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Shopping centers, stores and entertainment venues all have in common that
they need consumers to leave their homes to visit a physical Place.
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Triple BIGITAL Revolution

St. Peter’s Basilica, Vatican, Rome, Italy
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Accelerating speed of technology adoption
Years until technology is used by 25% of American Population
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Source: singularity.com, Nielsen.com and White Hutchinson Leisure & Learning Group Hutchinson
* Friendster launched 2002, Facebook launched 2004

Triple Revolution:

Industr_lal Internet, Mobile,
Revolution Social Media
Agricultural Industrial Society
Society Society 3.0
19th Century 1993
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Reasons to Leave Home

Entertainment
& Culture

Meals

Socialization

Education

Recreation
& Sports

Shopping
Banking

Work

>
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ODIGITALIZATION of Place (,

DIGITAL DISEUPTION

HOTL, UIDED GAMES,

, COMLINE OEDERS

& DELIUERS

sOCIal MeDIa, TEXT,
B MESSAGING AFPS

OMLINE EDUCATION
£.5PORTS, HOTU
ECOMMERCE
E.BAHKING
TELE-COMMUTING
CHBER CRIME

It’s fast getting to the point where we hardly ever have to leave our homes.
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Add a note

There are three ways to track the longitudinal trend of the digitalization of
Place - time spent, participation (percent of population or per capita
participation) and spending.
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Socializing,
Relaxing
& Leisure

Shopping

6 Hou_rs 4 Hours |
31 Min 46 Min

It’s a
zero-sum

White ,
Hutchinson
Source: American Time Use Study e

2014 average time spent in leisure and sports activities
by education

8
B <High School

71
M HS Grad 6.8
Some College 6.4 6 1
I College Grad+ I

Weekdays Weekends/Holidays White
e: U.S. Department of Labor American Time Use Survey Hutcl‘unson

Hours Spent Participating
N

N

Higher socioeconomic adults have the least amount of time. Saving time 1s
often more important than cost. Time is the new luxury.
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Every Hour of Online Leisure Crowds Out (Replaces)
this many Minutes of Other Activities
Personal Care
(Including Sleeping)
12.6 Min
One Hour Leisure
of Replaces 4 Work Activities " (Exeluding Computers)
. . 16.1 Min f
Online Leisure*
, y %,
y Y . .
S Time spent on digital screens (hours/day)
@)
m % %, +29%
Source: Scott Wallsten’s analysis Volunteer 0.7 Min -g’ e & 9.6 9.9
of 2003-2011ATUS Raw Data e 9 % 10 9.0 9.4
. ] o Unknown 0.8 Min 7] S 4

* Does not |n_clud§ time playln_g video n ) C}/e . Mobile

games, online video or email Religion 0.9 Min 2 (; A,% % 8 . -

Helping Non-HH Members 1.4 Min = Z 0?0 e
Phite. on Eating & Drinking 1.5 Min - 2z, g 6 24 26 25 2.3 24 24
E'\“Nwlﬁ ou? Z €N
o 1 Helping HH Members 2.2 Min 2 E ) 0.3 0.3 Other

Television

2010 20M 2012 2013 2014 2015 White

Hutchinson
Source: eMarketer. Ages 18+ USA total time spent including multitasking e

The time we spend 1n the digital world takes away, crowds out, the time we spend
with physical activities in the physical world, including visiting physical Places.
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Minutes spent shopping on an average day for non-grocery
items (including travel)

40
w 35 -
£
g
= Women
2 30 -
& -14%
3 Men
S ~§~” - ‘------"’ss
-
=So 20%
20 - Se
White
Hutc;lgﬁ:“qgsggp
15 T T T T T T T T T T T !
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Source: American Time Use Survey, ages 15+
+132%
4
Average holiday spending per buyer
} +8%
+21%
$418
$344
2006 2007 2008 2009 2010 2011 2012 2013 2014 2014 2015 2014 2015
*Retail Spending not including Motor Vehicles,Gas, Groceries, Health and Personal Care, and Food and Beverage Mgﬁinson BrICkS and Mortar On l Iné
Source: U.S. Census Bureau Retail Sales Report and E-Stats e AT rout ’_Vm%imon

source: NPD Group/Checkout Tracking Time periods: 11/2/14-12/27/14, 11/1/15-12/26/15

