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Global investments in com-
mercial property hit the record
of (0 350 billion in 2005.

This record was hit last year
and a new growth is expected in
2006 again. If pgures released by
the largest international property
advisory prms vary, all indicate
very high levels of transaction
volumes and a rise of cross-border
activities.

Cushman & Wakepeld SAS esti-
mates that these volumes increased
by 39% last year to the record of
G 350 billion ($ 417 billion). Non-
domestic capital accounted for 24%
of the global market from 21% in
2004. Europe received the highest
level of investment from cross-
border professionals at 43% followed
by Asia (28%) and United States
(3.5% down from 5.5% in 2004).
Now these investment volumes are
likely to still increase in 2006 and
Cushman & Wakepeld SAS expects
more than G 380 billion.

On its side, Jones Lang LaSalle
guotes a total of G 450 billion ($ 537
billion) in 2005, including Middle
East and South America, but has
not yet released all its complete
pgures.

CB Richard Ellis speaks about
record transaction volumes in 12 of
the worldis largest towns including
London, Paris, Tokyo and Sydney.
Operations in these cities totalized
0 46 billion. American investments
dominated the landscape while
Australians and Germans were
the largest foreign investors in
American property.

L'Oréal, the French and world’s
largest cosmetics maker, acqui-
res The Body Shop for 0 1 billion
($ 1.14 billion) including 188
million paid to its founders.

The UK retailer of natural beauty
products not tested on animal is
purchased by the French LiOr®al. In
its network, there are 2,045 wholly-
owned and in franchise shops in 54
countries, including Australia and
Taiwan.

Anita Roddick, who still owns a
stake of 18% in the capital with her
husband, founded Body Shop in 1976
while opening a shop in the city of
Brighton (England). At the time, she
was a pioneer in the sale of natural
products. In 1998, as the business
had grown too quickly, propts fell
90% and in 2002 both founders lost
the control of their business. Under
a new management, sales grew by
5% to A 708 million (O 1.2 billion) in
2004/5, franchised stores included.
But, due to a lagging consumer
environment in England, the prm
re-vised its 2005 propts downwards
announcing A 40 million (G 57.7
million) last January compared
with 44.5 million (G 64.1 million)
previously stated.

LiOr®al is not very active in
retailing but it operates the New-
York Kiehlis brand with stores across
the U.S. It also operates Shu Uemura
and Biotherm shops and Lanctme
beauty institutes. It will manage
The Body Shop as an independent
business and maintain its ethical
and ecological commitments. Anita
Roddick will stay as a consultant.

Transaction volumes (0 billion) : investments have more
than doubled since 2001.

2001 2002 2003 2004 2005
Asia 16 28 27 39 52
Europe 74 80 90 113 153
USA 64 77 71 100 145
Total (Gbil.) 154 185 188 252 350
Non-domestic 21% 21% 24% 21% 24%

Sources : CWHB/Europroperty
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Delhaize Le Lion: Group’s net
profit increase of 66.7% to U
117.0 million in Q4.

During the period between
October to December 2005, Groupis
net sales and other revenues grew
by 5.3% to G 5.0 billion supported
by a 9.2% stronger US dollar rate.
Organic sales growth amounted to
3.4%. Gross margin increased by 84
basis points to 25.2% while selling,
general and administrative expenses
improved by 12 basis points to 19.9%
of sales.

Operating margin increased to
5.3% in the fourth quarter of 2005
(4.4% in the fourth quarter of 2004)
and operating propt amounted to
G 262.0 million ($ 315 million), an
increase of 33.9%.

As concern 2006, Delhaize le Lion
expects operating propt to grow by
4% to 6% and net propt between
8% and 12% at identical exchange
rates. Groupis net sales and other
revenues will grow by 4% to 5% and
comparable store sales growth of the
U.S. operations is projected to be in
the range of 1.5% to 2%.

operate pve units by the end of next
year and 50 in France over ten years
extending the concept to the main
French cities.

SGDB is expanding to all
segments of the building material
market opening new concepts in
France (Plateforme du Bétiment) and
in foreign markets such as Minster
in U.K, Home Couture in Germany,
D@coc®ram in Hungary, La Maison
in China& As a leader in Europe
with G 15.4 billion in sales, of which
50% are generated outside of France,
SGDB accounts for 44% of total sales
of the French Saint-Gobain Group
with an excess of 3,600 stores in 20
countries.

Galeries Lafayette department
store Group has opened its
58™ unit on March 9 in Belle
Epine shopping center (south
of Paris).

This new unit covers 10,000 sg.m
GLA of space and 3 levels. This
investment of G 5.2 million is the
prst one of its size since it opened
a store in the Montparnasse Tower,
downtown Paris, in 1973. It is located
in the former premises of a non-

Key figures of 2005 in millions of euros

Actual results At actual At identical
rates rates

Net sales and other revenues 18,627.5 +4.2% +4.1%
Operating propt 898.0 +4.0% +4.0%
Operating margin 4.8% - -
Propt before taxes/ 597.2 +7.5% +7.7%
discontinued operations
Net propt from continuing 373.6 +5.5% +5.7%
operations
Net propt 364.9 +23.4% +23.6%
Basic net earnings per share 3.89 +21.8% +22.0%
(in )

Source : Delhaize le Lion

Saint-Gobain Distribution Ba-
timent (SGDB) has launched
the new concept Aquamondo,
a bathroom specialty store, in
March 2006 in Paris suburbs.

It covers 2,000 sq.m of space and
includes a showroom with more
than 40 bathrooms featuring nearly
6,000 SKUSs, a self-service decoration
department with 4,000 accessories
and personalized services such as
home installations, etc& A second
Aquamondo will be added in 2007 in
Paris suburbs and breakeven point
is expected for 2009. The target is to
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performing BHV DIY store (O 6
million in 2004). It features women,
men and childrents wear (6,700 sg.m),
a beauty department (900 sg.m) and
home products (1,800 sq.m).

The Group expects annual sales
of G 50 million and its proptability
by 2008. It plans 10 new store
openings in France over the next pve
years and may enter Seoul, Dubai
and Shanghai.

Decathlon in Moscow in April.

Decathlon,  Europels largest
sporting goods chain, owned by the
French Mulliez Group, accelerates
its international expansion. In all,
it unveils 40 openings in 2006 =
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Domus shopping mall, specia-
lized in home furnishing and
decoration, opened east of Paris
(Rosny-sous-Bois), March 22.
Built by Dutch developer Bouw-
fonds Mab Development, it covers
62,000 sg.m GLA and 3 levels. It
houses 130 specialty shops inclu-
ding Alinea (Auchan Group),
Truffaut, Cuir Centeré& It is an
investment of G 150 millioné&

Carrefour has just taken over
21 stores of the Italian retailer
Dugan in North Italy, with
annual sales of G 57 million. This
operation helps the French retailer
to reinforce its presence in this
country where it operates 244
storese&

Tengelmann is interested in ente-
ring several countries.

