A Few Observations About Modern
Catalog Marketing
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Catalog Marketing is not “dead” as some pundits
say.

However, Catalog Marketing in 2011 is very
different than what it was back in 1995. We can
thank the internet and customer demographics
for the fundamental change in how customers
now respond to catalog marketing.



Sometimes, we have to accept
that customers are “different”.

This individual is riding a ferry. He
stuffed his newspapers and
magazines in a plastic bag.

In my research, customers age 55
or older have a different set of
media preferences. Not
surprisingly, these customers are
still very responsive to catalog
marketing.
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In the very next
booth, we find two
young individuals.

Neither individual is
likely to embrace
catalog marketing as
a primary driver of
the relationship
between brand and
consumetr.




In 1995, we routinely heard that the customer
who responded to catalogs was “a 35-64 year old
upscale shopper”, or something like that!

In 2011, that same customer is “51-80 years old”.

If your target customer is 51-80 years old, it is
entirely possible/likely that catalog marketing is
still a major component of the customer
relationship.



Catalog Customers Are Often Rural Customers
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Page Count Relationships Are Different In 2011

assortment.

In 2011, your full
assortment sits online.

If 60%+ of sales happen
online, page counts can
be significantly
decreased.

$ per Book
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Pages in Catalog



New Creative, Small Page Counts ... Winning!

Comparison Of Mailing Strategies: Marginal Customer

. . 192 Pages Remail Bl Pages
Catalog, as |OrTg a's the Demand 53.00 52.10 52.10
small catalog isn’t a Net Sales $2.40 $1.68 $1.68
remail of a catalog. Gross Margin 51.32 50.92 50.92

Less Ad Cost 50.96 50.74 50.51

. . Less Pick/Pack/Ship 50.24 50.17 50.17
The economics of this Variable Profit $0.12 $0.02 $0.24
relationship yield avery % of Net Sales 5.0% 1.0% 14.5%
profitable outcome ...
more profitable than
remails, more profitable
than Iarge catalogS- Kevin Hillstrom, President, MineThatData
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Two Small Contacts > One Large Contact

Comparison Of Mailing Strategies: Marginal Customer

O \ o

.. , ! 192 Pages 2 x 64 Pages Increment
and again in 2011, you’ll .. .4 $3.00 $3.41 $0.41
observe this phenomenon net sales $2.40 $2.73 $0.33
as well! Gross Margin 51.32 51.50 S0.18

Less Ad Cost 50.96 51.02 50.06
Less Pick/Pack/Ship 50.24 50.27 50.03
This means that Variable Profit $0.12 $0.21 $0.09
frequency becomes more % of Netsales 5.0% 7.6% 26.7%

important ... you can

make two smaller

catalogs work in this

environment. e i B L
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It Is HARD To Improve Customer Loyalty
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Take 100 customers who
purchased in 2009 ... what
percentage purchase
again in 2010?
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Year

Annual Repurchase Rate for 12 Month Buyers
o o o
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0.3600

0.3500

Average across my client
base? 39%.

Kevin Hillstrom, President, MineThatData
http://minethatdata.com 10
kevinh@minethatdata.com



It Is HARD To Improve Customer Loyalty

é 0.42004
g 0.4100
increases from 39% to 5
o % 0.4000
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Do a bad job or hit a g I
rough patch in the -
economy, and the rate -
drops from 39% to 35%. - 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Year
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This Means Customer Acquisition Is Critical
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new customers.

| have clients that are
growing by 30%+ in total
net sales, per year, by

Annual Repurchase Rate for 12 Month Buyers

finding the most effective

methods possible to
acquire new customers.

T T T T T T T T T T T
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Year
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Customer Acquisition and Smaller Catalogs

When we can go deeper
into outside lists, we
acquire more new
customers.

In the past four years,
new customers represent
the biggest threat to
catalog brands.

