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Foreword

Claire Valoti
VP EMEA, Snap Inc.

We believe that technology will play a vital role in the recovery of
bricks-and-mortar retail and boost the shopping experience both
online and in-store.

This might sound counterintuitive —new technologies are often seen as negatively disruptive after all. But, done
right — and built around human behaviour, rather than the other way round —the impact can be very positive
and lead to a step-changein innovation.

The growth ofonline shopping has undoubtedly disrupted bricks-and-mortar retail overthe past several years,
which only further accelerated during the pandemic. But technology has also helped to inspireretailers to play
in, and contributeto, the increasing overlap between online and physical environments which is so fundamental
now to many ofour lived experiences. So technology, rather than sounding the death-knell for bricks-and-mortar
retail, hasled to a shift that benefits both shoppers and retailers.

For this study Snap commissioned Foresight Factory to build a factual view of what the future of shoppinglooks
like for retailers and consumers. From this a new picture of shopping has emerged which clearly shows that
rather than existing separately, physical stores and e-commerceincreasingly cross over and thereis ahuge
opportunity for everyone wherethey intersect.

Here at Snap, we believethat technology can be a powerful enabler — giving us the opportunity to do things that
we haven’t been able to do before, or to do things better. Snapchat describes itselfas a camera company. From
our beginnings almost a decadeago, we recognised that the camerawas evolving from a tool to preserve
memories,to away in which peoplecould express themselves and share how they were feeling with their friends
by talking in pictures. We realised that augmented reality — putting dog ears on your head or vomiting a rainbow
— could enhancethat self-expression and allow people to feel more comfortable expressing themselves. Over
time we came to realise that it could also be so much more, and that the camera hasbecome a dynamiclink
between the physical and onlineworlds, bringing them closer together.

More than five billion Snaps are now created on Snapchat every day and they are not only using the camera to
express themselves and have fun together —they are also using the technology to connectwith brands they care
about, learning about their products in new and unique ways.

There is perhaps no better evidence for this than in the shopping sector, where retailers have been using our
augmented reality (AR) mobile camera technology for several years to blend the physical and digital, to create
immersive shopping experiences with use cases transitioning from entertainment to utility. Examples abound
from Lego launching a UKvirtual AR pop-up fashion storein 2019, to FARFETCH using voice enabled controls
to browse and try on clothes in ARand Estee Lauder’s MAC Cosmetics, who earlier thisyear created AR Lenses
that allowed usersto experience arange of make-up products — from ey eshadow to lipstick — virtually.

Through this study, we have learnt that consumers worldwide feel their shopping experience hasbeen greatly
enhanced by the cameraand the digital innovations around it. There isno doubtshoppers arekeento get back
into stores postlockdown, but they want to also keep all the advantages that technology hasto offer when they
returnto shoppingin-store.

By recognising and understanding these trends in this study, we hope to inspireretailers ofall ty pes and sizes to
considerhow they can capitalise on the positive disruption taking place in the shopping space. Ultimately, we see
the camera as the future ofretail. We see a future where the physical shopping experiencewillbecome
increasingly “connected”and interactive, and we believe the internet —once viewed as the great enemy ofbricks-
and-mortarretail —will be more accurately understood as animportant leverin driving people back to stores.



Introduction

The retail industry has been on the front line oftechnological change since the start ofthe 21st century.As the
digital revolution has accelerated around the world, the rise of e-commerce, mobile and virtual shopping has
transformedhow consumers shop and interactwith retail brands. While the pace ofinnovation is set to continue
in the 2020s, the COVID-19 pandemichas further accelerated the rate at which retail innovation needs to be
adopted by global retailers.

While the extent to which consumers have endured lockdowns and store closures varies across global markets,
the majority of shoppers have faced significant levels ofdisruption, and it is evident that this has fundamentally
impacted shopping behaviours and attitudes worldwide.

Asthe world gradually looks to emerge fromthe pandemic, global brands and retailers now facethe challenge of
identifying and addressing the future needs and demands of customers that will shape the shopping experience
and journeyinthe next decade.

To provide anin-depth picture ofthe shoppinglandscape at this critical time, this consumer-focused research
across12global markets (see full methodology below) investigates how shopper expectations and needs are
evolving in the post-pandemic world across online, in-storeand on mobile. In this report we examinethe needs
of global consumers,and the retail solutions and technologies that will enable retailers across the world to meet
these shopper needs.

We would like to thank our panel of voices from the retail industry across the world who were interviewed as part
of this study, and who shared their views on the challenges they have faced as well as insights into the
technological solutions set to transform the industry.

Methodology

To construct this study, we combined Foresight Factory’s proprietary data methodologies and existing
trendsintelligence, with newly commissioned quantitativeand qualitativeresearch across 12 global
markets:

Trends Analysis: Review of Foresight Factory’s database of 80+ global consumer trends, in order to
understand the macro consumer landscapeand identify key areas to explore in relation to the future of
shopping.

Quantitative Research: Survey of 20,000 consumers across 12 global markets (UK, US, Canada, Australia,
France, Germany,Italy, Netherland, Norway, Japan, Saudi Arabia and UAE).

Expert Panel: In-depth interviews with experts fromglobal retailers, retail specialists and technological
start-ups on the frontline of shopping solutions/innovations.

Proprietary Data Analytics: Use of proprietary Foresight Factory methodology to construct a bespoke
prediction for the future use ofaugmented reality in the shopping process by 2025 (at a global aggregate
level and across each ofthe 12 markets).




Key Takeaways

A post-COVID return to physical retail

Shoppersreturning to store post-COVIDwill be looking for the social and tactile experiences they have missed
outonin thelastyear, combined with the convenience and safety of shopping online. Halfofglobal consumers
have missed the social aspectofshopping in-storesince the start ofthe pandemic.

