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MC iuote\ [oepanies issue\ /- profit 
warnings in I+ *()/$ signifi[antlq aZove 
average ^or t`e perio\ an\ well aZove t`e 
,- issue\ in t`e previous iuarter. T`e 
Ziggest iuarterlq rise in profit warnings in 
aleost sip qears `as [oee \ire[tlq a^ter 
one o^ t`e Ziggest ^alls$ reÖe[ting t`e 
unpre\i[taZle e[onoei[ [lieate.

;oepanies [aug`t on t`e wrong si\e o^ 
e[onoei[$ se[tor an\ \igital tren\s an\ 
t`ose w`o la[c t`e finan[ial or operational 
agilitq to a\apt$ are struggling to Zreac 
^ree. An se[tors w`ere it is essential to 
[ontinuallq invest an\ innovate È su[` 
as retail an\ restaurants È t`is stress is 
Ze[oeing in[reasinglq apparent.

Rising gloZal growt` an\ a weacer 
poun\ are still Zoosting epporters. FTSE 
An\ustrial se[tor warnings are at t`eir 
lowest ^or sip qears. :ut$ eanq Zusinesses 
Zesiege\ Zq pri[ing pressures Ze^ore 
:repit$ are also now ^eeling t`e Zrunt o^ 
rising \oeesti[ un[ertaintq an\ in[reasing 
[osts. <igital \isruption a\\s qet eore 
[oepetitive an\ investeent pressure.

Q3 2017

Analysis of 
profit warnings
Assm]\ Zy MC imot]\ [oepani]s

<in]rging 
fortmn]s
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Profit warning highlights
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É9 rise in eultiple warnings reÖe[ts t`e struggle o^ 
soee [oepanies to a\apt.Ê

Economic and sector 
overview
Economic and sector 
overview

Sueeer Zroug`t eore eipe\ ^ortunes ^or MC pl[. T`e e[onoei[ 
^ault lines we previouslq `ig`lig`te\ `ave opene\ ^urt`er$ 
in[reasing t`e [ontrast Zetween a[[elerating overseas earcets 
an\ t`e slowing MC e[onoeq. Gur qo%qo profit warning \ata 
reÖe[ts t`e \i^fi[ulties ^a[e\ Zq [oepanies ^ore[asting in su[` 
unpre\i[taZle tiees. ;oepanies wit` a winning ^oreula will 
[ontinue to t`rive$ Zut t`at ^oreula ceeps [`anging an\ itÌs going 
to get toug`er to ceep up.

Amtmen [`ill
T`e MC e[onoeq reeains in low gear as `ouse`ol\s [ontinue to 
^eel t`e inÖationarq siueere. T`e MCÌs announ[eeent late in t`e 
t`ir\ iuarter t`at it woul\ seec a transitional :repit \eal initiallq 
Zooste\ t`e poun\ È as \i\ `ints o^ an up[oeing rise in interest 
rates. :ut$ on%going un[ertaintq [ontinues to weig` `eavilq on 
sterling È an\ Zq eptension [onsueersÌ wallets. T`e \isposaZle 
in[oee siueere tig`tene\ as inÖation `it +� in SepteeZer wit` 
average wages onlq rising Zq *.)� in t`e t`ree%eont`s to 9ugust. 
Eeploqeent reeains `ig` an\ retail sales `el\ up over t`e 
sueeer3 Zut an in[rease in tourist an\ Ëstaq[ationerÌ nueZers 

Zooste\ t`e figures an\ t`ere are `ints elsew`ere t`at [onfi\en[e 
an\ \is[retionarq spen\ing are [oeing un\er pressure. T`e ^all in 
[ar sales an\ Zig ti[cet itees we saw t`is sueeer o^ten `eral\s 
a wi\er ^all in `ouse`ol\ spen\ing. ;onsueers alwaqs pull out 
t`e stops ^or ;`risteas$ Zut t`eqÌre licelq to \rive an even `ar\er 
Zargain t`is qear.

Epporters are Zenefiting ^roe t`e [oin[i\en[e o^ t`e weac poun\ 
an\ ieproving gloZal growt`. T`e AHS Earcit';AHS pur[`asing 
eanagersÌ in\ep ^or SepteeZer s`ows eanu^a[turing a[tivitq 
eppan\ing ^or t`e ),t` eont` in a row$ wit` growt` in new epport 
Zusiness [lose to a sip%an\%a%`al^ qear `ig`. :ut$ ^or eost$ t`e 
Zenefit is eute\ Zq t`e in[reasing [ost o^ ieporte\ eaterials an\ 
rising [oeeo\itq pri[es. T`e eore \oeinant servi[e se[tor also 
[ontinues to eppan\$ Zut again rising [osts are are a growing issue 
an\ [onfi\en[e in new or\ers is slipping. ;onstru[tion a[tivitq 
is also ^alling. T`e e[onoeq s`oul\ gain eore eoeentue in t`e 
se[on\ `al^ o^ *()0$ i^ t`e in[oee siueere eases an\ an\ i^ :repit 
talcs progress$ li^ting soee o^ t`e un[ertaintq. :ut itÌs going to Ze 
a toug` tiee getting t`ere. T`e EQ ATEE ;luZ Zelieves MC ?<H will 
grow at )./� in *()/ an\ ).,� in *()0. 

 ► MC iuote\ [oepanies issue\ /- warnings in I+ *()/$ *)� 
`ig`er t`an t`e t`ir\%iuarter post%finan[ial [risis average 
o^ .*.

 ► T`e nueZer o^ warnings issue\ in I+ *()/ rose Zq two%t`ir\s 
[oepare\ wit` t`e previous iuarter$ w`en warnings \ippe\ to 
a seven%qear low. 

 ► Hrofit warnings rose Zq )(� qear%on%qear$ wit` t`e eip o^ 
se[tors also [`anging to reÖe[t t`e iepa[t o^ a weacer poun\ 
an\ \ivergen[e Zetween gloZal an\ MC growt`.

 ► T`e FTSE se[tors issuing t`e eost profit warnings in I+ *()/ 
were2 Support Servi[es (),)$ ?eneral Retailers (0)$ So^tware & 
;oeputer Servi[es (-)$ an\ Travel & Leisure (-).

 ► An t`e )* eont`s to t`e en\ o^ I+ *()/$ **� o^ [oepanies in 
FTSE An\ustrials se[tors `ave warne\ [oepare\ to +(� in t`e 
)* eont`s to t`e en\ o^ I+ *()..

 ► FTSE ?eneral RetailersÌ warnings `it t`eir `ig`est t`ir\ iuarter 
total sin[e *((0 in I+ *()/$ wit` +)� o^ t`e se[tor warning in 
t`e qear%to%\ate.

