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COVID-19 SHIFTED SHOPPING TO ONLINE AND

BOOSTED E-COMM SALES...

COVID- 19 IMPACT ON ECOMMERCE WEB TRAFFIC

CHANGE IN E v BY INDUSTRY IN THE WEEK TO 15 APRIL 2020, COMPARED TO TRAFFIC IN THE FIRST 6 WEEKS OF 2020
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-amid-covid-19 & BCG Covid-19 Consumer Sentiment Survey


https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19%20&%20BCG%20Covid-19

THE WAY CONSUMERS ARE DOING THINGS
HAS CHANGED AND RETAILERS MUST ADAPT...

Google Search interest for "Live chat service” in the UK Google Search interest for "Virtual try on” in the U.K

Google Search interest for "Next day delivery” in the UK Google Search interest for "App” in the UK

https://www.thinkwithgoogle.com/intl/en-gb/consumer-insights/consumer-trends/6-lockdown-consumer-trends-will-be-here-long-
term/?utm_medium=social&utm_campaign=thinkwithgoogle&utm_source=linkedin&utm_content=6-lockdown-consumer-trends-will-be-here-long-term




IT'S A TRULY GLOBAL TREND...

There's a spectrum of purchasing loyalty exhibited by consumers around
the world.

Customers who have tried new shopping behaviors since COVID-19'
% of respondents

Intent to continue?
India 69-78%
Indonesia 77-88%
China 72-81%
Brazil 76-80%
Mexico 79-87%
South Africa 76-89%
us 75-83%
Italy 72-83%
Spain 76-88%
UK 81-88%
France 67-78%
Germany 65-82%%

83-92%

lobal-view-of-how-consumer-behavior-is-changing-amid-covid-19 & BCG Covid-19 Consumer Sentiment Survey


https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19%20&%20BCG%20Covid-19

THE GROWTH IN ONLINE LOOKS SET TO STAY...

Fight to digital and omnichannel

. The Future of Ecommerce
More people expect to make purchases online post-COVID-19 than After COVID-19

before, with OTC medicines benefiting the most in relative terms...

Consumers’ use of online channel before and expected use after COVID-19'2 M Pro.COVID-19 Il Expeciod growth after COVID-19 ETa—

L it i "
% of respondents purchasing online® % grw.:lh in cuslome': penetration rates are
purchasing category onfine forecast to increase

Over-thecounter medicine  IE NN WENSTONN +48% from 15% in 2020 to

Accessories 52 +29%

Tobacco 25 +28%

Groceries +27%

Household supplies +26%

Personalcare products 35 +26%

Skin care & makeup [ | +25%

Fitness & wellness 48 +25%

Non-food child products +24%

Snacks +22%

Vitamins/supplements 46 | +22%

Jewelry +20% - - -
A massive leap in online
Furnishing & appliances +16% p

Footwear +11%

e = penetration will force ca.

Apparel +7%
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https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19
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THE TRAVEL & TOURISM SECTOR IS FEELING

SOME OF THE BIGGEST IMPACTS...

Globally air travel

is down on
last year




WITHIN RETAIL WE HAVE SEEN SOME BIG
CATEGORY SHIFTS...

Most common industry categories among customers with high
COVID-19 impact

Home Fitness
fome Learning
Onli tin
Hobl i
Onli Tiacies
Retal py
Hom

Isv3iY23Ia
INCREASE

g
3
= =
18 E :
5 e 3
= s120=15
= 3 =4 B o)
- ] 20c1Z0z
= =N K] = =

Avalara




...RETAILERS WHO ARE PRESENT IN
CATEGORIES OFTEN WINNERS...

Home Furnishings Sites or apps: Visits indices
WEEK OF JAN 13-19 = 100

FRANCE GERMANY ITALY SPAIN

0
JAN13- JAN20- JAN27- FEB3- FEB10- FEB17- FEB24- MAR2- MAR9- MAR16- MAR23-MAR30- APRO6- APR13- APR20-
JAN19 JAN26 FEB2 FEB9 FEB16 FEB23 MAR1 MARS8 MAR15 MAR22 MAR29 APRO5 APR12 APR19 APR26

I comscore

Sources: Comscore MMX Custom Reporting —Jan 20 — Apr 20



THIS IS CLEARLY VISIBLE IN YEAR ON YEAR
CATEGORY TRENDS....

Google Search interest for "Homemaking & Interior Decor" Google Search interest for “Gardening” in the UK
inthe UK




THIS VARIANCE HAS CAUSED HUGE AND
VARYING IMPACTS ON RETAILER DEMAND...

Dec 2 -8,2018

B&Q

IKEA

Sports Direct
> John Lewis

Aldi

B&Q & Aldi immediate winners
at the height of the pandemic
with lkea benefitting more
recently

Oct 28,2018 Jul 14,2019

Mar 29, 2020
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DURING COVID AND NOW, WHERE TO SHOP IS
DRIVEN BY HOW SAFE A STORE MAKES THEIR

CUSTOMERS FEEL...

e ———E N A McKinsey study found that the top 3
The most impartant critriafor consumers a5 they chase whera to shop in-store measu res European Consumers are
looking for when choosing where to
shop as a result of COVID are as
follows;

B Masks & Barriers
a Cleaning and Sanitisation

a Physical Distancing

https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19



CONSUMERS ARE MORE WILLING TO CHANGE
SHOP OR BRAND; OFTEN DRIVEN BY THE

SEARCH FOR VALUE...

