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ECommerce At Eddie Bauer: 1996

Thriving Stores
Thriving Catalog

$1,000,000 AnnualEEommerce Volume

P
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2001: The Worst Advice We Ever Got

The multichannel Average annual dollars spent per customer by channel (apparel example)
bonanza
Catalogs Physical stores
© ©

&

Internet

Kevin Hillstrom, PresidentlineThatData
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Customers who buy from two merchandise categories are more
valuable than customers who buy from one category.

Customers who buy using two payment types are more valuable the
customers who buy using one payment type.

Customers who buy during two seasons are more valuable than
customers buying from just one season.

Customers who buy from two stores are more valuable than custom
buying from just one store.

Customers who buy from multiple price point ranges are more
valuable than customers buying from one price point range.



Then We Botched OuvlatchbackLogic

Mail / Holdout Test Results

Mail Phone Online Total
Mailed Segment 50.25 51.50 51.50 53.25
Holdout Segment S0.00 50.30 50.75 51.05
Lift S0.25 51.20 S0.75 52.20
Matchback Demand per Book = 53.25
True Lift / Demand per Book = 52.20
Overstatement Factor 47.7%

Kevin Hillstrom, PresidentlineThatData
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Overstated Demand ©vermailingCustomers

Demand

Net Sales
Gross Margin
Less Ad Cost
Less Ship Exp.
Variable Profit

Mailing Decisions

Matchback Results Mail/Holdout Results

52.50
$2.18
51.31
50.75
50.22
50.34

52.00
51.74
51.04
50.75
50.17
50.12

51.69
$1.47
50.88
50.75
50.15

($0.01)

$1.35
$1.18
$0.71
$0.75
$0.12
($0.16)

Kevin Hillstrom, PresidentlineThatData
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We chose multichannel tactics over earned business growth.
We chose capps over list organizations.

We chose to use the website as an order form and not as a demanc
generation channel.

We chose to listen to vendors, researchers, trade journalists, and
consultants, when we should have listened to our customers and ot
merchandise assortment.

We chose to market to our core customer base when we should hay
chosen to grow via customer acquisition.



Catalog Age Becomes Multichannel Merchant.

Walter Karl, Edith Roman, Rubin Response, Millavthkrynski-Direct,
American Church Lists, Jami, Direct Media all folded imi@Group/
InNfoUSAC the utter collapse of an industrg and the beginning of a
dramatic brain drain in the catalog industry.

The final Catalog Conference was held in New Orleans in 20009.

CoOps dominate prospecting efforts for catalogers, at a time when
online marketers learned how to use online marketing to acquire
customers. The reliance on eaps results in an acceleration of a
customer demographic feedback look, a feedback loop that greatly
spills over into customer merchandise preferences.



2005- 2010: The Feedback Loop Accelerates

Recent Co

Our lust for inexpensive cop names led Jeom
Uz ez2dzyd YZ2RST{ SoNA y

~ ., ~ e Matchbacks S ay Catalo
the-INR dzy R¢ OF G £ 23 [ et

Work Support

determining who our future customers
would be.

Merchandise
Catalog, Buy Loved By 62

Our matchbackscaused us to ovemvest
In circulation. Circulation was dictated by
co-ops. Ceops overselect 55+
customers.

Kevin Hillstrom, PresidentlineThatData
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2010¢ 2015: Stuck In The Feedback Loop

¢KS da0Sad LINY OiAOSat
promised success in 2005 led to major
problems in 2015. We chose a path
now we have to deal with the
consequences.

| 2dzy 0 f SDODKI FY&E &EA | v
RIé da2YYAOKI yySft ¢
after adhering to industryleading

advice.

Kevin Hillstrom, PresidentlineThatData
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G/ 2 f R@réek iSatlexample of company that has benefited greatly from going
public.¢ KS ¢62YSyQa | LILJ NSt NBGIFAf SNl of 23
$1.1 billionin2006L Yy 1 SNBSa Ay It e Sy2dzaKZI YdzOK
attributed to the capital it raised through its IPO and its decision to move to becor
multichannel merchant.

. The company experienced a

33% increase In internet net sales in fiscal 2CQ¢.

, Coldwater Creek ha
launched several successful marketing campaigns to bolster internet
sales.

