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EXECUTIVE SUMMARY 
 

NATURE OF BUSINESS: Morrisons is the UK’s fourth largest food retailer with a market share of 11.7% (December 2012). In 

an attempt to build its online offer, in January 2013 Morrisons entered into an alliance with Lakeland, a kitchenware retailer, to 

launch an online kitchenware business in the spring of 2013. In February 2011, the Group acquired Kiddicare, an online retailer of 

baby products, for £70m. 

 
FINANCIAL RESULTS  

FY12 (ending 29 January) 1H13 (ending 29 July 12) 

Revenue £17.7bn + 7% £8.9bn + 2.3% 

Gross profit £1.22bn + 6% -  

Profit before tax £973m + 8% £440m - 2% 

 
STRATEGY HIGHLIGHTS 
 

Faced with shrinking market share and lack of penetration in the convenience and online sectors, the Group wants to strengthen 

its brand, enhance its vertical integration, invest in convenience stores and focus on establishing a competitive online offering. 

 

 Top line. Three year programme of new product development: 5,000 new products introduced including more than 10,000 

products re-launched by Christmas 2013; Fresh brand modernised and streamlined to indicate focus on British produce; The M 

Kitchen convenience range to offer restaurant style recipes. 

 Stores. The Group ended FY12 with 12.9 million sq. ft. of net retail space and an estate of 475 stores and in FY13 it expects to 

add a further 700,000 sq. ft. primarily in the South and London. The Group’s target is to add 2 million sq. ft. of trading space over 

three years, through convenience and superstore formats. As its convenience estate grows, Morrisons will be investing in 

infrastructure to support a larger network of convenience stores. It is understood Morrisons plans to open between 70-100 

convenience stores by the end of its next financial year with 50 sites confirmed.  

 Efficiency. A new regional distribution centre, at a cost of £105m, will deliver savings of £20m annually from FY14. The Group 

states that it is on track to deliver its target of £100m by the end of FY13. 

 Vertical integration. In March 2012 the Group announced plans to launch its own seafood processing business to deliver 

quality fish into its stores. In February 2012, Morrisons acquired a 105,000 sq. ft. meat processing facility in Winsford, Cheshire. 

 Online. Morrisons says it will launch an online grocery site by January 2014. In January 2013 Morrisons entered into an alliance 

with Lakeland to launch an online kitchenware business. In November 2012 Morrisons started Morrisons Cellar, saying it wants 

to create a £100m wine business within the next three years. Kiddicare.com was acquired by Morrisons in 2011, which agreed to 

take over the leases of 10 former Best Buy stores from Carphone Warehouse. 

 Capital expenditure. Morrisons says capital expenditure will increase by £100m to £1.1bn to spur investment in online and 

convenience stores but offset by more limited spend on big supermarkets. 

 

 
 

STRENGTHS CHALLENGES 
 

 Growing profits. Morrison has avoided price wars to protect 

profit margins. Between FY08 and FY12 the Group’s 

operating profit has increased 60% from £612m in FY08 to 

£973m in FY12. 

 Loss of market share. Due to sales declines in FY13 the 

Group’s market share has deteriorated from 12.3% in FY11 to 

11.7% in December 2012. Like-for-like sales in the all 

important December 2012 period dropped 2.5% compared to 

a slight increase of 0.3% for the industry. 

 Expansion of non-food lines. The Group is aiming to 

expand its clothing range. It currently has three stand-alone 

Peacocks concessions and 21 stores are supplied with 

Peacocks Kids clothing. Other strategic online ventures are 

Kiddicare.com, Morrisons Cellar (wines) and kitchenwares in 

conjunction with Lakeland. 

 Not tackling the big issues.  Analysts fear that Morrisons is 

failing to articulate its differentiated offerings and failing to take 

on the big issues – lack of an online grocery presence and any 

meaningful convenience presence. The Group recently 

acquired a total of 56 former Blockbuster and Jessops sites 

taking its count of convenience stores to around 70. 

Compared to Tesco’s c. 1,400 convenience stores and 

Sainsbury’s c. 500 stores, Morrison’s lags in this respect. In 

March 2013 Morrisons finally addressed the online issue 

saying its online grocery site will go live by January 2014. 
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BUSINESS DESCRIPTION 
 

WM Morrison Supermarkets plc (‘Morrisons’ or ‘the Group’) founded in 1899 and headquartered in Bradford, in the UK, is the UK’s 

fourth largest food retailer by sales according to insight, information and consultancy company, Kantar, which stated that as of 

December 2012, the Group had an 11.7% share of the UK retail market. At 31 December 2012 Morrisons had 475 stores across 

Britain, ranging in size from 3,000 sq ft to over 40,000 sq ft. Over 11 million customers visit its stores each week, served by more 

than 131,000 employees. The Group says that it is also the second largest fresh food manufacturer in the UK, employing over 

7,000 people, and a central part of its differentiation from its competitors is its vertically integrated model. The Group is also 

engaged in the distribution of food products, the sale of fuel and property development activities. 

 

The Group’s retail activities trade under the Morissons name and its other brands include M savers, for budget conscious shoppers, 

M Kitchen, a convenience range with restaurant style recipes Food To Go, which includes sandwiches, sushi and cakes. 

 

In an attempt to build its online offer, Morrisons entered into an alliance with Lakeland, a kitchenware retailer, to launch an online 

kitchenware business in the spring of 2013. This followed the creation of its online wine retail business, Morrisons Cellar, in 

November 2012. In February 2011, the Group acquired Kiddicare, an online retailer of baby products, for £70m. 

