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Peak 2024, an inflection point for Aussie retail?

Industry Update | 18 September 2024 (13:06 AEST)

Cyber week 2024: To be significant this year in more ways than one...

We believe FY25E could be an inflection point in Australian retail, whereby retailer focus shifts to share of
eyeballs, online penetration re-accelerates, CAPEX priorities shift and retail bi-furcation accelerates. The
result; the approach to customer lifetime value changes and gap between winners and losers increases.
In the first of our three-part series addressing this, we look at the growing importance of digital in
Australia, via a case study on November cyber events, noting the growing significance of these events, in
both de-risking Christmas but also winning customer share-of-mind and adversely impacting store
traffic. For our second report, we will look at the CAPEX Conundrum, and shifting retailer priorities (store
vs. supply chain), and finally How to maximise customer lifetime value (CLV) and listed implications.
Within this report, we deep dive into cyber events and conclude: i) Events drive higher digital
engagement: Both in the lead up and during, with digital impressions up brands investing more; ii)
Consumer behaviors impacted: Researching more online, deferring purchases in anticipation, blurring
traditional category boundaries, store conversions higher and sharing more data; iii) Opportunity to lift
margin: Prime Day in the US saw 41% of sales on full price, retailers increasingly using Al to target
promotions and maximise GP%,; and iv) Service key: Post-purchase expectations are lifting, with 50% of
shoppers saying would not return to a brand after a poor delivery experience. Despite this, Shippit found
only 9% of Aussie retailers offer same-day shipping, at a time Amazon is launching same-day in Sydney
(report), and 60% of consumers would pay for it. We continue to believe more investment in the post-
purchase experience is needed. Overall, we expect this year's cyber events to be a record event, with
apparel to benefit most followed by electronics (Figure 7).

The growing importance of digital engagement for broader retail...

Consumers are engaging at more touch points than ever before, and retailers have responded via
engaging further up the funnel to win share of wallet and monetise the messy middle. The aim being to
maximise customer lifetime value. In contrast to 10 years ago, retailers now have multiple touch points
to monetise the journey via: i) Conversion; ii) Promotional effectiveness; iii) Units per basket; iv)
Frequency; v) Post-purchase; vi) Media; vii) Loyalty; and; viii) Adjacencies, to name a few. Importantly, by
understanding the purchasing journey, retailers can improve the experience, build trust and lift loyalty.
We believe Australia in many ways is behind global leaders but are now seeing more retailers
acknowledging this opportunity via marketplaces (i.e. JBH), media (report), loyalty and supply chain. With
the above in mind, gaining share of eyeballs at key events is key, with this year's Cyber Week a focus.

Cyber Week - Why is it more important than ever in 2024?

We expect November retail sales growth to accelerate, after being relatively muted through July / August
(WBC report) in the context of tax cuts. Consumers are increasingly value focused but the value
weighting is shifting to beyond just price, via increasing importance of the post-purchase experience
(Shippit report) and waiting for key events, with 60% of Australians delaying purchases until key cyber
events (report). The above means getting not only the product but also the service element will be
increasingly important, particularly as Amazon moves to same-day. We believe retailers are
acknowledging this risk, via growing reference to Amazon, media, Al, data and marketplaces through
FY24 results, as well as CAPEX allocation. Furthermore, Cyber Monday in 2024 falls into December, closer
to Christmas, meaning increased likelihood promotions bridge this key period. We do, however, see an
opportunity for incumbents to capitalise on an extended promotional cycle via targeted / phased
promotions, lifting media revenue, promoting adjacencies and pushing full priced product, as Amazon
and WMT have done in the US. Ultimately the need for scale is building, with post-purchase key.

Our view: Market is evolving, and we are nearing an inflection point

Incumbent behaviour is evolving, CAPEX and OPEX priorities are shifting and a significant investment is
being put behind supply chain, range, loyalty and driving share of wallet. We believe Australia is 1-4
years behind offshore but a shift could be coming - we will address the implications re CAPEX and ROIC
in part 2. Increasingly, we see WMT as an aspiration for the likes of WES/WOW /COL.

