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New Distribution Channel
Has Been Created

NEW Shopping Patterns
NEW Technology
NEW Operating Models

BIGGEST Single Business
Disrupter ... EVER!
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New Channel is
at a Tipping Point

e Select commodities are at 20% online

e Same size of market...different
distribution! BEFORE

20%
Online ‘ The pie has nOt
grown

other channels

impacted!

PRESENT
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Changing Changing ﬁ

Population Households

DEMOGRAPHICS

Ethnic Income
Diversity Polarization
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II> Percent of Population over 50

25.6% 26.0% 25.8% 25504 26.0%
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D> Changing Diversity of the
. Canadian Population

100%
90% .
| -
80% -

70%

60%

Distribution of
Foreign-born
Population, by
place of birth

50%

1871 1881 1891 1901 1911 1921 1931 1941 1951 1961 1971 1981 1991 2001 2011

Census year

0 British Isles B Middle East
B United States B Central/South America
0 South Asia B Caribbean [ Africa

Sources: Statistics Canada, censuses of population, 1871 to 2001. National Household Survey, 2011.
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1> Percent of Women Ages
20 to 64 in the Workforce

Civilian labor force participation rates by sex,
1950 to 2005 and projected 2010 to 2050

Percent

1950 1360 1370 1330 1330 2000 2005 2010 2020 2050 2040 2050

O Men lWYomen
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> Haves & Have Nots
Mean Household Income
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1975 1980 15985 1550 1995 2000 2005 2010 2011 2012 2013 2014

e | owest quintile =#= Second guintile Third quintile =@= Fourth quintile =8= Highest quintile

£ Statista 2016
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1> Consumer Spending by Generation 20

¥ Restaurants

" Groceries

® Gasoline

® Pharmacies

® Furniture/Building

® Elec/Hobbies/Clothing
® General/Misc

Millennials Generation X Baby Boomers Traditionalists

SOURCE: Bank of America Merrill Lynch BUSINESS INSIDER

Business Insider/Andy Kiersz, data from Bank of America Merrill Lynch
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’( CUSTOMER
. BEHAVIOUR I
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Success Has Been In

AND SONS

Catering To The
Extremes... |
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1> Trading Up and Trading Down

O

Trading Up

@ -

CHANEL Trading Down

BOSS
sl M

Walmart



http://www.coach.com/index.asp
http://www.coach.com/index.asp
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1> Shifting Priorities

Customer Behavior

Adding shopping requirements
beyond the initial selection of
a product or service.

-

Over eight in 10 women prefer to “do
something for themselves” rather than “buy
something for themselves,”
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1> Shifting Priorities

SOLUTION

Home Storage and Organization
Factory Closet NYC offers a variety of storage and organization products for your home. Find
solutions for your closets, pantry, kitchen, lJaundry room, garage or general...
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1> Shifting Priorities

INDIVIDUALIZATION
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I 'l1> The New Sharing Economy

e (ars
* Music

Luxury Goods
 Real Estate

Millennials are...
Reluctant to Buy
Inclined to Share

Want to own without the
burdens of ownership
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So, the NEW
consumer ...

SAve 1 TID>

FAST | 0D . v

NN
DISTRUPTIVE | 1D "N
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¥ Pulse of the '}
Canadian Retail
Market

RETAILINNOVATIONS NATIONALRETAILBULLETIN

JC.WILLIAMS (GROUP
RETAILWATCH

HOPPINGREVOLUTION CANADIANE-TAILREPORT

Retail WATCH

e Canadian E-tail Report —
tracks 5,000 Canadian
consumers’ digital shopping

SHOPTALK
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1> Omni-Channel = Retail

Physical Stores

Kiosks

Gaming -
Consoles ...l.

Online Catalogues
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11> Facts You Need

Of Canadians
made areturn
during the second
quarter of 2017

Of Canadians researched
information online last
quarter before making a
purchase

Of Canadians are Amazon
Prime subscribers

Of all Canadians
purchased cross-border in

. Of Canadians have
the second quarter of 2017

bought a product
online
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I> E-commerce — S38B Industry

Growth rate: +14%/year (CAGR)

Retail Ecommerce Sales in Canada, 2015-2020 Penetration: 6—7%
billions of CS8, % change and % of total retail sales

C$55.78
C549.67

C538.74

= e A Ea

2015 2016 2017 2018 2019 2020
M Retail ecommerce sales WM % change % of total retail sales*

Source: eMarketer
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1> E-commerce Penetration Spend

(by Category)
E-commerce Penetration (Q4-2016)

Entertainment

Electronics

Jewellery & Watches
Children/Baby Toys & Games
Sports & Leisure Equipment
Clothing

