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What Is the Direct
Brand Economy?

iab.

Powered by nimble
supply chains and 1st
party, data-enriched
customer relationships,
Direct Brands will
continue to steal share
and pose significant
threats to the growth
and vitality of
Incumbent brands.
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The Indirect Brand Economy (18791 2010) required tightly woven supply chains and
physical stores

finance
sourcing
_ advertising
manufacturing agency
logistics

distribution

integration

iab
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It gave a handful of brands stable, decades-long positions in most consumer markets

First mover advantage?

Brand 023 0683 Brand 023 083
Swi ftés Premium Bdacon 1 Sherwin-Williams Paint 1 1
Kell oggdés Corn FI| a@akes 3 Hammermill Paper 1 1
Eastman Kodak Cameras 1 1 Prince Albert Pipe Tobacco 1 1
Del Monte Canned Fruit 1 1 Gillette Razors 1 1
Her sheyds Chocol atles 2 Singer Sewing Machines 1 1
Crisco Shortening 1 2 Manhattan Shirts 1 5
Carnation Canned Milk 1 1 Coca-Cola Soft Drinks 1 1
Wrigley Chewing Gum 1 1 Campbell 6s Soup 1 1
Nabisco Biscuits 1 1 Ivory Soap 1 1
Eveready Batteries 1 1 Lipton Tea 1 1
Golden Medal Flour 1 1 Goodyear Tires 1 1
LifeSavers Mint Candies 1 1 Palmolive Soap 1 2
Colgate Toothpaste 1 2

iab
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The Direct Brand Economy (2010 - ) rewards agile outsourcing and
scaled individual relationships
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It is birthing new brands with new attributes, and cultivating new consumer behaviors

é APPAREL & FASHION
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Di gi t al medi a democrati ze the competitivene

10
million

200

# of advertisers # of individual
supplying 88% of advertisers on
U.S. network Facebook

television revenue

iab
Ia @  Source: Brian Wieser, Group M; Facebook Earnings Call 10/29/20 IAB Proprietary Research 7



éMassively scale the availability of new co

350
million

142,000

# of items carried in # of products carried
an average Walmart by Amazon, including
supercenters Amazon Marketplace

iab
Ia @®  Sources: Walmart; BigCommerce IAB Proprietary Research 8



https://corporate.walmart.com/newsroom/2005/01/06/our-retail-divisions
https://www.bigcommerce.com/blog/amazon-statistics/

el ncrease the reach,

# of U.S. cable TV
networks with prime-
time ratings above 1

million households

I b
Ia @®  Sources: Tubics, 11/13/20; The Wrap, 12/30/19

segmentati on,

22,000

# of YouTube
channels with 1
million+ subscribers

vari abil
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https://www.tubics.com/blog/number-of-youtube-channels/
https://www.thewrap.com/115-cable-channels-ranked-by-2019-viewership-yes-comedy-tv-is-still-dead-last/

e And br eak t-blékretailermetduray cartel 6s | ock on ¢t he

Distribution of Cosmetic Retail Sales by Channel in the U.S.

4%

100%
75%
50%
25%
0%

Traditional retail E-commerce
B Top 20 manufacturers I Other manufacturers

I b
Iq @  Sources: Inc; CBNC, 3/20/19: Common Thread, 3/16/20 IAB Proprietary ResearcA0



https://www.inc.com/emily-canal/glossier-makeup-skincare-emily-weiss-unicorn-valuation.html#:~:text=Glossier%20has%20been%20quietly%20stealing,and%20has%20just%2036%20products.
https://www.cnbc.com/2019/03/20/how-emily-weiss-took-glossier-from-beauty-blog-to-1-billion-brand.html#:~:text=Glossier%20has%20raised%20over%20%24190,over%201%20million%20new%20customers.
https://commonthreadco.com/blogs/coachs-corner/cosmetics-marketing-industry-trends

Sizing the brand disruption market

U.S. 2021 [Billions]

919

129

I

Total E-commmerce Sales DTC E-commerce sales Direct social network sales

iab
Ia @  Source: eMarketer, 10/11/21; 5/1/21; 2/1/21 IAB Proprietary Researcil



https://forecasts-na1.emarketer.com/584b26021403070290f93a2d/5851918a0626310a2c186abb
https://forecasts-na1.emarketer.com/5e700975c3317b012c8f34e4/5e7008861beeb907e46210ed
https://chart-na1.emarketer.com/248839/us-d2c-ecommerce-sales-2016-2023-billions

COVID & Commerce

iab.

COVID accelerated

the transition from a
brick -and-mortar
consumer economy to
b! dzt upsf mf t
economy by 200-
300%, permanently
altering the brand
value chain.

IIIIII prietary Researci 2



2020 crossed the e-commerce chasm: U.S. salesgrew 32%-2x f ast er t han

Yearly U.S. E-commerce Sales

Millions
$900,000
$800,000 $762,675
+32%
$700,000
$600,000 $578,501
$506,115
$500,000 $443,221
$400,000 $383,466
$338,237
$297,989
$300,000 $261,558
$232,196
$200,386

$200,000 $169,921
$100,000 I I

$0

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

I b
Ia @®  Sources: U.S. Department of Commerce, 8/19/21; Treasure Data, 8/17/2021 IAB Proprietary Researci3


https://www.census.gov/retail/index.html#mrts
https://www.treasuredata.com/press_release/consumer-shopping-survey/

iab.

| e t he ot her mar ket s

U.S. Growth: E-commerce vs. Brick-and-Mortar vs. Total
Retail vs. GDP, 2010-2020*

35% 31.8%
30%
25%
20%
14.3%
15%

10%

5% N 3.0% 3.4%
A e ®
0% "v—-
5%
-10%
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

B E-commerce sales growth
GDP growth

Brick—and—-mortar sales growth M Total retail sales growth

ar

e

stagnant

Insight
Brands can retain top
line revenue growthd
even as brick and mortar
declinesd by leveraging
e-commerce and its
multiple marketing
channels. Despite a
decline in physical
stores, brands that invest
In e-commerce can
match or exceed the
pace of GDP growth.

