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COVID-19 EFFECTS




COVID-19 GLOBAL IMPACT

Economic impacts will be substantial

What level of impact will COVID-19
pandemic have on the global economy?

3.0% contracion projected

Source: IMF and World Economic forum

WEORLD
ECONOMIC
F f:} F«' l_' M

S

| D VS VIRUS

“Never in the history of the IMF
have we witnessed the world

economy coming to a standstill,”
said Kristalina Georgieva, of the
International Monetary Fund
(IMF). “It is way worse than the
global financial crisis.”




COVID-19 & GLOBAL GDP FORECASTS

percent change in global GDP, constant prices

significant downside risk to 2021
forecast if virus resurfaces
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COVID-19 ECONOMIC EFFECTS

Consumers delaying purchases

What level of impact to expect the COVID-19

: andemic to have on the global economy?
% of consumers delaying b g y

purchases:
Global
China Dramatic
Impact
U.S.




U.S. CONSUMER SPENDING

Largest drop on record

6o  year-over-year change in overall consumer spending (goods and services), constant prices
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Already worse than any

point of the financial crisis
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Source: U.S. Bureau of Economic Analysis




COVID-19 CONSUMER EFFECTS

U.S. consumers are not very optimistic

CHINA

US
60% 68%

COVID-19 will have little to no impact on
my household finances

% who plan to buy delayed
purchase once outbreak is over US | 26% CHINA  60%
in their country




COVID-19 CONSUMER
EFFECTS: U.S.

Consumer concern is very high

Consumers are staying home
Late April survey finds consumers staying home

-—

Percent of Americans still
under lockdown orders

Feel very afraid
these days




SHOPPING ONLINE: U.S.

Consumers look online for shopping needs

t Many physical stores are
closed

lmlq.R | feel it is safer
l —L:I | am online more often now

Online shopping is fun

Shopping online MORE than It is something to do in my
before the pandemic boredom

Reasons consumers shop online MORE:

63%

57%

50%

41%

28%
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TRYING NEW TECHNOLOGIES: U.S.

Consumers take the opportunity to try new tools

Percentage of consumers who have tried the following technologies since
the start of the pandemic*:

No contact delivery 40%

Online order/pickup 36%

Food delivery 30%
| *Among those who
Non-food delivery have never used
Product recommendations the technology
Live chat assistance
Live stream

:
Source: Cotton Incorporated’s 2020 Coronavirus Response Consumer Survey, Wave 2 April 27-30 4




CONSUMER SPENDING: U.S.

U.S. consumers are spending more for household essentials

30%

Percent of consumers spending more on the following:

Groceries

Spending more
money than
before COVID-19
started

Household items

Online streaming services

Food delivery services

Source: Cotton Incorporated’s 2020 Coronavirus Response Consumer Survey, Wave 2 April 27-30



CLOTHING PURCHASES AFFECTED: U.S.

Consumers apparel spending will drop and take time to recover

*April 2020 BEA data showed a
48% decrease in apparel spending

5 4 % $326 $330 $327 $343 $356

of U.S. consumers

$310

say they are

spending less on
clothing than
before COVID-19 2018 2019 2020 2021 2022 2023

m Apparel Sales (Billion USD) ®-% growth YOY

Source: Cotton Incorporated’s 2020 Coronavirus Response Consumer Survey, Wave 2 April 27-30 and Euromonitor International and Bureau of Economics




CLOTHING PURCHASES: U.S.

Consumers seeking out for loungewear and active clothing
3 8 (y Have shopped online for clothes or
O home textiles since start of pandemic

Of those, percentage who have purchased the following:

9 QO U O

38% 38% 33% 33%
Loungewear Activewear T-shirts Sheets
" Source: Cotton Incorporated’s 2020 Coronav irus Response Consumer Survey, Wave 2 April 27-30




CLOTHING PURCHABSES: U.S.

Brands should focus on activewear as health/wellness interest is surging

= " . 380/ Purchased
bl 777 PR O sportswear
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CLOTHING PURCHABSES: U.S.

Brand should focus on comfort in the apparel offerings
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Purchased clothing
made for comfort
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CONSUMER CLOTHING: U.S.

Consumers rate clothing made from cotton the most comfortable and the safest

Percentage of consumers who rate the following clothing
the most comfortable and safest

woftor

Wool
Rayon/Viscose
Polyester

Most comfortable

B Safest




COVID-19 EFFECTS WILL \
PERSIST: U.S. &

This experience will change the way consumers shop in the future

3%

This experience
will change my
way of shopping
in the future

EVERYTHING CAN CHANGE AT ANY MOMENT

SUDDENLY AND FOREVER

Ml




TRUST AND ONLINE
SHOPPING
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Consumers are spending more time online

How much time are you spending
ONLINE since the start of COVID-19

A |

Significantly more j




16.2%

~ $2,011
$1,730
2017 2018 2019 2020 2021 2022
mu Digital Commerce (Billion USD) ®-% growth YOY

23
Source: Euromonitor
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U.S.

Don't trust online shopping

Before COVID-19, how often did you shop online?

