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FIRST QUARTER 2010
SUMMARY OF RESULTS

SALES AND TRAFFIC

Salon/spa ownenreportedgains in both service and retail
sales in the firsquarter according to PBAOs quarterly
Salon/Spa Tracking Surveyifty-three percent of salon/spa
owners reportedraincrease in sarm&tore service sales
between the first quarters of 2009 and 2010, while just 26
percent reported a sales declir@@n average, salon/spa
owners reported &.7 percent increase in service sales
between thédirst quarters of 2009 and 2010

On the retail side, 4percent of salon/spa owners reported
higher sales between tfiest quarters of 2009 and 2010
while 32 percent reported decline in retail sales. On
average, salon/spa owners reported a 0.4 percent gain in
retail sales in the firsjuarter.

Salon/spa owners reported a net increase in customer traffic
for the second consecutive quarter. Th8siy percent of
salon/spa owners reported an increase in customer traffic
between the first quarters of 2009 and 2010, while 28
percent repded a decline in customer traffi©n average,
customer traffic levels rose 1.8 percent in the first quarter.

OUTLOOK

Salon/spa owners aircreasinglyoptimistic that their
service and retail sales will improve in the months ahead
Eighty-one percensalon/spa owners said they expect to
have higher service sales in six months (compared to the
same period in the previous yeaw}ile just four percent
expect to have lower sales. Similarly, Fdrcent of owners
said they expect to have higher retalesan six months,
while only five percent expect sales to decline.

Salon/spa owners also remain optimistic about the direction
of the overall economySeventythreepercent of salon/spa
owners said they expect economic conditions to improve in
six months, while justwo percent expect economic
conditions to worsen in six months

SALON/SPA OPENINGS

Sixteen percent of salon/spa owners have plans to open at
least one new establishment in the next six months.

EMPLOYEES AND HOURS

Labor indicators wexr relativelysteadyin thefirst quarteras
similar proportions of salon/spa owners reported increases
and decreases in both staffing levels and employee.hours
Twenty-six percent of salon/spa owners said they added
employees between the first quarter2009 and 2010,

while 24 percent said they cjobs. Meanwhile19 percent

of salon/spa owners said they increased employee hrours
the first quarterwhile 19 percent cut employee hours

Looking ahead55 percent of salon/spa owners plan to
expand stfiing levels in six months (compared to the same
period in the previous year), while only five percent expect
to reduce staffing levels in six months.

BAcCK BAR COSTS AND SERVICE PRICING

Twenty-seven percent of salon/spa owners reported an
increase in backar costs between tliest quarters of 2009

and 201Qwhile 17 percent reported lower costs. On

average, salon/spa owners reported a 1.1 percent increase in
back bar costs in the first quarter.

Twenty percent of salon/spa owners said they increased
service prices in the first quarter. Overall, 25 percent of
salon/spa owners said their service prices rose between the
first quarters of 2009 and 201@hile seven percent said

they cut prices. On average, salon/spa owners reported a 1.1
percent increasi service prices in the first quarter.

CAPITAL SPENDING

Thirty percent ofalon/spa ownersaid they made a capital
expenditure for equipment, expansion or remodétfinidpe
first quarter. Looking forward, 57 percent of salon/spa
owners said they ptato make a capital expendituo
equipment, expansion or remodeliimgthe next six months

Top CHALLENGES

Twenty-six percent of salon/spa owners s@dilding-and

maintaining sales volun@s thetop challenge facing their
business, followed becruiting-andretaining employed$
(21%) and Oproviding quality service and value@)15

Salon/Spa Tracking Survey Report | First Quarter 2010

Page 1



Salon/Spa Owners Reported Positive
Service Sales in the First Quarter
¥ Fifty-threepercent of salon/spa owners repottégher
samestore service sales in the firstagter, up from 38
percent and 48 percent who reported similarly in the
third and fourth quarters, respectively.
¥ Salon/spa owners in each sales category reported
positive sales in the first quarter. Fiftyne percent of
salon/spa owners 1 million - $1.9 million sales
categoryreported higher sales in thiest quarter, while
27 percent reported a decline
¥ Fifty-four percent of salaispa owners in th§2 million
or moresales categorgeported higher service sales in
thefirst quarter, while 20 percémneported lower sales.
¥ Fifty-two percent of owners with annual sales of less
than $250,000 reported higher sales in the first quarter.