IAB Proprietary Researci4


https://www.census.gov/retail/index.html#mrts
https://www.retaildive.com/news/what-6-charts-say-about-the-pandemics-impact-on-retail/593102/
https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?locations=US

The U. S. Il ncreasingly is a fistorelesso econ

Net U.S. Store Closures, 2016 - 2020

[
NN 2020
- - T 8,736 closed
= N 3,300 opened
~ ] i 5,436 net closed
Insight 2019
S | T 9,832 closed
tore c osures were 4,689 opened
already on the rise year ] | 5,143 net closed
over year pre-COVID, 2018
and COVID accelerated - 1] g,zgg closedd
: opene
the trend. The i 1,957 net closed
momentum towards 2017
digital domination shows T 8,069 closed
no signs of a reversal. , 5,097 opened
] i 2,972 net closed
2016
] 4,358 closed

5,598 opened

.............

iab
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https://www.census.gov/retail/index.html#mrts
https://www.retaildive.com/news/what-6-charts-say-about-the-pandemics-impact-on-retail/593102/

By 2025, e-commerce will account for nearly a quarter of total retail

U.S. Retail E-commerce Sales

$1,607

14.22%

2019 2020 2021 2022 2023 2024 2025

mmm Billions =@=% of Total Retail Sales

iab
Ia o IAB Proprietary Researci 6


https://forecasts-na1.emarketer.com/584b26021403070290f93a2d/5851918a0626310a2c186abb

Top digital ret ai |
North
16.8% 17.1%

2015 2016

iab
Ia @®  Source: Digital Commerce 360, 6/9/21

Ameri caos

ersé6 average annual

Top Gotnbined % ghahgee | Leader so

in Sales Growth YoY

45.3%

17.9% 18.5%
I I i
2017 2018 2019 2020

s al

e
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https://www.digitalcommerce360.com/article/top-500-online-retailers-analysis/

Consumers arenot c¢omi Grdginevedad gpendinkexcedds f or e :
pre-pandemic levels

A E-commerce is up 57-58% in Q1 and Q2 of 2021 vs. 2019
A Nearly 2 in 5 consumers plan to shop only via e-commerce for the 2021 holidays

NP
IO\
~

Insight
Along both utilitarian and

/\ /\ emotional dimensionsd
everything from easing

Channel Spending Today vs. Before COVID-19

0 . )
-24 (1) curbside pickup to
Net change in concierge services to
Net change in \ online spending vs. enhanced AR/VR
in-store spending vs. pre-COVID-19 levels

and brands will need to
reimagine the in-store
experience

T ore-COVID-19 levels 0 I visualizationsd retailers

iab
Ia ® IAB Proprietary Researci8


https://www.census.gov/retail/mrts/www/data/pdf/ec_current.pdf
https://www.treasuredata.com/press_release/consumer-shopping-survey/
https://www.bcg.com/publications/collections/consumer-sentiment-series

Not only are there more e-commerce buyers, but average spend-per-buyer has
Increased nearly 43% since pre-COVID

Retail E-commerce Metrics in the U.S.

% Change % Change % Change
2019 2020 2020 vs. 2019 2021 2021 vs. 2020 2021 vs. 2019
Digital buyers (millions) 196.8 206.7 5.0% 209.6 1.4% 6.5%
Dollars per digital buyer $3,039  $3,866 27.2% $4,335 12.1% 42.6%

iab
Ia ®  Source: eMarketer, 5/1/21 IAB Proprietary Researci9



https://chart-na1.emarketer.com/c/T11668/retail-ecomerce-metrics-us-2019-2023

E-commerce growth is driving sales from physical to digital across categories

iab.

U.S. Retail E-commerce Sales Share by Category

% of total retail sales

Apparel & accessories

Auto & parts

Books, music & video

Computer & consumer electronics
Food & beverage

Furniture & home furnishings
Health personal care & beauty
Office equipment & supplies

Toys & hobby

Other

2018

24.2%
3.4%
46.9%
36.2%
2.3%
20.9%
9.7%
26.8%
31.2%
3.3%

2019

26.9%
3.6%
50.8%
39.4%
3.0%
23.6%
11.4%
28.7%
33.9%
3.7%

2020

36.3%
4.1%
63.1%
49.6%
5.3%
29.7%
14.8%
36.4%
40.8%
5.0%

2021

33.8%
3.9%
65.7%
50.2%
5.6%
30.3%
15.8%
38.1%
40.3%
5.0%
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https://forecasts-na1.emarketer.com/584b26021403070290f93a2d/5851918a0626310a2c186abb

COVID is turning most consumer categories into majority-online by purchase %

Consumers' use of online channel before and expected use after COVID-1912
% of respondents purchasing online3

% growth in customers

M Pre-COVID-19 M Expected growth after COVID-19 purchasing category online

Groceries 24 | . | +59%

Snacks 22 | ] +50%

Personal-care products 28 | = 46%

OTC medicines - 11 +45%

Household supplies YA 12 +44%

Alcohol 18 | | +40%

Food takeout & delivery 40 | +30%

Skin care & makeup e ———— +30% ~15—45%
Vitamins/supplements 40 | | +29% growth in consumers
Fitness & wellness 43 | | +29% who purchase online
Non-food child products 51 [T +27% for most categories
Furnishing & appliances 49 P ah +21%

Accessories 5 | | +21%

Consumer electronics 6 | | +18%

Footwear 53 i +18%

Apparel 61 il +17%

Jewelry 58 | +14%

Tobacco 29 K} +12%

Books, magazines, newspapers NG 7 e +11%

Entertainment at home 78 | | +7%

'Q: Before the coronavirus (COVID-19) situation started, what proportion of your purchases in this category were online vs from a physical store/in person?
’Q: Once the coronavirus (COVID-19) situation has subsided, tell us what proportion of your purchases in this category you think will be online vs from a physical store/in person?
3 Includes respondents who chose “some online,” “most online,” and “all online.” Respondents who indicated that they have not bought the category online and do not intend to do so in the next two weeks are classified as not purchasing online.

Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 7/30—8/2/2020, n - 2,024, sampled and weighted to match the US general population 18+ years

I b
Ia @®  Sources: Financial Times, 8/11/20; McKinsey, 8/7/20 IAB Proprietary Researci21



https://www.ft.com/content/e2767010-0121-4198-9ed3-c3f2750803cc
https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/survey-us-consumer-sentiment-during-the-coronavirus-crisis

Omnichannel =the only channel: Consumer use of delivery, click-and-collect,
BOPIS are up 45-125%

iab.

