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Maximising The Use Of Marketplaces In Your
Online Strategy

David Quaife — Managing Director - MENA
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Why are marketplaces important?
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Marketplaces are a significant catalyst for growth in international

markets Practicology
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Marketplaces models have been overtaking the traditional retail
selling to win online Practicology

o)
70%
of UK Consumers have

UK Online Marketplaces used an ecommerce
have grown marketplace

300% 51%

in the last year of Consumers start their

shopping journey on
Amazon
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130,000

Tmall has Brands on Tmall

61.5%:

Share of China eCom
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Amazon 1s growing and taking significant share of online commerce  Practicology

28%

Amazon share of Ecommerce Sales 2018
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Amazon.com from Middle east

Egypt
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13.5m 6.5m om

sessions p/month sessions p/month sessions p/month

10 min 8 min 27 secs 6 min 50 secs

Session duration Session duration Session duration

Only based on % split of desktop so mobile would mean a higher share
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Cross border eCommerce sales revenue from US alone Practicology

e 18.5% of total MENA eCommerce
.................................................................................................... . market
e Either shipped directly from D2C sites

or via a shop and ship partner

Total sales in USD (B

 Largely driven by Amazon

2015 2016 2017 2018
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Why are customers shopping on marketplaces Practicology
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Practicology

Is a marketplace strategy right for
your business?
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Many brands question whether they should be on marketplaces at
all? Practicology

a #» pattern company

- Should I have a D2C site or sell on marketplaces?

- Should I work with marketplaces at all?

- Will marketplaces cannibalise my other sales channels?

- Will my brand be protected online?
- How can I control my brand and reputation if I work with them?
- What people do I need to manage this new channel?




Key Considerations for Marketplaces Practicology
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Common problems brands face

Price erosion Brand Protection

\ 'V '5’1"\

Fakes and Grey High cost
market of servicing

= =
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Channel control

(T,

Unsure how to
expand into a new
market

2

Practicology
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Practicology

Channel control
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6 WAYS TO PURCHASE PRODUCTS
1 INVOLVES GOING INTO A STORE



Practicology

Counterteit & Grey products
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Consumers spend

about half a tI'i;HiOIl

dollars annually on
counterfeit products

Practicology

0
70%
of all counterteit

products are sold on
marketplaces

0)
3070
of all mobile phones

sales have passed
through grey market


http://www.mondaq.com/india/x/663116/advertising+marketing+branding/The+Issue+Of+Identifying+Counterfeit+Goods+Online+Flipkart+Been+Sued+By+Skechers+For+Selling+Fakes

Practicology

Price erosion
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Effects of dynamic pricing Practicology

Retailer A Retailer B Retailer C

$99.99 $99.99 $99.99
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Retailer A Retailer B Retailer C

$99.99 $89.99 f‘ $99.99
Sale



Practicology

Retailer A Retailer B Retailer C

$89.99 * $89.99 * $89.99

Sale



Practicology

Retailer A Retailer B Retailer C

$89.99 $99.99 $89.99
End of Sale
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Retailer A Retailer B Retailer C

$89.99 $99.99 $89.99




Marketplaces can play several different roles in your brand strategy = Practicology

Customer
Acquisition

(@) &

Y,

Defence Brand Awareness

Shortcut to
Internationalisation

Drive Revenue
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Whether or not you choose to be on Amazon or other marketplaces, your

product is already likely to be there Practicology

Brand erosion. Lack of data. Out of control. These are the words that today's consumer brands are using to describe

eCommerce marketplaces. We've pioneered a proven pattern for success.
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Practicology

Different options when working
with marketplaces
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Amazon have several different selling models and understanding

these can be complicated Practicology
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Vendor / 1P Seller / 3P
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What is Hybrid selling model Practicology

N— N —

Vendor / 1P .

Advantages : Disadvantages

Control over pricing and stock Complex management of
Increased Sales two models
Brand Protection Amazon relationship
Margin Optimisation




The different Amazon models — In practice Practicology

amazon

seller central NI
Brand stores stock rand using

at AMZ warehouse __ ___~ Brand defines services
but retains sellingprice  ~~ """~ >
ownership |
R > Brand fulfilling

3P or Seller
Model

orders
SKUs are split between the 2 models
1P or Vendor Amazon buys your
stock and orders
inventory ad hoc.
MOdeI AMZ become the Amgzon (?ontrol the Amazon are the
. , selling price and .
face’ of the - visible seller and
. are willing to lose ,
businesson ---» . ---» fulfiller of all
money in some
Amazon product. ‘
cases

v
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Well known brands are partnering with Amazon to sell via 1P or
Hybrid models — Smaller brands are sold via a multitude of 3P Sellers  Practicology

ofieia. AMERICAN GODS §2 3 newseason £ SR  riveise
3"!?10“ w »

