RolandBerger

Strategy Consulta

Credit — Where it's Due?

Research findings

Strategy Consultants

London, 14 January 2009



Roland Berger

Strategy Consultants

Notice

» This report has been produced by Roland Berger Strategy Consultants Limited
("Roland Berger") from interviews of finance managers at 137 of the UK top 1,000
companies by turnover. The survey was conducted in December 2008 and focused on
4 main sectors: Property and Construction, Consumer Goods and Retail,
Manufacturing and non-bank financial services

* Neither the whole nor any part of this report may be distributed, reproduced, disclosed
to, used or relied upon by any other person or used for any other purpose without the
prior written consent of Roland Berger

« While the information provided herein is believed to be accurate, Roland Berger
makes no representation or warranty, express or implied, as to the accuracy or
completeness of such information. Nothing contained within this report is or should be
relied upon as a promise or representation as to the future. In furnishing this report,
Roland Berger reserves the right to amend or replace the report at any time and
undertakes no obligation to provide the users with access to any additional information

 In this notice the term Roland Berger include its partners, directors, employees and
agents
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Executive summary

+ 34% of large UK companies have seen their unused credit lines reduced over the last 12 months —
on average by 33%

» Property & Construction companies have been most likely to have experienced a reduction in
unused credit lines in the past 12 months with 44% affected

» The constraint on credit is expected to stiffen as only 52% of companies expect to renew their
current credit lines in full in the next 12 months (37% believe it is uncertain, 11% believe they won't
be able to). An indicative estimate of the expected credit line reduction for those unable to renew
was put at 34%

» Only 26% of respondents have planned to put in place both operational and structural measures to
limit short term financing requirements

« Companies have witnessed an increased cost of short term financing: currently 81 bps since
June 08 — Manufacturers have been hardest hit with an increase of 122 bps

» On average the sampled companies expect the current difficult situation to last another 19 months,
but believe their businesses can only last another 17 months without sustaining material damage

Source: Roland Berger | 3
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Over 34% of surveyed companies have seen a reduction in unused
credit lines over the last 12 months, on average by 33%

Have your banks decreased your unused credit lines
in the last 12 months?

Proportion of unused credit lines cut over the last 6
months [%]

Yes
34%

66%
No

Source: Roland Berger
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Companies that have had their unused credit lines reduced have
also felt more impacted by the recession

Impact of recession [% of companies]

62%
o |:| Companies with unused credit line reduced
54% (| Companies unaffected
28%
21%
14%
10%
0,
4% 6%
I—

Significant Moderate No impact Positive impact

negative impact

Source: Roland Berger

negative impact
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Property & Construction companies have been most likely to have
seen a reduction in their unused credit lines

Companies that have had their unused credit lines reduced Average drop in unused credit lines for

in the last 12 months [%)] affected companies [%]

{base: 47}
Total 34 33
Property &
Construction 44 34
Manufacturing 26 31

Consumer goods

& Retail 31 26

Financial services
excl. banks 38 42

Source: Roland Berger
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The drop in unused credit lines had an impact on liquidity for 55%
of sampled companies

Selected impact of reduction of unused credit lines on sampled companies [% yes]
{base: 33}

55%
42%
33% 33%
Poor liquidity Investments/planned Recruitment plans Loss of revenues
investments

Source: Roland Berger | 7
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Property & Construction companies feel most strongly that unused
credit lines are significant to the running of their businesses

Importance of unused credit lines to the effective Areas where unused credit lines are most important
running of the business [% saying important or very important]
[% saying important or very important]

63 64
60 60
55
48
42 45 45
Total  Property & Manufac- Consumer Financial For cash As a safety For realising For financing
Construc-  turing goods & services flow/working buffer against investment long term
tion Retail excl. banks capital a worsening opportunities assets

economy

Source: Roland Berger | 8
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34% of surveyed companies felt compelled to use their credit lines
unnecessarily to avoid losing them — most common for smaller
companies, Property & Construction and Financial Services

% of companies that felt pressure to use their credit lines unnecessarily

47% 46%

39%
34%
30%
26% 25%
IIII IIII
Total GBP 250-750 m Over GBP 750 Property & Manufacturing Consumer Non-bank
turnover m turnover Construction Goods & Retail Financial

Services
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Only 52% of companies think they will be able to renew their credit
lines in 2009 without a problem, there are indications of a 34% cut
for those that can't

Do you expect to be able to renew your current lines Estimated shortfall in credit lines of those that
of credit in the next 12 months with current banks? answered "No" [% fall from current credit lines]
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Most companies plan to reduce staff costs to mitigate the effects of
the credit crunch, while 26% of companies plan to put operational
or structural actions in place

How do you plan to respond to the credit crunch? [%]"
{base: 122}

Reducing personnel costs | 55%

Closer communication with banks |50%

Operational measures
26%
Structural measures 139%

Increase medium/long term funding |41%

| 44%

Renegotiation of T&Cs with suppliers 139%

Secure new credit lines with other banks |38%

Alternative financing to increase liquidity |26%

Renegotiation of T&Cs with clients |20%

. Companies planning both operational & structural measures

1) Multiple answers possible

Source: Roland Berger | 11
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Cost of short term credit has increased on average by 81 basis
points over the last 6 months

Since June 2008, how have your overall short term Increase in interest rates in short term financing
financing conditions evolved? since June 2008 [basis points]
122
98
Same 81 78
Got worse 51
Improved ) .
Total  Propertyand  Manu- Consumer  Financial
Construction  facturing goods & services
Retail excl. banks

Source: Roland Berger

12
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Companies don't expect on average to last the credit crunch
without material damage to their business

Average expected duration of credit crisis vs. how long companies can cope [months]

Total 19
17
: 18
Property & Construction 13
20
Manufacturing
18
, 20
Consumer goods & Retail 17
Financial services 18
excl. banks 17

[ How long will the tight availability of credit last?

[ | How long could your company operate in a tightening credit environment
without material damage to the business?

Source: Roland Berger | 13
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