We’re spending less and less time shopping at bricks-and-mortar stores and an
increasing amount of our spending on stuff 1s shifting to the digital world.
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Percent of U.S. population age 15 and older participating in _ _ _
selected leisure activities on a typical day North America cinema annual per capita attendance

Attending Arts & Entertainment Percent

Change 4.5

-27% c
©
4 8 3.8
- O, o
39% & Recession -24%
>
3.5
W-240/0
- - - 3
Attending Sporting/Recreational 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015*
Sources: White Hutchinson Leisure & Learning Group, Box Office Mojo, MPAA Theatrical Market Statistics, I-Vl‘llli}%inson

U.S. Census Bureau & Statistics Canada. Note: 2015 data is preliminary

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Whi

Source: U.S. Department of Labor American Time Use Survey

Participation Index of by U.S. Population Ages 7+*
Percent of U.S. population age 15 and older participating in

selected entertainment activities on a typical day 120 7
110 -
5100 -
Attending Movies/Film s 3
Attending Other Arts & zf::;; 2E 90 - Movies
Entertainment Venues = 3.‘_“ -16%
-41% £ 80
aé . -25%
-34% J.,E, § 70 - Bowling -28%
o N
~ é 60 -
f _N70,
-47% 40 : : : : : : : : :
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 *Movie Participation is for North American Population ages 2+ attending at least once during the year. White
White Golf, bowling and billiards participation is for U.S. participation 2 or more times each year. HutChms‘ aaaaa
Hutc‘ly"qco_nﬂ Source: NSGA Sports Participation in the United States, www.boxofficemojo.com, U.S. Census Bureau and Census of Canada = .

Source: U.S. Department of Labor American Time Use Survey

Participation 1n all types of location-based leisure activities is on a long term decline. At cinemas, not
only is per capita attendance down since 2002, but revenues adjusted for inflation are down by 8%.
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Percent of population 15+ who participated in out-of-home
entertainment on average day

8%

79 - Weekends & Holidays
6% - /\/\/\ / -19%

5°/o )

4% -
3% -
2% - -24%
1% -
0%

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: American Time Use Suvey I-vmctﬁinson

Percent of population 15+ attended a sporting event on average day

2.5%
5.0% - Weekends & Holidays
-15%
1.5% -
1.0% - -31%
0.5% -
OOO/O ! ! T T T T T T T T T 1
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Source: American Time Use Suvey I-v;l/ll;"ctﬁmcon

The greatest declines 1n participation in entertainment (includes arts & culture venues)
and attending sporting events 1s taking place on weekdays.
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Socialization

Index for percent of US population participating on typical
day (100=2003 Participation)

110 -
100 - \/\,
c e -7 %
}% 90 \
2 80 - Socializing in Person
=
S 70 -
E 60 - -39%
S
£ 50 -
Attending or Hosting Parties/Receptions
40 - White
Huichirson,
30 - T T T T T T T T T T T 1
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Source: U.S. Department of Labor American Time Use Survey
The growth of digital social connectedness options
VouTube Average time spent per day on social networks by US adults
Twitter | WhatsApp
KakaoTalk .
Linkedin Tablet 44 Min A4S Min
Instagram
Message Boards Facebook Pin%erest
_l ‘ Vine
- —_—— - — —
1980 1985 1990 1995 2000 2005 2010 2015
- - — - —— e = —
AOL ‘ Broadband Whatg || Snapchat
Yahoo App
Skype Facebook
. . Smartphone | | Messanger 2011 2012 2013 2014 2015 2016 2017
White DBS Satellite ) ) oo ) . i L
Hutgﬂ{qgﬂp VvOD LINE Note: ages 18+: Time spent with each medium includes all time spent with medium regardless of multitasking White.
e WeChat Source: eMarketer, Oct 2015 H"’td""‘o"

