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Executive Summary

In the past few years, the holiday shopping season has become much more digital. Consumer
demands for expedited services have only increased, putting pressure on retailers to stay

on top of buying trends in real-time while also delivering personalization and fast fulfillment

at scale.

Still, many consumers value a traditional holiday shopping experience. It's now on brands and
retailers to meet consumer needs while also maintaining the spirit of the holidays.

This report explores what challenges and opportunities brands and retailers are facing as they
enter the 2023 holiday shopping season. Here, readers will find key benchmarking data as
well as insights directly from retail leaders on topics like strategy, technology, digitization, and
customer experience.
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About the Respondents

The WBR Insights research team surveyed 100 retail leaders from across the U.S. and
Canada to generate the results featured in this report.

What is your seniority?

® 5% C-Suite

35% Vice President
14% Department Head
46% Director

What type of retailer
do you represent?

® 9% Apparel

and Appliances

® 8% Specialty Retail
® 8% Health & Beauty

8% Food & Beverage
© 7% Department Stores
7% Entertainment, Food,

and Travel

7% Home Furnishing
7% Sporting Goods
7% Supermarkets
7% Toys & Hobbies
7% Auto & Transportation
6% Pet & Animal
4% Telecommunications

® 8% Hardware, Electronics,

-

What is your annual revenue?

16%
16%
16%
17%
17%
18%

$50 million to $100 million
$100 million to $250 million
$250 million to $500 million
$500 million to $1billion

$1 billion to $10 billion

More than $10 billion

What is your role?

16%
15%
15%
14%
12%
9%
9%
8%
2%

IT

eCommerce
Operations

Finance

Digital

Customer Experience
D2C

Innovation
Transformation

The respondents are directors (46%), department heads (14%), vice presidents (35%), and

C-suite executives (5%).

The respondents occupy various roles within their organizations, including IT (16%),

eCommerce (15%), operations (15%), and finance (14%), among others.

Various types of retailers are represented in the study, including those that sell apparel (9%),
hardware, electronics, and appliances (8%), specialty products (8%), health and beauty products
(8%), and food and beverage products (8%), among others.

Most of the respondents (52%) represent companies that make more than $500 million in
annual revenue. This includes 18% of the respondents who represent companies that make

more than $10 billion in annual revenue.
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Key Insights ............................................................. :

AMONG THE RESPONDENTS:

57% rate their organization’s level of preparedness for the upcoming holiday
shopping season as “good.”

so% expect 50% or more of their sales to be digital or eCommerce sales during
this year’s holiday shopping season. However, none expect all their sales
to be digital.

« Among respondents who say at least half their sales will be digital, 50%
are only somewhat confident, and 12% are not very confident in their
current eCommerce platform.

are devoting 25% to 49% of their annual marketing budget to this year’s
holiday shopping season.

say competing against new retailers, eCommerce sites, and non-traditional
sellers is one of the most significant challenges their organizations face in
this year’s holiday shopping season.

believe they have the tools and resources they need to support consumer
demands this year.

use Al in their UX optimization strategies, while 51% are prioritizing it.

have not made investments in their digital commerce technology platforms
that might drive a more successful holiday shopping season.

« Among these respondents, 45% say the reason is that their investments
from prior years are still coming to fruition.
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Pressure Mounts from Inflation,

New Competitors, and Demand Prediction -

The retail industry has contended with unprecedented challenges over the past few holiday
shopping seasons. With concerns around the COVID-19 pandemic beginning to subside,
many brands are working to address other changes in the industry, including economic
disruptions and shifts in consumer behavior.

Consumer eCommerce has become one of the most important channels for retailers during
the holiday period. It is also one of the most competitive, as even small start-ups and DTC
departments can compete online through excellent UX design and personalization.

At the time of the study, retailers were already making preparations for this year’s holiday
shopping period.

How would you rate your organization’s level of SOEE

preparedness for the upcoming holiday shopping
season this year?

® 17% Exceptional—We're ahead of or have
advantages over our competitors.

® 57% Good—We're prepared, but not more than
our competitors.

® 25% Needs Improvement—We're falling behind
our competitors.

® 1% Poor—We are unprepared or only just
beginning to prepare.

At 57%, most of the respondents say their organizations’ level of preparedness for the
upcoming holiday shopping season is “good.” They’re prepared, but no more so than
their competitors. Only 17% consider their level of preparedness “exceptional,” meaning
they are ahead of their competitors regarding their customer experience, digital shopping,
merchandising, and marketing strategies.

Among those respondents who say their level of preparedness needs improvement or is poor,
many say they are struggling with demand predictability.

