other revenues
in Greece increased by 4.0% to G
908.0 million and the contribution
of the Emerging Markets (Czech
Republic, Romania and Indonesia)
to the Groupis net sales amounted to
G 400.1 million, an increase of 5.7%
versus the prior year due to good
sales in Indonesia and Romania.

Carrefour: pro forma Group
sales increased 6.1% (up 4.3%
excluding currency impact) in
2005 full year.

2005 has been a turnaround
year for Carrefour. In Q4, organic
sales growth was up 4.1% to G 23,3
billion on constant currency driven
by the opening of 387 new stores
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French hypermarket achieved
like-for-like sales of G 21.1 billion,
an increase of 12% (+0.6% to
6.038 billion in Q4). Supermarkets
improved their performance and
limited their decrease to 8.347 billion
(-1.2%). Hard discount store sales
declined also -0.9% (like-for-like
sales were down 1.3% in Q4) and the
convenience store division grew by
1.6% (an increase of 1.9% in Q4).

In Europe, excluding France, sales
growth was up 6.4% in full year 2005
and like-for-like sales up 0.3% to G
31.271 billion. Latin America had an
increase of 4.8% to O 6.259 billion
and Asia was up 3% to 6.280 billion.

Casino : performance was less
good than expected in the full
year 2005.

The Group Casino posted sales
of G 22.8 billion, an increase of 7.3%
(like-for-like sales were up 2.3%)
including 17 billion in France (+1,5%)
and 5.8 billion in foreign markets (+
31.4%).

In Q4, sales grew by 13.9% to G

6.584 billion (like-for-like sales were =
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up 5.7%). 70% of Group sales were
achieved in France (O 4.5 billion),
and organic growth was up 1.3%.
Giant hypermarket same-store-sales
decreased by 0.9% to 1.7 billion in the
quarter and by 1.2% to 6.25 billion in
the full year. Convenience store sales
grew by 1.9% to 1.5 billion, same-
supermarket-sales were up 1.3% and
maintained their activity in the year
(-0.2%). Hard discount stores sales
(30% of operating result in 2004) fell
again (04.3%) at Franprix and also at
Leader Price (86.3%). International
markets, including CBD and
Vindemia, which account for 31% of
total sales, achieved same-store-sales
of 2.03 billion, up 16.7% in Q4.

EBITDA is expected to be in line
with the 1% half that decreased by
11% from 2004.

In fact, Casino is still suffering
under the pressure of its heavy debt
of O 5.44 billion by end of June 2005,
a price battle, the restructuring of
Dutch Laurus and other difpculties
in Poland, Taiwan and Argentina.
Beyond, the Group committed itself
to buy the 50%-stake of Galeries
Lafayette department stores in
Monoprix (Casino owning the other
50%) in case they would sell.

In fact, its subsidiary Laurus,
former second largest retailer in
Netherlands, posted sales of O 3.1
billion in 2005, a decrease of 9.5%
and its debt is still very high at 370
million. Consequently, it decided to
sell Edah and Konmar supermarket
chains totalizing 320 stores in a total
of 712 and retained Super de Boer
only.

In such a context, Casino might
sell its 247 cafeterias (O 304 million
sales in 2004). By end of 2005, it
operated 126 hypermarkets, 1,285
supermarkets, 421 hard discount
stores and 5,038 superettes in
France and 2,116 units in foreign
countries including 249 in the U.SA/
Mexico, 224 in Poland, 701 in the
Netherlandsé&

Centres Leclerc: sales up 4.3%
in full year 2005 and 17.1%
market share in France.

The Group of independent
retailers unveiled sales of O 285
billion in 2005, an increase of 4.3%.
Excluding gas, it posted sales of 23.2
billion, up 1.7%.

According to the Secodip panel,
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Leclerc has a 107.1% share of the
market of all products sold in big-
box stores, growing by 0.6 percentage
point in 2005, ahead of Carrefour
(14.8%, +0.3 point), Intermarch®
(10.8%) and Auchan (10.5%).

As for 2006, Leclerc anticipates
0an almost identical growtho at 4%.
It expects to add approximately ten
new stores in international markets
(Portugal, Poland, Spain, Slovenia)
and 8 hypermarkets in Italy through
its partnership with local Conad.

Pinault Printemps Redoute:
gap widens between retail and
luxury sales in 2005.

In full year 2005, total Group sales
grew by 4.2% to G 17.77 billion below
expectations. But an outstanding
performance in luxury goods, which
grew by 11.9% to 3.036 billion, has to
be noted. Total Group sales outside
France increased to 9,118.1 million,
up 7.9% on a comparable basis. It
represents 51.3% of total Group sales
from 50.2% in 2004.

Its retail activity (Fnac music
chain, Printemps department stores
and Conforama furniture chain) has
suffered from a lagging consumer-
spending market. It accounts for
83% of Group sales with 14.8 billion,
a small increase of +2.8% in full year
in actual basis and of +2.9% in the
quarterly period.

Internet contributed for 431.4
million to the Groupis sales, up
33.6%. In the full year, sales grew by
35.3% to 1,332.4 billion accounting
for 9.0% of the retail division.

The luxury goods division grew
sales by 13.4% in actual change
in the 4" quarter to 900.7 million
from 794,2 million one year earlier.
It is especially marked by the
outstanding 14% growth driven
mainly by the Gucci brand (G 539
million, up 14%).

Gifi, France’s largest discount
hardware chain, follows a new
strategy, focusing on its core
activity and abandons textile
and clothing.

In full year 2004/5, closed
September 30, the period was
marked by a contrasted evolution in
sales and net propt was penalized by
non-recurrent costs. The prm opened
26 new units.