 ► T`e Hoee Aeproveeent Retailers suZ%se[tor a[[ounts ^or 
aleost `al^ o^ retail warnings in t`e last sip eont`s$ an earlq 
warning o^ ^alling [onfi\en[e an\ pressure on \is[retionarq 
spen\. 

 ► Hri[ing an\ [ost pressures are in[reasing$ ^eaturing in *-� o^ 
all profit warnings so ^ar in *()/$ [oepare\ wit` )0� in *().. 

 ► ;apa[itq an\ [ost pressures are espe[iallq apparent in t`e 
FTSE Travel & Leisure se[tor$ wit` a fi^t` o^ [oepanies warning 
in t`e last qear$ in[lu\ing */� o^ iuote\ Restaurants & :ars.

 ► Ceeping up in [oepetitive an\ ^ast eoving earcets is 
[oepoun\ing eargin pressures$ wit` )+� o^ warnings [iting 
uneppe[te\ investeent [osts.

 ► 9 rise in eultiple warnings reÖe[ts t`e struggle to a\apt to 
[`anging [on\itions. An I+ *()/$ ,*� o^ [oepanies warne\ ^or 
at least t`eir se[on\ tiee in t`e last qear.

 ► T`e ee\ian s`are pri[e \rop on t`e \aq o^ warning rose to 
),.+� ^roe )*.-� in t`e previous iuarter an\ t`e average 
^roe )-.1� to )/.+�$ a signal t`at earcets `ave Ze[oee eore 
risc averse.

Changing fortunes

<in]rg]n[]
Gur profit warning \ata `ig`lig`ts a growing \ivi\e Zetween 
se[tors eore eppose\ to \oeesti[ pressures an\ t`ose Zenefiting 
^roe in[reasing growt` in overseas earcets. An\ustrial se[tors 
woul\ seee to Ze t`e greatest Zenefi[iarq$ not bust ^roe t`e 
[urren[q iepa[t o^ :repit Zut also a stea\ier oil pri[e.

H]r[]ntag] of [oepani]s warning in t`] last  
)* eont`s

I+ *()/ I+ *().

>LK= An\mstrials **� +(�

    9erospa[e & <e^en[e )/� ,*�

    ;onstru[tion & Ea[`inerq **� ),�

    Ele[troni[ & Ele[tri[al   
    Engineering )0� -*�

    An\ustrial Ea[`inerq *)� +/�

    An\ustrial Transportation ))� */�

    Support Servi[es *.� */�

 
T`e [lear outliers aeongst in\ustrials are FTSE Support Servi[es 
an\ FTSE ;onstru[tion & Eaterials$ two se[tors t`at weÌve 
`ig`lig`te\ previouslq as `aving signifi[ant \oeesti[ [ontra[t an\ 
pri[ing pressures. T`us$ t`e \ivergen[e weÌre seeing isnÌt as sieple 
is [onsueer vs in\ustrials. T`e Zigger inÖuen[e seees to Ze 

epposure to a \oeesti[ eargin vi[e$ w`ere [oepanies are [aug`t 
Zetween rising [osts an\ pri[ing pressures % o^ten [oepoun\e\ Zq 
stru[tural issues.

K]l][t]\ r]asons for warning 
Her[entage o^ total warnings Zq qear

 

0%

5%

10%

15%

20%

25%

30%

2013 2014 2015 2016 2017

Higher than expected 
investment costs

Regulatory/
legislative changes

Cost/price 
pressures

 
An a\\ition to rising ieport [osts asso[iate\ wit` t`e weacer 
poun\$ MC%Zase\ [oepanies also ^a[e rising wage [osts an\ :repit%
relate\ [`anges in t`e laZour earcet. Eeanw`ile$ te[`nologq is 
provi\ing greater transparen[q ^or [onsueers an\ Zusinesses$ 
a\\ing to t`e pressure on pri[ing. T`is eargin vi[e is tig`tening$ 
as our profit warning \ata illustrates. AtÌs eost oZvious in FTSE 
?eneral Retailers an\ FTSE Travel & Leisure$ w`ere +1� an\ -1� 
o^ warnings `ave [ite\ rising [ost or pri[e pressures respe[tivelq.
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Oarnings as a p]r[]ntag] of >LK= s][tor$ I+ *()/ 

FmeZ]r of 
[oepani]s 

warning

FmeZ]r of 
[oepani]s in 
>LK= s][tor

� of 
[oepani]s 

warning

Construction  
& Eaterials

1 +. +�

Ele[tri[itq 2 10 *(�

Ele[troni[ & Ele[tri[al 
Eiuipeent

1 34 +�

Fipe\ Line 
Tele[oeeuni[ations

1 0 )+�

Foo\ & <rug Retailers 1 11 1�

Foo\ Hro\u[ers 1 24 ,�

?eneral Finan[ial 1 125 )�

?eneral An\ustrials 1 1 ))�

?eneral Retailers 7 55 )+�

Healt` ;are Eiuipeent 
& Servi[es

1 +. +�

House`ol\ ?oo\s 3 31 )(�

An\ustrial Engineering 1 33 +�

An\ustrial 
Transportation

1 )1 -�

Leisure ?oo\s 1 11 1�

Li^e Ansuran[e 0 1 (�

Ee\ia 5 .- 0�

Eining 3 1+ +�

EoZile 
Tele[oeeuni[ations

2 0 *-�

Fonli^e Ansuran[e 1 11 1�

Gil & ?as Hro\u[ers 2 73 +�

Gil Eiuipeent$ 
Servi[es & <istriZution

2 12 )/�

H`area[euti[als  
& :iote[`nologq

4 .0 .�

Real Estate Anvesteent 
& Servi[es

2 .( +�

So^tware & ;oeputer 
Servi[es

4 )(1 ,�

Support Servi[es 11 131 0�

Te[`nologq Har\ware 
& Eiuipeent

2 )1 ))�

Travel & Leisure 5 .0 /�

Lotal no& [oepani]s 
warning

..

Economic and sector overview 
([ontinue\)

Oe eaq see eore ea[ro%pru\ential powers Zeing use\ to eanage 
t`e [re\it [q[le i^ t`e earcet [ontinues to `eat up Ç Zut a rate rise 
sen\s out a stronger signal

K[]nario for][asting
T`e Fe\eral Reserve `as oZviouslq alrea\q starte\ its tig`tening 
[q[le$ Zut$ two eabor [entral Zancs raising rates at t`e saee 
tiee woul\ set a \i^^erent tone in [apital earcets. T`ere is a 
potential s[enario t`at sees a verq gra\ual wit`\rawal o^ support 
in [onbun[tion wit` sustaine\ growt`$ w`i[` woul\ present a 
relativelq Zenign s[enario ^or t`e gloZal e[onoeq. :ut$ t`ere are 
oZviouslq a nueZer o^ geopoliti[al an\ finan[ial riscs Ç in[lu\ing 
:repit un[ertaintq Ç t`at [oul\ eace it a Zuepier ri\e ^or t`e MC. 
9 wi\esprea\ in[rease in MC [orporate \istress is unlicelq w`ilst 
interest rates reeain low3 Zut as `ouse`ol\ in[oees are siueere\ 
an\ wage an\ ieport [osts rise$ we eppe[t to see eore stress Ç 
espe[iallq in se[tors eppose\ to t`e [onsueer$ in[reasing wages 
an\ input [osts an\ [ontra[t un[ertaintq. OeÌre alrea\q seeing a 
stronger ^o[us on [as`$ an earlq sign t`at [oepanies are ^eeling Ç 
or eppe[t to ^eel Ç eore pressure. 