German retailer opened 10 Plus
discount stores in Greece (Athens,
Thessalonika, Katerini, Larissa,
Serres, Ptolemaida and Drama).
Ten more will be added by yearfs
end with the aim to have 200 by
2011 in this country.

Tengelmann will also launch
a new format of premium super-
market in Germany and expects
to open the prst twenty units
this year under the Tengelmann
brand. In addition, two small con-
venience stores of 400 sg.m next
to railway stations are due to be
completed in Berlin and Frankfurt
in June for the World Cup. Other
projects include an investment of
G 150 million to open 20 stores in
Bulgaria in 2007&

Kaufland of the German Lidl
& Schwarz Group operates 5
hypermarkets in Romania and
expects to grow its network in this
country to 50 units by 2010 exten-
ding to cities of more than 150,000
inhabitants&

German retailer Rewe expects
to open 82 Billa supermarkets in
Russia over the next four years
bringing its total to approxi-
mately one hundred. From this
year, 25 will be added including
15 in Moscow. It is active in Bul-
garia with its Billa supermarkets




(Decathlon...)

and has planned to open 90 to
100 Penny discount stores in this
country over the next pve years for
an investment of G 100 million. Its
sales are expected to grow to G 180
millions ($ 2108 million) in 2006&

lkea, that entered Russia in
2000, is almost profitable
having invested $ 1.7 billion.
Six years later, 3 Mega Malls, 5
furniture stores, one factory and a
distribution center were built. By
end of 2006, 5 new Mega will be
opened but Ikea wants to build 11
more according to the new CEO,
Per Kaufmann.

Metro ready to enter Pakistan.
Worldis third largest food retailer
will open its prst cash & carry in
Rawalpindi/Islamabad, Lahore
and Karachi. Investment would
be around G 170 million (US$ 203
million). The retailer will not only
sell foreign products in Pakistan
but also Pakistan foodstuff in all
its stores worldwide. Germany
assists Pakistanis private and
public sectors through a technical
assistance in the sectors of Fores-
try, Irrigation and Water Fields&

Royal Ahold has sold three Euro-
pean shopping malls in Poland
(Bielsko Biala and Elblag) and the
Czech republic (Karvina) to ING
Property Fund Central Europe,
a fund managed by ING Real
Estate, for O 108 million. Dutch
retailer will continue operating its
Hypernova hypermarket in Kar-
vina mall. Its Polish hypermarkets
were sold to Carrefour Polska in
February 2005&

Carrefour Bairro, new small
supermarkets in Brazil.

They will cover 1,200 to 2,500
sg.m of space and prst unit was
opened last December in the
afyuent district of Sao Paulo. 34
former Champion supermarkets
will thus be converted over the
next months to relaunch the acti-
vity in face of the expansion of
Pao de A-ucar, a subsidiary of the
French Casinoeé

including 30 new stores. Beyond
France (4), they will take place
in Russia (Moscow), Spain, Italy,
Portugal, Benelux, Poland and
Hungary. The group now operates
350 units in 13 countries, France
included.

In 2005, the chain posted sales
growing by 9.4% (+10.3% in 2004)
to G 3.7 billion and same-store-sales
rose 5.3% (+8.9% in 2004). In France,
which weighs 62% of overall Groupis
sales from 70% a year before, sales
grew by 1% to O 2.3 billion and
outside France by 24.7% to G 1.14
billion. In the same time, EBITDA
was up 4.3% to O 388.2 million from
3715 million in 2004 slowing from
291.6 million in 2004.

Systeme U: market share
growth of 0.3 percentage
points to 8.4% in 2005.

Last year, the group of inde-
pendent retailers posted total sales
of O 1514 billion, an increase of
3.10%. Excluding gas, growth was up
2.12% fueled by pve new stores and
expansion of 73,000 sgq.m. Market
share grew by 0.3 percentage points
to 8.4% and is in line with forecasts
announcing 10% by 2010.

Market shares of the leading food retailers

(February 05/February 06).
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proptable from the prst year with
sales under O 10 million. A prst unit
is already in operation in southwest
France. The aim is to open one
hundred of them. Syst me U wants
also to launch another new format
covering 300 sq.m of space for urban
centers of large cities including Paris
by 2007/8.

Syst me U is a member of the
European buying group EMD
(20 groups in 20 countries, O 119
billion in combined sales). Inside it,
it has organized a oORetail Groupo
gathering 5 partners : Delhaize
le Lion from Belgium, Axfood
(Sweden), Esselunga (Italy), Super-
unie (Netherlands) and Markant
(Germany) in order oto exchange
fair practicesé, improve and rein-
force their power. With Delhaize le
Lion, Syst me U signed a strategic
agreement whose conditions are
not unveiled.

Carrefour on the way to
profitability from 2006.

In the pscal exercise 2005,
operating propt fell 1.3% to G 3.15
billion. Pre-tax sales grew 2.5% to
74.5 billion ($ 92.77 billion). Taking
into account the discontinued
activities, net income
group share was down

Source : Systeme U

At the end of 2005, Syst me U
operated 854 stores including 44
hypermarkets (15.57% of Group
sales), 665 supermarkets (77.82%) and
144 March® U (5.24%) in France and
the French overseas departments
and territories. Last year, price
cutting impacted net margin that
decreased by 0.4 point to 2% (down
8% since the adoption of the Euro
currency).

As for 2006, Syst me U will add
22 new stores including 10 from
scratch and bring the total count to
876, 1.6 million sg.m and a market
share growth of 8.7%. The Group has
pnalized a new type of supermarket
covering 1,000 to 1,500 sq.m, adapted
to smaller trading areas, less costly,
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retailer growth market share 15.6% to G 1,436 million
Leclerc +0.4% 17.2% ($ 1.72 billion) from O 1.79
Carrefour +0.4 13.7 billion in 2004. The latest
Intermarch® -0.1 114 results include a charge
Auchan -0.2 9.7 of G 372 million to sell
Syst me U +0.3 8.4 or close non-performing
Champion 0.1 stores and reorganize
Hard discount 0 133 activities in Mexico, Spain

and Japan. Without this

charge, earnings would
have grown by 1.2% to O 1.81
billion. Financial charges were
down 6% reyecting a lower debt
and tax rate remained broadly
stable at 29.4%.

In France, which accounts for
some 47.8% of total sales and 54% of
earnings, the Group commitment to
cutting prices (2.5% to 3%) led to a
G 350 million cost and a decline in
its commercial margin of 0.2%. To
stimulate activity, it will continue
improving assortments, reinforcing
teams in store, strengthening brands
and developing customer loyalty
programs. Price leadership, however,
remains a top priority.

