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Introduction

With the furious pace of innovation in e-commerce, trends and fads regularly come and go

as surely as the changing tides. Whether it’s the “bxtraordinarily exaggera'reo'" death of
brick-and-mortar, or the kroshing dreamd of drone delivery, or the Eorlx s’rruggleé of
domestic live shopping, we’ve gone through more twists and turns over the last few years

than anyone could’ve imagined.

That being said, truly disruptive forces influence business decisions across wide swaths of

industry. Hard-hitting trends can have a huge impact on e-commerce strategies, shaping

the future landscape in ways that are both significant and transformative.

This report aims to cut through the Esuql talking Qoin‘ré about speed, efficiency, and
personalization, to take a deeper dive intfo some of the major trends that are driving online

retail sales today.
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The Social Commerce
Breakthrough has
Arrived

“As a $36 billion market, social
commerce is already too big for
US brands to ignore.”

McKinsey, bocial commerce: The|

l‘uture of how consumers infercct|

Shop this look

Social commerce refers to the integration of social media and e-
commerce, allowing users to seamlessly discover, shop, and make
purchases within a platform. It leverages the power of social
media to enhance the shopping experience and drive sales.

Meta, the parent company of Facebook and Instagram,

been able to crack the codel.

The other major player is TikTok. With Elose to 2 billiod active

users worldwide, retailers are realizing that TikTok—not Meta—is
the future of social commerce.
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https://news.yahoo.com/death-brick-and-mortar-exaggerated-analyst-121830552.html
https://www.wired.com/story/crashes-and-layoffs-plague-amazons-drone-delivery-pilot/
https://www.modernretail.co/technology/3-pandemic-retail-tech-trends-that-have-lost-their-luster/
https://www.retailbiz.com.au/topics/supply-chain/commercehub-cro-shares-latest-e-commerce-trends-shaping-retail/
https://fabric.inc/blog/commerce/meta-commerce
https://fabric.inc/blog/commerce/meta-commerce
https://www.statista.com/topics/6077/tiktok/#topicOverview
https://www.mckinsey.com/capabilities/growth-marketing-and-sales/our-insights/social-commerce-the-future-of-how-consumers-interact-with-brands?cid=other-soc--mip-mck-oth---&sid=8016939102&linkId=187422248
https://www.mckinsey.com/capabilities/growth-marketing-and-sales/our-insights/social-commerce-the-future-of-how-consumers-interact-with-brands?cid=other-soc--mip-mck-oth---&sid=8016939102&linkId=187422248
https://www.mckinsey.com/capabilities/growth-marketing-and-sales/our-insights/social-commerce-the-future-of-how-consumers-interact-with-brands?cid=other-soc--mip-mck-oth---&sid=8016939102&linkId=187422248

(cont.)

TikTok aims for total social commerce domination

o TikTok Shop

TikTok
Turning discovery

into purchase

solution int

e Unlike Meta, TikTok has continued to invest and accelerate its

plans for social commerce—Ilaunching [ikTok Shop in|
November 2023.

e TikTok Shop has built-in berformance analysisl, brder|

anagementi, and campaigns and promotion management

tools for retailers to manage their backends.

e According to Nikkei Asid, TikTok Shop has aggressively gained

traction in Southeast Asia against large competitors such as

Lazada, Shopee, and Tokopedia. It grew its gross
merchandise value (GMV) from $600 million in 2021 to $4.4
billion in 2022.

e TikTok aims to quadruple its GMV to 20 billionin 2023.

e TikTok is launching TikTok Shop Shopping Center in the U.S. to
sell Chinese-made goods, intensifying its growing rivalry with
PDD Holdings’ Temu and fast-fashion retailer Shein.

Similar to Amazon's "Sold by Amazon’, the marketplace will

store, ship, market, and handle transactions for items on behalf

of Chinese manufacturers and merchants.

