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1. Preamble 

Good morning and good afternoon to everybody - thank you for joining the call.  Let 
me first take you through some summary comments before we do questions and 
answers. 

2. Overview 

We are clearly pleased today to announce the performance of the Group in the 
quarter, which we think reflects the benefits of our investments to drive growth in 
recent years.  We think the performance in this quarter will help lead to a satisfactory 
outcome for the Group as a whole for the year. 

Let us look first at ARG.  As has become clear by now, consumers did spend more 
than expected in the run up to Christmas, which has helped retailers over this period.  
However, like-for-like sales for the non-food, non-clothing market were still down a 
little in the quarter, and we remain cautious on the outlook for 2006.  We are 
continuing to plan on the assumption that, for the market as a whole, non-food, 
non-clothing like-for-likes will remain in decline for much of the year.  However, as 
John Peace outlined at the interims in November, we have continued to invest in 
initiatives for growth in both our retail businesses.  That has enabled them to 
outperform their markets during this last quarter and we hope they will continue to do 
so in the quarters ahead. 

What have we been doing?  Most investors are aware that we have been carrying out 
the national rollout of Argos Extra in the last six months, which offered 17,700 lines to 
customers in all of our stores.  In Argos we also opened nearly 70 stores over the last 
12 months, including the 33 we acquired from Index.  We continue to invest in Argos’ 
multi-channel capabilities, such that in this quarter 20% of sales were ordered or 
reserved over the phone or internet for home delivery, or for later collection in store.  
This capability clearly reduced our store congestion over what is always a very busy 
Christmas period in Argos.  We have also continued to make significant investments in 
the supply chain to fund lower prices. 

In Homebase, we have opened 10 stores in the last year.  We have added nearly 
30 mezzanine floors and we have rolled out the Furniture Extra catalogue to all stores. 

3. Argos Retail Group Results 

That is some background about the investments we have been making. I will now turn 
to the results themselves for Argos Retail Group.  Sales at Argos in the 14 weeks to 
7 January increased by 9%.  New stores contributed all of this growth, helped by the 
Index store acquisition.  Like-for-like sales, therefore, were unchanged compared with 
the same period last year, reflecting in part a pattern of market demand by 
consumers.  For example, jewellery remained difficult, toys were an average 
performer, although we believe we gained further share there.  However, in contrast, 
demand for consumer electronics was very strong in gift areas such as MP3s, and in 
new technology, such as flat screen TV, Argos has performed well - as it did also in 
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areas such as furniture and white goods.  Argos’ gross margin in the quarter was in 
line with the same period last year, with our supply chain gains offsetting the effect of 
the adverse product mix.  

Homebase 

Moving on to Homebase, the DIY market remained extremely difficult during the 
quarter.  In response to competitor activity, Homebase has carried out more and 
deeper promotional events and that helped it to a position where sales in the 
14 weeks to 7 January increased by 1% in total.  Of this, new space contributed 4% in 
the quarter, but like-for-like sales were down 3%, despite the significant increase in 
promotional activity.  Sales of core DIY and decorating products were down in total 
year-on-year, but Homebase benefited from its initiatives in kitchens, furniture and, 
indeed, mezzanines.  Gross margin at Homebase was slightly below last year. 

Therefore, in summary on ARG, we are pleased with the performance of both Argos 
and Homebase, helped by a better consumer spending environment in the run up to 
Christmas.  However, we remain cautious about the sales and cost outlook for much 
of 2006 and continue to plan accordingly. 

4. Experian Results 

Turning to Experian, we are also pleased here with the progress in the quarter: sales 
were up 20% at constant exchange rates with a good balance of organic and acquired 
growth.  Highlights of the quarter were the continuing contract wins we achieved 
across the business in core credit and marketing as well as in, for example, the UK 
insurance sector and, in France, for cheque processing and for government contracts.  
We continue to see strong growth in Consumer Direct in both the United States and in 
the UK and we have continued to make complementary acquisitions, such as 
PriceGrabber, the US price comparison website, and FootFall, a market leader in 
counting retail customers. 

