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The Consumer Outlook

CONSUMER//RETAIL

Consumer confidence has reached record highs in 2015, with households aided by the perfect combination of low 
interest rates and negligible (even temporarily negative) inflation.  While pre-election jitters about a hung parliament 
cast a shadow over the economy, they were quickly assuaged following the surprise Conservative majority in May’s 
election.  A slew of positive post-election news (including the lowest level of unemployment in seven years), and 
continued rises in real wage growth, has meant household disposable incomes are in their best shape for some time.  
These have been further buoyed by the recent pension reforms which allow pensioners to withdraw large lump sums 
from their personal pension schemes.  More recent indicators point towards a softening in the economy, attributable to 
the manufacturing and construction sectors, unlike the service sector, which continues to perform robustly.  

Looking ahead into 2016, the current elevated levels of consumer confidence are likely to continue, particularly as the 
prospect of an interest rate rise recedes further into the year, or even into 2017.  However, the proposed overhaul of the 
working tax credits system, when it is finally agreed, will impact the spending power of working class families on lower 
incomes.  The simultaneous introduction of the national living wage, in April 2016, is unlikely to offset the proposed 
losses from working tax credit cuts and will be a considerable burden on retailers.  Significant sums have been bandied 
around, with a number of retailers claiming that by 2020, the cumulative impact of the living wage will inevitably lead to 

higher prices for consumers.  

Other precautionary signs to note are falling oil prices 
dropping out of inflation calculations next year, and 
widespread speculation that the window for filing PPI mis-
selling claims will be closed earlier than forecast.  There is 
no doubt the one-off windfalls consumers have received 
from banks and other financial institutions in recent years 
have provided a fillip to the economy, and in particular, 
big ticket items (witness the astounding growth in new car 
registrations in the past few years).  Annual PPI payouts 
for 2015 are forecast to be less than half the £6.28bn paid 
in 2012, and are expected to decline even further in 2016.  

Despite these concerns, we believe that consumer 
finances are in the strongest position they have been for 
some time, aided by the continued widespread availability 
of cheap credit, robust real wage growth and a relatively 
buoyant housing market.  This does not, however, mean 
consumers are slapdash spenders; A number of the traits 
they developed during the recession are now ingrained 
in their psyche – witness the continued robust growth of 
the discounters across a variety of sectors beyond food 
& grocery.  Retailers will need to work hard to ensure 
they deliver a superior shopping experience across all 
touchpoints to ensure they appeal to ever-increasingly 
savvy consumers.   
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Trade acquirers have accounted for 60% of all retail transactions completed so far in 2015.  Retail’s two hottest sectors – 
online and home shopping – are driving the activity in M&A, collectively accounting for 36% of completed deals.  
Home Shopping specialist BVG Airflo received £10m investment from 
The Business Growth Fund in August.  BVG has a portfolio of brands 
spanning sports nutrition, fishing, home & garden and clothing and also 
operates home shopping sites for a number of national newspapers.  

The investment should help the Group to further strengthen its appeal 
among the attractive range of demographic groups it serves.  
Other notable home shopping transactions include Blackstone’s 
acquisition of Ideal Shopping Direct (ISD) from Inflexion and Endless’ 
acquisition of High Street TV Group.  ISD has a strong position in 
crafts, and has benefitted from interest generated by the likes of TV 
show Great British Bake Off.  ISD has also expanded into the lucrative 
craft market in the US, now reaching over 40m households across the 
country.  It has a great opportunity to exploit this market which remains 
dominated by bricks-and-mortar stores.  

In the Pureplay Online sector, furniture retailer Made.com raised £38m 
in July to help fund its aggressive European expansion plans, whilst 
watch & jewellery group Aurum Holdings further strengthened its 
online presence through the acquisition of The Watch Hut.  
In Sports & Outdoor, ECI acquired Evans Cycles, as it seeks to 
capitalise on the UK’s insatiable appetite for cycling.  In the same 
month LGV Capital sold Snow + Rock (whose other brands include 
Cycle Surgery and Runners Need) to AS Adventure Group, the owner 
of Cotswold Outdoor, a PAI Partners portfolio company.  

Another hot sector of activity is Food & Grocery, with South 
African investment vehicle Brait increasing its stake in frozen food 
specialist Iceland to 57%.  This takes Brait’s total investment in 
the UK consumer sector to over £1.6bn, which includes majority 
stakes in Virgin Active and clothing retailer New Look – a ringing 
endorsement of the strength of the UK retail sector.  WM Morrison 
took the painful but necessary step of offloading almost its entire 
convenience store estate, booking a £35m loss in the process, as 
it focused on its core supermarket business.  Booker strengthened 
its position in the convenience sector via the acquisition of symbol 
group operator Musgrave, Budgens & Londis.  There is more activity 
in this sub-sector, with McColl’s, which successfully IPO’d last year, 
recently announcing it is seeking to offload 100 smaller, loss-making 
newsagent stores, almost 8% of its portfolio, as it continues its 
transition to become a pure convenience store operator. 

