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Gilt Trip

In just two years, Gilt Groupe has grown into an e-commerce powerhouse

that is redefining the discount business and making luxury fashion

accessible to a whole new audience. By Kristen Henning

When it comes to luuny retail, Gilt Groupe has chanped
the game.

The company’s groundbreaking, invitation-only Web-
sites have become so popular that even celebrities such
as Gwyneth Paltrow are logging on to buy discounted
designer shoes, clothing and more. The proof is in the
numbers: Amid a rocky retail cimate, revenue hit the
$170 million mark last year and is expected to climb to
$500 million in 2010,

Founded in late 2007 by Alexandra Wikis Wilson and
Alexis Maybank, the e-wiler now boasts a membership
of more than 2 million people, who hit the sites to score
deals of up to A0 percent off retail. And while luxury
brands are notoriously wany of dealing with discounters
and liquidators, the success of
Gilt's unique private sale model
has helped convince more than
700 vendors to sign on.

As sales on its flapship site,
Gift.com, have continued tospike,
the company has branched out
with spin-offs, including Gitman.
com for men, Gitfuse.com for
younger consumers and Giltjp
for the Japanese market. It also
operates a travel site, Jetsetter.
com, offering discounts on luaury
hotels.

“The growth has been enormous,” said Git Groupe CED
Susan Lyne, who joined the Mew York-based company in
Sepremnber 2008 “There is not a piece of our business
that is not up three times over”

To kegp the momentum going, Lyne — 2 seasoned
executive who has helmed such companies as AEC En-
terainment and, most recenthy, Martha Stewart Living

Omnimedia — said Gilt is working hard to grow existing
catepories, 3s well as explore new ones. “We've pot a cou-
ple of projects we're cooking up that may surprise you,”
she said. Intemnational expansion also remains a focus,
as Gilt eyes opportunities in markets with an appetite for
high-end fashion goods.

Footwear News recently sat down with Lyne to talk
about Gilt's rapid rise amid a recession, the challenges
that come with prowing so quickly and the power of
word-of-mouth advertising,

Clockwise from top: Gilt Groupe CEQ Swsan Lyne; designer
an Gilt.com; shoes from a racant sale; and ikt
founders Alexis Maybank (left) and Alexandra Wilkis Wilson.

FN: During your career, you've worked for several
large, established companies including ABC and Mar-
tha Stewart Living. What drew you to afledgling startup
like Gilt Groupe?

SL: twas really [because of | a call out of the blue from
Nick Beim [an investor and board member], whom ['ve
known for a kong time. He said, “This is going to sound
crazy, but give me an hour because | want to tell you
about one of our portfolio companies that is on fire”

FN: Why did Gilt do so well last year when athers were
struggling?

5L: We were on a veny different trajectory. It's hand to
compare what this company was going through with
what [the rest of] retail was Facing. But we were just
as focused on what the long-term impact of this eco-
nomic downtumn would be on the vendor community
in general. We need a healthy, robust fashion busi-
ness in order to succeed as a company. We really do
look at the brands we carmy as partners. Where we've
been able to help [our partners] get through this pe-
riod, we've done that.

FN: How has Gilt differentiated itself from other
invitation-only sites?
SL: We [set out] to be a luxury and designer brand
site — a high-end vehicle to sell
goods. The other sites
out there are less
well-defined. There are
SOME New, Younger
ones that are carving
aut niches that are very
clearly defined and that
have done 3 pood job of
branding themselves, but
of the three largest private
sales sites, Gilt is the most
defined and also the one
that is most associated with
high-end brands.

FN: How has footwear performed in comparison
with apparel. jewelry and other categories?
SL: It's an incredibly hot category. Evenyone buys

shoes. Across the board, [footwear] does incredibly
well for us. We do not sell as many shoe brands as
we do ready-to-wear brands, so in terms of overall
volume, it's not as big, but the sell-through num-
bers are huge. Dur bigpest sale ever was our Chris-
tian Louboutin sale last April, which literally took our
site down. It was the first time weid sold Louboutin
shoes, and we had 250,000 people trying to add the
same thousand pairs of shoes totheir cart at once. It
froze the entire site.
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4 FN: As vendors continue to tighten up on their in-
ventory to weather the tough retail environment, has
it been more difficult to find merchandise ?

SL: We saw real tightness in inventory in the early
part of the fall, no question about that. If | had a do-
over, we would have moved even faster to make sure
we had a solid inventony pipeline as we looked out into
2010. [The scarcity of fashion inventory] made us be
3 bit more innovative in the kind of sales we did. [For
instance], some of the things we are doing on Giftman.
com — skis, folding bikes, artwork — we might not
hawve moved into as quickly had there been a glut of
ExCess ready-to-wear,

FN: Some companies are very careful about where
they allow their merchandise to be discounted. In the
early days, how did you convince brands to take a
chance on Gilt, and has it become easier now that the
site has proven so popular with shoppers?