In fact, net propt group share fell
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83% to O 2.3 million from the same
period one year earlier. Gip achieved
sales of 475.7 million, an increase of
8.1%. Same-store-sales declined by
6.9%. Gross margin that declined
from 57.3% to 54.7% last year led to
the operating propt decline of 37% to
0 21.4 million. Unfavorable product
mix, increase of custom fees and
steady growing losses at its textile
chain Griff Plus in one year from
1.2 million to 4.6 million were the
main reasons of this uncomfortable
situation.

The exercise was also penalized
by logistics, out-of-stocks and the
partial integration of its IDE stores
in Belgium. Average basket suffered
also from the consumer lagging
and declined by 2.44% to O 17.62
million.

All told, Gip operates 292 stores
including 221 company-owned units
in France and 24 Griff Plus, totalizing
336,000 sg.m. In addition, 33 Gip are
operating in Europe (27 in Belgium,
3in Spain and 3 in Italy).

As for the 2005/6 exercise, Gip
expects a sales increase of 15% to 550
millions. Operating propt would be
between 25 and 30 million once 0A
solution will have been found for its
Griff Plus storesé and once logistics
will have been streamlined. It also
expects to open 22 new stores and
will enter new foreign markets once
the situation of its Belgian stores will
have been stabilized.

Metro AG: fullyear 2005
exercise performance driven
by international markets.

Preliminary sales were up 4.1%
reyecting its strong performance
outside its home peld while sales in
Germany, that account for 46.6% of
the total, decreased by 0 2.2%.

Same-store sales should be up
4.2% to (0 55.7 billion. Now, this does
not include the sales of the home-
improvement division Praktiker
(350 stores in Germany and in
Central/Oriental Europe), listed on
the Frankfort stock exchange since
November 2005.

International sales (53.4% of the
groupis total sales) grew by 10.5%
thanks to the contribution of the cash
& carry and the Media Markt and
Saturn electronic store divisions.

=2
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SPECIAL STUDIES

WAL-MART ACCELERATES ITS GLOBALIZATION
THE GIANT REINVENTS ITS FORMULA IN CHINA.
ITS GROWING INTEREST IN INDIA

n the exercise to January 31, 2006 Wal-Martis

I international activities, which account for 20% of

its total sales, have posted an operating income up 10%
while it stood at less than 7% only at home.

Its international division operates 2,276 outlets in
44 countries with $ 56.3 billion sales, which is almost
the size of Kroger, worldis 7™ largest retailer. In 2004/5,
Groupis propts were $ 10 billion for the 1% time, and sales
grew by 11% to $ 285 billion. Overseas, its business was
up 18.3% over 2004 and operating propts almost grew to
almost $ 3 billion.

Sales breakdown in the exercise 2005/6 to January

31, 2006.

Wal-Mart USA : 67%
Wal-Mart International : 20%
Samis Club : 13%

Its acquisitions of Asda in United-Kingdom and Seiyu
in Japan are good examples of the manner its manages its
foreign expansion. As it extends country after country, it
enters a new market, chooses a sizable retailer, acquires a
piece of it and then the total controlé&

Its international expansion is as follows :

Mexico 774 stores
China 56
Costa Rica 124
Puerto Rico 54
Germany 88
El Salvador 57
Canada 263
South Korea 16
Guatemala 120
Argentina 11
United Kingdom 315
Honduras 32
Bazil 295
Nicaragua 30

Its links with those countries are strong as it does
not only build stores. The giant builds also its own
warehouses to receive merchandise and stock the Wal-
Mart stores in their area. For example, in China where
it operates 56 outlets, it has several distribution centers,
which have local employees and in this country they
number is in the tens of thousands.

Sometimes, it faces obstacles and in-
convenience. Its presence in Germany is a failure : 0They
are taking losses in a soft economy. Their operations in
the U.K, that are around 50% of their overseas business,
have shown uneven results, halted growth and caused
pnancial disappointment in a market that has taken a
consumer tailspin. This would make it understandable
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that they would move forward in Japan and both Latin
America and Central America, where they have recently
made many gainso says an analyst at Cantor Fitzgerald.

More important, Wal-Mart exports a retail format and
a supply chain that train and inyuence both employees
and consumers also. Thus, inhabitants of these many
countries become its own customers. They will live at
the same pace as its commitment results to Radio Fre-
quency ldentipcation (RFID) as its power is partly led
by its agreements and its use of the technology. Both
forces give it the strength to meet competition for better
or worst whatever the State or the country is. According
to forecasts by Retail Forward, Wal-Mart will top the $
500 billion mark in sales by 2010, which will give it more
power and more countries.

But which change will Wal-Mart gene-rate world-
wide and how will customers adapt to its own world?
Traditional and local stores will disappear and will be
replaced by others. They will use its efpcient owned-dis-
tribution centers and customers will appreciate big-box
stores offering discount prices, the RFID technology,
its speed, precision and increased visibility of product
availability.

New policy.

Wal-Martis target for the new 2006/7 exercise,
beginning February 1%, and unveiled by Chief Executive
Lee Scott, consists mainly in the following ways :

- to open 220 to 230 new stores in foreign countries
bringing their total count to 1,902 units by yeards end,
-remain focused on overall sales and proptability growth,
on investment return including a better management of
its huge inventory,

- maintain efforts on its d0greend stores experimentation
in Texas and Colorado, using less fuel and natural
resources, and launch a new line of cotton organic baby
clothes as soon as this year and ask all its suppliers to
raise their standards,

- diversify its efforts towards new minority groups,
female and gay employees. There are 7 groups called
Business Resource Groups who meet at the prmis
headquarters to advise it on the marketing and internal
promotions :women, Afro-Americans, Hispanics, Asians,
Native Americans, homosexuals and the disabled.

Lee Scottis targets include also growing direct
imports from foreign suppliers rather than from
American intermediates, which help it to cut prices to
the consumer while it can improve its propt margin.

The most important initiative consists in the
improvement of the shopping environment in nearly
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3,200 U.S. stores : sure shopping carts, clean store
entrance and faster check-out lines.