Technology will drive shoppers into stores

35%ofglobal consumers wouldgo out oftheir way to visit a storeifit had interactivevirtual services such asa
smart mirror that allowed them to try on clothes or makeup, demonstrating the rolethat advanced retail
technologies can play in enhancing in-store experiences and enticing customer footfall.

Mobilewill connectbrands and consumers acrossthe shopper journey

1in 3 global consumers select theirmobile as the preferred channel when shopping for products,and 50% ofGen
Z and millennials say they never go shopping without using their mobile. As the findings ofthis reportprove,
mobile devices are empowering connected shoppers across entire shopping journeys, connecting online and
offline channels, and bridging shopping and social interactions.

Virtualtesting could accelerate e-commerce further

4 in10 globally statethat notbeing ableto see, touch and try outproducts are the most significant factors that
put them off online shopping, highlighting the extent to which new avenues for product previewing and testing
via online channels will be critical for an optimised e-commerce experience.

Shoppers will demand widespread AR

The research presented herepredicts thatinlessthan five years we will see a 57 %increase (from 23%in 2021 to
36%in 2025)inthe proportion of GenZ shoppers who use AR before buying a product. Significantly, 56 % of
global consumers who have used AR when shopping claimthat it encouraged themto make a purchase. Such
findings demonstrates that AR continues to proveits commercial clout, moving consumers closerto the
checkout.

Retailers mustget ready for the virtualeconomy

1in 2 consumers worldwidewould considerbuying a virtual product, signalling a significantexpansion ofthe
virtual economy over the coming decade. Increasingly, the exclusivity offered by NFTs will be a key USP for
virtual products, offering consumers the chance to own oneofakind pieces, regardless oftheir physical
existence.

Resale platforms cementtheir position as a credible alternative

4 in10 consumers globally have bought and sold something via a resale platform, which are attracting shoppers
searching for cheaper prices and unique products and providing a more sustainable alternative to the current
marketplace dominated e-commercelandscape.



The Return
to Stores

Physical retail must combine
the convenience of online with
the social experiences
shoppers have missed

Following ayear of curtailed access to physical retail, it
is clear that global consumers have missed key
elements ofin-store shopping, with 1 in 2 shoppers
agreeing that they have missed the social aspect of
shopping since the start of COVID-19. At the same
time, with the accelerated use ofe-commerce channels
during the pandemic, global consumers also
demonstrate a cleardemandfor in-store services that
can match the convenience ofonlineshopping, and
dataindicates that this growth in e-commerce will be
sustained, and even continue further in the yearahead.
25%of shoppersindicatethat they will shop online
evenmore inthe year ahead comparedto thelast12
months, vs. just 12% who say they will shop online less.

Retailers must dial up

social interactions
100%

80%
60%
40%
20%

0%

Half ofglobal consumers have missed the
social aspect of shopping in-store since the

start ofthe pandemic, while 21%would visit
a store specifically ifexperts were on hand to
offer advice. Enabling closer connections
between storestaffand customers, as well as
curating social interaction among shoppers,
will be vital to drive footfall post-pandemic.

Demand for social shopping
influenced by mobile sharing

The rise in sharing product images with peersis an
example ofthe type ofsocial shopping retailers can
seekto replicate —both between peoplein-store
and between the shopperand their wider networks.

But this new landscape is not evenly distributed across
sectors —in fashion, we see that 4 in 10 planto do the
majority oftheir shopping online in the next year,
compared to 3in10 for toiletriesand 2 in 10 for food.

Taken together, such findings pinpoint the need for
global retailers to enhancein-store services to optimise
the seamlessness ofthe shoppingjourney, while also
amplifying social interactions to establish a clear USP.
Responding to such consumerdemand will be critical
for retailers who wish to capitalise on the heightened
support forlocal businesses as a result ofthe COVID-
19 lockdown, to drive footfall to their stores.

How strongly do you agree or disagree with the following statements about
sh opping since the COVID-19 pandemic?
I have missed the social aspect of shoppingin-store

H Agree strongly ™ Agree

Saudi Arabia
Netherlands
Australia

1in2

of global Gen Z (48%) and millennials (49 %)
consumers have been sharing more
photos/screenshots of products they are interestedin
with family or friends since the start ofthe pandemic.



Enhanced
will entice footfall

A key frustration for almosthalfofglobal consumers
during COVID-19 has been the inability to try on
products in-store before purchasing them. Combined
with increased demand for touchlessretail as aresult
ofthe pandemic (1 in 3 global consumers remain
nervous about catching COVID-19 in store), this
indicates the importance oftechnological retail
solutionsthat can support virtual product
personalisation and testing at the point-of-sale. Such
findings also point to a gap in the current e-commerce
experience in providing sophisticated producttesting
that can match the in-storeexperience.

Product testing
frustrations during
COVID-19 pandemic

The inability to trial and try-on
products prior to purchase has
beenaclear hindrance to the
shopping experience ofglobal
shoppers during the COVID-19
pandemic.

Almost halfofconsumers globally
claim that they have found this
frustrating —and this figure rises to
51%among Generation Zand 55%
among millennials.

55%

Physical retail must

Gen Z
Millennials

Atthe same time, the increased use of online shopping
channels during the pandemichas driven new demand
for convenient shopping solutions in-store. From pre-
booking storevisits and home delivery services to
mobile-led product recommendations, consumers
indicate significant levels ofinterest in service and
technological innovation that can provide a seamless
shopping experiencein-store. Asretailers continueto
investin enhanced convenience solutions across online
channels, bricks-and-mortar stores will need to act fast
to ensure they do notfall behind fast-evolving shopper
expectations.

