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About Retail TouchPoints

Retail TouchPoints delivers cutting edge content directed towards
business executives, with timely articles on acquiring, serving and

. Tcr.)eltloc”:h Pg i nfs retaining customers in the new world of multi-touch retailing.
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A convergence of marketplace forces is creating a

fundamentally different retail landscape

- Spending declines as
the highest-spending
consumer segment
shrinks and economic
conditions rebound

slowly Less

Spending Di
Power

Digital
sruption

Connected jCompetitive

. . Consumer j§ Landscape
The new information- P

rich consumer expects
more and tolerates

less, shopping around
for the best prices and

alit
KQU ity

- New digital players
change the
competitive game and
offer consumers a
multitude of choices

J

Competition is
evolving and investing
aggressively to provide
the experience and

capabilities that
customers demand

~

%
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As a result, retailers are faced with more challenging
pricing, promotion and product decisions than ever before

Dyson DC 14 Upright Vacuum Cleaners

Saer, 1ZARUSH.com 29487 m w
- LR e e
..... amazoncom. ‘~~
OQ.QZ wen o QU (A
Buyeg (A0S o Yy — > ~— ’ ’
DI Ds ‘;Vv f\( | ,
almari

Traditional Price

Competition Online/Mobile Price

Transparency

The Bargain Hunter
Extraordinaire

There o no thndll like the thnill of the liunt!

maximize your savmgs with Justforu |
and get a FREE"dozen eggs! v - .«

Increased Targeting and

sketch

. Personalization
Economic Impact on
Price Sensitivity Endless Aisles
Available Online
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And it is important to think about these together
across all dimensions

N
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Why is it important to think about these together?

Which brands and pack
sizes should | carry to
achieve my

business goals?

Must understand
prices of various
brands and sizes
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Why is it important to think about these together?

Must know the
brands and pack
sizes you carry.

How should | price the
various brands and pack
sizes?
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Shoppers Leave Digital Footprints to Help Us
Understand Them Based on What They Buy
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Shopper-Centric Retailing Model Helps Develop,
Improve and Maintain Shopper Relationships

STRATEGY ACTIVATION MEASUREMENT

Joint Planning / Collaboration

Shopper Merchandising

Strategy Pricing
Promotion
Assortment & Space

Collaboration

Program Design Marketing

Targeted Marketing
Social Media
Marketing Mix

Loyalty

Organization
Design

Operations

Layout
In-aisle shopper marketing

Shopper Insights

Data Shopper Store Demand
Tasbooas Management Segmentation Clustering Modeling
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Once You Know Who they Are, You Can Increase
Relevancy through Message and Tactic

What They Buy Best Vehicle Optimization

Families on the Go

Ad and Direct Mail

Z Versioning
‘ 9-—
53% \z=ts~-w 99* == 2;‘:
fresh Forecast display
vegetables lift and find best

stores for execution

|dentify top KVIs and
set Rules to protect
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Effectively managing assortment involves shopper
and category dimensions

Define Shopper Create Cluster
Strategies and
Category Roles

Identify Store Reset Category with

Clusters Optimal Assortment SpeCiic

Planograms

g DemandTec' Py = 7 testforga7 | testforqa7@demandtec.com | HEBful.qa7 | My Account | Logout - 0
— Top line Sales Growth 3-10%
Projects Data pData ¥ @
Assortment=RTE_CEREAL 2012 CATE( | Scenarios Consideration Set  Rules Results @teb
Scenarios | 1.7 Favorite [ New [ByDuplicate |-" Optimize~ & Delete [l Compare LR T vewt 8 x A I t H h t
: cross several categories, a mass merchan
Scenario L
L ~ Historical Potential Diff Diff % Historical Potential Diff Diff %
03 SKU neutral; Identify assortment gaps $30,734,013.66 $31,624,387.34 $890,374.18 29% 10,912,216 11,179,572 267,356 2.45% ! | [ ) G reW to I I n e Sa I eS b 3 - 1 0 %
v SKU neutral; Units $30,73401366  $31,317,950.92 $583,94626  1.9% 10912216 11,192,660 280,444 257% \‘
04 SKU neutral; Profit $30,734,013.66 $31,333,326.93 $599,313.27 1.95% 10,912,216 11,048,619 136,403 1.25% [ T
v 1 : . .
A * Improved invento roductivity b
Stores Product Details B x
Sales Units T [ [ .
Descr # Stores #SKUs
Hist Oopt Diff % Hist Opt Diff % I I u r u I u = -
¥ SKU Neutral, Identify assortment ga 880 $30,734,013.66 $31,624,387.84 2.9% 10,912,216 11,179,572 2.45% [ ‘
> SUBURBAN SENIORS 234 170 $7,944341.48  $8,198283.03  32% 2,827,002 289699 247%[m | StOCkS
» MODEST WAGES 220 170 $7,328,896.77 $7,548,106.80 2.99% 2,601,338 2,676,440 289% t r»
» SOCCER & SUV 190 170 §5,055,578.76 $5270,878.11 4.26% 1,812,558 1,889,732 4.26% E L]
> DOWNTOWN BOOMERS 126 170 $4,968,291.14 $5,120.361.79  3.06% 1,744,526 1,783,644 _2.24% M
<] I [»]
Products || Product v] LWL T vewt o
Action # Stores Sales
Determining Variety vs. Duplication
*NEW* KLOGS RAISIN BRAN CRNCH 25.5 [+] NEW Core MRP 0 190 190 $0.00 $36,793. 44‘: L)
SUPERBUY HNY NUT OAT RING 170Z a STOCKED Core MRP 190 190 0 $6,796.62 $6,796. Sjj
SUPERBUY  CINNAMON CRNCH 170Z a STOCKED | Core MRP 190 190 0 $14,580.59 ( .
SUPERBUY HNY OAT MIX ALMD 180Z a STOCKED | C: MRP 190 190 0 $13,440.68 3, £ F rozen Food ‘ ategorles
APPLE JACKS 21.70Z v STOCKED MRP 190 190 0 $32,949.25 $32,9492{
KELLOGGS STWBERY SMART STA 14.7 @ MARKET MRP 0 0 0 $0.00 $0. ll" . . .
’ i L S ot * Optimizations revealed that shoppers
FIBER ONE CARAMEL DELIGHT 15.60Z v STOCKED MRP 190 190 [) $16,608.12 516,608, q
KASHI HONEY SUNSHINE 120Z 4 STOCKED MRP 190 190 0 $13,009.93 $13,009. SL . .
et FrosTE oy 602 frevey e I 000 sool] wanted more va nety in some sub-
< I D