Salon/Spa Owners Reported Higher Retalil
Sales in the First Quarter

¥ For the first time in the fivguarter history of ta
Salon/Spdracking Surveysalon/spa owners reported
positive retail sales

¥ Salon/spa owners in four out of the five sales volume
categories reported higher retail sales in the first quarte
Forty-two percent of salon/spa ownevith sales of $2
million or morereported higher retail sales in thiest
guarter, while27 percent reported loweetail sales

¥ Forty-two percent of salon/spa owners in the $250,000
$499,999 sales category reported higher retail sales
between the first quarters of 2009 afid @ while 29
percenteportedlowerretail sales

¥ Forty-four percent of owners in the $500,008999,999
sales category reported higher retail sales in the first
guarter, while 39 percent reported lower sales.

Customer Traffic Rose for the Second
Consecutive Quarter

¥ Salon/spa owners reportechet increasén customer
traffic levelsfor the second consecutive quarter. Thirty
six percent of salon/spa owners reported an increase ir
customer traffic between thiest quarters of 2009 and
2010 while 28 percenteported a traffic decline.

¥ Salon/spa owners in i million - $1.9 million sales
categoryreported solid customer traffic results in the
first quarter. Fortyone percent of salon/spa owners in
this sales category reported higher customeri¢raff
levels in the first quarter, while 27 percent reported a
traffic decline.

¥ Salon/spa owners in the $250,009€499,999 sales
category registered similar positive results, with 40
percent reporting an increase in customer traffic and 2¢
percent reportig a traffic decline.

Service Sales: 2010:Q1 vs. 2009:Q1
Tracking Survey Responses by Annual Sales Volume
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Retail Sales: 2010:Q1 vs. 2009:Q1
Tracking Survey Responses by Annual Sales Volume
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Customer Traffic: 2010:Q1 vs. 2009:Q1
Tracking Survey Responses by Annual Sales Volume
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Salon/Spa Owners Expect Service Sales to
Improve in the Coming Months

¥ Salon and spa owners are increasingly optimistic about
sales growth in the months ahead. Eigbiepercent
of salon/spa owners said they expect to Hagber
service sales in six months (compared to the same
period in the previous year), up frofr2 percent who
reported similarly last quartetOnly 4 percent expect
their service sales volunte be lowerin six months

¥ Salon/spa owners with annual sal€$® million or
more are the most optimistic about sales growth, with
88 percent expecting to have higher sales in six month:
and none expecting lower sales

¥ Among salon/spa owners in the $500,0®99,999
sales category, 85 percent expect to haveenigarvice
sales in six months, while just four percent expect their
service sales to be lower in six months.

Salon/Spa Owners Are Optimistic about
Retail Sales Growth in the Months Ahead

¥ Building on their positive retail sales performance in the
first quarter of 2010Qsalon/spa ownemare optimistic
that retail sales will continue to improwrethe months
ahead Seventyfour percent of salon/spa owners said
they expect to have higher retail sales in six months
(compared to the same period in the previgesr),up
from 65 percent who reported similarly last quarter.

¥ Seventyeightpercent of salon/spa ownevgh annual
sales of$2 million or moreand76 percent of salon/spa
owners in the $500,000$6999,999 sales category
expect to have higher retail salim six months

¥ Salon/spa owners with annual sales of less than
$250,000arealsooptimistic aboutetail salegrowth,
with 71 percent expecting to have higher saled
seven percent expecting lower sales in six months.

Salon/Spa Owners are More Optimi  stic

about the Direction of the Economy

¥ Salon/spa owners are optimistic that economic
conditions will improve in the months aheaSleventy
threepercent of salon/spa owners said they expect
economic condions to improve in six months, up from
69 percenwho reported similarly last quarter.n{y
two percent expect economic conditions to worsen in
six months

¥ Salon/spa owners in the $500,008999,999 sales
categories are the most optimistic about the economy,
with 87 percent expecting that economic ctinds will
improve in six months.

¥ Seventythree percent of salon and spa owners with
annual sales of $2 million or more expect economic
conditions to improve in the next six months.

