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ABOUT THIS REPORT

DTC BRANDS ARE POISED TO CONTINUE GROWTH, POST-COVID

INn the middle of June, Totem surveyed a group of global DTC (direct-to-consumer) brands to
gauge their response to Covid-19.

Totem did similar surveys of brands in other regions/segments - China (Mar 23-24) and
brands across Asia (May). The results of previous surveys provided useful benchmarks to
compare with this group of DTCs brands, when asking; how well did they perform during
Covid? ..what challenges did they face? ..what priorities will they have in the aftermath?
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DTC brands stand out in the following ways (vs. other brands in previous surveys): (re: hoaievsﬂf’:,g
N ]

1. As a group, DTCs saw very little disruption to sales (many experienced increases)

2. DTCs are more digital, more deeply connected with customers and more agile

3. Post-Covid, customer service/support is the key area for investment among DTCs

4. DTC brands are twice as likely to move forward playing offense (vs stuck playing defense)

The crisis has accelerated many structural changes that were already underway. Brands that
thrive, post-recovery will be; deeply connected with customers, digital-first, agile/responsive,

and quick to adapt to changing needs.

DTC (and digital native) brands are well positioned to succeed in the “new normal.” They were
able to sidestep the worst damage from Covid and are now switching very quickly from
“defensive” tactics to innovative, “offensive” strategies.

Chris Baker
Founder, Totem Media




BRANDS THAT CAN SWITCH FROM
DEFENSE TO OFFENSE DURING A
CRISIS, BECOME DISPROPORTIONATELY
STRONGER AFTER THE EVENT.

Successtul brands had transformation roadmaps already in place and were
able to speed up the launch of key initiatives in light of Covid.

The most agile brands (including many DTCs) have completely re-imagined
product offerings and the connections their brands have with customers.



SWITCHING QUICKLY FROM DEFENSE TO OFFENSE

Not just dealing with pressing issues but being able to see ahead and plan

DEFENSE

Ramp up Digital Channels
Cost Reductions, Layoffs
Online Customer Triage/Support
Cost per Lead Tactics
Data Collection & Cleaning
Price (& Incentive) Competition

Downturn

OFFENSE

Direct-to-Consumer Model
Holistic Online Systems (Sell Online)
Comprehensive Data View
Realtime Audience/Brand Insights
AR/VR & Livestream Tools
Visionary Brand Messaging

I
Recovery



—




A BOLD, OFFENSIVE PLAY BY LULULEMON

In light of Covid, smart brands are bringing innovation forward more rapidly

BUILDING UPON DIGITAL CAPABILITIES

With its acquisition of Mirror, Lululemon follows
through on its vision of ‘owning a customer” and
creating a range of products and experiences
around that persona. In recent years they have done
orand extensions like deodorant, and other wellness
oroducts. Mirror raises the stakes and puts
Lululemon in a position to play a more central
(omni-present) role in their audiences’ lives. Now,
iNnstead of moving horizontally (with branad
extensions), they are going vertical, creating greater
value around fitness and wellness.

The Mirror deal has been in the works for a long time but, in
light of Covid, the timing is great. The $500 million acquisition
follows upon an earlier investment in the tech startup. Despite
Lululemon’s great track-record of going ‘direct’. it has mostly
relied on physical retail - digital has been a relative weakness
for the brand. Like many brands that had to close shops during
Covid, they needed to move more digital. Who needs a shop
when you could own a screen right in someone’s living room?

The $500 million acquisition of Mirror puts Lululemon into audiences
homes and helps them create a vertical business in fitness/wellness.



SHIFTING RETAIL STAFE TO ONLINE MARKE TING

Keeping valuable employees engaged rather than furloughed

STORE STAFF DRIVING ONLINE SALES

INnstead of furloughing retail staff as many brands
have done during the pandemic, Exotic Athletica
nas enlisted its store staff for doing live videos on
social media and to drive online sales.

exoticathletica IEZEEN B8 -

6,230 posts 69.3k followers 349 following

Exoticathletica
The Evolution of Activewear

> GYM. SWIM. FUSHION
www.exoticathletica.com

The retail staff of Exotic Athletica were already a
critical part of the brand in their roles as offline
consultants to customers. With the move online -
via livestream, video chats - they are able to amplity
the brand, engage customers and drive conversions.

NEW PRODUCT... OUR TRIBE OFFICE A... WORKOUT Our tiktok!! M20 Snea...

Customer service programs have often been viewed as
peripheral to mainstream marketing and branding efrorts.
Customer engagement programs (launched during
Covid) have turned customer support iNto a top Priority
branding/communications tool. This is an important place
to concentrate efforts, for brands looking to “olay good
offense.”

Exotic Athletica, has enlisted its store staff to do live videos on social
media (Facebook, Instagram, TikTok), to support online sales




$ HOW DID DTC BRANDS

'ﬁ COPE DURING COVID?







THIS EVENT (COVID) AND THE
RESULTING ECONOMIC IMPACT WILL
SPEED UP THE STRUCTURAL CHANGES
THAT WERE ALREADY OCCURRING.

Digital (ecommerce and communications) gained the upper hand
during the crisis and coming out of the crisis, will pull ahead further.



