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Attention: H. Christopher Owings
Scott Anderegg

Re:  Ulta Salon, Cosmetics & Fragrance, Inc. — Amendment No. 2
Registration Statement on Form S-1
File No. 333-144405

Ladies and Gentlemen:

On behalf of Ulta Salon, Cosmetics & Fragrance, Inc., a Delaware corporation (the ‘Company”), we hereby transmit for filing under the Securities Act of 1933, as
amended, Amendment No. 2 (the “Amendment”) to the Company’s Registration Statement on Form S-1 (the ‘Registration Statement”), including certain exhibits. The
Company supplementally advises the staff (the “Staff”) of the Securities and Exchange Commission (the ‘Commission”) that it plans to file an application for confidential
treatment with respect to a certain exhibit to the Registration Statement with the Secretary of the Commission concurrently with the Amendment. Courtesy copies of this letter
and the Amendment (specifically marked to show changes thereto) are being submitted to the Staff by hand delivery.

The Amendment reflects the responses of the Company to comments received from the Staff in a letter from H. Christopher Owings, dated September 14, 2007 (the
“Comment Letter”). Where we have revised the disclosure in the Registration Statement in response to the Staff’s comments, we have noted the applicable page number of the
Amendment next to the comment. In addition, certain marked copies of the Amendment provided to the Staff have been marked with the number of the response next to the
corresponding text of the Amendment.

General

1. We note your response to comment 1 in our letter dated August 3, 2007. As discussed with counsel, please ensure that you provide a price range in your next
amendment.
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Response: In response to the Staff’s comment, we have provided a price range in the Amendment.

Front Cover of Prospectus

2. We note your response to comment 4 in our letter dated August 3, 2007. Please revise your disclosure to remove the names of the joint book-running
managers from the front cover page. You may include this information on the back cover of the prospectus.

Response: We supplementally advise the Staff that J.P. Morgan Securities Inc. and Wachovia Capital Markets, LLC, the two underwriters identified as joint book-
running managers in the response to prior comment 4, are managing underwriters of the offering, as are Thomas Weisel Partners LLC, Cowen and Company, LLC and
Piper Jaffray & Co. As such, we respectfully submit that Item 501(b)(8)(i) of Regulation S-K requires that each of J.P. Morgan Securities Inc., Wachovia Capital
Markets, LLC, Thomas Weisel Partners LLC, Cowen and Company, LLC and Piper Jaffray & Co. be listed on the outside front cover page.

Prospectus Summary, page 1

3. We note your response to comment 6 in our letter dated August 3, 2007 and we re-issue it in part. We note your chart supporting your assertion that you are
“the largest beauty retailer that provides one-stop shopping for prestige, mass and salon products and services in the United States” and your statement that
you “offer the widest selection of categories across prestige and mass cosmetics, fragrances, haircare, skincare, bath and body products and salon styling
tools.” In this regard, please provide us with copies of your source data cited in footnote 1. In addition, please explain to us the meaning of footnote 2. Please
also explain by what measure you are referencing when you state that you are the largest.

Response: In response to the Staff’s comment, we have updated the chart supporting our assertion that the Company is “the largest beauty retailer that provides one-
stop shopping for prestige, mass and salon products and services in the United States” and the statement that the Company “offer[s] the widest selection of categories
across prestige and mass cosmetics, fragrances, haircare, skincare, bath and body products and salon styling tools.” The updated chart and copies of the source data
cited in footnotes to the chart are provided in Annex B hereto.

In response to the Staff’s request for an explanation of footnote 2 in the above-referenced chart, we supplementally advise the Staff that Sally Beauty Holdings is
comprised of two
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divisions — Sally Beauty Supply (a retailer) and Beauty System Group, or BSG (a distributor). For comparison purposes, we have only included Sally Beauty Supply
information in the chart.

We also supplementally advise the Staff that we believe we are the largest U.S. retailer to offer products across all of the categories referenced above as measured by
sales.

We also note your revised disclosure concerning the assertion that you “pioneered our unique combination of beauty superstore and specialty store
attributes.” In this regard, please disclose whether this information is based upon management’s belief, industry data, reports/articles or any other source. If
the statement is based upon management’s belief, please indicate that this is the case and include an explanation for the basis of such belief. See also, “We
provide affordable indulgence to our customers...” and “We provide our customers with a timely escape...”

Response: In response to the Staff’s comment, we have revised the disclosure. Please see pages 1, 2, 33, 55 and 56.

We further note your revised disclosure concerning the number salons in the United States. Please provide us with a copy of the report or study by
Professional Consultants & Resources. Please also provide us support for your references to the “significant changes” that have occurred to the $75 billion
beauty industry.

Response: In response to the Staff’s comment, we have deleted the references to 230,000 salons and to the study by Professional Consultants & Resources on pages 60
and 69, because a copy of such study is not available on a cost-effective basis. In addition, we supplementally provide in the bulleted language below the support
describing the “significant changes” that have occurred in the $75 billion beauty industry which is further discussed in greater detail in the “Our Market” section of the
Registration Statement on pages 60 — 63.

. Department stores, which have traditionally been the primary distribution channel for prestige beauty products, have been meaningfully affected by changing
consumer preferences and industry consolidation over the past decade. From 2000 to 2006, these changes have resulted in declines in the beauty retail market
share of department stores from 18% to 15% while the specialty retail channel has increased its share of the beauty retail market from 7% to 9%, according to
Kline & Company (a copy of its study is included in the backup materials in Annex D hereto).

. Women, and particularly women in younger generations, tend to find department stores intimidating, high-pressured and a hindrance to a multi-brand shopping
experience and, as such, are choosing to shop elsewhere for their beauty care needs. According to NPD, 55% of women aged 18 to 24 and 40% of women aged
18 to 64 shop in specialty stores. In addition, a recent NPD study (a copy of which is included in the backup materials in Annex D hereto) found that nine out of
ten women who
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shop at specialty retailers for beauty products do so because they can touch, feel and smell the products.

. There has been an increase in the number of manufacturers of prestige beauty brands pursuing new distribution channels outside of the department store
channel. Examples of these alternative distribution channels include specialty retail stores, spas and salons, direct response television (i.e., home shopping and
infomercials) and the Internet. In addition, many manufacturers of smaller prestige brands are selling their products through these non-traditional channels due to
the high fixed costs associated with marketing through most department stores and to capitalize on consumers’ growing propensity to shop elsewhere.

. Historically, beauty manufacturers have distributed their products through distinct channels—department stores for prestige products, drug stores and mass
merchandisers for mass products, and salons and authorized retail outlets for professional hair care products. Women are increasingly shopping across retail
channels for their beauty products (as opposed to shopping in just one channel), and they tend to purchase both prestige and mass beauty products. We attribute
this trend to a number of factors, including the growing availability of prestige brands outside of department stores and increased innovation in mass products.

4. We note your response to comment 8 in our letter dated August 3, 2007. We further note the revision that you have made to the prospectus summary.
However, your disclosure continues to contain repetitive disclosures. For example, we note that your disclosure “Our competitive strengths” on page 2
contains disclosures that are identical to your disclosure on page 54. Accordingly, revise the summary to highlight each item of key information one time, and
include a more complete description of each item only once in the body of your prospectus.

Response: In response to the Staff’s comment, we have revised the disclosure. Please see page 2.

Risk Factors, page 9

Any significant interruption in the operations of our distribution and order fulfillment infrastructure could disrupt our ability to deliver our merchandise..., page
11

5. We note your response to comment 11 in our letter dated August 3, 2007. Your subheading does not fully describe the risk disclosed in the text. The risk you
describe appears to be that you are dependent on only one distribution center and if that one distribution center experiences any significant interruption it
would significantly reduce your ability to supply your stores with your products which in

4
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turn would likely reduce your revenues. Please revise your risk factor subheading to reflect this risk.
Response: In response to the Staff’s comment, we have revised the disclosure. Please see page 11.

We as well as our vendors are subject to laws and regulations that could require us to modify our current business practices..., page 15

6. We note your response to comment 14 in our letter dated August 3, 2007. Please revise to tailor this risk to your company. As drafted you have included risk
that could apply to nearly any issuer in your industry and even to other industries, like local zoning and land use restrictions and risk that are more specific to
your operations, like California’s “Proposition 65” and FDA and FTC regulations. This comment also refers to the risk entitled “If we fail to maintain the
value of our brand...”

Response: In response to the Staff’s comment, we have revised the disclosure. Please see pages 15 - 16. In addition, in response to the Staff’s comment, we have
deleted the risk entitled “If we fail to maintain the value of our brand . . .”

Management’s discussion and analysis of financial condition and results of operations, page 32

7. We note your response to comment 20 in our letter dated August 3, 2007. We note your discussion of trends in your industry and your plans to take
advantage of those trends. Please expand your discussion to also include known risks, challenges or uncertainties that will have, or are reasonably likely to
have, a material impact on your revenues, income, or your liquidity.

Response: In response to the Staff’s comment, we have revised the disclosure. Please see pages 34 - 35.

Growth Strategy, page S5

8. We note your response to comment 37 in our letter dated August 3, 2007. We continue to believe that, without additional support, your indication that you
will be able to expand to 1,000 retail stores over the next 10 years is inappropriate. The support you have provided for this statement would appear to provide
support for your ability to identify new locations, however, you do not speak to any other aspect

5
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of this goal, such as the ability to finance such expansions. Please revise to provide additional support.

Response: In response to the Staff’s comment, we have revised the disclosure. Please see pages 58 - 59.

Our Market, page 57

9. We note your response to comment 38 in our letter dated August 3, 2007. We reissue our prior comment in part. We note your submission of the referenced
studies published by Kline & Company, and IBIS World Inc., a survey by American Express, and articles citing studies by NPD and Professional Consultants
& Resources. We were unable to verify some of the statements attributable to these materials. We could not verify all the statements because you did not
provide us a means to cross reference statements in the prospectus with the studies. Please provide copies of these studies to us, appropriately marked in a
manner that cross references the support materials with your statements in your prospectus.

Response: In response to the Staff’s comment, we have marked the prospectus and copies of the studies published by Kline & Company, and IBIS World Inc., the
survey by American Express, and articles citing studies by NPD to cross reference certain statements attributable to these materials. Marked copies of the source data
together with an index are provided in Annex D hereto.

Compensation discussion and analysis, page 73

10.  We note your response to comment 43 in our letter dated August 3, 2007. Please expand your discussion to explain the components of the benchmark that
was utilized, such as the items of compensation you have benchmarked. Please also discuss the generally and retail industry surveys that you utilized. Please
also explain in terms that an average investor could understand what a binominal option valuation model is and its role in awarding compensation.

Response: In response to the Staff’s comment, we have revised the Philosophy and overview of compensation section to more specifically address the issues raised.
Specifically, we have revised our discussion of the Compensation Committee’s use of compensation consultant services to benchmark total cash compensation (salary
and bonus) to the marketplace. The Compensation Committee did not consider separate components or compensation items in their review. Instead, as noted in the
discussion, the Compensation Committee looked
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at overall compensation levels in the marketplace and increased the compensation of our executives in a commensurate manner. Please see pages 77 - 78.

We also have revised our description of the general and retail industry surveys to specifically identify the surveys used. We have deleted the reference to the binomial
option valuation model, as such model has not in fact been used for making any grants to date. Please see page 78.

11.  We note your response to comment 44 in our letter dated August 3, 2007. Please elaborate upon how the annual report of individual executive performance
prepared by Ms. Kirby assists the Compensation Committee in determining appropriate individual compensation. Summarize the data that is provided in
the annual report.

Response: In response to the Staff’s comment, we have revised the Philosophy and overview of compensation section to more specifically describe the data contained
in the annual report prepared by Ms. Kirby to assist the Compensation Committee in determining appropriate executive compensation. Please see page 78.

Summary Compensation Table, page 77

12. We note your response to comment 47 in our letter dated August 3, 2007. You include a “$” at the top in the year column. Please delete the “$” in this
column.

Response: In response to the Staff’s comment, we have deleted the “$” within the referenced column. Please see page 82.

Review and approval of related party transactions, name 87

13.  We note your response to comment 49 in our letter dated August 3, 2007. We reissue our prior comment in part. Please revise yours discussion to indicate
how you will determine whether a board member is “interested” in the transaction and what constitutes a “material economic interest.” Similarly, indicate
what types of transactions, if not all, will be subject to this approval process.

Response: In response to the Staff’s comment, we have revised the disclosure. Please see pages 96 - 97.

7
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Financial Statements

14.

15.

Please revise to update the unaudited interim financial statements to include the 26 weeks ended August 4, 2007 in accordance with Rule 3-12 of
Regulation S-X.

Response: In response to the Staff’s comment, we have updated the unaudited interim financial statements to include the period as of and for the 26 weeks ended
August 4, 2007, where appropriate. Please see pages F-3, F-5, F-7, F-10 and related notes to the consolidated financial statements.

We note your responses to comments 51 and 57 in our letter dated August 3, 2007. Both of these comments require additional disclosure and or supplemental
information related to the initial offering price of the common shares. We may have additional comment when the IPO price is available. Please update the
information in Annex C to include grants subsequent to our initial comment letter.

Response: In response to the Staff’s prior comment 51, we have added pro forma disclosure of the offering and pro forma earnings per share for the latest year and the
six months ended August 4, 2007. Please see pages F-3, F-5 and F-12. We supplementally advise the Staff that we understand that the Staff may have additional
comments in connection with this information.

In addition, we respectfully submit that the analysis of our response to prior comment 57 is not dependent on the price range.
We supplementally advise the Staff that we have updated the information included inAnnex C for options granted subsequent to the initial comment letter.

In order to assist the Staff in its analysis with respect to our option grants, we are supplementally providing the Staff with the following discussion regarding the
Company’s valuation methodology and option grants during the 12-month period prior to filing its Registration Statement on Form S-1 on July 6, 2007. The discussion
includes the methodologies used to determine the fair market value of the Company’s common stock for purposes of determining the exercise price of the Company’s
stock options, and the events that have impacted the Company’s valuation during the relevant time period. All share and per share amounts reflected hereafter are
presented on a pre-split basis.

The Company has a history of issuing stock option grants to employees, directors, and others dating back to 1993 under various stock option plans as described in our
Registration Statement. In accordance with our stock option plans, the Board of Directors is responsible for determining the fair market value of our common stock. To
assist the Board of Directors, the Company has obtained independent third-party

8
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valuations of the fair market value of its common stock from the same nationally recognized appraisal firm on a regular basis since 2000.

The following table summarizes options granted during the twelve-month period prior to the filing of our initial Registration Statement (all numbers are shown on a
pre-split basis):

Employee Option Grants July 2006 - July 2007

Option Underlying
Grant Options Strike Share
Date Granted Price Fair Value
10/24/2006 755,000 $ 5.80 $ 5.80
12/20/2006 120,000 5.80 5.80
2/28/2007 58,000 7.52 7.52
5/15/2007 70,000 7.89 7.89
7/18/2007 388,000 9.99 9.99
7/18/2007 500,000(1) 9.99 9.99
7/18/2007 500,000(1) 16.00 9.99

(1)- Represents a grant to our Chief Executive Officer of 500,000 options at the current fair market value and 500,000 options at a price as determined by the Compensation Committee and the Board
of Directors.

Valuation Methodology

As mentioned above, the Company has obtained valuation reports from the same nationally recognized third-party appraisal firm on a regular basis since 2000. For the
twelve-month period prior to filing our initial Registration Statement, the Company obtained contemporaneous valuations to coincide with option grant approvals,
which occurred during our regularly scheduled Board meetings.

The methodology for estimating the fair market value of the Company’s common stock utilized by the third-party appraisal firm follows the guidance set forth in the
AICPA’s Practice Aid, Valuation of Privately-Held-Company Equity Securities Issued as Compensation. The third-party appraisal firm estimated the Company’s
enterprise value using both the market and income approaches. The Company’s historical operating performance and projected Earnings Before Interest and Taxes
(EBIT) and Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA) assumptions were consistently applied in both approaches.

The market approach uses direct comparisons of comparable publicly traded companies and the valuation of their equity securities to estimate the fair value of the
common shares of privately issued securities. In determining a market-based estimate of our enterprise value, the third-party appraisal firm assessed our financial
performance against a comparable set of high-growth specialty retailers. The firm developed a range of

9
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valuation multiples based on the historical and projected EBIT / EBITDA and the actual market-based enterprise valuations. This range of valuation multiples was then
applied to representative levels of the Company’s EBIT / EBITDA to derive an estimated market-based enterprise value. The multiples applied were consistent over the

twelve-month period.

The income approach converts future economic benefits into a present value. The third-party appraisal firm used the discounted cash flow method which measured our
forecasted future unlevered free cash flows based on our five year plan projections. The analysis included a sensitivity analysis surrounding the discount rate and the
terminal enterprise valuation multiple applied to the cash flow forecast. The discount rates and terminal enterprise valuation multiples applied were consistent over the

twelve-month period.

The following table summarizes the valuation results as provided by the third-party appraisal firm during the twelve-month period prior to filing our initial Registration

Statement:
October 16, February 12, April 30,
2006 2007 2007
(in millions)

Enterprise value from operationg1) $  692.6 $ 820.0 $ 8273
Adjusted enterprise value(2) § 5742 $ 701.0 $ 6935
Private company liquidity discount 15.0% 10.0% 5.0%
Net aggregate value $  488.1 $ 630.9 $ 6588
Diluted shares outstanding(3) 84.2 83.9 83.5
Per share value $ 5.80 $ 7.52 $ 789

(1)— Enterprise value from operations represents the midpoint of the market and income approach derived enterprise value estimates.

(2)— Adjusted enterprise value is defined as enterprise value from operations, adjusted for non-operating assets and liabilities, debt, accrued dividends, liquidation value of
Series III preferred stock, and assumed option proceeds.

(3)— Includes outstanding common and preferred shares, and dilutive options.
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Valuation Driver Milestones
The increases in fair market value of the Company’s common stock during this 12-month period are attributed to a mix of the following:
Continued strong increases in financial performance as measured by EBITDA as included in the market valuation approach.

Decrease of the private company liquidity discount from 15.0% to 2.5% over the period to align the private company common stock fair market value to a planned 2007
IPO event.

Revisions to our rolling five year plan and the passage of time resulting in older periods being removed and replaced with higher performing periods due to the
Company’s forward looking growth plans. As the Company continues to achieve its growth targets, the income approach continues to reflect increases in enterprise
value as determined by projected cash flows and the expected future terminal value.

Third-Party Stock Sales

In February 2007, the Company reacquired 146,348 and 214,077 of its outstanding Series I and Series II preferred stock, respectively, from BCI Growth III, L.P.
(BCI), a sophisticated investor and shareholder of the Company for over 10 years. The purchase price of $5.00 per share (pre-split) was the negotiated price determined
at arms length between the Company and BCI. We believe this transaction supports the Board of Directors common stock value of $5.80 applied to the October and
December, 2006 option grants.

Midpoint Common Stock Value (Pre-Split)

We began to seriously consider an initial public offering in early Spring 2007 after the close of fiscal 2006. The Board of Directors approved the selection of a banking
group in April 2007 and we filed our initial Registration Statement on July 6, 2007. The initial pricing provided by our two lead bank teams in September 2007 on a
pre-split basis reflected a midpoint of the range of $9.48, which reflects a customary IPO discount. The prospectus cover price range of $14.00 — $16.00 reflects a
reverse stock split ratio of 0.6320-for-1 from the pre-split range of $8.85 to $10.11.

Conclusion

Based on the information provided above, we believe the stock options granted during the twelve-month period prior to filing our initial Registration Statement were
properly valued by the Board of Directors in all material respects. We also believe that we have taken the necessary steps, including obtaining contemporaneous
independent valuations, to properly assess the fair market value of our common stock during the preceding 12-month period prior to the Company’s filing of an initial
Registration Statement.

* %k ok ok
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If you have any questions regarding the foregoing responses or the enclosed Amendment or need additional information, please do not hesitate to contact me at (312) 876-
7680 or Seth Diehl at (312) 876-7634.

Very truly yours,
/s/ Christopher D. Lueking

Christopher D. Lueking
of LATHAM & WATKINS LLP

Enclosures

cc:  Gregg R. Bodnar
Robert Guttman, Esq.
Seth Diehl

12




ANNEX A

Marked Amendment No. 2 to the Registration Statement on Form S-1

(attached)




ANNEX B

Supporting Chart and Back-Up for
“Largest Beauty Retailer”

(attached)




Index

Competitive positioning table

Backup for footnote 1:
ULTA: from S-1/A filed 08-17-07
Sally Beauty: from 10-K filed 12-22-06
The Body Shop: from L'Oréal 2006 annual report
Trade Secret: from Regis 10-K filed 08-29-07
L'Occitane: from CNBC Europe article

Backup for footnote 2

Page 1

Page 2
Page 3
Page 4
Page 5
Page 7
Page 14

ANNEX B




Category

Mass

Prestige Salon Salon
Products _products _products _ services

#of Average
Estimated ws. u.s. #of store size
Specialty Retailer sales stores debut states  (square feet)
ULTA $755' 207 1990 26 10,000
Sally Beauty Y
1,419 2,196 1964 48 1,700
Supply®
Bath & Body 1,304 1,540 1990 48 2,300
Works
The Body Shop 957" Ly 1989 N/A 850
Sephora B50 183 1998 36 4,500
Trade Secret 253" 633 1982 49 1,200
L'Occitane 2961 148 1996 9 350
Beautyfirst 100 77 1983 18 2,000
Beauty Brands 65 50 1995 1 6,500
Harmon 46 39 -1980 3 6,850
Ricky's 30 20 1988 2 N/A
H:0 29 11 1989 5 1,100
Fresh 13 1 1991 4 625

Source: Company filings, company websites, Capital 1Q, Factiva, Lexis/Mexis
! Latest actual annual sales figure

* Does not include BSG division

*Only available to customers presenting their salon professional license card
*Number has changed since last filing

v

v

v

v v
¥

¥ v
v v
v v




Ulta Salon, Cosmetics & Fragrance, Inc. LT

Consolidated statements of income

Year ended Three months ended
January 29, January 28, February 3, April 29, May 5,
(Dollars in thousands, except per share data) 2005 2006 2007 2006 2007
(unaudited)

Net sales § 491,152 § 579,075% { 755,1 1&3 159,468% 194113
Cost of sales 346,585 404,794 K 108,813 134,600

Gross profit 144,567 174,281 235,184 50,655 59,513
Selling, general, and administrative

expenses 121,999 140,145 188,000 41,316 47,982
Pre-opening expenses 4,072 4712 7,006 826 1,656

Operating income 18,496 20,424 40,088 8,513 9,875
Interest expense 2,835 2,951 3,314 742 996
Income before income taxes 15,661 26,473 36,774 7,071 8,879
Income tax expense 6,201 10,504 14,231 3,07 3,560

Net income 5 9,460 $ 15,969 3 22,543 % 4,700 % 5319
Less preferred stock dividends 11,692 12,922 14,584 3,450 3,744
Net income (loss) available to common

stockholders F (2232)% 3,047 % 7,959 % 1250 % 1,575
Net income (loss) per commaon share:

Basic $ (0.44) % 047 % 087% 018§ 0.14

Diluted 5 (0.44) % 021% 029% 0065 0.07
Basic weighted average number of shares

of common stock outstanding 5032612 6478217 9,130,697 6,960,640 11,368,805

Diluted weighted average number of
shares of commeon stock outstanding 5032612 76,297,969 79,026,350 76,617,578 80,652,941

F-5




Key Operating Meirics (l‘ﬁLL-T
The following table sets forth, for the periods indicated, information conceming key measures we rely on to gauge our
operating performance (dollars in thousands):

Year Ended September 30,

2006 2005 2004
Net sales: — e
Sally Beauty Supply [sta10332] s1358800  §1,206057
Beauty Systems Group 953,768 £95.408 801,610
§2373,100 §$2,254.307 £2.007,667
Ciross Profit $1,086,771 $1,027,000  § 950,853
Gross profit margin 45.8% 45.6% 45.3%
Selling, general and administrative expenses § E22695 § T890.447 § 711,208
ting camings:
Sally Beauty Supply § 18,786 § 168,663 $ 151,811
Beauty Systems Group 66,928 55,584 70,895
Segment operating profit 255,714 224 247. 222,706
Unallocated sales based service fee (28,852) (27,615) (26,051)
Stock oplion expense {5,186) e -—
Non-cash charge related to Alberto-Culver's conversion 1o one class of
common stock - (4,051) (27.036)
Transaction expenses (41,475) — -
§ 180,201 § 192,581 § 169619
Segment operating profit margin:
Sally Beauty Supply 13.3% 12.4% 11.7%
Beauty Systems Group T7.0% 6.2% B.8%
Consolidated operating profit margin T6% 8.5% 8.1%
Number of stores at end-of-period (including franchises):
Sally Beauty Supply 2511 2419 2,355
Beauty Systems Group 828 822 692
3,339 3,241 3,047
Comparable store sales growth(1)
Sally Beauty Supply 24% 24% 3.8%
Beauty Systems Group 4.1% (0.6)% 8.5%
Consolidated 2.8% 1.8% 4.6%

11} Comparable stores are defined as company-owned stores that have been open for at least 14 months a3 of the last day of a month

Description of Revenues and Expenses
Net Sales. Our net sales consist primarily of the following:

+ Sally Beauty Supply. Sally Beauty Supply generates net sales primarily by selling products through its stores to
both professional and retail customers. Various factors influence Sally Beauty Supply's net sales including local
competition, product assortment and availability, price, hours of operation and marketing and promotional
activity. Sally Beauty Supply’s product assortment and sales are not seasonal in nature.

