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Market

+ Travel retail is a complex channel which includes airport
retail (duty free & food services), cruise & ferry, border
stores and other smaller channels.

« Airport retail is the biggest channel with a focus on
international travellers.

+ Retail is operated through a concession model which is
costly for retailers which in turn must focus on high value
and profit categories & products.

Category & Consumer

« Alcohol and confectionary are the biggest opportunities
in food & drink, especially in the duty free stores.

«  Whisky is the biggest alcohol category with single malts a
driver of good performance. Gin continues to perform well
while tequila is on the rise more recently.

« Shopper mission has an impact on purchase with
confectionary most popular on impulse while alcohol is
most popular on planned purchases. Passenger
nationality and destination has an impact on purchase
too.
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2023 Outlook

Travel retail has suffered deeply from the plunge in
international travel with the pandemic.

However green shoots from Summer 2022 show the road to
recovery could be as early as 2023 for some regions like Europe

and Americas, if airport capacity can be improved.

There is a shift towards a younger and less affluent passenger

while business travelling is not set to come back to pre-

pandemic levels. This may impact the premiumisation trend.

How can | reach this market?

Understand which products in your range could fit the travel
retail shopper missions, premiumisation trend but also the

younger shopper demographic.

Be ready to prove your product’s performance in domestic
market to retailers and tell your provenance story fitting the

local airport offer (“made in Scotland”). If suitable, also
consider a travel retail exclusive.

Target UK airports as a priority and thus Dufry (WDF branch

which operates the majority of UK airports) and to a lesser
extent Lagardere (Aelia). Also consider retailers like WH
Smith, Boots and food services.

@



OVERVIEW OF THE MARKET

What you need to know about the channel, categories
& consumers.



THE TRAVEL RETAIL CHANNEL IN QUESTION: A COMPLEX CHANNEL

FOCUSED ON THE PREMIUM SEGMENT

 The first duty free shop was opened at Shannon airport in Ireland in 1947.

* As aviation developed, duty free sales increased rapidly over the years, making

airports the biggest travel retail channel.

DUTY & TAX FREE SALES EVOLUTION (US$BN)

Source: Generation Research

You should also be aware of other travel retail routes to market:

Cruise and Ferries (on- and off-trade)

Food services in airports

Airlines (on-board)

Border stores (more prominent in America)

Downtown duty free & offshore duty free stores (specific to Asia)
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The particularity of airport travel retail is that it is
operated on a concession model. Retailers such
as Dufry pay a fee to the airport for operating
the store.

Retailers compete worldwide rather than
against domestic markets although cross
reading of prices against domestic is present.

This tends to be a costly model which has
resulted in consolidation of retailers across the
world as well as a focus on ranging high margin
categories and products in a tight space.

Given its worldwide nature, logistic costs are
also a barrier for supplier to enter the market. It
also means retailers are risk averse when it
comes to listing NPDs.

See www.dutyfreehunter.com for a global
database of duty free stores
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RETAILERS HAVE BEEN CONSOLIDATING ACROSS THE WORLD SINCE THE 00s

Top 15 Travel Retail Retailers in 2021 (by turnover, € million)

China Duty Free Group
Lotte Duty Free

The Shilla Duty Free
Dufry Group

DFS Group

Lagardere Travel Retail
Shinsegae Duty Free
Gebr Heinemann

Duty Free Americas
Hyundai Duty Free
Dubai Duty Free

3Sixty Duty Free

King Power International Group (Thailand)
WHSmith Travel

Aer Rianta International
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2021 saw Asian retailers cementing strong positions despite slow

international travel due to the pandemic. Access to offshore stores like
Hainan (CDFQ), the world'’s largest duty free store, and to downtown duty
free stores (Lotte & Shilla) helped these retailers.

WORLDDUTY
FREEGROUP

A ® DUFRY Company

iy,

Dufry operates the majority of the UK airports through their
WDF branch with Heathrow the UK biggest airport. Edinburgh is
in the top 5 and is also with WDF. See the list of stores here.

