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Introduction

Explore NBCUniversal's latest perspectives and insightsinto the
Retailindustry. This report provides an overview of recent marketplace
dynamics, our prediction of key future trends impacting the industry,
and strategicrecommendations for Retail brands and marketers as
they navigate what’s next.

We lcomE! Our Approach

At NBCUniversal, we have a legacy of working with a diverserange

% ﬁ({“% - of Retail partners to build their brands. This report has been created
— (B0 based on NBCU's:

* OngoingIndustry Evaluation

* Conversations with Retail Advertisers and Agencies
* Continual Marketplace Analysis

* Examination of Consumer Attitudes towards the Retail Industry



Key Retail
Subcategories

Big Box &
Department Stores

Home Furnishings
& Improvement

Apparel &
Accessories

Resale
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Ecommerce &
Direct to Consumer
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Retailers faced

Mixed
Cues from

Consumers

as revenge spending
and spend on
experiences over
goods went head

to head with

rising inflation
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Retail Brands Adjusted & Innovated
Offerings in 2023

Price-Consciousness Direct-to-Consumer Discerning Consumers New Services and
Influences Purchases Strategies Flourish Result in De-Influencing Stores Blossom

<,

Consumers cut down In an oversaturated As brands continueto rely Lingering supply chain
spend, traded down, and market, both legacy heavily on influencers, issues and consumer
prioritized certain and digitally-native consumers have become focus on price &
purchases over others brands have expanded more jaded & discerning sustainability have driven
(less discretionary).In their direct-to-consumer in who they listen to and growthin resale,

response, retailers strategiesto both gain trust. Amidst this sustainable alternativesto
adjusted promotional market share and skepticism,consumers are shipping (i.e. BOPIS), and
strategies, messaging, drive loyalty. looking to influencers who in-store services (i.e.
inventory mix, and more appear less driven by tailor/alteration).

to adapt to this brand partnerships.

changing behavior.




BRANDS ACROSS RETAIL SUB-CATEGORIES ARE

Navigating A Range of Consumer Behaviors

Big Box retail giants

are still the go-to for
consumers to get all their
essentials and non-
essentials in a single visit.
As shoppers have tightened
wallets, we've seen big box
stores shift attention to
less price-sensitive
shoppersin their
marketing.

+1-3%

Increase in visits
for Target and Costco,

comparedto 0.3%
YoY decline in overall
retail visits?!

Apparel &
Accessories

Although consumers have
been conscious of their
discretionary spend, they're
still finding opportunities
to treat themselves,
especially as retailers’
supply chain woes diminish
and they're able to present
shoppers with new items.

+5.3%

estimated sales growth
in 20232

Multi-cultural consumers
drove 7% of apparel
growth in the last 3 years?®

Grocery

With food costs being
second only to housing
costs in HH monthly
budgets, grocery shopping
has become a key
destination where
consumers spend and save
money.

+7.5%

estimated sales growth
in 20232

To battle inflation, 79%
of consumers dined
out less often

Sources: 1. Placerai “Retail Giants in 2023" 2. eMarketer 3. NBCU Inflation and the MC Shopper ARF Final 4. Morning Consult “The State of Food & Beverage H2'2023"

Home Furnishings
& Improvement

With a cooling of the
housing market, weather
impacts, and the decline of
pandemic nesting, demand
for home improvement and
furnishings have slowed.

+2.0%

estimated sales growth
of Furniture & Home
Furnishings in 2023

-3.6% fall in Home
Improvement?

NBCUNIVERSAL

Discount
Retailers

Discount and dollar stores
have captured a larger
share of market as price-
conscious consumer
mindsets persist. However,
these retailers might start
to feel the pressure as
macroeconomic factors
shrink margins.