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

Methods Consumers Have Used for Purchases

Did before pandemic ® Doing now (June 2021)

38%

32%

25%
22%

Order items from a local Order items from a local
store and have them store and do in-store
delivered to your home pickup

36%

16%

Order items from a
local store and do
curbside pickup

IAB Proprietary Researc22


https://www.nielsen.com/us/en/insights/article/2021/covid-19-elevated-convenience-to-a-new-level-and-thats-how-it-will-stay/

Retailers adapting: Retailers offering click-and-collect +600% since early 2020

Percentage of retail chains in 2020 Digital Commerce 360 Top 1000
offering curbside pickup

50.7%

6.6% 8.1%
Early 2020 Mid 2020 Early 2021

iab
Ia @®  Source: Digital Commerce 360, 4/27/21 IAB Proprietary Researc23


https://www.digitalcommerce360.com/2021/04/27/more-than-50-of-large-retail-chains-offer-curbside-pickup/

Walmart more than doubled its same-day delivery offerings in just over a year

Wal mar t 6-day delivargy push

Number of stores offering grocery delivery over the past 14 months

3,000
2,700
1,850
1,600
) I
Nov 2019 Feb 2020 May 2020 Sep 2020 Jan 2020

iab
Ia @®  Sources: WSJ, 5/22/21; Grocery Dive, 2/1/21 IAB Proprietary Researc24


https://www.wsj.com/articles/grocers-need-not-fear-amazonfor-now-11621692001
https://www.grocerydive.com/news/walmart-grocery-delivery-reaches-3000-stores/594282/

The HD@mand Economyo I s here: The ndelivery
days to minutes

Gorillas’ Ten Minute Grocery Delivery to
Launch in the U.S. N @I
7/

With Grocery Delivery in 15 Minutes or

Less, JOKR Wants to Reinvent Food Insight
Shopping The On-Demand Economy means

brands need to fulfill the consumer
desire for immediate gratification. By
Fridge No More puts 15-minute partnering with delivery platforms,

delivery to the test in the US brands can leverage embedded ad

opportunities, upsell/cross-sell, and
o data/insights. On-demand delivery will

Instacart Launches “Priority Delivery” & Introduces also require brands to optimize their
30-Minute Grocery Delivery order management and supply chains

to ensure inventory readiness.

15-minute grocery delivery services are trying to
compete with Amazon and DoorDash

iab
Ia ® IAB Proprietary Researc5


https://www.modernretail.co/startups/15-minute-grocery-delivery-services-are-trying-to-compete-with-amazon-and-doordash/
https://www.adweek.com/commerce/with-grocery-delivery-in-15-minutes-or-less-jokr-wants-to-reinvent-food-shopping
https://www.bloomberg.com/press-releases/2021-05-24/gorillas-ten-minute-grocery-delivery-to-launch-in-the-u-s
https://www.supplychaindive.com/news/fridge-no-more-15-minute-delivery-us/598468/

nDar ko
far in 2021

C 0 n-st@radalesngcew 346% in 2020, drew 5x more investment so

Dark convenience stores have seen a surge in funding
Disclosed deals & equity funding ($M), 2016 7 2021 YTD (04/30/21)

Funding amount ($M)

$3,000
$2,500
$2,000
$1,500
$1,000
$500

$0

iab.

2 2
$11 $36
]
2016 2017

2018

2019

10
gopuff

$496

2020

Deal count

13

2021 YTD

14

12

10

Insight
The increasing speed of
delivery is opening new
shopping occasions built
around immediate in-
home gratification, and
an advertising onslaught
to drive demand,
as consumers order not
just meals and movies
for immmediate delivery
but fashion, beauty,
health products, etc.

IAB Proprietary Researc26


https://app.cbinsights.com/research/dark-convenience-stores/

Stores are becoming digitally-powered ecosystems to serve each stage of the
omnichannel shopping process

Virtual measurement

— Smart packaging
\\"ﬁ\ t
\\\ @
. \@ Virtual try-on

Click-and-collect

IAB Proprietary Researc7



Stores are being customized to match regional online shopping habits, bypass
checkout, and streamline shoppertainment, social spaces, and BOPIS

EXPRESS amazon

IKEA's renovated store in Shanghai includes spaces to hang out with friends,
mend and make items, and eat.

CIRCLE((¢ .V
G giant

Uroaer eagle

iab
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https://www.wsj.com/articles/ikea-tests-new-store-formats-that-free-shoppers-from-the-maze-of-aisles-11629843814
https://www.retaildive.com/news/express-wants-to-win-customers-back-with-this-new-store-concept-take-a-loo/605087/
https://www.aboutamazon.com/news/retail/amazon-fresh-grocery-store-meet-just-walk-out-shopping
https://hbr.org/2021/06/inside-ikeas-digital-transformation?utm_source=pocket_mylist
https://app.cbinsights.com/research/omnichannel-grocery-store-trip/

E-commerce is also creating new categories: with purpose-driven commerce leading

the way

Resale
(threadUP, Poshmark, etc.)

Rental
(Rent the Runway, Nuuly, etc.)

Subscription
(Stitch Fix, Trunk Club, etc.)

Amazon Fashion

Off-Price
(Marshals, TJ Maxx, etc.)

Direct to Consumer
(Everlane, Allbirds, etc.)

Fast Fashion
(Zara, H&M, etc.)

Mid-Priced Specialty
(Gap, J.Crew, etc.)

Value Chains
(Target, Walmart, etc.)

Department Stores
(Macyds,

Other Retailers
(Costco, QVC, etc.)

iab.

Nor dst

2010

9%

11%

4%
7%

25%

12%

15%

Share of Closet

2020

4%

17%

11%

8%

16%

13%

11%

2030

5%

19%

12%
9%
13%

10%

7%

<+«— Secondhand market share to
grow by 9 points over the next
10 years, more than any other
sector.

Resale, rental, and
subscription will be the
fastest growing sectors over
the next 10 years as consumers
seek fun and convenience.