JUNE 2020 SURVEY

BRANDS SURVEYED, INDUSTRIES/CATEGORIES COVERED

*Survey was of senior brand/marketing staff per company

HOME & FASHION & MOM & FOOD & SPORTS &
KITCHEN APPAREL BABY BEVERAGE FITNESS

25.8% 19.1% 2.2% 10.1% 9.0%

25 1/ 2 9 3

HEALTH & BEAUTY & ELECTRONICS TRAVEL &
ENTERTAINMENT WELLNESS COSMETICS & GADGETS EDUCATION HOSPITALITY

2.2% 12.4% 12.4% 3.4% 1.1% 2.2%

% 11 11 5 1 %

Source: Totem Media DTC Brand Survey June 13-14, 2020
Sample Size of Advertisers: n=89



JUNE 2020 SURVEY

HOW CATEGORIES PERFORMED DURING THE OUTBREAK

*Overall sales performance, based on feedback from the June 2020 Totem Brand Survey

HOME & FASHION & MOM & FOOD & SPORTS &
KITCHEN APPAREL BABY BEVERAGE FITNESS

INCREASE NEUTRAL NEUTRAL INCREASE INCREASE

*This category had a wide mix of
winners and losers. In sum, it was
neutral-negative.

HEALTH & BEAUTY & ELECTRONICS TRAVEL &
ENTERTAINMENT WELLNESS COSMETICS & GADGETS EDUCATION HOSPITALITY

INCREASE INCREASE INCREASE DECREASE INCREASE DECREASE

Source: Totem Media DTC Brand Survey June 13-14, 2020
Sample Size of Advertisers: n=89



DIC BRANDS HAD SUCCESS DURING COVID

During Covid, sales were relatively positive (vs mainstream brands)

INncrease by more than 50%

INncrease by 10-49%

Increase of <10%

No change

Decrease of <10%

Decrease of 10-49%

Many DICs increased Facebook ad spend
when CPM/CPAs dropped - whereas most
traditional brands cut spending quickly. Decrease of more than 50%



D1C BRANDS HAVE HELD UP WELL DURING COVID

As digital native brands, the systems were already in place to reach customers & fulfill sales

Demand Dips

Demand Surges
Decision-making paralysis
Global travel disruption
Financial challenges

Costs from HR compliance
Medical supply shortages
Remote working IT challenges
Staffing shortages

Local supply chains disrupted

Surveys of traditional brands showed much Global supply chains disrupted

larger effects on; (1)sales/revenue,
(2)finances, and (3)decision-making.

Unable to meet contract deadlines

Change in geography (market exit)



RETURN TO "NORMAL™ A LONG WAY OUT

Despite relative success during Covid, DTC brands don’t see a quick recovery

Furopean brands had a slightly more positive
view on the question of when things would

return to ‘normal” - as of June 13-714.
Already Normal Q3 2020 Q4 2020 Q1 2021 Q2 2021 (or later)



ALL BRANDS FACED DEEP
CHALLENGES DURING COVID.
CONNECTING WITH CUSTOMERS AND
ADAPTING QUICKLY WERE THE BEST
COPING STRATEGIES.

Customer support/engagement have become high priority marketing tools.

DTC brands performed exceptionally well in response to the disruptions that took

place during Covid. The close connections with audiences that they had cultivated

over time - together with a strong display of understanding and empathy - allowed
them to rally around customer needs AND ultimately support sales.



USING COVID AS AN OPPORTUNITY TO IMPROVE

While traditional brands cut costs, DTCs are pressing forward, adding new digital capabilities

Cut costs and staff

Provided support to health care

Added new fulfillment capabilities

Added new digital channels

Changed/Added target customer

New digital capabilities added by DIC
brands during Covid-19 included: Created customer goodwill program 38
(Dadditional customer service modules,

(2)new social channels, and
(3)supplementary payment systems. Changed product messaging

39 32

Not Important B Somewhat Important W Very Important



D1C BRANDS HAVE CHALLENGES .BUT ARE AGILE

Brand strength, customer service and fulfillment are areas for improvement

Demand for Your Products

Brand Strength & Trust
Digital Marketing & Ecommerce Channels 15 15

Fulfillment, Inventory and Deliveries 15

Many DT C brands have over-prioritized
performance marketing, From the group or
DTC brands with flat/negative sales during Customer Service and Support

Covid, brand reach/trust were stumbling

blocks.

1 (Weak) % o 3 B 4 B 5> (Strong)




RE-IMAGINING BRAND X CUSTOMER CONNECTIONS

DTC brands are focusing attention on the changing needs of customers

Demand for Your Products

Brand Strength & Trust

Digital Marketing & Ecommerce Channels

Fulfillment, Inventory and Deliveries

DTCs will be looking to improve the fidelity of
digital customer service, adding more video
and livestream chat. “CS” and sales functions Customer Service and Support
will also move closer together as retail stalt
both sell and support.

1 (Weak) % N 4 B 4 B - (Strong)




DIGITAL CUSTOMER SUPPORT IS KEY

Customer support has become high priority for branding (trust)

BURROW “HOUSE FROM HOME”

Burrow, a direct-to-consumer online furniture
orand known for its customizable designs, closed
its showroom in March, due to Covid.