Bottom line

The social commerce breakthrough has finally arrived. Retailers
now have a unique opportunity to tap into TikTok's massive user
base and leverage its unique blend of video content and social
engagement to drive sales and brand exposure.
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https://techcrunch.com/2023/02/17/more-brands-are-now-testing-tiktoks-shop-feature-in-the-u-s/
https://techcrunch.com/2023/02/17/more-brands-are-now-testing-tiktoks-shop-feature-in-the-u-s/
https://shop.tiktok.com/business/en
https://seller-us.tiktok.com/university/essay?identity=1&role=1&knowledge_id=7774796412471041&ref=ecommerce.aftership.com
https://seller-us.tiktok.com/university/essay?identity=1&role=1&knowledge_id=7774796412471041&ref=ecommerce.aftership.com
https://asia.nikkei.com/Business/Business-Spotlight/TikTok-takes-on-Shopee-Tokopedia-in-ASEAN-e-commerce-race#:~:text=TikTok%20Shop%20has%20aggressively%20gained,Singapore%2Dbased%20consultancy%20Momentum%20Works.
https://techcrunch.com/2023/06/28/tiktok-could-soon-bring-its-new-e-commerce-store-to-the-u-s/
https://www.forbes.com/sites/anafaguy/2023/07/25/tiktok-launching-e-commerce-business-competing-with-shein-and-temu-report-says/?sh=79607d847f6b
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Sustainable Commerce:
Gen Z has Entered the
Game

“Although, as a population, they
won’t peak for another ten years,
we're really looking at them as the
core influencers today that have a
really big impact on both millennials
and Gen Xers in terms of what they
buy. In size, they will definitely reach
scale in the next ten to 15 years, but
it's about their influence today—
that’s what’s so important.”

—, Partner at McKinsey

The fashion industry lemi’rs roughly the same amount ofl

breenhouse gassed as France, Germany, and the UK combined.

Cotton production uses R3% of the world’s insecticided, and less

than 1% of it is recycled. The industry produces B2 trillion tonnes|

and about 10% of global CO2 emissions per year.
ess than 1% of the clothing produced is actually recycled.

But Gen Z, defined as those born from 1997 through 2012, is a
digitally-native and environmentally conscious generation that is
reshaping the commerce landscape by prioritizing sustainable
and ethical practices. Their growing @, ealth, and fnfluencd
are the driving force behind trends like sustainable commerce,

recommerce, and the circular economy.

The rise of Gen Z

Gen Z demands a “circular economy”, where clothing materials
are reused, recycled, or upcycled to minimize waste and
promote a more sustainable fashion industry. The potential value

of the circular fashion industry could reach B5 trillion.

e« The Business of Fashion estimates that "outhy 100 brcmds|
have launched their own resale channels in the
last two years.

e Leading sustainable pioneers such as Pq’rqqonio, Reformc’rion,l

Rothy’s, and Everland are being further propelled by rising
Gen Z demand.

« Retail brands like Lululemor], Levi’d, and are turning to
startups like [[rovd, Recuratd, and to enable trade-in
and resale experiences.
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https://www.mckinsey.com/industries/retail/our-insights/how-gen-z-and-millennials-are-shaping-the-future-of-us-retail
https://www.mckinsey.com/industries/retail/our-insights/in-search-of-fashions-sustainability-seekers
https://www.mckinsey.com/industries/retail/our-insights/in-search-of-fashions-sustainability-seekers
https://www.mckinsey.com/~/media/mckinsey/industries/retail/our%20insights/state%20of%20fashion/2022/the-state-of-fashion-2022.pdf
https://www.researchgate.net/publication/340635670_The_environmental_price_of_fast_fashion
https://www.researchgate.net/publication/340635670_The_environmental_price_of_fast_fashion
https://www.vogue.co.uk/fashion/article/recycling-fashion
https://www.vogue.co.uk/fashion/article/recycling-fashion
https://www.brookings.edu/articles/now-more-than-half-of-americans-are-millennials-or-younger/#:~:text=The%20data%20shows%20that%20the,baby%20boomer%2C%20and%20older%20cohorts.
https://www.cnbc.com/2020/11/20/gen-z-incomes-predicted-to-beat-millennials-in-10-years.html
http://cnbc.com/2022/08/01/how-to-play-gen-z-as-it-surpasses-millennials-in-wealth-and-influence-according-to-jefferies.html
http://voguebusiness.com/sustainability/fashions-circular-economy-could-be-worth-5-trillion
https://www.businessoffashion.com/articles/retail/shein-resale-fast-fashion-sustainability-poshmark-secondhand/
https://www.businessoffashion.com/articles/retail/shein-resale-fast-fashion-sustainability-poshmark-secondhand/
https://www.cnn.com/cnn-underscored/fashion/best-sustainable-clothing-brands
https://www.cnn.com/cnn-underscored/fashion/best-sustainable-clothing-brands
https://likenew.lululemon.com/
https://www.secondhand.levi.com/trade-in
https://www.rei.com/used/trade-it-in
https://trove.com/
https://www.recurate.com/
https://www.archiveresale.com/

(cont.)

o Poshmork, The RealReal, Depop, Goat, and ThredUd are
online marketplaces that are leading the second-hand

fashion resale market.

