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Project Background

« Heathrow need to make a regulatory submission to the CAA (H8 Submission)
» a key part of the submission is predicted spend per passenger (SPP)

» There have been significant changes impacting passenger numbers and spending that need to
be reflected in the submission. For example:

» Covid and the subsequent recovery

» Post Covid changes in the passenger mix

 Removal of tax-free shopping

« The airport is at near capacity — T3 and TS5 in particular

» The Elizabeth line — potentially impacting Car Parks (not part of today’s session)

» Other factors — especially any implications for making projections from e.g. Mid-East war etc
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Project Purpose

« To understand the drivers of Heathrow SPP and hence be able to provide robust SPP
baseline projections in support of H8

» To achieve this the project has engaged with a wide range of stakeholders to
« draw on key business knowledge and capture relevant data
» sign off data to be used for the modelling
» Review a technical debrief explaining the modelling approach and validating the
modelling outputs

* The purpose of this meeting is to
» provide key Retail insights in support of H8 (Car Parks is being run as a separate
project)
 Summarise and sign off the baseline line projection
* Assumptions
* Output template
* Next steps
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RedRoute Project Scope

Retail Categories

WDF, SST (Total), SST sub-categories (Luxury, Fashion,
Tech/Music, Gifting), F&B, Essentials (Pharmacy & Books
etc)

Car Park revenue (separate project)

Data analysis to be based on January 2014 - September
2024
With Validation Period October — December 2024

Baseline projections to be completed for each category

Specific consideration of:
» Congestion in the Terminals
* Removal of Tax-Free Shopping
 Covid and the Recovery Period
» Changes in Pax Mix
* Opening of the Elizabeth Line (in Car Park Project)

Training and handover of modelling to Heathrow
* Includes documentation, Excel calculation and results
sheets, and post completion support

Out of Scope

Heathrow Express

Bureaux
Advertising Income
Vending

Follow-up CAA requests (for example additional
technical presentations and further analyses & forecasts)

Heathrow
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Project Deliverables

» For categories and sub-categories

« Components of the drivers of performance — and relative importance
« Validation of models based on October to December 2024 data
« Baseline projections from October 2024 by quarter to end 2032

e Handover

 Full training of the Heathrow team to understand and be able to confidently
use the models and produce new versions in the future
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Category Definitions

Retail categories modelled are WDF, SST, Essentials and Food & Beverage (F&B)

Detailed category definitions (signed off at the data debrief) are shown in the appendix. Highlights to note:

WDF includes all WDF and Glorious Britain

 The new Essentials category includes Books and Pharmacy (mainly WHSmith and Boots)
» Itis not directly comparable to previous models where Books & Pharmacy were separate categories

» SST is split into four sub-categories
» Luxury - the largest category, and the definition has remained consistent
» Fashion — includes Affordable Luxury & High Street; not directly comparable to prior models
» Technology and Music - includes mainly Dixons, Sim Local and InMotion (replacing Dixons)
» Gifting - mainly Harrods, with a small number of outlets open in each terminal at any point in time
This sub-category was merged with High Street in the modelling undertaken in previous years so has
no direct comparison with earlier models

 Food & Beverage includes restaurants, cafes and coffee shops. The mix of outlets has varied
significantly, both pre- and post-Covid
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Data used in the Modelling

« Sales
« Passenger (arriving, departing, transferring)
« Economic Data (e.g. inflation, GDP)
* Operational
« Space (acknowledged concerns remain re the historic robustness of this data)
Flight Cancellations
Retail Operations
* One off operational events / Airline Moves
» Congestion
« Marketing
« CRM/WIFI/ Rewards
 Reach
» Marketing Calendars
» Website Analytics
« Customer
» Profiler Measures (incl. Dwell Time and Category Participation)
« Other transport
 Hex passenger volumes
» TfL passenger volumes



Analysis Period
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Redacted

10

To ensure the measured relationships
are representative of current market
conditions, the period from 2006 to
2013 has been removed from the
modelling

« This period had included:
* The financial crisis of 2008/9
« T5 opening in March 2008

 The relaunch of the Heathrow
Reward Card in 2013

Heathrow



Handling Covid
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Redacted

11

Feb 2020 to Mar 2022 (when Covid
restrictions were in place) has also
been excluded from the
modelling

The models are based on the
growth from year-to-year, with the
first year post-Covid (2022/23)
compared to the data in 2018/19

Potential changes in elasticities pre
/ post Covid have been tested and a
variable included to allow for any
other changes between the two
periods

The duty changes introduced in Jan
2021 are captured as part of this

approach Heathrows
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Confidence in the model quality

The model quality remains of a high standard — fit for purpose

pasure Perfect D &E

R-squared
(% of variation in SPP 100% 97% 98% 92% 98% 97% 85% 98% 91%
explained by the model)
Standard error Lo ~_
(% of unexplained variation 0% (\ 21% ) 2.1% 2.0% 3.2% 4.6% 4.1% 4.4% 4.7%
in monthly SPP) S———— -
DWS - randomness of .
unexplained variabilit 2l

P y range of 0 2.0 1.7 (13 ) 2.1 2.1 1.7 15 1.7
(confidence key factors . /

to 4 et

adequately captured)

For any given week we would expect the WDF model to be within +/-4.2% 95% of the time. Across a 12

month period we would expect the accuracy to be approx. +/-1.0%

 The low DWS of 1.3 for Essentials is consistent with previous modelling. There are events that
impact on WHS SPP which may relate to stocking cycles or financial adjustments that have

always been difficult to explain causally
12 Heathrow
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Overview

« Based on the initial stakeholder interviews and subsequent modelling there are key
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sequence of influences on spend related to the passenger airport experience

Macro factors
influencing the
attractiveness of
London as a
destination

As a result the
pax mix changes

Airport
behaviours
change

Congestion
influences
terminal
shopping
priorities

F&B prioritised

Predetermined
purchases —
influenced by the
strength of the
proposition

Critical
purchases

Impulse

14

Heathrow




Overview

Macro factors
influencing the
attractiveness
of London as a
destination

As a result the

pax mix
changes

Airport
behaviours
change
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Congestion
influences
terminal
shopping
priorities

F&B prioritised

Predetermined
purchases —

influenced by
the strength of
the proposition

Critical
purchases

Choosing dine-in Things decided Water, snacks Luxury purses,
« Brexit + Change in age to get seating to buy for the plane bags, scarves,
. China of Chinese pax Avoiding dine-in beforehand Boots, Smiths watches etc are
) & fewer groups owing to queues Click and collect Gifting — such as more impulse
* Hainan DF Luxury Queen’s funeral WDF
* Brands in Dwell time and coronation Use of satellites
China etc Airline baggage Maybe duty free may reduce SPP
» Ukraine War restrictions — for self/friends Revenge spend
o Mid-East War paying for bigger Customer (in particular
bag in cabin satisfaction Availability of from market
means less in (QSM) as a differing F&B research)
hold which potential driver outlet types may
- Store Range means they can of long-term affect total sales
carry less —and trends (possible to test
also less inclined use of multiple
to walk the Outlet Indices)
terminal with
heavy bag More tech savvy
— checking
prices online in
the terminal
before buying
* |Jtemsin have supporting evidence from the modelling
15 Heathrow




Insights approach
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* For the purpose of this debrief the following will be the areas of focus

Macro factors
influencing the
attractiveness of
London as a
destination

As a result the
pax mix changes

Airport
behaviours
change

Congestion
influences
terminal
shopping
priorities

F&B prioritised

Predetermined
purchases —
influenced by the
strength of the
proposition

Critical
purchases

Impulse

16

« There will then be a deeper dive into the following — prompted by discussion at the
Technical Debrief

« Covid effects
« Congestion

« VAT/Duty changes

« Chinese passenger mix changes

« F&B price effects

Heathrow
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Drivers of Category Performance

BIG  SMOKE TAPHOUSE & KITCHEN

SMALL BATCH SMRITS  ALL-DAY BREAKFAST




Total Category Performance

18
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Redacted

03/06/2026

The drivers of total SPP are:
Macro -1.0%
* Pax mix +0.2%
 Behaviours -1.3%
 Congestion -1.3%

Looking in absolute terms to see the
relative importance of each factor

* Macro 5.9% (Redacted)
* Pax mix 0.2%
* Behaviours 1.3%
+ Congestion 1.3%
+ Total 8.7%

The most significant drivers of SPP in

this time period were outside of
Heathrow control — (exchange rates,
economic growth and price inflation)
representing 68% of the variability
Hence it is critical that Heathrow

» Drive performance through

openings/closures and operational

improvements

* Predict and where appropriate
identify actions to mitigate macro
factors

Heathrow
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WDF Drivers of Category Performance

Redacted

19

Note: Other is an underlying category trend

WDF declined by 1.4%

Macro factors (-2.6%) - economic growth and
exchange rates had a significant —tive impact

Passenger mix (+0.3%) may reflect the change
to more leisure, less business travel

Behaviours (-0.8%). Reach is likely to reflect the
change in focus from sales to service

Congestion (-0.2%). This may reflect that for
some this is a critical purchase. At peak times the
impact is likely to be higher (T5 in particular)

Other (+2.0%) reflects

* An underlying +tive performance trend (likely
to reflect the quality of the category
proposition including ranging and
promotions)

» Other includes a +0.4% adjustment to reflect
a +tive SPP impact when economic growth
(for WDF) is below long-term average
economic growth. For other categories the
relationship goes the other way
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SST - drivers of category performance

SST SPP declined by -11.1%

Redacted

20

Macro factors (-0.9%) exchange rates ($ and €)
making purchase prices higher have had a significant
impact. There is a +tive impact of economic growth
driven by US GDP

Passenger Mix (0.0%). There has been no measured
impact. Previous modelling showed a significant —tive
impact of leisure passengers

Behaviours (-2.1%). Reach once again is likely to
reflect the switch to a more service focus
Congestion (-2.5%). Significant impact especially in
T5 at peak times and likely to reflect the scale of
impulse purchasing for this category

Other (-5.5%)

- SST Participation Rates have been in gradual
decline 35% Aug —Dec 2015 v 29% Aug-Dec
2024) (see next slide)

e Other includes some small other factors such as
WIFI usage)

Heathrow



Classification: Confidential

Retail and clothing sales trends (inc switch to online)

Textiles, Clothing and Leather Volume Sales
Large Businesses
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21 Source: ONS Value sales Non-Store Retail vs All Retail excl. Automotive Fuel

2025 May

ONS data shows largely negative growth in volume
sales for large businesses

The +tive growth in early 2025 reflects the very weak
prior year performance

Jewellery / Watches are not available as a category

There is a continued trend towards non-store
retail — Covid seems to have accelerated this trend

although it does appear (for the moment) to be
flattening

If the switch to online continues the impact of this on
SPP would need to be reflected in the H8
submission as an overlay
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Retail and clothing sales trends (inc switch to online)

 Bond Street reported a 0.5% decrease in sales for the full year 2024

* “In Q1 2025, the difference in revenue growth between top-performing brands and others was 1.5
times greater than a year earlier. Leading brands continued to grow, while weaker players lost
ground (Bain&Company)

« Kearney highlight the following drivers of luxury performance

» Global growth slowing. Overall global luxury industry growth is projected at 1 to 3 percent
through 2027 due to persistent inflation and economic challenges in key markets like China, the
US, and Europe.