After closing its flagship brick-and-mortar store,
Burrow re-created the IRL shopping experience,
online, for customers everywhere. The Burrow
"‘House from Home” service provides online
consultations with design experts, adding a human
touch to online shopping, as a way of providing
important reassurance for personalization/
customization choices.

Customers can book either: a 15-minute phone call
for quick answers and custom orders, or a longer
30-minute design consultation. The designers are
also responding to quick guestions via text.

The initiative allows Burrow to serve a wider geography,
and it is generating revenue. The company plans to
continue the service even after stores are able to re-open.

Burrow closed its showrooms in March due to Covid but replaced that
experience by offering bookings with online design consultants.




RETAIL STAFE SUPPORT SALES AS DIGITAL AGENTS

Traditional retail employees are participating in exploring new online models

ANTA EXPLORES NEW ONLINE SYSTEMS

During Covid, ANTA Group launched a “full-staff
retall” project with its 30,000 employees (and
distributors) working together - to support the shift
to online sales - as “digital agents’”’

These 30,000 "agents” who normally work offline in
retall are now supporting sales through WeChat,
aCcross an array of private communities (chat
groups). Each “agent” was given a personalized QR
Code, which they could then share into group chats
and soclal channels. The codes - which can be
attributed to the "agent” - lead customers to
ecommerce shops. Sales are then tracked back to
the "agent”, to give them a portion of each
transaction.

In a sense, each employee has turned into a mini influencer,
helping to guide customers to the right purchase. This is a
bold example of how (some) brands are re-creating
customer engagement, sales and support through digital
channels.

ANTA s supporting the shift to online, creating systems (incentives) for its 30,000
staff to share and consult with customers through digital chat and social media.



MANY DTC BRANDS WILL GAIN
GROUND BUT THERE IS STILL A LOT OF
WORK IN SCALING. WHAT STRATEGIES

WILL THEY USE TO GROW?

DTC brands are still (mostly) at very early stages of growth - when compared with
mainstream, incumbent brands. They will need to decide how best to configure new
advantages into scaling with new customers (new segments and new geographies).

Many DT C brands will also have to expand their marketing playbooks beyond the
narrow focus of just Facebook and Google.



D1TC BRANDS HAVE NOT SCALED BEYOND HOME

A large majority of DTCs sell 75-100% of products in home country

/0
56
47
28
Brands take a long time to build. And while
Facebook and Google provide DT Cs with 14
scalable platforms, the performance focused,
bottom-up approach of most DI Cs doesn’t
offer the same breakthrough potential as 0
bold brand campaigns can for scaling. 0-249% 25-499% 50-74% /5-100%

Source: Totem Media DTC Brand Survey June 13-14, 2020
Sample Size of Advertisers: n=89



COVID RHURT INTERNATIONAL SALES GROW TH

Fulfillment disruptions hurt international deliveries (and supply chains)

50

40

30

20

The retraction of international sales for DTCs
was a result of both, (DDTCs pulling back on 10
international ad spending, AND (2)of
international buyers being cautious about
cross-border fulfillment challenges (will this

arrive it | order it from XXXX country?). Decreased No change INncreased

Source: Totem Media DTC Brand Survey June 13-14, 2020
Sample Size of Advertisers: n=89



The smaller (earlier) the brand, the more
likely it is that sales will be concentrated. But
even some large DI Cs are still highly
localized. It helps to be based in NYC, LA it
youre a DIC brand!

MOST DIC BRANDS ARE ODDLY LOCAL

/8% sell a majority of products in the city where they were founded

40

32

4

0-24%

25-49%

50-/4% /5-100%

Source: Totem Media DTC Brand Survey June 13-14, 2020
Sample Size of Advertisers: n=89



COVID HAD LITTLE EFFECT ON CHY-SPECIFIC SALES

Brands who had demand surges during
Covid also had an expansion in sales to new
geographies. There were some brands whose
products met critical needs during Covid ...
and customers from far-and-wide sought
them out.

Most brands didn’t change the mix of sales between home cities and new cities

/0

o0

42

28

Decreased

No change

INncreased

Source: Totem Media DTC Brand Survey June 13-14, 2020
Sample Size of Advertisers: n=89



MOST DIC BRANDS STILE ARENT ON AMAZON

DTC brands are concerned about IP protection and protection of margins

As a group of brands who are still very
localized (and domestic), Amazon could hold
the key to international expansion, allowing
these brands to efficiently scale from
country-to-country.

0% 1-24% 25-49% 50-74% /5-99% 100%

(All on
AmMmazon)



DICS ARE THE ANTITHESIS OF AMAZON

Nearly 2/3rds of DTC brands staying clear of the platform

NOT ON
AMAZON

%

MAJOR DTC BRANDS
SELLING ON AMAZON
WITH OFFICIAL STORES

In many ways, DTC brands are the antithesis
of the Amazon approach. Take a brand like
AWAY (luggage). On Amazon they would

quickly be undercut by a ‘house’ brand BRAND
("Basics”). By going direct’ they have built STORE
. . 37%
equity as a travel brand and aim to step
above the low-cost, utility-focused
competition on Amazon.