Beauty Systems Group. BEG generates net sales by selling products to salon professionals and independent
stylists through company-owned and franchised stores as well as through its network of professional distributor
sales consultants, Various factors influence BSG's net sales, including product breadth and

37
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CONSOLIDATED FINAMCIAL STATEMENTS 0

& Mo Sakes Opeeating  Operational  Operabonal  Imesimentsn Dlaprecialion
et ARaEtE 1 Rabdties ™ tangible and  and provisions
2006 rtanginh asssts
Professionsl Products 21259 a43.0 1,756.1 544.0 68.3 €2.3
Consume Froducts 7.903.5 1.421.3 5,384.4 21620 370.9 3418
Lusury Progucts 37731 7759 2,559.5 10753 151.1 1261
Actwm Coamatcs 11278 2208 Tas2 2.8 304 334
Ot Gonmeties_ CEN -08 24 2 o 28
Ci-.nﬂic:. diy.!slunx fotal 150114 02 10,5177 4093 4 G048 5H6.5
Norr-alocated —437.0 3331 505.6 507 266
Cosmetics branth 150114 2.423.2 10,850.6 4.500.0 690.0 130
The Bady Shop branch = 435.0 5A.3 1,371.0 B5.2 47.3 6.5
Dermatalogy branch 3437 Efd 3425 745 197 24.5
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Consolidated Revenues TRAVE SECRET
Comsolidated revenues primarnly include revenues of company-owned salons, product and equipment sales to franchisees, beauty schools
revenues, hair restoration center revenues, and franchise royalties and fees. As compared to the prior fiscal year, consolidated revenues increased
8.1 percent to $2.6 billion during fiscal year 2007 and 10.8 percent to $2.4 billion during fiscal year 2006. The following table details our
consolidated revenues by concept. All service revenues, product revenues (which include product and equipment sales to franchisees), and
franchisc royalties and fees are included within their respective concept within the table.

Far the Perinds Ended June 34,

(Doliars i:.t:?nu.undl}
North American salons:
Regis ¥ 498,577 § 481,760 § 475,736
MasterCuts 174287 174,674 172,792
Trade Secret(1) 17253 250 ] 262862 252,934
SmartStyle 462,321 413,507 351,741
Strip Center{1}) 776,995 703,345 621,008
Total North American Salons 2,165,430 2,036,548 1,874,211
International salons(1) 253430 220,662 226,784
Beauty schools 85627 63,952 13911
Hair restoration centers(1)(3) 122,101 109,702 59388
Consolidated revenues 2626588 $2430864 521943204
Percent change from prior year 8.1% 10.8 % 14.1%
Salon same-store sales increase{2) 02% 0.4% 0.9%

(1) Includes aggregate franchise rovalties and fees of $80.5, $77.9, and $79.5 million in fiscal years 2007, 2006, and 2005, respectively. North
American salon franchise royalties and fees represented 48.2, 50.4, and 50.6 percent of total franchise revenues in fiscal years 2007, 2006,
and 2005, respectively.

(2) Same-store sales increases or decreases are calculated on a daily basis as the total change in sales for company-owned locations which were
open on a specific day of the week during the current period and the corresponding prior period. Annual same-store sales increases are the
sum of the same-store sales increases computed on a daily basis, Relocated locations are included in same-store sales as they are considered
1o have been open in the prior period. International same-store sales are calculated in local currencies so that foreign currency fluctuations do
not impact the calculation. We began including hair restoration centers in same-store sales calculations beginning with the third fiscal quarter
of 2007, as we did not own or operate any hair restoration centers until December 2004, Management believes that same-store sales, a
component of arganic growth, are useful in order to help determine the increase in salon revenues attnibutable (o its organic growth (new
salon construction and same-store sales growth) versus growth from acquisitions.

(3) We did not own or operate any hair restoration centers until December 2004,
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— L’Occitane has come from nowhere to 600 outlets in 60 countries in under a decade. The
secret? An international strategy from day one. By HELEN DUNNE

EVERY 90 SECONDS SHOPFPERS IN LOCATIONS AS DIVERSE as Ljubljana in Slovenia, Auckland in New Zealand
or Bangkok in Thailand buy a silver tube of L’Occitane shea butter hand cream pro- duced in a factory based in the
beautiful Haute Provence region of France. And each week this best-selling product gains new fans as L'Occitane, the
high-street chain that started life 29 years ago as a Provence-based market stall selling rosemary essential oil, opens

" another store.

El

— In September 2005 alone, the company opened new stores in Ireland, Russia, Macau, the Czech Republic
and two in Japan, giving it almost 600 outlets in 60 countries to sell its natural fragrances, skincare and bodycare range.
But the global ambitions of this privately owned company are far from sated. A listing on the Paris stock exchange 1s
likely early next year, further overseas partners are being sought to facilitate the drive into virgin countries and territories,
and new products are constantly in development.

UK managing director Kit Braden says: ““We are not like most companies. We've done things differently. Most
companies start very strongly in their home markets before expanding overseas. We were global from the very start.”

G




- — l‘l‘h e “very start” that Braden refers to is 1996 when he and three other businessmen bought a majority
sharchnldmg in L'Occitane from its founder, Olivier Baussan, for an undisclosed sum. Baussan remains instrumental in
sourcing ingredients and developing new products.

“Olivier is a romantic, a dreamer, who grew up in Provence and loves the area,” explains Braden. “He felt there was an
abundance of nice things and wanted to capture the spirit of the regicn in a bottle. He learned some of the old-fashioned
skills, such as distilling essential oils and making soap, and perfumed soap with natural perfumes.”

(]

But Baussan’s skill in transforming locally grown lavender and verbena into body lotions and fragrances
did not extend to running a business. In 1996 L’Occitane had two shops and outlets in department stores but turned over
just €9m a year. Turnover today is growing at an annual compound rate of 25%, and in the year ending in March 2005

stood af €229m. Vrveded me Lozei e = 479w e

Braden, who previously owned a packaging company, was looking for a business to develop along with several
contemporaries. “We wanted something with a core range and a brand. The ethics of the brand were also important to us.”
L’Occitane ticked all the boxes. Its products are 100% natural and never tested on animals.

However, Braden felt that the department store outlets diminished L'Occitane’s brand. “There was no clear policy,” he
explains. “The brand was interpreted differently in every country. We had to build a cohesive brand and define it. We had
to take control.”

“The brand was interpreted differently in every country. We had to build a cohesive brand and define it. We had
to take control™

&l

___The shareholders closed the outlets. “We opened our first shop on Madison Avenue within weeks
of taking over,” recalls Braden. “We made the decision that we would only open shops on Al pm:hes Also, because
L’Occitane 1s a relatively small-ticket shop, we needed somewhere with a lot of people passing.”

For example, L.'Occitane is on London’s prestigious, busy Regent Street but has avoided fashionable Bond Street. “You
would have to sell a lot of €4 bars of soap to make that work,” explains Braden. An average-size L' Occitane store
conducts 2,000 transactions a week.

THE SHAREHOLDERS WERE CONVINCED THAT THE SHOPS' look would be vital to L’Occitane’s success, and
today a L’Occitane on the high street in Kazakhstan is identical to a branch in Dubai. “We were trying to bring the good
things of the Mediterranean into a rainy high street in February or a cold New York in January,” says Braden. “L’Occitane
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isa very sensual range, so we needed a store which excited all the senses. We used warm colours. The shops smell of
fragrances.

We create an atmosphere, and you can't do that in a department store. We are not a white, clinical brand. We are a warm
brand.” He adds: “The assistants are trained well. We don’t sell products over a counter. We want customers to wander
around, to touch products. We are a tactile brand.” Most of L’Occitane’s packaging also in- cludes a Braille description of
the product. The strategy appears to have worked. “We have done moderately well,” admits Braden, “but none of the
shareholders has taken a dividend from the company, and everything we have made has been ploughed back.”

The four do not intend to cash in at flotation. “We only plan to float a minority of the company. Quite a lot of our
employees are sharcholders, and this is an opportunity for them to make some money.”

&

_____If Braden and his contemporaries were driven by financial gain, they could have sold out to a
myriad of multinational cosmetic companies. “Just about everybody has approached us, but we are not for sale,” he says
emphatically. “We only buy ingredients when we know where they come from. We would lose that sort of control. If we
wrapped into a bigger business, it would be difficult to keep our sense of identity.”

Its ethical stance would also be at risk. L' Occitane’s shopping bags, for example, are made from recycled algae removed
from Venctian canals under a programme to combat pollution. The company is also the largest employer in Manosque,
France, where its factory is located, and supports traditional production methods.

The development of its range of Shea Butter products, which derive from karite nuts in the Burkina Faso region of Africa,
illustrates its philosophy. “The shea tree grows slowly, but nobody is allowed to cut, beat or shake it so they must wait for
the nuts to fall. The nuts then belong to the women of the tribe,” explains Braden. “We run a co-operative with women
from three villages. They are paid before the crop and we give guarantees on the amount of product we will take.”

B !

...... L, "Oceitane’s global operations are run from six distribution centres based in London, Paris, New York,
I[ung Kong, Brazil and Tokyo but much of its overseas axpans;on has been driven by partnerships. L-unguage difficulties
in Estonia, Russia and Turkey, and import licence problems in other countries, such as Japan, made it more vi- able for
L"Occitane to work with local businessmen. “We see a place and find a partner. We choose people who are enthusiastic
about the brand,” he explains. “We have to be convinced that they can do it before we offer them licences.”

[=]

MNatural charm:

L’Occitane

founder Olivier

Baussan

L"Oceitane’s Japanese partner has more than 30 stores, and annual turnover in the country is growing at 50%, but his ‘B




predecessor struggled and the company revoked his licence. “It was an incredibly brave decision to take it back,” recalls

Braden. “But now our brand recognition is extremely strong in Japan,
all, Boots failed in Japan.”

We are thrilled that L' Occitane works there; after

Partners provide all the financing for their stores, and agree to sell only L'Occitane products. “We sell them all their stock
at wholesale prices, and set them performance criteria that they must achieve but they then keep the money they make,”
explains Braden. “We couldn’t get on without them, and they couldn’t get on without us. Basically, we want them to

succeed.”
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ITEM 1. BUSINESS
Introduction

‘We are the largest distnbutor ofprofessmna] beauty supplies in the United States based on store count, We aperate
primarily through two business units p) which we refer ti:l{l?lE
Through Sally Beauty Supply and B weopemtamuuc platform o H8 stores and suppli 0
franchised stores in North America as wcl! as selected European wunmcs and Japan, as of September 30, 2006. As of
September 30, 2006, Sally Beauty Supply owned and operated 2,181 stores i the United States and 2,511 stores
worldwide and BSG operated 658 company-owned stores and supplied 170 franchised stores. Within BSG, we also
have one of the largest networks of professional distributor sales consultants in North America, with approximately
1,200 professional distributor sales consultants who sell directly to salons and salon professionals. We provide our
customers with a wide variety of leading third-party branded and private/control label professional beautly supplies,
including hair care products, styling appliances, skin and nail care products and other beauty items. Sally Beauty
Supply stores target retail consumers and salon professionals, whild BSG exclusively targets salons and salon
professionals|Over 90% of our net sales were in the U.S. and Canada for each of the last three fiscal years. For the year
ended September 30, 2006 our net sales were §2,373.1 million.

Sally Beauty Supply began as a single store in Mew Orleans in 1964 and was purchased in 1969 by our former parent
company, Alberto-Culver Company, or Alberto-Culver. BSG became a subsidiary of Alberto-Culver in 1985, On
November 16, 2006, we separated from Alberto-Culver and became an independent company traded on the New York
Stock Exchange. Our separation from Alberto-Culver and its consumer products-focused business was pursuant to an
investment agreement, dated as of June 19, 2006, as amended, among us, Alberto-Culver, CDRS Acquisition LLC and
others. We were formed as a Delaware corporation in June of 2006 in connection with this transaction to be the ultimate
parent of Sally Beauty Supply and BSG and other subsidiaries following the separation. When we refer to Alberto-
Culver, we mean Alberto-Culver Company prior to the separation or the company from which we separated, which is
currently a separate public company, as the context requires,

In connection with the separation from Alberto-Culver, CDRS Acquisition LLC, or CDRS, and CD&R Parallel

Fund VII, L.P., which we refer to as Parallel Fund and which we refer to together with CDRS as the CDR investors,
invested an aggregate of $575 million in cash equity, representing ownership subsequent to the separation of
approximately 48% of the outstanding shares of our common stock on an undiluted basis. CDRS, which owns
approximately 47.7% of the outstanding shares of our common stock on an undiluted basis, is a Delaware limited
liability company organized by Clayton, Dubilier & Rice Fund VIL, L.P., a private investment fund managed by
Clayton, Dubilier & Rice, Inc. Also in connection with the separation from Alberto-Culver, certain of our subsidiaries
incurred approximately $1.85 billion of indebtedness, as more fully described below.

Professional Beauty Supply Industry

We operate primarily within the large and growing U.S. professional beauty supply industry. Potential growth in the
industry 18 expected to be driven by demographic and fashion trends, which we expect will lead to increased vsage of
hair color, hair-loss prevention products and hair styling products.

The professional beauty supply industry serves end-users through four channels: full-service exclusive distribution,
open-line distribution, direct and mega-salon stores.

JOOWNLCH
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Full Service/Exclusive

This channel exclusively serves salons and salon professionals and distributes “professional-only™ products for use and
re-sale to consumers in salons. Many brands are distributed through arrangements with suppliers by geographic
ternitory. BSG is a leading full-service distributor in the U.S.

Open-Line

This channe] serves retail consumers and salon professionals through retail stores, This channel is served by a large
number of localized retailers and distributors, with only a few having a regional presence and significant market share,
We belicve that Sally Beauty Supply is the only open-line distnbutor in the U.S. with a national network of retail stores.

Direct
This channel focuses on direct sales to salons and salon professicnals by large manufacturers. This is the dominant form

of distribution in Europe, but represents a small channel in the U.S, due to the highly fragmented nature of the
U5, market, which tends to make direct distribution cost prohibitive for manufacturers.

Mega-Salon Stores
In this channel, large-format salons are supplied directly by manufacturers due to their large scale.

Key Future Industry Trends
We believe the following key industry trends and characteristics will influence our business, going forward:

High Level of Customer Fragmentation

The U.S. salon market is highly fragmented with over 230,000 salons. Given the fragmented and small-scale nature of
the salon industry, we belicve that salon operators will continue to depend on full service/exclusive distributors and
open-line channels for a majority of their beauty supply purchases,

Growth in Booth Renting

Many professional stylists are individual operators who rent booth space from salons, which we refer to as “booth
renters,” and are responsible for purchasing their own supplics. Over time, the number of booth renters has significantly
increased as a percentage of total salon professionals, and we expect this trend o continue, Given their smaller
individual purchases and relative capital constraints, booth renters are likely to be dependent on frequent trips to
professional beauty supply stores, like those that BSG and Sally Beauty Supply operate.

Frequent Re-Stocking Needs

Salon professionals primarily rely on just-in-time inventory due to capital constraints and a lack of warehouse and shelf
space al salons. These factors are key to driving demand for conveniently located professional beauty supply stores.

Continuing Consolidation

There is continuing consolidation among professional beauty product distributors and among professional beauty
supply manufacturers. We believe that suppliers are increasingly hikely to focus on larger distributors and retailers with
broader scale and a retail footprint, We also believe that we are well positioned to capitalize on this trend as well as to
participate in the ongoing consolidation at the distnibuter / retail level. However, changes often occur in our
relationships with suppliers that positively or negatively affect the net sales and operating profits of each business
segment. Consolidation among suppliers could exacerbate the effects of these relationship changes and could increase
pricing pressures. See “Risk Factors—We depend upon manufacturers who may be unable to provide products of
adequate quality or who may be unwilling to continue to supply products to us.”
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Favorable Demographic and Consumer Trends

The aging baby-boomer population is expected to drive future growth in professional beauty supply sales through
increased usage of hair eolor and hair-loss products. Additionally, continuously changing fashion-related trends that
drive new hair styles are expected to result in continued demand for hair styling products.

Business Segments, Geographic Area Information and Seasonality

We operate two business segments: (1) Sally Beauty Supply, a domestic and international open-line distributor of
professional beauty supplies offering professional beauty supplies to both retail consumers and salon professionals, and
(2) BSG, a full-service beauty supply distnbutor offering professional brands directly to salons and salon professionals
through our own sales force and professional-only stores, many in exclusive geographical territories in North America.
BSG also franchises beauty supply outlets in the United States and Mexico, and supplies sub-distributors in Europe.
Sales of Sally Beauty Supply accounted for approximately 60%, 60% and 62% of the company s consolidated net sales
for the years ended September 30, 2006, 2005 and 2004, respectively. BSG accounted for approximately 40%, 40% and
38% of the company's consolidated net sales for the years ended September 30, 2006, 2005 and 2004, respectively.

Financial information about business segments and geographic area information 1s incorporated herein by reference to
the “Business Sepments and Geographic Area Information™ note 18 of the “Notes to the Consolidated Financial
Statements™ in “Item 8—Financial Statements and Supplementary Data” of this report,

Neither the sales or product assortment for Sally Beauty Supply or BSG are seasonal in nature,

Sally Beauty Supply

Sally Beauty Supply is the largest open-line distnbutor of professional beauty supplies in the U5, based on store count.
It carries an extensive selection of professional beauty products, ranging between 5 400 and 7,400 stock keeping units
{*SKUs") of beauty products, including hair care, nail care, beauty sundries and appliances. It targets retail consumers
and salon professionals. We believe that Sally Beauty Supply has differentiated itself from its competitors through its
attractive customer value proposition, attractive pricing, extensive selection of leading third-party branded and private
label products, broad ethnic product selection, excellent product knowledge of its sales associates and convenient store
locations,

Store Design and Operations

Sally Beauty Supply stores are designed to create an appealing shopping environment that embraces the retail consumer
and salen professional and highlights its extensive product offering. Sally Beauty Supply stores average 1.700 square
feet in size and arc located primarily in stnip shopping centers. Generally, Sally Beauty Supply stores follow a
consistent format, allowing customers familiarity between Sally Beauty Supply locations.

Sally Beauty Supply stores are segmented into distinctive arcas arranged by product type with signs allowing its
customers to easily navigate through its stores. Sally Beauty Supply seeks 1o stimulate eross-selling and impulse buying
through strategic product placement and use the front of the store to highlight new products and key promotional items.

Merchandise

Sally Beauty Supply stores carry a broad selection of branded and private label beauty supplies. Sally Beauty Supply
manages cach category by product and by SKU and uses centrally developed planoguides to maintain a consistent
merchandise presentation across its store base, Through its information systems, Sally Beauty Supply actively monitors
each store’s category performance, allowing maintenance of consistently high levels of in-stock merchandise. We
believe Sally Beauty Supply’s tailored merchandise strategy enables it to meet local demands and helps drive traffic in
its stores. Additionally, its information systems track and automatically replenish inventory levels, generally on a
weekly basis.

12




Table of Contents

Sally Beauty Supply offers a comprehensive ethnic product selection with specific appeal to the African-American
markets. Its ethnic preduct offerings are tailored by store based on market demographics and category performance. For
example, sales to the African-American markets represent approximately 11% of net sales in Sally Beauty Supply’s
U.S. stores. We believe the breadth of selection of ethnic products available in Sally Beauty Supply Stores is unique
and differentiates its stores from its competition. Sally Beauty Supply also positions itself 1o be competitive in price, but
not a discount leader.

Sally Beauty Supply’s pricing strategy is differentiated by customer segment. Professional salon customers are
generally entitled 1o a price lower than that received by retail customers, Sally Beauty Supply does offer discounts to
retail customers through its customer loyalty program.

Leading Third-Party Branded Products

Sally Beauty Supply offers an extensive selection of hair care products, nail care products, beauty sundries and
apphiances from leading third-party brands such as Clairol, L"Oreal, Revion and Conair. We belicve that carrying a
broad selection of the latest premier branded merchandise is critical to maintaining long-term relationships with our
valued customers. The merchandise Sally Beauty Supply carnes includes products from one or more of the leading
manufacturers in cach category. Sally Beauty Supply's objective is not only to carry leading brands, but also to carry a
full range of branded and private label products within each category. As hair trends conlinue o evolve, we expect ta
offer the changing professional beauty product assortment necessary to meet the needs of retail consumers and salon
professionals.