9ltoget`er$ it is going to Ze toug`er to ^ore[ast in t`is 
environeent$ an\ we [oul\ see profit warnings qo%qo again. 
To ieprove t`eir aZilitq to ^ore[ast Ç an\ Öep t`eir plans as 
s[enarios [`ange Ç [oepanies nee\ a [lear un\erstan\ing o^ t`eir 
ZusinessesÌ ceq variaZles an\ [riti[al assueptions. T`is s`oul\ 
allow t`ee to a\apt iui[clq an\ to signal a [lear an\ tieelq [`ange 
in profit gui\an[e w`en t`ese variaZles [`ange. Soeetiees 
[oepanies ^a[e events t`at are Zeqon\ t`e noreal Ç t`e Ëuncnown 
uncnownsÌ3 Zut `aving pro[esses in pla[e to respon\ to [`anges 
provi\es a [lear stru[ture ^or [oepanies to ^ollow an\ to ceep 
investors properlq in^oree\.

An]rag] s`ar] pri[] fall �
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T`e rise in t`e average s`are pri[e ^all on t`e \aq o^ warning `as 
eove\ `ig`er sin[e :repit$ wit` investors Ze[oeing eore risc 
a\verse È un\erlining t`e ieportan[e o^ getting it rig`t.

T`e rise in FTSE ?eneral Retailers profit warnings isnÌt \raeati[ 
È +)� `ave warne\ in t`e qear to t`e en\ o^ I+ *()/ [oepare\ 
wit` */� in t`e qear to I+ *().. :ut$ t`is is against a Za[c\rop o^ 
^alling earnings eppe[tations.

EK;A MC r]tailing 
+e � [`ange in )*e ^orwar\ earnings eppe[tations 
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Eeanw`ile$ t`is eargin pressure is [oepoun\e\ Zq t`e in[reasing 
nee\ to innovate an\ invest. Few figures s`ow investeent \i\nÌt 
stall a^ter :repit an\ Zusiness investeent was still growing in I* 
*()/. :ut t`e *.-� qear%on%qear rise re[or\e\ in t`at iuarter 
is still well Zelow par$ espe[iallq i^ we [onsi\er t`e nee\ ^or a 
post%re[ession [at[`%up or t`e eptra [oepanies nee\ to invest to 
Ze [oepetitive in t`e gloZal \igital earcet pla[e. T`e in[rease in 
[oepanies [iting uneppe[te\lq `ig` investeent [osts in t`eir profit 
warning È \ouZling in t`e last five qears È suggests Zusinesses are 
struggling to Zu\get enoug` ^or t`eir nee\s.

H]r[]ntag] of [oepani]s w`oËn] alr]a\y warn]\ in t`] 
last )* eont`s
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Eore [oepanies eaq Ze using t`e E&9 rat`er t`an t`e R&< route 
to investeent. :ut$ t`e iuestion earc reeains as to w`et`er 
Zusinesses are \oing enoug`. MC pro\u[tivitq levels reeain 
worrqing low wit` Zroa\ iepli[ations ^or wages$ growt` an\ 
governeent spen\ing. OeÌre also seeing eore [oepanies issue 
eultiple warnings. Even wit`in pressure\ se[tors t`ereÌs a gap 
eeerging Zetween [oepanies wit` a winning ^oreula an\ t`ose 
w`o are Zeing le^t Ze`in\ wit`out t`e operational or finan[ial 
[apa[itq to a\apt to rising e[onoei[$ politi[al an\ \igital [`anges 
È w`at we eig`t also [all ËroeZie [oepaniesÌ. AtÌs also ieportant 
to reeeeZer t`at we `avenÌt seen t`e ^ull iepa[t o^ :repit qet$ 
wit` ^urt`er iepli[ations ^or tra\e an\ laZour supplq. ;oepanies 
[urrentlq Zenefiting ^roe rising levels o^ tra\e an\ gloZal growt` 
arenÌt out o^ t`e woo\s qet.

A gloZal sw]]t spot7
Gne o^ t`e eost [onsistent goo\ news stories in *()/ `as Zeen 
gloZal growt`. Fot onlq `as t`e gloZal e[onoeq finallq Zrocen t`e 
[q[le o^ ei\%qear \owngra\es$ Zut ^or t`e first tiee in a \e[a\e 
eabor e[onoeies are growing in unison. T`e AEF `as slig`tlq raise\ 
its outlooc ^or growt` in a\van[e\ e[onoei[s to +..� an\ +./� ^or 
*()/ an\ *()0 respe[tivelq. An eeerging earcets$ t`e AEF `el\ 
its ^ore[ast ^or ,..� ^or *()/ an\ upgra\e\ its ^ore[ast to ,.1� in 
*()0. Mpwar\ revisions in t`e Eurorone$ Bapan$ eeerging 9sia$ 
eeerging Europe$ an\ Russia `ave eore t`an o^^set \ownwar\ 
revisions ^or t`e MS an\ t`e MC.

T`is growt` isnÌt qet reÖe[te\ in o^fi[ial epport figures$ Zut MC 
[oepanies eaqZe using t`e weacer poun\ to in[rease profit rat`er 
t`an sales. 9s weÌve note\$ in\ustrial surveqs in parti[ular `ave 
ieprove\ an\ in\ustrial profit warnings `ave ^allen. MC [oepanies 
`ave also in[rease\ outZoun\ E&9 to a[[ess growt` earcets È 
\espite t`e ^all in sterling È alt`oug` t`is a[tivitq \ippe\ in I+. 
T`is eaq Ze a Zlip or a response to rising riscs. ?eopoliti[al risc 
is arguaZlq at its `ig`est in a \e[a\e. T`ere is in[reasing [on[ern 
over t`e iepa[t o^ populise on poli[q È in[lu\ing t`e regulation 
o^ \eals. T`e AEF `as also soun\e\ t`e alare over rising levels o^ 
\eZt$ wit` private \eZt at pre%[risis levels in t`e ?*( an\ investors 
tacing greater riscs in t`e sear[` ^or qiel\. 

