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US QUARTERLY RETAIL E-COMMERGE SALES: 4015

E-COMMERCE SALES GREW BY 11.2% IN 4Q15

* In the fourth quarter of 2015, US online retail sales
(excluding auction sites, event tickets and nonretail N
travel) made via desktops and mobile devices rose . ,
by 11.2% year over year, to $88.1 billion, according "SRR r7
to comScore.

+ Total online spending rose by 9.9%, to $127.3 billion. - )

Figure 1. US E-Commerce Retail Sales and US E-Commerce Retail Sales as a Percent of Total US Retail
Sales, by Quarter: 1Q14-4Q15 (USD Bil.)
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Source: comScore/US Census Bureau

comScore’s quarterly e-commerce data include sales for retail desktop and mobile (smartphone and tablet)
transactions (excluding auction site, event ticket and nonretail travel transactions).

4Q15 RECAP

Despite a challenging environment that was marked by unseasonably warm weather, economic uncertainty
and a shift in spending toward services, consumers did not pull back as much as retailers had feared they
would during the holidays and fourth quarter. Overall, US retail sales (online and offline, excluding autos)
were up 1.3% compared to the year-ago quarter, according to the US Census Bureau’s quarterly retail sales
report.

December retail sales detracted from quarterly gains, unexpectedly decreasing by 0.2% (seasonally
adjusted) month over month. According to the US Department of Commerce, December sales were weighed
down by a 1.6% decline in electronics and appliance store sales and a 0.3% decline in clothing store sales.
Online sales slipped by 0.3% in the month. We believe this was driven by consumers doing more of their
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holiday shopping earlier in the quarter (retailers started discounting earlier due to an elongated holiday
season, as Hanukkah began 10 days earlier in 2015 than it did in 2014) and by retailers’ need to keep
inventories low due to the deflationary atmosphere.

Sales in November led fourth-quarter growth. According to the Department of Commerce, November sales
were up 0.5% (seasonally adjusted) month over month and up 3.0% (unadjusted) year over year. A closer
look at the numbers reveals that, although fewer dollars came in than had been expected, demand was
actually up. In fact, unit volume was up. The price index generated by the US Bureau of Economic Analysis
shows that retail prices were 2.9% lower in November 2015 than they were in November 2014. Consumers
received great values during the month, and overall buying attitudes toward retail were positive.

Holiday sales in 2015, including online sales, increased by 3%, to $626.1 billion, according to the National
Retail Federation (NRF). Nonstore retail sales (online, mobile and catalog) grew by 9%, to $105 billion, over
the period.

E-commerce sales growth outpaced that of the brick-and-mortar channel over the holiday period. From
Thanksgiving weekend through Cyber Monday, e-commerce sales were up 20%, whereas brick-and-mortar
sales were down 10%, according to MasterCard Advisors’ SpendingPulse. Retailers’ promotional strategies,
such as online discounts and free shipping, contributed to a 26% increase in online sales over the
Thanksgiving weekend, according to IBM. In contrast, foot traffic fell by 6.4% in November and December,
according to RetailMetrix.

During the fourth quarter, online retail sales continued to grow as a share of total retail sales, accounting for
7.5% of total sales, up from 6.6% in the year-ago quarter. E-commerce sales (excluding nonretail categories)
increased by 11.2% year over year, to $88.1 billion.

Mobile devices were a key driver of growth; sales made via smartphones and tablets grew by 41% and 46%,
respectively, year over year in the quarter. Mobile commerce (m-commerce) has grown its share of total
digital commerce dollars: mobile’s 19.2% share in the fourth quarter of 2015 was 620 basis points higher
than its share in the same quarter in 2014.

According to comScore, e-commerce sales for 2015 totaled approximately $341.7 billion, an increase of
14.6% over the prior year, while total retail sales increased by 1.4% over the prior year. The positive e-
commerce results were seen across many categories.

THE 4Q15 RUNDOWN BY CATEGORY

Figure 2. E-Commerce Sales, by Category: YoY % Change (4Q15)

Total Excl. Auctions, Event Tickets and Travel

Video Games, Consoles & Accessories 37.6%

Sports & Fitness 35.3%
Toys & Hobbies
Jewelry & Watches
Furniture, Appliances & Equipment

Apparel & Accessories 14.5%
; T T T )
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Source: comScore/FBIC Global Retail & Technology
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* In the fourth quarter, e-commerce (including m-commerce) retail spending increased by 11.2% year over
year, to $88.1 billion, excluding auction sites, event tickets and travel.

Figure 3. US Online Retail Sales: Rising and Falling Categories in 4Q15

Apparel and accessories sales grew by 14.5% year over year in the fourth quarter, to
$17.2 billion. The category accounted for the highest dollar spend of all comScore
categories. Men’s athletic footwear saw a strong surge, with sales up in the mid-teens;
Under Armour reported that its footwear sales were up 95% in the quarter, to $166.9
million.

Furniture, appliance and equipment sales rose by 22.9% year over year, to $3.1 billion.
Furniture sales were generally driven by millennials as they formed their own
households, according to Sarah Quinlan, Head of Market Insights for MasterCard
Advisors.

Video game, console and accessories sales were up 37.6% year over year, to $3.8
billion. According to GameStop, growth was driven by PlayStation 4 and Xbox One
consoles, led by titles such as LEGO Dimensions, Assassin’s Creed Syndicate and Halo 5:
Guardians.

Sports and fitness saw further strong growth, with sales up 35.3% year over year, to
$1.9 billion.

Books and magazines grew by just 3.4%, to $2.3 billion, during the quarter. The slow
growth likely reflected consumer adoption of tablet and mobile devices to purchase
reading materials.