« Aelia (Lagardere) operates London Luton and City. It also operates the
“Discover Glasgow" store at the Glasgow airport and the same format in

Aberdeen.


https://www.dutyfreehunter.com/
https://ezine.moodiedavittreport.com/the-moodie-davitt-ezine-313/top-travel-retailers-introduction
https://worlddutyfree.com/en/our-stores

A KEY WAY TO LOOK AT THE TRAVEL RETAIL CONSUMER IS THEIR
NATIONALITY AND WHERE THEY ARE HEADING
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INTERNATIONAL TRAVELLERS CONSIDER SHOPPING AS PART OF THE

HOLIDAY EXPERIENCE, ESPECIALLY THOSE FROM ASIA AND MIDDLE EAST

7

GLOBAL

&
© asx
Variety of products

makes DF a great place [[ : _-] 47%
[

for shopping
£y s

Source: Duty Free World Council, 2020 Q1. By nationality ref to 2015 survey.

Part of the
travel experience

Great place to
try new brands

More motivated
to buy
“DF exclusives”
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Great place to
Buy gifts

Truly different
experience

Prices are usually
cheaper

Exclusive and
unique products
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“‘Given that product ranges
are significantly greater
online, consumers are
naturally more intrigued by
exclusives they can find
only in travel

retail.” according to mind-
set CEO, Peter Mohn.
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THE SHOPPER MISSION IS IMPORTANT SO AS TO UNDERSTAND
WHICH OF YOUR PRODUCTS COULD FIT THE RETAILER'S RANGE

Buy for back home Buy for back home

5%

buy on

46%

buy for
themselves

request
(from
someone

Source: Duty Free World Council, 2020 Q1.
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ALCOHOL AND CONFECTIONARY ARE THE MAIN OPPORTUNITIES IN DUTY FREE

STORES. DON'T FORGET FOOD SERVICES AS A WAY IN TOO.

« Depending on the shopper mindset,
top categories are different with
confectionary ranking first on
Impulse purchase while alcohol is
first for planned purchase. 40%

Top impulse purchase

Confectionery

« Impulse purchase is growing
according to mind-set although it's Souvenirs & Gifts items |

unclear how the pandemic has
iImpacted this behaviour.

Clothing & Accessories

» 0% of plonaery

S
Y

* In 2016, 19% of shoppers purchased
on impulse compared to 24% in 2019.

« Travel exclusive are especially
iImportant in alcohol.
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Top planned purchase
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Source: mlnd-set research, 20,000 passengers worldwide, 2019



FOCUS ON THE ALCOHOL CATEGORY PLAYERS...

Traditionally, whisky is the biggest seller in the channel making
up 40% of GT spirits volumes pre pandemic.

« Top brands by volume pre pandemic were Johnnie Walker, Jack
Daniel’'s and Chivas.

« Single malts are the growing segment as well as whisky from around

the world (American, Irish, Japanese) while blended whisky is more Top alcohol brands pre-pandemic

' % Change Volumes  CAGR Volume |

stagnant. #  Brand 2017102018  2013to 2018

‘1 Johnnie Walker Scotch 7.8% 3.0%

12 Jack Daniel's Whiskey 1.8% 3.8%|

- Cognac is the other big player in travel retail spirit dominated by ,“3‘ e — —
Hennessy Cognac. |5 Hennessy Cognac -23% 57%!

(6 Ballantine's Scotch 5.9% 1.8%)|

7  Baileys Cream Liqueur -2.1% 0.0%

. . . . ‘8 Bacardi Rum -3.3% -4.0%

* Vodka is the third biggest category dominated by Absolut and ‘s smimoff Vodka 13.5% 32%.
Smirnoff. But the focus of consumers tends to shift from vodka to 10 Martell Cognac 29% 12.1%)
gin in the paSt feW yea rS a nd ﬂOW tequila Wh iCh iS Seei ng hig h Units: 000’s of nine-litre cases Source: IWSR Drinks Market Analysis 2019

demand in 2022.

« Liqueurs also tend to be a strong performing category in travel
retail.

11 Reproduction or re-use not permitted without prior agreement.  Source: Airports Council International, TR Business


https://airport-world.com/aci-world-confirms-global-traffic-figures-for-2021/#:~:text=Passenger%20traffic,of%2049.5%25%20from%202019%20results.
https://www.trbusiness.com/regional-news/international/appetite-for-travel-will-maintain-pax-demand-in-face-of-headwinds-says-iata/221517

... AND THE ALCOHOL CATEGORY TRENDS

12

Travel retail exclusives and premlum offers are a big driver of purchase in this
category with sometimes whisky prices fetching record prices.

