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Executive Brief

Report. This independent report into online retail sales in 2014 to 2016 has been commissioned
by RetailMeNot, the world’s largest marketplace for digital offers, and carried out by the Centre
for Retail Research based in Nottingham, England. The report has been prepared by Prof ] AN
Bamfield, the Director of the Centre for Retail Research.

Coverage. The European countries researched for this study are France, Germany, Italy, The
Netherlands, Poland, Spain, Sweden, and the UK, with a combined population of 382.73 mn. The
U.S. population is 316.1 mn and Canada’s is 35.2 mn (2013-14 mid-year figures used throughout).

Billion. Reflecting international use the term ‘billion’ means here one thousand million or 10°.

Retail. By ‘retail’ is meant the sale of merchandise to the final consumer through stores and
online. It excludes food services, the sale of automobiles, gas/fuel, tickets, holidays, insurance,
banking irrespective of whether these are included in wider definitions of ‘retail’ used by online
sellers. This reflects ONS and OECD methodology as well as the Oxford Dictionary.

Online retail(ing). Transactions made at a distance using websites or direct electronic
communications including sales made to customers using ‘mobile computing’, primarily
smartphones and tablets.

Methods. The Centre has carried out international research into online spending for ten years.
Data from the following has been used to make these forecasts: government statistical sources
and analysts; telephone interviews with 100 major retailers from all types of business (20%+ of
national retail sales); and interviews with 1,000 consumers in each of nine countries into
consumer trends.

Online Sales 2014 and 2015
Total online sales in Europe were $214.11 bn in 2014, 18.4% higher than 2013. Sales in 2015 are
expected to be $253.98 bn (+18.4%).

The countries with the largest online sales in 2014 were: the UK ($72.91bn), Germany ($58.75bn)
and France ($42.77 bn). The smallest were: Poland ($5.80 bn), Sweden ($5.85 bn) and The
Netherlands ($8.25 bn). Online sales had grown by more than 10% everywhere in Europe.

The online share of the retail market (defined above as the supply of merchandise excluding
services) was a sales-weighted average giving a market share of 6.3% in 2013, growing to 7.2%
in 2014, rising to 8.4% this year. The highest market shares were: the UK (13.5%), Germany
(10.0%) and Sweden (7.6%) and market shares are expected to grow further in 2015 to reach
15.2%, 11.6% and 7.8% respectively, with France replacing Sweden in 2015 in third place with a
share of 8.0%.

German online retailers had a particularly successful year once again in 2014, enabling their
market share to reach 10.0%. The Netherlands online market has a relatively low rate of growth
(13.5% in 2014) but this is expected to increase to 16.8% in 2015.
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Online sales per head broadly reflect market share, with the highest sales per head in 2014
being found in the UK ($1,137.25), Germany ($728.85) and France ($647.76). Sales per head in
Italy, Poland and Spain were $144.56, $150.52 and $235.48 respectively. The average for Europe
was $559.41.

In 2014, there were 178.882 million online shoppers in Europe, 46.7% of the whole population,
including infants. Online sales per e-shopper were an average of $1,196.82in 2014 ($1,329.54 in
2015). The most e-shoppers proportionally were in Sweden (69.8%), the UK (65.5%) and France
(52.1%).

Mobile Online Retail. Mobile online is the fastest growing element of online retail, with more
than one-half views on some sites being mobile. Mobile online retailing, comprising both
smartphones and tablets, provided an average of 12.5% ($32.57bn) of online spending (ie
transactions, not visits) in 2014, which is expected to rise to 20.0% ($61.48 bn) in 2015. In 2015,
the countries with the largest mobile share of online spending are expected to be: the UK
(28.6%), Germany (27.7%) and Sweden (26.2%) and the lowest are expected to be Poland (13.9%)
and Italy (10.1%).

The use of tablets to make online retail transactions in 2014 increased by 130.8% and
smartphones by 121.6%: in 2015 the growth in use is expected to be 83.6% and 92.8%
respectively. Spending via tablets is expected to rise from $14.26 bn (2014) to $26.19 bn (2015);
smartphone transactions valued at $18.31 bn in 2014 will grow to $35.29 bn by the end of 2015.
However PCs will still produce online sales of $192.51 bn in 2015, but the growth in online sales
via PCs will be as low as 6.0% in 2015.

Comparison: The U.S. and Europe.

* U.S. online sales in 2014 were estimated to be $306.85 bn compared to Europe’s $214.11 bn
from a larger population. Canada’s online sales were US$20.82 bn. US online retail is
expected to grow significantly (but relatively more slowly than Europe) by 13.8% to a
$349.20 bn total in 2015 compared with Europe’s 18.4% growth rate to a new online total of
$253.98 bn.

* The U.S. market share of online retail in 2014 was 11.6% compared with the weighted
average for Europe of 7.2%. This is calculated on a like-for-like basis using the same
definition of ‘retail’ as in Europe (excludes services and products like car fuel that are not so
susceptible to being sold online to the final consumer). By 2015, the U.S. share is expected
to rise to 12.7% and Europe to 8.4%. Only the UK and Germany come near to the U.S.
market share: their 2015 market shares are predicted to be 15.2% and 11.6% respectively.
The online market share in Canada was 4.3% in 2014, rising to 4.8% in 2015, although the
extent to which Canadian online purchases of U.S. goods are recognised is unclear.

* Online sales per head in the U.S. were $970.78 in 2014 compared to $559.41 in Europe and
$591.59 in Canada.

* There were 181.5 mn online shoppers in the U.S., 178.9 million in Europe and 17.6 mn in
Canada. Sales per online shopper were $1,691.09 in the U.S., an average of $1,196.82 in
Europe and $1,185.06 in Canada.

