
John Lewis
profits 
evaporate as 
struggling rivals 
slash prices
LONDON: Profits at John Lewis Partner-
ship were wiped out in the first half of its fi-
nancial year as Britain’s biggest department
store chain was forced to match discounting
by struggling rivals.

Britain’s department stores have been hit
by a squeeze in consumers’ disposable in-
comes, higher property taxes and a rise in
online shopping, with Debenhams issuing a
string of profit warnings and House of
Fraser rescued last month by a deal with
Sports Direct. John Lewis also pointed to
uncertainty caused by Britain’s departure
from the European Union, drawing fire from
British Brexit minister Dominic Raab, who
told BBC Radio 4: “It is rather easy for a
business to blame Brexit and the politicians
rather than to take responsibility for their
own situation.”

The group, which has rebranded its de-
partment stores John Lewis & Partners and
its supermarkets Waitrose & Partners to un-
derscore its employee-owned model, said
profit before one-off items slumped 99 per-
cent to 1.4 million pounds ($1.8 million) in
the six months to July 28, hit by its depart-
ment stores’ pledge to match prices at rivals
and lower sales of big-ticket items.

The group had warned in June that first-
half profits, which are always much lower
and more volatile than in the second half,
would be close to zero. “With the level of
uncertainty facing consumers and the econ-

omy, in part due to ongoing Brexit negotia-
tions, forecasting is particularly difficult but
we continue to expect full-year profits to be
substantially lower than last year for the
group as a whole,” it said yesterday. Chair-
man Charlie Mayfield said discounting was
at the highest level for a decade, and the
number of across-the-board promotions by
struggling rivals had doubled year-on-year.

“Considering the devastating impact that
delivering its brand strapline ‘Never Know-
ingly Undersold’ has had on profits (...) it is
no wonder John Lewis & Partners re-
branded last week, stepping up its new
strategy to shift the focus away from price
and on to service,” said GlobalData analyst
Sofie Willmott.

But Mayfield said the group remained
committed to the price matching pledge it
introduced in its department stores in 1925,
adding the “extremely valuable” promise
was even more relevant in a tough market
than in a strong one.

John Lewis’s 50 department stores and
home shops made an operating loss before
exceptionals of 19.3 million pounds, hit also
by a decision not to pass on all the cost in-
flation from a weaker pound, it said. Like-
for-like sales fell 1.2 percent.

Cool heads required
Mayfield said the market was tough but

Britons had not fallen out of love with shop-
ping, and those retailers that invested in
their offers and in the customer experience
could thrive. “We are determined to be in
that camp,” he said. He said the company
was investing in own-brand and exclusive
products, pointing to early success for its
new John Lewis & Partners womenswear
collection. The group said its upmarket
Waitrose supermarkets were on track to
grow profits for the full year, driven by an
improvement in like-for-like sales from the
first to the second quarter and progress in
rebuilding its gross margin. — Reuters

LONDON: Former British Prime Minister Gordon Brown
warned that the world is on the verge of sleepwalking into an-
other financial crisis because governments have failed to tackle
the causes of the last major financial crash a decade ago.

Britain’s leader when the collapse of the US investment bank
Lehman Brothers triggered the worst financial crisis since the
Great Depression said the world is leaderless and was now en-
tering a period of vulnerability.

“We are in danger of sleepwalking into a future crisis,”
Brown, 67, told The Guardian. “There is going to have to be a
severe awakening to the escalation of risks, but we are in a lead-
erless world.”

Brown said the global economy had failed to introduce an
early warning system and a way of monitoring financial flows
so that it was possible to tell where money had been lent and
on what terms. “We have dealt with the small things but not the
big things,” said Brown, who was British prime minister from
2007 to 2010.

Brown said action against financial wrongdoing had not been
tough enough and that many banks would expect to be bailed

out again in the event of a future crisis.
“The penalties for wrong-doing have not been increased

sufficiently,” he said. “The fear that bankers will be imprisoned
for bad behavior is not there. There has not been a strong
enough message sent out that government won’t rescue insti-
tutions that haven’t put their houses in order.”

Brown said the international cooperation that helped tackle
the global financial crisis ten years ago may not exist today be-
cause countries have become more protectionist.

“The cooperation that was seen in 2008 would not be pos-
sible in a post-2018 crisis both in terms of central banks and
governments working together. We would have a blame-sharing
exercise rather than solving the problem,” he said. A spokes-
woman for Prime Minister Theresa May disagreed with Brown’s
assessment and said Britain has built one of the most robust
economies since 2008.

“We have reformed regulation to put in place one of the
toughest systems in the world and we have made it easier to
deal with any issues that emerge on the banking front,” she
added. — Reuters
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Govts have failed to tackle causes of the last major financial crash 

LONDON: In this file photo, former British Prime Minister Gordon
Brown addresses guests on the issues surrounding Brexit at a Fabian
Society event in Westminster Cathedral Hall, London. —AFP

Trade jitters weighing
on business 
investment: Fed
WASHINGTON:  President Donald Trump’s trade wars
have many US businesses on edge, prompting some to delay
or cut back on planned investments, the Federal Reserve re-
ported Wednesday.

In half the country, meanwhile, a tightening labor shortage
is also cutting into sales and causing some companies to
delay projects, according to the Fed’s latest “beige book” sur-
vey of the economy, which said inflation continued to mount.

The world’s largest economy grew at a “moderate pace”
in the June-July period but growth was “below average” in
the St. Louis and Kansas City regions, according the report,
while manufacturing slowed in the district around Richmond,
Virginia. The Fed is widely expected to raise interest rates at
its next meeting in two weeks to keep a lid on growing infla-
tion amid brisk US economic expansion, steady job gains and
historically low unemployment-a policy that has drawn sharp
rebukes from Trump.

“Businesses generally remained optimistic about the near-
term outlook, though most districts noted concern and un-
certainty about trade tensions-particularly though not only
among manufacturers,” said the report, which gathers ac-
counts from local contacts nationwide. “A number of districts
noted that such concerns had prompted businesses to scale
back or postpone capital investment.”

The report said “six of the 12 districts” pointed to in-
stances where the lack of available workers was eating into
sales caused employers to delay projects.

“Wage growth was mostly characterized as modest or
moderate.” Survey respondents said Trump’s trade wars
had driven up prices for manufacturers and others, which
companies planned to begin passing onto consumers,
while also causing prices for key commodities like soy
beans to plummet. —AFP

LONDON: Shoppers walk past a John Lewis department store on Oxford Street in Lon-
don yesterday. John Lewis announced yesterday that half-year profits had dropped
98.8 percent, as they posted pre-tax profits of GBP 1.2 million for the six months lead-
ing up to July 28. — AFP


