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Duty free retail of Incheon Airport
during pandemic




Airport duty free retail during pandemic

v As the number of passengers dropped,
Incheon Airport duty free sales decreased by 94% during pandemic.
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Downtown duty free retail

v Sales of downtown duty free decreased slightly
because of the Chinese Resellers’ sales.

< Sales of Downtown Duty-Free > < Sales of Chinese Resellers in Korea DF >
(KRW) (KRW) 82.6%
o P 68.2%
tri b 7]
lti/s

17 tril 43.9%
14 tril

Purchase Ratio
of Chinese Resellers

Sales
of Chinese Resellers

2019 2020 2021 2019 2020 2021



Supports for duty free operators

v To overcome the crisis together, Incheon Airport reduced rent fee for DF
operators and Korea Government eased the tax regulation
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Duty free sales of Incheon Airport by national

v The sales ratio of Chinese fell sharply and the sales ratio of Korean and
American increased during pandemic.
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Duty free sales of Incheon Airport by category

v Compared to C/P sales ratio dropped by half, F/A sales ratio increased a lot.

< Sales by Category in ICN DF >
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Deregulation Effect

Abolishing Purchase Limit
(’22.3~)

* Purchase Limit : $5,000 — no caps

Raising Duty Free Limit

('22.9~)

* Liquor : 1 bottle — 2 bottles
* Duty Free Limit : $600 — $800



Changes of shopping trends




Changes in Retail Trend

v' Transforming space from selling to delivering brand value

Offline Retall v Creating space that emphasizes on customer experience
such as culture and art
v Accelerated Digitalization
COVID-19 res e | | .
v Integration with Digital shopping and Physical shopping
Value v' Expressing individual values different from others

Consumption v Values such as eco-friendly, win-win with local brands
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Evolution of Consumption Purpose

()

-
ELLLETTY ELLLETTY PEYEL T

JrTL e, JrTL e, JrTL e,

o N R N o .

. ‘e, o Yo, o .,

. ., . ., . .,

. 0 . 0 . 0

. 0 . 0 . 0
* * *
o i o i o i
* * * * * *

Functional i Emotional  Self-actualizing :
Benefits . Benefits . Benefits

12



Changed strategy of luxury brands

v Major luxury brands are closing downtown duty free shops.
v Top-tier luxury brands are focusing on airport duty free shops.

|| TheKorea Herald

CLOSING DOWNTOWN -
DUTY FREE STORES

YOO OO®

|| TheKorea Herald

Al industry Technology Transport et

Beginning the closing downtown DF shops in
Jeju island, all stores in downtown DF will be

closed until March 2023.

; :5 Chanel joins Louis Vuitton in leaving duty

LOUIS VUITTON !
. freeshopsin Korea

Closing downtown DF shops in Busan, Jeju
Island and Focusing on the airport store and

CHANEL Seoul downtown DF shops
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Korean Retailer efforts to create new experiences

The HYUNDAI SEOUL Ground Seesaw in LOTTE department Rooftop Garden in Shinsegae department
(Yeouido) (Myeong-dong) (Daejeon)
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Meeting the various values (1)

v More affordable street fashion brands became popular these days.
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Meeting the various values (2)

v Incheon Airport built a Win-Win platform by creating stores where only
products made by local Small and Medium sized are sold.

A iz mwrxs@ m qu o L_.,

=
=

16



Digitalization - the growth of online Duty Free shops

v Although sales of offline DF shops is decreased, sales of online DF shops is
increased slightly.

< Online & Offline DF Sales ratio in South Korea > < Sales ratio by category in online DF shops>
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Digitalization - accelerated digitalization

v The speed of digitalization is getting more faster than ever.

smart speaker, robot shopping assistant

customized personal shopper

virtual experience of products

facial recognition payment, VR pay

automated store without staffs

curation, sales expectation, on-demand shopping
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How to enhance
Airport shopping experience




Characteristics of ICN DF shoppers

v The proportion of shoppers who prefer offline airport duty-free shop and
impulsive buyers is high at about 71%.

Prefer to
Offline shopping

Impulsive
Purchase

Price

Brands & Products
other
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Reshaping ICN Retail Business Model

Redesign
Maximizing integration of Airport Process

Offline Digital&Physical § for excellent

Strengths Experience shopping
environment

L

-O)- Innovation of Shopping Experience




Maximizing offline shopping strengths

OPUMIZENSSPACEN Ty OUT

v'  Store relocation

Walk-through stores

v' Spacious walk-through shops
v Increasing pop-up stores

v" Plan to expand DF area size
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ENHN NG ENUXURASTOLES

reopening Chanel store in Terminal 1
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CHANEL




2"d store, operated by Hyundai ('21.5~)
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Maximizing offline shopping strengths

152N 0 M arkSEUXURADU PRI EX

Duplex Store
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“‘Paper Planes & Monogram Cubes” by Louis Vuittion - wicfi ﬁ Twin Spider & Soil Ball by GENTEL MONSTER
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NON-LIGHTING LOGO STAINLESS STEEL CEMENT PLASTER BLACK RESIN RUG TYPE
ON THE BLACK-GLASS BENCH (DESIGN WILL BE MODIFIED) SOIL BALL OBJECT SPIDER OBJECT CARPET LOGO
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Al chat-bot, Guide robot and targeted marketing through SNS

Guide Robot (Airstar)

SNS Marketing
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Vi/natwerane p]a”n]ng Store with cutting-edge technology such as AR




WHEIAVESIE plannirlg digital showroom with a vivid sense of reality in Landside
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AR showroom in L/S AR showroom in L/S
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Vi/natwerane p]ann]ng Launching mobile app for online shopping

W o) I =1 >

self check-in . Moving in airport
& self bag-drop Move to airport

Shopping &

Immigration Eating

. departure
After arrival P

" E RS VYWERZ A

Platform for Online Reserving Receiving Checking Preparing Moving Taking  Storing Paying Receiving
smart duty- platform of and  information stocks in products products overand products using POS products
free service individual DF paying of payment/ airport checking in airport

operator reservation products store

* Skip payment when paying online

e (]
Duty Free Operator

Customer
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VWhatwerarne p]ann]ng Virtual shopping experience in Incheon Airport Metaverse

* concept image of Incheon Airport Metaverse



Redesign airport process for excellent shopping environment

SalEWISATSECUNE

Smart Security Screening with CT x-ray
L _ ~

Airport Health Accreditation(AHA) by ACI

M AIRPORTS COUNCIL
INTERNATIONAL

CERTIFICATE OF
ACCREDITATION

Incheon International Airport

This certificate recognizes your airport’s commitment to prioritizing health and safety measures
in accordance with ICAO Council Aviation Restart Task Force (CART) recommendations
and in alignment with the ACI Aviation Business Restart and Recovery guidelines along

X s, m/){w
v no need to take out lap-top computer v first certified in Asia-Pacific by ACI

v accredited in 3 years consecutive from 2020
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CONVERIENGE

¥ Automated process ¥ Bio authentication

Future Departure Process @ ICN

Bio-data combined with  Confirmation of bio-data  Enter departure hall after Biometric Payment and facility- Self boarding via
passport, flight ticket Self bag drop biometric identification authentication use with bio biometric authentication
1  Check-in -~ E e < 5 Duty free 6 Boarding
..... = g- "_ 4 Duty Free :
1 Mobile Regist .
Recz;lslt::r b?ogljafar o a m 6 - 6 | L | ‘

at home upon o 0
mobile check-in . q E ! -
2 Bag Drop 3 Security Check 4 Immigration
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First airport received 5" grade of Customer Experience Accreditation in the world
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