Often

W Trust online
shopping

Do not trust online
shopping

12%

Sometimes Rarely or Never




SURGE IN ONLINE SHOPPING: U.S.\

ONLINE SHOPPING \
Trust online During COVID-19 After COVID-19

@ 34%1% | 43% %

Distrust online




Consumer shopping preferences expected to shift even after COVID

CHINA US
50% 25%
% of consumers who will have a stronger

preference for shopping for clothes online after
the pandemic is gone and stores reopen




BENEFITS OF ONLINE SHOPPING: U.S.

Percentage of consumers who cite the following benefits:

Convenience Avoid crowds Free shipping
Prlces Customer Reviews

Source: Cotton Incorporated’s 2020 Sustainability and E-commerce Consumer Survey




Percentage who say the following issues make online clothes
shopping more challenging:

FIT LOOK SHIPPING
68% H.ow. It 65% How it will look UnSl.Jre of 54% Don't trust that |
will fit on me quality will receive what

was ordered

Those that don't trust 51 % Cgst/’Fime of
online shopping shipping




TRUST AND AUTHENTICITY: U.S.

Customer reviews make me

feel a lot more comfortable

shopping for clothing online




TRUST AND AUTHENTICITY: U.S.

30

| take them with a grain of salt; however, it
IS good to know what the opinions of
others when choosing a product. They are
helpful in to knowing what to expect and

the nuances that come with the product.
- female, 51, U.S.

Source: Cotton Incorporated’s 2020 Customer Reviews Survey
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Computer generated
reviews ‘bots’ are a
big problem

Customer reviews
are probably
manipulated

o

68%

It is hard to tell
whether a review is
authentic
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U.S. users suggest:
Customer-submitted pictures or videos of the product, 40%

@ Personal experiences with the product, 38%
@ Verified purchases of product reviewed, 50%

gj@ Identity verification of reviewer, 30%

AN

12°P Fewer ‘bots’ (computer-generated reviews), 36%

ll‘-"t No sponsored reviews/ reviews in exchange for a free product 27%




ISSUE SOLUTIONS

Percentage who say tools address challenges well:

What Others are Saying Customer ratings
How it will fit for fit

Runs Small c s e + o Runs Large

More detailed fit

B Wai Hip . f t
., . N . information
0 32 24 34
2 33 23 33 .
) N N .. Size charts/
‘ » 27 7 Fit Guides
-] 36 28 38
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ISSUE

How it will fit

SOLUTIONS

Percentage who say technology makes them more
likely to shop for clothing online:

A tool for getting my exact measurements

Get Measured by Your Enjoy Looking Great in
iPad or iPhone Your Shirt
Your mobile device's camera Recaive your shirt in the mail
and mora. MEAsUnes you at home in urnder and get ready for the

5 minutes. complirments
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ISSUE

How it will
look on me

SOLUTIONS

Percentage who say technology makes them more
likely to shop for clothing online:

Virtual reality, allowing you to picture

yourself using a product
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ISSUE

Unsure of quality

SOLUTIONS

Percentage who say tools address challenges well:

WE’'VE UPDATED OUR RETURNS

POLICY
We know free returns are one of the (many) reasons you F
shop with us, so we've increased the time you can return ree returns

stuff from 28 days to 45 days. If you return anything
within 28 days, we'll refund you as normal... and after

that (up to 45 days), you'll now get an ASOS gift e-gift

card for the amount you spent.

Quality guarantee
(e.g., money back
up to 30 days)




ISSUE SOLUTIONS

S h | p pl n g Percentage who say tools address

challenges well:
54%

Don't trust that | will receive
what | ordered

91%

Cost of shipping Cash/Charge after product is 0
delivered 68 /°

Free 2-day (or less) shipping  78%

Estimated shipping time [ 4%,

37




ISSUE SOLUTIONS
Fear

58%

Not going out in public places

59%

| feel safer purchasing
items online

Delivery by drone 0
human [ess deIiverl 80 / 0

38




ENVIRONMENTAL
EFFECTS




ENVIRONMENTAL CONCERNS: U.S.

Environmental concerns are very real for U.S. consumers

CHINA

U.S.
75% 94%

Environmental concerns are very real and
require a change in our behaviors




ENVIRONMENTAL CONCERNS: U.S.

Consumers’ concerns over environmental/sustainability issues are growing

Generally, how have your concerns about
sustainability/ environment changed after
the emergence of COVID-19?

Less Concern

10%

Same Concern AR

More Concern

Source: Cotton Incorporated’s 2020 Sustainability and E-commerce Survey



CONSUMERS AND SUSTAINABILIT

Importance of sustainability by industry for U.S. consumers

"M%
66%
55%

B Household Appliances
™ Food

Automobiles
B Personal Care

Clothing




Fashion 1s the : C

10“*}@ most

of what?

polluting —
Industry on the
planet after O e
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NEGATIVE IMPACT AREAS OF
THE APPAREL INDUSTRY -
T |\ L q ? INSECURITY

ANIMAL
SUFFERING

poLLUTION

Worldwide, one truckload of clothes is sent
to landfill or incinerated every second.