M&A Update
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O F  A L L  T R A N S AC T I O N S  H AV E 
B E E N  I N  T H E  O N L I N E  A N D  H O M E 
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DATE TARGET ACTIVITY ACQUIRER ENTERPRISE VALUE £M

06/11/2015 The Rug Company Designer and retailer of luxury rugs Palamon Capital Partners n.d.

29/10/2015 Brantano UK / Jones Bootmaker Ltd Footwear retailers Alteri Partners LLP 12.0

15/10/2015 Betterware Ltd Direct-to-home retailer of housewares, gifts and personal care products CVSL Inc n.d. 

02/10/2015 Iceland Foods Ltd (38% stake) Frozen food retailer Brait SE 172.0

01/10/2015 SHG Holdings Ltd Motor vehicle retailer Vertu Motors Plc 14.3

21/09/2015 Ideal Shopping Direct Multichannel crafts and home products retailer Blackstone 200.0

09/09/2015 WM Morrison Supermarkets 140 Mlocal convenience stores Private Investor / Greybull Capital 25.0

08/09/2015 The Watch Hut Pureplay Online watch retailer Aurum Holdings Limited n.d. 

03/09/2015 Benfield Motor Group Automotive retailer and distributor Lookers plc 88.0

25/08/2015 Medicanimal.com Online pet healthcare retailer Forward Dimension Capital n.d. 

03/08/2015 BVG Airflo Group Multichannel retailer of clothing, leisure and homeware products Business Growth Fund 10.0

03/08/2015 TM Lewin Shirtmakers Ltd (20% stake) Multichannel retailer of shirts and menswear Sankaty Advisors 100.0

29/07/2015 J Sainsbury pharmacy operations All in-store and standalone pharmacies Celesio AG 125.0

20/07/2015 Made.com Online furniture designer and retailer Fidelity Growth, Partech Ventures 39.2

02/07/2015 Wool Overs Limited Multichannel retailer of wool and cashmere clothing Langholm Capital n.d. 

30/05/2015 Snow + Rock Limited Outdoor sports retailer A/S Outdoor n.d. 

21/05/2015 Musgrave, Budgens Londis Ltd Convenience store group Booker Plc 40.0

15/05/2015 High Street TV (Group) Ltd B2B and B2C Multichannel retailer Endless Capital LLP n.d. 

14/05/2015 New Look Ltd Young fashion retailer Brait SE 780.0

14/05/2015 Poundworld Ltd Fixed price discount retailer TPG Capital LP 75.0

06/05/2015 Blackcircles Ltd Pureplay Online tyre retailer Michelin SA 50.0

01/05/2015 F W Evans Cycles Ltd Multichannel cycle retailer ECI Partners 100.0

10/04/2015 Naked Wines Pureplay Online wine buying club Majestic Wine Plc 70.0
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C Y B E RCR IME?
A R E  YO U  P R E PA R E D  TO  C O M B AT

In today’s demanding omnichannel environment, retailers have become custodians of phenomenal amounts of sensitive 
customer data and, therefore, become prime targets for cyber criminals.  Cybercrime has been classified by the National 
Security Office as a ‘tier one’ risk to national security, alongside terrorism and a major geopolitical conflict.  The direct cost of 
a data breach is significant (estimates suggest about £100 per record stolen), but the indirect costs are even more significant 
– factor in the organisational resources to eliminate such a breach, alongside the fall-out from the damage to a retailer’s 
reputation and the extrapolated value of customer loss resulting from turnover or diminished customer acquisition rates – and 
the total cost can run into several hundreds of thousands, or even, millions.  UK retailers that have suffered data breaches 
in recent years (both external and internal) include Carphone Warehouse, Play.com, Office, WM Morrison, Moonpig.com and 
TalkTalk. 
 
STEPS TO SAFEGUARD YOUR ORGANISATION

Smaller retailers are typically lulled into a false sense of security that they are less likely to be targeted.  However, in most cases 
hackers tend to follow the paths of least resistance, thereby targeting the very companies that can least afford to be hit.  So how 
can retailers better protect themselves from an external cyber threat?

Dark Data – data that lacks 
any control or classification 
– is all too prevalent in many 
organisations. 

Know exactly what data you hold 
to understand their various risk 
profiles. 

Encrypt all data at its various 
stages of motion, and in rest.  
Make sure you are PCI-DSS 
compliant. 

