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On December 10, we hosted a conference
call with LUM Group, a consultant that helps
shippers save time and improve profitability
with expert FedEx and UPS auditing, as well as
shipping consulting services focused on cost
management and recovery since 1998.

Carriers have the upper hand, given the surge
in online orders this year, and are controlling
package sizes, increasing prices, and adding
surcharges.

Retailers should be ready to deal with returns
during peak delivery days, given an earlier start
to the holiday shopping season.

Retailers that work with multiple carriers and
have a diversified supply chain are better
positioned than others.

Dark stores should continue to be utilized as
DCs, as they help deliver goods faster and
cheaper.

In 2021, shipping expenses are expected to
rise 8%-9% (or higher).
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On Thursday, December 10, we hosted a conference call with LUM Group, which
specializes in supply chain management and services customers across industries,
including retail. Thomas Andersen, Partner, VP of Supply Chain Services, and
Kenneth Moyer, Partner, VP of Supply Chain Strategies, discussed the shipping and
logistics environment.

It's A Carriers' Market: LJM indicated that FedEx and UPS have the upper hand
right now, given the significant surge in online orders (digital sales up 33% in 3Q20),
which seems unlikely to slow in the near term. Carriers are leveraging the trend by
dictating terms, such as limiting volume, selecting package sizes, increasing prices,
and adding surcharges. Even a light package costs $10-$12, on average, for retailers
to ship locally. To manage the demand surge, FedEx and UPS are rapidly expanding
capacity, adding more planes, trucks, and associates, but their fixed infrastructures
and trained staffs remain constrained. For guaranteed delivery before Christmas,
FedEx and UPS are pushing for a cut off day of December 15. As a result, some
retailers already announced customers may not receive their orders by Christmas, if
they are not placed in the next few days. That said, customers should be able to pay
a premium to have orders shipped by Christmas. LJM believes some companies are
using this early cutoff for free/low cost shipping to flatten the curve.

Returns Could Be A Bigger Issue This Year: Unfortunately for retailers, an earlier
start to the holiday shopping season this year may result in earlier returns than usual,
which could be more heavily concentrated in December than in prior years. This
means retailers may have to start dealing with returns during peak delivery days. LJM
believes there are two ways retailers can mitigate this problem: 1) letting customers
keep low-priced items or 2) accepting returns only after the holiday season.

Who is Well Positioned? Retailers that work with multiple carriers should be able
to manage order flow more effectively. In addition, a diversified supply chain, with
multiple fulfillment facilities reduces the stress on supply chain. LIM believes, and we
agree, that Home Depot, Lowe’s, and Walmart are doing an excellent job to manage
shipments and store fulfillment. Target also has impressively transformed its supply
chain network by leveraging stores as fulfillment centers, with BOPIS, curbside, and
Shipt last-mile delivery. Amazon continues to expand its own fulfillment capabilities
to support growth, with Amazon Logistics supporting more than half of deliveries, a
solid competitive advantage.

Role of Dark Stores: Dark stores are essentially an extension of the ship-from-store
model. Typically, dark stores are located closer to consumers than a regular DC and
can fulfill orders within a few hours during peak demand periods at lower costs. Online
retailers, such as Amazon.com, and several physical retailers with high volumes, are
experimenting with the model to quickly meet customer demand. The use of last mile
delivery providers, such as Walmart Spark, Target Shipt, and Instacart, support the
growth of dark stores.

Shipping Price Increases in 2021: Looking ahead, LJM expects shipping expenses

to rise 8%-9% (or higher) in 2021. Note, carriers have announced a rate hike of 4.9%

Joseph Feldman N ! - .
in 2021, but it often ends up a little higher.

212.584.4605 / jfeldman@telseygroup.com

Zeyn Burak
212.660.5422 / zburak@telseygroup.com

Sarang Vora, CFA
212.660.5436 / svora@telseygroup.com

PLEASE SEE IMPORTANT DISCLOSURES STARTING ON PAGE 2 OF THIS REPORT




DECEMBER 11, 2020 TAG'S CONFERENCE CALL SERIES INDUSTRY UPDATE

ADDENDUM
Important Disclosures:

Valuation Method for Target Price: Price-to-Earnings, enterprise-value-to-EBITDA, P/E to growth, price to free cash flow, and
discounted cash flow analysis.