Ant]r]st rat] [onmn\rme
Eoreover$ earcets arenÌt reallq reÖe[ting t`e risc t`at t`e sweet 
spot in gloZal growt`$ lince\ to a perio\ o^ low inÖation an\ 
a[[oeeo\ative eonetarq poli[ies$ eaq Ze [oeing to an en\. 
For aleost a \e[a\e$ eabor [entral Zancs `ave Zeen fig`ting 
low inÖation an\ uneeploqeent using ultra%low interest rates 
an\ iuantitative easing. ?rowt` an\ eeploqeent nueZers are 
stronger3 Zut inÖation reeains low in t`e MS an\ Eurorone$ w`ilst 
MC inÖation is ^ore[ast to \rop Za[c in *()0$ on[e sterlingÌs ^all 
worcs its waq out o^ t`e nueZers. Fone o^ w`i[` suggests rate 
rises s`oul\ Ze ieeinent$ an\ qet MS an\ MC [entral Zancs `ave 
at least Zeen laqing t`e groun\ worc ^or interest rate rises in I,$ 
w`ilst t`e Eurorone is paving t`e waq ^or a[tion in *()0. 

O`q eove now7 ?rowt` reeains a [on[ern$ Zut Zot` t`e :anc o^ 
Englan\ an\ t`e Fe\eral Reserve are [on[erne\ in \i^^erent waqs 
t`at t`eir \ata \oesnÌt reÖe[t t`e true inÖation pi[ture. An t`e MS$ 
t`ere are worries t`at itÌs onlq teeporarq ^a[tors t`atÌs \aepening 
pri[es. An t`e MC$ t`e :anc o^ Englan\ `as in\i[ate\ t`at t`e 
MC e[onoeqÌs [apa[itq to aZsorZ inÖationarq ^or[es `as ^allen. 
?loZalisation an\ \igitalisation `ave [oepli[ate\ eeasureeents 
lince\ to inÖation$ su[` as t`e Ësla[cÌ in t`e e[onoeq.  ;entral 
Zancs eaq also Ze ein\^ul o^ growing \eZt levels an\ ËriscierÌ 
Ze`aviour. 9 re[ent report ^roe [re\it ratings agen[q$ Eoo\qÌs$ 
sai\ t`at Ë[ov%liteÌ was É^ast Ze[oeing t`e new noreal in EuropeÊ. 
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Focus on sectors

>LK= ?]n]ral J]tail]rs 
FTSE ?eneral Retailers issue\ eig`t profit warnings in t`e t`ir\ 
iuarter o^ *()/$ one eore t`an in t`e previous iuarter an\ t`e 
se[torÌs `ig`est t`ir\ iuarter total sin[e *((0. An t`e qear%to%
\ate$ +)� o^ t`e se[tor `as warne\. Re[ent \ata s`ows [onsueers 
Ze[oeing eore \is[rieinating in t`eir spen\ing an\$ as [osts 
rise$ t`e eargin vi[e aroun\ t`e se[tor is [learlq tig`tening. 
T`ese pressures are [reating a eore \ivergent retail pi[ture$ 
epaggerating t`e proZlees o^ t`ose struggling wit` rising [osts 
an\ on t`e wrong si\e o^ se[tor tren\s.

L`] [onsme]r sim]]r] tig`t]ns À
T`e EQ ATEE ;luZ 9utuen Fore[ast un\erlines t`e [onsueer 
siueere. T`eir \ata s`ows soee relie^ t`is sueeer$ wit` real 
`ouse`ol\ \isposaZle in[oee rising Zq ).1� iuarter%on%iuarter in 
I*$ `elpe\ Zq growing nueZers in eeploqeent. Retail sales also 
rose a[ross I+. Fevert`eless$ t`is ieproveeent in real in[oees 
[aee a^ter t`ree su[[essive iuarterlq \e[lines an\ anq respite 
loocs s`ort%live\. ;HA inÖation eove\ aZove +� in SepteeZer$ 
outpa[ing average earnings growt` o^ *.*�. T`e anti[ipate\ rise in 
interest rates È [oeZine\ wit` an eppe[te\ tig`tening in [onsueer 
unse[ure\ len\ing È will onlq a\\ to t`is siueere. 9s a result$ EQ 
ATEE ;luZ eppe[ts [onsueer spen\ing growt` to slow ^roe ).-� in 
*()/ to bust ).)� in *()0. 

Eoreover$ as t`e latest :ritis` Retail ;onsortiue (:R;) surveq 
notes$ eost o^ t`e in[rease in retail sales in t`e last t`ree eont`s 
is \ue to pri[e rises in essentials lice ^oo\ an\ [lot`ing. Foo\ sales 
in[rease\ Zq *.-� on a lice%^or%lice Zasis over t`e t`ree eont`s 
to SepteeZer$ w`ile t`e lice%^or%lice sale o^ non%^oo\ itees rose 
onlq (.-�. Cantar \ata rein^or[es t`is pi[ture$ wit` annual gro[erq 
inÖation at +.*� in t`e )* weecs to 0 G[toZer. Foo\ retailers 
are un\er pri[ing pressure$ Zut in[rease\$ inÖation \riven sales 
appears to Ze [us`ioning t`e iepa[t eore t`an elsew`ere. Hrofit 
warnings in FTSE Foo\ & <rug retailing stan\ at bust one so ^ar in 
*()/ against ^our in t`e first nine eont`s o^ *().. 

To get it rig`t$ retailers nee\ to [reate o^^ers an\ epperien[es 
t`at are trulq personalise\$ [reating a earceting segeent o^ 
bust one. :ut$ bust +(� o^ retailers in our surveq are [urrentlq 
\elivering personalire\ o^^ers$ [oeeuni[ations an\ intera[tions. 
T`ere^ore$ t`ere is signifi[ant potential ^or ieproveeent an\ 
t`is isnÌt soeet`ing retailers nee\ to ta[cle alone. Oorcing wit` 
[oepleeentarq t`ir\ parties [an `elp to leverage episting \ata 
an\ Zring in t`ir\ partq sour[es. :ut [oepanies will nee\ to invest 
an\ it is `ere t`at we see ^urt`er \ivergen[e2 Zetween retailers 
wit` an\ wit`out t`e [apital to innovate an\ [oepete e^^e[tivelq in 
t`ese earcets.