With so many ways to socialize on our screens, we’re spending less and less time
socializing in person and at physical Places. On average we now use our gadgets
eleven hours each day including multi-tasking time.
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It was 17 years ago when Joe Pine and James Gilmore introduced us to the
experience economy. Back then they discussed experiences at physical Places.
They didn’t anticipate that experiences would take place less and less in the
physical world and more and more in the digital world.
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Average annual spending on sports, recreation and exercise
equipment in 2014$

’ $300 T
the EXperience
Econom/v
: $250 -
Households Age
25-34
$200 -
All Households o
$150 - -19%
-17%
$100

1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

Source: U.S. Department of Labor Consumer Expenditure Survey n{%ﬁmmn
Spending on "stuff" as a percentage of household income Spending on digital as a percentage of household income
15% - s -
+122%
o . H holds Age 25-34
ouseholds Age 25- o
Households Age 25-34 4% - +116%
13% -
3% -
All Households
12% -
2% -
-26%
11% - 4o -
, White
l"/l‘l/?t’gﬁmm" '1 9% Hutchmqofg
10% +— 0%

1994 1999 2004 2009 2014

Source: U.S. Department of Labor Consumer Expenditure Survey

1994 1999 2004 2009 2014

Source: U.S. Department of Labor Consumer Expenditure Survey

We’re now spending less and less on stuff, even stuff that facilitates experiences.
Our experience spending 1s shifting to the digital world.
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Household average annual expenditures (2014$)

$2,500
\
$2,000
Audiovisual Equipment & Services +$151 (+17%)
$1,500
> +5843
(+62%)
$1,000
Cellular Phone Equipment & Services +5792 (+462%)
$500
Computer Hardware and Software -$101 (-35%)
Location-Based Entertainment & Sports Admissions -564 (-22%)
$0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 ypife
Source: U.S. Department of Labor Consumer Expenditure Survey Hutchmeon

Out-of-home entertainment, cultural, arts and sporting Places are losing out
to spending for experiences in the digital world.
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Given the current economic situation, what can’t you live
without/consider to be untouchable?

Internet Service 80%

Mobile Smartphone 9876
Cable/Satellite TV Basic
Hair cut/color
Discount shopping for apparel
Charitable Contribution
Vacation
Casual sit-down restaurant

Fast food restaurant

White
Hutchinson
Source: Prosper, Monthly Consumer Survey, December 2015

© 2016 White Hutchinson Leisure & Learning Group



White
TERTAINMENT .
%\I(P =R IENCE Hutchinson

The Fidelity Trade-off
— e ——

Fidelity
Belly

High

HIGH
Convenience

FIDELITH

i---------'

'---------~
-

This 1s a framework for understanding these trends and strategizing on how to compete.
Consumers make decisions on two key dimensions - Fidelity, the quality of the experience,
and Convenience, the ease of access in time, money and effort. As digital options improve in
Convenience, 1t moves older options into the Fidelity Belly, the last place you want to end up.
MP3 music, due to its increased Convenience, displaced music CDs. At the same time, at the
other end of choices, we have High Fidelity music concerts.
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Consumer price index for televisions and personal Hutchinson
computers & peripherals
100 T
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White

Source: U.S. Bureau of Labor Statistics Hutchmeon

Video Rentals

- Netflix
Star Wars VHS  $191 Star Wars Blu Ray $20 ngg)’ Rental Streaming $.33lday

1 Video Unlimited Videos

Mac Computers

Pacman for Atari 2600 $72 Pacman 256 Endless Fraq Apple Il $7770 27 iMmac $1799

Arcade for iPhone (1977) e

=]

Retina 5K Display
1MHz Process?r 3.2Ghz Processor
4Kb Ram 5.25” Floppy 8Gb RAM 1 Tb HD

In our accelerating experiential economy, our personal digital screen technology 1s
constantly increasing in Convenience. As it does, the Fidelity of real world
experiences has to increase to compete - what 1s known as the tech-effect.
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Trade Off - The Fidelity Swap
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Fidelity <€«——>»  Convenience

Quality of the Experience Ease of Getting & Paying
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The Fidelity Trade-off

