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insights implementation

Understanding your consumers to guide all aspects of your retail strategy and creating the key implementation steps to achieve this.

Our research into Amazons impact on Australian consumers retail behaviour showcases how to utilise consumer insights to inform and
guide key aspects of your retail operations influencing everything from brand attributes, store layout, marketing strategy to staff training and

category management.

We will get to know your business and your consumers and provide you with a strategic implementation plan to stay ahead of your
competitors.

Contact us to understanding how to “be the best retailer you can be” and prepare your business to succeed against retail disruptors.

This research was presented at the Market Research Mobile World Conference in Singapore in June 2018 and at Retail Doctor Group Fit
for Business™ breakfast event in July 2018.
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Retalil is being disrupted!

...and consequently customer expectations are being reshaped!
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New entrants are challenging traditional players and
re-shaping customer expectations
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Meaning consumer
understanding has never
been more.important
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Amazon Changing (and Will Change)
the Retail World

2017E Global Retail Sales ($BN)

Amazon is the fastest company to ever
reach $1 billion in sales.

About 54% of U.S. households are
Prime Members, up from 18% in 2013
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And has Surpassed Google in Share of

Search
The majority of consumers now start their online shopping
search on Amazon vs. search engines like Google

Share of Searches 2016

52%

Search Engine 26% Amazon’s share of searches has grown steading from
2014-2016 comprising 52% in 2016 while Search Engine
searches have been on the decline, now making up only

Retailer Website 12% 26%. 2015 was the first year Amazon surpassed search
engines.
Other 5% In 2016, Retailer’'s websites captured 12% of searches

from search engines

Ebay LA
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And the Blggest Deal Yet..

1

Bezos: Alexa, buy me somethlng flfo'mqhole Foods

Alexa: Buying Whole Foods,,

Retail DoctorGroupr
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Australian Retail Sector Growth Rate 16/17

Supermarket
and grocery
stores

Liquor retailing

Food retailing Furniture, floor Electrical and
coverings, electronic
houseware and goods retailing
textile goods
retailing

Household
goods retailing

Clothing
retailing

Footwear and
other personal
accessory
retailing

Clothing, Cafes,
footwear and Pharmaceutical, restaurants and
personal cosmetic and catering
accessory toiletry goods services
retailing retailing

Takeaway Cafes, Total
food services restaurants and  (Industry)
takeaway food
services
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The Retail Consumer of 2018

‘the 24 hour consumer’

Omni-Commerce More Empowered Attention Economy
| |

Busier lifestyles mean
We are ‘shoppers’

We know more about that we want to see the
24/7 and in situations,

your brand, products ‘right’ products for us
times and places that

and competitors than quickly and tune out
were previously dead

ever before. on non-relevant
zones.
content.
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Amazon's arrival set to shake up Is Amazon the end of Australian retail as we know it? 201 7 S\ the IaU nCh Of

Australia's retail sector —
Market insights
© 5 December 2017 f v © [ <« shere

Amazon Australia and
the Australian retall
iIndustry went into
disruption!

AMAZON conm nee

YOO . B,

. %
£ Now De\\vermq

Shop millions of new products

\s\
Shop in
Amazon is threatening these 8 head\?vm%?ntre Owners suffer from retail

industries

/ T MORE PAIN IN COLES RANKED 21ST BIGGEST RETAILER
W THE AMAZON EFFEC,, IN THE WORLD, WOOLIES 24TH (BuT
JUNGLE. AMAZON Is SET To “DESTROY” THEM ALL)

THE RETAIL

Amazon's Impending Arrival In Australia Has
Retailers Trembling

#BRANDS. #BUSINESS MODELS. # FUTURE OF ECOMMERCE. #RETAILERS

ISATSUNAMI ABOUT TO HIT AUSSIE RETAILERS? How Amazon is Dismantling Retail

and Destroying Brands
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Amazon Australia Timeline

