
DiD you know...
According to the International Council of 
Shopping Centers (ICSC), retail sales will 
rebound with a 3.9% increase in 2010. 

Online sales rose 15.5% for the holiday 
season, though they make up less than 
10% of all retail sales. Source: MasterCard 
Advisors’ SpendingPulse.

The number of contracts to buy previously 
owned homes rose 1% after plunging 
16.4% in November, a lackluster rebound 
following a record decline. National 
Association of Realtors. 

The Reuters/University of Michigan 
preliminary index of consumer sentiment 
increased to 74.4 in January, up from 72.5 
in December. The gauge averaged 66.3 last 
year after reaching a record 28-year low of 
55.3 in November 2008. Source: Reuters/
University of Michigan.

The U.S. Department of Agriculture 
trimmed its 2010 food inflation predictions 
to between 2.5 and 3.5%, which is good 
for consumers but challenging for grocery 
stores. 

Retail sales rose 3.3% in January, the 
strongest monthly gain since April 2008. 
Source: Thomson Reuters

Best Buy is #1 for electronics purchases 
among shoppers who report a household 
income of less than $50,000, with 29.5% 
shopping there most often. Walmart 
follows closely behind (28.4%) and the 
two appear to be growing at a similar rate 
of speed with CEI ratings of 118.54 and 
116.51, respectively. Source: BIGresearch 
December Retail Ratings Report.
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as the holiday season ends and the 
dust settles around earnings, clear 
indicators on the financial health of 

the retail industry are emerging. sales for the 
2009 holiday season were up 1.5 percent, 
which was higher than most predictions, but 
very close to the forecast in the 2009 BDO  
Retail Compass Survey of Chief Marketing 
Officers (“CMOs”), which predicted that 
comparable store sales for the holiday season 
would increase by 1.4 percent.   however, 
although 2009 showed increases, it’s 
important to remember that these gains are 
on top of the terrible results achieved by 
retailers in 2008.

so, what does this mean for retailers? 
The slight bump in sales is a positive sign 
for the industry, which has struggled 

through decimated earnings and significant 
bankruptcies for the past two years. By 
considering both the positive and negative 
indicators of recent months, we can begin to 
get a sense of how retailers will fare in 2010. 

Flashback to 2009

retail is a cash-oriented industry that relies 
heavily on financing to run operations and 
purchase inventory. consequently, the 2008 
financial meltdown had a profound impact 
on retailers in 2009. with credit lines dried 
up and consumer sentiment way down, 
many businesses found it a  challenge to keep 
doors open and shelves stocked, much less 
to reap profits. This resulted in a “survival of 
the fittest” mode, eventually separating the 
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strong from the weak and leading to a flurry of 
high profile bankruptcies. There were a total 
of 487 retail bankruptcy filings during 2009, 
the bulk of which were in discretionary goods, 
such as: apparel, jewelry, household products, 
electronics and specialty goods.  

Positive inDicators 
For the retail inDustry 
in 2010

Strategically Managed Inventory
retailers approached the 2009 holiday 
season with tightly managed inventory 
levels. Because levels were drastically lower 
than the 2008 holiday season, retailers were 
much less vulnerable to markdowns that 
hurt profit margins. while consumers did find 
great deals, retailers did not give away the 
shop - promotions and discounts this season 
were much more strategic and moderate 
in comparison to the 70 and 80 percent 
discounts seen in 2008. for most retailers, 
this should put them in a stronger position for 
2010.

Retail Earnings Up for the Holiday 
Season
economists, pundits and retailers alike waited 
with baited breath to see if consumers 
would shop this holiday season. ultimately, 
consumers did shop and retailers saw a 
small, but promising, bump in sales. in fact, 
according to Thomson reuters, 21 out of 
30 retailers they tracked posted better than 
expected sales results for stores open at least 
a year in December. in the same study, 75 
percent of retailers beat analysts’ estimates 
for December 2009 sales. as a result, several 
retailers have already expressed growing 
confidence by raising their earnings estimates 
at year-end. 

Consumer Confidence Indicators 
Increasing
consumer confidence levels increased 
throughout 2009.  in January 2010, the 
reuters/university of michigan consumer 
sentiment index rose to 74.4 from 72.5.  This 
was weaker than economists had hoped but 
any increase is a positive development for a 
business that relies on consumer spending.  

