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We open a fifth Cedar & Stone store in a new metro
market within the next

12 months, funded by reducing marketing spend on
the flagship e-commerce

push.

12-month simulation - Confidence: 78% - Run August 27, 2026

A This is an Al-generated simulation for strategic planning purposes. Validate key decisions with qualified business
advisors.

Executive Summary

Opening a fifth store within 12 months, funded by cutting marketing spend on the e-commerce push, directly
reverses the sequencing this health check recommends — and does so by starving the one channel that's
already showing efficiency problems. The $650k budget cap for buildout plus first-year operating costs is tight
for a new-market entry (typical specialty retail buildouts of this caliber run $400-700k before any operating
cushion), which means the store will likely launch under-capitalized on marketing, staffing, or initial inventory
depth — right as it enters a market with zero brand recognition and none of the nine years of local reputation
that make the Portland stores profitable.

The funding mechanism is the most dangerous part of this scenario. E-commerce is already suffering from a
confirmed conversion decline (-6.8% to 3.6%) despite +75.5% traffic growth — meaning the channel needs
*more* marketing efficiency work, not less spend. Cutting marketing budget to fund the store will likely
suppress visitor growth, and if conversion doesn't improve in tandem, gross e-commerce sales growth
(currently +65.1%) will decelerate just as the business needs that channel to offset the flagship rent increase.
You'd be simultaneously adding a new fixed-cost lease obligation (store #5) while degrading the channel that
was supposed to fund the old one's rent hike — compounding rather than diversifying fixed-cost risk.

Best case: the new market shows strong latent demand (perhaps overlapping with an existing out-of-market
social-media customer cluster), the store becomes a lower-cost showroom that seeds local e-commerce and
design-consult bookings, and marketing cuts turn out to only trim wasted top-of-funnel spend that wasn't
converting anyway. Worst case: the store underperforms in year one (typical for new-market retail), e-
commerce growth visibly stalls from the funding cut, the flagship lease renewal lands badly because the
"offset" story (online growth) has weakened, and the business enters year two with five leases, a cash-strained
balance sheet, and no dry powder for the flagship renegotiation's downsize alternative. Given the confirmed
metric trends, the downside scenario is more probable than the upside without the ROl model and conversion
fixes called for in the last two health checks.

Impact Overview

Area Direction Magnitude Detail

E-commerce growthrate Vv significant Cutting marketing spend to fund the store
directly threatens the +75.5% visitor growth
trend; with conversion already down 6.8% to
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Area

E-commerce path to 50%
of revenue

Consolidated fixed-cost
exposure

Cash reserve / working
capital buffer

Lean e-commerce/
marketing team
bandwidth

Returns & Refunds rate

New-market brand
equity

Supplier/maker capacity
strain

Flagship lease
negotiating leverage

Overall 12-month
revenue growth

Direction

Magnitude

significant

significant

significant

moderate

minor

minor

moderate

moderate

moderate
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Detail

3.6%, reduced traffic spend removes the volume
that was compensating for falling efficiency, likely
decelerating the +65.1% gross sales growth
trajectory.

The 2-year goal of e-commerce reaching 50% of
revenue depends on sustained investment in the
channel; diverting its marketing budget to a new
store directly works against the stated growth
priority and stretches the timeline.

Adding a fifth lease while the flagship rent
increase is still unresolved compounds fixed-cost
risk at the exact moment the business needs
flexibility to walk away from or downsize the
flagship.

With no additional financing and a $650k cap
covering both buildout and first-year operating
costs, the business will likely enter year two with
minimal cash cushion, leaving no dry powder for
flagship lease renegotiation contingencies (e.g.,
relocation costs).

The already-flagged execution bottleneck risk
worsens if marketing budget cuts are paired with
team attention being split toward new-store
launch logistics (hiring, merchandising, local
marketing) instead of the conversion-recovery
program.

Store #5 itself doesn't directly affect the 39%
returns increase, but if e-commerce marketing
cuts shift channel mix toward more remote,
lower-context online buyers relative to slower
online growth, the underlying causes of returns
(fit/expectation gaps) remain unaddressed.

A physical presence in a new metro could
accelerate local brand trust and design-consult
bookings faster than e-commerce-only entry, but
this benefit is speculative without validated
demand data for the chosen market.

A fifth store adds inventory demand on the same
handful of exclusive makers already flagged as a
scalability risk; without a maker-development
plan in place, this could cause stockouts at the
new location or dilute allocation to existing
stores and e-commerce.

Committing $650k of capital and marketing
budget to a new lease reduces the credible "walk
away or downsize" alternative needed for
flagship lease negotiations, since less capital and
organizational bandwidth remain available to
execute a relocation if needed.

New-store revenue may partially offset e-
commerce deceleration in absolute dollars, but
blended growth quality likely worsens — trading a
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lower-fixed-cost, faster-growing channel for a
higher-fixed-cost, unproven one, with net

revenue impact uncertain and likely below the
counterfactual of full e-commerce investment.