Comparison Of Mailing Strategies: Acquisition

192 Pages

104 Pages

bd Pages

Demand

Met Sales

Gross Margin

Less Ad Cost

Less Pick/Pack/Ship
Variable Profit

% of Net Sales

Average Order Value
Calculated Response
Profit Per Newbie
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$2.10
$1.68
50.92
50.96
$0.17

($0.20)
-12.1%

$150.00
1.40%
($14.57)

$1.85
$1.48
50.81
$0.67
$0.15

($0.00)
-0.3%

$145.00
1.27%

($0.37)

$1.47
$1.18
$0.65
$0.51
$0.12

$0.02
1.5%

$140.00

1.05%
51.64
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Industry leaders tell us we have to have a strong
multi-channel presence, in order to succeed.

This message has not worked. Look at your own
compound growth rate over the past decade!

Best customers just do “more of everything”.
That doesn’t mean that adding even more
channels causes more sales to happen!



Across my client base, | observe the following
trend:
 Getting a customer to buy from an additional
merchandise division Is worth 2x to 10x as
much as getting a customer to buy from an
additional marketing channel.

Catalogers have an opportunity to prioritize
MERCHANDISE ahead of CHANNELS.



The best practice of matching online orders to the
catalog that caused the online order to happen is
fundamentally flawed.

Many of my advanced catalog clients actively
execute mail/holdout tests ... lasting 4-6 months
(in several cases, no catalogs were mailed for
more than a year).



Results Of A Six Month Catalog Holdout Test

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
0 Online Demand 512.00 S8.00 54.00 66.75% 33.3%
demand Onllne. E-Mail Demand $10.00 $11.00 ($1.00) 110.0% -10.0%
Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%
Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
’ L] [ ] .
We " gO though thlS |lne_ Af'fl_llate De-mand $2.00 $1.50 $0.50 75.0% 25.0%
Social Media Demand 50.50 50.50 50.00 100.0% 0.0%
by_line in upcoming Mobile Demand $1.00 $0.75 $0.25 75.0% 25.0%
slides. Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
Gross Margin 520.45 511.33 59.13
“« . ” Less Ad Cost 56.40 50.00 56.40
Ma|IEd represents Less Pick/Pack/Ship $3.72 $2.06 $1.66
Variable Profit 510.34 59.27 51.07
matchback results. % of Net Sales 78%  45.0% 6.4%
“Increment” represents
red I |tV- Kevin Hillstrom, President, MineThatData
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Mail / Telephone Demand

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
g Online Demand 512.00 S8.00 54.00 66.75% 33.3%
Catalog marketlng' E-Mail Demand $10.00 $11.00 ($1.00) 110.0% -10.0%
Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%
Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
1 Affiliate Demand 52.00 51.50 50.50 75.0% 25.0%
In other WordS, if you Social Media Demand $0.50 $0.50 $0.00 100.0% 0.0%
don’t mail a catalog’ Mobile Demand $1.00 $0.75 $0.25 75.0% 25.0%
mail/telephone demand Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
Won’t ha ppen. Gross Margin 520.46 511.33 59.13
Less Ad Cost 56.40 50.00 56.40
Less Pick/Pack/Ship 53.72 52.06 51.66
Variable Profit 510.34 59.27 51.07
These are the rules we % of Net Sales 27.8%  45.0% 5.4%

grew up with.
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Online Demand

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
Online Demand 512.00 S8.00 54.00 66.75% 33.3%
MatChbaCks tell us that E-Mail Demand 510.00 511.00 I:Sl.'l:l'l:l] 110.0% -10.0%
Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%
mOSt/a" Of the $12.00 Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
generated online must be M"fi_liate Dt—:jmand 52.00 51.50 50.50 75.0% 25.0%
Social Media Demand 50.50 50.50 50.00 100.0% 0.0%
matched back to the Mobile Demand $1.00 $0.75 $0.25 75.0% 25.0%
cata Iog. H oweve r’ if We Total Demand 546.50 525.75 520.75 55.4% 44.6%
. Met Sales 537.20 520.60 516.60
do not mail a catalog’ we Gross Margin $20.46 $11.33 $9.13
. Less Ad Cost 56.40 50.00 56.40
still get $8.00! We should Less Pick/Pack/Ship $3.72 $2.06 $1.66
. Variable Profit 510.34 59.27 51.07
only match 33% Of online % of Net Sales 27.8% 45.0% 6.4%

demand back to catalogs.
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E-Mail Demand

