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In the past 3 years, the number of
Asian Cruise passengers has doubled

153;(:):222 ‘1 I ; ':E;
— )
Asia to Asia Cruises prou Asia to Asia Cruises

1.4M 45 3.1M

passenger capacity

passenger capacity

Source: Cruise Lines International Association (CLIA)
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If Asian cruising maintains its growth trajectory,
it will be the number 2 cruise region by 2020.

Cruise Capacity Share by Region

2016

Coe | 2.
Medieranean | 18.7%

11,6%
9.2%
AustaaNew ZeaendPaciic [ 6.1%

Naska [ A1%

Sout America I 2.8%

Source: Cruise Lines International Association (CLIA)

Capacity Share Changes by Region
(Percentage Point Change/ALBDs* 2013 vs 2016)

32.9%




Chinese Cruisers Dominate

®  Chinese already accounted for
half (47%) of all Asian

" The Chinese Ministry of China 47.4%
Tourism predicts Chinese cruise Taiwan 11.0%
passengers to increase from 1 Singapore 8.8%
millions passengers in 2015 to Japan 8.6%
5.4 million in 2020. Hong Kong 6.1%

India 6.0%

® (Coastal cities in China are Malaysia 3.0%
racing to build and expand Indonesia 1.9%
their ports. Other Asia 1.7%

* In 2014, four Chinese ports South Korea 1.7%
dominated - Shanghai, Tianjin, Philippines 1.6%
Xiamen and Sanya. Thailand 129,

* Eight other ports in China are '
aiming to establish and build R | 0.9%
their cruise traffic — Dalian, 0% 209 40% 60% 80% 100%
Yantai, Qingdao, Zhoushan,

Sr?grl]—lgazitgﬂl Shenzhen, Beihai, Source: Cruise Lines International Association (CLIA)
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| Will Travel Retail Benefit From This Growth? I

How do we grow
cruise travel retail
sales in Asia?

= ome



How are we answering these questions about cruising?
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Key Findings



| Potential to increase shopping spend is strong I

Total shopping spend on the trip

53,000 1 $2,761

" Chinese cruisers are
spending only about 1/3 of
their air travelling cousins  s200 |

$2,500 -

$1,500 -

" Japanese are spending less e | 92
than %2 of what they do |

when they travel by air $500 |

$436

5172

SO -
Chineseon Chinese Japanese on Japanese
CRUISES FLYERS CRUISES FLYERS



100%

75%

50%

25%

0%

72%

Chinese

First time cruise passengers

52%

Japanese

The Novelty of Cruising May Hinder On Board Shopping

There is no question that cruising is a novelty, especially for Chinese cruisers.
There is also no question that the first experience of cruising is an exciting one, for both Chinese and Japanese

Going on a cruise for the first time is

100%

75% A

50% o

25% A

0% -

an exciting experience .
M Chinese
Percent saying "Agree mostly/completely’

81% 20%

72% 73%

First cruise Repeat cruise



| expected the shopping onshore to be
much better than the shopping

100% 1

75% A

50% A

25% A

0% -

Percent Agree

86%

83%

First cruise

M Chinese
91% M Japanese

78%

Repeat cruise

The Novelty of Cruising May Hinder On Board Shopping

Most cruisers have expectations that the shopping onshore will be better than aboard ship, which leads to a
reluctance to shop aboard ship before experiencing the first ports of call.

Most cruisers agree that they mostly window shop on board before getting to their first foreign port of call.

Prior to the first port of call, the
shopping | did onboard was mostly to
check prices

100% 1

75% A

50% A

25% A

0% -
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82% 80% M Japanese

63%

First cruise Repeat cruise



The Novelty of Cruising May Hinder On board Shopping

" First time cruisers tend to spend less overall than repeaters

Total Spending (Japanese)

Mean total spending per respondent i Onshore
5250 -
M Onboard

5200 -

5150 -

5100 -

550 -

SO -

First cruise Repeat cruise

Total Spending (Chinese)

Wean total spending per respondent
$1.500 - p gp p M Onshore
M Onboard

$1,000 -

5500 -

SO -
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First cruise

$491

Repeat cruise



For Chinese, Cruising is a ripe venue for
on-board retail events, activities and education

Interest in Onboard RETAIL activities

Percent saying 'Definitely/Probably would participate’

0% 25% 50% 75% 100%
*  While Chinese are most Overview of gifts available onboard [ 2 —— 88%
interested in straightforward ~ po——————-- - R e El
seminars about shopping, First day 'Smart shopper’ briefing = 839
Fhey alsq show StI’OI’]g Try on clothing and wear itonboard [N £ S 0o/
interest in brandand  ~ Eo oo oo oo oo om oo m oo
category specific seminars. Fashion runway shows 78%
In-depth product category exploration [N~ —————— oo
« Japanese are muchless B e
interested than Chinese in Brand introduction/overview | 72
on.board-retall activities, Iput Live shopping auctions
1-in-3 still show interestin T . o1
shopping seminars. In-depth brand exploration
Style seminar with fashion designers 14 Japanese
Beauty consultation with follow up M Chinese
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Potential to capture on-shore spend

« Shopping in the ports of call comes with high expectations, but is limited in time.
« For many cruisers, shopping in the port is a necessity because they can't find everything they want to buy in
the on board shops, some of which is items that the countries they are visiting are well known for.