 
 

Business Line Retail food and groceries 

UK Main Office Wm Morrison Supermarkets plc, Hilmore House, Gain Lane, Bradford, BD3 7DL 

Status/Exchange/Index 
London Stock Exchange/ FTSE 100 

Market cap: £6.10bn (18 Feb 2013) 

Advisers 

Auditor: KPMG Audit Plc 

Solicitors: Gordons LLP, Ashurst LLP, Wragge & Co LLP 

Stockbrokers: Jefferies Hoare Govett, Bank of America Merrill Lynch 

Investment bankers: NM Rothschild & Sons Limited 

Registrars: Capita Registrars 

Staff 131,000 (FY12) 

Last Year End 29 January 2012 
 

 

 

OPERATING SEGMENTS 
 

Retail 

(100% of FY12 

revenues) 

The Group’s principal activity is that of retailing, derived solely from the UK. 
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FINANCIALS 
 

ANNUAL FINANCIAL PERFORMANCE – WM MORRISON SUPERMARKETS PLC 
 

Year end 29 January (£m) 2012 2011 2010 2009 2008 

Turnover 17,663 16,479 15,410 14,528 12,969 

Gross profit 1,217 1,148 1,062 913 818 

Operating profit 973 904 907 671 612 

Profit before tax 947 874 858 655 612 

Net assets 5,397 5,420 4,949 4,520 4,378 
 

 

FY12 GROUP OVERVIEW 

 

 

 

 

 Turnover was £17.7bn, up 7% over FY11. Store sales (excluding fuel) grew by 3.9% to £13.4bn, with a record 11.4 million 

customers coming into the Group’s stores each week. Sales from new stores contributed 2.1% of total growth. 

 Gross profit grew by 6% to £1.22bn during the year. The gross profit margin was 7%, a fall of 10bps against FY11 due to the 

increased proportion of low margin fuel sales in FY12.  

 Profit before tax was £973m, up 8% over FY11. FY12 underlying profit before tax was up 8% over FY10 to £935m driven by 

strong like-for-like
1
 sales performance as well as 37 store openings during FY12.  

 

INTERIM RESULTS 

 

INTERIM RESULTS – 26 WEEKS ENDING 29 JULY 2012 (1H13) 

 Turnover was £8.9bn, an increase of 2.3% over last year. Store turnover, excluding fuel, was up by 1.3%, which included a 

like-for-like (LFL) decrease of 0.9% and a contribution of 2.2% from new stores. 

 Underlying profit increased to £445m up 1% on the prior period. The underlying operating margin of 5.3% was up 0.1%.  

 Profit before tax was £440m, down a 2% over 1H12 (£449m). 

INTERIM RESULTS – 13 WEEKS TO 28 OCTOBER 2012 (3Q13) 

 Turnover. Total sales excluding fuel were down by 0.4% (up 0.2% including fuel) and LFL sales were down 2.1% over the 

same period in FY12 (down 1.3% including fuel). No further figures were provided. 

FINANCING 

In July 2012 Morrison announced that it had successfully launched a £400m 14-year Sterling bond issue (the Bond). The Group 

expects the Bond to be issued with a coupon of 3.5% payable semi-annually and a bullet repayment on 27 July 2026. The joint 

bookrunners for the issue were BNP Paribas, Lloyds Bank, and Santander GBM. The proceeds will be used for general corporate 

purposes. The Bond will extend the average maturity of the Group's remaining debt, reduce the Group's reliance on bank financing 

and diversify and strengthen the Group's overall funding structure.  

 

OUTLOOK 
 

Group Outlook 

In November 2012, in the 3Q13 interim statement, the Group stated: “We expect the market to remain challenging for the remainder 

of the year. However, we continue to manage the business tightly and anticipate that our full year financial performance will  be 

broadly in line with our expectations.” 

 

Analysts’ Outlook 

Analysts estimate that FY13 will see a 2.2% growth in Group revenue to £18.05bn, and revenue growth of 1.5% in FY14 reaching 

£18.32bn.  

 

  

                                                           

1
 Measures store-based sales on the same basis as the previous year, excluding the impact of new store openings, store disposals and the impact 

of major refurbishments and extensions. The measure excludes fuel sales and VAT. 

Turnover 

£17.7bn +7% 
Gross profit 

£1.2bn +6% 
Profit before tax 

 £973m  +8% 
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STRATEGY 
Faced with shrinking market share and lack of penetration in the convenience and online sectors, the Group wants to strengthen its 

brand, enhance its vertical integration, foster UK growth with investment in convenience stores, enhance its efficiency initiative and 

focus on establishing a competitive online offering. Morrisons is placing greater emphasis on fresh, locally sourced, food including: 

 the launch of its Fresh brand which emphasises British produce 

 the M Kitchen range of restaurant style recipes 

 convenience stores which will provide more fresh food 

 the acquisition of a seafood processing business 

 the acquisition of a meat processing facility. 

 

Addressing investor concerns, in March 2013 Morrisons confirmed that it is to open between 70-100 convenience stores by the end 

of its next financial year. In another move to address recent criticism over its lack of an online presence, Morrisons confirms that it 

will launch an online site by the end of January 2014. 

 

DRIVING THE TOPLINE 
 

Strengthening the Brand 

FY12 saw the start of a three year programme of new product development that saw 5,000 new products introduced and will 

include more than 10,000 products re-launched by Christmas 2013. In FY13, the Group stated it will strengthen its brands across, 

home and leisure, and other general merchandise categories. 

 In January 2013, the Telegraph stated that TV personalities Ant & Dec will front a campaign throughout 2013 that will showcase 

the Morrison’s traditional skills. Further, Morrison’s is to sponsor ITV's flagship Saturday night shows Britain's Got Talent and 

Ant & Dec's Saturday Night Takeaway which will run alongside an advertising and brand campaign.   

 In April 2012, Morrisons introduced a new Fresh brand across all of its produce lines. The look of the Fresh design has been 

modernised and streamlined to indicate Morrisons’ focus on British produce.  

 In January 2012, the Group launched M Savers, which replaced Morrisons Value range as the entry level price offering. A total 

of 500 lines were integrated into stores, with almost 100 new lines being introduced. M Savers covers the whole range of 

grocery shop, food and non-food and aims to offer an affordable price point without compromising on quality.  