Most DTC brands concede that CAC
(Customer Acquisition Costs) on Amazon are
very efficient. While Amazon helps brands

produce a sale, it does not yield the brand a
customer. Brands must build systems to

capture customer data post-sale.

AMAZON WAS VALUABLE DURING COVID

Most brands on Amazon saw sales from Amazon increase (as % of whole)

/0

50

47

28

Decreased

No change

INncreased

Source: Totem Media DTC Brand Survey June 13-14, 2020
Sample Size of Advertisers: n=89



FACEBOOK STILL THE KEY MAINS TREAM CHANNEL

Brand respondents selected on average 3.4
channels compared to 1] from the list of new
channels. Almost all respondents selected
Facebook and Instagram as channels for
further investment.

Facebook costs dropped during Covid, encouraging many DTCs to spend more

Facebook
INnstagram
Amazon

Tik Tok

Google (Search)
YouTube
LinkedIn
Pinterest
Twitter

Snapchat



PODCASITS LEAD AS 'NEW™ DIGITAL CHANNEL

With messaging also seeing a lot of interest; WhatsApp, FB Messenger, Chatbots

Podcasts

WhatsApp

Chatbots

Facebook Messenger
Reddit

Community

While core channels like Facebook, Google Lasso
and Amazon offer brands reliable acquisition,
DTC brands should be looking to new (less Telegram
oroven) channels to find brand
breakthroughs. “Non-Core” channels have Tumblr
fewer brands competing for attention. They
Caffeine

also hold the potential for surprise results
(viral/organic growth).



$ ~IVE COMPETENCIES FOR
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REFRAMING BERAND SUCCESS FACTORS DURING RECOVERY

1

DEMAND

How has the value of your
brand changed in eyes of
consumers?

Many brands will need to quickly

adapt to new consumer attitudes.

Habits have changed and will
continue to change as a result of
Covid (and the economic
recovery).

It is imperative for all brands to
understand shifts in demand and
the habits driving the changes
that are taking place.

Do consumers need your
product?

2

BRAND (TRUST)

Branding (more than ever) is
about trust. Leading brands
will pull further ahead.

Brands who have strong equity
(trust) are well positioned to gain
from consumer scrutiny.

Across all categories, brands
must redouble efforts to build
trust and confidence with
consumers.

Do they know/trust
your brand?

3

DIGITAL CHANNELS

Digital ‘transformation’
needs to be re-framed as ‘the
main course.’

Covid provided a hard lesson for
brands and has forced many to
answer the question; “what if you
HAD to sell only online?”

What additional customer
touchpoints need to be in place?
How do you re-create brand and

retail experiences online?

Can they easily find/learn about
your brand online?

A

FULFILMENT

Organizational AGILITY has
never been more important.

Inventory - merchandising -
marketing need to be operating
in lockstep. Dashboards which
match up inventory-channels-
marketing-audiences provide this
type of insight.

Can you actually tulfill and ship
the product they need?

PRESCRIPTIONS FOR RECOVERY

CUSTOMER SUPPORT

Customer engagement is
good marketing.

Customer support initiatives -
now, more than ever - are critical
to winning sales in the months
ahead. Customer service/
response plays a key role in
propping up the entire marketing
stack now.

As demonstration of this, many
brands have moved entire retail
teams online to engage with
customers.

Can you solve issues online? Are
you present, accountable?



FIVE COMPETENCIES FOR SUCCESS
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DEMAND BRAND DIGITAL FULFILLMENT CUSTOMER
(TRUST) CHANNELS SUPPORT



Customer attitudes and routines are
changed.

There will be products that seem less
necessary now, new products that
have become essential.

Values and ethics will iInform choices
more and financial constraints are
changing decision-making.

Brands must learn and adapt to
changing needs of customers.
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QUICK RESPONSE TO CHANGING NEEDS

Glossier demonstrates how customer insights, empathy = brand agility

SENSITIVE TO LIFE DURING COVID

As a digital native beauty brand, Glossier has been
ohenomenal in terms of listening to audiences and
designing new beauty products that really hit the
Mmark. They define best practices, in terms of that link
between listening - product - brand.

Glossier’'s timing for its new hand cream - a formula
that had been in development for two years - was
iNncredible. It was launched at a time when people
desperately need a good hand cream (dry hands
from constant washing). The launch was also well
orchestrated to suit the times;

f
|

f

\E

- D ‘lll”“(

. They prioritized health care workers and provided them with
the first 10,000 units (thereby contributing to the Covid
response).

2 Doing photoshoots was challenging during stay-at-home’
orders, so they crowdsourced key visuals from influencers.

Glossier prioritized the first release of its new hand cream by Key visuals were sourced from
donating the first 10,000 units to healthcare workers. influencers during Covid lockdown.




QUARANTINE STYLING CONSULTATIONS

M.M.Lafleur adapted its styling advice for WFH moms during Covid

ADAPTING QUICKLY TO NEW NEEDS

N response to Covid, Women's workwear brand
M.M.Lafleur recently launched its virtual styling
orogram, with expert stylists available, on-demand,
to help customers make confident decisions online.

