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• Impressive growth in e-Commerce continues to alter the
consumer landscape and omni-channel companies will lead the
way. An omni-channel retailer is one that is completely agnostic
to how, where and when a consumer shops or interacts with
a brand. Long-term positive drivers of digital growth, including
the rapid adoption of mobile devices, will hasten market share-
shifts online.

e-Commerce thesis still on track
We continue to have high conviction that opportunities around
the e-Commerce theme extend beyond just owning pure-play
online shopping or e-Commerce companies like Amazon. US-
based companies in consumer-focused industries such as retail,
apparel, consumer packaged goods and restaurants will benefit as
they take an omni-channel approach to their business and more
consumers shift their shopping and spending online. In addition,
firms are using digital marketing strategies to complement their
online efforts, including social media, search, and big data, to name
a few. Companies that facilitate e-Commerce transactions, from
IT providers to the payment of goods, should also be beneficiaries
of the e-Commerce theme. Since our initial report, the pace of
change continues to accelerate as companies undertake omni-
channel investments and this theme remains on track. All of the
arguments that we laid out in our original report (e-Commerce:
Beyond Amazon, 8 August 2013) and our last update (19 July 2016)
are still valid today. Longer term, rapid adoption of mobile devices
such as smartphones and tablets, combined with the convenience
and selection on the Internet, will hasten market share-shifts online.
The digital shift has continued to gather speed with the transition
to mobile happening even faster than expected.
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What is omni-channel...a refresher
There is no bigger buzzword among retailers today than omni-chan-
nel. You hear it in conversations with management teams and on
almost every quarterly conference call. So what does it actually mean?
Essentially, a true omni-channel retailer is one that is completely
agnostic to how, where and when a consumer shops or interacts
with their brand. The goal of omni-channel retailing is that a retailer’s
stores become an extension of the supply chain, in which purchases
may be made in the store, but are researched through various meth-
ods. At an omni-channel retailer, all purchase channels are effortlessly
connected providing a convenient and seamless way to shop. Pricing
is typically consistent across all channels and purchases made online
can easily be returned in store, and vice-versa. We find it interesting
that Amazon opened its first brick-and-mortar bookstore in a bid to
establish a physical presence where shoppers can not only purchase
books but also a range of Amazon-made devices, including the Kin-
dle tablet, the Fire TV set-top device and Echo, the company's home
speaker and virtual assistant. We would not be surprised to see addi-
tional store openings this year.
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Appendix

Disclaimer

Research publications from Chief Investment Office Americas, Wealth Management, formerly known as CIO Wealth
Management Research, are published by UBS Wealth Management and UBS Wealth Management Americas, Business
Divisions of UBS AG or an affiliate thereof (collectively, UBS). In certain countries UBS AG is referred to as UBS SA. This
publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any
investment or other specific product. The analysis contained herein does not constitute a personal recommendation or
take into account the particular investment objectives, investment strategies, financial situation and needs of any specific
recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. We
recommend that you obtain financial and/or tax advice as to the implications (including tax) of investing in the manner
described or in any of the products mentioned herein. Certain services and products are subject to legal restrictions and
cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information
and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no
representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating
to UBS). All information and opinions as well as any prices indicated are current only as of the dateof this report, and are
subject to change without notice. Opinions expressed herein may differ or be contrary to thoseexpressed by other business
areas or divisions of UBS as a result of using different assumptions and/or criteria. At any time, investment decisions
(including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the
opinions expressed in UBS research publications. Some investments may not be readily realizable since the market in the
securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult
to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas within
UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is considered risky. Past performance
of an investment is no guarantee for its future performance. Some investments may be subject to sudden and large falls
in value and on realization you may receive back less than you invested or may be required to pay more. Changes in FX
rates may have an adverse effect on the price, value or income of an investment. This report is for distribution only under
such circumstances as may be permitted by applicable law.

Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland
AG, UBS Deutschland AG, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico,
S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates
of UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of UBS Financial Services Inc. UBS Financial
Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate when it distributes reports
to US persons. All transactions by a US person in the securities mentioned in this report should be effected through a
US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report have not
been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS Financial
Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section
15B of the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not
intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule. UBS specifically prohibits
the redistribution or reproduction of this material in whole or in part without the prior written permission of UBS and
UBS accepts no liability whatsoever for the actions of third parties in this respect.
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