AtËs still all aZomt t`] final [omnt\own�
So$ w`ere \oes all t`is leave t`e FTSE ?eneral Retailers se[tor 
going into t`e vital ^ourt` iuarter7 T`e opportunities an\ stresses 
o^ ;`risteas ten\ to epaggerate t`e gap Zetween t`e winners 
an\ losers. Oe eppe[t ^urt`er profit warnings$ parti[ularlq ^roe 
t`ose w`o are struggling to get on t`e rig`t si\e o^ eabor se[tor 
tren\s or w`o are struggling to get to grips wit` rising [osts. Hal^ 
o^ t`e retailers issuing a profit warning in t`e last qear `ave \one 
so eore t`an on[e. ;onsueers alwaqs fin\ eoneq to spen\ at 
;`risteas$ Zut t`eqÌll Ze \riving a `ar\ Zargain. 

9n in[reasing nueZer o^ retailers are opting out o^ :la[c Fri\aq 
proeotions$ in or\er to prote[t eargin$ \ue to t`e strengt` o^ 
t`eir Zran\ or Zetter eanageeent o^ inventorq. An t`e past$ 
t`ose [oepanies `ave ten\e\ to per^ore Zetter overall2 opting 
out Ze[ause t`eq were per^oreing Zetter an\ per^oreing Zetter 
Ze[ause t`eq opte\ out. :ut$ ^or eanq retailers$ t`ere is a strong 
eppe[tation or nee\ to parti[ipate an\ we eppe[t to see an 
epten\e\ \is[ounting perio\ again involving eabor `ig` street 
naees. 9 longer \is[ounting perio\ eases t`e logisti[al intensitq 
aroun\ t`e eain :la[c Fri\aq weecen\ an\$ i^ [oepanies plan t`eir 
inventorq well$ t`eq [an profit ^roe a prolonge\ Zuqing season. 
:ut$ at t`e saee tiee$ t`is [reates a low pri[e eppe[tation in 
[onsueers t`atÌs toug` to Zreac ^or in\ivi\ual retailers an\ t`e 
se[tor as a w`ole.

Eeanw`ile$ FTSE ?eneral Retailers profit warnings reeain `ig` 
È espe[iallq in \is[retionarq areas. AnÖation in essentials$ lice 
^oo\$ `as eeant t`at [onsueers `ave less to spen\ on eore 
\is[retionarq an\ Zig ti[cet itees È an\ t`eir willingness to spen\ 
on larger itees is also un\er pressure. T`e latest ?^C surveq s`ows 
t`at w`ilst [onsueer [onfi\en[e pi[ce\ up slig`tlq in SepteeZer$ 
it reeains [lose its post%:repit lows an\ [onfi\en[e in personal 
finan[es is slipping. 9ll o^ w`i[` is reÖe[te\ in our profit warning 
\ata$ wit` Hoee Aeproveeent Retailers a[[ounting ^or aleost `al^ 
o^ all FTSE ?eneral Retailers warnings in t`e past sip eont`s an\ 
Spe[ialtq Retailers a[[ounting ^or eost o^ t`e rest. 

À as rising [osts Zit]
T`ere^ore$ on one si\e o^ t`e Ëeargin vi[eÌ we `ave pressure 
on revenues ^roe eore suZ\ue\ an\ \is[rieinating [onsueer 
\eean\ an\ t`e relate\ iepa[t o^ pri[e pressures. 9n\$ on t`e 
ot`er we `ave `ig`er ieport [osts$ t`e Fational Living Oage$ 
rising Zusiness rates an\ t`e in[reasing [ost o^ eulti[`annel 
investeent. An *()/$ +1� o^ FTSE ?eneral Retailers profit 
warnings [ite\ rising [ost or pri[e pressures$ well aZove t`e rising 
average o^ *-� an\ last qearÌs total o^ ),�. T`ereÌs no sense o^ 
t`ese pressures letting up in t`e near tere. T`e poun\ reeains 
weac an\ volatile. RetailersÌ pre%re^eren\ue [urren[q `e\ges$ 
w`i[` at least partlq [us`ione\ t`e iepa[ts o^ t`e poun\Ìs s`arp 
\e[line$ `ave all Zut now eppire\. 

An response$ retailers are loocing ^or new approa[`es$ in[lu\ing 
t`e use o^ a\van[e\ \ata analqti[s to eace eore in^oree\ 
\e[isions aZout pri[ing$ sto[c [ontrol an\ t`eir store estate È 
an\ to ieprove loqaltq. T`is eig`t seee a slig`tlq ol\%^as`ione\ 
[on[ept$ given t`e iepa[t o^ \igital \isruption on [ustoeer 
Ze`aviour$ ^or epaeple in pri[e transparen[q. Gur re[ent surveq 
on t`e topi[ s`ows t`at bust -� o^ retailers t`inc t`eir [ustoeers 
reeain loqal. :ut$ aleost all retailers (0/�) Zelieve a loqaltq 
strategq is [riti[al to t`eir Zusiness su[[ess an\ .-� Zelieve t`eir 
loqal [ustoeers a[[ount ^or eore sales an\ profit. 

>LK= Lran]l � D]ismr]
Oe last ^eature\ t`e FTSE Travel & Leisure se[tor in I) *()/$ 
w`en it issue\ eig`t warnings È eiualling t`e post%finan[ial [risis 
`ig` set in I* *().. Sin[e t`en$ t`e se[tor as a w`ole `as ^are\ 
slig`tlq Zetter$ wit` its warnings `alving to ^our in I*$ e\ging 
Za[c up to five in I+. :ut$ all toget`er$ one%fi^t` o^ all FTSE Travel 
& Leisure [oepanies `ave warne\ in t`e past qear an\ weÌve 
seen a suZstantial in[rease in warnings ^roe t`e Restaurants 
& :ars se[tor$ w`ilst airline ^ailures `ave put t`e se[tor Za[c in 
t`e spotlig`t. 

An Zot` [ases$ t`e Ziggest issues are t`e iepa[t o^ oversupplq 
an\ rising [osts on Zusinesses t`at are alrea\q struggling wit` 
t`in eargins. An *()/$ aleost .(� o^ FTSE Travel & Leisure profit 
warnings `ave [ite\ rising over`ea\s an\ pri[ing pressures È up 
^roe )(� in *()..

L]sting r]sili]n[]
T`e FTSE Travel & Leisure se[tor `as s`owe\ [ontinuing resilien[e 
in re[ent qears$ [ontinuing to Zenefit ^roe [onsueersÌ ten\en[q 
to prioritise spen\ing on epperien[es. :ut wit` real in[oees 
siueere\$ [an t`is resilien[e Ze sustaine\7 T`e [oepetition ^or a 
s`rincing pool o^ \isposaZle in[oee is `eating up an\ t`e pi[ture 
a[ross t`e se[tor is loocing eore eipe\. T`e latest Nisa ;onsueer 
Spen\ing An\ep s`ows overall [onsueer spen\ing on tra[c in 
*()/ to `it its lowest level in ^our qears. House`ol\ eppen\iture 
\roppe\ (.+� qear%on%qear in SepteeZer$ t`e ^ourt` eont` in t`e 
last five to see a \e[line. T`e goo\ news is t`at spen\ing at `otels$ 
Zars an\ restaurants is Zu[cing t`e tren\ È up +.-� an\ Zettering 
last qearÌs growt` rate o^ *..� È Zut spen\ing on re[reation an\ 
[ulture \e[line\ at its ^astest rate sin[e *()+. 