VALY

share of visits in H1'2023
for discount & dollar

stores, comparedto
18.2%in H1'20191



https://nbcuni.sharepoint.com/:b:/r/sites/clientstrategy_wfh/Shared%20Documents/Categories%20(D%20-%20R)/Retail/Category/Category%20Overview%202023/Placer%20ai%20Retail%20Giants%20July%202023%20Visit%20Patterns.pdf?csf=1&web=1&e=VN7kQ1
https://forecasts-na1.emarketer.com/584b26021403070290f93a2d/5c5cb70d8920aa0508d0641e
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LOOKING AHEAD

Key Retail Trends
& Emerging
Sub-Categories
We Expect to
Influence Marketing
& Media Strategies
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* Lifestyle Brands
//_7: Evolve Again
Q—% Business Realities Go Head-to-Head
- With Consumer Preferences
’““ The Store Becomes
m The Next Advertising Frontier
%9 Retailers Face More Headwinds
As They Stand For Purpose
[>[> Emerging Sub-Categories & Brands
Resale, Grocery, Dollar & Off-Price



Lifestyle Brands
Evolve Again

People & Brands Further
Their Relationship Together

People look to brands for
guidelines on what to buy, how
to live, and even what causes to
support. This expectation is set
to only increase as consumer
expectations of a brand'’s
purpose increase and brands
continue to personify themselves
across their marketing.

B Fair Tr

ade.
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The Past: A Product
Historically, brands used to only focus on their products to
meet specific consumer needs, without prioritizing any other
aspects of the brand-consumer relationship.

Today: A Lifestyle or Belief

Beyond core product offerings, brands today seek to promotea
specific way of life or a shared set of beliefs, creating deeper
connections with consumers and influencing culture.

Today: A Community
Brands today are also focusing on building communitiesto drive
awareness and cultivate loyal consumer bases.

The Future: Friendship
Through brand personalization, direct interaction,and consumer
support, brands will continue to evolve to form deep connections
with consumers and become strong drivers of culture.

11 J



Business Realities
Go Head-to-Head
with Consumer
Preferences

The consumer experience is set
to change, not because of their
preferences, but because of what
retailers must do to maintain and
grow margin

New experiences may be at

odds with what consumers want

(ie. no free returns, locked up items),
putting retailersin a tough position
of choosing between meeting

their customers’ needs &

improving profitability.

Sources: 1. McKinsey 2. Winsight Gracery Insights 3. Mintel 4. CNRC 5. Glossy Co

Purchases Are Price & Promotion-Driven

80%

Of consumers are changing their
shopping behavior by trading down'

Private Label food sales jumped 8.2%
the first half of ‘23, totaling $108B?

IR HIH

Shrink Issues Intensify

$94.5B

The cost of shrink, including shoplifting
and organized retail crime, to retailers
in 2021*

NBCUNIVERSAL

&

Returns on the Rise

~17%

Of online purchases end up as returned
merchandise with 27% of consumers
ordering extra items that they plan to
return to reach free shipping?

Resale Raises New Margin Challenges

$19M

Leading Resellers Q123 losses®


https://www.mckinsey.com/capabilities/growth-marketing-and-sales/our-insights/us-consumers-send-mixed-signals-in-an-uncertain-economy
https://www.winsightgrocerybusiness.com/cpg/private-label-keeps-setting-records-2023
https://reports.mintel.com/display/1155651/?fromSearch=%3FcontentType%3DReport%26filters.category%3D122%26last_filter%3Dcategory%26resultPosition%3D1
https://www.cnbc.com/2023/05/31/what-are-retail-shrink-and-organized-retail-crime.html
https://www.glossy.co/fashion/as-resale-companies-seek-profitability-eliminating-low-margin-products-is-key/

The Store
Becomes the Next
Advertising Frontier

As retailers evaluate the role
of the store and evolve their
media networks, brick &
mortar will have a new

value proposition

Brick-and-mortars are no longer
places simply to transact. Shoppers
are seeking out product interaction,
in-store experiences and services.