Experian in North America again achieved a strong growth figure in sales, which were 
up 31% in Dollars in the quarter.  Of this, 23% came from acquisitions, which 
together continued to trade well and trade ahead of acquisition plans.  Organic growth 
was 8% in the quarter, which was a slowdown, but very much as expected from 
previous quarters.  Why did it slow down a little from previous quarters?  We had very 
strong comparators throughout the business; we had the expected modest slowdown 
in the core credit reporting areas, which were very strong in the previous six-month 
period; there was a lower contribution this quarter from the FACTA cost recovery 
charge; it had about a 3% benefit to credit sales this quarter compared with a 5% 
benefit in the first half of this financial year.  It is also worth noting that at 
MetaReward, our online lead generation business, we were down in the quarter 
year-on-year because it was anniversarying some very large one-off contracts we 
succeeded in winning in the third quarter a year ago. 

Highlights of the period in North America include continued strength in value added 
products such as scoring and analytics, good growth in Consumer Direct with more 
members and new products, and good growth too in some of our newer areas in 
marketing, such as email delivery and market research. 
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Experian International 

At Experian International we also had a very solid quarter, with organic sales up 6% 
and a small contribution from acquisitions.  In the UK, consumer lending growth has 
remained extremely subdued and that has some impact on part of Experian’s 
business.  However, Experian continues to grow in the UK and it can help financial 
services clients manage risk and cross-sell other products as well as helping them to 
acquire new customers.  Experian in the UK is also gaining share in new verticals, 
such as the telecoms sector, government and direct to consumer. 

Scorex did well in the period.  Emerging markets, although small, achieved significant 
growth, and the French outsourcing business won some large contracts which will help 
to underpin future growth.  Thus, overall, another good period for Experian.   

In addition, as well as the operational progress made in the third quarter, GUS made 
further strategic progress: it completed the demerger of Burberry and agreed to sell 
Wehkamp, albeit at a lower price than first agreed, as we announced today.   

With me on the call today are Peg Smith and Fay Dodds and we will now take your 
questions. 

 

Questions and Answers 

Jamie Isenwater, Deutsche Bank, London 

My question is for Peg: could you give us an update on how the second round of free 
credit reports are going in the US and whether that is still having a halo effect on the 
Consumer Direct business? 

Peg Smith, President, Experian North America 

We have now completed the total national rollout of free reports.  The last region 
became effective 1 September, so we have gone through our first complete round of 
making free reports available to all consumers in the US.  What we are measuring 
now, as you might expect, is how many consumers come back in the second year and 
it is early on in that process to know what the effect is of that. 

In terms of a halo effect on Consumer Direct, the halo effect is only in that the 
availability of free reports has raised overall awareness to consumers that they need 
to look at and monitor their credit reports.  That has been the direct impact on the 
Consumer Direct piece of the business.  We have not had a lot of take up in the sale 
of products to consumers who have requested their free report through the federal 
government-mandated sites.   

Jamie Isenwater 

Okay, but you have not seen any slowdown in the Consumer Direct growth rate in the 
quarter? 
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Peg Smith 

Not at all.  Consumer Direct continues to grow at its mid-20s rate, as it has done for 
quite some time. 

Tony Shiret, CSFB 

I have a couple of questions on product markets in which you operate within the UK 
Retail business.  I presume you have some reasonably up to date market data on the 
electrical markets.  I wondered if you could help us understand how the market in 
totality has performed in all product categories as well as the ones you have done well 
in.  Secondly, can you give us some sense of your view of the extent of the impact of 
promotional activity in the DIY markets since Christmas? 

David Tyler 

On the electrical markets, I assume you are particularly talking about consumer 
electronics, which have been extremely strong.  It has been a very good market for us 
to be in and certainly has had a positive effect on our total sales this quarter.  We are 
talking about double-digit growth.  I do not think I am going to give you more than 
that though, and no doubt you can ask other participants in the market to see what 
figures they have. 

Tony Shiret 

I was thinking you sell other products apart from the small giftables, do you not?  You 
have been going into major domestic appliances and things like that over the past few 
years.  I wondered where those markets were standing as well. 

David Tyler 

I think you are talking about white goods as opposed to consumer electronics and 
there I think you would say that the market was down, but our sales have continued 
to grow, as we said today.  That comes, I think, from the much better proposition that 
we have.  We are still relatively small in that market compared with some of the other 
markets we occupy in electrical areas and we are clearly improving our share from 
that relatively small position. 

