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COVID-19 - THE CATALYST FOR CHANGE

IS THE END IN SIGHT?

COVID-19 has changed everything. Consumers are challenged by
constantly evolving scenarios of how to live, work and socialize.

This has driven new needs and demand patterns in every phase of
the crisis. The constant flux is here to stay, at least in the short term.

This crisis has several stages, starting with Panic, moving to Adapt,
then to Recovery - or what GfK and many other commentators
are calling the “new normal”. In our current phase, plans are

in place across the world for a gradual and phased lifting of the
lockdown. That’s why this report is titled “Pilot” as we actively
navigate towards the future, just like a ship’s captain piloting his
vessel to land after an extended time at sea.

Focus on Focus on
urgent needs: postponed
Office@home, purchases:
Eat@home Home appliances,
smartphones
We are here
Panic Adapt / store reopenings New normal
Focus on
in-home: Not business
Audio & video as usual, and
entertainment, in a negative
Play@home, economic
Eat@home environment

During the Panic phase, the urgency of meeting specific basic
needs is extremely high. Unlike usual shopping patterns, consumers
need to prioritize fast. Urgent purchases to survive in a new
reality come first, and everything else is postponed.

In the Adapt phase, consumers turn their attention to enhancing
the in-home experience - simply because they must stay in. There
is more consumption of media content through electronic devices,
be it games consoles, gaming notebooks, or streaming sticks.

In the Adapt phase, comes the reopening of stores - the next
milestone with the potential to change dynamics. For retailers, it is a
crucial time to attract customers, and there are many opportunities
for them to differentiate, be it with hygiene and security concepts,
the right product assortment, innovations, or promotions.

Early indicators from Germany, the first amongst Europe’s big
five markets to open shops, are that sales in physical stores have
increased significantly, pushing the market back to positive
growth. Loyalty towards well-known and trusted retailers has
been very visible throughout this crisis. During lockdown, the
online shops of these traditional retailers boomed. When they
reopened, we saw customers returning to their physical stores.

In tomorrow’s new normal, economic constraints and tight budgets
will impact all markets - including tech and durables. Consumers
want to return to how things were before, but attitudes are
moving in favor of increasing levels of online purchasing.
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COVID-19 - THE CATALYST FOR CHANGE

IMPACT ON TECH AND DURABLES REVENUES VARIES SIGNIFICANTLY BY COUNTRY

The economic impact of COVID-19 is currently the number
one concern in all major European countries according to

. But does it mean that the tech and durables
markets will collapse during the shutdowns in Europe?

Our shows that there is a clear line to
draw between Northern and Southern Europe. In fact, the markets
in both Germany and Great Britain are coping surprisingly well
with this crisis. Looking at performance in 2020 to May 3rd
(week 18), Great Britain and Germany are growing at a rate of
1.3% compared to the same period last year.

By comparison, the markets in Italy, Spain and France have
declined by -8% to -11% in the same period. A total decline
of -2% for these five major European markets combined is
perhaps not a shocking scenario, but it hints at uncertainties
as we move to the new normal.

In fact, some markets have grown. This is because
consumers’ urgent needs are forcing shifts in purchasing patterns,
and even creating additional demand in some cases.

Looking at the underlying reasons for changing consumer
behaviors, we can identify the different phases people have
endured during the crisis.

SALES PERFORMANCE COMPARED TO PRE-COVID-19 MARKET FORECAST

Sales growth
vs. pre-COVID-19
forecast

Pre-COVID-19
forecast

Sales growth vs. | Pre-COVID-19
forecast

pre-COVID-19 forecast

Sales growth
vs. pre-COVID-19
forecast

Pre-COVID-19
forecast

CW 1 - 18, 2020

(ending May 3rd)

Source: GfK Weekly
POS Market Intelligence

GfK Weekly POS Market Intelligence: technical consumer goods include: Telecom: Smartphones, headsets - IT: Mobile/Desk computing (excl. Media sticks/boxes), media tablets, monitors, keying devices, pointing devices - Office: Laser and inkjet printers -

Consumer Electronics (CE): TVs, audio home systems, soundbars - Major domestic appliances (MDA): Cooling and washing machines - Small domestic appliances (SDA): Vacuum cleaners, shavers, food preparation, dental care, hot beverage makers.



https://insights.gfk.com/gfk-covid-19-consumer-pulse-report?hsCtaTracking=921f2a6e-2ccd-45fd-a8fa-795da6ef2c0a%7C1fac8b70-297b-48fe-8fb0-4c5693140c92
https://insights.gfk.com/gfk-covid-19-consumer-pulse-report?hsCtaTracking=921f2a6e-2ccd-45fd-a8fa-795da6ef2c0a%7C1fac8b70-297b-48fe-8fb0-4c5693140c92
https://www.gfk.com/products/point-of-sales-tracking
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PANIC PHASE: PREPARE TO EAT AND WORK IN-HOME