21
OGN yaFT2NXYI GA2Yy RSY2yaiuaNl} GdSa 2y
to an evolving market,

OF;

http://www.tullyandholland.com/th-publicationspage/items/changingimes-for-direct-marketers.html

Uy A

gl GSN
02 YL



d 2t Rl GSNI / NBS1Qa o0 y1 NHzLJG Oé A doff yiere
are more reasons for a specialty retailer to fail than there are to sucoz:l;
, poor locations, weathe:,
and, of course, . ColdwaterCreek is just another victim
what was once auccessfubusinesy 2 RSt G KF G YFylF3ISYSyl
to change. That story will repeat itself several more times in the months and year
aheadb ¢

http://24 7wallst.com/retail/2014/04/12/coldwatercreekbankruptcyis-not-a-canary
In-the-coalmine/

Turns out that the experts were not right about Coldwater Creek. The very dynarr
that seemed to guarantee success sunk the business.


http://247wallst.com/retail/2014/04/12/coldwater-creek-bankruptcy-is-not-a-canary-in-the-coal-mine/
http://247wallst.com/retail/2014/04/12/coldwater-creek-bankruptcy-is-not-a-canary-in-the-coal-mine/

Orchard Brands
Blockbuster
Oriental Trading Company
Coldwater Creek
Love Culture
BombayCo.

The Sharper Image
Red Envelope
Harry and David
BurpeeHolding Co.
Foster & Gallagher
Borders

Circuit City

[ 2SKYIl Yy Q&
[AYSYaQ y ¢KAyY3
Mervyns

Alco Stores

G.l. Joes

Ashley Stewart
Brookstone

Dots LLC
Gottschalks

Deb Shops

Silver Jeans

Betsey Johnson

CA f Bysenerat



Multichannel Failed Many, Many Companies

Not Delivering Riches.

Kevin Hillstrom, PresidentlineThatData
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G2S NS SaaSyiualftfte NBXOeOf Ay3
purchase from catalogers-3 every three months. These customers ¢

generally age 55 and older, and they prefer to purchase over the
0SSt SLIK2YS 2NJ Al 2yitAyS OFal 2

GL NXzy | YAYS FAIdzZNE o0dzaAy Saad
co-op to calculate the percentage of names they gave me that
purchased from my product category in the past year. It was 45%. I
IS that possible? And when | queried my-op about the low
percentage, they told me they were finding names that had affinity t
my product line. Some affinity. | spend more than a million dollars w
0KSYZ | YR {«2a8S b dé
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We Earned An Aging Customer Base

55

54—

534

Average Age of the 12 Month Buyer
T

52+

S

50

1 | 1 | 1 L 1 | | 1 1 1 | l 1 1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Year
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Print-Based Customers Are Disconnected

B United_States

50.0- B Catalog_Branc

40.0-

30.0-

In my projects, it is
rare to find a print
based business with
more than 10% of the
customer base under
the age of 45.

20.04

Percentage of the Population

10.0—

Think strategically
about what this
Kevin Hillstrom, PresidentjineThatData
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Classic Baby Boomer, Raised On Cataloc E

Loves to thumb through the catalog, theng
IS equally likely to shop via phone, or

online.

.
75% of her demand is print driven. < |

She is among the 10,000,000 customers
the co-ops send to us.

Kevin Hillstrom, PresidentlineThatData
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Jennifer:
Current Age = 46 Years Old.
GenX / Amazon shopper.

Presented her persona at Spring NEMOA
2012, heard numerous audible groans
from the audience i(e. the audience did
not like this shoppey.

40%ish of demand is print driven,
measured via mail/holdout testsJennifer
makes attribution vendors $$$$$$9$.

- B B B
e




Awareness via Social Media.
Social Media leads to Paid Search, SEO.

Paid Search, SEO leads to Affiliates, Discount Seeking, and a Purc
via Desktop / Laptop.

Purchase yields and-Mail Address.
E-Malil Address leads to Site Visits. Site Visits generated via Tablets

Tablets lead to Mobile / Apps, Mobile / Apps are where Loyalty Is
finally realized.



Jasmine:

Current Age = 30 Years Old.

Millenial / Mobile / Social shopper.

