The Future of Retail Il Everything is Different but Still the Same

Consumer to Retailer Action

» Everything is different — downturn is
accelerating a shift to value and
potentially affecting consumer behavior

» Everything is the same — nothing has

FE——— changed in the fundamentals - winning

Downtown ; retail will still focus on consumers
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Consumer Confidence Retail Sales Less Automotive Index

» In a funk - real and perceived

» Signs we bottomed out
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Basis of Urban Marketing Collaborative’s Work

Consumer
l Consumer Trends
Retailer

!

Retail Real Estate Planning
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The Future Consumer

» Market polarization

» Aging, spending less, focus on wellness

» Immigration

» Negative attitudes towards consumption
» More demanding — individualization

» Online is part of everyday life

» Eco-friendly

Trading Up and Trading Down
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Redefine Luxury

> It’s about pursuing what you love and desire

> Focus on: genuine, timelessness, trust,
assurance, no frills chic, eco-cheap, trends vs.
fads

> One generation’s luxury - next generation’s
necessity

» Perks like insider information, jumping the
queue, after hours openings, and reserved
parking spots will be valued by customers
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A megatrend encompassing anti-aging and beauty, disease
prevention, weight loss, search for holistic vitality, do-it-
yourself healthcare, organic products, and healthy self
rejuvenation.

»Moving from absence of illness - pursuit of wellness
- attention to wholeness

»Increasing spending on healthcare of all types
» Alternative and conventional healthcare growing
»Belief that natural and organic products are healthiest
and promote wellness, including spiritual wellness
» Personal and social virtue are combined: good for
me, my family, and the environment

‘?
Urban Marketing Collaborative

Collaborative

Arts & Entertainment Strategy for Downtown Grand Rapids

&)

NORDSTROM

Urban Marketing Collaborative “

By !
PERIIR. .
FPPFPPRY

Dual Earners Traditional

Shop on weekends

Less time to shop

Want to shop less
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Too Much Work, Too Little Time,
Too Many Responsibilities

@Employed Men @ Employed Women

Very / Somewhat Significant Source of Stress

Work interfering with personal time

Very / Somewhat Difficult

Difficulty balancing work and family life

At Least Once During the Past 3 Months
Job demands have interfered with your ability 54%
to fulfill family or home responsibilities

Source: American Psychological Association, “Stress In America,” October 2008
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Helpful Shopping Guidance and Customer
Decision Maki |
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From Goods to Services

Shifting Priorities — Consumer Behavior

Item s  Solution

Consumers can research and find products easily enough. The
retailer that provides solutions differentiates itself in the

customers’ eyes
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The Original Sto Qrganization Store
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Shifting Priorities — Consumer Behaviors

Consumers are adding more criteria to their
shopping requirements beyond the selection of a
product or service

Products = Experiences

Consumption has evolved from focusing on the pure
thrill of being able to acquire so much—from DVDs
to SUVs—to focusing on creating and accumulating
experiences—from eating sushi to bungee jumping
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Shifting Priorities — Consumer Behavior

Source: 2008 Trendwatching.com Trend Report
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Consumers are adding more criteria to
their shopping requirements beyond the
initial selection of a product or service

Goods === Services

Over eight in 10 women prefer to “do
something for themselves” rather than
“buy something for themselves;” it is no
surprise that luxury services are often in
strong demand and that, according to
American Demographics, 72% of
women said that their last luxury
purchase was because they wanted to
“treat themselves to something special”
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Societal Change: Customer in Control

Agree more with following your own instincts

9 0
instead of experts 61% 76%

Important that others see you as someone who 38% 58%
can see through exaggeration and hype 0 0
Important that others see you as someone @ @
passionate about the things you care about il o)
Likely to look for fulfillment over the next 10
years by “educating yourself on something that N/A 46%
is important to you”

I always know how to get the information I

need to make decisions 61% 74%
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Focus on Value

» What the customer gets for what they give:
MORE: quality, service, trust, convenience
LESS: risk, hassle, confusion, uncertainty
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Mass to Customization

Souree: 2008 Trendwatching.com Trend Report
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Price Competitive; Superior Experience
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Price is just the beginning; superior total
shopping/buying/end use experience is the key
Combination of rational benefits of price, quality,
and convenience; and the emotional driver of
badge value

Logic and magic: keys to success in a down
economy

Target: “expect more, pay less,” cheap chic the
driver

Delight the customer—whatever the product

Urban Marketing Collaborative “

HARVEY NI
NOW OPEN |

FAARRLSHIS FTRER

Urban Marketin?



Broaden Perspective of Multi-channel

» Include new ways to engage customers: social
networks, text messaging, blogs, widgets, mobile
marketing, customer reviews, digital downloads, rich
videos

Online is still the fastest-growing retail channel.
E-commerce retail sales compound annual growth will
be 15% in North America over the period 2008-2013.
Over $281-billion business by year 2013

Forrester Research predicts that by 2012/2013 nearly
one-half of the USA and Western Europe retail sales
will be transacted online or influenced by the web
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JCPenney.com Multi-channel Synergy

Total spending increases as customers shop multiple channels

Internet Retail Catalog ~ Intemet+  Intemet+  Catalog+ Catalog +
Catalog Retail Retail Retail +
Internet

Average Yearly Dollars Spent by Customer
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Internet to Influence Nearly One-half of Total

U.S. Retail Sales in 2010
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Online and Online-influenced
Retail Sales
Percentage of Total Retail Sales

2004 2005 2006 2007 2008 2009 2010

I Online retail sales

B Online-influenced retail sales
= Percentage of total retail sales

Source: Jupiter Research
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Support The Brand — Customer Service
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Connect with Net Generation

» They will help redefine future economy

» It's not just what they earn and spend, its
their influence on the marketplace

» Direct/indirect purchases $2-trillion in
North America

» Key Drivers: lots of choice, customize,
scrutinize, openness; fun, newest, fast
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Green Buildings Outperform

Health and well being of

occupants KB
Building value 79%
Worker productivity 76%
Return on investment 63%
Asking rents 62%

LEED Matthiessen and Morris Costing Green
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Tactics for Success for Retailers

Increase traffic of store’s trade area
X
Improve hit rate; conversion from traffic to sales
X

Increase average transaction;
total shopping basket

Exponential
growth in sales and profits
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Retailer Response to Green

» Survey of 108 retailers — day lit stores
had higher sales: approximately 5%
» Other attributes:
* Lowered overhead costs
* Improved productivity
» Attracted customers
* Increased sales
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Thank you and keep in touch.

Toronto, Chicago, Montreal
www.jewg/ume/ume.html
(416) 921-4181
John Archer, jarcher@jewg.com
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