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Economic growth in countries of
Eastern Europe and former Soviet
Union is expected to slowdown
over the next pve years as foreign
investments will level off according
to the ERBD (European Bank for
Reconstruction and Development).
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Czech Republic 5.5%
Russia 55
Poland 4.5
Hungary 4.2
Ukraine 1.2

Source : EBRD projections

The Bank says that economy
of the 27 countries in which it is
investing will grow an average of
5.3% this year compared with 5.6% in
2005 and 6.7% in 2004. As for the next
pve years, from 2007, annual growth
will average 4.5% as inyow of foreign
direct investments, historically high
those past years, will be limited. In
fact, they reached the total of $ 55.6
billion in 2005 compared with $ 25.6
billion in 2000. But, according to
forecast, foreign direct investments
will fall to $ 44.7 billion in 2006.

Now, while worldis emerging
markets have enjoyed from this high
capital inyow, rising interest rates
in the U.S, in the euro zone and a
similar prospect in Japan, those past
times has led to a capital outyow
from some countries.

A report published by the
American  Group Institute for
International Finance forecasts that
Foreign Direct Investments in the
equity markets of Eastern Europe
would increase within the next two
years to $ 14.7 billion in 2006 and
9 billion in 2007 compared with 4
billion in 2005.

This inyow is an expansion
important vehicle for the eight
European countries, which joined
the E.U in 2004. FDI grew from $ 8.2
billion in 2003 to 22.7 billion in 2004
and 28 billion in 2005. One of their
challenges consists in generating a
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sufpcient growth in the sectors of
economy not controlled by foreign
investors. The Czech Republic,
Hungary, Slovakia and Poland are
expected to join the E.U before the
end of the decade or soon after. But
some countries have depcit budgets
exceeding the 3% limit of GDP, one
of the criteria necessary to enter the
euro zone.

In the short term, ERBD estimates
that budget depcits of some countries
will still wide : in Hungary, it should
increase from 6.1% to 6.2%, in the
Czech Republic from 3.2% to 3.9%,
in Poland from 2.9% to 3.2% and in
Slovakia from 3% to 3.5%, pushing
them still away from the euro
adoption.

Despite the continuous rise of
oil and gas, ERBD expects that the
Russian economy will slowdown
this year, growing by 5.5% from 6.4%
in 2005 and 7.1% in 2004. It thinks
that other regions of the former
Soviet Union will register among
the worldis highest growth rates.
Azerbaijan registered a 26.4% GDP
growth in 2005 and expects 25% in
2006. Kazakhstan expects 8.5% from
9.4% in 2004 and Turkmenistan
10.6% from 9.6% in 2005.

In all, the Bank plans a slower
growth in the former Soviet Union,
excluding the Baltic States, t0 5.7% in
2006 compared with 6.6% in 2005 and
8.0% in 2004. However, it estimates
that growth in Southeast Europe
will grow to an average of 4.8% from
4.5% in 2005. It is said that the region
benepts from an improvement in
trade and investments with E.U,
led by Romania, where growth is
expected to grow by 5% from 4% in
2005.
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The technology enables to scan
goods automatically without human

help. A case, a pallet, a reused =
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(RIFD...)

container, even a single item, is
read through an electronic reader
equipped with two antennas. All
tags can be read in one single time
but in order to spare time and
efpciency, they must correspond to
the retaileris information systems
and all item characteristics must be
reliable.

The result is an accurate and
automatic item identipcation in real
time, at any stage in the supply chain
without human intervention and
this immediate visibility facilitates
management. Thanks to it, the yow
to answer to changing needs can be
changed and redirected.

According to a survey sponsored
by NCR and conducted by Retail
Systems Alert Group, the adoption
rate is moving at a modest pace.
Human and technical reasons such
as costs and reliability continue

slowing down its integration.
However the process is on.
It appears that :

- retailers are far behind manu-
facturers in the system adoption.
9% only of retailers who answered
to the survey have an RFID-
implementation timeline,

-44% of manufacturers have un-
derstood the opportunity. Even if
few retailers declare a timeline for
implementation, those who are
concerned declare investing more
than in 2005,

-according to the survey conclusions,
manufacturers are concentrating on
a product line of 1 to 50 products
rather than on a broader range as it
was the case in 2005.