The trend towards premiumisation in travel retail shows no sign of slow down
right. However the prospect of cost-of-living crisis and the shift towards
younger passengers may focus this trend towards value for money and
experiential products (see slide 20-21).

Passenger nationality has an influence on spend mix and levels with Chinese,
American and Russian passengers often spending most on alcohol.
Destinations like Spain are popular with white spirit such as gin.

There is a travel retail limit on alcohol which retailers and brands need to
educate shoppers on. Arriving into the UK, if the limit is exceeded then no duty
free can be applied.

Food services are another avenue to explore for accessing the travel retail
channel along with in flight service. Airports are investing more and more to
make the “after security” an area of experience and varied offer. This may
open opportunities for local suppliers though big chains tend to dominate so
far, in partnership with specialised suppliers like SSP.

Reproduction or re-use not permitted without prior agreement. Source: Airports Council International, TR Business

Earlier this month at
Dubai International
¥ Airport (DXB), a full
% collection of The

\ Macallan Six Pillars was
} sold to a private
{ collector for a new
& record price of
$816,748, the highest
price ever paid at retail
& for the exclusive set.

Forbes

RETAIL

Duty-Free Retail Continues To
Attract Highly Coveted Scotch
Whiskies—And Set Records

Kevin Rozario Contributor @
I cover retail and the global traveling shopper.

Jun 27, 2022, 11:29pm EDT

Before security After security

Restaurants and bars at Edinburgh airport


https://worlddutyfree.com/en/custom-allowances
https://www.foodtravelexperts.com/international/our-markets/uk-ireland/brands/
https://airport-world.com/aci-world-confirms-global-traffic-figures-for-2021/#:~:text=Passenger%20traffic,of%2049.5%25%20from%202019%20results.
https://www.trbusiness.com/regional-news/international/appetite-for-travel-will-maintain-pax-demand-in-face-of-headwinds-says-iata/221517
https://www.forbes.com/sites/kevinrozario/2022/06/27/duty-free-retail-continues-to-attract-highly-coveted-scotch-whiskies-and-set-records/?sh=7727fa361256
https://www.forbes.com/sites/kevinrozario/2022/06/27/duty-free-retail-continues-to-attract-highly-coveted-scotch-whiskies-and-set-records/?sh=7727fa361256

SOME EXAMPLES OF SCOTTISH BUSINESSES WITH A PROFILE IN

TRAVEL RETAIL: WHAT CAN WE LEARN FROM THEM?

New Edinburgh Gin launches exclusively with Dufry

A ByJillSayles W in Europe. Latest News, Liquor & Wines, ProductNews @ July1s.2022 % Comments Off

The product will go into UK World Duty Free stores and other main airports in Europe

Walker’s Shortbread launches GTR range to expand
worldwide with Dufry

L By DFNIStaff Writer B8 in Airports. Confectionery & Fine Foods. Europe. Global, Latest News, Product News. Retail News
Aprils. 2022 ® Comments Off

The19 product gifting range will expand to 55 global sites with Dufry

WaLKER's

SPEYSIDE - E

SHORTBREAD _—, \
FINGERS &L o

ALL BUTTER

750g € 26.40z @0

Strawberry & Pink  Peppercorn
Edinburgh Gin (IL / 40% ABV / £29.99)
will complement the existing Dufry
range of full-strength gins, Rhubarb &
Ginger, Watermelon & Lime and
Classic, along with the three
Edinburgh Gin liqueurs, Rhubarb &
Ginger, Raspberry and Elderflower.
Flavoured gin is driving growth in the
category and currently represents
40% of sales in the UK off trade.

The gifting range launched in the UK
in April at Dufry’s Heathrow and
Gatwick aqirport stores and will
expand worldwide in June reaching
55 sjites with Dufry. UK-themed
products round off the range with
three Sense of Place Gift Boxes
featuring historical landmarks such
as Edinburgh Castle and Big Ben. [..]
The range is in line with Walker's
commitment to sustainability
featuring recyclable paper and
recyclable Gifting Tubes with paper
bases.

Reproduction or re-use not permitted without prior agreement.