* The average transaction value in the U.S. was $115.22, compared to $85.63 in Europe, and
$95.49 in Canada, although the average number of transactions was rather higher in Europe:
15.84 transactions per shopper in Europe, 14.68 in the U.S. and 12.41 in Canada.

* Mobile online retailing was more extensive in the U.S. with 18.7% of U.S. online retail
transactions being made using mobile devices in 2014, 12.5% in Europe and 11.3% in Canada.
Mobile online is forecast to rise in 2015 to reach 26.8% of total consumer spending in the
U.S., 20.0% in Europe and 16.2% in Canada. Spending on mobiles is forecast to rise in the U.S.
from $57.38 bn to $93.58 bn from 2014 to 2015, in Europe from $32.57 bn to $61.48 bn and
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in Canada from US$2.36 bn to $3.82 bn. The use of smartphones for online retail is expected
to grow faster in Europe than in the U.S. partly because smartphones are a valued substitute
in areas with poor broadband facilities.

Categorisation by Market. Online retail is a rapidly developing sector of the economy, which
employs 400,000 people in the U.S. alone. In broad terms there are three major categories:

* Mature online: the U.S., UK and Germany have high online market shares and a large
mobile sector: growth rates tend to be lower than in less-developed markets, although
this is not true of Germany.

* Mid-range online: France, Sweden and The Netherlands have market shares between
6.9% and 7.6%, and growth comes mainly from more intensive sales to existing
customers. Market shares will rise in the next few years placing them in the ‘mature’
category. Germany has already achieved this.

* Immature online: Spain, Poland, and Italy have comparatively underdeveloped online
structures and commercial network that are still not completed, there are low online
market shares and sales will occur as much from new online shoppers as from higher
spending existing customers. These countries are expected to achieve the highest rates
of online growth over the next few years. Canada is another exception in that the
technical infrastructure is good but interest in online retail has been less than expected
perhaps because of heavy carriage charges.

The Main Online Categories. The most important business categories for online retailers include:
books, DVDs and entertainment (25%-60% of the market); apparel and footwear (10.5%-18.0%);
and consumer electronics (8%-25%). Online grocery is still comparatively small, although food
and grocery represents 40% to 50% of total retail sales in most countries, but in Europe it is an
average of around 3.0% and in the U.S. 3.6%. Online grocery is expected to grow rapidly in
Europe (but less quickly in the U.S.) so shares may almost double by 2017. The drivers of this
trend are the commitment of the major grocers and the use of intermediate methods such as
click and collect or ‘drive’ in France to cut the costs of collection and improve convenience.

Effect on Bricks and Mortar Stores. The rapid growth of online sales means that sales in-store
will be negative in 2015 in all countries: -2.0% in the UK, -1.4% in Europe, -1.9% in the U.S. and
-0.4% in Canada

The Distribution Conundrum. Widespread perceived and actual failures in the UK online
distribution channel over Christmas 2014 as a result of planned peaks in demand show the
dangers of relying purely on outsourcing and not enough on flexible responses, such as the use
of click and collect. Delivery to home is an expensive mode of distribution and as online retailing
becomes even more successful, lower cost and more convenient methods of getting goods to
consumers or delivery points nominated by consumers (and handling returns) will assist the
sector to increase sales without costs rising disproportionately.

A Modus Vivendi between Online and Physical Stores. Online will continue to be simply one
channel of distribution rather than being the sole channel. Successful retailers will have
discovered how to operate online as a multi-channel or omnichannel business as well as
operating physical stores in a very competitive environment. This will probably mean accepting
that physical stores need to sell at near-internet prices. The retailer will approach customers
through several retail channels, communicate discounts or offers by SMS, email twitter or other
social media. The new retail (including online) will experiment with new store formats, use
location management to ensure that the store portfolio comprises suitable and attractive stores
to meet a changing retail environment and apply digital technology solutions in-store to
improve service, increase productivity and reduce costs.
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Part One
Methods and Issues

Introduction

Online retail or ecommerce has enjoyed a staggering rate of growth since 1995, when a
combination of telephone dial-up and sparsely-configured websites and shopping portals
allowed interested e-shoppers to purchase a limited range of goods online.

In most developed countries, online retail is now the most vigorous and rapidly-expanding
sector. It has already colonised the markets for books, entertainment, DVDs and music
and has a growing share of the markets for consumer electronics, travel, and apparel. It is
more successful in non-food than in food and in countries where the online share is 8% of
retail sales or more, ecommerce can represent a significant threat to bricks and mortar
retailers that have no online presence of their own.

Some bemoan the impact that online retail is having on the use of central spaces and
‘traditional’ retailing — and will increasingly have in the next few years — whilst others
welcome the new range of choices, convenience, product information and better prices
that online retailers are able to provide.

Online retail will, therefore, drive significant change in the retail sector as it grows further.

Approach

RetailMeNot, Inc., the leading digital coupon marketplace in the world, has commissioned
research from the Centre for Retail Research into the current size and the future
prospects of online retailing in 2015 and 2016 in ten countries (see Table 1).

The structure of this report includes a full assessment of online retail developments in the

European countries studied, followed by a comparison between Europe and the U.S. and
Canada.
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Countries Studied

The total population of the European countries studied is 382.73 million (2013-14 data),
the population of the U.S. (again in 2013-14) is 316.1 million and Canada’s population is
35.2 mn (Table 1). We have attempted to use comparable estimates rather than the most
up-to-date figures (daily rolling totals) for some countries and different estimates for
others.

