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Make sure you have your passport.

As the UK retail sector continues to provide the
toughest of challenges for many of the UK’s retailers,
there are a growing number who see the future growth
opportunities beyond these shores. Increasingly, well
known UK retail facias and brands are becoming
a familiar sight in shopping centres and high streets
around the world.

The old adage that ‘the world is a small place’ could not be more
true when it comes to today’s retail sector. Traditional UK brands
such as Debenhams, Marks & Spencer, Primark, Sports Direct,
Mulberry, Burberry and Hamleys have seen the opportunity
to enter the international market and having done so, see
the future expansion into both established and emerging
retail markets as an integral and essential part of their
future growth strategies.

Where are the future opportunities for these retailers, short haul or long
haul? Which stamp should be in the international retailer’s passport?

The answer is a combination of the above and is dependent on

a number of factors including the individual retailer’s target customer,
manufacturing and logistics capabilities, competition, availability of
suitable premises and the level of investment required to start up

in a new country or region.
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The following regions and countries, in our opinion, will ~ ® Moscow and St. Petershurg have traditionally been the target markets for
be amongst the most popular destinations for both UK retailers entering Russia, but for those already established, Russia’s regional
retailers looking to enter the international market for cities will also be attractive as new shopping centre developments come
the rsttime and for those more seasoned travellers: on line and provide new modern retail space on a previously unavailable

scale. The new shopping centre pipeline for Russia in 2013 is estimated

m Central and Eastern European countries such as .
at 1.6 million sq m.

Czech Republic, Poland, Romania and Bulgaria

are in many cases a natural progression for those UK based retailers with plans for future new or continued international
retailers who have previously entered and traded expansion include:

successfully from western Europe especially _

Germany. These countries 0 er opportunities for Debenhams Lush Primark
retailers from both the mid and high end market Hamleys Marks & Spencer Sports Direct
sectors as a result of continued shopping centre Pret a Manger New Look TK Maxx
development; and the traditional high street locations JD Sports

which appeal to those retailers looking for the

agship building in the capital and regional cities. Colliers believes that the number of UK retailers making the decision to expand
beyond these shores, be it via the franchise, joint venture or generic growth route
will continue to increase, in uenced by the growth of the internet as a global
marketing and brand awareness

® Opportunities in the emerging markets of China,
India and Brazil will continue to attract both
mid-market and high-end retailers as the

medium. The success of the ;
spending power of the local population continues maon:ty of UK ?etail brands The new Shoppl ng
O For e LS SRS ety CENETE pipeline for
b N .g . ¢ . PP those who perhaps historically Russia 1n 2013
families in China will increase by 47% by 2020 have been more reluctant . .
(source: Euromonitor). IS esti mated at

make the move. n
® The Middle East will continue to provide expansion 1 6 m
opportunities to the majority of UK based high end L
retailers predominantly through local or regional Sq m
franchise partner agreements. According to the -
Economist Intelligence Unit, retail sales growth in

the Middle East will grow between 3.5% and 3.7%
per annum between now and 2015.
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There was a time when, for historic town planning
and social reasons, the retail and leisure sectors were
distinct and separate, both culturally and physically.
Today’s world however, is very different.

Restaurants, co ee shops and bars are an intrinsic part of every high street, shopping centre and
retail parade. We are all used to stopping for a pizza whilst out shopping, grabbing a co ee on the
way to the 0 ce, or meeting friends for an early evening drink at a light, airy and female friendly
bar. This convergence, where retail meets with leisure, has certainly enhanced the 21st Century
retail experience.

Recently however, there have been two
signi cant developments which suggest
that over the next few years consumers
will experience an even closer integration
between their retail and leisure time.