Consumer shopping mission:
treat for myself (souvenir) or
perfect gift for my loved ones
Why should | buy it in travel
retail? It's a unique flavour
Retailer story: Taps in flavoured
gin category trend in domestic
market and exclusive flavour

Consumer shopping mission:
perfect gift for my loved ones
Why should | buy it in travel
retail? It's a unique pack with a
premium feel

Retailer story: taps into gifting
opportunity adapted to travel as
well as sustainability trend


https://www.dfnionline.com/latest-news/new-edinburgh-gin-launches-exclusively-dufry-15-07-2022/
https://www.dfnionline.com/latest-news/walkers-shortbread-launches-gtr-range-expand-worldwide-dufry-06-04-2022/

MORE EXAMPLES OF TRAVEL RETAIL ACTIVATIONS (click on image for the article)

EUROPE

Distell reveals festival-inspired Glasgow
Airport activation for Bunnahabhain

Passengers travelling through Glasgow Airport
can discover two new limited edition releases
of Bunnahabhain whiskies, which are being
showcased...

Nestlé and Dubai Duty
Free partner for launch of
Quality Street regional
edition

The Mackintosh's Quality Street
Oriental Selection features four
regional flavours and was
introduced in selected Dubai Duty
Free stores this month ahead of
the Eid al-Adha holidays. Read
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Independent distiller Loch Lomond Whiskies recently unveiled two
limited-edition single malts that will celebrate golf's prestigious Opet
Championship.

Loch Lomond The Open Course Edition 2022, and Loch Lomond
The Open Special Edition 2022, were created to mark the 150th
year of The Open Championship, of which Loch Lomond Whiskies
is the official spirit partner.

The 150th Open will be played on Scotland's historic links of The
Old Course at St Andrews this July.
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Interview: Whyte &

Mackay on maintaining
the momentum in
prestige malts

Leading Scotch whisky distiller
Whyte & Mackay is reinforcing its
premiumisation agenda with
activity around its malts
collection, including the planned
release of new expressions for
flagship brand The Dalmore. Read
More

Nestlé and Lotus Biscoff
join forces to create
limited-edition Kit Kat
flavour

The taste-bud tempting combo of
Kit Kat’s milk chocolate wafers
and Lotus Biscoff's crunchy,
caramelised cinnamon spread
arrives in travel retail via an
exclusive, limited-edition format.


https://www.moodiedavittreport.com/nestle-and-dubai-duty-free-partner-for-launch-of-quality-street-regional-edition/
https://www.moodiedavittreport.com/nestle-and-dubai-duty-free-partner-for-launch-of-quality-street-regional-edition/
https://www.moodiedavittreport.com/nestle-and-lotus-biscoff-join-forces-to-create-limited-edition-kit-kat-flavour/
https://www.moodiedavittreport.com/interview-whyte-mackay-on-maintaining-the-momentum-in-prestige-malts/https:/scotlandfoodanddrink-my.sharepoint.com/personal/anne-laure_foodanddrink_scot/Documents/1.%20TKB/Global%20Travel/1.%20Luxury%20Travel%20(Nicola's%20presentation).pdf
https://www.trbusiness.com/regional-news/europe/distell-unveils-festival-inspired-bunnahabhain-activation-at-glasgow-airport/219421
https://thewhiskeywash.com/whiskey-styles/scotch-whiskey/loch-lomond-unveils-limited-edition-whisky-to-celebrate-the-opens-150th-championship/
https://thewhiskeywash.com/whiskey-styles/scotch-whiskey/loch-lomond-unveils-limited-edition-whisky-to-celebrate-the-opens-150th-championship/

THE OPPORTUNITY FOR SCOTTISH BUSINESSES IN DUTY FREE SHOPS

v Target WDF Dufry UK listing with a focus on Scottish
airports, especially Edinburgh and Glasgow (playing on
provenance story of your product) as well as London
airports (highest international passenger traffic,
gateway into UK). Also consider retailers like WHSmith
and Boots.

hisk
"";(;n%a\

v A secondary target is Lagardere with their Aelia duty
free shop at Luton airport as well as the “Discover
Glasgow” shop at the Glasgow airport and the same
format in Aberdeen.

v Demonstrate your domestic success to convince on
listing as well as highlight your provenance story,
fitting the local airport offer (“made in Scotland”).
Retailers are very risk averse in travel retail and want to
have confidence in listings as space is very expensive to
them. They also often expect marketing investment.