[=] With urgent purchases taking priority, other products fell off the radar. It wasn't just the office that was moved into the home - eating at

m\ < > In Spain, 88% of consumers confirmed that their shopping habits changed, = home triggered reactions. In many countries, shoppers stockpiling
and half stated that this was a significant alteration (GfK Consumer Pulse). = FMCG goods and emptied supermarket shelves. People quickly ran

out of freezer storage capacity for the foods they'd stocked up on

Now While office and IT-related products saw peak in demand, products such in anticipation of hard times ahead. Hence, in weeks 10 to 12, sales
as washing machines, smartphones and even TVs often did not make it to of freezers rose 185% in value in Germany. In Great Britain, unit
tech and durables shopping lists. sales of freezers quadrupled, growing 317% in the same period.

) Shifting demand
OFFICE@QHOME: SECURING CONTINUITY OF WORKING AND LEARNING 297%

Store reopenings

Next 120%

61% 62% 68%
-~ z i W
About this report 2 [
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Desktop/AlO Mouse Keyboard Mobile PC Printer Monitor

Unit growth, EU5, CW 11 - 14, 2020

Source: GfK Weekly POS Market Intelligence >
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ADAPT PHASE: FOCUS ON IN-HOME EXPERIENCES

[=] Consumers have proven to be resilient and
ﬁ < > g creative during the lockdown. Prevented
from going out to restaurants, cinemas,
clubs and outdoor leisure activities, they @
Now turned to the tech and durables markets to
find other ways to make the best of a life

confined to home. Products that benefitted

ecss in this phase of adaptation are:
) Shifting demand Gaming@home: Style@home:
Consoles and gaming 4 Shavers and hair clippers kept
notebooks boom z N, consumers looking sharp in lockdown

Store reopenings P

\*~ L "

More details regarding this panic E A
Next and adapt phase can be found in \\ 7

this blog article and our S

webinar held on this topic.
About this report

.
#MasterTheCrisis AudioVideo@home: Cook@home:
Streaming sticks, Netflix subscriptions Food preparation devices
and even TVs in some countries like e.g. kitchen machines, hand blenders,
saw a rise in sales liguidizers post a comeback
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https://www.gfk.com/blog/how-retailers-can-adapt-to-changing-consumer-behavior
https://insights.gfk.com/gfk-webinar-consumer-trends-in-times-of-coronavirus?hsCtaTracking=7c538a6b-7d0e-4d19-9bd5-3eac3bca2e9e%7Cc596ba01-3712-4360-b099-10dce9cf4966
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INITIAL INSIGHTS ON STORE REOPENINGS IN GERMANY

[=] Now we enter a new period - the phased
. BACK TO THE SHOPS: GERMANS RETURN TO BUY IN-STORE
l E exit from lockdowns. The first market to

reopen stores up to 800sgm was Germany
in week 17 (April 20 - 26). All federal states

Now followed the next week.
80% <( l . ]

Long queues of people waiting to enter shops
suggested that consumers had missed buying
in-store, and of course, in the new normal

the shopping experience is different. How /‘\ TCG
have sales performed so far when only a 0% 7/—\ ~ growth
) Store reopenings limited number of customers can enter in \/_\/ Offline

L ) h
order to adhere to social distancing measures? growt

Retail sales (value EUR) for technical consumer goods (TCG), YoY growth % .

Shifting demand

40%

-40%

The reopening in Germany had a significant

Next
effect on certain elements of shopping -80% Reopening of stores week 17 W'
behavior, in particular, the channel mix and

About thi : assortment. Brick and mortar growth rates Calendar 10 11 12 13 14 15 16 17 18

out this repor . /A0 . week
Improved from . 64% durmg ful |OC!(dOWﬂ Source: GfK Weekly POS Market Intelligence
(week 16 = April 13 to 19) to -22% in week
#MasterTheCrisis 18 (April 27 to May 3)

The market saw positive growth in just a single week for the first time since lockdown!
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ENTERING THE NEXT STAGE

INITIAL INSIGHTS ON STORES REOPENING

When the stores did reopen in Germany,

IT and office products gained an edge over
other tech and durable product sectors.

For example, there was surging demand

for inkjet printers and traditional retail has
beaten sales YoY by 43%. This is surprising
because we've already recorded a significant
hike in demand for these products during
the lockdown. Clearly, the benefit of having
the product immediately was decisive. GfK
also believes that a state of urgency is visible.
Specific products may not have been available
online, or the delivery time was too long.

For the first time, big ticket items like TVs
experienced a substantial growth versus
last year for combined sales online and
offline, but it was traditional retail that
gave the key push in the recovery. This is

an example where consumers are making
purchases they had postponed - and
choosing to do that in physical stores where
they can see and experience the items.