SWOT Impact

Q Item

(@) E-commerce is the highest-leverage growth path... making the 50%-of-
revenue target achievable with focused investment

Y Lean e-commerce/marketing team may be under-resourced relative to
the ambition of growing online from roughly one-third to 50% of
revenue

T Committing capital and fixed lease obligations to a fifth store while e-

commerce grows faster risks over-investing in the slower-growing,
more cost-exposed channel and stranding capital if the new market
underperforms

T Significant rent increase at the flagship location lease renewal
threatens store-level profitability and could turn a cornerstone location
into a cash drain if not renegotiated or relocated

w Reliance on a handful of exclusive suppliers and small independent
makers creates supply concentration and scalability risk

T New fixed-cost lease obligation with no additional financing and a
capped $650k budget creates a cash-strain risk if either store buildout
or e-commerce softens simultaneously

(o) A fifth store, if opened strategically, could serve as a brand showroom
in a new market that also seeds local e-commerce demand — but only
if evaluated against e-commerce ROI rather than pursued by default

Recommended Actions

High Priority

marketing spend is cut and conversion/returns trends continue.

returns.

High Priority

terms are resolved.
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Shift

weakened

strengthened

strengthened

strengthened

strengthened

new

weakened

Confidence

85%

80%

85%

75%

65%

75%

70%

Before committing the $650k, complete the still-open side-by-side ROl model comparing fifth-store
returns against reinvesting the same capital in e-commerce, explicitly modeling the scenario where

This action has been flagged as high-priority and open in two prior analyses; proceeding without it means committing
irreversible capital based on momentum rather than evidence, especially given confirmed conversion decline and rising

Do not fund the store by cutting e-commerce marketing spend; instead identify a funding source that
doesn't degrade the channel targeted for 50% of revenue, or delay the store timeline until flagship lease

Confirmed data shows e-commerce growth is already fueled by traffic spend against a falling 3.6% conversion rate; cutting
that spend risks stalling the one growth engine meant to offset the flagship rent increase.
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High Priority
Resolve the flagship lease renegotiation and secure firm terms (or a relocation plan) before finalizing the
new-store lease, so total fixed-cost exposure across five locations is known and capped.

Locking in a fifth lease while flagship terms are unresolved compounds fixed-cost risk at the worst possible time and removes
negotiating leverage for the flagship's downsize alternative.

High Priority
If proceeding, validate the target metro using existing organic (unpaid) e-commerce traffic and order data
to confirm latent demand exists before signing a lease.

Prior conversation identified that geo-targeted organic demand data should inform site selection; opening cold in an
unvalidated market compounds the risk of underperformance within the tight $650k budget.

High Priority
Redesign the store concept as a lean, lower-inventory showroom (smaller footprint, design-consult-
centric) rather than a full inventory-heavy store to fit within the $650k cap with a cash buffer intact.

A full-inventory store is unlikely to leave adequate operating cushion within $650k with no additional financing; a showroom
model reduces buildout and carrying costs while still building local brand presence and seeding e-commerce.

Medium Priority
Assess supplier/maker capacity before committing to a fifth store's inventory needs, since makers are
already flagged as a scalability constraint for national e-commerce growth.

Adding a fifth store's demand on the same exclusive maker base risks stockouts or diverting inventory from existing stores
and e-commerce, undermining the differentiation strategy the store is meant to showcase.

Medium Priority

If marketing spend must be trimmed to fund the store, cut only the lowest-efficiency top-of-funnel spend
(broad reach campaigns) rather than lookalike/retargeting spend targeting audiences resembling the loyal
repeat-customer base.

This preserves the higher-intent acquisition strategy recommended previously while still freeing some budget, minimizing
damage to conversion-sensitive e-commerce growth.

Medium Priority

Set an explicit 12-month checkpoint with hard go/no-go metrics (new-store contribution margin, e-
commerce conversion trend, flagship lease outcome) to decide whether to continue funding the fifth
store or reallocate capital back to e-commerce.

Without a checkpoint, a struggling new store combined with a weakened e-commerce channel could quietly consume cash
for longer than the business can sustain without additional financing.

Low Priority
Track cross-channel halo effects (e-commerce orders and design-consult bookings originating from the
new store's metro) as a leading indicator of the store's brand-seeding value.

If the store is meant to seed local e-commerce demand as previously discussed, this metric determines whether the
showroom thesis is working or whether the store is functioning as a standalone cost center.

Assumptions
Claude made the following assumptions when building this simulation.

e The $650k budget cap must cover both buildout and first-year operating costs, leaving limited room for a
marketing/inventory cushion if either runs over.

¢ No additional financing means the store must be funded entirely by internal cash flow and marketing
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budget reallocation — no debt or equity buffer exists if costs overrun.

e "Reducing marketing spend on the flagship e-commerce push" is interpreted as a direct cut to paid
acquisition and content/marketing team capacity, not a reallocation from another budget line.

e The new market has not yet been validated with the geo-targeted organic-demand analysis recommended
in the prior conversation (identifying metros with existing out-of-market pull).

e The financial ROl model comparing fifth-store vs. e-commerce reinvestment (a still-open high-priority
action) has not been completed before this decision is made.

e The flagship lease renewal outcome is still pending/unresolved during this 12-month window.

e Store #5 is assumed to be a full inventory-carrying location rather than the lean showroom concept
recommended, since the scenario describes a standard store opening, not a showroom pivot.
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