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Our fundamental belief is that many people want and can
lead richer, healthier, happier lives by investing in their
own physicall wellbeing. \We also think they need help to |
get there. , \/\;\

Our mission is to inspire & empower (help)
fitness and wellness leaders to innovate and
address maturing consumer needs; but also
to build the sustainable business models that
allow them to thrive as companies and teams =

1. World Health Organization’s definition of health as “a state of complete physical, mental, and social well-being and not merely the absence of disease or infirmity.”



We have worked on ~220 projects related
to fitness & sports! in the last 4 years

Engagements and active clients in the past 4 years
Number of engagements

1. Industry Taxonomy: Sports equipment, Sporting goods stores; OR Keywords: fithess, wellness, gym. From 2019-01-01 until 2023-02-06. Excluding
insurance, healthcare services, gambling, broadcasting, and public sector

Main engagement topics

Investment strategy in sports &
fitness

Pricing

LEAP: creating in-gym and at-
home solutions

Supply chain optimization
Due diligences

Marketing & Sales

Growth

Strategy & Corporate Finance
Geospatial analysis

Organization

McKinsey & Company
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Fitness companies are operating in a challenging and
unpredictable environment in 2023
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Source: McKinsey survey, September 2022 (N=211, n=111); Top 3 adjectives to describe expected conditions in the industry in 20237 McKinsey & Company 7



9 main trends are shaping and disrupting
fitness and wellness

Changing consumer preferences
1 Stickiness in fitness and hybrid offerings
2 Increasing technology adoption, driven largely by wearables

3 Offering expansion of fitness aggregators

Increasingly blurred lines between Fitness and a broader Wellness
4 Increasing prioritization of health and self-advocacy
5 Fitness offering expands into “Holistic Wellness” direction

6 Nutrition is important for consumers

Shifting and intensifying competitive landscape
*7 Large Tech players entering industry with fitness offerings
8 Marketing imperative for fitness is rapidly evolving

O High value low price leading the industry in club openings

& Company




1: The adoption of hybrid fitness routines has accelerated and is
leading to more sustained active routines

Hybrid fithess models help people achieve their objectives more effectively

The number of consumers with hybrid fitness ... and hybrid fithess consumers are more likely to report
routines grew 1.4x! in the past 2 years... 0 positive health outcomes?
1.4x /6;%

/

46%

3.5x more likely to say their wellness

has improved in the last year
(55% vs 16% for non-hybrid routine)

2.3x more likely to be prioritizing

wellness more than 1 year ago
(61% vs 27% for non-hybrid routine)

2020 2022

1. Approximately how much money have you spent on each of the following in the past 12 months? Your best estimate is fine. Consumers with hybrid fithess routines are defined as those who spent money on any at-home (traditional or
connected fitness services or products) and in-person (personal trainer, fitness club membership, boutique studio class / membership) fithess categories.
2. How has your overall level of wellness changed compared vs. 1 year ago? Thinking about how you prioritize wellness, how has your prioritization of wellness changed compared vs. 1 year ago?

Source: McKinsey Future of Wellness Survey, April 2022, N=1,500+. Global Wellness Institute; company websites, Forbes McKinsey & Company
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2: Wearables penetration is expected to flatten through 2025

...if they’re able to adequately serve key growth
Wearable penetration is growing across regions... customer segments

US Wearablel Penetration, %

Key Segment @ Solution Need

27 .
30 - 23 25 26 26 Athletes Improved training and performance feedback to
19 optimize health, with reliance on advanced
20 —"—" analytics. Tend to early adopt innovations
10
General wellness Improved training with emphasis on stress
0 users management, recovery, and longevity.
2019 20 21 22 23 24 2025
Europe Wearable! Penetration, % Medical users / Detect, treat, and monitor illness. Provide
5 5 practitioners advanced remote monitoring for assisted living
S 4 4 4 ° support.
L m—
‘s ——
3 women Support women across different life stages
2 including conceiving, pregnancy, post-partum,
1 menopause.
0
2019 20 21 22 23 24 2025

1. Individuals ages 18+ who wear accessories or clothing at least once per month that is embedded with electronics, software or sensors with the ability to connect to the internet (via built-in connectivity or tethering) and exchange data with a
manufacturer, operator or other connected devices

