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Study Highlights

For 2017...

POS spend up for 2017
(25% of retailers for HW, 32% for SW)

Cloud spend up for 2017
(34% of all software)

g Unified Commerce gains momentum

Retailers that only see IT as a cost center will
be eliminated by Amazon and other retailers

Source: IHL Group




Segment Definitions

They are not all created equal

Bl For purposes of this study, we identify retail segments
according to the following:

0,

FDC -Food/Grocery, Drug Stores, Convenience Stores / Gas
Stations, and Mass Merchant / Warehouse Clubs. 32% of the
respondents.

GMS -Specialty Softgoods retailers (shoes, accessories, apparel),
Specialty Hardgoods retailers (DIY, consumer electronics, books,
office supplies, auto parts, etc.) and Department Stores. 60% of

the respondents.

Hospitality —Restaurants, Lodging and Entertainment (casinos /
cruise lines, theme parks, theaters, sporting arenas, museums,
etc.). 8% of the respondents.



Retailers, Leading and Otherwise

They are not all created equal

Bl Average sales growth in the study was 4.1%

Bl For purposes of this study, we categorize
retailers as:

O

O

Leaders —growth of 5% or more. 30% of study.

Average Retailers —growth of between 0% and 5. 38%
of study.

Below-Average Retailer -2016 revenues were flat or
declined. 32% of the retailer pool for this study.
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Study Detalls

The 2017 Store Systems Study is the 14t
annual collaboration of IHL Group with
RIS News. Released at NRF each January,
it represents the first retail tech study of
the new year.



Store Growth

More Stores and Remodels means more IT Spend

Bl Store Count Growth
0 Overall 4.9% increase
0 Just below last year’s highest figure in 13 years
0 Mass Merchants / Warehouse Clubs —-1.0%
0 Highest growthisinTier lll (6.6%)

Bl Remodels Growth
0 Overall 4.2% increase
Highest figure ever in the history of this study
C-Stores up 7.0%
Highest growth is in Tier | (5.5%)

©o O O



IT Spend Growth by Retalil Tier

How the largest and smallest retailers plan to increase their IT spend
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Source: IHL Group



IT Spend Growth

IT Spend continues to outpace the economy

0)
0)
o)

o

Enterprise IT Spend Growth

Average down 2% from 2016
2nd Jowest increase in last 5 years

22.8% increase over the past 5 years, which indicates a focus on
getting back-end systems ready for Unified Commerce

Biggest increases come from Grocery (6.4%) and Specialty Soft
(5.8%)

Has led Store IT Spend by 2.3% over the past 9 years

Bl StoreIT Spend Growth

0)
0)
0)

Average up 21% from 2016
2nd-highest increase in 9 years

Biggest increases come from Specialty Soft (7.7%) and
Food/Grocery (6.2%)



2017 Spend Growth

Planned IT Spend Growth for 2016 Leaders, Average, Below Average Performers
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Source: IHL Group
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/ Lack of IT Investment Is Costly

% of Retailers think they leave ROl “money on the table” due to their |

m Increased Sales m Cost Reductions

100%
87%

84%

I 68%
FDC

80% 74%

Source: IHL Group
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Leaders and IT Spend

Retail Leaders vs. Average Retailers

Leaders:

Grow Enterprise IT Spend at rate 677% faster than Below
Average Retailers and 131% faster than Average Retailers

Grow Store IT Spend 311% faster than Below Average
Retailers and 48% faster than Average Retailers

FDC Leaders are 12% less likely to leave sales on the table
due to lack of IT Investment than Average Retailers. GMS
retailers are 14% less likely to do so.

Conclusion: Retailers that tie IT Spend only to last year’s
revenues do so at their own peril. Those that seeIT asonly a
cost center will likely be eliminated by Amazon and other
retailers.

Source: IHL Group
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Security Spend By Segment

EMV has been and continues to be a distraction and disruption
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Leaders vs Others on Security

Leaders, with the most at risk, are increasing spend faster than others

mEMV Spend = Non-EMV Spend

5.4%
Leader

4.3%
Average Retailer
4.2%
3.6%
Below Average Retailer
0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0%

Source: IHL Group
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Leaders and Security Spending

More spending than ever before

Leaders:
Bl Haveincreased EMV spend 26% faster than
average

B Increased non-EMV security spend _
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