In spite of many challenges
prospects are positive. The awareness
level of the system among top
managements has highly improved.
In addition,
surveyed

chain over the next years, making
it totally transparent: trucks,
stores, departments and containers
will be visible up to the smallest
item to increase sales, cut costs
and improve risk management.

Very few retail companies are
reported testing the process : Wal-
Mart in the U.S, Metro and Rewe
in  Germany... Metro is testing
the program in its Stores of the
Future. Rewe has started testing
it in a warehouse in Germany
(Norderstedt). On its side, Wal-
Mart has insisted on its top 100
suppliers from January 2005 to use
it for cases, pallet while dispatching
merchandise to 3 warehouses in
Texas... Other retailers continue
studying the system...
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Some people like shopping
and others hate it like Americans
according to a survey by ACNielsen.
In fact, 74% of the worldis
consumers admitting that shopping
is a recreation are to be found in the
Asia-Pacipc region.

68% of Americans declare that
they go shopping only when they
donit really need anything while
purchasers of the Asia-Pacipc region
do it 84% of their time. This region
includes nine of the top ten largest
markets for recreational shopping.
ACNielsen notes that oWith the
emergence of a new middle class
and new opportunities for spending
in many developing markets in Asia,
it is understandable that there is a
huge enthusiasm in those regions
about shopping...0

Shopping considered as a leisure
is popular everywhere worldwide
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persons are well Top 10 recreational markets Top worst markets**

. Hong Kong 93% Czech Republic 50%
con-sciousofthe Indonesia 93 Austria 44
advantages that sjnganore 90 Hungary 43
their prms can ["south Korea 89 Portugal 42
draw from the [Philippines 88 Spain 41
system during [ Malaysia 88 Denmark 36
the prst pve [ Thailand 86 Norway 35
years of its im- [ UAE 84 Poland 35
plementation. China 84 United Kingdom 34

In fact, this | Taiwan 83 Brazil 34
new technolo- *combined percentage of respondents who shop ofor something to do 0

gy can basically
modify the glo-
bal supply
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month,

twice a week or more, once a week, once a month, or less than once a
** percentage saying they never shop unless it is necessary
According to ACNielsen
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and more than 50% of consumers
buy just to do something in all 42
surveyed markets. Latin America
is strong. Europeans do not like
shopping and 9 of the top 10 markets,
which admit going shopping only

when it is necessary, are to be found =2

in Europe.
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The Dutch subsidiary of the
French Casino sells its 223 Edah
supermarkets for G 221 million
to a consortium led by two food
wholesalers in the Netherlands,
Sligro Food Group and Sperwer
Holding. Contracts of Edah
franchisees will be maintained.

The second step will see Laurus
selling 12 Konmar supermarkets
to the retailer Jumbo for O 23
million, 23 Konmar to Dutch
Ahold for 110 million and 6 more
to Aholdis Schuitema subsidiary.
Six more are still to be sold.

Laurus will now concentrate
on its supermarket chain Super
de Boer...
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The retailer entered the
country in the second half of the
Nineties. Since 2001, competition
has reinforced in Poland when
Kauyand appeared (Lidl &
Schwarz Group).

Kauyand now operates 67
small hypermarkets of 3,700 sq.
m average GLA compared with
10,700 sgq.m for a G®ant, which
helps it to generate a faster return
on investment. Casino same-store
sales in Poland fell 5.4% last year
and 2.3% in the prst quarter.

In addition, Casino goes
on divesting of its assets and
sells its 38% stake in car service
centre chain Feu Vert to French
Monnoyeur, already owner of
the remaining 62%, for O 89.5
million.

Feu Vert runs 377 car service
centres including 300 in France,
70 in Spain, 6 in Poland and 1 in
Portugal and has consolidated




(Consumers worldwide...)

The link between recreational
shopping and personal revenues is
not clear as 44% of consumers of the
Asia-Pacipc region have announced
that their revenues were onot so
goodo or obadé compared with 36%
only of the Americans. Meanwhile,
70% of the American shoppers

sales of O 425 million. Its
contribution to Casino net propt
was O 3 million last year&
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Two stores are already closed
in D¢sseldorf and Sigmaringen.
This announcement was made in
the German press...
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0000000000100 JP Corry, Barugel
Azulay and Vera Meseguer prms.