Source: IDC Wearables Tracker, Strategy Analytics, eMarketer, Manson Analysis, internal survey McKinsey & Company 10



3. Fitness aggregators change to become 360-
degree wellbeing platforms

Expands portfolio into 1-1
training, healthy aging, and
mindfulness offerings through
various acquisitions &
partnerships

V¥ zeamo

Introduces suite of digital
offerings, including on-
demand wellness and
enhanced rewards?

|
D URBAN SPORTS CLUB

Urban Sports Club partners
with wellness providers to
deliver live classes,
streaming classes and on-
demand classes

=, . Acquisition of 1-1 online
Tralniac  training company, to

oy Gympass increase personalized
(Dec '21)

wellness offerings

Partnership with an all-
L in-one health app for
Mighty Health  employees aged 40+

headspace  Gympass’ “Mind”
category grew 233%
w since 2020 through

introduction of U
Nutrition and Head-
space partnerships

STRONGERU
NUTRITION

1. August 2021

Launch of 50 new digital partner-
ships and 3,000+ on-demand
workouts across premium partners

LESMILLS ¢ popriv
E2deIve

PHYSIQUE®

At-home digital workout & in-person
nationwide gym access through all-
in-one app experience, rewards,
fithess challenges, and giveaways

Geared towards overarching goal of
meeting employees at any phase of
their workout journey, not solely
fithess enthusiasts

Offerings include — but are not
limited to — recovery services (e.g.,
cryotherapy, massages), and
wellness services (e.g., sauna,
meditation) through national
chains and local boutique
providers

Key takeaways

Consumers want more
wellness-oriented offering,
not only fitness content

Aggregators are investing to
diversify offerings outside of
their core fitness value
proposition

Consumer loyalty is harder to
achieve given growing
customer needs and
Increased competition

McKinsey & Company 11



4: Consumers are becoming
more health conscious &
proactive in their health-
related decisions

)
~50 /O of global consumers have been proactive
in their decisions regarding health?

)
85 /0 of consumers find physical and mental
health very important or extremely important in 20222

)
66 /O of consumers agree that COVID-19 has

encouraged them to spend more money on items or
experiences that help their overall mental wellness

1. Considering consumers from US, Japan, Australia, Mexico, UK, Canada, India from September 2021
2. Surveyed ~1,000 people each in 19 countries in April 2022 (n = 19,000)

Source: McKinsey Health Institute, NielsenlQ, Amex Trendex Report, Euromonitor International

How people define "Health” in 2022:

=

Mental wellbeing

65%

Having a healthy immune system 62%

Getting enough sleep

Feeling 'good’

Emotional wellbeing

59%
58%
56%

McKinsey & Company 12


https://www.mckinsey.com/mhi/our-insights/in-sickness-and-in-health-how-health-is-perceived-around-the-world

5: Understanding of fitness is evolving into ,,Holistic Wellbeing” —
many players use this opportunity to expand their offering

Traditional fithess is well established...

A new breadth of offerings are emerging
blurring the lines between fitness and wellness

o 0
‘it oio

Gyms and fitness clubs Fitness classes (e.g., HIIT, Spin) Yoga and stretching

...with a growing segment seeking emerging innovation as part of an
integrated wellness lifestyle

Electro muscle Light therapy and Hyperbaric Additional
stimulation workouts = photobiomodulation oxygen therapy innovations

Al adaptive cardio

Digital mental
health platforms

VR meditation

Wellness
communities (new
urbanism)

Source: Press search; Company website

EQUINCX
HOTELS

An IV nutrient therapy for therapeutic and rejuvenating
benefits; offering a full menu of different IV varieties
curated to address your needs such as immune support,
energy increase, fitness recovery, and others.
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THE WELL

A health, fitness and wellness club providing premier
services all in one location; offering a complete range of
services including meditation, healthy dining, sports
therapy, vibration healing, movement classes, strength and
conditioning