“How strongly do you
agree or disagree with
thefollowing
statements about

sh opping since the
COVID-19 pandemic?”
Ihavefound it
frustrating not
beingableto try
clothes/accessories/
m akeup on in-store
before I buy them

%

Total

“How likely would you be tochoose toshopin a store because they offered

th efollowing features?”

of online

| w ould go out of my way to visit a store with this feature

| w ould use this featureif it was available in a store | already wantedto visit

A key strategy for global retailers to promote
increasedfootfall will be providing in-store
service that can match the level of safety,
convenience and personalisation available
online. For example, 21% ofglobal consumers
state that they would go out oftheir way to
visit a store that provideda service which
offered instant access to stock information —
rising to 29% of millennials. A further 41%of
global consumers, and 40 % ofmillennials,
would use such a service ifit was available in
a store they already planned to visit. And 277 %
say they would go out oftheir way to visit a
store with COVID-19 safety measures,
highlighting the need for touchless solutions.

Covid-safety measures to ensure the

Instant access to stock information
e.g. to check availability before
visiting, or w hile shopping in-store

A store that delivered items you
bought in-store to your home

Being able to scan an item w ith your
mobile to get recommendations for
other items to try in-store

A store that offered time slots or
appointments to shop at a specific

safety of shoppers 27% 36%

AR 41%

20% 37%
18% 31%

17% 30%

time



energised

Support forlocal communities and businesses has been a key
feature ofthe COVID-19 crisis and will power retail footfall post-
pandemic. Millennials have shown the greatest change, with
54%saying they have supported local business more since the

start ofthe pandemic, compared to 47% of Generation X. Among of global consumers have
Snapchatters, this increases even further to 60 %. supported local businesses

more since the start of the
55%of shoppers say they like it when stores support COVID-19 pandemic.

independent brands, indicating how global retailers could
capitalise on this supportfor SMEs.

B Ut | n te n t tO S hO p | n- “Thinking about the NEXT 12 months, are you planning todo the majority of your
sh opping online or in-store for the following categories?” % selecting online
store post COVID-19 °

varies across product 2090 29040 3890

categories ot

Toiletries Fashion

Evidence points to the fashion
sector being at riskofnot drawing Planning to do the majority of clothes shoppingin-store vs. online inthe
all shoppersbackto bricks-and- next 12months

mortar stores postpandemic, but 80%
this pattern varies across markets.

APACand North American markets 60%
show the greatest enthusiasm from
shoppersto carry out the majority 40%
of their shoppingin-storein the

next 12 months, while UK, 20%
Germany and MENA are most

likely to shop online. Globally, a 0%
slim majority of millennials (51%)

say they plan to do the majority of

their clothes shopping onlinein the

next 12 months.

® Majority online = Majority in-store

Australia
Netherlands
Saudi Arabia

Promote
shopping

To capitalise on increased consumer engagement
with local businesses, global retailers mustlookto
offer greater support for independentbrands.
Longer term, building sustained engagement with
physical retail will require bricks-and-mortar
storesto elevate their convenience propositions
and foster enhancedsocial interaction in-store. To
facilitate this, investment and adoption of new in-
store technologies will be critical, especially for
sectors such as fashion where there is lower stated
intention to shop in-store post-pandemic. The
specific technologies that can best service these
needs are explored in the next chapter.



Retall
Reloaded

Technological innovation

will drive sustained

engagement with IRL retall

Yellow Linen Sumr

Rent this item

‘. - -
Order E #eﬁvery

Advanced retail technologies provide significant and technology that enabled customers to review how
opportunity to enhance in-storeexperiences and entice itemswould lookin their own home. Such technologies
customers to visit, and spend, at physical retail not only providea sophisticated level of

locations. Across global markets morethan1in 3 personalisation to meetthe expectations set by online
consumers would go out oftheir way to visit a storeifit shoppingservices, but also provide novel experiences
had interactive and virtual services such as smart that can transform stores into must-visit destinations
mirrors that allowed them to try on clothes, smart in their own right.

screens that allowed shoppers to customise products,

Virtual technology
will drive customers

to stores

35%of global consumers wouldgo out
of their way to visit a store that had at
least one advanced technology feature
such as smart mirrors and interactive
screens. Being able to try on clothes and
makeup virtually,or creating unique,
personalised products on screens in-
store are examples of differentiating
technology-ledfeatureslikely to entice

shoppersto bricks-and-mortarretailers.

“’How likely would you be to choose toshop in a storebecause they
offered the following features?

B | would go out of my way to visit a store with this feature
B | would use this feature if it was available in a store | already wanted to visit

A smart mirror thatallowedyouto easily try
on multiple different ouffits in a short space
of time

Virtually testing what a product in-store
w ould look like in your home e.g. by
overlaying it onto an image of your home

Virtual customisation e.g.seeing what a
product would look like if it was personaised
toyour preferences...

A smart mirror thatshowed whata certain
colour of makeup or hair dye would look like
onyou

kb

I think that shopping will be more convenient, easier, and cooler. I could see
having a QR code on a jacket, scanning that QR code and looking at the mirror
in a store and just taking a picture [to see what it looks like on you virtually ]
and sending it home before you will eventry it on.

Rodney Lam, CEO and Co-owner at Daily Paper
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"So much about the traditional-ways retailers trade, communicate and
engage will exponentially evolve, when those technologies enable a significantly
better customer experience, address the pain that retails are facing, and are
be driven by the desire (and curiosity) of consumers to experience rich
new content. Augmented Reality certainly executes on these."

Carli Johnston,
Co-Founder at Virtual Method

G en Z an d “”How likely would you be to choose to shop in a store because they offered the following
features? A smart mirror thatallowed you to easily try on multiple different

mlllennlals drlve ou tfits in a short space of time

d em an d -I:O r | n- = | would use this feature if it was available in a store | already wanted to visit

store technology

B | would go out of my way to visit a store with this feature

3 in 10 Gen Z and millennial

shoppers say they would go out

of their way to visit stores with

smart technology, compared to

half that number among Gen X.