« Headless and modular commercd technologies are allowing

retailers to create custom digital experience platforms with

products like brder management systemg (OMS),
engines, and Hropshipping marketplacd

platforms.

o Additionally, a robust, extensible, and attribute-driven

broduct information managemen| (PIM) system allows

retailers and brands to call out all of the sustainable features

their products have.

Bottom line

Gen Z's support of brands that emphasize sustainability will have
lasting effects on their success. Retailers can leverage modern
commerce technologies to shift to a circular economy model that

resonates with this influential demographic.

# Pre-owned

Tote Leather Bag

204 450 %
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https://www.fashiondive.com/news/poshmark-tops-digital-resale/650261/
https://fabric.inc/
https://fabric.inc/blog/product/oms-software
https://fabric.inc/blog/product/enterprise-guide-promotions-engines
https://fabric.inc/blog/product/enterprise-guide-promotions-engines
https://fabric.inc/blog/product/what-is-dropshipping
https://fabric.inc/blog/product/pim-software

The Death of SKU
Proliferation

SKU rationalization:
(noun) Short for stock-
keeping unit
rationalization, this is a
complex business decision
retailers make in trying to
maximize profits while
manufacturers try to

lessen shortages.

More SKUs Idon’f equal more sqlesi.

For years, retailers expanded choices and got caught up in the

Eallacy of the Long Tail, adding unnecessary variety that either

rarely sold or never sold at all.

Today, high interest rates, supply chain challenges, and
inflationary pressures have finally killed SKU proliferation.
Companies are now slashing product lines, eliminating zombie
SKUs, and focusing on maximizing overall sales throughput with

top selling, high velocity products.

Zombie SKUs are not worth the trouble

e Helen of Troy, the consumer products supplier that owns

Osprey and Hydro Flask, recently krimmed 18% of its product|
to overhaul its supply chain and offset rising costs.

e Funko, a toy company known for its pop-culture-inspired vinyl

figures and collectibles, just Fationalized its product lined after
surplus inventory forced the brand to destroy between
fnillion and $36 millio worth of unsold inventory.

e In 2022, Nestle SA embarked on a bKU ro’rionalizo’rion|

program| to optimize production, improve customer service

levels, and free resources for more impactful projects.

o Consumer goods giants like Proctor & Gamble, Mondelez,|

Unilever) and Newel| have launched massive SKU
rationalization initiatives. Meanwhile, Utz Brands is
into its “power brands'] while tfrimming its offerings.

:%* fabric
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https://www.linkedin.com/posts/bermanlori_longtail-endlessaisles-retail-activity-7046805705139392512-E4LD?utm_source=share&utm_medium=member_desktop
https://fabric.inc/blog/news/third-party-marketplaces
https://www.retaildive.com/news/osprey-hydroflask-helen-of-troy-supply-chain-overhaul/649355/
https://www.retaildive.com/news/osprey-hydroflask-helen-of-troy-supply-chain-overhaul/649355/
https://www.retaildive.com/news/funko-layoffs-twelve-percent-workforce-earnings/690077/
https://www.retaildive.com/news/funko-destroying-30-million-toys/645138/?mod=djemlogistics_h
https://www.retaildive.com/news/funko-destroying-30-million-toys/645138/?mod=djemlogistics_h
https://www.bakingbusiness.com/articles/58966-sku-rationalization-program-hinders-nestles-performance
https://www.bakingbusiness.com/articles/58966-sku-rationalization-program-hinders-nestles-performance
https://consumergoods.com/pg-trimming-skus-part-collaborative-commerce-strategy
https://consumergoods.com/pg-trimming-skus-part-collaborative-commerce-strategy
https://consumergoods.com/chris-peterson-takes-ceo-reins-newell-building-supply-chain-innovation-and-corporate-turnaround
https://www.foodbusinessnews.net/articles/24447-utz-brands-leans-into-power-brands
https://www.foodbusinessnews.net/articles/24447-utz-brands-leans-into-power-brands

(cont.)