Store managers will also be more responsible under
more powerful regional managers in order to make
sure that there is no mistake that may generate a bad
reputation for the company.

It is true that Wal-Mart is criticized for its slow
growth and the stagnation of its share price. In order
to calm people down, Lee Scott underlines that every
average American family can spare $ 3,200 a year thanks
to Wal-Martistores. In addition, as the retailer knows
how to react rapidly, such as in the case of hurricane
Katrina, he was offered congratulations as he answered
to needs more rapidly than the Government, supplying
food stuff, accessories and assistance.

Now, to continue growing, Wal-Mart needs to build
new stores, attract new customers outside its traditional
base in the rural South of America. New markets include
more urban, unionized and Democratic-trend States
such as New York and California. But it may face a
strong opposition there.

The new Wal-Mart in China.

The giant operates 43 hypermarkets or supercenters
in China and two distribution centers to supply them. A
third is expected to open in 40,000 sq. in Shenzhen this
year but it is not enough to support as wide zones as
Shenzhen, Shanghai and Beijing and other cities located
in between. It has agents in every area where it operates a
store, as many products have to be found locally through
suppliers approved by the State. They may negotiate
centrally but there are not many imports. There are
very few national brands, 90% being local. In addition,
moving merchandise from one city to the other through
inter-store transfer or traditional regional warehouse
would need the authorization of local ofpcials, a vestige
of the Maoist period when every village had to self-
sufpcient.

Environment is focused on local sourcing for local
consumption. When Wal-Mart entered China, it had 21
documents to sign for every item order. Each store had
to register its own orders by hand and issue checks.
Currently, many suppliers use its own Retail Link
system, the same online system used in the States so that
its suppliers can communicate electronically with it.

To adapt to local practice and to adjust to the market
practice are not negligible facets to remain competitive
in the Middle Empire. Wal-Mart has discovered that its
food business is important to create a powerful customer
base and reach its goal, oto be the community stored: fresh
produce, meat and packaged food merchandise occupy a
large section of the prst level of its Shenzhen store. Large
bins full of psh and seafood have been settled there as
Chinese prefer choosing themselves their own live psh.
Next to the store entrance, there is a KFC fast food, whose
mother-company, Yum Brands!, has made a huge work
adapting to the market (250 new fast foods are added
every year in China). Next to each KFC unit, there is the
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Chinese Noodle House that copies the Kentucky Fried
Chicken brand (the smiling Colonel Sanders). Now, this
does not affect the success of KFC or Wal-Mart that sells
ready-to-eat foods and gourmet lines.

As for non-food, Wal-Mart has also learned some
lessons especially in its cosmetic department. It put
demonstration stations where customers can be
explained how to use items, which helped it to sell high-
end products even at US$ 100 per unit. It is the same with
the consumer electronics department where plasma-
screen TVs are sold at $ 8,000 are not slow movers.!!

Competition will be perce with Carrefour, Chinafs
largest foreign retailer by sales, which expands very
rapidly. In fact, the French prm, worldés second largest
food retailer, is expected to open 20 new stores in the
Popular Republic in 2006 compared with 14 in 2005. This
country is now its pfth largest market with $ 2 billion
sales in 2004, an increase of 21%, and 1.6 billion in the 1%
half o 2005. Carrefour now operates 71 stores in 28 cities
including 10 in Shanghai. Competition will also be perce
with the British-Taiwanese Hymall, which operates one
store at only one kilometer from Carrefour in Shanghai-
Qibao and declares it is ready for the battle&

However, a wave of protests is growing in the country
and it is the consequence of the economic restructuring
process that improved many Chinese situation but
widened the wealth gap with the disgruntled ones.
Violence appeared for example last December and mid-
January in Guangdong, which borders the pnancial heart
of Hong Kong.

Until the current period, these events had not
directly affected foreign players and Chinese investors.
But it begins and a bomb was found in a Carrefour
hypermarket in southern China injuring people.

India, a market that interests Wal-Mart.

Indian ofpcials are still studying various solutions
to open their retail market to foreign investors without
pushing millions of small local retailers out of business.
Prime minister and Finance minister have announced
that it will be done over the next six months of this year.
But it is already one year since they have been speaking
about it. Now telecommunications and banks are already
opened to a larger foreign participation.

The subcontinent with its $ 250 billion retail market
is the worldis eighth largest according to McKinsey,
which estimates it will grow by more than 7% over the
next pve years. But the country is locked out because of
government barriers to foreign retailers, an environment
that will changeeé

With annual average incomes of approximately $ 620,
Indians are limited in their purchases even if their wages
are growing rapidly. In fact, there is a huge consumer
boom beyond sodas and microwave ovens in India. In
2005, auto sales grew by 18%, micro-ovens production
by 27% and there are more than 2 million new mobile-
phone subscribers every month. This upturn is especially
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favored by lower custom fees and higher wages. In
addition, the growing Indian middle-class contributes
mainly to the information technology development and
its purchases increase at the same pace as economy.

Product sales growth.

items 2005 2006
growth (*) | projections(**)

Microwave ovens 27% 25%
Air conditioning equipment 25 20to 25
Washing machines 18 5t0 10
DVD/VCD players 17 2510 30
Color TVs 12 15t0 20
Refrigerators 5 510 10

(*) for pscal year to 3/31/2005 (**) for pscal year to 3/31/2006
Source : Federation of Indian Chamber of Commerce and Industry

In opposition to consumers of other Asian countries,
Indians appear more avid to spend than save. Gross
national savings rate stands at 26%. This pgure interests
foreign prms who try to settle in the market. It is high
compared with what Americans spare but its low relative
to other Asian countries and it is about half Chinais rate.