 In October 2011, Morrisons launched the M Kitchen convenience range.  The launch aims to provide a convenience range with 

restaurant style recipes to rival the high street. The brand will include 150 new lines including a bistro range and a diverse array 

of pan asian and tapas style dishes.  

o The M Kitchen name was chosen to reflect the working kitchen in Morrisons’ headquarters, where professional chefs work 

with Morrisons’ New Product Development teams to develop new, quality fresh food recipes. 

o According to the Group, the response from customers has been extremely positive and M Kitchen sales have increased 

40% over the same categories in FY12.  

 Morrisons also launched its traditional beef breeds programme. This is a longer-term programme, working in partnership with 

over 100 farmers to bring an exclusive range to customers. The range will be available all year round. 

 

Optimising Space and Enhancing Service 

The Group has tried to create a more engaged shopping environment, experimenting with new store formats. During FY12, 

Morrisons transformed 12 stores and introduced 350 more fruit and vegetable products using its new store formats. The Group 

states that the success of this meant produce sales were up 14% and sales in the delicatessen were up over 40% in FY12 (no 

figures provided). 

 Through ‘Fresh Lab’ Morrisons has created a fresh food environment, transforming its produce and flowers sections, 

introducing new ranges and revitalising counters.  

 Through ‘Space Lab’ the Group has found ways to work its space harder and eliminate duplicated items. The Lab has shown 

that it can free up to 750,000 sq. ft. of its existing store space, which will be available for an expanded fresh food offer and new 

ranges such as restaurant quality ready meals and children’s clothing. 

 ‘HOT service’ is an initiative to enhance service culture and ensure that customers always get a friendly experience in its 

stores. Over 110,000 store staff have received service skills coaching.  

 

Grow Throughout the UK 

According to the Group, at the end of FY12 there were still approximately 6.6 million households who do not have a Morrisons store 

in close proximity, with the South of the UK less represented by Morrisons. The Group says the overall target is to add 2 million sq. 

ft. of trading space over the three years, through convenience and superstore formats, to add to its existing 26.7 million sq. ft. of 

space. 

 In FY12, the Group opened 37 new stores (including one replacement), of which 19 were previously operated by discount 

retailer Netto. They have an average size of 8,000 sq. ft. and are therefore much smaller than the majority of the Morrisons 

estate, which averages 27,100 sq. ft. 
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 Net selling space increased by 643,000 sq. ft. (5.2%) during FY12, slightly ahead of the previously announced target of 

600,000 sq. ft., through a combination of new stores, acquisitions and extensions. Of this, 107,000 sq. ft. came from extending 

15 stores in the existing estate. The Group ended FY12 with 12.9 million sq. ft. of net retail space and an estate of 475 stores. 

 In FY13, Morrisons expects to add a further 700,000 sq. ft. Morrisons says that two-thirds of openings in 2013 will be in the 

South and London, and one-third in the North but, in subsequent years 75% of openings will be in the South East. Morrisons 

says new superstores will be on a lease basis to help reduce costs. 

 

INCREASING EFFICIENCY 

In FY13, the Group wants to deliver benefits of £1.3m through improved labour efficiency and better yields. The Group launched an 

efficiency programme in 2008 which is now over halfway through completion. With a team of over 700 people, the programme has 

already delivered: 

 a new central accounting system and a single payroll system 

 12,500 new touchscreens on tills 

 a solution for simplifying cash reconciliations in-store 

 voice picking in distribution centres to increase the accuracy of deliveries. 

 

A key focus in FY12 has been the introduction of a new produce manufacturing solution to the Group’s five manufacturing produce 

sites to improve efficiency. Until FY11, each site was planning independently against daily orders and managing stock levels 

accordingly using manual systems. Visibility of inventory levels and yields was limited. The Group now has consistent methods for 

planning and scheduling, and standard reporting. 

 

Network Efficiency 

 The Group opened a new Regional Distribution Centre (RDC) for the South West at Willow Green, Bridgwater. The new RDC, 

at a capital investment of £105m, enables Morrisons to consolidate service into one efficient centre and will deliver savings of 

£20m annually from FY14.  

 Morrisons is upgrading its core IT systems through its Evolve initiative, a major six year programme of work. This will unlock 

efficiency savings and give it a platform that the Group will need to grow its existing business.  

 

Indirect Procurement 

Examples of savings achieved include: 

 renegotiation and re-specification of packaging across stores and manufacturing 

 the consolidation of waste contracts across stores and packhouses 

 a significant reduction in marketing print costs. 

 

Store Productivity  

Every hour per day that Morrisons saves in all of its stores is equal to approximately £1.4m of annual cost saving. In March 2011, 

the Group launched an initiative to focus on store productivity that has delivered savings of £25m in FY12. The Group states that it 

is on track to deliver its target of £100m by the end of FY13. 

 

CONVENIENCE MARKET 

The UK convenience market presents an opportunity for Morrisons to expand its business. The Group states that the convenience 

market accounts for over £30bn of sales, represents £1 in every £5 spent on grocery and is growing at twice the rate of the rest of 

the UK retail market.  The Group will continue to open more M Locals during the course of FY13 and will adapt its formats to cater 

for local customer needs, such as city centre formats and petrol station solutions. As its convenience estate grows, it will be 

investing in the infrastructure required to support a larger network of convenience stores. It is understood Morrisons plans to open 

at least 70 (and possibly as many as 100) convenience stores by the end of its next financial year with 50 sites confirmed. 

 In February 2013 Morrisons took on the lease of 49 former Blockbuster stores after the chain also fell into administration to 

convert into the M Local format. The purchase will give Morrison quick access to a number of high street locations, particularly 

in the South East of England. 

 Also in February 2013 Morrisons was reported to have acquired seven former Jessops sites after it fell into administration to 

convert into convenience stores. 