Launch of
Amazon Amazon
Launch In Echo .com closed Opening of
Australia (Alexa) to Sydney
5th Early Aus.tralian Warehouse
December February residents 15th August
2017 2018 1st July 2018 2018
amazon music unlimited afmagon prime amazoncom i amazon
~ eC N primeday
Launch of Launch of Amazon
Amazon Amazon Prime Day
Music A$4.99 per July 2018
Streaming month
1st February 19th June
2018 2018
Powered by REtall CONSUMER&RE%
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Our Picks from Amazon cos
100 Books to Read inaLifetime |

Exclusively for Prime
Members

PrimePantry

355 Coupons

e

amazon
| )

Replenlshment

Ebeltgl)ft (:'!__roup
Amazon: What Now? --
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amazon go
N

Welcome to Amazon Go and the world'’s
most advanced shopping technology.
No lines, no checkout—just grab and go!

Now open in Seattle!

Visit us at 7th Ave & Blanchard
Coming this fall to 5th Ave & Marion



Amazon in
the Physical
Store

)

Member

50% off

Driscoll's Straweberry Crates e
Prime Member Price

£450

wes £8.59

50% off
Remeo Gelato Range
Prime Meimber Prica

€275

50% off
Giorgio Cravero
Parmigiano Reggiano
Primse Momber Price

&2

€L

50% off

St.James
Smoked Salmon Pack qoze
Prime Member Price

£285

Mionetto
Organlc Prosecco Prestige
& Prosecco Prestige Extra Dry o

Retail Group:
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amazonfresh
N

Welcome!

Find everything you need for your w(
shop — all at prices you can trust

With same-day delivery and one-hou
slots, you can order by lunch for del
by dinnertime.

amazon.co.uk/ fresh

Prime lounge

Exclusive for Prime members
Visit our lounge on the first floor at

Whole Foods Market Kensington. Open from
117am-7pm (12-6pm on Sunday) 14/7-17/7.

Ball pit (for adults)

Complimentary refreshments
Live DJs

Glitter artists

Beauty treatments
Competitions

Check out wfmprimelounge.eventbrite.com
for complete details.
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The Amazon strategy

Sales doubled
In last 3 years

But its international sales have not kept up.

To boost sales in its international markets, Amazon is
working on replicating one of the key strategies
responsible for its US growth: Amazon Prime.

The service was launched 11 years ago in the US with
free two-day shipping for subscribers.

Page 18
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Obijectives of our
research

Pre-Launch

* Understand how Amazon was going to be received
in the AU market by consumers

*  Give retailers the tools to mitigate the risk
Post-Launch

*  What happened vs what consumers and retailers
predicted

* Understanding how and why consumer sentiment
and behaviour changed post Amazon launch

+  What are the learnings for retailers and
next steps

Establishing learnings for future launches that
challenge traditional retailers - this isn’t going to go
away!

Page 20
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So we conducted two studies, pre and post the launch of Amazon in

Australia
We OO0 O As well as
surveyed
AL
O O O
Retail
{ Industry
Australian Professionals
consumers ©00 in real-time,
online both 04} O and online
pre and
post O O O
Amazon
Launch. |

August 2017 April 2018

Retail Group:
Powered by P
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Our Research Sample
statistically representative of
Australian Consumers

Age group _Northern,
April 2018 erriony T
Queensland

Wester.n 21%
Australia
10%

u
" Wales 28%
” | I I
47% 53 % Tasmania 2%

Under 14 1417 1825 2635 3645 4655 5665 66y

N=1167 (Apr'18)

Powered by | |GHTSPEED Retail Group
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Amazon came from a seemingly strong base
PRE LAUNCH - September 2017 2 0 3
1 O O /O of

Australians stated
Australians are aware of 1 8 o/o they are likely to shop
amazon
el use

with Amazon when it
launches in Australia

S

0 e
37 / O of re'salarly

Australians currently shop

at amazon

.

e

o

h

Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 LiGHTSPEED REtall

Group
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Both retailers and consumers predicted Amazon making an impact on
the traditional retail marketplace, although to varying degrees

97%

of retailers
expected their
customers to

Consumers

start shopping
at Amazon
Will it change your
shopping behaviour?
Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 LiGHTSPEED REtall GrOUp@ /
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Both retailers and consumers predicted Amazon making an impact on
the traditional retail marketplace, although to varying degrees

33%
30%

28%
26%

22%

13%
0%

18% 17%

14%

Customers

Spend less at physical Spend less at other Spend more overall Spend less at other | will not be shopping

stores online stores stores but no there so it will make
preference to no difference.
online/physical stores
Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 . :
LiIGHTSPEED RetailDoctorGroup/
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Retail DoctorGroupr

Understand what your customer IS
thinking...