Meet the Stylists

My 7-Piece
Quarantine Uniform

Working from home means only wearing what you really love—and then

The new virtual styling program is an adaptation of
thelir previous in-person styling appointments, now
focusing on changed needs for its core audience of . NYIERAH SRIANA
working moms who are working from home. With iepiafiodiy  Duiiepkiiedl  Syfadiuisipds
the need of its customers to balance working from

home, being comfortable and doing work-related
video calls, MM Lafleur’s styling advice has focused

on helping their customers look professional on

wearing it again. And again.

By Tory Hoen ’

O OO0 X

ANNA CHRIS

camera while also staying comfortable. oA L

Favorite styling tip: “Put a belt Favorite styling tip:

on it!” “Remember to consider your

hair color, eye color, and skin
tone.”

As more of the workforce shifts to working from home and
more companies embrace remote working, online virtual styling
appointments add convenience to peoples lives.

M.M.Lafleur adapted product offerings to cater for women who want to
look professional and comfortable on video chats at home.



ADAPTING TO REDUCED DEMAND LEVELS

StitchFix has recalibrated its offering to overcome commitment challenges

NEW OFFERING, MEETS CHANGED DEMAND
StitchFix has been revolutionary in 1ts approach to
nelping women buy apparel, based on a highly
oersonalized approach. The company has used data
science to create "personalized” outfits, delivered
monthly as a subscription box - with each
subseguent month fine-tuned as "Fixes’”

With revenue falling from its subscription model,
StitchFix has taken its data and customer profiling
model and applied the approach to non-
subscribers - with it's new “direct buy” program -
allowing new customers to make one-off purchases,
without committing to a full subscription.

Direct-buy revenues grew 3x and their stock has gained /2% in
Just the past quarter. As CEO Katrina Lake described during a
conference call, direct buy'’s "low commitment and low friction
oath to a personalized shopping experience represents an
important gateway to Stitch Fix.”

StitchFix’s “direct-buy” program uses existing data/insights from its
subscription business to help the brand acquire new customers.

10:00+4 all T ==

SHOP

Your Looks New Colors

Discover shoppable looks inspired by your items,
style & fit. Outfits refresh throughout the day—
snap up favorite pieces quickly!

YOUR ITEM

YOUR ITEM

Il

S B oA R

FIXES SHOP INSPIRATION STYLE AISLINN




RAND (TRUST)

Questions of trust have become
essential.

Quality matters more now than ever
before. Consumers want things that
work - and brands that can prove it.

Customers will also want brands that
help, not ‘harm.” Questions of
orovenance, ethics, and humanity will
be elevated.

And, in turbulent times, customers
will also favor brands that signal
reliability and staying power to the
market. There's no point in buying
something from a brand that might
go out of business in a month or two!




RESPONDING, SUPPORTING DURING COVID

Trust, empathy and relevance are critical when building brands

DEMONSTRATING TRUST IN MULTIPLE WAYS
Tech accessory brand "CASETIFY” responded
quickly and powerfully during Covid, with a set of
solutions launched under the hashtag:
#HCASETIfYProtects.

The products, information and mission CASETIFY
mobilized during Covid demonstrate empathy,
adaptability (and brand relevance):

[ Reusable cloth face masks, with each purchase,
masks were donated to healthcare workers.

2 A portable UV sanitizer device, to clean phones -
all proceeds donated to Covid relief funds (over
$100k donated).

3. Free sanitizing wipes together with the purchase
of a new phone case.

Purpose, mission and empathy have been distinguishing
elements of DI C brand strategies. CASETIFY did an expert job
of leaning into its purpose during Covid - taking the protection
of phones to a new level (which ultimately is about protecting
/ts customers).

FDA

APPROVED

CLEANSING
DRY WIPES

Tech accessories brand CASETIFY builds brand (trust) with initiatives helping consumers and
surrounding communities in times of need with products such as face masks, UV sanitizers, and
sanitizing wipes, where all proceeds are then donated back to the community.



SUILDING TRUST IS ALL IMPORTAN T

When boiled down to its most basic element, branding is about trust

PUTTING VALUE IN THE RIGHT PLACES
Premium cookware brand "Made In” has done a
great job of building credibility, trust and
transparency with its audiences. Like many DITC
brands before it, Made In's strategy has been to re-
engineer the value chain of its category, providing
consumers with a much more affordable offering
(same quality, lower cost).

Marketing efforts have focused on demonstrating
quality very well on their website, with:

[ Endorsements by celebrity chefs and Michelin Star
restaurants

2 Videos with product demos

3 Videos and other content showing how/where the
products are made and sourced from

Traditional players are being caught flatfooted - locked into
dated business modes - unable to bring focus (and budgets) to

new growth strategies. Made In puts a lot into content,

storytelling and ...they still deliver a product at a lower cost. Made In cookware builds brand (trust) with strong use of endorsements and videos
on their website - demonstrating quality, provenance, materials, design, etc.




DIGITAL CHANN

Brands without full digital presence
will become invisible to customers.

Online will gain further ground
across all brand-consumer touch
ooints AND will now be seen as a
critical hedge against future risks

such as those posed by Covid-19 (or
similar disruptions to offline
operations).