15 Reproduction or re-use not permitted without prior agreement.



KEY QUESTIONS TO ASK YOURSLEF IF YOU ARE INTERESTED IN THIS
CHANNEL

SHOW THE RETAILER YOU UNDERSTAND... QUESTIONS TO ASK YOURSELF

The shopper mission Is my product more fitted for gifting, a personal treat, a
souvenir, something for the flight?

The domestic and passenger trend Which are my best seller in the domestic markets?
Which nationalities would be keen on my product?

The range tiering What can you offer to the retailer? Do you have an
exclusive flavour you could propose? Is your product
premium or super premium? Is it attractive for young
shopper segments?

How you fit in the global travel landscape What's your unique value add? Why should a retailer
give you shelf space which comes at a big premium for
them given the concession model? What is your
provenance story? Can it fit in local offer / “made in
Scotland” range?

16 Reproduction or re-use not permitted without prior agreement.



Edinburgh airport store pictures (Aug 22)
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OUTLOOK FOR 2025

Green shoots from Summer 2022 show the road to
recovery could be as early as 2023 for some regions.



THE SECTOR BRACES FOR ANOTHER FEW TOUGH YEARS BUT

RECOVERY IS ON THE HORIZON

Worldwide international arrivals in Jan-June 2022 and Jul-Sep 2022
as of 8 June 2022; vs same period in 2019

S

Worldwide international

tourist arrivals

SUMMER: '35%

YTD: '540/0

The Americas Europe Africa & Middle East
SUMMER: -24% SUMMER : -29% SUMMER : -17%

Top resilient Easing of restrictions
" TOTAL: o ¥ z
a4 reignites interest in
Sun and Beach - g

Europeandestinations Asia Pacific

Flight searches for long-haul travel to destinations in Asia Pacific made
I ' l al fourlat amivals on the book between 1 Jan and 12 Jun 2022; % share of all searches
n destinations in Q3 2022 vs 2019

India 22%
1%t Antalya (TR) +81% S riea o
atlan o
2" Tirana (AL) +36%
Philippines 8%
3¢ Mykonos (GR) +29%
Indonesia 7%
4™ Rhodes (GR) +29%
5% Chania (GR) +26% Australia 7%
6" Heraklion (GR) +23% Pakistan 6%
7% Thira (GR) +20% Vietnam 4%
8" Thessaloniki (GR)  +17% Sri Lanka 3%
9t Alicante (ES) +16% China 3%
10" Funchal (PT) +11% Japan 3%
(@) source: Fomveraieys Actual Ai Tikets ZJ tm "&,t (@) source: ForwardKeys Fight Search
Frriter
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In 2021, the world's airports saw 4.6 billion passengers, an increase
of 28.3% from 2020 but a drop of 49.5% from 2019 results.

The top 20 airports, representing 19% of gIobaI traffic (863 million
passengers incl. domestic travel), saw a gain of 42.9% from 2020
but a drop of 31.9% vs. 2019.

2022 initial numbers seems to show a more positive picture
despite the Summer travel disruptions (capacity & labour
challenges) as well as high cost of fuel for airlines.

Pent up demand otherwise known as “revenge travel’ is a factor
with consumers looking for beach and exotic destinations.

The Americas is estimated to recover in 2023, joining Europe, but
Asia Pacific and Africa are not tipped to return to 2019 passenger
volumes until 2024/2025 with China still closed.

Source: Airports Council International, ForwardKeys, TR Business



https://airport-world.com/aci-world-confirms-global-traffic-figures-for-2021/#:~:text=Passenger%20traffic,of%2049.5%25%20from%202019%20results.
https://forwardkeys.com/2022-summer-outlook/
https://www.trbusiness.com/regional-news/international/appetite-for-travel-will-maintain-pax-demand-in-face-of-headwinds-says-iata/221517

SCOTLAND HAS SEEN A SLIGHTLY MORE “RECOVERED” AIR TRAVEL IN Q2
THAN ENGLAND, Q3 LOOKING PROMISING DRIVEN BY LONG HAUL FLIGHTS

Q32022 BOOKING

Q2 2022 ARRIVAL VIEW

International arrivals to the UK in Q2 2022; vs 2019 levels

Scotland

Northern Ireland

-23%

\
I 1

]
P

-63% )