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%

Telephone Demand 510.00 50.00 510.00 0.0% 100.0%

Online Demand 512.00 S8.00 54.00 66.75% 33.3%

E-Mail Demand 510.00 511.00 I:Sl.'l:l'l:l] 110.0% -10.0%

H Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%

I n Othe rwo rd s’ If we Sto p Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%

mailing Catalogs e_mail Affiliate Demand $2.00 $1.50 $0.50 75.0% 25.0%

o Social Media Demand $0.50 $0.50 $0.00 100.0% 0.0%

ma rketing performance Mobile Demand $1.00 $0.75 $0.25 75.0% 25.0%

im p roves ! Total Demand 546.50 525.75 520.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
Gross Margin 520.45 511.33 59.13
. . . Less Ad Cost 56.40 50.00 56.40
E-mail transactions, in Less Pick/Pack/Ship $3.72 $2.06 $1.66
. Variable Profit 510.34 59.27 51.07
practlce, should rarEIV be % of Net Sales 27.8% 45.0% 6.4%

matched back to catalogs.
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Paid Search / Natural Search

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
Q 0 Online Demand 512.00 S8.00 54.00 66.75% 33.3%
marketlng (or e-ma|l E-Mail Demand 510.00 511.00 I:Sl.'l:l'l:l] 110.0% -10.0%
H Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%
ma rketl ng) ° Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
Affiliate Demand 52.00 51.50 50.50 75.0% 25.0%
Social Media Demand 50.50 50.50 50.00 100.0% 0.0%
Sea rch represents pa rt Of Mobile Demand 51.00 50.75 50.25 75.0% 25.0%
a “two-ste p" process. If Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
you don’t spend enough Gross Margin $2046  $11.33 $9.13
. Less Ad Cost 56.40 50.00 56.40
on sea rCh’ you fa|| to Less Pick/Pack/Ship $3.72 $2.06 $1.66
Variable Profit 510.34 59.27 51.07
capture all of your % of Net Sales 278%  450%  6.4%

catalog-inspired orders.
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Affiliates

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%

Telephone Demand 510.00 50.00 510.00 0.0% 100.0%

Online Demand 512.00 S8.00 54.00 66.75% 33.3%

E-Mail Demand 510.00 511.00 I:Sl.'l:l'l:l] 110.0% -10.0%

Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%

We always assume that Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%

affiliates are the Outcome Affiliate Demand 52.00 51.50 50.50 75.0% 25.0%

Social Media Demand 50.50 50.50 50.00 100.0% 0.0%

Of catalog/e_mail/sea rch Mobile Demand $1.00 $0.75 $0.25 75.0% 25.0%

orders where the Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
customer wants a Gross Margin $20.46 $11.33 $9.13
. Less Ad Cost 56.40 50.00 56.40
discount. Not always Less Pick/Pack/Ship $3.72 $2.06 $1.66
. Variable Profit 510.34 59.27 51.07
true, when viewed % of Net Sales 27.8%  45.0% 6.4%

through holdout tests!
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Social Media

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
Online Demand 512.00 S8.00 54.00 66.75% 33.3%
E-Mail Demand 510.00 511.00 I:Sl.'l:l'l:l] 110.0% -10.0%
H H Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%
There IS SomEtl mes a Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
Significa nt demOgraphiC Affiliate Demand $2.00 $1.50 $0.50 75.0% 25.0%
Social Media Demand 50.50 50.50 50.00 100.0% 0.0%
divide between the Mobile Demand $1.00 $0.75 $0.25 75.0% 25.0%
disciplines ... know your Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
aUdienCE! Gross Margin 520.46 511.33 59.13
Less Ad Cost 56.40 50.00 56.40
Less Pick/Pack/Ship 53.72 52.06 51.66
. Variable Profit 510.34 59.27 51.07
Social and Catalogs % of Net sales 278%  450%  6.4%
frequently work across
d Iffe re nt d Ud iences. Kevin Hillstrom, President, MineThatData
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Mail Demand
Telephone Demand