Service Sales Expectations in 6 Months vs. Prev. Year
Tracking Survey Responses by Annual Sales Volume
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Retail Sales Expectations in 6 Months vs. Prev. Year
Tracking Survey Responses by Annual Sales Volume
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Outlook for General Business Conditions in 6 Months
Tracking Survey Responses by Annual Sales Volume
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Salon/Spa S taffing Levels Were Relatively
Steady in the First Quarter

¥ Salon/spa owners repedrelatively steadytaffing
levelsin the first quarter Twenty-six percent of
salon/spa owners said they added employees between
thefirst quarters of 2009 and 201@hile 24 percent
said they cut staffing levelsStaffing levels were
essentially unchanged in the fourth quarter as well.

¥ Within the five sales categories, salon/spa owners in th
$500,000- $999,999 category reported the strongest ne
increase in staffing eels in the first quarter, with 32
percent adding employees and 17 percent reducing
staffing levels.

¥ In contrast, only 19 percent of salon/spa ownetién
less than $250,000 sales categadged employees in
the first quarter, while 26 percent reportedecline in
staffing levels.

Average Employee Hours Were Essentially
Unchanged in the First Quarter

¥ Similar to staffing trends, salon/spa owners overall
reported relatively steady employee hours in the first
guarter. Nineteepercent of salon/spa ownessid they
increased employee hours betweenfitse quarters of
2009 and 2010while 19 percent said they cut employee
hours

¥ Salon/spa owners in three out of the five sales
categories reported a modest net increase in average
employee hours in the firguarter. In the $250,0060
$499,999 sales category, 21 percent of salon/spa owne
increased average employee hours, while 18 percent
reduced their employeesO average workweek.

¥ In contrast, 22 percent of salon/spa owners in the
$500,000- $999,999 sakecategory reduced employee
hours, while 17 percent increased employee hours.

Salon/Spa Owners Plan to Expand Staffing
Levels in the Next Six Months

¥ For the second consecutive quarter, a majority of
salon/spa owners said they plan to expand staffing
levels in the months aheadrifty-five percent of
salon/spa owneraxpect to have higher staffing levels in
six months (compared to the same period in the
previous year), whilgust 5 percent expect to employ
fewer individuals in six months. Forty percent of
salon/spa owners expect staffing levels to remain
unchanged.

¥ Salon/spa owners in each of the five sales categories
expect to add employees in the next six months.

¥ In the $1 million- $1.9 million sales category, 69
percent of salon/spa owners expect to jathd in the
next six months, while none plan to cut staffing levels.

Number of Employees: 2010:Q1 vs. 2009:Q1
Tracking Survey Responses by Annual Sales Volume
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Averag e Employee Hours: 2010:Q1 vs. 2009:Q1
Tracking Survey Responses by Annual Sales Volume
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Staffing Expectations in 6 Months vs. Previous Year
Tracking Survey Responses by Annual Sales Volume
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Salon/Spa owners Reported Higher Back Average Back Bar Costs: 2010:Q1 vs. 2009:Q1
Bar Costs in the First Quarter Tracking Survey Responses by Annual Sales Volume

. . 40%-
¥ Salon and spa owners reported a net increase in avera 34%

back bar costs betwa the first quarters of 2009 and — 32%

2010. Twentyseven percent of salon/spa owners said 30%4" 2706
their average back bar costs rose in the first quarter, r 25%
while 17 percent reported a decline in back bar costs. 19% 20%

26%

¥ Salon/spa owners in each sales category under $2 20% 17% 18% 1% 18%
million reported higher back bar costs in the first 12%
quarter. In the $500,0006999,999 sales category, 34 10%. i i ||
percent of salon/spa owners reported higher back bar
costs, while 15 percent reported a decline.

¥ In contrast, 20 percent of salon/spa owners with annual 0% ‘ — - v
sales of $2 million or higher reported a decline in back Al Salons! Le;;;glf” e fgggk' :112"“/] s2mor
bar costs, while 18 percent reported an increase in P '

average back bar costs in the first quarter. o Higher Back Bar Costs o Lower Back Bar Costs

Source: Professional Beauty Association, Salon/Spa Tracking Survey b 1st Quarter 2010

Twenty Percent of Salons/Spas Increased

Service Prices in the First Quarter % of Salons/Spas that Increased Service Prices in Q1
Tracking Survey Responses by Annual Sales Volume