 Headwinds in key markets. China’s luxury sector faces an uneven recovery, while the US
contends with inflationary pressures and potential tariff-driven trade tensions.

« Consumers demand more. Luxury shoppers are re-evaluating spending and prioritising greater
product value, transparency, and craftsmanship

» In-store experiences evolve. Consumers embrace immersive experiences, prompting luxury
brands to enhance stores with digital tools and sensory features

* One size doesn’t fit all. The global luxury market is increasingly culturally and demographically
diverse, requiring brands to engage multiple segments—Gen Z, Millennials, and aspirational
shoppers to sustain growth

* https://www.consultancy.eu/news/12068/global-luxury-sector-braces-for-downturn-as-demand-weakens H
eal-l 1

22
* https://www.kearney.com/industry/consumer-retail/article/winning-in-a-cooling-market-strategies-for-luxury-brands
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SST - drivers of category performance

Redacted

49

e “Other” reflects the
underlying trend in sub-
category performance

-£4.4m
-£4.4m

Heathrow
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Food & Beverage — drivers of growth

Redacted

24

F&B showed growth of +0.2%

Macro factors (+7.1%). Inflation has had a significant
positive impact F&B performance. It is unlikely that this
will repeat at this scale. Economic growth also contributed
+0.9%

Passenger mix (-0.1%)

Behaviours (-1.8%). Operational factors had a -1.1%
impact (for example flight delays)

Congestion (-0.9%). While there is likely to have been a
+tive impact from congestion (passengers spending
longer in outlets) this is likely to have been offset by
passengers “tethering’. It also needs to noted that
congestion was at peak times and terminal specific. The
modelling covers all terminals and a longer time period

Other (-4.1%) includes
« Real income below the long term trend effect -3.3%

» Otherincludes -0.2% WIFI usage (based on estimated
usage from previous patterns and other unidentified
factors (-0.6%)

Heathrow



Essentials — drivers of growth
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« Essentials growth of +4.0%

Redacted

25

Macro factors (+2.0%) - driven by inflation of
+1.3% and economic growth of +0.7% (driven by
EU (ex UK) GDP)

Passenger mix (+0.7%) Nigeria and the ISC
have the strongest measured relationships with
Essentials

Behaviours (+0.9%). Operational factors
contributed +1.0%

Congestion (-2.3%). This implies a significant
impact for impulse and discretionary spend
Other (+2.8%).

* ¢1.4% of this is due to the opening of
additional WHS outlets in T2 and T3 — and
a step change in performance in 4 out of
6 WHS outlets in T4 (assumed to be store
improvements, ranging etc)

« The remaining effect is likely to be the
handling of stock and other central
adjustments made to the core data which
has historically been an issue in modelling
this category



26

Project Overview
Modelling approach
Category insight
Deeper dive

Key H8 considerations
Building the Baseline Projections {&

Next steps

Y




Dee

- Pre Pos
« Conges
+ VAT/Duty ch:
+ Chinese pass
* F&B price effects



Classification: Confidential

Pre and post Covid Passenger Behaviour

« Some of the largest changes in SPP are seen the 2-years post-Covid period - discretionary spend

Redacted

Z0 7 7 T LA =1 =0TH | B~ s
* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19



Classification:

Pre and Post Covid Passenger Mix

 The average pax mix from 2006-2019 is
very different to 2024

» Less % male (potentially reflecting lower
business travel), More % leisure

« Nationalities increasing:
* India
* North America
« Other

« Nationalities decreasing:
« European countries

« There are likely to be evolving changes in
passenger spend behaviour going forward

29

Confidential

Pre-Post Covid Change in PAX Mix

74%
67%

52% 50%

H2018 m2024

Pre-Post Covid Change in PAX Mix

37% 37%

11% 12%
50 6%
3%
1% 1% . 206 2% 3%
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v
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?@ ?_\»
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Passenger Mix Impacts on SPP — Pax Type

* The previous positive relationship between % male passengers and spend in WDF and SST, UK Business
and the negative on spend from leisure travellers, are much reduced / no longer present.

2025 Model Elasticities 2019 Model Elasticities

SPP Impact of 1% Pt. WDF | F&B | ESS | SST F&B Books / SST Luxury Aff. Tech/M HS/
change in factor Pharma Luxury usic Gifting
- - -0.54 - 0.23 - 0.55 - - - -0.01 0.02 0.01 0.02 0.06 -

% Transfers

% Male - - -0.06 | 0.01 0.04 -0.07 - - 0.04 -0.10 -0.20 0.08 0.25 -0.13 0.15

% UK Business - - - - - - 0.23 - 0.17 0.04

% Business (non-UK) 0.10 | 0.08 - - - - 0.34 - - 0.12 0.03

% Business (Total) - - - - - 0.21 - 0.26 0.02 -

% Frequent Flyers - - - - - - - - - -0.08 - 0.14 0.13

% Leisure - - - -0.03 - - - - - - - -0.18 -0.22 -0.24 -0.27 -0.11
% Arriving - - -0.43

30 Heathrow



Classification: Confidential

Dwell Time in Security

2025 Model Elasticities

2019 Model Elasticities

-0.41

% Impact on SPP of a unit F&B Books / SST Luxury Aff. Tech/M HS /
change in a factor Pharma Luxury usic Gifting
-0.07 -0.33 -0.36 -0.88 -0.27 - -0.31

Dwell Time in Security (+1m) -0.50 | -0.27 | -0.29 | -0.66 -0.42 -1.01 -0.43 -1.34

« Dwell times increased significantly during 2022 and
although they eased in 2023, have been trending
upwards again since then, particularly in T2 & TS

« The post Covid increase partly reflects passengers

arriving earlier and re-familiarising with airport security
protocols

» Security dwell time has reduced the SPP for WDF
and all SST sub-categories — consistent with these
largely being discretionary spend

Security Dwell Time
30

20

10
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* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19

31

Heathrow
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Dwell Time in Security

« Research evidence supports the hypothesis that passengers were arriving earlier and
anticipating less “impulse” spend immediately post Covid

Q To what extent do you agree or disagree with these statementis?

Post Covid-19 airport experience by when last flown: % Strongly Agree + Agree

July 22 = July "23 H July 'Z24 / \

// - = 430\G

c:r"')o

31 4 |mprovement clearly
28

seen in “queuing”

23
time

——

| decided to treat myself at My overall lounge Shaopping at the airport ‘ amived at the airport | had to spend more time

the airport, more than | did deparure experience was seemed good value for é rlier than | normally queueing at the airport
before Covid better than before Cowvid money wauld do before Cowvid than | did before Cowvid

/

\\ /

\ /
/
N
~__."7

Ohirectional arrows indicale significant
difference befwesen July 23 and July
Base: July ‘22 (since Jan '21) = 2713, July "23 (since July '22) = 3750, July 24 (since July '23) = 3833 24 with 35% confidence Hea.l. '11*4-\1 AS
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Congestion — data used

« The impact of congestion in the terminals has been measured by
« “Actual’ (or “Physical”) congestion — pax per square metre of terminal / retail space

» Perceived congestion — QSM data measuring the % of passengers stating the terminal as crowded/very
crowded

Redacted

T Il I W W o
* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19
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Congestion - elasticities

2025 Model Elasticities 2019 Model Elasticities
‘Actual’ Congestion: F&B Books / SST Luxury Aff. Tech/ HS / Gifting
% Impact of SPP of Pharma Luxury [ Music
Departure Lounge 011 | -040 | 117 | 019 | -0.20 -0.15 2003 | -007 034 -143 010 023 008 -041 -0.20 -0.53

(+1 Pax per m?)