We Wi" want to pay close Online Demand

E-Mail Demand
attention to the o seenpomand
interaction between e- Afilate Demand
mail and mobile, and Mobile Demand
between online and Totsl Demane
mobile. It is quite likely Gross Margin
that mobile will Less pick/Pack/ship

Variable Profit

cannibalize online/e-mail.  %ofnetsaes

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %
53.00 50.00 53.00 0.0% 100.0%
510.00 50.00 510.00 0.0% 100.0%
512.00 58.00 54.00 66.7% 33.3%
510.00 511.00 (51.00) 110.0% 10.0%
54.00 52.00 52.00 50.0% 50.0%
54,00 52.00 52.00 50.0% 50.0%
52.00 51.50 50.50 75.0% 25.0%
50.50 50.50 50.00 100.0% 0.0%
51.00 50.75 50.25 75.0% 25.0%
546.50 525.75 520.75 55.4% 44.6%
537.20 520.60 516.60
520.46 511.33 59.13
56,40 50.00 56.40
53.72 52.06 51.66
510.34 59,27 51.07
27.8% 45.0% 6.4%

Kevin Hillstrom, President, MineThatData

http://minethatdata.com
kevinh@minethatdata.com

24



The Organic Percentage

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
g Online Demand 512.00 S8.00 54.00 66.75% 33.3%
demand that IS E-Mail Demand $10.00 $11.00 ($1.00) 110.0% -10.0%
H Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%
generated’ Independent Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
Of Cata IOg ma rketing Affiliate Demand $2.00 $1.50 $0.50 75.0% 25.0%
* Social Media Demand $0.50 $0.50 $0.00 100.0% 0.0%
Mobile Demand 51.00 50.75 50.25 75.0% 25.0%
In our example’ 55.4% of Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
. Net Sales 437.20 $20.60 $16.60
demand is generated Gross Margin $2046  $11.33 $9.13
. Less Ad Cost 56.40 50.00 56.40
outside of Catalog Less Pick/Pack/Ship $3.72 $2.06 $1.66
. Variable Profit 510.34 59.27 51.07
marketing. So, the % of Net sales 278%  450%  6.4%
organic percentage is
0
55 A’- Kevin Hillstrom, President, MineThatData
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The Organic Percentage: Common Outcomes

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
0 g Online Demand 512.00 S8.00 54.00 66.75% 33.3%
Of demand IS organic. E-Mail Demand $10.00 $11.00 ($1.00) 110.0% -10.0%
Paid Search Demand 54,00 52.00 52.00 50.0% 50.0%
Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
catalogers With a 45_64 Affiliate Demand $2.00 $1.50 $0.50 75.0% 25.0%
Social Media Demand 50.50 50.50 50.00 100.0% 0.0%
year Old customer ﬁnd Mobile Demand $1.00 $0.75 $0.25 75.0% 25.0%
that 50% of their demand Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
is (0] rga 1] ic . Gross Margin 520.46 511.33 59.13
Less Ad Cost 56.40 50.00 56.40
Less Pick/Pack/Ship 53.72 52.06 51.66
. Variable Profit 510.34 59.27 51.07
Catalogers with younger % of Net sales 278%  450%  6.4%
customers find 70%+ is
o rga nic. Kevin Hillstrom, President, MineThatData
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Matchback Rules

