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Sportswear holds back market growth...
Though the UK sportswear market has disappointed, the other
major market constituents (sports/outdoor equipment and
bicycles) are still performing relatively robustly. While consumers Key Retailers profiled
are concerned about their finances and the wider UK economy in
general, spending on many items of sports/outdoor equipment JJB Sports
and bicycles is relatively easy to justify as a cost-effective form of
entertainment and benefiting physical health. For some bicycle JD Sports Fashion
shoppers there are added financial benefits through lower
transport costs. Sports Direct International

This new report published by Verdict Research provides Halfords
detailed insight and analysis into the sports market. Market
splits are provided and forecasts to 2013 help to provide a real 12 smaller sport specialists
understanding of the market dynamics. The key issues facing

the market are identified and analysed to provide an overview
of the opportunities and threats facing the market.

Benchmark the performance of the UK sports retail market and understand the key issues and drivers
of growth, while gaining insight into the strategies needed to succeed with this new report...

* Quantify key retail trends and future opportunities
using this report’s key company profiles detailing retail

Sportswear share of total clothing proposition, marketing and operations analysis, market

& footy ket-2003-2008e e outlook and five year trends in market share, sales,
profits, sales densities, space allocation, space growth

and store portfolios.

e Benchmark your competitive strategies using the
company profiles contained in this report for key
retailers including JJB Sports, JD Sports Fashion,
Sports Direct International, Halfords and 12 smaller

Source: UK Sports Retail 2008 Spor‘t Specia | iStS.

"In the face of financial pressures and concerns,
men are more likely than women to cut back

on clothing & footwear expenditure. Given that
the majority of their sales are male discretionary in-depth analysis of market drivers, key issues and

e Assess the growth potential and the challenges
facing the key sports retailers with this report’s

purchases, the Top Three sportswear retailers are outlook.
relatively vulnerable to economic deterioration,

though it is worth noting that teen male spending

e Enhance strategies to capitalise on market

should be more resilient than mature spend..." o ’ )
opportunities with analysis of market trends,

operators’ development plans, trading performance

and Verdict's outlook and recommendations for each
retailer.
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This report answers key questions including...

* What are the key strategic issues facing UK sports retailers?

Key Retail Data

e Which retailers will be driving UK sports growth over the
next 5 years? Market forecasts to 2013

*  What will be the value of the sports market in 2013? 2003-2008e market shares

* What can UK outdoor specialists do to raise their game in Five years" historical sales data
the face of increasing competition?
9 P Store numbers

* How should UK sports clothing retailers defend their share? Retailer sales per store

* What impact will key sporting events, including the London

Olympics 2012, have on the UK sports retail market?

Key issues examined in this report...

* Government Initiatives. One of the most recent
opportunities created by the government has been tax

incentives for purchasing new bikes, (part of the Green

Sports goods category shares 2003 & 2008e

Transport Plan). Consumers can save around 50% of the
cost of a bike through unique tax and national insurance
savings. The government's aim is to encourage people

to use more environmentally friendly forms of transport.

* Sporting Events. The Olympics, World Cup and the
Ashes stimulate interest, creating seasonal peaks and

troughs throughout the year. During major sporting

Source: UK Sports Retail 2008

events, sales of associated merchandise can increase

"Though sports clothing and footwear have quite dramatically and provide major stimulus for
grown over the last five years, by 4.7% and consumers. Festivals, though more confined in the
4.9% respectively, their share of the sports ranges they benefit can lead to significant increases
goods market has fallen. Clothing in particular
has dropped from 35.2% of sports goods sales
in 2003 to an estimated 32.9% in 2008..."

in demand during the Summer.

® Credit Crunch. Though not unique to the sports
market, the credit crunch has and will continue to have
a profound impact on consumer behaviour in all markets.
With the banking sector in crisis and the UK on the verge

of recession, consumers are taking a far more cautious
approach to spending.
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Pages 205 Figures 52 Tables 103

Chapter 2: Market Analysis
Sportswear (clothing & footwear) to 2013

* Verdict anticipate that sportswear trading will continue

Figure 9: Forecast consumer expenditure growth

to be tough through 2009 as men in particular cut back by sports good category 2008-2013

on non-essential spending, including purchases of
sports-casual clothing and footwear. This should ease
off in 2010 with the World Cup stimulating sporting
interest and sales of replica kit. However, Verdict expect
wide availability and fierce price competition on replica
kits for the UK's national teams to limit margins on these
items so retailers will need to focus on encouraging
additional sales while customers are instore to gain
profits rather than just revenues.

