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After multiple quarters of sustained growth, the e-tailing industry shrank in
the first two quarters of CY16...

Key Takeaways

= DIPP regulations restricting deep discounting and capping share of GMV from in-house sellers at 25%
responsible for lacklustre performance

* Investors stance of observing the market on valuation correction further created the need for disciplined cash
burn, creating a loop of slow growth

Indian E-tailing Industry Annualized GMV Run Rate
(For Each Quarter in Calendar Year, Pre-cancellation , USD Bn)
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Data Sources- Online e-tailing market data here is sourced from RedSeer e-tailing market reports from 2015 onwards. RedSeer tracks this market m-o-m using its proprietary
Integrated Research Approach™ . Offline market numbers are sourced from online reports of other companies
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...However, the last two quarters of the year have brought in cheer

Key Takeaways
= Strong festive performance puts industry on track for a CY16 GMV of USD 15 Bn- up from USD 13 Bn in CY15

» Festive Season (October) in 2016 vs 2015
o Gross GMV recorded in excess of USD 2 bn vs 1.5 bn in 2015- Driven by online only and exclusive
products across categories and strong addition of new customers
o Industry moving towards organic and sustainable growth- Higher return on marketing and more
diversified product sales mix vs 2015

Indian E-tailing Industry Annualized GMV Run Rate
(For Each Quarter in Calendar Year, Pre-cancellation , USD Bn)
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Data Sources- Online e-tailing market data here is sourced from RedSeer e-tailing market reports from 2015 onwards. RedSeer tracks this market m-o-m using its proprietary
Integrated Research Approach™
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Industry needs to dramatically accelerate addition of monthly online
shoppers to realize USD 80 Bn GMV by 2020

Key Takeaways

= E-Tailing GMV is expected to grow to ~80 Bn USD by 2020 driven by

o Small increases in AOV and monthly transactions per shopper
o More than 5X growth in unique monthly online e-tailing shoppers to 100 Mn- Which entails increasing the
% online shoppers amongst internet users from 5.5% currently to 16%, by 2020

» Increase in % online shoppers is an eminently realizable target- RedSeer research shows that most internet
users do not shop online because of infrastructural issues, most of which should be resolved by 2020

GMV Run Rate
(USD Bn)
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transactions per
shopper

Monthly Online
Shoppers (Mn)
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Data Sources- Online e-tailing market data here is sourced from RedSeer e-tailing market reports from 2015 onwards. RedSeer tracks this market m-o-m using its proprietary

Integrated Research Approach™
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Market is still largely driven by mobile phones, but focus is increasing on

other categories

@ >50%  2050% @ 5%-20% @ <5%

Categories Share of

online GMV  Penetration

Future Growth

Key Takeaways

E'D Mobiles ‘

Prospects

Historical growth propelled by exclusives
Growth is slowing down as online
penetration increases to >25%

Fashion

Expected to be fastest growing category
and account for 35+% online GMV by 2020
Verticals expected to have a strong play

ﬂ
Large
Appliances

EMI schemes and exclusives along with
continuously expanding supply chains are
driving growth

9. Furiture and
H Home

Remains a slow growth story, especially in
furniture, even with <2% online penetration
Verticals expected to have a strong play

NSB,  vcGina.

w Grocery

Still in very initial stages and has <1% online
share, with pilot programs across cities
Expected to be a focus sector in future

ri Others

Data Sources- RedSeer’s Integrated Research Approach™

Books market is saturating
Limited growth seen in other niche
categories
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Delivery speeds have become faster and more consistent- reflecting
growing supply chain maturity

Key Takeaways

* Increased maturity of e-commerce supply chains reflected in improvement in industry delivery speeds
and convergence between fastest and slowest e-tailer speeds

= Improvements in speeds driven by greater control on delivery process through:
o Increased % deliveries handled by captive logistics arms (eKart for Flipkart, ATS for Amazon etc.)
o Growing investments in warehouses to enable higher share of warehouse-fulfilled orders

Order to Delivery (O2D) Time for e-tailers Captive Delivery Share (%)
(In Days) (% of all India e-tailing shipments)
Pan India —
Figures 4.8 4.7 _1 51% 63%
o™o0
2015 2016

Deviation in O2D time between fastest and

slowest e-tailers (%)
Warehouse Order Share (%)

(% of all India e-tailing orders)

56%

54%

\4

62%

2015 2016
2015 2016
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Customers also report relative satisfaction with delivery experience- but are
unhappy with customer support

Key Takeaways

= While consumers are largely pleased with ‘delivery experience’, ‘customer support experience’ is a major
pain point- and a current focus area of e-tailers