Six Month Mail/Holdout Test Results

Mailed Holdout Increment Organic% Matchbk %

Mail Demand 53.00 50.00 53.00 0.0% 100.0%
Telephone Demand 510.00 50.00 510.00 0.0% 100.0%
Online Demand 512.00 S8.00 54.00 66.75% 33.3%
E-Mail Demand 510.00 511.00 I:Sl.'l:l'l:l] 110.0% -10.0%
(o) 1 1 Paid Search Demand 54.00 52.00 52.00 50.0% 50.0%
33A Of onllne IS matChed Matural Search Demand 54.00 52.00 52.00 50.0% 50.0%
baCk to cata IOgS. Affiliate Demand $2.00 $1.50 $0.50 75.0% 25.0%
Social Media Demand 50.50 50.50 50.00 100.0% 0.0%
Mobile Demand 51.00 50.75 50.25 75.0% 25.0%
50% of search is matched Total Demand $46.50 $25.75 $20.75 55.4% 44.6%
Met Sales 537.20 520.60 516.60
back to CataIOgS. Gross Margin $20.46 $11.33 $9.13
Less Ad Cost 56.40 50.00 56.40
Less Pick/Pack/Ship 53.72 52.06 51.66
. Variable Profit 510.34 59.27 51.07
Take 10% of e-mail % of Net Sales 278%  45.0% 6.4%
demand away from
Cata |OgS- Kevin Hillstrom, President, MineThatData
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The Most Profitable Strategy!

Catalogs  Cat. Dmd. Ore. Dimd Tot. Dmd  Tot. Profit
0 50.00 525.75 525.75 59.27

i , 1 4,84 525.75 530.59 510.21
. 2 57.86 $25.75 533.61 510.50
tl:‘at We mal.l Cu.StomerS 3 510.44 525.75 536.19 510.63
eight times in six a $12.77 $25.75 $38.52 $10.67
months. 5 $14.93 $25.75 $40.68 $10.65
] 516.97 $25.75 542.72 510.58
. . K 518.90 $25.75 544.65 510.47
Using mail/holdout 3 $20.75 $25.75 $46.50 $10.34
results, we learn that 9 232-53 225-?5 ﬁ-zﬂ 21“-1*3
. 10 24.26 23,73 01 10.00
the most profitable
strategy is to mail
customers four times in
Six monthS. Kevin Hillstrom, President, MineThatData
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kevinh@minethatdata.com



You May Not Like The Most Profitable Strategy

Catalogs  Cat. Dmd. Ore. Dimd Tot. Dmd  Tot. Profit
0 50.00 525.75 525.75 59.27
41,84 525.75 530.59 510.21

J - in orc 1
2 57.86 525.75 533.61 510.50

generate $7'98 Of 3 510.44 525.75 536.19 510.63
incremental demand ... 4 $12.77 $25.75 $38.52 $10.67
the tradeoff might be 5 $14.93 $25.75 240.68 $10.65
ble tO ou 4] 516.97 525.75 542.72 510.58
accepta you. 7 518.90 525.75 544,65 $10.47
8 520.75 525.75 546.50 510.34

No worries ... do it! But 5  S253 5175 4828 51048
10 524.26 525.75 550.01 510.00

at least go to the effort
to allocate sales
properly!

Kevin Hillstrom, President, MineThatData
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This methodology (identification of the organic
percentage) allows a $100,000,000 per year
business to generate about $1,000,000 of
incremental profit, per year.

Demand that is lost by mailing fewer catalogs is
often completely offset by mailing smaller
catalogs to marginal customers and outside lists,
allowing catalogers to mail much deeper.



Some form of using the organic percentage to
dictate contact strategy optimization will become
much more common as catalogers follow L.L.
Bean and offer free shipping 24/7/365.

Ad-dollars from catalogs will likely be used to
offset profit lost by moving to a free shipping
model.



Some of my clients become concerned about
changing the catalog contact strategy.

In order to understand what is likely to happen, |
map out the customer ecosystem.

Once | understand the customer ecosystem, |
forecast sales over the next five years.



