Retailing is like the
fable of the six blind
men and the elephant.

Castle Consulting India

Introducing

THE RETAIL SITE SELECTION GEO-REPORT

India is now the number one “window of opportunity”
for major retailers among 185 emerging countries,

according to the 2009 A.T. Kearney Global Retail Development Index™,
as well as innumerable other reports. India has greater retail potential
than Russia, China, Brazil, Saudi Arabia, Malaysia, and on and on.

The Retail Site Selection Geo-Report is the
only weekly newsletter that provides comprehensive
and detailed maps, charts, tables, statistics and expert
commentary on the most promising 48 Tier Il cities
throughout India, to assist international and domestic
retailers in locating new stores.
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e Twelve pages of in-depth analyses on four cities, —
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WHERE TO INVEST IN INDIA’S BOOMING RETAIL SECTOR ?

India is now one of the world’s most attractive opportunities for retailers. The Subcontinent has 1.2 billion peo-
ple, one of the world’s fastest growth rates in both GDP and household incomes, and an even faster growth rate — in
double digits — for organized retail (chain stores). Success stories abound for both international and domestic retailers.

Whirlpool, for example, is India’s most recognized brand in home appli-
ances, with a 25% market share. Levi Strauss currently has 400 stores, and
in the recent past announced expansion plans to 1,050 stores. Reebok, the
leading sports and fitness brand in the country with a 54 % market share,
has announced plans for 900 franchise stores in 300 cities, and so on.

Where, then, to invest in retail facili-
ties? India’s eight largest cities have
traditionally been the focus of organ-
ized retailing. Those markets have

-, become increasingly saturated, how-
- ever, so attention is now shifting to
“Tier II” cities. Based on a compre-
hensive set of factors, Castle Consult-
ing India has identified 48 Tier Il
cities with exceptional retail prom-
ise; see the map on the left. Each
colored circle depicts a given city’s
location, population, and proximity
to India’s most densely populated
administrative districts.

Each week the Castle Consulting India
“Geo-Report” will provide detailed

48 TIER 1l CITIES

POPULATION DENSITY CITY POPULATION

{Persons/ Square Kilometer)

(2009 Estimate)

@ LessThan L5 Million
@ 151025 Million
O More Than 2.5 Million

india’s Largest Cities,
For Orientation Cniy

m

comparisons of these 48 cities, in
aggregate (such as the market satura-
tion analysis on Page 2) and individu-
ally (as described in the box below).

Our bottom line objective is to assist
retailers in finding the most profit-
able locations throughout India.

-- Gilbert Castle, Publisher

Each issue of the Retail Site Selection Geo-Report ex-
amines several dozen factors affecting retail profitabil-
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and text in a standard format. At the end of this Geo-
Report is an Appendix providing background informa-
tion on definitions, analytic methods, and data sources.
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THIS WEEK’S INTER-CITY ANALYSIS: RETAILER PRESENCE VS. MARKET SATURATION
“Retailer Presence” is an index of the number, size and type of “leading indicator retailers” in a city, with 100 being the
highest, best score. “Market Saturation” statistically measures whether a city has an underserved retail market or a
saturated market, on a percentage basis; again, the higher the number, the better. The table, scattergram, and map
below provide information on all 48 cities’ Retailer Presence and Market Saturation in comparison to each other.
Shades of green indicate underserved markets, while shades of red indicate saturated markets. Statistically, an increase
in retailers does not correlate highly with saturation. For example, Amritsar (#10) and Thane (#45) exhibit approxi-
mately the same Retailer Presence, but Amritsar can accommodate 28% more retailers while Thane has 26% too many.

100%
s A'1\'/Ilf F? AI\('I'EILN F? : 'EI' SA EI II;IEIRE m (Each of the numbered circles in this scatter plot is a city,
INDEX (Normalized) » as identified by the first column in the table on the left.)
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Allahabad, Uttar Pradesh, India

RETAIL SITE SELECTION GEO-REPORT rebruary 15, 2010

One of India’s holiest cities and a major pilgrim destination, the “City of

Market Saturation vs. Profit Potential

100%
God” is at the confluence of the holy rivers Ganges and Yamuna. e I i R
Saturation but Saturation and
75% Below Average o Above Average
On the right is a scattergram of the 48 Tier Il cities, arraying estimates AR profit Potential
of Market Saturation against Gross Profit Potential; see the Appendix § 0% O °
for definitions of each index. Allahabad’s overall retail attractiveness g o o e
S . . - 2 °
rating lies within (albeit barely) the best quadrant, i.e., Allahabad’s ' e Allahabad e ¢
retail market is underserved and the profit potential is above average. 2 ° == ® e .
0% o
< ° ee
L ) . 2 a O o%
As shown below, most of the leading indicator retailers, major shop- 5 2 ° . & ¢
ping centers, and other retail-correlative sites have located in the =7 P
Darbhanga Colony district. Allahabad’s Retailer Presence is notably so% o _ Above Average
L. . Below Average Profit Potential Profit Potential but
below average for the 48 cities, especially for luxury goods (see Page 4). and Unfavorable Market Unfavorable
Demographics and other demand-side factors are average, but retail | ocireiin Maketsaturation
. . . 0 20 40 60 80 100
operating expense indicators are among the best (see Page 5). Gross Profit Potential (normalized)
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B Audi, BMW, Etc. Globus Rado () Big Bazaar Mall
Bl Baskin Robbins Lee Reebok Atlantis Mall
38 Bose Lee Cooper Sony © o
@8 Calvin Klein Levi's Spencer Hypermarkets Salasar Rizvi Plaza Mega Store
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On the left is a scattergram of the 48 cities arraying Retail Presence

Allahabad (Continued) (again, an index based on the number, size and type of leading indica-
tor retailers) against the estimated population. Compared to other
cities of its size (looking vertically above and below Allahabad’s yellow
dot in the chart), Allahabad lies in the middle of the group. However,
referring to the first three rows of the table below, compared to all 48
cities Allahabad ranks low in terms of Total Retail Presence (13th out
of 48), percentage of international retailers (17th), and especially
retailers that focus on the highest income households in India (5th).

Leading Indicator Retailers vs. Population

On the other hand, when ranked by the percentage of retailers in
specific product categories, Allahabad ranks very high in Fast Food
Restaurants like Macdonald’s (46th) and Home Furnishings (43rd), and
to a lesser extent Beauty Products and Consumer Durables.