<«— Fast fashion market share to
stay roughly flat over the next
10 years.

IAB Proprietary Researc29


https://www.thredup.com/resale/#resale-industry

The endl ess virtual shelf BRI IR htmy by ¢ we o = 12 t o es

What US customers have done since COVID-19 started! and

intend to continue NP
% of respondents - @ -
Growth, Aug Intend to 7UIN
Have done 2020-Feb 2021° continue =
New shopping method* _ 40 1x 76 e InS | g ht e
44% 35% The competitive set has
[ Different brand _ 39 1.1x 79 Ofmi,emag oF baby o expandedd and the
and Gen Z boomers .
have tried a have tried a neW, n|mb|e
Different retaierl/store/website 1X 78 newbrand® | new brand®

disruptors come with
29 12x > 7% 84% notable points of

New digital shopping method

f f milenial i it
of consumers | of milenials differentiation. They are
new shopping have tried a 1

Private label/store brand 26 1.2x 81 behavior g:ﬁai?;gping purpose drlven’

transparent about

1. Q: Since the coronavirus (COVID-19) cri sis started, which of the followingoiavbep@ew done? 23% of t heperIUEOtmer s selected
2. Q: Which best describes whether or not you plan to continue with these shopping changes once the coronavirus (COVID-19) crisis has subsided (i.e,

once there is herd immunity)? Possible answers: fdwill goOThalaéktotwbatiwidat | di d b@rlgrlrd/"agredlﬁntsl,laﬂdnd iwi |l
before coronaviruso .
3. Growth indicated by numbers greater than 1 (e.g., 1x indicates no growth, 1.1x indicated 10% growth) focused on SOIUUO”S

4. Includes curbside pickup and delivery apps

Members of Gen Z were born in 1997-2012, millennials in 1981-96, Gen X in 19-80, and baby boomers in 1946-64. The traditional/silent generation is not
included due to a low sample size

iab
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https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/survey-us-consumer-sentiment-during-the-coronavirus-crisis?cid=eml-web

The endless e-comm shelf allows small CPG brands to grow 2x faster than large

Incumbents i and to take share

iab.

CPG sales revenue (%)

$801

billion

14.5 +1.2
8.1 +0.1

+0.4

+0.1

-1.8

2016

$845
billion

15.7

2019

$933
billion

16.0

8.8

2020

Total CPG market

Private label manufacturers

Extra-small manufacturers

Small manufacturers

Midsize manufacturers

Large manufacturers

Sources: IRI data for multioutlet and convenience (MULO+C); BCG analysis.
Note: Large companies were defined as companies that had sales of more than $6 billion in 2020.

Sources: BCG & IRI, 3/11/21; Sources: Treasure Data, 8/17/21; Instacart, 4/6/21

Revenue
CARG
2016-2019 (%)

1.8

4.5

2.1
3.0

1.9

0.5

Revenue
growth
2020 (%)

10.4

11.9

18.3
15.4

9.5

7.5
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https://www.bcg.com/en-us/publications/2021/cpg-industry-growth-leaders-who-won-2020-and-what-is-next
https://www.treasuredata.com/press_release/consumer-shopping-survey/
https://www.instacart.com/company/blog/company-updates/beyond-the-cart-a-year-of-essential-insights/

When consumers go digital, disruptor brands benefit most

Market
Disruption

A Overall, the apparel
category declined 12%
in 2020

A Disruptor brands
ThredUp, Allbirds, and
Stitch Fix saw revenue
increases YoY: 14%,
13%, and 11%,
respectively

iab.

First-Wave
Disruptors

THREDUP
allbinal

9 STITCH FIX

Oy

Contending
Disruptors

VUuorl

JUSTFAB

KNOTSTANDARD
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https://www.digitalcommerce360.com/2021/09/02/sneaker-brand-allbirds-ipo-filing-shows-sales-jump-losses/
https://app.cbinsights.com/research/fashion-tech-future-trends/#prd
https://www.retaildive.com/news/wells-fargo-finds-apparel-on-the-upswing/599541/
https://www.cnbc.com/2021/03/17/amazon-unseats-walmart-to-become-the-no-1-apparel-retailer-in-the-us.html
https://techcrunch.com/2021/03/04/unraveling-thredups-ipo-filing-slow-growth-but-a-shifting-business-model/
https://www.gapinc.com/en-us/articles/2021/03/gap-inc-reports-fourth-quarter-and-fiscal-year-202
https://www.businesswire.com/news/home/20210223005416/en/Macy%E2%80%99s-Inc.-Reports-Fourth-Quarter-and-Full-Year-2020-Results

When consumers go digital, disruptor brands benefit most

Market First-Wave
Disruption Disruptors

A Seasonally-adjusted rate
of used cars sales
plunged 13% thru Sept
YTD, after an 8% 2020

decline
A Used vehicle disruptor vroom®

Carvana units sold were
up 76% YoY in Q1 2021,
+96% Q2, after a 37%
2020 increase. Vroom
increased 82% in units
sold in 2020 YoY

iab.

Contending
Disruptors

SHIFT

ROADSTER
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https://www.coxautoinc.com/market-insights/cox-automotive-13-month-rolling-used-vehicle-saar/
https://www.coxautoinc.com/news/despite-december-drop-manheim-used-vehicle-value-index-ends-2020-near-record-high/
https://www.wsj.com/articles/everything-must-go-the-american-car-dealership-is-for-sale-11631332812?mod=djemCMOToday
https://investors.carvana.com/~/media/Files/C/Carvana-IR/documents/events/cvna-earning-release-q2-2021.pdf
https://investors.carvana.com/~/media/Files/C/Carvana-IR/documents/events/cvna-earning-release-q1-2021.pdf
https://investors.carmax.com/news-and-events/news/news-details/2021/CarMax-Reports-Fourth-Quarter-and-Fiscal-Year-2021-Results/default.aspx
https://ir.vroom.com/news-releases/news-release-details/vroom-reports-fourth-quarter-and-fy-2020-results

When consumers go digital, disruptor brands benefit most

Market First-Wave
Disruption Disruptors

A Wayfair, at $14.1 billion
revenue, is more than
2X the size of $6.8 billion ’
Williams-Sonoma i
and grew 55% YoY wa ; falr
2020, vs. 15% for its
smaller rival