Privare Label Products

Sally Beauty Supply offers a broad range of private label and controlled label products, which we generally refer to
collectively as private label products, unless the context requires otherwise. Private label products are brands for which
we own the trademark and in some instances the formula. Controlled label products are brands that are owned by the
manufacturer for which we have been granted sole distribution rights. Private label products, including controlled label
products, provide customers with an attractive alternative to higher-priced leading third-party brands. Private label
preducts accounted for approximately 37% of Sally Beauty Supply's net sales as of September 30, 2006, Generally, the
private label brands have higher gross margins than the leading third-party branded products and we believe this arca
offers significant potential growth. Sally Beautly Supply maintains private label products in a number of categories
including hair care, appliances and salon products, Sally Beauty Supply actively promotes its private label brands
through in-store promotions and monthly flyers. We believe our customers perceive these private label products o be
comparable in quality and name recognition to leading third-party branded products,

The following table sets forth the approximate percentage of Sally Beauty Supply's sales by merchandise category:

Year

Ended
September 30,

2006
Haur care 21.1%
Hair color 20.1%
Skin and nail care 16.1%
Electrical appliances 14.3%
Brushes, cutlery and accessories 13.4%
Ethnic products 10.7%
Other beauty items 4.3%
Tatal 100.0%
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Marketing and Advertising

Sally Beauty Supply’s marketing program is designed to promote its extensive selection of brand name products at
competitive prices. The program is currently centered on multi-page, color flyers highlighting promotional products.
Separate flyers are created and tailored to Sally Beauty Supply’s retail customers and salon professionals. These fyers,
which are available in Sally Beauty Supply stores, are also mailed to loyalty program customers and salon professionals
on a monthly basis and are supplemented by e-mail newsletters. Additionally, a Sally Beauty magazine that provides
customers with beauty trends and product information is sold in Sally Beauty Supply stores,

Sally Beauty Supply’s customer loyalty and marketing programs allow Sally Beauty Supply to collect point-of-sale
customer data and increase our understanding of customers' needs. The Sally Beauty Club is a loyalty program for
customers who are not salon professionals. Beauiy Club members, afier paying a small annual fee to join, receive a
special, discounted price on almost every non-sale item. Members are also eligible for a special Beauty Club e-mail
newsletter that contains additicnal savings, beauty tips, new product information and coupons. Beauty Club customers
are rewarded with additional discounts as their store spending increases, The ProCard is a marketing program for salon
professionals. ProCard members receive discounts on all beauty products sold at Sally Beauty Supply stores. We
believe these programs are highly effective in deveioping and maintaining customer relationships.

Srore Locations

Sally Beauty Supply selects geographic markets and store sites on the basis of demographic information, quality and
nature of neighboring tenants, store visibility and location accessibility. Sally Beauty Supply seeks to locate stores
primarily in strip malls, which are occupied by other high traffic retailers including grocery stores, mass merchants and
home centers.

Sally Beauty Supply balances its store expansion between new and existing markets. In its existing markets, Sally
Beauty Supply adds stores as necessary to provide additional coverage. In new markets, Sally Beauty Supply generally
seeks to expand in geographically contiguous areas to leverage its experience. We believe that Sally Beauty Supply's
knowledge of local markets is an important part of its success.

The following table provides a history of Sally Beauty Supply store openings since the beginning of fiscal year 2002:

Year Ended September 30,
2006 2005 2004 2003 2002
Stores open at beginning of period 2419 2355 2272 2,177 1112
Net store openings during period 92 62 83 95 64
Stores acquired during period — 2 — — |

Stores open at end of period 2 2419 2177

2300 2419 235 222 20T
‘E Beauty Systems Group |I|

We believe that BSG is the largest full-service distributor of professional beauty supplies in the 1.5, As of

September 30, 2006, BSG operated 658 company-owned stores, supplied 170 franchised stores and had a sales force of
approximately 1,200 professional distributor sales consultants selling exclusively to salons and salon professionals m 43
LS. states and portions of Canada, Mexico and certain European countries,

Store Design and Operations

BSG stores are designed to create a professional shopping environment that embraces the salon professional and
highlights its extensive product offering. Company-owned BSG stores average 2,800 square feet and are located
primarily in secondary strip shopping centers. BSG store layout is designed to provide optimal variety and options to
the salon professional. Stores are segmented into distinctive areas arranged by product type with certain areas
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dedicated to leading third-party brands; such as Matrix, Redken, Paul Mitchell, Graham Webb, Rusk and TIGI. The
| selection of these varies by territory.
i Professional Distributor Sales Consultants
BSG has a network of approximately 1,200 professional distnbutor sales consultants, which exclusively serve salons
and salon professionals.

| The number of consultants in the BSG network bas increased since fiscal 2002, as set forth in the following table;

|
| . Year Ended September 30,
E 2006 2005 2004 2003 2002

| Professional distributor sales consultants 1,192 1,244 1,167 989 930

| In order to provide a knowledgeable consultant team, BSG actively recruits professional cosmetologists and individuals
with sales expenence, as we believe that new consultants with either broad knowledge about the products or direct sales

expenience will be more successful.

| BSG provides extensive training to new consultants beginning with an intensive one-week training program, followed

! by an extensive, continuing program of media-based training, delivered through audio, video and web-based e-learning.
The program is designed to develop product knowledge as well as lechniques on how best to serve salon professionals.
In addition to selling professional beauty products, these sales consultants offer in-store training for professionals and
owners in areas such as new styles, techniques and business practices.

F An important component of consultants’ compensation is sales commissions. BSG's commission system is designed to
drive sales and focus consultants on selling products that are best suited to individual salons and salon professionals.

{ We believe our emphasis on recruitment, training, and sales-based compensation results in a sales force that
distinguishes itself from other full service/exclusive-channel distributors.

I The following tables sets forth the approximate percentage of BSG sales attributable by channel:

|
| Year Ended
1 _September 30, 2006
|1| Company-owned retail stores 47.5%
i Professional distributor sales consultants 37.2%
Franchise stores 15.3%
. Total 100.0%
Merchandise

BSG stores carry a broad selection of branded beauty supplies, ranging between 3,700 and 9,500 SK.Us of beauty
products, including hair care products, nail care, appliances and other beauty items from leading third-party brands.
Some products are available in bulk packaging for higher volume salon needs, Through BSG's information systems,
each store’s product performance is actively monitored, allowing maintenance of an optimal merchandise mix.
Additionally, BSG's information systems track and automatically replemsh inventory levels on a weekly basis, enabling
BSG to maintain high levels of product in stock. Although BSG positions itsell to be competitive on price, its primary
focus is o provide a comprehensive selection of branded products to the salon pmfte'\wiinna]. Many BSG products are
sold under exclusive arrangements with suppliers, whereby BSG is designated the sole distributor for a specific brand
name within certain geographic territories. We believe that carrying a broad selection of the latest premier branded
\Lmerchandlse is critical to maintaining relahionships with our valued professional customers.
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Table of Cantents

The following table sets forth the approximate percentage of sales attributable by merchandise category:

Year Ended

September 30, 2006

Hair care 36.7%
Hair color 23.6%
Promotional items 19.1%
Skin and nail care 8.3%
Electrical apphances 5.6%
Brushes, cutlery and accessonies 3.5%

| Other beauty items 22%
| Ethnic products 1.0%
| Tou ST

Marketing and Advertising

BSG's marketing program is designed to promote its extensive selection of brand name products at competitive prices.
BSG distributes at its stores and mails to its salon and salon professional customers, multi-page color flyers that
highlight promotional products, Some BSG stores also host monthly manufacturer-sponsored classes for customers.
These classes are held at BSG stores and led by manufacturer-employed educators. Salon professionals, after paying a
small fee to attend, are educated on new products and beauty trends. We believe these classes increase brand awareness.
and drive sales in BSG stores.

Store Locations

BSG stores are primarily located in secondary strip shopping centers. Although BSG stores are located in visible and
convenient locations, salon professionals are less sensitive about store location than Sally Beauty Supply customers.

— e

The following table provides a history of BSG store openings since the beginning of fiscal year 2002;

Year Ended September 30,
2006 2005 2004 2003 2002
Stores open at beginning of period 822 692 543 535 316
Met store openings during period 6 i7 26 8 24
Stores acquired during period — a3 123 — 195

Stores open at end of period

o




ANNEX C

Schedule of Option Grants

PRE-SPLIT
Grant Strike Options
Date Price Granted
2/26/2004 1.65 628,029
5/18/2004 1.65 254,000
6/21/2004 1.65 550,000
7/15/2004 1.65 235,000
10/26/2004 1.65 406,000
2,073,029
7/19/2005 2.10 1,115,815
10/25/2005 2.10 197,000
1,312,815
4/26/2006 2.60 1,230,000
10/24/2006 5.80 755,000
12/20/2006 5.80 120,000
2,105,000
2/28/2007 7.52 58,000
5/15/2007 7.89 70,000
7/18/2007 9.99 888,000
7/18/2007 16.00 500,000

1,516,000




POST-SPLIT

Grant Strike Options

Date Price Granted
2/26/2004 2.61 396,914
5/18/2004 2.61 160,528
6/21/2004 2.61 347,600
7/15/2004 2.61 148,520
10/26/2004 2.61 256,592
1,310,154
7/19/2005 3.32 705,195
10/25/2005 3.32 124,504
829,699
4/26/2006 4.11 777,360
10/24/2006 9.18 477,160
12/20/2006 9.18 75,840
1,330,360
2/28/2007 11.90 36,656
5/15/2007 12.48 44,240
7/18/2007 15.81 561,216
7/18/2007 25.32 316,000

958,112




ANNEX D

Market Studies and Surveys
(Marked, with Index)

(attached)
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%35 bn beauty products industry - Kline & Co. Page 1

540 bn salon services industry - IBISWorld Page 18

Changes in consumer shopping preferences

2000 - Kline & Co. Page 3

2006 - Kline & Co. Page 1
Page 61 Changes in consumer shopping preferences

2000 - Kline & Co. Page 3

2006 - Kline & Co, Page 1

Specialty retailers

NPD reference from WWD Page 54

Reasons to shop at specialty stores

NPD Page 48
Page 62 Generation X

American Express Page 11

Generation Y

U.S. Census Page 49
Page 69 Changes in consumer shopping preferences

2000 - Kline & Co. Page 3

2006 - Kline & Co.
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U.S. SALES OF COSMETICS AND TOILETRIES
BY RETAIL CHANNEL, 2005 AND 2006

2005 _ Total: $33.6 billion

Mass merchandisers, 28%

Drug

stores, 17%,~~ :

All gther, 3%
Salons and spas, 3%

Food stores, 16% Department [ — .

— ——
stores, 16% P . T .
o 2006 Total: $34.7 billion \
— k
Mass merchandisers, 28% /..,
Drug All other, 3% \

== Salons and spas, 3%
A

- Department A
f/(rnrllll stores, 15% |--\\
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N PROGRESS

Beauty Retailing USA 2006
Revitalization and Recovery

Kline's seventh-edition report on the dynamic retailing environmenlt
for cosmetics and foiletries. Issues and challenges to be
addressed include:

What will be the impact of the divestiture of May Co.?
Estée Lauder's Beauty Bank: Is Coach the next frontier?
Is Wal-Mart scaling back in beauty?

Are Skincare Centers the solution for CVS?

Will Sephara put J C. Penrey on the map again?

oKline

ol PR

wiww klinegroup.com




Beauty Retailing USA 2006

The U.S. market for cosmetics and toiletnes registered a 3.5% sales gain in 2005, the largest increase
in the Iast five years. Several factors conlribuled lo this healthy performance, ranging from heightaned
dernand for anti-aging products to renewed innovation in previously stale categones,

While same channels such as depantment steres and food stores have lost share, as shown in Figure
1, mass merchandisers continue to make inroads by carrying pricier brands and attempting fo cater to a
maore affluent cuslomer.

The specialty store channal got a boost R R :
early in the year with the announcement of 1 S g ¢ A Aoy
L'Créal's purchase of The Body Shop. And S by j."‘*;ﬁ?ﬂféﬂa”ﬂfmﬁ?."m“ s
many marketers are waiting o see what T ' = ]
impact Federated Departmeant Stores’ acqui-
sition of its rival May Depariment Stores will
have on the industry,

For many marketers, the key to successful
retailing s diversification into new channels.
An example of this is the emergence of pro-
fessional skin care brands in drug stores.
For years, premium-priced brands such as
La Roche-Posay have been sold mainly by
meadical care providers, but outlets like CVS
Skincare Centers are changing this T

| Tatat §31_ 0% A

)
3 rasa
Mo A7 Wime, 18 8%

Toini: ¥IT, 118 Mdlan

Desswmeny
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Beauty Retailing USA 2006 will pravide subscribers with insights into retailing challenges and
opponunities that have contributed lo the overall gains made in this malure market. The repor will ana-
lyze the |atest developments, including the impact of J.C. Penneay's new parinership with Sephora and
other mergers, acquisiions, and joint ventures,

Asn previcus editions, it will analyze the major purchase channels, product categories, and retailers in
the U.5. markel, providing an eccurate, detailed examination of the competitive Aandscape for cosmehc
and loiletry products at the retail level

-




Beauty Retailing USA 2006

Report Outline

INTRODLUCTION

EXECUTIVE SUMMARY

PURCHASE CHANNELS.

A review of all purchase channels for cosmetics and tolletries, with detalled descriptions and analysis for each
channel shown in Table 1. Each profile inciusdes the foliowing:

Channal developments

Sales and anelyss by subclass

Number of doors/stores

Leading retailers

Role of cosmetics and leitetriss

Manufacturers’ sales by product categery for 2001 and 2006
Retail sales by product category for 2001 and 2006
Promotional and adverlising activity

Role of privatedabel producis

Outlook o 2011

PRODUCT CATEGORIES
Profiles will be given for each of the cartegories fisted in Table 2. information provided in each category profile
Includes the following:

Hestorical overview

Koy developments and shifls

Analysis by purchase channel

Manufacturers' sales by purchase channe! for 2001 and 2006
Retail sales by purchase channel for 2001 and 2006

Outlook to 2011

RETAILER PROFILES
Profites of 10 retaiters {as shown in Table 3) will be provided with spacific discussion pertaining o the cosmeal-
i and tolietry business of these companes. Profiles will include:

Owerview

Carporate sales

Mumoar of slores

Compeatitve focus and strengths
Role of cosmetics and tailetries
Fiole of privata-fabel products
Recent developments
Marketng activities

Outiook 1o 2011
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Table 1

PURCHASE CHANNELS

| Faodt outlets |
| m Trachional Supermarkets
B Superaloies !
P Foodsdiug combination stores
W SUDErCEntEs/Combo Mores
o Convenence slofes

Departrant slones
u Low-and (e.g., Sears, J.C. Panney, Hohl's)

w Traditionad (e.g., Macy's, Dillard's)

. B Specialy je.g. Mordstrom, Naiman Marcus)

| Direct marketing | Mass merchandisers

lm Person-to-parsan I i

! # Home shopping networks |

& Infafmercials 1

B Ecommerce | |

N Calalogs and olher difect respanse | |
N S

Dellar stores. | Speclalty stores

w Chain dollar stores. | Vertcaly integyated (e.g. Bath & Body Works, Origins)

= Independents | u Cosmenc specialty (e.g, Sephora, Sally Beauty, Una)

(m Apparel [HEM, Banana Repulic)

Drug outtets . Warehouss clubs |

u Chaln drug stores ] !

u independents : I
|

Tabie 2 Tabio 3

PRODUCT CATEGORIES RETAILER PROFILES

i Fra'frmmt o | HtiEr Care The Bogy Shop Facerated Department Stares |
= Fragrances for man '@ EUhnic anr care progucts p S e—— - o )
u Fragrances for women = Hair coloring products Brs Wnolesale Club  J.C Peaney

. | ® Hair styling products .0, Bugaionmw Mordstrom |

B Shampoas and condilioners os T Tauget 0
- — Y ; . d
Skin Care Color Cosmetics | Drugstere com | Trader Joc's |

m Bath sdditives ® Includes blushers, ays makeup, maks-

m Faciad reatments

| m Hand and body creams,

latons.and reatmenis
® 5un care products

up bases, face powders, Ipslicks, and |
nail polishes (Coler cosmetcs ane ana. i
hyzod as single calegoy, given that the
distnbution patierns for indnadual prod:

wClS are wmdar]

| Oral Care
@ Moultwashes
& Toothpasies

| Other Tolletries
|- Decdorants and anbiperigiranis
| B Porsonal Cleansing products |




Beauty Retailing USA 2006

Objectives

The chjectives of Beauty Retalling USA 2008 are (o pro-
vide subscribers wilh an accurale and independent
assessmant of cosmetic and Lnletry purchase channels
and, mosl importantly, o deliver the information and
nsights required 1o capitalize on changes in these chan-
nels.

To compicle these abjectives, Kline will analyze Lhe markei
for cosmetics and toietries by conducting enensive pri-
miaty research wath rétail execulives, buyers, distributors,
sales representatives, manulacturers, and maiketers in
the beauty products induslry.

Based on this research, together with information from
Kling's dalabeses and previously pubtished markel
rasearch repens, the study will present an objective and
pragmatic assassment of Issues confronting marketers
today.

Sources and Methodology

Members of Kline & Company’s Consumer Products prac-
e will conduct the research and analysis for Baawty
Retallng USA 2006, Lsing prevous editions of our
relailing saries, a5 well as gur Cosmetics & Tolletries
USA annual service and other markeling data as a founda-
tion, the sources of data for the study will consist af the
following:

B neperion and (@lephons inl@rviges wilh relai exscu-
lives, calegory managers/Duyers, store/counten man-
agers, distributors, sales represaniatives, manufactus-
ors, markoters. rade organizations, and consumers

W A review of pertinent secondary materials, including
annual reports, 10-Ks, company kerature and olher
reports, product litarature. trade publcations, and
noncontidential infarmatian from Kline's exténsive
database

B Slore and Web si1e checks Lo olMain inlofmaton on
product zelection and availability, display and sales
techniques, and other merchandiging frends

Forecasts in this report will be generated with Kline's
Futureview Scenario Forecasting Model. With the
enhanced forecasts, subscribers can se® how adjustments
in the assumptions bahind the forecasts can bring aboul
difterent owloomes.

Tentative Schedule

The report is scheduled for publication in the Becond quar-
ter of 2007, Drafl sections can be made available to sub-
seribers prier to fingl publication.

Subscription Terms and Privileges

Beauty Rotalling USA 2006 is available only by suBscnp
tion, In grder to maximize the value and usefulness of this
repon o each subscriner, the following privileges and serv-
et will be made availabie:

B An eascutlve summary presentation 1o be gven oy
he project team, either in-person o via Web conler
ence.

®  One day of consultation with members of the proj-
ect team 1o be used at the client's discretion within s
maonths of receipt of the report, This meeling can be
used a3 8 compady specilic work session 1o help each
subscriber cblain maximum value from the program,
Expenges reiated to any travel made at the request of
the subscriber 2re o be reimbursaec by the subseriber,

¥ Hard copy, onilne, and pdt vorstons of the repaon.
The standard subscription includes one haed copy, the
report conlents in pafl format, and unlim med online
ACcess to the report conterts through KlineOnting com
for members of the subsaribing company. Additionat
hard copies will be available for a nominal fee,

| A discownt from the standard price for companies
subsaribing 1o tNe report tefone 1L is completed.

Details regarding subscription cplions and rales are
described in the attached subseriplion agresment. To sub-
sciibe now. pease complele the subseriplion agreament
and forward it to our offices. For more delails on the siudy
program, please contact us at any of our

locations listed on the pack cover,




?he Kline Group ;

Credentials

Kline & Comgany is an intermnational management
consulting and market research firm offering a
broad range of serices to the consumer products,
cosmetics and teilstries, and chemicals indus-
Lres,

Established in 1959 as a specialist in the chemi-
cals field, Kline has evolved over the past four
decades to provide consulting services and syndi-
cated market research reports across the entire
value chain, We help management solve practical
problems in marketing strategies, acquisition and
divestilure programs, and the appraisal of new
technology. Kline provides clients with facts, fore-
casts, and recommended solutions to business
problems, based solidly on the reahties of the mar-
ket as well 25 modern strategic principles.

Through our Consumer Products practice, Kline
has attained & leadership position in providing

consulting serncas to the consumer products |

industry. Qur firm has developed in-depth expert-
ise in this area by tracking and anakyring U.S. mar-
kels for cosmetics, loiletres, fragrances, and
household products for more than 40 years,

In addition to our resources in the finished goods
sector, Kline has a \horough understanding of the
markels for specialty raw materials for consumer
products through our Speciaity Chemicals prac-

tice.

The Consumer Products Practice has published its
Cosmetics & Toiletries USA syndicated report
annually singe 1980, Beauty Retailmg USA, now in
its seventh editian, was first published in 1992
These reports are considered the authoritative
source of information on the US. personal care
market. A partial st of other recently published
syndicated analyses by the Consumer Products
Practice and those currently under consideration

is shown below:

B Giobal Cosmetics and Tolletries
®  Competitor Cost Structures

=B Home Fragrances USA

L]

Household Cleaning Products USA
{annual service)

Professional Skin Care
Sabon Hair Care USA
m  The U.S Male Grooming Market
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Subscription Agreement

Flease enter our subscription to your comprehensive study BEAUTY RETANLING USA 2006 The standard subscription
includes one hard copy of the repert, onling accass Lo the report contents via KlineOnline.com, pdt fies of the report sec-
bons, and one day of consullation time to be wsed within six monihs of publication of the report. Expenses relaled lo any
Iravel made al the request of the subscriber are lo be reimbursed by the subscriber. Additional hard copies ars available
for a nominal fee.

To pratect cur invastment in this report and that of other subscribers, we agree that, for a period of three years alter its date
of issue, we wil: (1) refrain from reproducing or copying this report in whole or in part by any means; (2) restrict its circu-
lation to our own employees; and (3} use all reasonable precautions to prevent the disclosure of its contents to any other
persons or grganizations. We may, however, make this report available to any subsidiary company n which we held more
than half inlerest or 1o any parent company that holds mare than a half interest in our firm. We may also use or disclose
any informalion in this report that is public knowledga, that was already in cur possession before receipt of the report, or
that comes to us from third parties independently of this report.

Kiing & Company, Inc. similarly agrees that it will use all reasonable precaulions to prevent tha disclosure of the contents.
of his report to any persons or organizations other than subscribers for three years aflar ils dale of issue,

We understand Ihat BEAUTY RETAILING USA 2006 s available only by subscription. Subscription prices do not include
saes lax, (NJ add 7% sales lax.) You will inveice us for the total amount, and we will pay this invoice within 15 days of
recapt. We understand that this agreement is fully binding on the corporation and non-cancelable Domestic ground ship-
ping within the United States is included in the subscription price. Ovemnight and international shipping fees are optional
and will be added 1o the total amount.