Listed implications: We continue to favour companies building longer term sustainable moats, at scale
with differentiated offerings - notably WOW, TPW, FLT and TWE, while WES has a material opportunity.
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1. Online penetration is rising, again... but at the pre-COVID rate

Online penetration in Australia remains below developed peers such as the US, UK and Korea. This, in
large part, reflects higher cost-to-serve but also a more consolidated local industry less impacted by
global players such as Amazon, Temu and SHEIN.

This is, however, changing. Post-purchase expectations have lifted and (global) competitors are investing
more in the value offer (range, service and price). The result is changing consumer expectations, notably
around education (price, range, quality) and post-purchase.

We believe this will have two major implications for Australian retailers:

® Growing_focus on data: An opportunity to convert consumers at different levels of the funnel that,
in our view, should see online penetration re-accelerate to above the post-COVID trend, as we
have seen since June. It also provides more opportunities for retailers to monetise consumers,
through loyalty, media and share of wallet.

® Investment in omni-channel: We will explore in detail in our second report of this series, with a
focus on CAPEX and if we are approaching a point where retailers will need to reallocate CAPEX or
lift it in order to expand supply chain and marketplace capabilities as WMT is doing in the US.

We believe the catalyst for the above is a re-acceleration in online penetration, growth of global players
and a blurring of the lines across historically traditionally defined channels such as grocery.

Figure 1: Australian online penetration continues to lag global Figure 2: ...but has begun to re-accelerate (% of total AU non-
leaders... food retail spend)...
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Figure 4: Lines increasingly blurred across channels as
Figure 3: ...led by Amazon, Temu and SHEIN (GMV $bn) traditional channels such as grocery lose to online (AU Market
share trends by channel)
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Online penetration - a recap

Identifying trends in recent years has been challenging, in part owing to a robust consumer (stimulus
and migration) and distorted trends trough COVID. We do, however, believe the past 24 months have
been a more normal environment that provides a clearer picture into channel trends, with average
online penetration YTD up c40bp to 11.1%, and up 40bps vs 2023.

Looking back, the biggest lift in online has been through November; owing to cyber events such as
Black Friday, with penetration for 2023 up c140bps for total online (Figure 5) and 190bps up for non-
food (Figure 6), and up ~270bps in the past two years.

® Online sales accounted for 68.2% of all Black Friday purchases according to marketing consultancy
Crom Salvatera (link), which represented a 15.4% increase from 2022 and 31.1% growth vs 2019.

Figure 5: Online penetration (%) Figure 6: Online penetration (%) - Non-Food
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By category, by units fashion and homewares remain the largest online purchased products through the
peak sales events of November, with sport / outdoor and fashion accessories recording the largest
growth, albeit off a lower base.

Figure 7: Shippit peak period volumes by category (indexed) for 2023 vs. 2022
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2. November peak - Can increasingly distort read on October trade

Parcel volumes reached ¢100m in 2023 through Nov/Dec in 2023 according to Australia Post, with Black
Friday and Cyber Monday seeing 88% and 70% growth, respectively, in sales vs. 2019.

Figure 8: Share of annual retail sales (lhs - Nov % minus Dec %);
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Importantly, consumers have been educated to wait to shop these events, which may make retail sales
figures for Sep/Oct less reflective of reality for 1H FY, a period that can represent upwards of 70% of
many (non-food) retailers' profits. CouriersPlease study last year (link) found:

® 65% of shoppers slow down on purchases in the weeks to Black Friday and Cyber Monday
® 37% of under-30s hold out purchases two weeks in the lead up to the sales
® 61% of shoppers hold off on fashion purchases before the sales

This is reflective of more consumers actively seeking value, whereby they wait for key sales events.
Importantly, it does not slow brand engagement, with search interest leading into cyber events up
materially in recent years. This provides an opportunity for retailers in the coming months, and also
opportunity to provide more tailored (margin accretive) offers, and scope to go early.