While retail media ad spendis
expected to increase by 20% this
year, retailers are assessing the fact
that in-store audiences are still 70%
larger on average than their digital
audience.l

Sources: 1. Capgemini, Aug 2022 ; PWC, Feb 2023 , eMarketer In-Store Retail Media 2023
Image: macrovector / Freepik

Smart Carts
Product Recs (ie. Popular Purchases),
Sponsored Aisle Maps

In-Store Audio

News, Weather, Movies,

Free Guest Wi-Fi

In-Store Screens
Product Recs, Entertainment

Personalized Offers
Refreshment Ads,
Restaurant Offers

Checkout/Self Checkout
Payment Preferences,
Additional In-store Offers,
Local Deals

NBCUNIVERSAL

Interactive Displays
CPG coupons, Food pairings

Digital Shelves
Recommended
Products

Front-Of-Store
Kiosks

Daily In-Store
Deals, Local
Discounts & Events



https://prod.ucwe.capgemini.com/wp-content/uploads/2022/12/CRI_Immersive-Experiences-and-the-Metaverse_8Dec22_Web.pdf
https://www.pwc.com/gx/en/industries/consumer-markets/consumer-insights-survey.html

Retailers Face More
Headwinds As They
Stand For Purpose

Brands will need to be
resilient in holding their ground
as they stand for change

In an increasingly polarized society,
brands have become more sensitive
to backlash, negative press, and
controversy. This ongoingdiscourse
Is making them question the value
of taking risks around standing for
a purpose.

Despite this fear, the cost of not
engaging could cost brands up

to $5.4 trillion®in revenues if they do
not use theirinfluence to defend and
engage in causes that are relevant
to their consumers, employees,

and shareholders.

Sources: 1. WSJ, CNBC 2. Marning Cansult 3. Barkley & Jefferies, October 2022
4. Lucidpress 2021, Oberlo 5. Kantar
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The discourse between consumers and brands has been intensifying, with more
brands facing controversy after running purpose-driven efforts

6/12/23

Companies Quiet Diversity and

Sustainability Talk Amid Culture
War Boycotts

WSJ 6/29/23

Boycotts rarely work — but anti-

LGBTQ+ backlash is forcing companies

into tough choices

More than ever, brands must hold their stance even as certain groups hurt them

in the short-term, because:

Consumer expectations
continue to increase

67%

of U.S. adults in 2023 think
companies should play an
active role in communicating
their position or get involved
in political/social issues, or
take a stance on these issues
when they are directly

related to their business
(vs.61%in 2021)2

Employee retention boosts,

and further benefits the
bottom line

3x

US employees say they are 3x
less likely to leave a purpose-
led company?

Customers appreciate brands
that have consistent values

2/3

Of businesses say brand
consistency has contributed to

revenue growths of at least
10%*

-


https://pro.morningconsult.com/analysis/brands-ceos-political-survey-data
https://www.mmm-online.com/home/channel/kantar-ignoring-dei-could-lead-to-trillions-in-losses/
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EMERGING SUBCATEGORIES . . o
Resale, Grocery and Dollar & Off-Price retailers are driving

significant category growth

Resale o

The subcategory has seen steady growth
driven by younger generations and a
demand for sustainable, unique, and
affordable fashion.

LVACRIEL

The secondhand market expected toreach
$350B globally and $70B domestically by
2027.1Hispanic consumers are 21% more
likely to consider or buy into resale?

Ad Spend

$389M subcategory spend in 2022 with a
54% and 45% digital/linear split.3

Source: 1. Iheedlp. 2 Mintel: Circular Shopping 3 MediaRadar. 4. DoarDash. 5. Gracery Dive 6. eMarketer

Grocery =

The subcategory continues to grow as
evolving consumer preferences and
technology reshape shopping habits.

LVACRIEL

47% of U.S. consumers cook more often
now than they did last year.* Online grocery
sales expectedtosee a CAGR of 11.7%

over next 5 years.®

Ad Spend

$690M subcategory spend in 2022 with a
69% and 31% digital/linear split.3

Dollar & Off-Price

Dollar stores have seen steady growth as
consumers continue to adjust spending, and
off-price retailers are finding success by
prioritizing both value and store experience.