A further 1in 3 shoppersalso say

they would use the featureif it

was available in-store. Generation Z Millennials Generation X

Q

-

Q | P <aed 7
i . }‘\\"?”"{7‘/ >
Retailers must hg\\ﬂli |

gy N

to drive store visits

Augmentedand virtual shopping
solutions that provide hyper-
personalisation in-store, as well as new
and novel experiences, demonstrate
significant appeal to global consumers,
providing compelling reasons in their
ownright to encourage storevisits. To
capitalise on the post-pandemic
opportunities for in-store shopping,
retailers should prioritise investment in
such solutions —deciphering the right
mix and application ofavailable
technologies that is optimised to their X
customers’needs, shopping journeys = :
and product ranges. : =— N s
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The
Connected
Shopper

Mobile will connect brands
and consumers across the
shopper journey

Mobile devices will increasingly become the core tool prices, phoning friends, sharing photos, and finding
that connects and empowers consumers throughoutall outmore aboutwhat's on physical shelvesinreal
aspects oftheir shoppingjourneys —helping to time. The opportunity for retailers is in harnessing the
optimise choice,aid discovery and facilitate social power of mobiles in-store, to keep connected shoppers
interaction. Mobile is already the preferred channelfor informed and entertained within their brand

34% ofglobal consumers when shopping for products, ecosystem.5G connectivity will only bolster

second to shoppingin-storeat 43%, and stretching expectations ofhow shoppers can use theirdevices out
ahead ofshoppingon PCs at 23%. And mobilesare also ofhome and onthe go, enabling seamless movement
a companion tool when shopping in-store —used by. from real life to mobile channels.

half of shoppers to stay connected in-store, comparing

Mobiles are essential for both
shopping online and in-store O
40% ofglobal consumers say they have shopped on theirmobile more

since the start ofthe pandemic. 31% now shop online on mobile devices
weekly, and 46%ofshoppers say they would never go shopping

“I never go shopping
without using their mobile, rising to 50%o0fGen Z and millennials without using my mobile

MOb|IeS are an extens IO N How often would you normally use your mobile when
Of th e p h yS iC aI retail store sh oppingin-store to do each of the following?

I nearly always do this on my mobile ™ | sometimes do this on my mobile

50%of shoppers say they use theirmobile in-
store to compare prices, as well aslooking for Lookfor more information about a product 20%
productreviews and otherinformation. 1 in 5

say they always do this on their mobile when _ .
in store, rising to around 3 in 10 Gen Zand Compare prices while in-store 21%
millennials. With thislevel of mobile traffic ) e ]
in physical retail environments, it is clear Cohmmumcatek;/v LS (el L"?‘m'ly. CLoal )
h rtunities for retailers to w hatyou are buyinge.g. sending pictures 19%
there are opportunities | of items to get their advice whenin-store
capitalise on this behaviour and keep
shoppers within their brand ecosystem when Read product reviews while in-store 19% -
using their mobilesin store.

11



I How likely would you be to scan a product with your mobile when in-store tofind out
H arnessin g th € information aboutit e.g.itssupply chain

power of mobile

100% ~

m | would use this feature if it was available in a store | already wanted to visit

|n -StOI'e ® | would go out of my way to visit a store with this feature

80% -
A majority ofshoppers would like
to use their mobilesto interact with ~ 60% -
products on the shelves in physical
retail stores. Almost 1in 5 even say 40% -
they would go out oftheir way to
visit a store that offered a service 20% -
which enabled them to scan
products with their mobile to find
out more aboutit. Demand for easy
accessto digestible, informative,
entertaining and transparent
information will continue to grow.

0% -

UAE
Italy
Norway

Saudi Arabia

b

Canada

France

USA

UK
Australia
Netherlands
Germany
Japan

In Q2 2020, we brought The Dubai Mall onto the noon platform, allowing customers to
continue shopping at the world’s largest mall from the comfort of their smartphones. We

expect this sort of omnichannel shopping experience to develop and grow. The customer
journey will start online in the initial discovery phase before moving to physical stores.

Maya El Ayach, SVP of Growth & Digital Strategy at noon

Mobiles and social shopping

Many aspects ofshopping are inherently a social experience. But
with curbs on socialising, and restrictions on physical retail in
thelastyear, consumers havebuilt new habits around
interacting with friends while shopping.

Almost 2in 5 shoppers share screenshots with their friends of
productsthey’re interested in, and 1 in 3 say they havebeen
doing it more since the start ofthe pandemic.

While much ofthis behaviour takes place in private social
channels and direct messaging, branded social experiences can
help consumers create easily sharable content beyond the simple
screenshot.

| 5
Agree “I often share
screenshots or links of

products I am interested
in with friends”

12



Social platforms
facilitate discovery

searchingonline”

Already1in 3 shoppersthinkthat
social platforms are a better place
to find out about new productsvs.
searching online, rising to 58% of
snapchat users.

Social platforms have an advantage
in facilitating discovery over online
marketplaces,as they provide more
visual and serendipitous
inspiration.

Total

The
IS on mobile

A majority of shoppers are looking
for simple ways to find and buy new
products, and itis clear that the
future ofsearch and discovery is
tied to mobiles.

Visual searchis key, over halfofall
consumers wouldlike find out
about new products by scanning it
with their mobile, more than the
number of consumers who want to
find out about new products using
voicetechnology.

The questionsis whetherbranded
tools, online marketplaces or social
channels will be the first to gain
serious traction in the visual search

space.

Mobile is key to bridging the gap

“Ithink social platforms are a better place tofind out about new products than

m Agree strongly ® Agree

Generation Z
Millennials
Generation X
Baby-boomers
Snapchatters

How likely would you be to use each ofthe followingto search for products online?

Very likely = Quite likely

Finding out more information about an item
| am interested in by scanning it with my
smartphone camera

Shopping for an item | am interested in by
scanning it with my smartphone camera

Using voice technology on my mobile to
find out about products I'm interested in

A service that allowed me to point my
smartphone camera at a TV show to be
able to buy items that | see on screen

between physical and digital channels

Forretailers mobileholds the key to omnichannel. By
encouraging shoppers to use in-store mobile
experiences, thereis an opportunity to connectthe
dotsbetween theirphysical and digital worlds, and

to keep consumers within abranded ecosystem.

