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Summary of Findings 
 Ulta Beauty Inc. (ULTA) is expected to be able to defend itself from 

online and direct-to-consumer (DTC) competition, though it will face 
many challenges along the way, continuing the positive read from 
Blueshift Research’s Feb. 27, 2019, report. 

 Ulta was hailed for its speed in adapting to trends, its successful 
online platform, its mutually beneficial partnerships with brands, 
and its improvement in developing exclusive deals with brands. 

 Ulta’s in-store experience and loyalty program give it an 
unmatchable advantage. Customers still enjoy touching and feeling 
makeup, trying it before buying it. The quality and quantity of mass 
and prestige options make it the only place customers need to 
visit, and exclusives and weekly new releases keep them coming 
back. Ulta is improving use of analytics to serve loyalty customers 
with a very targeted approach. Ulta’s website is a popular 
destination and further defense against competition.  

 Four of the six brand sources said their products sell well in Ulta 
stores and Ulta.com. One source said their sales at Ulta exceed the 
industry. Another source experienced a 10% year-to-year increase 
at Ulta in 2019—with up to 10% of their sales on Ulta.com—and 
expects the same in 2020. Yet another said a sizable part of their 
sales occur on Ulta.com. One DTC company does not have 
products in any stores, but is looking for a retail partner. All three 
store sources said holiday sales were better than expected. 

 There is, however, some room for improvement. Stores need more 
and better staff and advisors, and Ulta needs to recruit more 
independent brands and continue growth of exclusives. It also 
needs to improve its partnerships with influencers, working more 
directly with them to promote Ulta. 

 Sephora (owned by LVMH Moët Hennessy Louis Vuitton SE 
[LVMUY]) and Amazon.com Inc. (AMZN) are real threats. Sephora 
has higher-end products, more upscale stores, more exclusives, 
and is a leader in product launches and growing brands. Amazon is 
ramping up its cosmetics effort, pursuing proprietary brands, and 
seeing sales growth. But Amazon is rigid and arrogant and has to 
fight against counterfeits, especially in the prestige category. And 
Sephora’s stores are cramped and not as balanced as Ulta.  

 The natural look will continue to be popular, as will skincare, 
sustainability (including packaging), customization, transparency in 
ingredients, and product innovation. 

Research Question: 

Can Ulta defend itself against e-commerce and direct-to-consumer competition? 

Silo Summaries 
1) Beauty Products Manufacturers 
Ulta’s loyalty program sets it apart from all others. Ulta 
drives customers to its stores with a vast array of 
products in both prestige and mass cosmetics, allowing 
for the ultimate in comparison shopping. Discounts and 
specials also increase traffic. Amazon is ramping up its 
cosmetics effort, pursuing proprietary brands, and one 
source said her sales are growing significantly on the 
site. 
 
2) Ulta Stores 
All three sources said holiday sales were better than 
expected. Ulta’s store experience is appealing for many 
reasons: the ability for shoppers to feel/touch the 
products, the weekly new releases, the wide assortment 
of products, and the customer service. Low prices and 
the loyalty program are two important attractions as 
well. One source highlighted a store-to-door option for 
customers to order in the store and have products 
delivered free to their homes as a way to combat the 
rise of Amazon. While Amazon is the main threat, there 
are concerns for customers over the rise in fake or 
counterfeit products, leading them to the safety of 
Ulta’s website or those of cosmetics companies. 
Amazon’s low prices and fast delivery are attractive to 
customers.  
 
3) Industry Specialists 
Ulta’s best defense against growing competition is its 
stores, which serve as a destination with unique 
offerings others cannot replicate. Ulta is also a sought-
after partner for brands. The wide variety of product 
Ulta offers is attractive to customers and influencers 
find it a great one-stop-shop to find products they can 
showcase to their followers. One analytics executive 
source said searches involving Ulta and beauty brands 
climbed nearly 25% in 2019, which could bode well for 
sales in 2020. The influencer said Sephora works more 
closely with influencers, paying them directly and 
offering better promotions to promote, while Ulta pays 
influencers through an intermediary. Ulta would benefit 
more from the strength of influencers if it embraced 
this group more. But Ulta has a much better store 
experience than Sephora. Amazon is a real threat, but 
Ulta’s strengths, including aligning itself with popular 
brands like Morphe, will help it keep competition at bay.  
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Ulta Beauty Inc. 

Background 
Ulta’s Q3 beat earnings by $0.10 but missed revenue expectations by $10 million, despite growing by 7.9%. Ulta’s comp 
sales showed a 3.2% gain compared to consensus of a 3.1% jump. Transactions were up 2.3% in the quarter and average 
ticket was up 0.9% year to year. Gross margin beat expectations, as well, on the back of marketing and merchandising 
strategies. Cosmetics accounted for 51% of sales, skincare was 21%, haircare was 18%, and services was 6%. The company 
said e-commerce growth at Ulta.com was on the low end of the expected range of 20% to 30% growth. 

Despite the current down cycle in makeup, Ulta is confident the category will return to growth, as customers remain 
passionate about makeup and enjoy expressing themselves with multiple looks. Ulta is emphasizing areas like skincare that 
are seeing growth in both prestige and mass segments, adding more than 30 new skincare brands and expanding its full 
array of in-store skincare services to 100 new locations, with corresponding marketing support. New products accounted for 
25% of total comp, mostly from new brands in skincare and haircare, along with fragrance and accessories. 

Ulta’s optimism also comes from awareness of its brand and its customers’ loyalty. Its aided brand awareness stood at 92% 
and unaided brand awareness was 57%, up two points from a year ago. Its loyalty program, from which comes more than 95% 
of its total revenue, boasted 33.9 million members at the end of its Q3, up 11% year to year with average spending per 
member climbing. It also ranked No. 1 on Engagement Labs’ list of social influence among top beauty/personal care brands 
in the United States, leading all brands “in terms of off-line consumer conversations” while also showing well with online 
conversations and on social media. 

Ulta continues to push its exclusive products, including Kylie Cosmetics (now majority-owned by Coty Inc./COTY), fragrances 
from Ariana Grande and Jennifer Lopez, a new haircare brand from Tracee Ellis Ross, mass cosmetics from Morphe and 
ColourPop, and a capsule collection with digitally native Thrive Causemetics, which Ulta is bringing into its stores as the 
exclusive retail partner. 

As part of its digital effort, Ulta refreshed its app to make it more personalized, focused on the loyalty program, and with 
augmented reality so customers can virtually try on products, which it is also rolling out for Ulta.com. It launched a payment 
function on its website allowing consumers to receive their makeup immediately and pay for it in four installments. Ulta also 
now allows for online purchases to be picked up in stores and has expanded its mobile point-of-sale pilot to reduce in-store 
checkout wait times. 

Ulta faces competition from all angles. Amazon, of course, poses a major threat to Ulta with its direct-to-consumer offerings, 
competing for product exclusives, including a cosmetics line from Lady Gaga last summer and a skincare line from Veil 
Cosmetics launched January 17. There are also countless articles about trending or viral beauty products that are must-haves 
right now, like this one or this one, showing Amazon as a destination for beauty product purchases. Sally Beauty Holdings Inc. 
(SBH) hired former Ulta and Walmart Inc. (WMT) executives to ramp up its digital offering. E-commerce beauty retailer 
Feelunique is relaunching online beauty classes to boost engagement. Louis Vuitton’s Sephora is going after Ulta with plans 
for 100 stores in second-tier markets. Even Macy’s Inc. (M) is opening a new test store focused on beauty products. And there 
are many beauty products that are going direct-to-consumer, selling on their own websites and generating buzz through social 
media while bypassing stores or competing directly with them. 

 Ulta Sales Competition Ulta’s Ability to Hold off 
Competition 

Beauty Products Manufacturers 
   

Ulta Stores 
   

Industry Specialists 
   

https://wwd.com/business-news/marketing-promotion/totalsocial-report-ulta-1203351983/
https://www.ulta.com/brand/kylie-cosmetics
https://www.ulta.com/brand/morphe
https://colourpop.com/
https://www.ulta.com/brand/thrive-causemetics
https://qz.com/quartzy/1665180/lady-gaga-cosmetics-line-launches-in-time-for-amazon-prime-day/
https://www.glossy.co/beauty/veil-cosmetics-debuts-inclusive-makeup-campaign-on-amazon
https://www.glossy.co/beauty/veil-cosmetics-debuts-inclusive-makeup-campaign-on-amazon
https://www.popsugar.com/beauty/best-beauty-products-amazon-2020-45637467?stream_view=1#photo-45637549
https://www.bustle.com/p/the-17-best-clean-beauty-products-on-amazon-19768910
https://wwd.com/beauty-industry-news/beauty-features/sally-beauty-hires-former-ulta-walmart-execs-to-ramp-up-digital-1203445429/
https://wwd.com/beauty-industry-news/beauty-features/sally-beauty-hires-former-ulta-walmart-execs-to-ramp-up-digital-1203445429/
https://www.glossy.co/beauty/feelunique-relaunches-online-beauty-classes-to-boost-engagement-and-seo
https://www.glossy.co/beauty/sephora-goes-after-ulta-with-plan-for-100-stores-in-second-tier-markets
https://www.pymnts.com/news/retail/2020/macys-to-open-new-store-format-with-beauty-focus/
https://www.cnbc.com/2020/02/04/how-beauty-mogul-huda-kattan-is-tapping-into-the-6-billion-skincare-space.html
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Blueshift’s Feb. 27, 2019, report said Ulta was well positioned to keep Amazon at bay for 2019, continuing the trend seen in 
Blueshift’s May 30, 2018, and Feb. 27, 2018, reports. The report said Ulta would continue to draw customers and grow sales 
because of its speed to market with new products from innovative brands and trendy influencers, its popular rewards 
program, its in-store experience that makes it a beauty destination, and its unique ability to be a one-stop shop for prestige, 
mass, and salon. Although Amazon is growing materially with its beauty sales, its success lies in product replenishment, since 
it has not yet figured out how to push new non-exclusive items out with the same success as Ulta. Still, Amazon was noted as 
the first choice over brick-and-mortar retailers among manufacturers replenishing their most popular items. Ulta is luring 
customers to its own website with exclusives, points, coupons, and online-only products. Ulta has room to grow its website 
beyond the current 10% of company revenue, but it must improve its online presence if it is to keep customers from buying 
from manufacturer sites—or even directly from influencers. 