Kitchen, Home & Related Accessories
Footwear

Furniture & Large Appliances
Health & Beauty Products
Auto Parts & Accessories
Gardening Goods & Suppliers
Food & Grocery

J.C. Williams Group Retail WATCH - Canadian E-tail Report
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11> Shopping Location Visit Frequency

More than 3 months
m At least monthly

= At least weekly

} 35%

Shopping Main Street/Town Online Retail Site Power Centre Outlet Centre
Centre/Enclosed or City Centre  or Marketplace Store
Mall

J.C. Williams Group Retail WATCH - Canadian E-tail Report

Q: How frequently did you visit the following locations AND make a non-grocery related purchase through this location, in the past 3 months?




JC\WILLIAMS GROUP

11> Non-traditional Influencers

Influence of Non-traditional Factors in Making Purchasing Decisions
(% Influential /Very Influential)

Online ratings and reviews on retailers' sites
and marketplaces

Retailer/brand websites, email/online
newsletter and online flyer

Shopping centre websites, emails/online
newsletter and online flyer

Coupon sites
Review sites

Social platform

Online articles, editorials and blogs

J.C. Williams Group Retail WATCH - Canadian E-tail Report

Q: Please rate on a scale of 1—7 the influence of these factors when deciding where to shop or what products/brands to purchase;
% shows respondents who chose 6—7 rating;
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1> Plotting Two Paths to Purchase

Necessity Based... Expression/Ego Based...

: Simpl : :
* Ontime, SZ,Tuptizn: * Multiple options for

replacement, Shop Online product and
price environment

Edited * Joy of product and

assortments search
Complex

Easy to buy Options * For ego/status
and Context:

Low price Shop * Multi-dimension

Multi-Channel :
Branded — or not experience
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= Emerging
' Technologies i
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Virtual/Augmented Drones

Amazon has been testing drones for

Rea I |ty (V R/AR) Prime Air Services and aims to deliver

packages in 30minutes

Retailers are introducing consumers
to unique, interactive and immersive
experiences enabled by VR and AR
technologies

isual Search

Using artificial intelligence to capture
items and source the retailer selling
in seconds
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I> Uber Everything

®eee0 Verizon LTE 9:37 AM

UberEATS

o 0.1 C
Ceme Back Seen

NYC CUT SANDWICH

OPEN FOR ORDERING AMERICAN CUT

MON-THURS 5:30PM-9:30PM

Bl GRILLED CHICKEN WITH HONEY
TARRAGON CARROTS

MACHACA BEEF

SPRING IN A BOWL
AMERICAN CUT
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1> Autonomous Vehicles

Assumption:

90% of the driving

population will utilize AV for
all car-travel
* Only 10% will want to
own a car for specialty-
purpose reasons.
Urban will be affected
more than rural.
This will take 5-10 years
to happen.
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II> New Operating Models

Now

Activit
y (Fast Fashion)

Create/buy 2-3 months 13 days

Delivered 4 weeks/3 days 1-2 days, 2 hours

Advertised 4 weeks/2 days 1 week, instantly

Sold In stores Anywhere

“NOW POWER” Drives Growth <lli

Growth 0-3%

Time to market 2—-3 months
Margin % -40%
Turnover 4
Result $160
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I> NEW Lower Expenses—for Some

Now
(Fast Fashion)

Random location
Drones
Multiple DCs

Distribution  Some handling
Centre Automated

Semi-self
In-store Full service cash
(Some self serve)

Robots
Same 30% payroll

10-15%

— (0)
Payroll 17-20% 59 if club




In Summary...

SPEED
MARGINS
COSTS

GROWTH
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I ') Save 2 Months
1 11D Add 10-20%

1 (1> sSave 5-10%
I 'ID> High Velocity 5-20%

)
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> New Competition

amazon * No rules

* Most liked

“Day 2 is decline
= followed by death.
‘5 \

That is why it | ° Fastest
is always Day 1.”

- Jeff Bezos, Amazon ° 450 m|”|on SKUS

* Now Whole Foods

... More to come
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> Amazon Disrupts!

* Prime members: 60% USA; 30% Canada
Impacts national brands

Now 50% of E-commerce

Driving all innovation ($15 billion per year)

Alexa and Echo voice enabled speakers
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Surang t-he Perfect E@r

38
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1'11> The Retail Shop.

Toronto Chicago Montreal
WWW.|CW(J.COM

(416) 921-4181

John Williams
jwilliams@jcwg.com
Maureen Atkinson
matkinson@jcwg.com



mailto:jwilliams@jcwg.com
mailto:spoolo@jcwg.com

