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A.T. Kearney’'s European “Beauty and the Beast” study

Executive summary

Key messages

Implications

» Manufacturers need specific online channel strategies to
take advantage of growth

« Offline retailers need to “go multi-channel” unless they want
to remain in a stagnant or shrinking market

shopper marketing to improve shopper experience

* Retailers need to upgrade their websites if they want to
compete based on any thing other than price

« Manufacturers need to ensure brand consistency across
channels (e.g. same, high-quality images used)

* Retailers need to offer a consistent multi-channel shopping
experience

« Manufacturers should improve international commercial
management since Amazon already operates Pan-European

* Retailers need to develop strategies to differentiate their

} * For manufacturers, online PoS is the next big opportunity for
} online sites from Amazon
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Beauty & Personal Care e-commerce is a ~€1.8 billion
segment and growing 4 times faster than the overall category

Beauty & Personal Care online sales in UK, Germany & France

Retail Online Sales by Key Sector Beauty & Personal Care Online Sales?

(% of total sales, 2011) (€ bn, 2006-2012 CAGR)?
Total Sales: €68.1 Billion Retail Sales @GP
: % of Retail
Online Sales 1.8
1.7 Sales, 2012
Apparel @

Other?
28%

Beauty and M
Personal Care

38% 36%) 5%

37%
37%
37%
— 38%)| 8° 3%
%%
UK

Media DE
5% Products 6%
FR
Housewares and
Home Furnishings 15% 10%
Consumer Electronics Food and Drink

2006 2007 2008 2009 2010 2011 2012

1. Includes for example toys and games, home care, consumer healthcare, consumer appliances, DIY and gardening
2. Estimate for 2012

Source: Euromonitor International
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Beauty & Personal Care Online Retail in France is a €758

million category

Retail Online Sales by Key Sector
(% of total sales, 2011)

Total Sales: € 18.3 billion

Consumer Electronics

21%
Othert
38%
Apparel
Beauty and Lo Media/cultural products
Personal Care gqod and

Drink

1. Includes for example housewares and home furnishings, consumer appliances, toys and games

Source: Euromonitor International

Beauty & Personal Care Online Sales
(€ mn, 2006 - 2011)

CAGR -

Retail Sales +1%

% of Retail
/ Sales, 2011

- 1074 6%

661
528

2006 2007 2008 2009 2010 2011
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We approached almost 4,000 consumers, analyzing 1,340 in
depth for their online Beauty & Personal Care shopping behaviors

Online survey statistics

Total Number of Responses

3,942
3,225
1,340
Total Sample Online Online Beauty
in UK, DE Shoppers Shoppers
and FR

Age Distribution Gender Distribution

(n=1,340%) (n=1,340%)
299%, mean
22% 23% age:
9% T T Tt 12%————{43

6%

18- 26- 36- 46- 56- 66+

(0)
25 35 45 55 65 67% Female
Income Distribution
(n=1,340Y)
39% mean
Income:
219% 24%
Male

———————————— -——— €32k

10% 5% ‘

<€20k €21- €31- €51- >€75k
30k 50k 75k

Average age and income are in line with country statistics — as expected,

female participation is higher than their share of the population

1. Sample size varies according to number of responses for specific question

Source: A.T. Kearney Survey of Online Beauty & Personal Care Shoppers UK, Germany and France, Oct-Dec 2012
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Our study surveyed 1256 consumers from France for online
Beauty & Personal Care shopping behaviors

Total Number of Responses Age Distribution Gender Distribution

(n=4551) (n=4551)
1256 30% 289 mean
21% age:
io62 R = 16%_ ___ a5
2% 4% In-line with
T T T T T | national
18- 26- 36- 46- 56- 66+ average
25 35 45 55 65 0 Female
Income Distribution
(n=455%)
420 mean
N income:

Total Sample Online Onllne Beauty

Shoppers  Shoppers | 1T ET T T €28k Male
. - In-line with -
national ! atl. avg.:
<€20k €21- €31- €51- >€75k average 52%
30k 50k 75k Female

Average age and average income are in line with nation-wide statistics —

Female participation exceeds population average

1. Sample size varies according to number of responses for specific question
Source: A.T. Kearney Survey of Online Shoppers, September 2012
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82% of the respondents shop online, with 42% buying Beauty

and Personal Care products

Online survey statistics

Share of online shoppers
(n = 3,950)

Don’t
Shop Online

Shop Online

(n=
3,225)

Most Popular Online Shopping Categories?

