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The Circular Retail Revolution .'

Four Trends That Will Change Retail Forever

November 18, 2021

Presented by Nick Taylor
Senior Managing Director, International Retail
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The circular economy Consumers will Fashionwill (haveto) @ @ Clean retail
in the retail sector punish dirty retail clean up its act §  willwinbig
will explode : ;
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Change is Underway
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OWNERSHIP >USERSHIP
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Change is Underway

And the message is coming right from the top...

Earthshot Prize: William wears 20-year-old trousers as he and Kat
don recycled outfits

Prince William and Kate Middleton attended the first awards ceremony for William's environmental pri:
The Earthshot Prize - at Alexandra Palace in London

25 i T@EBRCK!
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THAN THE

By Russell Myers, Royal editor & Jennifer Newton, Royal Features Writer
19:30,17 Oct 2021 | UPDATED 23:00, 17 Oct 2021

OO @ comers

Prince William wore a pair of trousers that he’d had for 20 years after he asked guests at his inaugural
Earthshot Prize awards to "consider the environment when choosing their outfit" for the bash.

Meghan Markle’s Most Expensive E
Maternity Look Cost Over $100K!
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Conscious Consumerism
and COVID-19

Why is this subject is important?

:I It has optical Good to be in
benefits for the money

Conscious consumerismis
forefront of consumers’ mind

The reality is the circular economy will ultimately
collide head-on with Business as Usual.

Smart retailers will adapt and change from BAU.
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Would you agree that
it’s worth paying more
for a product from a
socially responsible
retailer?
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Would you change your
consumption habit(s)
to reduce your impact
on the environment?

Would you pay up to 5%
more and switch your
buying habits to brands
that align with your own
personal values?




The retail sector will
explode; it’s already
changing consumers’
shopping habits.

Gordon
4. Brothers



Changing Consumers’
Shopping Habits

Smart retailers are excelling by aligning
with consumers’ values and benefiting in:

« New market(s)
* Retaining existing customers

» Attracting new customers from competitors
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Changing Consumers’
Shopping Habits

The circular economy has three key markets:

I T

The rental market will
grow to $2.3Bn in the
U.K
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Changing Consumers’
Shopping Habits - Rental

Fashion

ROTARO HURR
RESELLFRIDGES
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Changing Consumers’
Shopping Habits - Rental

Beyond fashion

We're seeing a real shift in consumer behaviour
toward usership rather than ownership.

JEHN . .
LEWIS mu5|cMagp|e

& PARTNERS

Furniture rentals Electrical rentals

Searches for ‘sustainable home’ on johnlewis.com

650%+
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Changing Consumers’ Shopping Habits —
Resale

Launched in 2007- buying used DVDs, CDs and books

« 2021 - UK’s biggest mobile phone recycler / consumer tech products
« £153.4m in revenuesin 2020

 GP £44.8m - a47.3% yoy growth

£16Bn worth of old electronics in drawers — an average of 11 per house.
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Changing Consumers’ Shopping Habits —
Resale

H&M'’s resale arm Sellpy ¢ 24 countries * 9 million garments since 2014

The process

Sellpy collects bags of unwanted = Selpy e
clothes from customers

Sorts

Sells the goods on its own platform Giving

customers 40% of the proceeds e

Resale also popularised by Nike, IKEA and Levi’s. Money for old jeans!
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Changing Consumers’ Shopping Habits —
Peer-to-Peer

Gen Z and millennials are adopting second-hand clothing two-and-a-half
times faster than other age groups - and in the process, changing fashion
consumption by redefining the way newness is understood and appreciated.

According to Depop, extending the life of a piece of clothing by an extra
nine months reduces its carbon, waste and water footprint by 20% to 30%.

£459m worth of items were sold on Depop, raking in revenues of £50m.

