Signet Group plc
Annual General Meeting Tuesday 8 July 2003
Chairman’s Speech

Good afternoon Ladies and Gentlemen.

It is now 2:00 p.m. and welcome to the Annual General Meeting of Signet Group plc.

First, may I introduce my colleagues on the platform:

Starting on my extreme right:

Lee Abraham - Non-executive director

Terry Burman - Group Chief Executive

Brook Land - Lead non-executive director and Chairman of the Nomination
Committee.

And on my immediate left:

Bob Blanchard - Non-executive director and Chairman of the Remuneration
Committee

Walker Boyd - Group Finance Director

Russell Walls - Non-executive director who was appointed to the Board on 1

August 2002 and serves as Chairman of the Audit Committee.
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I am pleased to report that the Group continued to make good progress in 2002/03,

building further on the growth trend of recent years.

Profit before tax rose from £182.8 million to £199.7 million, reflecting an increase
of 16.2% on a comparable 52 week basis at constant exchange rates. Total sales on
the same basis were up 7.9%. The Group’s return on capital increased to 23.8%
from 23.3% and earnings per share rose to 7.5 p from 7.1 p after taking account of a

1% increase in the tax rate.

The year end saw a further strengthening of the balance sheet with gearing, that is
the ratio of net debt to shareholder funds, at 20% compared to 30% at the close of
the previous year. Interest cover continued to remain very comfortable at 13.1

times.

You will have seen from my statement accompanying the Annual Accounts that the
Board is pleased to recommend a 20% increase in the final dividend to 1.8p per

share making a total for the year of 2.11p per share.

Turning now to divisional developments:

The US business, which accounts for over 70% of Group sales and is the largest non-food
British retailer in the United States, continued to perform well in a challenging retail
environment and again outperformed the speciality jewellery sector. Operating profit rose
to £155.2 million, an increase of 15.6% on a comparable 52 week basis at constant
exchange rates. Tight control of costs, gross margins and inventories contributed to the
increase in results, as did a range of actions taken to build further on the division’s

competitive strengths.

Consolidation continues to take place within the US speciality jewellery sector. During

the last five years the US division’s market share is estimated to have risen from 4.7% to
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6.7% and over the same period like for like sales have shown a compound annual growth
rate of 6.6%. The last five years have also seen very significant growth in the size of the
division with 64% having been added to selling space, the increase last year being 6%. A
key element of future strategy is to grow selling space at a rate of 6% to 8% per annum,
most of this being related to the expansion of the Jared off-mall destination store concept.
There are now 67 Jared stores and the chain is at an early stage of development with over
half the stores less than 30 months old. The Jared television advertising trial was
expanded to 10 markets and an initiative to increase sales of luxury watches was also
launched. Jared achieved sales of over $250 million last year and it is believed there is a

potential for a total of over 200 stores generating sales of over $1 billion.

The UK Division, which generates just under 30% of Group sales had a very encouraging
year. Operating profit rose to £67.0m, an increase of 13.2% on a comparable 52 week
basis. Like for like sales in the period were up 5.2%, a result which was at the upper end
of retail sector performance. During the last 5 years, like for like sales have recorded a

compound annual growth rate of 5.3%.

The strategy to raise store productivity continues to show success, the average retail price of
items sold last year having increased by 6.5% in H. Samuel and by 9.2% in Ernest Jones.
This was due in large part to the success of our strategy to increase market share in
diamonds. Last year, the division’s diamond sales again exceeded the average growth
recorded for the overall UK market and now account for 25% of the UK division’s sales

mix as against 16% five years ago.

An important initiative which commenced last year is that relating to new store concepts.
During the year 17 stores were converted to a new design format which management
believes creates a more conducive environment in which to sell diamonds and fine
jewellery. The new concept draws on the experience of our US stores, the key feature

being that window product displays are dispensed with in favour of in-store display
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counters. This facilitates greater interaction between customer and sales staff, resulting in
a speedier and more efficient level of customer service. Results so far have been very
promising particularly in respect of diamond sales and average transaction values, and it is

planned to extend the concept to a further 41 stores this year.

Now a word or two about Corporate Governance issues:

The past year has seen a number of important developments on both sides of the Atlantic;
in the US we have the introduction of the Sarbanes Oxley Act following on the Enron
scandal. In the UK we have the Higgs Report on the role and effectiveness of non-
executive directors, as well as the about to be implemented, Smith Report on the role of
audit committees. We will take a balanced approach and continue to strongly support
good corporate governance. However, one is becoming increasingly concerned about the
cumulative burden of regulations which has been imposed on senior management in the

last few years.

Let me now update you on trading in the year to date:

We announced the first quarter results on 5™ June. Group like for like sales rose by 2.2%
and profit before tax increased slightly to £24.1m after allowing for the effect of the US
dollar weakening from $1.43/£ in the first quarter of last year to $1.59/£ in the first quarter

of this year. On a constant exchange rate basis profit before tax increased by 11.6%.

Against the backdrop of very challenging trading conditions, the US business increased
like for like sales by 1.1%, again outperforming its main competition and gaining further
market share. The quarter was marked by strong trading during the Valentines Day period

in February, although a weaker trend was evident in March and April.
The UK division performed well during the first quarter and, in spite of being up against

strong comparatives increased like for like sales by 5.4%. The drive to increase

participation of diamonds in the sales mix showed further success.
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In the first two months of the second quarter, US sales have demonstrated an improving

trend and UK trading has continued at a satisfactory level.

Ladies and gentlemen over the last five years Signet’s pre-tax profits have shown
uninterrupted growth rising from £69 million in 1997/98 to £200 million last year. During
the same period over £500 million has been invested in fixed and working capital as well
as £107 million on acquiring Marks & Morgan, and yet the Balance Sheet has been
considerably strengthened. This reflects the success of our consistent strategy, and the
commitment and calibre of our management team, both of which should continue to stand

us in good stead.
Before moving on to the formal business of the day I would like to take the opportunity,

on behalf of the Board, to thank all our shareholders, many of whom are longstanding, for

their continued support.
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