 It is also reported that the Group has expressed interest in 20 stores occupied by the collapsed HMV. 

 

VERTICAL INTEGRATION 

In 2010, the Group set out its strategic objective to increase the scope of its vertical integration and to invest £200m in additional 

capacity for relevant fresh categories over three years. Over the last two years, the Group has expanded into several new 

categories. 

 In March 2012, the Group announced plans to launch its own seafood processing business to deliver quality fish into its stores. 

The Group stated it will be acquiring an empty factory in Grimsby and equipping it for seafood production by the end of 2012. 

As a result, Morrisons will be the only major food retailer to source fish direct from the quayside and process it for sale across 

the country. The plan is part of Morrisons’ strategy of manufacturing more of the fresh food that is sold in its stores.  
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o Morrisons has recruited industry experts to lead the business such as Frank Green, who was appointed Head of Seafood 

Trading for Morrisons in January 2012 and was previously at Young’s.  

 In February 2012, Morrisons acquired a 105,000 sq. ft. meat processing facility in Winsford, Cheshire from Vion UK Ltd, a food 

manufacturer. The site is a centralised fresh pork and lamb retail packing plant which has the capacity to expand into beef 

products and increase its overall existing production.   

o This acquisition is the latest in a number of transactions to strengthen Morrisons’ manufacturing capabilities. Morrisons also 

acquired Derby-based FlowerWorld in June 2011, a specialist cut flowers business.  

o Martyn Fletcher, Morrisons Group Manufacturing Director, said: “Owning the manufacturing sites that produce our fresh food 

is crucial to Morrisons because it ensures we can control quality and keep down costs for our customers.” 

 

ONLINE 

According to the Interactive Media Retail Group, the UK industry’s association for e-retail, and the Institute of Grocery Distribution, a 

grocery industry research provider, the total online market in the UK was worth almost £70bn in 2011 and is growing at 16% while 

the online grocery market is worth £6bn and is growing at 19%. The Group wants to develop both an online food and general 

merchandise offer. 

Online Food 

According to the Institute of Grocery Distribution, the online food market is growing fast and is expected to reach £11.2bn by 2016, 

some 6% of the total grocery market. Morrisons does not yet offer an online grocery service. The Group states it does not believe 

any retailer in the UK has achieved the right balance of service to customers and profitable returns for shareholders. 

 Contradicting its earlier sentiment, Morrison said “now is the right time to get into the market” and in March 2013 it was reported 

that Morrisons had entered talks with recently floated online grocer Ocado that could lead to Morrisons licensing Ocado’s 

intellectual property and operating knowledge. Details of the arrangement between the two parties has not clarified but Ocado 

said the deal will not involve Morrisons taking a stake in Ocado. Morrisons says it will launch an online site by January 2014. 

o Kiddicare’s CEO Scott Weavers-Wright, which Morrisons bought in 2011, will help run the online offering alongside Simon 

Thompson, who is the managing director of online food at Morrisons. 

o It is understood Morrisons will initially deliver orders from a ‘dark store’ a supermarket that is not open to the public, in 

Yorkshire. 

 In March 2011, Morrisons took an initial step in online grocery when it acquired a minority stake (c. 10%) worth £32m in Fresh 

Direct, a leading fresh food, online retailer in New York. The Group hopes to leverage the know-how gained from this 

investment for future plans to establish its own online grocery offering. 

 

General Merchandise 

 Kitchenware. In January 2013, Morrisons entered into an alliance with Lakeland, to launch an online kitchenware business in 

spring 2013 as part of the Group’s non-food offering through Morrisons.com. Lakeland's range of kitchenware will sit alongside 

Morrison's existing range of everyday essentials. Initially, fulfilment of orders will be undertaken by Lakeland but Morrisons 

states that in time it will be done by Morrisons. 

 Wine. In November 2012, Morrisons began one of its first ventures into online shopping with the launch of an online wine 

service named Morrisons Cellar. Morrisons stated that it wants to create a £100m wine business within the next three years.  

 Children’s’ lines. In January 2012 Kiddicare.com, acquired by Morrisons in 2011, agreed to take over the leases of 10 former 

Best Buy stores from Carphone Warehouse. Following completion, as the UK’s number one online baby shop, Kiddicare.com 

plans to invest circa £15m to convert the stores to the full Kiddicare offering. This will extend the multi-channel offer currently 

led from its existing flagship store in Peterborough – the largest kids store in Europe.  

o At these destination stores customers will be able to benefit from one-to-one tailored advice, as well as hands-on learning 

about products and free car seat fittings. Some 700 new jobs will be created across the country. 

o In February 2011 the Group acquired Kiddicare for £70m. Turnover in its last full financial year (2010) was £37.5m and grew 

by 75% between 2009 and 2011 using web technology and picking software.  Over 80% of its sales are through the online 

channel.  

o Kiddicare owns a freehold distribution facility in Peterborough and operates the largest baby nursery equipment retail store 

in Europe comprising 160,000 sq. ft. of warehouse, retail and office space.  
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SWOT 
 

STRENGTHS 

 The Group’s vertical supply chain is a competitive advantage that will help to generate sufficient returns 

on capital. Recent strategic acquisitions include a seafood and meat processing business as part of a 

£200m capital investment to enhance fresh food lines. 

 The UK’s fourth largest grocer with 475 stores attracting over 11 million customers each week and a UK 

retail market share of 11.7%. 

 Morrison has avoided price wars to protect profit margins. Between FY08 and FY12 the Group’s 

operating profit increased 60% from £612m in FY08 to £973m in FY12. 

WEAKNESSES 

 Due to sales declines, in FY13 the Group’s market share deteriorated from 12.3% in FY11 to 11.7%. 

 The Group has been slow to set up an online grocery service but has finally decided to launch an online 

site by January 2014 and to take a short-term hit to profits and margins. 