Investment Risks: Telsey Advisory Group’s (TAG’s) equity research department covers consumer-focused sectors including apparel
manufacturers, cannabis, children’s and teen retailers, consumer electronics retailers, cosmetics, department stores, discounters,
footwear, home furnishings retailers, home improvement retailers, internet, luxury goods, office supply retailers, off-price retailers,
restaurants, specialty apparel retailers, sporting goods retailers, and supermarkets. Risks across or specific to one or more of these
sectors include volatility of commodity costs, consumer spending, currency, rising interest rates, weaker consumer confidence and
unemployment rates. Additionally, access to capital, supply chain disruptions, commodity costs, private label distribution, currency,
geopolitical uncertainty, unfavorable government regulations, lack of appropriate real estate sites, and the use of the World Wide
Web to sell merchandise represent unique industry risks.

Analyst Certification

The Research Analysts, Joseph Feldman, Zeyn Burak and Sarang Vora, CFA, who prepared the research report hereby certify
that the views expressed in this report accurately reflect the Analyst(s) personal views about the subject companies and their
securities. The Research Analyst(s) also certify that the Analyst(s) have not been, are not, and will not be receiving direct or indirect
compensation for expressing the specific recommendation(s) or view(s) in this report.

Company Specific Disclosures
Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribution Count *Investment Banking
OUTPERFORM 45 57.69% 4 8.89%
MARKET PERFORM 33 42.31% 0 0.00%
UNDERPERFORM 0 0.00% 0 0.00%

On 09-11-2014 TAG launched a three-tiered rating system of Outperform, Market Perform, and Underperform to evaluate
its stocks under coverage. Price targets continue to be used in conjunction with the new rating system.

Ratings Definition and Distribution

Our recommendation system is based on a stock’s expected total return relative to the industry universe over the next 12 months.
We divide stocks under coverage into three categories, each defined by a prospective rate of return:

Outperform — the stock is expected to outperform the average total return of the industry universe over the next 12 months.

Market Perform — the stock is expected to perform in line with the average total return of the industry universe over the next 12
months.

Underperform — the stock is expected to underperform the average total return of the industry universe over the next 12 months.

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this
report: manager or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client
relationships; managed/co-managed public offerings in prior periods; directorships; market making and/or specialist role.

The following are additional required disclosures:

Ownership and material conflicts of interest: TAG prohibits its analysts, professionals reporting to analysts and members of their
households from owning securities of any company in the analyst's area of coverage.

Analyst compensation: TAG's employees/analysts do not receive any compensation from subject companies for inclusion in our
research. Analysts are paid in part based on the overall profitability of TAG which may include investment banking revenues.

Analyst as officer or director: TAG analysts, persons reporting to analysts or members of their households do not serve as officers,
directors, advisory board members or employees of any of our subject companies in the analyst's area of coverage.

Investment banking activities: TAG provides investment banking, other non-investment banking securities related services, and
non-securities services and may seek such relationships from subject companies.

TAG is a member of FINRA (http://www.finra.org) and SIPC (http://www.sipc.org).

Other Disclaimers
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TAG is a registered broker dealer offering equity research, trading and investment banking services. The Equity Research
Department of TAG produces and distributes research products to institutional clients of TAG. The research products are for
institutional investors only. The research products may not contain information necessary for others to make investment decisions.
Consult your financial adviser or an investment professional if you are not an institutional investor. This research is based on
current public information that we consider reliable. We seek to update our research as appropriate. Other than certain industry
reports published on a periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst's
judgment. TAG updates research reports as it deems appropriate, based on developments with the subject company, the sector or
the market that may have a material impact on the research views or opinions of TAG analysts. All TAG publications are prepared in
accordance with TAG compliance and conflict management policies. TAG is committed to the integrity, objectivity, and independence
of our research. Our salespeople, traders, and other professionals may provide oral or written market commentary or trading
strategies to our clients, which may reflect opinions that are contrary to the opinions expressed in this research. This research is not
an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.
These publications are furnished for informational purposes only and on the condition that it will not form the sole basis for any
investment decision. Any opinion contained herein may not be suitable for all investors or investment decisions. Each investor must
make its own determination of the appropriateness of an investment in any company referred to herein based on considerations
applicable to such investor and its own investment strategy. By virtue of these publications, neither TAG nor any of its employees, nor
any data provider or any of its employees shall be responsible for any investment decision. The price and value of the investments
referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future
returns are not guaranteed, and a loss of original capital may occur. All research reports made available to clients are simultaneously
available on our website, https://telseylibrary.bluematrix.com/. Not all research content is redistributed, e-mailed or made available
to third-party aggregators. For all research reports available on a particular stock, please contact your sales representative.

TAG publications may not be reproduced, distributed, or published without the prior consent of TAG.
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