Figure 10: How have your shopping habits changed in the past

12months (total)? Figure 11: Australians getting more interested in retail events

More actively seeking discounts

Monthly Search Volume Trends for Key Retail Sales Events (2023)

Delaying unnecessary purchases
# Volume of Searches

o
Researching more online then going to store
Shopping across more stores

No change

Searching for faster / free delivery options

Online spend up

Jan 23 Feb23 Mar 23 Apr23 May 23 Jun 23 Jul 23 Aug 23 Sep23 Oct23

UUU
primeday == 4l SOCK & o [ns]

Starting my shop on a marketplace

Voname

Other

0% 0% 20% 30% 40%  S0%
Source: Shippit/Jarden Consumer Survey (March 2024) Source: SimilarWeb

Looking back, the performance by category over the key November sales event has differed by year
with footwear, fashion and electronics typically stronger. While furniture remains relatively stable.


https://www.couriersplease.com.au/resources/media-releases/new-research-reveals-2-in-3-shoppers-delay-purchases-before-black-friday-and-cyber-mon
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Figure 12: Historical sales growth rate (y/y) for November
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This is consistent with Statista data, suggesting fashion, electronics and beauty are the three major
categories, while bulkier whitegoods /furniture and services (travel) are less of a focus.

Figure 13: Average November y/y sales growth per category
(2018-2023)
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Figure 14: Survey of most popular categories of items to be
bought during Black Friday and Cyber Monday events in 2023
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3. Why it is an opportunity to drive margin and ROIC?

The extended sale period of Cyber Week, in our view provides an opportunity for retailers to lift annual
profit and customer loyalty, via six broad avenues:

Extended peak period: Through end November to early January, allowing retailers to engage with
consumers for a longer period during which they are actively looking to make purchasing
decisions.

Items per basket: Through data and Al to understand missed items in basket, with Amazon's
recommendations algorithm driving ¢35% of sales according to McKinsey (article). Growing digital
engagement provides an opportunity to lift items per basket.

Promotional effectiveness: Through utilising targeted promotions to maximise value for both the
consumer (via promoting what value) and retailer (via reducing wasted promotions). We believe
WOW - alongside Quantium - is doing the best job of this locally.

Investment in post-purchase: Is an area to differentiate per the Shippit findings, and while retailers
are doing a good job lifting C&C (click and collect) and utilising store networks, we believe an
opportunity exists, particularly via 3rd party fulfillment.

Data capture: To adopt a true pull vs. push model and understanding the next right to play
categories.

Adjacencies: Notably media, financial services, marketplaces, logistics and data.

We will address and look to more broadly quantify these opportunities in parts 2 and 3 of this series.

Page 6
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model-based valuations and may be based on certain assumptions. Different assumptions by Jarden or any other source may yield substantially different results.

A Relevant Party may (i) have held or hold securities mentioned in this publication (or related securities) as principal for their own account, (ii) have provided investment advice or
other investment services in relation to such securities within the last twelve months, and (iii) have other financial interests, including as a shareholder of the Jarden Group of
companies, in the matters mentioned herein. Investors should assume that the Jarden Group does and seeks to do corporate finance & markets business with companies covered in
its research reports. Specific additional disclosures will be made in relation to companies where Jarden Group has a transaction role and publishes research.

Research will initiate, update and cease coverage solely at the discretion of Jarden Research Management, which will also have sole discretion on the timing and frequency of any
published research product. The analysis contained in this publication is based on numerous assumptions. All material information in relation to published research reports, such as
valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. can be provided by Jarden on request.
Different assumptions could result in materially different results.
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The analyst(s) responsible for the preparation of this publication may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying
and interpreting market information. Jarden relies on information barriers to control the flow of information contained in one or more areas within Jarden into other areas, units,
groups or affiliates of Jarden. The compensation of the analyst who prepared this publication is determined exclusively by research management and senior management (not
including corporate finance & markets). Analyst compensation is not based on corporate finance & markets revenues; however, compensation may relate to the revenues of Jarden
and/or its divisions as a whole, of which corporate finance & markets, sales and trading are a part, and the Jarden Group as a whole.

The analyst(s) involved in the preparation of this publication may participate in events hosted by the subject company, including site visits. Jarden does not accept or permit analysts
to accept payment or reimbursement for travel expenses associated with these events.