SHOP BY BRAND

)
FRENCH
CONNECTION TOMMYZZEHILFIGER w G-STAR RAW

CalvinKlein Lee

However, selling 1P is not always simple.
Amazon has recently cut a significant number of 1P
Sellers pushing more brands to sell via 3P model




Challenge:

Approach:

Results:

|
Optimising the IR
Amazon |
Commercial 3

— Top 5
model drinks

por

company

Practicology

With a healthy, profitable business on Amazon, that is over performing from
a share and sales perspective this top 5 global drinks brand wanted to
review their current model (1P only) with Amazon and assess whether they
should take a different approach to Amazon

Interviews with all people that deal with Amazon / other retail partners

Analysed all sales, share, margin, OOS data via Vendor central and One
click

Assessed competitor activity
Analysed 3P re-seller activity

Modelled a range of different scenarios that could be possible in the future
including a range of hybrid options

Assessed the commercial opportunity and risks around different
approaches to 1P, 3P and hybrid

Developed a board paper outlining recommendations for a new approach
to Amazon trading

Work is on-going.



Getting marketplace strategy right can yield extremely positive
results for businesses Practicology
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Practicology

Working directly with marketplaces
1p
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The Amazon Addiction Practicology

Brands and businesses can become reliant on the
sales that Amazon brings In.
This leaves businesses susceptible to be squeezed for
margin by Amazon in the future




Business often come across common issues when working with
marketplaces and Amazon Practicology

Account
Management




Commercials & Logistics

Commercials

- Chargebacks
- Logistical Costs
- Commission
- Winning the Buybox

Practicology

Logistics

- Frequency of Orders
- Irregularity of orders
- Friction Free Packaging
- Complex warehouse
distribution



Resource and Contact Practicology

Resource Account Management

- Management - Lack of human contact
- Time involved even with SVS

- Specific teams Iin finance, _ Changing strategies and
marketing and sales restrictions




Practicology

3p Managed services model
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Practicology

Amazon Seller Seller Ratings

/2 pattern

In Health & Personal Care Locations

Shipped Per Week SEO, AMS, Content
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Practicology

210 PROTECT

Your Brand

A D GROW
o0

Your Sales

Brands generally come to us for two
reasons: Growth and Control.

S C A I_ E g Dave Wright
@ &?’ Founder and CEO, Pattern

Your Distribution

Copyright 2019 .



What
does
growth
and
control

look like?

Copyright 2019

Pattern partners average 93
% brand compliance
in their first year.

Internal audit, 2018

Practicology

60

PERCENT

Pattern partners average
nearly 60% revenue growth
in their first year.

Internal audit, 2018
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Protecting Your Brand

Practicology

a #» pattern company

Compliance Overview

49%

MAP Compliant

209

Violation Count

55% |

Compliant Units ~ “"%,,,

Sellers compiarce | Vome Products

Pattern’s proprietary software, TriGuardian, scans thousands of websites daily to reveal
real-time MAP compliance, unauthorized sellers and sales volume.

Copyright 2019

Monitoring Seller Behaviour

And Policy Creation/Enforcement

Content Consistency
Across Marketplaces

Authorized Reseller
and Distribution Policies

y pattern Confidential



Practicology

MAP Compliance Sales
$61.6MM
o +107%
- W
4 e ]
)_,
N 99%
A v 24 mos. A8
amm» Non Compliant am» Compliant $29.7MM
77%

$16.8 MM

0 mos. 12 mos. 24 mos.
Actual data from a Pattern partner showing the

improvements in control and growth over time.
@ Average Amazon Growth e Pattern Growth



Growing Your Sales Practicology
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— Stellar Content
00 Mobile-optimized listings
A+ enriched content, etc.

m; Data-driven SEO
Pushing you to page 1

&8  stats-based Advertising
\&/ Automated, rules-based engines

Pattern’s proprietary software, Predict, show real-time data on sales, pricing,
reviews, compliance, buy box ownership and more.
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Scaling Your Distribution

Copyright 2019
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Practicology
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Marketplace Management
For Alibaba, eBay, Jet.com, etc.

Global Distribution

Warehousing, logistics, fulfillment

75+ Quality Controls
Labeling, FBA prep, temp controls, etc

y pattern Confidential
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Dubai Online Grocery AN |
Report 2019 { i i

A
David.Quaife@practicology.com

Assessing the customer experience provided by 10
UAE online grocers and two marketplaces.

-

Practicology

" a # pattern company

=78

www.practicology.com/uae/OnlineGrocery
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