Websites, an array of social channels,
ecommerce shops, customer
videostreaming, private communities
are all essential.

: Lvidco.

we'ra telling your followers that youWMasiarted a |
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NIKE IS STILL REBALANCING TOWARD DIGITAL

Already strong, Nike continues to plow investments into new digital initiatives

BUILDING A DIGITAL ADVANTAGE

Nike continues to shift resources and double down
on digital investments. And they have strong
evidence that it's working. In the last quarter, Nike
reached its 2023 goal of having 30% of overall sales
coming from digital - as part of its “Consumer Direct
Acceleration” strategy. They have now revised their
goal upwards to hit 50% of sales as digital by 2023.

The brand is known for investing heavily into new
digital assets/tools, with large tech acquisitions
(Celect, TraceMe, Zodiac) in recent years. They are
almost certainly the best example of a traditional
orand, turned DTC.

The goals of Nike go beyond a 50.50 split of revenue between
offline/online. A huge effort has gone into building out the
capability to follow/support customers seamlessly between a
multitude of touch-points (offline and online).

Nike has an incredible array of digital tools, systems and technologies
supporting their aim of becoming a DTC brand.



TIKTOK DRIVING REACH AND SALES IMPACT

Social media platforms are a go-to source for product discovery

PEACE OUT PORES ON TIKTOK

TikTok has become a key source of beauty
iNnformation for Gen Z. An army of skin-care
iNfluencers have emerged who can make-or-break
sales for brands.

Sales of Peace Out's pore strips saw a fourfold
iNcrease in 24 hours after Hyram Yarbro, posted a
duet with a fellow “skinfluencer” on TikTok. The DTC
beauty brand sold out of its pore strip product, with
15,000 new customers buying its pore strips.

This comes as a result of the company’s focused effort to
invest-trial heavily into Tiklok and other new digital channels.

The brand previously sold a majority of its products on Sephora.

This pivot to a more DTC focused business model has helped
the company adapt and remain on target for business
expansion - even during the changing climate caused by Covid,

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

/7

As a result of an influencer review on TikTok, Peace Out Skincare went
viral and sold out of their Pore Strip product.







~FACEBOOK AIMING TO DOMINATE LIVESTREAMING

Facebook Live represents an important connection between audiences and brands

f LIVE

FACEBOOK LIVE may hold the most potential for
orands looking to build livestream connections with
audiences. It is the key live-streaming platform

globally, with over 360 million monthly active users
and 8.5 billion broadcasts to-date.

Past research has shown that Facebook Live videos
receive 3x more views - and 10x more comments -
than regular video content on Facebook.

The shifts in user behavior as a result of Covid and
increased attention from brands and audiences
have lead to a dramatic increase in usage in 2020.

Facebook claims there was an increase of 50% in the number of
Its live viewers in the US from February to March of 2020,

Hi. - -

Ornella Kofler - 1:36
Hi &

Sena Jeon - 1:44

Hi e 1

€ Top Fan
Sarah Stannard « 2:07

L'OREAL For the Future % 1

Anne Lorentll - 3:01
Hello ®

Edwin Rivas - 3:36
Hi i 1

Garnier!!!

Manuela Zurita - 23:49

Good morning from Peru! L Oreal
has reached significants results in
terms of sustainability. | would like
to make you t... See More

Emily Moyer - 25:44

Similar to offsetting the carbon
footprint from a flight, is there a
plan to provide the option to pay to
offset the car... S

L'Oréal Group @ # . 4:34
Hi everyone! If you have any
questions feel free to ask us in the

. . i
comments. Enjoy the Live

['Oreal Facebook Live digital press conference with
company CEO and Chief Sustainability Officer

Adrien KOSKAS

Global Brand President of Gamier

Carolina Thgv - 20:30

Hola == A

Paolo Perrone - 21:14

& i1

L'Oréal Group @ . 4:34

Hi everyone! If you have any
questions feel free to ask us in the
comments. Enjoy the Live
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AMAZON MAY BECOME KEY FOR BRANDS

VS Is aimed at improving livestream experiences over Amazon “Live”

< D
<]

@ Video Quiz

AMAZON INTERACTIVE VIDEO SERVICE (1VS).
Amazon - who has struggled to attract major | in which yeer did
obrands to its “Live” video channel - is now taking a Jeff Barr Start a
different approach with livestream video, with 1VS., blog at Amazon?
VS Is a livestream video module that can be —
empedded into a brand's own wepsite. IVS Is 2004
enabled with the same technology and functions 2008
that have made Twitch a leader in live-streaming:
oersonalized content, chat features and (critically)
connecting content with commerce.

2015

Evidence from China, where livestream selling has exploded in
the past rew years, suggests that Amazon is well positioned to
succeed. Tmall (the Amazon of China) has proven this is an
important development and a worthy investment by brands.

Amazon’s new VS allows brands to embed livestream videos into their
websites, and enable links to commerce.



LOOK TO CHINA FOR INSIGHTS ON LIVES TREAMING

Allbirds and Supergoop! find success with livestreaming on Tmall

LIVESTREAM SELLING ON TMALL

Global DTC brands, Supergoop! and AllBirds found
success with running livestream selling events
during China’s 6:18 shopping festival in June.