I b
Ia @ Sources: Bloomberg Second Measure, 5/21/21; Retail Dive, 5/10/21; TJX, 2/24/21; Insider, 1/26/21

Contending
Disruptors

outerr

feather
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https://secondmeasure.com/datapoints/dtc-companies-capturing-larger-share-of-furniture-sales/
https://www.retaildive.com/news/have-home-retailers-peaked/599492/
https://investor.tjx.com/news-releases/news-release-details/tjx-companies-inc-reports-q4-and-full-year-fy21-results-reports
https://www.businessinsider.com/article-furniture-success-2020-due-to-logistics-demand-2021-1

When consumers go digital, disruptor brands benefit most

Market First-Wave Contending
Disruption Disruptors Disruptors
A Pet food sales grew
10% n 2070 The

s
A Ch e wynét sales dm Farmel’
grew 47% to $7.15
billion i landing it on 009

the Fortune 500 list of
largest U.S. companies

Wild One
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https://fortune.com/2021/06/02/how-chewy-charmed-pets-owners-and-investors-to-become-a-fortune-500-company/
https://www.petfoodindustry.com/articles/10128-us-pet-food-sales-rose-10-in-2020-5-projected-for-2021

The lockdown saw digital brands expand into new product categories

Q PELOTON’

Private-label Activewear

allbinds

Q>

$THIRDLOVE

Loungewear

~ FABLETICS

Loungewear

0&O Apparel

iab.

Activewear

© ROTHY'S

Me nos

Shoes

N ' /
/O\
-

Insight

Consumer brand loyalty
continues to exist.
Disruptor brands have
leveraged loyalty to
expand into additional
categories.
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https://www.bls.gov/web/empsit/ceshighlights.pdf
https://frontofficesports.com/peloton-moves-further-into-apparel/?mod=djemCMOToday
https://www.retaildive.com/news/fabletics-expands-to-loungewear/605550/
https://www.cnbc.com/2021/08/17/allbirds-launches-activewear-line-ahead-of-planned-ipo.html
https://www.retaildive.com/news/cuup-dives-into-swimwear/600757/
https://www.wsj.com/articles/rothys-mens-shoes-recycled-bottles-11621427858
https://www.retaildive.com/news/stadium-goods-debuts-streetwear-apparel-line/596459/
https://www.retaildive.com/news/thirdlove-expands-into-loungewear/595372/

With their Gen Z appeal, Direct Brands are now colonizing major chain retailers

@ Walmart 508
Insight

Big Box retailers are

BUBBLE giving prominent instore

placement to smaller

Jinx stojo

brandsd
G rove thereby decreasing shelf
COLLABORATIVE space for traditional,
dominant players.
ST/ATE
care/o
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https://www.retaildive.com/news/target-dtc-backpack-brand-state-bags-team-up-ahead-of-back-to-school/604662/
https://www.retaildive.com/news/walmart-teams-up-with-dtc-brand-bubble-in-bid-to-tap-gen-z-market/603485/
https://www.retaildive.com/news/target-to-add-dtc-pet-homewares-brands-in-stores/602273/
https://www.retaildive.com/news/healthcare-dtc-startup-ro-launches-at-walmart/599467/
https://www.retaildive.com/news/grove-collaborative-to-enter-physical-retail-for-first-time-via-target/598298/
https://www.retaildive.com/news/wellness-brand-careof-to-drop-new-vitamin-line-at-target/597337/

Big brands are now disrupting themselves

\ crocs

a |‘das®

Aims for DTC to be 50% of DTC sales increased

0 nearly 80% YoY, making
sales bgré_opzaSnad:r?“gG/o vS. up 52% of Q2 revenues

®

DTC sales represented
~40% of sales in 2020;
goal is 60% in 2021

iab.

N ' /
/O\
-

Insight

Brands are seeing the
benefit of D2C, as they
increase both top line
revenue and margin.
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https://footwearnews.com/2021/business/earnings/crocs-dtc-q2-strategy-similar-to-nike-playbook-sales-1203162255/
https://www.forbes.com/sites/retailwire/2021/04/12/levis-like-nike-strives-to-be-a-direct-to-consumer-powerhouse/?sh=20c62b325b48
https://www.retaildive.com/news/adidas-aims-for-dtc-to-be-50-of-sales-by-2025/596509/
https://qz.com/1982171/nike-and-adidas-are-in-a-digital-arms-race/

€ As many established brands dramatically c

knix

UNDER ARMOUR

Changed from wholesale to DTC by Overhauled its wholesale partnerships
pulling out of 700 third-party retail and exited 2-3K N.A. stores; Q4 2020
stores; now reports a five-year avg. DTC sales increased 11% to $655M

annual growth rate of 150%

iab
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https://www.retaildive.com/news/knix-raises-40m-as-it-looks-to-expand-retail-fleet-grow-brand/600360/
https://finance.yahoo.com/news/under-armour-uaa-gains-growth-140502635.html
https://www.retaildive.com/news/under-armour-to-exit-up-to-3k-wholesale-doors-sell-myfitnesspal/588131/

202160s

Qy,

Labor
shortages

Y o oY
Shipping
bottlenecks

bi ggest

br and

=

=i

Raw material
shortages
Warehouse
vacancies
K /\/‘
Construction
prices Inflation

C

r

S

Ia b. Sources: Bloomberg, 9/8/21; Supply Chain Dive, 7/13/21; WSJ, 7/5/21; Supply Chain Dive, 6/23/21; Modern Retail, 5/4/21

Six

Supply chain

INSIgN s

While all brands are being impacted
by supply chain challenges, larger
brands likely have the cash reserves
to weather these challenges.

Heightened consumer expectations for
speed, personalization, and mission
mean brands will have to be
transparent regarding origin,
supply, and availability.