Shoppershave become accustomed to the benefits of
shopping online, and as they return to store, staying
connected via mobiles to maintain the practical
benefits ofe-commerce —price comparison, research
and reviews —alongside the experience only a physical
store can deliver, can combine to create a winning
formula.

Inthe following chapters we will also explore how
mobiles will connect shoppers to physical stores even
when at home, through virtual product testing and try-
onthe mobile can bring retailers closerto shoppers
wherever they are.

Mobile commercehasbeenin the ascendancy for some
years, but the opportunity for retailers to capitaliseon
the power of mobiles both in-store and online has
never been greater.

13



Try Before
You Buy

Virtual product testing
set to be online retail’s
next big opportunity

Life under lockdown during the COVID-19 pandemic
hasresulted in a global (if not universal) increase in
the use of online and e-commerce shopping channels.
Asmore consumers around the world have been using
online channels more frequently, the perks and pain

points ofdigital shopping have become moreapparent.

The findings presented here indicatethat not being
able to see, touch and try out products are the most
significant factors that put global consumers offonline
shopping today; across markets, over 4 in 10 state that
these are factors they dislike about their current e-
commerce experiences. Providing new avenues to

Customers want to
be able to see, touch
and try-out products
when shopping

While these sentiments weaken slightly
amongyoungershoppers, they are still
universally the top cited pain points
when shopping online, highlighting the
critical need for virtual try before you
buy services fromretailers.

productpreviewing and testing via digital channels,
such as augmented reality, will supportthe removal of
such pain points and accelerate use ofand engagement
with e-commerce even further.

A second core facet ofthe emerging e-commerce
landscape is the need for maximising and values-led
online shopping. With abackdropofeconomic
uncertainty post-COVID, as well as growing consumer
concernover personal and brand ethics, maximising
plusvalues-ledshopping will be the central paradigm
for the future ofe-commerce shopping behaviour.

Thetop 3reasonswhy global consumers do not like shopping online
Whatdo you dislike about shopping online? % who selected the following
reasons/options

| am not able to see
products in-person

H Total

| am not able to try
out the things | like
before | buy them

B Generation Z

Millennials

| am not able to
touch products

kb

Virtual try-on technologies are the next big thing that will drive a huge portion of customers
away from physical retail. This is the challenge retailers will need to face, by increasing
their virtual spaces on one side, and enhancing this with multisensory experiences.

Lorenzo Cappannari, CEO, AnotheReality

14



Maximising + Values: Ve et Sy
fo r “How likely would you be touse each of the following to
search for products online”

nlin h in % selecting likely or very likely for filtering
0 € sho p p g products by personal values when shopping online

Inthe early 2010s, as the world was
recovering from the 2008 financial
crisis, the key feature ofonline shopping
was maximising behaviour —where
consumers wouldseekto use all
availabletools and services to optimise
their spend and get the best deal
possible. With 50% ofglobal consumers
saying they almost always buy from

brands that are on promotion, this
maximising mindset remains well
established.

However, whenlooking aheadto the

coming decade a second layer of

consumerthinking is set to shape online Tota I
shopping behaviour —shopping by

personal values that mattermost to each

individual customer. More than halfof

Gen Z say they wouldlike to filter

products by their personal values when

shopping online. This new maximising +

values equation will be the model for
online shoppinginthe 2020s.

. but conv enien ce W||| Top 3reasonswhy global consumers chooseto shoponline

“Why doyou choose toshop online?” % who agreed with the following

remain the foundation reasons/options
of online shopping needs

| can shop at any

c c time of the da;
Across all generations, convenience y

factors underpin online shopping, in
particular the 24 /7 natureofe- & Toial
commerce. Retailers must notlose sight it's more convenient

of thisin their quest for an ever more thsat?otpr)ailr\{_eslltiggeto — e
engaging online experience. = Millennials

Reinforcing shoppers maximising

mindsets, halfofglobal shoppers also I can find items at
choose to shop onlineto find cheaper BT [£rEEs
prices.

Retailers need to
to increase customer interaction with products online

While embedding convenience propositions will be fundamental for all onlineretailers, and building values -led
shopping solutions a quickly emerging areato address, the most significant commercial opportunity will be
provided by investing in services and technologies that promote product interaction via e -commerce channels,
such as augmented reality. Such solutions will overcome the most significant barriers to e -commerce globally
today and providethe clearest route to gaining shopping journey differentiation, competitive edge and increased
revenue.
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The AR
Opportunity

Shopping with AR will
surge by 2025, directly
bolstering sales

Attitudestowards AR as a shopping toolare shifting. expecting AR tobe available when shoppingin the next
Previously seen primarily as an engaging novelty year,and 3 in 10 preferringto try on clothingitemsusing
experience, AR is now demonstrating its commercial ARratherthan having to goin-store. The findings

clout,and provingthat it canmove consumers closerto presented hereshowcasethevitalrolethat AR can
the checkout. Already 16 % of shoppers globally haveused providein supporting productinteraction acrossthe

ARinthe shoppingprocess. But while necessity might shopping journey and the directimpacton retail sales,
have fuelled AR try-on for many in thelastyear, more with morethan halfofglobal consumers who have used
consumers arenowactively seekingout AR as a viable ARsaying thatit encouraged themto makea purchase.

alternativeto real-life retail, with 2 in 5 shoppers

More than 1 in 3 Gen Z will be BEnZy Yol
Shopplng with AR by 2025 beforebuying a ‘@
product online

From analysis of2021 data, we predict thatinlessthan 5 years
we will see a 57%increasein the proportion of Gen Z shoppers

using AR before buying a product. Globally,usage rates will
vary from almost halfofGen Z in MENA, to 1 in 5 in Japan.

