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The computer in your cell phone is about...

1,000
times more
powerful

100,000
times
smaller
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Compeay, ™

= =Xl and about
30 million

times cheaper



... than the one carried by Apolio 11
in 1969
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Social media
Is the #1 activity on the Web
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of connected devices
will exceed the number of

By end of 2013 the ivumber
people on earth
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Penetration “at scale” of technological

innovations IS now measured in days
Google+

How long it took to reach a
market penetration of Internet
50 million...

38 years



In-game advertisement reached
uSD 2,400,000,000
in 2012 .

'EARLY

HASBEGUNT™
VOTEFORCHANGE.COM




YouTube uploads
more videos in

2 months. ..
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.. than the 3 networks

broadcasted in the
last century



..were taken &
in the

last 12
months




8 7Y% of the world’s population
hags a mobllew 10ne subscy t|on







THE TINMES

THEYARE
A-CHANGIN’

and some
retailers
noticed It |



Amazon spends ~ USD 1.5 billion p.a. on IT
operations and acquired technology start-ups for

> USD 2.5 billion
[emssomeor

Intermet 3 : L Next Card $22m
Database ._g‘ Eriba $17m () Ourtouse.com
$55] M-z Accept.com
T_ W Alexa.com
Tebsbook (] Exchange.com
Junglee Corp $190m

Lappos?




Walmart > < is iInvesting heavily in the

eeeeeeeeeeeeeee

acqwsmon of technology start-ups to drive mobile
and online sales ...

Q grabble

Acquired in Acquired in Acquired in
April 2011 September 2011 November 2011

OneOps (@ Inkiru T~RBIT

Acquired in Acquired in Acquired in
May 2013 June 2013 July 2013



... and to enhance
customer experience

Scan bar code of
purchased items

Let the app generate
an online receipt for
future returns

Walmart

Save money. Live better.



Meijer improved its customer service by
developing a mobile app...
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a @ meuerfind% m ...Meijel‘,s find-it he|pS

|

le customers find

products in the shop
and draws attention to
special offers




Technology
Is changing
retail and its
metabolic
rates
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The third revolution in retail’s history is underway

2

Modern -

From industrial .
: Digital era
revolution to

21st century

Mercantile —
Medieval era

1

Banking system that Mass production and Game changing
made capital founding consumer society technologies

available

Which role will
retailers play in the
new environment?

Retailers have been intermediary between
suppliers and consumers



3 powerful Undercurrents...

Computing power

* Transistors per chip have iPhone has more computing
doubled every 2 years power than Apollo11, but costs
since 1970s 30 million times less

| = Data storage capacity Amazon sells storage for as
has become practically little as $0.01 per gigabyte per
limitless month

Networklng

XD S -
‘ » Number of internet * By end 2013 number of connected

‘ " # endpoints and data traffic devices will exceed number of t
have exploded people on earth >

= 717,000,000 sites on the WWW in
August 2013 (19,000 in April 1995)



... enabling a set of “game changing features”™

= Smartphones and tablets

Mobility = Augmented reality magnifying
people’s senses
3:0?013?881818 " Volume, granularity and
. { 1I{IU \ = 111 - 59 H
Measurability {SepE TS velocity of b_|g data” available
oioldiee o " Internet of things (sensors and
01 ,','001010(1)?(1)00?\- actuators connected to the net)
U”C.Um :{)\):)\'m‘
Cloud systems providing computing
Agility resources directly over the internet (faster

implementation, higher flexibility less
capital)




Consumers are NOW empowered like never in
the past...

amazon Price check: scan the bar

Price ultra-
transparency code and get an immediate
counteroffer for the product
Granular o s, Casino MEE : scan shelr-
product o edge labels to get details about
information products

Broader shopping}
opportunities and §
occasions




... and the way consumers make and form
decisions has changed

: @
rg el Point |nside

......... Geo-location promotions Store navigation Mil ”E@T
" . , [1{e)
% ; ) DynamIC @ N and promotlons local shopping
Coupon aggregation ~ merchandising 9= Celebros Local shopping