= ‘Lack of product variety’ as a key pain point reflects the challenges faced by customers in searching for
desired products online- a key improvement area for e-tailers if they are to onboard the next wave of digital

shoppers
Consumer Satisfaction Across the Online Buying Journey
(Q2 2016, in %)
Browsing Ordering Delivery
o o o
Parameter-> Product Variety Price Web & App Delivery Customer
and Availability Competitiveness Browsing Experience Support
Experience Experience

Consumer
Satisfaction Score 25% 25%
(In NPS Terms) ->

Data Sources- RedSeer surveys of 3000+ consumers on a monthly basis
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Unit economics is improving, driven by both revenue and cost side
improvements

Key Takeaways

= Revenue improvements- Increased seller monetization revenues and higher marketplace commissions

= Cost improvements- Drop in both discounting/advertising expenses along with a fall in supply chain costs,
driven by investments in supply chain efficiencies and use of alternate supply chain channels

* Players have already started becoming contribution margin positive in 2016 - cash flow positive situation
expected 2018 onwards

Cash burn levels for e-tailers
ﬂ ( PgLBCOT_pO"\(;nIt ) (% India e-tailing sector NMV)
as % Booking Value
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Flipkart remains the overall leader on our E-tailer leadership Index- which is
assessed on 30+ parameters every quarter

Key Takeaways B Q32016 October 2016

» Flipkart continues to lead the index in the second iteration as well

= Its performance has improved g-o0-q to displace Amazon on ‘ great experience’ - Driven by focus on delivery,
customer support and web/app experience

® Most Trusted Brand mBest Value Great Experience
Flipkart § ) 23 25 s 97 | 97
amazon.in | 21 25 . 95 94
7 24 [NNSSAZE S 71
10 YT — — — — — — — 75
@ SHOPCLUES: E 220 [ 32 R . 58 | 59
ebay E 24 S0 B 55
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eBay improved its previous position from previous iteration, but still lagged
the industry average

Customer Experience KPI eBay Relative Performance vs industry Key Takeaways

(ELD)

<4—= Laggard === Leader =——p

* All horizontal e-tailers have extensive product listings
with very little differentiation

Product Variety,
Availability and Quality

» All e-tailers are priced very close

Pricing & Discount » eBay ranked above Shopclues — nearest competitor

Web and App Experience - eBay offers a comparable user experience as its

competitors
* App experience is better than web experience

Forward Delivery Speeds Better perception in delivery vs. Shopclues

» Performance comparable to Snapdeal, and better than
Shopclues

.“ Post-Delivery Experience

Overall Consumer NPS Lowest customer NPS across competitors
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eBay achieves its highest NPS with customers in Metro and 25-34 age group

By City Tier

> NPS Score I Better than avg. Sameasavg. [ Less than avg.

Industry eBay

» Par performance on all metrics, except post-delivery experience

* Does well on app experience, but needs improvement on web experience
* Overall improvement required on post-delivery experience

By Age Group

18 to 24

» Best performance in app experience, and par performance on other
25to 34 parameters

» Does well on product availability and web experience, but post-delivery
35+ experience needs improvement

RedSeer Analysis Red Consulting | 11



Overall industry scores have been improving gradually: Q3 vs. Q2

B up from Q2 Sameas Q2 [l Down from Q2

Key Takeaways

= The industry has moved upward over the last two quarter, (reflected in the higher NPS score), but has
suffered from increased customer expectations

= Q3 NPS metrics were impacted in the short-term by the Great Indian Festive Sale (GIFS), held over a 5-day
period in October

— 29% 25%
17% —Industry NPS

ELI 1 ELI 2 ELI3

e O

Rationale

» Gained from an already strong position to retain top spot; increase in Brand
Recall metric & a slight decline in Delivery Time, usually the case with GIFS

Closed second with large gains in all parameters; high marketing spend
resulted in a upward tick with gains in Brand Recall & highest industry NPS

* Most improved e-tailer with significant gains in Overall Experience and a
marginal gain in NPS

» Rebranding & marketing spend had a positive impact on Brand Recall which
explains the higher October score, but unable to service demand effectively

1l -

0 * Maintained previous position; upward tick in Post Delivery Experience
cancelled out by downward movement of Brand Recall

eb * Maintained previous position with slight reduction in Experience and an
y upward movement in NPS
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Flexible in Approach, Firm on Results >

Thank You !

query@redseerconsulting.com

Bangalore Office: Mumbai Office: Delhi Office:

#898 2nd Floor 80 ft Road 25/b 4th Floor Inhwa Business Centre
Koramangala 6th Block Usha Sadan Ground Floor, Iris Tech Park
Bangalore - 560095 Near Colaba PO, Colaba Sohna Road, Gurgaon,
Phone No. 080 4911 7888 Mumbai - 400005 India - 122002
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