According to a VP of customer experience at a home furnishing brand, “The biggest challenge
is that customers chase only the holiday shopping season for discounts on purchases. Demand
and inventory remain highly volatile during this season.”
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Pressure Mounts from Inflation, New Competitors, and Demand Prediction

Similarly, a VP of operations from a hardware, electronics, and appliances brand says,
“International and domestic economic inconsistencies are making it difficult to predict the
holiday demand.”

” o«

Other respondents in this category also cite “customer behavior,” “accurately managing
inventory,” and “unpredictability in market demand” as significant challenges.

Although some of these aspects of the shopping season, namely economic factors, will be outside
of the respondents’ control, they may be able to resolve some issues with demand forecasting
using data analytics. They could also take steps to improve visibility and flexibility within the supply
chain, so they can route products to key locations quickly during times of high demand.

What percentage of your retail sales do you expect to be digital or eCommerce sales this holiday shopping season?

1% to 24% 25% to 49% Roughly 50% 51% to 74% 75% to 99%

For example, the respondents expect much of their holiday shopping business to come from
eCommerce this year, so products could be routed to strategic warehouses and other locations
where demand is high.

Specifically, 50% of the respondents expect roughly 50% or more of their retail sales to be
digital or eCommerce sales during this year’s holiday shopping season. Supporting these sales
will require significant investments in logistics and the supply chain, and regional data could
shed some light on potential demand.

24
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Pressure Mounts from Inflation, New Competitors, and Demand Prediction

There was also a notable decrease in eCommerce sales expectations this year compared to
last year. In 2022, 56% of the respondents believed that roughly 50% or more of their sales
during the holiday shopping season would be eCommerce sales. This change is likely due, at
least in part, to the re-opening or retail stores and diminishing concerns about the pandemic
among consumers.

Nonetheless, many retail companies are focused on preparing their digital stores and
eCommerce platforms for a significant influx of customers.

Since you said that at least half your sales during this year’s holiday shopping season will be digital, how confident
are you that your current eCommerce platform can help grow your business, simplify omnichannel execution, and
personalize customer experiences?

Very confident Somewhat confident Not very confident

Among the respondents who expect 50% or more of their sales to be digital this year, more
than one-third (38%) are very confident about their current eCommerce platforms. However,
50% say they are only somewhat confident that their current eCommerce platforms can help
them grow their businesses, while 12% are not very confident.

Most eCommerce platforms will be stressed by increased demand during the season, and
peaks in demand can be difficult to predict. While most businesses can expect high rates
of visitors on days like Cyber Monday, they must be able to reallocate computing resources
quickly throughout the holiday months.

elail Insights V VTEX I monetate
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Pressure Mounts from Inflation, New Competitors, and Demand Prediction

By your estimate, what percentage of your organization’s annual marketing budget are you devoting to this year’s
holiday shopping season?

Less than 25% 25% to 49% Roughly 50%

Furthermore, eCommerce competition is fierce, and consumers aren’t as loyal to individual
retailers as they once were. Sellers that can provide consumers with an optimal digital
shopping experience, as well as great discounts or promotional offers, will be in a better
position to capture sales.

Most retailers recognize the importance of the holiday shopping season, so they are allocating
a significant amount of money and resources to the period. These include staffing resources,
but also computing resources and funds for marketing initiatives.

According to the study, most of the respondents (74%) will allocate 25% to 49% of their annual
marketing budgets to the holiday shopping season. Another 7% will devote roughly 50% of
their marketing budgets to the season.

This is a significant decrease in marketing budget allocation compared to last year. In 2022,
62% of the respondents devoted roughly 50% of their marketing budgets to the holiday
shopping season, while 20% devoted 51% to 75%.

Last year, many retailers were attempting to make up for drops in sales caused by
economic factors like inflation, as well as the COVID-19 pandemic. This year, retailers
demonstrate that the holiday shopping season is still important, but they aren’t investing as
much in terms of marketing.
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Pressure Mounts from Inflation, New Competitors, and Demand Prediction

What are the three most significant challenges your organization faces in this year’s holiday shopping season? .

Competing against new retailers, eCommerce
sites, and non-traditional sellers (e.g., DTC sellers)

Contending with economic and market
challenges like inflation and uncertainty

Accurately predicting volume
and demand at peak times

Preventing fraud and theft

Delivering personalized omnichannel
.

shopping experiences to customers .
.

Acquiring new customers who haven'’t o, .
ShOpped belele .

Securing customer data and ensurin
ance wi | ore 24% :
compliance with relevant privacy regulations (o] .