THE IMPACT OF STORE REOPENINGS

Germany Index: 2019 average weekly turnover in EUR = 100 ‘
<([D W Start of lockdown in week 12
140%

_p(\/\ / a
100% / \ \\_// Telecom

60%

Calendar 10 11 12 13 14 15 16 17 18
week
- g
! TVs, EU5; CW 8 - 18, sales units weekly growth rate compared to PY . *ﬁv zl: ‘ ' ' '
Start of lockdown in week 12 ¢/ Retail reopening week 17/18 '/ +19%

Total

P . ‘
-3%
Trad. retail
8 9 10 11 12 13 14 15 16 17 18

Source: GfK Weekly POS Market Intelligence >
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ENTERING THE NEXT STAGE

LOYALTY PAYS: THE BREAKTHROUGH MOMENT FOR CLICK AND MORTAR

The striking finding from the analysis of
the lockdown period is that retailer loyal-
ty became highly visible. Many consumers
who usually would spend their money at
the brick and mortar retailers immediately
switched to their online stores when the
physical stores closed. We're calling this a
breakthrough moment for click and mortar.
Previously unseen triple digit growth rates
fundamentally changed the balance of
power in the lockdowned markets. This is
not a new trend, but COVID-19 accelerated
the dynamics unexpectedly.

What about e-commerce?

With the stores opening again, online
growth witnessed a drop of almost 10%
points, but still stands strong at 80%,
which is much higher than the pre-crisis
value. This suggests that a significant
portion of consumers are committed to
social distancing and will therefore stay
away from retail stores.

CHANGING DEMAND PATTERNS DURING LOCKDOWN

Key TCG
product
groups

Calendar
week

-
i ==
-wr 9

EU5; CW 8 - CW 18, 2020;
sales units weekly growth
rate compared to PY

+153%

Trad. retail
online shops

+44%

Pure players

-50%
Traditional
retail only

14 15 16 17 18

Source: GfK Weekly POS Market Intelligence
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TOWARDS THE NEW NORMAL

CONSUMER EXPECTATION ON PURCHASE CHANNELS AFTER LOCKDOWN

The new normal is the phrase we use to describe the disruptions
we all face almost daily, but it is important to recognize that
we can never go back to what used to be considered “normal’.
We will be living with the threat of the Coronavirus until a
vaccination or cure is available.

Therefore, we need to continue to monitor consumer behavior
so that all sectors - including tech and durables - can evolve

to meet their changing behaviors and demand patterns. Among
the major economies, to date only Germany has reopened stores.

From our weekly consumer surveys, we are seeing that
respondents expect their shopping preferences to return
to a similar level compared to the pre-crisis status.

However, there remains a slightly increased preference in some
markets for online shopping options. In particular, markets with
lower online affinity like Italy and Spain are exhibiting a growing
preference for e-commerce after the crisis. A good example is in
home appliances in Italy. Pre-crisis, only 13% stated that online

was their preferred purchase channel; after lockdown, 18% said
that the online channel will be their preferred purchasing option.

MAIN POINT OF SHOPPING - ONLINE

Purchasers of this type of product before / intenders to purchase it after the lockdown, in %, EU5

Consumer Major domestic
electronics appliances

. 34
(o] -

Before
lockdown J

AN
After

lockdown 36% ' 27% ' '

" O® ece ..
5
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TOWARDS THE NEW NORMAL

LATEST DEVELOPMENTS IN CHINA AND EUROPE

China is the only reference point to understand what a new
normal can be like for the tech and durable markets.

We saw the following:

= Traditional retailers experienced difficult times - and even
after the strict measures had ended, those retailers could
not return to their pre-crisis business levels.

= The recovery has been slow and convoluted - indicating
that consumers have still tried to avoid physical stores.

Comparing China with European countries has its limitations.
Online sales shares are much higher and cultural and economic
factors make like-for-like analysis challenging. Affluent countries
like Germany or Great Britain, for instance, didn’t see an immediate
collapse in demand. For those consumers fortunate to be in
full-time work, cancelled vacations and limited options to socialize
has freed up significant budgets that can be spent elsewhere.

So, it may not come as a surprise that German traditional retail is
recovering faster in terms of sales compared to China’s experience
to date. Online affinity for many products is still considerably
smaller in Germany and as analysis of the sales figures has shown,
the physical retail experience is valued in many purchase journeys.

A LONG ROAD AHEAD
TCG China vs. Germany growth PY % (value in €), CW 2 - 18

W \ DE Store reopening
in week 17/18
\

Offline sales

L *

\

\

Lockdown

Source: GfK Weekly POS Market Intelligence
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TOWARDS THE NEW NORMAL

WHAT'S NEXT?

What can we expect in Europe as the lockdowns begin to be
lifted, which is happening now? The experience in Germany
to date seems to point to the real possibility of a sustainable
recovery phase for the brick and mortar retailers.

