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About the e-tailing group

15 years e-commerce consulting
Author,1 t 6s Just Shopping
50+ years traditional retail and catalog experience

Fortune 500 client projects ranging from strategic planning,
merchandising, marketing, to technology development and
messaging

Proprietary research studies on mystery shopping and
merchandising, egeg Index, marketing and multi-channel customer
mindset, In-Store Pickup and Gift Registry

E-commerce expert and frequent speaker at industry events, trade
associations




Todayos agenda
A State of the E-commerce Times

A 6 Ways Web is a Workhouse

|. Customer Insights

II. Global Branding

Ill. Category-centric Merchandising
I\VV. Confidence Building Content

V. Community Outreach

V. White Glove Service




US e-commerce sales flat

After years of growth, forecasts find that recessionary pressure will cause online
sales to actually contract in 20090 by 0.4% yet Q1 results were strong

US Retail E-Commerce Sales, 2004-2009 (billions and %
hange)

3004 £70.9 (25.3%) ‘change in Online Sales According to US Retailers, by
Business Model, Q1 2009* (% of respondents)
2005 5874 (23.2%) Sales  Sales remained
- increased  flat or declined
2006 5106.6 (22.0%) Consurmear brand manufacturers 11% 29%
2007 £127.7 (19.8%) Mulichannel retailers BiE% 2%
- Web-only merchants 39% 61%
2008 §133.6 (4.6%) [ =werersraen = o
2009 (1) 5133.1 (-0.4%) Nate: =80 ratailers: *is. (7 2008
Sﬂ'urtél shop.ofg and Forrester Research, "QuarterTy Onling Sales Flash
Wote; excludes travel, digital downloads and event tickets SURY 25 chec ty iternt Revaver Aprl 10,2009
Source: US Department of Commerce. February 2008 (1] aMarketer L) et
Fabruary 2009

102930 win eMarketer.com




Profile of 8t annual e-tailing group merchant survey respondents

Merchants of all sizes (annual sales) Cross-section of B2C products and services
30% $<3$1M to $20M 33% Apparel
24% $20M to $100M 30% Home & Garden/Home Improvement/
28% $100M to $1B Tools/Appliances/Furniture
18% $1B to $5B> 23% Accessories/Shoes/Luggage/Jewelry

17% Sporting Goods/Outdoor Gear
16% Gifting/Greeting Cards/Food & Wine

Senior level participation 13% Health & Beauty
41% CEO/President/Principal or VP/ 12% Toys/Kids
General Manager 10% Books/Music/Video
51% Director, Senior Manager or Manager 9% Consumer Electronics
8% Analyst, Specialist, Assistant or Other 7% Pets

5% Computer Hardware/Software/Peripherals

Selling through a mix of channels

28% Internet/Store/Catalog
27% Internet only
24% Internet/Store
18% Internet/Catalog
3% Other

8th Annual etailing group Merchant Survey
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Merchant survey topline findings

Despite the lagging economy e-commerce Is showing more resilience than other
channel s; 6 60Inemdtiecenypatd @craéaseover 008 as
channel continues to see growth

Ecommerce core to multi-channel success where senior management satisfaction
IS waning while pressure rests on ecommerce channel performance more than
ever before

Profitability means scrutiny on both achieving desired revenue goals while
being diligent in cost savings

Merchants are challenged to get customers to convert where conversion
numbers are being tested and other engagement metrics are being considered in
the broader context of multi-channel shopping

Resources are stretched and budgets cut where ROl mentality prevails

Testing is central to understanding what works in this climate where analytics and
performance data underlay decision-making

Targeting and segmentation are the order of the day onsite and particularly via
emall where merchants ratchet up efforts from personalized email to triggered
email including abandonment efforts

Optimization is important and in order to get optimization you may need to
replatform while others will get optimization with built-ons




34% report a flat or downward trend in their e-commerce
business; though this channel continues to see growth as
66% anticipate 009 Internet rev

Compared to 2008, how do you anticipate your
Internet revenues to change in 20097

24%

17%
0,
15% 14%
13%
9%
4% 4%
-6%t0 -20% -1%to -5% Hat +1%to 5% +6%to 15% +16%to 25% +26%to 50% >51%

8th Annual etailing group Merchant Survey
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eCommerce value to core business
despite the current economic climate, 70% of those surveyed
Intend to invest the same or somewhat more in e-commerce

than they did in 008

How will your e-commerce investments be impacted
by the current economic climate?