Perceived Congestion: WDF

% Impact of SPP of

QSM +1% Pt. Stating:
Crowded / Very Crowded

QSM +1% Pt. Stating:
Very Crowded

+0.23

-0.11 - - -0.30 -0.35

- WDF. ‘Actual Congestion’ elasticity is lower than previously (-0.11 v-0.34) but now with an additional effect from
Perceived Congestion (-0.11) making -0.22

« F&B. Pax/SgM elasticity is lower (-0.40 v -1.43) and there is a positive benefit from Perceived Congestion (0.23). The
net effect is still negative in total but much lower in the post-covid period. This would appear to be consistent with ‘seat-
tethering’

- Essentials. The elasticity is not directly comparable with 2019 because of the redefined categories but broadly the
sensitivity remains similar. However as the level of congestion is now higher, the net effect on sales is a bigger —tive than in
the pre-Covid era

« SST. The “Actual Congestion” elasticity for SST is similar to before (-0.19 V -0.23), but the total impact is now much higher
because of the additional effect from Perceived Crowding (-0.30). There seems to be pre and post Covid behavioural
changes in luxury in particular with congestion more significant (-0.20 v -0.08)

34 Heathrow
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Congestion — should retail space be released?

SPP Impact due to | SPP Impact due to | Net Impact on SPP
Reduced Reduced Outlets
Congestion

Decrease in Pax

per SQM

1%

0.0%

-0.5%

-0.4%

2%

0.1%

-0.9%

-0.8%

3%

0.2%

-2.3%

-2.1%

4%

0.4%

-4.6%

-4.2%

Decrease in Pax

Net Change in SPP by Category

__ WDF | SST | F&B | Essentils_

per SQM
1% -0.6% -0.5% -0.3% -0.1%
2% -1.1% -1.0% -0.6% -0.2%
3% -2.8% -2.6% -1.4% -0.5%
4% -5.7% -5.1% -2.8% -1.0%

35

Decreasing congestion in the
terminal by reducing outlets
will negatively impact SPP

There is no evidence to suggest
that the effect varies by terminal

The trade-off is being able to
release retail space without
impacting on the Outlet Index -
either by ensuring all their
turnover is diverted to other
outlets or by removing only
the very least productive units
so the impact from reduced
outlets does not offset the gain
from reduced Pax per SgM”

Heathrow
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Congestion — are there tipping points related to congestion?
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* The years in the charts relate to 2019,
2022, 2023 and 2024

» There are clear differences in congestion
perception in the terminals

* T2 has the same level of perceived
congestion but at a significantly higher
pax per sgm

« T3 and T5 are broadly similar — and the
level of actual congestion is reflected in
the pax perception
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Congestion — are there tipping points related to congestion?
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» Looking at the monthly data there is a clearer
pattern

* TS would need to be below ¢35 pax per
sgm to make a significant change in
perception (crowded/very crowded)

* T3 would need to fall to ¢25 pax per sqm
to make a significant difference in perception

* Bringing T2 to T4 levels (c15 pax per sgm)
would on average halve the crowded/very
crowded perception — although from an
already “low” perception

Heathrow
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Should Luxury space be reallocated to F&B?

38

» Looking at the number of passengers per F&B outlet across
terminals shows Terminal 5 has the busiest outlets and hence
most in need of actions to reduce congestion

 Luxury has a higher elasticity than F&B for relative space
performance (the outlet index) — this means that reallocating
space from Luxury to F&B will reduce SPP
 Reallocating 10% of Luxury space to F&B would decrease
SPP by redacted
* In order to regain this SPP, the perception of Very Crowded
would need to decrease by c. 7.8%pts. It is unlikely that the
space reallocation would achieve this scale of change
* It is also assumed that there are no operational constraints in
this type of space reallocation

Annual Pax per F&B Outlet

1600000

1400000

1200000
1000000
800000
600000
400000
200000
0

Terminal2 Terminal3 Terminal4d Terminal 5

Annual Pax per Oulet

M Coffee Shops™ M Other

* Coffee shops includes Café Nero, Starbucks and
Costa Coffee only. Only outlets open for greater than

6 months included (pop-ups excluded)
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Duty Changes (Availability of Duty Free, and Ability to Reclaim VAT)

« Both Duty and VAT changes were implemented in January 2021 (back end of the Covid
lockdowns). InMotion replaced Dixons at the same time

* This makes it hard to isolate the individual impacts of the Duty Changes, VAT Free shopping,
Covid and other impacts

« Whilst there is evidence of a potential lagged effect VAT Free shopping (see next slides) there is
not enough post Covid data points to assess this

39 Heathrow
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Duty Changes - awareness

40

Q On 1% January 2021, the UK government changed the laws around VAT-free shopping. Previously, shops in UK airports could sell goods VAT-free to
passengers travelling outside the EU. Mow, VAT is required to be paid on all purchases made in airports, regardless of where you are travelling. Before
today, had you heard of this change in law?

33% now believe

not VAT-free
Awareness of VAT change: Recent Heathrow flyers versus 41% last

July

a0 -
\44 A5
* 4.3
40 - 39 N 39
37
34 34 a1 33
= 307 28
m
-3 3o _1/—/* 23
20 - i
10
0 . . r . . )
Mov 21 July '22 Jan'23 July '23 Jan '24 July "24

| hadn't heard airport shopping could be VAT-free, or that the law was recently changed

| knew airport shopping could be VAT-free, but hadn't heard the law was recently changed to abolish it

| had heard about the recent change in the law that ended VAT-free airport shopping

&0
Base: Mow'21 (since March '20) = 8B4, July "22 (since Jan "21) = 688, Jan '23 (since Jan "22)= 1278, July "23 (since Jan "23) = 700, Jan '24 (since Jan "23) = 1882, July '24 (since Jan '24) = 301

Heathrow
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Duty Changes — impact on price perception

41

There has been a significant increase in those aware of the law change regarding the end of VAT-free

shopping:

—  34% are now aware of the law change {only 23% were last July)

—  Qwer the same time period, the % believing airport shopping is VAT-free has fallen from 42% to 35%

The impact of the VAT change may be declining among those aware of the change — the % claiming it will

make them much less likely to shop at a UK airport has declined from 29% last July to 23% this July.

Awareness of the VAT-free law change has
negatively affected both price perceptions and
future purchasing of watches/jewellery,

electronicsftechnology, formal wear and footwear.

It has further negatively affected price perceptions,
but not purchasing, of fragrance/skincare,
sports/casual wear, luxury goods, clothing
accessories, and books/magazines.

It has also negatively affected price perceptions, but
not purchasing, of alcohol and cigarettes/tobacco

by the VAT-free law change, suggesting some
confusion over which categories were previously
VAT-free.

Food and drink [ eating out

Negative effect on
price perceptions

Negative effect
on purchasing

Fragrance and skincare

Sports and casual wear

Toys and games

Watches and jewellery

Elecironics/technology

Alcohaol
Luxury goods

Clothing accessaories

Cigarettes and tobacco

Toiletries/healthcara

Formal wear

Footwear

Books/magazines

KK XK KK SR XICK X

X< XXX X <X XX X

Heathrow
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Duty Changes — measured effects

Estlmated net impact on SPP o 0 0 i Cannot be sepz Mttdfom
of Duty / VAT changes (%) 2% -15% -13% o ete

Luxury Fashion Tech/Music Gifting
(Aff Lux in (Incl HS in
2019) 2019)

* Th RedRoute conclusion is that

 WDF experienced a decline in SPP due to the removal of excise duty and VAT
on alcohol and tobacco products

« SST experienced a more significant decline, driven by the impact on purchases
of luxury products

42 Heathrow
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Duty Changes — comparing to Heathrow internal analysis

» Heathrow expected larger measured impacts based on internally completed analysis (‘May 2025
Update - Heathrow Airport Limited Information to HM Treasury’)

 This report shows the change in Income per pax seen following the change in VAT and Duty policy
in January 2021

« WDF : -14%
 Luxury: -53%
 Affordable Luxury and High street: -33%

* There are three differences in approach comparing Heathrow and RedRoute
» Heathrow are focused on Income per Pax whereas RedRoute have modelled SPP

* There are different time periods, Heathrow 2025 Q1 v 2019 Q1, RedRoute 12 months to
April 2023 versus 12 months to April 2019

* RRI have isolated the effect of a range factors driving SPP whereas Heathrow have
attributed ALL of the decline in the quarter to the change in the VAT and Duty policy —
whereas it is only one factor impacting SPP

43 Heathrow
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Duty Changes — comparing to Heathrow internal analysis

Redacted

a7

 Both Heathrow and RedRoute show a
significant overall decline in SPP

« WDF — Heathrow -14% RedRoute -18%

« SST — Heathrow Luxury -53%, RedRoute
overall -33%

 The RedRoute analysis has isolated a range of
other factors that have driven category
performance - not just duty changes. This means
that the Heathrow effects are overstated

* One can argue that the marketing effects (WDF
-6.7% and SST —5.3%) are partly explained by
the duty changes. This would make the Vat
effect for WDF -8.7% and SST — 19.9%

Heathrow
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Chinese SPP

SPP Impact of 1% Pt.

change in factor

-0.99 0.17 - 0.67

China Nationality 0.34 - - - - 0.38
-0.22 0.62 0.53 - - -1.90 -1.99

China Destination 0.50 - - 0.90 0.94

» Heathrow queried the size of the RRI measured China profiler elasticity. They were surprised that
the coefficients were stronger than previously as they felt that spend per China pax had reduced

following the VAT policy changes

» The destination variable has the strongest coefficient for both WDF and SST and so is the focus
here (as opposed to nationality)

» Further analysis indicates that it is the post Covid period that is driving the strength of the coefficient.

* One hypothesis for the higher sensitivity v lower Heathrow perception of Chinese pax spend is the
there may be lower overall spend due to there being fewer Chinese passengers but that those
who are travelling have a different “profile” and may have different purchase criteria and are

willing to spend in Luxury

Heathrow
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F&B Price Elasticity

» The price elasticity for F&B has increased from 0.42 to 1.06.
There was Heathrow surprise at this increase

* The increase may partly be explained by

* A change in the metric used in the modelling — from
General RPI to Restaurants & Café RPI in the latest
model

» The previously calculated price elasticities ranged from
0.9in 2013 to 0.42 in September 2019 — there is
therefore a precedent for this level of elasticity

« Comparing pre and post Covid shows increased
sensitivity post Covid: 0.99 v 0.71. This may partly be
explained by the significant inflationary pressures
post Covid

* Market research also demonstrates that there is clearly a
higher price perception

46

Q How would you rate the price of the following products in UK airper departure lounge shops relative to the prices
away from the airpori?