Retailers expected 74% of their customers to spend less with them

Spend more
overall, 26%

Spend less at
other stores

(online/physical),
74%
Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 LiGHTSPEED RetallDOCtO I’GFOU p@ /
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Education up but not necessarily helped with purchases

70%

30 0/0 of Australians have shopped

on Amazon Australia

22%
18% 17%
° 14%
August 2017 April 2018 | have not shopped Spent less at other  Spentlessat  Spent less at other Spent more overall
/ will not shop at stores but no physical stores online stores
amazon.com.au. preference to April 2018
Are you aware Of online/physical A t 2017
Amazons launch in stores ugus
ia? . . .
Australia’ Predicted vs Actual changes in customer behaviour
Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiGHTSPEED Reta|l. GrOUp@ /
CONSUMER &RETAILEXPERTS
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Amazons image also took a drop

April 2018
August 2017
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Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 L- H °
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What does this tell us our customers
are IQoking for at Amazon

Wide range ' Safe
Value for money

Good service

Convenient Innovation
Fast delivery Creative
Efficient Premium
Reliable Fun

Good Quality 4"

" i :’ "

Are you competing in these areas?

Retail Groups
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Credibility was down and has more uncertainty around it
From both consumers and retailers

Consumers Do you feel Amazon is a brand you can trust?
August 2017 Yes, 58% Unsure, 34%

April 2018 Yes, 49% Unsure, 37% No, 14%

B

Retailers Do you feel Amazon is a brand your customers can trust?
August 2017 Yes, 93% No, 7%

April 2018 Yes, 65% Unsure, 29%

Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiG H TSPEED Reta | l DOCtO rG rOU p@ /
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Brand trust is critical

Reasons Amazon is not a trusted brand

just have a bad feeling 20%
e
Their terms and conditions are unclear m
_ . April 2018
Experiences from family and friends m
| have used them before and had a bad experience “
Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiGHTSPEED Reta|l. GrOUp@ /
CONSUMER &RETAILEXPERTS
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Do How can

frl:Jsstto;g?lI? you build
' 2

brand? this trust-
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Amazon Alexa and Prime are still unknown and causing confusion

_ A celebrity A reality TV star
What is 4% 2%

amazon

~—Prime

, o D 36%
TV Stream|ng service _ 24%

Delivery subscription [N 15%
service B 15%

I 9%
VIP club - 13%

Music streaming I 8%
service B 8%

Kindle book [ 5% April 2018

subscription [l 5% August 2017

N 2%

B 3% "

1 1% April 2018

2% o ~———

' Artificial

Not sure e 41% . intelligence
N 47% 549%

Never
heard of
Alexa
40%

Who is

amazonalexa
]

Food delivery service

Other

Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiGHTSPEED Reta Il G rOU p@ /
CONSUMER &RETAILEXPERTS
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What is Prime in Australia?

Unlimited
reading

Unlimited
Streaming

Unlimited Deliveries Unlimited Games & Integration of Alexa —
and special offers in Game purchases Simplified shopping

Retail Group?/
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But some categories are doing well

Amazons offerings in Electronics, Clothing, Shoes, Handbags, Toys and Homewares have been noticed
by the consumer.

80
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Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiGHTSPEED Retall GrOUp@/
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Leading to purchase in these categories

Awareness 69% (73%)
after (before) launch

Consideration 45%,

before launch

Usage 75%

after launch

Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018

59% (54%)

56% (48%)
37%
65%

LiIGHTSPEED RetailDocto
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Since Amazon’s launch in Australia...

of retailers have changed their work practices

of retailers have considered joining Amazon
Marketplace to sell their products

of retailers have noticed an impact on their business

Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiG H TSPEED Reta | l DOCtO rG rOU p. /
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Retailers have seen less of an impact on sales than expected

Have you noticed an impact on your
business since Amazon launched?

