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Scott Galloway, a professor of marketing at New York University’s Stern School of
Business once said about Amazon that the company does not want to own a piece of
retail, they want to own all of it. With Amazon currently owning around 40% of the
retail market with a projected increase to 50% by 2021, along with all online retail
sales projected to surpass $1 trillion in the next decade, it certainly seems to be
trending in that direction.  However, there are several factors indicating that
traditional retailers will not go down without a fight.

First, shares of retailers are experiencing their biggest turnarounds in years.  The
SPDR S&P Retail ETF is up by 11% in 2018, strongly outperforming the S&P 500’s
modest 3.5% gain.  In addition, shares of stores such as Macy’s and Dillard’s have
grown over 55% this year.  Not only have these department stores shown market
growth, but several companies such as Macy’s, Home Depot, Walmart, Dick’s Sporting
Goods and American Eagle are beating expectations.

While some may attribute this growth to President Trump’s tax cuts that went into
effect this year, there are two key factors that may lead to a continuation of this
trend.  First, total spending on logistics such as shipping and warehousing costs
hit a record $1.5 trillion in 2017, a 6.2% increase from 2016.  The Supreme Court
also very recently ruled that retailers must collect sales tax on online sales,
regardless of a physical presence in a particular state.  When combined, these could
lead to increasing costs of online shopping and drive consumers back to the brick
and mortar stores.

You’ve heard our thoughts… We’d like to hear yours

The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are
important to organizations and individuals. While we enjoy sharing our ideas and insights, we’re
especially interested in what you may have to say. If you have a question or a comment about
this article – or any article from the Our Thoughts On blog – we hope you’ll share it with us.
After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.

Material discussed is meant for informational purposes only, and it is not to be construed as
investment, tax, or legal advice. Please note that individual situations can vary. Therefore,
this information should be relied upon when coordinated with individual professional advice.
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