Retailer Presence (normalized)

The Market Saturation Index addresses whether a city has too many

: - or too few retailers. Allahabad (ranked 32nd) needs more retailers.
2009 Population (millions)
AD DICATOR RETAILER
Ra o of ALLAHABAD Among e 48
e 0 & 2
80 Worst Be
1t08 9to 16 17to24  25to32 | 33tod0 WLRCLE
Total Retail Presence (Number & Size of Stores) 13 f
Overview Percent International Retailers 53% —» 17 'f
Percent High-End Retailers ("SEC A" Focus) 8% —» 5 T
Fast Food Restaurants 20% —> 46
Clothing 6% —> 4 aC
Percentage Consumer Durables 27% —» 31 f’
Distribution of | Watches & Jewelry 8% —>» 21 +
Retailers By Home Furnishings 24% —» 43
Product Type Beauty Products 8% —» 34 +
Footwear & Leather 6% —> 9 f
Music, Books, Gifts {None)
R o of ALLAHABAD Among A8
AR A RATIO D Ra g Worst B
1to8 9to 16 17to 24 25t0 32 33to 40 11 to 48
0 aa ’ 0 ato 0 0 J [ T TT
32

PERCENTAGE DISTRIBUTION OF RETAILERS BY PRODUCT TYPE

Consumer Durables

The table above and the radar graph on the right both show the per-
centage distribution of Allahabad’s leading indicator retailers among
eight standard India product categories. Note that the greatest num-
ber of retailers are in Consumer Durables (27%), Home Furnishings
(24%), and Fast Food Restaurants (20%)

The radar graph compares Allahabad’s percentage distributions to
the averages for the 48 cities. For example, Home Furnishing retail-
ers comprise 24% of Allahabad’s Retailer Presence compared to an
average of 15% for all 48 cities. In the same manner, while Clothing
accounts for 6% of Allahabad’s Retailer Presence, the average per-
centage of Clothing retailers in the 48 cities is much higher at 21%.

Home Furnishings

Allahabad ‘ 48 City Average

RETAIL SITE SELECTION GEO-REPORT - Copyright © 2010 Castle Consulting. All rights reserved. — www.castleconsulting.com/India 4
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Concerning revenues (the first table below), in comparison to the
Allahabad (Cont/nUEd) other 47 cities Allahabad ranks consistently a little below average in
size, growth rate, and high income households. Allahabad is also

middle-of-the road regarding Castle Consulting India’s four
“branding” indices; see the Appendix for explanations of each index.

Gross Profit Potential

. § The notable exception is the Intellectual Property Index. Allahabad is
3 + < particularly education-centric, with three of India’s official “Deemed”
= . universities; and correspondingly the local economy rates high in
5 ? . . Information Technology (IT) and Business Process Outsourcing (BPO).
< S . 4 The resulting Overall Revenue Index is below average.
©
% 3 . . i . Regarding operating expenses, Allahabad ranks favorably above aver-
E e g .o, age for all the factors except proximity to a seaport. Its high ranking
4 for real estate prices (in the 33 to 40 group) is especially attractive.
- Allahabad
2 . " Combining Allahabad’s Overall Revenue Index rank (17th) and Operat-
e 4 3 =k ing Expense Index rank (40th) leads to a Gross Profit Index rank of
§ ? s 4 slightly above average (26th). Similarly, the chart on the left is a scat-
T R —= tergram arraying the revenue index against the operating expense

Operating Expense Index index for all 48 cities . Allahabad’s data point is unexceptional.

R [
- ED i o
alue and/o
EED driable Worst Best
lto8 Stols 17to 24 25t032 | 33tod0 WEIETTE
Population 2009 1,272,612 — 25
) Population Increment 2001 to 2009 297,219 —* 19 T‘
Demographics -
% Population Growth 2001 to 2009 23.4% —* 20 f
High Income Households Index 23
Economic Power Index 9to 16 Group +
X Tourism Index 25 to 32 Grouwp 4
Branding
Intellectual Property Index 41 to 48 Grouwp
"Buzz" Index 17 to 24 Growp *
Overall Revenue Index (4215 Best Ranking) 17 | | | | | | | | | | | | | | |m| | | | | | | | | | | | | | | | | | | | |
OPERA D D
i 4] HAD o
alue and/a
2go driabie Worst Bes
1to8 9to 16 17t024 25t032 [33tad0 (WEIESTY
Rental and Purchase Prices 33 to 40 Group
Feal Estate
Mumber of Malls 25 to 32 Group *
fving Time To Nearest) Demestic
Supply Chain Nistance To Mearest) Beyond 200 Miles '1“
Accessibility Regional Retail-Specific Warehouse Within 100 Miles
AIRPORT + SEAPORT + WAREHOUSE 26 [1]] |
Overall Operating Expense Index (48 (s Best Ranking, 40 | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | |
- g of ALLAHABAD AmanE
FS - OPERA EXF ROSS PRO DE> = T‘":"': Stol6 17024 251032 |3dtadn [
o i o

z 7Y
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Bhubaneswar, Orissa, India

