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2018 RETAIL PREDICTIONS
From retail strategies to economy

Prescriptive analytics will overtake predictive analytics

Predictive analytics help firms understand likely outcomes from a set of
actions — but the process of building and testing a nearly endless number of
variables is inefficient. Prescriptive analytics give solid recommendations
about what to do next. Intuition, instinct, and opinions are no longer acceptable
tools of the trade for retail: People let cognitive biases and corporate politics in
late their decisions, and updating hard-coded application decision logic as rules
change is expensive. As one US fashion retailer recently told us, “Retail
executives need to recognize that the skills and know-how that got them where
they are today no longer apply . . . the consumer has changed, and their
expectations continue to change, rapidly.”

Use prescriptive tools to validate — not replace — decision making. Prescriptive
analytics helps the digital professional uncover business opportunities that
would be either improbable or impractical to achieve through the use of human
data analysis. Retailers must use big-data solutions to harbour vast quantities
of data in a structured way, but it's even more important to find where there are
problems within the data that could be holding back sales. Companies can
benefit from prescriptive analytics firms like DynamicAction which runs a set of
proprietary algorithms to find mistakes among retailers’ myriad and disparate
data sets (e.qg., site analytics, merchandising systems, content management
systems) to provide recommendations on what the retailer specifically must
address.

US retail economy will prioritise customers to boost revenue

US retail will grow, and digital will in influence over half of US retail sales. We
expect that total US retail sales, bolstered by strong consumer confidence,
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will continue to grow: Since 2010, annual growth for total US retail has ranged
from 2% to 5%.2 We forecast that US online retail sales will comprise
approximately 14% of total US sales in 2018, and, more to the point, that
digital touchpoints will in some way impact more than half of total US retall
sales. 3n 2018, retailers will become bolder about weeding out
underperforming stores, renegotiating or selling real estate for more efficient
and flexible footprints, testing experience centres, and leaning into the
blended physical/digital customer experience.

Make customer needs priority No. 1, then work backwards to deliver that.
Taking a page from the Amazon playbook, the savviest retailers will focus on
growing around the needs of the customer first and foremost — rather than
solely those of shareholders. Not everyone has the luxury of delaying quarterly
earnings and pro ts, but we do know that improved customer experience
improves revenue growth. Witness also retail heavyweight Walmart, which is
investing in everything from curbside pickup to in-home delivery to higher-end
online-only apparel brands. in finally ending its digital feet, Walmart can now
compete much more forcefully with Amazon, Costco, target, and others.”
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