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Executive Summary

e Mobile disruption to retail is no longer a distant threat, it’s happened. Many retailers are now omni-channel
and experiencing the benefits mobile can bring to their existing businesses.

e The retail app environment has changed. Technology has provided more options for retailers to build an
engaging customer journey.

e The mobile retail sector continues to grow. For the countries analyzed, total time spent in bricks-and-clicks
retail apps increased by nearly 40% over the past 12 months. Online-first apps increased by more than
50%.

e Apps from online-first retailers are seeing more sessions per user, and faster growth, than those from
bricks-and-clicks companies. There are significant opportunities for traditional retailers to learn from online
specialists.

e By following best practices for retail apps, including effective user acquisition and engagement strategies,
traditional retailers can further enhance their success on mobile. This can result in higher conversion,
increased loyalty and more frequent engagement.
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The Company and Technology Behind the Report

App Annie helps companies build better app businesses and is used by 94 of the top 100 publishers across the

globe. From competitive benchmarking to international expansion, we deliver the data and insights needed to

succeed in the app economy.

The information contained in this report is compiled from App Annie Intelligence, the leading market data solution

for the app economy. To see how our app store data for download, revenue, demographic and usage estimates can

help guide your critical business decisions, request a demo today.

1A
EVALUATE & ASSESS ACQUIRE & GROW DEVELOP & LAUNCH
Identify market and Identify high-performing Validate your app strategy
investment opportunities creatives and keywords to and roadmap by analyzing
by validating usage trends optimize organic and paid the usage and demographic
by country. user acquisition efforts. trends of key competitors by

country.

ENGAGE & MONETIZE RETAIN & NURTURE
Monitor active user and Increase retention and
revenue growth to identify enhance app features
high performing based on user feedback
publishers. and engagement metrics.
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App Annie Is the Most Trusted Partner in the App Economy
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* App Store revenue made by App Annie customers across Google Play and iOS, as of January 2016, per App Annie estimates.
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Apps Have Disrupted the Retail Industry

Mobile Is Now Central to the Consumer Experience

App downloads are growing worldwide, and apps continue
to be a disruptive force across industries.

Recent App Annie analysis has shown the dramatic changes
faced by the quick-service restaurant (QSR) and retail

banking sectors. In many ways retail is further along in the
mobile transition.

Consumer behavior has shifted to favor mobile, and even a

year ago half of mobile users used their phones during the
purchase process (either to find more info, or to transact
directly). Mobile technologies, such as beacons, mobile
payments and push notifications have become
long-established components of retailers’ toolkits, and it’s
rare to attend a marketing meeting where mobile channels
are not discussed.

In short, mobile disruption is no longer a distant threat, it’s
happened — the shopping experience is omni-channel and
our mobile devices are a key retail destination. There are
now huge opportunities for those who can thrive in this new
environment.
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Mobile Retail Continues to Grow Dramatically
And Shows No Sign of Slowing Down
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Mobile retail continues to explode globally. Estimates from industry experts vary, but all expect
continued and dramatic growth over the next few years.

coupang

-
e

° Internet Retailer predicts worldwide mobile retail sales will reach $220 billion in 2016, a

53% increase versus 2015.
° Shop.Org, Forrester and Bizrate have revealed, in The State of Retailing Online Report

2016, that mobile represents 44% of retailers’ online traffic, and 31% of sales. This is even Q 4

more evident in mobile-first, emerging markets — for example Amazon states that more MCH

than 70% of its online traffic comes via mobile in India.
G #M
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° Salesforce and Demandware have estimated even more aggressive growth, and predict

mobile retail will dominate online retail in the near future.

This is truly a global boom. App Annie has previously discussed how mobile commerce is taking off
in India — a mobile-first market — but growth is occurring worldwide, with Southeast Asia , China,

Europe and Latin America, among many other areas, all seeing a rapid expansion of mobile retail.

As we will see, customers’ usage of mobile retail apps has also seen a dramatic increase, creating showroom \ ) i—
amazing opportunities for retailers to build a truly omni-channel business. pég/r% AliExpress
[ ]
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Mobile Retail Apps Are Being Used More Than Ever

In all countries analyzed, time spent in both bricks-and-clicks and online-first
retail apps* increased over the past 12 months.

Overall time spent in retail apps was especially high in the United States, South
Korea and Japan:

In Japan and South Korea, aging, slow-growing populations have
encouraged retailers to invest heavily in engaging and retaining existing
customers. Because of this, aggressive discounts and rewards are
commonplace. Loyalty plans that require active participation from
customers (such as the daily lucky draw in Gmarket and Super Point Up
program in Rakuten Ichiba) have seen some success. South Korea will
also see a boost, relative to other countries, due to high Android
penetration in the market.