Market Saturation vs. Profit Potential

The “Temple City” has more than 600 Hindu temples, and is also 100%
known as one of India’s greenest and cleanest metropolitan areas. Favorable Market Favorable Market
Saturation but Saturation and
75% Below Average . Above Average
. . ; ’ o
As shown in the scattergram, Bhubaneswar has a slight excess of lead- . ARBRTI P
. . . . . .. s . 3] o
ing indicator retailers — though niche retailing opportunities remain, ° ™ °
. . . . .. = Y
especially for expensive goods (see Page 7). The city’s profit potential is g a P
. . ey = 25%
especially noteworthy, one of the highest among the 48 cities (Page 8). & ° ° e 9
é o o %@ o
_— . w0 ry o ¢
The map shows several districts where retailers, malls, and other cor- g o ® °
. . . . < °
relative businesses have located (in contrast to Allahabad’s one dis- S ° e °° Bhu?aneswar
trict). The largest cluster is along Janpath, in Units 1, 2, 3 and 9. ? e
o Above Average
50% Below Average Profit Potential Profit Potential but
Bhubaneswar is one of 10 of the 48 cities to host two major interna- and Unfavorable Market Unfavorable
. . . Sati tic Market Sat tis
tional banks and a luxury automobile dealership (Mercedes Benz). 7o " N
Gross Profit Potential (normalized)
Retail locations are approximate (within 1/2 mile). Gajapati > :
Nagar oL lingaraj @
Ekamra -4 vihar
Kanan = Mancheswar. . Palasuni
£ :Vani Vihar Industrial Estate
Open Scrub Ekamra 2
Park
Industrial Rasulgarh
rds Bhoi Nagar Estate
lley
AG Colony
Central Reserve
Police Force Gopabandiili
Nagar
eremmncs apalli U ' Jayadurga
Housing & 3
Board Colony :;’;‘;" JHE @P‘“"‘ Marg Ek Nagar,
et college B i Na;:r o Vil E Jharpada Balianta
Delta
Colony IIl Y
eshari ag
Nagar f
2urya a Unit- eshwar.
. a9ar. Ganga Lgl:‘sl:;m
Khandagiri Nagar-  Bhubané 9
Hills Unit 6 vaitl intamaniswar
Khandagiri - Dharam Jagamara Biju Pataik
Vihar S Park Ga
Jagmohan Nagar
Nagar I
Rajiv Nagar Biju Patnaik Nagar
Gandamunda Airport m pandav
2]
Palashpalli EIT EI Rereoarh
Dumuduma = B"’g’::;w‘"

INTERNATIONAL AND LEADING INDICATOR RETAILERS

1 | Audi, BMW, Etc.

2 Lee Reebok

3 Sony

4 Levi's

5 Liberty Star & Sitara Salon

6 | Celio Style Furniture Spa
Tanishq

8 MacDonalds Van Heusen

10 Nike Whirlpool

Furniture Bazaar Philips

MEGA MALLS & OTHER KEY SITES

@Big Bazaar Mall

Atlantis Mall

@ Salasar Rizvi Plaza Mega Store
@ Vishal Mega Mart

© Tulsiani Plaza

HSBC Bank India

Citibank

* Trident Hotel
* Swosti Premium Hotel
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Bhubaneswar (Continued)

Leading Indicator Retailers vs. City Population

Retailer Presence (normalized)

2009 Population (millions)

Bhubaneswar has one of the largest concentrations of retailers
among the Tier |l cities, both within its population cohort and
among all 48 cities. Referring to the table below, while Bhubanes-
war’s Total Retail Presence ranking is 36th out of 48, its percentage
ranking of international retailers is lower (28th), and its expensive
goods ranking is actually below average (19th). Prior to examining
Bhubaneswar’s retail demand-side characteristics (on Page 8), this
suggests that the city is underserved by high-end retailers.

Bhubaneswar’s percentage distribution of retailers by product cate-
gory reinforces the high-end opportunity. Bhubaneswar is ranked
very low compared to the other 47 cities vis-a-vis its percentage of
leading indicator retailers that offer Watches and Jewelry (7th).
Moreover, Bhubaneswar has no leading indicator retailers in the
category of Music, Books and Gifts.

The Market Saturation Index ranking (20th) is a slightly unfavorable.

AD D OR R R
R g ofB BA AR Among 48
a;o0
50 Worst B
1to8 9to16  17to24  25to32 | 33to40 |WERCYT
Total Retail Presence (Number & Size of Stores) 36 ‘f‘i?
Overview Percent International Retailers 60% —>» 28 T
Percent High-End Retailers (“SEC A" Focus) 19% —» 19 T
Fast Food Restaurants 7% —>» 14 T
Clothing 24% —> 34 f
Percentage Consumer Durables 21% —» 23 T
Distribution of | Watches & Jewelry 5% —» 7 *
Retailers By Home Furnishings 14% —» 20 f
Product Type Beauty Products 5% —>» 24 f |
Footwear & Leather 19% —> 38 T
Music, Books, Gifts (None) .
g ofB BA AR Among 48
0 D Worst Be
1to8 ato 16 17to 24 25to0 32 33to 40 41 to 48
D ading Indicato 0 omb s
20

PERCENTAGE DISTRIBUTION OF RETAILERS BY PRODUCT TYPE

The radar graph confirms the above observations. Compared to
the average percentage distributions of all 48 cities, Bhubaneswar
is deficient in retailers of luxury goods. Though only a minority of
the 48 cities have leading indicator retailers in the category of Mu-
sic, Books, and Gifts, their absence in Bhubaneswar is conspicuous
given the city’s size and abundance of other retailers.

Interestingly, the city is also below average in international Fast
Food Restaurants. Baskin Robbins is present, but not Macdonald’s
or Dominos Pizza.

In contrast, Bhubaneswar does have above average concentrations
of retailers in Clothing, Footwear and Leather.

Consumer Durables

Music Books Gifts <~

25%- ..
-7 20%
./'15-

Home Furnishings

Bhubaneswar

48 City Average
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Concerning retail demand a.k.a. revenue potential, Bhubaneswar
Bhubaneswar (Continued) has the enviable distinction of being not only one of the most popu-
lous cities but also one of the most rapidly growing — that is, a large

Gross Profit Potential and rapidly expanding market. The number of high income house-
holds is less impressive, only a little above average. The good news