Wi have indicated cur subscrplion preferances on the following page.
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SUBSCRIPTION OPTIONS AND RATES

Beauty Retailing USA 2006

20% off 15% off ! 10% off 5% o |
 Through | Dec 1, 2006 through -‘_Jan 16 thiough ~ Mar 1 hrough | Amount
Standard pnoe | Nov. 30, 2006 ! Jan. 15, 2007 Fab. 28, 2007 ' Apr. 30, 2007 | (pl=ase Allin price)
522,000 J - $17.600 18,700 I $15.800 ; 520,500
i Addibonal hard copes: (@ $500 each _\l
e e |
Sublota |

N 1
W anly: 7% sales tax |
1

1
NOTE: Al prices ia U5, funds : TOTAL |

@K I i n e Yd1he




The Kline Group

UsA

Kling & Company, Inc.
Overtack al Greal Notch

150 Clove Raad, #410

Little Falts, NJ 074240410
Phong: +1-973-435-6262

Fax +1-L71-435-6251

E-mail: consul@klnegroup com

EUROPE

Kline Eurcpe, 5.A.

1 Avenug Grbaumont

B-1150 Brussels

Balgwim

Phong: +32.2 770-4740

Fax +32-2 TT0-8440

E-mail: consultiiikling-surape com

JAPsKN

Kline Japan Ltd.

Phone: +81-3 3242-5277

Fax: +81-3 3242-5278

E-maid: consulti@klinsjapan.com

A

Kline Asia

Phane: +86-21 5382-5677
Fax: +B8-21 5383-3880
E-mail: consultwiine-asia com

INDIEA

Kline India

Phone: +91-124 4546-100

Fax: 91124 4546-122

Esmall: consulf@kbne-india com

BRAZIL
Factor de Solugdao
Phone +55-11 30757843
+55-11 30790792
Faw: +5511 30795197
E-mail' erebelofitaciordezotucan combr

www. klinegroup.com

Bucharest - Chicago - Dusai - Houaton - lslanpul

Krakow ] Milan ] Philagelghia ] Prague

oKline

10




el

AMERICAN EXPRESS PLATINUM LUXURY SURVEY SHOWS WEALTHY GEN X CONSUMERS
ARE MIGHTY IN LUXURY BUYING POWER, SPENDING MORE THAN BABY BOOMER
POPULATION

Study Reveals Compelling Data About Lisiury Spending Trends, Attiudes and Motivations between
the Rich and the Affluent as well as Gen X and Baby Boomor Generations

NEW YORK, June 07, 2005 -- American Express Flatinum Card® today annownced the resuts of Tha
Second Annual American Express Matinum Luxury Survey, which found that the wesithy are
spending lavishly on lneury goods and services. Households that were surveyed had an average
annual income of $235,900, were among the top 8% in the U.S,, and spend aver 20% of their
inCorme on leury goods and services,

The survey resufts show that wealihy members of the younger Gen X, despite being the smallest
total generaticnal group in the U.S. {numbering 4% million) budget ther luxury dollars quite
differenkly than the wealthy older Baby Boomers, whose generabion has 78 million pecple. Gen Xers
are far more invested in buying up the material trappings of wealth.

The survey investigated the differing attitudes, expectations and motivations among the wealthy
with a close lcok at the nch (incomes $200,000 and above) and the afflusnt (incomes $125,000 to
$199,999), as well as the waalthy Gen Xers, BOFN between 1965 and 1975, and their Baby Boomer
counterparts, born between 1946 and 1964,

Membaers of Gen X Mighty in Luxury Buying Power

Cwerall, the weslthy members of Gen X have an average weome of $213,000 and spend 18% more
than the Boomers on lukury goods annually, $26,751 compared with $22,631. This differéence is
made more sgnificant by the fact that the average income of wealthy Baby Bocmers, £222,900, 15
similar to Gen X,

Gen X spending far exceeds the Baby Boomers in a number of luxury goods calegores including:

*  &0% more than Baby Boomers on fragrance, cosmetics and beavty products ($3,235 vs.
$2.017),~ e O

*  47% more on fashion accessories ($6,066 ve. $4,116),

*  37% more on men's and women's clothing ($23,027 vs. $16,924),

+  32% more on wines and higuoes (33,922 vs. 52,966),

_ B e e —

For lugury expariences, Including dining, travel, and home services, DOth generetions spend roughly
the same: $17,55%4 for Gen X compared with $17,651 for Boomers.

However, in a number of luxury experience categones Gen X spending éxceeds the Baby Bopmers:

*  33% rmoce than Boomers for entertainment ($3,62% ws. $2,722),
. 17% more fof personalfhealth services ($3,324 vs. $2, 838),
s 11% moaore far Sporting events (59,170 vs. §3.769).

"Marketers tend to think of the Gen Xers 35 2 cohort too small to sven worry about, but this
research shows that Gen X may ba small in size put they are mighty in luxary ouying power,” Fam
Danziger, founder of Unlty Marketing, a marketing coasulting firm that specializes in marketing (o
the luxury market, and who conducted this year's Piatinum Lusury Survey. "They are in a more
youtnful life stage and arc gccumulating a lot of big, material gooas, Their influence 1S destined ko
grow even mare in the luxury market in the future now that the leading edge of this generation
regches 40 years of age this year.™

Contrary to the Gen X pooulation, many Baby Boormers are approaching a near plateau in terms of
their career trajectory, as the leading edge of the generation tums 59 years old in 2005,
Furthermare, their overall waalth may even gecling after retiremént. The Boomers are at a different
fife stage and thus have accumulated many of the *big purchases” the Gen X are currently making,




of planning to make. The Boomers are more likely to own original an (31% as compared with 24%

among Gen K), a fine jewelry collection (29% to 25%%), a vacation/second home (25% to 18%) and
an anbique or other collection (24% to 18%). Members of Gen X, by comparison, are more likely to

place a greater emphasis on active or experiential ‘toys’ such as sparts cars, (owned by 28% of Gen
X compared with 24% of Beamers) and beats and yachts (21% to 17%).

Dramatic Spending Differences Among Rich vs. Affluent

The survey also looked at the difference in spending patterns and attitudes between the rich and
the affluent. In this survey, the rich sampie earn an 2verage of $390,400 per year with
approximately $10 million in investible assets and répresent the top 2% of American housenaids,
The affluent semple carn an average of $152,500 per year with approximately $1 million in
investible assats,

In comparing the rich with the affluent, the rich spend three times more than the affluent in both
the luxury goods and luxury expeniegnces categories = an astounding $81,172 total per year. And in
several categories the rich spend nearly four times as much as the afflusnt. For lnstance, the rich
spend $17,185 on luxury jewelry and watches ve, 5,163 by the affluent; $12,831 on lusury pet
products vs. $1,316; $11,675 on luxury children's gocds vs, $3,577; $9,931 an luxury fashion
Bccessones vs. $2,898; and £7,703 on luxury wines and liguors vs. $1,880.

Interestingly, the rich spend about as much on (uxury products for their pets as they do o luxuries
for the children.

The rich also indulge maore in luxury experiences than the affluent, spending three times more in
almost every category: $6,281 on personal and health serices vs. $1,8%1 by the affluent: 36,363
on entertainment vs, §1,791; 5,313 on sporting events vs, $2,891; $7,611 on dining vs. $2,612;
and §17,051 an lueury travel v, $7,815.

Value Censclous But Willing to Pay Mare For Personal Service and High Quality
While the luxury consumers surveyed buy luxury in a vanety of categaries, they alsa enjoy shopplng
wisely and searching for the best value and price,

¢ B0% of luxury consumers surveyed agree with the statement, "Getting a discount or finding
a reaily good =ale price on a luxury item makes me feel like a smart shopper,”

*  63% agreed that "The price of most luxury goods |5 too high, and [ rarely pay fult price far
& luxury brand,”

+  SB% saud their last luxury purchase was bought on sale andg @3% sad a sake or discount
was very oF somewhat Impartant to their purchase decision.

“The luxury shopper is value conscious and passionate about getting the best price. However,
despite their propensity te watch their wallets, they are willing to pay mare for superior service and
greater convenlence,” sald Peggy Maher, senior vice president and general manger, Consumer
Charge Card, American Express Company. “Mast of the wealthy consumers surveyed come fram
middie-class backgrounds and are thus more value-cansclous, As we knaw from our Platinum
Cardrmembers, they are willing to pay for goods and services as long as thay see the valug ”

About two-thirds (64%) of wealthy consumers surveyed are willing (0 pay more for special services
when they travel or shop at 8 more exclusive boutique, The overwhelming majority of survey
respondents sald luxury had to do with quality and service, not a price tag or label.

*  Mearly B0O% of the luxury consumers surveyed agreed with the staternent, "An impartant
part of my enjoyment of a luxury experience is how well the Service personne! treat me and
the extra service they provide "

«  Sametimes buylng luxury IS based on pure convenence with 43% of wealthy consumers
agreeing, 1 often trade off spending mare money for convenlence, because 1 know I could
fingd it cheaper but it 15 just too much of a hassle.”
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About Tha American Express Platinum LuXury Survey
The American Express Platinum Luxury Survey was a quantitative survey conducted in March 2005
among a random cross-section of 770 wealthy consumers in the U.5. including:

* 270 consumers with 8 household income aver $200,000 of any age group

& 250 Baby Boomers with a household income of $125,000 to $199,99% (average age of 50
years)

* 250 Gen Xers with & household income of $125,000 to $199,999 (average age of 34 years)

Those surveyed had to possess an income of at least $125,000 to be considered and were not
required to be American Express Cardmembers to participate,

All of the participants purchased a luxury good or experience in the past 12 months ta gualify, The
average incame of the respondents was $235,900. Unity Marketing conducted the survey on behalf
of American Express,

hitp:/fhome3 americanexpress.com/corp/pe/2005/genx_lux.asp
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Industry Definition

This industry comorises eslablishments primarily engaged in one or more of the following: (1) providing hair care services:
(2} prawviding nail care services; and (3} provising facials of applying makeup (excepl permanent makeup).

ACTIVITIES (PRODUCTS AND SERVICES)

The primary activities of this induslry are;

Barber shops

Beauly salons

Cosmetalogy salons or shops

Kail salons

Beauhcian services

Beauty and barber shops, combened

Beauty parlors

Beauly shops

Esthetician (i.e., skir care) services

Facial salons

Hanr styfist szions or shops, urisex of women's
Hair stylist services, unisax of wormen's
Hairdresser semvices

Hawrdrassing salons or shops, unisex or women's
Make-up (excepl permanent) salons

* % 4 8 8 2 4 B &2 & B B ¥ B &

The major producls and services in this indusiry are:
+  Haw Care Services

+  Nail Szlons and associated services

+  Barber Shops

SIMILAR INOUSTRIES

Industry: % §1151 - Technical and Trade Schools in the US
Descriplion: Establishments primanly engaged in affering training in barbering, hair styling, o Ihe cosmetic ats

Indusiry: ® €2 - Haalth Care and Social Assislance in the US
Cescriplion: Eslablishments primarily engaged in providing medical skin care services (e.g., cosmetic surgery,
dermalalagy)

Industry: = 81219 - Cther Parsonal Care Services in the US
Descripiion: Establishments primanily engaged in providing massage, elecirolysis (i.e., hair removal), permanent makeop,
of lanning senvicas -

DEMAND & SUPPLY INDUSTRES

# 42271 - Drugs and Druggists' Sundries Wnclesalers in the US
= 44612 - Cosmetics, Beauty Supplies and Perfume Slores in the US
# 53112 - Lessors of Nonresidentizl Buldings {except Miniwarehouses) in the US
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" 81232 - Drycleaning and Laundry Services (excapl Con-Operated) in the US
& 81411 - Private Househalds in tha LS
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RATIO TABLE
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Segmentation

PRODUCTS AND SERVICE SEGMENTATION

ProduciiSanices Share
ES Halr Care Services 91.5%
B89 Nsi Salons and assackited senvioes 54%
B arber Shaps 3%

Results from the US Census Bureau's 2002 Economic Census indiczied Ihat there were 4,060 barbers’ shops which
had inlal revenue of $508.3 mikion; there were 73,933 beauty salons with aggregale revenues of $15 098 milkan and
8,481 nail salons with combined revenues of $889.7 miion. These results excluded figures for non-emzioyer
eslablishments (i e. seil-employed persons).

For Halr Care/Beauty Salons:

This segment includes both female and unisex salons. ;

Revenue from hair services accounts for 79.0% of ihe ‘olal segment sales, revenue lrom nail services accounis ot
4.5%, rental income fam leased stabions and booths withn beauty salons accounts for 3.9% and sales of har care,
revenie from diel and weight reducing programs accounts for 0.9% and merchandise sales Tor 5.3% of 1olal revenue.
Other sales revenues accounts far fe remainder,

Sub-leasing of soace 1o nail and cther personal care service prowiders is a signiicant componeni of the folal parsonal
care services offered by some Sealty salors, such as nall o diel service operaters. In all, about 20,0% of beauly
salons derive addilional income from the sub-leasing of areas lo ctrer beauly oparators,

The mest comman beauty services provided include eyelash and ayebrow linling hair removal and manicures.

The major benefit provided 10 clients by the beauty salon industry is the leeling of se:ne campered and, associzled
wilh thss, loal satisfaction with the end resull. Thasa factars are mare imporant ihen adice to the client. However,
segments of the indusiry still continue to compete heavily on crice.

Day spas, olfering massages and other services for tne mind and body Io assist in relisving stress and the bull up of
Kle pressures, is currently a growih segment in the beauly area. Surveys indizale thar since 1997, about B.0% of
salers inat offer har and nail traatmenis have akso commenced to tonve T and offer day spa treaiments and Ihis is
expecied 1o grow furher,

Nail Care Salons

Revenue from stand alone, independent conlraclors, those focated within tair care salons, and including boath
renters, 13 estimated 1o account for 5 4 % of tolal industry revenue.
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Revenue from nail services azcounts for 85.5 % of Iotal revenue, harr seriices accounts for 0.6 %, rental income from
lezsed slalions and S2olhs with n seauly salons accounts for 1.1 % and sales of merchandise accounts for 0.7 % of
folal revenue.

For 2005, research by NALS magazine indicaled Ihal thare were 57,838 salons in operalion, and that there were
380,635 licensed ‘echnicians - o an average of 6.6 per salon. The esiimziad revenue of Iis segment by this
magazing was $6,430 llon, which decreased by 6 % over 2004, This ransialed 1 an average annual revenue of
111,773 par salon or §16,893 per licensed lechniz'an. Again, the major teneht provided by the nail care segment to
their cliems s tha feeling ol beiny pampered anc, associated with this. satisfacion wil the end resuli.

The mzzazine reporied thal at l2as! 75 % of nail salons cfered manicures. acrylizs (any lype), parsfin dips, nai an
and waxing services €1 % offered hair Care, just under helf offered gels UV kghl-cured systems and 42 % used
fioregiass. Around a third of salons offzred facials, massage, make up 2pplication, skin care, sk wraps,
coloradidesign acrylics and UV 1ep coal service, Between 2C and 25 % offered nail jewelry. reflexclogy. powderigel
exlensions, lanning, aroiralieragy reatments, earpiercing and aitirushiag

In 2005, 95.6 % of s2lon empicy=es were fema e, and 56.4 % of salons were ficensed. Mos! people have been doing
nails for an averape of 8.6 years and the ave'age age lortechnizians is jLsl cver 38 years. 33 5 % were salon awners
doing nails, 32.2 % ware nal 1zcincansbooth reners, 25.7 % were nadl tezhnic znsiemployees, 5.7 % were salon
managers of nail depadment managers who did nails. The average salon has 2.3 rail lechmicans. 93 6 % of chents
were lemale, mostly aged 26 years and over and 72.5 % of elients use the sexvice every other week. The average
weekly income was 3519 52. In terms of payment, 7.6 % of employees were on a szlary on v, 13.8 % were on a
salary plus commission, 56 3 % were on commission only and 8.3 % ¢n tiered commissions. Tae average
commission rale was 55.7 %. The average number of clienls per weck was 30.6 2nd the average prices for services
ranged lrom §17 16 for 2 manicure, §32 45 or a pedicure, $40.23 ‘o a acrylic full nail sel (lips with overlay) and

$24 36 for an acrylic fill, $45.39 for 2 full selsculplured acrylic, Mosl operalars sall relail products for their cients’ use
2l home. NAILS Kapazine estimaled that 46 % of nail lechricians are Ceucasizn, 6 % Alrican Amencan, B %
Hispanic and 37 % Vielnamese.

Barber Shops

The smallest segment of tais industry is the barber shops which acccunt for zround 3 per cent of total mdustry
revenue. In 2002 there were 4060 emplzyer eslablsaments (down brom 4242 operalors in 1397) which had an
average revenue of 3124, 700 per annum. 84,4 per cenl of revenue was derved from hair services and 16 per cenl
from rental of leased stalions or boolhs.

MAJOR MARKET SEGMENTS
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Market Segmant Ehgng
. Women 0%
IR jan W%

s The mdusiry derives most of s revenue from howseholds.

»  ies esbmated by 1BISWarld oat women acoount for around twa thirds of the tolal @xperditire on hair care and
beauly teaalments, given their greater use of kighar value added senacas and ther overall grealer frequency o use

»  Nails Magagzing's survey for 2005 indicatad thal 93 6% of chenls we'e famale, mostly aged 26 vears and over and
72.5% ol chents used Ina service every olher waek.

»  The gradugl aging of the populabon has led 1o 2 increase in demand for hait coloang (wih 6 weakly visits common
in Ihis area) and wrinkiefacia: and olher beauty servces,

+  Surveys ingicaled that the rumber of men using salons 15 mereasing and are requasting 2 grealer amay of senvces,
such as, hzir, skin, nail reaiments, and also parchasing retail producls from sakons

IROUSTRY CONSENTRATION
Concenlration in (his indusery is low

«  Theindusiry has a low levet of ownership conceniration, despite inere being a number of chain and franchised
operatons. |t mainly comprises small busingss, smgle salon cwnerloperators

»  NAILS Magazine's 2005 indusiry sunvey results indiczled that 52.0% of nail salons employec only one nail lechnician,
20 1% employed 2 pecple, 11.1% employed 3 2eople, 6.6% employed 4 paocle and 10.2% empioyed 5 cectle ar
more. The averags number of clients seen per week was 30.6 and the average weekly incame was 3619 52

The lallgwing information fram the US Census Bureau for employer establishments n (his indusiry for 2003 sup ports the

abave. .

_Emplaymert Size for Empiayer Establishments, 2003
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The lable indicates thal 2imas two-fnirds of employer establishments have 4 or lss eriployees and wilh 85.0% hawng 9
or fewer employees. The industry is small business cnented and will remain so. Therefore, the fevel of indusiry
content-ation 15 not expactad 'o change in the near future,

GEOGRAPHIC SPREAD
Year: 2007
Share of Employees by Region

Regiea Percentage
I Souih East 0
B Mid Easl nE
B GiealLakes 1wl
W Far Wesl )
I South West LR
W Puns 78
I Hew England 64
I Rocky Mounlains 4
Share of Establishments by Region
Regon Percbalags
W Zouth Easl g
W g East 24
W Gresl Lokes 157
B FarWest 126
FE South Wesi B4
BSEl Plans 18
B Hew England 75
W Riochy Mounising a7

Share of Revenue by Ragion




Regon Pementags

W S Eas i
W Mid East 0.8
I Greal Lates iwr
R Farwest 137
SR South Went 92
W Plaing 15
I New Englang 12
W Frochy Mountaing 13

The general regional share of overall s provided in the lable below from US Census.

43
159
153

[
%1
wr

14
17

In general, the location of hair care and beauly salons is found in direct propertion Lo an area's pepulation (and in
areas such as the CBO in terms of warkfarse) size and numbers and this patiern has not changed significanlly ovar
time.

Nail salons, hawever, lerd 1o Se mase corcentrates n e selstvely highe household income suburbs.

For this indusiry it l2nds 1o have 3 highar corcariraton, in lerms number of salons, sbove avarage sizs and revenus,

in the Rocky Mountains, Soulh 'Wesl, Plains, Mic Easl and New England regiens - many of which have iarge
population and cities. This is rewiforced by other information provided below.

In terms of nad sa'ons, MAILS Magazne in 2005 eslimated thal 17 5% wese in the Mid West [particulady in lingis,
Michigan and Ohio}, 30.7% resiced in the West (particularly Caiforoua and Texas), 22 7% in the Soutk {particularly
Florida). 25.9% residec in te Easlam (paricularly New York, New Jersey and Peansylvanz) and 3.2 % i the
Mountain region (particularly Colorado). The is, again, lzrosly re'ated ko population distnbution across all eQICNg
This level o° geographic conceniration is expecied by IBISWorld {0 nal change i 11g naar fuiure.
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Market Characteristics

MARKET SIZE

* IBISWorld estimates thal, in constant 2005 prices, the Hair, Mail and Skin Care Services Industry will generate
$42,107 mulian in ravenue i1 2007, which represents real revenue growth of 2.3%

*  This industry will also conlribuie an estimated 523,293 millon to the US ecoramy in 2007, which represents 0.17% of
fatal GDP,

In 2007, 1BISWorld alse estimales thal this industry;

+  Corsizs of approvmalely 763 5°8 establish nens. which is 1.8% higher than in 2006

*  Employs apzroximalely 1 05 mil ion, which is 1.6% hizhar than in 2006

»  Pays ictal wages of $10,311 million, which was 2 4% hignar than in 2005

*  In 2005, according lo NAILS magazing thace were 57,838 salons (up from 51,571 Fcensed nai salons n 2002 and
Irom 54,120n 2004), Theese hava a total of 380,235 hcensed tezancians (up from 368319 in 2002, bul down 1.5%
over 368 635 n 2004}, or an average o' 6 6 lechnicians per icensed saion. Inuslry revenus was estimalad o have
decraasad 6.0%. in nominal ferms, to 35,230 million in 2005 (compared with $6,450 million in 2002 ana 56 840
million in 2004},

LINKAGES

Demand Linkages

<% B1411 - Privale Households in the US

Private households account for nearly all of the demand for services provided by this indusiry.

Supply Linkages
* 42221 - Drugs and Druggisls’ Sundries Whaolesalers in the US
Supply of cosmelic and relzled products

* 44612 - Cosmelics, Beauty Supplies and Parlyme Stores in the LIS
Suzply of products lor direcl use ang sale

W 53142 - Lessors of Nonresidertial Buildings (except Miniwarehouses) in the US
Leasing ol shop space

* 81232 - Drycleaning and Laundry Services {excapl Coin-Opereled) in the US
Laundry services for linen

DEAND DETERMIMANTS

+  Mosi households zcsass hair care salons,

+ IBISWorld analyss indicates that he irdusiry dispiays a high degree of sensitivily 10 changes in household
dispcsable income, which resulls from changes .n employment and flom L2x and inferest rales. More recartly. the
high and increasing g3s prices is also hawng an adverss effacl on dispossble incame, and consumer expandiure i
i5 evidenl that 35 the growth m housenold disposable moome changes 2 shift in the ‘requency of usa of services
occurs. Also. (here s a shiftin Loe use of higher pricedvalue added services {above the bas'c cut servica), and in the
purchase of haircare and beauly products fror szlons. Ciher imponant aspects include population arovah and the
progressive aging of the podulalion, paricuiarly, amang & porion the posl-war baby boom era that 3re ngw ratinng ar
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appreaching refirement, wilh a {ar higher level of dsposatle ircomes and wealth, and fewer financial comemitmens
than previaus genarations.