¥ Twenty percent of salon arspha owners said they

. . . . . 30% 28%
increased service prices in the first quarter, up from 15

percent of salon/spa owners who increased service 25%
prices in the fourth quarter of 2009. 20%

¥ Pricing trends varied across the five sales categories in  20%
the first quarter. In the lessan $250,000 sales 15%
category, 28 percent of salon/spa owners increased 15%
service prices in the first quarter, tops among the five
sales categories. 10%-

¥ In contrast, 15 percent salon/spa owners in the $500,0(
- $999,999 sales category said they increasedcserv
prices in the first quarter. 0%

¥ Similarly, 17percent of salon/spa ownerstire $2 AlSalons/ Lessthan  $250k-  $500k-  $IM-  $2Mor
million or higher sales category said thagreased Spas $250k $499k $999k $1.9M more
service prices in thirst quarter

220 23%
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Source: Professional Beauty Association, Salon/Spa Tracking Survey B 1st Quarter 2010

Salon/Spa Owners Reported a Net
Increase in Service Prices over the Last
Four Quarters

Average Service Prices: 2010:Q1 vs. 2009:Q1
Tracking Survey Responses by Annual Sales Volume
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¥ Twenty-five percent of salon/spa owners reported an 35%
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lower service prices. Sixigight percent of salon/spa

19% 20%

owners said their average siee/prices were 20% |
unchanged over the foguarter period. 14%
¥ Thirty-five percent of salon/spa owners in the $1 million 11%

- $1.9 million sales category said their average service %] %
prices rose between the first quarters of 2009 and 201( 3% 0%
while just six percent sdithey cut prices. 0% | L‘ ‘ ‘ | ‘
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¥ Twenty percent of salon/spa owners with sales of $2 AlSalons/ Less than  $250k-  $500k-  SIM-  S2Mor
million or higher said their average service prices rose Spas $250k $499K $999K sLoM ) r_we
between the first quarters of 2009 and 2010, while nont o Higher Senice Prices = Lower Senice Prices
said they cut prices Source: Professional Beauty Association, Salon/Spa Tracking Survey b 1st Quarter 2010
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Capital Spending Levels Remained Capita | Expenditures: In 1st Quarter & Next 6 Months

Relatively Constant in Recent Quarters Tracking Survey Responses by Annual Sales Volume
75% 71%

¥ Thirty percent of salon/spa owners said they made a
capital expenditure for equipment, expansion or 579% 61% 59%
remodeling in the first quarter, compared to 28 percent 50%
and 29 percent of salon/spa ava who reported 50% | 5% B
making capital expenditures in the third and fourth 38% a2%
quarters, respectively

¥ Forty-two percent of salon/spa owners with sales of $2 |
million or more made a capital expenditure in the first 25% 19%
quarter, tops among the five sales categories.

¥ Fifty-sevenpercent of salon/spa owners plan to make a

30% 29% 31%

capital expenditure for equipment, expansion or 0% ) : a
remodeling in the next six montiympared to 56 AllSalons/ Lessthan  $250k-  $500k - $1M- $2Mor
percent who reported similarly last quarter Spas $250k 499k 999k S1OM more

¥ Seventyone percent of salon/spa owners with sales of 0 Made Capital Expenditure m Plan to Make Capital Expenditure
$2 million or more said they p|an to make a Capital Source: Professional Beauty Association, Salon/Spa Tracking Survey B 1st Quarter 2010

expenditure in the next six months.
Top Challenges Facing RespondentsO Businesses

Sales and Recruiting Employees are the Tracking Survey Responses by Annual Sales Volume
Top Challenges for Salon/Spa Owners 40%
¥ Twenty-six percent osalon/spa ownersaid building 2a0 31% il 0%
andmaintaining sales volume iketop challenge 30% [ - —
currentlyfacing their busines$ollowed byrecruiting- ’ ] 24%) 25% 25% 24%
andretaining employees (21%), providing quality 21% | ]
service and valugl5%), and the economy (10%). 20%; 179 ]
¥ Thirty-four percent of salon/spa owners in the $250,00C . 12%| || 11001106
- $499,999 sales category said reéngitandretaining 10% 10% - .
employees is the numbene challenge currently facing 5% 2 e
their business l
i i 0% — — o — —
¥ Tvygnty—mne per_cgnt of salon/spa owners m_th_e $1 All Salons/ Lessthan — $250k-  $500k- $1M- $2Mor
million - $1.9 million sales category said buildiagd Spas $250k $499k $999K $1.0M more

maintaining sales volume is the top challenge facing

. i O Building/Maintaining Sales Volume @ Recruiting/Retaining Employees ® The Economy
their business.