If Wal-Mart, Carrefour and their peers have not yet
been allowed to invest directly in this country while
opening their own stores, many foreign brands are
already active through franchise agreements to sell their

products, which oblige to leave the major part of control
to local operators. It is the case of McDonaldis, Kentucky
Fried Chickeneé

Wal-Mart tries to spare time while weaving links
with suppliers and lobbying high-level politicians for
reform, bureaucrats and consumers. In December, it
asked the government for the authorization to open a
prst liaison bureau in Bangalore mainly for its research
works and market studies. But its action is still blocked
while waiting for the government decisions. If it has not
been authorized yet to open company-owned stores
whereas it is already active in the country having bought
approximately $ 1.5 billion of Indian shirts, T-shirts and
jewels to supply its own stores worldwide last year.

Wal-Mart is not the only retailer interested in India,
Carrefour of France and Metro of Germany have already
teams on the spot to try to pnd potential partners. Metro
is present in India through a cash & carry in Bangalore
only. Now, the country leaders are trying to attract the
international capital and seek to know foreign expertise
they need to modernize Indiads national retail industry
and distribution networks. But talks have been blocked
by opposition who is worrying for the small mom-and
pop-retailers. Wal-Mart argues that foreign retailers know
how to streamline national distribution networks to cut
waste and stabilize prices for perishable products.A

Consumer expenditure in India (US$ millions)

current forecasts
2002 2003 2004 2005 2006 2009

Durable goods 22,887.54 24,485.67 26,268.2 26,754.91 27,026.72 28,417.81

Semi-durable goods 15,019.72 15,803.82 17,038.82 17,612.66 17,933.07 18,512.3

Non-durable goods 198,633.4 209,378.8 224,072.4 232,896.1 237,707.3 250,460.9

Services 101,623.9 109,237.6 117,476.7 118,931.8 122,167.8 129,738.4

Sources : Euromonitor International/Retail Traffic
EUROPEAN ICSC
Annual European ICSC Congress will take place in Copenhagen
from April 26 to 28, 2006, Bella Center
Main topics will include :
- the shopping centers as a destination,
- the value of investing,
- hot retailers : new markets, new concepts,
- designing a strategy for future markets,
- the impact of cultural differences on design and architecture
For registration, contact : European ICSC London Ofpce
Vigilant House - Suite 1.7, 1st yoor - 120 Wilton Road -SW1V 1JZ London, United Kingdom
tel.: +44 20 7808 7018 - fax: +44 20 7808 7019
_________ & o L L L L L L L L L L L
SUBSCRIPTION FORM

| suscribe to : First Name:
1 La Lettre de la Distribution Internationale Last Name:
(11 issues), paper edition in French Job position:
1 La Lettre de la Distribution Internationale Company:
(11 issues), paper edition in English Activity :
Q| want to receive LLDI by e-mail in French Address :
Q| want to receive LLDI by e-mail in English Zip Code : Town:
e France : 510.00 O (vaTincl.5:5%) Tel : Mobile :
eForeign: 520.00 O Fax : e-mail :

please return this form by e-mail, fax or by post to : Brigitte GUILLOT (bguillot@chabot-associates.com)
Chabot & Associates / LLDI, 7 rue Fould - 78600 Le Mesnil le Roi - FRANCE - T@l/Fax : (33) 139 12 17 93

- ALL RIGHTS RESERVED -

FEBRUARY 2006 [ET)



- La Lettre de la Distribution Internationale -

SPECIAL STUDIES

RETAIL REAL ESTATE IN CONTINENTAL
EUROPE.

Deals hit a record in 2005.

Last year, real estate operations in continental Europe
increased 79% to O 14.69 billion ($ 17.75 billion) from O
8.22 billion in 2004 according to the latest Jones Lang
LaSalle study of shopping center, outlet, hypermarket/
supermarket and retail warehouse sales. High-street
stores and deals at less than O 5 million are excluded as
well as two countries, United Kingdom and Ireland.

There are more assets in the markets as there are
more prms that own and rent commercial areas having
understood they can free up capital and expand their
core business while selling the space and leasing it back.
Beyond, some owners of prime commercial assets are
betting on a demand of high-quality retail products from
investors. According to estimates, those investors have
decided to invest G 40 to 50 billion in retail real estate
products of continental Europe in 2006.

Germany registered the highest number of retail
deals in 2005 about G 3.3 billion worth, which makes
it the second-largest European market behind United
Kingdom that had ( 25.1 billion and 125 deals compared
with 150 for the whole continental Europe. The
Netherlands had G 3.2 billion, Sweden 2.3, France 1.75,
Finland 1.6 and Spain 1.

The sector that grew the most in value was the retail
warehouse as O 3.3 billion deals took place in 2005,
which is six times more than one year before (O 550
million). All told, this includes ten operations of more
than G 100 million that took place mainly in Germany.

This growing interest in retail warehouses has led to
a dramatic decrease in their return on investment to 5.5%
in Spain in 2005 from 7% in 2003 and in France to 5.75%
from 8%. On average, yield is 6.1% in Western Europe
compared with 5.5% for shopping centers.

On their side, shopping centers have changed hands
very often last year as they accounted for more than half
of all deals or (1 8.13 billion and 44% more than one year
before.

Total value of operations in the retail real estate
market in continental Europe.

G millions 2005 2004
Shopping center 9,450 6,659
Retail warehouse 3,336 548
Hyper/supermarket 1,542 334
Designer Outlet 358 677

Booming shopping centers. Study case : Spain.
In this country, 2.7 million million sq.m were built
between 2000 and 2005 and 2.1 million are planned
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over 2008. Yield down since 1995.

Shopping center number grew from 220 units in
2000 to 464 in 2005. GLA followed the same trend
upwards and almost doubled to 10.2 million. However
the saturation would not be reached according to the
Spanish association of shopping centers.

New registered projects include 141 new units and
more than 4 million sq.m over the next two years. They
would account for an investment of G 8.7 billion and
create 165,000 new jobs.