o .
3 picks up again with Bhubaneswar’s very high ranking for the four
= . .
3 i 7 “branding” themes. Bhubaneswar has a strong and diverse eco-
o . . nomic base, benefiting from being the capital city of the State of
. 4| Orissa; the recipient of large private and public investments in tele-
P . ® communications, IT and higher education; a national transportation
ko 4 Bhubaneswar . . . ;
2 . hub including a major seaport nearby, and so on. Tourists are
o . N
% 5 . J drawn by the city’s hundreds of temples and renown architecture.
2 T . Dozens of colleges and universities — many emphasizing engineer-
+ ¥ ing — contribute both to Intellectual Property and Economic Power.
o+
< 4 <+ . e .
o Low rents, many malls, and excellent accessibility combine to make
N I e 20 Bhubaneswar the 3rd best city of the 48 vis-a-vis operating costs.
¥
_'iei o] ] .
[Worst mmr3  aken together, the Overall Revenue Index and Operating Expense
Operating Expense Index Index yield a high Gross Profit Potential ranking of 39th out of 48.
= D
i g of B B A AR Amo
g ¥ a,s0
= dridDIE Worst Best
1to8 dtolf  17to24 25t032 |33toan WETTYL
Population 2009 1666429 —» 34 *
: Population Increment 2001 te 2009 1,018,397 — 47
Demographics
% Population Growth 2001 to 2009 61.1% — 46
High Income Heouseholds Index 27 f
Economic Power Index 33 to 40 Group
. Tourism Index 33 to 40 Group
Branding
Intellectual Property Index 33 to 40 Group
"Buzz" Index 25to 32 Group +
% I TAE
. D [ A D .
: of B i : ong
g ¥ a,s0
2ED driable Worst Best
1to8 Stols 17 to 24 25t0 32 33 to 40 4 o 48
Rental and Purchase Prices 33 to 40 Group :
Real Estate
Mumber of Malls 33 to 40 Group
Birport (Typs or Driving Tims To Meorsst) Domestic
Supply Chain Seaport [Major Seaport or Distonce To Negrest) | Within 100 Miles
Accessibility Regional Retail-Specific Warehouse Beyond 100 Miles | 4‘
AIRPORT + SEAPORT + WAREHOUSE 34 || ||
Overall Operating Expense Index (482 (s Best Ranking) 46 | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | |
Ra Eof B i A AR Among
ES - OPERA EXE ROSS PRO DE ——ks Worst o116 17t02a 251032 [33todn IR
1to8 ! . o
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RETAIL SITE SELECTION GEO-REPORT - Copyright © 2010 Castle Consulting. All rights reserved. — www.castleconsulting.com/India 8



Castle Consulting India RETAIL SITE SELECTION GEO-REPORT February 15,2010

Faridabad, Haryana, India

Market Saturation vs. Profit Potential

Faridabad is not only in the path of growth from Delhi but also is an 100%

L]
important industrial city in its own right. Faridabad lies within the Na- Favorable Market Favorable Market
Saturation but Saturation and
tional Capital Region (NCR), the world’s largest urban agglomeration. 7% | Below Average Above Average
Profit Potential o Profit Potential
: :
Innumerable international companies have located offices, retail out- e °
. . o Y = °
lets, and luxury residences in Gurgaon and other cities at New Delhi’s 5 ° ° o
S 25%
periphery. Faridabad has been a candidate for similar attention. As g ® ol s o 9
depicted by Faridabad’s position in the scattergram of the 48 cities on 3w d o ¢ ® o
. . . N ¢ =
the right, however, Faridabad at present is in the worst quadrant for I . * ° .'.~
Profit Potential and Market Saturation. The underlying reasons emerge g-zsx ° ° 0{% S
from an examination of its retail-related attributes (Pages 10 and 11) . ) () Faridabad
® Above Average
-50% Below Average Profit Potential Profit Potential but
Faridabad’s retailers, mega malls, major hotels, etc., are distributed and Unfavorable Market Unfavorable
. . . . Saturation Market Saturation
citywide on a long north-south axis that reaches toward New Delhi. The 7% " w© " s 100
main cluster is in the central area around Old Faridabad, shown below. Gross Profit Potential (normalized)
o \ ot Sector 19 =" i g,
hathu Pura .‘. ds
artil Rt SNy A Sector 21D ny Ambedkar Marg
; A St Nagar,
f Ghevra, il &
Village = Oid Sector 16A
- Badkhal <
T \ N = New Industnal ' Faridabad
fn Kudna - | - Township™ andaba Sector 16 Sector 17
Ranhalz ; Sanjay Gandhi @
| New Delhi . Bhuaeur “_ Memorial Nagar 7 li—él
argarn 2 » Lal Bahadur Shastri Marg
¢ Sainik d ;
L ; sharat, oida Colony .- Sanjay | & | @
Hagar onl [0 Colony Ne;_;\lvnncstas‘mal Ajronda 15
Wil Neheu P Sector 14
e Colony : : [E
5
1. ‘ﬁr =
Gurgaon Tipat 3 'ﬁ‘fr?:‘fa"' \ Faridabad
b=y il e olf Course ¢ Sector 13
! = Dabua
- Colony Fari m
etk he L Fandal had New Industnal
Teeki o : | TownShip 2 aridabad @ Badauli
Village T @ Ne-w Town
e 3]
INTERNATIONAL AND pIe]VI54[d LEADING INDICATOR RETAILERS MEGA MALLS & OTHER KEY SITES
1 23
2 Lee 24 | Reebok (A) Ansal Crown Plaza
3 25 | Sony (B) Eldeco Station Mall
4 Levi's
5 | casio Liberty @ Eros Square Grand Mall
o (D) sRs Mall
L'Oreal
8 | Dominos Pizza (E) Manhattan Mall
Ebony Music World 28 Westside Trent
20 32 | whirlpool * Millennium Hotel
Philips
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Like Bhubaneswar, Faridabad has a large number of retailers
Faridabad (Continued) relative not only to the cities in its population cohort but also
relative to all the other 47 Tier Il cities. Faridabad surpasses Bhu-
baneswar by having very high rankings for the percentage of
international leading indicator retailers (33rd out of 48), high-end

retailers (34th), and especially total retailers (41st).

Leading Indicator Retailers vs. City Population

While a great many retailers have been most drawn to Farida-
bad, the categories of retailers showing the greatest interest
have been in Fast Food Restaurants, Clothing, and Footwear and
Leather. Relatively speaking, lesser interest has been shown by
retailers of luxury products (Watches and Jewelry, etc.), perhaps
reflecting Faridabad’s industrial city character.

Faridabad’s market saturation ranking is among the very worst
(8th out of 48). Castle Consulting India determines the Market
Saturation Index from a statistical model of actual leading indica-

Retailer Presence (normalized)

0.5 15 2.5 3.5 tor retailers in comparison to the number of retailers a market
2009 Population (millions) can support. Faridabad has more than enough retailers for now.
AD DICATOR RETAILER
Ra g of FARIDABAD Among e 48
0
€60 < < € et P -
ito8 9to 16 17to24  25to32 | 33to40 |WETYE
Total Retail Presence (Number & Size of Stores) 41 -
Overview Percent International Retailers 62% —» 33 f .
Percent High-End Retailers ("SEC A" Focus) 26% —>» 34 +
Fast Food Restaurants 19% —>» 45
Clothing 25% —» 36 f
Parcentage Consumer Durables 20% —» 20 f
Distribution of | Watches & Jewelry 4% —> 6 T
Retailers By Home Furnishings 13% — 19 T
Froduct Type Beauty Products 3% —>» 19 f )
Footwear & Leather 17% —> 33 f
Music, Books, Gifts 6% —> 29 T
Ra g of FARIDABAD Among the 48
AR A RATIO N ha E Worst B
1to 8 9to 16 17to 24 25t0 32 33tod0 41 to 48

=]

pr A eading gdicator Retaile ombined !