Increased investment from global retailers in AR shopping and
the concomitant expansion in consumer awareness ofsuch
technology could see uptakeaccelerateever more rapidly.

% who will have used AR before buyinga product online by 2025

Total ®Gen Z

45% 12%
28%
25%
B OE O
16% 15% 14% 10%
.© > 8 Q 2 > n =
= < & g 5 g : 5 g g g
= = 5 5 S = ] S
= 8 z 3 Ty o T
E < © 3
& z
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AR is a utility
when shopping

For which of the following reasons would you be interested in

using AR (Augmented Reality) while shopping online?

To get a 360 visualisation of a product 31%
Already 16%ofshoppers have used
ARwhen shopping online, and a _
further 38%are interested in doing To see what products look like on me 31%
thisin future. 1in4 Gen Z and ‘
millennials havealready used AR To help me work out the exact size of a 27%

g g duct
when shopping online. e
. To see what products look like in spaces

The most common reasons cited for around me 26%

wanting to use AR are to see what
itemslooklike onthe consumer,

To help me see how customised products will

25%
andto geta 360 degree look
visualisation view ofa product, o
Semene e hew T AR Tomake me feel more confident in the product 220
ng that | am planning to buy so | am less likely...
seen as a utility, even more so than
a tool to make the online shopping Tomake shopping more fun 520

experience fun.

: : Tofind out more about how to use products
Being a}ble to virtually test products G e G (e 17%
is serving real commercial purpose,
and directing shoppers towards the To help me find new brands or products | 16%

virtual checkout.

Of those who have
used it when shopping,

56% say AR has

might be interested in

Men
Millennials

encouragedthemto
buy something

56%

Total

kb

Augmented reality addresses a couple of needs. The first is instant chat
with your friends, kind of fun stuff, and that is short term content immersion.
Two, the interface... comes with emotional engagement and people wanting
to physically look, feel, and touch to make up their mind.

Philip Hambach,
Director Global Consumer Strategy at Adidas
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When doyou expect AR (Augmented Reality) to be commonly available in each of

Shoppers expECt AR to thefollowingsituations?

be common Iy ava| |ab|e Wh en buying fashion productse.g. to try on items of clothing virtually
in the neXt year 100% 1 ENow N In the next year
80% 1
More than1in 3 global shoppers ’
already expect ARto be available now 60% |
when they’re shopping for atleast one
of the following categories - clothes, .
beauty, furniture, luxury and cars. A
Retailers not utilising AR technology 20% 1
run the risk of not meeting consumer

expectations, and missing an 0% -
opportunity to nudge shoppers closer

to the checkout with an enhanced

shopping experience offering the

benefits ofin-store retail at home.

Saudi Arabia
UAE

Italy

France
Canada
USA

UK
Australia
Germany
Norway
Netherlands
Japan

Consumers show a prefe rence Would you prefertotest productsvirtually using AR (Augmented

Reality) or visit a store to see them in real life?

for USlng AR try-on over |n-st0re % selecting I would prefer toshop online using AR

Total ® Snapchatters

Highlighting justhowimportant ARis to the future

of retail, 3in 10 shoppers say they would actually

prefer to use AR to try on clothes virtually, rather When buying fashion 29%
thanvisit astore to do so inreallife, and 1 in 4
shoppers wouldprefer to buy luxury with AR,
rather than visit aluxury store. Among

products (clothing or
accessories)

Snapchatters, almost halfwould preferto use AR When buying furniture
to try-on clothes.

While stated interest does not always translate to
action (see predictedlevels of ARuse when
shoppingon page 16), thesenumbers are
significant, and represent a step change in how
consumers perceive AR, particularly when being
ableto see and touch a product IRL are cited as the
top two reasons peoplechoose to shop in stores.

When buying beauty products
(e.g. make-up or hair dye)

When buying luxury items

Why consumers return the For which of the followingreasons do
K you returnthe clothing you buy online?
clothes they buy online

ltems don't fitw ell

Consumers return on average 30% of the

clothes they buy online, causing significant tems don't suit me
logistical costs for retailers, not to mention an

inconvenience for shoppers. Quality w asn'tgood enough

On average, 38% of returns are due to items not Faulty items
fitting well, something AR technology aspiresto
help shoppers overcome in future. Other return
reasons such as items not suiting, and buying
multiple items with the intention of returning I .
some could also potentially be avoided if AR was | didn LQLZ?,(: :ﬁuﬁﬁg ;Vzirsy)t hing {
used in the shopping journey, and consumers
could virtually try-onitems before buying.

| changed my mind

| didn'’t intend to keep everything (I
bought multiple styles)
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We really try to find people that have similar information, similar body dimensions,
and then which size they were happy with, and which size they kept, and this is
basically what we recommend. Return rates are still extremely high specifically in
the fashion space because the expectation that you have when you buy the product

based on product image and based on product text differs so much from reality, but
with augmented reality and what we do here at fit analytics, we really hope that
there's a gap between the online shopping experience and reality that will be
bridged, and this will drive conversion and this will also improve return rates
because people are less disappointed about the item they ordered.

Sebastian Schulze
CEO & Co-Founder at Fit Analytics

The value of returns

42% of online clothing returns
potentially could be avoided by
using AR in the shopping process.
This equates to consumers across
12 global markets spending USD
$7.5bnon clothes onlinein the last

$7.5bn

Th e value of clothes bought online and returned

®

ear they have returned which
}clou]d o};entiall be avoided b ~ () across 12 global markets in the last year which could
using ApR Y y potentially be avoided by using AR try-on

Retailers must embrace AR as a
vital shopper service and sales
tool, not a novelty

Use of AR is already widespread and is increasingly
becoming commonplace for shoppers, with almost 1
in 4 planning to use AR more in the year ahead when
shopping, and expectations high that it should be
availableacross sectorsin the nextyear.