Current Research 
Blueshift Research assessed whether Ulta can defend itself against e-commerce and direct-to-consumer competition. We 
employed our pattern mining approach to establish four independent silos, comprising 12 primary sources (including three 
repeat sources) and five secondary sources focused on Ulta’s commitment to skincare, natural ingredients, exclusives, and 
new store openings. Interviews were conducted February 5–17. 

1) Beauty products manufacturers (6) 
2) Ulta stores (3) 
3) Industry specialists (3) 
4) Secondary sources (5) 

Next Steps 
Blueshift’s next report on Ulta will focus on sales trends for brands, looking for indications of changes up or down and the 
factors leading to these changes. We will continue to track how Ulta is defending itself from online and DTC challenges and 
whether it is making progress in developing exclusives, embracing more innovation and independent brands, and working 
more closely with influencers. We will assess growth of sales through Ulta.com and the effect that has on stores and brands. 
And we will continue to monitor Sephora and Amazon and the competition for customers. 

Silos 
1) Beauty Products Manufacturers 
Ulta is expected to be able to defend itself from online and direct-to-consumer competition, though it will face many 
challenges along the way. Ulta’s loyalty program sets it apart from all others and it is getting better at using analytics to serve 
these customers with a very targeted approach. It drives customers to its stores with a vast array of products in both prestige 
and mass cosmetics, allowing for the ultimate in comparison shopping. Discounts and specials also increase traffic. Four of 
the six sources said their products are selling well at Ulta, including one who experienced a 10% year-to-year increase in 2019 
and expects more of the same in 2020, while up to 10% of their sales happen on Ulta.com, a leading number across the 
industry. Another source said their sales at Ulta exceed the industry. Another source said a sizable portion of their sales at 
Ulta happen through Ulta’s website. One direct-to-consumer company does not have its products in Ulta or any stores, but is 
looking for a retail partner, saying this is where the customers are. Ulta was hailed for its speed in adapting to trends, its 
successful online platform, its mutually beneficial partnerships with brands, and its improvement in developing exclusive 
deals with brands. Ulta, however, has room to improve its in-store experience. It needs more and better staff and advisors. It 
needs to recruit more independent brands and continue growth of exclusives to give customers more of a reason to choose 
Ulta stores over the many other options. Ulta’s chief rivals, Sephora and Amazon, are real threats. Sephora has more upscale 
stores, more exclusives, is a leader in product launches in stores and online, and is better at growing brands. Amazon is 
ramping up its cosmetics effort, pursuing proprietary brands, and one source said her sales are growing significantly on the 
site. But Amazon is also seen as rigid and arrogant and has to fight against counterfeits, especially in the prestige category, 
whereas Ulta is more balanced in its approach and offerings to customers. Sources expect the makeup industry to grow 
slightly from a year ago. They also report the natural look will continue to be popular, as will skincare, sustainability (including 
packaging), customization, transparency in ingredients, and product innovation. 

http://blueshiftideas.com/reports/021907UltaIsWellPositionedtoContinueFendingOffAmazon.pdf
http://blueshiftideas.com/reports/051807UltaNotHurtbyResellingAllegationsSalesStillClimbing.pdf
http://blueshiftideas.com/reports/021809UltaNotYetThreatenedbyOnlineSalesorShiftingBeautyTrends.pdf
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Key Silo Findings 
Ulta Business 

- 4 said their brands are performing well at Ulta. 
o 1 said their sales at Ulta exceed the industry. 
o 1 said sales at Ulta were up 10% year to year in 2019 and they expect the same increase in 2020. 

 7% to 10% of their sales at Ulta are on Ulta.com, which is higher than most in the industry. 
o 1 said sales at Ulta are elevated. 
o 1 said sales at Ulta are meeting expectations. 

 Their sales on Ulta.com are sizable. 
- 1 is a direct-to-consumer company only but is looking for a retail partner, since this is where the customers are—

though they want to control the relationship with the customer and have the retailer share data. 
- Ulta moves faster than others in identifying and following trends. 
- Ulta’s e-commerce business is very strong. 
- Ulta has a wider assortment than Sephora. 
- Sephora has stronger service than Ulta, with more pampering. 
- Ulta has an opportunity to take advantage of growth in the lash category. 

Ulta Defense 
- 3 said Ulta’s loyalty program sets it apart from all others. 

o 1 said Ulta is getting better at using analytics to serve its rewards customers with a very targeted approach 
that does not overpromote. 

o Ulta offers ease of purchase, ease of transactions, and ease of replenishment. 
- The number of brands Ulta carries in store also helps separate it from Sephora and others.  

o This creates a reason for customers to go to stores and allows for comparison of products in stores. 
- Ulta offers more discounts and specials than others.  
- Ulta is accommodating to brands, smart, and tests new ideas in stores. 
- Ulta’s e-commerce can compete with others online. 
- 1 said Ulta is holding its own against DTC. 
- 1 said Ulta is winning more exclusives. 

o Ulta develops smart partnerships that are beneficial for both parties. 
- 1 said Ulta is getting better with exclusives. 
- 3 said Ulta has room to improve its store experience. 

o It needs more staff and advisors in stores. 
o It needs more independent brands. 

- 1 said Ulta follows, does not lead. 
Competition 

- 2 said Sephora has more exclusives than Ulta. 
o Sephora is better at growing brands than Ulta. 
o Sephora has more strategic online launches than Ulta. 

- Sephora has a younger customer, so its online business is stronger than Ulta. 
- Ulta has a more compelling experience than Sephora. 
- Amazon is a force, but is also rigid and arrogant. 

o 1 said their sales are growing dramatically on Amazon. 
o 1 said the threat from Amazon is intensifying. 
o Amazon is pursuing proprietary brands. 
o 1 said Amazon and Ulta attract different customers 
o Ulta is more balanced than Amazon. 
o 3 said Amazon has not figured out prestige, as the threat of fakes is a major concern. 

- Ulta has to drive traffic to its site; Amazon already has traffic. 
Category Trends 

- 3 of 6 said the natural look will continue to be popular in 2020. 
o Skincare, sustainability (including packaging), customization, and innovation are all going to be important 

this year. 
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o Transparency in ingredients, honesty in marketing, and no retouching are also increasingly important to 
customers. 

- There is a general sense 2020 will see a slight improvement in the overall category over 2019, which saw a drop 
because the market was saturated with too many redundant products. 

o 2 expect prestige to be flat or slow in 2020. 
o 1 said prestige will outperform mass. 
o 1 said mass will see a sales increase in 2020. 
o 1 expects cosmetics to slow. 
o 1 said mass will shift online. 
o 1 said color is coming back. 

- 1 said brands are taking an online-first approach. 
- 1 said high customer acquisition costs are driving direct-to-consumer brands to stores. 

o They see rent as the cost of acquiring a customer. 
- 1 said technology is helping e-commerce advance, with the possibilities of virtual try-ons and color matching. 
- 1 said retailers are focusing on experiential moments to draw consumers to stores. 

1) Executive with large makeup brand 

Ulta moves quickly from legacy brands toward buzzy and exclusive brands that appeal to Gen Z customers and this allows 
Ulta to win in the marketplace. This brand’s sales at Ulta exceeded the industry rate. While Amazon continues to be a 
force in the beauty industry, Ulta is winning the battle for meaningful exclusives through partnerships and working to find 
mutual benefits with its vendors. There will be a considerable shift from brick-and-mortar to e-commerce as more 
universal products become widespread and color matching becomes easier online. The leading trend in 2019 was the 
natural look and trends should be similar in 2020, allowing color cosmetics to at least flatten out. The key to making e-
commerce and brick-and-mortar work well together will be to find ways to merge the physical and the digital seamlessly. 

Ulta Business 
 “I am seeing [our sales at] Ulta exceed the industry. They are quicker to 

move on from legacy makeup brands in favor of buzzy exclusive or Gen Z-
preferred brands. I believe this is allowing them to win in the 
marketplace.”  

Ulta Defense 
 Did not discuss. 
Competition 
 “I believe Ulta is winning the battle for meaningful exclusives. They are 

smart about their partnerships and work to find the mutual benefit for 
them and their vendors. I think Amazon’s arrogance might be their downfall 
in this area.” 

 “[Regarding our products], both e-commerce and brick-and-mortar have 
benefits. It’s great to be able to explain product benefits, read reviews, 
shop at 2 a.m. and have a huge selection online, but it’s also nice to see 
true colors, touch and feel products, and take something home 
immediately from a store.”  

 “The key is ensuring these two platforms work together seamlessly. How do 
I research online and then get reminded and directed to that product the next day while doing my shopping? We 
have only begun to see the possibilities of merging the digital and physical.” 

 “I do believe Amazon continues to be a force. However, they have a very rigid model.”  
Category Trends 
 “As more universal products become more widespread, e-commerce will definitely benefit as color matching 

becomes easier. Also, with improved online product try-on, I expect to see considerable shift from brick-and-mortar to 
e-commerce.” 

 “The natural look focused on great skin continued to be front and center in 2019. The entrance of the VSCO girl on 
the scene only intensified this direction. The reality is you need makeup and skin products to create this natural look. 

I am seeing [our sales at] Ulta 
exceed the industry. They are 
quicker to move on from legacy 
makeup brands in favor of 
buzzy exclusive or Gen Z-
preferred brands. I believe this 
is allowing them to win in the 
marketplace. … I believe Ulta is 
winning the battle for 
meaningful exclusives. 

Executive with large makeup brand 

https://www.vox.com/the-goods/2019/9/24/20881656/vsco-girl-meme-what-is-a-vsco-girl
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Products used to create a full-face Instagram look slowed, while glosses, tinted moisturizer, primers, brow products, 
and, of course, skincare saw large growth.”  

 “I expect similar trends in 2020 but I am hopeful innovation will be more in line with the recent trends, allowing color 
cosmetics to at least flatten out.” 

2) CEO of a fast-growing natural and sustainable beauty brand 

Ulta can defend itself through its already very successful e-commerce segment, but its best defense would be to make 
improvements to the in-store customer experience. The store experience of allowing customers to sample testers and 
talk to advisors is Ulta’s advantage over e-commerce and also benefits beauty brands. More staffing and cleaner and 
well-stocked shelves would create an even better customer experience. Ulta already benefits from a strong loyalty 
program that drives more transactions. The Amazon experience is different, with customers focusing on mostly one 
product, compared with Ulta, where sales are more balanced between products. He describes his brand’s growth on 
Amazon as dramatic. Sales at Ulta have been meeting expectations. The direct-to-consumer experience is also very 
different because there is only one brand or product for the consumer. The new trends that will drive the industry are 
sustainability, particularly in packaging, customization—which is easier to implement online, and a more natural look in 
makeup that will help that category rebound. Historically, the beauty industry has been growing 4% to 5% per year on 
average for the last 20 years. He expects similar growth in 2020. 