 3Q13 total sales (excluding fuel) were down by 0.4% and LFL sales were down 2.1% over the same 

period in FY12.  LFL sales in the all important December period dropped 2.5% (six weeks to 30 

December 2012), compared to a slight increase of 0.3% in December for the industry as a whole. 

OPPORTUNITIES 

 The Group stands to gain from an online grocery offering. Morrisons estimates the online grocery market 

is worth £6bn and growing at 19%. 

 The Group is planning a roll-out of M Local stores over the medium-term. The convenience market 

accounts for over £30bn of sales and represents £1 in every £5 spent on groceries and is growing at 

twice the rate of the rest of the UK retail market. Morrisons plans to launch between 70-100 convenience 

stores by the end of its next financial year. However, this compares to Tesco’s 1,400 convenience stores 

(as at April 2012) and Sainsbury’s 487 stores (as of 29 September 2012). 

 The Group is aiming to expand its clothing range. Morrisons currently has three stand-alone Peacocks 

concessions and 21 stores are supplied with Peacocks Kids clothing. The retailer intends to expand both 

sales channels in-store. 

THREATS 

 In a report by KPMG/Ipsos Retail Think Tank (RTT) UK real pay is expected to fall in 2013, with inflation 

continuing to outpace pay growth. As a result, household incomes will fall by approximately 0.8% in 

FY13, which is set to dampen consumer confidence for FY13. 

 The Kantar Worldpanel measure of UK grocery price inflation increased sharply to 4.5% for the 12-week 

period ending 23 December 2012. This type of inflation is likely to create pressure on the Group’s profit 

margins. According to the Group, the increase in fuel prices alone in FY12 reduced customers’ 

disposable income by some £600m, income that could otherwise have been spent in Morrison stores. 

 Analysts state that store saturation in the UK Retail sector, with the backdrop of a zero-growth, low 

employment, and stagnant-wage macroeconomic environment, has spawned price wars between the 

UK’s top food retailers.  

 Analysts fear that Morrisons is failing to articulate its differentiated offerings and failing to take on the big 

issues – lack of an online presence and any meaningful convenience presence. The Group has acquired 

a total 56 former Blockbuster and Jessops sites taking its count of convenience stores to around 70. But 

compared to Tesco’s c. 1,400 convenience stores and Sainsbury’s c. 500 stores, Morrison’s lags in this 

respect. 

 

STRENGTHS 

 Vertical integration into fresh food supplies. Analysts point out that the Group’s vertical supply chain is a competitive 

advantage that will help to generate sufficient returns on capital. Morrisons wants to increase the extent of its vertical integration 

and invested £200m in additional capacity for relevant fresh categories between 2010-1013. The Group has made recent 

strategic acquisitions to enhance its vertical integration. For instance, March 2012 the Group established a seafood processing 

business to deliver quality fish into its stores and in February 2012 it acquired a 105,000 sq. ft. meat processing facility in 

Winsford, Cheshire. 

 UK’s 4
th

 largest grocer. The Group is the fourth largest retailer in the UK with 475 stores across the UK. Morrisons attracts 

over 11 million customers each week and a UK retail market share of 11.7%. 

 Growing profits. Unlike the other major food retailers engaged in profit destroying price wars, Morrison has made a strategic 

decision to protect profit margins. Turnover in FY12 was £17.7bn, up 7% over FY11 and profit before tax was £973m, up 8% 

over FY11. This decision has ensured that between FY08-FY12 the Group’s operating profit has increased 60% from £612m in 

FY08 to £973m in FY12.  

WEAKNESSES 

 Loss of market share. Kantar stated in December 2012 that due to sales declines in FY12 the Group’s share of the market fell 

from 12.3% in FY11 to 11.7%. As the Guardian points out, poor interim results during FY13 have been caused by a combination 

of hard-up shoppers being tempted away by discounters such as Aldi and Lidl, while its more affluent customers are shopping 

online. 
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 Lack of online grocery offering. The Group has been slow to set up an online grocery service and it has suffered as a result, 

demonstrated by continued sales declines in FY13. It has taken continued poor results over the FY13 Christmas period for the 

Group to finally consider launching an online grocery store. In March 2013 Morrisons confirmed that its online grocery site will 

go live by January 2014. 

 Poor 3Q13 results and bad Christmas results. In its 3Q13 results, total sales excluding fuel were down by 0.4% and like-for-

like sales were down 2.1% over the same period in FY12. Analysts state that Morrisons’ Christmas trading statement confirmed 

that the slowdown evident in its 3Q statement has continued. Like-for-like sales dropped 2.5% in the six weeks to 30 December 

2012, compared to a slight increase of 0.3% in December for the industry as a whole. In November 2012 it was announced that 

Commercial Director, Richard Hodgson was to leave the business. 

OPPORTUNITIES 

 Online grocery sales worth £6bn. The Group estimates the online grocery market is worth £6bn and growing at 19%. It has 

been reported that Morrisons is set to embark on trials towards the end of 2013, including home delivery. The trials are thought 

to have been approved by the Morrison Board. The Group is also seeking to capture the non-food online market and stands to 

gain from its investments in baby products through Kiddicare, Wine via Morrisons Cellar and kitchenware due to its recent 

alliance with Lakeland.  

 Convenience stores worth £1 in every £5 spent. Since the convenience market accounts for over £30bn of sales and 

represents £1 in every £5 spent on groceries and is growing at twice the rate of the rest of the UK retail market, this expansion 

represents a significant opportunity for the Group to grow long-term turnover and profit.  In February 2013 Morrisons took 

control of a total 56 former Blockbuster and Jessops stores, taking its count of convenience stores to around 70. However, this 

compares to Tesco’s 1,400 convenience stores (as at April 2012) and Sainsbury’s 487 stores (as of 29 September 2012). This 

shows that Morrisons is still far behind its main competitors.  