US Economy is Growing
recent reports cite that the u.s. economy 
grew in the third quarter of 2009 for the first 
time in the preceding five quarters. further, 
the commerce Department reported in mid-
January that retailers increased inventory 
purchases in November. This indicates that 
retailers expect sales to increase in the coming 
months. increasing inventory levels requires 
more production, which can lead to more jobs 
down the road.  

also, the u.s. central Bank recently reported 
signs of economic recovery across the country 
and the federal reserve report cited that 
economic conditions improved in 10 of the 
bank’s 12 regions. 

hurDles For the retail 
inDustry in 2010

Stubborn Unemployment Levels
Despite economic reports illustrating a gradual 
recovery, there are significant obstacles that 
will likely prevent a robust turnaround. in 
fact, cricitcal data pertaining to employment 
measures and consumer income appear to be 
severely lagging previous recovery cycles. in 
2009, unemployment continued to rise and 
still hovers around 10 percent.  further, the 

employment situation has not yet reached a 
bottom - 85,000 jobs were lost in December 
even though most economists predicted gains.  

This is critical - according to BDo’s survey of 
cmos, more than half (67%) of the cmos, 
including 80 percent of the top 100 retailers, 
cited unemployment as the most vital issue 
to their success for the 2009 holiday season. 
since unemployment directly impacts 
consumer confidence and spending, retailers 
cannot expect to see a major turnaround until 
businesses start hiring again. 

A New Consumer Mentality 

The nation’s psychology has changed. 
currently, consumers are not spending at 
the levels they were prior to the recession – 
which, according to the u.s. Bureau of labor 
statistics, was nearly $50,000 per consumer 
in 2007. This is no surprise. The real concern 
retailers have is when or whether consumers 
will ever return to spending at those levels. 
much like those who lived through the great 
Depression, people who endure this economy 
are learning difficult lessons about the 
importance of savings, which will likely lead 
to more conservative spending habits moving 
forward. 

continueD From Page 1

uncertain times
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David Berliner is a Partner in the Retail and 
Consumer Product Practice at BDO. He also leads 
the Business Restructuring Services Practice for 
the New York Office at BDO Consulting. He can be 
reached at dberliner@bdo.com.

2009 retail 
bankruPtcies

Some of the larger filings included:

Filenes basement (De)
aPParel

bashas’ (aZ)
fooD & Beverage

bi-lo (sc)
fooD & Beverage

bruno’s supermarkets (al)
fooD & Beverage

crabtree & evelyn (ny)
householD ProDucTs

eddie bauer (De)
aPParel

Finlay enterprises (ny)
Jewelry

Fortunoff holdings (ny)
Jewelry & housewares

Penn traffic (2nd filing, De)
fooD & Beverage

ritz camera centers (De)
comPuTers & elecTroNics

about china’s moves to cool its economy as 
well as  white house proposals to limit the 
size and trading of the u.s.’ biggest banks.

Forecasting For 2010

after considering both the negative and 
positive indicators for 2010, it appears that 
recovery in the retail industry will be slow in 
2010. we will see more stagnation than robust 
earnings, but there will be fewer reports of 
decreasing sales than we saw in 2008 and 
2009.  To keep help keep stores open, retailers 
will benefit from landlords being more 
agreeable to lease concessions and lenders 
being more lenient with amending or waiving 
minor loan covenant violations.

few retailers will add locations or drastically 
expand inventory in 2010. rather, the recent 
trend of closing unprofitable or marginal store 
locations is likely to continue throughout 
2010, as are lean inventory levels. however, 
this is not necessarily a negative trend – 
retailers must protect their business to avoid 
economic trouble and in some cases stave off 
bankruptcy. 

as the smoke continues to clear, and retailers 
deal with the reality of their holiday sales, 
there will be some retail bankruptcies in 2010, 
but fewer than 2009. strong retailers will take 
advantage of bankruptcies to capitalize on 
market share, while others will continue to 
find ways to protect their margins. 

retailers have been tested over the past year 
and, as a result, they are a lot more strategic. 
most have implemented creative solutions 
to streamline business operations and have 
removed excess costs. overall, the economy is 
stabilizing and that is good news for the entire 
retail industry.  

Legislative Issues Cast a Shadow
There are a number of high profile legislative 
issues on the horizon that will impact 
businesses, but retailers are most focused on 
further economic stimulus and healthcare 
reform. many retailers hope that washington 
will focus on stimulating job growth and 
boosting consumer sentiment, so that the 
public feels comfortable shopping again. 
further, since retailers currently employ 
more than 15 million american workers, any 
kind of healthcare reform will greatly affect 
the industry. groups like the National retail 
federation and the retail industry leaders 
association are in favor of some kind of 
reform, but they also fear that employer 
mandated coverage will impede most retailers 
financially and prevent them from being 
able to hire as many employees. instead, 
the National retail federation would prefer 
malpractice reform, subsidies and tax credits 
for individuals and businesses.  