The countries which are the objects of this study are as follows:

Table 1
Countries Surveyed
Country Population* (m)
UK 64.1
Germany 80.6
France 66.03
Spain 47.3
Italy 59.8
The Netherlands 16.8
Sweden 9.6
Poland 38.5
Europe 382.73
u.s 316.1
Canada 35.2
[population: 2013-14; source — each country’s
National Bureau of Census or National Statistics Office]
‘Retail’

‘Retail sales’ in this report means the sale of merchandise to the final consumer. It
excludes the sale of sale of food services, tickets, travel, automobiles, rentals, car parts,
fuel, hospitality services such as restaurants, cafes and coffee shops, and as far as possible
sales tax or VAT.

For the purposes of examining trends in online retail sales it is important to compare like
with like. Comparisons of online sales against fuel sales, restaurant or hospitality sales are
not apposite because these products are not normally sold online. Hence online retailing
is the sale of merchandise to the final consumer and items like tickets, tourism, rentals,
online banking, insurance, house sales or credit card use are not included in the definition
of online retail.

Some online national organisations include the online sales of tickets, holidays and
services when they announce online retail sales figures. These results are often termed

‘retail sales’ even though they include products and services that are not retail.

We have not adopted this report, but instead have stripped away any non-retail data from
online ‘retail figures’ in order that true comparisons can be made, (a) between the online
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sectors in different countries and (b) to establish the proportion of retail sales that are
made online rather than in stores.

By this definition, total retail or all-retail sales consist of sales through bricks and mortar
stores plus sales made online or by direct sales. Catalogue sales have been included within
online sales in accordance with contemporary trends in distance selling.

Statistical Estimates of Retail Sales

Statistical estimates of retail sales (or retail turnover) are made by national statistical
offices based on a representative sample of retailers and analysts. Initial estimates may be
published relatively quickly, but these are often amended six months or twelve months
later as more complete data is collected.

Sales estimates from bricks and mortar chains are relatively easy to collect because
multiple retail chains are well-established and known to the Census or statistical
authorities. Online sellers are more difficult to identify because they are less established,
a significant number are located in foreign countries — including many of the most
successful online retailers. Estimates provided by ecommerce trade bodies will tend to be
boosted by the inclusion of tourism, rentals and tickets so their estimates have to be
adjusted to ensure that only formal retail transactions are included. The level of sales
declared by online businesses can sometimes be diminished by the existence of separate
companies which are used to reduce their tax liabilities in higher-tax locations. This report
does not have a view about whether such practices are good or bad, simply that it may
mean that online sales in some countries are underreported by some online suppliers.

Differences between the data given in this report and information from other sources may
thus reflect differences in definition, in category, time-scales and interpretation. The data
provided here reflect good practice in making estimates of how consumers will allocate
their spending over the next two years.

This report deals solely with consumer choice and shopping intentions: the use of any
particular term or phrase is purely denotive and is not intended to carry with it any
political, social, economic or cultural implications.

Methods
This research draws on data from:

o Government statistical sources, national retail federations, and research published
by consultancies, analysts and researchers on the development of online retail.

o Telephone interviews with 100 major retailers drawn from all countries studied (all

types of business, both food and non-food) with extensive online businesses, both
‘pure play’ (internet-only businesses) and ‘multi/omnichannel (selling both online
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and through traditional stores and sometimes other channels such as catalogue).
These retailers are responsible for around 20% or more of national retail spending.

o The research has also benefitted from a series of interviews carried out in
partnership with an international research company into major trends into
consumer behaviour in six of the countries covered in this report.

Analysis

The data provided by respondents has been analysed by Professor Joshua Bamfield and
the consolidated results are provided in this report. Businesses responding to the
guestionnaire were promised confidentiality, both relating to the information they
provided and the names of the companies which provided information.

Interpreting the results

The results of this study are provided in good faith. However this is not a 100% survey of
the entire retail sector and every type of shopper in ten countries. The samples used
reflect companies of differing sizes and types of business and different categories of retail
shopper and, as such, are a satisfactory cross-section of retail businesses and retail
shoppers.

RetailMeNot, Inc. operates the world's largest marketplace for digital offers. The
company's websites enable consumers across the globe seeking to save money to find
hundreds of thousands of digital coupons and offers from retailers and brands. There
were more than 500 million consumer visits to its websites in the last 12 months. The
RetailMeNot, Inc. portfolio of coupon and deal websites includes RetailMeNot.com,
VoucherCodes.co.uk, ma-reduc.com, deals.com and Poulpeo.com.

The Centre for Retail Research, based in Nottingham England, carries out independent
research in a number of countries on customer spending trends, the changes in the retail
marketplace, the growth of online retailing and the impact of technology on retail
development in Europe and North America. The Centre has researched and reported on
trends in online spending in several countries for more than five years and its figures have
been used by OECD and major trade organisations. Its most recent publication is Retail
Futures 2018, which examines the changing structure of retail in the UK, which led to its
Director giving evidence to a UK Parliamentary Select Committee. The Centre's research
and views are quoted widely on radio and TV and by major newspapers. This Report has
been prepared by Professor J. A. N. Bamfield, the Centre’s Director.
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Part Two
The Scale of Online Retailing in Europe

Online Sales 2014
Figure 1 shows the estimated online retail sales in all the eight European countries
researched in the report with forecast sales in 2015 and 2016.

* The 2014 total Europe online sales were $214.11 bn (€156.28 bn) which is
expected to rise in 2015 to a new high of $253.98 bn (€185.39 bn) (+18.4%), and
$300.64 bn (€219.44 bn) in 2016.

* The sales increase of the whole retail industry (online and offline) is forecast in
2015 to be only 2.0% in Europe, significantly lower than the online growth rate.

