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Problem Statement

What to tackle? Become profitable and continue growth to strengthen market leading position
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Recommendation

What to tackle? Become profitable and continue growth to strengthen market leading position

= Expand internationally
How to solve? = Target B2B customers
= Expand logistics services offering to other companies
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India’s furniture industry is growing at a fast ’

pace, still predominantly offline

Furniture industry by revenue (in INR mil)

2%

Furniture industry - -
cize 2020 INR 2.3 trillion (S35 billion)

CAGR (2016 -2020) +8.8%

Pepperfry online
market share

~5%

98%

m Offline Online

2018 HHU 6



. . ~ ®HHU
Pepperfry provides a seamless online and offline

experience and a large variety of furniture
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Pepperfry.com has high expertise in selling
furniture online and offline

Revenue Streams

Sales Commissions from
furniture, home decor &
utilities

Sales from house brand

furniture

Value Proposition

High Variety of selected
products

Transparent & convenient
delivery of information

Tech affine & modern
young professionals in
metro regions in India

Value Chain

Distribution of
manufactured products
Warehouses, Fulfillment
centers, distribution
centers & fleet

Sales channels: online (+
offline experience center)
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The arising competition pressing the need ’

for action

Porters 5 Forces New Entrants
(high)

IKEA is entering the Indian market

Buyer Power Competitive Rivalry Supplier Power
(low) (high) (low)

long-term an nsitiv in *  Online retail competition is . .
SIEHEET el SEMEHE Sl P High control over suppliers

Great network of suppliers

decision growing immensely
Customer loyalty must be won * Still few omnichannel retailers

Substitutes

(low)
Do it yourseld
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While growing at a fast past pace Pepperfry’s

cost base leaves room for improvement

Profit and loss (in INR mil)
6,000 48%
4,993 5,066
5,000
o Selling and
3,000 operating 144%
2,000 expense

1,000

Fy 2012 I Fy 2014 T FY 2015 FY 2016 FY 2017
(1,000) (542) (362)
000 (1,255)

(3,000) (2,486)
(2,992)

(4,000)

B Revenue Costs M Profit

2018 HHU 10



$HHU
Key Issues

Unlock new revenue
channels

Set apart from
competitors

Optimize costs
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In order to become profitable & continue
growing, several alternatives are promising

®HHU

Address B2B
customers

Add furniture to the product portfolio especially for B2B customers
Focus on tech-savy companies

Expand product
portfolio

Identify new promising products to expand product portfolio
E.g. follow lkea’s example to sell food

Expand logistics

services

Lever Pepperfry’s logistical network and expand our logistical service offering for other
companies

Conduct M&A

Achieve growth by acquiring a competitor
Potential M&A target: Livespace as a designer-company

Build up cooperation

Fill gaps in portfolio by cooperating with other companies e.g. Living room to combine
physical stores

Expand internationally

Fill gaps in portfolio by cooperating with other companies e.g. Living room to combine
physical stores
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In order to assess the alternatives, we
identified several criteria
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India’s furniture industry is growing at a fast
pace, still predominantly offline

$HHU
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Pepperfry.com has high expertise in selling
furn

iture

$HHU

online and offline

—~——

Financial feasibility

—~——

Revenue potential

—~——

Set apart from

—~——

Scaling opportunities

competition
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Three alternatives are most promising to

become profitable and continue growth

@ Hish O Medium @ Low

Xxpand Expand
product logistical
portfolio services

Address B2B
customer

Conduct Build up Expand
M&A cooperation ' internationally

I, o | o e | o
ot ® o | o ® O ®
setaparion ] @ O ® O O ®
oportunty | @ ® o O ® ®
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Strengthen market leading position by

- Entry of B2B market
- International expansion
- Expansion of logistics services offering
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Implementation plan

g

Address B2B Expand logistics Expand
customers services internationally
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Pepperfry.com has high expertise in selling
furniture online and offline