»  Day spas, offening massages and olher services for Ihe mind and body, to assist in relieving siress and the buill up
life pressures is currently still a growth segment in the nals segmeni, NAILS Magazine mdusiry survey ncicaled thal
in 2001, 36% of salons offered spz services.

s The Amercan Salon Green Book indicales thal day spas are a growing segment and almast hall of all paople wha
use a day spa are between the ages of 34 and 52, many have college degrees and aver 2 Burd eam mare than
£75,000 per annum. Masi spas are used for relaxalion purpases.

#  Surveys have alsa indizated that the number of men using salans is increasing and lor & grealer array ol services
such as hair, skin, nal rezimenls, anc they are also purchasing the salons' retail products

DOMESTIC AND INTESNATICNA. MARKETS
Domestic and International Markets Exports
Exports in Ihis industry are low

Exports in this indusiry are sieady

Domestic and International Iiarlul: Imports
Imponts in this industry are low
Imparts n s indusiry are sisady

Domestic and international Markets Analysis .

» Ingeneral, the indusiry senaces the reeds of the domeslic markel,

= One major oparator, Regis Corporation has, howsver, expanded belh iis company owred and franchised salons
internationally. n Lale-2005, ihe company's Noih American operalions inciuded 5,551 corporale salons and 2,310
frenchised ones, while inlemalicrally 1 Fad 428 corporate salons ard 1 592 franchised ones, mainly located in ihe
UK, France, Haly and Spain. I had £5.000 corporate employess ghibally {an averags of atourd B per salon).
Hawaver, the company gererales 85% of ils revenue domestically.

BASIS OF COMPETITION
Competition in this indusiry is high
Compelion in this industry is Increzsing

+  [BISWord contends that the basis of compeliion in the hair care companent appears, aversnelmingly, 1o ba price-
based, dug 1o both the number of operators and the ease of sniry mio Ihe industry

+  Many mare successiul operators, however, compate on the basis of qualty service, consislen! cuts and serveas and
according 1o the client's wanis and desires. They alsa seek to ersure high clhient salisfachon and refurn rates and.
tnerefore, obtain the benefit of gocd word of mouth recommendatione,

+  Many of the same faclors are imponiznl in the nails salon segment - with sanilation and service being impertanl.

LIFE CYCLE
Life Cycle Stage
The life cycle siage s growih

Life Cycle Reasons
= Changing age siructure of the population.
= Changing zlitudes o beauty and other reatments, by boih males and females

26




Increased demand lor day spas.

Life Cycle Analysis

White over the longer ter, Iclal rez| indusiry revenue lends 1o grow slowdy and in ine with the domestic papslaticn
grown, Ihere are a nurber of segments that are growing al slighlly (asker rates.

A parl of Ihis induslry wiic= is in 3 growln paase i Ihe beauty segment and is relaled 1o the changng age slruciure
of the pepulaton and the incraasing demand for more facials, heauty frealmens, hair colorings, naiks and genaral
pampéning elc.

Some indusiry segments, such as the bas's har oot sevvices, operziz in a wery price compelilive envitonment, and
this may be ah indicalion thal if.ere may be loo many operalars in some segments.

Somz industry services, particelary besuty and health ones, are increasingly being provided in healin retreats ang
holday resorts.

Mew senvices are increasingly being alfered by cperators - incleding unique or custom anes - which reinfarce
pamperng - and can be linked lo massage, facials, lanning, wasing and reflaxology

Growat in Iris induslry is ccourring in tha franchising area - bolh domestically and internatianally, and with hurther
polential for further growih over the outlook period.
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Industry Conditions

BARRIERS TO ENTAY

Barriers 1o enlry in his industry are low
These barriers are sleady

The level of copitel irvesiment recvired s low.
Operalors can lease suilable premises.
Operalors can lease equizmaent,

Some [tan'ng is required

- & = =

Analysis

»  The bériers to enlry are low. The industry relies on parsonal skills and training and new operalors have the ability 1o
lease a their equipment and lo rent refad space to enter the indusiry. Seme licensing of operalors ocours in some
Stales

TAXATION

Gapds - TaxRata. TaxType - -
meqﬂEsm 50 100%  Iodusiy Specfic
Licensing of individuals 25 50%  Indusiry Spec e

+ Insome Stales, there are annualy renewable license lzes for the locationishap whare hair ang beauly care sanvices
are prov dec, as wall as lor individually qualified persons.

IMDUSTRY ASSISTANCE

The level of Indusley Assislance is nons
The tiend of Induslry Aseistance is ncreasing

There are no specilic tarilfs for this irdusty

s Thisindusiry, like most personal serviges ones, is ntally Lrprolecled ans receives no assistancs in any form from
governmeni, apar: from aperators having to mee: some héensing raguiremanis, In some siates, the need for further
hair care or beauly apprentices has ic ba established first, prior to obdzining In2 approval of the relevan| Siate Board
and commencing an apprenticeship.

REGULAT'CH AND DEREGULATION
The level cf Regulation is medium
The trend of Regilation s ircreasng

»  Most Staces have individual requirements for ihe training and lesting of parsens in this induslyy and a consrer
complaints process,

= In hoth the hair and bezuly t2atmeznl areas lincluding 12+ demonsirators and mstructs:s), mosl people reed bo e
licer:ssd by the appropriate State Baard of Cosmetelagy and the establishment wnere servizes are provided may also
nead o be separalaly fzansed.

+  Licansing requires between 100 and 3,000 howrs of siudy as ar. apprantice under a ful'y qual fied oparatar of i an
apzrovedficensed school, silting [zr 3 writlen exam and paving the appeopnale licensa lee. In some States,
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apprentices have 10 ndicale ar prove Inal there is an actual need or demand far 1ha appreniceship, pricr to approval
lo commence. In mos! States apphicants have fo be at least 16 years aid. All irenses and work pernits must be
posted in putlic wew wilh a curment photo altached Stale Boards also eslablist and enlorce salety and sandation
practice standards for operalors and parfoem regular inspections.

*  Some of the more specific regulation may require that all lools ard implaments used are slenlizedidizinfected, hat
tasling be uncenaken prior 10 hair coloring and that cenain chemicals 5e nol used on =z, nais or wih facizs. Any
special need of ~eople with dabeles. who have a manicure or pedicure, need 1o taken inio accoun:. Np medical
seraces, such as removal of mavs elc, can e underlzke:.

»  Currertly, many Stztes are considaring legislation to regulate salons which rer! s2ace for a booth 19 an inde pendent
conlracter rather Inar an employee and or Ihe licensing of lhese aclivities. These “egJistions cumently vary

accarding fo State.

COST STRUCTURE

Year: 2006
Hem Cosl %
I Wages %1%
B Purchases 1500
M Rent 16%
B yives 40
& Employer costs of rings banefis 244
BN Deprecivion 204
I Cammunizstion coats 0.7%"
W Repairs and mainkgnance DA%
N Other (LAY
vF Prafil S0

Analysis

*  Since lhis mdusiry is a labor-inlensiva, the majer cost relates lo wages, which accounts for an esmated 26 % of foial
revBnug.

= Gwenthe general inlense stale of compellion in s indust-y, (he retwere & investner], is generally low, with an
estmaled 5 % margin accruing lo gwrers, The small margin makes ths ingusiy fnancially vulnerablz io any
changes in cemand for services andior price-based comzetiion 1is a'so aecien by any “acio: which affecis wages
and benefil cosls, inchuding recently increasing workers’ compensation irsurarce and for medical berelils.

CAPITAL AND LABCR INTENSITY
The level of Capual Inlensiy is low

= The dustry nuclves a larga degree of personzl cliant servce.
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Masl areas of operalion from 1aking appawnimenls. 10 prowiding hair and nail and alher services and cleaning requires
direct labor input.

There has been no significant change in industry operalion, wheeh involves 2 significant change in capilal
requrémenls ratently.

Analysis

Ralio® The kabor intensity of this industry is determined by the ralio of Ia%or o capital. To calculale this ratio, wage
and dacraciation costs [taken fron e cost struclure) ars wilized as proxies.

Labor costs, in total, aczount ‘or araund 540 % of the lotal ana dzpreciaticn for under 2 %. The ratio of laber ta c3pilal
g 1:0.04, meaning: thal fcr every dokir spent on wages, only 4 cenls is spend cn utikz\1g and replacing eguipment
and budings.

This ingustry. like all o192°s in the perscasl services industry, requires a very high direct labor input. Parsonal gquality
ang professional service are all smpodanl, as s client salistaclion wilk ihe and resuil.

TECHENCLOGY AND SYSTEMS
The level of Techrology Change s low

-

Techolegy has impacled only slowly on she hair care component. Howeser, [echnology and products usec in he
bea:ry industry have chanaed dramatically aver Ihe l2st law years with the emargence of new compulerized
equipment. This inchudas equipment using e Blend method, which combnes elecyolysis with a shon wave cumrent,
Franchis g has emerged as a major segment in the hair care area and is the major area of change curenily
aflecting il. The major hair cae [ranchisor 5 Regrs Corporalion, utiizing its Regis Salons, MasterCuts, Trade Secrels,
SmariStyle, Superuts, Cosl Culters, Hair Mastess, Style America, Firsl Croice Ha rouilzrs, Magicuts brends bolh in
ine domestic and internaliona: markel (mainly France and the UK, but expznding rapidly elsewhers).

INDUSTRY WOLATILITY
The level of volatility & medium

The induslry is sensilive 1o aconcmic conditions. including consumer confidence.

The demand for value added serv.ces follows 1he trend rale of grewth of household disposable income.
Some hair and nal and olfer sefsicas are seen as discrelionary by consumers,

Mos! households require regular haircuts,

Canlinuec growlh in the nails sagment, with spas being paoular.

GLOBALIZATION

The level of Globalization is low
The trend of Globalizalicn is increasing

The induslry, in general, services the needs of the domestic markel. One major operalor, Regis Corporalion, has
expancizd both its company ownad and franchised personal hair care safons inlernationaly, bul sill genarales Ba% ol
IS revenué domestically
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Key Factors

KEY SENSITIMVITIFS
Tre key sensdivilias sifecting the performance of Ine Hair, Nail and Skin Care Senvices induslry include

Consumer Sentiment Index
Description: The leve! of consumer confdence,

Changes in consumer canfiderze levels Fas 3 direct effect on their s38112ing on basic and value 2doed services,

Per Capita Disposable Income
Descriplion’ The level of andfor movemerts i real per capila disposable income

The nuusiry -5 sensiliva o changes n hoJseheld discosable income, which is affected Ty changes in general
ennplayment growih as well 25 in tax and iderest rales. i has a direcd effecl on fhe demand for value 2dded senvices.
purchases of merchandise and, 10 some extert, the frequency of use of services

Population Growth Rale
Descrplion: The level of popuation growdn in the US

The indusiry 15 sensilive lo population size, age siructure and growth rale within 2n individual aperater’s catchmant area.

K SUCCESS FACTORS
The key suceess faclors inthe Hair, Nail 31d Skin Care Services industry are:

»  Accass bo muiskilled and fewibde workione
Ta have the right mix of people 2~d servicas needed by cuslomers in the calchmen! area.

+  Access bo miche markets
To develap niche areas of service/expenise so as nol 1o be 25 affecizd by local price compelition

+ Having a loyal cuslomer base
Have a highly satislied and rapeal clien! basa

+  Musthave license
To have Ihe appropriale lizassieg

+  Maintengres of excellert cusiomer relalions
To ensure on-goirg cuslomer 3ausfaziion and good word of maulh recommendations.
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Key Competitors

MAJOR PLAYERS
Marked Share
’ Markel Share
Bajor Player Range
=g Regs Comoiaion S.31° (2008}
B Ma Salon, Cosmehcs & Fragrance, Inc. 034% (2006
. Ciher 91154, (20060

PLAYER PERFORMANCE

Regis Carporation

BrandTrading Name(|s): Regis Salons. MasterCuls. Trade Secials, Smar Style, Superculs, Cosl Cutters, Hair
Mastar, Slyle America, First Choice Haircurlers, Magicuts

Markel Share: 5.91%

History

Regis Corporation is (ke keading hair care and relail salon owner, operator and Iranchiser, and has is head o%ce n
Minaesota, It prowides a Rl range of services from custom hairshying, culling, colonag, perms 2nd manicures a2 sells
hair care preducts. | operales under the trands of Regis Salors, MasterCus, Trade Secrat, SmanStyle Supercuts, Cost
Cutters, Har Maslers, Style America, Fist Chaice Haircullers and Magiculs. s up merkel salons operate under the Regis
Salens brand, it value-priced salons Irade uncer (e Cost Cullers and MasterCuis brands. Reg:s' sakons are also locsled
ir shopping mads (1hder the beand, Regs, MaslerCuls and Trade secrel) ard sirp senlers (under the brand, Superculs.
Cosi Cullers). Tney are alsc found within Wal-Marts where they rade under Ihe hrand, SmantStyle. 1| cominues to expand
through a combination of mergers, acqusilions and cpzmngs. As 21 the and of December 2005, il had a fotsl of 11,211
oompany-owned 2nd franchised stores workdwide,

in January 2006, it was announced 113l a subsidiary of Regis Corporation was (o merge with Sally Beauty Company, 3
busiress unit of Aloeo-Cuiver Company, Lhal weuld own 54.5 % of ihe new comaany, subject to sherehokdar and
regulatery approvals. The compary would raélan Ihe Rege name and cartinug ‘o &2 headouarered in Minneanohs Sally
Beauty Company is a eading glozsi marketer of prolessional beauty supplies. wilh annuai revenue of $2.25 blion and
with 822 Beauly Sys:ers Slores and 1,244 ssles paonle, Regis was 1o be transformed inle a professional beauty
praducts distribulon and serdoes compary. Hoeevar, the merger did not proceed and Regs receives 330 million a5 a
merger erminalion fee. of which cosl offzels was $34.1 millon,

A summary of the racen! financial performanze of Ihis company is provided in 172 following table walh futher discuzsion
below.
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Summary of Racen: Financial Pedarmance

STl Milka Delars T & © Mifion Dollars : s
‘FlscalYear . o o T o7 Revenos Peicenl Gt Hal Income. Ferzenl Growes
154 L) RIC n e
1983 915 % 0 A%
2000 1140 18.9% 50 66 7%
2004 M2 15.1% 531 B%
2002 34 08% 0.3 J24%
2003 1635 189% w7 N
2004 10X 139% W05.0 ni%
2005 204 143% 46 -3B5%
2006 bkl 106% 1086 63 7%

Sourte Awua Repof
Hole Fiscal year eong J.ve

In 1993, Reqgis acquired Barbers Hai'sykng for Men and Women Inc and Heidi's Inc. In thal year, sales revenue
increased to about $875 mill an, bul nel inceme growth was static at around $30 milon (or 3.0% of revenue). In 2000, it
acquired Superculs, UK, For that year, revenue :ncreased lo §1,140 million and nat mcome increaged 10 almost 550
milion, which represented 4.3% of revenue. In Seplember 2001, i acquired Ihe French franchisor, GGG,

Fiscal 2001

In fiscal 2001, revenue tolalec 51312 milbon (up 14.8%) and il had 41,130 employees. Service revenue noreased 14.6%
10 3893.5 million, aroduct sales increased 15 6% 1o $351.9 millian, franchise revenue increased 12.0% o 556.3 million
and lotal syslem-wide szles was §1,903 million, up 13.7%. Just under 93.0% of revenue {or around 51,200 millicn) was
generated in the domestic markel. The EBITDA lo sales rzlio was arcund 13.3%, operating income increased 5.1% to
$109.3 million and the nel profil marg n was aboul 4.0% of sales {or $53.1 milbon). Same slore sales growih was 2 5%
and 10%al 2ssels was valued al $736.5 millon. During the year. it serviced around 118 million custamers worldwide
through its 5,655 company owned and franchised salons in the US, 632 stoves in Canada, 30 stores in Puero Rico and
364 siores inthe UK, Tha total stores numberad 6 681 workdwide,

Tha firm generated around Iwo thirds of s ravenue lrom hair ssrvices, 28.0% from high margin hair care merchandise
sakes and 3.0% from franchisor income, If also slocks a range of harr care products. During 2002, the lrm planned 1o
opan a further 550 stores.

Fiscal 2002

In garly 2002, the firm expandad its oparations 1o Naly, Spain, Brazil, Belgium, Switzedand and Poland.
I alsa acquited the Jean Louis Davd Irademark and salons, which was the number ar e salon operator in Europe.

In July, it acquired 328 salons aperaling as BoRics, which generated revenue of $62 milar, These were added 1o an
additional 53 salons winch had been acguires over thé prévicus tnree months and had a tatal of $3 miion in revence.
The BoRics were added to (he exst ig 3.400 stnp shopping cenler salons. The firm estimated thal there ware 40,000
salons in US siip shopping centers,
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Since lhe early-1990s, Ihe company made 233 acqus tions, which added 6,622 salons, wilkh annual revenue thal iwlaled
5735 milign ard system-wide sales of aver §1,800 million,

For fiscal 2002, system-wide sales increased 18.4% to $2,253 million and tolal raver ue wers up 10 9% (0 $1,454 million
Operaling income increasad 22.5% to 51093 milkon, net inzome mgreased 32 4% 1o 570 3milion and the ECITDA
increzzen 10.6% to $153.6 milline. At ihe end of June 2002, the company had a tzlal of 8,684 salons, of which 4 776 wers
company-owned and 3,908 were franchised. The domeshe satons comprisad 1,016 Regis Salons, 551 Maslerculs. 490
company-cwned and 29 frarchiszd Trade Secrat, 361 company-owned and 210 franchised Smarsiyle/Cost Cutlers and
1,478 company-owned and 1,988 Irarchiszd Sia Cenlers. Inlemalionally, it had 382 company-twned and 1,684
franchused slores. Reys Salcns generaled $4°6.2 million in revenue, Masteroule ganerated 5164 8 mihon, Trade Secret
generaled 3150 million, SmanStyle generaced $178.7 milkon, Skip Cerler generalss 53213 milkon, internationally
Incalad salons generaled $105.6 mibion ard frenchisec revenue generaled $77.6 million

Flgeal 2003

At the enc of Decenber 2002, the comaoany had 9,313 salons, of which 5,373 were company-owned and the remairzar
were [rangvsed, whie internasionally i had 332 company-owned sakng and 1,684 franchised ones. Il was akso
arnounced thal the cormpany had acguired Vidal Sassoon salons and aczceries and inboduced 2 new salon concepl,
Vidal Sassoon Studios. Il also acquired Haircere Limiled's licensig agreement with Procler & Gamble 1o expand the
salon group using the Vigzl Sassoon beard name n North Amenca, UK and Germany.

In March, ke company annaunced thal il woukd expand 15 Ewopean high-‘ashion hair salon brand, Jean Lowis David,
outsida of New Yo City and plannec 10 2dd beween 100 and 200 stores nche greater New York, Mew Jersey and
Cenneclicut areas. In thal same month, the company transfared its stock listing lo ibe NYSE

In May, the company accuired 284 salors f-om Opal Concepls, of which 90 were company-cwned, and tha remander
waie Fanchised. The lranchised salors operaled under (e Pro-Cuts brand and were pomarly located n Texas, Over the
pasl 10 years Regs rad completed 255 acquisidons, which involved 7,043 salong ang anualiola] revenues of 5817
midion, and sysiem-wide sales ol cwer $1,000 mif on.

For fizcal 2023, system-wide sales moreased 23.0% o §2,000 milbon. white consolidated szles inc'eased 15.8% lo
§1.684 5 milion (ol which iternational revenus was 5171.5 millon), and cparaling expenses was 5% 526.0 million
Operating income was 51589 milan and net income was 586.7 million, o 5.1% of reverve. The firm construced 357
new szlons, added a3 fuiher 275 ranchised slores and acouired a luriher T58 salons, which included 188 franchisec
ones As at Juna 2003, the company cwnad, coeraled or franchised 8 617 saans, compared with 8,684 in June 2002 11
had 1,096 Regis Sa'ons, 580 Masierouts, 517 company-awnad Trage Secrel, 25 francnise: Trade Secral, 1,033
company-awned SmarshleiCost Cuters ia Wal-Man, 230 frarznsad Smanstge/Cost Cuhers in Wal-Man 1928
covnpany-owned 3irp Canters, 2172 francused strip centers and 399 company-owned and | 627 lranchiced inlzrnational
salons.

Fiscal 2004

In Apwil, [he company annauncad tral it acnuired 153 Habday Hair salons localed pnmarily m Pannsybvania which was
expacted 10 add argpund $45 mill'pn o arnualized revznues. Durng the third quarder 2004 the company also acquired 113
salons n 14 separate transactions, of which 86 wera Iranchise buy-backs, which added $25 million 1o annualized
revanles.
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For fisczl 2004, revenue increased 14.0% lo $71 520 milflan and same store revenus growth was 2.6%. Net income
incrzased 22.0% 10 5105 millian {a margn of 5 5%). Al yaar-ea¢, the company had 2 total o' 10,162 salone {6,238
company owned and 3,924 franchized), compared with 9,617 salons previously, which represented a nel increase of 545
salons. The ccnpany cons'rucied 452 salons and Iranchisees buil an additional 268 and. in addilion. 411 salons were
acepiired. This included 206 franchise buybacks and 380 salons were closed or relocated. It had 1,096 Rezis Salons, 590
Mastercuts and 517 Trade Secrel salons. Mosl of ils salons (around 4,435 sakons) were lacated in slrip reail cenlars,
a'thaugh it kad 1,465 compaty owned and franchised sakers loczled in Wal-Man slores. Tolal value of ils assels was
$1,27° million. Intematiorally it nex 423 company-owiad and 1,594 franchisec stores. Regis Selons 103 revenue of
$482 million, Masterculs hed revenue of $170.3 mition, Trade Secret had revenuz of $210 million, SmanSiyvle had
rgvewe ol $227.5million Sing Centers had revenue of S48 millipa 3nd i1s mternatonal stores had revenuve of $171.5
muilion.