|

No change 8%

Investing somewhat more than 2008
as e-commerce is the fastest
growing part of our business

36%

Investing about the same as 2008 26%

Investing somewhat less than 2008

0,
given our current business state 22%

Investing significantly less than 2008

: . 8%
given our current business state

|

8th Annual etailing group Merchant Survey




Profitability increases in importance and is now #1 when thinking about

achieving strategic goals while cost-effective customer acquisition and
retention along with customer experience play critical supporting roles
Versus prior years more merchants also report improving KPIs (43%)

Rank the importance of each of these initiatives to your
strategic goals 2009 2008 2007 2006 2005
Very Important
Profitability 76% 67% 71% 69% 68%
Customer acquisition/retention* 73% 71% 66% 59% 61%
Customer retention 70% * 57% 63% 63%
Customer experience 64% 63% 62% 63% 57%
Customer service 59% 60% 62% 61% 58%
Drive qualified traffic to site 54% 55% 49% 40% 51%
Improve KPIs (key performance indicators) 43% 34% 29% 39% 67%
Branding 36% 43% 43% 30% na
Onsite merchandising 33% 31% 32% 36% 27%
Resources,(i.e., time, people and funding to get things done) 28% 22% 19% 17% 17%
Process improvement 27% 26% na na na
Technology and systems initiatives 27% 31% 29% 28% 27%
Senior management support 27% 22% 27% 25% 20%
Marketing growth 22% 23% 21% 23% 26%
Multi-channel integration 19% 24% 24% 27% 27%
Inventory management/liquidation 15% 15% 16% 13% 13%
Global web initiatives 8% 14% na na na
* prior to 2008 acquisition/retention w ere separate questions
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6 Ways Web is A Workhorse
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Questions merchants are asking

U How should we prioritize our strategies to get the
greatest payback?

U How much should we invest in 2009 to get the desired
results demanded by senior management?

U Do we reinvent or merely re-skin our site experience?

U Is our platform adequate for the experience we need to
create and subsequently manage and merchandise?

U Can we inspire shoppers in these trying times or is
price/promotion our only option?

U What role will service play and can it be a differentiator
despite the associated costs?




|. Customer Insights

The mindset of todayos s
from conspicuous consumption to conspicuous
conservatism where time is spent searching for

the best product and price and cross-channel
purchasing is commonplace
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Shoppers choose the online channel because it saves time (54%), they can
locate hard to find items (40%), and they can save money (34%)

HARD TO FIND PRODUCTS
| searched every store in my
neighborhood and need a
specific battery for my 5 year
old camcorder

SURGICAL SHOPPER
My life is harried and the
web is my only hope for
completing my to do list

DEAL SEEKER
| look for sites that offer free
shipping or give me a
discount and just hate to
pay for it i

INFORMATION SEEKER
|l 6m | ooking for
and need some ideas of where
to start

GIFT GIVERS
The web is ideal for purchasing
many of gifts and gift cards |
need during Xmas and
throughout the year
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Prior to buying, consumers are spending considerable time online in
Oresearch

What percent of the time you spend shopping

(store/web/catalog) involves researching products online?

12%

25%% 26%

1-14%

15-29% 30-49% 50-74%
% of time spent researching products online

21%
I 16%

More than 75%

mo d e

42 percent of
shoppers spend
more than half of
their total
shopping time
researching online

Source: Web/Store Cross-channel Shopping Study, Krillion & e-tailing group, February 2008
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Shopping behavior centers on online price comparison

Given the economy, how will you change your
shopping habits, if at all?

Do more in-store shopping

Shop more online

Boost online price research

Avoid major purchases

Shop less overall 7%

0% 10% 20% 30% 40% 50%

Forrester Research US eCommerce Forecast; 2008
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Women rule shopping where preferences must be understood

Considered by women to be a blessing

Opt-in daily e-mails IS 65%

Video ondemand [N 70%0

TiVo/DVR [ 7%

Online coupons [N 81Y%

Cellphone | 85%

Rewards, loyalty cards ﬁ 88Y%

0% 20% 40% 60% 80% 100%

o/

Mindshare/Microsoft/O&M:; 2008
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ll. Global Branding

Today many brands are universally
known while others hope to extend their
reach beyond our borders to tap into
International opportunities
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Brand translation tops initiatives

Putting your best foot forward whether you are a retailer, a manufacturer
or both requires consistent and diligent marketing efforts