Source: UK Sports Retail 2008

e Verdict anticipate another boost to the market in 2012
with the London Olympics and Euro 2012 generating
interest in a wide cross-section of sporting activities and keeping fit in general. Overall Verdict forecast similar
growth rates for sports clothing and sports footwear between 2008 and 2013 at 14.7% and 13.8% respectively,
though Verdict expect clothing to have particularly strong peaks around key events, driven by replica kit sales
and favourable sports-inspired fashion trends.

* However, Verdict expect sports specific clothing and performancewear to outperform sports casualwear in 2009
since purchases are less discretionary. As a performance based product, consumers are more likely to spend on
product that they need e.g. football boots than items such as Nike branded t-shirts that are almost purely for
casual or fashion purposes and thus more discretionary.

e Verdict also expect own brand product to play a bigger role during 2009 as customers trade down to typically
cheaper product in the face of adverse market conditions particularly in casualwear. Retailers are also likely to
show a propensity towards own brand, which typically commands higher margins, as they face rising costs from
fuel and energy.

e That said, retailers cannot cut back too much on branded product particularly performancewear due to its less
discretionary nature. Also, the own brand casualwear market is more competitive with an oversupply of product
from fashion based clothing retailers such as Primark and therefore maintaining an authoritative collection of
branded sportswear will help sportswear retailers maintain a strong point of difference.

-53-

THINK RETAIL THINK VERDICT www.verdict.co.uk



Table of contents

UK Sports Retail 2008: Sportswear holds back market growth...

CHAPTER 1: EXECUTIVE SUMMARY
e Key Findings
e Main Conclusions

CHAPTER 2: MARKET ANALYSIS
e Overview
® Expenditure Analysis by Category
e Sportswear Expenditure
e Sports Clothing Expenditure
® Sports Footwear Expenditure
e Sports/Outdoor Equipment Expenditure
- Sports/Outdoor Equipment Segments
- Golf Equipment Expenditure
- Fitness Equipment Expenditure
- Camping Equipment Expenditure
- Fishing Equipment Expenditure
- Balls Expenditure
- Skates Expenditure
- Water Sports Equipment Expenditure
- Rackets Expenditure
- Other Sports Equipment Expenditure
e Bicycles Expenditure
e Channels of Distribution
- Non-specialists Sports Propositions
- Clothing and Sports Specialists
- Grocers
® Market Forecasts to 2013
- All Sports Goods
® Sportswear (clothing & footwear) to 2013
- Sports Clothing
- Sports Footwear
- Sports/Outdoor Equipment
- Bicycles

CHAPTER 3: COMPANY DATA ANALYSIS

e Sports Goods Market Shares

®  Winners & Losers in Sports Goods Market Share
® Top Three Sportswear Retailers

e Key Operating Statistics

e Store Performance

e Space Allocation

* Advertising Media Expenditure

CHAPTER 4: STRATEGIC ISSUES
e External Factors

- Government Initiatives

- Brands & Fashion

- Events

- Credit Crunch

- Lifestyle Trends

- Weather

- Costs

Threats and Opportunities by Market Segment
Sportswear (Clothing and Footwear)

- Competition from the value clothing sector

- Replica Football Kits

- Sports Direct and JJB Fail to Innovate

- JD Sports Continues to Innovate and differentiate
Outdoor

- Encroachment of Grocers

- Seasonal Opportunities

- Grocers Fuel Deflation

- Price Competition

- Outdoor Specialists

- Smaller Specialists — Differentiation is Key

- Strategies to Counter Intensifying Competition

- Differentiation

- Convenience

- Niche Focus

Bicycles

- Opportunities for Growth and Outperformance Remain
- Green Concerns/Government Incentives

- Recession Friendly

- Health Trends

- Sporting Events Encourage Participation

- Defendable Segment: Non-specialists Make Little Headway
- Wide Appeal

- Market Remains Favourable, but Threats Exist

CHAPTER 5: HALFORDS

Company Overview & Market Share
Trading Record

Store Portfolio

Retail Proposition

Management, Marketing & Operations
Outlook

CHAPTER 6: JD SPORTS FASHION

Company Overview & Market Shares
Store Portfolio

Retail Proposition

Space Allocation

Management, Marketing & Operations
Outlook

CHAPTER 7: JJB SPORTS

Company Overview & Market Shares
Trading Record

Store Portfolio

Retail Proposition

Space Allocation

Management, Marketing & Operations
Outlook

THINK RETAIL THINK VERDICT

www.verdict.co.uk



Table of contents
UK Sports Retail 2008: Sportswear holds back market growth...