High Fidelity Convenient

Non-Stadium B&W
Seating TV

The tech-effect in the cinema industry 1s a good example of the Fidelity Trade-Off.
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High Fidelity Fidelity Belly Convenient

eatin TV Blockbuster
1 Cable TV

70’s & 80’s
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As in-home digital entertainment options grew more Convenient, the
old style theaters started to fall in the Fidelity Belly.
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The Fidelity Trade-off

High Fidelity Fidelity Belly Convenient

Stadium Non-Stadium B&W BIC 0:3; T\t,
Seating Seating TV -

Cable TV

90’s 70’s & 80’s

So to better compete and raise the Fidelity of moviegoing, cinemas
introduced stadium seating.
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The Fidelity Trade-off

High Fidelity Fidelity Belly Convenient
| . Color TV HDTV
‘;::t'i‘:lm N°g'§t?:'“m Bf\)” Blockbuster  Netflix CDs
9 9 Cable TV & Streaming
90’s 70’s & 80’s late 90°’s-00’s

But the tech-effect continued with improved Convenient digital entertainment at-home
options, once again shifting the moviegoing experience into the Fidelity Belly.
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The Fidelity Trade-off
High Fidelity Fidelity Belly Convenient
- : . Color TV HDTV
Digital Stad Non-Stad B&W :
. Kfcohol Seaatli:rgn °geat?n;”m ry  Blockbuster  Netflix CDs

Plush Seating Cable TV & Streaming

00’s-10’s 90’s 70’s & 80’s late 90’s-00’s

Nothing improves the Fidelity better than the
social element. To stay competitive with
Convenient at-home digital options, cinemas
today are introducing plush lounge seating
and food and beverage, both in the theater as
well as before and after the movie, increasing
AR social options and allowing consumers to
smem  Save time by combining a meal and a movie
1"";" B8 in one trip.
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+ increase per capita F&B
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The fast emerging new digital competition 1s virtual and augmented reality. It 1s already here
and will probably be mainstream within five years. Major companies are investing billions to
make it a reality as the next computing and social platform. It dramatically raises the
Convenience of the at-home digital experience for everything, as it brings people and real world
Places into the home. You no longer have to visit them to experience them.

Alibaba.com

© 2016 White Hutchinson Leisure & Learning Group
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Types of virtual realty content that internet users in Western Europe* and
the US are interested in watching/experiences, Oct 2015

Movies
Games
TV/Music

Educational

Sports

Source: Futuresource Consulting, “Virtual Reality: Niche or Mass Market?” as cited in press release, Feb 4, 2016 White,
Ages 16+ (n=2,998) Hutchmmn
* France, Germany and UK

Accelerating speed of technology adoption
Years until technology is used by 25% of American population

Electricity [ k4] 46 Years . ) . .
£ US internet users who are interested in virtual reality October 2015
J Telephone 35 Years
Radi
E adio 31 Years Gen Z (10-17)
ﬁ Television 26 Years
Millenials (18-34
] PC 16 Years ( )
Q Mobile Phone 13 Years Gen X (35-50)
@ The Web [ik:EAN 5 Years
Baby Boomers (51-69)
n Social Media* AWIPAY 6 Years
0 Smart Phone Source: Greenlight VR “Virtual Reality Consumer Report October 2015” conducted by Touchstone Research, Nov 6, 2015
White

Source: singularity.com, nielsen.com and White Hutchinson Leisure & Learning Group Hutchinsol
*Friendster launched 2002, Facebook launched 2004 et

oup

People of all ages are interest 1n using virtual reality
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The Fidelity Trade-off

High Fidelity Fidelity Belly Convenient
IMAX At-Home
Digital  Stadium  Non-Stadium gaw colorTV HDTV Virtual &
: : Blockbuster Netflix CDs i
Food & Alcohol Seating Seating TV Cable TV & Streamin Mixed
Plush Seating 9 Reality
00’s-10’s 90’s 70’s & 80’s  late 90°s-00’s late 00’s

Virtual and augmented (mixed) reality, with 1t’s
increased Convenience, could shift today’s improved

moviegoing experience into the Fidelity Belly.
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The Fidelity Trade-off

