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After slowing down for 3 years, flat personal luxury goods
market in 2016, amidst growing uncertainty and volatility

GLOBAL PERSONAL LUXURY GOODS MARKET TREND (1994-2016E|€B)
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After growing only thanks to Chinese for years, the industry
in 2016 has been impacted by their trend across markets

GLOBAL PERSONAL LUXURY GOODS EVOLUTION (€B)
2012-2016E BY NATIONALITY 2015-2016E BY REGION
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~2%

P Total personal luxury goods market slightly
contracting in the 2012-15 period if
excluding spending of Chinese consumers
r Chinese consumers' spending reduction
has led to stagnation in 2016

2015 2016E
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Polish Personal Luxury Goods market reaching 0,3B€ in
2016E, showing certain dynamism in recent years

PERSONAL LUXURY GOODS MARKET PERSONAL LUXURY GOODS MARKET
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"Poland is experiencing a Other
dynamic period since 2014,
after few lethargic years" Beanty
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The Polish market is accelerating on sound fundamentals
and supportive trends on demand and supply side

Sownd marlet Growmﬂ Aemand. . . . and SW/L(?.
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o Steady economic growth e Growing interest for e Increasing international

e A large population with international luxury luxury brands’

growing disposable brands penetration with evolving
income and consumer e Evolving consumer format ahnd business model
expenditure profiles embracing a approac
« Increasing international broader IL!xur_y o Expansion of the luxury
touristic flows. Warsaw consumption in terms of real estate
14 -
the main destination brands,_styles and infrastructure
categories
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The Polish market is accelerating on sound fundamentals
and supportive trends on demand and supply side

Lownd marteet

fundamentals

&
111

o Steady economic growth

e A large population with
growing disposable
income and consumer
expenditure

e Increasing international
touristic flows, Warsaw
the main destination

—
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Poland is one of the biggest European economies and
among fastest growing ones since 2013

ﬁ

EUROPEAN COUNTRIES GDP (2015 | €B)

XX 2015 GDP Value (B€)

GDP CAGR '13-'15
(in local currency)

~1.200
Higher GDP growth ﬂ
Lower GDP growth/
decline

~180 ~1.100

~180
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Poland disposable income per capita higher than Eastern

Europe avg. and growing more than Russia and Czech Rep.
|

DISPOSABLE INCOME PER CAPITA BY COUNTRY (2015 | €K)
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International tourism experiencing positive trend in the
country, Warsaw the main destination also for locals

POLAND INTERNATIONAL TAX FREE CONSUMPTION TREND
TOURISTS ARRIVALS (2010-2015F) (JAN-SEPT 2016 | %)
20M-
CAGR +5%
15+ -10%
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-4%%0
9% v
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S5 -1
-21% -20%
-21% 1195 283
1%
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4%
e International tourism in Poland growing at 5%
CAGR 10-15F, Warsaw the most attractive city
- In 2015 4,2M tourists visited Warsaw, of which 1M e Poland among the few countries in Europe
shopping tourists, especially Asian recording a positive tax free sales growth in
e Also domestic tourism plays an important role, last months (+7%), together with UK, Norway,

especially on the capital Warsaw Spain and Greece
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The Polish market is accelerating on sound fundamentals
and supportive trends on demand and supply side

Qrowi/n@ Aemand . ..
(consumer Trends)

4

e Growing interest for
international luxury
brands

e Evolving consumer
profiles embracing a
broader luxury
consumption in terms of
brands, styles and
categories

—
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There are 7 key segments to describe worldwide luxury
consumers

Conservative Opinionated Disillusioned Hedonist
/W %:»74 / krnow 12/ /m so over 127 / tove 1Z/

. . These are mature consumers, These shoppers are infatuated
maz-:se; Z:fgves’;;vgturei:ntgo th H;% /yyyi%%catgﬁlsGﬁgeer afgggrx started to be detached vs. with luxury goods and the
men and womenpg'he); favor leather go%l;s a'nd wgtches luxury and looking for luxury shopping experience.

watches and jewelry from big- and are highly aware of the p md;’Cts le'om d/ffergnt bTh eg 7ave d hcllgh aff;n/ ?/tzor'
name brands. differences between brands segments and/or experiences ranhd logos and mucn or their
rather than goods purchasing is in accessories