Convenience, value, and availability are most often cited as top reasons for shopping at a new
retailer across countries

Reason for shopping at a new retailer/store/website in the past three months'

% of respondents selecting reason in top three
® First @ Second @ Third

‘Convenience’ and
‘Value’ are the main
reasons why
| consumers choose

Convenience [ ] [ ] o () [ ] [ ] [ ] o (=) [ ] [ ] () <]
a new store /

[] Value [ ] ® ® ] ® L o 9 . * " e e E retailer or Brand

Indonesia
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® Germany
Spain

Availability 2 2l

Quality/organic @
Purpose driven

Health/hygiene

https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19



PRIVATE LABEL BRANDS COULD BE THE
WINNERS IN THIS SEARCH FOR VALUE ...

Consumer purchase intent during COVID-19 crisis, Sept 2020 results

Intend to buy private labels,’ Top driver of change,? % of

% of respondents respondents who intend to buy more Change vs

June 2020
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More vs . | am concerned about my finances, .
i L}

before and private-label products are more ¢
L}

affordable/a better value
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[ I purchase private-label products only when
national branded products are not available

[ I believe that private-label
products are safer/healthier

[ | find that private-label products are
displayed more prominently in stores
during the COVID-19 crisis

Less vs
before

During Next 612
crisis months

https://www.mckinsey.com/industries/retail/our-insights/turning-private-labels-into-powerhouse-brands?cid=soc-web

Almost half of
customers surveyed
suggest that
HUEUESEL ]
affordability are the
main reasons for
choosing private
labels




PRICE SENSITIVITY DECLINING & VOLUMES
INCREASING FOR LARGER PACKS...

Consume ensitive to
price chang in large packs
and mor itive to price
changes in smaller ones.

Decline in sensitivity Relative growth of
for brands dominant larger packages Q
in larger packages.
SKIM

Source: SKIM Knowledge Centre; Impact of COVID-19 on consumer price sensitivity



POSITIVE ETHICS AND A PERCEPTION OF
‘DOING THE RIGHT THING' WILL HELP
RETAILERS WIN CUSTOMERS...

+35% of shoppers net® likely to buy from brands that stood

x o s
out positively during the crisis (%) oS8 -

Consumers are paying increased attention to how companies treat
their employees

Consumers buying based on company behavior' B Doing less M Doing more
% of respondents Doing about the same

How companies take care of the safety of their employees

UK Germany Italy

Google Search interest for “Ethical brands" in the UK

Company's purpose/values
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Jul 28,2019 Nov 17,2019 Mar B, 2020 Jul 28, 2020

-amid-covid-19 & BCG Covid-19 Consumer Sentiment Survey
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CHRISTMAS IS THE FIRST CHALLENGE FOR
RETAILERS...

Consumers in most countries plan to reduce holiday spending except in China.

Holiday shopping spending intent!
% of respondents

In the UK we can expect less
o [ - . s spend on the Christmas /

Holiday Season in comparison
to other years

Only China are expecting to
spend more this ‘Holiday
Season’

https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19



EUROPEANS HAVE A MORE PESSIMISTIC OUTLOOK TO
ECONOMIC RECOVERY...

Shift to value and essentals

European countries, and France especially, are among the least
optimistic countries

Confidence in own country’s economic recovery after COVID-19'
% of respondents
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T ) discretionary spend
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Mixed: The economy will
be impacted for 6-12
months orlonger and will
stagnate or show slow
growth thereafter

[l Pessimistic: COVID-19
will have lasting impact on
the economy and show
regressionfall into lengthy
recession

10 How s your oversll confidence kel in econoniic condiions after the COVID-19 stustion ? Rated fom 1 “very cptmistc’ 1 6 "very pesseistc’, bars may not sum i 100% dus 1 rounding
Source: McKnsey & Company COVID-19 Consumes Pulse Survey

https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19



ECONOMIC UNCERTAINTY AND UNEMPLOYMENT
ARE THE BIGGEST (AnD unkNOWN) ‘HEADWINDS' ON

RECENT RETAIL TRENDS....

GDP level forecast?!
EQY 2021 vs. EQY 2019

Total employment Employees % of employees
2019 (M) impacted® (M) impacted
us ~159 ~41 ~26%
96-100%
UK ~33 ~8 ~25%
Germany ~45 ~10 ~23%
ey France ~28 =13 ~46%
Italy ~23 ~8 ~32%
107-112% Spain ~20 ~4 ~22%

95-99%

Economic recovery not likely
until 2021/22 and the scale of
unemployment is yet to be seen

101-108%

Source: BCG Covid-19 Consumer Sentiment Survey



https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/a-global-view-of-how-consumer-behavior-is-changing-amid-covid-19%20&%20BCG%20Covid-19

TO SUMMARISE

« Clear shift to digital and omnichannel

« Consumer loyalty is under threat in search for value

- Discretionary spend is likely to reduce across many categories

- Doing the 'Right Thing’ will win new customers and improve loyalty

« We are still living in the ‘New Normal’ and out of home activities are
unlikely to resume to normal levels in the short term

- Economic uncertainty hangs like a rain cloud and this will continue to
impact consumer decision making



