Profit warnings from FTSE retailers double in Q2 amid tariff and geopolitical pressures
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Profit warnings from FTSE-listed retailers have doubled in the second quarter of 2025, highlighting growing economic uncertainty amid a mix of tariff-related anxieties, geopolitical tensions, and shifting government policies. According to the latest report from EY-Parthenon, seven UK-listed retailers issued profit warnings between April and June, up from three in the first quarter of the year. This sharp increase contributes to a wider trend affecting London-listed companies across all sectors, where profit warnings rose 20% year on year to a total of 59 in the quarter. Nearly a fifth of listed companies have issued at least one warning in the past 12 months, underscoring pervasive financial strains throughout the UK economy.
The personal care, drug, and grocery sectors were particularly impacted, accounting for three of the profit warnings in Q2, despite the sector having recorded only four such warnings in the entirety of 2024. Wholesaler Kitwave and retail bakery Greggs were among those recently citing disappointing profit outlooks. Silvia Rindone, EY’s UK & Ireland retail lead, attributes the surge in warnings to weakening consumer demand combined with deep structural challenges facing retail. She noted that retailers report a significant shift in consumer behaviour towards value-driven purchasing and declining brand loyalty, putting additional pressure on already cost-constrained businesses.
Retailers are caught in a bind, forced to invest in technology such as artificial intelligence to remain competitive even as they face increasing input costs—ranging from higher national insurance contributions and an elevated national living wage to increased tariffs on imports. "The winners will be those who get the basics right, such as range, service, and pricing, whilst continuing to build for the future with leaner models, sharper propositions, and digital resilience," Rindone added.
Jo Robinson, an EY-Parthenon partner specialising in turnaround and restructuring strategy, highlighted the broad interplay of geopolitical and policy upheavals that exacerbate uncertainty. Nearly half of all profit warnings in Q2 cited geopolitical uncertainty or policy shifts, while 40% referenced delayed or cancelled contracts and orders, a record high. Tariffs and global trade disruptions, in particular, have emerged as critical factors impacting confidence, decision-making, and investment decisions among UK businesses.
This growing wariness is not new; in 2024, one in five UK-listed companies issued profit warnings, marking the third highest annual rate since 2000, only surpassed by the pandemic and the dot-com crash periods. The predominant reasons then were contract cancellations, order delays, and rising operational costs. The cautious stance taken by many companies stems from an unstable global environment combined with domestic policy changes, leading to a reluctance to commit to discretionary spending and reinforcing longer-term structural challenges.
High-profile cases have underscored these trends. For example, Frasers Group issued a profit warning following what it described as a "damaging" Budget, with the company attributing a substantial projected profit hit to increases in national insurance and the national living wage. Despite these setbacks, analysts remain cautiously optimistic about strategic progress among some retailers.
Looking back, Q1 2025 on its own saw 62 profit warnings among UK-listed firms, an 11% drop year-on-year, though the proportion of firms warning over the prior 12 months remained elevated at 18%. Contract and order disruptions were cited as the most common cause of warnings, while labour market pressures and geopolitical uncertainty also played significant roles. The months since then have seen these issues deepen further, with tariff disruptions and their economic fallout magnifying underlying weaknesses.
In this challenging landscape, companies will need to prioritise agility and resilience, focusing on operational efficiency and maintaining flexible business models to navigate ongoing uncertainty. Although the retail sector shows signs of strain amid changing consumer behaviour and rising costs, those which adapt their propositions and harness digital tools effectively may yet succeed in a rapidly evolving market environment.
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