The trend could slow down, as there are difpculties
to open new centers in several regions especially in
Catalonia. Hence, between 2006 and 2008, expansion
could be limited to approximately 30 new shopping
centers and 700,000 sq.m a year on average, totalizing 2.1
million new sg.m and accounting for an investment of O
4.4 billion and 80,000 new jobs.

In opposition to ofpces, whose market recovery
is slow, shopping centers are the most active product
according to Cushman & Wakepeld Healey & Baker.

Experts at Cushman & Wakepeld Healey & Baker say
that as the sector is consolidating, the yield rate moves
back from 9.50% in 2000 to 5.80% in 2005 while ofpces fell
from 6% to 4.75%. Experts estimate that Spain will still
be Europeis 4" largest active market in 2006 with nearly
30 new projects totalizing 941,000 sq.m, behind Russia
(1.8 million), Italy (1.4 million) and Poland (1.1 million).
With its 10.2 million sq.m GLA at the end of 2005,
including 22.8% in Madrid, the country is also sitting
in the 4™ position in Europe behind United-Kingdom
(14.4 million), France (13.5 million) and Germany
(11.3 million). It counts 23,7 sq.m per 1,000 inhabitants
compared to a European average of 166, sitting behind
Norway, which has the highest ratio standing at 788
sq.m.

New shopping centers are associated to the
development of tourism and new constructions of
residential areas. Leisure is at the heart of their activity
such as the ski slope and the skating rink of Xanadu and
Dreams Palacio in Madrid.<

Sources : Jones Lang LaSalle/The Wall Street Journal/Les Echos

Erratum :
The information released in our January 2006 issue,
on Pyaterochka, is not correct. The EBRD is no longer a
shareholder and the company is listed on the London Stock
Exchange.
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But Metro is still struggling from
the scandal tied to a meat problem
in its Real hypermarkets and Extra
supermarkets last spring. As for
Kaufhof department stores, their
sales fell in the prst nine months of
the exercise.

KarstadtQuelle : the Schicke-
danz family, who owns 60%
of the Group’s capital, would
have the intention to take it out
of the stock exchange market.

This is a decision of the family
who tries to break up the department
store and mail order Group as
forecasted synergies from the merger
between both partners in 1999 never
materialized. KarstadtQuelle real
estate would be worth approximately
G 3 billion and the listed Group more
than 3.2 billion. Thomas Middlehoff,
Groupis CEO, denies this news from
the Financial Times Deutschland.
Last December, he unveiled a rescue
plan that includes the sale of almost
half of the department stores and
stakes in other activities in order
to still cut the debt of G 2.8 billion
compared with 4.3 end of September
(cf.Global Retail Newsletter, January
2006).

Madeleine  Shickedanz, who
already owns 60% of the capital
and more than 90% with the bank
Sal.Oppenheim and the insurer
Allianz, would try to eliminate
minority shareholders. To reach this
goal, she has to own at least 95%.

Ahold :
2005.

Dutch retailer Ahold unveiled
sales down 0.2% to O 44.51 billion in
2005 versus 2004.

In the US, where Ahold generates
70% of its sales, it has just sold
two warehouses belonging to its
subsidiaries Stop & Shop and Giant-
Landover for US$ 90 million. As
for the supermarket chains, sales
grew by 0.8% at Stop & Shop and
by 5.1% at Giant-Carlisle. But Giant
Landover and Tops were down
24% and 3.9% respectively. In
addition US Foodservice was down
-1.9% to G 14.9 billion. It was split
in two activities last November : a
collective and classic restaurant pole
(Broadline) and the other focused

sales stagnation in

on sales to fast food chains (Multi-
Unit).

Central Europe has been very
dynamic and activity registered an
increase of 4.7%. In Netherlands,
Albert Heijn increased sales by 2.6%.
From January 23", the chain has cut
the prices of more than 1,000 items
of top and home brand products. It
is the 10™ operation of this type since
October 23.

In addition, the Group has still
to take a charge of $50-60 million in
the Groupis complete results in 2005
for restructuring its U.S. Foodservice
subsidiary and cut almost 700 jobs
at the business. It has also to take
a provision of 896 million to settle
the accounting scandal due to US
Foodservice in 2003.

Ahold maintains its target for
2006 : a sales increase of 5%, an
equal operating margin at its retail
activities and a 14% return of its
operating assets.

Carrefour will double its store
count in Poland.

Carrefour Polska operates 32
hypermarkets and 71 Champion/
Globi supermarkets in this country
and will double this number over
2010. In addition, it is to increase the
number of petrol stations it owns (10
currently) and build two shopping
centers, all projects accounting for an
investment of G 65 to 78 million a year.

This program will start in 2006
by opening 4 hypermarkets, 15 to
20 supermarkets and two malls
including one in Zamosc and a
second one built in cooperation with
the French Cepc in Gliwice.

Currently Carrefour is no longer
interested in acquisitions but it is
rather considering opening units of
1,000 sg.m in smaller cities.

The French company seeks in
2006 to increase the value of local
products being exported. This
was estimated to approximately
G 260,000 in 2005. Last year, it
invested G 124 million in Poland
: 93 million were allocated to new
stores, 10.4 million to refurbish and
adapt outlets acquired and 17.6
million to supermarket expansion.

In 2004, Carrefour Polska achie-
ved consolidated sales of G 1 billion.
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Sonae Sierra sells a 50%-stake
in the ownership of its two
shopping and leisure centers in
Portugal to Rockspring.

The Portuguese developer
and investor has sold its stake
to PanEuropean Property Ltd
Partnership, a fund managed by
par Rockspring Property Investment
Managers Ltd, for an undisclosed
amount. However it will continue to
manage both centers.

These centers are RioSul,
currently being built in the south
area of Lisbon in 40,000 sg.m GLA
with a Continente hypermarket
and 127 shops. It is scheduled to
open on March 22, 2006. The other
is SerraShopping, opened last
November 23, 2005, which covers
17,677 sg.m GLA in Covilha, in the
northwest part of the country. This
operation reyects net equivalent
yields of 6.25% for the prst one and
6.76% for Serra.

