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How much to invest in V&A
warranty/ ESC .

Categories with 75%+ ESC purchase: Critical equipment, items prone to ADH

Digital cameras H Generators*™* H Snow blowers** H Hajor,appliances‘

‘ Musicalinstruments™ H Power sports equip™ H Automotive ‘

50%to 75% ESC purchase: Technology and non-critical equipment

\ GPS [ Laptops H Tvs I Tablets |

‘Smartphones H Video game system H Lawn mower** H Exercise equip ‘

Less than 50% ESC purchase: Cheap or not prone to damage

Power tools <$100 H Office equipment H Furniture ‘

*Caution: Smallbase size
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How much to invest in \%A
warranty/ ESC .

e A claim on a Warranty or ESC is a chance
to build a relationship

53% 52%

An ESC has saved me  And ESC has extended
from costly repairs the time I owned a
product

Howmuch do you agree with the statement ...? (showing 4-5 on a 5-pointscale)
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HOW TO STRUCTURE
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How to structure

e Most important factors to consumers:

#1 Factor
28%
13% 10% 10% 8%
— — — =

Price of the plan Covers repairs Coverage Repairs Provides benefits

you expectto extendsbeyond performedin the in addition to

need manufacturer’s home OEM warranty
warranty during warranty

period

In general, what is most important to you — please rank order your top five where “1”is the most important.
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How to structure \%I\ R

e Price and consumers:

Price: When does ESC make sense to buy?

How much do you agree with the statement "Extended service plans only make senseif they don'tadda lot to the
costof the product.”
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How to structure R

e Price and consumers:

Price: When does ESC make sense to buy?

Especiallyin
=Digital Camera

=Major Appliances
~Tablet

=Smart phone
=Laptop

~Television

=Power Tools <$100
=Automotive

How much do you agree with the statement "Extended service plans only make senseif they don'tadda lot to the
costof the product.”
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How to structure V%\ R

e Mean percentage of product purchase
price willing to pay (3 yr coverage):

= Repairs due to product flaws
= Repairs due to product flaws plus ADH

22% 26%
129, 15%
6% 7% 5% 5%
- Em— —-—
$100itemn (e.g. $500item (e.g. $3000item (e.g.  $10,000item $20,000 item
Camera) Laptop) Refrigerator)  (e.g. Motorcyde)  (e.g. Car)

‘What would you be willing to pay for three years of each type of extended service coverage?
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How to structure \%\ R

e Looking at the highest 20% willing to pay,
average price flexibility increases

= Repairs due to product flaws
= Repairs due to product flaws plus ADH

38%
25%29%  28% 29%

$100 item (e.g. $500 item (e.g. $3000item  $10,000item $20,000 item
Camera) Laptop) (e.g. (e.g. (e.g. Car)
Refrigerator)  Motorcycle)

What would you be willing to pay for three years of each type of extended service coverage? (Showing average
T B 20% oF Hioes willinh 1o nev syl
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How to structure \%\ R

e Second important factor to consumers: Covers
the repairs they expect to need

Categories with Highest What percent of

! 0, product failures do you
Emphasis (65%+) think will be covered by

ESC?
= 80% —
60%
40%

20%

0%
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How to structure

= Third most important factor to consumers:
Depends on product
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How to structure V%\ R

e Consider impact of a deductible

Negative Impact in:
= Digital cameras

= Laptop Lose interest
= Smart phone in ing the

= Exercise equipment
= Office equipment

= Furniture

= Power tools <$100

* Lawn mower**

= Power sports™

evaluation of
the plan
29%

Does the presence of a deductible on an extended service plan cause you. . .
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HOW TO MARKET
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How to market

Vi

e Does the sponsor/seller matter?

What type of extended service plan do you think would be the best in terms of providing.
retailer service plan, A manufacturer service plan, A third party service plan, Not sure)

talls percel

miblation

stomer cajre

LA
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How to market

e The ESC message and o o = e e

approach can win 100%
unexpected business 90%

Planned

89% to buy

the ESP
* Sweet spot for .
properly structured 0%

coverage per category so%
and target consumer 40%

30%
20%
10%

0%

When you decided to purchase the PRODUCTS on which you ended up buying extended service plans, to what
extent didyou alkready have an idea that you woutd buy the extended service contract at the time you decided to buy
the product?
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How to market \%\,

e Registration rates vary by product

Over 50% for technology

- .
products, appliances Under 50% for equipment

Which of these items did you go through the product registration process for?
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How to market \%\,

e Improving registration rates:
e Need to help customer see benefits and make it easy

Barriers to Registration

See no benefit 29%
Haven't made the effort 25%
Will lead to unwanted junk mail/email 16%
Lost/don't know registration instructions 13%

Why didn’t you register your product purchases?
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HOW TO PREPARE FOR
SOCIETAL SHIFTS




image24.jpeg
How to prepare for \%[\
societal shifts R

How have you registered your new
product(s) in the last six months?

77%

32%

. =

Online Postcard Phone
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How to prepare for \%A
societal shifts R

How have you initiated claims in the
last two years?

58%

39%
24% 24%
l . O

By phone Througha By going into Through an By mail
website a retailer online app
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How to prepare for \%\
societal shifts R

Did you have the ability to track the
progress of your claim(s) made in the last
two years through any of the following:

43%
32% 30%
23°/o
Websitewith  Calling for Getting email Throughan Getting Going to
a tracking updates updates app updates retailer for

number through the updates
mail
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How to prepare for \%\
societal shifts R

Have you ever reviewed, complained, or
praised a company you’ve done
business with on a social media

website?

Don" t recall
6%
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Summary v%\,

e Emphasize prominently because

» ESC purchase on the rise in key categories
« Addressing customer needs & price expectations

* Saves customers from costly repairs
» Relationship building opportunity

e Structure this way
» Price to the covered product
» Cover expected repairs

* Bring new customers into market with creative
coverage
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Summary V%\,

e Market per your perceived strengths
* OEM and Retailer offer different value

» Address ease and benefits for increased
registrations

e Prepare for trends

» Expectation for web-based solutions
(registration, claim initiation and tracking)

* Having social media covered
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Chain
Management
Conference

2015
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Warranty and Service
Contract Insights from
the Consumer
Perspective

Tara Piazza

EVP, After — after

Next Generation Analytics
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Methodology v%\,

e Online consumer survey conducted
annually since 2011.

e In February 2015, 604 consumers
interviewed.

e Past six month purchasers of new
products across many categories.
o **Denotes small sample size (<50)
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Do Consumer Insights Matter \%\
in Warranty? o

e Why does consumer opinion matter?
» How much to invest in warranty/ESC
o How to structure
* How to market
* How to prepare for societal shifts ij} i
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HOW MUCH TO INVEST
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How much to invest in \%\
warranty/ ESC .

Reported Penetration from POS and
MPOS Combined

100%
80%
60%
40%
20%
0%
2011 2012 2013 2014 2015
—Digital Camera —Power Sports** —Outdoor Power Equip**
~ Major Appliance —Tablet/Laptop —LawmMower**
= B e

Now I"dlike you to take a moment to think about Extended Warranties, atso sometimes called Extended Service
Contracts or Extended Service Ptans. Did you purchase an extended service contractfor yournew...?