Simple Math: Look At Next Action

The Migration Probability Table: The Secret To Learning How Customers Interact With Channels

Overall Telephone Online E-Mail Search  Affiliates Mobile Social Retail
Repurchase Rate 47.0% 52.0% 45.0% 60.0% 43.0% 37.0% 63.0% 55.0% 40.0%
Telephone 45.0% 7.0% 5.0% 4.0% 2.0% 2.0% 1.0% 2.0%
Online 12.0% 28.0% 22.0% 23.0% 20.0% 28.0% 14.0% 5.0%
E-Mail 6.0% 14.0% 14.0% 7.0% 3.0% 6.0% 2.0% 1.0%
Search 4.0% 13.0% 18.0% 10.0% 2.0% 4.0% 3.0% 2.0%
Affiliates 2.0% 6.0% 14.0% 3.0% 12.0% 2.0% 1.0% 1.0%
Mobile 3.0% 16.0% 24.0% 2.0% 3.0% 35.0% 23.0% 9.0%
Social 1.0% 6.0% 15.0% 3.0% 2.0% 18.0% 26.0% 3.0%
Retail 16.0% 22.0% 33.0% 16.0% 2.0% 30.0% 35.0% 33.0%
Telephone 86.5% 15.6% 8.3% 9.3% 5.4% 3.2% 1.8% 5.0%
Online 23.1% 62.2% 36.7% 53.5% 54.1% 44.4% 25.5% 12.5%
E-Mail 11.5% 31.1% 23.3% 16.3% 8.1% 9.5% 3.6% 2.5%
Search 7.7% 28.9% 30.0% 23.3% 5.4% 6.3% 5.5% 5.0%
Affiliates 3.8% 13.3% 23.3% 7.0% 32.4% 3.2% 1.8% 2.5%
Mobile 5.8% 35.6% 40.0% 4.7% 8.1% 55.6% 41.8% 22.5%
Social 1.9% 13.3% 25.0% 7.0% 5.4% 28.6% 47.3% 7.5%
Retail 30.8% 48.9% 55.0% 37.2% 5.4% 47.6% 63.6% 82.5%
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Simple Math: Multi-Channel Ecosystem
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A Five Year Demand Forecast

Advertising Inputs

(conomy Afiustements
Cringe In [conomy: Rebuy Rite
Chunge In Lecnomy: Spend/Buyer

Ancee! reeatment Change Bomesr
Cataliog Movialile 0500
Catadog Acgasition 0.200
oMl 0700

Paid Sosrch 0.700 14000 :.000 100 1000 1.000

has on other channels, we ot Lo B B
can create a spreadsheet e e R i e ey e

Clazzic Wults-Channegt m 020 [\ B e ] a0 0o 0500

Mobde Myvers .00 2000 1500 L0 S 5000

that allows us to change oy T el the| iesl rbe| sl
Ml lbyohh 1.0M 1000 G0 0922 (8~ ) 0540

o L] Crazy For §-Commerte 30 1.000 L1000 1000 1.000 1,000
investment inputs by Ssatieisrie T T R T
CMQMM ns 1000 3 000 1 00 1.000 1.000

[} ] F-Maill P Sewch L7 1000 L1000 1000 1000 1000
advertising channel. Comap gt MM omo orw ose osa o
GaGa Fee Googhe 4191 1000 OO0 IO 1000 1000

MC&U‘O‘!M ALY 090 ¢330 o0 o0 020

Adorey -Vl rL 1000 L1000 L o0 1000 1.000

Vel Manteny o047 1000 L 000 1 000 1.000 1.000

Pﬂt‘ym Prefecence L7 1000 LO00 L0008 1000 1.000

This allows us to see the Doy Wb e 10 s34, sam| omo| ome. amo
long-term impact of short-
term decisions!