Figure 1
Online Retail Sales 2014-2016 (forecast)
(in $ billions)
H 2016 ®2015 72014
97.68
UK 3
Germany
France
Spain
Italy
Netherlands
Poland
Sweden
$0.00 $20.00 $40.00 $60.00 $80.00 $100.00 $120.00
Annual Online Sales ($ billions), excluding tickets, vacations, autos, restaurants and
services
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* The average online market share in Europe in 2015 is expected to be 8.4%,
compared to 7.2% in 2014.

Online Market Trends by Country
Table 2 shows the online sales by country in the most recent full year, 2014, the growth
compared to 2013 and the 2014 market share.

Table 2
Online Retail Sales 2014
(values in billions)
Percentage sales Online share of the

Total online sales  increase over 2013 retail market
DOLLARS (billions) 2014 2014 2014
UK $72.91 15.8% 13.5%
Germany $58.75 25.0% 10.0%
France $42.77 16.5% 6.9%
Spain S11.14 19.6% 3.0%
Italy $8.64 19.0% 2.1%
Netherlands $8.25 13.5% 7.1%
Sweden $5.85 15.5% 7.6%
Poland $5.80 22.6% 2.8%
Europe $214.11 18.4% 7.2%*
[Note: figures may not sum correctly owing to ‘rounding’]

Sales-weighted averages *

UK. The UK had the largest online market share in 2014, 13.5% of the UK retail market
(12.1% in 2013) equivalent to $72.91 bn. This is expected to rise to 15.2% in 2015.

Germany. Germany is the second largest online market in Europe, although the gap
between Germany and UK online retailing is narrowing rapidly. Market share in 2014 was
10.0% (8.1% in 2013) or $58.78 bn (€42.88 bn) and is expected to achieve a share of 11.6%
in 2015 ($72.32 bn [€52.79 bn]). Online sales growth was 25.0% in 2014 and 23.1% is
expected in 2015.

France. France, whose online sector had up to now has been one of the fastest-growing in
Western Europe, grew by 16.5% in 2014 and is expected to grow by 17.0% in 2015. The
2014 sales figure was $42.77 bn (€31.22 bn).

Italy and Spain. These countries have immature online markets. There is no tradition of
catalogue sales (often cited as a factor in early adoption of online buying), the quality of
the postal and delivery systems is variable as is telephony, many consumers do not use
credit cards and the major retailers have tended to use websites, if at all, simply as
catalogues for people wishing to buy goods in-store. Although market shares have been
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historically low, the markets are now changing with Spain growing last year to achieve a
market share of 3.0% (511.14 bn [€8.13 bn]) and the Italian market also grew by 19.0% to
produce a market share of 2.1% ($8.64 bn [€6.31 bn]). The ownership of smartphones,
particularly in Italy, is expected to overcome some of Italy’s telephony problems with
broadband.

The Netherlands. Although the population of The Netherlands makes great use of the
internet, online retail sales there have grown less quickly than might have been expected.
2014 saw a boost of 13.5% in sales making the online share 7.1% of retail sales.

Sweden. Sweden, like The Netherlands, has a large number of internet users, but online
retailing has grown less quickly than is some other countries. Its online retail sales in 2014
are estimated to have been $5.85 bn and it had a market share of 7.6%.

Poland. Online retail in Poland has been growing quickly by 24% to 30% each year. The
online market share is currently 2.8% of retail and $5.80 bn of sales. High rates of online
growth are expected to continue, although in the lower 20% every year.

Reasons for the Growth in Online Sales

The massive (30% to 45%) rates of annual growth once seen in online sales have fallen in
most countries, because the market is large and is no longer being driven mainly by new
users, new retailers and comparatively small increases in the frequency of purchase.

Although the rates of online growth fell in most countries when the recession started,
online growth still continues at a rate many times higher than the growth of total retail
sales. Whilst the online growth rate may moderate, falling by say 2%-3% each year, it will
still normally be greater than 10% in markets where average retail growth in sales is
normally between 2% and 4% per annum.

How consumers respond to the existence of online retail varies between countries, as the
variance in national market shares and different rates of growth indicate. Spain, Italy and
Poland have immature sectors which are expected to grow quickly in the next few years.
In the UK, a mature sector, rates of online sales growth have tended to rise in the past
three years, even though many commentators predicted that annual growth would fall to
6% to 8% by now, and that online market share would stabilise at around 15% to 17% in
the 2018-20 period. The year 2014 has been rather better in both the UK and Germany
than was expected. Unlike several other countries the recession led to considerable
growth in online sales as consumers were attracted by lower prices, technology and
convenience. Until recently in the UK there has not been a tradition of discount chains
(although discounters have expanded rapidly in the past five years) so consumers affected
by squeezed incomes may well have turned to the internet to save money.

In Spain, which has seen a considerable decline in consumer spending of 10% compared
with 2008, the growing availability of online shopping has been seen as way of reducing
prices and has stimulated the use of online retailing. The retail market in Spain is now
growing again.
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Consumers respond in different ways. The recession has had a significant impact in
changing consumer behaviours, making them more price-sensitive and willing to use extra
channels. The structure of retailing is different in every country and the level and type of
response has varied from country to country.

Even though the economy in most countries is now improving there is no evidence that
shoppers will revert immediately to the habits of yesteryear and spend less online. On the
contrary now that most people have had some experience of online shopping its use is
being evaluated on the same, or better, terms than other more traditional channels of
distribution in malls, shopping centres and high streets. In any event, recent experience of
recession, negative growth or crises mean that comparatively few shoppers feel
supremely confident about the future and so they are likely to be careful about their
spending and choice of shopping channels for many years to come.

