KELLEY
ity

4™ Annual Survey:
Digital Product Creation Maturity
In Retail, Footwear and Apparel

. Better Products with Digital



Kalypso LP 2019 © - Proprietary & Confidential

Steve Riordan

Managing Director
Consumer Practice

Will Yester

Director,
Consumer Digital Lead

KALYPSO



I

KELLEY

SCHOOL OF BUSINESS
PRODUCT INNOVATION AND RESEARCH IN RETAILING
APPAREL

KALYPSO

KALYPSO



Today’s Agenda

Setting the Stage

2019 Research Overview
2019 Research Results
Market Analysis & Insights

Q&A

KALYPSO




Setting the Stage

/Pl

s New York: 27 - 28 lune 2016 « SPEAKERS

DELEGATES

PROGRAM

SPONSORS

VENUE

/)
<

FRODUCT INNOVATION

APPAREL

Discover the technologies disrupting the fashion,
apparel and footwear industry at this two day
gathering in the heart of the world's fashion capital.

ars and brands, working together to advance 3D technology
ootwear designers, retailers, manufacturers and supply chains.

Wh When
S 2 VIEW 2016 VIEW 2015 _ ACTIVITIES
JUNE 27 & 28 2016 NEW YORK, USA PROGRAM SNAPSHOT
Starting at 730am The Union League Club Publishing
SARAM .
PERDON Thoughtware
i * Research & White Papers
o g |+ Methods & Data Standards
Ea-Cobumbin Under -'; H
EDUCATION ' osting
. SUBCOMMITTEE |+ Webinars
Driving Standardization in Driving Standardization and Driving Alignment of Creative ' *  Focus Groups
Digitai Fabric Creation, Interoperability of 3D Body Industries & Institutions on ' «  Conference Presentations
Digitalization & Simulation Processing Technologles Workforce Preparedness i
*  Working Sesslons
MEMBER BRANDS & INSTITUTIONS

KALYPSO GOALS

* Deepen Rels ships w. Brands

%

O TARGET @ Columbia D3 L1 & FUNC @ p. - UL
& DECKERS = VI St




2018 RESULTS

Most product leaders today  Voice of Customer PLM is an integral
are actively pursuing some remains the clear component of
form of digital product starting point in the digital equation
creation initiative advanced analytics

say integration
between 3D and
80 PLM is important

%

are investing
now or in the
next 12 months

express challenges
connecting digital assets

say it’s say it’s
important important

are investing are investing
now or in the next now or in the next
12 months 12 months

and data throughout the
end-to-end process

Source: Third annual Leading Product Development Practices in a Digital World 2018; Kalypso,
Pl Apparel and Indiana University Kelley School of Business Center for Education & Research in Retail



Digital Product Creation Use Case Segmentation

Create Make > > Sell

3D Product
Development

Vlsual Assortment Planning /

E' Digital Product Design Line Review

Virtual Showroom for Store

coo||  Visual Line Planning Virtual Fit Testing

&
SOH  Planning

i

ﬂ Digital Color &
===, Artwork Design

J‘“‘% Material Virtualization
Photorealist

Rendering

Virtual Simulation

Digital Assets for Stores

Development Task
Automation

Digital Assets for Marketing

Digital Assets for

Automated Cut & Sew
eCommerce

3D Printing / Additive Virtual Consumer

‘ | Voice of Consumer

i’ Analytics Testing Manufacturing Try-On
: Design Task Personalization
Automation

Configurator
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Kalypso DPC Use Case Framework
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2019 Digital Maturity Model

Kalypso’s digital maturity model provides an aggregate picture of the
industry’s current and future maturity based on this year’s survey responses.

Each use case’s maturity average is plotted on a 1-5 scale graph providing
visibility to adoption efforts.

Formal Proofs Use case has been

Little to no Develop In process .
effort has strategy and of Concept of scaling implemented company-
been done [ have been bevond PoC wide and all users are
pia implemented y trained
Maturity
Level 1 2 3 4 5

KALYPSO



2019 RESULTS

43% of respondents

who participated in 39, 24%

the 2019 survey are o/  Sr.Manager Director
- 11%

VP or higher role Manager

from 39 companies

14%

Other

8% 35%

C-Suite
SVP, VP, Head

Annual Survey on Digital Product Creation Maturity in Retail, Footwear and Apparel. Kalypso, 2019
Forty-two respondents answered the 2019 survey via Qualtrics KA LY P S 0




2019 RESULTS

Respondent Demographics

COMPANY REVENUE COMPANY TYPE OWNED BRANDS

$5B-$10B ¢10p_go08

b | 52%

LR 27% Brand

apparel/footwear

Retailer with private manufacturer

brand program
and national
brand program

$0- $500MM

73% of respondents
have proprietary
products for at least
50% of their offering

56% of the respondents Approximately 50/50 mix

are $1B+ companies of retailers and brands

Annual Survey on Digital Product Creation Maturity in Retail, Footwear and Apparel. Kalypso, 2019 KA LY P S o



2019 Annual Survey Results:
Digital Product Creation Maturity
in Retail, Footwear and Apparel

L KALYPSO



CURRENT STATE: Where is the industry with DPC adoption?