JP Corry is a leading business
in the sale of building materials in
North Ireland (22 stores, O 142.8
million in sales). Barugel Azulay
is the largest retailer in sanitary-
tiling-kitchen equipment in the
State of Buenos Aires (Argentina)
with 12 stores. Spanish prm Vera
Meseguer operates 3 agencies in
the Murcia area (O 42 million in
sales)...
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A master franchise agreement
was signed with Megashin,
one of the 3 largest Russian
pneumatic wholesalers. Through
this agreement, Point S, present
in 10 European countries, will be
introduced in Russia. On its side,
Point S Russia will benept from
the know-how of Megashina,
which runs 18 logistic platforms
and sells its production to one
thousand independent stores. In
the medium term, Point S Russia
is expected to operate 250 stores.

Megashina is setting up its
own Point S retail network and
will propose its sign to its retail

customers...

consider their food shopping as oa
necessary routine6 and 14% hate
buying their clothes.
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The sale of PPRis subsidiary,
France-Printemps, includes 26 de-
partment stores among which the
yagship in Paris boulevard Hauss-
mann, 6 French afpliated in France, 6
franchises in Japan and Saudi Arabia
and a project in Toulouse, south of
France, due to open over 2009/10.

Sales of Printemps department
stores was O 752 million in 2005, a
4% decline, and operating propt was
26 million, up 11.8%. Since 2001, the
division had revamped all its stores,
investing O 30 million a year, to
focus on fashion, luxury and beauty.

First department store Au
Printemps was opened in 1865
by Jules Jaluzot in Paris. Fran-ois
Pinault bought the chain from the
Swiss families Maus and Nordmann
in November 1991.

PPR Group is now focusing
on luxury items, a very proptable
activity, and retail chains in
electronics (Fnac), furniture (Confo-
rama) and mail-order ca-talogue
Redcats. It started its new strategy
in 2004 through the acquisition of
Gucci for 0 7.2 billion and the sale of
electrical materials Rexel to a private
fund consortium.

La Rinascente, Italyls largest
department store chain, was founded
in 1865 by Ferdinand Bocconi. In
1917, it was bought by the Borletti
family, which sold it in 1970 to the
Fiat/Agnelli Group to buy it again in
2005, joining its forces with RREEF,
the real estate-investment fund of
Deutsche Asset Management, a
subsidiary of Deutsche Bank. Last
year, it had sales of O 950 million
including 365 million from the 18
department stores and 585 million
from the Upim variety stores.

If the deal goes through, it
will give birth to a new European
department store Group with 32
units in France and in Italy and sales
of over O 1 billion.
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The Paris store, owned by LVMH
Louis Vuitton Moet Hennessy
Group, shut June 15 last year for
renovations to safety standards,
will re open late 2011. Of this site
of 82,000 sq.m, 45,000 sg.m will be
dedicated to home and decor and
La Samaritaine will cover 10,000
sg.m only compared with 30,000
sg.m before. The whole site will also
include several shops, a 3,000 sq.m
spa, restaurants, ofpces and social
accommodations. In all, 1,400 jobs
are expected to be created.

Renovation will cost appro-
ximately G 200 million. 180 million
were already included in the 2005
accounts of the owner LVMH Group
to close the site, save employment
and equipment destocking. Of the
1,500 employees, 680 worked for the
brand concessions. A solution was
found for more than half of the 725
employees of La Samaritaine, others
have been hired by le Bon March@,
another Groupis department store,
180 left to retire, 315 are still to be
placed.

La Samaritaine closure and
employees departure led to a 20%-
fall of fashion retailer Zara activity,
located next to the site, and Go Sport
moved two miles away.

French Ernest Cognacq asked
Belgian architect Frantz Jourdain to
build La Samaritaine between 1905
and 1910 in the Art D@co style. In
2001, LVMH, owner of the high-end
department store Bon March® on the
Left Bank, bought it. In the past pve
years, it invested around G 50 million
($ 60 million) at current exchange, to
revamp its image.
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French independent Group of
retailers E.Leclerc opened its prst
parapharmacies in France in 1988
to sell health and beauty products,
natural cosmetics and organic food,
in all, 4,000 to 6,000 items at 15 to
20% cheaper than in traditional
pharmacies...

Currently, 91 parapharmacies are
in operation in the shopping galleries

of French Leclerc hypermarkets and =
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