Ulta Business 
 “Ulta’s e-commerce is a sizable part of our business with them. It’s not the majority of our sales with them but it’s a 

big part of it. Ulta’s e-commerce is very strong.” 
 “It’s too early for us to say if our business with Ulta is growing because we 

started less than a year ago, so we don’t have any comparative data. It’s 
normal that a new brand will grow, with people trying the brand and then 
purchasing it again.” 

 “We are definitely meeting our expectations [at Ulta]. We also launched at 
Target [Corp./TGT] at the same time and that required a much bigger 
investment to build our business there.” 

 “Ulta has a big loyalty program and a very big customer base. People 
discover new products through sampling on their website and that drives 
more transactions.” 

 “At the Ulta stores, it is not easy to discover new products because they 
have so many brands. They have about 500 brands per store, with about 
20,000 SKUs per store. Sometimes it’s easier to discover things online.” 

Ulta Defense 
 “I think Ulta can compete with e-commerce through their own e-commerce. 

However, they have some room to improve in the consumer experience at their stores.” 
 “One way for Ulta to stay relevant and competitive is to accept a lot of indie brands, more than before.” 
 “Ulta is great at making your brand available and visible to a lot of people. In addition, because of the testers, a lot of 

people can try your products. That would be much more difficult to do on your own or online.” 
 “The advantage of Ulta stores—and this applies to other stores in general—is that people can see the product, talk to 

advisors for recommendations, and learn more about the product. Customers can compare products physically.” 
 “At the end of the day, it comes down to the consumer experience. It is what you need to be really good at as a 

retailer. Ulta and others could do a better job at it.” 
 “For example, despite all the many different brands and SKUs, there is only a handful of staff. Shoppers end up on 

their own. Even for the staff, it’s impossible to know every product.” 
 “Clean and full shelves are important for the consumer. The feel and look of their products is the retailer’s 

competitive advantage. That’s what they, Ulta and others, need to build on.” 
 “Ulta tends to not be at the forefront in terms of trends. They tend to follow rather than lead.” 
 “Ulta’s e-commerce is already very successful. Their competitive advantage in e-commerce is that they carry many 

different brands. It’s a big advantage compared to a brand that sells only its own products on their website.” 
 “Ulta’s other advantage is a strong loyalty program. That’s an advantage that drives consumers to shop there.” 

Ulta’s e-commerce is a sizable 
part of our business with them. 
It’s not the majority of our sales 
with them but it’s a big part of 
it. Ulta’s e-commerce is very 
strong. … We are definitely 
meeting our expectations [at 
Ulta]. 

CEO of a fast-growing natural and 
sustainable beauty brand 
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Competition 
 “Our products were on Amazon before they were at Ulta. Amazon has been growing dramatically for us in the last two 

years. We can’t compare it to Ulta because we just started at Ulta.” 
 “Clearly, it’s not the same consumer, but I don’t see sales at one impacting the other. At Amazon we sell mostly one 

product—the one that had the most press coverage—and that’s out of about 12 products. Ulta is more balanced. Our 
best-selling product sells three times more than the product that sells the least. At Amazon, our top product sells 
nine times more than the one that sells the least.” 

 “The advantage at Ulta is that when people see our other products on the 
shelves, they try them. There’s much more balance.” 

Category Trends 
 “Beauty is an industry that tends to always be growing. People like to say 

that, even in a financial crisis, women still find the money to buy lipstick. 
The industry is not dependent on financial cycles. Still, there are categories 
that do better than others. Overall, the industry as a whole has been 
growing about 4% to 5% a year on average for the last 20 years.” 

 “Makeup didn’t do well this past year in the industry because it was over-
saturated and there were changes in consumer tastes. Also, the previous 
years, it grew massively.” 

 “Beauty stores and department stores took a big hit in makeup in the last 
few months. The segment got saturated with a lot of new brands and 
products.” 

 “At the same time, skincare has grown a lot because of innovations. Body 
care is also growing a lot. And so is haircare. [A rate of] 6% to 7% is 
considered strong growth in our industry.” 

 “For 2020, I expect there will be similar growth, with some recovery in 
makeup as the correction sets in. Some makeup brands might disappear 
because so many new brands were created.” 

 “The major beauty trends we can expect are sustainability, customization 
(personalization solutions are becoming easier), and, in makeup, a return 
to a natural, no-makeup look that is easier and faster to apply.” 

 “There is strong pressure from the consumer for brands to become sustainable. Retailers are becoming interested in 
things like cleaner packaging. Sustainability goes beyond clean and natural ingredients, or plant-based ingredients, 
with no animal testing. Sustainability is now in packaging with PCR [post-consumer resin] packaging tubes made out 
of bioresin.”  

 “The beauty industry is under pressure from consumers to adopt these. Retailers are more and more interested, 
whether it’s in refillables or packaging.” 

 “There are many different angles to sustainability. We’ve gone beyond that because our factories are solar powered 
and so is our warehouse.” 

 “Because of the consumer demand, brands are trying to find ways to minimize their carbon footprint. Packaging 
manufacturers prefer to use virgin plastic because it’s cheaper to produce than from recycled plastic. Recycled costs 
more and you have to buy larger quantities because of imposed minimums. This has made it very difficult for small 
brands. It’s important for the larger brands like L’Oréal [Co./EPA:OR] to show that they can work—and then smaller 
brands will not be forced to buy quantities too large for their size.” 

 “Specialty retail will have to embrace the more natural makeup look because it is the consumer’s wish after years of 
overdoing it. The look is a natural look, faster to apply, and there is more subtlety.” 

 “Personalization happens through a skincare questionnaire, resulting in a specific and personal formula. Online 
ordering is best suited for this.” 

 “For sustainability there is no difference between online or in stores. Refillables are easier to purchase online. Stores 
rarely carry the product as well as the refills. There is, however, no reason they couldn’t go further with it.” 

It’s not the same consumer, 
but I don’t see sales at one 
impacting the other. At Amazon 
we sell mostly one product—the 
one that had the most press 
coverage—and that’s out of 
about 12 products. Ulta is more 
balanced. Our best-selling 
product sells three times more 
than the product that sells the 
least. At Amazon, our top 
product sells nine times more 
than the one that sells the 
least. 

CEO of a fast-growing natural and 
sustainable beauty brand 
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3) Executive with luxury haircare products 

Ulta is in a good position to defend itself because of frequent discounting and special buys, loyalty points for customers, 
and new doors being opened in underserved and more regional areas. This will help defend against direct-to-consumer 
channels. Ulta is also boosting its online business by offering digital-only gifts with purchases (GWPs). Amazon is 
becoming less of a threat in major cities, particularly because of the awareness of counterfeit products. Sephora is 
winning the battle for exclusives with the help of partnerships with brands and enhanced product launches. The beauty 
sector is seeing a strong trend toward online sales, with retailers coaching brands to focus more on digital marketing. 
This brand is seeing strong growth at Ulta because it is still new there. The company is also focusing on digital for its 
growth, even as brick-and-mortar remains a necessity for customers who want to touch and try a product before buying. 
Trends driving the beauty industry are toward the natural look, transparency in ingredients, and sustainability, including 
sustainable practices in packaging and sourcing. There is also a demand from customers for honesty in advertising and 
to see more diversity in people being represented in the ads. 

Ulta Business 
 “Our brand is still new in Ulta, so sales are still elevated.” 
Ulta Defense 
 “Ulta is offering discounting and special buys more frequently than other retailers. They are capturing the customer 

by also offering strong loyalty points once they’re in the system. The special buys and discounts are often on top 
sellers at brands, which opens the customer up to trying out new brands they may not have otherwise. It’s a strong 
tactic that seems to be working in their favor.”  

 “Ulta has also continued to open doors in under-serviced rural areas and 
[is bringing] luxe products to customers that may not otherwise have the 
chance to try them.”  

 “I feel as though, because of their discounting and loyalty practices and 
regional service, they won’t feel hit as strongly by direct-to-consumer 
channels. That said, I believe they’ll continue to bolster their .com 
practices.” 

Competition 
 “I believe the threat of Amazon is starting to taper out in major cities as the 

awareness is growing about counterfeit products. I expect people in rural 
areas will continue to look at Amazon for wider options, as usage gains in 
those areas and delivery services move at a faster pace.” 

 “Sephora continues to win in the ‘exclusives’ area due to their in-the-
kitchen partnership with brands and enhanced launch practices. To 
contend with the spread of Ulta they are offering more strategic online launch practices and in-store merchandising.” 

 “Digital has a stronger growth trajectory for us at this time because of the breadth of media we’re able to present, 
such as before and after images, videos, copy, and consistent educational messaging. We will still rely on brick-and-
mortar for customers who need to touch and try the products before buying.”  

 “There will continue to be a slower growth pace in [brick-and-mortar] until they have stronger digital capabilities 
brought into stores, like interactive displays, direct connections to retailer apps, magic mirrors, etc. I am intrigued by 
the concept of digital beauty advisors as an opportunity for consultations.” 

Category Trends 
 “There’s been continued interest in going natural. Customers are looking for transparency in ingredient usage and 

sustainability practices. Using ‘key ingredients’ isn’t enough anymore—they want proof. There has also been a pick 
up in the desire for sustainable practices in both packaging and ingredients sourcing/usage.”  

 “Additionally, customers want honesty in advertisements and are quick to call out retouching.”  
 “Lastly, customers are no longer satisfied seeing only outdated ideals of beauty. They want to see diversity, 

particularly seeing their own face in ads.”  
 “The beauty sector continues a stronger trend towards online purchasing vs. brick-and-mortar. Most of the retailers, 

and brands, are now taking an online-first approach with the [brick-and-mortar] being an added value.”  
 “Coming up in 2020, I expect these practices to grow further. You’ll see stronger call outs of ‘Clean Beauty’ and you’ll 

see retailers like Credo start to gain more traction. I believe you’ll start to see more clinical testing/proof of naturally 

I feel as though, because of 
their discounting and loyalty 
practices and regional service, 
they won’t feel hit as strongly 
by direct-to-consumer 
channels. That said, I believe 
they’ll continue to bolster their 
.com practices. 