categories and less in others.

SKU Optimization efforts helped to
realign appropriate mix
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Manage prices across full lifecycle for category,
competitive and loyalty goals

Develop Monitor
Pricing Price
Strategy Performance

Promotional Clearance
Pricing Pricing

Improve Price Perception

Across Oral Care category mass merchant
» Improved price perception
= Gross margin dollars 2.01%
= Unit volume 1.02%
= Revenue 0.76%

s

Capitalizing on Shopper Insights

In category with flat growth mass merchant
identified brands that attracted high spend
shoppers and then used those brands to drive
additional volume in high-value shopper base
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Manage retail promotions with analytics built into
business processes

Define Negotiate Define Optimize Publish Reconcile
Promotional Vendor Promotions P

Promotions AT LG & Measure
Strategy Deals & Events Channels

Increased Revenue through
Ad Versioning

Pet supply retailer increased versions of
circular by 200%, driving additional sales

Analytics drive more
effective promotions

Mass merchant in Mexico had 45M pesos of
incremental sales over 5 months based on
analytics

B) DemandTec
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Gain visibility across merchandising ac

tions

Werchandising 112011 - 412011
Public Calendar oS [ Price Change [ Promoton (] Markdown
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SKUDwsonWeek Fiancils > 0000200072 - MEN' TOLETRI|| ol ol 1607752 s315,798477
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Metrics
[¥] volume (] Revenue [¥] Margin [_] Other Volume Revenue Margin ® Temget Forecast
» Locations Target Forecast Target Forecast Target Forecast Markdown 00000 sz 16000
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Forecast and Financial Tracking
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Price Chopper Supermarkets corporate overview

= Regional supermarket 131 stores
and growing

P

= Operating in 6 states Ch°ppg$

» Headquartered in upstate NY

* Privately held corporation with the employees owning over
50% of the stock

= 80 years in business

= Best in Fresh and Low Prices

B) DemandTec
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Business challenge

= Large number of nanotechnology companies are relocating
to Albany

= New competition is following this growth into the area

 Historically, two major retailers in Aloany market — promotional and
EDLP

* Now there are a lot of new competitors in the market

* Needed to get more competitive on everyday prices

= Needed a new process to help us effectively compete in this
new environment

= Grow corporate brand

DemandTec Confidential 23 E DemandTec®
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DemandTec products used by Price Chopper

= DemandTec Price Optimization
* Acquired 3 years ago
- Evaluated last year
 Renewed last year

= Roll out

 Piloted with 5 categories, which performed as predicted
« Evaluated with profit goal, testing accuracy of the tool

» Able to reduce prices and achieve profit goals

= Updating Image list based on elasticity
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Lessons learned

= Technology is not enough

* Need the right skills to leverage the technology

0 pricing coordinators partnered with merchandizing category
managers

= Need the right processes in place

» Meet with Category Managers to collaborate on best pricing strategies
for the category

» Coordinators run different scenarios and review options and tradeoffs
with category managers

= Must manage change

* Prove success in key categories

B] DemandTec
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Value realized from DemandTec

* We think we know our business, but the science helps us better understand
our customers

Able to evaluate and compare scenarios
* Reduce a significant amount of retails
* Protect sales and profitability
* Protect corporate brands
« Enable categories to work in alignment

- Enable departments to work in alignment

Better manage private label price tiering

Enlighten the merchandisers to competition and trends

Predict the results

Measure the results

Working with DemandTec E DemandTec

an IBM° Company
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Thank You For Attending This Webinar

You can download this presentation at:

http://rtou.ch/MerchMktgWeb

‘ #MerchMkig
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