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What will we discuss today?

Membership penetration rates of between
.15% (India) and 20% plus (Sweden, EUR, US)

General exercise rates of over 50% in
developed nations

50% of members cancel within 6 month
Retention rates of less than 70%
Tenures of less than 4 years

Business model that relies on sleeper
members, aggressive PT sales and limited
membership journey in and out of the club

Continued %rowth of obesity, diabetes and
other health related issues

Focus on fitness as opposed to wellness/well
being

A mix of what is right

and what is wrong
about the fitness
industry and how we
can better define the
industry to help it grow
and ensure our success:
a mix of perspectives
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Lessons from the fringes — the signals are talking
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° o O 0 ° 9 . With iOS 15, iPhone and Apple Watch users now have the

Fitbit has announced that all current fitness tracker and ability to share health data with loved ones or a care network,

smartwatches now support stress management. Previously, Fitbit view Trends, and measure their Walking Steadiness

reserved the functionality for the Luxe and the Sense.
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Gen Z Top Health Barriers

% selecting intop 3

Among the general population Index to Total
Lack of motivation | 36% 100
Lack of energy RGN 26% 86
Lack of money | 20% 107
Do not find exercise enjoyable | NN 18% 86
Lack of confidence | NEEERNNNNNIN 17% 157
Availability of resources (e.g., gyms) [N 1% - -~ 154
Family demands | 10% B3
Social obligations | HEEEEEN 10% 159
Lack of progress | 9% m
Lack of skills | 9% 158
Lack of support NN 8% 14
Physicalinjury I 8% 52
Lack of knowledge N 8% 138
Fear of being injured | 8% 95
Career demands [N 7% 19
No one to monitor my progress [l 6% -- 139
None, | have achieved my goals NN 14% 106

Moving from
extrinsic to intrinsic
motivation — how
long does this take?

How to
(_].hange
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FREAKONOMICS RADIO

How Goes the Behavior-Change
Revolution?

An all-star team of behavioral scientists discovers that humans are
stubborn (and lazy, and sometimes dumber than dogs). We also hear
about binge drinking, humblebragging, and regrets. Recorded live in
Philadelphia with guests including Richard Thaler, Angela Duckworth,
Katy Milkman, and Tom Gilovich.

ws=  Stephen J. Dubner/ Freakonomics Radio Jun 22,2019 - 10 minread * |'1‘] []



Death of Retail — not exactly! Growth for whom?

_ _ _ In mature markets, will we
Figure 7. Revenue growth of different types of retailers .
see a hollowing out of the

i i A mid market facility? How is

&% O this determined? By value

@ proposition and experience?
©

Five-year revenue growth

+37%

@

+7% +8%

Av_A

-2%

‘@ Price-based @ Balanced Premier

+2%

Source: Deloitte analysis of various annual reports. Deloitte Insights | deloitte.com/insights -2l
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Business Model Innovation — could Big Tech
lead the way?

Why do operators do this???

Facilities and equipment
PT and other services
Programs and assessments
Classes and content
Physical and digital

Apps

Location and places

Zones and offerings

What?

Value
Froposition
: R
" Who? |
Revenue - - \alue
~ Model Chain
Why? |  How?

Digital fitness market

archetypes
Source: LEK Consulting

Integrated content ecosystems All-in-one personal training

® Live and on-demand fitness video ® Personalized coaching in 1:1

content accessible via connected interactive sessions accessible via

Integrated exercise equipment connected equipment
hardware
Q PELOTON  MIRROR MIRROR
) 1:1 persupal training sessions are
Equipment @ ECHELON TONAL available for incremental per-session fee
needs
Stand-alone streaming services Coaching marketplaces
® Live and on-demand fitness video ® |ndividualized virtual coaching
content accessible via a variety of accessible via a variety of
connected devices connected devices
Stand-alone

paiLy () Burn B coLp’s amMP*

1-to-many 1-to-1

Interaction



Fully
connected
hardware
and digital
eco
system
driven by
behavioral
economics
,Al and
ML.
Managed
by lIOT via
online
ordering
and
managem
ent
system

Fully connected equipment with
evidence based digital ecosystem

Customer success managers

Peer to peer swap options
and access to latest solutions

Gain Creators I

Solutions for a broad

Club with high retention
and secondary spend, ROI

range of segments

Gil

Staff productivity and

Products &

Fixed costs and
immediate replacement

Gains

Services l

sales performance
T

Access to latest
equipment and

Subscription

programming regularly

High capital costs

Certain costs and
100% uptime

Greater wellness
awareness

Customer
Jodis)

Self sanitizing materials

Too many choices cardio

Mass customizable single cardio

base with console options

Pain Relevers

o4

/

Analytics to improve member
engagement and predict attrition .