Executive with luxury haircare products 

https://credobeauty.com/
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based products. I also expect immersive experiences—Instagrammable moments—to gain more traction, such as 
Sephoria. I suspect these events will be repeated on small scales in key cities with high-growth brands.” 

 “Retailers are coaching brands to focus efforts on their digital marketing and requests are more frequently being 
centered around retargeting social posts.” 

 “There is a stronger focus on optimizing product pages to be more informative and to support organic searches. In 
order to enhance the 360-degree experience for customers, retailers are focused on creating more experiential 
moments in store. This includes small events or specialized services like makeup applications or hair styling.”  

 “Ulta, in particular, is attempting to drive folks into stores with door busters and special buys, but online is also 
catching up by offering digital only GWPs.” 

4) Chief marketing officer of an oral care company 

Ulta can defend itself against e-commerce and direct-to-consumer competition. Its rewards program helps it compete in 
online shopping and gives consumers a reason to choose it over Amazon. And Ulta offers ease of purchase, ease of 
transaction history, and ease of replenishment, just like Amazon. Amazon also does not offer the services that Ulta does. 
As for direct to consumer, Ulta is working on developing its own, as evidenced by its deal with Kylie Jenner. DTC brands 
can gain more heft by selling at Ulta. Ulta has an advantage over Sephora in that it offers products and services that 
Sephora does not and makes the non-fashionista feel comfortable. 

Ulta Business 
 “Ulta sales were a little sluggish last year. With Sephora opening 100 stores, that might challenge them a bit. It’s 

hard to continue the growth Ulta has been posting.” 
 “But Ulta has a wider assortment of offerings than Sephora—mass, prestige, and everything in between. Ulta is more 

service-driven: salons, skincare, etc. Sephora has tried to offer more services, but can’t match Ulta.” 
 “There is growth in the lash category. It will be interesting to see if Ulta tries to incorporate lash service into its 

offerings, rather than losing out to lash bars. Ulta is better equipped for that. Sephora is more makeup heavy.” 
Ulta Defense 
 “Ulta is doing a good job defending itself against e-commerce competitors. Part of that is its rewards program, giving 

consumers a reason to stay rather than going to Amazon. Also, Ulta can offer ease of purchase, ease of transaction 
history, and ease of replenishment, just like Amazon can.” 

 “Ulta also is holding its own against direct to consumer. It’s working to bring in its own DTC, like with Kylie Jenner. 
DTCs are now playing scout it at Ulta. DTCs can find a home there, and Ulta can test to see if customers like it.” 

 “Sephora probably has a little more in the way of exclusives than Ulta. Sephora is more of an incubator that invests 
in exclusives. They help grow brands that Ulta gets, but not so much vice versa.” 

Competition 
 “The Ulta experience is compelling. Moms go with their daughters and their daughters’ girlfriends and spend a few 

hours. Ulta, you go with your best friends. Sephora, you go with the popular girl from school who will elevate your 
game. I can find Sephora off-putting. Ulta is a much more welcoming environment.” 

 “Amazon still hasn’t quite figured out prestige. Consumers definitely feel 
they can replenish there once they can’t get it from the usual place. But it’s 
not a place for discovery. You don’t get the human touch—service or 
guidance. Amazon can’t play in that space. They can’t do your hair or 
makeup.” 

 “With the natural segment continuing to grow, Credo is someone to watch. 
[Macy’s-owned] Bluemercury is doing a great job on standalone stores, but 
it’s oriented toward gen X, while Ulta has from gen Z to baby boomers.” 

Category Trends 
 “Prestige sales were flat last year, and I think they might remain flat this 

year. There’s a cyclical trend: skincare is up and cosmetics down. It could 
be another two to three years before cosmetics rebounds.” 

 “Consumers are at the point where they have plenty of stuff after spending 
sprees of the last few years. People are thinking about how much they 
consume, rather than thinking acquire, acquire, acquire.” 

The increase in online sales 
should continue. But, because 
of high customer acquisition 
costs, a lot of direct-to-
consumer brands are now 
going in store. They think of 
their rent as customer 
acquisition costs. 

Chief marketing officer of an oral care 
company 

https://www.thecut.com/2019/09/sephora-sephoria-beauty-event-recap.html
https://bluemercury.com/collections/makeup
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 “Mass saw a little bump up in sales last year—2% to 3%. It was prices rising rather than volume. Mass-tige items 
were driving the growth. You might see the same thing this year. People are trading up a little bit.” 

 “The increase in online sales should continue. But, because of high customer acquisition costs, a lot of direct-to-
consumer brands are now going in store. They think of their rent as customer acquisition costs.” 

 “Sephora is aggressively opening stores, so that will drive up in-store sales. They are trying to give Ulta a run for its 
money. Despite all this, online sales will still grow faster than in store, industry wide.” 

5) Executive at a diversified beauty products company that sells through Ulta; repeat source 

Ulta can certainly defend itself against e-commerce competition. It is at the top of the category. It is very strong in 
analytics and manages its 33 million rewards customers very well. Ulta does not stick rewards members with too many 
promotions and solicitations. Sephora does more business online because its customers skew younger. Ulta also defends 
well against direct-to-consumer. It is well aware of the need for new products and is succeeding at developing niche 
offerings, like Credo. Ulta is very open to bringing these products onboard. The company also can weather competition 
from Amazon. 

Feb. 27, 2019, summary: This company’s sales at Ulta climbed 15% to 20% in the fourth quarter year to year, with 90% 
of sales in stores. Ulta is vendor-friendly, attracts myriad brands and is a beauty destination that others have not been 
able to duplicate. The source’s sales on Amazon are flat. Ulta will not lose share to Amazon. The latter will attract 
business from those looking for the convenience of buying cosmetics online, but consumers want touch and feel the 
products. Replenishment becomes an easy process for Amazon, but Ulta is ramping up its online offering as well. The No. 
1 factor for keeping Amazon at bay is Ulta’s relationship with beauty influencers. Influencers are cashing in from Ulta, not 
Amazon. 

Ulta Business 
 “Our sales at Ulta rose about 10% last year and should increase about the same this year. About 7% to 10% of our 

Ulta sales take place online, which is about 25% above [the average for brands at Ulta].”  
Ulta Defense 
 “As for defense against other e-commerce players, Ulta is in many ways 

leading the category. They’re becoming more sophisticated in their 
analytics ability to understand and manage their 33 million rewards 
customers. They don’t overpromote or over-solicit. They’re very targeted.” 

 “I think Sephora does more business on .com, because they have more 
younger consumers—18 to 25. Ulta is really 25 to 35. At the end of the day, 
there’s a place for them both.” 

 “Ulta is defending OK against direct-to-consumer as well. They definitely 
recognize the need for new products. They are very open to incubating 
niche brands like Credo, which is really refreshing.” 

 “It’s not so easy for these brands to get placement, but Ulta is very 
accommodating. They are very smart—if they see something, they test it.” 

 “When it comes to drawing store traffic, Ulta is getting better. They’re 
putting more emphasis on the in-store experience. They’re doing an 
excellent job on visual merchandising displays. They continue to upgrade 
their beauty advisors.”  

 “Sephora and department stores have been the leaders at that. Is Ulta at 
the pinnacle of beauty stores? [No, but] they are on their way.” 

 “In the past, Sephora led Ulta on exclusives, but Ulta is now doing a better 
job than before.” 

Competition 
 “Amazon is a threat to everyone. Their new luxury platform is definitely targeting beauty. But their definition of a 

luxury brand is not necessarily what we would consider prestige.” 
 “Still, without a doubt Amazon is a player that needs to be recognized. From a vendor standpoint, we do business 

with them, but not to the extent that we cannibalize our base business. You have to be careful of price promotions. 
Amazon will only get smarter. They are pursuing proprietary brands.” 

As for defense against other e-
commerce players, Ulta is in 
many ways leading the 
category. They’re becoming 
more sophisticated in their 
analytics ability to understand 
and manage their 33 million 
rewards customers. They don’t 
overpromote or over-solicit. 
They’re very targeted. 

Executive at a diversified beauty 
products company that sells through 

Ulta 
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 “Ulta can withstand Amazon’s threat. Remember that 85% of beauty sales are in store. People want to touch and 
feel, the whole treasure hunt.” 

 “Ulta’s brick-and-mortar strength will help them continue to build a strong .com presence. They’re also going into 
Canada in a big way. That will help bolster the whole franchise.” 

 “As for competition with Sephora, the battle over the next two to three 
years will be in urban markets. Ulta has the suburbs.” 

 “Both companies can sustain double-digit growth without a doubt. The 
losers are really department stores, which aren’t as innovative. They don’t 
have the indie brands. Target is probably the most innovative of the lot.” 

 “Looking at other competition for Ulta, in the next five years how much will 
big multinational brands strengthen their direct-to-consumer business and 
figure out a way to make that 20% to 30% of their sales? For Ulta, how do 
you partner with brands that may become your competitors?” 

Category Trends 
 “Excluding hair, overall beauty sales rose 3% to 4% last year and should 

increase 4% to 5% this year, boosted by innovation and new retailer 
initiatives. Color cosmetics are definitely coming back from their slump, 
and I don’t see a slowdown in skincare.” 

 “The reason for color’s slowdown was an over-proliferation of the same products. The beauty influencers became 
redundant. It was the second or third year for the same brands in the market.” 

 “There has been a lot of pressure on consumer habits. But a lot of people continue to use cosmetics, especially 
multi-ethnic products. Smokey eyes aren’t going away. The category is dependent on innovation.” 

 “I think prestige will slow a bit this year and mass will accelerate a bit. There is a blending of the two. Ulta is 
conscious of managing both sides of the aisle. Department stores like Macy’s haven’t figured it out yet—how to be 
more inclusive.” 

 “There has been a slow adaptation for prestige channels and an aggressive one for mass channels. Dollar General 
[Corp./DG] has 15,000 stores that have expanded their beauty offerings.” 

 “Online growth should remain in double digits this year, probably the high 20s. For stores, it’s 4% to 5%. But 85% of 
sales still go to brick-and-mortar.” 

 “Still, everyone is going omnichannel. They realize the need for a presence online. They are scared of Amazon and 
Walmart. Macy’s is getting smart. They are putting more mass/class online.” 