< 5% of catalog customer file,
usually < 1%. Customer has no
Interest in catalog merchandise
designed for Mom/Dad.

4

20% to 25% of demand Is catalog
driven, when measured via mail /
holdout tests.



IS a generational shift

Digital Is Reaching The New Generation
Top Five Media Me ntions Amon g all Adults, 2013
Aged 75+
Aged 65-74
Aged 45-54 _ ® Read Newspapers/Maga
Aged 35-44 ® Listen To The Radio
Aged 25-34 ®Go Online On A Compute

Laptop/Netbook/Tablet

Aged 16-24 ®Use A Smartphone

Total



Demographics Impact How We Present
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Home | Cataop Reques! | Onine Catalog | Emal SgnlUp 1 (300) TOT.5528 | My Account  Accoane Sgn-in

u F OOtsmarf W shopping Cart (0 terms)

EXPERT RELIEF FOR FEET, LEGS, KNEES & BACK [Enter keyword o nem =

Women's Shoes Men's Shoes Slippers Foot Health Lower Body Health Socks Hoslery Shop by Brand MJW

Free Shipping on Orders $59+ Enter Code in Shopping Cart: ShipNow3  Details >

Shoes Shoe Finder
Womer's Sroms Make your feet Wore than 3,500 styes
o Women's Mer's

Women's Bocks m e rry :
Men's Shoes Category

Cozy Crocs with
Oceupationad Shoes Siae -

Croslite™technology
Soss = Wiath -
Shoe Ads | Accessones = -
Socks & Hosiery -
Woman's Socks

Woment's Hosery

Shop by Ailment L4

Men's Socks

Find Your Ailment v
Foot Health
Foot Supports / Insokes We have your widths covered:
Heet Pan / Paantar Fascis
Bumors / Toes ° o o @ @
e e ey Narrow > Medium > Wide Wide > Extra Extra Wide >

Foot Odor { Hygene

Sensfive Feet | Distetes SO“SPO'S Hello, bunion relief!

Sk Care / Nat Care PilowTop'™ memary Find experdy-selected
foam footbeds 1o products 10 help with

Lower Body Health cusiion your staps pain caused by bunions

Ankie ! Kree / Leg
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ComparelFootSmartto Zappos

pe Order before tpm PST for FREE 2 Business Day Shipping on all ordery’ . LEABN MOGE

24/ 7 Customer Service (800) 9277671 Ielp ..’ Live Help Log In or Register My Accoumt My Favoriten

FAST & FREE

Zippus: = (5 G

SEARCH aY) Sgw. Nortowe Shoes, 1\ ideShoer Boulor Soarnchn

:IO

SWOrs CLOTHING BACS & HANDDAGS AT WOME BEAUTY ACCESSORIES SHoP ey, WOMIN 'S MIN'S Kios' ALLDEPARTMENTS -

ALPHABRI TICAL BRAND INOEX . A & D ¢ ¥ ’ " | . | M N

SHOP WOMEN'S

e patagoma .
discover jackets desianed \ ¢C01umbia

"
Sneakers & Athletsc Shoes Lo keep you warm,

"S5t

SHOP NOW » ' SHOP NOW »

SHOP MEN'S

at}
Boe
Sneaker fe
Jeary

SHOP KIDS'

s Clothing

Boys' Clothirng
Shoes

Bovs” Shoes

SHOP GIFT CARDS
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CompareFootSmartto Shoemint

SHOEMINT

MY SHOWROOM WHAT'S NEW SHOES BEST SELLERS BRANDS MINTSIDER SALE

FREE SHIPPING & RETURNS

WELCOME TO YOUR SHOWROOM

N

Discover effortless style and exclusive designs
Designer quality
Premium materials

Easy risk-free returns
Incredible value

FREE SHIPPING. FREE RETURNS. EVERY DAY.

YOUR TOP RECOMMENDATIONS

- o W

SOL SANA KROSS SANDAL SOL SANA KROSS SANDAL SOL SANA AVALON SOL SANA AVALON
S84 95 SANDAL SANDAL

$8

Kevin Hillstrom, PresidentjineThatData
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KeyFootSmartThemes:
AFoot Health, Body Health, Ailments, Bunion Relief.
AFree Shipping on Orders > $59.