(% of online shoppers)
(n = 3,225)

Books

Apparel

Consumer Electronics

Music, TV Shows and/or Movies
Footwear

Beauty and Personal Care Products
Jewelry

Furniture

Services

Household Cleaning Products
Collectables

Other

1. Survey Question: What product categories have you purchased online in the past 12 months?
Source: A.T. Kearney Survey of Online Beauty & Personal Care Shoppers UK, Germany and France, Oct-Dec 2012

66%
55%

42% (n = 1,340)
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In France, 84% of the respondents shop online, with 43%

buying Beauty and Personal Care products

Share of online shoppers
(n =1256)

Don’t
Shop Online

Shop Online
(n=1061)

1.  Online purchase in the past 12 months
Source: A.T. Kearney Survey of Online Shoppers, September 2012

Most Popular Online Shopping Categories?
(% of online Beauty & Personal Care shoppers)

(n=1061)
Apparel
Books

Consumer Electronics

Beauty and Personal
Care Products

Footwear

Music, TV Shows
and/or Movies

Other
Services
Furniture

Jewelry

Household
Cleaning Products

63%

59%

43% (n = 455)
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Price and convenience are the two primary motivators for
shopping online for Beauty and Personal Care products

Motivation

Motivation for Browsing Motivation for Buying

Price Comparisons 65%

Better informed purchase

Find products decisi : Other
Top motivation in ecision possible . :

| use regularly all 3 countries — _ 204 Better prices online
particularly high Products not available 9%

Promotions and

special offers in DE (75%) at local stores

J

31%

To find out what’s new
Promotions and
special offers
ranked particularly
high in UK (59%)
and FR (56%)

Peer reviews

Like to explore 16%

~ on the web

Makeover ideas

Research celebrity

endorsements .
Convenience

Other

Note: Several response choices possible, sample size varies according to number of responses for specific question
Source: A.T. Kearney Survey of Online Beauty & Personal Care Shoppers UK, Germany and France (1,340 respondents), Oct-Dec 2012
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French Beauty and Personal care consumers that are active
online are primarily motivated by finding better prices

Motivation for Browsing?

(% of online Beauty & Personal Care shoppers)
(n = 4552)

Price Comparisons 59%

Promotions and

0,
special offers 56%

Find products

0,
| use regularly 52%

To find out what’s new
Peer reviews

Makeover ideas

Research celebrity
endorsements

Others

1. Several response choices possible
2. Sample size varies according to number of responses for specific question

Motivation for Buying

(% of online Beauty & Personal Care shoppers)
(n = 4552)

Better informed purchase
decision possible

10%

Products not available
at local stores Better prices

39% online

_ 17%
Like to explore
on the web

Convenience

3. Includes, e.g. “To find information on ingredients” and “To find specific products that are difficult to get otherwise”

Source: A.T. Kearney Survey of Online Shoppers, September 2012
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The surveyed shoppers are clear about their likes and dislikes

Online Beauty & Personal Care Shopping —
In The Words of Consumers

Beauty & Personal Care consumers more inclined to shop online

do so because they like...

Price & Promotions

Online shopping is
often cheaper than in-
store for the same
products

| can get products that
| have already bought
before at lower prices

| like the promotions
that are available
online

| can find special
offers online and
receive free delivery

| like the prices,
special promotions
and free samples

| can browse at my
own pace and read
product reviews

| like that | can shop
online at any day or
night time and without
interference from
shop assistants

Online shopping
provides better
options to compare
product prices

Online shopping is
quick and conveniently
manageable from
home, as | don’t have
time to go to stores

Convenience Product Selection

| am in an age where

| know what is best

for me. It is easy to

buy products online

as not all stores sell
full ranges

| love to see a big
range of organic
products in one place,
something very few
stores offer

| like that | can see the
entire product range.

| like the diversity of
products offered
online

Survey Question: Please tell us in your own
words what you like and dislike about shopping
online for Beauty & Personal Care products.

Beauty & Personal Care consumers less inclined
to shop online feel this way because...