LVACREL

Visits to off-price apparel retailers
increased 13.1% YoY in July 2023, compared
to a 10.3% decline in visits to other apparel
retailers.®

Ad Spend

$1B subcategory spendin 2022 with a 63%
and 37% digital/linear split.3



https://www.thredup.com/resale
https://get.doordash.com/en-us/restaurant-online-ordering-trends
https://www.grocerydive.com/news/online-grocery-sales-will-increase-at-12-annual-rate-over-5-years-report/641578/
https://content-na1.emarketer.com/dollar-stores-face-growing-pains-inflationary-pressures-bite?utm_source=briefing&utm_medium=email&utm_campaign=20230906_re_&utm_term=retail+%26+ecommerce+briefing+active
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SUMMARY . ﬁ Lifestyle Brands Evolve Again
Key Retall Trends Brands continue to evolve from selling a product,

— to upholding a belief, to creating a community, to building
We Expect to =X

a relationship

Influence @@ @0 0

Business Realities Go Head-to-Head

MarkEting & _ @% With Consumer Preferences
Media Strategies -

Driven by shrinkissues, increasing returns, and pressured
margins, retailers may be forced to create experiences that
are at odds with what consumers prefer

"l“ The Store Becomes The Next Advertising Frontier
m Brick-and-mortar will find a new value propositionas an
. advertising platformto reach consumers

Retailers Face More Headwinds As They Stand For Purpose
4@ Brands will need more resilience in holding their ground as

they defend causes and consumers

Emerging Sub-Categories & Brands
Resale, Grocery, Dollar & Off-Price
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While valuations fell, brands who
maintained ad spend through 2022

130.0

Ultimately saw less declines
in market capitalization. For

the average company, this
- ’ “\M translated to maintaining
S $707m
90.0 \‘M\ﬂ | More in market capitalization

‘ compared with brands who
80.0 = / cut ad spend

N \ V. |

70.0
SIEEIRN ALY SN
@0’ N A N GG CEIPACIPA GG \9\% ,\/\Xb @(b

Qq/
Q N Q N N Q 5 '\,\{b > "\,\(tb Q‘\Q;\'

=—Maintain Cut

*On Average J
Sources: S&P CIQ, MediaRadar, NBCU Proprietary Analysis 18



Increased Linear Promo
Spend Across Buckets:

Facilitated The

During November
and December

TV promos in Nov-Dec,
prompted buy rates to be

13x-17x

higher than retailers
without linear investment

Buy Rate: Number of trips * average spend basket
Sources: Numerator, iSpot, Numerator

Total Buy Rate Per Bucket
Q4 2020 vs. Q4 2021 | Buy Rate YoY

0.6%

. e

No Linear Spend During Oct. Holiday Spenders

Holidays

9.4%

NBCUNIVERSAL

9.5%

Nov. Holiday Spenders

-
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Total Advertising Spend vs. Sales Growth Per Shopper

Wlth GOOdS in (Q2-Q3 2020 vs. Q2-Q3 2019)
Short Supply,
Retailers Pivoted

Increased
4 0/ Ad Spend
0

$136.97
Incremental growth in sales for
Grocers who continued to
advertise vs. those who cut 3 A 3 3 3
Decreased I s e o Y e Y ) O O
AdSpend ' O O O O O O O O O

Scale: @ =$20.00
Sources: Numerator, iSpot, Mediaradar Internal Analysis 20



Media Trends
to Watch

Even as ROl becomes more
important than ever, retail marketers
will be gravitating towards
investments that mimic their own
experience-first businesses.

Source: 1. SMI: Retail +Apparel & Accessories 2. Wunderman Thompson_Feh 2023 3.
Ogilvy & Thred Media March 2022 4. Glossyca

INVESTMENTS MIRROR
“Phy-gital” Retail

Over the last few years, the
platforms seeing the largest

growth have been digital video and

out-of-home

3-Year CAGR! for:
Digital ~ +14%
OOH +13%

CONSUMERS
Will Be Brought In

86%

of Gen Z are willing to commit an
hour a week to be part of a
working group for their favorite
brand, such as joining a Gen Z
Council for three months3.

NBCUNIVERSAL

Marketing
MAKES THE DIFFERENCE

63%

of people globally would like brands
to wow them with spectacular
advertising and marketing?.