Price perceptions July ‘24: Comparing all future flyers and future flyers likely to buy - % more
expensive less % cheaper

nLikely fo fiy nesxt 12 months & Likely to fly next 12 months and likely to buy on next trip

Cigarettes and
fobacco

7

Eating out/ Food and dripk *
g /prﬁ

\\/

*NE Question about price perceptions
relates to eating out, quesfion about likely
purchasing relates to foed and drink

= significant
difference with
95% confidence
Base: Likely to fly from any airport in the next 12 menths = 3624, likely to buy cigarettesftobacco = 469, alcohel = 242, food and drink = 2183

Heathrow
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Project Overview
Modelling approach
Category insight
Deeper dive

Key H8 considerations
Building the Baseline Projections &

Next steps
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 What we have done:

« Shown confidence in the models and that
they are fit for purpose

- Identified key factors influencing category
spend — especially macro factors

- Shown congestion opportunities for
Heathrow

« Confirmed the significance of Duty/Vat
change but demonstrated that the Heathrow
effect is overstated

* While there is evidence that the post Covid
patterns of behaviour are settling down
there remain some uncertainty

 Highlighted the importance of changing pax
mix

» We will now go onto look at H8 implications and
the role of the baseline projections that we will
provide to Heathrow




Key H8 Considerations

Key Considerations

Classification: Confidential

SST

Exchange Rates

The most significant driver of
performance for WDF — a key
sensitivity for this category in H8

» Significant impact for Luxury
and Tech. This is consistent
with the anecdotal evidence of
higher wealth individuals
checking prices online before
making a purchase and or
buying elsewhere

* For Fashion the effect is
smaller

Inflation

Significant food inflation
impact — benefiting sales
performance. Unlikely to
be repeated and may have
changed pax price
perceptions and behaviour
Key performance
assumption for H8 — and
needs to specifically
consider Food inflation

Significant inflation impact —
benefiting sales performance which
needs to be considered in H8.
Unlikely to be repeated

Real Income Growth

There is a —tive SPP impact when
economic growth is above the long-
term average economic growth (due
for example more families travelling

in better economic times — but this
decreases the % of passengers able

to buy alcohol and tobacco)

There is a +tive SPP impact when economic growth is above the long-term average economic growth.

Duty Free/VAT Changes

Relatively small impact

Significant impact — there is some
evidence that there may still be a
residual lag effect that may
impact performance




Key H8 Considerations

Any Key Considerations

for this Factor

F&B

Congestion

While there is a —tive effect it is
small relative to SST and F&B —
implying that the strength of the
proposition and/or being perceived
as a critical purchase limits the
impact

This has a significant —tive impact
on SST performance. Finding
ways to ease but not at the
expense of retail space is a
priority

While congestion is a key
driver of volume and sales
performance there is an
overall —tive effect driven
by seat tethering
Reducing congestion and
or finding ways to increase
F&B table turn is likely to
increase SPP

This has a significant —tive impact
on ESS performance implying that
discretionary elements of pax
purchasing has been —tively
impacted. Finding ways to ease but
not at the expense of retail space is
a priority

Security dwell time

-tive impact on all categories. Addressing this will improve SPP — as long as it doesn’t exacerbate terminal congestion

Reach

This has been a significant driver of
SPP historically. Switching to a more
service orientated proposition is
likely to have a —tive impact on
future category specific performance

This has been a significant driver
of SPP historically. Switching to a
more service orientated
proposition is likely to have a —
tive impact on future category
specific performance

Passenger mix

Decline in male pax, business pax and increase in leisure (more short haul destinations?) and more passengers from ISC is highly likely to change
the purchasing behaviours through H8

Post Covid

While the patterns have stabilised significantly there is still some uncertainty as to the new “normal” in terms of passenger behaviour

50
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Key H8 Considerations

Key

Considerations

Classification: Confidential

SST

The category seems to have
over performed — possibly due
to the strength of the
Category trends proposition and potentially use
of promotional mechanics.
The challenge is whether this
can be sustained

The purchasing dynamics have been changing in this
category making H8 projections fraught with difficulty
» Post Covid revenge spend which boosted post Covid
performance has now dissipated
* Increased international (airport and general e.qg.
China) competition has impacted category
performance
* Relative brand strength moving forward — luxury
brands for example have had a better relative
performance than mid luxury brands
* The switch to online shopping if continued may
impact SPP and need to be treated as a —tive impact
in an H8 overlay. If it has plateaued then there is no
need for an adjustment
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Project Overview

Modelling approach

Category insight

Deeper dive

Key H8 considerations

Building the Baseline Projections

Next steps




Defining a baseline projection

* Projected SPP by quarter through to
Q4 2032 based on

* an “as is” scenario — so
patterns and relationships are
consistent with current
performance

Heathrow provided pax and
macro assumptions

 there being no significant
Heathrow changes (these are
added by Heathrow as overlays)

 Heathrow apply overlays to this
Baseline — reflecting any management
initiatives such as changes to the airport
estate etc




Heathrow macro assumptions

GDP Growth (US, EU, Oxford Economics ROW combination provided is different to

China, ROW) projection the data used in the modelling
UK Volume RSI Oxford Economics
projection
CPI (clothing, CPI all items Category specific CPI not provided
restaurants+café, books+
news+stationery)
Xrates (Dollar, Euro, Yuan, Oxford Economics *  ROW combination provided is
ROW) projection different to the data used in the

modelling
* Thereis no change in X-rates
assumed beyond 2026

M a4 2026 | as 2027 | 042028 | a4 2029 s 2030 | 0 2031 | a4 2032

3.1% 1.9% 2.0% 20% | 20% | 20% | 20% | 2.0%
UK GDP, vearly 1.0% 1.9% 1.8% 17% | 1.8% | 1.8% | 1.8% | 1.8%
gof]scuon:pfi’;% Household 1.2% 1.5% 1.5% 16% | 18% | 19% | 1.8% | 1.9%
RoW. World GDP 2.8% 3.0% 3.2% 32% | 32% | 31% | 32% | 3.1%
Exc rate, $/£ 124 124 124 124 | 124 | 124 | 124 | 124
Exc rate, €18 119 119 119 119 | 119 | 119 | 119 | 119

54
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Baseline Projection Output Template — example

Redacted

55
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Using the Baseline Projection Template

56

Elasticities can be replaced with ones considered to be more reliable / reasonable /
appropriate. The integrity and audit trail of these changes resides with Heathrow

An audit trail is critical - copies of the whole Template (data and results) not just the outputs
must be kept

Sensitivity analyses should be used to understand which factors have the most impact on
the outcomes and therefore need to be given a higher level of scrutiny (input data & elasticities)
« This is critical given the demonstrated sensitivity of key categories to for example changes

in exchange rates and inflation

Heathrow



57

Project Overview
Modelling approach
Category insight
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Next Steps

58

RedRoute to provide Baseline
projections (target is within the next
week)

Knowledge transfer and handover

« RedRoute will consolidate all of
the key modelling information

« Heathrow to provide details of
who are the key recipients of this
information and the approach to
facilitating the handover

Car parks revenue is being run as a
separate project with the final debrief
scheduled for February 2026
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Category Definitions - WDF

60

Terminal 2 Terminal 3 Terminal 4

LHR2A: WDF GLENMORANGIE HOUSE LHR3A: GLORIOUS BRITAIN LHR4A: GLORIOUS BRITAIN

LHR2A: WDF ARRIVALS LHR3A: WDF ARRS SHOP LHR4A: WDF ARRS SHOP

LHR2A: WDF DIOR LHR3A: WDF EXPRESS STORE LHR4A: WDF CIP (MOLTON BROWN)

LHR2A: WDF EXPRESS LHR3A: WDF FCC SHOP LHR4A: WDF GUCCIWATCH POP-UP

LHR2A: WDF FAME/PACO RABANNE LHR3A: WDF HAUTE PARFUMERIE LHR4A: WDF JO MALONE

LHR2A: WDF MAIN LHR3A: WDF JO MALONE LHR4A: WDF MAIN

LHR2A: WDF T2B SATELITE LHR3A: WDF MAC LHR4A: WDF TRANSFER SHOP
LHR3A: WDF MAIN LHR4A: WDF WORLD OF WHISKIES
LHR3A: WDF SUNGLASS BOUTIQUE LHR4A: X WDF BEAUTY STUDIO (5
LHR3A: WDF WORLD OF WHISKIES LHR4A: X SIMPLY CHOCOLATE
LHR3A: XWDF PERFUME GALLERY LHR4A: XWDF DIAGEO T/A EXPLOR
LHR3L: GLORIOUS BRITAIN LHR4A: X WDF DIOR BEAUTY

LHR4A: XWDF PANDORA POP-UP

Terminal 5

LHR5A: BOWMORE

LHR5A: GLORIOUS BRITAIN (RU303
LHR5A: L'OREAL

LHR5A: WDF ARRIVALS NORTH
LHR5A: WDF ARRIVALS SOUTH
LHR5A: WDF COLLECTION

LHR5A: WDF EXPRESS/ TRANSFER
LHR5A: WDF HAUTE PERFUMERIE BO
LHR5A: WDF JACK DANIELS

LHR5A: WDF MACALLAN WHITE BOX
LHR5A: WDF MAIN T5

LHR5A: WDF SAT B COLLECTION LH
LHR5A: WDF SAT B COLLECTION SP
LHR5A: WDF SUNGLASSES BOUTIQUE
LHR5A: WDF T5C

LHR5A: XWDF CHANEL POP UP NOR
LHR5A: XWDF CHRISTIAN DIOR PO
LHR5A: XWDF GVC

LHR5A: XWDF MOET HENNESSEY PO

Heat

hrow



Category Definitions — Luxury
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Luxury

