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70% retailers say slowdown has adversely affected footfalls:
KPMG study

Mumbai, 31°" March, 2009: After a splendid growth for last 5 years, India’s retail sector has
started to lose its steam. Retailers are trying their best to combat this slowdown through constant
promotional offers and deep discounts. Falling footfalls and poor conversion ratio has lead to a
decline in sales growth to 11 percent in December 2008 compared to 35 percent in December
2007. In a survey conducted by KPMG, 70 percent of the respondents stated that the slowdown
has adversely affected their footfalls. All these were captured in a study released by KPMG titled-

‘Indian Retail: Time to change lanes’.

The report looks at the changing contours of the retail industry and examines the drivers which
are likely to have an impact across categories. Factors like renegotiating rentals, store
rationalization, working capital management, regionalization, cost optimization and manpower
resizing are some of the key Top of Mind (TOM) issues for retailers in the current context. KPMG
has focused on how these drivers are affecting various players across the retail value chain and

suggested strategies that could help them cope with the situation.
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“Slowing sales resulting in lower inventory turnover and increasing working capital requirements
to fuel growth have resulted in liquidity pressures for many domestic retailers. Companies have
been trying to reduce the inventory and shorten working capital cycles,” said Ramesh Srinivas,

National Industry Director — Consumer Markets, KPMG in India.

Additionally, KPMG survey also revealed that while attracting the customers was one of the top
concerns of the retailers, investment in consumer research was not amongst one of their top
priorities. KPMG believes that companies that invest in CRM and consumer research analytics

would stand to gain against those who take customers for granted.
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