CREATE

Maturity Level  Industry
1 2 3 4 5 Average
Little to No Developing Conducting In Process Operating -4 Leaders
Use Cases Activity Strategy POCs of Scaling at Scale
3D Product Design -------‘
Material Design & Scanning -------.‘
Digital Color & Artwork Design e < e Hi ghest adoption in
Photorealistic Rendering ---.‘ use cases focused on
VoC Analytics Integration Creating 3D aSSGtS

Visual Line Planning

Design Task Automation

* Largest industry-to-
leader gap in the
Visual Line Planning
use case

* Leaders not yet
operating at scale but
are furthest along in
the CREATE capability

Source: Annual Survey on Digital Product Creation KA LY P S O

Maturity in Retail, Footwear and Apparel. Kalypso, 2019



FUTURE STATE: Where does the industry want to be in two years (July 2021)?

CREATE

Use Cases

Maturity Level > Industry

1 2 3 4 5 Average

Little to No Developing Conducting In Process Operating ----4p Leaders
Activity Strategy POCs of Scaling at Scale

................................................................... — Y 3
............................................................... O ¢
.................................................................. C—— ¢ e Ind UStry eXpeCtS

Photorea||st|c Rendering ---------------------------------------------------------- P e —————— ‘
VoC Analytics Integration

Visual Line Planning ------------------------------------------------------------------- e ‘
Des|gn TaskAutomatlon EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE

S ——

| 4

largest capability jump
in the Visual Line Plan
use case

 Most leaders expect to
be in process of
scaling core asset
creation by 2021

Source: Annual Survey on Digital Product Creation KA LY P S O

Maturity in Retail, Footwear and Apparel. Kalypso, 2019



CURRENT STATE: Where is the industry with DPC adoption?
Maturity Level

..... » Industry
1 2 3 4 5 Average
Little to No Developing Conducting In Process Operating ----4p Leaders
Use Cases Activity Strategy POCs of Scaling at Scale

* Most mature MAKE
use cases are Digital
Product Development
and 3D Printing

= . * Large current state
............................................. ~ V'S
................................. > ¢ gap between leaders

ol 3D Printing/Addtve Manufacturng___ R < ¢ and industry on 3D
< SN a— ¢ Printing
= B S « Little movement
L 4
currently on
Development Task
Automation

Source: Annual Survey on Digital Product Creation KA LY P S O

Maturity in Retail, Footwear and Apparel. Kalypso, 2019




FUTURE STATE: Where does the industry want to be in two years (July 2021)?

Maturity Level _ Industry
1 2 3 4 5 Average
Little to No Developing Conducting In Process Operating -4 Leaders
Use Cases Activity Strategy POCs of Scaling at Scale

 C(Clear advancement
expected in the Virtual

Fit Testing use case
................................................................ e < _
....................................................... N PY * Industry expecting
.................................................. > ¢ largest jump in
................................ > Capab"ities in the
............................................ P Ps Development Task
...................... > ¢ Automation space

MAKE

Source: Annual Survey on Digital Product Creation KA LY P S 0

Maturity in Retail, Footwear and Apparel. Kalypso, 2019




CURRENT STATE: Where is the industry with DPC adoption?

Maturity Level > Industry
1 2 3 4 5 Average
Little to No Developing Conducting In Process Operating ----4p Leaders
Use Cases Activity Strategy POCs of Scaling at Scale
« Leadersoutin fronton
the top three use cases,
conducting POCs in key
areas of SELL
* Large current state gap
between leaders and
industry on Virtual
Showroom capability
.
.
[ Virtual Showroom/Store Planning [ ¢

CustomizationPlatform ~ |CCCCCICETEICITEREPEITE —
Digital Assets for eCommerce
Digital Assets for Retail/Store . )
Source: Annual Survey on Digital Product Creation KA LY P S O
Virtual Consumer Try-On  |ECEEEE >—-‘ Maturity in Retail, Footwear and Apparel. Kalypso, 2019

SELL




FUTURE STATE: Where does the industry want to be in two years (July 2021)?
Maturity Level

..... » Industry
1 2 3 4 5 Average
Little to No Developing Conducting In Process Operating ----4p Leaders
Use Cases Activity Strategy POCs of Scaling at Scale