>LK= ?]n]ral J]tail]rs

FTSE ?eneral Retailers profit warnings Total no. profit warnings (RHS)
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>LK= Lran]l � D]ismr]

FTSE Travel & Leisure profit warnings Total no. profit warnings (RHS)
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>LK= s][tor Lmrnon]r Zan\ Don\on Ei\lan\s'
=ast Anglia

Fort` 
O]st

Komt` 
=ast

Komt` 
O]st'Oal]s

Qorcs`ir]'
Fort` =ast

K[otlan\ 
an\ FA

?ran\ 
total

;onstru[tion & Eaterials �*()eÇ�)Zn 2 2

Ele[tri[itq over �)Zn 1 1 2

Ele[troni[ & Ele[tri[al eiuipeent under £200m 1 1

Fipe\ Line Tele[oeeuni[ations under £200m 1 1

Foo\ & <rug Retailers under £200m 1 1

Foo\ Hro\u[ers under £200m 2 2

?eneral Finan[ial over �)Zn 1 1

?eneral An\ustrials under £200m 1 1

?eneral Retailers under £200m 1 2 3

�*()eÇ�)Zn 1 1 2 4

over �)Zn 1 1

Healt` ;are Eiuipeent & Servi[es �*()eÇ�)Zn 1 1

House`ol\ ?oo\s under £200m 2 1 3

over �)Zn 1 1

An\ustrial Engineering under £200m 1 1

An\ustrial Transportation �*()eÇ�)Zn 2 2

Leisure ?oo\s under £200m 1 1

Ee\ia under £200m 3 1 4

over �)Zn 1 1

Eining under £200m 2 2

�*()eÇ�)Zn 1 1

EoZile Tele[oeeuni[ations under £200m 2 2

Fonli^e Ansuran[e �*()eÇ�)Zn 1 1

Gil & ?as Hro\u[ers under £200m 1 1

£201mÇ�)Zn 1 1

Gil Eiuipeent$ Servi[es & <istriZution under £200m 1 1

£201mÇ�)Zn 1 1

H`area[euti[als & :iote[`nologq under £200m 2 2

£201mÇ�)Zn 1 1

over �)Zn 1 1

Real Estate Anvesteent & Servi[es under £200m 1 1 2

So^tware & ;oeputer Servi[es under £200m 2 2 4

£201mÇ�)Zn 1 1

Support Servi[es under £200m 2 1 4 7

£201mÇ�)Zn 3 1 3

over �)Zn 2 1 3

Te[`nologq Har\ware & Eiuipeent under £200m 1 1

£201mÇ�)Zn 1 1

Travel & Leisure under £200m 2 1 3

over �)Zn 1 1 2

?ran\ total */ 1 4 ). * ), + /-

Focus on sectors 
([ontinue\)

Q3 2017 — by sector,  
size and region

So t`ere is greater pressure on t`e Ëepperien[e e[onoeqÌ$ Zut it
seees t`at eating out isnÌt qet soeet`ing t`at MC [onsueers are
prepare\ to ^orgo. T`e se[tor is also Zenefiting ^roe t`e inÖup o^
overseas tourists an\ Ëstaq[ationersÌ$ t`e positive Öip%si\e o^ t`e
^alling poun\. So$ w`q `ave two%t`ir\s o^ FTSE Travel & Leisure
profit warnings [oee ^roe t`e Restaurants & :ar suZ%se[tor in
t`e last sip eont`s7 9s weÌve seen in retail$ overall \eean\ is onlq
part o^ t`e eiuation.

?lorioms foo\7
T`e restaurant se[tor is$ at least partiallq$ a vi[tie o^ its own
su[[ess. Resilient [onsueer spen\ing in t`e [asual \ining se[tor
in parti[ular `as en[ourage\ suZstantial new investeent È
parti[ularlq ^roe private eiuitq È an\ provi\e\ an in[entive ^or
entrants to s[ale up episting [on[epts. T`us$ t`e earcet is ^a[ing
over%[apa[itq w`en itÌs also ^a[ing a triple%w`aeeq o^ [ost
`ea\win\s. Firstlq$ \ue to t`e in[rease in wage [osts owing to t`e
intro\u[tion o^ t`e Fational Living Oage È wit` t`e potential ^or
^urt`er \isruption ^roe :repit. Se[on\lq$ \ue to t`e in[rease in
Zusiness rates. 9n\ t`ir\lq$ ^roe t`e weac poun\ eacing ieporte\
raw eaterials eore eppensive. T`e in[rease\ inÖuen[e o^ online
\eliverq servi[es a\\s ^urt`er [oepli[ation È an\ [osts È wit`
Zusinesses tqpi[allq paqing up to an\ Zeqon\ )-� in [oeeission.

Restaurant \eean\ s`oul\ reeain strong in t`e long tere. Tig`tlq%
run Zusinesses t`at ceep t`eir [osts un\er [ontrol will Ze well%
pla[e\ to ri\e out t`is toug` spot an\ Zenefit ^roe anq re\u[tion
in [apa[itq. :ut$ se[tor e[onoei[s eace ^urt`er restru[turing
inevitaZle. ?roups wit` `ig` operating leverage an\ `eavq
\eZts will [ontinue struggle È espe[iallq w`en t`ere is a lieite\
[`an[e o^ respite or options availaZle ^or Zusinesses to regroup.
Raising pri[es isnÌt an option in a [oepetitive earcet$ w`ilst
\riving voluees t`roug` \is[ounting eeans giving awaq alrea\q
t`in eargins. ;uts to ingre\ients or sta^^ risc \aeaging iualitq.
Hropertq [osts are generallq fipe\ an\ toug` to renegotiate.
:usinesses [aug`t in a Zin\ will fin\ it toug` to get out.

>lying t`romg` tmrZml]n[]
Eeanw`ile$ itÌs also Zeen a eipe\ *()/ ^or t`e travel se[tor.
<oeesti[ groups `ave Zroa\lq Zenefite\ ^roe a rise in MC tourise
an\ Ëstaq[ationsÌ$ alZeit wit` t`is Zenefit soeew`at o^^set Zq t`e
[ost an\ wage issues weÌve seen elsew`ere. T`e Lon\on terrorist
atta[cs `ave also e^^e[te\ Zusinesses in t`e [apital. :ut$ t`e travel
se[tor ^eeling t`e eost pressure is un\ouZte\lq airlines$ w`ere
t`ree warnings in t`e first iuarter were a portent o^ trouZle to
[oee. 9 nueZer o^ airlines `ave sin[e file\ ^or insolven[q aei\
^urt`er reports o^ \istress.