6) CEO of a customized cosmetics maker that sells through its website and phone app only; repeat source 

It will not be easy for Ulta to defend itself against e-commerce and direct-to-consumer competition. Using influencers is 
the big strategy now to repel others in the e-commerce space. But every company has an influencer. Kylie Jenner was 
great for Ulta, but what does it do next? Neither Ulta nor others has proprietary technology or exclusive products, so there 
is a lot of competition. A lot of consumers are shopping directly through brands. Beauty consumers are wary of 
counterfeits and direct-to-consumer is a way to avoid them. Many digital brands are cheap, making it difficult for Ulta to 
defend its market share. 

Feb. 27, 2019, summary: Ulta can hold off Amazon, thanks to its strong loyalty program. Also, brands are concerned 
about fraud and fake products on Amazon. Ulta will be fine if it matched Amazon’s prices, maintains its innovation and 
strong customer service, and continues to incorporate new brands. The company also could broaden its prestige 
offerings and expand its internet presence. Amazon too needs to attract more prestige brands to boost growth. 

Ulta Business 
 “We don’t sell at Ulta because we want to own our relationship with the customer. We want to make sure that 

whomever we work with will share customer data. It costs so much to acquire customers. We need to control that for 
long-term success.” 

 “If we could create a good partnership with Ulta or Sephora, we would work with them. For us, online is still growing. 
Just delivering the product takes all our resources. But everyone has to be omnichannel. We are currently exploring 
with a retail partner to see if we can integrate with their stores.” 

Our sales at Ulta rose about 
10% last year and should 
increase about the same this 
year. About 7% to 10% of our 
Ulta sales take place online, 
which is about 25% above [the 
average for brands at Ulta]. 

Executive at a diversified beauty 
products company that sells through 

Ulta 
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 “We want to be in stores at some point. People want to engage, play around, and explore with beauty products. They 
are used to trying things on in stores.” 

 “Ulta’s sales are rising and they are opening stores. They don’t have as many as Sephora, so there is still a lot of 
room to grow and take share away from Sephora.” 

 “Both companies are pretty strong. Sephora has stronger service. It has 
prestige. People like to go there first to try things. With beauty you go to the 
nicer place.” 

 “Ulta has mass and prestige, but it doesn’t give you the same type of 
pampering as Sephora. Their customer bases overlap. If Ulta continues to 
grow its footprint and offers the same customer service as Sephora, it has 
a lot of potential.” 

Ulta Defense 
 “Working with influencers is a big thing in defending against others in the e-

commerce space, but that’s hard. Everyone is working with some 
influencer. The big thing for Ulta was the Kylie Jenner launch. That was a 
good move, but I don’t know what they’re going to do next. Sephora has 
influencer brands too. There’s not a proprietary technology or product 
exclusive to anyone. So the competition comes fast.” 

 “So many people are entering the market that it’s hard for anyone to 
dominate. But Sephora and Ulta still hold the majority of market share in 
beauty products.”  

 “A lot of consumers are going directly to brands. Beauty consumers are 
aware of counterfeits and that’s a way of preventing it. A lot of digital 
brands are very affordable. Defending your space and price point is hard 
for Ulta. People can compare price and products. Trying products is easier 
online if they’re cheap. People are less inclined to spend online if prices are higher. Independent and digital brands 
are good at internet marketing. It’s harder for Ulta.” 

 “I don’t know if Ulta’s store experience is compelling enough to sustain traffic. Kylie Jenner was good. It drove people 
to stores. But that’s a one-time thing. How do you sustain it? It’s hard when stores are focused more on transactions 
than customer experience. Sephora is focused on customer experience. Even though Ulta has a salon, a lot of people 
wouldn’t think of going there to get their hair done.” 

 “People go to Ulta to buy mass and replenish prestige. It has convenient suburban locations, but Sephora is more 
fun. Most women go to Sephora over Ulta for facials, getting their nails done, classes, and pampering.” 

Competition 
 “The threat from Amazon on mass is intensifying for Ulta, but not on prestige. People don’t buy prestige from 

Amazon, because they worry about fakes. If it’s mass, they don’t care about possibly losing a few bucks on a fake. 
They make impulse buys.” 

 “Amazon makes it easy for partners to get their products to customers. The whole process is simple—entering credit 
card information, for example.” 

 “Ulta has to drive people to its site. Amazon already has people there. Ulta’s rewards program is a great driver of 
business, but Amazon could launch a rewards program too. When that happens, it gets real tough for Ulta.”  

Category Trends 
 “The skincare sector and beauty in general will continue to grow. They have that wellness factor and trends are 

moving in that direction. Taking care of yourself is a big thing now. As a consequence, you are doing things that make 
you look and feel better. Beauty products also include sustainability, which is a big concern now.” 

 “Customization and personalization will be other big trends in the next couple years for beauty products. We are 
moving from an influencer-driven market to a customer-driven market.” 

 “There’s a shift in technology. Instagram is removing likes. You must make sure you cater products and services 
specifically to your customers.” 

 “Mass purchases have occurred primarily at drugstores and will probably shift to online. A lot of millennials and 
those younger will have their first experiences with brands in a digital context. They will use direct-to-consumer 
marketing rather than going through CVS [Health Corp./CVS].”  

 “Mass is struggling because it doesn’t have a digital footprint. Traditional brands aren’t able to shift that quickly. The 
internet is saturated with new independent brands, making it difficult to compete.” 

If we could create a good 
partnership with Ulta or 
Sephora, we would work with 
them. … We are currently 
exploring with a retail partner 
to see if we can integrate with 
their stores. … We want to be in 
stores at some point. People 
want to engage, play around, 
and explore with beauty 
products. They are used to 
trying things on in stores. 

CEO of a customized cosmetics maker 
that sells through its website and 

phone app only 
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 “Prestige products generally have an older demographic. I think it will outperform mass, because prestige is using 
traditional channels. Prestige buying happens at Ulta and Sephora. They have locations everywhere that are easy for 
customers and offer fast shipping.” 

 “Same-store sales will continue to go up, though maybe not as much. The coronavirus may slow things down, 
because some products come from Asia.” 

 “People will continue to buy online. Once you get introduced to a new brand, replenishment is easily done online. If a 
product isn’t exclusive, its sales may slow down in stores.” 

2) Ulta Stores 
All three sources said holiday sales were better than expected. Ulta’s store experience is appealing for many reasons: the 
ability for shoppers to feel/touch the products, the weekly new releases, the wide assortment of products, and the customer 
service. Low prices and the loyalty program are two important attractions as well. One source highlighted a store-to-door 
option for customers to order in the store and have products delivered free to their homes as a way to combat the rise of 
Amazon. While Amazon is the main threat, there are concerns for customers over the rise in fake or counterfeit products, 
leading them to the safety of Ulta’s website or those of cosmetics companies. Amazon’s low prices and fast delivery are 
attractive to customers. Skincare, natural colors, and natural ingredients are the biggest trends from 2019 that will continue 
in 2020. 

Key Silo Findings 
Ulta Business 

- 3 of 3 said holiday sales were better than expected. 
- 2 said their stores are not losing customers to online. 
- 1 said traffic has not declined much and that it was better than the previous holiday season. 

Ulta Defense 
- 3 said the appeal of the stores is what keeps customers coming back to Ulta and choosing in-person visits. 

o Customers want to feel/touch the products, try them on. 
- 1 said Ulta’s store-to-door option is popular, with customers ordering in store with free delivery to their home, helping 

it compete with Amazon. 
- 1 said the services Ulta offers are an attraction others cannot match. 
- 1 said products sell out faster online, so coming to the store is a better way to ensure you’ll get the product you want. 
- 1 said weekly new product releases are another reason customers shop in the stores regularly. 
- Lower prices and the loyalty program were also highlighted. 

Competition 
- 2 said Amazon is the main threat, while 1 said Amazon was not hurting Ulta. 
- The main drawback to Amazon is the rise in counterfeit and fake products.  

o It is safer to order from cosmetics companies or retailers’ online sites. 
- But Amazon does offer lower prices and faster online delivery. 
- Sephora has higher-end brands than Ulta. 
- Ulta has a more inclusive offering that appeals to more customers.  

Category Trends 
- 3 said skincare is a major trend that will continue in 2020. 
- Natural ingredients and a natural look are also in high demand and will carry over into 2020. 
- 2 said color cosmetics remain the biggest trend in their stores, including natural colors. 
- 1 said there is an emerging teen prestige line. 

1) Sales associate at an Ulta in the Midwest 

Holiday sales were higher than a year ago and exceeded expectations. The goal is for sales each day to beat the figure 
from that same day the prior year. Expectations are for sales to continue to grow. Prestige outsells mass and the store is 
staving off online and other competition through favorable pricing and the in-store shopping experience, including online 
ordering from the store that will be delivered free to customers’ doors. Skincare sales are trending up, color cosmetics 
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remains a best seller, and the trend is toward more natural products and a natural look. Amazon is not seen as hurting 
sales because it lacks product depth and verification. Sephora is the biggest brick-and-mortar competitor as it carries 
some higher-end brands Ulta does not. 

Ulta Business 
 “Our sales over the holidays were better than a year ago. Black Friday sales were important.” 
 “The holiday sales were better than expectations.” 
 “Our goal is that sales each day will be better than sales for the same date last year. That can be hard to do 

sometimes, such as when the weather is bad.” 
 “Our expectation for all of these products is that sales will continue to grow. The goals get higher every year.” 
 “We sell a lot of gift cards around the holidays and did so again. Valentine’s Day, too. We typically run specials like a 

free gift with some purchases and have special deals in the salon.” 
 “Tarte [owned by Kosé Corp./TYO:4922] is a big seller. We have some 

people here in the store that work specifically for [Estée Lauder Companies 
Inc.’s/EL] Clinique and [LVMH’s] Benefit, so sales of those products tend to 
be higher.” 

  “I haven’t really seen much change in business due to online purchasing in 
the year that I’ve worked here. People still like to come into the store and 
try things out, especially when it has to do with face makeup and color. 
They don’t like ordering online and finding out it’s not a good fit.” 

 “Our big thing is loyalty accounts. We send promotions to people directly via 
email.” 

Ulta Defense 
 “Our store-to-door may be the best way to compete against Amazon. We 

can order it with you here in the store online and have it shipped to your 
home for free.” 

 “We are competing well with everybody. Our advantage is we have lower 
price points. We also have a better loyalty program than competitors. You 
get points for dollars off, if you spend up to a certain amount.” 

Competition 
 “Amazon is not necessarily hurting us. A lot of times Amazon does not always have the real product.” 
 “Sephora would be our biggest competition. They sell some of the same brands we do but also more expensive 

brands that we don’t carry, such as [Christian] Dior [SE/CHDRY] . They have contracts to carry brands we don’t have. 
We have similar agreements for other products.” 