. -
T REREED  CEETP #fR5E R IS

N MAKE A DIFFERENCE MAKE A DIFFERENCE
RERMRE-NER/TE REDHRE-—NE/RTR

-

Both brands hosted their streams on "Tmall Live” -
the primary hub for branded, livestream selling.
Tmall, China'’s largest ecommerce platform works
with brands using a well tested formula, which
includes; an influencer/celebrity presenter, product
demonstrations and discussions (to keep audiences
interested), streamed audience comments/
feedback and guestions.

MAOB06 $FL % 1) A I L .
IH0606 REHENE (T4 EXRIE

Wool Runners
W IRVS382867 /) JEIEFOI R . FR&GE

UEROSOE X EREE FW}

W5 006 BARII a\"‘<
\\-“\
\L; -.' * hfrﬂ“' rL’ 1 ) /A / aes » '

Y-YUAN 7

Advocates of livestream selling’ point to new customer
acquisition as an important benefit. But, the approach is usually | D
supported by significant discounts to motivate purchases B

aduring the livestream. It's QVC ..but it can work well ...provided

the brand doesn’t give up too much margin in the process.

2 N

Supergoop! livestreams focused on During the 6.18 “shopping festival” 65% of
product demo’s and consultations. purchasers were new to Allbirds.




—ULFILEMENT

Customers need brands that can
deliver (on changing demand).

. Do you have the product in stock?
2. Can you deliver under duress?
3. Are your deliveries safe?
4. Do you treat your workers with care,
compassion and respect?

It will also be critical to monitor
customers more closely to evaluate LAPANGI
demand moving forward (and apply | —— Eﬁjﬁ?%ﬁﬂé
insights to merchandising - allocating -
oroduct to the right channels more

efficiently).




GCOING DIRECT IS NOT ALWAYS EASY

Some products reqguire more brand/customer support than others

“DIRECT” REQUIRES MORE SERVICE/SUPPORT
lcelandic bike company Lauf, recently announced a
shift in their business model, from one that was
traditionally distributor-supported, to being DTC.

1-2 Nm with 4mm hex/allen key

Moving ‘direct’ gives Lauf the opportunity to bring
consumers better pricing/value ..and, importantly
Nelps Lauf create connections with consumers that
are enduring' Lauf Unfiltered

Bikes sent direct to consumer, still need to be . @ |
assembled but Lauf has designed the bikes and & reCt
support process with this in mind. They are =k
oroviding customers with video call sessions, with '
their team available to aid in assembly and ask LEARN MORE \ y I
guestions about bikes and assembly.

\

~2 inches

!
:

This remote customer service initiative, paired with their shift
away from traditional selling, will helo Laul achieve their goal of

becoming a bigger part of the global cycling community.

This “Direct To You” message is first thing that consumers will Lauf has made bike assembly more simple
now see upon Vvisiting the new DTC Lauf website. and is supporting it with live video calls.



INCUMBENTS MOVING DIRECT-TO-CONSUMER

Recognizing the need for being consumer-connected

COVID SPURS NEW TRIALS WITH DTC

Alconhol brands have been notoriously dependent
on third-parties for distribution and sales - they
Nave had a very limited direct consumer view. .

CORPORATE

Bud
N response to Covidg, the beer giant, AbInBev has oer) (b
started testing their own direct-to-consumer
welbshop, offering next-day delivery for five of its
orands - in Belgium. It makes sense when a key

sales channel (restaurants/bars) is shutdown!

They have toyed with DTC marketplaces for a long
time, but Covid has accelerated the process, moving
them to launch the program. Beyond Covid-
response, this is an important initiative, as it
ootentially allows them to create a direct
relationship with customers, to personalize
customer orders ..and capture critical data on
oreferences/tastes for R&D.

ABInBev has tapped into the DTC market by launching their new
direct-to-consumer webshop, allowing for next-day delivery.



CUSTOMER SUPPO

Customers need support available
to them online.

This service and support has to work
across a multitude of channels now. If
someone can’'t get to your shop, you
need to have chat capabilities on
social, and videoconferencing and
livestreaming.

Customer support and sales are
poised to move closer together as
the offline retail experience moves

online.




ESTEE LAUDER SKINCARE EXPERIENCE

Estee Lauder has been developing its virtual
assistant/avatar, “Liv’ for some time, launching
applications on Google Assist and other channels.

The most recent channel to have “Liv' come to life,
s WhatsApp (in the UK) - launched during Covid.

The chat is aimed at helping users build and stick to
oersonalized skincare regimes. The initial experience
takes place over /-days, with daily messages from
‘Liv' - and a progression of ever-more-personal
recommendations/support - (hopefully) building
deeper engagement and a permission to have
ONgoiNg discussions.

Estee Lauder uses chatbot functionality to scale customer
engagement - with the aim of kickstarting more conversations
with more customers. The long term goal is 1-2-1 at scale.

CHATBOTS ON WHATSAPP

Customer engagement at scale

Chat with ‘Liv’, your Nighttime
Skincare Expert, to build your
personalised skincare regime.
Start today: Enter
+447480788335 into your
contacts as 'Liv at Estée
Lauder' and type 'Hi' to begin
your 7-day challenge...