CHAPTER 8: SPORTS DIRECT INTERNATIONAL

Company Overview
Market Shares
Trading Performance
Store Portfolio
Outlook

CHAPTER 9: SMALLER SPORT SPECIALISTS

Overview

American Golf Discount Centre
Blacks Leisure Group
Cotswold Outdoor
Decathlon

Ellis Brigham

Evans Cycles

Foot Locker
Intersport

M and M Direct
Nevada Bob's Golf
Snow and Rock
Trespass

CHAPTER 10: GLOSSARY

Financial Statistics — VAT
Trading Profile

Key Operating Ratios
Physical Development
Abbreviations

TABLES

Sports goods market definition 2008

Total consumer expenditure 1998-2008e & forecast total
consumer expenditure 2008-13

- Sports goods

- Sportswear

- Sports clothing

- Sports footwear

- Sports/outdoor equipment

- Bicycles

Estimated consumer expenditure sports/outdoor equipment
by segment 2007-08e

Estimated consumer expenditure 2003-08e
- Golf equipment

- Fitness equipment

- Camping equipment

- Fishing equipment

- Balls

- Skates

- Water sports equipment

- Rackets

- Other sports equipment

Channels of distribution by type of retailer 2007-08
Sports proposition 2008

- Adidas

- Amazon

- Argos

- Asda

- eBay

- Fenwick

- Harrods

- House of Fraser

- John Lewis

- Marks & Spencer

- Nike

- Shop Direct Group

- Tesco

Leading sports goods & top 3 sportswear retailers market
shares 2003-08e

Sports goods retailers key UK operating statistics 2007/08
Sports goods space allocation 2008

Leading sports retailers advertising media expenditure total
2003-07 & by media type 2007

FIGURES

Price inflation/deflation in total retail & sports goods
1998-2008e

Sports clothing growth compared to all clothing 2003-08e
Sports footwear growth compared with total footwear market
2003-08e

Total retail market share 2003-08e, consumer spend & Y-o-Y
growth 2003-13

- Sports goods

- Sports clothing

- Sports footwear

- Sportswear

- Sports/outdoor equipment

- Bicycles

Forecast consumer expenditure growth by sports good
category 2008-13

Winners & losers in sports goods market share 2008e vs 2007
UK sales densities of Top 3 sportswear retailers 2006/07 &
2007/08

UK space growth vs UK sales growth of Top 3 sportswear
retailers 2007/08 vs 2006/07

Average UK sales per store 2007/08

External factors for sports retailers 2009

Threats & opportunities in the UK sports market 2009
Grocers impact on outdoor sports market 2009

Leading outdoor specialists sales growth 2004-08e
Outdoor specialists strategies 2009

Growth opportunities in the bicycle market 2009

THINK RETAIL THINK VERDICT

www.verdict.co.uk



Fax to: +44 20 7900 6688

VERDICT

or scan and email to marketing@verdict.co.uk

www.verdict.co.uk

THINK RETAIL THINK VERDICT

| would like to order the following report(s):

Please enter the title of the report(s) below*

*Please refer to our website www.verdict.co.uk for up-to-date prices

Please circle your currency

Complete your contact details:
Title: Mr/Mrs/Ms First Name

Last Name

Job Title

Company

Address

Complete your payment details:
Please indicate your preferred currency option: D UKE D EURE D Us$

Total value of my order is

[ 1 will forward a check payable to Verdict Research Limited

[[] Please invoice my company (please complete invoice address below)
D I would like to pay by bank transfer (email address required)

[[] Please debit my credit/charge card: @Amex VSR Visa : Mastercard

Cardholder/invoice address

City State/Province

Country Post Code/ZIP

Email Address

Telephone Number

Fax Number

ALL FORMS MUST HAVE A SIGNATURE TO CONFIRM YOUR ORDER:

Cardholder Name

Card No

Expiry Date /

Cardholder/invoicee Signature

EU companies (except UK) must supply VAT / BTW / MOMS / MWST / IVA / FPA number :

Signature
Purchase Order Number (if required)
By completing this form you agree that the data in the form will be used for the purpose of processing your order. We may
How to contact us: Web Order also use your data to keep you informed of Verdicts' products and services. As an international organization, Verdict may

Verdict Research Limited, 119 Farringdon Road, London,
EC1R 3DA, United Kingdom.

M marketing@verdict.co.uk 'ﬂ' +44 (0) 20 7551 9750

need to process your data internationally, including in countries which do not have data protection laws, or which have
standards lower than the European Union. Verdict, however, seeks to protect your personal data. You have a right to see and
correct your data by writing to us. Sometimes a fee is payable. For queries about this contact retail@verdict.co.uk.

Please tick the relevant box(es) if you would not like Verdict to contact you by:

[J Post [J Email [J Fax [  Phone

Occasionally, our client list is made available to other companies for carefully selected correspondence. Please check here if
you do not wish to receive such correspondence by:

[J Post [] Email

This order is subject to our standard terms and conditions, a copy of which is available on request.

Registered Office: Verdict Research Limited, Mortimer House, 37-41 Mortimer Street, London, W1T 3JH, United Kingdom

UK Registered Number: 1813905