In all, Carrefour would open =2
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approximately 1,000 stores this
year, including 100 hypermarkets
and the new concepts Maxi Dia
and Carrefour Express, adding 1.5
million sgq.m, which will help it
to saturate its presence on its key
markets (China, Brazil, Italy and
Turkey). The Group expects a 4.3%
growth in same-store sales in 2006
and 10% by 2008. It will allocate G
10 billion ($ 19.3 billion), between
4% and 5% of its sales, in capital
investments over the next three
years to accelerate growth such as
opening stores.

Casino: sale of O 2 billion
assets.

First stage of the disposal
program includes the resale to
Belgian Louis Delhaize/Cora Group
of its 42.39% stake in GMB for O 850
million. Second stage includes the
recent sale of 15% of its property
subsidiary  Mercialys for 210
million. Third stage might concern
the sale of the Casino cafeterias and
bring in 300 to 600 million.

2005 was rather difpcult in
France for the Group whose current
operating income was down 9.7% to
0 1.031 billion and net income group
share down 37.1% to 344 million.
Outside France, the Group plans to
reinforce its position on core mar-
kets such as Latin America and
South-east Asia and, more precisely,
on Brazil and Columbia on one side
and Thailand and Vietnam on the
other.

2005 results (in O millions).

As for 2006, Casino aims an
organic sales growth superior to
2005 (7.3%) and a growth in current
operating income.

More precisely concerning the
Cora operation, the agreement
effectively terminates the legal
proceedings between Louis Del-
haize on one hand and Casino,
Deutsche Bank and Carrefour on the
other hand during pfteen years. The
operation will take effect on 2 May
2006.

PPR growth driven by high-
end brands in 2005 : operating
profit of luxury goods
jumped 35.4% while
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Au Printemps department stores (O
752 million in sales) were proptable
again and reorient their activity
towards higher-end brands.

Luxury goods comparable
sales grew by nearly 16% fueled
by excellent performance of Gucci
Group (45% of Groupls operating
propt). Recurring operating propt
of the global luxury sector was
up 35% to G 390 million. Bottega
Veneta and Balenciaga became
proptable last year and Yves Saint
Laurent trimmed its loss to O 66
million from 71 million while sales
slipped 1% to 162 million.

PPR current operating profit by brands

in 2005 (in millions ) :

retail was down

0.7%. brands operating change
In 2005, the Group [ p;g?t VST

Eos“’d sa_lle_s 4P .4'2% to Redcats (mail order) 231 0%

G 17.76 billion with con- -

. Conforama (furniture) 177 -14.4%
trasting trends across th_e CFAO 167 +51%
luxury goods and retail e, music chain) 152 +9.7%
businesses. Current 0pe-  "vyes saint Laurent -66 +7.1%
rating income rose 9.9% | printemps (dept.stores) 255 +11.8%
to G 1.08 billion and | vs Beaut® 15 -31.6%
adjusted net income | Bottega Veneta 14 Ns
group share was up | Total 1,084 +9.9%
11.2% to 539 million. Source : PPR

Retail activities
(Conforama, Fnac, Redcats
and CFAO) posted comparable
revenue growth of 2.8%. Recurring Metro : German retailer
operating income at 0 754 million impacted by lagging Real
was almost stable. All retail hypermarkets.
companies, with the exception In full year 2005, worldis third

of Conforama, posted healthy
performancesin France and abroad.

2005 2004 % variation
Consolidated net sales : 22,806 : 21,186 : +7.6%
- France 1,062 16,816 +1.5
- International 5,744 4,370 +31,4
EBITDA: 1,552: 1,616 : -4.0
- France 1,217 1,368 -11.1
- International 335 247 +35.3
Current operating income : 1,031: 1,141 -9.7:
- France 855 1,019 -11.1
- International 176 122 +43.5
Attributable net income 344 547 -37.1
Net income excl.the impact 542 547 -1.0
of the unwinding of the Cora
equity swap
Cash yow 1,263 1,136 +11.2
Cash yow excl.the impact of 1,159 1,136 +2.0
the unwinding of the Cora
equity swap
Net debt 5,444 5,591
Equity 5,655 3,978
Gearing 96% 141%

Source : Casino
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largest retailer unveiled propt
down 30% to G 649 million from 927
million one year earlier. Sales were
O 55.7 billion, an increase of 4.2%.
However EBIT reached O 1.738
billion compared with 1.723 billion
in 2004.

Groupls food division consisting
of two  grocery  businesses,
Extra supermarkets and Real
hypermarkets, had a loss of 11.7
million, -while it had a propt of 135.5
million the year before. It was the fact
of Real bad performance due partly
to the scandal of rotting- meat sales
and the lagging consumer market in
Germany last year. Real was the only
division to post a loss last year and
its sales fell 7.5% to 9.9 billion.

EBIT at the two consumer
electronics chains, Media Markt and
Saturn, rose 12.8% to G 509.8 million
while it was up 21.8% to 69.2 million
at Kaufhof department stores.
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SPECIAL STUDIES

THE NEW HOME DEPOT

The home improvement giant is renovating under
CEO Bob Nardelli and his military-style methods.

ome Depot, founded in 1978 in Atlanta (Georgia,

USA), is now the second largest American retailer
and worldis largest home improvement chain. By end of
2005, it operated 2,042 Home Depot stores in the 50 States
of America, the District of Columbia and Puerto Rico
plus 34 Expo Design Centers, 8 Contractorsi Warehouse-
stores and 16 specialty stores THD (yooring, supply,
landscapee). It has also 137 units in Canada and 51 in
Mexico.

Importing ideas and elements from the army
contributes helping the CEO to reshape Home
Depot into a more centralized organization.

When he was appointed at the helm of Home Depot
in 2000, Bob Nardelli discovered it was long a centralized
entrepreneurial prm under his founders, Bernie Marcus
and Arthur Blank.

He now acts as a real general. Appreciating highly
the army he uses it as the management model for his
enterprise and hires soldiers. In fact, of the 1,142 people
of the Home Depotis store leadership program training
future store managers, almost half, or 528, are young
ofpcers and more than one hundred among them already
operate Home Depot stores. oltis one thing to have faced
atough customer. Itis another to face the enemy shooting
at you. So they probably will be pretty calm under pre.6
Nardelli says. Overall, 13% of his 345,000 employees
have a military training compared with 4% at Wal-
Mart. In addition, a lieutenant colonel in the U.S. Marine
Corps, close to Nardelli, is also an essential element of
a Marine Corps Corporate Fellows program that Home
Depot joined in 2002.

With Home Depot, Nardelli tries today to build a
disciplined corps, ready to follow and execute orders
and obey in a high-pressure context. Before, store
managers had an immense autonomy. This very new
context is different from that of Lowed, its arch rival,
whose managers describe a demanding but low-prople
environment, an atmosphere of real and collegial
collaboration.