IAB Proprietary Research0

b


https://www.bloomberg.com/news/newsletters/2021-09-08/supply-chain-latest-shipping-chaos-hastens-drive-to-automate-supply-chains?sref=Wu0FjtLD
https://www.supplychaindive.com/news/warehouse-distribution-rent-vacancy-cushman-wakefield-ecommerce/603076/
https://www.wsj.com/articles/container-ship-prices-skyrocket-as-rush-to-move-goods-picks-up-11625482800
https://www.supplychaindive.com/news/warehouse-ecommerce-construction-fulfillment-center/602266/
https://www.modernretail.co/startups/startups-are-feeling-the-heat-over-rising-raw-materials-costs/

More than half of companies are investing in digital supply chain resiliency

Change in Supply Chain Investments

Inventory and Network Optimization Tools
Cloud Computing and Storage

Robotics and Automation

Sensors and Automation Identification
Predictive and Prescriptive Analysis
Industrial Internet-of-Things (I0T)
Artificial Intelligent Technologies
Autonomous Vehicles and Drones
Wearable and Mobile Technology

3D Printing

Block Chain and Distributed Ledger Technologies

0% 25% 50% 75% 100%

B Substantially increasing investment [l Increasing investment No change Decreasing investment Substantially decreasing investment
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https://www.mhi.org/publications/report

Since Q4 620, supply chai n-3Xaserergihg eethss/afkeyn d i
element to innovation

Supply chain deals and funding pick up in
Quarterly global supply chain & | o0oigQx&é2d21=ts tech deals and f

Total Funding # Of Deals
$12,000 200
183
$10,000
150
$8,000
$6,000 100
$4,000
50
$2,000
$4,733 $5,377 [N $10,284 $2,376
$0 0

Q218 Q318 Q418 Q119 Q219 Q319 Q419 Q120 Q220 Q320 Q420 Q121 Q221

m E-commerce sales «@mDeal count
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https://www.bls.gov/web/empsit/ceshighlights.pdf
https://www.cbinsights.com/research/report/retail-tech-trends-q2-2021/

Big brands made significantly more production, fulfillment, and data adjustments

Actions Taken as a Result of the Market Disruptions Since the COVID Outbreak

Sorted by combination of DTCs and Big Brands responses (total)

Big_Brands

31% 48%

Changed production/manufacturing operation or processes

Changed fulfillment/supply chain operations or processes 30% 44%

Changed/added target customer(s) 31% 38%

—
0O
(9]

Increased investment, resources or initiatives towards data _ 25% _ 47%
Changed the product/service offering _ 26% _ 35%
Changed, cancelled or enlisted a new 3P logistics partner _ 22% _ 27%

®
Iab Source: IAB Brand Disruption Survey 2021, DTCs founded 2004+ n=198, Big Brands n=133; Survey Q: Have you done any of the following as a result of the market disruptions ]
@  since the COVID outbreak (Q1 2020)? IAB Proprietary Researcd3



For disruptors, expect logistics, production, & marketing consolidation

Thrasio raises $750M more in equity Berlin Brands Creates $302M Acquisition

for its Amazon roll-up play Fund For D2C Startups And Amazon Sellers
Elevate Brands Raises S250M to Grow Suma Brands raises $150M to
Amazon RoIIup Business acquire and grow e-commerce

brands into household names

Branded Raises S150 Million in

Funding and Acquires 20 Top- Perch acquires Web Deals Direct for $100M+ to
Selling Marketplace Brands [u eis- boost to its Amazon roll-up play

Foundry Launches To Grow Enduring Omni-Digital Brands, Raises $100 Million of
Long-Term Private Equity Capital

L
Sources: Suma Brands via PR Newswire, 8/4/21; Multichannel Merchant, 7/19/21; Tech Crunch, 7/13/21; Foundry via Business Wire, 7/12/21; Retail Dive, 6/30/21,
Ia @ Tech Crunch, 2/10/21; Branded Group via PR Newswire, 2/9/21; PYMNTS, 1/28/21
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https://www.prnewswire.com/news-releases/suma-brands-raises-150m-to-acquire-and-grow-e-commerce-brands-into-household-names-301347359.html
https://multichannelmerchant.com/ecommerce/elevate-brands-raises-250m-to-grow-amazon-rollup-business/
https://techcrunch.com/2021/07/13/perch-acquires-web-deals-direct-for-100m-to-boost-to-its-amazon-roll-up-play/
https://www.businesswire.com/news/home/20210712005556/en/Foundry-Launches-To-Grow-Enduring-Omni-Digital-Brands-Raises-100-Million-of-Long-Term-Private-Equity-Capital
https://www.retaildive.com/news/the-rise-of-dtc-holding-companies/602490/
https://techcrunch-com.cdn.ampproject.org/c/s/techcrunch.com/2021/02/10/thrasio-raises-750m-more-in-equity-for-its-amazon-roll-up-play/amp/?
https://www.prnewswire.com/news-releases/branded-raises-150-million-in-funding-and-acquires-20-top-selling-marketplace-brands-301224985.html
https://www.pymnts.com/startups/2021/berlin-brands-creates-302-million-dollar-acquisition-fund-d2c-startups-amazon-sellers/

The Data Dilemma

iab.

95% of brands are
changing their data
strategies over privacy
concerns. To thrive in the
post-cookie/ID
ecosystem, brands need
to pursue a four-pronged
strategy that includes 1P
data, alternative IDs,
contextual signals, and
anonymous cohorts.

IAB Proprietary Researc "5



Brands are data companies that make products i not vice versa

dzf f g! Csf x! x ) mm!
power our personalization
engine, optimize store labor
allocations, and drive inventory
management in our stores. In
many ways, Deep Brew, and the
focus on machine learning and
Al, is all about finding ways to
help humans have more time to
cfl!ivnbo/ LJ
- Starbucks CEO Kevin
Kpi otpo! po!ui f! !
dzEf f q! Csf xLJ BJ! qmbugpsn
January 20, 2020
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https://www.foodbusinessnews.net/articles/15481-pepsico-getting-closer-to-the-consumer-with-data-analytics?v=preview
https://marker.medium.com/starbucks-isnt-a-coffee-company-its-a-data-technology-business-ddd9b397d83e
https://www.sisense.com/blog/deriving-value-from-data-lakes-with-artificial-intelligence/