=

Belfast -23%
Inverness -27%
Newcastle -27%
Edinburgh -32%
Glasgow -33%
London -34%
Birmingham -40%
Manchester -41%
Aberdeen -48%
Cardiff -63%

-34%

England

1 -35%

Tickets for Q3 travel to Scotland are looking promising
Tickets booked between 1 Jan and 1 July 2022 for arrivals to the UK in Q3; % of 2019

% of 2019

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

e YTD Jul-Sept
Origin markets (vs 2019) (vs 2019)

® Airport disruptions
throughout June are

K

4

o
Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22

====fEngland ====Scotland =——=\Vales

causing a drop in bookings

ForwardKeys

B Source: ForwardKeys Air Ticket Data.

Year-to-date arrivals to Scotland and on-the-book arrivals between 1July and 30
September, as of 7 Jul; var vs 2019

Most resilient YTD Jul-Sept

source markets (vs 2019) (vs 2019)
Domestic -42% -23% 19% +21%
Intra-European -46% -29% Austria -52% -16%
570, 190,
Long-Haul -39% -10% Italy 7% o
Canada -43% -20%
Total International -42% -18%
Germany -41% 21%
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Source: ForwardKeys & ASVA “New market, new opportunities: the return of international & | A
travellers” presentation, July 22 \PNIN




CHANGES TO PASSENGER MIX AND BEHAVIOUR ARE TO BE
EXPECTED

Bain & Company highlights a shift towards a younger & less affluent passenger
which may impact duty free spend. According to the white paper published in 2022:
“By 2025, this group will make up more than 50% of all passengers, while the share
of business travel, long-haul groups, and Chinese passengers—traditional
consumers of the luxury goods sold at airports—declines.”

Other macro trends which will influence the sector are similar to domestic markets
but travel retail has a long way to catch up:
« Frictionless technology (click and collect at the airport whether on board or
at arrival, omnichannel targeting)

« Experiential services at the airport (gym, concert, classes, experiential stores
and ever more diverse restaurant & bar offers)

© DUFRY . Recent partnerships including Alibaba with Dufry and IJD.com with

Alibaba Group

ﬂ/ Lagardére aim to accelerate the development of omnichannel business

models and customer experiences linked to brands.
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Another trend not mentioned in the Bain report is sustainability with airports,
retailers and brands making efforts on net zero targets and product innovation
such as packaging and ingredients. This is especially a focus in Europe & Americas.

According to mind-set, 64% of travellers would be prepared to pay more for a
product if it is environmentally friendly and 43% will actively look for more
sustainable products when shopping at the airport (2020 research).

Travel retail turnover will remain below pre-Covid levels through 2030
Global travel retail market, indexed

CAGR
percentage
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Spending per
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94 83 -2.5%

Note: Data rendered in real terms, excluding food & beverage
Sources: IATA; Bain proprietary travel retail forecasting model; Bain analysis
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‘Open Up Your Horizons

— DFS launches Annual Silent Pool's Green Man Wildwood Gin
Beauty Campaign . p—

through the Metaverse wins new travel retail listings

and in-store
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https://www.dfnionline.com/latest-news/m1nd-set-reveals-post-pandemic-travel-retail-consumer-megatrends-21-06-2021/
https://www.moodiedavittreport.com/airport-retail-brace-for-disruption-a-white-paper-on-the-way-forward-for-the-industry
https://www.dfnionline.com/latest-news/m1nd-set-reveals-post-pandemic-travel-retail-consumer-megatrends-21-06-2021/
https://www.trbusiness.com/sustainability/silent-pools-green-man-wildwood-gin-wins-new-travel-retail-listings/220061
https://www.moodiedavittreport.com/open-up-your-horizons-dfs-launches-annual-beauty-campaign-through-the-metaverse-and-in-store/

OTHER TRAVEL RETAIL CHANNELS MAY REPRESENT AN
OPPORTUNITY WHILE AIR TRAVEL RECOVERS

« Cruise and Ferries are bouncing back fast with a lot of cruise ships now back in full operations according
to dfni. Unlike air travel, cruise traffic is expected to be back to pre-pandemic levels by early 2023. In UK-
Europe routes, the return of duty free sales post Brexit has benefited cruise retail sales a lot.