Tony Shiret 

With the market decline in white goods what was the order of magnitude of this 
trend? 

David Tyler 

I think relatively modest and, again, it is not a figure that we tend to provide; that is 
something that comes from other sources.   

As for the promotional effects since Christmas in the DIY area, and clearly there were 
very significant promotions straight after Christmas from Boxing Day on, as you know, 
which has had some impact on margins, I should think, from the players who are in 
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the market.  However, I cannot comment about how that is going to go on in future, 
we will wait and see. 

Tony Shiret 

It is just that you seem to be taking a pretty cautious view of discount prospects 
going forward.  I wondered if you felt there was any change in the pattern of 
consumer response to these promotions.  I mean, if you are getting the volume, 
presumably you are less concerned; if you are not, then presumably you are more 
concerned.  

David Tyler 

As you can hear from the comments today, we had significant like-for-like decline in 
the core areas of DIY and the decorative areas despite spending considerably more 
than the previous year.  Thus, I think it is a concern, but we are relatively small in 
that market compared with the market leader and so we have to respond to market 
conditions. 

Andrew Hughes, UBS London 

I have a question on the gross margin at Argos.  You were saying that the impact of 
mix and supply chain pretty much netted out.  Could you give us some guidance on 
what order of magnitude both those movements are and, certainly when it comes to 
supply chain, whether you think you can continue with that rate of improvement? 

David Tyler 

I am not going to give you the absolute figure, but I think the best thing to say on the 
supply chain is that the like-for-like reduction, catalogue to catalogue, this year 
against last year was about 5%, as I expect you are aware from what we said 
previously, so that is a price reduction.  In addition to that, we clearly, ex-mix, have 
had a further improvement, which would have improved gross margin had we not had 
this adverse product mix.  The adverse product mix, therefore, has been absorbed by 
us because of the amount we put aside over and above the supply chain gains that we 
pass straight through to the consumer.  However, I am not going to put a figure on it. 

Andrew Hughes 

Would it be more than 50 bps? 

David Tyler 

I do not know; you will have to speculate on that, I am afraid.  It would depend upon 
what you assume the gross margins of the various moving parts are. 

Andrew Hughes 

The outlook for the spring/summer catalogue in terms of price, are you implying that 
it might be less than 5% down? 
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David Tyler 

We are confirming in the statement today that we will be improving value yet again 
for consumers in that catalogue.  The catalogue comes out on Saturday week (in nine 
days time) and I am sure we will say more about it immediately before that date, so I 
am not going to give you any further guidance apart from the fact that yes, prices are 
down.  You have probably indicated from that remark the impact of benefit from the 
Dollar is much less significant in this catalogue than it has been in recent catalogues. 

Andrew Hughes 

Switching to Experian, can you quantify the impact of MetaReward’s decline upon your 
rate of organic growth in the US? 

David Tyler 

It is approximately a 3% reduction on the total of Experian North America sales in the 
quarter.  It is not insignificant. 

Brad Eichler, Stephens Inc 

I have a couple of questions.  First of all, on the North American credit information 
solutions business, is it more competitive wins that are driving that or is it just an 
overall improvement in the conditions of the market? 

Peg Smith 

It is a mix of a couple of things.  First of all, we had good sales in what we would refer 
to as ‘value added services’, including Prescreen.  We are still seeing very heavy 
demand on credit Prescreen through the quarter as well as scoring, analytics, our 
software tools; all of those are enticing over to the internet.  You are seeing those 
rates of growth somewhere around 18-20%.  More specifically, on financial services it 
is in the high-20s, low-30s as a rate of growth – we are advertising online.  Therefore, 
we would say mid-20s as an overall expectation in terms of Interactive growth rate. 

Brad Eichler 

On the marketing business, could you quantify the growth outside of email and 
market research?  How is the balance of that business doing?  Any delineation you 
would make between credit and direct marketing would also help. 

Peg Smith 

We are continuing to see some downward pressure, as we have been reporting for 
some time now, on our traditional list processing, largely around catalogue issuers, 
and continued good growth in the marketing solutions side of the business.  Thus, 
while we are seeing some softness on the traditional direct marketing, ‘buy a list, 
send a lot of mail’ kind of business, we are seeing a lot more growth around those 
who are becoming sophisticated around the marketing offering. 
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Michael Meltz, Bear Stearns, New York 

Peg, maybe I misunderstood your comment regarding Consumer Direct.  What was 
that up in the quarter? 