High Fidelity Fidelity Belly Convenient
IMAX
ATOM Digital Stadium Non-Stadium  B&W B|C°'°r v HDTV Aol
. . ockbuster Netflix CDs Virtual
App Food & Alcohol Seating Seating TV Cable TV & Streaming Reality

Plush Seating

?? 00’s-10’s 90’s 70’s & 80’s late 90’s-00’s late 00’s

So what will cinemas do to raise their Fidelity to counter
the tech-effect of virtual and augmented reality? Could the
new Atom App be a possible answer by facilitating more
social moviegoing get togethers among friends?
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We are in the mist of a profound disruptive and transformative shift from
physical to digital leisure, commerce and socialization and it's happening

far faster than most people in location-based businesses realize.
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Don’t allow your business to get sucked into the digital black hole of Digital Darwinism.
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Weekly shopping center visits per week* by age

l Durable & Discretionary items [l Dining In or Carry Out Entertainment & Fitness

1.9

18-24 25-34 35-44 45-54 55-64 65+

*Among individuals who visited a shopping center for that specific good or service at least once a week

White
Source: ICSC Survey Nov 30-Dec 2, 2015 (n=1,010) ucnson,
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Weekly shopping center visits per week™* all ages

Durable &
Discretionary ltems

Dining In or Carry Out

Entertainment & Fitness 0.7

White
*Among individuals who visited a shopping center for that specific good or service at least once a week Hutchl:qﬁon
Source: ICSC Survey Nov 30-Dec 2, 2015 (n=1,010) eI

Weekly shopping center visits per week* by income

M Durable & Discretionary items M Dining In or Carry Out Entertainment & Fitness

1.6

1.5

<$35K $35K-$50K $50K-$75K $75K-$100K $100k+

*Among individuals who visited a shopping center for that specific good or service at least once a week ,‘_’,‘:{}"c';;,.mm
Source: ICSC Survey Nov 30-Dec 2, 2015 (n=1,010) TS

Brick-and-mortar shopping centers are no longer primarily (if at all) used for
durable/discretionary shopping. Now, they are also used for entertainment and
socialization. That 1s what drives the most visits.
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Experiential Retalil

Many retail stores are adding entertainment and experiences to raise the
Fidelity of visiting.
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Experiential Retall

Jordan’s Furniture has a 60’ tall ropes course. Bass Pro Shops has bowling
amongst other entertainment. Some stores host birthday parties.
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a very social activity, 1s being added to
Beve rage retail, shopping and entertainment
venues to increase the appeal and
Fidelity of visiting.
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Shopping center developers need to shift their paradigm from creating shopping places where they
lease stores to creating experience places. Developers need to take more entertainment out of the
store box and incorporate it into the pubic areas to create experience Places with theater and a very
appealing sense of place. The most innovative developers will get in the business of developing
and operating entertainment to differentiate their centers from the ones that only lease to
entertainment tenants.
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Two great examples of malls that brought : 9
the entertainment into the public areas. i i e ‘
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Percent of Adults in Each Age Category that Attended
a Festival January 1- April 25, 2015

Live &
Limited Time

T . fu 53 | 18-24 25-34 35-44 45-54 55-64 65+
V e I l tS Source: White Hutchinson National Survey Aprll 2015 (n=2,004) ;L’:( on
Percent of total houshold spending 1985-2014 2014 average annual household community-based
0.5% 1 rotal 2965 entertainment spending by quintiles of household income
otal +96% Each Square = $5 49%
+140%
0.4% -
In Town LBE (non-Live)
0.3% - Live Entertainment In Town LBE (Live) 46%
22%
0.2% 1 +58% 15%
° 23%
0.1% Spectator Sports 6% 8% 16% 52%
8% 21%
5% 6% 9% 13%
0.0% Lowest 20% 2nd Quintile Middle 20% 4th Quintile Highest 20%
1985 2014 it

White
i i Hutchins
Source: U.S. Department of Labor, Consumer Expentiure Survey Huichinson Source: U.S. Department of Labor, Consumer Expenditure Survey e

Live, limited time and special events have great appeal to bring people out of
their home to physical Places.
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One of the projects our compan

How important to you are a company’s social consciousness and
overall kindness in choosing where to shop and what to buy?