. , the poster child for “endless aisles” of SKUs, is

eliminating dozens of its private-label brands. In an effort to
rein in costs, the e-commerce giant will soon be left with
fewer than 20 bestselling house brands.

Bottom line

The death of SKU proliferation does not mean the death of
choices for consumers. It signifies a shift towards bestsellers and
more thoughtful curation, where retailers prioritize a well-
selected assortment of products that align with customer
preferences and needs.

Dropshipping is a retail fulfillment method where a store sells
products that it doesn't keep in stock—a vendor or supplier
directly ships the products to the customer. This enables retailers

to create a hrs’r—pcr’ry morke’rplocel and provide meticulously

curated "extended aisles" of products.

Retailers can also seamlessly connect with global vendors, test
products and categories, gain valuable customer data, retain
control over pricing and the customer experience, maintain an
optimal mix of owned and dropship inventory, and swiftly adapt
to market trends.

Orders

Income

$ 84,03909 - Expense

, Supplier ID

EDI
40k
° Supplier ID
- API
Supplier ID ED
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https://www.cnbc.com/2023/08/10/amazon-axes-some-private-label-brands-as-part-of-wider-cost-cuts.html
https://fabric.inc/blog/product/what-is-dropshipping
https://fabric.inc/blog/product/dropshipping-and-marketplaces

The DTC Reckoning and

the Pivot to
Omnichannel Retail

“The pandemic exposed a big
flaw in the DTC model: nobody,
in all this time, had actually
figured out how to make money
selling products directly to
customers without the
middleman. Investors are
saying, ‘Wait a minute, you told
us you’d get big enough, and
the profits would come. Where
are the profits?””

Brian Baskirl, Business of Fashion
Deputy Editor

In recent years, the world of retail withessed a dramatic shift in
how products are sold to customers.

The rise of direct-to-consumer (DTC) brands transformed the
traditional retail model by eliminating the middlemen.
Companies could go straight to consumers and offer premium
products at competitive prices by avoiding the markup of multi-
brand retailers and wholesalers.

DTC struck a chord with consumers looking for convenience,
value, and unique branding.

The strategy worked... until it didn’t.

The DTC implosion and the pivot to “digital-first”
omnichannel retail

:%* fabric
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https://www.youtube.com/watch?v=MvmXf_BocjU

(cont.)

e The once high-flying DTC industry was built on the positive
customer acquisition cost (CAC) to customer lifetime value
(LTV) ratio, which caused valuations to soar.

e However, rising competition, soaring advertising costs,

Apple’s Kpp Tracking Transparency (ATT) privacy changes,

and the global pandemic exposed the vulnerability of
businesses that relied heavily on a single online channel for

sales.

e Product-based businesses started i’fqllinq out of fcvor’i with

venture capitalists because of mounting losses, lackluster
expansion potential, and an inability to handle market
fluctuations.

e DTC brands like and Allbirds have turned to

physical retail stores to create omnichannel shopping

experiences. They're capitalizing on Hotelling’s Model of|

Bpatial Competition which explains why similar businesses

cluster together and capture more customers at lower CAC.
« The traditional wholesale model has pitracted DTC brandd as
well.

e This blended strategy of digital, owned physical retail, and

wholesale requires powerful technology to manage produci,
fnventory _and orderd across multiple channels.

e Integration and synchronization of systems is critical for

complex omnichannel retail operations.

Bottom line

Businesses need to adapt to the new normal. Digital-native DTC
brands need to diversify their distribution channels, leverage
partnerships, and take a scrappier approach to marketing to
respond to changes in consumer behavior and market dynamics.

Successful brands will have to pursue online and offline
strategies and leverage the right commerce technologies to
create superior shopping experiences for today and fomorrow.

WARRBY PARKER

OFIGS  allbinds

STITCH FIX
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https://techcrunch.com/2021/04/26/apples-app-tracking-transparency-feature-has-arrived-heres-what-you-need-to-know/
https://techcrunch.com/2021/01/06/why-vc-funding-is-falling-out-of-favor-with-top-d2c-brands/
https://fabric.inc/blog/commerce/warby-parker-retail
https://www.youtube.com/watch?v=jILgxeNBK_8
https://www.youtube.com/watch?v=jILgxeNBK_8
https://www.retaildive.com/news/direct-to-consumer-retail-brands-selling-wholesale/645383/
https://fabric.inc/blog/product/pim-software
https://fabric.inc/blog/product/oms-software

Enterprise E-Commerce
Platforms Reach an
Inflection Point

“I've talked to many
businesses out there that
have been sold the
composable MACH vision
and about half of them are
suffering from the same
woes of the older technical
projects from the past:
increasing costs, increasing
complexity, timelines
expanding, and project risks
increasing.”

ohn William4, CTO of

Ampliance

£ commercetools

‘;ﬁcom MERCE

£KIBO

i+ fabric
B\ shopifyplus

w commerce cloud

lﬁl Magento

Customer experiences are not what they used to be. Today,
enterprise e-commerce platforms that power customer
experiences must be flexible and scalable to keep up with the

increasing complexity of consumer engagement.