 Leaders expecta
small jump in Virtual
Assortment Planning,
perhaps indicating a
need for more assets
to scale this use case

 Leaders expectto
accelerate beyond the
top three, with huge

N strides in eCommerce
---------------......................................’____________________’
Vir‘[ualShowroom/Store Planning ~ |CRRERRCEETETTETTEr S EETE e e P eI e P LT LR RET > ‘

Customization Platform EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE .p................___________’

SELL

Digita|AssetsforeCommerce --------------------------------.--.--.--.--.--.--.-}.------.-.-.--------.-’

Source: Annual Survey on Digital Product Creation KA LY P S O

Virtual Consumer Try-On Maturity in Retail, Footwear and Apparel. Kalypso, 2019

Digital Assets for Retail/Store




FUTURE STATE: Where does the industry want to be in two years (July 2021)?

Maturity Level _ Industry
1 2 3 4 5 Average
Little to No Developing Conducting In Process Operating -4 Leaders
Use Cases Activity Strategy POCs of Scaling at Scale

3D Product Design ------------------------------------------------------------------- | — ‘
Material Design & Scanning

.................................................................. [ ¢
.......................................................... R ¢
Very Few
................................................................... S— r'S Respondents

CREATE

Design Task Automation ¢

................................................................ e ¢ EXpeCt_tO be
Operating at

....................................................... > ¢
.................................................. > P Scalein Any
................................ —3
............................................. ey of these
...................... > ¢ Capabilities
o I
A in Two Years
.............................................. > ¢
.......................................... > ¢
-------------------------------------- et s s mogresome K ALY PSO
" Maturity in Retail, Footwear and Apparel. Kalypso, 2019

MAKE

SELL




Kalypso LP 2019 © - Proprietary & Confidential

20

Why Are Companies Failing to Scale?

13 COMMON DPC PITFALLS (in no particular order)

1.
2.

w

N o o bk

Executive sponsors are too junior
Don’t really understand the technology

No/limited business case and/or definition
of success

Limited, inadequate budget
Attempt to execute with part-time resources
Apply it too narrowly to the business

Don’t invest in talent re-skilling & hiring

8.
9.

10.
11.

12.
13.

Don’t fully leverage vendor partners

Don’t build a proper foundation of standards,
libraries and foundation technology

Don’t properly charter POCs and Pilots

Don’t properly redesign the underlying
processes

Underestimate people impact

Fail to anticipate the technical integration
needs

KALYPSO



Leading Practices to Overcome Scaling Challenges

o —
Consistent Terminology Aligned Vision that

Cross-Functional DPC
Sponsorship and around Use Cases with Prioritizes the Use Cases
Governance Model Common Understanding into Clear Program Scope

Program Chartering and
Phasing with Clear
Success Criteria

CT—T—— (OE—- 8 = !
— = 8@8 —“’Tmm"m
Program Organizational Scaling Plan that Outlines

Program Threads that
Logically Structure the
Transformation Work

how Scope will Increase

Defined Program Plan
Over the Life of Program

Including POCs, Pilots,
and Foundational Work

Chart that Defines Roles
and Accountabilities

@ oo
| o

IEEO] | J)
Holistic Benefit Case with  Investments to Stand Up A Focus on Leading the Technology Integrations
a Focus on Tracking Value New Processes, Organization through that Enable Efficiency,

Metrics and Adoption Resources & Technology the Change Automation, and Speed

KALYPSO




Steve Riordan & 0  Will Yester
Managing Director t" J Senior Manager,
Consumer e Digital Lead
steve.riordan@kalypso.com will.yester@kalypso.com
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vist Kalypso.com/3DRC

59 for more information on the report.
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Annual Survey: Digital Product Creation
Maturity in Retail, Footwear and Apparel
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INSIGHT 4

CREATE I B
Industry Industry Leaders Leaders
M a tu ri ty Current Future Current Future
3D Product 2.41 3.24
Design 314 ALY
Visual Line 1.95 3.24 ‘
Planning h A
Digital Color & 2.30 3.22
Artwork Design 329 NN
Material Design 2.30 3.14
& Scanning 329 AN
Photorealistic 2.08 2.92
Rendering 255 AN
VoC Analytics 1.97 270
Integration 214 NNNNNNNCEN

Design Task
Automation

1 2 3 4 S

Annual Survey on Digital Product Creation Maturity in Retail, Footwear and Apparel. Kalypso, 2019 KA LYPSO
Averages of current and future state ranking for each use case in the Create scenario