Category Trends 
 “The trends of 2019 should continue in 2020.” 
 “Skincare sales have been trending up more than other categories, maybe because people are becoming more 

aware of their skin and the need to take care of it.” 
 “Color cosmetics are probably what we sell the most of and that’s always how it’s been. There are no new trends 

there.” 
 “Our goal is to try to sell more prestige products than mass products. We sell a good amount of both.” 
 “You always have people who will go to drugstores for mass products and others that will come here for prestige 

products because it is better quality than mass.” 
 “Prestige has grown more than mass, but not exponentially. Mass has been growing at about the same pace.” 
 “Shampoos are always a big seller.” 
 “As for trends, I’d say people are coming in more for natural product as opposed to those made from various 

chemicals. These products can also give someone a more natural look in makeup.” 

Observations: This Ulta is in a suburban shopping strip with other stores that may appeal to middle and upper-middle class 
income shoppers. The mass and prestige products were on separate sides of the store, with a mix of lotions, fragrances, 
men’s products, and other merchandise in the middle. Large lettering along the tops of the walls inside promoted certain 
brands, but there was not any splashy colorful advertising in the store. A salon was based in the back. Several customers, 
from young women to seniors, browsed the store on a Monday at 3 p.m. 

I haven’t really seen much 
change in business due to 
online purchasing in the year 
that I’ve worked here. People 
still like to come into the store 
and try things out, especially 
when it has to do with face 
makeup and color. They don’t 
like ordering online and finding 
out it’s not a good fit. 

Sales associate at an Ulta in the 
Midwest 

https://www.ulta.com/brand/tarte
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2) Sales associate at an Ulta in the Midwest 

This store has seen consistently growing sales despite the constant competition with Amazon and other online retailers. 
The services offered in store—including makeup application, facials, and hair services—keep customers coming in. The 
store is seeing increases in skincare and it rolls out new products and makeup lines frequently, which can be hard to 
keep up with online. Although Amazon may appear to be offering cheaper prices, customers may not always be getting 
what they pay for online, as counterfeit products are growing in popularity. Because the cosmetics industry is so heavily 
based on sight and touch, Ulta continues to combat online retailers such as Amazon. 

Ulta Business 
 “Holiday sales were great for us. Since we’re right in the middle of a shopping center we had lots of traffic from Black 

Friday through the new year.” 
 “We are exceeding our sales expectations on every front.” 
 “We don’t seem to be losing traffic from our online sales. Regular 

customers might buy products online because they know what they like and 
what works for them. However, I think that people still enjoy the experience 
of being in a cosmetics store—they can talk to professionals, see all of the 
products laid out to compare, and try new products.” 

Ulta Defense 
 “It is really hard to tell if you will like a makeup product just by looking at it 

online. You can’t feel the texture or consistency, and you can’t see how it 
looks on your skin tone.” 

 “This location offers facial and brow services, so I think that is one of the 
things that helps us compete against our online counterparts.” 

 “In the beauty industry, products roll out very quickly and products usually 
sell out faster online than they do at in-store locations. I think you have a 
better chance of getting the new eyeshadow palate you want if you try your 
local Ulta rather than trying to buy it online.” 

Competition 
 “It’s common knowledge that Amazon is the biggest threat to all brick-and-mortar stores. They’ve pretty much 

eliminated the wait for ordering online so that customers can still experience that gratification within one or two days 
of placing their order.” 

 “Since Ulta doesn’t limit itself to only luxury cosmetics, Amazon is definitely competition. Because you can get the 
same product that you use regularly, for the same price, and you don’t have to leave your house to do it, Amazon has 
an incredible strategy.” 

 “Although Amazon is competition, you cannot always guarantee that you are getting what you pay for. I’ve heard 
numerous accounts of people purchasing counterfeit products on Amazon after being lured in by what looks like an 
extremely low price for a luxury product.” 

 “I think it is safer and more reliable to order from a cosmetics website if you do choose to order online.” 
Category Trends 
 “We are seeing growth in all categories. We expect our customer traffic to increase in this store throughout the next 

year. There has been a consistent upwards trend.” 
 “We carry more product in our store currently than we have at any point in the past so that we can keep up with our 

large customer traffic.” 
 “Skincare as a whole is growing in popularity, especially cruelty-free and/or natural options. We’ve begun to order 

more skincare products for our store.” 
 “Color cosmetics still account for much of sales, but there seems to be a trend towards the natural look. It doesn’t 

necessarily mean less makeup, but it does mean that we have been selling a lot of neutral color cosmetics.” 
 “It seems that our customers are still buying most of their products in store, as opposed to online. Buying cosmetics 

online is risky even if you’re getting them from a reliable retailer. You can’t try a product online, and you might end up 
investing in something you won’t end up liking or using.” 

 “However, I will say that as technology advances, online cosmetic retailers are starting to use technology that allows 
you to upload a picture of yourself and ‘apply’ cosmetics to see how they will look on you.” 

 “Newly released products are usually bought in stores, while older cult favorites are more typically bought online.” 

Holiday sales were great for us. 
… We had lots of traffic from 
Black Friday through the new 
year. … We are exceeding our 
sales expectations on every 
front. … We don’t seem to be 
losing traffic from our online 
sales. 

Sales associate at an Ulta in the 
Midwest 
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 “The most common trend I am seeing overall with cosmetics is a shift towards more natural, less chemical-ridden 
products. People don’t want to put ingredients that they can’t pronounce on their skin, and they don’t want their 
products to be tested on animals.” 

Observations: The store was moderately busy on a Wednesday at 5 p.m. There were two cashiers and three other team 
members assisting customers throughout the store. One customer was getting their makeup done by a team member. There 
were not any noticeable promotions, though there was a large array of products with varying prices. 

3) Ulta sales manager in the Southeast 

Although foot traffic has dipped slightly since this location opened two years ago, sales remain strong and Ulta has plans 
to open at least two new stores in the metro area. Holiday purchases were up in 2019 compared to 2018, with shoppers 
buying gifts for others as well as for themselves. Influencers still have major sway with beauty consumers, so stocking 
exclusives such as the Morphe/Jeffree Star eyeshadow palette is a big deal for Ulta. Morphe and Tarte are the store’s 
top-selling brands, with the exclusive-to-Ulta Tarte Shape Tape concealer as the No. 1 product. While sales of skincare 
are on the rise and expected to increase in 2020, this sales manager acknowledges that Sephora has a larger selection 
of skincare products at the moment. Ulta, however, does have an on-site facialist and periodic skincare events with 
brands such as Juice Beauty to lure customers into the store. Amazon is considered a major threat—although industry 
insiders know counterfeit beauty products are a huge problem on Amazon, the education has not yet caught up with 
consumers, who sometimes muse out loud that they can save money by purchasing a product on Amazon instead of at 
Ulta. 

Ulta Business 
 “The holidays were really good for us. People were shopping for friends, family, themselves. To me, that season is 

something that Amazon can’t take away [from brick-and-mortar stores]. We were super busy, even more than the 
year before.” 

 “In-store traffic hasn’t declined too much. Granted, there are people who will wear the same shades and they buy 
online to replenish. Those are the people who tend to buy online. But the beauty world is insane. The new releases 
come weekly.” 

 “Ulta’s growing exponentially. We’re about to open more stores in the area. We don’t know when or where, but we 
just got the news.” 

Ulta Defense 
 “I’ve been here going on three years. I came from the department store world, and people buy a lot more online in 

the department store category than they do in cosmetics. I think that’s a testament to what we’re doing here.” 
 “Makeup is still one of those things that I think people want to touch and see. I went to the Morphe store the other 

day and they carry Jeffree Star cosmetics. I went in the other day because I actually wanted to see it. The products 
are still beautiful, but they’re different than they were in the pictures online. In person, when you start playing with 
them, they’re not as pigmented as you might think they are. So I think people are still wanting to touch and feel and 
see.” 

 “There are so many new products that come out on a weekly basis that you can’t really see them all online. So I think 
that’s a positive for brick-and-mortars in the beauty world.” 

Competition 
 “In my personal opinion, Amazon has really done more damage to the brick-and-mortar world than anyone else. You 

will hear customers say, ‘Oh, I can get that on Amazon for $5 cheaper.’” 
 “You don’t really know where it’s coming from, though. It scares me. There’s several little documentaries on YouTube 

that follow how insane the copying business of cosmetics and fragrance is. And they have no idea what’s in there. 
They can replicate things like never before. It’s a billion-dollar industry.” 

 “Tarte Shape Tape is our best seller, now and always. That’s probably the No. 1 thing on a daily basis that people are 
replenishing or they want to try it out. Shape Tape is exclusive to us. You can get it on Tarte’s website, but you can’t 
get it on Sephora. However, [Estée Lauder’s] Too Faced has a line at Sephora that we don’t have. And we have Sugar 
Rush from Tarte that Sephora doesn’t have.” 

https://www.ulta.com/shape-tape-concealer?productId=xlsImpprod14251035
https://www.sephora.com/brand/too-faced
https://www.ulta.com/ulta/a/_/Ntt-sugar%20rush/Nty-1?Dy=1&ciSelector=searchResults
https://www.ulta.com/ulta/a/_/Ntt-sugar%20rush/Nty-1?Dy=1&ciSelector=searchResults
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 “We’re more inclusive than Sephora, meaning I think we have an idea that people’s wallets dictate their purchases 
more than the brands. If someone has $10 and they need a mascara, they will choose something over here on the 
mass side, whereas you can’t take $10 and go to Sephora and buy a 
mascara.” 

 “Morphe is definitely a brand that is killing it. The price is pretty affordable, 
especially for the palettes. And the color payoff, the shades are just really 
pigmented. The combinations they do are beautiful. They do come out with 
a lot of stuff but they have a good team behind them.” 

 “Sephora doesn’t carry Morphe.” 
 “This Jeffree Star palette is a Morphe collab that they did together. These 

shades are not in any other Jeffree Star palettes.” 
 “The Morphe store is starting to carry some more independent brands. 

When I was in there, I saw Ofra, which is actually based here out of Miami, 
and they had like two or three other brands. Not a lot, but they had like a 
section for them.” 

 “I think Morphe is going to try to get in the game a little. But they’re also not 
as prevalent as Ulta. You’re not going to find a Morphe in Alabama. They 
don’t have the name recognition yet, but it’s getting there.” 