In the US, this is likely a factor of a large population and a comparably
large mobile install base. However, rapid growth in time spent within
both bricks-and-clicks (+55%) and online-first (+60%) apps over the past
12 months indicates the growing success retailers have had leveraging
their mobile apps.

European countries fall somewhat behind, possibly due to the relative immaturity

of their mobile retail market. In France, for example, it’s estimated that only 24%

of online retailers have a transactional mobile app. However rapid year-over-year

growth, especially for online-first retailers, suggests a high level of consumer

demand that is yet to be addressed.
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*For Category definitions please see the accompanying methodology notes

Total Time in Top 10 Online-First Retail Apps*
Android Phone

| July 2014 — June 2015
I = July 2015 — June 2016

United  South Japan Germany United France
States  Korea Kingdom

Total Time in Top 10 Bricks-and-Clicks Retail Apps*
Android Phone

“July 2014 - June 2015
" July 2015 - June 2016

mill =l =

United  South Japan Germany United France
States Korea Kingdom

* Top apps by monthly active users in each country
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Online-First Apps Take the Lead
Highlighting the Opportunity in the Mobile Retail Space

In every country we looked at, the top 10 online-first apps saw Average Monthly Sessions Per User, by Retail App* Type
more sessions per user, and faster growth in sessions per user, Android Phone
than the top 10 bricks-and-clicks apps. 80%
70% T @ Gemany T —
Engagement in online-first apps is especially high in South Korea, 60% I," ®- Tl
rance ~o
where the average number of sessions per user was almost three - S
] \ ~

times higher than in any other country. This was driven by apps R - h

. . 40% S nited Kingdom \\
such as 11st, Coupang and WeMakePrice — marketplaces offering L@ \

5 PR United States. Sl \
30% |~ Germany~< South Korea !

a huge range of products, at competitive prices, with strong
vertical integration throughout the retail process.

]S
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France had the lowest average sessions for bricks-and-clicks apps,
and saw a decline over the past 12 months. However, with the
second highest growth in sessions for online-first apps, it’s clear

there is demand that traditional retailers can explore. Online-first

apps like vente-privee and showroomprive, that offer -30% el

member-only flash sales, are leading the way — presenting a Average Sessions, July 2015 — June 2016
successful model others can learn from.

)
\
—10%\\ @ France

\
-20% \\ . South Korea ,’
7’

% Growth
July 2014 — June 2015 vs. July 2015 — June 2016

* Top apps by monthly active users in time period

Germany, a market that’s traditionally conservative when
engaging in electronic transactions, has experienced rapid growth
in sessions per user. Big international retailers, such as Amazon,
Wish and Geek are seeing particularly high levels of engagement.
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Online-First Apps Dominate Usage in China and South Korea

Japan Shows That Bricks-and-Clicks Can Still Retain Users

Top Retail Apps By MAU

iPhone, July 2015 — June 2016

Rank
1

2

10

China

Taobao
Jingdong
Tmall
Vipshop
Yihaodian
Amazon

SMZDM
Red—shop the world

Dangdang

Apple Store

Online-First

Japan

Amazon

Rakuten Ichiba
GU

MUJI passport
Yahoo! Shopping
Apple Store
WEAR

T-Point
Matsumotokiyoshi

ZOZOTOWN

12 *For Category definitions please see the accompanying methodology notes

Bricks-and-Clicks Other

South Korea
Coupang
TMON
WeMakePrice
11st

Gmarket

CJ ONE

GS SHOP
Home & Shopping

CJmall

Home plus
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Bricks-and-Clicks Apps Are Still Highly Used in the US and Europe

However Online-First Apps Have Made Significant Headway

13

Top Retail Apps By MAU

iPhone, July 2015 — June 2016

Rank
1

2

10

United States
Amazon
Walmart
Walgreens
Cartwheel by Target
Kohl's

Apple Store
Etsy

Target

Macy’s

Wish

France
vente-privee
Amazon
Showroomprive
Apple Store
Fnac
LeclercDrive
AliExpress Shop
Cdiscount

Wish

Carrefour

*For Category definitions please see the accompanying methodology notes

Online-First

Germany

Amazon DE

Apple Store

H&M

Zalando

Idealo shopping

ALDI SUD

Media Markt Deutschland
Lidl

Tchibo

brands4friends

Bricks-and-Clicks Other

United Kingdom
Amazon

Apple Store
Argos

ASOS

Boots

Tesco Groceries
M&S

Next

Wish

ASDA
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The Retail App Environment
New Technology Has Increased the Features Available to Consumers

15

Retail Apps*
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& DBl \Walmart

Online Marketplaces

amazon » zalando
p

Universal Shopping Baskets
and Social Shopping

. lyst
Argos :
E.Leclerc@ coup ORakuten WANE Nuiji
Retail Complements Customer-Driven
Coupons and Discount Discovery Payment Apps C2C Marketplaces &

