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Adapting To A New Normal After COVID-19

A Retail Perspective
May 20th, 2020



Perspective 1S based on three pillars

Our retail domain knowledge
and observations across our
international customer base

Analysis by Omnia's consultants on sub-
section of Omnia Pricewatch database:

* Publicly available data
* NL market

e 2000 Amazon Bestellers from
21 categories

Insights from
strategy consultants and market
data from third parties



01. Theimpact of COVID-19 on retall

SHORT-TERM / DURING PANDEMIC
LONG-TERM / AFTER PANDEMIC

02. How should you respond?

SHORT-TERM / DURING PANDEMIC
LONG-TERM / AFTER PANDEMIC




01. Theimpact of COVID-19 on retall

SHORT-TERM / DURING PANDEMIC




Before COVID-19,
e-COMMErce's
steady growth
already proved guite

disrupting for retall

SOURCES:
2008-2014 Source

2015-2019 Source

E-commerce share of total global retall sales

11,1%

2008

2009

2010

VAU

2012 2013 2014 2015

[ Online share of total retail sales

2016

2017

2018

2019


https://www.google.com/url%3Fq=https:/www.cbre.nl/nl-nl/united%252520states/real-estate-services/real-estate-industries/omnichannel/the-definitive-guide-to-omnichannel-real-estate/by-the-numbers/how-high-will-e-commerce-sales-go&sa=D&ust=1589447496665000&usg=AFQjCNHPf_5N7eQfbAexlz1VZYLaWeKh4w
https://www.shopify.com/enterprise/the-future-of-ecommerce

COVID-19 represents very sudden shift in mix towards e-commerce (1/4):

Q1 earnings reports show acceleration, but grossly underestimate impact

YoY% growth per quarter
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https://ir.aboutamazon.com/
https://www.aholddelhaize.com/en/media/latest/media-releases/ahold-delhaize-q1-2020-results/

COVID-19 represents very sudden shift in mix towards e-commerce (2/4):

more leading Indicators provide glimpse of Q2 disruption

Monthly Shopping Activity 2020

——Pageviews «==Qrder count

96%

88%

2% 6%

January Februrary March April

SOURCE:


https://www.bazaarvoice.com/blog/the-impact-of-covid-19-on-e-commerce-by-category-updated-weekly/

COVID-19 represents very sudden shift in mix towards e-commerce

(3/4): omnichannel retailers see huge online sales uplift

® TARGET TESCO de Bijenkorf )

V & & & & 4

+275% YoY online sales in April 1 mln delivery slots per week Many omnichannel retailers
capacity in April (= 2x that of temporarily turned in to pure e-
January) commerce overnight



COVID-19 represents very sudden shift in mix towards e-commerce (4/4):

penetration up In less developed e-com markets

VISA says that

13 million
Visa cardholders

in Latin America

made their first-ever online purchases in Q1



10 years of e-commerce growtn in a couple of weeks”?

US Ecommerce Penetration
30,0%

25,0%

20,0%

15,0%

10,0%

5,0%

SOURCE:
0,0%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 April 2020



To make things a bit more dynamic, COVID-19 led to big changes

N demand of categories...

WEIGHT TRAINING LUGGAGE & SUITCASES

MONITORS CAMERAS

DOG FOOD MEN’'S SWIMWEAR

SOURCES:


https://www.thinkwithgoogle.com/feature/category-trends/uk/year
http://www.stackline.com/news/top-100-gaining-top-100-declining-e-commerce-categories-march-2020
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Based on theory,
scarcity shoula
lead to higher
OINCES

May 13, 2020 article

Subject of article: scarcity should lead
to higher prices

"On the short term | don't see prices
have increased". Quote by well-known
retail professor in this market.

N o S Nieuws Sport Uitzendingen

Schaarste maakt duurder, welke
prijzen stijgen door de
coronacrisis?

Ondernemers liepen de afgelopen weken veel inkomsten mis, geven nu
noodgedwongen geld uit aan aanpassingen die nodig zijn om weer open te
gaan én gaan waarschijnlijk een stuk minder verdienen dan voor de
coronacrisis, omdat er nog maar dertig mensen in een ruimte mogen zijn. Gaat

A

"Op korte termijn zie ik de prijzen niet omhooggaan", zegt Kitty Koelemeijer,
hoogleraar Marketing en Retail aan Nyenrode University. "Hoewel de marges nu
onder druk staan, onder meer door de anderhalvemetereconomie, is het lastig
voor een individuele aanbieder prijzen te verhogen zonder dat klanten afhaken.
Je zou hierover afspraken moeten maken met je sector, anders prijs je jezelf de
markt uit. Alleen: collectieve prijsafspraken maken, is verboden."
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Specific example: 2nd largest e-commerce player in this market,

coolblue.n

Products offered on Google shopping
25000

15000

Chinais low.

5000

‘ | because production in

Coolblue increased pricing and switched off online
NN marketing channels.