SL: Alexandra and Alexis were the pioneers here. They
developed enough early relationships that by the time
| came in, we had probably 150 good brand partners.
We: now work with about 700 brands. That of-
ten takes time — it's not a first meeting, it's
not 2 secand meeting. [Prospective partners]
need to really understand how our site works.
Increasingly, brands are looking at Gilt not just
as a channel to sell excess inventony [but] also
as a marketing [vehicle]. [Our members are]
a great market for any brand to either raise
awWareness or pet people totry their brands. One
of the things that has been interesting for me to
watch anecdotally is that when people buy at
full price, they tend to be a little more conser-
vative about the brands they buy. People are
willing to experiment more when buying on Gilt.
We've introduced new brands to an enomous
number of people who otherwise would not
have tried them.

FN: Are designers and brands now approaching you?
SL: It poes bath ways. There are a lot of brands that
reach out tous, but we're also still out there all the time
rurturing relationships or trying to break new brands
that we know our customers want.

FN: Is there anything Gilt has ever bought that it
could not sell, even at a discount?

SL: There is always some product at the end of the
day that just doesn’t sell. One of the great decisions
made early on was to not identify Gilt as a discount site
and to make sure that what we offered did not feel like
leftovers, but [instead] like a coherent assortment of
product from a great brand. Evenything we do — from
the graphic design to the photography to the way we
present the assortment of looks — is all to make you
feed that this is the best [selection] of product you can
possibly pet from that brand.
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FN: What price point seems to work best?

SL: The sweet spotis probably between $100and $250.
Trat doesn't mean we don't sell a lot on the higher end
and a certain amount of lower-end goods. We did a [jew-
&lny] sake before Christmas and we were selling $20,000
pearl necklaces. There is no ceiling for our customers.

FN: Membership now tops 2 million. How did the brand
build such a massive customer base so quickly?

SL: A lot of it has been by word of mouth. One of the
smart things about the way the company is set upis rec-
ognizing that if you have happy customers, they're go-
ing to be your best marketing tool. By giving peaple the
ncentive to invite friends to join, we've actually turmed
our members into our marketers. There is a peometric
growth because one person invites 10 friends and they
invite 10 friends.

FN: Apartfrom the referral program, how else does the
company market itself?

SL: We do a lot of local events in cities across the coun-
ry. Alexandra and Alexis are on the road probaibly 2 week

A seloction of Sergio Rossi pumps on the maln Gilt sie.

out of every month to do events. It's a great way for them
to [connect with] our customer base, 5o they try to meet
with top customers in whatever city they po into, We've
seen that when we seed a new city with hundreds of ven)
engaged, excited new members, it has a ripple effect.

FN: The men’s market is notoriously challenging. How
is Gilt Man faring so far?

5Lz Gilt Man s doing incredibiy well. The conversion rmtes
and number of people who visit [the site] are very high.
They've tipled the [number of sales offered per day]
since they launched because there is nothing like it on
the Web. There are a lot of e-commerce sites for women,
but nothing for puys who have an eye for fashion.

FN: What new initiatives are on the agenda for 20107

SL: Last year was all about launching new catepories
and new stores, 50 'we are focused on building those,
We've ot Gift, Gitt Man and Gilt Fuse and [are looking

at] how we can double, tripke and quadruple those busi-
nesses. But we are always exploring new catepories and
concepts.

FN: You just launched in Japan. What are the chal-
lenges in expanding overseas, and what other coun-
tries are you looking to move into next?

SL: We're looking at international on & case-by-case
basis. We don't have a strategic plan that says we have
to open in ¥ amount of countries. Japan was a clear op-
portunity because there was no private sale comgany
there yet. It also has a very large uxury business and is
a brand-conscious and fashion-forward countny. Eveny
country adapts this private sale model to their culture,
social mores and tastes, and what we're trying to do i
be aware enough of the differences in Japan that we can
Create an experience that is unique to that courntny.

FN: What is the importance of e-commerce in retail,
and specifically, lwmry retail, ight now?

SL: Oearly, e-commerce has been benefiting from
what iz a shift in the whole retil environment. | don't
know how much of this is a generational shift
or how much of this is people becoming more
comfortable with buying onling, but there is no
fquestion that e-commerce is the growth engine
right now. And it's only going to continue. [The
Internet] has made it easier to do comparison
shopping, which is great for e-commerce com-
panies because 50 many more people are able
to explore a brand, particulary a luxury brand.
There is a convenience and an openness to an
e-commerce expenence that is a huge benefit to
any heeury brand.

FN: What was your greatest lesson leamed in
20097

SL: Ileamed a ot of lessons the hard way about
how important it is to think in advance about

what you're going 1o need to scale. As | said, we had a
meftdown in our Web platform. [This] drove a sizeable
investment in rebuilding our platform, so that it could
handle significanty mare traffic and transactions. An
£asy mistake is to focus just on the things that are going
to be seen by customers, when in fact, the infrastructure
and a lot of the back end iswhat's going to make custom-
ers either happy orunhappy in the long run.

FN: Where do you se the company in 10 years?

SL: One of the big draws for us all was the idea that we
could create a company that would be looked at as a
defining company 10 years from now, 3 company that
broke new ground and became one of those gants. We're
always looking 3t making sure the quality and innovation
of what we do stays paramount. If 10 years from now we
can be mentioned in the same breath as an Amazon or 3
Iappos, as a company that really created something new
in e-commerce, we will be very happy.
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