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Reporting period: 26 February — 01 April 2023

Muted performance

Electricals sales fell 1.8% YoY in
March, according to the Retail
Economics Retail Sales Index (value,
non-seasonally adjusted) against a
2.6% decline a year ago.

Inflationary pressure remains
elevated with a basket of Electricals
surging again in March supporting
top line growth, suggesting volumes
fell by double-digits.

Nonetheless, the category moved up
the rankings table for the first time
in three months.

Outlook

* Continued pressure on household
finances could lead to consumers
delaying spending this year.

Our latest research shows
significant differences in spending
intentions exist across retail and
hospitality categories.

While several factors contribute to
shaping consumer behaviour, two
primary drivers govern spending
intentions across categories:

While the focus on home life
during the pandemic brought
forward replacement cycles for
many electricals items, our data
shows that consumers are more
likely to delay spending within the
category that cut it altogether.

Electricals sales weak but some bright spots
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Spending intentions in 2023

32.3%

of consumers expect to delay
spending within the electricals
category this year

Source: Retail Economics and NatWest Outlook

for UK Retail and Consumer 2023, n1,500
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Report at a glance need-to-knows

Retail market overview

» Total retail sales rose by 6.0% YoY

in March, against a 4.7% rise in the
previous year, according to the
Retail Economics Retail Sales Index
(value, non-seasonally adjusted).

Several factors impacted headline
performance in the month,
including: adverse local and
international weather
(discouraging spring sales and
impacting fresh food); an earlier
Mother’s Day this year; and
inflation.

Retail sales volumes have been in
decline on an annual basis for 13
consecutive months, as inflation
persists (10.1% YoY in March).

Updated 2023 Forecasts

* Electricals is set to be the worst

performing retail sector in 2023.
Retail Economics forecasts
Electricals sales to drop X.X% YoY
in 2023, with total annual sales set
to register £XX.Xbn, down from
£XXXbn in 2022.

Electricals is a highly price-
sensitive sector, with rising prices
leading many shoppers to defer
purchases, given the current
squeeze on incomes and weak
consumer confidence

Read our updated 2023 forecasts
on page 5.
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Electricals accounts for 4% of total retail spend in March
Total Retail Spend by Category
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New forecasts suggest underperformance in 2023
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Electricals - Retail Economics Index: March
2023

 Electricals sales fell 1.8% YoY in March,
according to the Retail Economics Retail Sales
Index (value, non-seasonally adjusted) against
a 2.6% decline a year ago.

* Inflationary pressure remains elevated with a
basket of Electricals surging again in March
supporting top line growth, suggesting
volumes fell by double-digits.

* Nonetheless, the category moved up the
rankings table for the first time in three
months.

Demand improves

* Electricals has been in decline for 22
consecutive months, unable to recover from the
pandemic-induced sales surge which knocked
typical replacement cycles out of place.

» But there were pockets of strong demand with
smaller energy saving appliances popular, to
combat higher domestic energy prices ahead of
another rise in the price cap from July.

* White goods received a boost from consumers
focussing on their homes ahead of the Easter
period.

* Wearable technology also remained popular
although consumers are increasingly
demanding notable enhancements in
technology before parting with their income.

» Elsewhere, TV and audio equipment sales
disappointed amid pandemic-induced
purchases.

Economic backdrop

* The economic backdrop remains tough for
consumers as they contend with elevated

levels of inflation which weighs on household
budgets.

While headline inflation edged lower in March to
10.1%, following February’s unexpected jump to
10.4%, it remained above economists
expectations of a dip into single figures (9.8%).

Positively, inflation is forecast to drop
significantly when April’s data is released next
month, as last year’s sharp rise in energy prices
drops out of annual comparisons. It should then
continue on a downward trajectory for the
remainder of the year.

But markets are jittery, with banking sector
turmoil plaguing the month with the collapse of
Silicone Valley Bank (SVB). This sparked the
biggest one day sell-off since the early months
of the pandemic.

Prior to the collapse, the Bank of England chief,
Andrew Bailey, said the economy was evolving
‘as expected’, with hope interest rates had
reached their peak and would begin falling back
to target.

However, whispers of another financial crisis
coupled with sticky inflation saw the Bank raise
interest rates by 0.25 percentage points to
4.25%. Further rises are now also expected in
May and June.

This will add more pressure to the 2 million
households renewing their mortgages this year,
many of which are likely to see a significant rise
in monthly mortgage repayments.

Nonetheless, for the moment, at least, consumer
confidence remains on an upward trajectory,
rising two points to -36 in March according to
the headline GfK consumer confidence index.
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Avg. weekly spend

Electricals Annual % growth

(Em)
Oct-22 -4.2% £341
Nov-22 -3.8% £391
Dec-22 -0.5% £542
Jan-23 -3.9% £301
Feb-23 -2.4% £292
Mar-23 -1.8% £266

Source: Retail Economics: Retail Sales Series — value, non-seasonally adjusted.