McKinsey & Company 13



6: Nutrition matters to consumers more
and more

2020 B 2022

Usage rate, % respondents

26

Nutrition / diet  Diet program  Juice cleanse Nutritionist

tracking apps (e.g. or coach
WeightWatchers)
Net
future +29% +35% +40% +29%

intent

Source: McKinsey Future of Wellness Survey, April 2022

2-3X
more usage of nutritional products to
support health goals

100%

of options show increased future
spend intend

85%

also invested in fitness apps

McKinsey & Company

14



7: Large Tech players leaning into Fitness offerings

Netflix Apple Fitness Google Fit
Date December 2022 March 2015 October 2014
launched
Services Included membership access to 30 Free tracking of key metrics (e.g. Free tracking of key metrics (e.g.
offered hours of workout classes in yoga, steps, calories, heart rate) steps, calories, heart rate)

core, HIIT, and strength from Nike
Training Club (NTC)

Pay for access to classes in
Meditation, HIIT, yoga, core, strength,
Pilates, dance, cycling, treadmill,
rowing and more

Note- classes and training plans not
offered yet

Partnerships ntc Nike Training Club

S SilverSneakers
O] Target
|J UnitedHealthcare

i Acquired FitBit (Nov 2019)

Integrates with many 3rd party
apps, such as:

Strava

Runkeeper

# of Active From 1.8M (NTC userbase)
Users Up to 223M (Netflix subscriber base)

Undisclosed #s, but targets up to a
100M installed userbase of Apple
Watch users

2.6M
Growth up to 28M (FitBit userbase)

McKinsey & Company 15

Source: Nike News Release (LINK). DailyMail Publication on NTC (LINK). Applelnsider publication on AppleWatch user base (LINK). InsiderPaper publication on Google Fit (LINK).


https://about.nike.com/en/newsroom/releases/nike-launches-nike-training-club-workouts-on-netflix
https://www.dailymail.co.uk/sciencetech/article-11586229/Netflix-adds-46-workout-videos-Nike.html
https://appleinsider.com/articles/22/10/14/apple-watch-sets-new-us-record-now-owned-by-30-of-iphone-users
https://insiderpaper.com/google-fit-app-not-showing-connected-apps-users/

8: Fitness players meet increased Customer Acquisition Costs as
players compete for same pool of consumers

Customer acquisition costs saw a drop during Competitive pressure and increasingly difficult
COVID boom but now face competitive customer acquisition has pushed prices
headwinds post-pandemic downward
Chart: Peloton’s sales and marketing cost per new subscription @ Chart: Peloton Bike price over time (excluding Black Friday and New
added Years promotions
\
/ =-J. A.
+9.6% p.a. $1,605 $1,095 S4%p-a

$1,895

1,745
1,495

2019 20 21 2022 2019 20 21 1H22 2H2022

Source: Peloton annual reports. Lululemon press releases. Industry news on Tonal (LINK). Industry news on iFIT (LINK). McKinsey & Company 16


https://frontofficesports.com/connected-fitness-giant-tonal-to-cut-35-of-workforce/
https://www.fool.com/investing/2021/10/19/a-look-at-fitness-company-ifit/

9: High value, low price clubs are leading the industry in club
openings

European health club industry is still

recovering from impact of COVID-19 and has HVLP chains are leading the industry growth in
not returned to previous growth rates club openings pre- and post-pandemic
Chart: Number of health clubs (thousands) in Europe @ Chart: Number Basic Fitness clubs (as HVLP example)
___ +38%pa — +0.6%pa — > >
i 62 64 63 63 64 +15.2% p.a. 1.200
1,015
/ !
905
”’/j227%w1a 784

629

2017 18 19 20 21 2022 2017 18 19 20 21 2022

Pre-pandemic CAGR Industry vs. HVLP example 38% VS 227%
Post-pandemic CAGR Industry vs. HVLP example 06% VS 152%

Source: European Health & Fitness Market Reports, Basic Fit Annual Reports McKinsey & Company 17
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ithess isn’t a “winner takes all”’
sector

But it’s quickly becoming a
“leaders take most” sector

McKinsey & Company 19



Some questions you should be asking yourselves

1. Can you further optimize your pricing and
retention?

2. Are you making use of the data you have to make
your business succeed?

3. Can you expand your offering beyond ‘old
school’ gym workouts?

McKinsey & Company 20



1. Have you optimally
set your pricing by
location according to
internal and external
factors?

NON-EXHAUSTIVE

For example, gyms must measure on a
frequent basis:

* Gym capacity — how close is each gym to
maximum capacity?

Sign-up velocity — what is the relative
speed at which members are signing up?

Competitive intensity — what competitors
are within a specific radius?