Evidence of this last point can be seen in the success of online shopping in the
Christmas/Holiday period 2014 in Germany, Sweden, the UK and the U.S. In both the UK
and the U.S. there was a large boost to online sales over Christmas, although figures for
the whole of December are not yet available. The Deloitte Holliday survey found 47% of
shoppers stating that the internet was their favourite shopping destination compared to
37% preferring conventional stores (Holliday, 2013). Online therefore in some contexts is
moving from being an additional retail channel to being positively preferred by a
significant proportion of shoppers.

The Growth of Broadband Technology in Europe and the U.S.

A recent Pew survey into the use of home broadband in the U.S. (Zickuhr and Smith, 2013)
shows (Figure 2) the way broadband has rapidly taken over the U.S. market for internet
access in ten years, rising from 3% in June 2000 to 70% at the time the survey was carried

Table 3
Percentage of Households with Broadband mid-2014

Percent

Broadband

UK 88%
Germany 87%
France 78%
Spain 73%
Italy 71%
Netherlands 87%
Sweden 87%
Poland 71%
Europe 80%
us 70%
Canada 97%

[source: OECD, 2014a; Eurostat, 2014]
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out. Dial-up internet reached a high point of 41% of users in 2001, but now is only 3%.
Similar trends have been seen in Europe, where 80% of home installations use broadband.

The EU’s Digital Agenda for Europe (European Commission, 2013) showed that most
countries in this survey had 99%-100% broadband coverage available to households but
only by including satellite broadband. Poland had 71% coverage. Rural areas, as might be
expected, were less likely to have broadband coverage: DSL broadband was available for
92.9% of households, but only 76.3% of rural communities. These percentages relate to
availability and not actual use.

Broadband and Internet Users 2014. Actual use of broadband is shown by Table 3.

In Europe 80% of households (families, whether married or not) had broadband (including
mobile broadband) and 83% were internet users. Sweden, The Netherlands, the UK, and
Germany had a high rate of broadband (87% or more), and a high rate of internet use. In
contrast the U.S. proportion of broadband (70%) was associated with 90% of households
using the internet. Canada had the highest installed rate of broadband (97%), only 87%
were internet users and its online share of retailing was lower than most countries
analysed in this report. The availability of high speed communications do not necessarily
lead to a high rate of digital engagement or a large growth in online retailing.

In addition to broadband, smartphones and tablets are also used to carry out online
shopping over mobile networks as well as broadband. Thus the availability of high-speed
communications to carry out browsing and making transactions may be even greater than
Table 4 suggests.

Proportion of Internet Users. The average proportion of internet users is 83% in Europe
and 90% in the U.S. (see Table 4). The highest rates can be seen in Sweden (96%), The
Netherlands (95%), the UK (92%) and the U.S. (90%) and the lowest rates are found in
Italy (66%) and Poland (68%). However there may well be differences in coverage and
methodology between the U.S. data and the European Commission surveys.

13 Centre for Retail Research



Research Report
Online Retailing in Europe, US & Canada, 2015-2016

Table 4
Fixed Broadband Use and Internet Users 2014

Percentage of

Installed Home Internet

Broadband users

UK 88% 92%
Germany 87% 87%
France 78% 86%
Spain 73% 76%
Italy 71% 66%
Netherlands 87% 95%
Sweden 87% 96%
Poland 71% 68%
Europe 80% 83%
u.s. 70% 90%
Canada 97% 87%

[sources: World Bank, European Commission, 2014]

The Number of Online Shoppers

The number of European online shoppers (Table 5) is estimated to be 178.882 mn, 46.7%
of the entire population (including children). The highest proportion of e-shoppers was in
Sweden (69.8%), followed by the UK (66.5%) and France (52.1%). In the U.S., 57.4% of its
population bought goods online. In Canada the proportion of e-shoppers was 49.9%.

Table 5
Online Shoppers by Country, 2014
Total e- Total e-shoppers as %
shoppers Population of population
(millions) (millions)
UK 41.992 64.1 65.5%
Germany 40.700 80.6 50.5%
France 34.390 66.03 52.1%
Spain 15.000 47.3 31.7%
Italy 12.000 59.8 20.1%
Netherlands 8.300 16.8 49.4%
Sweden 6.700 9.6 69.8%
Poland 19.800 38.5 51.4%
Europe 178.882 382.730 46.7%
u.S. 181.461 316.1 57.4%
Canada 17.572 35.2 49.9%

14 Centre for Retail Research



Research Report
Online Retailing in Europe, US & Canada, 2015-2016

Part Three
Online Retail Actuals and Forecasts 2013-2016

Online: The Fastest Growing Sector of Retail

Total retail spending online rose in Europe from $180.32 bn (€131.61 bn) in 2013 to
$214.11 bn (€156.28 bn) in 2014 (Table 7), an increase in total sales of 18.4%, as forecast
last year. We expect the strong annual rates of growth to continue to at least 2016 with
only marginal changes from year to year (see Table 6). Because online retail sales mostly
occur as a result of switching from buying in-store to buying electronically online retailing
has been much less affected by national changes in economic circumstances. Nonetheless
there are clear differences in each country’s use of ecommerce, which are quite difficult
to explain.