However, the drawbacks of|eqccy monolithic e—commercel

are well documented. And while MACH (microservices,

API-first, cloud-native, and headless) architecture is supposed to

offer greater flexibility and system improvements, the Saa$S
industry is bxperiencing a MACHLASH right now.

For many companies, finding new e-commerce solutions to
handle the added complexity of retail operations boils down to a
business decision where the potential pros of migrating to a
better e-commerce platform will far outweigh the cons. Speed,
flexibility, extensibility, security, better UX, and scalability can all
be achieved, but organizations require the right mix of solutions

to suit their individual needs.

fabric Commerce Platform
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https://fabric.inc/blog/commerce/from-monolith-to-microservices
https://fabric.inc/blog/commerce/from-monolith-to-microservices
https://www.linkedin.com/pulse/machlash-could-downfall-mach-john-williams/?utm_source=share&utm_medium=member_ios&utm_campaign=share_via
https://www.youtube.com/watch?v=so7-c2bOXpA

(cont.)

When businesses face constraints to their growth or seek to
update components of their tech stacks, they frequently need
adaptable and powerful solutions to manage the growing
complexities of their operations.

A is a single, rigid, all-in-one unit where all the
commerce functions are built into one system. These
platforms can be inflexible, complex, slow, and expensive to
maintain, and may hinder the ability to scale or innovate.

Although headless commerce and microservices offer
advantages, they are not perfect, and the process of
replatforming from a legacy platform to a modern one
remains challenging, costly, and fraught with risk.

Platform providers often bundle, package, and build solutions
that don’t always benefit the customer, resulting in
unnecessary complexities, dependencies, and delays that
actually hamper growth.

A software agnostic “blatform-of-platformg" complete with
core commerce services gives companies the freedom and

flexibility to simply choose solutions they need.

It not only supports other e-commerce platforms through the
use of APls, but services can be broken down into modules

and used on demand.

The ktrangler patterr| can be used to modernize only the

components of the software stack that are needed, rather
than trying to integrate and manage dozens of disparate
systems through a wholesale replatforming project.

::* fabric
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https://fabric.inc/blog/news/shopify-plus
https://resources.fabric.inc/blog/commerce-platform
https://fabric.inc/blog/commerce/strangler-pattern

(cont.)

Bottom line

Making the switch to a headless or microservices architecture is
. It's almost always more trouble than it's worth
when businesses take on redundant and unnecessary migrations,
or they embark on risky replatforming projects. However,
companies may never need to replatform again.

fabric is a l‘ullv-composoble and extensible ploh‘orn4 that can

work with any e-commerce platform and offers a full suite of
core commerce solutions and . Businesses can compose their
ideal solution by simply strangling and modernizing components
as needed, giving them the ultimate flexibility to build truly
customized digital experience platforms for today and the future.

Conclusion

The 5 major e-commerce trends discussed in this report are influencing global
brands and how they interact with their customers. Challenges today differ from
those of the past due to the rapidly evolving changes in consumer demand,
market conditions, and new commerce technologies.

Perspectives have also shifted. As omnichannel retailers navigate increased
operational complexities and adapt to changes, businesses need to stay laser-
focused on building better, faster, and more engaging shopping experiences for
customers. These insights highlight the dynamic nature of e-commerce in 2024,
emphasizing the importance of staying nimble and flexible in foday’s rapidly
changing market.

is a flexible and headless platform that helps retailers build modern e-
commerce experiences. To learn about fabric’s core products for a complete and

connected commerce solution, b|ook a demo with us]
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https://fabric.inc/
https://fabric.inc/demo-request
https://fabric.inc/blog/product/last-ecommerce-platform
https://fabric.inc/commerce-platform/
https://fabric.inc/ecommerce-apis/
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