. . ) . L PERCENTAGE DISTRIBUTION OF RETAILERS BY PRODUCT TYPE
Faridabad may have a relatively small portion of its retailers in

. . . c Durabl
luxury goods, but — as shown in the radar graph on the right — it ons;;vf. _ura °

is still not much below the 48 city average. Like Bhubaneswar,
there might be a niche opportunity for high-end retailers in Farida-
bad, but not as clear an opportunity.

At the other end of the spectrum, Faridabad may have an exces-
sive number of retailers in Clothing, Footwear and Leather, and
especially Fast Food Restaurants, judging from the averages for all
48 cities. (Note that not all the retailers appear within the bound-
ary of the map on Page 9; for example, Macdonald’s, Dominos
Pizza, and Baskin Robbins all have at least one outlet in Faridabad.)

Home Furnishings

Faridabad 48 City Average
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Faridabad (Continued)

Gross Profit Potential

4 4
4
3
3 . J
4
+ 4 o
. . o
Faridabad 3
b o
g Q
£ )
g 3 .
b
o 4 4 .
o
4
< o+
= o
¥ J J =
=
4 )
= ¥ ’)
|Worst | Best |

Operating Expense Index

Faridabad is the industrial heart of the State of Haryana, and gener-
ates about 60% of the State’s revenue. The city is the home of hun-
dreds of companies, including many serving global markets.

Looking at Faridabad’s rankings for the revenue-related factors in the
table below, the city is consistently above average — with a gratify-
ingly high ranking for high income households (37th out of 48). The
only disappointments are the branding themes of Tourism and Intel-
lectual Property. As a result, the overall revenue potential ranking is
a respectable but not stellar 30th out of 48.

Turning to operating expenses, Faridabad has very favorable rank-
ings for all categories except proximity to a seaport and real estate
costs . The latter is critical since the largest expense for retailers in
India is often their real estate costs. Faridabad has among the high-
est real estate costs of any of the 48 cities — thereby weighing down
the city’s overall operating expense ranking to a dismal 6th out of 48.

Faridabad’s Revenue Index partially offsets the Operating Expense
Index, resulting in a Profit Potential ranking (20th out of 48) that is
slightly below average. Faridabad’s position among 48 cities in the
revenues-versus-expenses scattergram tells the same story.

R [
and o 3 o RIDABAD ong
EQ 0 Waorst Bes!
1toB Atols 17t0 24 25032 23 to 40 41 ro 48
Population 2009 1,464,121 > 28 "
; Population Increment 2001 to 2009 408.183— 28 4
Demegraphics
% Population Grewth 2001 to 2009 27.9% — 32 f
High Income Households Index 37
Economic Power Index 25 to 32 Group "‘
: Tourism Index 17 to 24 Group *
Branding

Intellectual Property Index 9 to 16 Group +
"Buzz" Index 25 to 32 Group *

50 [T TR

OPERATING EXPENSE INDEX

llir arid for Ranking of FARIDABAD Among the 48 Cities

Category Variable Woarst
1to8 Stole I7to 24 25t 32 33‘.!0{4&
Rental and Purchase Prices 1to 8 Group ?
Real Estate
Mumber of Malls 33 to 40 Group
Airport (Type or Driving Time To Nearest) .75 Hours Drive
Supply Chain Seapert (Major Seaport or Distance To Nearest) | Beyend 200 Miles *
Accessibility Regional Retail-Specific Warehouse Within 100 Miles |
AIRPORT + SEAPORT + WAREHOUSE 18 *
Overall Operating Expense Index (42 /s Best Ranking) 6 | | | m‘| | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | |
: g of FARIDABAD Among
- LIng Worst _ Best
ES - U E) 055 U DE) Stols 17to0 24 25032 330 d0
1to8 41 rc 48
Befo onsid g Competito
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Mysore, Karnataka, India

RETAIL SITE SELECTION GEO-REPORT rebruary 15, 2010

Tourism has long been the main industry in the “City of Palaces” (one

Market Saturation vs. Profit Potential

100%
of which, Lalitha Mahal, is now a five star hotel). In recent years, B et R TS
B . . . Saturation but Saturation and
though, Mysore has also become one of India’s leading information 75% | Below Average . Above Average
technology centers. For example, Infosys Technologies Limited built x e N Rrofighetential
the largest training center for a private sector organization in Asia. § S0% O °
= °
B s . -g 25% o L Y
Mysore is one of the handful of 48 cities that enjoys both an above & ® Myso eel * o
average retail profit potential and capacity for more retailers; see the 2 P o % * ® o
scattergram on the right, and supporting details on Pages 13 and 14. 2 ~ ° ..0. | @ A T ee
= L] ot
g-zs% ® P LI  °
The principal cluster of leading indicator retailers is in the center of [ TN
the city in the vicinity of Devaraj Urs Road. As shown on the map, i ® Above Average
. . . 0% Below Average Profit Potential Profit Potential but
though, retailers and other correlative businesses also cluster else- and Unfavorable Market T
where, and the notable mega mall is entirely removed from the cen- L7se, | Saturation Market Saturation
ter city, about three miles away on Ring Road. ° = N o & w0
Gross Profit Potential (normalized)
Retail locations are approximate (within 1/2 mile} @ &, 0
. o
_ . £ Mysore 1]
Hi-Tension Double Rd 3 Goods Station | =
o i T
O w0
Vijayanagar %, Sokula aji Rao Rd
& Rd Ramakrshna oY
@ Vijayanagar Ashram and
2 1st Stage Vidyashala ‘ Gayathripuram
% 2]
Jayalakshmi m * Udayagiri
Unive[siw CEntral Food ‘%’ BMYSO!& CITY
Quarters Technological =
Research Institute &/ Irwin Ry Raghavendr,
Nagar
® Kukkarahalk |25] 29 116 T ﬁ
% iy . 18] =
par | Ry Amba Wige— oo Ve
A Siddhartha
i Karand IKar Layout
Bogadi — T K'layout = Saraswathipuram Iitige gudu ¥ Kere
Railway 2 m Mysoré Mysore 200 %
Layou M Q A5} ia5) Fort. - WGRd KC Layge
) iveditha
Rajajinagara Nagar -4 125] @ohalla N eore
Krishnamurhvnuram Race Club