Third-Party Loyalty

FidVie Quidco@®

RetzioMeot

Sz bonial [

SMZDM.COM

¢ Pay W Google Wallet

P payral
EAXNE @ misen

*For Category definitions please see the accompanying methodology notes
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It’s a New Frontier for Brick-And-Mortar Retailers
But Traditional Players Can Thrive in This Market

There are huge opportunities for traditional retailers prepared to

adapt their business models and respond to the new omni-channel Embracing Mobile — Walgreens
retailing landscape. Savvy mobile advertising and embracing new Android features

gave Walgreens’ app a significant rankings boost in August 2016
There are many compelling reasons to do so:

e  Shoppers are increasingly using multiple channels as a part @ Download Rank History
. . United States, Google Play - Aug 1, 2016 - Aug 27, 2016 -
of the shopping process. Omni-channel customers have fited vates, Boogie Fay m Aug 49 A”dgg'gspay
been shown to offer higher profitability and larger basket Aug 01 Aug 07 Aug 14 Aug 21 Walgreens
size. According to Apptentive research, 66% of retailers that 1 f;;tgslg;ztlta;l
saw a decrease in customer loyalty last year did not have an 100 card
integration
app.
- . . 200
° Mobile is also an opportunity to enhance the in-store
experience. There’s been lot of discussion about the perils 300
of showrooming, yet it seems showroomers are highly likely 400
to make a purchase in the same brick-and-mortar outlet. 500

Ultimately, technology has created more opportunities to
engage customers in store than ever before, exemplified by
retailers such as Walgreens and Walmart, who have shared of Supersonic Ad of Supersonic Ad
the importance of apps to their in-store business. Il EE S

#32 Advertiser by Share #1 Advertiser by Share

With this in mind, there are a number of key best practices to
maximize your success on mobile channels.
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Being on Users’ Devices Is a Privilege That Should Not Be Taken for Granted
Our Mobile Devices Are With Us Constantly — Show Respect for This Level of Access

RCIENCE LT e s o] Establish and Reinforce Trust

Device Experience

sss- verizon sazEM T4 aem
1:36

£ Settings Battery
19 OT DBILEFY FEMTMINNG I INE SLILS DN, Amazon.co.uk

Sign up with your mobile number

Name
R | Retail App 48%
° — i We'll send you a text verification.
‘a — - ’ GB +44 s Mobile number
ﬁ:zm Activity 5% ’ Use your e-mail instead
M 5%
u e Password (at least 6 characters)
@ App Store 4%
B tome & Lock Screen 3% Show password
u s e ’ Continue
T Calendar 1%
e alcoier 1% Already have an account?
Shows proportion of battery used by each app in the last 24 Message and Data rates may apply.
e By signing in you agree to Amazon's Conditions of Use &
" s Sale, Privacy Notice and Cookies & Internet Advertising.
Draining battery and bombarding users with Ask only for the personal information you
notifications and emails will likely alienate need, explain why you need it, and provide
them from your app, and possibly brand. value in return for receiving it.
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Return the Favor

YES2YOU rewarps

Welcome, Sarah!
Your Rewards |D: 1234 5678 901

VIEW YOUR REWARDS

Earning period: APR
o 20 POINTS 100

You're anly 80 Points away
from your next $5 reward!

Points Balance 20

Lifetime Points 325

GO SOCIAL. GET POINTS.
10

Click below and then follow us on your favorite social
channels: You'll get 10 points for each,

I 0 Foliow
Reward users with loyalty programs, special
offers and promotions; e.g., Google now
allows retailers to integrate their loyalty

programs with Android Pay.
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Adopt Best Practices for User Acquisition on Mobile
The App Market Is Highly Competitive, Make Sure You Stand Out

Consider Your App Store

Optimization (ASO) Strategy
Carefully

¥ 4 & 1545
= mercari a a v

[Pt N
Mobile Charger Windbreaker
$27 $15 Sell

P S E
Ensure your app’s name is relevant for

consumers, while avoiding highly

competitive search terms. As part of a
broader UA campaign, Japanese C2C
marketplace app Mercari optimized its

name for the US app stores.

19

Work to Be Featured by Apple /

Google at Launch

Choose the Right Advertising
Networks to Maximize Exposure

ee0003 B 12:32 95% M)

Categories Shopping =

High-Street Favourites See All>

TOPSHOP #M ZARA

Topshop H&M App ZARA for iPhone  Ware
Shopping Shopping Lifestyle Fashi

Buy & Sell See All>

4
amazon hello §
v e e

“ezzr )

eeeeeeeeeeeeeee Depop Prelo
Collective - Bu...  Shopping Shopping Sellfi
Shopping Lifest

Being featured can give apps a significant
performance boost. In South Korea and

Japan, the impact is especially strong.
Observe which features Google and Apple
are prioritizing, and keep an open line of

communication.