Somewhat Important Not at all Important
42% 31%
White .
Hutchmsog

up

Source: CivicScience, U.S. Adults e

Companies that demonstrate a sense of social & environmental responsibility as
good citizen brands stand out in the world of increasingly undifferentiated and
commoditized goods and services.
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Transformational
Experiences

/Guide

Experiences

Customization /Stage

Customization

Services Commoditization
iDeliver
Goods Commoditization
l/lake
Commodities Commoditization

/ Extract

© 1999 Strategic Horizons LLP

Source: B. Joseph Pine II and James H. Gilmore, The
Experience Economy: Work Is Theatre & Every Business a
Stage. (Boston: Harvard Business School Press. 1999). v. 22.

Higher socioeconomic consumers, the college educated ones, are seeking
transformational experiences. They place much higher value on teaching brands
and venues where they learn something.
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Take-aways
M The Places where we do things is shifting from out-of-home physical Places to the
DIGITAL world.

M  Location-based businesses are now competing with the consumers’ living rooms and
their BIGITAL connections to the physical, social and virtual worlds .

™M  Consumers’ time and money is shifting from the real world to the DIGITAL world.

M  Asthe DIGITAL world continually gets move Convenient, out-of-home physical
Places need to offer increasingly Higher Fidelity experiences to stay competitive.
This 1s a never ending and rapidly accelerating challenge.

M  The next major technology with increased DIGITAL Convenience is virtual and
augmented reality. It will be very disruptive.

M  Consumers are increasingly preferring to conduct business with socially and

environmentally responsible companies and Places.

M  Dining and drinking, social experiences, transformation experiences and live, special
and limited time events enhance Fidelity and attract consumers to visit out-of-home
physical Places.
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Some of our articles and white papers that discuss topics relevant to my presentation you might find of interest:

White paper: The Evolution of Socialization. Our Social Behaviors are Changing, and with it the Need to Go Out (pdf)

New School Consumers are Flocking to Eatertainment Restaurant & Old-School Game Venues

A Paradigmatic Shift; the Entertainment is now Secondary
Virtual & Augmented Reality - the Ultimate Disruption of Place
Uptick in Cinema Attendance; High Fidelity Wins

Importance of Live and Limited-Time Events

Time is the New Luxury - A New Competitive Strategy

Randy White, CEO

Randy is a specialist in the feasibility, design and production of location-based leisure, entertainment, eatertainment and edutainment
venues. His company has worked for over 500 clients in 33 countries, including work with shopping centers and malls on integrating
entertainment concepts into their mix.

Prior to repositioning the company in 1989 to work predominately in the leisure/entertainment industry, White Hutchinson was active in
the retail/commercial real estate industry as a real estate consultancy specializing in workouts/turnarounds of commercial projects. In his
early career, Randy managed a real estate development company that developed, owned and managed 2.0 million square feet of
shopping centers and mixed-use projects. Randy holds the designations of CRX (Certified Retail Property Executive) and CSM (Certified
Shopping Center Manager) from the International Council of Shopping Centers (ICSC).

Over 100 of Randy articles have been published in leading entertainment/leisure magazines. Randy was featured on the Food Network’s
Unwrapped television show as an eatertainment expert, quoted as an entertainment/edutainment center expert in the Wall Street Journal,

New York Times, USA Today and Time magazine and received recognition for family-friendly designs by Pizza Today magazine. One of
the company’s projects was featured as an example of an edutainment project in the book The Experience Economy. Randy is the editor

of his company’s Leisure eNewsletter, he blogs and tweets.

Randy has been a featured keynoter and speaker at numerous shopping center and entertainment industry conferences throughout the
world. Randy is presently a co-Regent and presenter at the 13-year-old Foundations Entertainment University.
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www.whitehutchinson.com randy@whitehutchinson.com 816.931-1040
subscribe to our Leisure eNewsletter subscribe to Randy White’s blog
follow Randy on Twitter follow Randy on Linkedin
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