Projected global cruise passenger volume
Index (2019=100)

2019 2020 2021 2022 2023 2024 2025 2026

DOWNSIDE [ BASELINE W UPSIDE

Numbers represent an index of volume relative to 2019 (2019=100).

+ Border stores have maintained relative strengths throughout the pandemic given local travel and travel
by road was prioritised.

v

* In Asia, off-shore and downtown duty free were a big factor to offset the decline in air travel and will
continue to be as long as countries like China have travel restrictions. Hainan in China (where the
government tripled duty free allowances to the equivalent of circa GBP 11,000, which can also be spent
online post-trip) is expected to represent 18% of total global duty-free business before 2024.

22 Reproduction or re-use not permitted without prior agreement.  Ssource: dfnionline, Cruise Lines International association



https://www.dfnionline.com/lead-stories/11-key-takeaways-dfni-cruise-conference-07-07-2022/
https://cruising.org/en-gb/news-and-research/research/2022/january/state-of-the-cruise-industry-outlook-2022

OUTLOOK IN THE ALCOHOL CATEGORY
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The alcohol category was hit hard by the pandemic, seeing
-70% in sales in 2020 according to IWSR.

But In-spirit predicts a very gradual recovery with 2024 likely
reaching similar levels to pre-pandemic. Alcohol travellers are
more likely to say they are willing to fly immediately or withing
the next 6 months (data collected Q1 2021) according to In-
spirit.

The sales recovery will be linked to the rebound in
international travel, especially from China. However as noted
previously, spend may stay muted with looming inflation and
geopolitical issues as well as change in passenger mix.

Catering to younger demographics, namely Gen Z and
millennials, will be key to the category success and may impact
the premiumisation trend. Indeed, these segments are savvier,
checking price vs. domestic market and looking for a treat
and exclusives, thus putting emphasis on experiential
products.

Alcohol Global Travel Retail Volume

rm out K ve, but an immediate bounce t K not expected

Source: 1n Spirit (IWSR + m1nd-set), 2021
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https://www.theiwsr.com/a-new-role-for-global-travel-retail-amidst-rebound-challenges/
https://www.trbusiness.com/regional-news/international/tr-consumer-forum-exclusive-dftr-beverage-alcohol-data-at-1nspirit-workshop/211802
https://www.trbusiness.com/regional-news/international/millennials-and-gen-z-show-increasing-appetite-for-travel-retail-says-m1nd-set/221769

DRIVERS TO PURCHASE - 2021/2022
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» Price adv. vs local market
Convenience

Loyalty to brand

- Product unavailable at home

Recommended by sales staff

23%

Millennials

Good value for money

23% # Price adv. vs local market

20%

17% d Suitable as a self-treat

17%

Loyalty to brand

It was convenient

34%
28%
25%

20%

20%

Middle Aged

Good value for money
Price adv. vs local market
Loyalty to brand

It was convenient

Different from my usval
product

16%
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RESEARCH BEYOND BORDERS

Good value for money
Convenience
Price adv. vs local market

Loyalty to brand

Enough time to choose

49%
36%
3%
30%

25%

Males Females

Good value for money 32% Good value for money 29%
Price adv. vs local market 25% Price adv. vs local market 28%
Loyalty to brand 22% Loyalty to brand 26%
It was convenient 22% Suitable as a self-treat 22%
Different from my usual d
product 17% It was convenient 22%
24 Reproduction or re-use not permitted without prior agreement.  Source: TR Business
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Loyalty to brand 24% Loyalty to brand 24%

Different from my usual .

product 19% It was convenient 23%

It was convenient 19% Suitable as a self-treat 18%
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https://www.trbusiness.com/regional-news/international/millennials-and-gen-z-show-increasing-appetite-for-travel-retail-says-m1nd-set/221769
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Market

+ Travel retail is a complex channel which includes airport
retail (duty free & food services), cruise & ferry, border
stores and other smaller channels.

« Airport retail is the biggest channel with a focus on
international travellers.

+ Retail is operated through a concession model which is
costly for retailers which in turn must focus on high value
and profit categories & products.

Category & Consumer

« Alcohol and confectionary are the biggest opportunities
in food & drink, especially in the duty free stores.

«  Whisky is the biggest alcohol category with single malts a
driver of good performance. Gin continues to perform well
while tequila is on the rise more recently.

