Deloitte.

A brave new world
The retail profitability challenge

A six fold increase in e-commerce in the last decade has squeezed profits and rendered many retailers with larger store
portfolios than required. Due to a number of key negative cost pressures, operating margins could fall a further 3-5% in 2017.

Rising importance of e-commerce requires ongoing
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Perfect storm of cost pressures present potential for a

‘ Top line pressure as prices fall for past five years
3-5 percentage point fall in operating margins

Deflation in retail
British Retail Consortium Shop Price Index 2012-16
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As a consequence, it is likely that we will see greater differentiation in the market. Retailers are already responding to these
challenges but the question is - are they moving fast enough in the digital age?
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