Peg Smith 

Consumer Direct grew in the mid-20s in the quarter. 

Michael Meltz 

Total Interactive on an organic basis, or just with the Consumer and MetaReward, 
what was that? 

Peg Smith 

We are not going to give you a specific number on it.  You have to, as we do, net one 
against the other.  As we said, MetaReward, in fact, did have a year-over-year decline 
which was expected because we anniversaried those very large contracts that we 
signed in the third quarter of the previous year.  However, Consumer Direct itself is 
growing very, very steadily. 

David Tyler 

You can get an impression of that, as I have already said it had about a three point 
impact on the whole of Experian North America, the decline in the MetaReward sales. 

Michael Meltz 

Regarding your comment on core credit, your credit business was up low double 
digits? 

Peg Smith 

Yes, it is helped by about 3% on FACTA, so back that off certainly, but there is no 
benefit of that in the fourth quarter. 

Michael Meltz 

I may have missed this with Brad’s question because I was pulled out of the queue, 
but what is your sense on current business tone in the current quarter?  Has anything 
changed dramatically in the first few weeks? 

David Tyler 

We are fairly clear about the fact that we do not really talk about any business events 
past the end of the quarter.  We would rather just talk in generalities, if you like, 
about the general trends we are seeing, which Peg was just talking about, particularly 
in terms of the softening of the basic consumer credit profiles this quarter, ie the 
quarter up to the end of December, against the previous half year.  I would not want 
to go further than that at this stage. 
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Michael Meltz 

In generalities though, the value added products, they are…? 

David Tyler 

The value added products continue to go from strength to strength in Experian.  That 
was very much part of the reason why we have achieved, again, a double-digit growth 
performance in the credit side of the business in North America; that, together with 
the fact that we had the 3% pull through from FACTA. 

Michael Meltz 

And there is no specific reason why that would change? 

David Tyler 

No, not at all, we are not suggesting that for a minute, but clearly, still, the biggest 
part of the business in credit comes from the underlying credit profiles business. 

Michael Meltz 

My last question is as of now do you have any plans to adjust the FACT Act price 
surcharge? 

Peg Smith 

At this point we have absolutely no expectation to adjust it.  As you know, at both the 
state and federal level we have had legislation introduced that results in a permanent 
change to the cost structure of our business.  I think the most fair and reasonable 
way to recover that is through a mechanism like the surcharge, so it stays in place. 

Bruce Hubbard, Citigroup, London 

In aggregate in the US you did eight, credit was low double figures and 
Experian Interactive, Consumer Direct, by my maths, more than offset or at least 
equalised the negative of MetaReward.  The implication, I guess, must be that the 
marketing bit of the business was very low single digit.  Is that a sensible 
assumption? 

Peg Smith 

It was mid-single digit. 

Bruce Hubbard 

Does that therefore mean that the rump of Experian Interactive was also growing 
much more slowly, effectively?  I guess it is mostly LowerMyBills. 

Peg Smith 

Remember those are not an organic growth at all.  Those are all still in the acquired 
growth category. 
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Rod Whitehead, Deutsche Bank 

David, you mentioned consumer electronics was up double-digit at Argos.  Did you 
mean like-for-like? 

David Tyler 

No, I was saying the market was up double-digit.  We are not in the habit of giving 
specific figures for each product group in Argos. 

David Appleton, Alder Investment Management, London 

Given the strength of Experian Interactive, driven basically by the shift towards online 
marketing, I wonder if we can expect some acquisitions in International along similar 
lines to PriceGrabber, LowerMyBills, etc? 

Peg Smith 

I think there are two ways for us to expand the Interactive business internationally, 
one of which is to leverage the investment we have already made in the companies 
that we have acquired, like PriceGrabber, and take it internationally.  The second is to 
acquire businesses that fit into our strategic profile of the business group that we are 
building up within Interactive, so you will see both.  We will expand from the existing 
platforms that we have acquired as well as look for the right opportunities when we 
need to purchase a business. 

Matt Pickering, Institutional Capital US 

I joined the call a little late, so one of my questions may have already been answered.  
Could you talk about your view, if any, of the underlying structural cost inflation in the 
Argos Retail Group which, from December presentations, suggests that it was around 
4%?  If there is any ability to change that going forward, what that means for gross 
margins going forward.   