« Shopper mission has an impact on purchase with
confectionary most popular on impulse while alcohol is
most popular on planned purchases. Passenger
nationality and destination has an impact on purchase
too.

Reproduction or re-use not permitted without prior agreement.

2023 Outlook

Travel retail has suffered deeply from the plunge in
international travel with the pandemic.

However green shoots from Summer 2022 show the road to
recovery could be as early as 2023 for some regions like Europe

and Americas, if airport capacity can be improved.

There is a shift towards a younger and less affluent passenger

while business travelling is not set to come back to pre-

pandemic levels. This may impact the premiumisation trend.

How can | reach this market?

Understand which products in your range could fit the travel
retail shopper missions, premiumisation trend but also the

younger shopper demographic.

Be ready to prove your product’s performance in domestic
market to retailers and tell your provenance story fitting the

local airport offer (“made in Scotland”). If suitable, also
consider a travel retail exclusive.

Target UK airports as a priority and thus Dufry (WDF branch

which operates the majority of UK airports) and to a lesser
extent Lagardere (Aelia). Also consider retailers like WH
Smith, Boots and food services.

@



Free resources to discover more

Travel retail magazine and news:

Moodie Davitt: regular update on everything travel retail from product launches to
airport concession changes.

TRBusiness is a similar source.

Travel Markets Insider

Global Travel Retail Magazine

Duty Free News International

Official industry body:

IATA

Global Airport Council

Duty Free World Council which publishes insights

Cruise Lines International Association which also published research

Tax Free World Association (TFWA)

European Travel Retail Confederation

Newsletter from research agency specialised in travel retail & other resources:
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Sign up of the mind-set newsletter for monthly shopper deep dives.

Air4casts Passenger traffic (PAX) and ForwardKeys which both have newsletters

New airline routes tracking

Global database of duty free stores on duty free hunter

Tri-pod podcast focusing on the players in the travel retail industry

Reproduction or re-use not permitted without prior agreement.

Industry trade shows

>

Duty Free and Travel Retail Global Summit: Cannes — 02-06 October
2022

Travel Retail Sustainability Week: online conference and pitching

program.
19-22 April 2022
Travel Retail Consumer Forum: September 2022 (2021 Edition was held

in London)
Cruise Conference 2022: Barcelona —27-29 June 2022
TEWA Asia Pacific Exhibition & Conference: Singapore - 09-12 May 2022

TRAVEL SUMMARY

YOU WILL BE DEPARTING FROM THE MAIN TERMINAL AT EDINBURGH, SC, GB
YOU WILL BE ARRIVING AT THE 2E TERMINAL AT PARIS-DE GAULLE, FR

YOU WILL BE FLYING WITH AIR FRANCE

DEPARTURE SHOPPING

AIRPORT INFORMATION

DINBURG ]

MAIN DUTY FREE STORE(S) SHOPPING

ORLD DUTY FREE - DUFRY &


https://www.moodiedavittreport.com/
https://www.trbusiness.com/
http://travelmarketsinsider.net/
https://www.dutyfreemag.com/
https://www.dfnionline.com/about-us/
https://www.iata.org/
https://aci.aero/
https://dfworldcouncil.com/
http://dfworldcouncil.com/data-resources/
https://www.cruising.org/
https://www.cruising.org/about-the-industry/research
https://www.tfwa.com/
http://www.etrc.org/about-us/introduction.html
http://www.m1nd-set.com/
https://www.air4casts.com/
https://forwardkeys.com/
https://www.anna.aero/latest-airline-route-news/
http://www.dutyfreehunter.com/
https://www.youtube.com/watch?v=SyiCGGGTuf4&list=PLNTIXpb_e6HhLup-S5O1G4eZ8g6ULxoCi
https://www.tfwa.com/tfwa-world-exhibition-conference
https://www.travelretailsustainabilityweek.com/event/578bada9-4217-41a5-bfbe-1d72cfc50162/summary
https://www.travelretailconsumerforum.com/event/dea0efba-ad69-42fb-99e4-c1357e6af9f9/summary?tm=j7jPLIv6YMBREjb2PmA8PAHpneT_dBxmZ-10uY6D6gk&locale=en-US
https://conference.dfnievents.com/dfnicruise2022/en/page/2022-homepage
https://www.tfwa.com/tfwa-asia-pacific-exhibition-conference
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