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Retail development in Eastern Europe
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Share of modern retail formats in
Eastern Europe
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International retailers in Eastern
Europe
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MAP OF EUROPE
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Internet use in 2007/
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Internet use growth 2001 - 2008

Austria 121,4%
Belgium 156,0%
Germany 110,9%
N’lands 177,1%
Romania 517,5%
Russia 664,5%
Slovakia 284,6%
Slovenia 263,3%
Ukraine 2.539,1% (!)
Croatia 625,6%
CZ Rep. 410,0%
Hungary 326,6%

Poland 307,1%



Development prognosis

2004 2005 2006 2007 2006 2009 2010

In the next 3 years promising developmnet 10-40 % GfK



Online in Distance selling

Total B2C distant sales close to 150 billion Euro;
Over 25 billion postal items per annum;
On average over 35% telephone orders;

Internet sales have tripled in some countries, now between 7 and 30%
of total B2C distance sales, according to the internet maturity of the
market;

7 out of 10 of the most popular sites are traditional companies (mail
order, retail);



Western/Eastern Europe
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Eastern Europe - facts

350 Million Consumers

20 Countries

30 Languages

24 Legislations

32 Ethnic Groups

Rapidly changing political situation on local markets
Demanding bureaucracy

Large gaps between living standards



The most important economic data
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E commerce and CCE countries

Consumers understand the value of
targeted information and show their
interest in getting more of it

Central and Eastern European people
have a positive attitude towards E
commerce

Consumers have expectations for services
that are still not being met

Overall DM response rates are increasing

DM in Central and Eastern Europe grows
vearly in the two-digit area.



Criteria for companies entering the CEE
market

Market size

Level of economic wealth

Economic growth rate

Legal conditions

Consumption habits

Development of DM

Reliably delivery service (cost and quality)
Response rate

Availability of addresses

Reliable payment service



Good news

1. Economic growth has been 3-6 % over the last 5 years.

2. There has been an annual increase of the population’s
income rate of 10-20 %.




Bad news

The average economic growth rate has been 1-2 %
over the last 5 years.

The income rate of the population has hardly grown
over the last couple of years.




Why Eastern Europe?

Right in front of your entrance door, a huge market
with 350 m. consumers is waiting for you.

In Eastern Europe, up to 70 % of the real income is
spent on consumer goods.

Markets in Eastern Europe are still far from saturation.

Eastern European inhabitants have a positive attitude
towards Direct Marketing.



Focusing on three main regions

1. Central Europe
- Poland

- Czech Republic
- Slovakia
- Hungary

2. Ex-UdSSR
countries

- Russia

- Ukraine

etc.

3. South-Eastern
Europe
- Ex-Yugoslavian countries
- Romania
- Bulgaria




New opportunity

Market entry in CEE Contries for
E commerce companies



Potential versus Risk

RISK

Purchasing power
Cultural differences
Political stability
Legal conditions

POTENTIAL

- Market size
- Economic growth

- Market saturation




Market size in mil.inhabitants
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Economic growth in %
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GDP per capita PPP 200/
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(Estimated) Increase in %
GDP 2003 — 2007 (PPP)

(source: consensus forecast)
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Market saturation
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Afinity towards E commerce
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Obstacles

Difficulty to understand local consumer
mentality

Local presence to provide after-sales service
Difficulty to work in local language
Complexity of local legal systems

Different commercial practices

Need to find reliable local consultants



Purchasing pover per inhabitant in %
compared to the EU average
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Cultural diferences
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Legal conditions
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Economic(white-collar crime rates in Eastern
Europe)

Companies becoaming victims ofeconomic crime
within the last two yvears
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Focusing on three relevant regions

1. Central Europe
- Poland
- Czech Republic
- Slovakia
- Hungary
2. Ex-UdSSR
countries
- Russia
- Ukraine
etc.
3. South-Eastern
Europe
- Ex-Yugoslavian countries
- Romania

- Bulgaria




Best E commerce countries

1. Central Europe
Poland

2. ExX-UdSSR countries
Russia

3. South-Eastern Europe

Romania




3 succes criteria for market entry

RELIABLE
PARTNER

COURAGE RAPIDITY




Conclusion

Some of West European Distance selling companies are
already trying to overcome the existing obstacles and to
access new national markets in east and central europe

Others are still hesitating, because of the barriers
Although there are many risks, the prospects outweigh them.

The slow-down of growth in Western countries requires, that
west european DM and DS companies grow even further
and faster in the CEE markets !

| still believe that the future of DM and Distance Selling
sector lies in Central and Eastern Europe....
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