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The path to purchase is no longer linear

‘On-my-terms shopping’ is now firmly embedded
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A short decade ago...

The had its = 5% of market
15t anniversary. was virtually was the 47th

unheard of. largest global retailer.

Drones, robots & E-commerce was the
voilce technology

sounded like

were The role of the store
acceptable. was

shopping made sense. trumped access.
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Retail apocalypse — reality or myth?
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Some truth to retail
apocalypse narrative

* 12,000 US store closures and 22%
fewer UK shops expected by end of
2018.

 US has 24 sq ft of retail space per
capita.

« Mainland Europe & Asia less
exposed though impacted by
scaling back/collapse of global
glants.
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UK retailers facing
perfect storm

» Rising costs, subdued demand and
seismic structural changes.

» Inflation (cost of imports) hitting
everyone from Maplin to Waitrose.
 Leading to one of 4 Cs:
 Cost-cutting
 Closures
* Consolidation
 Collapse




Fundamental shifts in
how and what we're
buying

« How: ubiquitous connectivity has led
to growth of online/mobile and
created today’s ‘on-my-terms’ shopper

 What: discretionary spend
increasingly going towards
experiences over material goods




Rise in experiential spending has hit fashion
chains hardest

Sector Growth 2016-2017
14%
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But can’t just
blame the
pub for
clothing
sector
troubles

Compounded by:

* Squeeze on disposable income

« Lack of new fashion trends in past decade
« Ageing population

« Growing awareness of sustainability

 More blended wardrobes as a result of more
casual workplaces



No surprise stores are closing at record rates

Core category ‘3ra e m BAR N Es mdap li n
shift online &N 0 B l_E connecting brilliant ideas
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More ni.lnble Abercrombie & Fitch [‘ A
competitors |
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If you can’t be relevant to your
customers or stand out from the
competition, you don’t stand a chance.
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But death of
the store is
grossly
exaggerated

80-90% of retail sales still take place in a shop

Role of the store is evolving, not dying

Undifferentiated will be exposed and
underperformers weeded out

But physical retail will emerge stronger, more
connected, convenient and customer-centric




Meanwhile,
clicks are
looking for
bricks

“Pure e-commerce will be reduced to
a traditional business and replaced by
the concept of New Retail — the
integration of online, offline, logistics
and data across a single value chain.”

- Jack Ma, Founder of Alibaba



2015 prediction: death of pure-play e-
commerce by 2020
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Why are online retailers moving on to the high street?

Technology is breaking down barriers between physical & digital

Click, collect

Mobile Digitally integrated & return Pervasive
R— - computing

“No consumer in the world gets up in the morning and says ‘I'm going to buy
some shoes online’ or goes into an electronics store and says ‘I'm going to buy
@ el a refrigerator offline’. - Terry von Bibra, Alibaba GM of Europe




Having a physical
presence also helps to:

 Offset rising shipping costs.

 Reduce cost of customer
acquisition — act as a billboard
for the brand.

« In Amazon’s case, drive adoption
of voice technology and grow L e
Prime membership. :
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"We would love to [open stores] but only if we can have a
truly differentiated idea. One of the things that we don't
do very well at Amazon is do a me-too product offering.




Since that interview, Mr.
Bezos has opened...



Branded kiosks in malls
across the US
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% INTRODUCING TREASURE TRUCK %
A NEW WAY TO SROP WITH AMAZON

L 9 ‘ At Treasure Truck, we hand-pick our
favorite new, trending, local, or delicious
_ » | items, load them on the Truck, then cruise
- } ; 5 - & around town spreading joy for everyone
L - with a smartphone and an appetite for fun,
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Lockers in all kinds ot
unconventional places






And dropped $14 bn on
Whole Foods Market
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Amazon UK: what’s next: Drime now 2 N

g
. c ",A ! ’
 Alexa integration. S

* Prime Now expansion. =
 Ink more supply deals: Morrisons, Booths... e CUSTOMER SERVICE

» Acquire a UK grocer in next 24-36 months.
This should worry ALL retailers.

» Co-opetition: department store partnership.

 Fashion disruption — addressing sizing and
returns.

« Amazon Go launch.

 Prime to become even more attractive — and
expensive.

e Bank of Amazon?
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Amazon will fundamentally change the
way we shop for groceries.

Our homes will do the boring stuff.

Stores will have to get more exciting.



Where are we heading? A greater divergence between
functional and fun shopping.



Role of store shifting from transactional to experiential

Stores

AEERMIR W W

The Future of Retail Is Stores That Aren't

WeShop? WeWork preps a retail push

Is this the future of retail?
Nordstrom unveils
merchandise-free store

Next bids to be the new John Lewis:
After the toughest trading for 25
years, fashion chain opens in-store
coffee shops, hairdressers, bridal
service... and even a Ford car
showroom

Meet You at the Apple...Town
Square?

FY ANGELA MOSCARTIND "3 12300

Disney Reimagines Its Stores to Be More Like a Vacation
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Redefining the retail space

Learn
Discover

Eat

Concessions SISOty s

Digital brand
partnerships

Play
Work Experiential
Borrow
Highly personalised

Frictionless

Ease of

navigation

No queues

Collaborative
¥ Value-added services
Collect & return
Blended
Better visibility of
store inventory

Same-day delivery
fulfilment




In summary |

« Urgency to act now. No second chances for
retailers that fail to adapt.

 Retailers must stay in the game but avoid
competing with Amazon on their terms.

* More bad news to come but high street
will evolve to better reflect shifting
consumer priorities.

» Collaboration, even ‘co-opetition’, to better
serve the customer.

“Physical stores aren’t going anywhere. E-commerce is

going to be a part of everything, but not the whole thing.”
@RETAIL — Jeff Bezos




