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The Subscription Shift
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Subscription-based retailers use a variety of models to deliver

value and convenience to consumers—sometimes blending

more than one approach. This chart highlights 5 of the most common
models, each offering unique benefits & serving different consumer needs.

TYPE
Regular fee gives access Gyms, Yoaaworks
8@ Membership to exclusive services education/training, g '
Teachable, Audible
or products clubs
A0 . Automatic, regular Pet food, diapers, Chewy, Harry's,
@ ReplemShment delivery of essential items razor supplies Blueland
E=x ) . Netflix, Spotify,
%A Content Ongoing access to content| Music, videos, news YouTube TV
Regular delivery of item- . . . .
@ Curation e [oror oreaeed] cor Clothing, meEfIs, Birchbox, StitchFix,
. beauty supplies HelloFresh
specified preferences
Pay to access a software .
. i Microsoft 365,
dﬂ) Saas instead of outright Software el e e
purchase

Are Subscriptions a Retail Power Move?

The Upside 4,
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Predictable revenue stream %5
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Streamlined inventory planning
Stronger customer relationships

e Marketing focus on acquisition

e Built-in data + insights The Challenges

o Easy to personalize e Constant pressure to add value
e High acquisition costs

Rising competition
Fad or future? The jury’s still out
Churn can be a killer!

CUSTAlCIEnCEISETMENtation

R
o

Top-Selling Retail
Subscription Categories

Include:

Software Netflix is the largest
Media - TV, Audio, News streaming service in the

Fashion

world, with a reported
global paid

memberships as of 2024,

year-over-year.

Mealkits/Mealboxes
Health and Fitness
Pet Products
Plants
Collectibles and Hobbies

Higher income users
consistently over-
index across all —
suggesting that
disposable income
plays a strong role in
the.adoption of
subscription services.

Recently Used Websites

B Low Income ' Downscale HLower Midscale ®Midscale mUpper Midscale ®Upscale ®Wealthy

Chegg showed
more promising trends

AR . Audible Chegg Chewy Hellofresh Any Subscription
within lower income (Audio Books) (Homework Help) (Pet Supplies) (Meal Kits) Based Service

categories, indicating
products considered
more utilitarian might
do better across all

income levels.

Diving Deeper: Subscription TV

After exploring the broader subscription retail landscape, we now zoom in on
subscription TV—a rapidly evolving, $115 B global market. In fact, over 60% of
U.S. households now prefer streaming over traditional cable.

Wealthier households
are significantly more
Subscription TV Provider by Income Level |ike|y to subscribe to
™ Low Income Downscale ®Lower Midscale ®Midscale ®UpperMidscale m®Upscale ®Wealthy traditional TV prOViderS
like Verizon, Cox, and
Optimum, while middle
18 116 13 14 class and lower income
groups lean more to
Spectrum and DISH.
Verizon stands out with
the highest index (176)
in the wealthy sector,
Optimum  Comcast/XFINITY Cox DIRECTV Spectrum Verizon indicating a strong
affinity for premium
an/or bundled services
among affluent users.

In contrast, streaming
services show a more
varied income spread.

Platforms like YouTube TV Live Streaming Services Subscriptions by Income Level

and Hu|u+ attract higher_ ® Low Income Downscale ®Lower Midscale ®Midscale ®Upper Midscale ®Upscale ®Wealthy
income users, while Pluto 160 s

TV and Philo are more 140

popular among lower 120
income segments, likely
due to their affordability
and free options. Overall,
streaming subscriptions
appear more accessible
across income levels, while DIREET) sy

Hulu + Philo Pluto TV  Sling TV  YouTube Othe_r None
traditional cable providers v Shicaking

remain more stratified.

Response to U.S. Inflation by Age Category
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Canceling Audio/Music Canceling Exercise/Gym Reducing TV Streaming
Svcs Membership Svecs

product/senvicens. tiappears tnat
dCIOSS dlllagerdrotupsilVisenvices ane

ConsiceredianignERPrHOHLY WItH

IRflation posinglarsmallerrske

NOTE: Lower cancellation rates among older groups may
simply reflect lower adoption of these services to begin with.

So Why Are Cable Customers
Reason for Cancelling Traditional Subscription TV Cutting the Cord?

® Low Income Downscale ®Lower Midscale m®Midscale ®UpperMidscale ®Upscale ®mWealthy
7o . When looking at it by income
. level, lower income categories
150 : will churn for cost reasons (no
14 14 .
o 6 1058 10411 _ 6 surprise there). However,
lengthy contracts appear to be
a deterrent for middle income
. - groups and poor customer
Unused Channels Too Expensive Poor Customer Lengthy Contract Replace with Replace w/ Service Wi” drive away your

Service Streaming Antenna/Free TV

Content/Device top income customers.

20

70

In Short: Know Your Audience
or Risk Losing Them

In a crowded
subscription market, the
key to reducing
customer turnover starts
before the first
conversion. By using
audience segmentation
to pinpoint the right
prospects—and
leveraging Al-driven
strategies to attract and
engage them—retailers

can build stronger, - ;':ma .
longer-lasting customer

relationships from the
very beginning.

Insight-Driven Audience, Creative,
Message and Media Optimization

Claritas’ Integrated Marketing Optimization Platform provides
dynamic, real-time customer experiences that involve connecting
with specific audiences and delivering tailored messages across a
wide array of digital channels and formats - from audio and display
to email and CTV/OTT video. The Al optimization loop consistently

throughout the marketing campaign, ensuring the most
optimal results. LEARN MORE @Claritas.

1 800.234.5973 or visit www.claritas.com