The data battle line has been drawn

A The gatekeeping of timlef mobbdsi mgps i s buil't

ecosystem is] stifling innovation, users, on data exploitation, on
stopping people from building new choices that are no choices at all, it
things, and holding back the entire does not deserve our praise. It
i nternet economy. O deserves reform. o

iab
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https://www.nytimes.com/2021/10/29/technology/meta-facebook-zuckerberg.html
https://www.cnbc.com/2021/02/01/facebook-strikes-back-against-apple-ios-14-idfa-privacy-change.html

Privacy legislation & cookie deprecation are worrying most brands

Level of Concern for Impact on the Advertising/Marketing Ecosystem

The development of differing, state-level, data privacy regimes 73% 19% 34

Google Chrome no longer supporting 3P cookie tracking in 2023 72% 18% pIOR%

Congress's lack of action in establishing comprehensive data

privacy standards 70% 24% &%

Apple requiring consumer permission for cross-app data tracking 65% 18% 17%

®m Somewhat-Very Concerned Neither Concerned Nor Not Concerned m Not Very-Not At All Concerned

Ia b. Source: IAB Brand Disruption Survey 2021, n=402; Survey Q: How concerned are you regarding the impact that the following will have on the advertising/marketing ecosystem? IAB Proprietary Researcd8



They have cause for concern: Addressabl e au

Only 15% of U.S. iOS users are opted into app On average, apps are seeing 16% of their i0OS

tracking user population opting in to tracking

US Weekly Opt-in Rate After iOS 14.5 Launch Across US Weekly Opt-in Rate Across Apps that Have

All Apps Displayed the Prompt
% of Mobile Active App Users Who Allow App Tracking Among Users Who % of Mobile Active App Users Who Allow App Tracking Among Users Who
Have Chosen to Either Allow Or Deny Tracking Have Chosen to Either Allow or Deny Tracking
Month 1 Month 2 Month 3 Month 4 Month 1 Month 2 Month 3 Month 4

60% 60%
40% 40%

) o 150, 159.15% 0 % 16% 18% 17% 410, 17% 17% o 16% 169 169% 16%
20% 13% 13% 14% 15% 15% 15% 20% 13%12% 14% 14% 1a% 149 16% 16% 16% 149, 15% 16% 16% 16% 16%

7% 79 8% 9% 9% 10% 10% M
20/, 4% 5% 5% 8% 7 %

0% 0%
Launch Day May 24 May 31 June 28 July 5 Aug?2 Aug?9 Sept 6 Launch Day May 24 May 31 June 28 July 5 Aug 2 Aug9 Sept 6
April 26 April 26
Source: Flurry Analytics, Data through 9/6/2021, n=2.5M daily mobile active app users using iOS versions Source: Flurry Analytics, Data through 9/6/2021, n=2.5M daily mobile active app users using iOS versions with
with AT&T framework (i0S 14 and above) Note: Opt-in rate = app users who allow tracking divided by (app AT&T framework (i0S 14 and above) Note: Opt-in rate = app users who allow tracking divided by (app users

users who allow tracking + app users who deny tracking) who deny tracking + add users who deny tracking) in apps that have shown the prompt

iab
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https://www.wsj.com/articles/snap-blames-apples-privacy-changes-for-hurting-its-ad-business-11634847647
https://www.flurry.com/blog/ios-14-5-opt-in-rate-idfa-app-tracking-transparency-weekly/

éand advertising + ccoostsmsmgas mach@u2000 t I on

The Impact of ATT on Non-LAT CPA Rates

AAdor e iM29&B CP Ms
following the iI0S 14.5
update went up 19.5%

A Facebook advertisers have
reduced spend by about
30% on average

Average CPA

A Snap reported in late
October that Apple6s nrii vacy

changes have hurt its ad 2021-01-01  2021-02-01  2021-03-01  2021-04-01  2021-05-01  2021-06-01
business, and saw a more Date

0 . ..
than 20 /0 deCIIne In |tS Share Above: CPA costs for tracked users increased by 63& after the release of iOD 14.5 and 94% more after iSO 14.6
pnce (from ~$75 to $57) went live T a 200% total uptick in price.
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https://www.wsj.com/articles/snap-blames-apples-privacy-changes-for-hurting-its-ad-business-11634847647
https://www.adexchanger.com/mobile/how-facebook-is-overhauling-its-attribution-standards-to-deal-with-apples-att
https://www.marketingdive.com/news/apples-privacy-changes-drive-up-ad-prices-for-e-commerce-marketers/606976/
https://www.marketingdive.com/news/were-going-back-to-the-drawing-board-dtc-brands-brace-for-more-anti-tra/606607/
https://venturebeat.com/2021/09/02/programmatic-bid-analysis-reveals-how-ecommerce-marketers-can-adapt-to-rising-mobile-ad-costs/
https://www.molocoads.com/e-commerce-cpa-trends

Appl eds ad business mar ket share has grown

Apple privacy push Capped rivals and helped its own add network thrive
Share of total installs (%)

100

AdnAppl eds advert.
business has more than

tripled its market share in the | I |||||| || |||||| | ““ ““""Il" | Il“"l"l""'l I || e
six months after it introduced "I“Il”"ll " | | I | HI H"

privacy changes to iPhones %
that obstructed rivals,
including Facebook, from
targeting ads

at
20
A Vitin gy, rosarhers mmeMMMMMMWWWWWWWWNWMW 0

will grow 4x 1 from $5B this Oct 19 Jan 20 Apr 20 Jul 20 Oct 20 Jan 21 Apr 21 Jul 21 Sep 21
fiscal year to $20B-per-year

40

B Apple Search Ads Facebook M Snap B Google Ads
TikTok Other

iOS 14.5 was launched April 26 this year
Source: Branch
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https://www.ft.com/content/074b881f-a931-4986-888e-2ac53e286b9d

Regulation & deprecation prompting 95% of brands to adjust their data strategies

Main Reason for Adjusting Data Collection/Usage Strategies
To Protect Consumer Data Privacy

® The restrictions placed by the
browsers/operating systems

® The data privacy laws

We have not adjusted our data
strategies

iab
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Increased use of 1P data is the highest post-cookie priority for buyers

iab.

% Expected Data-Use Changes Due to Cookie/ID Deprecation

42%
36%
35%
31%
29%
27%
24%

Increase spending on use of first-party data

!