Revenue Streams

Sales Commissions from
furniture, home decor &
utilities

Sales from house brand

furniture

Value Proposition

High Variety of selected
products

Transparent & convenient
delivery of information

Tech affine & modern
young professionals in
metro regions in India

Value Chain

Distribution of
manufactured products
Warehouses, Fulfillment
centers, distribution
centers & fleet

Sales channels: online (+
offline experience center)
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Pepperfry.com has high expertise in selling ’

furniture online and offline

Value Proposition

* High Variety of selected
products

* Transparent & convenient
delivery of information

e Sales Commissions from . o fetp :
furniture, home decor & * Techaffine & modern Distribution of
rniture, young professionals in manufactured products
e Sales from house brand

centers, distribution
centers & fleet

* Sales channels: online (+
offline experience center)

e B2B customers
(startups)

furniture
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Startups as main target group in the B2B
segment

2 )

Passion for

Fast changing Innovation

demands

Value variety

Trend Online afine
consciousness
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Measures are tailored to meet B2B

customer demands and increase revenues

Expand brivileee brogram Build up office furniture Add additional leasing Promote new offerin
P P B€ Prog home brand option 8

* Include interior designers ¢ Choose suppliers with e Gives companies needed ¢ Send sales representatives
specialized in office manufacturing mindset flexibility to startup hotspots
spaces * Provide them with * Accounts for specific * Open experience centers

e Acquire know-how about customer insights needs solely dedicated to B2B
B2B customers * Innovate continuously customers

* Ensure target group
specific needs will be met
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Pepperfry.com has high expertise in selling ’

furniture online and offline

Value Proposition

* High Variety of selected
products

* Transparent & convenient
delivery of information

e Sales Commissions from e Tech affine & modern  Distribution of
furniture, home decor & young professionals in manufactured products
utilities metro regions in India e Warehouses, Fulfillment

e Sales from house brand e« B2B customers centers, distribution
furniture (startups) centers & fleet

* Sales channels: online (+
offline experience center)

* Logistics services
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Leverage Pepcart’s strong capabilities by

expanding transporting services

In million INR

@ +50% p.a. 800

2018 2023
* Conducted successful  Leverage full potential
pilot projects e Higher utilization of trucks
* High demand by other —> cost savings
companies * Additional revenues
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Pepperfry.com has high expertise in selling
furniture online and offline

Revenue Streams

Sales Commissions from
furniture, home decor &
utilities

Sales from house brand
furniture

Logistics services

Value Proposition

* High Variety of selected
products

* Transparent & convenient
delivery of information

arge oup
* Tech affine & modern
young professionals in
metro regions in India
* B2B customers

(startups)

 International

Value Chain

Distribution of
manufactured products
Warehouses, Fulfillment
centers, distribution
centers & fleet

Sales channels: online (+
offline experience center)
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Healthy international growth with fast kick- ’

off in Pakistan
International

Identify suitable regional Expand current marketing Establish new fulfilment center
markets that can be served by activities abroad
Gurugram fulfilment center
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Action Plan
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2019

2020

2021

2022

2023

H1

H2

H1

H2

H1

H2

H1

H2

Costs (in INR mil)

H1 H2

B2B
Privilege programe
Supplier build-up
Sales representatives
Experience center
Leasing programe

Logistics services
Roll-out
Truck fleet
Driver

Expand internationally
New fullfilment center
Marketing
Truck logistics

Sum

One-off p.a.

133

1.3

40 5.3

46 9

6

67 13.4

90

46 9

332 134
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Financial Outlook

Profit and loss (in INR mil)
10,000

8,000

6,000

4,000
2,000 I I I

(2,000) FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

(4,000)

B Revenue Costs Profit
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Risks and mitigation

|. Competitors target B2B customer
as well

— Leverage existing strength to set
apart from competition

Impact

Il. Geographic expansion might fail
due to cultural differences

- Thorough analysis of cultural
characteristics

lll. Expected cost savings might be
lower than expected
— Conservative assumptions applied

Probability
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Wrap - up

Where we want to be? How we get there?

= Unprofitable = Become profitable = Target B2B customer

= Growth needed = Continue growth = Expand internationally

= High threat by = Maintain market = Expand logistics
competitors leading position services
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