Terminal 2

LHR2A: BOTTEGA VENETA
LHR2A: BURBERRY
LHR2A: BURBERRY (NEW)
LHR2A: DIOR

LHR2A: FINE WATCH ROOM HARRODS

LHR2A: FRANK SMYTHSON LTD
LHR2A: GUCCI

LHR2A: GUCCIPOP UP

LHR2A: LE CAFE BY CYRILLIGNAC
LHR2A: LOUIS VUITTON

LHR2A: MULBERRY

LHR2A: MULBERRY POP UP
LHR2A: NUANCE BVLGARI

LHR2A: ROLEX

LHR2A: SAINT LAURENT

LHR2A: TIFFANY

LHR2A: XBURBERRY T2 POP UP
LHR2A: XHARRODS MICHAEL KORS
LHR2A: X ROLEX

LHR2A: BOTTEGA VENETA POP UP

Terminal 3

LHR3A: XHARRODS ETRO

LHR3A: BURBERRY

LHR3A: BURBERRY TEMP

LHR3A: CHANEL

LHR3A: CHANEL TEMP

LHR3A: DIOR

LHR3A: FENDI

LHR3A: FRANKSMYTHSON

LHR3A: GUCCI

LHR3A: HARRODS BOUTIQUES AIRSI
LHR3A: HARRODS FERRAGAMO
LHR3A: HARRODS LONGCHAMP
LHR3A: HARRODS MAXMARA
LHR3A: HARRODS MULTIBRAND & M
LHR3A: HARRODS NEW CARTIER
LHR3A: HARRODS NEW MONT BLANC
LHR3A: LOEWE

LHR3A: LOUISVUITTON

LHR3A: MONCLER

LHR3A: MULBERRY NEW

LHR3A: MULBERRY POP UP

LHR3A: NEW GUCCI

LHR3A: NEW GUCCIPOP UP

LHR3A: NUANCE BULGARI

LHR3A: NUANCE HERMES

LHR3A: TIFFANY

LHR3A: TIFFANY & CO

LHR3A: WATCHES OF SWITZERLAND
LHR3A: X GUCCI

LHR3A: XHARRODS RALPH LAUREN
LHR3A: X NEW BALLY

LHR3A: X NEW WATCHES OF SWITZE
LHR3A: X PRADA MIU MIU

LHR3A: X WATCHES OF SWITZERLAN
LHR3A: YVES SAINT LAURENT

Terminal 4

LHR4A: BOTTEGA VENETA
LHR4A: BURBERRY

LHR4A: FENDI

LHR4A: FENDIPOP UP

LHR4A: HARRODS CARTIER
LHR4A: HARRODS FERRAGAMO
LHR4A: HARRODS LONGCHAMP
LHR4A: HARRODS MONT BLANC
LHR4A: HARRODS MULTIBRAND
LHR4A: HUBLOT

LHR4A: LOUISVUITTON

LHR4A: LOUIS VUITTON POP-UP
LHR4A: MULBERRY

LHR4A: GUCCI

LHR4A: NUANCE BVLGARI
LHR4A: ROLEX

LHR4A: SAINT LAURENT

LHR4A: SMYTHSON

LHR4A: VALENTINO

LHR4A: WATCHES OF SWITZERLAND
LHR4A: XAURUM POP UP

LHR4A: X BALLY

LHR4A: X BURBERRY POP UP
LHR4A: X GUCCI

LHR4A: XHARRODS ALEXANDER MCQ
LHR4A: X HARRODS BALLY

LHR4A: XHARRODS CARTIER
LHR4A: XHARRODS DUNHILL
LHR4A: XHARRODS ETRO

LHR4A: XHARRODS FERAGAMO RU40
LHR4A: XHARRODS MICHAEL KORS
LHR4A: X HARRODS MISSONI
LHR4A: XHARRODS MONT BLANC
LHR4A: XHARRODS VALENTINO
LHR4A: X HARRODS VERSACE
LHR4A: XHARRODS ZEGNA

LHR4A: XMCM PRODUCTSPOPUPT
LHR4A: X NEW GUCCI POP UP
LHR4A: X NEW ROLEX BOUTIQUE
LHR4A: X NEW WATCHES OF SWITZE
LHR4A: X WATCHES OF SWITZERLAN
LHR4A: XHARRODS ETRO

LHR4A:X MULBERRY GATE 8

Terminal 5

LHR5A: ANYA HINDMARCH
LHR5A: BOTTEGA VENETA
LHR5A: BURBERRY (NEW)
LHRS5A: CARTIER (HARRODS)
LHR5A: CHANEL

LHR5A: DIOR

LHR5A: HARRODS ARMANI
LHR5A: HARRODS CHLOE
LHR5A: HARRODS DUNHILL
LHR5A: HARRODS FERRAGAMO
LHR5A: HARRODS GENERAL STORE (
LHR5A: HARRODS GVC

LHR5A: HARRODS HUGO BOSS

LHR5A: HARRODS LOEWE

LHR5A: HARRODS LONGCHAMP
LHR5A: HARRODS MULTIBRAND
LHR5A: HARRODS RALPH LAUREN
LHR5A: HARRODS VALENTINO
LHR5A: HARRODS YSL

LHR5A: HARRODS ZEGNA

LHR5A: HEWI

LHR5A: LOUISVUITTON

LHR5A: MONT BLANC (HARRODS)
LHR5A: MULBERRY

LHR5A: GUCCI

LHR5A: NUANCE BVLGARIPOP UP
LHR5A: NUANCE HERMES

LHR5A: PRADA

LHR5A: ROLEX

LHR5A: SMYTHSON

LHR5A: TIFFANY

LHR5A: WATCHES OF SWITZERLAND
LHR5A: X BURBERRY

LHR5A: XBURBERRY POP UP
LHR5A: X DOLCE & GABBANA
LHR5A: X GOLDSMITH M+W ROLEX
LHR5A: X GOLDSMITH MAPPIN + WE
LHR5A: X GUCCI

LHR5A: X HARRODS CARTIER
LHR5A: X HARRODS STELLA
LHR5A: XHARRODS TODS

LHR5A: XHARRODS WHITE BOX
LHR5A: XMAPPIN & WEBB TEMP
LHR5A: X NEW ROLEX

LHR5A: XNEWWOS

LHR5A: X NEW* WATCHES OF SWITZ
LHR5A: X NUANCE BVLGARI
LHR5A: XROLEX BOUTIQUE
LHR5A: X SMYTHSONS

LHR5A: X TIFFANY

LHR5A: XXOMEGA POP UP

LHR5A: GUCCI

61
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Category Definitions — Affordable Luxury / High Street

Affordable Luxury / High Street
Terminal 2

LHR2A: CASE LONDON LIMITED
LHR2A: CASE LTD
LHR2A: HUGO BOSS
LHR2A: KATE SPADE
LHR2A: KURT GEIGER BOUTIQUE
LHR2A: PAUL SMITH
LHR2A: SUNGLASS HUT
LHR2A: SUNGLASS HUT (OLD)
LHR2A: THOMAS PINK
LHR2A: ACCESSORIZE
LHR2A: JD SPORTS
LHR2A: JOHN LEWISPLC
LHR2A: TED BAKER
LHR2A: TED BAKER PLC
LHR2A: X ACCESSORIZE POP UP

Terminal 3

LHR3A: CASE LONDON LIMITED
LHR3A: HUGO BOSS

LHR3A: KURT GEIGER

LHR3A: KURT GEIGER X

LHR3A: NEW PAUL SMITH
LHR3A: RAY BAN POP UP
LHR3A: SUNGLASS HUT

LHR3A: XHARRODS SWAROVSKI
LHR3A: XKURT GEIGER

LHR3A: X NEW ROLLING LUGGAGE
LHR3A: X PAUL SMITH

LHR3A: XTHOMAS PINK
LHR3A:X PAUL SMITH

LHR3L: XROLLING LUGGAGE
LHR3L: XTIE RACKROLLING LUGG
LHR3A: ACCESSORIZE

LHR3A: JACKWILLS

LHR3A: SUPERDRY

LHR3A: TED BAKER

LHR3A: X ACCESSORIZE LTD
LHR3A: XZARA

LHR3A:TED BAKER

Terminal 4

LHR4A: APM MONACO

LHR4A: CASE LONDON LIMITED
LHR4A: KURT GEIGER

LHR4A: KURT GEIGER X

LHR4A: LACOSTE

LHR4A: SUNGLASS HUT

LHR4A: SUNGLASS HUT INLINE
LHR4A: SWAROVSKI

LHR4A: THOMAS PINK NEW
LHR4A: X FOLLI FOLLIE POP-UP
LHR4A: XHARRODS PAUL SMITH
LHR4A: XHUGO BOSS

LHR4A: XL KBENNETT

LHR4A: X ROLLING LUGGAGE/ TUM
LHR4A: XTHOMAS PINK

LHR4A: X TIE RACKT/A LIPAULT
LHR4A: XX HACKETT

XLHR4A: SUNGLASS HUT POP UP
LHR4A: ACCESSORIZE

LHR4A: TED BAKER

LHR4AS: TED BAKER

Terminal5

LHR5A: XHUGO WHITE BOX
LHR5A: CASE LONDON LIMITED
LHR5A: CASE LONDON LIMITED SAT
LHR5A: HUGO BOSS

LHR5A: HUGO BOSS POP UP
LHR5A: KURT GEIGER

LHR5A: KURT GEIGER X

LHR5A: REISS

LHR5A: ORLEBAR BROWN
LHR5A: PAUL SMITH (NEW)
LHR5A: RAY BAN POP UP
LHR5A: SUNGLASS HUT
LHR5A: SUNGLASS HUT (OLD)