*Period aligned to ONS trading calendar 26 February — 01 April 2023
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Electricals

Year-on-year growth

-1.8%

Electricals sales fell by 1.8% YoY
In March according to Retail Economics

Electricals

3-month average

-2.6%

Electricals sales fell by 2.6% in
March on a three-month rolling basis

Inflationary pressure
remains elevated with
a basket of Electricals
surging againin
March supporting top
line growth,
suggesting volumes
fell by double-digits.
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Electricals Outlook

Electricals is set to be the worst performing
retail sector in 2023. Retail Economics
forecasts Electricals sales to drop X.X% YoY
in 2023, with total annual sales set to register
£XX.Xbn, down from £XX.Xbn in 2022.

Electricals is a highly price-sensitive sector,
with rising prices leading many shoppers to
defer purchases, given the current squeeze
on incomes and weak consumer confidence.

Electricals has also fallen out of its cyclical
upswing, as many consumers brought
forward their purchases during lockdown,
resulting in fewer demand for new devices
and home appliances since restrictions were
lifted as spending prioritises shift elsewhere —
a trend that is set to continue over the
months ahead.

» Certain ranges that chime with a more energy

conscious consumer such as air fryers, heated
clothing airers and other energy-saving
devices are likely to trade well over 2023.

Electricals retailers are feeling the dual impact
of rising operating costs and softer demand.
Currys and AO.com are taking a more
cautious approach to driving sales and
prioritising profitability instead, by scaling
back promotions and, in some cases, passing
the increased costs onto consumers in the
form of delivery charges.

Product innovation will remain a key driver of
demand, with new technologies and features
expected to attract consumers seeking the

latest advancements in the electricals sector.

Electricals has the highest online penetration
rate of any retail sector, projected at XX. X%
of total sales in 2023.

Over a five-year horizon (2023-2027), Retail
Economics forecasts Electricals sales to rise
by a compound annual growth rate (CAGR)
of X. X%, reaching total annual sales of almost
£XX.Xbn by the end of this period.

Retail Economics Electricals Forecasts

Forecasts updated quarterly. Last update: February 2023
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Electricals sales forecast to fall back from pandemic highs

&

Become a member to
access this data >

Source: Retail Economics. F = forecast.

Online set to account for XX.X% of Electricals sales in 2023

Become a member to
access this data >

Source: Retail Economics. F = forecast.
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Electricals
2023 Forecast

Retail Economics forecasts Electricals
sales to fall by X. X% YoY in 2023

Online Electricals
2023 Forecast

Retail Economics forecasts Online
sales of Electricals to fall X.X% YoY
in 2023

Electricals is a highly
price-sensitive sector,
with rising prices
leading many shoppers
to defer purchases.
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Job cuts Pay rise

* Apple plans to improve its operations by .
cutting corporate retail roles, with the number
of job cuts expected to be minimal.

Financial results

* Marks Electrical saw full-year revenue
increase by 21.5% to a record £97.8m. Sales
increased 20% to £24.8m in the four months
to 31 March, with the retailer recording an
exit growth rate of 21.2% YoY in the final
month. Sales of A-rated energy-efficient
washing machines and tumble dryers were
particularly strong.

* AO World expects earnings for the year to
March to between £37.5m and £45m, an
increase on January’s forecast of between
£30m and £40m.

* Music Magpie reported a 46.7% decrease in
EBITDA for the year to 30 November 2022,
from £12.2m to £6.5m. Gross profit for the
year was £38.1m, a 14.2% decrease on the
previous year, while revenue fell 0.2% to
£145.3m. The retailer also saw a 12.2%
increase in consumer technology revenue to
£96.6m, making up 66% of its total group
revenue.

Currys announced a fourth pay rise in 18
months for almost 10,000 UK store
colleagues. The minimum hourly rate will
increase from £10.35 to £10.50 across the
UK and to £11.50 in London.

The average store colleague bonus is 89p per
hour, with top earners gaining up to an
additional £3 per hour. The retailer will also
give store colleagues who complete a six-
month onboarding and skills development
programme and who are performing well a
minimum hourly rate increase to £10.80
across the UK and £11.39 in London.
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Total Electricals Market

Retail Economics forecasts total Electricals
sales of £XX.Xbn in 2023

Audio & Visual

28.8%

Audio and Visual accounts for
28.8% of the Electricals market

AO World expects
earnings for the year
to March to between
£37.5m and £45m,
an increase on
January’s forecast of

between £30m and
£40m.
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