Isolate various critical areas of 
your system – e.g. segregating 
the cardholder data environment 
and your corporate network from 
each other and from the Internet 
and suppliers. 
 
Define various data into ‘zones’ 
according to its risk profile 
and limit traffic and access 
within each zone, to reduce the 
possibility of a malware infection.  
 

Even if a network is properly 
segmented there remains scope 
for stolen credentials to be used 
to infiltrate systems.  

Role Based Access Control 
(RBAC) ensures that you have 
complete control as to who 
has access to certain types of 
sensitive data. 

The proliferation of mobile 
devices in back-of-house 
operations (handheld scanners, 
tablets and other such devices), 
has opened up new avenues 
vulnerable to attack.  Ensure 
these are secured and regularly 
updated with the latest software. 

Understand what data you 
hold…and secure it 

Effectively segment 
your network  

Restrict Access Secure your hardware

STEP 1 STEP 2 STEP 3 STEP 4

xxxx

AN EFFECTIVE ‘TOTAL SECURITY’ STRATEGY

Firewalls

Continuous Staff 
Training

Ongoing 
Monitoring

IPS Security 
Devices

Secure Gateways
Anti-virus 
Software
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The Rug Co.
Story

T R A N S AC T I O N  H I G H L I G H T

Livingstone’s Consumer team has advised the 
management team of The Rug Company on the 
acquisition of a majority stake in the business by 
Palamon Capital Partners, a pan-European growth 
investor. 

The Rug Company is a leading global brand in luxury 
handmade rugs with an established international sales 
presence through 10 own showrooms and a number of 
franchise and concessions worldwide, generating sales 
of £23 million.  Founded in 1997 by husband and wife team 
Christopher and Suzanne Sharp, the Company produces 
a range of more than 300 high-quality, contemporary 
rugs which are crafted entirely by hand, using traditional 
weaving techniques.  The Company, which since 2008 
has been backed by Piper, the leading specialist investor 
in consumer brands, operates in the £3 billion luxury & 
affordable luxury segment of the global rug market.  It 
has built a strong reputation for design, based on its 
own in-house collection and through ranges developed 
in collaboration with iconic designers such as Alexander 
McQueen, Diane von Furstenberg, Kelly Wearstler, Paul 
Smith and Vivienne Westwood.

“We are delighted to be partnering with The Rug 
Company - a market leading brand in a niche retail sector 
with excellent growth dynamics.  The Company has 
established a strong brand name in key global markets 
and is consistently recognised by interior designers for 
leading design and quality.  With consumers increasingly 
seeking hand-crafted quality products with heritage we 
see fantastic potential in scaling the business from the 
strong base established by Christopher and Suzanne, 
into a truly global company.”
Pascal Noth, Partner, Palamon Capital Partners

“The team at Livingstone provided exceptional 
knowledge and expertise to support us through the 
process adding real value at each stage. Above all 
their wealth of experience and practical approach 
to achieving results whilst fully understanding the 
sensitivities of all parties made a huge difference.”
Robin Harding, CFO, The Rug Company 



Amazon claims to have pioneered the Black Friday concept back in 2010, but Wal-
Mart-owned Asda was the first bricks-and-mortar retailer to introduce the concept, 
to great fanfare, in 2013.  This year consumers are forecast to spend over £1bn 
online on Friday 27th November – this would not only represent a 25% increase on 
last year, but also the first time that UK online retail sales have surpassed £1bn.

Globalising Consumer Trends

What started as a purely American event 15 years ago is turning into a wider phenomenon. Globally, as Harvard Professor  
Sunil Gupta remarked in one of his blog posts for Livingstone earlier this year, 2014’s global Black Friday sales of $89bn 
placed it as the 64th largest economy in the world by GDP - just ahead 
of Oman.

The UK is Europe’s largest Black Friday market, with 2015 spend 
predicted to be 75% more than the combined German, French, Dutch, 
Italian, Spanish and Belgian markets.  It is also growing in popularity 
outside the northern hemisphere, with Latin American, Asian and 
Australian online retailers emulating this limited-window shopping 
festival concept. 

However, there are concerns as to whether 2014 marked a watershed 
moment for the Black Friday concept in the UK – which despite the 
record sales figures – will be remembered most for consumers fighting 
over TVs, police being called to control surging crowds at stores at 3am and orders not being delivered 
on time as logistics networks were crippled by the huge spike in orders.

CONSUMER//RETAIL

The Retail Phenomenon That is 
Here to Stay

H A R S H A  W I C K R E M A S I N G H E

2 0 1 5  C H R I S T M A S  &  N E W  Y E A R  O N L I N E  
S P E N D  P R E D I C T I O N S
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2015 Will be Bigger – But Will it be Better?