For cosmetics not
used before, it is
essential to try out
samples first

Especially with
beauty products it is
important to see the

colours or try different
scents. Only a store
can provide this

I don’t buy new
products only, as |
could not try them

before

Product déscriptions
are not always
detailed enough

Source: A.T. Kearney Survey of Online Beauty & Personal Care Shoppers UK, Germany and France (1,340 respondents), Oct-Dec 2012

[9

The items are too
expensive if there is
no free postage

Delivery can be a
difficulty as parcels
often need to be
collected from depots
many miles away

Since bgty and

personal care
products are often low
priced, delivery
charges can be high

Systematically free
delivery would make
me buy online more
often
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Finding the best price, specific products, and site security are
the top 3 most important attributes across all countries

Importance

Most Important Attributes

Highest rankings in
France with 65% - 72%

Survey Question: What is Most Important
to You When Shopping for Beauty &
Personal Care Products Online?

I Very important

Somewhat important

Not significant Not important

OH I 110

|
I 25% 22%
36%
41%
| 46% 46% 319 270
 65% 63%
| 0 37% 38%
37% 45%
|
| 41% 31% 35%
43% 45%
0,
29% 31% ? 27% 6%
13% 17 28% 27%
10% 9% © 11% 15% 17%
506 /1% 5% 1% % 2% o T 9% 1% 29, m = 11% 7% 6
Best Price  Finding Site Free Special Quick Finding my Ease of Free Loyalty New In-store Peer Product  In-store
Specific  Security  Shipping Promotions Delivery Favourite Navigation Samples  Points  Products Pick-up/ Reviews Tips Event
Products Brands Return Information

Special Promotions ranked high in France
(4 rank) with 57% of the shoppers
valuing this attribute as very important

Note: Several response choices possible, sample size varies according to number of responses for specific question
Source: A.T. Kearney Survey of Online Beauty & Personal Care Shoppers UK, Germany and France (1,340 respondents), Oct-Dec 2012
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France results : a survey of 15 online shopping attributes
revealed finding the best price and specific products, and site
security are most important

Survey Question: What is Most Important
to You When Shopping for Beauty &
Personal Care Products Online?

Most Important Attributes
(% of online Beauty & Personal Care shoppers)

(n = 455%)
ery important omewhat important ot significant ot important
B Vveryi S hat i Not signifi Not i
________ l
I ™ E3
I ' 239 [ 219 [ 167 0
0,
: | 520 ao [ 41 I 27%
I o5 I 579 [ 57% c 34%
| 72% 71% °1 38%
: I 46% 42%
0
I | o 34%
I 40% 39% 34%
0 0
: | 35% 43% 29%
_______ 36% 36% 0
23% 25% 28% 26% 20%
° ° 16%  17% 30%
9% 10% 18% 18%
4% /1% 3% 1% 4% 2% S% 2% 6% ,1% 3y, 6% 2% 50 4% 5% 5% e
Best Price  Finding Site Special Quick Free Ease of Free  Findingmy Loyalty New In-store Peer In-store  Product
Specific ~ Security Promotions Delivery  Shipping Navigation Samples Favourite  Points  Products Pick-up/ Reviews Event Tips
Products Brands Return Information

Interestingly, finding my
favourite brands did not rank
high overall, compared to the
other attributes

1. Sample size varies according to number of responses for specific question
Source: A.T. Kearney Survey of Online Shoppers, September 2012
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Fragrances (24%) and Skin Care (23%) are the most frequently
purchased online beauty and personal care categories in Europe

Frequency

Frequency of Purchases by Sub-Category

Color Cosmetics
ranked 2" in France

Survey Question: What Types

of Beauty Products Do You Buy
Online? Please Tell Us Why

| 9 0 13%
Frequently I 24% 17% 17% -
: 0 e 26%
Sometimes | | 419 = 42%
l ’ 20% 27%
0
C=e= — — I a 23% L% 22%
Rarely  18% 17%
31% 38% 38%
Never  17% 16% 21% 19%
I T T T T 1
Fragrances Skin care Hair Care  Color Cosmetics Personal Care Nail care Tools
Price is the | get good | buy cosmetics
main reason prices for skin I bl_Jy shampoo online due to I b_uy bio soap I bu_y nail polish B e
why | buy . online because the large online because online because .
In the care online and . . - : tools are easily
fragrances the prices are selection and it is more | like the 3
words of i cannot buy my h dval ient and : available on the
consumers online. favorite _ more e good value convenient an _selectlon of high street and
Sometimes | roducts in interesting than for money cheaper than in different colours -
find items up to P in stores products stores that is available P
local stores :
50% cheaper available