Kevin Hillstrom, President, MineThatData
http://minethatdata.com 35
kevinh@minethatdata.com



A Five Year Demand Forecast

Annual Sales Metrics

Year0 Year2 Year3 Year4 Year5
Total Demand $26,375,210 $53,283,359  $62,103,763  $68,148,384  $72,280,023
Total Buyers 93,730 204,306 229,295 244,828 255,376
Total Items 561,702 1,122,849 1,312,354 1,442,688 1,531,582
Total Orders 175,386 362,002 419,270 458,241 484,912
Items / Order 3.203 3.102 3.130 3.148 3.158
Price / Item $46.96 $47.45 $47.32 $47.24 $47.19

A e Average Order $150.38 $145.84 $147.19 $148.12 $148.72 $149.06
Demand / Buyer $281.40 $243.35 $260.17 $270.85 $278.35 $283.03
Retention Rate 43.7% 44.4% 42.5% 43.6% 44.2% 24.7%
Base Case
. Year0 Year1 Year2 Year3 Yeard Years
We et t o I a w I t h Total Demand $26,375,210  $26,992,846  $27,538,546  $28,063,087  $28,497,461  $28,849,177
g p y Total Buyers 93,730 94,547 95,809 96,873 97,817 98,621
Total Items 561,702 573,212 583,863 594,138 602,604 609,255
° Total Orders 175,386 180,124 184,292 188,081 191,272 193,882
scenarios ... what happens St -
Price / Item $46.96 $47.09 $47.17 $47.23 $47.29 $47.35

Average Order $150.38 $149.86 $149.43 $149.21 $148.99 $148.80

when we double our search e T )
budget ... what happens T T T ——

Total Demand 0.0% 55.6% 93.5% 121.3% 139.1% 150.5%

3 Total Buyers 0.0% 82.6% 113.8% 136.7% 150.3% 158.9%

W h e n We I n c re a s e c a t a I o g Total Items 0.0% 53.9% 92.3% 120.9% 139.4% 151.4%
Total Orders 0.0% 59.9% 96.4% 122.9% 139.6% 150.1%

Iitems / Order 0.0% -3.8% -2.1% -0.9% -0.1% 0.5%

t HaH t K T h s Price / tem 0.0% 1.2% 0.6% 0.2% -0.1% -0.3%

c u S o m e r a cq u l s I I o n () I s Average Order 0.0% -2.7% -1.5% -0.7% -0.2% 0.2%
Demand / Buyer 0.0% -14.8% -9.5% -6.5% -4.5% -3.2%

Retention Rate 0.0% 0.0% -5.4% -3.8% -3.1% -2.6%

helps us map a profitable
path to the future.
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Slow elimination of unproductive remail catalogs.

Significant move toward lower page count
catalogs that generate 80% of the demand on
35% of the pages.

Customer acquisition means everything! Average
catalog client retains about 40% of last year’s
buyers, needing 60 more to “fill the funnel”.



Target audience is important. Most catalogers are
seeing their customer file age seven years for
every ten years that pass ... huge long-term
ramifications if this trend continues.

Many catalogers now have a 60+ year old
customer base living in rural areas ... a major shift

from the customer base catalogers enjoyed in
1995.



“New Media” (social, mobile) seem to be less
effective among a 60+ rural customer. If 50% of
your transactions come via phone/mail, you have
an older customer base that is not likely to
embrace “new media”.

Inflation (real inflation, postal costs, need to offer
free shipping) is shaping cataloger ad-budgets in
2012 and beyond ... folks are looking for cost
savings.



Matchback analytics are fundamentally flawed,
causing us to over-circulate catalogs and be less
profitable.

Organic percentages vary between 33% for
traditional catalogers, to 70% for catalogers with
a younger audience, and 95% for retailers. The
higher the organic percentage, the more that
“new media” has potential to offset the catalog
ad budget.



| believe that knowledge of the organic
percentage drives the entire advertising strategy.

| believe that our future includes free shipping,
new media, and an aging catalog customer.
Without knowing the organic percentage, we
cannot know how we might capitalize on an aging
customer, or shift to a “new media” replacement
customer.
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