Fun\aeentallq$ t`e airline se[tor is struggling wit` low eargins. 
Eost o^ t`e value in t`e e[osqstee goes not to t`e airlines 
t`eeselves$ Zut to t`ose owning te[`nologq an\ assets$ in[lu\ing 
t`ose leasing planes$ t`e airports an\ eaintenan[e [oepanies. 
To\aq$ airlinesÌ lieite\ s`are o^ t`e pie is Zeing sli[e\ even 
t`inner \ue to t`e iepa[t o^ over[apa[itq an\ suZseiuent pri[ing 
pressures$ espe[iallq on s`ort%`aul routes. AtÌs a situation t`atÌs 
Zeen epa[erZate\ Zq t`e [onsoli\ation o^ passenger tra^fi[ awaq 
^roe Fort` 9^ri[an \estinations an\ Turceq towar\s Sout`ern 
Europe$ \ue to se[uritq ^ears t`ere. T`is `as a\\e\ eptra 
pressure to [`arter Öig`ts$ w`ere t`e [oepetition on Spanis` 
routes is parti[ularlq intense. T`e oil pri[e is still relativelq low$ 
Zut ^or airlines Zuqing in sterling t`e weac poun\ `as a\\e\ an 
a\\itional [ost.

T`e [an[elle\ fig`ts o^ t`e last eont` `ave `elpe\ to re\u[e 
over[apa[itq an\ le\ to a Zrie^ surge in Zusiness ^or ot`er airlines 
as t`eq pi[c up t`e reZooce\ ^ares. Scqs[anner$ a [oeparison 
site ^or low%[ost air ^ares$ reports an average *+� in[rease in t`e 
pri[e o^ last%einute Öig`ts to Europe in G[toZer. At eppe[ts to see 
in[rease\ \eean\ ^or Öig`ts È parti[ularlq to Spanis` airports È to 
pus` pri[es up aZove seasonal nores until Banuarq or FeZruarq 
nept qear. T`is s`oul\ ease t`e s`ort%tere pressure. An t`e longer%
tere$ :repit reeains a [ontinuing [on[ern wit` airlines positioning 
in [ase t`e MC leaves t`e EM wit`out a Zilateral agreeeent. :ut$ 
our eain eppe[tation is t`at regulatorq [`allenges will Ze resolve\ 
an\ t`e MC will licelq reeain an ieportant `uZ ^or Zot` s`ort% an\ 
long%`aul Öig`ts. 

A Zigg]r sli[] of t`] pi]
So$ itÌs not all Za\ news. :ut$ w`ilst MC [onsueers inten\ to ceep 
spen\ing$ [oepanies a[ross t`e se[tor will nee\ to worc `ar\er 
to [apture a \ieinis`ing pot o^ MC \isposaZle in[oee$ to [ontrol 
[osts as eargins are siueere\ Zq in[reasing over`ea\s an\ to 
a\apt to [`anging earcets. AtÌs going to Ze toug`er t`an Ze^ore. An 
a turZulent earcet$ [oepanies t`at eanage to tap into [onsueersÌ 
\esire ^or a^^or\aZle lupurq$ \evelop engaging [on[epts an\ 
eeZra[e innovation to [onne[t to [ustoeers \ire[tlq s`oul\ 
[apture a Zigger sli[e o^ t`e pie. T`is is \i^fi[ult ^or [oepanies to 
a[`ieve$ i^ t`eq are starting ^roe a [apital [onstraine\ position. 
T`ere^ore$ we also eppe[t to see [onsoli\ation pi[c up as weacer 
[oepanies ^ail an\ stronger [oepanies looc to [apture earcet 
s`are an\ re\u[e [osts.

Focus on sectors 
([ontinue\)
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Number and percentage of warning companies  
by turnover and region, 2011–Q3 2017

FmeZ]r an\ p]r[]ntag] of warning [oepani]s Zy tmrnon]r$ *())ÆI+ *()/ FmeZ]r an\ p]r[]ntag] of warning [oepani]s Zy r]gion$ *())ÆI+ *()/

Lmrnon]r Zan\

Mn\]r �*((en �*()enÆ�)Zn Gn]r �)Zn Lotal

*())

I) 45 .(� )0 *,� 12 ).� 75 )((�

I* 40 .+� 1 ),� 15 *+� ., )((�

I+ 37 /+� 11 **� 3 .� 51 )((�

I, 53 .(� 24 */� 11 )+� 00 )((�

*()*

I) +1 -+� )1 *.� 15 *)� 73 )((�

I* 37 .*� ). */� 7 )*� .( )((�

I+ 35 -)� 21 +)� 12 )0� .0 )((�

I, 42 ,1� *0 ++� ). )1� 0. )((�

*()+

I) 43 .(� )1 *.� 10 ),� 72 )((�

I* 33 .+� 12 *(� 1 )/� 54 )((�

I+ 42 //� 0 )+� . ))� -. )((�

I, 35 ,0� 20 */� )0 *-� 73 )((�

*(),

I) 34 ,.� 22 +(� )0 *,� 74 )((�

I* 41 .-� 11 )/� 11 )/� .+ )((�

I+ +1 -/� 13 )1� 17 *-� .1 )((�

I, -1 .+� 15 ).� )1 *(� 1+ )((�

*()-

I) 43 -.� 22 *1� 12 ).� 77 )((�

I* +0 ./� 13 *+� . ))� 57 100�

I+ 42 -+� 22 *0� 15 )1� /1 )((�

I, ,1 ,1� *0 *0� 23 *+� 100 )((�

*().

I) 43 -.� 22 *1� 12 21� /. )((�

I* +0 -0� 15 *+� 13 *(� .. )((�

I+ 45 ..� ). *,� 7 )(� .0 )((�

I, 37 -)� 20 */� ). **� 73 )((�

*()/

I) 40 -+� 14 )1� 21 *0� 75 )((�

I* *1 .,� 1 *(� 7 ).� 45 )((�

I+               	 	  43               -/� )1 *-� 13 )/� 75            )((�

,%y]ar an]rag]                       41 -/� 17 *,� 14 *(� 73 )((�

F.:.2 Figures are to t`e nearest w`ole nueZer. Totals eaq a\\ up to slig`tlq aZove or Zelow )((�.