LHR5A: SUNGLASS HUT POP UP NOR

LHR5A: T5B SUNGLASS HUT
LHR5A: T5B SUNGLASS HUT (OLD)
LHR5A: THOMAS PINK

LHR5A: XHUGO BOSS POP UP
LHR5A: PAUL SMITH

LHR5A: X ASPINAL

LHR5A: X KATE SPADE POP UP
LHR5A: X LINKS OF LONDON
LHR5A: X LINKS POP UP

LHR5A: X PAUL SMITH

LHR5A: XROLLING LUGGAGE
LHR5A: X ROLLING LUGGAGE SATB
LHR5A: X SAMSONITE/ROLLING LUG
LHR5A: XTUMIPOP UP

LHR5L: CASE LONDON LIMITED
LHR5L: XROLLING LUGGAGE
LHR5A: ACCESSORIZE

LHR5A: ACCESSORIZE POP UP
LHR5A: JD SPORTS

LHR5A: TED BAKER

LHR5A: X (NEW) TED BAKER
LHR5A: X ACCESSORIZE

LHR5A: X POP UP SANTA SACKS
LHR5A: X TED BAKER

* High Street Stores have been amalgamated with the Affordable

Luxury category
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Category Definitions — SST High Street / Gifting & Technology / Music

Classification: Confidential

Gifting
Terminal 2
LHR2A: CATH KIDSTON LTD
LHR2A: DISCOVER LONDON
LHR2A: HAMLEYS
LHR2A: HARRODS SIGNATURE

Technology & Music
Terminal 2

LHR2A: DIXONS
LHR2A: DIXONST2B
LHR2A: DIXONS VENDING
LHR2A: INMOTION
LHR2A: INMOTION T2B
LHR2A: INMOTION VENDING T2A
LHR2A: SIM LOCAL BAGGAGE RECLAIM
LHR2A: SIM LOCAL BELT 10
LHR2A: SIM LOCALBELT 6
LHR2A: SIM LOCAL BELT9
LHR2L: SIM LOCAL
LHR2L: SIM LOCAL LANDSIDE ARRI

Terminal 3

LHR3A: CATH KIDSTON

LHR3A: HARRODS SIGNATURE STORE
LHR3A: X CATH KIDSTON

LHR3A: HAMLEYS

LHR3A: PADDINGTON BEAR

Terminal 3

LHR3A: DIXONS

LHR3A: DIXONSVENDING

LHR3A: INMOTION

LHR3A: INMOTION POP-UP

LHR3A: INMOTION VENDING PIER 5
LHR3A: INMOTION VENDING PIER 6
LHR3A: SIM LOCAL AIRSIDE

LHR3A: SIM LOCAL BAGGAGE RECLA
LHR3A: SIM LOCAL IMMIGRATION
LHR3A: SIM LOCAL RECLAIM BELT
LHR3A: SIM LOCAL SERVICE DESK
LHR3L: SIM LOCAL

LHR3L: SIM LOCAL INT ARRIVALS
LHR3L: SIM LOCAL LANDSIDE ARRI
LHR3L: SIM LOCAL UNDERGROUND
LHR5A: DIXONS VENDING B32
LHR5A: DIXONS VENDING B52

Terminal 4

LHR4A:
LHR4A:
LHR4A:
LHR4A:

LHR4A

Terminal 4

LHR4A:
LHR4A:
LHR4A:
LHR4A:
LHR4A:
LHR4A:
LHR4A:

CATHKIDSTON

HAMLEYS

HARRODS MAIN BOUTIQUE
HARRODS SIGNATURE

: XRITUALS

DIXONS

DIXONS SOUTH

INMOTION

INMOTION SOUTH

SIM LOCAL BAGGAGE RECLA
SIM LOCAL DEPARTURES
SIM LOCAL IMMIGRATION

LHRA4L: SIM LOCAL

LHRA4L: SIM LOCAL CAR RENTAL
LHRA4L: SIM LOCAL INT ARR ESCAL
LHRA4L: SIM LOCAL INTARRWHS

Terminal 5

LHR5A: CATH KIDSTON

LHR5A: HARRODS SIGNATURE T5B
LHR5A: HARRY POTTER

LHR5A: RITUALS

LHR5A: XHARRODS SIGNATURE
LHR5A: HAMLEYS

Terminal 5

LHR5A: BAGGAGE RECLAIM HALL
LHR5A: DIXONS

LHR5A: DIXONS SATB

LHR5A: DIXONSVENDING 5C
LHR5A: INMOTION LOWER
LHR5A: INMOTION POP-UP
LHR5A: INMOTION T5B

LHR5A: INMOTION UPPER
LHR5A: INMOTION VENDING T5B
LHR5A: INMOTION VENDING T5C
LHR5A: PCWORLD (DIXONS)
LHR5A: SIM LOCAL BAGGAGE RECLA
LHR5A: SIM LOCALBELT8 &9
LHR5A: SIM LOCAL IMMIGRATION
LHR5A: SIM LOCAL SATB

LHR5A: XADD (DIXONS)

LHR5A: X VODAFONE T5

LHR5L: SIM LOCAL
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« With the
removal of
High Street,
Gifting is now
a small sub-
category.
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Category Definitions — Essentials

Terminal 2
LHR2A: WHS (T2B) 963
LHR2A: WHS BOOKSHOP 779
LHR2A: WHS LOWER CTN 962
LHR2A: WHS UPPER CTN 961
LHR2L: WHS ARR CTN 960
LHR2A: BOOTST2 1252
LHR2A: BOOTS T2 SAT B 1904
LHR2L: BOOTS 1249
LHR2A: XWH SMITH RWC POPUP

Terminal 3
LHR3A: WH SMITH MAIN IDL 632
LHR3A: WHS BOOKSHOP 644
LHR3A: WHSFCC 775
LHR3A: WHS PIER 5695
LHR3A: XWH SMITH TRANSFERS
LHR3L: WHS ARRIVALS 634
LHR3L: WHS STH WING DEPT 631
LHR3L: XWH SMITH RWC POP UP
LHR3L: X WH SMITH STATIONARY
LHR3A: BOOTS
LHR3A: BOOTS 1446
LHR3A: BOOTS 2253
LHR3L: BOOTS 1504
LHR3L: BOOTS - ARRS 6093

Terminal 4
LHR4A : XWH SMITH RWC POP UP
LHR4A: WHS BOOKS NEW 709
LHR4A: WHS NE NODE 703
LHR4A: WHS NEC 704
LHR4A: WHS SW CEN 705
LHR4A: XWH SMITH BOOKS
LHR4L: WHS ARRS 702
LHR4L: WHS LS DEPS 701
LHR4A: BOOTS MAIN 1996
LHR4A: FOREO
LHR4A: XBOOTS
LHR4L: BOOTS ARRIVALS 1995

Terminal5

LHR5A: WHS LVL PREM 198
LHR5A: WHS GATE BOOKSHOP 259
LHR5A: WHS LOWER IDL 193
LHR5A: WHS SAT B 192

LHR5A: WHS SAT C 199

LHR5A: WHS UPPER IDL 195
LHR5A: XWH SMITH CTN

LHR5A: XWH SMITH UPPER RWC PO
LHR5L: WHS ARR 196

LHR5L: WHS NORTH (DOMS) 194
LHR5L: WHS SOUTH (PREM) 191
LHR5A: BOOTS NEW

LHR5A: BOOTS NEW IDL UPPER 197
LHR5A: BOOTS SATB

LHR5A: BOOTSSAT C

LHR5A: XBOOTS UPPER IDL

LHR5L: BOOTS 0744

LHR5L: BOOTS ARRIVALS 1978

« Arrivals Testing outlets in T2 and T5 have been excluded
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Category Definitions — F&B

Classification: Confidential

Terminal 2
LHR2A: ARE BIG SMOKE
LHR2A: AUTOGRILL CA'PUCCINO
LHR2A: CAFFE NERO T2B
LHR2A: CAVIAR HOUSE
LHR2A: CAVIAR HOUSE SEAFOOD BA
LHR2A: CCR WONDERTREE
LHR2A: LA SALLE
LHR2A: LEON CATERING
LHR2A: LONDON'S PRIDE - FULLER
LHR2A: PRET A MANGER
LHR2A: SHAN SHUI
LHR2A: SSP STARBUCKS
LHR2A: THE GORGEOUS KITCHEN
LHR2A: THE PERFECTIONISTS CAFE
LHR2A: THE VINERY
LHR2A: TRG JONES THE GROCER
LHR2A: X CA'PUCCINO
LHR2A: YO SUSHI
LHR2L: CAFFE NERO
LHR2L: CAFFE NERO ARRIVALS
LHR2L: CAFFE NERO ARRIVALS KIO
LHR2L: CAFFE NERO ARRIVALS KIOSK
LHR2L: CAFFE NERO DEPARTURES
LHR2L: LONDON'S PRIDE - FULLERS
LHR2L: M&S
LHR2L: SSP T/A M&S
LHR2L: THE FLYING CHARIOT JDW
LHR2L:COSTA COFFEE

Terminal 3
LHR3A: CAFFE NERO
LHR3A: CAFFE NERO DEPARTURES
LHR3A: CAFFENERO PIER 5
LHR3A: CAFFE NERO PIER 6
LHR3A: CAFFE NERO PIER 7
LHR3A: CAVIAR HOUSE
LHR3A: CAVIAR HOUSE OYSTER BAR
LHR3A: CAVIAR HSE SEAFOOD BAR
LHR3A: CCRTHE CURATOR
LHR3A: EAT
LHR3A: EL&N
LHR3A: EVERGREEN
LHR3A: FAMILY LOUNGE COSTA EXP
LHR3A: LADUREE
LHR3A: L'ORCHIDEE POP UP
LHR3A: NEW RHUBARB
LHR3A: PRET AMANGER
LHR3A: PRET PIER 5
LHR3A: STRADA
LHR3A: TRAGUS T/A ORIEL
LHR3A: TRG SPUNTINO
LHR3A: WAGAMAMA
LHR3A: X CAFFE ITALIAPIER 5
LHR3A: X CAFFE ITALIAPIER 6
LHR3A: X COSTA EXPRESS GATE 24
LHR3A: X COSTA EXPRESS GATE 42
LHR3A: X COSTA EXPRESS PRM
LHR3A: XEATLTD
LHR3A: X SSP T\A NEW STARBUCKS
LHR3A: YO SUSHI
LHR3L: CAFFE NERO ARRIVALS
LHR3L: CAFFE NERO DEPARTURES
LHR3L: CITY CENTRE GIRAFFE STO
LHR3L: COSTA MAIN
LHR3L: CITY CENTRE MARKET GARD
LHR3L: LEON CATERING
LHR3L: M&S