Omnivore Wannabe Investor
/[ wan? 1z all’ / Aesire 12 /Cs worthy 7 / W 'z
These shoppers are typically These predominantly female These shoppers pay the
new entrants to luxury, on shoppers look for entry-level greatest attention to the
average younger than the other items in beauty and shoes, quality and durability of luxury
clusters, they have high valuing affordability, and highly materials. They favor long-
willingness to experiment with likely to mix and match outside lasting leather goods and

products and brands of the luxury spectrum watches
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The relative weight of individual consumer clusters varies
across regions - E. European more skewed to Wannabe

TRUE LUXURY CONSUMERS BY NATIONALITY AND CLUSTER (M PEOPLE)

TOT Top cluster among Middle Eastern but
~150M people also very relevant in Japan and in mature
- markets where discretionary spending is
more cautiously allocated
100%

Top cluster for Eastern European but also
relevant among less wealthy Western

80- European and North Americans

Top cluster for Chinese representing
almost half of the Omnivore segment

601 worldwide

The most "global"” segment, showing a
404 consistent weight across nationalities
Top or 2" top cluster in mature markets
where consumers have been exposed to
20 luxury for long

2nd top cluster for Chinese also relevantly
represented in mature markets but on
average by older generations

Overall the largest cluster worldwide,
but ranks first only in Europe and Japan
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Eastern Europeans represent a luxury enthusiastic

consumer group!

Lw;cwm,; conSumers zévv,; cluster

Hedonist B Disillusioned Bl investor B cConservative
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B omnivore
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Conservative Hedonist  Opinionated

Concentralion tndex vs. \géozévwé averadge

20%

3%

-2%
-4%

-7% -7%

Beharviors and Habitc

e Wannabe most relevant cluster, strongly above

global average at the expense of especially
Opinionated and Disillusioned, confirming an
enthusiastic and aspirational luxury
community

- Overall appreciate logo and visible, recognizable
items

- Appreciate rich product content
- Colors are key from fabric from RTW to gemstones
- Still looking for total look of preferred brands

Different stylistic attitudes between men and
women

- Women like dressing up without any particular occasion
while men preferred casual/sporty looks

e Younger generations are more brand aware

and more sophisticated when showing an
international profile (e.g. studied/worked
abroad)

e Very different attitude to luxury between old

rich (e.g. regime heirs) and new rich

This information is confidential and was prepared by Bain & Company solely for the use of our client; it is not to be relied on by any 3rd party without Bain's prior written consent
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Polish consumers confirm price sensitivity, but show higher
fashion consciousness yet unevenly within the country .

----------------------------------------------------------------------------------------------------------------------
. .
»,

luxury consumers [...] they favor fast fashion/mass and
¢ Culturally rooted value for accessible brands and are sensitive to brands and

mohney fashion players promotion activities”

 More sensitive to brand .. Head of distribution, Luxury brand. i
promotional activities

-----------------------------------------------------------------------------------------------------------------------
.
o o,

e More fashion-oriented

customers prefer rich items, |[...] streetwear style

05 0% %%
3 SN

: FHOWROAROK
fashionable among men [...] leather goods very Fhan other consumer It FUHOK HOOK
strong selling category” in center/eastern Europe,

especially on men's

. {"Warsaw only true luxury center [...] Poznan high level
* Very _po_larl_zed level of i customers prefer to shop in Warsaw because of larger
sophistication and :

offer”
consumption traits

between Warsaw citizens

Executive, Luxury brand
and those from other cities

-
g »
----------------------------------------------------------------------------------------------------------------------
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The Polish market is accelerating on sound fundamentals
and supportive trends on demand and supply side

o
b+

e Increasing international
luxury brands’
penetration with evolving
format and business model
approach

e Expansion of the luxury
real estate
infrastructure

This
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Many international luxury brands still distributed only
through multibrand, yet monobrand gaining share

’—
+
INTERNATIONAL BRANDS PRESENCE IN POLAND (EXAMPLES)

MULTIBRAND ONLY ALT0 MONOBRAND
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Although most stores are operated through franchise
agreements, growing interest for direct management

MONOBRAND BUSINESS MODELS PERFORMANCE COMPARISON
(COMPARABLE BRANDS)

Q P Model diffusion R ‘
Low High

.In-store activities

Brand image

CRM

Performance monitoring

ssorment

Salesforce effectiveness

Franchising store Directly managed store

"Our franchising store in Poland is performing very
well recently and we are thinking to expand our
presence in the country with the same partner”