INSIGHT 5

CREATE MAKE SELL . B
Maturity

Current Future Current Future

3.16

Digital Product ‘
314 ANNNNNNELEN

Development

2.84

NN 7N

Virtual Fit Testing

3D Printing/Additive )
Manufacturing 324 NNNNANCEEN
Development Task 2.46 }
Automation 171 N
1.54 2.03
Automated Cut & Sew 171 NNUETN
Virtual Testing 1.32 1.78 1
& Simulation R 257
1 2 3 4 5
Annual Survey on Digital Product Creation Maturity in Retail, Footwear and Apparel. Kalypso, 2019 KA LYPSO

Averages of current and future state ranking for each use case in the Make scenario



INSIGHT 6

CREATE MAKE SELL 1 NN
M atu rity urren uture urren uture
Digital Assets R 8.05 |
for Marketing . 271 AL
1 IA 1.89 2.78
Plan\ﬁgg/ Lliseolgg?/zlx &\\\\\\\2.71 W
Digital Assets P N2.73

1.0 NNAANAAANNANSERN

for eCommerce

Visual Sh 1.84 \
S Store Planning BTy
T 173 NN
ustorization £ AT
Digital A 1.54 2.16
for Ili’geliz il/ g?c? ﬁ: \}\?\%

Virtual C N\ L 78Y
irtua onsT ;lymoenr 3 ;\&\\\\\\\\\\\\\w
1 2 3 4 5

Annual Survey on Digital Product Creation Maturity in Retail, Footwear and Apparel. Kalypso, 2019 KA LY P S O
Averages of current and future state ranking for each use case in the Sell scenario
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Use Cases

CREATE

3D Product Design

Material Design &
Scanning

Digital Color
& Artwork Design

Visual Line Planning

Design Task
Automation

Photorealist Rendering

Voice of Consumer
Analytics Testing

MAKE  °

Digital Product
Development

Virtual Fit Testing
Virtual Simulation

Development Task
Automation

Automated Cut & Sew

3D Printing / Additive
Manufacturing

SELL

Digital Assets
for Marketing

Digital Assets
for eCommerce

Digital Assets
for Stores

Visual Assortment
Planning /
Line Review

Virtual Showroom
for Store Planning

Virtual Consumer
Try-On

Personalization
Configurator

40+ leaders in the retail industry weighed
in on 20 DPC use cases that apply to the
ways RFA companies Create, Make and
Sell products. They ranked their
organization’s current and future maturity
in these areas on a 1-5 scale.

They also indicated when they
plan to invest in each use case.

And for companies who indicated that
they are “Already Investing” in certain use
cases, we dug in to ask which categories
they are investing and scaling in.

KALYPSO




Executive Summary

Average Industry Maturity

is Between Level 2 (Strategy /
Experimentation) and

Level 3 (Proofs-of-Concept)

There is a Huge Jump in
Investment and Capability
heeded to move from 3
(Proof of Concept) to 4

Highest Maturity Use Cases
Align to CREATE and MAKE,
with a focus on the essentials
of creating 3D content

Everyone is doing something

Every company surveyed had
at least one use cases that
they feel is in Proof-of-

The industry average maturity
indicates that the majority

of respondents are either
developing their strategy or
conducting proofs-of-concept.
When you look at leaders in
the space, you see a
meaningful shift towards
Proof of Concepts and Scaling
(Level 4). Very few, if any,
companies we surveyed have
a significant number of use
cases operating at scale
(Level 4 or 5)

(Scaling)

We consistently see clients
struggle with advancing beyond
Proofs of Concept, and the data
supports this. Very few
respondents believe that they

are in the process of scaling,

and a surprising few believe they
will be operating at scale (Level 5)
within the next 2-years. While the

ambitions are high, companies are

realistic about the level of change
and investment needed to scale
digital product capabilities

3D Product Design, Digital
Product Development,
Material Scanning, and Digital
Artwork are the leading
capabilities - these use cases
are often combined to be a
“minimum viable product”

for DPC because they give

a Product Design and
Development team the
essential tools to begin

to do some of their work
through a digital workflow

Concept, and all companies
expected to make investments
in a handful of use cases in
the next two years. Companies
recognize the importance

of digital product creation

for their future and are
starting to make strides to
build those capabilities,

even if at a modest pace

KALYPSO



INSIGHT 1 - Most Mature Use Cases

Percentage of respondents which scored current
These use cases

state as 3 or above
are currently ranked
most mature:

91% 49% 49% '46%

Digital Product Material Design Digital Color & 3D Product
Development & Scanning Artwork Design Design

A Note on Future Maturity:

By 2021, 81% of $1B+ companies we surveyed plan to reach
maturity with Visual Line Planning and 71% with both 3D Product

Design and Digital Assets for Marketing and eCommerce

Annual Survey on Digital Product Creation Maturity in Retail, Footwear and Apparel. Kalypso, 2019 Jg X P S O
Percentage of current maturity by use case is based on the average of 3, 4, and 5 responses in Current Maturi L&!‘O