The «Culture of Fear»

Employees have difpculties in following Home Depot
new rules, some of them are demoralized and speak
about 0The culture of Feard leading to a decreasing
customer service. Before Nardelliis arrival, managers ran
their stores while basing on years of experience. Today,
at the end of each week, they hope to have reached their
target, a combination of sales and propts. Many full-
time employees were replaced by part-timers in order
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to cut workforce costs. Poor performing executives
were pushed outside the prm. Hence, from 2001, 98% of
the 170 top executives of Home Depot are new and, in
Atlanta headquarters, 56% of job changes include new
managers coming from outside the company.

As a leader, Nardelli is relentless, demanding and
determined to prove that it is useless to criticize Home
Depot. He works Saturdays and Sundays as ordinary
working days and hopes that everyone around him is
doing the same. He manages the enterprise with a very
military precision and today everyone is evaluated on
the basis of 4 performance : pnance, operation, customer
and people skills. Human Resources managers have
been appointed in each store and Home Depot now
recruits seniors.

Home Depot key figures : “2005, one year of
significant growth”.

- 2005/6 pscal year ended February 21 : $ 81.5 billion
sales from 46 in 2000,

- growth : +11.5%,

- net income : $ 5.8 hillion,

- gross margin : 33.5%,

- operating margin : 11.5%,

- average ticket in 2005 : $ 57.98 (+5.6%),

- total assets : $ 44 hillion,

- total stockholdersi equity : $ 27 billion,

- return on invested capital : 22.4% (up 90 basis points).

Helped by centralized purchases and an investment
of $ 1.1 billion in technology including self-scanning and
in-store Internet kiosks, propts have more than doubled
since Nardelli arrived and margins grown by 30% in 2000
to 33.5% last year. Meanwhile, Lowefs sales increased an
average of 19% a year from 2000 and tightened its gross
margin gap with Home Depot.

HDS (Home Depot Supply) offers services to
professionals in the fields of maintenance and
repair that account today for 5% of Home
Depot’s total sales.

The ambition is to grow beyond big-box stores and
to conquer new markets, from supplies to contractors,
convenience stores and expansion in China. In January
2006, Home Depot revised downwards its opening
program of new stores from more than 180 units a year
to approximately one hundred. This slowing down will
help Home Depot to ease additional resources to develop
its wholesale business Home Depot Supply (HDS)
catering to contractors and repairmen (electricians,
carpenters, plumbers€). This fragmented market is
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valued at $ 410 billion and the only competitors of a
Home Depot, a Wal-Mart or a Lowels store are regional
prms. Already $ 4.1 billion were invested by Home Depot
to purchase 35 prms and reinforce its activity and $ 3.5
additional billion to take Hughes Supply over, one of
the largest diversiped wholesale distributors providing
building and construction materials, HVAC, electrical,
plumbing, etcé& This deal doubled the size of the Home
Depot Supply pro business and is expected to amount to
$ 12 billion in 2007 and 23 billion in 2010 accounting for
18 to 19% of overall sales from 5 to 6% in 2005.

HDS currently offers 25 different programs including
yooring, roopng, fencing, cabinetry and categories such
as kitchen, window installation, HVAC contributing to
grow sales by 21.4% in 2005&

Nardelliis task is immense as he is building an
entirely new enterprise in a market twice the DIY market
to cater to professional contractors who want low prices,
high quality and immediate service. Now, to succeed in
this sector requires high precision in execution. Nardelli
knows it very well. However, some analysts are worrying
as he is moving out the retail market to enter services.

Home Depot targets.

Home Depot aims to become the largest diversiped
wholesale distributor in 2006. It expects sales to account
for at least 18% of overall sales with professionals in 2010
and 5% with services, an entirely new change compared
with the policy in 2001 when its core activity, DIY, g
enerated 100% of its sales.

As the second largest home-improvement service
supplier, it offers 25 national service programs and
its position continues reinforcing with acquisitions,
especially with Hughes Supply.

In the retail peld, Home Depot continues testing new

success, 300 oFuel6 would be opened in the U.S. and 400
small stores in Canada and the U.S. Its urban prototypes
on multi levels are also a new source of expansion as
well as development in foreign markets such as Canada
and Mexico. Next step would include China...

Regarding to the future, Home Depot is interesting
in the aging population that will demand home changes
and renovations. The retailer estimates that homes of
25 years and older will make up to 75% of the installed
services market from 57% in 1993. In such a context, it
plans to open a total of 400 to 500 new stores through
2010, about half of what it opened over the previous pve
years.

Customer service.

To train workers in how to treat customers may
be insufpcient. In fact, according to the criteria of the
University of Michigan and its Customer Satisfaction
Index, published in February 2006, it appears that
Home Depot slipped to the last position among major
American retailers behind Lowels and Kmart. This may
be one of the reasons why its share price was down 7%
while Lowels was up 210% from 2000. According to an
anonymous employee of the enterprise, efforts led by the
top management to measure a good customer service are
to blame. 0My perception is that the mechanics are there.
The soul isnit.0

Comparison The Home Depot/Lowe’s.

Lowefs with its light stores, wide alleys and salesmen
ready to help customers is positioned as a pleasant
alternative to Home Depot. The second largest home-
improvement retailer with $43.2 billion in sales overtakes
the giant in some points while simply observing what it
does and drawing substantial and proptable advantages :
its propts in Q4 grew by 37% compared with 23% for
Home Depot.

with high-end and diversiped

products, nursing its customer
relationship  through  service
improvement. While $ 12.7 billion
were invested to open new stores
over the past pve years, the retailer
has invested about $ 2.3 billion in

store formats, expanding its offer /

NIERNATIGONAT
UTLET
@@Bm Reporting on the World of Outlet Retailing

A% A Publication of the International Council Of Shopping Centers

\

modernizing its stores to ease
purchases, adding showrooms
for accessories, expanding the

Published quarterly in newsletter format, 10J brings Global Outlet
News to audiences around the world, reporting on Europe, Asia,
Australia, South America and Canada, providing outlet executives
worldwide with information on planned projects, expansions, leasing

lighting departments& While
testing new formats and new
store sizes, Home Depot tries
to meet the various needs of an
ever-changing customer prople.
It includes mainly the launch this
year of a convenience store chain
equipped with a gas station under
the Fuel sign and it will continue
testing urban prototypes and
small stores of 6,000 sq.m for
smaller markets. In case of
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updates, as well as retailer profiles, executive interviews on today's
issues, plus exclusive research and timely photos.

Become an 1OJ Charter Advertiser by reserving

your Premium Positions in four consecutive issues

Charter Advertisers (those taking ads in 4 consecutive issues) will
receive a free bonus subscription for 50 clients, mailed by VRN/ICSC
with a special acknowledgement letter from your company.

