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INTRODUCTION

2018 is set to be a transformative year for the global retail industry.

The global economy, despite showing clear signs of improvement, is seeing a wave of
economic and political uncertainty amidst significant events such as the U.K's "Brexit”
from the European Union, the rise of US. President Donald Trump’'s “America First”
policies, the recent trade tension between the U.S. and Chinq, the surging global debt
levels, etc.

Meanwhile, the global retail market is evolving faster than ever.

The advent of technologies and new desire of customers are altering the ways brands
and retailers operate their businesses and engage with their customers. These hold
true for operators in both developed countries and emerging economies.

Fung Business Intelligence believes that brands and retailers will certainly face
some challenges in the new global retail landscape, but the future should present
tremendous opportunities and excitement for those with the right strategies.

In this report, we highlight ten key trends of the global retail market and strategies of
brands and retailers in the rapidly changing marketplace. We also summarize nine
implications and survival tools for brands and retailers.
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Executive Summary

A fast-shifting global
retail landscape

Digital transformation: the game changer for retail

The global retail landscape is
shifting fast to accommodate
changes in the market; the advent
of digital technologies, new
consumer expectations and
accelerating trade tension between
the U.S. and China - the world's two
largest economies and retail
markets, have led to a more
complicated global retail scene and
created new challenges for market
players.

Facing stagnant sales and threat
posed by e-commerce players,
many traditional retailers around
the world have succumbed to the
store closures wave, while both
online and offline retailers are
actively seeking MGA opportunities
for new growth.

Source: Fung Business Intelligence.

Technology advancement has driven changes in consumer behaviours. As almost every consumer activity has
shifted to digital in some way, digital commmerce has become more significant and e-commerce players have
been growing fast in recent years.

Embracing digital technologies in retailing to engage with consumers is a major trend observed in the global
retail market.

Customers’ heightened expectations for immediacy has prompted brands and retailers to embrace omni-
channel strategy, such as offering various types of click and collect services to ensure fast and efficient delivery.

Technology-led new retail format - unmanned store has also become a new rival for traditional retail formats.

Innovations to shape the future of retail

In response to the versatile consumer behaviour and the ever-changing demand in the market, both e-tailers
and traditional retailers have been creating a slew of private-label brands to complement its offerings as used to
differentiate from other market players.

Capitalizing on consumers’ growing demand for fresh products, some retailers have turned their focus to the
fresh food market, giving rise to the burgeoning online fresh food market and fresh food-focused supermarkets.

Meanwhile, some traditional retailers have also adopted smaller format to meet consumer desire for more
curated product selections.

To take on challenges from vertically integrated and fully digitized e-commerce players, traditional retailers are
striving to digitize their supply chain networks and optimize their various processes along the supply chain.



Executive Summary

Ten key trends and strategies of brands and retailers
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Executive Summary

Nine survival tips for brands and retailers
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and retailers should take note of the new trends
and prepare to redefine their strategies and
operations. Here are the nine survival tips to get
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STRATEGIES

Key trends and strategies of retailers

#1 A more complicated global retail scene
IS expected



I. The U.S. remains the largest retail market in the world, but Asian
countries are catching up quickly

Global retail sales and yoy growth of selected countries, 2015-2018 (estimates)

2015 2016 2017 2018 2019 © The US. is still the
(estimates) (estimates) (estimates) |Qrgest market globgny
Retail sales yoy  Retalil sales yoy  Retail sales yoy  Retalil sales yoy  Retalil sales yoy in terms of retail sales,
(US$ growth (US$ billion) growth (US$ billion) growth (USS$ billion) growth  (US$ billion) growth followed by China and
billion % % % % % .
) () (*) () () () Japan. In terms of retail
12,965.1 51 13,596.2 4.9 14,274.6 5.0 15,199.6 6.5 16,161.0 6.3 .
World sales growth, India is
U.S. 2,932.1 4.1 3,031.1 3.4 3,109.8 2.6 3,230.4 3.9 3,361.2 4 seeing the strongest
China 1,899.4 9.2 2,034.6 7.1 2,200.5 8.1 2,376.8 8.0 2,542.6 7 growth at over 10% yoy
Japan 978.9 0.8 987.4 0.9 991.6 0.4 1,006.1 1.5 1,025.3 1.9 In recent yedars.
Germany 516.4 2.2 528.9 24 539.0 19 560.1 3.9 581.0 3.7
India 484.0 11.3 545.0 12.6 607.9 11.5 674.7 11.0 746.2 10.6
France 476.5 1.9 484.6 1.7 494.8 21 505.6 2.2 516.7 2.2
U.K. 449.6 1.6 457.2 1.7 469.7 2.7 488.4 4.0 506.3 3.7
South 242.2 5.7 257.6 6.4 272.2 5.7 291.1 7.0 309.8 6.4
Korea

Source: Euromonitor International.



Asia is the new growth engine

2017 Global Retail Development Index

Rank Country Region
1 India Asia
2 China Asia
3 Malaysia Asia
4 Turkey Europe
5 United Arab Emirates MENA
6 Vietnam Asia
7 Morocco Africa
8 Indonesia Asia
9 Peru Latin America
10 Colombia Latin America

Source: AT. Kearney.

In 2017, India overtook China for
the top spot in AT. Kearney’'s
2017 Global Retail Development
Index, thanks to a more
favourable foreign investment
environment, stronger
economic growth, and rapidly
growing middle class.

By region, Asia is the new force
of growth - half of the countries
in the Top 10 list are in Asia.



Asian pacific retailers become more significant in the global retail scene

Changing share of Top 250 retail revenue, FY 2006 and FY 2016

Latin Africa/
America,
1.2%

FY 2006

Source: Deloitte Touche Tohmatsu Limited.

Latin
America,

1.4%

.

FY 2016

Africa/
Middle East,

According to Deloitte, retailers
based in North America
accounted for over 47% of the
total retail income of the Top 250
companies around the world in
2016.

It is noteworthy that the share
of Asia Pacific retailers grew
from 10.4% in 2006 to 15.4% in 2016,
while the share of European
retailers decreased from 39.4% in
2006 to 33.8% in 2016.
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ii. Trend of store closures persists

Facing stagnant sales and threat posed by e-commerce
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