In June, the company acquired the Blaine Beauly Carear Schools, 2 beauty schiool aperator wilh six schaals, Incated in
Wassachusells and which acced 313 millon 1o annval revenue. Regis employed 156 a~iclz dvedors and nvesied
around $16 millicn each year in Iraiming ds 53,000 siyfists wordwide,

Fiscal 2005

For fiscal 2005, total consclidaled revenue increased 14.1% lo $2,194.3 million, althaugh same slore sales increasad only
0.9%, compared 1o 2. % m fiscal 2004 and 1.2% n fiscal 2003. North Amencan salons revenue was $1,874.0 mikan, up
from $1,706.0 million over the previous year Inlernational revenue todaled 3227 0 millicn, up from $203.0 million, beauty
schogls revenue was $33.9 milkan and the har resloralion cenlers revenue was 3504 milon. Services reverue
comprised G6.3% of Ihe wla’, valk. product revenue 3l 29.6% and Iranchise royalies and fees al 3.6%. Cosl of services
iepreseled 57.0% of servce evenue, and cosl of preducl compesed 51.8% of Ihs revenue, Sile cperating revenue
comprised 8.3% ol lotal, wnle general and adminisiralive cosls were 11.9%, rent at 14.2% and depreciglion and
amatization at 4.2%. Ooerating moore representad 8. 3% of lolal revenua, but decreased from 5.3% ovar I"e previous
twio yaars. This was largely duz to lower product revenue, due lo lower relail marging and increased compedtior. The net
income represented 2 3% of tofal sevenue. cown ffom 5.4% in 2004 and 5 1% in 2003, The company estimalad 1he tolal
value of the hair care industry st $53.5 bilion domastically and 5153.0 billion globaly. Tre company’s Morth American
coeralicns included 6 551 carporate sakans and 2,310 franchised ones, white iniemal anally il had 426 corporale salons
and * 592 franchised pnes, manly located in the UK, Frarce, Raly and Spain. It had 55,000 corporale emgloyees globaly
{an average of around B pér saion).

In May, the company purchased 130 salang of TGF Precision Hairculters for an undisclosed sum,

Ower (he past 12 years Lhe company made 139 acquisitions, that added 7,165 locations, a net 700 new salons added in
2005 =y conslruchion and acyuisilon. Far company-owned salons, ils services comprised 72.0% of lotal revenue from
haircutiing and styling, 18.0% from hair coloring, 5.0% from hair waxing, 2.0% from waxing and 3.0% from clher services.
In general, the progation of lotal reverwe from hair colonng senvice revenues had increased over [he past lhree years,
cut decreased from hairculling and styling senvices.

Fiscal 2006
For fizcal 2006, revenus mz zasad 10.3% to 52,230 9 milion, with §1,634 0 million from services (up 11.4%), §7189
million in product sales jup 10.9%) and $77.9 milion in royaties 2nd lees (-2 0%). Operaling expenses mereasad 8.3% o

52,2264 million (or lo 91 6% of raven Ja), Costs of servicas was 33255 million, cost of pooduct at $371.0 million, ste
operating expenses at 5192 8 milkan, peneral and administrabive cosls a1 $294.7 mifhon, rent 21 3350.9 millian and
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depreciation al $115.9 million. O2eating income was $234.5 millon (or B.4% of revenue) and nel ncome increased Io
$109 & mullion (4.5% of reverwe). Tolal value of assels was 3,982 1 millon,

At Ihe end of June 2006, it had a intzl of 11,477 salons, {up 4.4%), of whizq 7,553 were company-owned, 3,774 were
franchised, 54 beauty career scheols, 48 comzany gwned hair resioralion centers and 42 franchised hair resioration
cenlers InMNorih Amenicz it had 1,079 Regis Salons, 642 Maslercuts. 634 Trads Secret, 1,903 Smanistyle/Cost Cutlers in
Wal Marls and 5035 Strip Center Salons. |t had 2,040 inernalional salons {of which 1,587 were franchised)

Tolal revenue from Norih Amavica salons increased 8.7% lo $2.036.6 million (with 5481.8 from Regis, $17¢ 7 million from
MaslerCuls. $262 9 m llian from Trade Secrel, $413.5 milion from SmanSvle and $703.3 millian friam Strip Centers).

The same siore increase 1 revenue was 0.4%, down from 0.9% in 2005,

The compzry's resLits were aflecied by e impact of (92 hurricanes Katrina, Riz 3rd Wiima and lower prosuct salse,
whith cast she campany 2,700 los! salon days and $2.5 millon in revenue. 15 company-orwned slores were stll ciosed at
{he end of Dacember 2005.

Alsg i December, Regis was affecled by lower relal croduct margins due to Righer promolional activilies. Overall, it
incicatad (hat 1l had operated in a challenging market over the previcus 18 moenths in terms of growth in eamings. Al the
end of December 2005, it had 11,211 worldwide localions.

In 200% the company acquied lass than a 20.0% inlerest in Cool Culs 4 Kids s3lang, bul wrote off ils corlrbubion in 2006
due to résulls being less than arficipaled 1 still sel2 is option lo purchase the remanng stock in 2008 Also during 2006.
it cosed 64 undemerforming Regis a1d MaslerCuls salons, largely based in malls.

Fiscal 2007

For the first hall fiscal 2007, tolal ravenue increased B.9% 10 51,296.2 milion. 35 £ervice revenue ncreased 10.7% lo
$874.9 mallion, product revenue increased 5.5% 70 §3681.7 millon and royalties and lees increased 2 4% 1o §38.7 mitlion.
Operaling expanses increased 9.6% lo §1,205.0 million, er 93 0% of revenue. Net ncome was s1abc 21 350.0 milhon. 3
margn of 3.9% of revenue). Total store locations increases 21% o 11,713, as infematcrzl stores increased 1.4% lo
2,077, Same sloce reverue growth was 0.2%, compared to 1.0% previously. Norh America ravenus increased 7.4% 1o
$1,078.8 millian, operating axper 523 were §342 1 wifion (87.3% of revenue) and the ope-aing ncome before fax was
$137.7 mutlion {a margin ol 12.8%]. The company indicated inat there were $igns of recovery of ils business in Ihe second
quarter, :

Ulta Salon, Cosmetics & Fragrance, Inc.
Markel Share; 0.84%

This comrpany is privately owned by Doublemousse Invesiriants and Global Relal Pariners ameng others, and operales
in bolh the hair care and beauly services components. || has around 130 slores across 16 Slates, wilh most beng in
Texas and Mnos. It alsa relails ~air, fragrances and beauty products. In 2002, & had revenues of around $308 million,
wihica was up almost 20% over 2001, and employed 3 200 people, {up by T3%). For 2003, estimated revenue was $362
mikiion, $375 milben lor 2005 and $285 millign in 2008,

OTHER PLAYERS
Cheveax LLC
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In August 2003, Chevear LLC purchased the 1300 Fantzstic Sams salons for $17 millon. Fznlastic Sams operalzs in the
US, Canada anc Asia The majority of these salons zre individually owned and coerated.
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Industry Performance

CLRRENT PERFORMANCE
Industry Centribution to GOP

= |B!SWorld esfimales Ihal, in corstant 2003 prices. the Hair, Nail and Skin Care Services Indusiry will generaie
$42,107 midion in tevenua i1 2007, which represents real revanue growth of 2 3%.

o This indusiry will also contrinuie an eslimated 523.293 millan o the LS econamy in 2007, which represents 0.17% of
Iolal GOP

s The industry revenue is esimated lo compase: T3 per cenl from hai care serwcas operatons. 24 per canl from nail
and beawy servicas and 2 per cent lrom barber shaps

Sensitivities

e The har cane inoustry 15 sensilive (o et arges in real household dispes zhle incomas, which s aftected by changes in
employment and liom Lax and inlerest rale changes, and mote recently gas Srces. It is evident (hal as the growth in
housensle dsposaile incomes Tucluales, Ihare s a shift in Ihe frequancy of use of haw care and heauty services,
particularly ef higher priced’salue added services (above the basic cul senvice). Mare recently high and incrassing
gas prices has also afecled ~ousencld disposable income 2nd consumer expenditure on has and beauty care.

Revenus

Over Ine fve years lo 2007, real mdustry revenue is expecied by [BISWord o increase sl an overage annual ralz of
3.9%. due lo:

« continung pogulation growth;

» increasrg agng of the population ard demand for skin cate and olher pammpering services. and

«  the general provision of higher valuefigher priced services and praducts o meet cusiomer demand.

Howevar lorecast low economic growlh in 2007 is expeclad 1o slow industry growth in thal yaar.

Employment

Over ihe same five year periad, industry employment is expeclad by 1BISWorld Lo have grown at an average anrual rate
ol 2.3% te 1,08 millian and relating e the tendency 1o use casual ang par-ime elafi 10 srovide services al peak cusiomes
fimes. Also, soma alfecling this was same uctuatan :n demznd for services, particularly waher priced ones. 85 consume:
serliment falls, or when household discosablz income grawth comes under pressuie from inleras: rate and gas prce
r5e5, Such as in 2005 and 2208,

Value Added - Profitability

Real value added, over == ‘ve years 1o 2007, was sxpecled by IBISWorkd 1o have grown al an average annual rate of
4.1%, due largely to:

+  sOmeincrease in ndusiry ermployment, aven wih (he greater yse of casual slalf; and
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+  30Me rcrease in profil margrs, although it wil canvinue 1o remain retatively low. due 1o continuing high level of
Zustry compelilion, 28 economic growth slows in 2007,

Industry Trends

In g=aerel, the hair care inzusiny suffers fron: significant financial problems. caysed by a lack of working capilal, geveral
lack of management and markeling siills, competiton beirg based mainly an price. cost pressures due 1o over-staffing of
salens (i.g. Pining of hull-lime sta™ 13 levels whick ensure full senice a2 pazk lmes), lw productvily and lack of
profitzbility. Some of ihe abova roblems ara being overcome by Ihe esiabiishment of flanchised operalers, akhough
these still only Gccount for a smeall part of Iolal industry operatars and revenue.

Day spas (ofleding massagas and alher szrvices for the itd and body) to assist in relieving stress and bislt up tle
pressuies were a growh secment i the baauly area. Industry surveys indicates thal in 2002 around 38 % of nad angd
bacuty salons offered day soa treziments, dlasg with c'her beauty Ireatmenis, and (his was sl mated ic have continped
to grow further, .

Surveys have indicaled thal Ihe number of men using satons 15 increasing and for a grealer aray of services such as hair,
skin, nzil treatmenls a+d also purchasing retall producis foc home use. Referrals from aear-by madical praclitioners
prowdes some addbional bus.ness and salons shauld, particularly, develop links wilh local plast.c surgeons.

Recent Performance By Year
0

For 2001, the significantly slowe: ecanoriz growh (and, therelore, in employment and household mncormes) was
eslimaled by IBISWorld ¢ have led to refatively slow real indusiry revenue of about 4. 2% ard value added growih. from
raduced profils and empoymen:. Bolh Ihe fraquency of people attending hair care and beawy salons and sales of refail
products through szlons fell. Coupled with the intensified aice-based competiion was operalor consohkdanon, in ths year,
Ihe industry experienced (s lirsl year of slow tevenue giowth since 1996, Tre even's of Seplember 11, 2201 alsa led 1o
reduced consurrer conficence ant 1o a7 assocaled iznlening in general consumer expendiures, especielly an thé higher
priced services and producls, lowards year-end. NAILS Magazine eslimate that for 2001, the ravenue of the nails salon
services segmen, in nominal lerms, was the same as in 1939,

2002

In 2002, while economic growdh increased shghtiy, it was accompaniad by reduced business and consumer confidence
and increase general unemploymeni. The fluct ations in siock market va'uss had @ negative impact on hausehc!d
wegllh and the failure of a nurzer of igh proflile companaizs also dzpressed ganeral conlidance lavels. As such, 10 was
eshmaied oy IBISWorld thal the rdustry expenienced lower growlh in real revence of 2.0% and in profils and employment
(and *hereiore value added) and a5 compilidon increased. Both “he Irequency of peaple allending hair care and beauly
sslons, requesticg higher priced valse aaded Services and tne revenwe sblained rom ihe sales of relail crodusts also
slowed Some lurther operaty: consalidation occurred. MAILS Magazing esimaled that i 2002, the nail lachnicizns’ real
revenue growdh lell and that working hours el a5 the aumber of salons increased 4.1% and technicians 1.2%.

2003
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For 2003, for the firsl ha'f, contirued low ezongmic growth led to Ihe industry expenencing similar rading cordilons as
2002, However, e increasec heusehald deacsadle income from past income tax reduztions and improved consumer
senliment in Ihe second hall was est maled by [BISWo ki to have resulled in significantly increased real indusiry revenue
growth, particulary in the sacond hzlf year, 10 3.5%. This ler W improved indusiry emzloymert znd profits, and therelose
value added growth, as (ha demand l hair care and bezuty services inc-eased, While comgpelition levels remained
fierce, operators were ance again able 1o sell 1nzir higher margn, value-added sanvzes and products, in real larms, the
nalls segment olal revenue, once again decreased marginally.

2004

In 2004, both slronger economc grawth and in household cispos abie ncome was estimezled by 1BISWord lo have 124 o
the industry experencng much stroager traz ng condtions Resl revenve growtn was, thaefone, estimaled by IB:SWorle
10 havz re-bounded to 7.7%, to the level las| experiencad in the lale-183Cs and in 2000, More faveratle econamic growth
alse signiicantly increased value addzd growth, as industry employment ans proftahilty inceased. Compention remainad
strong, bl there was some roeased demand lor hgher margn, value adced haw, beawsy and nails products and
services. Bazed on Mails Magazine survey informalion, this industny sezment’s 'evenues grew sliongly. in 1221 terms, and
Dpassibly fo: the first lime since e late-1980¢, However, towards the erd of the v2ar, scme indusiry Comoonen's may
nave commenced lo have il soma adverse effacls on demand from the increases interest rates and ol high gas pnces.
Bolh o these hac a direct effect on nowseneld cisposabie ncomes, which, in turn, azversely aftacted demand for inzusiry
sérvices and product sales.

2005

In 2005, both skewer econcmic growth and in househeld dispasable income, was estimaled by IBISWorkd 1o have 'ed 10
e mausiry experiencing shower Irading condiions and real revenue fo 3.2%, and value added growth. The ncustry
commenced 10 feel the lzgged 2Hecls from the general interest rale increases throughout 2005. This raduced growdth in
household dispasable income, and, therclose. consumer expendilures. which included on hair and nail sanices.
According 1o Nals Magazine survey rasulis, the beauty segmenl axpesienced a real reduction in overall indusiry revenus,
as well as employment. Owerall, lower real revenue growth llowed through inco lower grawth in indusiry employment and
profits, and, therefore, valve added, Competition rema ned high.

2006

IBISWorld esfimaled thal in 2008 bolh the conlinued low economic and housshold disposable income growth, resulled in
the induslry experiencing slower trading condilions, with real revenae growth at 2.9%, togelher with low valug added
growth. The induslyy is expected lo feel the lagged effects Irom the genecal interest rate increases whith ocurred 1 mid-
2008, as well as from high czs prices, Thase [actors beth had 2 direct impact on bousehald disposatle income, and,
therefore, consumer sentiment and expendilure, incucing an perscral sendces, sueh as halr and neauly care. Low
reveriue growth also flowed theough into ‘ower industry employment and profil growih, and, therafore, in value added.
Competibon mcreased signifizanily as revanue growth declined.

2007

In 2007, IBISWorld expecs thal the forecas! slow economic growdn and in houset.old cisposable income, wil resull in ihe
indusiry expeniencing siower tzading cond tions and real revenue of aboul 2.3%. The industry is also axpected lo continue
1o leel the lagged effects from lhe general interest raiz incregs2s which ocourred 1o mud-2006, 25 well as from the high
gas prices in the latter partof 2006. These faciors have a direct impac! on household disposable income growth. Overall

40




induslry compelilion will increase and some industy conschication is expected, with passibly fasler growth in the
franchised component and from mergers and acquisil ors

Barriers to Futura Industry Growth

The major barrier 10 future indushry g-owih 1= the conliniing price-based compeliton, i 1= basic senvices area. 1is also
highly sensilive lo changes ‘n economic conditions, especially any factor which affects (he growth in househaold cisposable
incomes However the :nzuslry does polennaity offer opooru-tes for further exganson and developmen of cha r or
franchised operators,

HISTORICAL PERFCRMANCE

The hair care and beauly induslry has experienced s.gnificont crange in ils anerabions over a number of years. A major
charge was the developmeal of a r care salons for both males and females, away from the former barser shops which
szrviced cnly men. Mare recently. ters has been an increaser demand for beauty services, i ling wilh the general aging
of he populalion, and an increasing emphasis and awarenass on appearance. health and ilestyle

The indusiry has shown a degree of sensilivity 16 changes in real household disposable income. In low econcmic growin
perinds, ere is 3 1endency for customers Lo defer hair or beauty services, particulady higher value added ones. znd lo
npt purchase retail merchandse from salgns.

Ourirg the early 19903, it was eskmated thal the ndusiry was affecied by the sconamic recession, which led 1o a
signif zantly slower real growth i1 household disposable incomes, a5 unenploymenl rase. This ‘ed 1o balh decrezsed
demand for higher priced services ars reduced frequency of visits by clients, IL also inlens ihed the level of price-based
compétiticr among operators and lad 1o saion closures and reduced indusiry employment.

From 1384 1o 1988, the return of slronger econgmic growth was eslimated 10 have led lo sigrifizatlly ncreased industry
ravenue and value added growth, as mdustry profiability and employment increased. This resulted from increased real
household discosstle incomes, as employment grew razidly and (rom Lax and, parficularly, inter=s! rates reductions. The
induslry also witnessed increased consumer confidence. While nduslry aperatars and employment levels increased, grofi
marging remained small, due to continved agoressive cempalition,

in 19597, the US Census Bureau found that therz were 3,931 employer estakishments (e, excluces nan-employer
establishmanis) in his indusiry. whizn had 2 combned revenue of $12100 million collars {an averzge o revenue of

§144 007 per establishment), thal =mployed a tota! of 410,995 persons (an everage of 5 employees par establ'shmenh
and oaic Iotal wages of $5200 milion. Average salanes paid in lis indusiry was still low. To this fgure. had io be added 2
furthes 462,414 non-employer esiablishments (self-smployed operalors) which hag iolal ravenues of 38100 milion.

Over tnis period, there was a significant expansion in ranchised operalors, bul the majonty remained single shop owner-
operalns.

0 1998 and 2000, the strong eccncmic growth was esiimated io have lod to sironger irdustry revenue and valuz adiad
grow h, a3 real househod dispesahe incomes .ncreased. This led (o nereased [mquency of aliendancs al sakons and
increased demznd for hgh orcectialie added services isuch as hair coloding ard be2uty reatments). In terms of he
nalibeauty services, lhis segmenl was also estmaled to have experienced high growlh relales to changed perceplians by
consumers thzl beauly treaimants were no longer a luxury, bul increasingly were akir to bair care and other personal
services. The ermphas's in ihe general communily on mcreasad heallh and finess ard dists 3,50 assisled Between 1937
angd 1999, HALS Magzzine esumated (hat lotal induslry segmeant revenue increased Trom 36,280 milion to 56,440 milian
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The markel for beauly sennces also expanded and included both males and femates of any age qroup and incame
Salons wers established o cater for males only, &5 wall as for various aga groups.

Revenue
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Revenue
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Hair, Nail and Skin Care Services Indusiry - Future Growth to 2012,
Revenue

Over lhe fve yaars o 2012 real indusiry revenue i expecied by IBISWord 1o increase al an avarags anrual rate of
2.5%. wilh 1S relaling to: .

+ conlinuing papulation growth and in s ag o,

« bt also, in paricular, from the ferecas! sower eoonomic growlh and, iherefore, in household disposatle ncome,
‘which wil affect th= demand for | igher valualpriced products and services.

o Induslry competiton is expacied 10 alse increase due to slower growth

Employment
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Over ine five years to 2012, indusiry emplayment is expected by IBISWorld lo increase at an average annual rata of 2 2%
10 1.17 million wilh this mainly relating to the increasing use of casual and par-time sta 1o cover peak cuslomer service
penods, especially in (he expected slow indusiry growth envirenment,

Value Added - Profitability

Ower Iha five years io 2012, real indusiry valu= added is expecled by IBISWond to increase at an average anaual rale ol
3.0%, which is caly shghtly Moher than expected for GDP growth aver Ihe same period of 2.8%. with this deing relaled
mainiy Lo indusiry employmant grewth, with enly an expecied marginal impravement in indusiry profilability, and the
zarlinumng 2w profit margin, due lo on-going high levels al compatition.

Trends

Ower this pesiad, Ilis exoested that there wil continue lo be luriher restructuring of the hair care induslry lowards the
establ shment of urvsex hair cace and beauly salons, wilh the tradifional barber shaps contituing 1o deckine

Operatods in the hair care componert are expecied 1o continye lo face signiicant price compelilion Tnis is not 5o much
consumer ied, since having Ihe leelirg of being pampered, he!ping a person lo leel good abaut Ihemsedves and cverall
salisfzction wilh the end resull are repealadly highiighted in cansemer research as being the key benefits sought by thei
clignl. Price-hased compeiifion is usually salon-owrer-led and is an mndicalor of the general lack of managerial and
marketing skills of operalors. The dzsic need, therefore. s for an impravement in owerall maragenal skils, especially in
the marketing and financial areas snd including pscing. cash flow managemenl and cost cantrol

2008

In 2008 1BISWerld expecis that the lorecast slow economic growth and in housaheld disposatle income, will resull in the
industry experenting continung skow iradirg condilians, with real rewvenue growth of about 3.0%. The industry wil
continue lo feel the lagged effzcts from the general inferes: rate incre ases which occurmed o mid- 2006, as wel! as lrom
Ihe high gas prcas inthe latier part of 2006 These fazdors have a direct /mpact on household disposabla income, and,
(rerelore. consumer sentiment and =xpendiure. including on hair, 721l and skin care senvces. Demand parficularty lor
high value sersces and products is exseclsd o slow. Overall, the level of indusiry competiion will also increase arg
some industry consolidation will aczr, with possibly faster growth in the lranchised component 2nd from mergers and
acquisitions.

2003-2012

The forecast continuing low economic growdh through to 2012 1s expecied lo lead 1o similar conditons as in 2008 right
through this period. The industry wil cortirue to segmenl into large franchised azeralors and nicha ones thal offer soecia’
services and have a very good uncerslanding of thair clients’ needs, with high and consistent levals of cusiomer senace
and pulcomes. It wil also become nereasing important o offer a range of producls that are suiled fo dierls. akhough
guerslocking needs Lo be avouled . Franchised operalors will conlinue to gxpand somestically ard niermationaly as
coimzettion increases.

Opportuaities for the induslry are seen as possibly occurring in selfing an increasing range of value-added hair and zeauly
senvices 1o men and Lo the bzby boomer generation. Day spas have increased in some areas ang among cenain
components of the populatan, especially those with above average incomes, ard 's expecied to conbinue, However, these
senvices have 10 be professionally targeted, delivered and packaged 1o the tight households o succeed. Franchising of
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the indusly is a'so expectad I confinug. Finally, in 2000 about 3% of fotal szles ol hair care products was thiough
salons and since this 15 a high marain 3-ea, this ar=a should conlinue o be expanded, where possible.