Summer 2006 10J: Ad/space closes 30 May 2006

Contact 10J senior advertising executive Sally Stephenson
at +1-847-835-1617; sstephenson@icsc.org
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Lowefs is not only the NA2 retailer but it denies
axiom that says that investing in industry leaders is
the surest path to get rich. Target has pushed Wal-Mart
just as PepsiCo pushed Coca-Cola... In fact, according
to Fortune magazine, which analyzed stock returns of
large American prms in 10 sectors of activity, leaders by
sales announced a mere 2% growth in the past twelve
months compared with 21% for the second leaders. The
gap in propt growth dbetween 8% and 24%- is almost as
great. Now, benepts of Target employees are not much
better than those of Wal-Mart and like Wal-Mart, Target
pressurizes its suppliers and attracts urban customers.
However, no new Target store faces the opposition met
by Wal-Mart.

Home Depot opened 20 new stores in Canada
and 10 in Mexico in 2005.

Home Depot is a leader in its specialty in three
markets : United States, Canada and Mexico. End of
2005, 9.4% of its stores were located outside the American
continent.

Canada and Mexico are in full expansion. In 2005, the
home improvement chain opened 20 outlets in Canada
and 11 will be added in the prst quarter 2006. In all, 137
were in operation by the end of the prst quarter 2006.

While Home Depot Canada grew by more than
six times since 1994, the year it entered the market, its
success in Mexico is as well impressing growing from
44 to 51 units last year. Its success in both countries lies

SPECIAL STUDIES

in its capacity adapting to specipc needs of the markets.
When it set up in Canada, it has built big-box stores of
approximately 10,000 sq.m. It then reduced their size to
better adapt to the served markets. Last format of about
6,000 sq m is for small markets. Tested in Canada, Home
Depot is thinking about adapting it in United States.

In Mexico, Home Depot seems to be in a good
position to be successful in a home market in full
expansion following reforms of mortgage credit. Its 7,000
sg.m stores are adapted for large markets such as Mexico
City and Guadalajara. Those of 5,000 sq.m are for smaller
markets with less potential A
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KAZAKHSTAN,
a new retail destination

his Central Asia Republic of 1,700,000 sqg.miles

between the Caspian and China, is now really
opened towards international relationships. Oil
makes it a real Eldorado and this wealth should
rank Kazakhstan among the top pve worldwide
exporters before the end of this decade. It will also
be classiped among the leading republics of the CIS
due to its chemical, ore and farm-produce industries.
Since 1993, harmonious diplomatic, economic and
commercial ties were established with France so that
more than 50 French prms have currently entered the
Kazakh market.

Russia is still the countryfs prst commercial partner
but United States of America are the leading foreign
investors. From 1999, foreign countries accelerated
their presence including South Korea, Great-Britain,
Turkey, China and Japan, France is sitting in the 16™
position only.

In the past ten years, credits, loans and FDI
(Foreign Direct Investments) reached a total of US$
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10 billion or 80% more than all investments in Central
Asia. In addition, the World Bank incorporated
Kazakhstan among the top 20 countries that attract
most investors.

Highlighting the growing attractiveness and
maturity of Kazakhstanis retail market, which is today
characterized by a lack of modern supply, a number of
large-scale shopping center projects were announced
recently for the countryis two major cities 0 Almaty
and Astana.

With a population of 1,2 million, Almaty,
Kazakhstanis capital until 1997, is the countryis
largest city. It is famous for its wonderful orchards
and its fresh waters pouring down from the snowy
summits of the Himalaya. In the end, Alma Ata will
be the future pnancial hub of Central Asia.

Almaty has the most developed retail market.
In the last years, retail turnover in Almaty has been
growing 20 percent annually and in 2005 amounted to
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roughly $3.6 billion. While a number of international
brands, such as Benetton, Prada, Sisley, Calvin Klein,
Reebok, Esprit, Mango, Mexx, Dolce & Gabbana, are
present in the city, and local operators (Interfood, Silk
Way, Gros, Tehnodom, Sulpak, Megasport) are quite
active, stock of quality shopping centers remains very
limited 0 currently at about 70,000 sg m only. Turkeyds
Ramstore is a major player on the local market with
a 30,000 sq m Ramstore Furmanova and a 25,000 sq
m Ramstore Timiryazeva. Most existing projects were
locally-developed and cannot be considered fully
international level due to poor design, ineffective
concept, low quality tenants and bad tenant mix.

However, several new projects in the pipeline are
about to alter the situation, as they will meet all the
international standards. Among the shopping center
projects that will change the retail face of the city are:

A 31, 424 sq m Dostyk shopping center (Q4 2007
opening) 0 a mixed used shopping and ofpce
center located in the historical and business centre
of Almaty (the so-called 0Golden Square6 next to
the USA Embassy). A three-level shopping and
entertainment centre will include a hypermarket,
a multiplex movie theatre, an entertainment center
and a large shopping mall.

17,687 sqg m Mamyr shopping center (Q2 2007
opening) - this project includessix 25-storey
residential towers and a 3-level shopping and
entertainment centre with an underground
parking. Marmyr shopping center will include
a hypermarket, a large shopping mall and
an entertainment centre. Local company TS
Engineering Group is the developer for both
Mamyr and Dostyk.

28,500 sqg m Esentai shopping center (Q4 2007
opening) - a multi-functional project including a 5-
star Marriott hotel, elite apartments, class-A ofpces
and a shopping and entertainment center, located
along the prestigious Al-Farabi highway. Capital
Partners is the developer.

These retail projectsi concepts were designed by
Jones Lang LaSalle, which is also acting as an exclusive
marketing agent.

Astana, Kazakhstanis new capital, has a population
of 525,000 people and is admittedly a much smaller
market than Almaty. Its retail turnover is estimated at
some 0.5 billion, but is quickly growing with the city,
whose population more than doubled in the last pve
years. For a fast growing city with high level of average
income the amount of modern retail and leisure
space is insufpcient. Retail market development is
slowed down due to the lack of sufpcient number of
professional retailers.

Many local and Russian operators already present
in Almaty are still cautious to enter the Astana market
due to the fact that the city is a new developing market
with a population of under 1 million people. However,
the city is evolving very quickly, which means that the
situation is about to change.

Astana retail market is still chieyy represented
by old stock, represented by street retail and open-
air markets. Of the some 800,000 sq m of shopping
space in the city today, only about 35,000 sg m is
modern shopping center stock. Although local retail
market lacks professional retail chains, their number
is expected to increase signipcantly in the next 2 to 3
years due to the growing consumer demand which far
exceeds existing and currently planned supply.

Developed by Capital Partners with Jones Lang
LaSalle acting as a marketing agent, a 19,600 sq m
Astana shopping center, scheduled for a Q1 2007
opening, will become cityfs prst fully international-
standard shopping center. It will be located on the left
bank close to a residential complex Astana Triumph
and will include a hypermarket, an entertainment
center and a shopping gallery.A

Source : Jones Lang LaSalle.
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(Metro...)