INTERNATIONAL AND LEADING INDICATOR RETAILERS

1
2
3
4 Levi's
5 Liberty
6 Lilliput
8 | Dominos Pizza
Music World
10
Philips

Rado
Sony

Star & Sitara Salon
Style Furniture Spa
Tanishq

Van Heusen
Westside Trent
Whirlpool

MEGA MALLS & OTHER KEY SITES

@ Mysore Mall
HSBC Bank

* Royal Orchid Metropole Hotel

* Hotel Sandesh The Prince
* Hotel Lalitha Mahal Palace
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Mysore has a well above average number of leading indicator
retailers for a city of its size, while being slightly above average
for all 48 cities (ranked 29th). The city’s ranking vis-a-vis per-
Leading Indicator Retailers vs. City Population centage of international retailers is surprisingly low (6th out of
48), especially given that its ranking for high-end retailers is
very high (40th). This suggests an attractive opportunity for

more international retailers to locate in Mysore.

100
80

Concerning the percentage distribution of leading indicator
retailers by product category, Mysore is consistently highly
ranked. The city lags only in the categories of Fast Food Res-
taurants (21st out of 48) and especially Consumer Durables
(7th out of 48).

60

40

20

Retailer Presence (normalized)

Taken together, the leading indicator retailers have not satu-
rated the market. Indeed, with a Market Saturation Index rank-

0.5 1.5 2.5 3.5
2009 Population (millions) ing of 34th, Mysore appears decidedly underserved at present.
AD DICATOR R A R
R g0 ORE Among 18
d O
ego driable Worst
1tos 9tol6  17to2d  25to32 | 33tod0 WY
Total Retail Presence (Number & Size of Stores) 29
Overview Percent International Retailers 44% —>» 6 f
Percent High-End Retailers ("SEC A" Focus) 33% —» 40
Fast Food Restaurants 9% —» 21 T
Clothing 26% —>» 38
Percentage Consumer Durables 14% —» 7 f n
Distribution of | Watches & Jewelry 11% —>» 33 f
Retailers By Home Furnishings 18% —» 33 +
Product Type Beauty Products 8% —» 39
Footwear & Leather 15% —> 29 T
Music, Books, Gifts 9% —> 38 1L
0 ORE Among 48
AR ATURATIO D Ra g Worst
1to8 9t0 16 17t0 24 25t0 32 a
D a0 ’ 0 ato a D D 0 %
34 m‘

The radar graph for Mysore underscores the very low percentage of LERGENTAGEIDISTRIBUTIONIOERETAILERSIBYIERODUCIIVEE

S ) c Durabl
retailers in Consumer Durables. The 48 city average for Consumer B

Durables is 22%, compared to Mysore’s 14%. Mysore does have such
leading indicator retailers as Whirlpool, Philips, and Sony, but not as
many as might be expected — signaling a marketing opportunity.

ks :\* Footwear & Leather

Fast Food Restaurants might constitute another opportunity, though paathing
not as large. Mysore’s percentage of such retailers is 9% compared
to a 48 city average of 11%. N e y
Beauty Products -»\bi\*\_ [ ) ‘Watches & Jewelry
[Note that the combined percentages can exceed 100% because some o N
leading indicator retailers offer goods in more than one category.] Homme Furnshings
Mysore ‘ 48 City Average
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The demographics of Mysore are fairly average among the 48 cities
Mysore (Continued) in terms of total population, growth rate, and high income house-
holds. The city leaps ahead of the pack, though, in the branding
Gross Profit Potential themes of Tourism (2.5 million visitors annually) and Intellectual

Property (due not only to the inflow of IT companies but also the

o+ ) . . .
4 presence of numerous engineering schools). The Buzz Index is also
3 s J impressive, e.g., Jones Lang LaSalle Meghraj has announced plans
J to open an office in Mysore. Consequently, Mysore’s overall reve-
s ® . nue potential ranking is better than average (31st out of 48).
3 ot
o
x , Mysore@ On the operating expense side, Mysore is slightly better than aver-
E ¢ . age in all categories except airport access. Mysore has an airport
§ - v s * that has recently been remodeled, but is hampered by not yet hav-
8 IR X ing regularly scheduled commerecial flights. This pulls down My-
3 ’ sore’s overall operating expense ranking to 25th out of 48 cities.
o
4 .. N . .
~ . Combining the revenue index and operating index produces an over-
. “ . ", " all profit potential ranking of 29 out of 48, that is, a little above aver-
% 4 age. Mysore’s position among the 48 cities on the scattergram on
g
= 3 " the left appears somewhat better. [Note that the scattergram ar-
|Worst | Best | rays interval-scale, normalized values of the two indices, rather than
Operating Expense Index the less precise ordinal-scale rankings shown below.]
R D
1 EQ DR ong
O { ;0
EED dridBIEe Worst Best
1to8 Sto 16 17to 24 25to 32 33to 40 4 o 48
Population 2009 1,230,030 > 22 *
. Population Increment 2001 to 2009 474,660— 31 f
Demegraphics |
% Population Growth 2001 to 2009 38.6% —» 39 m
High Income Households Index 31 T
Economic Power Index 17 to 24 Group *
i Teurism Index 41 te 48 Group
Branding
Intellectual Property Index 41 to 48 Group
"Buzz" Index 33 to 40 Group
Overall Revenue Index (48 [s Best Ranking) 31 | | | | | | | | | | | | | | | | | | | | | | | | | | | | |m| | | | | | |
OPERA : D
: ED OFR o
EED dridDIe Worst Bes
1tod St0l6 17024 25t032 [33ted0 |WIENYT
Rental and Purchase Prices 25 to 32 Group
Real Estate
Mumber of Malls 25 to 32 Group
Airport (Tvps or Driving Time To Nearsst) 2,75 Hours Drive +
Supply Chain Seaport (Mujor Seaport or Distance To Mearest) | Within 200 Miles .
Accessibility Regional Retail-5Specific Warehouse Within 100 Miles
AIRPORT + SEAPORT + WAREHDUSE 22 [1] f | i
Overall Operating Expense Index (42 (s Best Ranking) 25 | | | | | | | | | | | | | | | | | | | | | | |m| | | | | | | | | | | | |
Ra EQ DORE Among
ES - OPERA EXF ROSS PRO pE ———: Worst | 91016  17to24 251032 335040 VAR

