DUTCH FLOWER CLUB

Freddie's Flowers Analysis: What Dutch Flower Club Should
Learn

After reviewing Freddie's Flowers' latest filed accounts, the most important takeaway is that
Freddie's has proven there is strong demand for flower subscriptions, but its operational model
appears significantly more complex and capital intensive than the model proposed for Dutch Flower
Club.

Key Freddie's Flowers Financial Observations
Metric Freddie's Flowers (FY2024)
Revenue ~£35.7m

Gross Profit ~ ~£14.8m

Gross Margin = ~41.6%

Operating Loss ~£0.66m

Net Loss ~£1.15m

Inventory Held ~£515k

Tangible Assets ~£948k

What This Tells Us

Freddie's has achieved impressive scale, but despite generating more than £35m in revenue, it still
reported a loss.

The reason is relatively straightforward:
Revenue growth alone does not guarantee profitability.
The business appears to carry substantial costs associated with:
e Inventory ownership
e Bouquet assembly operations
e Warehousing
e Packaging
e Logistics management
e Customer acquisition

e Staff overhead
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In other words:
Freddie's Flowers is partly a flower company and partly a logistics company.

That creates operational complexity and fixed costs.

The Biggest Lesson
Freddie's Owns Too Much of the Supply Chain
Freddie's appears to:

e Purchase flowers

e Hold stock

e Manage fulfilment

e Run operational infrastructure

e Manage customer acquisition
This creates:
Advantages

e Greater quality control

e Better customer experience

e Strong brand consistency
Disadvantages

e High working capital requirements

e Inventory risk

e Waste risk

e Larger staffing costs

e Lower operating leverage
Dutch Flower Club's proposed model is fundamentally different.
Under the Dutch Flower Club model:
Supplier manages:

e Sourcing

e |nventory
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e Bouquet creation
e Packaging
e Fulfilment
Dutch Flower Club manages:
e Brand
e Customer acquisition
e Subscriptions
e Retention
e Customer service

This aligns with the original strategy outlined in your proposal.

Gross Margin Comparison
Freddie's Flowers
Approximate Gross Margin:
41.6%
Dutch Flower Club
Planned Gross Margin:
52%
Based on:
e f£25selling price
e £12 supplier cost
e £13 gross profit per bouquet
As outlined in the business model.
Implication
Dutch Flower Club starts with approximately:
10+ percentage points higher gross margin
before any scale benefits.

This is potentially a major advantage.
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Customer Acquisition Lessons
Freddie's invested heavily in customer growth.
The challenge many subscription businesses face is:
Growth Trap
Spend heavily on:
e Meta Ads
e Discounts
¢ Promotions
e Influencers
Acquire customers quickly.
Then discover:
e Churn is higher than expected
e CACrises
e Margins disappear
Dutch Flower Club should avoid pursuing scale before proving retention.
Your own strategy correctly identifies retention as the primary driver of profitability.
Recommendation
Do not optimise for:
e Subscribers
e Revenue
Initially.
Optimise for:
e 6-month retention
e 12-month retention

e Referral rate
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The Pricing Opportunity

One of the most interesting observations from Freddie's Flowers is that they helped educate the
market.

Consumers already understand:

e Flower subscriptions

e Flexible delivery

e Recurring payments
Dutch Flower Club therefore does not need to compete on price.
Your plan already proposes testing pricing above £25.

| would strongly recommend testing:

e £29.99
e £34.99
very early.

If retention remains unchanged, profitability increases dramatically.

The Hidden Profit Driver: Gift Subscriptions
This may be where Dutch Flower Club can outperform Freddie's.
Gift subscriptions:

e Generate cash upfront

e Require no recurring billing risk

e Reduce customer acquisition costs

e Improve cash flow
This is already built into the Dutch Flower Club strategy.
A business with:

e  60% subscriptions

o 20% gift memberships

e 20% corporate accounts

could become materially more profitable than a pure subscription model.
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Corporate Accounts: The Most Undervalued Opportunity
Freddie's Flowers is primarily consumer-focused.
Dutch Flower Club should aggressively pursue:
o Estate agents
e Solicitors
e Accountants
e Medical practices
e Boutique hotels
as proposed in the GTM strategy.
Why?
A single office spending:
£150/month

can generate the same gross profit as multiple residential subscribers while requiring far less
marketing spend.

Strategic Conclusion

The accounts suggest Freddie's Flowers has successfully proven demand for flower subscriptions, but
has done so through a relatively operationally intensive model that still struggles to convert
significant revenue into meaningful profitability.

Dutch Flower Club has the opportunity to build a more attractive business because it starts with:

Better Economics

v Higher gross margin (52% vs ~42%)
v No inventory ownership

v No bouquet production costs

v No fulfilment infrastructure

v Lower working capital requirements
Better Positioning

v Dutch heritage

v/ Premium home lifestyle
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v Subscription-first

V' Less direct competition
Better Profit Levers

V' Gift subscriptions

v Corporate accounts

v Estate-agent partnerships
v/ Premium pricing

v Retention-focused growth

Conclusion

The biggest strategic lesson from Freddie's Flowers is that the winner in this market is unlikely to
be the company that sells the most bouquets; it will be the company that achieves the highest
lifetime value, strongest retention, and best capital efficiency.

Dutch Flower Club's proposed asset-light model is structurally better positioned to achieve that
outcome if customer acquisition costs remain disciplined and retention becomes the primary KPI
from day one.