Winter Effect
if the recent cold snap across the country 
is any indication, this could prove to be a 
tougher winter than expected.  even regions 
that are unlikely to have cold weather, 
such as the southeast, have seen freezing 
temperatures so far. This means that more u.s. 
consumers are turning on the heat and driving 
more than walking. high gasoline and heating 
costs will likely continue to reduce shoppers’ 
disposable income, thereby potentially having 
a further negative impact on retail sales.

Decreasing Equity Markets
The equity markets in January 2010 have been 
decreasing.  for example, on Jan. 21, 2010, the 
Dow fell 214 points for its biggest drop since 
oct. 30, 2009, evaporating year-to-date gains.  
The drop was attributable to investors worried 

as the smoke continues to clear, anD 
retailers Deal with the reality oF 
their holiDay sales, there will be 
some retail bankruPtcies in 2010, but 
Fewer than 2009. 
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calenDar contact:

ISSy KOttON, LOS ANgELES
310-557-0300 / ikotton@bdo.com

AL FERRARA, NEw yORK
212-885-8000 / aferrara@bdo.com 

StEvE FERRARA, ChICAgO
312-856-9100 / sferrara@bdo.com 

tED vAUghAN, DALLAS
214-969-7007 / tvaughan@bdo.com 

CAthERINE FOx-SIMPSON, DALLAS
214-969-7007 / cfox@bdo.com 

DOUgLAS hARt, SAN FRANCISCO
415-397-7900 / dhart@bdo.com 

ALAN SELLIttI, NEw yORK
212-885-8000 / asellitti@bdo.com

DAvID BERLINER, NEw yORK
212-885-8000 / dberliner@bdo.com

February 2010

February 9 – 10 
retailweek supply chain summit
BT centre
london, uK

February 11 
icsc southeast retail connection
marriot atlanta marquis
atlanta, ga

February 18 
icsc: retail recovery communities Take 
action
webinar
2:00-3:30pm

February 21 – 24  
rila logistics conference 2010
gaylord Palms resort & convention center
orlando, fl

march 2010

March 1 – 3 
fmi 2010 annual Business conference
hilton anatole
Dallas, TX 

March 2 – 4               
shop.org retail innovation & marketing 
conference
westin st. francis
san francisco, ca

March 3 – 4 
retailweek conference 2010
Park Plaza victoria
london, uK

March 10 – 12
icsc conference on open-air centers
ritz carlton grande lakes
orlando, fl

BDO REtAIL AND CONSUMER PRODUCt PRACtICE 
BDo has been a valued business advisor to retail and consumer product companies for 100 years. The firm works 
with a wide variety of retail clients, ranging from multinational fortune 500 corporations to more entrepreneurial 
businesses, on myriad accounting, tax and other financial issues.

ABOUt BDO
BDo is the brand name for BDo seidman, llP, a u.s. professional services firm providing assurance, tax, financial 
advisory and consulting services to a wide range of publicly traded and privately held companies. for 100 years, 
BDo has provided quality service through the active involvement of experienced and committed professionals.  
The firm serves clients through 37 offices and more than 400 independent alliance firm locations nationwide. as 
an independent member firm of BDo international limited, BDo serves multi-national clients through a global 
network of 1,138 offices in 115 countries.  

BDo seidman, llP, a New york limited liability partnership, is the u.s. member of BDo international limited, a uK 
company limited by guarantee, and forms part of the international BDo network of independent member firms. 
BDo is the brand name for the BDo network and for each of the BDo member firms. for more information please 
visit: www.bdo.com.  

material discussed is meant to provide general information and 
should not be acted upon without first obtaining professional 
advice appropriately tailored to your individual circumstances.

To ensure compliance with Treasury Department regulations, 
we wish to inform you that any tax advice that may be 
contained in this communication (including any attachments) 
is not intended or written to be used, and cannot be used, 
for the purpose of (i) avoiding tax-related penalties under 
the internal revenue code or applicable state or local tax or 
(ii) promoting, marketing or recommending to another party 
any tax-related penalties under the internal revenue code or 
applicable state or local tax law provisions or (ii) promoting, 
marketing or recommending to another party any tax-related 
matters addressed herein.
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