Note: Several response choices possible, sample size varies according to number of responses for specific question
Source: A.T. Kearney Survey of Online Beauty & Personal Care Shoppers UK, Germany and France (1,340 respondents), Oct-Dec 2012
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French Beauty & Personal Care shoppers are active in all
categories with Skin Care, Color Cosmetics and Hair Care being

the most popular

Survey Question: What Types
of Beauty Products Do You Buy

ine?
Frequency of Purchases by Sub-Category Online? Please Tell Us Why
(% of online Beauty & Personal Care shoppers)
(n = 4557)
' Y Y | - e e
Frequently | IRZEZ 21% 21% [
24%
| |
I I 36%
. 43% 44% 41% 0 24%
Sometimes || 50% . | 22
| I 17%
e 4% _ — — - I 19%
Rarely  16% 18%= 18% 3206 48%
Never 1104 23% 16% 20% 13%
I T T T T T T 1
Skin care  Color Cosmetics  Hair Care Fragrances  Personal Care Nail care Tools
l o2 al M al l l
: uy cosmetics ,
'I;Ilw(?n}:)cr;c;(;safroer online due to | buy shampoo frlabl:gnnggs | buy bio soap | buy nail polish érzz?];lbél a}L/re
In the more the large online because onling because online because online because tgols e el
words of interestin selection and the prices are there are often it is more | like the T
consumers online and tghe the good value more special convenient and selection of t Iowe)r/ prices
products are for money interesting than promotions cheaper than in different colours T
delivered to me 2{;;‘;:32 In stores available stores it i Evelelals supermarket

1. Sample size varies according to number of responses for specific question
Source: A.T. Kearney Survey of Online Shoppers, September 2012
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Across the three countries, Amazon and Yves Rocher were
most frequently named online shopping destinations

Online destination

Survey Question: What is your most favorite

Top online destinations online destination for Beauty & Personal Care
shopping?
N Z
e il

Amazon.co.uk

yvesrocher.fr 32%
Amazon.de

ccbparis.fr 12%

Yves-Rocher. 0
eBay.co.uk ves-Rocher.de 12% Vente-privee.com
0
Brand direct 10% eBay.de Sephora.fr
Supermarkets
. up 8% Douglas.de 10% Amazon.fr
Major department stores \ 50/
Online retailers 4% 0 Rossmann.de 10% Speciality beauty retailers 10%
Major drugstore 3% Drugstores Online retailers
NI g 7% o 6%
Speciality beauty retailers Brand direct 4% Brand dlrect\ 50/
Other 11% Other 6% Other 40/(:)

Note: Several response choices possible, sample size varies according to number of responses for specific question
Source: A.T. Kearney Survey of Online Beauty & Personal Care Shoppers UK, Germany and France (1,340 respondents), Oct-Dec 2012
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Key attributes were consistently cited as the top reasons for
why French consumers preferred to shop on these websites

i - S tion: Please tell us wh
Online Beauty & Personal Care Shopping — urvey Question: Please tell us why

you prefer the online destinations
In The Words of Consumers where you most frequently shop

Beauty & Personal Care consumers are more inclined to shop at these online destinations because...

P od
- Yves Rocher provides good value for money | am a loyal customer of
Yves Rocher ‘ Specific Products, Trust products, has an attractive loyalty this brand since several
in Brand, Pricing programme and gifts years
ot
3 Product Selection, CCB has a large | can get eye shadows with | like the prices and the
Club des Créateurs Pricing, Special choice of make- special features that | special promotions that
de Beauté Promotions up cannot get somewhere else are offered regularly
_ Pricing, Special The site provides Vente-privee is a It offers interesting
Vente-Privée.com # Promotions, Site promotions on good quality serious and prices and the
Security products reliable site transactions are secure
. Vad ol
Product Selection, . : | have never been disappointed by
Sephora Sephora provides good qualit
P ‘ Pricing, Ease of Use P b good quallty Sephora. The site is reliable and | am
. 1Y ! products for reasonable prices o ; . :
Site Security satisfied with the delivery service
Product Selection, ~ _ _ ~ _
Amazon ‘ Pricing, Site Security Amazon offers the lowest prices and the ~ Amazon provides secure online
Ease 0;‘ Use ' products | am looking for are available shopping and quick delivery

Source: A.T. Kearney Survey of Online Shoppers, September 2012