International division, which
accounts for half of Group® sales
and more than two-thirds of propts,
contributed once again to save the
groupls overall performance as EBIT
was up 17.3% to O 1.2 billion while
operating propt in Germany fell
28.4% to 535 million.

In France, the cash & carry
division accounted for 12.5% of the
Groupls division sales and posted
sales growing by 2.5% to 3.5 billion.

As for 2006, Metro will enter
Bosnia, Sweden and Pakistan and
expects sales to grow by 4% to 6%
taking into account the stabilization
at Real business.

KarstadtQuelle AG sold its
department store real estate
portfolio to Whitehall Fund, a
jointventurebetweenGoldman
Sachs and KarstadtQuelle, for
G 4.5 billion ($5.4 billion).

The sale product will be affected
to reduce the debt to zero and will
give the German department store
and catalogue group a new yexibility
for its further growth. Karstadt cut
its costs through the department
store, travel agency and catalogue
business restructuring (50% Groupis
sales).

In the 2005 pscal year, sales of the 90
department stores were down 4.1% to
0 3.6 billion. Pre-taxincomes came in at
274.7 million vs. a loss of 275.1 million
in the prior year. While adjusting
divestitures and joint ventures, pre-
tax incomes were 544.1 million.

As for 2006, the Group expects
pre-tax incomes growing by 20%
and a slight increase in sales.

Lidl and Plus are expanding all
ways.

In the race to pnd the best sites,
the winners are the German hard
discount chains Lidl and Plus.
According to Lebensmittel Zeitung,
they have both opened more
new units in 2005 than all their
competitors together with 200 for
Lidl and 205 for Plus. Both chains
are eager to reach a good position
for when the trend begins to reach
its limits over the next few years.

Lidl would invest more than G 1

billion in 2006 to open new stores.
With 4,100 units in operation, Aldi
almost controls the German market
and this is why both branches, Aldi
North and Aldi South, seem less
busy in expanding their existing
networks than renovating older
stores as Aldi North is doing at the
pace of 60 units a year.

Plus replaces stores that no
longer answer to the todayis needs
and half of its new units are actual
renovations of older units bringing
the total count in operation to 2,800
units.

Other discount chains are hardly
trying to expand. Penny with 2,000
operations was very busy those past
months in closing underperforming
stores. However it now expects to
open 100 to 150 new units in 2006.
Netto and Norma will invest in their
networks this year.

Russians are expected to
spend almost US$ 1 billion
more in 2006 than in 2005 to
buy perfumes, deodorants,
cosmetics and other personal
care goods.

It will be a real boom but
local manufacturers will not take
advantage of it. A perce competition
led by foreign prms and reinforced
by new tax rules and licensing will
likely push down the domestic
manufacturersi share of the cosmetic
and perfume market destimated at $
7 billion- below the 40% of 2005.

The market is under the pressure
of these new rules that came into
effect in January aimed at slowing
down the illegal alcohol production.
It will consequently affect the
cosmetic and perfume industry
as 30% of these products contain
alcohol, which means big losses for
local manufacturers.

New licensing  rules  for
distributors will come into effect
in July and oblige to pay $ 9,000
per license to sell alcohol-based
products, a measure that will
deter many distributors. Not only
foreign perfume manufacturers
will be affected but also Russian
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manufacturers as, from January
also, new excise taxes for products
containing more than 80% of alcohol
more than doubled costs.

The 1998 economic crisis had
frightened foreign manufacturers
and helped domestic cosmetic
manufacturers to win a 70% share
of the market in 1999. But foreigners
came back in 2005 and their products
accounted for more than 60% of the
market thanks to more aggressive
marketing tactics, stronger resources
and more modern equipments.

Perfume sales with 12% of the
personal care products market in
Russia are behind hair care products
(18%) and deodorant sales at 5% are
above childrenis cosmetics (2%).

U.S-based Schwarzkopf &
Henkel holds a 6.1% share of the
market. It is followed by another
American prm, Procter & Gamble,
and by the French LiOr®al with 6%
each and by Oriyame (5.7%) from
Sweden. Russian Kalina sits in the
pfth position (4.6%). In addition,
competition will still reinforce
after the Federation completes its
accession to the WTO expected to
happen this year.

Bookstore expansion in Saint
Petersburg: 200 units are
now in operation in the city
including 90 owned by various
chains.

In 2006, bookstore chains will
expand so much in the city that they
will saturate the market over the
next two to three years. Hence some
stagnation can be seen.

Federal chain Top-Kniga has
unveiled its projects for 2006 and
expects to open 2 mega bookstores
Las-Knigas, 18 Knigomir shops and
6 Litera. The investment amounts to
$ 3 to 4 million.

Bukvoed from St Petersburg
expands its shop in the Oktyabrskaya
hotel and will open 3 more book
units in 2006.

Bookshops in St Petersburg to 1/

31/2006.

-Bukvoed 26 DomKnigi 9
- Snark 22 Bukva 5
-Azbuka 10 Rostorg 5

and 80 other independent units

source : Azbuka
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Kesa Electricals rejected a take-
over offer from a private-
equity consortium saying it
undervalues it.

Franco-British  electrical and
furniture group (Comet in UK,
But and Darty in France) posted
sales of A 45.1 billion (O 5.9 billion)
in full year 2005/6 to January 31.
It rejected an offer from a private-
equity consortium consisting of
Permira Advisers and Kohlberg
Kravis Roberts & Co valuing it at G
2.5 billion.

In full year 2005, net income was
down 19.2% to A 94.7 million (O 136.7
million), impacted by tough trading
conditions mainly in U.K. Groups
total operating income fell 17.5% to A
165 million (G 239 million).

Revenue of others signs (Darty
Italy and Switzerland, BCC, Vanden
Borre and Datart) was up 16.9%
in local currency and same-store-
sales rose 3.8%. Five new stores
were opened in Italy and three in
Switzerland. In 2006, new operations
will be opened and breakeven point
is expected in 2008/9.

In addition, Kesa decided to
enter Turkey with the Darty sign in
partnership with a local experienced
retailer and open pve stores before
the end of 2007. Starting costs would
be as high as (1 3.0 million during the
current exercise.

2005 results in local currency to 1/31/2006

(in millions)

store-sales were down 2.2%. This
decline was due to tough conditions
in the British market. 0&Strong
performances in continental Europe
and Asia were more than offset by
a sharp downturn in home-related
spending in the UK, presenting
B&Q with its toughest trading
environment for many years.0
Said Gerry Murphy, Group Chief
Executive.

B&Q total sales were down 3.7%
to A 3.9 billion (O 5.6 billion). Income
rose 52% to 208.5 million (O 301.8
million).

