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Gaming drives growth in ailing market...
Over the last 10 years there has been an explosion in the

volume of electricals goods owned by a typical UK household. 8 Key Retailers Profiled
They have enthusiastically bought each wave of new technology,
rewarding specialist and non-specialist retailers alike. But after

years of feast the new product pipeline is running dry and retailers Game
are having to work much harder to achieve sales. The pressure on
retailers is made all the more acute by the sudden downturn in UK Jessops
consumer demand.

John Lewis

This new report published by Verdict Research analyses
key UK electricals retailers in-depth, providing market shares,
market sizes and forecasts for the full year in 2008. It also Tesco

details important measures for benchmarking and forecasting

including key operating statistics and distribution channels.

Benchmark the performance of the UK electricals market and understand the key issues and
drivers of the market and the strategies needed to succeed with this new report...

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

Price inflation/deflation in total retail and electricals
1998-2008e
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"High levels of price deflation are endemic in

the electricals sector. The majority of new products
are introduced at high price points to maximise the
profitability from early adopters, who are willing to
pay more to obtain these cutting edge technologies.
As volume supply starts and manufacturers aim to
penetrate the market, prices quickly fall..."

proposition, marketing and operations analysis and
market outlook and five year trends in market share,
sales, profits, sales densities, space allocation, space
growth and store portfolios.

Benchmark your competitive strategies against
those of the leading UK electricals retailers using
the company profiles contained in this report for
Argos, Asda, Comet, DSGi, Game, Jessops,

John Lewis and Tesco.

Assess the growth potential and the challenges
facing the key electricals retailers with this reports
in-depth analysis of market drivers, key issues and
outlook.

Develop more effective strategic responses

using this report’s actionable recommendations for
how retailers must cope with the changing electricals
retail market.
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2008

This report answers key questions including...

What are the key drivers of growth in the UK electricals
retailing market?

e How fast are online sales of electricals growing?

*  Which sub-sectors have outperformed the UK electricals
market in 2008 and which have struggled?

e How should UK electricals retailers respond to the downturn
in consumer confidence?

* What are the prospects for non-specialist retailers
in electricals?

Key Category Data 2003/08e

Audio-visual
Information processing equipment
Games consoles & software
Photographic goods
Large white goods
Small white goods

Telecoms

Key issues examined in this report...

Advantages and challenges facing
Best Buy in the UK

Advantages | | Challenges

Exceptional levels of Limited site availability
‘cuslomer service ;iﬁ make organic growih

Significant levels of
dissafisfaction hlhﬂ . High cost of land
exisiing elecirical compared with North
retaders
Knowledge and research = Weak market conditions.
inde LIKC miarkel

+ Koy competnors raising
Strong own brand range their game

Timing = potential fo
iAo & recovering ma;

Source: UK Electricals Retailers 2008

"On 8 May 2008, Best Buy, a leading North
American electricals specialist, bought a 50.0%
share of the Carphone Warehouse’s retail
business. Best Buy's move followed two years of
collaboration. Carphone Warehouse has assisted
Best Buy with its specialist in-store mobile phone
offer in the US while Best Buy has returned the
favour, introducing its after-sales support service, the
Geek Squad to Carphone’s European stores..."

New Competition. Unlike many British retailers

‘Best Buy' is respected for its high quality service, which
it believes is becoming more important than price or
convenience to customers. ‘Best Buy' also uses a truly
customer centric ethos to deliver on service with staff
motivated through team rewards rather than individual
commissions. Another ‘Best Buy’ asset is the strength of
its private labels — its Insignia brand is the biggest selling
TV brand in the world. As such it puts pressure on other
retailers to improve their service credentials.

Multichannel Retailing. The development of
multichannel operations is a key tactic for physical
electricals specialists to serve customer demands more
effectively. The need to do this is given added urgency
by the launch of direct multichannel non-food services
by Tesco and Asda.

Specialists’ margins. Faced with a bleak outlook for
demand and rising operating costs, cost reduction
programmes have become an ever more important focus
for electricals specialists. The issue for them is how to
achieve cost savings while at the same time delivering an
improved customer experience in an intensely
competitive market.
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Chapter 4: Outlook - Technology Pipeline Dries Up

e Over the last three years, the pipeline of new technologies has been very strong with many significant advances
in the audio-visual, gaming and personal computer
sector. These new products have been a main driver of

robust growth rates in the electricals sector. These Figure 13: Pipeline of new technologies
products can provide a stimulus to encourage customers 2005-2010
to replace their older products. These new products may -+ Windows Vista
. .. . * iPhane
also serve a need such as capitalising on newly available - PlayStation 3
services to obtain higher quality results and to generate - Blu-ray and HD-DVD - New Hi-Speed CPU chips
. . = Digital Camera Boom + New Windows
time or energy Sav|ngs_ = iPod Nano, Shuffie & Video cperaling system
+ Flat panel TV
1 1 1 1 1 1 *MacBook * Qrganic Light
* However, in 2008, this pipeline has substantially dried WL Emifin O
. . o[ . . . £
up with no significant advances in electricals. Instead, x““‘im i i
there have only been marginal upgrades of existing }__ }__ __{
2005 (= 2006 2007 2008 2010

technologies such as larger screens on HD-TVs and

Source: UK Electricals Retailers 2008

larger capacity games consoles & MP3 players. This,

combined with customers being more careful with their
money, has left all of the non-gaming sectors of the
electricals market struggling to achieve value growth.

e Currently, the main driver behind buying electricals is replacing products as the need arises. Even then, the focus
is often squarely on price with consumers needing to be persuaded to trade up to premium products. Having
spent heavily on consumer electronics in recent years, consumers are waiting for the next wave of technologies
to come through and for economic conditions to improve before committing to further electricals purchases.

* Therefore a key question is when will the next wave of new technologies hit the market? Verdict believe that the
electricals pipeline will regain its strength towards the end of 2009 and the start of 2010. While some new
technologies will be released before then, they will not have the same 'must have’ allure of the technology
launches of recent years and in a tough market will have their price points eroded more quickly than previously.

* One of the most promising product launches will be Organic Light Emitting Diode (OLED) TVs, which will feature
even flatter screens and lower energy consumption. Also, the launch of the new Microsoft Windows operating
system due in early 2010 will stimulate demand for more powerful computers that can run the system.

* With economic conditions beginning to improve by 2010, price may not be the overriding consideration when
buying electricals. Other aspects such as energy efficiency and aesthetics will play a bigger role in the purchasing
decision. Environmentally friendly white goods may be a particular growth area as customers’ concerns about the
environment and rising utility bills could stimulate demand for such products.

- 62 -
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