KeyZapposThemes:
AFashion, Brands, Gender/Kids
AFree Two Day Business Shipping, All Orders, Free Returns.

KeyShoemintTheme:
A PersonalizatiocL 0 Q& ! 6 2dzi | 2 dzo

Pretend you are age 285. Which message resonates?

5SY23aAN} LIKAOAZ aSaal 3aAy3as aSNDK



Geography Increasingly Dictates The Audien

L MRS
At e
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Americans More Attached to Internet,
Cellphones

Nine year ago, 38% of survey respondents
thought it would be hard to give up the internet.
Last year, that percentage was 53%. ke
Converselyc nine years ago, 44% of survey
respondents thought it would be hard to give up
television. Today, that percentage is 35%. And

land-line phone dropped from 48% to 28%. a8
What does this have to do with catalogs? The e
ydzYo SNE | NBE RNMAYJSYy o0&

. These

numbers are also impacting catalog growth in ., v cevres
2015.



On pace to hit one trillion dollars ($1,000,000,000,000) in annual sa
In the next 510 years. Current annual net sales are the same as the
sum of 1,000 catalogers with annual sales of $100,000,000. Let tha
one sink in! T

Amazon did not use catalogs.

Amazon did not leverage retail.

Amazon focused on merchandise assortment, price, customer servi
devices.



An Actual Graph From Amazon

(Source. Amazon)

Kevin Hillstrom, PresidentlineThatData
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A Graph From A Priart€entric Business

Recent Ca&Op
Names From
Matchbacks

Matchbacks Catalog
Show Marketing,
Catalogs Online
Work Support

Merchandise
Loved By 62
Year Olds

Read Catalog,
Buy Online
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The current generation of online businesses continue to cut off the
customer acquisition opportunities of traditional catalogers (and
Increasingly, many retailers).




GWIF aYAYS KFa 06SSY UNIAYSR (2 f
Amazon, Samsung, and Google.

Judy was trained to love the USPS, Postcards, and Catalogs.
How do we, as classic direct marketers, train Jasmine to love

postcards, catalogs, and print? How do we train Jasmine to love wh
dSQOS t20SR T2NJ RSOl RSaKe



Demographic Cliff Hurts Customer Acquisitio

of 2015, folks.

Customer File Trajectory - Same Reactivation / Newbie Trends

End of End of End of End of End of End of
2012 2013 2014 2015 2016 2017
12 Month Buyers, Start of Year 106,583 110,454 109,050 104,916 100,229 05,488
Repurchase Rate 38.3% 38.8% 38.5% 38.5% 38.5% 38.5%
Active Buyers 40,821 42,856 41,984 40,393 38,588 36,763
Reactivated Buyers 32,095 30,733 28,889 27,156 25,527 23,995
New Buyers 36,938 35,460 34,042 32,680 31,373 30,118
12 Month Buyers, End of Year 110,454 109,050 104,916 100,229 05,488 90,876
Kevin Hillstrom, Presiden¥jineThatData
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Plugging The Holes = Tepid Or No Growth

Customer File Trajectory - Stop The Losses

End of End of End of

2012 2013 2014

12 Month Buyers, Start of Year 106,583 110,454 109,050
Repurchase Rate 38.3% 38.8% 38.5%
Active Buyers 40,821 42,8560 41,984
Reactivated Buyers 32,695 30,733 28,8890
New Buyers 36,938 35,460 34,042
12 Month Buyers, End of Year 110,454 109,050 104,916

Kevin Hillstrom, PresidentlineThatData
http://blog.minethatdata.com
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End of
2015
104,916
38.5%
40,393
28,889
34,042
103,324

End of
2016
103,324
38.5%
39,780
28,889
34,042
102,711

End of
2017
102,711
38.5%
39,544
28,889
34,042
102,475

40



ECommerce Is Starting To Hit A Wall, Too

The source of new
customers for e

commerce
businesses is
beginning to dry

up.

E-commerce rebuy
rates are poor.

Annual Repurchase Rate

8254
800+
75
750

2 3 4
Order / Life Cycle Progression

Business
Model

Catalog
E-Commerce

Kevin Hillstrom, PresidentjineThatData
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Remember how catalogers made choices, and those choices result
In an older customer now disconnected from the mainstream of
commerce?