LHR3L: PRET A MANGER
LHR3L: SSP M&S SIMPLY FOOD
LHR3L: THE DARWIN

LHR3L: THE OCEANIC

LHR3L: XAMT COFFEE

LHR3L: X CAFFE ITALIA

LHR3L: XCCRBITE

LHR3L: XCCRTHE GLOBE
LHR3L: XKRISPY KREME
LHR3L: X THREE BELLS (GERONIMO
XLHR3A: CCRBRIDGE BAR

Terminal 4

LHR4A: CARLUCCIO'S

LHR4A: CARLUCCIOS T4

LHR4A: CAV HOUSE RET NE NODE
LHR4A: CAV HSE SEAFOOD BAR
LHR4A: CCRAPOSTROPHE

LHR4A: CCRTHE PRINCE OF WALES
LHR4A: COSTA COFFEE GATE 8
LHR4A: COSTA EXPRESS SMOKING L
LHR4A: JD WETHERSPOON

LHR4A: JOE'S COFFEE & BAR
LHR4A: LADUREE POP UP

LHR4A: PRET

LHR4A: THE COMMISSION

LHR4A: THE COMMISSION OLD
LHR4A: VICTOR PIER COSTA EXPRE
LHR4A: X DELAWARE

LHR4L: CAFFE NERO DEPARTURES
LHR4L: COPILOTS

LHR4L: COSTA COFFEE

LHR4L: ORIEL

LHR4L: X CAFE ROUGE

LHR4L: X CAFE ROUGE

LHR4L: XWETHERSPOONS

LHR4: JDW STARLIGHT

Terminal 5
LHR5A: CCR GIRAFFE
LHR5A: FORTNUM & MASON RETAIL
LHR5A: GORDON RAMSAY PLANE FOO
LHR5A: HUXLEYS
LHR5A: ITSUNEW
LHR5A: JDW CROWN RIVERS
LHR5A: JDW SATB
LHR5A: PILOTS BAR & KITCHEN
LHR5A: PRET A MANGER
LHR5A: PRET A MANGER EXPRESS
LHR5A: SSP CAFE BAR T5B
LHR5A: SSP T/A STARBUCKS
LHR5A: SSP T\A STARBUCKS T5C D
LHR5A: STARBUCKS SAT B
LHR5A: VAGABOND
LHR5A: WAGAMAMA
LHR5A: XAPOSTROPHE SAT B
LHR5A: XBUBBLEOLOGY POP UP
LHR5A: X CAVIAR HOUSE
LHR5A: X CAVIAR HOUSE POP-UP
LHR5A: X CAVIAR HOUSE POP-UP R
LHR5A: X CAVIAR HOUSE SFB
LHR5A: X CCR ESPRESSO
LHR5A: XCCRV BAR
LHR5A: X COSTA EXPRESS PRM
LHR5A: X COSTA EXPRESS T5B NOR
LHR5A: X COSTA EXPRESST5B S
LHR5A: X EAT
LHR5A: X FRAE POP-UP
LHR5A: X ITSU
LHR5A: X LOLA'S CUPCAKES POP U
LHR5A: XNUANCE CHOCOLATE BOX
LHR5A:CAVIAR HOUSE RETAIL
LHR5A:CAVIAR HOUSE SFB
LHR5A:FORTNUM & MASON ISLAND B
LHR5L CCR GIRAFFE JUICE

LHR5L: CAFFE NERO ARRIVALS NORTH

LHR5L: CAFFE NERO ARRIVALS SOUTH
LHR5L: CAFFE NERO DEPARTURES
LHR5L: CAFFE NERO DEPS

LHR5L: CARLUCCIOS

LHR5L: COSTA COFFEE ARR
LHR5L: KANISHKA'S

LHR5L: M&S

LHR5L: PRET A MANGER

LHR5L: SSP SIMPLY FOODS ARR
LHR5L: THE GEORGE

LHR5L: THE GLOBE

LHR5L: X CCR GIRAFFE JUICE
LHR5L: XGERONIMO 5 TUNS
LHR5L: XKRISPY KREME

(o}e)

Eurest outlets
have been
excluded

City Centre
Market
Garden has

been moved
toT3
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Technical

Results 6/26

Modelling History

Year Overview

2024/25 | Full modelling for WDF, SST (including sub-categories), F&B and Essentials
Full modelling for Car Park Revenues (available later)

2021 Investigation of post Covid performance versus expected based on 2019 models
2019 Full modelling for WDF, SST (including sub-categories), F&B and Essentials
2017 Full modelling for WDF, SST (including sub-categories), F&B and Essentials
2013 Full modelling for WDF, SST, F&B, Essentials and Car Parks

» The results from the latest analysis have been compared to those from 2019 — the last full
model update that was completed
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Validating the Models

 Models have been validated by comparing their predictive accuracy over the period Oct to Dec 2024

« The performance overall is good with all differences between actual and the forecast performance,
except for Gifting, falling within the expected tolerance range

« While we can therefore be confident in using the models to produce the baseline forecast, we note
that 3 of the 4 category models over-predict SPP performance in Q4
» Are there any additional factors relating to this period that could be causing this that might require
building into the baseline forecasts (e.g. a continuing effect of Earlier CTG times?)

% Change in SPP

Oct to Dec 2024 F&B SST Total
vs Previous Year

Actual -4.2 -0.6 +3.6 -11.3 -11.2 -18.5 -9.0 -2.4 4.7
Predicted -5.9 -1.6 +3.3 -13.3 -10.2 -21.7 -12.0 -8.7 -6.1

Difference +1.7 +1.0 -0.4 +2.0 -0.9 +3.3 +3.0 +6.3 +1.4
Expected Range +2.5 +2.7 +2.9 +3.6 +5.3 +5.9 +5.5 +5.9 +2.1

Note: green figures indicate the difference between actual and expected is within the expected tolerance range
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Exchange Rates

2025 Model Elasticities

2019 Model Elasticities

Sales Impact of 1% F&B Books / SST Luxury Aff. Tech/M HS/
change in factor BT F] Luxury usic Gifting
Total Ex Rate

Elasticity -0.66 -0.06 - -1.43 -1.71 -0.68 -0.78 -0.26 -0.58 -0.08 -0.08 -0.98 -1.34 -0.36 -1.16 -0.16

* Incorporating the variation in exchange rates caused by
the mini budget of September 22 has resulted in currency Exchange Rates
movements being slightly more significant in influencing 20%

passenger spending behaviour for WDF and SST than it o
o Aa &}W# ﬁg& Wh

was in 2019
* Key currencies: $ and €

* For F&B and Essentials, where currency movements are
of less importance, F&B was unchanged, but no

Change versus Previous Year*®

relationship was identified for ESS. We expect that as the 5P E 58855552585 5385%3
previous ESS elasticity was low, its effect is currently ——GBPvsS ——GBPVSEUR =GB vs Chinese Yuan

being masked by the other factors and so in any forecast
a low elasticity should still be assumed to apply

* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19
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Real Income

2025 Model Elasticities 2019 Model Elasticities

F&B Books / SST Luxury Aff. Tech/M HS /
change in factor Pharma Luxury usic Gifting
- -1.73 1.02 0.82 1.09 1.31 2.09 0.77 1.38

Sales Impact of 1%

Total RealIncome | 54 | 4154 | 119 | 1.52 1.30 1.54 0.67
Elasticity

 Elasticities show some significant changes vs 2019

 WDF is less sensitive to GDP growth — which is likely to
reflect a reduction in the importance of sub-categories
such as alcohol & tobacco versus the 2006-2019 period

It is still negative though, which implies passengers will be
more likely to buy in WDF during recessionary periods.

The SST elasticity has risen, partly from moving Pharma
into Essentials, but there are some unattributed negative
trends in sales for Fashion and Luxury which are
offsetting the benefits of income growth (see later).

 F&B and Essentials are also higher, but this benefit is

partially offset by an interaction between GDP Growth
and the model intercept (see later for more detail)

GDP and Retail Sales Growth

12%
10%
8%
6%

4% *
2% M”"&%ﬁ /‘h
o \ /

-2%

-4%

-6%

Change versus Previous Year*®

Jan-15

May-15
Jan-16

May-16
Jan-17

May-17
Jan-18

May-18
Jan-19

Sep-15
Sep-16
Sep-17
Sep-18
May-19
Sep-19
Jan-20
Apr-22
Aug-22
Dec-22
Apr-23
Aug-23
Dec-23
Apr-24
Aug-24
Dec-24

UK GDP EU excl. UK GDP s | JSA GDP s ROW GDP UK Retail Sales Volume

* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19
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Inflation

2025 Model Elasticities 2019 Model Elasticities

Sales Impact of 1% WDF | F&B SST Books / Luxury Aff. Tech/M HS /
change in factor Pharma Luxury usic Gifting

Efat::igi’t;'""atm“ ‘ ‘ 1.06 ‘ 0.24 | <0.1 ‘ : ‘ ‘ ‘ ‘
« F&B and Essentials are now showing a Consumer Price Index Inflation
stronger correlation with CPI, as may be L oo
expected giving the recent inflationary period. "" o
i
- For WDF and SST, the current results indicate 2 o
passengers reduced their spend levels to 5" 988829885 552388232388 JYNQ829IF I
offset the recent price increases, which is g 2EISESISEIISRIZSRIZSE 25443544354
g A\l Goods e G lothing & Footwear

broadly consistent with previous experience

e Ac. Bev. & Tobacco (excl. Duty changes) sssmAY Equip. & Rel. Prods.

e B00ks, News. & Stat.

* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19
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Passenger Mix Impacts on SPP — Nationality & Destination

2025 Model Elasticities 2019 Model Elasticities
ol Ml S G R 12 2 1

in factor Pharma Luxury usic Gifting
UK Nationality - - 0.12 - - - - - -0.11 - - - - - 017 -
UK Resident - - - - - - 0.20 - - - - - - - - -
UK Destination -0.67 -0.66 - -0.87 -0.46 -1.23 -0.46 -1.94 -0.83 0.07 - -0.77 -1.21 0.62 -0.31 -1.92
Rest of EU Nationality -0.28 - - - - 0.07 - - - -0.08 - 0.04 0.04 0.05 0.33 -
Rest of EU Destination -0.13 - - - - - -0.41 -0.42 -0.33 - - - - - - -
ISC Nationality - - - - - - - - - - - - 0.84 - - -0.68
ISC Destination 0.18 -0.24 -0.56 - - - - - 0.14 -0.69 -0.43 - - - - -0.38
China Nationality 0.34 - - - - 0.38 - -0.99 0.17 - 0.67 - - - - -
China Destination 0.50 - - 0.90 0.94 - - - - -0.22 0.62 0.53 - - -1.90 -1.99
RoAsia Nationality - - - - - - - - - - -0.03 0.47 - 0.87 - -
RoAsia Destination - - - - - - - - - - - 0.29 -0.09 - - -
RoW Nationality - - - - - - - - - - - 0.07 - - - -0.21
RoW Destn - - - - - - - - -0.10 - - - - -0.40 - -

N Am Nationality -0.24 - -0.14 - - -0.16 - 0.19 -0.08 - 0.10 -0.14 -0.13 -0.23 -0.37 -

N Am Destination - - - - - - - - - - - - - - - -
Nigeria Nationality - -0.54 1.05 2.35 3.26 0.56 - - - - - - 219 1.14 -1.93 -
Nigeria Destination - -1.77 2.03 - - - - - - - - - - - 1.89 -

« While the mix of relationships is changing, there remains a positive impact on spend in WDF and SST with
PAX from and to China and Nigeria, and a negative impact from North American & EU travellers
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Reach Team

2025 Model Elasticities

% Impact on SPP of a WDF | F&B | ESS | SST
unit change in factor

0,
Reach PSA Sales (+1% 0.07 - - |os9 | 049 0.01 0.01
recorded sales)

0,
Personal Shopper (+1% 0.30 - - | o065 | 062 0.03 0.05 0.01
recorded sales)

0,
Shop and Collect (+1% 018 | 016 | 007 - . - 0.14
recorded sales)

Number of Interactions ) 016 | 024 i} 0.30 - - 0.88
per Pax

* A positive impact from the Reach Team is being
measured across all categories

* PSAs and personal shoppers continue to be an
important sales driver for SST and WDF

* Note that as the identification of the impact of
marketing factors was not a key priority for this project,
only the most significant relationships were included,
so others may also exist but with a smaller influence
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2019 Model Elasticities

F&B Books / SST Luxury Aff. Tech/M HS /
Pharma Luxury usic Gifting
0.18 - - 0.32 0.64 0.19 0.13 0.12

0.09 0.04 - - 0.45

0.15 - - 0.24 0.44 - 0.07 0.24

0.05 0.17

Reach Share of Sales

15%

-,CL

S 10%

s

wn

> 5%

o

= It

L 0% v

o

wn

5—5%

g

> -10%

o

c

& _15%

Q

-20%
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E55 5555888555385 bgs2s
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* Apr 22 to Mar 23 i Apr 1 Mar 1 Y
pr 22 to Mar 23 is compared to Apr 18 to Mar 19 Heathl'hl-‘!
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Reward Card Benefits

2025 Model Elasticities 2019 Model Elasticities

F&B Books / SST Luxury Aff. Tech/M HS /
unit change in factor Pharma Luxury usic Gifting
Reward Gard Spend in 0.36 = 0.62 0.75 1.41 = = 0.08

category (+1% of Sales) 0.90 0.53 - 0.37 0.24 0.08 0.01 0.01

% Impact on SPP of a

* Although Reward Card share of sales has declined Reward Card Share of Sales
significantly since the pre-Covid levels, it is still an 10%
important driver of sales in WDF and SST.

% 5%
o

- A positive correlation with F&B has also been g #
identified which would be consistent with the G oo
increased use of F&B “click and collect” as well as S o
a desire to earn rewards to help cope with inflation ¢

5 -15%

- Within SST however, the elasticities have reduced, e b e e e e oo T o
which is likely to be influenced by higher spending R R R R
passengers reducing their total levels of spending SEooEemEenEan oS Re RS0 T Ee
following the changes to VAT Free & Duty Free ST TR e Resenae P mssead

* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19
73
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Outlet Index

2025 Model Elasticities 2019 Model Elasticities

F&B Books / SST Luxury Aff. Tech/M HS /
change in a factor Pharma Luxury usic Gifting
1.02 0.29 0.44 0.66 0.73 0.77 0.85 0.48

% Impact on SPP of a unit

8‘1t",;5ti::‘0‘::;‘semmdex) 058 | 031 | 017 | 058 | 0.70 0.85 083 | 0.84
0

* The outlet index measures the number and importance
of outlets open across time (i.e. the “ability to shop”)

* Highly important area for management actions Outlet Index

40%

» Elasticities are typically less than 1.0, reflecting

diminishing returns, with the lowest elasticities being in
F&B and Essentials

30%
20%

-xl_
i
@
-
w
3
2
T 10%
. o
~—There-were-also-only-afew-changesin-spaceat 3 0% #
2
the-smaller-outlets- iR \WDF-which-limits-its-data > 110%
@
. . . 23_20%
experience-and-so-aiso-resulls-in-a-lower-elasticity s
O -30%
wn ww W O OrM~M~>MSOD o oM O o NN oy O m 2 s o= <
Sygdddddgadodagdaddgygaggagay
= mgm . [ . C}Q.C}'CLC}Q.C}HQ.C}‘CLCEDDUE_DDUEDDU
» Elasticities remain high in SST SfEsfgsfgR g geez282282%38

« The overall total tends to be less elastic than the WDF
sub-categories, suggesting there is a level of
‘substitutability’ between the categories

w

ST F&B ESS

* Apr 22 to Mar 23 is compared to Apr 18 to Mar 19
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Flight Delays & Dwell Time

2025 Model Elasticities 2019 Model Elasticities

% Impact on SPP of a unit Books / Luxury Aff. Tech/M HS /
change in a factor Pharma Luxury usic Gifting

% Flights leaving as
scheduled (+1%)

-0.34 | -0.37 | -0.42 | -0.81 -1.22 - -0.62 - -0.21 -0.10

Proportion Of Flights On Time
» Flight delays continue to have a positive impact on sales, L o

across all categories (as they lead to longer dwell times)
Wu&v//ww

-4%

Change versus Previous Year

» Elasticities have increased compared to those from 2019,
eclipsing some of the previous Dwell Time measurements B m e e NN R S8 S NN ER S

HHHHHHHHHHHHHHH o~

* A separate impact for departure lounge dwell time was not
measured, other than in F&B, where it remains significant

* This occurs partly because the main variation in Dwell

Time was the increase during the period following
Covid, when shopping patterns were still distorted

 The Dwell data is also survey-based whereas the Flight
Data is operational and so it has a stronger correlation

Change versus Previous Year*

—T) —3 e—T —T5

- A
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Underlying Long-Term Trends and Intercepts

» After accounting for all other factors in the models, there are some underlying trends that remain

Impact on SPP

Underlying trend per annum (%) +0.4 -3.3 -2.1 -4.8 -3.8 -6.5 54 -1.9

« While these cannot be explained directly by variables that we have data for, there some indications as to
why these are present from other information, e.g. on participation rates

 For SST as a whole, participation has continued to decline (from 35% in 2015 to 29% in 2024), and
this is reflected across all sub-categories

« Mid-range Luxury has struggled post-Covid and the consistent decline in Fashion also may reflect
changing tastes in the outlet mix (and the growth of international competition — Dubai etc)

« Significant innovation has also largely been absent in the Tech / Music sub-category for a long time,
resulting in less ‘interest’ in the category

* The small unexplained trends in WDF and Essentials, and most (apart from 0.6%) of the trend in F&B
are intercept shifts relating to Real Income (GDP) Growth rather than ‘real’ trends (see overleaf)
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Nature of the Real Income Growth Effect

77

Average GDP rates for most countries are usually
statistically significantly higher than zero across EU (ex-UK) GDP Growth
the data period e.g. forthe EU itis c. 2.0% 4.0%

The elasticity on EU GDP growth in F&B is 1.51

Applying this directly to the GDP data would imply
F&B SPP would grow by 1.5 x 2% = 3% every
year. This is not what happens though.

Change versus Previous Year*

e, P pxcl. UK GDP == == Ayerage

In the model, the intercept on the equation adjusts to remove (some or all) of this average uplift

« Economically, this means SPP only grows in response to real income growth at the times when
real income is growing at a rate above its long-term average

« And SPP will tend to decline even if real income is still positive but below its long-term trend rate
» If real income is close to its long-term average, then SPP will remain stable

Note: this is not a ‘new’ finding but is important to understand when using the relationships to create a forecast
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Other SPP Drivers Identified

« Airline Terminal Moves
« Remain significant at disrupting SPP at Terminal level; total airport impacts are much lower

* %Pax using Hex & TfL has a positive impact on spend in Essentials — probably location related?
« This is a new finding as it had not been tested in previous modelling work

« #WIiFi connections per Pax has a small positive impact on F&B SPP and a small negative impact on
Essentials. No significant impacts seen on the other categories.

» Earlier Call to Gate procedures from Summer 2024 look to have stimulated sales for Essentials.
Impacts on the other categories were found to be either neutral or slightly negative
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