In recent years, we have seen the emergence

of a new type of low cost, easy access health

and tness gym, many opening 24/7. Operators

such as The Gym and Pure Gym are growing

rapidly, with a no-nonsense approach, and an

o er that includes sophisticated equipment rooms and

a programme of classes/training sessions. However,

they don't have the frills and luxuries of, for example,

a David Lloyd Club, or the space-intensive uses of

swimming pools and tennis courts which are associated

with many traditional health and tness clubs.
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As well as low monthly fees,

and an absence of long term
contracts, the key to the success
of this new breed of club has been
their location in and around town
centres and places of work. Their
growth has, in part, been possible
due to the problems of traditional
High Street occupiers. Many of
these clubs are in space that has
been vacated by retailers, either
because of insolvency or because
of a desire to hold less stock and
‘right size’ their premises. There
is now a viable economic use for
large parts of secondary space and
upper oors, often 10-15,000 sq ft,
and there is the added bonus that
the increased numbers of leisure
users in traditional retail areas expands the time periods during which those
locations have good levels of footfall, bringing new consumers onto those high
streets, and helping to transform neglected elevations of buildings into vibrant
eye catching fagades.

The second and potentially very signi cant development was when the UKs
largest retailer went big game hunting. Tesco’s £48.5 million acquisition of

Gira e Restaurants in March 2013 surprised many from both the retail and food
& beverage sectors and whilst the implementation of the planned roll out of the
casual dining chain has yet to get fully underway, the long term e ect will be
very interesting.
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The idea of a food and drink o er within a retail environment is of course

not new — many supermarkets already have a cafe or co ee shop, and retail
parks often feature a fast food restaurant or two, but where Gira e di ers is
that it is a mid-market brand o ering a menu and experience which is certainly
not fast food.

Tesco talks of growing the Gira e brand from its current 48 locations to
around 150 restaurants, including those within or next to supermarkets and
stand-alone sites. At this scale it would be a signi cant player — with more
outlets than ASK or Zizzi.

Gira e customers will expect a proper dining experience and high levels of
service and food — much more than the traditional canteen style operations
which many supermarkets currently o er. The question on everyone’s lips is
whether food shoppers will be prepared to stop for a meal whilst their frozen
shopping might be thawing out,

and whether non-shopping diners Tesco tal kS Of
will be attracted to a restaurant g FOWi ng the

within or alongside a large, busy -
Glrafte

Gira e is a well-recognised and
popular brand, and the addition of
higher margin revenue streams

is clearly attractive to Tesco, but

for Gira e there is a reputational to around

risk that being identi ed as part ]50

of such a large corporate rather

than an independent restaurant restaurants.

group will alienate some of its
existing customers.
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The strategy of buying
businesses like Giraffe
means Tesco has

an opportunity
to create a

ane
typeo

when it sold a substantial stake to Tesco

Euphorium Bakery attached.
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The Harris + Hoole co ee shop group certainly
received negative comments from some customers

Tesco’s strategy of buying or investing in businesses

like Gira e now means that it has an opportunity to
create a new type of destination/retail park from within
its own portfolio of brands — imagine a Tesco Extra with
a Dobbies Garden Centre, a Gira e, Harris + Hoole and a

It is clear from statements made by Tesco that it sees
Gira e as an important tool in attracting new
customers to some of its larger stores, and

- |
increasing the dwell time once consumers
: ; I I a areonsite.

=

Phillip Clarke, CEO of Tesco, has spoken of his desire to make the company’s
stores more appealing destinations for customers to visit. Retailers in shopping
malls have certainly reaped the bene ts of a good quality food & beverage o er,
with increased dwell time bene tting the other stores. However, trips to centres
like West eld are much more of an ‘occasion’ than doing the weekly food shop;
and Tesco is taking a bold step by trying to replicate this behaviour pattern around
a supermarket. With the rst new Gira e now open at Tesco Extra in Watford, you
can be sure that the retail and restaurant sector is watching carefully, and other
major supermarket groups will be looking for similar opportunities.

If Tesco has got this right, and it can drive customer behaviour patterns in the
direction it appears to want, then we may look back in ve years’ time and
recognise the acquisition of Gira e as the starting point for a whole new series
of opportunities and challenges impacting both the food and beverage and main
stream grocery retail markets. n
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