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Beauty’s Favorite Retailers

Solution-based
E-aggregators
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Convenient Beauty’s Boutique Progressive Mass Demonstrative Home
E-commerce Retailers Merchandisers Shopping Networks

| QVC's beauty-only channel has
everything you need to make

) your routine a refuge. Check in

often for top brands, pro tips &

how-tos—and watch live shows

at 8pm ET every Wed.-Sun.

| ' 1 - NAMy

TARGET




Contents

oKline

| overview
| oirecTsALes
| sneak peek AT OTHERS

I REPORT SOURCE




Beauty’s Fastest-growing Channels — Specialty Stores and Direct Sales Lead the Way

Sales Change by Channel, 2015 to 2016
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Source: Kline’s Beauty Retailing USA: Channel Analysis and Opportunities




Specialty Stores: Focused on the Experience

Create Open-sell Environment Focus on New Naturals
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Expand Footprint

Offer Solution-based Create the Consumer

Trendsetters
Approach Experience

#TRENDINGat SEPHORA

I-BEAUTY SKIN CARLE

Get the latest from Kol veted dewy look

CHOOSE 1 OF 4 K-BEAUTY MINIS »
Free with $25 purchase.




Cosmetic Specialty Stores record a robust growth of almost 20%
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Beauty’s Leading Boutiques — Vertically Integrated Stores
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COMBINED REVENUES OF
OVER $5.3 BILLION,
GROWING AT 7%,
AND NEARLY 5,000 DOORS
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Source: Kline’s Boutique Beauty Retailers: Channel Analysis and Opportunities
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Foreign Boutiques in the United States

Origin: Israel Origin: South Korea Origin: Netherlands

NATUFiE REPUBLIC =

Niche: Premium bath and body products Entered the United States in 2012 Niche: Premium skin care

. Origin: United ..
Origin: South Korea ; Origin: France
Kingdom
® == -
E FACE

Niche: Mass skin care Niche: Masstlge body care Niche: Masstige to premium skin care

The influx of foreign vertically-oriented beauty retailers to the United States in the
past decade has positively affected this segment’s growth
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Direct sales is comprised of four basic sub-channels
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The Shopping Shift: From Traditional to Alternative Channels

r N
+3.2%

U.S. cosmetics and
toiletries CAGR,
2011-2016

+2.5% +20.6%

Brick and mortar CAGR E-commerce CAGR
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The Lure of Purchasing Online: The Amazon Effect
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Amazon leads as an online retailer.

80 18%  74%

AMAZON PRIME CONSUMERS PAY CONSUMERS HAVE
MEMBERS IN THE FOR PRIME TO GET PURCHASED FACIAL

UNITED STATES IN FREE 2-DAY SKIN CARE ON
K 2017 SHIPPING AMAZON /
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AMAZON BEAUTY
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Sources: Business Insider, 2/2017; Emarketer, 10/2015; Kline Beauty Devices Global Consumer Insights Survey, 4/2017
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The Lure of Purchasing Online: Exclusivity

63 / OF U.S. CONSUMERS HAVE PURCHASED
O FACIAL SKIN CARE FROM A BRAND WEBSITE

—— ONLINE BRANDS ONLINE OFFERS FLASH SITES
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The Lure of Purchasing Online: Solution-based E-aggregators

CURATED, SOLUTION-BASED PRODUCTS ARE OFFERED BY
ONLINE SITES




Infomercials

Infomercial brands expand to other channels

Infomercials grow, record solid growth

KGuthy-Renker’s brands continucm

dominate the channel

e Problem-solving approach and use
of celebrities

e Proactiv expands into Amazon,
launches at Ulta, and starts selling
on QVC |
in 2016

Change of manufacturers’ sales in

infomercial brands

\_

Crepe Erase

XOut

Meaningful
Beauty

ProActiv
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Home shopping network brands record solid growth

Home Shopping Network Channel Records 10% growth from 2015-2016

KEY HOME SHOPPING NETWORK BRANDS

—oJOSIE MARAN

Luxury with a Conscience”

COSMETICS T

— ALGENIST

CHANGE IN MANUFACTURERS’ SALES IN HOME
SHOPPING NETWORK BRANDS, 2015 TO 2016

Tatcha

Cosmetics

Josie
Maran

Peter
Thomas
Roth

Source: Kline’s Cosmetics & Toiletries USA
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Mass Merchandisers Gain Traction by Taking on New Brands and Concepts

Mass merchandisers, including big box retailers, warehouse clubs, and dollar stores, record over

2.5% growth
WALMART TARGET
e Walmart upgrades the beauty portion of its o Mixes standard national beauty brands along
website, incorporating new brands and playing with ones customers might not expect to find at
with key trends. Target.

e Dedicated section for truly natural brands.

e Key player in migrating luxury trends to mass,

such as the K-Beauty trend.
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Drug Stores

Chain drug stores continue their quest for beauty consumers

EXPAND PRODUCT OFFERINGS

/  BOTANICS

1 WUNDERCLEANSE

UPGRADING THE LOOK OF BEAUTY
DEPARTMENTS

e Beauty differentiation strategy, which elevates
the in-store beauty environment.
e Walgreens continues to operate Look Boutiques

in 55 flagship locations.




