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In the spirit of continuing a TRAUB tradition,
this year we revisited our previous New Davids
reports for our third annual study. When we
published our first report in 2015, we highlight-
ed the wave of digital-native businesses in the
consumer and retail space. We named these
businesses The New Davids and defined

them as businesses founded, launched and
nurtured online. Over the last few years they
have taken significant market share from their
incumbents, the retail Goliaths, by employing
grassroots strategies such as communicating
frequently and conversationally with consum-
ers and applying data-driven principles to their
online operations.

But in 2018 we saw brands which we had
previously categorized as Davids or Goliaths
beginning to work together and learn from
one another. It is no longer about old versus
young, big versus small, online versus offline.
Across the board, it's the brands that are seen
as authentic, as embracing and embodying a
set of values and communicating directly with
global consumers that are succeeding today.

While the David and Goliath titles imply that
there can only be one winner, we believe the
future will be determined by the best of both.
To compete in this new consumer landscape,
Goliaths have turned to both acquisitions and
homegrown innovation. On the M&A front, we
saw traditional retailers bring digital native
companies in house. For example, Macy’s
acquired Story and invested in B8ta, both

innovative retailers, and Walmart acquired
plus-sized brand Eloquii and online lingerie
marketplace Bare Necessities. In doing so,
they have merged the best of the infrastruc-
ture of the Goliath with the nimbleness and
digital fluency of the David. Companies like
Nordstrom, on the other hand, have adapted
internally, tapping into some of the New David
practices such as influencer partnerships.
Nordstrom recently launched their second ex-
clusive collection with influencer Something-
Navy, after the first brought in one million in
revenues within 24 hours. But the Davids too
are learning from Goliaths. Particularly as they
begin to recognize the value of using tradition-
al retail for customer acquisition.

In our third look at the Davids we have curated
a selection of over 350 brands across five

key categories: fashion, accessories, beauty,
wellness and home. The 350+ (up from 200+
in last year’s report) are at varying stages of
maturity and scale. As such, we can no longer
view the New Davids as a single cohort. Tak-
ing into consideration revenues, total funding,
store count and brand salience, we broke
down these Davids into four key cohorts:

Cohort o - The Stars: These are the pio-
neers of the group including Warby Parker,
Casper and Dollar Shave Club. These brands
have raised $100M+ in funding or sold to
major consumer players (looking at you DSC)
and are the “winners” in their respective
product category. They have successfully
launched into the stars and compete among
the Goliaths.

Cohort 9 - The Stratosphere: The brands in
this cohort have more than one retail store,
and have achieved brand awareness in both
urban and suburban market. This cohort
includes brands such as Glossier, Everlane
and Away.

Cohort e - The Clouds: These brands, such
as Hims, Thinx and Lola, have survived their
initial start up days and now have enough
marketing dollars to have some physical
retail presence and/or flood the subways with
catchy marketing.

Cohort ﬂ - The Launchpad: These are the
newcomers of the group who have either
launched within the past year or don't yet sell
in any physical space. This cohort includes
brands like Prose, Recess and Lane Eight, to
name a few.



THE NEW DAVIDS

THE TRAUB 350+

‘ ‘ As competition for attention online increases,
. so does the the cost of customer acquisition.

As the Davids and The Davids, whose modus operandi was their

Goliaths continue to belief that they could succeed online-only,

learn from each other now realize physical retail is an important
7

. piece of customer acquisition. A physical
the brands that will presence allows brands to provide experienc-

be successful in the es and connections a brand cannot achieve

. online. According to the 2018 ICSC survey,
future will be those emerging brands experience an average

that are able to find 45% increase in web traffic following a store
the balance between opening. In addition, physical retail leads to in-

. . creased brand perception and consideration.
the two phllosophles. Among emerging brands across all markets

51% of respondents were willing to consider
the brands; that number jumped to 69% when
brands had stores in specific markets

According to JLL Research, e-commerce
retailers plan to open 850 new stores in the
next five years. The New Davids in Cohort One
have not only opened one or two stores but
have made multi-city physical retail an integral
part of their strategies. Warby Parker is at 87
stores and counting, with stores in cities from
New York, New York to Birmingham, Alabama.
Casper announced this year that it plans to
open 200 stores over the next three years.

But it is not just those in Cohort One and have
reached a stage of maturity that are opening
stores. Brands from Cohorts Two and Three
have been quick to experiment with retail
concepts including long-term pop-ups and
permanent physical stores.

While New Davids are recognizing the power
of retail, many (especially those in Cohorts
Three and Four) do not have the financial
and human resources to open physical retail
on their own. A cottage industry of sorts has
popped up to accommodate this need - “retail
as a service”. Companies that offer retail as
a service provide solutions to emerging
brands looking to open their own store or
shared spaces to sell product that feels true
to their ethos.

There are two primary types of retail as a
service companies - those that work behind
the scenes to help brands create their own
stores and those that provide physical retail

space to New David brands within their own
store. Companies like Storefront and Appear
Here make it easy for brands to find and rent
pop-up spaces in various cities. Appear Here
has taken retail as a service a step further by
offering “Additions”, a selection of services
from payments to staffing to fit-outs aimed at
making it easier for brands to launch success-
ful pop-up shops. Companies like Neighbor-
hood Goods and Bulletin have reimagined

the department store, allowing brands to rent
sections of the store for a temporary amount
of time. The stores themselves are emerging
concepts and as such feel authentic to the
culture and spirit of the brands they house.

As the Davids and Goliaths continue to learn
from each other, the brands that will be suc-
cessful in the future will be those that are able
to find the balance between the two philos-
ophies. We already see this phenomenon

take hold as the original New Davids age into
more mature companies. Brands like Warby
Parker and Casper have broken through by
successfully marrying the quality product,
outstanding service and digital fluency of

a New David with the physical retail of the
Goliaths. The fleet of New Davids continues to
grow - we added nearly 150 brands to our list
this year alone - and the barriers to success
have grown with it. The New Davids market

is maturing with increased competition and
decreased whitespace. Brands must be able
to speak clearly and genuinely to their cus-
tomers, provide superior product and address
an otherwise untapped need both in the digital
space but also in the real world. It is no longer
enough to just be a New David, one must also
learn from the Goliaths.
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