CHAT TO LIV*

ESTEE LAUDER

THE NIGHTTIME SKINCARE

Estee Lauder’s skincare experience on Whatsapp
helps connect with consumers over /-days, as a
way of building trust/rapport.

8:38 0. = @)

{91 i Estee Lauder 0O &

Hi Liv. You there?

Welcome to the 7-night skincare
challenge by Liv at Estée Lauder.

You will need a cleanser, serum,
moisturiser and eye care.

>‘ ¢ , e ):
Okay. Let's get started...

The challenge is to stick to your
routine for the next 7 nights @

Are you happy to hear from us for
the next 7 days?

Yes. My skin is dry!

Great! What time do you want us to
message you each evening?

9pm

Estee Lauder | Beauty Products, Skin Care &
Makeup

Discover Beauty at esteelauder.co.uk, your
destination for high-performance Skincare,
Makeup, videos, more. Free Shipping &

a @ ® ¢

10:58 o, - |

{92 A« Estee Lauder 00 &

Today is the first day of your 7-night
skincare challenge ‘¥

Is your skin feeling good today?

A bit dry

Sorry... I'm currently only designed
for the 7-night skincare challenge.

If | asked you a question, try
responding with yes or no. If not,
check out esteelauder.co.uk for
more info!

No

No worries —there’s always room for
improvement!

Let’s see if you already use your
products in the correct order...

>

If you don’t want to receive any
more of these messages say STOP.

s @
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o @
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Chris Baker, Founder
Emall; chris@totemmedia.co
www.talktototem.com
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\DOREME

NliveCor

Allswell.

ADORE ME

Key Products: Lingerie, Swimwear and Active

XD Fashion & Apparel |

AIRTHINGS

Key Products: Air quality systems

m Electronics

ALIVE CO

Key Products: Cardiology apps, EKG
ALLBIRDS

Key Products: Shoes and socks

'Y Fashion & Apparel

ALLSWELL

Products: Bedding, mattresses and sheets

AMERICAN GIAN
Key Prod Casual clothing

vy Produc

fotem's Global Database of DT C brands.

#745

#876

#312

#240

#756

SELL-OUT ANALYSIS

Financial/Calendar Year Select Year MoM/QoQ
Calendar Year 2019 Month
202,761 €8,566,343 €7,704,084 (€90,001)
QUANTITY SOLD RRP (excl. VAT) INVOICED AMOUNT (incl. VAT) RETURNS AMOUNT (incl. VAT)
7,532 1827 (€1,412,611) | -12.68% €517,755 €7,187,250 (€5,300) (€83,701)
EANs ARTICLES DISCOUNTS VAT INVOICED AMOUNT (excl. VAT) RETURNS VAT AMOUNT RETURNS AMOUNT (excl. VAT)
Select Key Financial Measure Excl / Incl VAT
Quantit: y Excl. VAT
MACRO
Quantity by Organization Quantity by Regions 2017 2018 2019
Lsva | 2262 oL CRICHN 12262 275,077 416,623  515% 202,761 -51.3%
27Ky | 5,499 02.PN 15,499 Quantity trend
3:KOR I 37,896 Feb Mar Apr May Jun Ju Aug Sep Oct Nov ec
a.rec NN 105,000 04.55A I 157,104
379
Quantity by Regions
China [l 2,262 9% 3% 48%
36%
ong Kong [ 5.499 7% 7% 59%
o 62% -4% o 51% .
incones:- I 77,75 n s omo A
ralaysio I -,
philippines | N RN 23 627
South Korea | 57,596 Y e s
Thailand I 7,421 &8 8 g|RERIEE |8 ERIRRRBIEAR|REIRE|R B|R RIE B|] B
DISTRIBUTORS
5 7 58 151
DISTRIBUTORS COUNTRIES CITIES STORES

Count of Stores

os I
I Vit
7 Il vooniaco

1] Bsaspa

3 [ BsShanghai

Count of Stores by Total Quantity sold
<100 I
00-500 I 5
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Count of Stores by Total Invoicing

<10k I O
10k-50k I

50k-100k I -3
100k-200k I 1 5
>200« 7

Quantity

I 27896 (18.69%)
W 5.499 (2.71%)

I 2262 (1.12%)

Quantity by Store | cus tomer_name store_name Trendz Sunway Pyramid

Trendz Sunway Pyramid Sunway | Malaysia
0 [ ]
5,89] Quantity trend
QUANTITY Ma
««««««
€295,172
RRP (Excl. VAT)

10K (€16,943)

2
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3
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ABOUT TOTEM - WHAT WE DO

BUSINESS INTELLIGENCE,
DATA DRIVEN BRANDING

Totem works with a range of brands
Globally, in APAC and China, on brand
strategy and business intelligence
solutions.

Qur clients range across industries,
iNncluding: retall, fashion, beauty, travel,
entertainment and finance.

Projects for our clients address critical
issues including: digital capabilities/
iInnovation, corporate development and
M&A advisory, new markets entry, brand
strategy/positioning, category design and
data insights and analysis.

www.talktototem.com/dtc-insights

Brand-specific data visualization & analysis

TOTEM
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