Consumer electronics sales increased by 7.5%, to $8.9 billion. Interestingly, the
electronics category lagged this holiday season. During Cyber Week, online sales of
electronics declined by 1.4% year over year, although the category still finished second
only to apparel in terms of revenue. This was likely driven by millennials’ preference for
spending their holiday dollars on apparel and experiences.

comScore and the US Census Bureau both provide quarterly data on e-commerce sales, which include
transactions made via desktop and mobile devices. The Census Bureau reported that total e-commerce sales,
adjusted for seasonal variation, grew by 14.7% year over year in the fourth quarter, to $89.1 billion (Census
Bureau data include travel and event ticket online purchases).

Figure 4. Quarterly E-Commerce Sales: US Census Bureau Data vs. comScore Data (USD Mil.)

comScore comScore

US Census Bure Desktop & Mobile Mobile Sales (%)
4Q 2015 89,078 88,064 19.2
3Q 2015 87,225 64,226 15.6
2Q 2015 84,019 66,151 14.7

comScore data are for retail only, excluding auctions, event tickets and travel.
Source: comScore/US Census Bureau/FBIC Global Retail & Technology

In the fourth quarter, total m-commerce (smartphone and tablet) retail sales accounted for 19.2% of all
digital sales, a noteworthy 5% increase from the same period a year ago. However, there is still a significant
opportunity in terms of the mobile monetization gap for those retailers that are investing in mobile and
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tablet apps, as dollars are lagging the time spent on mobile devices. According to comScore data, in the
third quarter of 2015, consumers spent 84% of their time browsing and searching products, but only 16% of
their time purchasing products.

comScore visitor data track desktop, smartphone and tablet usage. The firm says that the number of total
unique visitors to all retail websites grew by 1.2% year over year in the fourth quarter of 2015, reflecting the
maturity of the Internet channel in the US. Value growth online is principally being driven by existing
Internet users spending more online.

Figure 5. Top 10 Retail Websites by Number of Visitors (in Thousands) and YoY % Change

Oct 2015 YoY % Change Nov 2015 YoY % Change Dec 2015 YoY % Change
Amazon 189,830 7.9 192,702 14.9 198,719 9.7
Walmart 88,395 17.8 93,665 14.8 111,832 12.1
Target 61,643 14.9 77,603 29.3 78,877 16.8
Best Buy 34,347 25.9 58,407 26.8 54,630 9.1
Home Depot 32,151 37.2 40,187 40.3 37,149 43.4
Total Retail 259,557 3.6 259,753 3.5 260,182 3.1

Total includes visitors of multiple websites.
Source: comScore

Amazon: With an average of over 180 million unique visitors each month, Amazon.com remained the most-
visited website for the entirety of 2015. During the fourth quarter, Amazon Underground, a new app for
Android phones that includes the same functionality as the Amazon iOS mobile shopping app, drove mobile
traffic. In addition, the company added Prime Now service to eight metro areas in the fourth quarter. Prime
members can now choose from tens of thousands of daily essentials with free two-hour and paid one-hour
delivery in 17 locations.

JCPenney: During the fourth quarter, JCPenney experienced the strongest year-over-year visitor growth—
33.4%—of the 10 top retailers. The company has increased the speed on its online site by 30%, and it now
has 40% more product reviews, according to management.

Walmart: Walmart.com was the second-most-visited website behind Amazon.com. The solid results were
driven by the company’s recent efforts to improve its app and simplify the checkout process on
Walmart.com. According to comScore, the Walmart mobile app has seen a 34% increase in use year over
year.

Home Depot: HomeDepot.com enjoyed year-over-year fourth-quarter visitor growth of 40.3%. The
company has increased its online presence with initiatives such as buy online, pick up in store and buy
online, return in store. It is also equipping store associates with web-enabled tablets that allow them to
complete an order if an item is not in stock. Home Depot is investing in its supply chain, too, to support
online growth, completing its fifth fulfilment center, located in Ohio. The company plans to expand a pilot
deliver-from-store program to all stores in 2016. This would allow the retailer to reach 90% of its US e-
commerce customers in two business days or less, according to Home Depot President of Online Kevin
Hofmann.

The NRF expects US retail sales (excluding automobiles, gas stations and restaurants) to increase by 3.1% in
2016, which would be higher than the 10-year average of 2.7%. The NRF predicts that nonstore retail sales
(online, mobile and catalog) will grow by 6%—9%. Despite headwinds from international developments, an
improving labor market, lower gas prices and lower prices for goods will mean that consumers have more

DEBORAH WEINSWIG, EXECUTIVE DIRECTOR-HEAD OF GLOBAL RETAIL & TECHNOLOGY 4
DEBORAHWEINSWIG@FUNG1937.COM US:917.655.6790 HK: 852.6119.1779 CN: 86.186.1420.3016
Copyright © 2016 The Fung Group. All rights reserved.



] GLOBAL RETAIL & TECHNOLOGY
discretionary income, which should drive retail sales growth. However, in 2015, we saw that these factors
did not necessarily translate into higher sales for retailers. “We recognize that consumers are doing things
different than they have in the past,” said NRF CEO Matthew Shay on a call with reporters. Consumers are

saving, investing in their homes and spending on experiences (such as travel and dining) and services (such
as healthcare).

The NRF expects the first quarter of 2016 to be relatively soft for the industry, with the greatest strength
coming in the back half of the year.

According to Forrester, online sales will grow by an average annual rate of 9.3% over the next five years, to
$523 billion, and mobile devices are expected to be a key driver of that growth. Forrester projects that 5.2
million more consumers will shop via mobile devices by the end of 2016, for a total of 250 million.
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