...and those inputs give an idea of how to
optimize various pricing tactics:

Examples

w Package/
o ancillary
optimization
e < Promotions
and contracts
e RZ Zone pricing
N optimization

o / Increasing
[LDD base pricing

Redesign premium membership tier(s) to drive
upsell and higher value per member

Optimize promotion tactics (e.g., discounts,
flexibility, incentives) to solve for greater uptake
and retention

Further differentiate price by geography by
introducing zoning / regionalization strategy

Increase price on specific membership
packages, given current position as HVLP+ and
guantity and quality of offerings relative to peers

McKinsey & Company 21



NON-EXHAUSTIVE

1. Are you actively improving retention by delivering on
the basics and elevating the gym experience?

1 2

Delivering on the basics Elevate the gym experience

Focus on the “blocking and tackling” of the day-to-day gym Create deeper connections with members to help
experience by identifying pain points in the core gym journey improve their experience and meet their fitness goals
and aCCGntuating Crunch’s pOintS of diﬁerentiatiOn, for example: e Build a proactive retention engine to catch churn
* Encourage consistent staff greetings to enhance before it occurs and uphold high-value pathways

Community atmOSphere and comfort new members e Foster |0ng_term engagement through d|g|ta|
* Reinforce quality of group classes recognition (e.g., enhanced loyalty) and
e Build franchisee performance management system “extertainment”

to drive accountability * Enable tailored engagement with staff in clubs

through simple staff digital interface

—_

Level of digital/data usage
Digital and data should be used across all tactics, but more is required to elevate the experience

McKinsey & Company 22



2, Are you
leveraging
data and
analytics to
better
understand
your
member’s
behaviors?

Data, much of which is already being captured, can provide a deeper
understanding of members’ behavior and aspirations, enabling gyms to
deliver a truly personalized, holistic wellness experience

What do your
members do during

d each visit (e.g.,
distance run, weights
lifted)?

- 1

When, how often, and
for how long do your
members typically
visit?

What role do
community features
play (e.g., do your
members invite friends)?

How are your members
engaging with you
(e.g., website, app,
social media)?

How are your members doing

holistically — in and outside of

| the gym (e.g., sleep, physical
health, mindfulness, nutrition)?

What products/ services are
your members using (e.g.,
classes, personal training)?

McKinsey & Company
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3. Fitness has evolved from ‘old school’ gym workouts —

which parts of the ecosystem can you expand into?

How do you share
your results?

Illustrative

How do you track and measure your technique

Where do you - What equipment
WinES el® Pel el do you use (if any)? and performance?

Gym or workout space

Pre-build fitness regime

Fitness (balls, ropes)

Clothing Personal trainers

Socialize in the gym

EQUINOX runkeeper mh\u : EQUINOX FITIIESS
{
QPUREGYM ‘ ‘ s e K) .@FIWEES .
Qs B peLoTon rBOLTT @ - LESCINO:
Home Personal training Strength (weight-based) Wearable trackers Applications Share with friends
Q PELOTON E Q UINOX LTRSS GARMIP‘:.I .-f|tb|t it f|tb|t @
IPRECOR /Aaptiv |[T]
MIRROR , ©rimness halo P I @)
Aiasm ~—7 @WATCH runkeeper EIFITNIESS Dekogun
Outside Group classes Cardio machines Virtual coaching Equipment Discuss with the focused
ﬁ communities
3’ H' PELOTON ! ”’JREL'BR )
> Crossfit Vi ¥ STRAVA
J ANRsm ALy PrRss @cybex L&érARss al

SOULCYCLE

Db =y

/Aaptiv

lm mapmy&)run
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Thank you for your interest!

Victor Duran

/ Associate Partner McKinsey

Victor_V_Duran@McKinsey.com

Sabine Becker

Associate Partner McKinsey

Sabine_Becker@McKinsey.com

For more Consumers Insights around
Fitness, Health & Wellness, please
Visit our website
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https://www.mckinsey.com/featured-insights/the-next-normal/wellness

Are you working in Sporting Goods? Stay tuned for our 2024
Sporting Goods report, we will present a pre-view at ISPO 2023

Past Sporting Goods reports Pre-view of 2024 report will be presented at ISPO

<" Sporting
Goods 2023

Sporting
‘ Goods

Q 2022 . - 3 28.-30. November 2023

Download the report here \

McKinsey & Company 26
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