With clear evidence that AR pushes users towards
the checkout, brands are at risk offalling behind
consumerexpectations and losing sales revenueif
they do not proactively and effectively engage with
thistechnology.

What’s more, the features that shoppers mostwant
touse AR for are centredaround product
visualisation, the same factors that consumers state
are the main barriers to onlineshopping.
Introducing such AR services should be a priority for
retailers who are seeking to optimise e-commerce
customer satisfaction and reduce pain points across
the online shoppingjourney.




Virtual
economy

Retailers must prepare
for a virtual economy
boom in the 2020s

The virtual economy is growing. Global consumers are
being enticed by virtual products as a way to access
things they cannot or do not want to own in real life.
The findings presented here showcase that the current
market for the virtual economy encompasses overhalf
the population across the key markets coveredin this
research, with 51% ofconsumers worldwide stating
they would considerbuying a virtual product. In fact,
24% of global consumers have already bought a virtual
item within a computer game. Interestingly,the
primary reason why a global consumer would consider
buyinga virtual productisto be able to get discounts

Why would

)

onreal-life products fromthe same brand. This points
to the significant role that virtual products could have
in the future shopping journey —showcasing products
and priming customers for more substantial purchases
ata later stage. Finally, in 2021, NFTs — non-fungible
tokens - have taken global media by storm. NFTs are
digital collectoritems that have a certificateof
ownership which can be bought and sold. For example,
recording artist Grimes reportedly sold $ 6m worth of
digital art as NFTs in 2021, while an NFT artwork sold
for $69 million at a Christie’s auction.

Wouldyou buy a virtual product for any of the following reasons?

consumers want to
own virtual goods?

Inthis nascent economy, we
already see a variety ofreasons
why consumers might want to
ownvirtual goods,ranging from
owningitemsto wear onvideo
callsand in photos, to virtual
products being perceived as
better for the environment.

To get discounts when buying fromthe same brand
inreal life

To reduce waste fromphysical items

To collect virtual items I can use when gaming

To ow nvirtual clothes or accessories thatl can wear
on video e.g. realistic clothes overlaid over my image

To ow nthings Iwant butdon’t really need in real life

To virtually own luxury items that | cannotafford in
reallife
To ow nvirtual collectibles e.g. an original artw ork
that s only available online
To ow nvirtual clothes or accessories | can wearin
the photographs I post on social platforms

Working from home for example; maybe you wake up, you have an early meeting and you'd
had late night meetings the night before, so you didn't get all the sleep you needed and don't
want to go through a long morning routine, being able to turn on a makeup or other filter

can make getting on that call easier, I think that's a very useful thing.

Nate Shurilla, Global Head of eCommerce, Shiseido
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Over half Of pe (0] ple How well do you understand whatan NFT (Non- Fungible Token) is?

have no |d ea Wh at D000 9 B | have a good understanding B | have a little understanding
an NFT Is 80%

Despite media prominence, 60% -

awareness of NFTs are still

relatively low. Around 20% of 40% 1

consumers say they have agood

understanding of what an NFT is, 20% 1

with a further 30%having a little

understanding ofthe digital assets. 0% -

UK

But NFTs are potentially lucrative
investments, ableto be freely
traded with many rapidly
multiplying in value afterauction.

UAE

Saudi Arabia
Norway
Netherlands
Italy

USA

France
Germany
Canada
Australia
Japan
Japan

% of those interested in owning an NFT willing to spend more than USD $100 on it

on a
|UXUI’y brand NFT An item from a luxury brand

Amongthose who have some
understanding of NFTs, 42% are
interested in owning one.

A piece of digital art
From these four types of NFTs,
shoppers are mostwilling to spend
on an item from aluxury brand,
with 39% of those interested in
owning one willing to spend more
than USD $100, and 25%willing to
spend more than $200!

An item of virtual clothing

An original meme or gif

Virtual products offer a digital
gateway to brand exclusivity

To be first to market with virtual selling opportunities, What’s more, virtual products will form an increasingly
retailers globally will need to evaluate the possibilities =~ important partofthe shoppingjourney, allowing

of developing digital product propositions. customers to personally own items digitally before

Increasingly, the exclusivity offered by NFTs will be a deciding whether to upgrade and purchase the real

key USP for virtual products, offering consumers the thing.

chance to own one ofa kind pieces, regardless oftheir

physical existence. Virtual products also offer clear opportunities for
brand engagement and loyalty. Forexample, luxury

The shift to home working and increased virtual brands and retailers selling high-cost items will be able

communication during and post COVID-19, will create  to offer virtual products to consumers who cannot
new opportunities for the sale of virtual fashionitems, currentlyafford specificitemsinreallife — building
cosmetics and accessories that canbe worn onvideo brand awareness and affection to be converted to
calls and conferencing. physical sales at alater pointintime.

21



Circular
Retail

Environmental and
entrepreneurial mindsets
are fuelling the rise of
resale platforms

While there is continued appeal of fast fashion and on-
demand convenience in retail, the findings presented
here also highlight the level of concern over the social
and environmental impact oftoday’s retail industry,
and demands for amore sustainable, circular retail
economy are growing.Indeed, almost halfof Gen Z and
millennial consumers are worried about the
environmental impact of shopping online. Entering
stage left are resale platforms. Established platforms
like eBay have been joined by fashion focusedapps
such as Depop and Vinted to enable sellers can create
their own virtual stores, showcase unique collections,

Secondhand is first choice

Inrecentyears, consumers have flocked to resale platforms.

Already 35%ofconsumers say they regularly look for

secondhand options when making a purchase, and 43%have

bought something through a resale platform, rising in

Northern Europe to 51%in Netherlands and 57%in Norway.

Second-hand goods and resale platforms come without

stigma, and can deliver users serious social capital as savvy

shoppers contributing to a circular economy.