Department Stores

Department stores face challenging times as they struggle to attract millennials

EXPAND IN-STORE BOUTIQUES CREATE A SHOPPER EXPERIENCE
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Leading marketers use Kline’s insights on the beauty retailing market because of:

REGULAR SUPPLY OF UP-TO-DATE INSIGHTS

DATA PUBLISHED
ANNUALLY

* 6 PURCHASE CHANNELS
* 18 SUB-CHANNELS
+ 25 PRODUCT CATEGORIES

EXPERTISE IN
SPECIALTY RETAILING

* VERTICALLY-INTEGRATED STORES
* COSMETIC SPECIALTY STORES
* PERSON-TO-PERSON

Y e | EASY ACCESS TO DATA

LATEST TRENDS AND CONCEPTS

IN-DEPTH RETAILER PROFILES

cotiaetion COS BAR bluemercury

uuuuuuuuuuuuuuuuuuuuuuuuuuu BEAUTY ELEVATED
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DATA SOURCE: Boutique Beauty Retailers: Channel Analysis and Opportunities

A detailed independent appraisal of the fast-moving specialty stores channel. Takes a close look at four
key markets where many leading boutique retailers are headquartered: France, South Korea, the

United Kingdom, and the United States.
This report helps you:

o Assess the size and evolution of the
boutique retailer channel

° Quantify sales and door counts for key and
emerging retailer chains

o Understand various productivity measures,
including store sizes, traffic patterns, and

number of sales associates

Base year: 2016, with forecasts to 2021

Published: January 2017

oKline
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http://www.klinegroup.com/reports/boutique_beauty_retailers.asp
http://www.klinegroup.com/reports/boutique_beauty_retailers.asp

DATA SOURCE: Beauty Retailing USA: Channel Analysis and Opportunities

An insightful analysis of the challenging and ever-changing retail landscape specific to beauty and
personal care products.

This report helps you:

o Understand key purchase channels
o Quantify industry sales by purchase channel
o Discover the up-and-coming retailers

° Explore business practices and strategies of
specific types of retailers

Base year: Data included for 2011 to 2016,

with forecasts to 2021

Publication: June 2017 LEARN MORE >>
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http://www.klinegroup.com/reports/beauty_retailing_usa.asp
http://www.klinegroup.com/reports/beauty_retailing_usa.asp

Kline’s Dedication to the Industry
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Kline is a worldwide consulting and research firm dedicated to providing the kind of insight and

knowledge that helps companies find a clear path to success. The firm has served the management

consulting and market research needs of organizations in the agrochemicals, chemicals, materials,
energy, life sciences, and consumer products industries for over 50 years.

For more information, visit www.KlineGroup.com.

KRISTY ALTENBURG

Key Accounts Manager, North America
t. +1-973-435-3367

e. Kristy.Altenburg@klinegroup.com

LINDA VIGLIONE

New Accounts Manager — Professional Beauty,

North America
t. +1-973-435-3392
e. Linda.Viglione@klinegroup.com

KRISTINA ZABLECKE

Senior Account Manager, EMEA

t. +32-491-44-8636

e. Kristina.Zablecke@klinegroup.com

YUKI ADACHI

Director, Japan

t. +81-3-3242-6277

e. Yukihiko.Adachi@klinegroup.com
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SANDY TRIMARCO

New Accounts Manager, North America
t. +1-973-435-3455

e. Sandy.Trimarco@klinegroup.com

PILAR PARDO

Senior Account Manager, France and Spain
t. +32-2-776-0737

e. Pilar.Pardo@klinegroup.com

PIERRE ZOLGHADRI

Business Development Manager, Asia-Pacific
t. +86-21-6012-6500

e. Pierre.Zolghadri@klinegroup.com

SERGIO REBELO

President, Brazil

t. +55-11-3079-0792

e. srebelo@factordesolucao.com.br

www.klinegroup.com

GLOBAL HEADQUARTERS

Kline

35 Waterview Blvd.
Suite 305

Parsippany, NJ 07054
Phone: +1-973-435-6262
Fax: +1-973-435-6291