The shops onboard should stock more I couldn't find all the things | wanted to
products that the countries visited are well buy in the onboard shops
known for 100% -

100% - 94% 89%

75% A
75% A

64% 64%

509 - 50% -

25% - 25% A

0% - 0% -

Chinese Japanese Chinese Japanese
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| Children are a huge missed opportunity I

" The presence of children on _ _ |
cruises with Chinese and Japanese ? Passengers travelling with children

parents is 3-4 times higher than =
air travellers globally. 58%

. -

50% -

46%

25% -

13% 14%

0% -

Chinese on Japanese ON Chinese by Japanese by
CRUISES CRUISES AIR AIR
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Children are a huge missed opportunity

, Shopping for children's products
" The overwhelming

majority agree that the Percent Agree
. , Base: Traveling with children
range Of C |Idren S 0% 7259, 50% 759, 100%

Broducts available on

oard is poor and that

they would have liked to

be able to buy more items The range of products for children
for children on the cruise. available onboard is poor

" The paucity of items
available for children
manifests itself in terms of
the amounts that cruisers
spend on the children that
are with them.

| would have liked to have been able
to buy more items for children on
this cruise

M Chinese M Japanese

15



3+ days to engage with potential buyers is
a missed opportunity, for Chinese

currentl

The time available on-board is
unique compared to any other
location where travellers are
exposed to brands.

With 3+ days, brands can aim for
more intimacy with shoppers
than usual. Cruises may be THE
BEST retail environment for BAs
and product knowledge experts.

Currently, cruise retail does little
to convince passengers to spend
more time in-store, to consider
new brands/product or to revisit
stores throughout the journey.
But, the appetite for events and
activities that spread over
multiple days is very strong,
among Chinese cruisers

Interest in multi-session onboard activities

Percent saying 'Definitely/Probably would participate’
0% 25% 50% 75% 100%

Opportunity to try on different items from a
brand and wear them around the ship for a short
time

79%

Multi session exploration of a product category,
including what to look for and top brands in the
category

75%

Multi session exploration of a brand with a brand
expert, including advice about how to wear/use
products

Beauty consultation at the beginning of the trip, 65%

with follow up about which products to buy
M Chinese
M Japanese

before returning home
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3+ days to engage with potential buyers is
currently a missed opportunity, for Chinese

® While cruisers tend to Opinions about onboard store staff

belleve that the On boa rd oo -Percent saying 'Onboard is better/much better than onshore’

staff are friendly, they are
less convinced of their M Japanese
product knowledge and o

unconvinced that, currently, 65%

the environment on board is
a good place to learn about
products and brands

50% -

® On board seminars, that take oo
advantage of the length of
time available on a cruise,
could go a long way to o |

Overcom[ng these perceived Has friendly shop Shop assistants are very A great place to learn

deficiencies. assistants knowledgeable about the more about products and
products they sell brands
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There is strong potential for gift items at accessible prices

® Two thirds of Chinese a.nd Japanese cruisers
purchased at least one item for a gift.

" Yet, maijorities of both Chinese and Japanese
had difficulty finding products on board that
are priced at a level suitable as a gift.

Purchased gifts

100% A

50% A

25% A

0% -

Chinese Japanese

| had difficulty finding products onboard that
are priced at a level that is suitable for a gift

100% -

75% -

50% A

25% A

0% -
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Percent Agree

72%

Chinese

Japanese



There is strong potential for gift items at accessible prices

Categories Purchased as Gifts

" The way Chinese and 0% o core
Japanese cruisers have seauty products
solved their problem of e oo . et 30%___ ol
finding gift items at Ciarettcs, daars or other tobacco N 15%
accessible prices is to o TS
ouy in categories that Souvenirs showing destinations or [k s% 77T

the ship

nave arangeof TP B

Leather goods

rroducts at lower T M

Watches

orices - beauty T HE®
Toys/games for children

oroducts and Tov/wmestorchiden RS ]
ConfeCtionery. Iltems for the home P

Men's or women's apparel

Jewelry & pens
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There is strong potential for gift items at accessible prices

How much do you think is the right amount to spend

" “Accessible” gift prices for the on each category for GIFTs?
most popular gift items are:
. . Median gift estimate per category buyer
* Confectionery: Chinese are Vimimum Base: Category gift buyers
willing to spend about $35 and Watches 290 :
Leather goods 220 *
.Ja pa nese $ 19 Eyewear or sunglasses 142 *
. - Beauty products 141 45-
¢ Bea Uty: C h InNese are wi | | N g tO Electronics & electrical goods 102 *
Jewelry & pens 81 18
S pe n d MOre - $ 140 VS. $4 5 fO r Cigarettes, cigars or other tobacco 70 *
Ja p anese. Men's or women's apparel 44 27
Alcohol 43 19
® S ouven | I's: C h | nese are W| I I | N g Chocolate, confectionery & packaged food products 35 18
Toys/games for children 30 27
tO S pe N d $3 O an d J d pa nese $ 18 Souvenirs showing destinations or the ship 30 18-
Tested to 0.950 significance level.
+/- Indicates significantly higher/lower value from the comparison.
Cells with size less than 10 are displayed as *
2() |Comparing 'Japanese' to 'Chinese’




There is value in highlighting popularity of products

" The vast majority of Chinese and a
strong majority of Japanese agree
that it would be helpful to know
which products available on board
are the most talked about at home.

" This has both positive impact and a
defensive benefit

* A positive impact in that they
appreciate knowing what is popular
before they buy

* [t potentially counters a negative
perception of the fashion offering in
the store if the store is offering new

items that are not yet available in
China

21

To decide what to buy onboard, it would be
helpful to know which products are most

talked about online in my country

100% A

75% A

50% A

25% A

0% -

Percent Agree M Chinese

90% M Japanese

73%

Chinese Japanese