Promotion targeting

Crowd curation " Evaluate

Social recommendation /

Merchandising tools = LR TREAM

olapic _
Price scraping / watching

SHOPYCAT
The right gift every time

Lhirpify

Social transactions

Social gifting

offerpop Consider
Social engagement yelp%>

4 LevelUp

Local search Mobile payments

S —
: : hipsii :
Social gaming Socl:i‘::llt:lilri:lg Advocate D[N [0 Cross retailer loyalty behUtl
Same day delivery
000 FLUID Mod(UlotH (JD.com also — 360 Buy)
Personalization platform Crowdsourcing Delivery pickup points
{Satisfaction i om,.wWJre
Customer communities Ve fifty= Dynamic 3PL

ops

. r rder logisti
On-demand customer service Cross border logistics



On-line reviews influence brands and products’

consideration and evaluation

Percent consumers who trust/somewhat trust reviews

Other users on retail Web site
Site-generated recommendations?

User-generated product reviews

Recommendations generated
from social-network sites

User-generated videos

1 As a share of all respondents

47%

42%

37%

31%

2 Based on what other users have purchased (recommendations presented as “users who bought this also bought that”)

57%



In 2012, more than 15% of WW total sales of luxury

goods were directly generated by digital and another
25% were influenced
Percent of market, 2012

Pure online sales . 4%

—

-16%

Offline sales directly P
generated’ by online / |

experience

Offline sales

influenced? by online
experience

1 Researched online, product decision changed online and purchased offline
2 Researched online, product decision confirmed online and purchased offline

SOURCE: DLE survey, Altagamma; McKinsey; expert interviews; Euromonitor, companies annual reports



As a consequence, some of the key paradigms in retail
are shifting

The physical store is not anymore the only
(primary?) interface with customers

L% . T A e

The role of different players along the value
chain is blurring

— — A m

Information productivity is becoming as
important as capital and labor productivity

—




El The store importance for research and purchase is
diminishing substantially

Researched online!
Per cent
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Digital
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Gone
to digital

./>l Electronics
| sl |

Computer hardware,

. m software
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A
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o Video games

twear M Books
B DVDs/videos
vl
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Purchased online!

1 Percentage of those who bought a product in the respective category in the previous 6 months. Per cent

SOURCE: iConsumer 2011



El However, physical stores will continue to play
important roles

Experiencing brands Convenience and Entertainment and
and products proximity social interaction

y B




H Blurring boundaries of retail: new players

PG m E ﬁ shutl

of;gi%’{ N-e-—gt‘é POSTAL SERVICE

S22

MARKTPLATZ

Logistics
providers...

L“g»g‘} Manufacturers...

= _..become
retailers through
the creation of a
proprietary online
shopping platform

" ... support
retailers to enter

... establish a
direct link with
consumers to:
= [ earn more
about needs
and preferences

Consumer

and establish a on-line market,
direct relationship matching the

= Sell products excess capacity
online of local logistics

providers with
retailing demand



H Blurring boundaries of retail: new players

Consumer

.. have direct e-
commerce business

DETALS

R s = mm——
\} 2 ] 3 [ |
s U : ¥ )

BT REn : new or underused
U Magazines... goods
Ehe New Jork Times

s b IR
LULUTE

WA VVIW

‘ = Consumers-To-
Consumers (C2C)

market-places

enable the sales of




H Information productivity: new advanced
approaches and tools to run the business  exawpLes

= Granular and
individual
customer data

* Cheap storage
capacity

" Processing
power

SOURCE: McKinsey

“Next product to buy”
based on personalization
of offers

Predictive modeling
and simulation of the
optimal trade off across

commercial levers

Supplier web portals
with predictive data on
future orders

. q
, Real-time coupon ‘
s configuration at checkout
-




E Information productivity: predictive modeling and

simulations to support decisions on commercial policies

EUROPEAN GROCERY
RETAILER EXAMPLE

Shelf price | . |nte | c
grated approach A T W
across all commercial C q / 8 ' m(J)"" N