The best ad network and approach for your

app will change over time based on several
factors — like what your goals are, and
where, when and how your competitors are

investing.
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Flawlessly Execute Both on the App and In-Store
Every Interaction Is an Opportunity to Delight or Disappoint Your Users

Use Push Notifications
Sensibly and Effectively

Integrate Customer Service

Into Your App

ecoc0g ® 1318

< M&S

X g By Email or Live Chat

Please choose a subject from the menu
below. If an agent is available, we'll chat with
you right now. Otherwise complete the email
form and we'l aim to email you back within
24 hours.

Choose a subject ~
@ Find a store

If you would like to know where our nearest
store is, please click the link below.

9a% -

Wednesday, 15 June

Store locator

@ By Post

Q) G e

%

The introduction of rich push Mobile will be the contact channel

notifications with iOS 10 will allow of choice for many of your
marketers to include images, video, customers, so ensure you’re ready to
help. Many apps, including M&S

offer dedicated live chat via their
app.

GIFs and audio with their notifications,
bringing it in line with Android.
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Encourage Impulse

Purchases With Targeted S GETe Pl

In-Store Shopping

Offers
i _ v
&« vente—pnveeﬂ
Q_ Find product ‘ 83 Browse range
H Filter

Green Velvet High Heels  Fushia Pink High Heels

£25 £76 £14 E36
SAVE UP TO
£250 ON
SELECTED TVs
SWITCHON TO
GREAT SAVINGS!
) fast checkout D) fast checkout

Blue Velvet Boots Beige and Blue Leather

Boots

XBOX ONE S
£22 £68 £28 £78
@ Q0w

Apps are well suited to impulse Shoppers are omni-channel, and apps
purchases. Our devices are always with can be used to enhance the in-store
us, and targeted communications,
offers and recommendations can gain
instant attention.

experience; e.g., The Argos app allows
users to pre-check stock and to
organize fast-track collection in store.
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Stay Focused on Innovation

New Technology Can Offer Major Enhancements to the Customer Journey

Consider Mobile Payment

Options

No Pay, No gain. X

KakaoPay

71712 Ho|

= @

w2 bty |
dlEme pEsios =2 wwaR
2@ EErETT

= = e

Payments are especially big
business in Asia — Kakao Pay
announced more than 10 million
users in South Korea earlier this
year, and the market’s also heating

up in China.
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Leverage the Features of
Mobile Devices

To scan, just center a barcode or QR code
between the brackets and hold still

il

6‘ K \:_:---

With GPS, cameras and social
networks at our fingertips, there are

many opportunities to engage
customers. Sears offers in-store
treasure hunts via hidden QR codes
that can be scanned using its app.

Stay Agile to Benefit From
New Trends

XU RFIUR 3Z) | EAFEE

i'm lovin' it

‘THIS POKESTOP IS TOO FAR AWAY.

D>}
L\

The mobile industry moves rapidly.
Embracing the recent Pokémon GO
trend had a notable impact on
brick-and-mortar businesses within
days of the app’s release.

Be Aware of Social

Shopping’s Growth

enee T 8:08 AM 100% -
< Q search seller's Pins
Shop kate

spade new york

quick and curious and playful and strong.
follow us for a glimpse into the world of
kate spade new york.

Most popular See more

$180-213  +
cedar street clement
maise street blair licorice h

® a o a

Following in the footsteps of large

Asian social networks, social apps,

such as Pinterest, are increasingly

integrating e-commerce into their
platforms.
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About App Annie

App Annie delivers the most trusted app data and insights for your business to succeed in
the global app economy. Over 700,000 registered members rely on App Annie to better
understand the app market, their businesses and the opportunities around them. The
company is headquartered in San Francisco with 450 employees across 15 global offices.
App Annie has received $157 million in financing, including from investors such as
e.ventures, Greenspring Associates, Greycroft Partners, IDG Capital Partners, Institutional
Venture Partners and Sequoia Capital.

For more information, please visit www.appannie.com, check out our Insights and follow
us on Twitter (@AppAnnie). To find out more about our products, visit our Market Data
Intelligence, Store Stats and App Analytics tour pages. For the most current monthly
rankings of apps and publishers, check out the App Annie Index. Report methodology and
updates are available here.
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The Technology Behind the Report

App Annie helps companies build better app businesses and is used by 94 of the top 100 publishers across the
globe. From competitive benchmarking to international expansion, we deliver the data and insights needed to

succeed in the app economy.

The information contained in this report is compiled from App Annie Intelligence, the leading market data solution

for the app economy. To see how our app store data for download, revenue, demographic and usage estimates can

help guide your critical business decisions, request a demo today.

This report is fueled by App Annie Intelligence. APP An"le

Take your market analysis to the next level.
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