Source: Professional Beauty Association, Salon/Spa Tracking Survey b 1st Quarter 2010

Sixteen Percent of Salon/Spa Owners Plan

. ) . Salons/Spas That Plan to Open New Location in 6 Mo.
to Open New Establishment in Six Months ¥ b

Tracking Survey Responses by Annual Sales Volume

¥ Sixteen percent of salon and spa owners said they plar  30%-
to open a new establishment in the next six months, up 25%
slightly from 15 percent who responded similarly last 25%- 21%
quarter
¥ Twenty-five percent of salon/spa owners in the $2 e
million or higher sales category plan to open a new

establishment in the next six monfgps among the 15%1 19%

five sales volume categories.

¥ Twenty-one percent of salon/spa owners with annual
sales bveen $250,000 and $499,999 said they planto g |
open a new establishment in the next six months.

¥ Among salon/spa owners with annual sales of less thar 0% | ‘ ;
$250,000, 13 percent reported that they plan to open a AlSalons/ Less than  $250k-  $500k-  $IM-  $2Mor
new establishment in the next six months. Spas $250K $499K B99%K SLoM mere

[
11% 9%

10%

Source: Professional Beauty Association, Salon/Spa Tracking Survey b 1st Quarter 2010
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Salon/Spa Tracking Survey Results  DPFirst Quarter 2010

----- Annual Sales Volume----

All Less $250,000 $500,000 $1 million $2 million
Salons & than to to to or
Spas $250,000 $499,999 $999,999 $1,999,999 Higher
Service Sales: 2010:Q1 vs. 2009:Q1
Higher Sales 53% 52% 47% 53% 59% 54%
Lower Sales 26 26 26 34 27 20
About the Same 21 23 26 13 15 27
Median Sales Increase 10% 16% 10% 12% 11% 8%
Median Sales Decrease -10 -10 -12 -5 -13 -6
Overall Aveage Percent Change 3.7% 3.1% 3.2% 4.0% 3.4% 4.5%
Retail Sales: 2010:Q1 vs. 2009:Q1
Higher Sales 40% 32% 42% 44% 35% 42%
Lower Sales 32 32 29 39 32 27
About the Same 28 36 29 17 32 32
Median Sales Increase 10% 12% 10% 16% 10% 6%
Median Sales Decrease -10 -16 -10 -9 -10 -7
Overall Average Percent Change 0.4% -2.6% 1.9% 1.0% -0.1% 1.1%
Customer Traffic: 2010:Q1 vs. 2009:Q1
Higher Traffic 36% 33% 40% 35% 41% 32%
Lower Traffic 28 23 29 35 27 27
About the Same 36 43 32 30 32 42
Median Traffic Increase 10% 10% 15% 16% 10% 8%
Median Traffic Decrease -10 -20 -10 -11 -10 -9
Overall Average Percent Change 1.8% -1.4% 2.9% 2.6% 1.5% 2.1%

Service Sales: Expectations in 6 Months vs. Same Period in Previous Year

Higher Sales 81% 7% 71% 85% 7% 88%
Lower Sales 4 7 5 4 3 0
About the Same 15 16 24 11 20 12

Retail Sales: Expectations in 6 Months vs. Same Period in Previous Year

Higher Sales 74% 71% 70% 76% 69% 78%
Lower Sales 5 7 8 2 6 5
About the Same 21 23 22 22 26 17

Expectations for General Business Condibns in 6 Months

Better Conditions 73% 69% 71% 87% 66% 73%
Worse Conditions 2 3 0 2 0 3
About the Same 25 28 29 11 34 25

Number of Employees: 2010:Q1 vs. 2009:Q1

Added Employees 26% 19% 21% 32% 34% 28%
Cut Employees 24 26 26 17 29 20
About the Same 50 55 53 51 37 53

Average Employee Hours: 2010:Q1 vs. 2009:Q1

More Hours 19% 16% 21% 17% 20% 22%
Fewer Hours 19 16 18 22 17 20
About the Same 62 68 61 61 63 59

Number of Employees: Expectations in 6 Months vs. Same Period in Previous Year

More Employees 55% 45% 54% 53% 69% 55%
Fewer Employees 5 7 5 6 0 5
About the Same 40 48 41 40 31 40

Notes: Figures may not add to 100% due to rounding; Figures are based on 200 survey responses.
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Salon/Spa Tracking Survey Results

DFirst Quarter 2010 (cont.)