 Clothing. The Group is aiming to expand its clothing range. In March 2012, the Group hired former Peacocks Managing 

Director Tim Bettley as its first commercial director for clothing. Morrisons has been creating extra space in stores (see Strategy 

regarding extra space) and according to Retail Week, some of this space is likely to be allocated to clothing as Morrisons seeks 

to expand its non-food offering. Retail Week adds that sources suggest Morrisons may use a vertically integrated model in 

clothing as it has done in the grocery industry. Morrisons currently has three stand-alone Peacocks concessions and 21 stores 

are supplied with Peacocks Kids clothing.  

THREATS 

 Household incomes set to fall. In a report by KPMG/Ipsos Retail Think Tank (RTT) real pay is expected to fall further in 2013, 

with inflation continuing to outpace pay growth. As a result, household incomes will fall by approximately 0.8% in FY13, which is 

set to dampen consumer confidence for FY13.  

 Inflation. The ONS Economic & Fiscal Outlook published in November 2012, states that since mid-2012 there have also been 

rises in food commodity prices, particularly  grains, following droughts in the US and parts of Eastern Europe. These rises may 

have an effect on other food commodity prices, such as meat, as they are used for animal feed. The Kantar Worldpanel 

measure of UK grocery price inflation increased sharply to 4.5% for the 12-week period ending 23 December 2012. This type of 

inflation is likely to create pressure on the Group’s profit margins. The Group stated that inflationary effects took their toll on 

disposable incomes during FY12. Market prices for beef and lamb rose by 15% and 11% respectively during FY12. According to 

the Group, the increase in fuel prices alone reduced customers’ disposable income by some £600m in FY12, income that could 

otherwise have been spent in Morrison stores. 

 Competition in a tightly squeezed market triggering price wars. Analysts state that store saturation in the UK Retail sector, 

with the backdrop of a zero-growth, low employment, and stagnant-wage macroeconomic environment, has spawned price wars 

between the UK’s top food retailers. Morrison remains at a major scale disadvantage against Tesco and Asda, which will make 

it difficult for the Group to compete on price on a sustained basis. 

 Failure to address key issues. Analysts argue that Management continues to refer to poor promotions and inarticulate 

communication of its differentiated offer as the key reasons for continued underperformance. Continuing to focus on these two 

issues without tackling head on the rising threat of discounters may be missing the point. The Group risks overemphasizing the 

importance of its marketing initiatives such as the recent sponsorship of ITV's flagship Saturday night shows, instead of its 

discounting, online and convenience store operations.  
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OTHER KEY EVENTS 
 

PEOPLE CHANGES 

 In January 2013, Retail Week reported that Kiddicare appointed Tesco buying director Alex Fisher as its new commercial 

Director as it broadens its business and launches its first major marketing campaign. Fisher joined Kiddicare from Tesco, where 

he was Category Director for central Europe for a number of non-food categories in Poland, Hungary, the Czech Republic, 

Slovakia and Turkey. 

 In January 2013, Nick Collard was appointed by the Group as Group Marketing and Customer Director. Collard will be 

appointed to the Management Board in June 2013 with responsibility for Marketing, Own Brand ranges, Insight, Loyalty, 

Customer Relationship Management and Format.  Casper Meijer, previously Executive Vice President for Merchandising at 

Dutch supermarket group Albert Heijn, will lead the other commercial functions from June 2013 as Group Trading Director. 

 In December 2012, Morrisons stated it would promote Trevor Strain to replace Richard Pennycook as Finance Director. Strain, 

who has worked in senior financial roles at Morrisons will succeed Pennycook (see below).  

o Strain joined Morrisons as Commercial and Operations Finance Director in 2009 from Tesco, where he had worked since 

2002. He became Morrisons' Finance Director, Corporate in 2011. 

 In November 2012, following poor 3Q13 sales performance the Group revealed that Commercial Director, Richard Hodgson 

was to leave the business. Corporate Services Director Martyn Jones stepped into the role on a temporary basis while a 

replacement is sought.  

 In June 2012, the Board announced that Richard Pennycook, Group Finance Director, has informed the Group that he intends 

to step down from the Board and leave Morrisons at the end of June 2013. 

 In March 2012, Morrisons appointed former Peacocks (clothing retailer in Wales) Managing Director Tim Bettley as its first 

Commercial Director for clothing. Sources told Retail Week Bettley was brought in to extend Morrisons’ clothing range and 

launch an own brand fashion line for the first time, pitting it against Tesco, Sainsbury’s and Asda, which have all had success 

with their own clothing ranges. 

 In March 2012, Morrisons moved four of its senior directors into its wholly-owned subsidiary Kiddicare. The Group is bolstering 

Kiddicare’s management team, which included external hires as it prepared to launch a full multi-channel business. The 

changes include the following: 

o Hilary Leam became Commercial Director having been Director for Health, Beauty and Household at Morrisons. 

o Grant Henley became Operations Director having been Business Development Director at Morrisons. 

o Simon Eastwood became Retail Stores Director - formerly Customer Experience Director at Morrisons. 

o Mandy Flatley became HR Director - previously HR Director (Corporate) at Morrisons. 

o Alison Brown joined as Finance Director from the same role at Mothercare International. 

o Retail design consultant Lara Snider joined as Head of Creative. 

o Ken Platt joined as Head of Multichannel from Moda in Pelle. 

o Paul Allen joined as Head of E-commerce from Boots.com. 

o Jody Goodall joined as Head of Solutions Architecture from Autotrader. 

 In January 2012, the Group states that Rebecca Singleton will join Morrisons as Marketing Director. Singleton is currently Head 

of Non-Food Marketing at Sainsbury’s, where she recently led the launch of the grocer’s new Gok Wan clothing range. 

Singleton, who joined Morrisons at the end of March 2012, assumed the responsibility for corporate brand, advertising, in-store 

marketing and print services.  She will report into Corporate Marketing and Operations Director, Richard Lancaster, who will 

continue to have overall responsibility for all marketing communications, corporate campaigns as well as merchandising, space 

and format. 

