Market entry for a low-cost gym in Argentina

Buenos Aires, G-Lab 2018

« Local gyms in Argentina are highly fragmented
and dominated by individual “mom-and-pop”
owners

« Gym interest in Argentina is at an all-fime high
given rising health awareness, growing obesity
rates and an expanding middle-class

« SmartFit, the low-cost subsidiary of Brazilian gym
chain Bio Ritmo, is planning to enter Buenos Aires
INn Mid-2018. SmartFit is known for aggressive
growth and is anticipated to capture large
market share in Buenos Aires
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As there were no existing low-cost gym chains in
Argentina, Megatlon wanted to know about success
stories of low-cost gyms in other countries

Extensive market research into business models of
multiple low-cost gyms and benchmarking against
low-cost segments of other industries (e.g. airlines)
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e In-center services include
personal training, sales of
products and services

e For Life Time Fitness, In-center
revenue share grew from 28%
to 32% from 2009-2014

e CAGR for membership dues
7.5%, as compared to 12.03%
for in-center revenue

Il Membership dues [l In-center revenue* Enroliment fees [l Other revenue

Revenue of Life Time Fitness from 2009 to 2014

Method of predicting when a gym would reach
capacity, which would allow them to build an optimal
layout of the new Fiter gyms

Formal model to predict and compare the impact of
gym layouts (equipment, space breakdown efc.) on
waiting times and gym capacity
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Megatlon did not have a formal, structured process to
evaluate the different pricing structures they were
considering for Fiter

Dashboard where user can input prices, cost structure,
payment models etc. and then compare impact on
ROI, NPV and other key metrics analyzed

P&L

I Manual inputs
— Pricing
- Single access (no classes)
Multiple gym access (no classes)

Add-on: Class access

% members on single access

Payment Modes

% single access members paying manthly
% single access members paying lumpsum
% multiple access members paying monthly

The concept of a “low-cost gym” does not exist in
Argentina, hence Megatlon was looking for guidance
on approaching their launch marketing strategy

(1) Comparison of other gyms’ social media strategies
(2) Social media playbook that detailed short-,
medium- and long-term strategies for Fiter

We defined a unique sentiment for Fiter aligned with the
company'’s vision and service offerings:

@ Planet Fitness with Doug The Pug
nua 1 at 4! -

Massage, free pizza. We've got the best party recovery
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Net Cash Flows
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Key Financial Performance Indicators

EBITDA Positive in month

Pre-tax Net Income Positive in month
Average EBT Margin in year 5
Average Met Income Margin in year 5

ROl Positive in month
IRR {annual)
Met Present Value

{max in model: 120)

% multiple access members paying lumpsum
term of lumpsum payment (maonths)
discount on lumpsum payment (35)

Revenue / Customer Growth + Financial inputs
Time to pezk volume (in months)

nitizl number of members

Discount Rate

Tax Rate on profits

Inputs from Ops Model
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