‘ We decided to temper sales

COOLBLUE FEB 2020

m Products offered on Google shopping

SOURCE:
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Specific product
example: HP
monitor

HP Monitor

* Sold on Amazon.nl
* Price beginning of March
vs. end of March +20%




The number of price changes increased at the start of the pandemic

Number of price changes per week

4500 . .
H Priceincreases Price decreases
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o

SOURCE:



01. Theimpact of COVID-19 on retall

LONG-TERM / AFTER PANDEMIC




Looking forward: shopper behavior to expect when the pandemic

S Just behind us

—

RAPID STABILIZATION SHORT-TERM PANTRY LOADING DIP & REBOUND




Adjusting to the new normal from shopper perspective: pandemic IS

certainly long enough to have triggered a lasting nabit change

000

Register Sign Help Feedback
TESCO
 ———— Search with a list of items >
Groceries v My Favourites Recipes Special Offers Helpful Swaps Delivery Saver
7
@ > Fresh Food > Fresh Fruit o
Checkout
Showing 1-24 of 210 items | Show 48 per page
Filter by: New (2) Special Offers (11) Sort by: Products you add to your
basket will appear here
12 Categories v 16 Brands v Lifestyle & Dietary ¥ Relevance v

,'k
Tesco Pink Lady Apple Tesco Finest Emperor Tesco Gala Apple Tesco Lemons 4 Pack
Minimum 5 Pack Oranges 4 Pack Minimum 5 Pack
Write a review >
Write a review > Write a review > Write a review >

Rest of shelf >
Rest of shelf > Rest of shelf > Rest of shelf >




Adjusting to the new normal from market perspective: sudden

e-commerce growth will push retail beyond a tipping point

Most stores
opening/investment
decisions were made in
this era

SOURCE:

2008-2014 Source

2015-2019 Source

E-commerce share of total global retail sales

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

JCPenney

Announced to close 240 stores (30%)
in its restructuring plan

M\
GALERIA

KARSTADT KAUFHOF

Rumored to be closing about half of
its 170 stores


https://www.google.com/url%3Fq=https:/www.cbre.nl/nl-nl/united%252520states/real-estate-services/real-estate-industries/omnichannel/the-definitive-guide-to-omnichannel-real-estate/by-the-numbers/how-high-will-e-commerce-sales-go&sa=D&ust=1589447496665000&usg=AFQjCNHPf_5N7eQfbAexlz1VZYLaWeKh4w
https://www.shopify.com/enterprise/the-future-of-ecommerce

The combination of shopper behavior and market factors will
lead to a New Normal that I1s far from "business as usual’




02. How should you respond?

SHORT-TERM / DURING PANDEMIC




With so much variability on both the market side as Iin your back-end

(supply chain), more advanced pricing strategles are needed

Q omnie
DE!:OV2
Dashboard cti ompetition r
¥ Connect
© Marketing hd
& Biso . :€ Set to RSP - low stock - end of season > 120 days o o
Monday, May 18, 2020 By: demov2
= Product Overview I
II ~*  Pricing Strategy
:€ Set price to minimum market price minus 5% - high stock coverage ® -
Monday, May 18, 2020 By: demov2

A, Pricewatch Export

:€ Set price to cheapest minus 10% - high stock - end of season < 30 days @
a Ssiias Monday, May 18, 2020 By: demov2

m Knowledge Base |




With the big fluctuations in demand per category,

take market popularity Into account in your commercial strategy

MARKET POPULARITY

OPTION 1

HIGH-RUNNER
Best-sellers, few but high volume

CORE
Medium variety, medium volume

TAIL
Large number of low sellers

PRODUCTS

High-runner strategy based on market
popularity

MARKET POPULARITY

A

3>  ACTION

\4

OWN GOOGLE ANALYTICS
VIEWS/SALES FIGURES

OPTION 2 Take action based on comparison your
sales/views rank vs. market popularity



Those big fluctuation in popularity might also lead to different

trade-offs with regards to assortment

Identify gaps in assortment via Omnia Assortment Optimization service

1' pieces v minimum pric¢ ¥ maximum pric¢ ¥ pieces |~ +| common ¥ | lowest pri ¥ | highest pri ¥
Wonen Opbergen Kledinghangers | | 557,03
Huishoud Verbruiksartikelen Schoonmaakmiddelen 4350,88
Wonen Opbergen Opbergboxen 598,9
Tafelen Servies Kannen & flessen 492,03
Wonen Opbergen Manden 822,95
Huishoud Bewaren Voorraadbussen & vershouddozen 382,42
Koken Bak en kookgerij Thermosfles & thermoskan 468,8
Electronica Huishoudelijke apparaten Stofzuiger 2227,95
Wonen Opbergen Voorraadwagen/-rekken
Huishoud Verbruiksartikelen Luchtverfrissers

1119,99

‘_. Gather market popularity > Decide which products to add 4[

to assortment



02. How should you respond?

LONG-TERM / AFTER PANDEMIC




Higher share of e-commerce will further increase market dynamics

24

ASSORTMENT

MARKETING CHANNELS

STORE FRONTS

3K PRODUCTS

That fit in a physical
store

WEEKLY UPDATE

Of one marketing channel
(physical flyer)

PHYSICAL STORE

20K PRODUCTS ON AVERAGE

across Omnia’s customers,
and growing 20% in the last 2 years

HOURLY UPDATE

Of over > 50 marketing channels

OMNICHANNEL EXPERIENCE



Stores cannot be slowing down innovation

Nitor S —
~— '\r

]
L "
 brdn 0IOXID DECATHLON SPORTPAS

PASKAMERS |
PASKAMER & \‘

ESLs (Electronic Shelf Labels) Fewer stores, but focused on More and broader online-only
for stores that keep relying experience and service instead assortments
heavily on walk in traffic of transaction channels



You can't overtake 15 cars
n sunny weather...but you
can when it's ramning

YRS

LR