 

OWN-BRAND LAUNCHES 

 In September 2012, the Group relaunched its Food To Go offer. The new range includes over 90 new and improved lines 

including 15 sandwiches that are freshly made in store, seven sushi lines, six new cake bars and the introduction of Morrisons 

own 250ml orange juice. Individual prices of sandwiches will start at £1 and won’t exceed £2.50. 

 In February 2012, Morrisons launched an M Kitchen vegetarian range in store which will offer a new standard of meat-free 

meals. A total of 19 dishes make up the new M Kitchen vegetarian range including dishes from celebrity chef Atul Kochhar. 

 In January 2012, Morrisons launched its first M Kitchen frozen convenience range – part of the wider M Kitchen roll out which 

will see more than 300 restaurant quality recipes available in store. The new M Kitchen frozen convenience range of English, 

Chinese, Indian and Italian meals. 

 

OTHER 

 In April 2012 the Group stated that it will launch a new “cash-balance” pension scheme for October 2012 that will provide a 

guaranteed pension fund at retirement for employees making it easier for them to plan for retirement. 

 

.
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KEY PEOPLE 
 

BOARD 
 

Sir Ian Gibson - Chairman  

Sir Ian joined the Group as Non-

Executive Deputy Chairman in 

September 2007.  He was appointed 

Chairman in March 2008.  Sir Ian is 

Chair of the Board’s Nomination 

Committee and a member of its 

Remuneration Committee and 

Corporate Compliance and Responsibility Committee.  He is 

a Non-Executive member of the Public Interest Body of the 

UK firm of PriceWaterhouseCoopers.  Previous Board 

appointments include Non-Executive Chairman of Trinity 

Mirror Plc, Chairman of BPB Plc, Deputy Chairman of Asda 

Group Plc, and a Director of Chelys Limited, GKN Plc, 

Greggs Plc and Northern Rock Plc.  He is also a former 

member of the Court of the Bank of England.  Sir Ian enjoyed 

a distinguished 30-year career in the motor industry, most 

recently as President of Nissan Europe. 
 

Dalton Philips - Chief Executive  

Dalton joined the Group as Chief 

Executive in March 2010.  He is a 

member of the Board’s Nomination 

Committee and Corporate Compliance 

and Responsibility Committee.  Prior to 

joining Morrisons, Dalton was Chief 

Operating Officer of Loblaw Companies Limited, Canada’s 

largest food distributor and a leading provider of general 

merchandise, pharmacy and financial products and 

services.  Prior to that position, he was Chief Executive of 

Irish department store group, Brown Thomas.  Between 1998 

and 2005 he worked for Wal-Mart’s international division 

holding a range of commercial positions, rising to Chief 

Operating Officer in Germany.  Dalton started his career as a 

store manager in New Zealand with Jardine Matheson and 

was later regional director of the Company’s Spanish 

supermarket division. 

 

Richard Pennycook - Group Finance Director (to step 

down in June 2013, will be replaced by Trevor Strain  

Finance Director, Corporate at Morrisons).  

Richard joined the Board as Group 

Finance Director in October 2005 and 

has responsibility for finance, IT, 

strategy and multichannel 

development. In June 2012 the 

Company announced that Richard 

intends to step down from the Board and leave Morrisons at 

the end of June 2013. Prior to joining Morrisons he was the 

Group Finance Director of RAC Plc, the quoted specialist 

motoring and vehicle management company.  Previous 

senior roles include Group Finance Director of HP Bulmer 

Holdings Plc, Laura Ashley Plc and JD Wetherspoon Plc and 

Chief Executive of Welcome Break Holdings Plc.  He is also 

Senior Independent Director and Chairman of the Audit 

Committee of Persimmon Plc.  

 

 

Nigel Robertson- Senior Independent Director 

Nigel joined the Group as a Non-Executive Director in July 

2005. In March 2011, the Company announced that Nigel 

had been appointed as Senior Independent Director. He is a 

member of the Nomination, Remuneration, Audit and 

Corporate Compliance and Responsibility Committees and 

was Chair of the Corporate Compliance and Responsibility 

Committee from September 2009 to March 2011. Working in 

the private equity sector, he is the Group Chief Executive of 

Health and Surgical Holdings Ltd. Until the business was 

sold in 2007 he was the Chief Executive Officer of Chelsea 

Stores Holdings Ltd and he was previously the Managing 

Director of Ocado, the online grocery shopping business set 

up in partnership with Waitrose. Prior to this he held senior 

positions in Marks and Spencer Group PLC both in the UK 

and USA. 

Philip Cox – Chair of Audit Committee 

Philip joined the Group as a Non-Executive Director in April 

2009.  He is a member of the Audit Committee and became 

its Chair in September 2009 and is also a member of the 

Remuneration Committee and the Nomination Committee.  

He is also Chief Executive Officer of International Power Plc, 

a position that he has held since 2003, when he was 

promoted from his previous role of Chief Financial Officer 

(2000-2003).  He is a member of the President’s Committee 

of the CBI.  He was a Non-Executive Director at Wincanton 

Plc from 2001 to 2009, having chaired their Audit Committee 

from 2001 to 2008 and was Chair of their Remuneration 

Committee from 2008.  His previous Board position was as 

Chief Financial Officer at Siebe Plc. 

 

Penny Hughes – Chair of the Corporate Compliance and 

Responsibility Committee 

Penny joined the Group as a Non-Executive Director in 

January 2010.  Penny is a member of the Audit, Nomination, 

Remuneration and Corporate Compliance and Responsibility 

Committees. With effect from March 2011 Penny was 

appointed as Chair of the Corporate Compliance and 

Responsibility Committee. Penny is currently a Non-

Executive Director of The Royal Bank of Scotland Plc and a 

trustee of the British Museum.  Penny’s previous experience 

includes 10 years with Coca-Cola GB and Ireland and 

various Non-Executive roles including Body Shop 

International Plc, GAP Inc, Reuters Plc, Skandinaviska 

Enskilda Banken, Trinity Mirror Plc, Vodafone Plc, Home 

Retail Group plc and Cable and Wireless Worldwide Plc. 