E/ 2YYSNDS o0dzaAySaasSa aLISyld wmp
These choices are also detrimental tecemmerce.

| £ dzad F2NJ G2LIWAYAT Ay3 O2y JSNE
that do not increase annual purchase frequency or annual repurcha
rates.

Example:
. Why demand a conversion

today?



In my projects, retail comps are experiencing tepid growth, for three
reasons.

= Merchandising problems pogtreatRecession
(significant). Can easily be fixed.

= Movement of retail customers from kstore buying to
online buying (very minor). Will not be fixed, sum of $ is constant.

= Not enougmew-+reactivatedcustomers setting foot in
auU2NBa o0aAIAYATFTAOIYyLGODd 2SQOS OGN
FYR a | O2yaSldzsSyOSs ¢ S a0%fthe d:
new prospects available to us.



We all know the importance of a healthy customer file. Similarly, it i
very, very important to have a healthy merchandise assortment.

After the Great Recession, too many of us created sefficted
wounds by cutting back on the number of new items, starving the
customer file of good merchandise.

Common Issue:
A2010 = $9.4 million from new items, $15.4 million from existing.
A2011 = $8.7 million from new items, $16.6 million from existing
A2012 = $8.5 million from new items, $15.9 million from existing
A2013 = $7.7 million from new items, $16.3 million from existing
A2014 = $6.9 million from new items, $16.6 million from existing



Choices In Retall: Clicks > Bricks

STORES

vvvvvv

TO NOT VISIT RETAIL

Share Of Sales Via In-Store Retail

Five Year Trend

0 to 5 Miles From a Store

6 to 10 Miles From a Store
11 to 25 Miles From a Store
26 to 50 Miles From a Store
51 to 99 Miles From a Store
100+ Miles From a Store

2010
94.8%
91.6%
88.3%
72.7%
49.3%
15.9%

Kevin Hillstrom, PresidentlineThatData
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2015
94.8%
85.9%
82.4%
64.3%
38.7%
11.4%

45



Choices In Retall: Clicks Hurt8tore Newbies

New + Reactivated In-Store Buyers

14vs. 13 13ws. 12 12vs. 11 2014 2013 2012 2011
January -2.6% 2.0% 3.0% 5,975 6,134 6,014 5,839
February -6.9% -3.5% -1.0% 2,273 2,442 2,530 2,556
March -6.2% -4.7% -2.0% 2,679 2,856 2,997 3,058
April -6.2% -5.3% -1.5% 2,810 2,995 3,163 3,211
May -11.7% -6.1% -2.7% 2,695 3,052 3,250 3,340
June -14.1% -7.5% -1.8% 2,401 2,795 3,022 3,077
July -16.6% -8.3% -0.7% 1,772 2,125 2,318 2,334
August -14.2% -8.7% -1.6% 1,754 2,045 2,240 2,276
September -14.1% -11.1% -0.8% 2,221 2,586 2,909 2,932
October -15.3% -11.5% -2.6% 3,475 4,102 4,635 4,759
November -14.1% -2.7% 0.4% 8,021 9,338 9,597 9,559
December 11.7% 6.8% 7.3% 11,593 10,379 9,718 9,057
Totals -6.3% -2.9% 0.8% 47,670 50,849 52,392 51,998

Kevin Hillstrom, PresidentjineThatData
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2 KI'd R2S&8 aGa2YYAOKIFIYyYySfté¢ odze GK
Generally flat retail comps.
E-commerce growth.

The closing of 14 stores in 2015, stores that generate $130,000,00C
annual net sales. If omnichannel worked, why would stores be closi

READ THE ANNUAL REPORTS AND QUARTERLY REPORTS OF
w9ce¢! L[ 9w{ X ¢1 9, !'w9 ¢9[ [ LbD |
TO UNDERPERFORMING STORES THAT WILL BE CLOSED. My
suggest that 30% of retail locations will close in the near future.



Omnichannel strategy = 40% of sales will be online in a few years.

Merchandise alignment did not appeal to young customers, cutting
Jadyn out, leaving company with Jasmine.

Online sales gains + merchandising problems + demographics
challenges = 300+ store closures.