 “We have a skin therapist here, so we have someone that does facials. 
Ulta’s always had it. We’ve had the therapist ever since we opened in December of 2017.” 

 “We have an event coming up with Juice Beauty for skincare. We had one a few weeks ago with Clarins.” 
Category Trends 
 “Instagram makeup is always a trend but, at the same time, I’m starting to notice a shift to barely there makeup, like 

foundation-wise.” 
 “As far as color cosmetics go, I don’t think much has changed [in terms of sales].” 
 “[L’Oréal’s] NYX just released their collab with Sabrina, the TV show from Netflix. The palette sold out the first day. 

We have a display for it, but we have no palettes. We don’t know if we’ll get restocked.” 
 “Skincare’s definitely on the rise. I think Sephora might even have more options that we do.” 
 “A lot of brands are hopping on board and starting to reformulate because of the demand for natural. At the end of 

day, they’re definitely listening to the consumer. People want more natural, people want less chemicals.” 
 “Tarte is vegan, cruelty-free, they’re one of the more natural lines and they do very well. Cover FX is free of a lot of 

ingredients that people don’t like, and they do very well.” 
 “Jeffree Star, Jaclyn Hill, James Charles. Those were and are the top three influencers. Jeffree is the top.” 
 “We talk about the drama. We’re like, ‘No one’s coming to buy the James Charles for a while. He’s in a lot of trouble!’ 

You want to know what’s going on with the influencers because it has an effect on things.” 
 “The influencers are still having a big effect, but I think it depends on the age group. That’s a younger customer.” 
 “Now we even have a teen prestige makeup line. What the brands are trying to do is market to the younger kids so 

they have future customers.” 

Observations: This store in a busy shopping plaza was packed with customers on a Thursday at 8 p.m. About five employees 
were working the counter and roaming the sales floor to help guests with their purchases. No major promotions were noted. 

3) Industry Specialists 
Ulta’s best defense against growing competition is its stores, which serve as a destination with unique offerings others cannot 
replicate. Ulta is also a sought-after partner for brands. The wide variety of product Ulta offers is attractive to customers and 
influencers find it a great one-stop-shop to find products they can showcase to their followers. One analytics executive source 
said searches involving Ulta and beauty brands climbed nearly 25% in 2019, which could bode well for sales in 2020. The 
influencer said Sephora works more closely with influencers, paying them directly and offering better promotions to promote, 
while Ulta pays influencers through an intermediary. Ulta would benefit more from the strength of influencers if it embraced 
this group more. But Ulta has a much better store experience than Sephora. Amazon is a real threat, but Ulta’s strengths, 
including aligning itself with popular brands like Morphe, will help it keep competition at bay. Skincare will continue as a trend 
in 2020, while online channels, DTC, and influencers will continue to play a role in the fight for customer attention. 

The holidays were really good 
for us. People were shopping 
for friends, family, themselves. 
To me, that season is 
something that Amazon can’t 
take away [from brick-and-
mortar stores]. We were super 
busy, even more than the year 
before. 

Sales associate at an Ulta in the 
Southeast 

https://www.ulta.com/jeffree-star-artistry-palette?productId=pimprod2009305
https://www.ofracosmetics.com/blogs/ofra-blog/ofra-now-available-at-morphe-stores
https://www.ulta.com/brand/ofra-cosmetics
https://www.nyxcosmetics.com/eyes/eyeshadow-palettes/chilling-adventures-of-sabrina-spellbook-palette/NYX_816.html
https://www.ulta.com/brand/cover-fx
https://www.elle.com/beauty/makeup-skin-care/a27453234/james-charles-tati-westbrook-youtube-drama-timeline/
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Key Silo Findings 
Ulta Business 

- 1 said Ulta is a destination that brands want to partner with. 
o Ulta’s full products and services make it unique and an ideal partner for brands. 
o Ulta has doubled its efforts online. 

- 1 analytics executive said beauty product searches involving brands and Ulta increased nearly 25% in 2019. 
- 1 influencer said Ulta is popular with her followers, as it offers a wide variety of products. 

o Try-on hauls are easy with Ulta because of prestige and mass products. 
o Ulta does not pay influencers directly like Sephora does, which is a drawback and something Ulta needs to 

address. 
o Ulta’s website is hard to navigate. 

Ulta Defense 
- 2 said Ulta’s store experience is its main differentiator. 

o The influencer said Ulta is a better experience than Sephora’s small, cramped stores. 
o At Ulta, customers can browse, use testers, and talk to staff more easily than Sephora. 
o Recommendations from Ulta staff are not always the best. 

- 1 said Ulta is aligning itself with popular brands like Morphe to take on direct-to-consumer and Amazon competition. 
Competition 

- Amazon is a real threat, but Ulta can hold its own. 
- Sephora is a better option for influencers, offering better promotions that are easier for influencers to promote than 

Ulta. 
Category Trends 

- 2 said skincare will continue growing in 2020.  
- Online, direct to consumer, and influencers will become powerful in capturing customer attention. 

1) CEO of a marketer and influencer for beauty brands; repeat source 

Ulta can hold off e-commerce and direct-to-consumer competition. Ulta’s strength is that it is a one-stop-shop for beauty 
products and services. His company is starting a beauty line and it likes Ulta enough that it is negotiating a partnership 
with the retailer. He sees beauty sales increasing 2% to 3% this year, with skincare showing particular strength. He 
expects prestige sales to rise 5% after being flat last year. In-store sales are not going away, but they are likely to slip 2% 
to 3% this year for the industry, as online growth totals 10% to 11%. 

Feb. 27, 2019, summary: Ulta can continue to fend off Amazon. What Amazon lacks is service opportunities. Although 
people say brick-and-mortar is dying, it is more accurate to say it is evolving. Consumers still want to touch and feel. Ulta 
has an opportunity to stay relevant and grow if it maintains that as part of its core position for consumers. Product 
selection also is important in keeping Amazon at bay. Ulta could work with more 
brands that do not sell on Amazon or limit SKUs, with different exclusives. To 
increase its online sales, Ulta can do more advertising online and grow and 
work its email database. 

Ulta Business 
 “We’re starting up a beauty product line, and Ulta is one of the retailers 

we’re looking to partner with. We think we can elevate the business with 
them.” 

 “What’s great and unique about Ulta is that they provide full beauty 
products and services. They sell in partnership with vendors and have in-
store services that use the products. They’re a unique destination for 
beauty. In addition, they have doubled down their efforts online. That’s why 
we see them as a strategic partner.” 

Ulta Defense 
 “Ulta can hold their own against other e-commerce players and direct to 

consumer.” 
 “In-store is still important for Ulta. It’s a differentiator.” 

What’s great and unique about 
Ulta is that they provide full 
beauty products and services. 
They sell in partnership with 
vendors and have in-store 
services that use the products. 
They’re a unique destination for 
beauty. In addition, they have 
doubled down their efforts 
online. That’s why we see them 
as a strategic partner. 

CEO of a marketer and influencer for 
beauty brands 
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Competition 
 “I think everyone should be afraid of Amazon. But the strengths of Ulta that I mentioned above should keep Amazon 

at bay. Ulta has unique offerings. It also competes well against Sephora.” 
Category Trends 
 “Sales were flat for beauty in 2019. The consensus forecast for this year is a little growth—2% to 3%. Skincare in 

particular should do well.” 
 “The ‘athleisure’ movement means people are wearing more leisure clothes to work. So there is less need for 

makeup and more emphasis on skincare. People are trying to get to the root cause of their concerns, rather than 
covering them up with makeup.” 

 “Makeup and skincare have cyclical trends. A couple years ago, there was more demand for makeup than skincare. 
Now, it’s reversing.” 

 “Online buying will drive the growth in beauty sales. There will be more attention to direct-to-consumer and brands 
building that while trying to stabilize brick-and-mortar. There will be more spending on influencers and online 
marketing to drive customers to that channel.” 

 “Prior to 2019, prestige sales were growing $1 billion per year. But they were flat at $19 billion in 2019, as brick-
and-mortar sales decreased. They’re likely to grow a little this year, with more focus on direct to consumer.”  

 “Mass should see some growth over the next five years, driven by online.” 
 “Sales should be flat to down 2% to 3% for stores this year. In-store isn’t going away—it’s still important. But online 

growth is taking off; people are becoming more comfortable with it. Online growth should total 10% to 11% this 
year.” 

2) Executive of Spate, a consumer analytics company 

Online searches for beauty products rose last year, which presages a rise in actual sales this year. Searches that included 
both Ulta and a specific product name soared last year. But because the searches included the product names, it is 
difficult to judge exactly what the search growth implies for Ulta’s sales. Ulta’s alignment with top trending brands, such 
as Morphe, can help it ward off competitors, such as Amazon. 

Ulta Business 
 “We look at searches that include both Ulta and the name of a specific 

product. For beauty products overall, those searches rose 23.3% last year. 
For makeup products growth was 21.4%, for skincare it was 36.1%, and 
for hair it was 23.9%. But because the searches included the product 
names, it’s difficult to know precisely what the search growth means for 
Ulta’s sales.” 

 “The growth in hair is coming from tools and applications. There have been 
innovations in hair dryers—Beachwavers and brush dryers. There also has 
been growth in shampoo, particularly color-friendly, sulfate-free shampoo. 
Hair loss treatments are big too.”  

 “Top trending brands overall included Morphe, Kylie Cosmetics, and 
ColourPop.” 

Ulta Defense 
 “Ulta is aligning itself with top trending brands, such as Morphe, which 

enables Ulta to compete with direct-to-consumer retailers such as 
Amazon.” 

Competition 
 Did not discuss. 
Category Trends 
 “We look at online searches for beauty products as a signal for purchase 

behavior. Last year, skincare searches rose 9.3% from 2018, while 
makeup rose 1.5%, so sales should continue to grow. In skincare, people are looking for sun care and treatment 
services, such as microblading and lip fillers.” 

We look at searches that 
include both Ulta and the name 
of a specific product. For 
beauty products overall, those 
searches rose 23.3% last year. 
For makeup products growth 
was 21.4%, for skincare it was 
36.1%, and for hair it was 
23.9%. But because the 
searches included the product 
names, it’s difficult to know 
precisely what the search 
growth means for Ulta’s sales. 