Within the past 12 months, a member of the Jarden Group may have received or provided investment services and activities or ancillary services as per MiFID II which may have
given rise to a payment or promise of a payment in relation to these services from or to this company.

Distribution Restrictions
Australia

This publication is being distributed in Australia by Jarden Australia Pty Limited, an Australian Financial Services Licencee (Licence No. 485351) to a limited number of professional
investors or sophisticated investors, as those terms are used in sections 708(8) and 708(11) of the Corporations Act 2001 (Cth) (“Corporations Act”), who are also “wholesale clients”
within the meaning of sections 761G of the Corporations Act ("professional or sophisticated investor”). The entity receiving this publication represents and warrants that if it is in
Australia, it is a wholesale client and either a professional or sophisticated investor, and that it will not distribute this publication to any person outside of Australia.

Bermuda
This publication is being distributed outside Bermuda and the recipient acknowledge that the recipient received this publication from outside Bermuda.
China

None of this publication or anything contained herein should be read or construed or deemed as offering of securities or any other financial instrument in the People’s Republic of
China. None of this publication or any other materials relating to the same has been approved by, or registered with, the China Securities Regulatory Commission or other competent
authorities or self-regulatory organizations in China. This publication must not be copied or redistributed within the People’s Republic of China.

France

This publication has not been prepared in compliance with French or European laws and regulations covering investment recommendations, investment strategy recommendations,
investment services or ancillary investment services. In France, this publication is distributed solely to professional investors or eligible counterparties based on reverse inquiry. No
person to whom a copy of this publication is issued may issue, circulate or distribute this publication in France, or make, give or show a copy of this publication to any other person.

Germany

The distribution of this publication from the jurisdiction outside of Germany has not been notified to the German Federal Financial Supervisory Authority (Bundesanstalt fiir
Finanzdienstleistungsaufsicht). Nor has this publication been prepared in compliance with German or European laws and regulations covering investment recommendations,
investment strategy recommendations, investment services or ancillary investment services. In Germany, this publication is distributed solely to professional investors or eligible
counterparties based on reverse inquiry. No person to whom a copy of this publication is issued may issue, circulate or distribute this publication in Germany, or make, give or show a
copy of this publication to any other person.

Hong Kong

This publication is distributed and intended for distribution to professional investors (as defined in the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFO")) only. This publication is personal to the recipient and any unauthorised use, redistribution, retransmission or reprinting of this publication (whether by digital, mechanical or
other means) is strictly prohibited. This publication and the distribution of this publication do not constitute an offer or an invitation to offer to the Hong Kong public to acquire,
dispose of, subscribe for or underwrite any securities or related financial instruments.

Japan

Any of the Jarden Group entities is not registered as Financial Instruments Business Operator under the Financial Instruments and Exchange Act of Japan ("FIEA"). Accordingly, Jarden
is not allowed to conduct any financial instruments business in Japan unless certain exemption under the FIEA applies. This publication and information contained herein is prepared
for and provided to the addressee under such exemption, and it is strictly prohibited to transfer, issue, circulate or distribute any part of them, or make, give or show a copy of any
part of them, to any other person.

Malaysia

This publication is provided to the recipient only at the recipient’s request, and is not an offer, invitation or agreement by Jarden to enter into any transaction with the recipient on its
or any other terms. Jarden is not licensed by or registered with Securities Commission Malaysia to carry on business in any regulated activity under the Capital Markets and Services
Act 2007. Jarden is not able to and does not provide advice or services that constitute regulated activity in Malaysia, except in the circumstances permitted by Securities Commission
Malaysia for unlicensed foreign capital market intermediaries. Should the recipient need advice or a service that is a regulated activity under the Capital Markets and Services Act
2007, the recipient may need to seek the assistance of an appropriately licensed or registered person. This publication may not be distributed or made available in Malaysia. No
securities are being offered or made available for purchase in Malaysia.

Netherlands

This publication has not been prepared in compliance with Dutch or European laws and regulations covering investment recommendations, investment strategy recommendations,
investment services or ancillary investment services. In the Netherlands, this publication is distributed solely to professional investors or eligible counterparties based on reverse
inquiry. No person to whom a copy of this publication is issued may issue, circulate or distribute this publication in the Netherlands, or make, give or show a copy of this publication
to any other person.