Table 6
Increases in Online Sales 2012-2016

Annual Online Sales Increases by year

2013 2014 2015 2016
UK 16.8% 15.8% 16.2% 15.3%
Germany 39.2% 25.0% 23.1% 22.4%
France 12.0% 16.5% 17.0% 17.4%
Spain 22.5% 19.6% 18.6% 18.6%
Italy 18.6% 19.0% 19.0% 19.7%
Netherlands 11.6% 13.5% 16.8% 16.5%
Sweden 15.9% 15.5% 15.5% 16.8%
Poland 24.0% 22.6% 21.0% 22.5%
Europe 20.1% 18.4% 18.4% 18.7%

This increase will be achieved mostly at the cost of stores-only retailers. This year (2015)
internet sales are expected to rise by 18.4%, but sales growth experienced by all retailers
(including inflation) will be an average of 2.0% this year, hence stores-only retailing will
decline by -1.4% in 2015 throughout the eight European countries.
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Figure 2 shows the online market share in each country. In 2014, the UK, Germany and
Sweden had the largest online shares of their retail markets, at 13.5%, 10.0% and 7.6%
respectively. The ranking in 2015 is expected to be similar, with shares of 15.2%, 11.6%
and 7.8% respectively. Note that the anticipated growth of online retailing in the UK to
15.2% does not mean that online retailers there have a magic formula: in fact UK online
growth in 2014 and 2015 has been below the European average (15.8% and 16.2%). When
online retailing achieves a certain critical mass in a country, the magic of the Law of Big
Numbers (compound interest on an already large market share will mean that its market
share may well increase significantly every year even though its percentage growth is no
longer inspirational.

However note also the German position, where exceptional — and continuing - rates of
growth of online sales (25.0% and 23.1% in 2014 and 2015) combined with a substantial
market base have increased its market share from 5.9% in 2012 to 10.0% in 2014 and an
expected 11.6% in 2015.

Figure 2
Online Percentage Market Share by Country 2014 and 2015 ® 2015
2014
UK 15.2%
Germany
Sweden
Europe av

Netherlands
France
Spain
Poland

Italy

0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0% 16.0%

Percentage of Retail Sales, excluding vacations, autos, gas, & tickets
* sales weighted transactions

Forecast Internet Sales 2013 to 2016
Table 7 shows the estimated and forecast values of online retail sales between 2013 and
2016 by country. Naturally the 2014 figures are also estimates because the final data will
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not be available for some months. A few changes have been made compared with last
year’s report to reflect actual differences in performance. These figures relate to retailing
only, excluding services.

Total online sales in 2014 were $214.11 bn (€156.28 bn) and are expected to rise to
$253.98 bn (€185.39 bn) this year and to $300.64 bn (€219.44 bn) in 2016.

The forecasts for each country are given in Table 7.

Table 7

Internet sales 2013-2016

DOLLARS Bn 2013 2014 2015 2016
UK $62.97 $72.91 $84.72 $97.68
Germany $46.99 $58.75 $72.32 $88.52
France $36.72 $42.77 $50.05 $58.76
Spain $9.32 $11.14 $13.21 $15.66
Italy $7.26 $8.64 $10.29 $12.32
Netherlands $7.26 $8.25 $9.63 $11.22
Sweden $5.07 $5.85 $6.75 $7.89
Poland $4.73 $5.80 $7.01 $8.59
Europe $180.32 $214.11 $253.98 $300.64

Online Sales Growth Rates by Country
High rates of online growth in 2014 were seen in Germany, Spain, Italy and Poland (Table
8). The average growth rate was 18.4% in 2014, which is expected to continue this year

Table 8
Increases in Online Sales 2014-2016,
against previous year

2014 2015 2016
UK 15.8% 16.2% 15.3%
Germany 25.0% 23.1% 22.4%
France 16.5% 17.0% 17.4%
Spain 19.6% 18.6% 18.6%
Italy 19.0% 19.0% 19.7%
Netherlands 13.5% 16.8% 16.5%
Sweden 15.5% 15.5% 16.8%
Poland 22.6% 21.0% 22.5%
Europe * 18.4% 18.4% 18.7%

(* sales weighted)
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and to increase slightly to 18.7% in 2016. The German pace of online growth is expected
to slow somewhat, though still an impressive 22.4% in 2016) and the rates of growth in
France, The Netherlands and Sweden are likely to become more robust by 2016. At the
same time, growth rates in Spain will fall back a little and in Italy are expected to increase
as online retailers provide a wider range of items and the national infrastructure improves.

In last year’s report we estimated that 2014 would show an online growth rate of 18.1%
and 17.5% in 2015. We feel the actual outcomes for 2014 and 2015 will be growth of
18.4%, with British online retailers doing rather better than expected and the German
market forging ahead much more strongly than forecast.

The Online Share of Retail Trade

As online sales are growing faster than total retail sales in every country in the survey, it
follows therefore that online market shares are rising in all the countries analysed. For the
European countries observed, the weighted average has growth from 5.3% in 2012 to 6.2%
in 2013, 7.2% in 2014 and an expected 8.4% in 2015 (Table 9). We expect that the online
market share in aggregate in these eight countries will exceed 10% by 2017.

As noted earlier a consistent definition of retail has been used throughout and sales of
fuel/gasoline, automobiles, food services, vacations, tickets and other services have been
excluded.

In the three years, 2013 to 2015, the rank order by country of online shares has remained
fairly constant and this is expected to continue. However an improvement in the rate of
growth of the French online sector is expected to enable the sector to gain a market share
of 8.0% in 2015, just beating the Swedish online sector for third place.

Table 9

Online Share of Total Retail Trade
2013-2015

2013 2014 2015
UK 12.1% 13.5% 15.2%
Germany 8.1% 10.0% 11.6%
France 6.0% 6.9% 8.0%
Spain 2.5% 3.0% 3.5%
Italy 1.8% 2.1% 2.5%
Netherlands 6.3% 7.1% 7.4%
Sweden 6.8% 7.6% 7.8%
Poland 2.4% 2.8% 3.3%
Europe 6.2% 7.2% 8.4%
u.s. 10.6% 11.6% 12.7%
Canada 4.1% 4.3% 4.8%

[Consistent definition of retail trade excluding services, auto sales, and fuel/gasoline]
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The U.S. share of retail trade that is carried out online is shown to have grown from 10.6%
in 2013 to a forecast 12.7% in 2015. Many U.S. analysts such as Forrester and comShare
state that the U.S. online share is only now comfortably more than 10.0%. However the
figures in Table 9 and Table 17 are measured differently: in Europe retail trade excludes
automobiles, food services, and fuel to concentrate only on merchandise that is capable
of being traded online. We have applied the same definition to U.S. online retail sales that
is used for European and this has increased the U.S. share of its own market by about 16%.
This is discussed further in relation to Table 17.

