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UK Retail Futures 2012: Sector Summary

This report answers key questions including...

e How fast will the retail market grow over the next 5 years?

* How severe will the impact of the credit crunch and weakness

in the housing market be on the retail sector?

e \What should retailers do to drive footfall to their stores and
increase transaction sizes?

Key Market Data

Forecasts for whole of UK retail for
consumer spending on retail, store sales,
store numbers, space, sales densities with a
summary breakdown by channel.

Market value & growth, inflation 1997-2007 with
annual forecasts to 2012 for 10 retail sectors

e What change will there be in sales densities as retailers take a Summary growth rates & commentary

more cautious approach to space expansion?

* How quickly will online retail sales grow and how will this affect

sales through stores?

for 73 categories.

Key macroeconomic forecasts that will shape
retail demand over the next 5 years.

Key issues examined in this report...

Retail's share of consumer spending has been in

long term decline as consumers direct a greater
proportion of their spending to
non-retail categories...

Retail spending as % of total consumer spending
1997-2007 and forecast to 2012

Source: UK Retail Futures 2012: Sector Summary

"In part this reflects the higher cost of housing which has °
consumed a greater share of householders’ disposable
income as they have taken out larger mortgages to fund
the purchase of ever more expensive homes. It also reflects
consumers spending more on a raft of services which
because they are labour intensive and difficult to outsource

to lower cost countries, are more prone to inflation..."

Health & beauty will be the strongest performer over
the next 5 years, with spending rising by 26.9%. In the
process its share of total UK spending will rise from 5.5% to
6.1%. A key reason for this is that health & beauty is less
exposed to financial concerns than most retail categories,
with many items frequently considered core rather than
discretionary purchases and strong brand loyalty.

Food & grocery will have the second highest growth
rate, boosted by much higher inflation. Inflation in the
sector will average at 2.7% over the next 5 years, well above
the 1.5% of 2002-07, driven in the short term by poor
harvests and high commodity price inflation (particularly on
grain) and in the longer term by the higher proportion of
land being used for biofuels.

Space growth at specialists will help to lift consumer
spending on clothing & footwear. The completion of many
new retail developments will allow specialists to open stores
at a faster rate than previously, with larger units enabling
them to accommodate a comprehensive offer in many more
locations. The focus on new space means that clothing and
footwear specialists’ space will grow faster than that of any
other type of retailer over the forecast period.
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Chapter 5: UK RETAILING FORECASTS

Retail Spending

UK retailing forecasts summary

* Retail expenditure will rise 16.3% over the next five 2007-2012 - Retail Spending

years, 0.8 points faster than in 2002-07. The main driver
of this growth will be higher inflation when this is
stripped from the growth rate, the underlying increase at
constant prices is 14.4%, much slower than over the last
five years. Of the £45.7bn increase over the forecast
period, £29.8bn will be spent online and only £16.7bn Coaw e ;e oz oz

Source: UK Retail Futures 2012: Sector Summary
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via tills in-store.

Retail Inflation / Deflation

UK retailing forecasts summary

¢ |Inflation will be a key feature of retail over the forecast 2007-2012 - Retail Inflation / Deflation

period particularly in the short term. Price pressures are
most acute in food, reflecting sharp rises in farm gate
prices and the higher cost of energy. Higher mineral ' /\\
prices and output constraints in China will limit the scope :

for continuing deflation in non-food categories.

-1.0
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Source: UK Retail Futures 2012: Sector Summary

Space
. . . UK retailing forecasts summary
* Retail space will grow faster over the next five years, due 2007-2012 - Space
largely to a boom in city centre shopping centre
openings. There will also be significant expansion in the
quantity of out-of-town floor space of grocers. However :
the migration of retail spending online will increasingly : /\
throw the viability of more marginal schemes into doubt .
as the forecast period progresses, reducing the rate of

2007 2008 2009 2010 2011 2012

space growth.

Source: UK Retail Futures 2012: Sector Summary
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