 
Johanna Waterous - Chair of the Remuneration 
Committee 

Johanna joined the Group as a Non-Executive Director in 

February 2010.  Johanna is a member of the Audit, 

Nomination, Remuneration and Corporate Compliance and 

Responsibility Committees. Johanna was appointed as Chair 

of the Remuneration Committee with effect from March 2011. 

She is currently a Non-Executive Director of RSA Group Plc, 

Chairman of Sandpiper CI, a Non-Executive Director and 

Senior Independent Director of Rexam Plc and a Non-

Executive Director of Shoppers Drug Mart Corporation, as 

well as being an Operating Partner of Duke Street LLP.  Her 

previous experience includes 22 years with McKinsey & Co, 

London, ultimately as Co-Leader of the firm’s Global 
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Marketing and Sales Practice.  She is a Non-Executive 

Director of the Kew Foundation and of Kew Enterprises Ltd.  

Between 1998 and 2006, she was Chairman of Tate 

Enterprises.  

 

MANAGEMENT BOARD 

 
Neal Austin - Group Logistics and Supply Chain Director 

Neal joined the Management Board in October 2010 and is 

responsible for logistics and supply chain. He joined 

Morrisons in October 2006 from MFI, where, as Logistics 

Director, he was involved in the sale of the retail business to 

private equity. Neal began his career in 1989 with Tesco as a 

graduate trainee in the buying division, where he undertook a 

number of buying and marketing roles, progressing to senior 

wine buyer. He then took a role with Asda as a senior buyer 

and progressed through the supply chain in a number of 

roles before being appointed Supply Director. 

 

Martyn Jones – (Temporary) Commercial Director  

Martyn was appointed to the Management Board in October 

2010 as Group Corporate Services Director, and is 

responsible for policy and technical standards. He joined 

Morrisons in 1990 as Trading Manager and was promoted to 

Trading Operations Director in 1993, Grocery Director in 

1997 and then Senior Trading Director in 2002. Martyn spent 

three years on the Board as Group Trading Director before 

changing role at the end of 2010 to Group Corporate 

Services Director on the Management Board. Prior to joining 

Morrisons, he spent eight years with J. Sainsbury Plc before 

moving into manufacturing with RHM Plc and then 

Campbells, gaining wide buying, marketing and product 

development experience in fresh and frozen foods 

 

Mark Harrison - Group Retail Director 

Mark joined the Management Board in October 2010 and 

was appointed Group Retail Director in June 2011. His 

responsibilities are retail operations, central retail operations, 

retail fuel, retail related projects and group-wide security. He 

joined the Group in 1980 as a management trainee and 

quickly progressed to Store General Manager. After a 

successful career in store management, he held 

progressively senior positions of regional management 

between 1996 and 2004. In 2004 he became Stores Director. 

 

Martyn Fletcher - Group Manufacturing Director 

Martyn became a member of the Management Board in 

October 2010 and is responsible for the Group’s food 

manufacturing operations, including abattoirs, bakeries, 

processing and packing facilities. He joined the Group in 

1985 and has held a number of roles within stores and in 

head office. In 1988, he was appointed as Purchasing 

Manager and promoted to Purchasing Director in 1995. In 

2002, he was appointed to Production Director, responsible 

for the food manufacturing operation, before being appointed 

as Group Manufacturing Director in 2007. 

 

Terry Hartwell - Group Property Director 

Terry was appointed to the Management Board in October 

2010 after joining the Group in May 2009 as Group Property 

Director. Prior to joining Morrisons, Terry was Group 

Property Director for the worldwide operations at Kingfisher 

Plc. He spent 25 years with Kingfisher Plc and, during that 

time, held a number of senior property positions, including a 

spell in front line operations, running the new depot division 

in the mid 1990s. He is a Chartered Surveyor with 

experience in all aspects of commercial property 

development, retail acquisition and property management. 

 

Greg McMahon - Company Secretary and Head of Legal 

Services 

McMahon joined the Group in March 2009 from healthcare 

property company Assura Group Ltd.  

 

Norman Pickavance - Group HR Director 

Norman was appointed to the Management Board in October 

2010 with responsibility for HR. He joined Morrisons as 

Group HR Director in July 2007. Previously, he worked for 

Northern Foods Plc as Group HR and Corporate Services 

Director. Norman began his career with Grand Metropolitan 

Plc’s European food business and then proceeded to spend 

13 years working in the high-tech sector on an international 

basis, working with organisations delivering transformation 

and growth development. Outside of Morrisons Norman is 

currently Chair of CREATE, one of the UK’s leading social 

enterprises helping the homeless back to work and is 

actively involved with supporting children and youth 

development in the community and charitable sectors.
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LIMITATIONS AND RESTRICTIONS OF USE 
 

LIMITATION OF LIABILITY 

This profile uses only publicly available information. We do not validate the information obtained in relation to the services we are 

providing and we shall not be liable for any inaccuracies reported in the material that we source and accept no liability for any loss 

incurred by you relating to actions based on the advice or information provided.  It is your responsibility to verify and val idate the 

information. Brook Intelligence Centre Limited will not be liable for any claims, losses, including but not limited to direct, indirect, 

special, economic and consequential loss or damage (including but not limited to loss of profits, loss of revenue or loss of goodwill), 

whether in contract, negligence or other tortious action arising out of or in connection with the use of the report. 

 

DISTRIBUTION RIGHTS 

This profile is provided for your use only. You may not copy, reproduce, retransmit, sell, publish, licence or otherwise distribute the 

report without our express prior written consent. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