Decrease in bricks and mortar sales _ 8%

No impact

Has impact

Decline in online visitation - 2%

Decline in online purchase - 2%

Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiGHTSPE ED REta ||. G I’OU p@ /
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Think about your

retail ecosystem...

Amazon is having a positive
effect on retailers

Are you prepared for this?

How does your customer interact
with you at all touchpoints?

Do all of your touchpoints make
the customer journey effortless?

Retail DoctorGroupr
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Focus on the Journey!

Research
Finding additional
information on product
details in stores, or
increasingly online and
through dedicated apps

Awareness
Learning about new
brands and products,

through advertising on
TV or online.

D,_.
‘o
Ns:

D‘!‘!‘
o
mjss

Purchase
Completing the purchase whether
in a store, online or through mobile

w2

= L

Fulfilment
Obtaining the product:
collecting in store or
having it delivered directly

B @
@

Loyaity
Engaging with the brand by
providing feedback or passing
on recommendations

=0
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Business fithess tips

Dial up in store Emotionalising your Building “one channel” Increase analytics to
experience brand attributes retail ecosystem drive customer behaviour

Personalisation

Retail Group?/
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However, they have made changes to the way they operate in order to
compete

Instore experience [ 25%
Online offering [T 21%
Strategy development has increased [T 19%

Nothing has Changed Investing more in business information systems [N 13%
changed 44% work

practices Marketing methods / increased spend [ 10%

56%
Sell through Amazon marketplace [ 6%

End to end fulfilment [N 6%

Mobile offering [ 4%

Other [ 6%

Source: RDG Insights, Customer opinions an perceptions about Amazon launching in Australia, August 2017 April 2018 LiGHTSPEED Reta Il G rOU p@ /
CONSUMER &RETAILEXPERTS
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Many disruptors d
they identify one cu
experience gap and
the offer

Retail Groupr
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But Amazon came in with everything and didn't make that proposition clear

Retail Groupy.
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Brand benefits
are critical,
New Cust@mer ;. Ty per_haps more
innovative Ss€ /ce , - | sOoIn tOday’S
id ° - -
Sy | = fast paced,
Xperience ' .
5% | T d) disrupted
o I~ consumer
landscape

To save money
22%

Reliability
8%
Convenience
15%

Source: RDG Insights, Customer opinions an perceptic




Business Fitnhess Tips

What is your point of
difference?

Fulfilment is critical
“The last mile”
Transparent tracking systems

Simplify your customer order
process

Predictive technologies

Building customer database

Retail Group?/
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Business Fitnhess Tips

amazonfresh

Welcome!

Ty 4 | -
Build your community Value add product, Customer Trust Focus on quality
Greater focus on loyalty move to service Price Guarantee
programs enhancement

Warranty's

Retail Group?/
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Identi

Final Thouc your b

streng
Predicting your

customers behaviour

Listen to your and acting upon it
consumers rather e

than just .
company | experience
concerns

Build
Customer
trust

Retail JoctorGroup:
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Driven

Understanding your consumer is the first part, having a partner to help you navigate and implement through these changes is the
next step. Contact Anastasia and the team at Retail Doctor Group to be the best retailer you can be.

insights strategy implementation
| |

www.retaildoctor.com.au | 02 9460 2882

Retail Group?/
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http://www.retaildoctor.com.au/

This report has been produced by Retail Doctor Group based on information available at the time of publishing. We believe that the information in this report is correct and any
opinions, conclusions or recommendations are reasonably held or made at the time of its compilation, but no warranty is made to accuracy, reliability or completeness. No person
should act on the basis of this report without considering and if necessary taking appropriate professional advice upon their own particular circumstances. We are under no obligation
to, and do not, update or keep current the information contained in this report. If you receive this report in error, please do not use or disclose the contents, please delete and destroy
all copies

RDG Insights® Pty Ltd remains the owner of the intellectual property in this report. Any unauthorised copying, alteration, distribution, transmission, performance, display or other use of
this material is prohibited.
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