PanEuropean is already co-owner
of CascaiShopping, another center
built and managed by Sonae Sierra.

Foreign retailers are heighten-
ing their presence in the country,
especially the Germans.

Metro, active in the Romanian
market since 1996, has recently
announced it will open its prst Real
hypermarket in Timisoara early 2006
covering between 6,000 and 8,000
sg.m of space. It will be followed by
many other projects.

Metrois Real subsidiary operates
nearly 286 hypermarkets in Ger-
many, 28 in Poland, 7 in Turkey and
3in Russia.

Schwarz Group that counts two
Kauyand hypermarkets in Romania
is expected to add 5 to 10 hard
discount stores in this market over
2010 representing an investment of
G 300 million.

Tengelmann expects to open
approximately one thousand hard
discount stores over 2010 covering
each 1,200 sq.m of average area
under the Plus banner. It is an annual
investment of G 400 to 500 million.

Rewe will invest G 30 million in
2006 to open two Selgros cash & carry
through the Fegro Markt/Selgros

joint venture between Otto and =
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Rewe. First unit is due to be opened
in Ploiesti, south Romania, on March
7 and the second during summer
but its location is not yet revealed.
It expects to grow its network to 20
units from 11 presently including 3
in Bucharest and others in Brasov,
Constanta, Timisoara, Oradeae&
Fegro Markt/Selgros operates 60
cash & carry in Germany, Poland
and Romania.

The French Auchan will open
its prst shopping gallery-based
hypermarket in Titan, suburban
Bucharest, in 130,000 sg.m of
space early spring representing an
investment of G 55 million.

The French Carrefour (5 hyper-
markets in Romania) is to open two
new hypermarkets in Baneasa and
Constanta this year, two cities in
excess of 200,000 inhabitants.

French Belgian Louis Delhaize
(2 Cora hypermarkets in Romania)
wants to invest in the long term to
open 14 hypermarkets under the
Cora banner. First unit is due to be
opened in 2006 in Cluj-Napoca.

Pyaterochka signs agreements
to consolidate its Ural ope-
rations and announced lower
than expected revenues in
2005.

Russials largest food retailer
by sales posted a 23% rise of its
consolidated net sales in 2005, in line
with itits forecasts given in December
when it revised downwards its sales
outlook from a previous $ 1,595
billion due to increased competition.
Of this pgure, St. Petersburg units
achieved $ 708 million, Moscow
units 644 million and franchised
units 7.

During the 2005 exercise, the chain
opened 91 new stores including 56 in
St. Petersburg and 35 in Moscow.
At the end of 2005, it operated 326
company-managed stores including
159 in the capital. Its franchised
network expanded rapidly last year
by 218 in 14 regions of Russia, in
Ukraine and Kazakhstan bringing
the total number to 425.

In addition, the chain has just
acquired a 26%-stake in Ural-Agro
Torg, its franchise operator in the
Chelyabinsk region of Russia, for $
1.5 million. Ural-Agro-Torg operates
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29 stores totalizing 14,300 sq.m of net
selling area and achieved gross sales
of $ 40 million in 2005.

Pyaterochka also signed agree-
ments according to which Pyate-
rochka and the major shareholder
of Ural-Agro-Torg will consolidate
the operations of Cheliabinsk with
those of Yekaterinburg (50 units)
giving birth to a the new entity,
Pyaterochka Ural, owned 51% by
the holding and 49% by the majority
shareholder in Ural-Agro-Torg, the
Chelyabinsk franchisee. It will thus
control all Pyaterochka operations in
both regions from this June 1.

In addition, Pyaterochka has an
option to grow in Pyaterochka Ural
to 74% in 2008 and to 100% in 2009.

Perekriostok and Metro expan-
sion in the Federation.

Perekriostok, Russiais second
largest food chain, opens a new
supermarket in Nizhny Novgorod,
in the heart of the Volga region
where it operates 11 Spar units
acquired in 2004. The conversion to
the Perekriostok norms is expected
to be completed by the end of 2006.

In all, Perekriostok operates
120 stores in 6 Russian regions
and announce that is sales in 2005
increased 54% to $ 1.18 billion last
year. In 2005, it opened 34 new stores
in Russia and Ukraine.

Its competitor, Seventh Con-
tinent (111 stores) announced that
its net propt increased by 56% to $
42 million in 2005 on sales of $ 714
million, an increase of 44% helped
by a quick increase in its store
number.

Germany-based Metro has an-
nounced it was building a new cash
& carry covering 14,000 sq.m of
space in Perm (Siberia) and one Real
hypermarket in Yaroslav (Russia)
expected to be opened in March 2006.
This will be the regionis largest big-
box store equipped with restaurants,
leisure activities and 1,450 parking
spaces.

Metro entered the Russian market
in 2001 and currently operates 22
cash & carry, including 7 in Moscow,
and 3 Real hypermarkets.

The French Auchan expects to
open 7 to 8 new hypermar-
kets in the Russian Federation
including 5 in Moscow suburbs.
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The agreement dating back to
2001 and signed by Auchanis ceo,
Christophe Dubrulle, and the Gov-
ernor of the Moscowis Region, Boris
Gromoyv, has been renewed. Conse-
quently, new units will be opened in
the cities of Saint Petersburg, Yekat-
erinburg (2 units are expected there
before 2008), Nizhniy Novgorod,
Krasnodar and 5 in Moscow sub-
urbs. Itis a total investment of nearly
$ 250 million.

Since 2002, the French Group
built 6 shopping galleries and 6
hypermarkets near the capital and
one urban supermarkete&

Germany-based retailer Real
has opened its prst hypermarket in
Toliatti in 10,500 sq.m of space and
expects two more units in St Peters-
burg and Kazan in 2006&

H&M, Europe’s largest clothing
retailer from Sweden origin,
unveils profits up 6% to $ 539
millions in Q4 below analysts’
expectations.