J]gion

Don\on Ei\lan\s' 
=ast Anglia

Fort` O]st K[otlan\ 
an\ FA

Komt` =ast Komt` O]st' 
Oal]s

Qorcs`ir]' 
Fort` =ast

Lotal

*())

I) 22 *1� 10 )+� 0 ))� 2 +� 24 +*� 2 +� 7 1� 75 )((�

I* 15 *+� 4 .� . 1� 2 +� 15 *+� 11 )/� 11 )/� ., )((�

I+ 21 ,)� 5 )(� 2 ,� 2 ,� 10 *(� 5 )(� . )*� 51 )((�

I, 20 *+� 1 **� 0 1� 1 )� )0 *(� 1 )(� 13 )-� 00 )((�

*()*

I) 21 *1� 3 )0� 5 /� 5 /� 17 *+� 5 /� 7 )(� 73 )((�

I* 13 **� 7 )*� 7 )*� 5 0� 15 *-� 3 -� 10 )/� .( )((�

I+ 20 *1� 12 )0� 0 )*� 4 .� 14 *)� 5 /� 5 /� .0 )((�

I, 34 ,(� 10 )*� 7 0� 5 .� )0 *)� 0 1� 4 -� 0. )((�

*()+

I) 22 +)� 11 )-� 10 ),� 2 +� 11 )-� 7 )(� 1 )+� 72 )((�

I* ). +(� 5 1� 4 /� 7 )+� ). +(� 2 ,� 4 /� 54 )((�

I+ )1 +,� 10 )0� 2 ,� 3 -� 10 )0� 5 1� 7 )+� -. )((�

I, )1 *.� . 0� 4 -� 0 ))� 22 +(� 1 )*� 5 /� 73 )((�

*(),

I) *. +-� 1 )*� 5 /� 3 ,� 13 )0� 1 )*� 1 )*� 74 )((�

I* 17 */� 0 )+� 4 .� 3 -� 14 **� . )(� 11 )/� .+ )((�

I+ *. +0� 1 )+� 1 )� 5 /� )0 *.� 7 )(� 3 ,� .1 )((�

I, *1 +)� 12 )+� 7 0� 4 ,� 23 *-� 11 )*� 7 0� 1+ )((�

*()-

I) 31 40� . 0� 0 10� 3 4� ). 21� 7 1� . 0� 77 )((�

I* 21 +/� 1 ).� . ))� 4 /� 10 )0� 3 -� 4 /� 57 )((�

I+ *. ++� 1 ))� 3 ,� . 0� )0 *+� 11 ),� . 0� /1 )((�

I,  35 +-� 11 ))� 5 -� 7 /� 21 *)� 10 )(� 11 ))� 100 )((�

*().

I) 23 37� ). 21� 5 /� 1 12� 1 12� 4 5� 5 7� /. )((�

I* 22 33� . 1� 4 .� 2 3� 21 32� 4 .� 7 11� .. )((�

I+ 20 *1� 7 )(� 0 )*� 3 ,� )0 *.� 4 .� 0 )*� .0 )((�

I, 23 +*� 10 ),� 11 )-� 5 /� 14 )1� . 0� 4 -� 73 )((�

*()/

I) 23 +)� 12 ).� 11 )-� 5 /� 13 )/� 1 )*� 2 +� 75 )((�

I* 12 */� 1 *� 10 **� 2 ,� 0 )0� 7 ).� 5 ))� 45 )((�

I+ 27 +.� 1 )*� 4 -� 3 ,� ). *)� 2 +� 14 )1� 75 )((�

,%y]ar 
an]rag] 24 +.� 1 )*� . -� 5 ,� ). *(� 7 ,� 7 )1� 73 )((�



About EY
EQ is a gloZal lea\er in assuran[e$ tap$ transa[tion an\ a\visorq 
servi[es. T`e insig`ts an\ iualitq servi[es we \eliver `elp Zuil\ trust 
an\ [onfi\en[e in t`e [apital earcets an\ in e[onoeies t`e worl\ 
over. Oe \evelop outstan\ing lea\ers w`o teae to \eliver on our 
proeises to all o^ our stace`ol\ers. An so \oing$ we plaq a [riti[al role 
in Zuil\ing a Zetter worcing worl\ ^or our people$ ^or our [lients an\ 
^or our [oeeunities.

EQ re^ers to t`e gloZal organiration$ an\ eaq re^er to one or eore$ o^ 
t`e eeeZer fires o^ Ernst & Qoung ?loZal Lieite\$ ea[` o^ w`i[` is 
a separate legal entitq. Ernst & Qoung ?loZal Lieite\$ a MC [oepanq 
lieite\ Zq guarantee$ \oes not provi\e servi[es to [lients. For eore 
in^oreation aZout our organiration$ please visit eq.[oe.

About EY’s Transaction Advisory Services
How qou eanage qour [apital agen\a to\aq will \efine qour 
[oepetitive position toeorrow. Oe worc wit` [lients to [reate so[ial 
an\ e[onoei[ value Zq `elping t`ee eace Zetter$ eore in^oree\ 
\e[isions aZout strategi[allq eanaging [apital an\ transa[tions in ^ast 
[`anging%earcets. O`et`er qouÌre preserving$ optieiring$ raising or 
investing [apital$ EQÌs Transa[tion 9\visorq Servi[es [oeZine a uniiue 
set o^ scills$ insig`t an\ epperien[e to \eliver ^o[use\ a\vi[e. Oe 
`elp qou \rive [oepetitive a\vantage an\ in[rease\ returns t`roug` 
ieprove\ \e[isions a[ross all aspe[ts o^ qour [apital agen\a.

Ernst & Qoung LLH
T`e MC ^ire Ernst & Qoung LLH is a lieite\ liaZilitq partners`ip registere\ in Englan\ 
an\ Oales wit` registere\ nueZer G;+(((() an\ is a eeeZer ^ire o^ Ernst & Qoung 
?loZal Lieite\.

Ernst & Qoung LLH$ ) Eore Lon\on Hla[e$ Lon\on$ SE) *9F.

¡ *()/ Ernst & Qoung LLH. HuZlis`e\ in t`e MC.  
9ll Rig`ts Reserve\.

E< Fone

EQ%((((,(/)0%().in\\ (MC) )(')/. 9rtworc Zq ;reative Servi[es ?roup Lon\on.

An line wit` EQÌs [oeeiteent to einieise its iepa[t on t`e environeent$  
t`is \o[ueent `as Zeen printe\ on paper wit` a `ig` re[q[le\ [ontent.

An^oreation in t`is puZli[ation is inten\e\ to provi\e onlq a general outline o^ t`e suZbe[ts 
[overe\. At s`oul\ neit`er Ze regar\e\ as [oepre`ensive nor su^^i[ient ^or eacing 
\e[isions$ nor s`oul\ it Ze use\ in pla[e o^ pro^essional a\vi[e. Ernst & Qoung LLH a[[epts 
no responsiZilitq ^or anq loss arising ^roe anq a[tion tacen or not tacen Zq anqone using 
t`is eaterial.
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