100% uptime and
contract upgrade options

Pars

High attrition rates
and low usage

N

Unknown repair costs
and downtime

COVID fears

Deliver a varied and great
workout experience

Attract and retain
members and talent.
Differentiate club

Help members
achieve goals

Manage members
wellbeing journey

Confidence in

Unknown member
response to solutions

Regular changes in tech and
fit trends to keep up with

purchase decision

Seasonal fluctuations

/

Substitutes — home, outdoor, virtual,
wellness, apps, pay as you go access, AR/VR

Value Proposition Canvas Focused on a B2B Buyer in a Commercial Health Club (Source: authors own

analysis)



Amazon Music’s New DJ Mode Adds
Celebrity Commentary and Alexa
Trivia to Streaming Playlists
00000

CHANNEL DISINTERMEDIATION:

“Alexa, play in DJ Mode*

APPLE WATCH AND FITNESS+:

Evidence based wellness built on data analytics, Al, ML,
behavioural economics, psychology, motivation theories -
wellness journey never seen before

What if Apple makes a Treadmill? Or Doesn’t!

CONSOLE CAPABILITIES:
Mirroring, eco system, data grab

v

New Whitepaper
RUNDLING:

Apple won't sell equipment outright in the future, they will
create recurring revenue bundles

OPERATOR ROI:

maximizing member retention levels through the use of predictive
analytic models of exercisers health and fitness behavior inside and
outside of the gym.

Service, install, selling etc existing assets and people

MANUFACTURING ECONOMIES:
Scale and scope, cost leadership or
freemium model

E COMMERCE:
Design, configuration, finance approval, 3rd
/ party suppliers

LEAD TIMES:
leveraging their knowledge base in manufacturing, data

analytics, machine learning, and supply chains

REPAIR AND MAINTENANCE:

state of the art sensors, Al, machine learning, and the 10T, Apple will
create prescriptive analytic models that will allow them to repair
equipment before it breaks down maintaining 100% up time



So where does the health club fit — hub or spoke?

sl il What capabilities does the
"Moving 360" a
- Find an ares i 3 oo health club need to become

school for little Tarquin

Find a2 decorator to

the hub — are we finally going
. = to be in the knowledge and
B O e wellbeing industry?
Platform & Use estate agents 0 g y.
marketplaces PR
Banking marketplace Partner marketplace

Banking-as-a-
Platform

10



The end of Customer Journeys! — as we know them

Touring and joining
Induction 1 plus follow up
Induction 2...n

Facilities
Equipment
Programming
Technology

Employee
satisfaction,
self efficacy Satisfaction
and Member Journey leads to
perceived For examoje retention
support —
lead to OCB

Frequency

Loyalty
Motivation

5 sox : Leads to a 2 point ;

A 3 point increase in ) ) . Leads to a 1 point
. . increase in customer . ——

employee satisfaction ] . increase in ROI

11



Increase your costs to decrease your costs —
shared value and purpose: Aetna example

Substantially increased
investment In staffing to include
behavioral health experts,
dieticians, nurses etc

Switched from ‘disease’ states to
member specific personalized
goals

Created leading edge digital
Blatform built on big data and
ehavioral economics

By maximizing their customers
engagement in their own health
Aetna significantly lowered their
costs — could we?

= Shop, Buy, and Enroll
Marketplace—an Amazon-like
shopping experience

= Focus on attitudinal segments:
basic, mainstream, best of
everything

= 360° data view of the member

* Net Promoter Score, Twitter,
social sentiment analysis

= Analytics on data from multiple
sources used to optimize
customer value

= A portfolio of products, services,

and health and fitness apps

A

Knowledge (-j_; End

OMNICHANNEL ECOSYSTEM DRIVER

£
-
£
(o]
o Aetna

20

SUPPLIER MODULAR PRODUCER

©
t
&

Value Chain Ecosystem

4 Business Design ’

= An attractive destination for health and wellness needs
= Acquisitions, including iTriage
= Partner with health insurance exchanges, providers, complementors, etc.

* Internal and affiliate APIs (e.g., to member and plan profiles) that
connect to additional health content, data, and services

= Expertin healthcare compliance
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Wrap Up and Key Questions — what business

are we in?

How can we differentiate our service offering
from the rest of the competitive set?

How can we attract non-customers?

What is our trainer/talent development
strategy?

How can international expansion amortize
content and technology investments to drive
accretive growth?

What strategic partnerships can enhance brand
awareness, customer acquisition and customer
retention to accelerate value creation?

How do gym operators participate in digital
fitness in a post-COVID-19 world where digital
fitness is more prevalent? What are the build
vs. buy vs. partner trade-offs and implications
for future growth?

Are we the hub or spoke?

McKinsey research (June 2021):

Fitness-tech apps raised a record-
%eza(\)king S2 billion from investors in

95 percent of pre-pandemic fitness
club members reported missing at
least one element of working out at
the gym, and more than 60 percent of
Americans who exercise regularly say
they will likely prefer a mix of working
out at a gym or studio and at home in
the future

Overall downloads of health and
fitness apps grew 27 percent, but apps
that include a community component
saw four times as many downloads
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