With a market value of €3.5Bn, 45 million users worldwide and
around 300 million items listed at any one time.
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Key Takeaways

Increasingly — the Circular Economy will be seen as BETTER THAN NEW

Growth can be tied to sustainability - rather than in spite of it....
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Consumer Activism is Growing Stronger

GamesSiop

Reddit users punishing the hedge funds
« Consumer activists coordinated a buying spree

* Forcing the share price back up

million 10
" raising $551
25mifon 22 sfomatorn
ar ' std:"w,,,y'sec Gl
eed WP
POINTS
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* Hedge funds caughtin a ‘Short Squeeze’ - had to buy shares to
cover their growing losses

; : et kB0t * ‘
* Gamestop share price grew from $20 to $483 in days et A o™t inhe
b ALt e Wl et P | Digital Economy

puming 7
recent head [

* The Hedge funds lost $Bns

Who participated through Reddit? Consumer activists, B 0 e

dubbed the Power of the Swarm (Guardian)
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Consumer Activism

It's very easy for consumers to voice their dislike:

* Brand boycotts now regularly spread virally
by social networks worldwide

* Boycotts have the potential to gain steam
without anyone ever meeting face-to face
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51% of UK adults agree that they prefer

to be associated with companies / brands
that align with their values.
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er Activism

73% of global consumers say they would or
probably change their consumption habits
to reduce their impact on the environment.
(Meet The 2020 Consumers Driving Change Survey)
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One-third of global consumers, from Gen Z
to Baby Boomers (ages 18 to 73), will abandon
their favourite brand if it doesn’t align with
their personal values. And pay more &

change their buying habits for brands that do.
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70% of customers would pay up-to +5%
more — and change their buying habits -
again to brands that align with their

own personal values.
(McKinsey)
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Consumer Activism

\

Sustainability and environmental
protection are becoming an expectation
from consumers.

A
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Key Takeaways

Brands need to clearly communicate what they stand for in relation to morals
and ethics to allow consumers to align their own beliefs with that of the brand.
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The circular economy
will throw the apparel
sector’s dynamics

on its head.

Gordon
4 Brothers 0



The Fashion Sector

It's estimated that the fashion industry produces 4% of global carbon emissions (McKinsey);

More than all international 93Bn cubic metres water pa.
flights and shipping combined 120m treescut pa Water for 5m people
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The Fashion Sector

350,000 tonnes of clothing from the UK
ending up in landfill each year.

More than $500Bn globally of value is lost
every year due to clothing underutilisation
or lack of recycling.

Mintel’s Fashion Sustainability UK, 2021
report states that consumers now place more
importance on sustainability when buying
fashion items - than they did a year ago.

60% agreeing that it is important in 2021,
vs 56% in 2020.
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Mintel figures for July 2021 showed
consumers are spending 37% less on clothing.

Instead consumers are revisiting their
wardrobes, wearing older garments and
repairing damaged items - or renting.
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The fashion sector

Where will this lead?

EEEEEEEEEEEEEEE
Lono

DOROTHY
PERKINS

EVANS

World of Curves.

TOPMAN

wollis

BURTON

MENSWEAR LONDON

Debenhams
i Sethidgz.
TOPSHOP

WAREHOUSE



The Fashion Se or

| Fast fashion... its days are numbered!

Slow fashion is becoming a key priority
for consumers.
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The Fashion Sector

Fast Fashion?

« Consumers are buying 60% more
than they did 20 years ago

* Keeping garments for half as long

Why?

« Often using cheap labour and fabrics
to mass-produce garments at low prices

* Prices low enough that some consumers
view the garments as disposable
and discard after one use or wear

It’s simply not sustainable
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The Fashion Sector

Smart retailers have seen an opportunity and are developing ethical
and highly lucrative new concepts.

Growth can be tied to sustainability...
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Clean Retail

The circular revolution is good for the bottom
line, not just the planet!

Apple began offering discounts with
trade-insin 2013.

Great optics
Reducingits carbon footprint
Printing money

Dominating market share in the
3rd world.
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Clean Retail

ESG links to cash flow in five important ways

Minimising regulatory Increasingemployee Optimising investment
& legal interventions productivity & capital expenditure
Top-line growth Reducing costs
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Takeaway

Successf‘ulvrefall has always th rlved,.respondmg to,
antlmpatmg consumer needs and deswes th|5Js El
,crltlcal sea-change in consumer. behav:our |
The wmners WI|| be the retallers wfhe hear their
consum/ers clarlon caII and do the rlght thlng by the|r
const%mers and t'he planet
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