lito2

2 7y
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APPENDIX

Using the Retail Site Selection Geo-Reports

The purpose of these weekly newsletters is to assist international and domestic retailers in their site selection decisions
among 48 leading Tier |l cities in India. Each Geo-Report contains at least one comparative analysis of all 48 cities simul-
taneously (like those on Pages 1 and 2 of this issue) followed by detailed examinations of four cities. All 48 cities are
reviewed each quarter (i.e., each city is reviewed a total of four times annually), both to ensure the timeliness of the
information and to enable time series comparisons.

Analytic Methods

The Geo-Reports utilize three methodologies to provide comprehensive, bal-
anced perspectives. The first is simply finding the best available factual informa-
tion and compiling that data into easily understood formats; an example is the
estimated population of each city in 2009 (since the last census was in 2001).

The second methodology consists of a spectrum of mathematical models —
including statistical methods such as linear regression — to identify patterns in
the factual data bases that correlate with retailer profitability. The methodology
also encompasses quality control routines to ensure that these Geo-Reports
provide accurate information to subscribers. For example, when the models
were being developed for the Overall Revenue Index for each city (in this issue,
on Pages 5, 8, 11 and 14), a regression analysis was run between those indices
and the actual number of “leading indicator retailers” in each city. As

Retailer Presence (Normalized)

0.00 0.20 0.40 060 0.80 1.00

Overall Revenue Index (Normaiized)

THE GEO-REPORT'S "LEADING INDICATOR R

shown in the scattergram of the 48 cities on the right, the Overall Reve- PRODUCTS RETAILERS

nue Index exhibits a reassuringly high correlation coefficient with the MacDonald's Intermational
actual Retailer Presence. Food & Dominos Pizza International
Beverage Baskin Robbins International

The final methodology emphasizes professional judgment. While both Spencers Hypermarkets Domestic

. . . . . . ’ Westside Trent Domestic

of the above two methodologies also require professional judgment in Lifestyles v Domestic

any o 3
the selection of data sources, variables, modeling techniques, and so Levi's Intermational
on, the third methodology places even greater reliance on experience- Lee International
based, subjective insights. A prime example is the judgmental choice of Celio International
“leading indicator retailers”. (When certain retailers in a given category _ Calvin Ksin Intzmational
. 3 . . Clothing Van Huesen International
of goods and services are known to be highly competent in their selec- Esprit T ——

o
. . . . “

tion of store locations, other retailers can profitably adopt a “follow the L2z Cooper International

leader” strategy and simply locate nearby. A very well selected group of Lilliput Domestic

leading indicator retailers therefore can serve as excellent predictors of Glabus Domestic

which cities — and specific submarkets within those cities — offer the AW, Mercedes, Volvo | International

highest potential for all retailers.) The table on the right lists the lead- poo| Intemat onal
Consumer Philips Internaticonal
ing indicator retailers chosen by Castle Consulting India for the Geo- Durables Boce [P ——
Reports. Note that the retailers are grouped by standard India product casio International
categories, and include not only Indian retailers but also international Sony International
retailers that early on recognized the Subcontinent’s retail potential. lewelry & Rado Intemational
Watches Tanishyg Domestic
Home Furniture Bazaar Dromestic
Data Sources Furnishings Style Spa Domestic
All the data used in the Retail Site Selection Geo-Reports is from easily Beauty Care LOreal Intemational
verifiable, publically accessible sources. For example, the store loca- star & Sitara Salen Domestic
tions of each leading indicator retailer were obtained directly from each | Footwears Rz':l‘fk ::z::::z::::
retailer’s public Web site. Every effort has been made to choose the Leather Liberty Domestic
best available source among the alternatives, or to develop a reliable Books, Music Music World Domestic
“consensus forecast” when no single source appeared to be best. & Gifts Crossword Books Domestic
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APPENDIX (Continued)

Definitions of Variables
The following definitions are organized by the pages in which the variables previously appear in this Geo-Report.
City Overviews (Pages 3, 6, 9 and 12) — The scattergrams in the upper right of each of these

four pages array the Market Saturation Index against the Gross Profit Potential. These are sctrton i
arguably the most important charts for the cities, because they condense all the other avail- ¥

Market Saturation vs. Profit Potential
L

Profit Potential

able information into a single score. In the charts, each Market Saturation Index comes di- E : Lo e
rectly from the horizontal blue band of the same name found on the subsequent pages on 2 Lo s, T
each city’s retailers (Pages 4, 7, 10 and 13 respectively). Gross Profit Potential is taken from % " . "o e ":.,
the blue band of the same name at the bottom of each city’s pages on revenues and operat- 7§ ¢ ° 0 *

ing expenses (Pages 5, 8, 11 and 14). Note that while the latter pages show Market Satura- m,m;,,m ,,,,
tion and Gross Profit Potential as an ordinal ranking, the scattergrams on Pages 3, 6, 9 and e I S e,

Gross Profit Potential (normalized)

12 use more precise normalized values of the two indices.

The maps on Pages 3, 6, 9 and 12 show the locations of retailers, shopping centers, etc. The retailers are identical to the
leading indicator retailers listed on Page 15. The hotels shown are those that relatively wealthy tourists and businessper-
sons would likely patronize, especially travelers from other countries. Concerning banks, only branches of very large
international banks appear, since domestic banks are ubiquitous and thus do not help differ-

entiate the cities. Leading Indicator Retailers vs. Population

City Retailers (Pages 4, 7, 10 and 13) — The chart on the upper left of each of these pages is
a scattergram of each of the 48 cities’ estimated population in 2009 against Retailer Pres-
ence. Leading indicator retailers were previously introduced on Page 15. Retail Presence is a
normalized index that takes into account the number, size, and type (flag ship, regular out-
let, franchise, etc.) of all the stores that all the retailers have in each city.