The retailer said that higher
marketing costs and a slow start
of the season pushed operating
expenses upwards in the three-
month period, to November 30.

In December, sales grew by 14%
and 4% pro forma. Gross propt was $
1.35 billion as gross margin reached
60% from 59.9% last year.

In the full year, total sales rose
14% to G 7.75 billion ($ 8.23 billion)
and propts 27% to G 996 million. The
chain also reveals that it signed a new
franchise agreement with Kuwait-
based retail operator Alshaya to
open stores in Dubai and Kuwait.
First two units are expected for this
fall. Alshaya is already a partner of
Next, The Body Shop and Starbucks
in the region.

In 2007, the chain expects to
continue expanding rapidly and its
main markets will be the U.S. (San
Francisco, Los Angeles€), Canada,
Germany, United Kingdom, Spain
and Slovakia (Bratislava), in all, it
plans to add 150 new stores over the
next 12 months.

Atthe end of 2005, H&M operated
1,193 stores in 22 countries, including
72 in France where it achieved sales
of O 564,2 million, opened 7 shops
and closed 20 in 2005.
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Retail sales for 2006 excluding
autos, gas stations and restau-
rants : NRF forecasts 4.7%
growth due to a slowdown in
the housing market and high-
energy costs.

The National Retail Federation
just released this pgure while
basing on a slowing economy and
consumer-spending  environment
in the U.S. putting a brake on retail
sales growth.

2005 revealed better than
expected while sales grew by 6.1%
or more than the 5.6% forecasted by
NRF, which expects 2006 prst quarter
to grow by 5.0% compared with 6.5%
in the 41" quarter of 2005.

Federal Reserve has a major role
to play in 2006. It maintains a vigilant
policy toward inyation. In the
short term, underlying inyationary
pressures seem to be controlled.
Productivity is still very high and
consequently labor costs are weak.

However, several categories
of specialty retail trade should
continue registering solid growth
gains of 4.0% to 5.0%. They would
be clothing and accessories stores
(including shoes and jewels), food
and beverage, health and personal
care retailers.

High gains registered in 2005 will
be more modest this year for building
material stores, warehouse-clubs and
electronic shopping. As the housing
market is slowing down, furniture
sales will follow the same trend.
Electronic retailers should continue
registering a strong demand as new
products and attractive prices will
still attract consumers. Discount
stores improved their sales at yearis
end.

NRF is the worldis largest
association and its members are
coming from all retail formats:
department stores, specialty stores,
discount stores, Internet, inde-
pendent stores, chain restaurants,
drugstores& more than 1.4 million
operations and 2004 sales of $ 4.1
trillion.

Source : NRF

Albertson’s sold for $ 17.4
billion : supermarkets, drug-
stores and real estate acquired
by Supervalu, CVS and invest-
ment funds.

The deal, which is expected to
close in the summer, will reinforce
Supervalu as the third largest
grocery chain in the United States
after Kroger and Safeway. It will
operate 2,656 stores with $ 34 billion
in sales and will help Supervalu to
accelerate its expansion in Midwest
and South California. It pays about $
12.4 billion and CVS 2.93 billion.

Supervalu acquires 1,124
operations under the Acme Markets,
Bristol Farms, Jewel-Osco, Shawis
Supermarkets and Star Markets
banners plus a few Albertsonis
supermarkets and Osco and Sav-on
drugstores. In order to protect from
antitrust concern, Supervalu will sell
26 Cubis units in the Chicago area
to the Cerberus-led investor Group.
A few stores will be closed and
warehouses should not be sold.

In fact, American grocery stores
have been struggling those past
years under the pressure of Wal-
Mart and Target, which expanded
largely in grocery, and also of Cost-
co warehouse-clubs. Albertsonis
was also competing with Kroger,
Safeway and Supervalu and even
with a few specialty niche retailers
such as Whole Foods Marketis
organic offer.

CVS acquires 700 stand-alone
Sav-On and Osco drugstores as
well as their real estate. The deal
strengthens it as the second largest
chain in the U.S. with 4,800 stores.

The consortium, led by Cerberus
includes Kimco Realty, Schottenstein
Stores Corp, Lubert-Adler Partners
and Klaff Realty LP, acquires 655
stores in Dallas/Fort Worth area,
Northern California, the Rocky
Mountains and the Southwest, for an
undisclosed amount.

Albertsonis had declared it
was ready to sell some assets in
September 2005 then rejected a 1%
proposal from the same Supervalu
in December. At the end of last year,
it operated 2,500 supermarkets and
drugstores in 37 States with sales of
$ 40 billion in 2004. It prst grocery
store was opened in 1939 by Joe
Albertson in Boise (Idaho).
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The Home Depot unveiled its
objectives for the next years.

The worldis largest home
improvement and DIY retailer has
just unveiled its ambition for the
period 2006-2010. It expects not
only to maintain its position but also
to become the largest diversiped
distributor in United States. In fact,
since 2003, it invested more than
$ 5 billion to acquire prms selling
everything from building materials
to tools.

To reach its target in 2010, it has to
generate annual sales growth of 9%
to 12% led by the opening of 400 to
500 new units adding 4 to 5 million
new sg.m and by a signipcant
growth of its service activity and
Home Depot Supply.

The oDo it for med trend is driving
double-digit growth and Home
Depot expects that 5 to 6% of its sales
over 2010 will come from its service
business, an opportunity market of $
110 billion. Presently 25 programs of
different services are offered by its At
Home Services subsidiary including
yoor covering, windows, roopngeé
In addition, its online activity
doubled last year with more than 3
million visitors each week so that its
sales could reach one billion dollars
by 2010.

The Home Depot wants to
continue focusing on the professional
market estimated at more than $ 410
billion. Consequently, it expects that
its Home Depot Supply will generate
18 to 19% of its global sales over the
next four years. By the end of this
decade, this business could operate
more than 1,500 stores in 50 States
and become the largest diversiped
wholesale distributor in the United
States.