New Zealand

This publication is being distributed by Jarden Securities Limited, irrespective of whether this publication was prepared by Jarden Australia Pty Limited in Australia or Jarden Securities
Limited in New Zealand, to market professionals, institutional investors, "wholesale investors" within the meaning of Schedule 1 of the Financial Markets Conduct Act 2013 (New
Zealand) and retail investor clients in New Zealand. By receiving this publication, the recipient represents and warrants that the recipient is such a person. Jarden Securities Limited is
a NZX Firm. A Disclosure Statement is available on request, free of charge.

Norway

This publication is provided to the recipient only at the recipient’s request, and is not an offer, invitation or agreement by Jarden to enter into any transaction with the recipient on its
or any other terms. In the Netherlands, this publication is distributed solely to professional investors or eligible counterparties based on reverse inquiry. No person to whom a copy
of this publication is issued may issue, circulate or distribute this publication in Norway, or make, give or show a copy of this publication to any other person.

Singapore

By receiving this publication, the recipient represents and warrants that the recipient is an institutional investor as defined under the Securities and Futures Act (Cap. 289) of the
statutes of Singapore. This publication is personal to the recipient only, and shall not be transferred to any other person.

Switzerland
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This publication is for the recipient’s information only and do not constitute an offer, a solicitation of an offer to buy or sell investment products or financial instruments, or an
advertisement. This publication is not a prospectus according to Art. 35 et seq. of the Swiss Financial Services Act (FinSA) and is not a similar communication according to Art. 69 of
FinSA. The analysis contained in this publication should not be considered as a personal recommendation and does not take into account the investment objectives or strategies or
the financial situation or needs of any particular person. It is based on numerous assumptions. Different assumptions may lead to materially different results.

United Arab Emirates

This publication is provided to the recipient only at the recipient’s request, and is not an offer, invitation or agreement by Jarden to enter into any transaction with the recipient on its
or any other terms. In the United Arab Emirates, this publication is distributed solely to qualified investors (as determined by the decisions of the United Arab Emirates Securities and
Commodities Authority) based on reverse inquiry. No person to whom a copy of this publication is issued may issue, circulate or distribute this publication in the United Arab
Emirates, or make, give or show a copy of this publication to any other person.

United Kingdom

In the United Kingdom, this publication is being distributed only to, and is directed at, persons (i) who have professional experience in matters relating to investments falling within
Article 19(5) ("investment professionals") of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended ("FPQO"), (i) who fall within the categories of
persons referred to in Article 49(2)(a) to (d) (high net worth companies, unincorporated associations, etc.) of the FPO or (iii) to whom it may otherwise be lawfully communicated
(together "relevant persons"). Any person who is not a relevant person should not act or rely on this publication or any of its contents. This publication does not constitute
investment advice and is not intended as an offer or invitation to engage in any investment services or activities.

United States of America

Jarden is not registered as a broker-dealer in the United States. As a result, Jarden is not subject to U.S. rules regarding the preparation of research reports and the independence of
research analysts. The research analyst(s) who has/have prepared this research report is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of the Financial Industry Regulatory Authority or required to otherwise comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading securities held by a research analyst account. This report may be distributed in the United States solely to
"major U.S. institutional investors", as defined by Rule 15a-6(b)(4) of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by U.S.
Securities and Exchange Commission ("SEC"), in reliance on Rule 15a-6(a)(2) of the Exchange Act, and may not be furnished to any other person in the United States. Each major U.S.
institutional investor that receives a copy of this report by its acceptance thereof represents and agrees that it shall not distribute or provide copies to any other person. In reliance
on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with major U.S.
institutional investors, Jarden has entered into an agreement with a U.S. registered broker-dealer, Enclave Capital LLC ("Enclave"). Any US recipient of this report that desires to effect
transactions in any securities discussed in this report should do so through Enclave or another U.S. registered broker-dealer that is authorised to provide services under Rule 15a-6.
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