Retailer Presence (normalized)

05 15 25 35
2009 Population (millions)

In addition to an index encompassing all the leading indicator retailers (i.e., Total Retail
Presence), similar indices were developed for the subset of international retailers, retailers that focus on high income
households, and retailers that specialize in each of eight standard product categories (Clothing, Consumer Durables,
Home Furnishings, and so on). These sub-indices were then expressed as a percentage of the Total Retailer Presence, to
identify which products are perceived by all the retailers as being of greater or
lesser popularity in each of the 48 cities. These percentages are the basis of the
city rankings in the charts on Pages 4, 7, 10 and 13. Thus, for example, Allaha-
bad’s ranking for international retailers (17th out of 48) indicates that Allahabad
is viewed as a significantly less attractive market by international retailers than is Bhubaneswar (28th out of 48). Note
that in all the charts containing rankings, a higher number is better than a lower number. PERCENTAGE DISTRIBUTION OF RETAILERS BY PRODUCT TYPE

Ranking Among the 48 Cities

Worst
1to8 9to 16 17to24  25to32 | 33t0d0.

*-Footwear & Leather

The radar graphs on Pages 4, 7, 10 and 13 provide additional insights on the retailers’ percep-
tion of market opportunities for each of the eight product categories in each city. The radar
graph compares a given city’s eight product sub-indices to the 48 city average for those sub-
indices. For example, Allahabad’s percentage for Clothing is 24% compared to a 48 city aver-
age of 21%,; for Watches & Jewelry, Allahabad is at 5% compared to 9% for all cities.

Fast Food 4 Clothing

Beauty Products” “Watches & lewelry

Home Furnishings.

Allahabad | 8 City Average

The Market Saturation Index is a statistically derived measure of the balance between actual Retailer Presence and the
estimated demand for such retailers (from the factors on Pages 5, 8, 11 and 14). The more that a city’s Retailer Presence
exceeds the estimated demand for such retailers, the lower the Market Saturation Index ranking; conversely, cities in
which estimated demand exceeds the supply of retailers are considered underserved and accordingly receive a higher
Market Saturation ranking. As always, the higher
the ranking, the better the retail opportunity.

Ranking of FARIDABAD Among the 48 Cities

Worst.

AT TTTT T T

MARKET SATURATION INDEX Ranking

(For All Leading Indicator Retailers Combined)
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APPENDIX (Continued)

City Revenues and Operating Expenses (Pages 5, 8, 11 and 14) — The scattergram in the Gross Profit Potential

upper left corner of these pages arrays the given city’s retail Overall Revenue Index against ﬁ k % ;.
its Overall Operating Expense Index. Both come from their respective charts further down s j .

on the same pages. (The lower charts show rankings, but the scattergrams exhibit more . . 5 °
precise normalized values for the two indices.) In the scattergrams, the higher and to the 3 i = s

right (in the green area) a given city’s data point is located, the greater the potential profit; z ‘5 05 g

-

conversely, cities with data points in the lower left (red) portion of the scattergram will be ¢ Allahabag
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Operating Expense Index

The chart of “Revenue Index” rankings provides exact figures for the city’s estimated popula-
tion in 2009, and provides estimates of both percentage growth and absolute growth of the
population between 2001 (the last official census) and 2009. All the other rankings in the chart are a combination of
mathematically and judgmentally derived indices. The principal contributors to the High Income Households Index are
the number of households that are classified as “A” or “B” according to India’s widely used Socio-Economic Classification
(SEC) system. Various occupational and educational characteristics of each household’s chief earner underlie the SEC
system; approximately 10% of India’s urban households qualify as A’s and another 20% as B’s. Additional contributors to
the index include the number of households with annual incomes exceeding one million Rupees (approximately USD
$20,000) and credible reports in the public domain media.

Similarly the four “branding” themes that correlate to attractive retail opportunities are a combination of mathematic
models and professional judgment.

e The Economic Power Index takes into consideration such factors as transportation infrastructure (higher rankings
for a seaport, international airport, etc.); governmental importance (capital of an administrative district or, better
yet, a state); presence of prominent international banks, hotels, and similar indicators of global standing; classifica-
tions of the city under two important national government systems (CCA and HRA); and so on.

e The Tourism Index considers such factors as the number of four and five star hotels; accessibility (notably by air-
plane); public domain media listings of the most popular tourist destinations; “column inches” of attention in lead-
ing guidebooks of India; the national and even international prominence of each city’s principal tourist attraction,
etc.

e The Intellectual Property Index is mainly a function of the magnitude of a city’s Information Technology (IT), Busi-
ness Process Outsourcing (BPO), and similar pace-setting sectors, together with the number and type of higher edu-
cational institutions. An example of the latter is whether the city hosts one or more of India’s highly-touted
“Central” and/or “Deemed” universities.

e The “Buzz” Index measures how often and by whom the city is mentioned in public domain media vis-a-vis its cur-
rent successes and growth prospects. For example, in the last couple of years Surat has been cited in innumerable
online newspaper articles as having India’s fastest growing Gross Domestic Product (GDP) and one of the greatest
concentrations of high income households.

Turning to the components of the Operating Expense Index, most are factual rather than mathematically derived or judg-
mental. Factually speaking, each city’s distance to a major seaport, airport, and retailcentric wholesale warehouse is
easily measured. The cost of renting or purchasing a store and the number of noteworthy malls in each city is more
problematic, because of the sheer number of data points and the not-always-discernible quality of the data sources;
accordingly, a “consensus forecast” approach is more appropriate. Normalized mathematical values of each of these
components combine into the Overall Operating Expense Index, which then appears as the ranking shown in the chart.

The literal bottom line of Pages 5, 8, 11

Ranking of FARIDABAD Among the 48 Cities

and 14 consists of subtracting the nor- REVENUES - OPERATING EXPENSE = GROSS PROFIT INDEX B2ekine Worst 51016 17t02d 25032 | 33t0d0
malized values of the Overall Operating e HTHE‘ T AT T

Expense Index from the Overall Revenue
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