Executive, Luxury brand

"Several brands are currently discussing about a
direct entrance in the market in the next 2-3 years,
and some others are thinking to switch from an
indirect business model to a direct one”

"We exited the Polish market due to misalignment Executive, Mall management company
with our local partner”

Head of distribution, Luxury brand
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Warsaw concentrates ~40% of Poland monobrand stores,
Accessible brands the most distributed (~50%)

+
LUXURY MONOBRAND STORES BY
POLQ V\/O{ CITY (2016 | #)
GDYNIA.
o
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R I . P N WS VA SR
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EXAMPLES OF BRAND BY
. WARSAW MONOBRAND STORES (2016 | #)
WROKLAW LODZ
) LUBLIN B Absolute
CZESTOCHOWA . IAspirational
) @KIELCE Accessible
Premium
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Growing and evolving distribution footprint in the country,
focused on apparel, Accessible brands mainly in malls

+
MONOBRAND BY BRAND CURRENT MONOBRAND FOOTPRINT
TYPE (2010-2016 | #) SEGMENTATION (2016 | #)
Harc Absolute L:_tlet 7
New entrants ///K///k/%
_ Gdynia
Katowice
\‘:::i::_ Accessible roznen
§ Focus
Rationalized \1, L nexl
sh’a{%
2010 2016 By product By brand By store format — |
category positioning

e Substantial brands redistribution in Poland between 2010 and 2016, with several new entrants
- Significant rationalization mainly by accessible apparel brands (e.g. Hugo Boss)
- A number of new entrants, such as Louis Vuitton and Bottega Veneta

e Local arena still exposed to Accessible apparel brands
e Limited format variation with presence concentrated in malls
e Warsaw concentrating 40% of total international luxury brands' stores in the country

This information is confidential and was prepared by Bain & Company solely for the use of our client; it is not to be relied on by any 3rd party without Bain's prior written consent MIL 161123 Warsaw - luxury brands' ... 22 ‘ 4 )



Aspirational and Absolute luxury brands concentrated in

Warsaw, especially in the Three Crosses Square area
WARSAW LUXURY MONOBRAND LOCATIONS POLAND LUXURY MONOBRAN! +
(2016 | #) - POSITIONING BY CITY (2016 | #)

\ e« Three Crosses Square and near
ﬁ CH Klif ) centrum is main Warsaw Luxury shopping {
v § area, top location for accessible brands

e Vitkac main mall of the area, distributes
absolute and aspirational brands

e Other malls under construction, such as
i Cedet and Ethos

Muzeum

il Frygeryka Chopina
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Marszatkowska 2\

edet N
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hal squares Za-Smi¢
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Mokots i | E ot Warsaw Poznan Katowice Gdynia Others
634 Mokotov Fz Fashion .:u E Mall
House ﬁ —
Chopin - T Mall under
ﬂ . P - construction
Airport Piaseczno j
. Outlet Center
Airport
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Warsaw still at early stage of "luxury development”,
whose progress is facilitated by (still) ‘cheap' real estate

INDEXED MONOBRAND STORES BY MONOBRAND STORES BY CITY
CITY (2016 | #) (2016 | #)

Praque Warsam
200
— ;z 7 L /\ -

+

100 100
60
remium
Premium
War<aw ?ra@w

e Prague more penetrated than Warsaw, yet
slowing down in terms of new openings in
recent years

e Warsaw accelerating in last 2/3 years, * \I;\;a:‘;saai:l' zgm?:rfcilatlori?-la;i?te still “at a

starting to catch up vs. Prague, already
broader presence of premium brands
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...representing only one of the elements driving growing
interest from the international luxury brands

........................................................................................................................................................................................................................................
""""

“"Our franchising store in Poland is

: performing very well recently and we
are thinking to expand our presence
in the country with the same partner”

Executive, Luxury brand

"Poland is experiencing a dynamic
period since 2014, after few
lethargic years"”

Executive, Luxury brand
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""""
-

"Warsaw is the true luxury center of "A few years ago there was no space
Poland, main destination of both local ~ : : in Poland for a brand like ours, today
and international tourists” interesting locations are emerging”

Executive, Luxury brand Executive, Luxury brand
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: "Polish luxury consumers are ever
: more sophisticated and fashion
conscious”

Executive, Luxury brand
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The Polish market is accelerating on sound fundamentals
and supportive trends on demand and supply side...

Sownd marlet Growmﬂ Aemand. . . . and SW
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. maleing Warsam, lucury brands new Ae<tination
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