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The State of the Retall Industry

Moderator:
Jeff Bloomberg Office of the Chairman,

Gordon Brothers Group

Panelists:

Meredith Adler Managing Director and Head of Retail
Equity Research, Barclays Capital

Matt Fassler Managing Director and Co-head of Retail
Equity Research, Goldman Sachs

Susan Lewis Retail Analyst and Retail Portfolio Manager,
Carlson Capital

Gary Balter Managing Director and Senior Retail Equity
Analyst, Credit Suisse 2



Retail Outlook

* Macro environment very challenging, net negative
fundamentals

* Holiday sales dismal

 Comparable-store sales outlook grim

* Inventory levels questionable, driving promotions
 Downward 4Q guidance revisions prevalent

* FYO9 visibility limited

* Ratings actions significant and negative

» Default rates remain historically low, but rising

* Vendor financing is contracting, putting added pressure on
retailers

* No new issue supply (bank/bond), except potential higher
quality refinancing/bank restructuring

e Equity valuations of retailers have given up all gains of the
past five years

Source: Barclays Capital



Retail Headwinds

=
The Macro Environment is Negative

The Macro Environment is Negative

December
2001.0 2002.0 2003.0 2004.0 2005.0 2006.0 2007.0 Latest

Willingness to Spend
Consumer Confidence (1985=100) 94.6 80.7 98.8 102.7 103.8 110.0 90.6 38.6
Consumer Sentiment (1966=100) 88.8 86.7 92.6 97.1 91.5 91.7 75.5 60.1

Ability to Spend

Income
Real Disposable Income (% y-0-y) 1.7 2.5 4.3 6.6 -1.6 2.9 1.8 1.6
Continuing Jobless Claims (000’s) 3489.0 3477.0 3275.0 2666.0 2638.0 2410.0 2690.0 4776.0
Unemployment Rate (%) 5.7 6.0 5.7 5.4 4.9 4.5 5.0 7.2
Gasoline Prices ($/gallon) 11 15 15 1.8 2.2 2.4 3.1 19
Mtge Refis. (MBA VREFI Index) 1285.0 4549.0 1644.0 1701.0 1363.0 1640.0 1621.0 3374.0
Wealth
Household Net Worth ($tr, eop) 41.3 39.6 44.6 48.5 57.4 61.6 62.2 56.5
Ratio of Household Assets to Liabilities 6.1 5s 5.6 5.5 5.4 5.6 5.3 4.9
Median Home Sale Price (% y-0-y) 9.7 7.5 8.2 8.6 104 0.0 -6.0 -15.3
Savings Rate (%) 1.1 0.5 1.2 3.7 -0.3 -1.4 0.0 2.8

Source: Bureau of Labor Statistics, Federal Reserve and Barclays Capital Estimates



Willingness to Spend

Source: The Conference Board



Ability to Spend — Labor Market

Real Disposable Income Growth - 1990 to Present
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