Online Sales per Head

Online sales calculated per head of the population is expected to rise from an average of
$559.41 (€408.33) in 2014 to $663.61 (€484.39) in 2015 (Table 10). There are slight
differences with the Table in last year’s report reflecting differences in outcome. For
example, the German sales per head in 2014 is now given as $728.85 (€532.01) rather
than last year’s $700.06 (€510.99) because the actual outcome was greater in Germany
than originally forecast.

The UK, Germany and France have the highest online sales per head of the European
countries studied (Table 10).

Table 10

Internet sales per head 2014 to 2016

DOLLARS 2014 2015 2016
UK $1,137.25 $1,321.69 $1,523.88
Germany $728.85 $897.13 $1,098.04
France $647.76 $757.93 $889.88
Spain $235.48 $279.51 $331.35
Italy $144.56 $172.06 $205.73
Netherlands $490.91 $573.28 $667.88
Sweden $609.36 $704.97 $823.42
Poland $150.52 $182.20 $223.12
Europe * $559.41 $663.61 $785.49
weighted

Internet Sales per Online Shopper

We estimate that there were 178.882 mn online shoppers in 2014 in the eight European
countries studied, an increase of 2.1% compared to the previous year’s 175.19 million
(Table 11).

Sales per shopper naturally varied between countries.
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The UK had the higher sales per shopper in 2014 ($1,736.00), followed by Germany
(51,443.38) and France (51,243.71). The weighted average for all eight European countries
was $1,196.82, which is expected to rise by the end of 2015 to an average of $1,329.54.

Table 11 Internet sales per shopper 2013-2015

Sales per Sales per Increase in sales
Number of e-shopper e-shopper per shopper

DOLLARS e-shoppers 2014 2015
UK 41.992 $1,736.00 $1,903.33 9.6%
Germany 40.700 $1,443.38 $1,658.75 14.9%
France 34.390 $1,243.71 $1,372.89 10.4%
Spain 15.000 $742.54 $808.59 8.9%
Italy 12.000 $720.39 $786.60 9.2%
Netherlands 8.300 $993.66 $1,074.42 8.1%
Sweden 6.700 $873.11 $952.94 9.1%
Poland 19.800 $292.69 $334.21 14.2%
Europe* 178.882 $1,196.82 $1,329.54 11.1%

Average Transaction Values and Numbers, 2013 and 2014

Table 12 shows that the average value per transaction in Europe was estimated to be
$85.63, falling slightly in 2015 to $84.73. In contrast the average number of transactions
was 15.84 in 2014, expected to be almost 18 (17.78) by the end of 2015. Shoppers were
obviously buying more online, but paying on average a little less. Naturally unless postal
charges are very high, buying more online may well involve lower cost items. The highest
transaction values in 2014 were found in Sweden ($92.90), the UK ($92.54), and The
Netherlands ($88.73) and the lowest value in Poland. In 2013, the average number of
online retail transactions per shopper in Europe was 13.33, rising to 15.84 in 2014 and
expected to be 17.78 in 2015.

Table 12

Online Sales, Average Transaction Value and Average Number of

Transactions pa per head 2014 and 2015

DOLLARS Av. Transaction Value Av. No. of Transactions
2014 2015 2014 2015

UK $92.54 $89.76 18.76 21.20

Germany $85.41 $87.35 16.90 18.99

France $82.61 $81.13 15.06 16.92

Spain $70.16 $68.50 10.58 11.80

Italy $69.46 $70.19 10.37 11.21

Netherlands $88.73 $86.08 11.20 12.48

Sweden $92.90 $91.49 9.40 10.42

Poland $64.69 $66.17 4.52 5.05

Europe $85.63 $84.73 15.84 17.78

* weighted
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Part Four
Mobile Online Retailing in Europe

The growing Importance of Mobile Spending

Mobile browsing and online spending, using smartphones and tablets, has grown
considerably in the past three years. Christmas/Holidays 2014 saw a considerable growth
in mobile browsing: many UK and U.S. retailers contacted found that more than 50% of
website visits were made from shoppers’ tablets or smartphones.

Table 13 shows that mobile ownership is high in Europe, with every 100 people owning an
average of 126.3 mobile phones. An average of 60.4% of the population of Europe now
owns a smartphone, and in Sweden and the UK more than 70% have a smartphone. IN
Europe an average of 45.7% of the population had visited a retail site in the previous
three months (more than 59% in the UK, Germany, The Netherlands and Sweden) and in
the U.S. 74.0% and Canada 59.0%.