#2 Air Pollution ,-' -.ua* ? i“ ' #3 Resource Depletlon : -5
4 v ol o . " "!*.4.__ . -
Jm“jﬁ‘ & 3’ Source: CCI&Cotton Incorporate lobal Envire me- Rese -. A —med T e
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ENVIRONMENTAL CONCERNS: U.S.

Microplastics have a significant impact on water quality
100K+ MEDIA MENTIONS IN 2020

35%

AWARE OF
MICROPLASTICS

Sea Salt Beer Tap Water POLLUTION

1.5 mm microfiber from 1 mm microfiber from brewery 2.5 mm microfiber from
Atlantic Ocean sourced sea salt. drawing water from Lake Erie. U.S. tap water sample.

Source: Cotton Incorporated’s 2020 Sustainability and E-commerce Survey and Ensia Microfiber Article




ENVIRONMENTAL CONCERNS: U.S.

Cotton microfibers readily degrade in aquatic environments

o PN N e Vo
/ 2 i %

COTTON
-84%

e (0]
 POLYESTER +1%

46



ENVIRONMENTAL CONCERNS: U.S.

More interested in
reducing air pollution
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ENVIRONMENTAL CONCERNS: U.S.

Cotton can be carbon neutral to help combat GHG

U.S. Cotton Carbon Footprint

kg CO,_per kg of fiber

2.5

2

1.5

1

0.5

GHG Emitted During Production

Source: Cotton Leeds

GHG Stored in the Fiber and Sail

\




ENVIRONMENTAL CONCERNS: U.S.

85% of apparel ends up in landfills

60%

Interested in
how to reuse or
recycle clothing

after use




BLUE JEANS GO GREEN"™: IMPACT
3,500,000+

pieces of denim collected

1,750+ tons

textile waste diverted from landfills

6,000,000+ sq. ft. 4

Insulation manufactured

60+

building organizations received insulation

300+

brand, retailer, edu. institution & organization partners




SUSTAINABILITY & THE ENVIRONMENT

U.S. consumers blame the industry
Primary blame placed on brands and reftailers

Brand Retaller Manufacturer Government

H o s
#4 #9 #3 #4




SUSTAINABLE CLOTHING: U.S.

U.S. consumers already have some sustainable clothing habits

Percent of consumers who always/often do the following to

protect the environment
57%' 499 469 36%

Recycle their old Reduce their Purchase Research the
clothing consumption or second-hand sustainability of
buying less clothing brands




PURCHASE DRIVERS: U.S.

Sustainability lower on the priority list for U.S. consumers

FIT | COMFORT | QUALITY

PRICE | DURABILITY | STYLE

COLOR | SUSTAINABILITY | BRAND



SUSTAINABLE CLOTHING: U.S.

Sustainability is not yet driving clothing purchases for most consumers

Overall

Always/ Usual.ly 4000 Gen 7
purchase clothing
positioned as
sustainable Mlllennlals

:‘I
h X Source: Cotton Incorporated’s 2020 Sustainability and E-commerce Survey O

)
/’l
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SUSTAINABLE CLOTHING: U.S.

Education and availability is needed to drive
more interest in sustainable clothing

Bl Sustainability is not important in clothing

0 Hard to find environmentally-friendly clothing

" Environmentally-friendly clothing is expensive

1 | have no interest in sustainable clothing
- Other

Source: CCl & Cotton Incorporated’s Global Environment Research




SUSTAINABLE CLOTHING: U.S.

Consumers look for education on your products in different places

Where do consumers want to learn about environmental impacts from brands

randuebsies

Product tags 41%

Store displays 299,

Social Media Platforms 28%

QR code

20%

56 N4

S\



SUSTAINABLE CLOTHING: U.S.

Fiber is how consumers identify a clothing product as sustainable

9 3 O/ Consumers look to fiber to determine
0 the sustainability of clothing items.

Percent of consumers saying the following fibers are safe for the environment:

Cotton Recycled Recycled Polyester Nylon  Rayon

Cotton Polyester
57 c@ﬁ. g‘s




SUMMARY

a1l

COVID-19 EFFECTS ONLINE SURGING SUSTAINABILITY

Understand how Look for ways to Find ways to improve
COVID-19 will reshape capitalize on the surge the sustainable
consumer habits In online shopping perception of your

brand and products

58
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PAST WEBINARS:

Cotton & Water:
Understanding Metrics &
Use in Industrial Tools

The Trade Dispute & U.S.
Apparel Sourcing

Webinars

/// .
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Cotton & Water:
Demystifying
Agricultural Water
Management

Global Market for Baby
Care Today & Tomorrow

Y i
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“Stopthe Leak:
“Addressing Plastic

Leakage in Your Supply

Chain

The Tariff Dispute & the
Cotton Supply Chain

Webinars

Create a free
CottonWorks™
account and watch all
our past webinars at
cottonworks.com/
webinars.

Please allow 24-48 hours for this webinar
recording to be added.



Cotton Sustainability

Topics > Sustainability > Cotton Sustainability

Cotton
Sustainability

| earn more at
cottonworks.com/

sustainability.




@ cottonworks
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Submit all final questions now @ Please take our brief survey on today's
using the Q&A box on your screen. presentation prior to exiting the webinar.
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