Executive of Spate, a consumer 
analytics company 

https://beachwaver.com/
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 “The strength of skincare may stem from three different factors. First, there’s education that all these treatments 
exist. It’s popular on Instagram. Second, there’s a lot of emphasis now on taking care of yourself, adopting a routine 
that makes you feel better. And third, there’s efficacy. People want results fast. And you can get that with something 
like lip filler or cheek filler.”  

 “While the growth of makeup is subdued, a lot of innovation is occurring. Makeup treatments, such as eyelash 
extensions, are popular. People are looking for solutions like semi-permanent tattoos. But there aren’t as many 
treatments in makeup as there are in skincare.” 

3) Social media influencer with 70,000 Instagram followers 

Ulta’s defense against competition is its in-store experience and wide variety of products that are easy to promote and 
popular with this source’s followers. It has room to improve how it works with influencers, especially when compared to 
Sephora. Ulta does not pay influencers directly like Sephora does, nor does it offer promotions that match Sephora’s 15% 
discounted offerings on all merchandise. Ulta does not always have the most helpful advisors making recommendations, 
and its website does not always have or allow coupons.  

Ulta Business 
 “I have a partnership with brands that are sold only online. Brands rely on people like me to demo what colors look 

like, to do color matching. I have had decent success with sales.” 
 “I don’t have a partnership with Ulta. I don’t think they work directly with influencers. At least not the same way 

Sephora does.” 
 “I definitely will do a haul with Ulta, though. I’ll go into the store, grab a 

bunch of products and brands, and try them on at home and then share 
with my followers. And what is great about Ulta is they have drugstore 
brands and higher-end brands in the same place. I can get what I’d get at 
Target and what I’d get at a store in the mall all at Ulta and that’s a great 
convenience.” 

 “Ulta offers affiliate linking where my followers can purchase through me 
and the links I provide and I get a commission. Reward Style has a 
relationship with Ulta and others, so Ulta pays them and then they pay me 
my commission. Ulta is not doing collaborations with influencers, as far as 
I know. Sephora does it directly with the influencers, offering to pay 
through the affiliate and pay a flat rate on your page as an advertiser for 
them.” 

 “It comes down to who you trust—the store’s recommendation or someone 
online.” 

 “I don’t have time to stand in line for 45 minutes and go through all the 
testers and getting opinions of people in stores. It is easier for me to watch 
tutorials online on my own time and use that to help me make a better 
decision about what foundation will work for me.” 

 “Ulta.com is hard to navigate and the search function is not very good. It is 
much easier to find what you are looking for in their stores.” 

 “Ulta’s website also doesn’t always offer or honor coupons. And when they 
do, it is only on select items. Amazon is not trustworthy for buying beauty 
products. A lot of people know that. I don’t know many people that buy 
beauty products on Amazon.” 

 “Ulta can do better with influencers. We highlight Ulta when there is something going on, but everyone promotes 
Sephora when they have the 15% off. Ulta can up the ante to compete more with influencers.” 

Ulta Defense 
 “Ulta has great locations. Sephora is always inside a mall and it is not convenient.” 
 “Ulta’s stores offer a great experience. They have a lot of products on display, like hair tools set up to compare and 

to use the different clips and brushes, and even trying out the on/off buttons of the different products so I can 
decide which one to buy. I can browse, try the testers if I have time. It’s a better experience than Sephora where the 

Ulta offers affiliate linking 
where my followers can 
purchase through me and the 
links I provide and I get a 
commission. Reward Style has 
a relationship with Ulta and 
others, so Ulta pays them and 
then they pay me my 
commission. Ulta is not doing 
collaborations with influencers, 
as far as I know. Sephora does 
it directly with the influencers, 
offering to pay through the 
affiliate and pay a flat rate on 
your page as an advertiser for 
them. 

Social media influencer with 70,000 
Instagram followers 

https://blog.commissionfactory.com/affiliate-marketing/instagram-affiliate-marketing-methods
https://about.rewardstyle.com/
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store is so small and it’s always crowded and I have to squeeze past people to try test the products. I’d much rather 
go to an Ulta store.” 

 “Going into the store does not guarantee that you are going to get better recommendations than online. You don’t 
know the person helping you, they can color match you incorrectly, the lighting is different, something could look 
different on you when you get out of the store. So that’s not as great an advantage for stores as you might think. I’d 
rather go online and listen to someone I trust than to go into a store with someone I don’t know.” 

Competition 
 “Sephora has far more widespread campaigns where if you are a member you get 15% off all merchandise online. 

And that works much better for influencers because we can give our five favorite picks, including brands that never 
go on sale, and our followers can then go to Sephora’s website and buy them with 15% off. That is much better than 
what Ulta offers. Ulta does random discounts, but not across-the-board discounts on all brands like Sephora does.” 

 “I’m not sure direct to consumer is that big of a threat because Ulta just has so many options. Like [Unilever 
plc’s/UL] Living Proof haircare products. They are in Sephora and Ulta stores and they sell for 25% off on their own e-
commerce site. But it’s just one brand and I can’t say that it is hurting Ulta.” 

Category Trends 
 Did not discuss. 

Secondary Sources 
These five secondary sources show Ulta’s commitment to skincare as it brings five new skincare lines to its stores and 
website this month, including one exclusive. Most of these have natural ingredients, showing Ulta’s embrace of the trend 
toward skincare and healthy labels. Ulta is also opening a new store location in Bakersfield, CA.  

Feb. 18 Cosmetics Business article 
Ulta is partnering with a skincare company to carry its eco-friendly sun care products in its stores and on Ulta.com. 

 “Skincare brand Mychelle Dermaceuticals has landed a retail deal with Ulta Beauty.” 
 “First to arrive on-shelf will be the brand’s collection of sun care products, which are said to be made with eco-

friendly ingredients.” 
 “‘We’ve always recognised the effects that sunscreens have on the planet, so when we developed ours, we 

committed to making them reef-safe, mineral-based and free from destructive chemicals like oxybenzone and 
octinoxate,’ said Catie Wiggy MyChelle’s VP of Marketing and Product Innovation.” 

 “Oxybenzone and octinoxate are known to have a detrimental impact on aquatic ecosystems; specifically they 
contribute to the degradation of coral reefs and their ability to adjust to climate change. In response, Hawaii became 
the first US state to ban sunscreens containing these ingredients.” 

 “Skus to be stocked in Ulta include: Mychelle’s Sun Shield Liquid SPF 50, Replenishing Solar Defense SPF 30, Sun 
Shield SPF 28, Sun Shield Stick SPF 50, Replenishing Solar Defense Body Lotion SPF 50 and Sun Shield Clear Spray 
SPF 30 (from US$20).” 

 “Mychelle’s products will compete with collections from La-Roche Posay, Murad, Clinique and Shiseido.” 
 “The line will be available in Ulta stores across the US and ulta.com.” 

Feb. 13 San Fernando Valley Business Journal article 
An all-natural skincare line launched two products exclusively at Ulta stores, including a CBD cream. 

 “Simi Valley-based Derma E, a skincare brand focused on all-natural products, launched two product lines exclusively 
in Ulta Beauty Inc. stores on Thursday.” 

 “The lines include a collection of CBD products and hydrating mists made with essential oils, the company said.” 
 “The CBD line has three creams that ranges in price from $14.95 to $22.95. The essential oil product line, Mood 

Rituals, retails for $18.99 and has three mists designed to ‘calm, create or uplift.’” 
 “‘CBD products are uniquely formulated to help soothe dry, uncomfortable skin and help reduce the appearance of 

redness while Omega-6 and Omega-3 acids derived from hemp seed oil promote a healthy, hydrated skin barrier 
function, reducing susceptibility to irritants,’ the company said in a statement.” 

https://www.livingproof.com/shop/shop-by-product-type/shampoos/
https://www.cosmeticsbusiness.com/news/article_page/Mychelle_Dermaceuticals_arrives_at_Ulta_Beauty/162517
https://sfvbj.com/news/2020/feb/13/simi-valley-firm-launches-new-lines-ulta-beauty-st/
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Feb. 17 Stylecaster article 
Ulta is bringing ColourPop’s sister brands to its stores and website. One is a skincare product and the other is a bronzer. 
Both are vegan and cruelty-free and give Ulta Rewards points. 

 “While online shopping is great—and can often be cheaper—there’s nothing like going into a store to touch a beauty 
product before you buy it. That’s one reason ColourPop’s Fourth Ray Beauty and Sol Body launching at Ulta Beauty is 
so exciting.” 

 “Seed Beauty, the company behind these affordable brands, announced its expansion into Ulta stores and on its site 
(760 doors for Sol and 128 for Fourth Ray).” 

 “‘Sol and Fourth Ray encourage confidence, self-expression and self-care,’ said Seed Beauty co-founder and 
president Laura Nelson in a statement. ‘Ulta’s unique retail environment will take that journey even further.’” 

 “If you’re not familiar with ColourPop‘s sister brands, now might just be the time to try them now that you can rack up 
all the Ulta Rewards points. While ColourPop delivers color cosmetics, Fourth Ray is all about skincare and Sol Body 
has bronzing body products for all skin tones. Like ColourPop, each is vegan and cruelty-free. Fourth Ray’s skincare 
is also paraben-free, phthalate-free and synthetic fragrance-free, which is a big promise for an affordable brand.” 

Feb. 18 Refinery 29 article 
Ulta is carrying new items in its stores this month, including several skincare products under $20. 

 “Ulta Beauty is giving us all there is to heart-eye in February with countless new products across categories, from 
'90s-inspired lip kits to waterless hair cleansers. So that you can see the latest and greatest for yourself, we've 
rounded up the best new launches hitting Ulta shelves this month.” 

Feb. 12 23ABC News affiliate article 
Ulta will be opening a new store location in Bakersfield, California. 

 “Makeup chain Ulta Beauty is opening a new shop in the Northwest Promenade, according to a new billboard.” 
 “The sign recently popped up, however it is not yet clear where in the promenade the store will be located.” 
 “There are a few empty locations, including where Babies R Us and Dress Barn used to be.” 
 “This will be the second Ulta location in Bakersfield. The other is located at the Marketplace in Southwest 

Bakersfield.” 
 

Additional research by Dan Weil, Eva Cahen, Jessica Lipscomb, Kevin Murphy, and Kieran Duhl. 
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https://stylecaster.com/beauty/colourpop-fourth-ray-beauty-sol-body-ulta-beauty/
https://www.refinery29.com/en-us/new-ulta-beauty-products-february-2020
https://www.turnto23.com/money/business/new-ulta-beauty-store-coming-to-northwest-bakersfield
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