Implementing new digital
technologiesin time and at scale

Meeting customer delivery
and fulfillment expectations

Continuing to grow while remaining profitable

Furthermore, retailers are facing some significant challenges this year that may require more
of their resources to be diverted from marketing. For example, 57% of the respondents say
competing against new retailers, eCommerce sites, and non-traditional sellers like DTC
sellers is one of the most significant challenges they face. In many cases, competing against

these players will require investments in the online user experience, data analytics, and
personalization, which don’t strictly fall under marketing parameters.
The two other top challenges retailers identify are economic challenges like inflation and
uncertainty (44%) and accurately predicting volume and demand at peak times during the
season (39%). The latter challenge aligns with what many respondents mention in their verbal :
responses relating to demand predictions. :
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Retailers Are Confident in Their

Technologies but Lack AI Capabilities -

Data technologies are now critical for retailers during the holiday shopping season

for several reasons. Most importantly, retailers must be able to personalize online
shopping experiences as much as possible, providing shoppers with plenty of incentives
to make purchases.

However, data technologies are also crucial to internal operations. Retailers can use data
analytics tools to forecast demand for specific products, which allows them to shift resources
to important locations during times of peak demand. Similarly, eCommerce technologies that
monitor online traffic can enable companies to reallocate computing resources during high-
traffic periods so their eCommerce sites stay operational.

In your view, does your organization have
the tools and resources it needs to support
consumer demands this year?

® 87% Yes

® 13% No

Most of the respondents (87%) agree that they have the tools and resources they need to
support customer demands this year. Although many respondents have voiced concern about
predicting demand during the holiday shopping season, almost all of them feel that they have
the technologies in place to respond.

Most retailers will leverage a combination of technologies to support demand. These include

inventory management systems, which allow them to keep track of stock levels in real-time and

automate re-ordering, as well as standard CRM software. This year, some retailers may even
be using artificial intelligence in some capacities, whether it's to handle customer inquiries or
analyze data from multiple sources to identify trends.

elail Insights V VTEX I monetate
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Retailers Are Confident in Their Technologies but Lack AI Capabilities

Do you collect and use behavioral
data for website visitors that does
not require personally identifiable
information (PII)?

Do you currently use
Al in your UX optimization
strategy?

® 7% Yes

® 51% No, but this is something
we’re prioritizing.

® 42% No, and this is not
something we are
prioritizing at this time.

® 37% Yes

® 35% No, but this is something
we're prioritizing.

® 28% No, and this is not something
we are prioritizing at this time.

For example, some Al solutions now enable retailers to collect and analyze behavioral data
from website visitors to generate insights. Although this practice is immensely useful for
retailers, some consumers are concerned about corporate data collection practices, especially
those that depend on personally identifiable information (PII).

Currently, more than one-third of the respondents can collect and use behavioral data that
does not require Pll. More than one-third still depend on PII, but they say they are prioritizing
collecting behavioral data that doesn’t depend on it.

Achieving this capability will be an important step toward winning customer trust in the future.
Despite the usefulness of Pll, most digital shoppers would likely prefer retailers to gain insights
without them having to submit sensitive information.

As mentioned, some retailers are using Al as part of their strategies this year. However, only 7%
say they are using Al in their UX optimization strategies. Most of the respondents (51%) say they
aren’t currently using Al for UX optimization, but it is something they are prioritizing.

Al and automation will be essential tools in personalizing the eCommerce experiences of the
future. With the right solutions, retailers can personalize the shopping experience for each
customer in real time based on their browsing and purchase history, as well as other data
points. This can lead to increased engagement, loyalty, and revenue.

Companies that effectively leverage Al technology can gain a competitive advantage by
delivering a more seamless shopping experience than their competitors. And by automating
tasks using Al retailers could save considerably on costs.
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Most Companies Made Investments in Their
Digital Commerce Technology Platforms -

Digital commerce technology platforms are already essential for retailers’ basic operations,
and they are more critical during peak shopping periods like the holiday shopping season.
These platforms enable retailers to establish an online storefront, manage their inventory,
process transactions, and fulfill orders in a timely way at a time when every minute counts.

Although digital commerce platforms are now commonplace, some offer more capabilities
than others.

Most platforms also offer a variety of marketing and analytics tools that enable retailers to
optimize their digital sales channels and reach more customers during the holidays. |deally,
they’ll even provide a seamless and secure shopping experience for customers, including
features such as mobile responsiveness, multiple payment options, and fraud protection.

Have you made investments in your digital commerce

technology platform that you believe will result in a %
more successful holiday season thisyear? e .

® 57% Yes . .

® 43% No

Most of the respondents (57%) say they have made investments in their digital commerce
technology platforms this year. They also believe these investments will result in a more
successful holiday shopping season.
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Most Companies Made Investments in Their Digital Commerce Technology Platforms

You answered that you have made investments in your digital commerce technology platform that you believe will result in a more
successful holiday season this year. In that case, what kinds of investments have you made?