As for the 2005 exercise, ending
January 29, 2006 the Home Depot
expects a 10 to 12% sales growth to
more than $ 81 billion but a modest
gross margin increase. For 2006,
before the recent acquisition of
Hughes Supply for $ 3.19 billion,
one of the largest specialists in
construction repair and maintenance-
related products, The Home Depot
had announced sales growing by 9
to 12% and an increase of propt per
share of 10 to 14%.

Home Depot operates 2,028
stores in all the 50 States, the District

of Columbia and Puerto Rico, 137 =
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operations in Canada and nearly 50
in Mexico. It already announced that
it would enter China soon.

Starbucks builds hundreds of
new cafés in 2006 equipped
with drive-through windows.

Will Starbucks upscale carefully
cultivated image of strong coffee, at $
4 the cup, with soft chairs and music
survive its new formula copying
McDonaldis?

Starbucks has expanded in so
many markets that it is now looking
for new development means. It
opens drive-through cafes avoiding
drivers to stop and lose time. In fact,
it has started building such outlets in
1994 in Southern California partly to
cater to parents with young children
and a dog.

While service is an important
component to increase its breakfast
business offering hot sandwiches on
some markets, the drive-in formula
existsonlytostrengthen convenience.
This new formula should help it to
increase its revenues in America as
sales per drive-through unit amount
to $ 1.3 million or 30% more than a
traditional Starbucks. Customers can
be served in about 3 minutes. But
the formula complicates the sale of
whole-bean coffees, CDs and other
products that account for a growing
part of sales.

Starbucks builds hundreds of
units of this new generation in
which prices are lower and it expects
to equip more than half of its 700
company-owned stores slated to
open in 2006 with that window.
Currently out of 7,450 caf®s in the
U.S.A. one thousand have drive-
through windows.

Source : The Wall Street Journal

The Sports Authority acquired
by an investor group led
by Leonard Green Equity &
Partners for $ 1.3 billion.

The deal, which is expected to
close in the second quarter of 2006,
is still subject to the shareholders
approval and the antitrustauthorities
requirements.

The Sports Authority is the
largest chain of sporting goods in
the U.S. with 398 stores in 45 States
under the Sports Authority, Gart
Sports et Sportmart brands. It is
active in Japan where it operates 40
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units through the MegaSports joint
venture. It posted sales of $ 2.435
billion, up 38.4% and net income of
33.5 million (up 104.3%) in 2005.

Nike : chief executive William
Perez has resigned following
disagreements  with  Philip
Knight, founder and chairman
of the world’s largest athletic
shoe firm.

These disagreements concerned
William Perez manner of managing
Nikeis long-term growth. He will
have spent just 13 months at the
head of the prm. Coming from the
world of cleaning products and
insecticide S.C.Johnson & Sons, he
had a complete lack of experience in
the athletic shoe business but he had
a great expertise in the consumer
product peld in international
markets. Now, his task consisted in
expanding Nike overseas.

Mark Parker, co president of the
brand, will succeed Perez on the
board. He has spent 27 years in the
Group and will have to continue
expanding the brand portfolio.

Tesco enters China instead of
uUs.

The British leading food retailer
expects to open its prst store in 2007
in Beijing according to the Beijing
News as it is seeking to catch up
with other foreign retailers such as
Wal-Mart and the French Carrefour.
In October 2005, it has selected a
20,000 sg.m-site in the east part of
the capital for its prst store in the
capital city and expects to extend
into the south of the country and in
Beijing.

Tesco entered China in July 2004
while buying a 50%-stake in the
Chinese Hymall chain, a subsidiary
of the Taiwan-based Ting Hsin,
for an amount of A 140 million (O
203.6 million). Hymall operates
approximately pfty stores in several
Chinese cities including Shanghai,
Hangzhou, Ningbo, Tianjin,
Shenyang and Dalian.

Tesco generates about a pfth
of sales from its overseas markets

- ALL RIGHTS RESERVED -

- La Lettre de la Distribution Internationale -

where it has chosen to expand
cautiously and in partnership
with local experienced retailers
having superior infrastructure. It
announced it will double its store
number in Turkey from 6 to 12 over
the end of 2006, an investment of
100 million (G 145.17 million). It
opened its 7" and 8" hypermarkets
in January including one in Antalia,
which covers 7,000 sq.m of space. In
Turkey, Tesco is the owner of the
Kipa hypermarket chain since 2003.

Chinese retail Dalian Dashang
merged with Harbin N°1
Department Store, one of the
largest domestic department
stores in China.

Dashang takes over the Harbin
NA1 Department Store and its 4,000
employees for US$ 550 million.
Meanwhile, it acquires its rights
on the land use and management.
However, the original name, Harbin
NA1 Department Store, will be
maintained with its brand value.

Founded in 1947 in the
northeastern part of the country, the
Harbin store was one of the most
famous Chinese department stores
in the country. It had received the
commendation of the Chinese State
Council for its great contribution to
the economic prosperity of the City
of Harbin. Unfortunately, a bad
management led it steadily to its fall
in the past few decades.

Dashang will completely
renovate and transform it. Another
concept, ONew Marté will be
built on the ground as Dashang
gained the land use rights of the
empty place before the store.
Both operations will represent an
investment of US $ 246 million.
They should make Dashang able to
generate $ 184 million in sales and
provide 8,000 jobs for the city. This
is the beginning of Dashangbs future
expansion in the Northeastern
part of China as it expects to focus
strategically on Harbin and its area
over the next three years and to
generate $ 370 million in sales.

Dashang operates 120 big-box
stores in 26 cities in Northeast and
North China. In 2004, it had sales
of $ 2.84 billion and net income of
61 million. In the prst six months of
2005, sales amounted already to $ 1.6
billion. A
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