Brands must connect top-of-mind
awareness strategies with stories.

Loyalty Programs
WILL BE FEATURED

During times of economic
uncertainty, consumers gravitate
towards loyalty and subscription
offerings.

7/11/23 GLOSSY

Fashion brands are refreshing loyalty
programs to increase customer

lifetime value I
21


https://www.wundermanthompson.com/insight/the-age-of-re-enchantment-report
https://www.ogilvy.com/ideas/gen-z-brand-what-you-share-not-what-you-sell-part-i
https://www.glossy.co/fashion/fashion-brands-are-refreshing-loyalty-programs-to-increase-customer-lifetime-value/
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Retail at NBCU
Proven Impact: Across Brand KPls

BUSINESS OUTCOME NBCU RETAIL CAMPAIGNS - Testvs. Control

o q Brand Ad Brand Brand
Usper Funnel) Familiarity ~ Recall  Favorability ~ Consideration
oF +7% +29% +8% +3%

Search
Performance Engagement Purchase Intent Foot Traffic Transactions

(Lower Funnel) +49% +11% +9% +6%

Source: NBCU Ad Impact Database 2017-2022, 49 Brand Impact, 6 Attribution NBCU measured Retail campaigns
Custom research, vendors vary. Average of exposed vs. control cells for NBCU. Top 2 box;
Search Engagement (SER Index): EDO, Volume in five minutes following ads airing on NBCU vs. same brand competitive averages expressed as an index (149). 22
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Campaigns Across More Than One Platform Are More Effective

Retail Category
NBCU Campaigns: Multi-Platform vs. Single Platform
% Lift

®

+7% | +4% | +18% | +26%

Brand Familiarity Brand Purchase Brand
Favorability Intent Recommendation

Source:NBCU Ad Impact Database 2017-2022, 49 Retail Brand Impact Studies
Customresearch, vendors vary. Average of test cells for 2+ platforms vs. single platform campaigns -



Strategic
Consideration for

Driving
Growth
for Retail
Brands

Secure Brand

& Top of Mind L ]

Awareness

Inspire Brand

Love and o
Product/Service X
Consideration

Engage Key

Audiences & &

Build Community

Leverage Data 000
to Drive New & IIIF\V”VI.“
Repeat Visits

Why NBCUNIVERSAL
As both established and digitally native D2C brands continue to

battle for customers, brands need to be top of mind during key

shopping moments and seasons

How
Invest across platforms for mass reach to encourage top-of-mind
awareness and multi-platform shopping that drives sales

Why

With more choices than ever before and an expectation for seamless,
convenient shopping experiences (the “Amazon Effect”), consumers
need inspiration for what to buy & the ability to do so in the moment

How
Capitalize on high impact storytelling and invest in Content Commerce
capabilities across shows where audiences leanin

Why
Consumers expect highly personalized recommendations and
experiences to capture their loyalty

How
Leverage audience insights and targeting capabilities to create and
distribute across content that connects with key customer segments

Why

As brands continue to capture more consumer data through rewards
and loyalty programs, they can leverage this data to better
understand their customers and meet their needs

How
Use 1P and 3P data in combination with lower funnel targeting
capabilities to drive repeat visits and grow CLV
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VTRV Socrcfend  22TM =-

NBCU viewers with

el Awareness Lol oo SES
Business
Impact :
forpRetail Insplre Brand Branded Content Content & Commerce Apple News
Love and
" &"A NBCUniversal
Brands Product/Service m &0 Checkouts N

Consideration

Engage Key

Audiences & Young Loyalty Omni-Channel
. . T e 5 Shoppers Members Shoppers

Build Community %

©/INCSolutions

g L D NBCUnifie}" Audience Targeting & Automation Across One Platform
n everage Data to v NBCU Streaming v' Managed Service

T Drive New & mar v Data-Driven Linear (DDL) v' Programmatic

L R t Visit ads art v' Cross-Platform (XP) v" Fandango360

g épeat visis o NBCUniversal v' Commercial Innovation v Anzu
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