We invested in digital commerce-adjacent
technologies like MarTech and Content Management.

We invested in a more modern (MACH) architecture.

We invested in a modern SaaS-based commerce
platform (Non-MACH).

We invested in supply chain or order
management tools.

We launched a new payments platform.

We launched a new website.

Most of the respondents who have invested in their platforms (53%) have also invested

in digital commerce-adjacent technologies such as marketing technology (MarTech) and
content management software. These respondents are prioritizing the marketing side of their
eCommerce platforms as a means to win new customers and bring back loyal ones.

Almost half of these respondents (46%) say they have invested in a more modern MACH
architecture, while 39% have invested in modern SaaS-based, non-MACH platforms.

MACH architecture is a new approach to building digital commerce technology platforms that
emphasizes modularity, agility, and flexibility. MACH stands for Microservices-based, API-
first, Cloud-native, and Headless, and it represents a departure from traditional monolithic
architecture approaches.

MACH architecture relies on microservices, which are small, independent components that
can be easily updated or replaced without disrupting the rest of the system. It leverages APIs
to enable seamless integration with other systems and services, allowing retailers to create a
custom technology stack that meets their specific needs.

The cloud-native aspect of MACH architecture means that it is designed to be deployed on
cloud platforms such as AWS or Google Cloud, providing scalability and resilience.
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Most Companies Made Investments in Their Digital Commerce Technology Platforms

You answered that you have not made investments in your digital commerce technology platform that you believe will result in
a more successful holiday season this year. Why didn’t you?

We made investments in prior years
that are still coming to fruition.

Digital commerce technology was
not an area of focus for us this year.

We are in the middle of a project
that hasn’t gone live yet.

We have scaled back
technology investments this year.

Despite these investments, a significant number of respondents (43%) say they have not made
investments in their digital commerce technology platform this year.

As noted, many of these respondents (45%) say they made investments in prior years that are
still coming to fruition. They may still be gathering data on pilot eCommerce programs or are
working to implement novel programs in time for the holidays.

More than one-third of these respondents (34%) say that digital commerce technology was
simply not a focus for them this year. Others are in the middle of a project (20%), while others
still have chosen to scale back technology investments this year in favor of other priorities.

elail Insights V VTEX I monetate
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Conclusion: Competitive Factors for

This Year’s Holiday Shopping Season -

The results of the study suggest that most retailers are relatively well-prepared for this
year’s holiday shopping season, but they have identified important gaps in their technology
as well as some notable challenges that will drive competition.

As many of the respondents have said, demand prediction is of particular concern, as not
every retailer has the tools they need to act in real-time during periods of peak demand.
This could put a strain on their supply chains as well as their digital commerce sites.

Despite this, most of the retailers say they have the tools and resources they need to support
consumer demand this year. Only time will tell whether issues with demand prediction become
a significant challenge during the season or whether retailers indeed have the solutions
necessary to match consumer buying behaviors.

Only a handful of the respondents say they can currently use Al to make UX design decisions.
This implies that this use case for Al technology is still relatively new to the industry. Investing
in Al-based UX capabilities could soon become a differentiating factor in the marketplace.

Finally, most of the respondents indicate that investments in their digital commerce technology
platforms are a priority this year. They are focusing on digital commerce-adjacent technologies
like MarTech as well as more modern types of digital architecture.

Even those respondents who say they didn’t make investments into their digital commerce
technology platforms suggest that, although investments weren’t forthcoming this year, they’ve
made investments in the past. That said, further investments will be required moving forward,
as digital commerce technology will likely become one of the most competitive factors in the
eCommerce space.
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Key Suggestions ..................................................... :

Invest in Al-based UX capabilities, as they could become a
differentiating factor in the eCommerce space. This type of technology
can enable you to quickly design and launch new features and improve customer
experiences on your websites. Al-driven personalization and predictive analytics are
also important considerations for any retailer looking to get ahead.

Develop MACH architecture as you build and expand your digital
commerce technology platform. This can give you the agility, scalability, and
flexibility you need to keep up with customer demands, allowing you to make quick
changes or add new features in response to consumer buying behaviors or other
market conditions.

Prioritize investments in digital commerce-adjacent technologies
like MarTech and content management software. These are essential

to capturing the attention of new customers as well as engaging existing ones.
Moreover, they can help you identify opportunities for growth in areas like customer
segments or product categories that may have been overlooked previously.

Focus on demand prediction capabilities, which are essential for
predicting consumer buying behaviors and responding to peak
periods of demand. This will help you ensure that your supply chains are
prepared for the holidays, as well as improve performance on your eCommerce
websites during times of high traffic.
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