The retail industry was taken by surprise at the size and scale of Black Friday 2014, and this time, the preparations have begun 
well in advance as retailers determine the best way to deal with a huge spike in sales in such a concentrated time period.  One 
result is that a number of last year’s key participating retailers are scaling back their involvement in the event – including John 
Lewis, Argos, Mothercare and Oasis.  They are looking to spread sales out over a few weeks’ either side of the key date, so as 
to reduce the stress on their operations and to protect margins over this crucial shopping period.  Following last year’s Black 
Friday event, December retail sales growth was the weakest since 2008, at just 1 per cent, whilst online sales grew by just five 
per cent.

Asda has gone even further and announced it will not be participating in Black Friday.  The grocer’s decision is bold and 
could turn out to be either a masterstroke, or potentially backfire badly, as consumers shift spend to rivals offering attractively 
discounted products. Asda stores were the backdrop for some of the most violent scenes of Black Friday 2014 and its decision 
is as much an exercise in reputation management, as it is in continuing its fightback against the discount grocers Aldi and Lidl, 
by diverting the £26m budget it had earmarked for Black Friday into lowering prices across its core range.   

Opportunities and Challenges

Black Friday creates several significant challenges for retailers and brands alike because, as Professor Gupta noted, the new 
world of omnichannel distribution is “breaking down the simple, vertical divide between producer and retailer around which 
retail value chains have been built.” Every company that participates is going to be under pressure.

Price comparison is second nature to online shoppers: research from Conlumino says that 75% of consumers would rarely buy 
certain products at full price, and 62% say they wait to buy until a product is on offer or discounted. Given the short window 
and the pressure to discount heavily, Black Friday is a significant challenge to margins. 

The huge surge in transactions puts website performance under fierce scrutiny: delays, long waiting times and crashes will 
damage reputations as well as lose sales. The Black Friday challenge is to avoid negative headlines, consumer anger and 
social media storms for buckling under the pressure. 

But arguably the toughest challenge is logistical. For the online shopper, the speed and quality of delivery is paramount. 
Reputations hinge on the ability to meet a delivery promise. Even with razor sharp prices and a slick website, the 
failure to deliver in a timely fashion can be disastrous, as happened in 2014. The spike in orders generated by Black 
Friday places considerable strain on distribution and logistics operations, which are typically outside of retailers’ direct 
control – despite them significantly influencing the reputational risk. 

Maintaining Customer Expectations

Black Friday 2015 will no doubt smash numerous sales records, but we expect it in future years to be part of a series of 
discount and promotional activities spread across a number of weeks as part of the festive retail calendar.  We believe this is 
a sensible move by retailers – who are not being scrooges – but merely relieving pressure on both theirs and their partners’ 

supply chains to ensure they can effectively capture shopper spend whilst simultaneously maintaining a consistent experience 
across all consumer touchpoints at this critical time. 
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Recent Transactions

Livingstone’s Consumer team has broad experience across multiple facets of the value chain - successfully completing 
transactions across multi-channel retail and travel, retail strategy and the affiliate market sectors.

leading provider of retail 
strategy consultancy services 

has been sold to

leading retailer and distributor 
of fashion accessories and 

travel goods has sold a minority 
equity stake to

 leading online car rental broker 
has been sold to

leading independent producer 
of high-quality contemporary 
handmade rugs has sold a 

majority stake to

home shopping television 
network

has been sold to an affiliate of

leading online affiliate 
marketing network 
has been sold to

dedicated online and mail 
order supplier of ironmongery 

products has been sold to

has invested in leading online 
travel agent specialising in 

cruise and ski holidays

specialist provider of luxury 
discounted packaged holiday 

deals has been sold to

UK’s leading neighbourhood 
retailing group has listed on the 

London Stock Exchange

leading independent ad-tech 
platform for e-commerce 

marketing has been sold to

leading online luxury tour 
operatorhas been sold to



Livingstone is an international mid-market M&A and Debt Advisory firm, with offices in Beijing, Chicago, Düsseldorf, 
London, Madrid and Stockholm. Its 100 staff complete 50 deals per annum. 

We focus on five core industries, with dedicated teams across our offices serving the Business Services, Consumer, 
Healthcare, Industrial and Media & Technology sectors, drawing from our experience of closing over 750 transactions.

Simon Cope-Thompson
sct@livingstonepartners.co.uk
+44 (0) 20 7484 4706

We’d like to find out 
how we can help you.

Harsha Wickremasinghe
hw@livingstonepartners.co.uk
+44 (0) 20 7484 4748

LIVINGSTONEPARTNERS.COM

LET’S DIVE IN

Whether you are looking to sell, acquire, 
raise or manage debt, or manage a special 

situation we can help your business succeed
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