Bring data management in-house

|

Centralize all CRM data into one repository

|

Increase use of Al for consumer insights

|

Increase focus on developing in-house identity resolution solutions

|

Increase efforts to build second-party data relationships

|

Increase spending / emphasis on contextual advertising

|

IAB Proprietary Research3



AB InBev collected 1P data on 2.5B consumers, and is seeing sales increases up to

80% in tests leveraging this data

Al n test sBuschhmh euser
produced sales increase of 50-80%,

35% higher ad recall, and 18%

iIncrease in people's likelihood of

buying i1ts brands versu

--Luiz Felipe Barros, VP Data
Center of Excellence and Global
Media, Anheuser-Busch InBev

I b
Ia @ Source: Business Insider, 5/20/21

ABInBev
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https://www.businessinsider.com/inside-anheuser-busch-first-party-data-strategy2021-5

Closing loops: Walmart & The Trade Desk mold a new DSP

AWal martés new DSP
The Trade Desk's inventory
(across display, streaming,
mobile, audio, and CTV) with

Wal mart &Steredn® i n \', 1
online shopper data for a
closed-loop, measurement ’ . \

system for brands

iab
Ia @  Sources: AdWeek, 8/25/21; Marketing Dive, 8/25/21 IAB Proprietary Research5


https://www.adweek.com/commerce/walmart-dsp-is-coming-this-fall/
https://www.marketingdive.com/news/walmart-unveils-cross-channel-ad-exchange-built-on-first-party-shopper-data/605586/

Amazon DSP data + Whole Foods shopping data = online/offline ad attribution

A Amazon is providing
advertisers with attribution
data showing when ads
bought through its DSP led to
purchases made in-person at
Whole Foods

amazon

iab
Ia @®  Source: Digiday, 5/14/21 IAB Proprietary Research6


https://digiday.com/marketing/as-brands-test-amazons-direct-link-between-digital-ads-and-whole-foods-purchases-they-spot-new-data-nuggets-and-gaps/

But fewer than half of buyersarec ol | ecti ng Ainsightfulo 1P
shopping & behaviors

Types of 1P Data Collected Directly

45% 44%

41%
36%

Transactional Campaign Exposure Consumers Preferences Behavioral

®
Iqb Source: IAB State of Data 2021: Quantitative Analysis; Survey Q: What types of 1P data points does your company collect/ plan to collect or obtain / use through 3rd party ]
@®  partnerships to support media efforts, including advertising and marketing? (Data Users, n=121) IAB Proprietary Researcl?



1P data deployment by brands remains largely unsophisticated

Current Uses of 1P Data

Managing advertising campaign reach and frequency [IININENEGGEEEE 36%
Measuring ad campaign KPIs/ROI NG 36%
Serving personalized ads [INNENEGGEGEEEN 36%
Personalizing product/service experiences [[IIINIEGGEEEEEEEEE 35%
Conducting campaign effectiveness/brand-lift studies GGG 33%
Conducting audience segmentation GGG 31%
Implementing cross-device tracking [INNEGEGEEEEEN 30%
Retargeting [N 29%
Creating ad-attribution models NG 9%
Serving dynamic ads |GG 28%
Creating lookalike models NG 7%
Conducting A/B testing [IINIEGEEEEEEEEEN 24%

iab
Ia @®  Source: IAB Brand Disruption Survey 2021, n=402; Survey Q: Which of the following tactics and implementations are you currently doing using your first party data? IAB Proprietary Research8



Buyers remain highly dependent on 3P data

Year-over-Year Change in 3P Data-Related Expenditures

$14.0
® 3.3% 3P Audience
$12.0 Data
$10.0
7 $9.7
5 $8.0 8. 1% = 2. 0% Data
E Activation
Solutions
$6.0
$6.2
$4.0
$2.0
$0.0
2017 2018 2019 2020

®
Iab Source: IAB State of Data 2021: Quantitative Analysis; *2017-2019 data is from the State of Data research conducted and published by Winterberry Group in partnership )
@®  with the IAB Programmatic+Data Center of Excellence IAB Proprietary Research9



84% of ad buyers increasing CTV spending say consumer privacy issues contributed to

the increase

Insight
The ability to deliver
addressability in a privacy-
compliant way is setting up
CTV to be a top beneficiary of
the cookie and privacy wars as
brands cited addressability as
the #1 reason for leveraging
OTT/CTV; CTV ad spend is
expected to surpass $14B this
year, an increase of over 2x
since 2019

iab.

Impact of Deprecation of Cookies and Mobile Ad

Had no
effect
2%

Ids on Increased CTV Spend
Among those increasing TV Everywhere, Pure Play Streaming or vMVPDs Spend in 2021

Had a great

effect

\

Had little
effect
14%

22%

Had some
effect
62%

IAB Proprietary ResearcbO


https://forecasts-na1.emarketer.com/584b26021403070290f93a3a/5d9671494945300bf4895bf9;

Media Consumption Together with the endless

Transformed eedpnnfsdf ! di i
limitless digital media
dzF Qpihd e! dpot v
firm preference for
Interactive media - Is a
primary driver of disruptor
brand discovery,
consideration, and choice.

L
Ia b. IAB Proprietary R



Digital time spent by consumers jumped an hour in 2020 7 digital media now
consume 42% more time than analog

U.S. Average Time Spent per Day with Media (Hr:Mins)

: 8:20
. 8:09
—
5:31
5:13 457
' 4:.45

2019 2020 2021 2022 2023

m Digital = Traditional

iab
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https://content-na1.emarketer.com/us-time-spent-with-media-2021

But consumer time spent with digital video grew 25% in 2020, far faster than total digital

Digital Video*: Average Time Spent in the US, by Device, 20191 2023
*Does not include video on social networks (see def. below)
hrs:mins per day among population

A CTV time spent added nearly
20-minutes in 2020 and will
grow 7 minutes more in 2021

Note: ages 18+; includes all time spent with online video activities, regardless of multitasking; includes viewing via
desktop/laptop computers, mobile (smartphones and tablets), and other connected devices (game and consuls,
connected TVs, or OTT devices); excludes video streamed through social networks; numbers may not add up to

total due to rounding

Source: eMarketer, April 2021

iab
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https://content-na1.emarketer.com/us-time-spent-with-media-2021