Owerall, tre cullack fir theg industry is for contin.ing slow arowth, and wilh continuing ke peofit mzrgins, bul with
increasing professionalism, franchisng and expansion of services inlo new mass (Le. males and asby boomer generation)
ard nizve markets (g.0. day spas) aroas, 35 well as, from the wicer market awarenese avd accaplance of beauty
freaimenis and seraces.
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M Press Release - June 28, 2007 Pape 2af 2

The higher the income, the greater the Ikelifood women will shap for beauty products via the Internel Fifteen percent of women In the
$75,000 and abowe category shop the Web for beauty products, versus 10 percent of women with household incomes of §35,600-44,000
and seven percent of women with household incomes of <$35,000,

Top S Websltes Women Report Buying From

“Ag 3 channel, the growing impartance of the 1nternet for beauty is undenidble. However, bke every other channed, it also has inherent
challenges that must be better wderstood to fully leverage ws power as it relstes o beauty shopping,” said Grant, “For example,
wiimen love the Internet for its convenience, but they also love the In store experience. In fact, nine out of 10 females ages 15-64 tell
us that the number one reason they will shop in-store Is the experience of touching and feeling the preducts — something the [ntemet
does not provide.  So, i's important to get a deeper understahding of what drives consumer chokce on the Intermet. Where and how
beaity s purchasad 18 no sn elther-or scenand, [ is the mariage of the In-store expeience wilth the Internet that will secure the
success for brands, manulacturers and retailers In the future,” said Grant.

Emerging Channels: Beauty Care Products Over the Internel
Survey over 15,000 women ages 18-84 with an ending sampke of 4,135 women who reported shopgeng lor beauty products duding the
past 12 manths.

The NPD Growp |5 the keading provider of rellable and comprehensive consumer end retirl information for a wide range of
Industries, Today, mofe than 1,600 manifacturers, mmwmmmwmmmwwmmm|
the global, natienal, and local market fevels, NP helps our clients to identify new business opportunities
and quide product development, marketing, sakes, merchandising, and other functions, Information is available for the following
industry sectors: automotive, beauly, commerdal technology, comsumer technology, entertainment, fashion, foad and beverage,
foodservice, home, office supples, software, sports, toys, and wireless. For more mformabion, visit ey npd com.
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INTENSIVE
CUNCLE CARE
Problemn cuticdes?
Grape seed ol &
lavender instanthy i ¢ .

mosiunze and £ | A & PERFECT NAILS

NEW!
CHAMODMD

BASE + TOP COAT
Lock in your

nail color, help stop
chipping and shine,
shine, shinel

NEWI

TRIPLE
INDULGENCE
Mourshing

. formula softens
hands, smoathes
cuticles and
stengthers naiks.

ADVANCED NAIL
HARDIMER
it oy NEW!
;dmh;m':-rmmq DIAMOND
s in 7 ¢ PERFECT
AT NEW! Stine
PWHIIE TIP PEN! Mool
WHITE TIP PEN!
Salon Perfect reatment ﬁ‘:;]nd
Frensh ManicLre inresistible,

in 5 Minutes! lzsting shine.
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Misacte
C

ARBRUSH SUN
Invisible self-tanning
mist develops &
sunny glow that [asts
up 1o 7 days,

+ BRITTLE WAILS
NEWI Grow longer,
MIRACLE CURE healthy rails
Stops nails fram ocling,.. 5 days.
guaanteed. G,
5040 sironger nails ; ]
i 3 days!

STRENCTHEN DRY

LACROSS '{k
CUTICLE SCIS50RS g
Precision blades
quckly ard neally
trim outicles.
NEWI
LIP INFLATION
. Instantly plumps lips 1o
':Lj: EE::;::;?:: magimum fullness & shine.
on paniyhose! :
Long-lastng, Tans-
ferresiciant. . shin

feels siky smooth.

LA CROSS

SWIVEL MAL CLIP
“Swivel” Head 1clates for ; :
easy dipping at any angle! . L ‘!

Kl :
(IPINFLATION '

T b e

FIRM & LIFT HANDS
Maossturze, pralect, soothe
and firm very dry hands.
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editor’s note

Due 15 staghant domestic salles, wetlen
bpanyly Brardt rust move abmead 1o bodsisr
st aness. o well an Dok cross- hosder
fes progun-developmant sdeas.

Oirie arvcle in thes fsswe ol the WD
VHBMatond: Beauty Reoo 16ases oo the
el tion of China's beawry salon maks:
Adzrpade ramped i pressuee 12 locel
auihod el doursls Companiet loed the
heat lrom mulinabional beauty seand, —
arnasy themn, Rippon Menard aai Priy—
wdich are ragdly seing up 1ne owre shes
counlrpaace. The walon market ther 15
alrpay hasge 5 2004, Ttx wales keapt 37 5%
16 230 bl yuan (€22 8 bione[ 15 7 bt
lonel2 2.2 pillion) ower 2003, accondsrs 1o
Chima’s Brawly and Cosmelns Chambes

i ihve ran-up 10 the Cosmoprmd trade
s in Bodogna, -taly, inoearky Aga |, WD
erha o ol Beauty Repont guened the
Counlrys smeCLtives about thee busesesy
Whae they look to make charges ot hame,

Hzhar beauty markelers sy (hey olin 1o
erpand abdsad—pariculark n Al and
Eastern butops an marken_ weckos ng
Russig, lapan ard Korez, “You Lan't
eajmd o ha Nalian manket anyimane,
150 Gaanicea Saneth, vwee preudont of
shemeges and busineds pevelopment of the
Drezzran Gioup,

Bleaimdile, Jeauty comoan s such a5
Loty e, Froctgr B Gambie and Undewsrs
bz chaaned groduct dnpiration o the
LETamng Wodld Cuf $6005 Char Siofenp
s Gormany Esecutives 2 plaving up the
coinpelamn and haopdng 12 Ca o on e
i e suad of Iekopne, produty
“waah 230 me on jpediateds il a wegus
oceason, ™ said tariel Pauk markenng
o meiow af Coly Beaury, refernrg 1o ine
euinl s rdid cowerage Bringung rmatched 1o
poseble covomess aneund the plane:

Inoeed, gonalzaton & Weng placn a1
an evtr-Quicker Chp thee dayt

Jennifer Weil
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Du parfum a la beaute,
le verre est notre univers
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SHOPPERS PLAY THE FIELD

T 1 P NPT Rl ] WP R

SAMILE SEARCHNG FOR THAT NEW MITHE MTEM OR A GOOD
i, dmetngan beauty thopoo s have irampled te coroept oF loyvaine

A1 ket thath atuoading 1o wudes by e NED Group, cne of wha b
wiak recenthy come saioned By Wheen's Waear Daky IAAWDY e el
Putsbeamoe of WARD e oaal 2eaury Reped, Foril, 2067 wamen
v ankodd abour thew Beauty bay ng haims,

I gt show that women, partioulawly the young, shap for
beauty wnve heng days, Lot thigy ane 0o longer sramicd 108 Qepai-
e §iene of any ol e of retade .

Incres andly; consumens are playng - T

the feend by datibling n covmeisy .
sproalty Cwim, soth as Soplea

of Viciona's Secret, and elece

hanig media, ke the inteine

o OWE on TV,

*Peaplke 4t gk Tor '
rorelbag thats o "

i whendy et wdinloy
Al @) prewcoen of WL
Swraeic Rl She added o 1hey
Dt ety ooll pay 10 iz,
“ldon | e ks Bigvs 83 gl
Pt avymang,

“Corwwre s ane ko lor
chaaze ard pducaton,” s ne
dustry vEberan are T, siding
orce conurrats o that leved ol
wuan g gommlon, they'll keep
returmng. Tedy shopoen ook I
a fifies e erarorrrend oflewng a
legrwrnate chance ol fodag souson,
aoded bvker who o thel market ng
olfeor 2! Klmoor Advonced Sasthetics,

e erlier NPD sbucty ikt dimas
resnonses o 6863 women i May 2005,
shosvnd been ou theee Smarwan women who
sl for Beduty an deaarimenl Sloees sl shap in
wpecadiy siores, OF (e aire depancrert oo cullomers,

A% aka thop in co s and spom. At 30% shop onlnr,

But i ot weork the ather way OF the apeaalry sone dhienies,
Izt than 309 shon m depant ment sisaps. Ahg, snather 3% thop n
K ahd tal2ac ars 0% an 1he iierael, whice £ 3 magret i the
irarn packlic Duys.

ot eaeher spady wng"ed ot 12 Imereen as ihe channed deasing
e Fepligst propovicen ol wonren-—o 385 =vand Rave st mwde
on beauly prockecty i e past year The Ivemet aba drew the high-
sl e, 20%, wha nrend fo soend mote 18 the lunire,

Thus herne was eeivdanged by the secen MAD siuey Tor WARD,
"Dt morkined poeiue off dalieBinacy S o PeaRs

B pIs,

W v v, BY PETE BORM,
WATH COMNTRIBUTIONS FROM MOLLY PRIOR

bt o 1L corumars ang w0 et ey 38 by o beauly
peaducty,” g Epon Qeant, dinecion and e 2o oadh ey ahiabel fae
ety a1 WFD Relerre 1o thar oy, Gram: mosed vt ared 18
13 guer 5% puediane Bedury (eduon 31 e onee 2 e ars Ihey aig
buyang maee Fremuenily inan i pears ago—adiods ol sategones
“Hosew inen prelerences Pave Shoegee " contrued Gran
“WAnt GERaler comven e e, Lo e eedunis eacd snaroumenn,
1hail bet trem expuireen: and ‘play’ 1he veened ind wecaliy siares
are thee daznestgroming Chanmih ‘o1 Dby, Mol e 10 ary o chane
nied, & mapcaity of depanmesal fiee dhopoen e #
L trnteshapiping o specally 1e0nes, and i the
ot b3 wegantlg, e than hal’ of Al 18-
D deyrar-cbids acreds 10 U S, snopoed
i spenally itoves b beauty ©
1 I e af momendy ., !I‘ A
©osdiy hging ang ineereat Flow a
* vmall parvan al shapp=ey i the
o« WARNID Survey Bar TR et et
D@ atiaacung usicaners in
" makiup, ice snitanee, onky ane w10
woarmen ki spedially s & Taually
shopaed, ” but mase han §3% ol these
" wenmen say they ae by o hime
relpdesi fcie oleen 1hal 15y were live pear
agn The Inlernel (el 2 wmrlan wory
Y Afje Hynaneci 48 fovEakag
o Rinalyili bl g anEd Chmioimery
", ook o wieas and diecion
| ACLOreg 10 1h: Sy thede
| consumens e coaiaaly o the
1 bt ot fgr ackeg e, in-secue oe
¢ theowgh anm ad.

)
S Tha garder NPT sty rdcaicd

4 thal AT T v mer S0r0 Th-labst
7 g iy miad 4 =14l

T

\‘\,_ﬂ_ L7 o Ehe stenous yeas A tonl of 55%
- ol all THoi0- J e ai-0bs, ratie T LAMe S2ao-

ment. Wihen praming Hee Avo 2unwg constiuend s of speric
reail Chams, it wat revaaled thal 63% o Sephars’ lemate thappert
wepre 1B 70 54, wath 279 beheeeen W and 24, &1 Vi Seoie,
5% ol the oy femak Doauly Phappes Jos Dobween TH ang 4
watlt 37% baing 18-00-24 For degantenes | skares, bess inan hali—ear
Al %p—ate 182- 34,

Lpbmann, pags 2 g T Sl i DRTOREs) it QOGRS 57 Bl
wy breer etk “yoperived” ol s b Wil basn or higaly specilk
ired BouLaues tp (ke Appie iznes “Department stoves (9] thee g
the cracks, wr decled ey da b acd e specsliang, Lo wee
sl cam bBe ovprmecsnng, Va us, ease-al-hepp g sarenende, emoe
o arel an edibed e ane Ve Bacian dreong Teduint e
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W iRk CARE

BEALUTY BRANDS" LATEST ELIXIRS ARE MEANT TO KEEF HAIR
from shawing ugns o' age by ranagating salps snd polecing
From polluton

Hirr, ke dhin, changes o5 peonls get on in years

“With tme, the preducticn of sebum domirshes a9 the scalp
bevames dry,” taa Roland de la Metsie, soenulic drecas al L Dital
Prodesseonal Procksis divsion, n a release  “Har can thos looe s
solmess, suppleness and vhine M m-crculation and cellular
exchanges sk dovwm, the 1000 cses wWiality and producss W et 4
thinigr ang b toned, ™

From a markeing stardpaset, Lirgeting 1ne 2ging baby-boamer
populition & slurdg, Wnde & IERCRETIS 3 Qrowing demodeaphic.
Wordhwos, thee e E29 rmdlsn people wode than 60 yeds ol
thieetimes mode Than SO years 355, accortng 15 Urited Mations
regearcn. W France alone, 30% of e popaiaton & oloe thar S0

These balby boomens have dess pockets, with money lo spend on
ksepng (hat youthiul gow.

Beauty ewecoves e anv-age baw cane 25 3 natural progression.

=it g refated 10 e grovend dend of sal-sging skin care " sad
Edina Daobics, product manage- of Sioccholr -based Cnflame
Cosmpics, which oabuled  three-una ante-ag ng boe for older ha
in maes than 50 courines in Ooiober 2005, “The target gron.p ol
matute and ebdery warnen IS Qriwnd, and thoy ae ook ‘o prod.
wels adanted 1o thewe specilic needs

And those nesds have shifted

“heower, at G0 yoars o, you can 2l be @ beauhful woman—nat
Agcessanly (Uil 2 grandmathe:, * sa0d Murel Guillo, markeing diec-
tor of Phyto, ered by (e Para- 2eaed Al Groupse.

L' Ooeal's Bbrast ase brara cama up wath a produot lor the scalp
and anclier 107 the har 1hat are combunen with & Mg n @laa.
Calted Age-Reisl. (he hope-slen program said 1o strengihen often
winfe, agimg hair, wat wiicducen o Franes a1 the end of Fobrusny

A DD verian Tov al-nonne ik Benid in landem, 1 coemes o

o WTN BV ALY L BN EE S TR R Rl

HAIR TODAY,

YOUNG TOMORROW

L A ] B, PR i

BY ELLEN GROVES

a set ompniuag 10, Eml boltks of Ups Rethage Mmasage eal
Tent, said 12 reirlonce (he aip's hydio-'geox him, vwgh becomes
wetaker and mone sensitve wath age, and o peatect d Drom exterral
faclor. Thers i abse & 200-mi jar of Age Recharge strengihering
hair mask, contasiing a compler dewgned o rinlsice 4 har shaliy
o' The duo felaili for €65 ([25578)

Gnflarre’s Inmee-unit AN Ageang ColeTION COF LE.NE & HrEngEhen.
g comoles thay aso provides 3 (i 1o pratect ks turface and
anti-Codinti 10 Brotect hde hom damage Trom poilunan, weathie
and cuer-slylimg.

The bne nchuses a 250-mi, shampoo and & 250-ml (ongihares
modh Lo €4 50, and a 125 migk. for €7

Wiz Dobos deckned 1o discuss specdic Dgures, s sad Ine ant-
aging le hes oulperizrmed e brand s exsting hair care solacions

W% s st older ConsUMmE DeWg TageIed by a0 3300 har
cong ey A5 wath skin came, ome eands (Uam 1w Brodhcll have a
prevenlatioe furction, (el people siarting frmm the age of 30 whaald
by naking sieps 1o fordy thei ha

"W Enon thal wdlh agee, B thie skie, e Begores fiear ang
boses iis 1nchness,” s34 Phots's Golla, “Sarber arc narber, winman try
and flors o pging. At o you Ca0 Ue Reir produds Tov preven-
oo, Bke 3 cosrmelcs Cieam, whe s you're ir yous thines ane lomes, ™

Fihiyto's Dwad-aal Prioderaium s an anve-agirg e nclathng a
shampoo saa Lo restare maerals ta haes iler and provede & protet-
g by on e hair's surlage There . 3150 @ s an—1z b applod
ity 1o the icala—gontasurg Gatabine Age Defere. & vageishis
aclwe wgredient thal fights lee radwaks, alackearrani weed ol and
ey arcy, wouch ae e o isgEnerate the walp

The duo compnees 3 J05ml shampas o a SOl Serers,
winch reiad 'or €11 and €30, etk

A w0l 50,000 urity of Pryiczensum m (P2 thee manths fo-
Woning ity Cxtaber 2005 leunch & irestiment ovk may be bdned o
e D, W Goalls
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ou seek unique
r the appropriate solution.

We

offe

MAKT UF FACTORY
HIGH EMD MANE-U®

MALE UP FACTORY k the new pra-
i ke oMt Bl &
The prenipie “not oedy b proteseg.
rals, but fos everphody wnn wa s
W cridle b profediong makewa®

Bach ta e bams and evertial
in maky-uy eod witokfing W the
Fighwin demards % guality. St
brovght s the diend duiectly fon
‘e Lacresy we the ownted, A o
Pt range w0 faschnae wih o
wymbiow. of The inghvrisation ard
&0 Enktavaginnt wmply

e mmake-up- ooy de

portunities to cong

ARTIECO
THE TRENDSETTLR COMBANY

ARTDECO aiferc th wpociabied pade & §

| range compkemertieg and corpheting the

of oorer &

beands. A wnigue varery o refillabie page
s snd upenish cwer marsel g,
generating addtonal neeenses. With 8
maroat shae of v LA ARTDECD ke
lesding Griofatren Bidnd in Bw Seman
wiartivn market st of sl sbematsemal
promass Baandl v isundnie wedideade
AFTDECD ha arvanced fo one of e lrading
branas in decnnathed COUP AT 0 U SEb
[y

. ¥eha g vhe ey to wooraT

ARTDLCO civs e aied nbibe between
ne-omod MY BRandh 3 e A -
Asl prerewe brarwd You wel gei mone
il or sy with 109 gupliy oL
Ty Teaondl e A by vy of
ey preducn, b reliabbe pniews koo

e, Blenher wpr delgner and
poesden, are Whe weart of the (ollecdion. o

Bglillader wlutions 1aloeed 1o wiemen T
makiacul resd
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[ To expand the colos coumetics marked,
| AHTDECO wchusies athes pedialined rargs
1 i ansaetmend ke e nes noel care sal:
| lecior, sliering & complele nal Caie
ARV L (oweiing 4l contumer newd
High- ity Tden, ppeosl polsiet, condr-
ey PaSLI busk (e @0y britid Aal
and vofi, iy nesh, arefioal neid, spens!
pofiakag aide an tha rul ve s bet
vatlers for a radiard fineh,

Wk i urague cond ept ARTOECO compie-
menli Whe traditnnal poem em brands
wath an cevsaichad van ey of colovs, Inne
it Rl ded et sepdudes ke |
the Iigpich sealer, epe-shades base. poe |
favibnnal wsmedllags maks-p, o0 ey
Ll Tz creaee & make-op aatn g profer
sional ren. Ani B ey e il bepe

| oring gellection with gerad Bughlights

FY A

BRATOECO has st beeams 3 beuding g
FARAE N QROUnG Parkan. baraming |
& PONeT n DMK feart and haad tare
with WELLFEET a=l HAND BALAKCE.

& rew generaton ol ool and kand Line
ol gupuming drpemaiin goar gl o ard
peciom naturel sl 1o emsody & mes
vl CORCERT (e the Berdumery.

This sarra witcesshe! phitowophy of wneg e
Fuihd product. m ot the core of ik
mew whn care collection with incwvatve
bighligher like Cawar Lbeng and §ik
Ecsenmak

wewrwrarldndings

| BEYL - THE LIFESTYLE BRAND
FOR YOURG PEOPLE
Hig, favhionabie and premiue gualing af
inavasan i, Erclusrely far 1he v
wighzed etal, Cowmetial, JedeRo gl sag
Fpiaiedd Cigabed by e swvanigacde
dinlgnen and mateup anhi of Hew
| York, Bia and Munkth e s toue L
L riek, ot e Genmarey, ay Aastiia aned
| he marhertanos, BEVL A platie ey
| Ml Dougle perlumerier. Howeser,
Galerss talayerie o Framoe and ather
Iy porturenes and depant—ent gores
s oy BEYU - ane ol the Later groseng
b S ) CoAFRES Bk P,
ey Byt ol

COSMOPROF Bologna, Hall 18 /BeothC5-D 4
TFWA ASIA PACIFIC Singapore, Booth K 29
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CHINA'S BEAUTY SALON INDUSTRY 15 READYING FOR A FALEUFT.

B women acrong (e coaniny spend mone 1hat sver on beauty
treatmEnle, bocal parkais A0 COMINg UNCET PIBEE poesiane 10 Law

L. the Bar Trere ane tongh kmes ahesd for the mapomy of small apes
( ’ ) ators olfering ‘nile mome than 3 cwsole of beds and one matseuse in
- . a 555411, converted dpartment
e But loreign compames that hnee s1anad mbbling ar the edges ol
s fast-growing markst ate posed 10 make SENOUS VDORESS i
launctung thes own beguty wion:

I moan of China's magr ities, they ame alteacty making ther pres-
erige Lrgean Japanese brandt such a3 Mippon Menatd have seught
£ Lajr the hagh end ol 1he mackst, with g7 saons i China

Mpnards peer Pola just opened 15 second saion in Shanghai in
Seplomber, where 3 two-hour reatmend at 300 yusn [E62/L4 31751
QURslrs the national average by #» Lmes,

Leading the chiage, howe e are walon chalng fom Takaan and
Hong Kong  Taipei-based Hatural S04 ry 2as mbed ool 850 salarg
across Cheng, white Hong Kongs BAL Holdings plans o open 100
potlors cvi the nexy fve years ol nl-veniure panners in oies
suzh ai Guangebou, Shenrmen and X an.

Ad Wiy COF pele [oe Fud-range CEnIse, J0 Bifeie N Aipat-
able income 1 geng the ager chaay an edge. Chinsse women can
mowe atbord 16 svcad the sinaller panicy that have for yeats baeen
dogoed by tales of bolzhed reauments sra dangemus mishags

Cver the past decade, maore (han 100,000 people have been
ijured a1 3 resull of shoddy bes iy TeAImenis, 3ccaading 12 the
Chana Beauly and Hanciess ng Assoniaion

Bdgre than 209,000 dreputes wivahing besuty salpng hawe, more-
over, deen repodled 1o the Chena Cansumer ASSooaton snce 1899

“There are st mary simall anlerprises 1t have gol fwa beds and
call (el biauty pafors,” sud Jernaosthy L, srector of spa
develanment a1 the Snangn-Las Chiosps in Sharghas, shech was

N apdred 0 SEpIemBer ©They 4 uiarg i M el that should
fl ) be handied by a doctor of professional
The coverrrwent recently sepped n 1o lore some bind of quality
canteel A dra’t eohice weat ssued by the Kiniging of Commees Lu

T PR LR T 3 B U SRR

HINA'S SALONS F

EEL THE RUB

o bt ot e fe e BY JANE MOIR

Apnl demnanding the sdintey sel up @ “blackin ™ wntem, under
which salcms 12t faied 10 meet base standands would be feparied
to the . thor bas

The Chinese muiristry o alss dealling detaded standardh for the
sy, which 15 eqpectad 10 a5l 5000 0 3 W-LANED Lylem
Chinals 1 72 milbon beauty pariors well be under prestare to call s
quits unleis they mprowe thew game

The: stakes, are Fogh. Rapid growth i Chira's Besuty Dulines hag
furned the saan mohesty nio a huge moneymaken Sates n 1004
leapt 37 5% 10 220 kulhipn yusn w 2004 over 200, according 1o
Chinas Beauty aro Cosmets Chamber,

A group of econarmsts a Baging Normsl Uneeeruiy in Augusi,
moreseer, predicied the secton eammgs well doulse over the ned
frep years )

Sugh Igures el 3 geneval bocm n oimens divnand.
Aperage geary speading on beauly dems has o orease from abaul 1
yuan o the eardy Fightes 10 25 yuan i mone iecerl piarg

Tradianaly, 50% af cutromers will wiat ther local besury salon
anee & mamh, whilt ons-hrd vall 9o 12 12 three Tmes monihls
Bady and neck massages are the most popular bestments.