In France (102 Castorama and
43 Brico-D@p1t), Kingpsher out-
performed the market with sales up
6.3% to A 2.7 billion (O 3.9 billion).
Same-store sales grew by 2.7%. In
rest of Europe (Italy and Poland)
and Asia (China and Taiwan), sales
were up 27.6% with 47 new stores
in 8 countries including South
Korea and Russia.

McDonald’s : profits growth
driven by new products and
longer opening hours.

In Q4, net propt of McDonaldis
was up 53% to $ 608.5 million. The
chain posted sales of $ 5.2 billion, an
increase of 4% in the United Sates,
its largest market. In full year 2005,
it unveiled net income of $ 2.6 billion
growing by 14%
and sales rose

2005/6 sales 2004/5 sales change 7_% to 20.46 bil-

Darty 0 2,339.4 0 2,263.7 3.3% lion.
Comet £1,529.8 A1,538.1 (0.5%) McDonaldis
But Q0 846.5 0 808.4 4.7% has launched the
other 01578.2 014948 16.9% spicy  chicken
Central - - - sandwich now
total - - - available in all
Source : Kesa its uU.s. fast

Kingfisher : pre-tax profit down
64.2% for the 52 weeks ended
28 January 2006.

During the period, Europels
largest DIY chain unveiled that pre
tax propt was down 64.2%to A 231.8
million (G 335.5 million) from 647.7
million (G 9375 million) one year
earlier. Retail sales were up 4.7% to
A 8.0 billion (O 11.5 billion). Same-
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foods. It is not the prst fast food
chain to test a new way, Wendyfs
and others have experimented it
before. Now, modifying a menu
has always been successful for the
chain. It added the entr®e-sized
salads, breakfast sandwiches,
white-meat chicken nuggets& (Its
white meat sales have grown from
$ 2.7 billion to 4.4 billion).
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Among its projects, it will invest
$ 1.8 billion to open 800 new fast
foods mainly in the U.S., China,
France and Russia. As for 2006,
McDonaldis expects sales growth
of 3% to 5% and annual operating
propt growth of 6% to 7%.

McDonaldis was founded in 1955.
In1963, ithad sold onebillionburgers
in all its operations, franchisees
included, and dominated the burger
market. At the end of the Nineties,
the context had changed as many
baby boomers began looking for
healthier food and more varied fare
they found at Subwayis, Applebeels
and others& which they did not
mind paying more. Meanwhile,
Starbucks attracted one part of its
customers by its breakfast meals
and its premium coffee.

McDonaldis admitted that its
food quality had deteriorated and
its offer did not answer any longer
to customers demand. Hence its
prst quarterly loss in January 2003
since going public in 1965. Then
McDonaldis learnt that women,
and more particularly, family
mothers, thought that its menu
lacked variety and came to its
fast foods only because children
wanted. From that moment on, the
chain began improving the taste
of ingredients such as cheese and
ketchup, reconsidered the cooking
of its small buns and widened the
diameter of its straws so customers
could drink more easily. Its main
target was the quality improvement
and the variety of the menu.

Burger King ready for an
Initial Public Offering (IPO)
aiming to raise $ 400 million.

This is a major step for the NA2
of worldis largest fast food chains
behind McDonaldis and ahead of
Wendy®s ready to overtake it in a
burger slow-growing market.

Burger King was founded in
1954, It was successively a private
prm, the property of the American
Pillsbury in 1967 and of two British
conglomerates including Diageo.
Most recently, in 2002, it was taken
over by three private-equity prms,
Texas Pacipc Group, Bain Capital
Partners and Goldman Sachs
Funds.



(Burger King...)

Burger King situation has
entirely changed. The enterprise
seems now out of 17 years of
pnancial difpculties. Since 2004
and the nomination of Greg
Brenneman at its head, sales rose
11% and continued rising in the past
exercise. Between 2001 and 2003, it
had registered losses. In 2005, net
income was $ 47 million on sales of
$ 1.99 billion.

McDonaldis earned $ 2.6 billion
on sales of 20.46 billion in 2005
and Wendys International 224
million on sales of 3.78 billion.
Propt margins were at 12.7% for
McDonalds, 59% for Wendyfs
and 2.6% for Burger King.

Same-store sales at Burger
King rose 5.6% last year from
1% in 2004 and 5.9% in 2003.
1,300 non-performing units with
average sales of $ 630,000 were
closed and 210 fast foods opened

in foreign markets last year.
This  turnaround happened
under the new owners. When

private-equity funds purchase a
prm, they invest one part of their
own capital and borrow more. In
the Burger King case, they paid $
442 million to buy it and borrowed
the rest of the 1.4 purchase price.
As debt is substantial at $ 1.35
billion, prms are under the double
pressure from lenders and from
their investors.

To help its franchisees, Burger
King has settled a pnancial re-
structuring program. Usually, they
pay 4 to 5% of their sales to Burger
King for marketing plus royalties of
3.5% to 4% of sales. Average sales
rose 11% over the past two pscal
exercises to 1.06 million and keep
growing this year. There are 11,141
fast foods in operation worldwide.

The advertising campaign un-
veils at least 18 new items including
the TenderCrisp chicken sandwich,
Angus burger and chicken fries
or new menus featuring breakfast
sandwiches, small burgers and
fries at $ 1 each. Meanwhile Burger
King is improving cleanliness
in its restaurants and customer
satisfaction.

In the past two years,
developers and retailers have
invested at least $ 1.5 billion
in Mexico to build various

projects, mainly shopping
centers, and the pace is
accelerating.

A shopping center of $ 43 million,
due to be completed this June in
Ixtapaluca illustrates the emerging
trend in this country. It will include
two anchors, a Walmex (Wal-Mart of
Mexico) supercenter and a clothing
Suburbia shop owned by Walmex, a
childrens play area, an outdoor food
court, some 100 boutiques. Developer
Mexico Retail Properties built it in
partnership with the American real
estate Group Black Creek Group
and Equity International Properties.
They are among large American
prms to invest in Mexican shopping
centers as they are attracted by a
young population (70% of Mexicans
are under 35 year-old), a healthy
economy, a strong currency, low
interest rates fueling a credit
expansion over the past three years,
rising revenues, falling inyation to
its lowest level in decades and the
construction of large suburbs. In
addition, the country is insufpciently
equipped with stores as the local
norm is 1 sq.m of retail space per
capita.

Generally, American investors
join their forces with Mexican
partners for their relationships
and their experience of the local
regulations. Mexican Retail Pro-
perties is an exception as it invested
alone in Mexico with a local team
only. After having built 9 centers in
2005, Mexico Retail partners expect
to invest $ 500 million over the next
years to build 5 to 10 a year.