However, recovering from a very negative market does not
guarantee business success. Some sectors which suffered
significant losses during lockdown could see real returns from
brick and mortar retailers: From smartphones to major domestic
appliances, there are multiple examples of products that
shoppers prefer to experience first-hand in-store.

Still sales dynamics from the reopened shops in Germany
indicate that whatever sold well online during the
shutdowns remains high in demand in-store now.

Retailers can benefit from this opportunity as well as focus on
converting postponed sales too.

)
Ala
M N4

Before
lockdown

After
lockdown

Consumer Major domestic
electronics appliances

29% 36%

Source: GfK Consumer Pulse
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TECH AND DURABLES HAVE DELIVERED DURING LOCKDOWN

Based on the success that online shops of physical retailers have enjoyed,
it's clear that omnichannel offerings have become more important than
ever. Offering seamless experiences and service is the guaranteed route
for retailers to secure their business. More importantly, it addresses

th<dem

Now customers’ needs and wants to purchase from their retailer of choice at
any time and from any channel.
. The economic outlook is challenging and will intensify the pressure on
Shifting demand

prices. We anticipate a lower appetite to buy for the remainder of 2020.
The magnitude of the decline of consumer climate outstrips the one in
2008/2009, and these impacts will be felt far and wide. Infection relapse

Store reopenings scenarios and new lockdowns may further worsen the economic situation.

) Next
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GfK CONSUMER CLIMATE INDEX DURING THE 2008 FINANCIAL CRISIS AND THE 2020 CORONAVIRUS CRISIS

Technology has offered respite - and can continue to in the future
Looking on the positive side, if this disruption is over soon, demand
may stabilize on somewhat lower levels and consumer confidence
return when the future economic situation looks brighter.

Technology has offered consumers very valuable solutions to cope
during the crisis - helping families manage the severe restrictions of
life at home during lockdown, from studying and working to eating,
exercising, keeping in touch and entertainment. With so many
products seeing an uplift in sales - there are many opportunities to
secure a future relevance for the tech and durables market.

s \
-
"Illll',
s
%

About this report %\
2020 15t Coronavirus case ””””"’Q\/\v/\ >
Coronavirus crisis in Bavaria January 28 '-__“
. e 2008 Lehman bankruptcy“"“_ Source: GfK Consumer
#MasterTheCrisis financial crisis September 15 ey 1 Climate Index; * Prognosis
11-2019 12-2019 01-2020 02-2020 03-2020 04-2020 05-2020!
07-2008 08-2008 09-2008 10-2008 11-2008 12-2008
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NOW MORE THAN EVER, YOU NEED TIMELY AND ACCURATE DATA

[=] GfK Consumer Pulse
l < > E Our weekly Consumer Pulse report is available in 30 markets and gives

you insights into consumer attitudes, behavior, purchase intent, media
® consumption, and more. We help you understand what impacts demand
for your goods and services, as well as which sectors and channels present
risks and which offer opportunities so that you can respond with confidence
v

and emerge from the crisis stronger, better positioned, and closer to your
customers than before.

Now

Shifting demand

GfK Market Intelligence

Our Point of Sales (POS) Intelligence reveals week-by-week what is selling,
where, when and for how much. Provided by models, brands, prices and
channels, these fact-based insights will help you accelerate your tactical

GfK’s insights combined with our expertise developed over decision-making for production and sales management.
Next many years, plus advanced analytics and the latest data
analysis techniques, can guide your decisions so you can
take control, mitigate risks and secure business results.

Store reopenings

Our Distribution and Supply Chain Insights provides an accurate weekly
view of the entire supply chain including distribution and product data

as well as direct sales.

) About this report This report is based on facts and insights drawn from our

extensive and ongoing research on consumer sentiment,

Combined, these solutions will give you the latest information on the entire
supply chain, what distributors are selling to retailers, and what retailers are

et shopping behavior, retail markets and channel dynamics i
#MasterTheCrisis HIEE [ selling to consumers - exactly what you need to successfully manage
disruption now and next. on our website and register for our free
Author: Norbert Herzog, norbert.herzog@gfk.com weekly

About GfK - Extracting the signals from the noise

In a world of data overflow, disruption and misuse, picking up the right “signal from noise” is key to win. We at GfK are the trusted partner and have more than 85 years of experience in combining data and science to help you make the right business decisions.

Together with our attention to detail and advanced Augmented Intelligence, we provide you with world-class analytics that delivers not just descriptive data but actionable recommendations always-on at your fingertips. As a result, you can make key business
decisions with confidence which help you drive sales, organizational and marketing effectiveness. That's why we promise to you “Growth from Knowledge”. For more information, please visit www.gfk.com or follow GfK on Twitter www.twitter.com/GfK. © GfK 2020 | 13
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