" levers ¢ - :

-3 Promotions About 0.5

% = Dynamic analysis of " pp

= competitor moves additional gross 4

[} Range * Rapid “what if’ margin F

= simulations of impact on /&9/

£ sales and margins §

Y Loyalty 1.5-2 % sales

initiatives * Holistic and quantitative )
assessment of impact INCrease

.. on sales and margins
Advertising J

SOURCE: McKinsey CSI team



In a world of shifting paradigms, handful of retail
archetypes will be successful

2
L5

§%.1 | Convenience-
#3-1| location

New

business

archetypes

| Convenience

Lowest cost E 9.~~"“ Exclusivity
=4

Experience

pre-selection Ecosystem

Platform
operator




Lowest cost archetype: the next generation hard
discounter?

Imagine if.... -
Best price in

the market !

... your customers could

pre-order online ... @ Supply chain further

optimized

@ Store operations
further optimized and
personnel costs at the

... giving to retailers the time
to perfectly optimize

the supply chain minimum
@ Virtually no
And then pick-up the products obsolescence costs
in the stores orin @ Sourcing further
small “dark” stores optimized
with complete self-service | » .y
activities @ No “last mile” costs

for delivery to home



Preselection archetype

Imagine if....

.. big data allowed you to ...

\ .. truly understand in advance your
customers preferences ...

... SO that in-store assortment is ¢
tailored and optimized ... |

281 ... and IN-store service is made
personal through the access to real-time data




Are retailers ready to cope with the change? How many
of you...

...discuss technology in your Ex-Com or Board meetings?

.. can claim to have a some “digital fluency?

.. changed recruitment, training and development processes to
build a digitally fluent organization?

.. has hardwired insights from big data and analysis on core business
processes

.. have create new, dedicated units (e.g., in-store prices, digital channel
management, insights from big data)

. have developed partnershlps/JVs to bring necessary expertise?

. is orgamzed to engage consumers and customers through the
dlgltal chan nels” ¢ i_:; 3 -\,

: .t,_ can cIa|m they have a generatron of dlgltal taIents |n the organlzatlon’?;}

have the ClO;or the CTO as member of the Ex-Com or of the| Board

V4l
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Most retailers are NOT prepared

Most store based retailers will need to undergo a deep
transformation of their business and operating models
as well as a shift in their mental model...

. customer-centricity, agility and some pervasive
dlgltal fluency will be a must to compete in the new ‘

fast changing environment. Retailers will need @] [J
change,;helr T tabollc rates and “think amd aqtjr@)Cb

~ more as te

o

Leapfroggi
rate of inno



Example of customer-centric architecture

EUROPEAN GROCERY

RETAILER
5 Customers Multimedia
ata Database Product
Catalog
Enaines Loyalty Category eCommerce One-to-one Social
9 Management jManagement Marketing Shopping
PC Mobile Tablet Contact Physical Kiosks
Phone Center Stores |
Channels = k..




: M
Example of leapfrogging MORRISONS

14
| was not interested in catching-up, we were a long way

behind. We needed a radical evolution
Dalton Philips, CEO — Morrison’s 77

Centralized and end-to-

end integrated planning .. real-time

. stocks
and scheduling system i
.y tracking along
linking seamlessly stores, :

L the entire
warehouses, Morrison’s :
supply chain

factories and suppliers...

Partnership with Ocado to start the on-line business
for best-in-class e-commerce systems and operations:

* Multi-devices services
* 1-hour delivery slot
* Drive tracking functionalities
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'I‘ransformatio S oy
tlake time... A

P.. SO the time*
to,act is NOW!
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