Which sectors need

to pay attention to Car
secondhand selling? Technology
Aside from cars, the sector most Clothing

consumers regularly look for
secondhand options when shopping
in is technology, closely followed by
clothing and the luxury sector.

Luxury Items
Accessories

Cosmetics

while also encouraging a more social-led shopping
experience with direct messaging and bartering
between buyerand seller.Over 4 in10 global
consumers have already purchased items through a
resale platform. What’s more, 39%globally have sold a
productviasuch a platform,with a further 27 %
interested in doing this in future. The growing use of
such platforms also provides opportunities for
established retailers to drive new revenues through
brand recommended platforms, as well as for SMEs
and individual consumers to generateadditional and

supplemental income.

of consumers have bought
something through a resale
platform

For which of the following types of products have you looked for secondhand options?

| always look for second
hand options

B | sometimes look for second
hand options
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S e " | ng thl ngs that “Which of these things have you done already,and which are you

interested in doing in the future?”

d on ,t S pa rk jOy Ihavesold a product through a resale platform

= | have not done this, but aminterested in doing it in the future
39% of consumers havealso sold aproductona 100% 1 m|have done this
resale platform, with 27%interestedin doing this in 80%

future. While behaviour is highest in Northern 60%
Europe, interestin MENA is also high. Widespread

consumerbehaviours such as decluttering, as well as
motivations towards wastereduction have motivated  20%
consumers to sell unwanted items. For others, resale 0%

40%

hasbecome an almost professionalised pursuit, with g 4 = 28 8 8 2 x = % s &
sellers creating theirown individual stores within § - 3 g % g B g = 5 E )
resale platforms, showcasing the uniqueitems they z o+ B g z

have to offer in one place. g

kb

One of the main things that we have seen is more conscious shopping and
purposeful shopping, so where people are wanting to spend their money. The
insight that we are seeing is that customers think about the communities that

they’re supporting when they shop. It’s clear that people are motivated by knowing
that they will support small businesses, which is definitely one of the key things
that we’re supporting at the moment. We've got 300,000 small businesses on site
and are actually reminding people that they can still shop small businesses and
local businesses when they shop through eBay and the platform.

Eve Williams, Chief Marketing Office at eBay UK

Supporting
small and local
business a

key USP

Asthe quote abovehighlights,a
key proposition ofresale
platformsis their ability to
support and empower SMEs and
individual sellers. As we enter
more uncertain economictimes
in the immediate post COVID-19
landscape,combined with the
growinginterestin supporting
local business shown by global
consumers (as outlined in
chapter 1),such propositions will
be key to driving the popularity
of resale platforms and provide a
further USP compared to online
marketplaces.



Why Secondhand goods are Would you buy from reselling platforms

for any ofthe followingreasons?

To buy items at cheaper prices 50%
When asked what motivates shoppers to buy
from resale platforms, halfofconsumers cite
cheaper prices as a motivating factor, but 1 in Tofind urique products 33%
3 are also looking for unique products. Ina
year where consumers have been travelling
less, going to marketsless, even visiting high Tobuy products that are sold out
streetsless, unique products have been harder elsewhere S
to find, and many shoppers have turned to
resale platforms to find inspiration.
It's better for the environment 22%
To shop for luxury goods |=14%

Resale to reduce waste

While the social and environmental impactoffast
fashion, e-waste and other consumer goods grow in
awareness, resale platforms offer the added benefit of
reducing waste and contributing to a circular

economy. 2 in 5 consumers are already worried about
the environmental impactofshopping online, rising
amongyoungerconsumers, and more than 1in 5 say
environmental reasons are a motivation for shopping
with resale platforms.

of Gen Z and millennial consumers are
worried about the environmental impact
of shopping online

Resale platforms offer , With propositions
providing a strong USP

While already supported by arange of consumer needs —decluttering, the war on waste —resale platforms have
found particular purpose in a year with limited stimulation, inspiration or social interaction, and offer an
alternative, peer-to- peer shopping channel to explore.

Retailers are also moving directly into the resale space with their own branded resale offerings. Levi’s,
Nordstrom, H&M group and IKEA are some ofthe major global retailers that have offered buy back and sell on
schemes, often as a way to contribute to theirsustainability goals, rather than directly for profit. These schemes
see brands taking responsibility for the full lifecycleofa product, rather than just how it getsinto shoppers
homesin the first place.

For those looking to compete with resale platforms on uniqueness, supporting smaller, local, independent
brands could be a viable routeto success. Indeed, 57% ofglobal consumers like when retailers support
independent brands, and 51%say they have been supportinglocal businesses moresince the start ofthe
pandemic.

24



Conclusion

The post COVID-19 retail landscape will be defined by the blurring of consumer needs and expectations across
physical and digital shopping channels. Meeting the primary needs and demands of shoppers identified in this
report —convenience, social interaction, and product testing —will be the benchmark for retailers regardless of
channel.

Attheheart ofthis, a more connected shopperhas emerged, empowered by their mobileto define their own
shopping experiencewhetherat home or in-store. Mobiles are vital shopping companions in-store for halfof
global Gen Z and millennial consumers, as well as creating opportunities for retailers to bridge the gap between
customers’reallife and online brand interactions through mobile-enabledin-store experiences.

Outside of the store environment, mobiles are bringing retailers and brands closer to consumers wherever they
are, with powerful product previewing tools such as augmented reality facilitating virtual try-on and product
testing from the comfort ofthe shopper’shome.

Retail technology such as smart mirrors and virtual product customisation also provides opportunities to meet
shopper needs,and as evidenced in this report the connected shopper is seeking better, more personalised,
producttesting options combined with features that make shopping a moresocial experience.

Asconsumers seekto renew their connections with the physical world, but alsoretain the convenienceofonline,
globalretailers will need to test and evaluate the technological solutions - from virtual try-on to smartmirrors -
which will achieve this and further accelerate connected shopping today.
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