Table 13
Smartphone and broadband subscriptions 2014

Broadband, Smartphone and Retail Use

Proportion Mobile Smartphone Percentage of Percentage

of house- subscriptions* Accounts as households that Accessing a

holds with as percentage percentage of use Internet Retail Site in

Broadband of population population Previous 3
months
UK 88% 130.1% 74.0% 92% 72.0%
Germany 87% 119.0% 64.7% 87% 61.0%
France 78% 105.2% 55.3% 86% 49.0%
Spain 73% 114.0% 64.5% 76% 28.0%
Italy 71% 158.9% 51.3% 66% 15.0%
Netherlands 87% 130.9% 62.8% 95% 59.0%
Sweden 87% 141.8% 74.9% 96% 62.0%
Poland 71% 130.2% 41.6% 68% 24.0%
Europe 80% 126.3% 60.4% 83% 45.7%
u.s. 70% 96.7% 69.2% 90% 74.0%
Canada 97% 81.4% 67.3% 87% 59.0%

[* mobile subscriptions and pre-pay cards]

[source: OECD, 2014, OECD Key ICT indicators, World Bank and Eurostat]

21 Centre for Retail Research



Research Report
Online Retailing in Europe, US & Canada, 2015-2016

The widespread use of smartphones has meant that it has been easier to browse retailers’
websites using a mobile and this in turn has required that retailers should make their
website more suitable for mobiles. The development and sale of large-screen mobiles
including the Apple iPhone 6, the Samsung Galaxy S5, and HTC One makes explicit what
was already implicit: smartphones are no longer convenient telephones, but miniature
computers with screens large enough to be able to view catalogues on websites, video
and complete retail and other transactions. The relative costs of smartphones have fallen
generally, and new entrants into the French market (especially Wiko) have shown that
they are not necessarily more expensive than functional mobiles. The trend towards
smartphones capable of being used for shopping is therefore irresistible. The rapid growth
in the use of mobiles to search retailers’ websites and, to a lesser extent, to complete
transactions there, has been one of the main features of the past two years.

A second feature of mobile telephony has been the rise of tablets. Shipments of tablets
now exceed those of PCs. A recent UK Ofcom (2014) report showed that for people that
use a tablet and a smartphone, the most-preferred way of getting on to the internet were:
tablet 33%, smartphone 27%, and laptop 28%. These figures do not relate to retailing per
se but show how tablets have become a computer substitute. The use of tablets for
shopping has grown significantly in the past two years, helped by the fact that their wide
screens find it easier to navigate retail websites and online catalogues than
conventionally-sized smartphones. Tablets are increasingly used at home, often in the
living room, to buy goods and may be preferred to smartphones when purchasing
expensive or bulky items for the home: the large screen allows minute examination of the
whole product. In contrast smartphones are more likely to be used for an individual
known product, such as a DVD, book or download, or purely for convenience when out
shopping. The use of tablets on the move has been facilitated by the availability of wi-fi by
retailers, cafés and in some central business districts, but whilst most people carry their
smartphone with them literally everywhere they are less likely to do where tablets are
concerned (Poulter, 2014a).

Table 14

Sales Growth in Online Retailing by Device 2014 (against 2013)

Tablet Smartphone

PCuse Mobile Use Use Use

UK +4.1% +125.6% +138.0% +117.2%
Germany +14.4% +130.8% +125.5% +134.9%
France +9.3% +128.6% +141.3% +117.4%
Spain +14.6% +105.4% +72.2% +136.8%
Italy +15.1% +114.3% +111.1% +116.7%
Netherlands +7.6% +103.0% +123.1% +90.0%
Sweden +5.3% +118.2% +128.6% +110.5%
Poland +18.2% +112.5% +133.3% +100.0%
Europe +9.4% +125.5% +130.8% +121.6%

Table 14 shows the growth in the use of different appliances to access the internet for
online retailing sales in 2014 compared to 2013. The main growth, as can be seen, was in
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mobile devices, which grew by 125.5% compared to PC use which grew on an average of
only 9.4%. Tablet use grew by 130.8% and smartphone use by 121.6%.

The countries with the largest growth in mobile online sales are Germany (+130.8%),
France (128.6%), and the UK (125.6%). Growth in online sales made using tablets in 2014
was 130.8% and on smartphones 121.6%, so both types of mobile device benefitted from
the growth of this market. Tablet use grew more than smartphones in France, the UK,
Poland, Sweden and The Netherlands, whilst in Spain, Germany and Italy (only marginally)
smartphone growth exceeded sales growth using tablets

In 2015 it is expected that high mobile growth will continue, bringing the mobile share of
online sales from 12.5% in 2014 to 20.0% in 2015 (Table 15). This year however it is
expected that the gains of mobile use will be more evenly shared, with tablets increasing
online sales by 83.6% and smartphones by 92.8%. This will result from the greater use of
apps, additional security features and easier payment methods. In contrast to the growth
in mobile, the average increase in online sales using PCs is only 6.0%.

Table 15

Sales Growth in Online Retailing by Device 2015 (against 2014)

Tablet Smartphone

PCuse Mobile Use Use Use

UK +2.0% +77.8% +75.6% +79.4%
Germany +7.0% +103.1% +96.4% +108.0%
France +7.2% +90.5% +63.5% +116.6%
Spain +10.4% +97.4% +132.3% +73.3%
Italy +15.2% +68.9% +100.0% +46.2%
Netherlands +7.3% +92.5% +110.3% +78.9%
Sweden +2.5% +79.2% +81.3% +77.5%
Poland +13.4% +108.8% +121.4% +100.0%
Europe +6.0% +88.8% +83.6% +92.8%

Table 16 gives a breakdown of online spending by country, currency and device. This table
relates to transactions made on a mobile or PC, acknowledging that a much larger share
of pre-transaction browsing, comparing prices, and checking stock and delivery options is
being done using mobiles. Indeed mobile is still mainly a discovery took which shoppers
use to collect information, but the final transaction often happens in another channel,
offline or online.

Analysts have enough experience in forecasting the growth in online sales, but the growth
of smartphone and tablets is more complex, dependent as it is on consumer attitudes
about convenience and safety as well as the ability of retailers to create mobile-friendly
websites that are secure. Ultimately, the development of mobile retail transactions will
depend on consumer experience and whether it is satisfactory enough to tell others and
to repeat the experience. Bad publicity may well restrict the growth of mobile retailing.
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