On the US business in Experian, and explicitly in Interactive, click-through advertising 
is a very economically sensitive business, especially if you look at what happened to 
Yahoo! and their banner ads in 2000-2002 - their revenue pool basically collapsed.  
Thus, while I can certainly understand the current cyclical trend to click through 
advertising because of the ROI, I was hoping you could talk about the operating 
leverage in that business to revenue trends. 

David Tyler 

Let us see if we can help you.  Firstly, you are quite right - we talked about the 
underlying cost inflation in Argos Retail Group being 4% in the first half of the 
financial year.  There is no reason at the moment for investors to assume much 
different in terms of the underlying inflation for the second half of the year with some 
of the same factors: rental growth and impacts on our local tax bill of the uniform 
business rate, the impact of minimum wage legislation and so on.  All of that is 
happening, but I can assure you we look very, very vigorously all the time for ways to 
improve productivity and costs in the Argos Retail Group, in the light of this and other 
factors.  That is the answer to that question.  Does it have an effect on gross margin 
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in Argos Retail Group?  No, not at all; this is all what goes on below the line, as I 
imagine you would agree. 

Moving on to your question about the Interactive business, why do you not start on it, 
Peg? 

Peg Smith 

Your question was about can you get operating leverage across the group of 
businesses in Interactive and I think there are three things that drive that for 
Experian in terms of the sets of businesses that we own.  First is the issue of scale.  
We are clearly a scale player when you own LowerMyBills, PriceGrabber, ClassesUSA 
and MetaReward and other businesses of that ilk that give us the opportunity to 
leverage the overall position that we have within Interactive when we are dealing with 
our portal partners and our search engine partners, so I think there is an opportunity 
there.  The second is to cross-sell across those same businesses where we see clear 
opportunity, for instance, for Consumer Direct to serve up offers for somebody like 
LowerMyBills.com.  The third is the overall fit within the rest of the Experian portfolio, 
where we have the opportunity to use the overall sales force.  Experian has 
400 people in the sales force in North America.  That is much larger than any one of 
these businesses would have in their own right representing themselves in the 
market.  Those are some of the key areas where we look to gain operating leverage in 
the business.  David, do you want to add to that? 

David Tyler 

No, you are absolutely right.  I do not know if you were talking a little bit about the 
costs of click-through ads, which obviously is a question of market supply and demand 
as well and we will see how that develops.  However, we are in a strong position 
because of the strength of our offer and, as Peg says, our ability to negotiate as good 
rates as anybody to compete in this arena. 

Matt Pickering 

Have you disclosed what a general commission rate would be for a click-through ad? 

David Tyler 

No, we have not, I am afraid. 

Matt Pickering 

Have you disclosed for your 400 sales people in Experian North American division how 
they are compensated for cross-selling Interactive contracts with their existing credit 
solutions or marketing solutions businesses? 

Peg Smith 

Not in terms of the compensation, but you can understand the opportunity.  One of 
the most immediate is for people like LowerMyBills to have an opportunity to get into 
other mortgage companies where they did not have a sales presence before but 
Experian’s consumer credit business obviously has a relationship there.  It is better to 
describe it on the opportunity side than on a compensation side for the sales force. 
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Matt Pickering 

I have one last comment.  I think you guys have done an excellent job describing 
Experian to investors over the last three years, especially as it has changed, but it is 
definitely fair that certain click-through advertising rates currently, for names like 
mortgage refinancing or some lawyers, are $25 a click.  It is probably worth, given 
that pricing pressure there seems inevitable, at some point in the future perhaps 
working through how the cost structure can adapt to an environment where absolute 
commission rates may be a little more difficult to increase as click through rates fall. 

Peg Smith 

Yes.  We understand that issue and appreciate your comment on it. 

David Tyler 

I think we are just going to say we are probably as sophisticated as anybody in the 
industry in understanding this, particularly in our LowerMyBills business.  However, 
thank you for the comment and it is an interesting management challenge. 

Thank you for your questions and your attendance today.  Our next planned 
announcement will be on 12 April, when we will give the second half update.  We look 
forward to talking to you then.  Goodbye. 
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