Annual Sales Volume----

All Less $250,000 $500,000 $1 million $2 million
Salons & than to to to or
Spas $250,000 $499,999 $999,999 $1,999,999 Higher
Back Bar Costs: 2010:Q1 vs. 2009:Q1
Higher Costs 27% 25% 26% 34% 32% 18%
Lower Costs 17 19 18 15 12 20
About the Same 56 56 55 51 56 63
Median Cost Increase 6% 6% 7% 7% 6% 5%
Median Cost Decrease -9 -10 -6 -5 -10 -7
Overall Average Percent Change 1.1% 0.2% 0.5% 2.5% 1.8% 0.0%
Increased Service Prices in First Quarter 20% 28% 22% 15% 23% 17%
Average Service Prices: 2010:Q1 vs. 2009:Q1
Higher Prices 25% 31% 19% 26% 35% 20%
Lower Prices 7 3 14 11 6 0
About the Same 68 66 68 64 59 81
Median Price Increase 5% 6% 5% 6% 5% 7%
Median Price Decrease -5 - -10 -4 -3 -
Overall Average Percent Change 1.1% 1.6% -0.5% 1.6% 1.6% 1.3%
Made Capital Expenditure in First Quarter 30% 19% 29% 38% 31% 42%
Plan to Make Capital Expenditure in Next 6 Months 57% 50% 61% 45% 59% 71%
Openings and Closings of Salon/Spa Establishments
Opened Establishment in First Quarter 4% 3% 0% 2% 3% 10%
Closed Establishment in First Quarter 4 3 5 0 0 13
Plan to Open Establishment(s) in 6 Month€.6 13 21 11 9 25
Rented Out Chairs or Space in Last 12 Months 9% 16% 23% 2% 9% 0%
Top Challenge Facing RespondentOs Business
Building & Maintaining Sales Volume 26% 28% 24% 25% 29% 24%
Recruiting & Retaining Employees 21 31 34 25 6 11
Providing Quality Service & Value 15 3 11 20 18 18
The Economy 10 17 5 7 12 11
Operating Costs 6 7 5 9 5
Access to Capital 6 0 3 2 12 13
Building RetailSales 4 0 8 5 3 3
Government 3 3 0 2 3 8
Profitability 3 7 3 0 6 0
Taxes 2 0 5 0 3 3
Notes: Figures may not add to 100% due to rounding; Figures are based on 200 survey responses.
2010 ‘ NORTH AMERICA LAS VEGAS
July 17 ™ 20" | Mandalay Bay Resort & Casino | Las V egas
probeauty.org/beautyweek
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beatity M NCA

association National Cosmetology Association

Beauty is our business

The Professional Beauty AssociationOs (PBA) purpose is to advance the professional beauty industry by
providing its members with business tools, government advocacy, education, networking, events and more
to ensure business and career success with integrity. PBA is the largest organization of salon
professionals with members representing salons and spas, distributors, manufacturers and beginning in
2010, licensed professionals with the addition of the National Cosmetology Association (NCA). Visit
probeauty.org or call 800.468.2274 (480.281.0424) to learn more.

PBA Board of Directors

Bruce Selan Josh Hafetz Max Wexler

Chair Vice Chair Secretary-Treasurer
Sydney Berry Marlene Bridge Scott J. Buchanan
Distributor Council NCA Council Salon/Spa Council
John Galietti Mark Goodman Brian Graham
Salon/Spa Council NCA Council Manufacturer Council
John Heffner Cary OOBrien Grace Santiler-Nowik
Manufacturer Council Salon/Spa Council NCA Council

Lee Rizzuto, Jr Steve Sleeper

Ex-Officio PBA Executive Director

PBA Staff Contact

Myra Irizarry

Government Affairs Manager
800.468.2274, Ext. 3451
480.455.3451
myra@probeauty.org
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