“hassages are reove imporiant than faoals [Toe costomers].” said
Arnands Teng, Mdsitant dvecior 31 the Evan Spa n Shanghae “Buen
whan 1 Emes 10 a facal Py wal & mastage theoughout =

Curloimers arg alio Jiry Samdar 23001 (he [a0e prode Ts ueen
W reatments. Hewever band iecoga-ion & shll v 2ompaead 1o
wihat it dwprneal

¥el thats sl to change Forgsgn companies welh a cually
trak recond Izok wet bo g @ defnite edge a5 3y ang serice
tak» 07 groater imporande. B mobenauor al brands, wch o
Srouge Clanas, are e rores to e eyeang the potshaly of ngen-
ng 2 beauly salon = Shanghs

And Teng eapecs Forein COMpEFN 10 1R Ely

“1 hawe been beanng news 0f a ot of 500 COMpanies CoMming "
et thee neat hall year,” she expiained

This i5 echoed by La. who sdded. i ihenk s 2l happening 1y
&l geega ot (hete © |
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ITALY
neeinn . CHANGES

.. E-Y.F-I'-.'—PHAP.J:.E EPIRO TACK

M THE WAKE OF & THREE-YEAR SLUBMP ITALY'S BEAUTY INDUSTAY 15 GEARING UF FOR
soivi map changre—both al hame and aliad

“oe 2005 lihe et year's slatsucs avod able 41 Eoess ma) the Busingis L wile expecied
1= g2t 2 % o €7 4 biliion (05 1 bihon3 8 3 odiban) over 2004, atczadng 1o Unpro, The
Wakar auocatan of courencs wdustng g

“Thz Nalan econcmy b really sufferewy, and tha ¢ ellecing back on the ndusty” sag
Fabio Franching, Unepoo's rew pressdant, ~we are fading nuo mazod problems we necd Lo
orow outsde the ooy, and oveialy we fect 12 Fave e evoluton i e mduacry For
Ishan beauly Companigs 1o moes ahad now, they reed 13 speoalize in samerong that's ol
grear qualty and great seveor ~

Giae uca 3onett, vog prernect of sirate e and business developwent of the Debarah
Groud, agreed. saying, “You cavl depend on the llakan marker ARymane ©

Humerows |3¢ion have conjribuied 1o s prenomenon. Amang them was the miradus e,
ol Ihe ewn, which diove corsamer gzods prices up and helpent doee down cant amer ganh.
dende, which now 6 315 veest wnce 1996, sand Dma Schezen Wolarbes, mans g deecton of
the Estée Lauder Cos Ily. Funher beauty manulaciurers have only w2 emly begun dreriibong

I proosc| offer o meed the needs of an increaungly segrentad trads channel, an waich
rharmacies and herhal stares have gained migche, she aoded

Thie's boen ramped up compenitson “rom g as well,

SR can't comdete wath Chna on pac<ageng, procianon and makeop s v a0, what
Nalian cosmelics protucers need 10 80 fonw 4 ol etlivtly reduce cotn al preduction whle nat
Lzsing the cuably thal we are lamous lov, " sad Robeno Manone, charman of ITFICR

Cnarges are epected 10 ke place aa Ik’ Beauty retal lrory 100,

"Hahan consumers e the edne of Buying ther proapos e paclymrsnes wathin giores, sod
Wi market i startang 1o shil) in that dwecnon]” wd Alfreds Grasse, & parines 21 manage-
man corselaney Ban B o, relemng 23sukidy 10 A RE2UTy (O [OFTHN 28 49 £a-
cenveg o supesmarels

He added thal half of ahan consumens o pealer buging makeun frarm raditneg ger
fumeries, Mowetvtr Vel such perfumenes, o Lurr. are (eekng the heat [1Gm mags-irark el beauy
selless, And the resalung once ws has picked up seead ower 7@ patt thiee years

Mazzelan, amang haly's mast presugious pedemeny crsind, wth fue stores an Milan and 3
Cibmpng shores alpeanes o aly, & eadng o gioup of perfumenes, ncluding Grudns Gainag,
Ros3 Banca 450 Desagé_ wnlént of skatikary prces

“Wve wand 19 work together 1o make 3 sang on brands that should hase smile prices o pes
fuarenes acrots the boand, ® 1ad Antonsila Mandell, general manager of Mazzcian. ~Hio can
¥ou R A Customer somethng il she s SHE Can el i gown thir Skl welh 3 B decowni 7
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Fo oskeer delaers, iherr 1ogus more thar ever 15 On JUSIomEer Sefiz

“Pricas gre realby ampetan, Bt s el invess mizee moroy this year on better ng e gl
by ol v ssrece” sad Suelany Buage, corenerc al e recton of Lmiom

Oaher manulsciurers are changing thew produc a0 10 iowor oo ad brduty goods. Massme
Sed n, commmeicisl ceecion of Weded, 0 Loy eanald corpany that produces perl smery e
destngdd for the woulh radket, soch a5 Seveet Yoo ane Billonaes, sed 1ne comaany’s sales
gt of $0% 10 €6 mulknn 51 year wak gy dreen by ragances (otning keds than €30,

“Cur comumers watch ther money, But ey want 1o come i a perlumery aro by 2
gonti-quality groguct—our lines am really accespbe,” he wad 1 thank the falae perfumery of
vhe Iuture will be one that sels a lor of produns wail & poce range from €050 10 €200,

Uitra-espeniive beasty demd ae salling el i laly Bastul ¢es ol perfumenss Mezalar and
Lmoni re¢oeded stong sies of uberprestige products, such ey Esdle Lauces's Re-nutne Re-
Covplien cream, which goes for €500

“Mice groedth 15 cormeng from the wery selectve, b posisoned brandd.” sad Edste
Laudi's felarber, “Thay segmend has nat Been mpacind Sy the dedine in torsumpnon Silde
Laudey beands b Ae-Mutres Re-Cisation and Le des, very sstectively dinnbued, are pait af
thas teend =

Haowewer, (e biggest growvih lar naly's brauty buswess & predicied 1o vem lem peparts

o ou can't depend on the ltalian market anymore.”

— Gianluca Bonetti, vice president of strategic development of the Deborah Group

Al peess me, sakes abrasd were especied 1o have razn 6.5% io reach €2 13 bilooyn 3005
warius 2004

Rurssip ard Chinn ave cantdened key marors foi 19 Aduslry Expat sales thene fram lialy
werel i Dl b0 Orease 4 1% bl VITS. reshelt ek i 200 A relalmily M Nty o0 I
epo: soone L3 Lily o Weeinam, Saes 10 thal oundry spikea BEYR for the lini thvee guarens
of 205 wersus 2004, sz Uipra

ot lahan besuty psscumves regard expoating as bey 1o suneval Bwsn hasioncally naly-
CEnie Comp e, suth o Deboran Groop, have 3eun txplonag sy hoe pons For eamole.
the company plats 1o expan ds Hea v & Color bne 12 Tao rew rareti—ibe UE. and
U5 =y 2008

Ferragurt = Pa fuma s arcag the many itzlian cornsama geaneg il siatecy oward seling
o Afedn EoUTres, wi pon s SRS IR S tety

Luciars Benemeth, porumes dasion deegtor of Feragama Pardums, sad the company had
achiewed pxisaordnaty sales in jzgzr==where Fey woeased 304 n 2005, and m Korea,
et Ferranamo Pacturms is the spesrth beigelling beard 521 50 laune @ R women's
Smaaree Fercaghma 10enl LAk spang, 1he campay s fragrance aem will inves in 1efeasion
adeeitzng for the Bt ter n Jagar end Eored Farragors Parlums vall 24a rsork the uice
of covatee Ungsrg's Appanon Iageance, jnce | was conmtered 102 sweet by some Auan
celaders, The fe-laanh b exoedied nert peal.

“Eates and Mpan ars marksts Rl aoe aonenyg 30103 cseed dor us 7 s 3 Bert el CIrs an
entracedinary world nad presencs thousands of So2onur (o that we will be pan of © ®
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2inmg hzhis, zzny holograms awd fras~y garmes, Sound
lewr 2 scane from Las Veogss? Mayhe But if packaging
desigrids have ther wiry, pedumery and supermadkel £od-
frElics shewes will look just as gitey m the very near lutue
Creators are buyy cuncoci g newlaegied, rich-aecn meth-
ods 10 altract shoppers' sltenton Ard it's a gooc thing,
corddenny Ihe Pousands of Hew produsts nitng beauly
counioeg -,r.&.rqu. PR Mg slMPwn*.-maicirq; (IR L
Here, WWD incernasional Besuty Repart repons on sone
meve DESQns Fkely 10 CIUSe AN INeSI0r S0

SCREEMN SCEND
Siemens has created technokogy Thail wall diow Brands 1o broo
their proguns packasing 1o | ke

The hamch-tased fire o padecing nermatdie reend 16 dis-
play arwmated graphici=-=4GoF a3 adeemiineg, fow-10 st chiong
of COmpUler games—an labels

“[The technolog] cowc be witd or ey kind of packaging, *
Wdid A corpany saokesman

Suchy dsplays showe img 325 0 coior a0 can by printed on
paser-dod Igbe s Thiey wzrk 1vanke o alectnorbeome; maternals,
which dharge cold whan b eiocinzal wolt alters hav molecu'es
chartpe. Ag the shills, the colaes aber o ceale the sifesl ol Mo
) peltures. Thie labois 2ve charged vsrg printaba kattenes that
L ler seweral monihs,

Such amenated [bek are expected 1o be sommaercially aal
b et yea -

Sisment 1auls the echneiogy i baovg acosubie loe any
ratustiy @ dishribtion Chane— mChueding e mass markel
That's Bezause (he cosl per abel o 8 Bely be n canm, not cunes,
the company spokesman wad.

PACKI

METAL WORK S

A pear ol eyrs appears and driapeans @3 cudlomes sl
amund 2 dore But ity noy an ovedzealout tales axsisiant 1ol
wg her atound Raiker, ol the latest packagmg lor a0 e croam

. dearuring hologe aph prine.

Ketglfe, 3 uoeds, Englang-bawed company, has developed

+ HEletd 3 prniing Syiter thal ensbiles images Lo apoeas

ane drapped sccerding 1o changes of ighi 11 can even create
aolograms.

TWETR B0GEeg walul v ih En NGt itk C wad Fulp
Sheppard. markeling macager at the lem "0 puts {3 eand
using thie technelogy] shead of the crowd ©

Far the ceauly webuitry, Mtalfa's metalic poncng
lechnolgy could allow cosmencs biands 10 repcduce shimmer-

- g makeup shades on paciaging and agventiang

Tz sechnobogy & aredy bewng used on some facd and lay

| packagung doded Shepaard

SaF: LMY
© SownSavenal lechnoscgees 6 senous abaut secunty 3o much g, n

fact, that the lenkmmoan, Persyhaniz-based e has devslcped 3
fragrance encapsdaor techrolicy tul lets shopoer smell 4 proe-
wc? wthid sesuaplly racdling waln the tubstande vsell

Uhast e wehio Sy 3 Samanas oaen l and el e g
Slwen mndan, e lechnotsgy o'l G at the fim, adder ] Zomad-
naps sy aseay froe upng lamperproc sead ot Thel could smpode
Bhe shopost 5 pathass decnon Byt (s could Agee 8 senows
doserside Iy donl 0 3 AT RS L T N SR, pOue

product o potettally eapcisd, dnd mecns tould @mOos walt e

procuct = sast Lardau
To e 15 wtety of @ lomaida, SceriSanon 3l Tachaolote
alows Brands 13 mpeo (he went of ther tharaos. o esamole,

" e the W of e pack g, 50 that when shoppers ogen il they

o smae 1 peaduc's ador from the cap, whis the bud remgns
proleced oy @ walaty ws

“Thiey prckaky we ke | e abee U sl was comang fom the
capl. " sd Landpu, acdewy the Got o 1009 3 Systen = manmgl,
ciEmated al ks 1an ooe pant per peoduth

NG A PUNCH

Fbwocert BY BRID COSTELLOD
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MARKETERS HAVE A BALL

Togrecn =i, T

BY MELISSA DRIER,

AT e

WITH COMN

Sl Lt .

TRISUTIONS FROM ELLEN GROVES AND BRID COSTELLO

TO HELP KICK OFF THE WORLD CUP SOCCER CHAMPIDNSHIPS
in Germany, from ure 1o Juy 9, 12 beaty industry 15 putting
Iegethe” 2 team al special-adiicn proacts.

SOOCR fand magnl Avir hawe been pasticularly known for shewr
twpel-smelirg behawar Bud Cay Beaury, lor one, sees huge
polgntial iy Adigas Weolony Leagie men's fragrance bne, dus oul
in Apail i Mas-mackel door i Eusgs, the Mddle and Far Basl,
plus Latin Amenc s

"W th 300 mullion spectalong, 1 s & e ocason lor
Adidas,” sad bur @l Pooli, rradkel ng Bresbon 3L Coly Seauty,
felering ta the eaent s vadespresd Tedha coverage brngng the
matches into homes asourd the globe

The brand’s special-editon linz [or men, ywiedng 3n da de
tadete, gitpestave, shoamer el 390 oeosarand, renge i price liam
€350 (02 20784 200 1o €13 AL

Coty wiend: 10 beat the score $e1 Dy il prewvaous 50081 30enLS
Gor v Lurw 2004 compelilion, o i slence, (f sold 4 4 mdlion
umats) Execulwes banking on Addac's high visibility a% ane of the
Wl Cup's offelal spansars are 1argetng glabal safes of 7 millan
i 15 Gy Adioias Wiclory League

In Frande #nd Germany, the collan on wall be avaldabhe ie 3 gt
i, Laled the SuPgorlor's Ed. wruch ingludes lace painis in sach
paricipat ng todmuys nauonal coiss

Adsdas hat alus crealen 2 wWOCcer dream.1edam 10 asuerine the
Erand i plas 10ren 12 dé'lerent posiars, @ach siaring & negh-
prote payes, wcuorig Fraese s Jnedne hdane and brglaed's
D2 Becwham

Puma, which spansars vanious Wardd Cep i=ams, such a3 taly
Grata and Senngal, is alier soccer-lovne guys snd gals wath it
fragrance duo, Puma Lim D Edisoe Waman and ban, whach wad
launchied n Maigh, The Iragrances are padcsged in oo bor her and
Bug for him, with 8 satzer Bal-naped wandas cut o thew
cuter poses. Poces fon the Bne, also including shower gel and body
lotion, are €10 10 €15,

Wirile producer Procter & Gambln capcutives remgined mum on
3 sabes warpe, induslry sources exlimals the bne will bang » E60
i Al Artad in s sl e

Douglas Prrsmencs alun caugne soccer fever in Madch, wnen st
affered an exclusive on the licenses men's World Cup fragranze,

e CALTIFRE S [

FIFA Wi 2005 Availalle n Douglas dosts in Germany, Hallaed,
Swaizeriand, sk, France. Spann, Powgal Hurgary, Foland,
Sdovakia, the Crech Republc and Ceniiark, phus Dopgles onling,
the 100-ml. epu de icaette spray retads for €29 85,

s pardooming Taiasicatly and 5 8 lop-seller a1 the
madmied,” tnd a Douglas spokesman “Woimen are bujing il far
men; (oSRCion 2 Srappicg o up, and i wre 10 be & praed sooe
vene diunng the Wind Cup -

Thede are namiergart Lodeines products out with Weidd Cup
themes, inchuding Revora’s deodorant, inmoduzed in Fesruary, 10
relp dans keop thair conl The Unilseer-owned brand lasnched the
miled-gedma Mén Spofi Mocudi padkaged i co'ors of parisaaar-
ng nabions, rchud rg France, 3iazil, Georany and Folang Tre
200:ml can, pced 41 €3 35 CoNEA an SANTOAANT agEn”
odfled 1o radce Pom.dity by 40%

Qifsial Wonied Cua partaer Gilletie Lawached a shawing ged
will” packagiry spering the tourmamen s x40 12 g wel the
mntraducton of ity MAachd Power Mg razor o lansary The PEG-
wamed bravd rircduced the razor, for €53, and gek, Niom €4,
n ihe U E.. Sgsin, Pariugal, lualy and Germany, And v ton 1o
Gallen1e's weinne Con COMOEle L win mauch sougintslrer ward
Cup uickers

Aerang the earteal in e yame was Lok Draeg Sshong, of
Crptterfield, In3 v, s eiedied 3 gencmeng produeis hne
undis e liw Erglenc s Foaiball AssoOatur. [he colecnon,
COMEnUrg haeo samees Sils, Sl coathaant yarag ane & ranie of
Dl Sem, S Evan 3okt b W0, CHome " and T Aweay T B bowed
in Sangbns wpemark el oiain durag the hohdys

T tagel ARG o Alo foothal | il manaing o reciae
kaar Brggan, motng the produciy R been 8000 wedl o both
gLy ang peeroeal e Quer the Chrstmas perod geene,
100,C00 gifz seis with an Jverage retinl ance of £% %5 wore v2ia
Howewer, Tagge sxpoels wles b0 o rease (en- 1o hwennydola
the runeup 1o the wirld O,

He uncarbeod, honvowi, Ihat assuie beanding o key lor a prod-
W1 lon gevity lollovirg The sogoer season,

s purely 3 brard-skapoing exeae 00 & Wk prodhuct
thant’s ne 1o miuch 1o e ganed 0 Bhe developotent of Ihe mae
QIo0mang marker.” N L, 8
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CUICK CAFES
Ly has ofien boasted that ns adiferous
bandy spiays help males antract lpmas
semwers, And receniby, ihe Unslever:
owred men's Beauly brand wat out 1o
orowa it During the month of March, ihe
brand {a k.a Axe in France) ran ~Cligk
Caiies” arpund Euope that wee crspied
oy i3 Lanest fragrance, Cock

The saazes (reated to MLACH St

+ dents, weee full & sitracine guls hued by

Lyna Boys entesng the calés were
atbged en thew praers ol sedusnsy by
gty sconmay P with dicky of hand
helo gumos The hahesdSoonng ouy at

£3cn event then had hus poturg sken—in

d e ke inal of actcr Ben Alieck inoan
edrker Ase coerwnercial—ang Iheﬂ 1he
mae was onpired in the café where
thee sdend was heid,

“¥oung people like io keep score
on ewargteng, * eapla nad 3 spokesman
o the Lynx brand addwq h.a1 “ckek
danng,” a waie on speed dating, was
v among the Clak Calés’ gwl-mests-
oy acirabies.

OMNLMHE TIE
Parfamd Hermis 1ned 16 ret male con-
qumers wa the Int2onet 12t I weesh fra-
arancg b foe i et ks,

The company ran tere-ei-oel com, a
ale dedwaied ioods men's soent Tere
o e rmigs, feom Teb 19 (0 Mavch &, te
wetks belors the preduct’s wosione
lawneh Each day, anformat on porae o g
o phe $C0NL"S Qo Oepl was fesealed o
the wie Meanvdhile, 3 chack ountec’
dowen firme b0 when Re site ol ouipose
awiule e pewea e

T idea wad 10 goreran
dorrWrwrid] wig S an Hermsds spokes ar

“wihat v weanted wath ihe icea of
e ng the welrite bofore nedusing
e Srmluct wid 19 ga Wer -ty iien, Creal-
gy desie © he saad "We didn't want i i
b wery Beanded on panpose betsuse 1°c
anpul 1he xpenarce ke 12 e UF e
;O Terre d Mg

18 Lit2 W a non-

COMPET TIVE BRAND

hion are ol e Fawrd raoing out of per-

fumeries That's why Formula One star

Dawed Coulthard's men's groaming line,

Frle Postom, way devgned ko greé men 3

breal frovm waiting stomes alipgether

I an Mgech, tha tngeynn

treammen: colleel an—aeluding a ad-mi

Ipc@ watn. & A0-ml shsing foam and a

IC-ml mrowsturizeang gl fge 534

| T4 B S0h—n deleed doectly i
CUSISMerd donri. STae-avBris (RoDiers
car buy the madusi: onl ne and even e

* their order autamanically rencwed manthily,

“Paopke v really budy * Saed e

Sparks, MEkElng drediad 31 Hodlolt,

- [aghend-based Dwect Beauty Producis, the
beand's producer ~We're sl lpclung for

- lasier ways w g things done. Waomen
ey pickiwg aut ther gesmet Dy, Dut men

T gan 'y 50 much, This o 3 wery Dimale way of
FECRANG yOur &4Enlial #ich monih

1| ik S (A -

| FRAGRANCE FEATURE
Esquare magazine teameo with Elzabeth
Arden 10 host & CoMpELT PIemolng
thie Proveacative Waman scend Foe the
e, g Jiked readors 10 Romonate

i Ahed pattes 13 S0 A Eho ishood

- inpered by the lragrance,

“The lesrure brags intersaling eoaen:
and oeautilul pheiograshy 10 the maga
nre " sad Helen Biockebank. gioan peo-
motions direcior at MelMag, Esquue’s par-
©oenl camgany, “Thumugh ' Comaetiion
readers can see wihal men really e 3t
! sy m & weaman, Achading personably and
+ rod just looks ”

Feve finalinis wil appear in the fowr-
paner piegi, wheth 5 10 be b magaziee s
Apnt ssue

PREEMPTIVE ACTIOMN

K ngtinkar firloes i GifEng fragrances
and cosmetics los dree to 1ravelers belore
they even get 19 the aport

Tk nd ar anbre gees baaury peoduct
vt heri valued at 4 5250 rupees
(ETRSHAB0) 10 it rustomen sencing
+ 0 000 rupees o motE onoa paor of af
+ mgaets The coupons are 1hen redermanle
n depariment 3tores 470 Derlwmery
L ehaims o Indda g g g Shopoed” SR
ane Life Syle

The proegrant, which wat kicked abl on
B 23 ard roos thieagr lune 30, 1 called
Seent of Goad Times,

“The idea berend the wchame & 19 355
ciate v th bke-m nded keading mernanional
orands 12 provicke mauimum valse 10 sur
QuUETH and 3o creale B0 SPROMTuANY o
" compunicalz with the relevant angel aud -
ence inmugh @ non-conventions plal:
forne.” sad Gotigh Shah, genedal mananges
+ of marseang s the a dne i siatsmenl
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