Walmex will expand across
the country in 2006 and invest $
114 billion to open 120 stores and
renovate 150 further ones. It will
thus increase its yoor space by
14%, showing it is conpdent in the
macroeconomic stability of the
country.
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Large retailers in 2005 : local
chains dominate; the French
Carrefour is the first foreign
firm by sales.

Carrefour, worldis second largest
retailer, unveiled sales growing
by 25% last year to $ 2.2 billion. It
is thus sitting in the 9™ position in
the ranking of retailers classiped by
sales in 2005. But it is also the prst
foreign retailer by sales by the same
criterion. Its store count grew to 78
units from 62 in 2004.

German Metro retailer had sales
growing by 19% to $ 934 million.
Wal-Mart, does not sitamong the top
30 retailers in China. It just unveiled
ambitious projects for China as it
expects to hire 150,000 persons over
2010, which is pve times its actual
workforce. It also plans to expand
in large metropolises and smaller
cities. For the time being, it has only
56 stores, which makes it far behind
Carrefour.

Top 30 retail chains saw their
sales jump 31% in 2005 to $ 61.13
billion driven by Beijingls push to
promote private consumption.

Shanghai Brilliance Group of
publicly-listed Bailian Group was the
leading chain with almost $ 9 billion
in sales. Beijing-based electronics
retailer GOME Electrical Appliances
Holdings Ltd was ranked second with
sales of 6.2 billion. It has 33 operations
in Shanghai and 27 are due to be
opened in June in the same city. It is
alsothesecond largesthomeappliance
chain behind Yongle (53 stores, 17
to be in operation by years end).

Origin of FDI in China in 2005

(in USS bil.)
Hong Kong 17.95
British Virgin Islands 9.02
Japan 6.53
South Korea 5.17
USA 3.06
Singapore 2.2
Taiwan 2.15
Caiman lIslands 1.95
Germany 1.53
Samoa 1.35

Source :Ministry of Commerce
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(Large retailers...)

Note that Foreign Direct In-
vestments in China grew by 11% to
January 2006 versus January 2005
according to the Chinese Ministry of
Trade.
lkea uses the
strategy.

In this country where inhabitants
are reluctant to spend their money
and save on average 30% of their
incomes, one of the highest rates in
the world, Ikea has decided to slash
prices of local products to the lowest
in the world up to 70% below its
other lkea. This strategy seems to
have been successful. In April, the
Swedish retailer will open in Beijing
its largest store in the world outside of
its yagship unit in Stockholm. It will
occupy 42,000 sg.m of space, the size
of eight football pelds, wearing the
blue and yellow colors, which should
draw 6 million customers a year.

low-price

In the Chinese language, lkea
is 0Yi Jiad meaning ocomfortable
homed However its three stores
have nothing comfortable at all as
thousands of Chinese are rushing
there during the week-end in order to
equip their new homes or apartments.
In fact, in the past eight years, China
has seen a boom in homeownership
as authorities cancelled Stated-
allocated housing and subsidized
rentals. Under these conditions,
many apartments became empty
shells sold without paint, lighting
or yooring. Hence the home furni-
shings market took off. According
to estimates, the DIY market in
China, beyond furniture, will include
sinks, bathroom tubs, garden tools
and is growing by 10% each year
generating $ 15 billion in sales.

While cutting prices so deeply,
Ikea still earns money. Generally,
western brands in this country price
their merchandise, such as cosmetics
and running shoes 20% to 30%
higher than in other markets. This
strategy aims to offset Chinal high
import taxes on foreign merchandise
and to give an additional cachet in
Chinese eyes.

Will Ikea be able to maintain its
low prices while entering secondary
cities where incomes are lower and
demand for bargains still higher?
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Ikea answers it will be able to cut
prices each year while improving
in-store productivity, making more
products in China (a factory is being
built in Dahlian) and operating
its wholly owned stores. Half of
its merchandise is locally done
compared with 23% in its other
stores worldwide, and the rest in
Poland and Sweden. This helped it
to cut prices by two in China in the
past four yours meanwhile Chinese
incomes have grown.

As a non-publicly listed prm,
Ikea does not publish its pgures but,
according to analysts, its Chinese
operations would generate $ 120
million in annual sales and would be
almost proptable according to the local
management. Ikea always conformed
to the local rules and its prst two
stores were opened in joint ventures.
But last October it opened its prst store
in full-ownership in Guangzhou.
Another one is planned in Chengdu
for this year and two per year until
2010 while its British competitor,
B&Q, expects to double its store
count to approximately one hundred
over the next pve years and a double-
digit growth of its like-for-like sales.

B&Q, part of the British
Kingpsher, Europels largest home
improvement chain with an excess
of 650 stores in 10 European and
Asian stores, has seen sales growing
by nearly 48% in 2005 to $ 547
millions, its 6" consecutive year of
double-digit growth since it entered
the market in 1999. Like-for-like
sales grew by 7.4% with 48 units in
operation in eight cities.

Other local competitors include
Home Mart, controlled by the retail
conglomerate Friendship (20 stores)
and Orient Home of the Orient
Group with which the American
Home Depot is in talks. Local
competition is heating up as, on
its side, the French Leroy Merlin,
unveiled it would operate 20 stores
over the next pve years.

Women have become im-
portant spenders in Asia-
Pacific.

According to a study by
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MasterCard International, it appears
that women are now considered as
a market by itself. Their personal
spending are estimated at US$ 386
billion in 2004 and likely to jump to
516 billion in 2014.

In Asia-Pacipc, there are 69
working women for every 100 men,
a weaker ratio than in East Asia
where the ratio grows to 87 for every
100 men in Japan, South Korea, Hong
Kong and China.

As concern education, the ratio
of women with graduate studies
in Malaysia is at 78/100 and 132/
100 in Thailand. They spend in
priority to travel for business and
pleasure, forming a new category
of consumer, the¢ traveler-shopper.6
Among this group, the highest
spenders are 59 to 79-year old with
high disposable funds they can
draw from their pensions. There
are many Japanese women traveling
abroad to spend their money. Next
group is formed of 24 to 39-year old
people traveling with their family
and spending highly. Another
emerging group is composed of
three generations : women traveling
with their daughters and even with
their mothers,. It is a growing trend
especially in Japan.

Source : Star Publications

Carrefour sells its wholly-
owned Korean units valued
at $ 1.8 billion.

Among the bidders, local
retailers, Samsung Tesco, 89%
owned by Britainis Tesco, Shinsegae,
Lotte, Wal-Mart. Japanis Aeon
lately joined them to purchase the
32 South Korean operations and 8
development sites.

In the food discount sector
of South Korea, Carrefour trails
Shinsegaels E-Mart, Tescols Home-
Plus and Lotte Mart. As it declared
that it aims to sit among the top three
retailers in any country it operates or
leave, this would be the reason why
it sells its operations. A
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