CKAA Ad oKIO 2YYAOKFIYYSt RStAQ
off younger demographics, we ignore merchandise productivity, we
move sales online, we close leperforming retail stores.

MERCHANDISE + DEMOGRAPHIC ALIGNMENT MATTERS!!!



- Omnichannel Evolution: A Market With Two Stores

Store #1

Store #2

Total Retail

Total E-Commerce
Total Net Sales
Earnings Before Taxes

2010
$1,500,000
$1,200,000
$2,700,000
$2,000,000
$4,700,000

$835,000

Kevin Hillstrom, PresidentlineThatData
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2015
$1,875,000
$960,000
$2,835,000
$3,000,000
$5,835,000
$1,137,750

2020
$2,394,000
SO
$2,394,000
$3,394,000
$5,788,000
$1,435,400

49



40% to 50% of all catalog pages mailed in 2007 are not mailed in 2(
¢tKAAd RARYQU KIFLWLISY 06SOlFdzasS 27
e-commerce rendered those pages inefficient.

My forecastc 30% of all major retail malbased store locations will
close over the next ten years, as-gtore sales are digitized.

There will be retail winners, especially those businesses that cater ti
younger customers.

hiKSNBA&AS X w9c¢! L[ Hnanmp [ /1 ¢!



Catalogers chose eops, printto-website customer engagement,
leading to older customers, leading to an evolution of merchandise
catering to an older customer, leading to a feedback loop.

E/ 2YYSNDS o0dzaAySaasSa OKz2asS azlLJ
discounts to close sales TODAY, largely ignoring {tamg customer
relationships that actually exist, unmeasured.

Retailers trained customers to click instead of getting in a car to driv
to a store. Customers listened. Now mall traffic is down, driving con
down, with the likely result a full digitization of the business and the
closing of 30% noiprime, belowaverage retail locations. The best
retail locations are likely to grow.



However, The World Is Not
Coming To An End
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Opportunity Exists For All Of Us
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Every Business Model Can Be Succes:

Kevin Hillstrom, PresidentlineThatData
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Time To Get Busy!
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Your business partners (Adobe / IBM / Google / Microsoft / Abaaus
Epsilon /Datalogix¢ Oracle) use your data, YOUR DATA, which you
freely give to them (web analytics via Adobe / IBM3oogle). Then,
they monetize the freely offered information, andinally, they sell the
data back to you.



IBM shows repeated commercials on television, talking about how L
of their data analysis tools result in untold riches for your business.

And yet, IBM has suffered through three years of sales declines, an
decade of flat sales.

LT L.aQa . A3 50l aztdziazya |y
LI2 6 SNF dzf = GKSY g¢g2dzE RYyQi (GK2as
find hidden nuggets of information that allowed IBM to grow at an
unfettered rate?

You will be asked to contribute your data to an omnichannel worldo
not expect anything of value in return




From a conference organiz¥r Kevia, | realize we reached out to you
to speak at our conference. | realize we asked you to volunteer youl
time. And we appreciate that you put in the time to create a
presentation. But our sponsors have informed us that they need to
deliver a sufficient return on investment, or they will not partner with
us going forward. Our sponsors have asked us to grant them acces
the attendees via the speaking sessions. Therefore, we will be givin
our speaking assignments to our sponsors, because without them,
g2dzZ Ry Qi SEAAGD . dzi GKIFyYy] é@dz

From a conference organizet/3 of revenue comes from sponsors, 1.
of revenue comes from vendors attending the conference, 1/3 of
NEZSYydzS O02YSa FTNRBY G0N YRBERRUWY
exist without sponsors / vendogs @
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Whole Ecosysteng Ecosystem Needs Eyeball

Confer
ences

Trade
Journals | creeee——

Vendors

2 AGK2dzi aSYLX 2SS
journalists, conferences, vendors, and

(—— research brands go out of business. N
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The ecosystem can exaggerate the
message to generate eyeballs60$.
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Every Business Model & Every Customer

Demographic Can Work Profitably.
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A Successful Cataloger: Annual Demand

Annual Demand
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A Successful Cataloger: Annual Buyers

12 Month Buyer File
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A Successful Cataloger: Annual Rebuy Rate
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