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Executive Summary

This report by PipeCandy is the second in a
series of Europe-focused reports, focused
on sizing Germany’s B2C e-commerce
market. In this report, we analyze the
factors driving the growth of e-commerce
in Germany, estimate and visualize the
TAM by important retail parameters such
as Web Sales, Product Categories,
Shopping Carts, and Traffic.

Germany is one of three major eCommerce
markets of Europe, next to the UK and
followed by France. Together, they
contribute more than two-thirds of
Europe’s eCommerce turnover.

Major retail & eCommerce companies (by
internet sales) are Amazon.de, Otto,
Zalando, Notebooksbilliger, Mediamarkt,
Lidl, Bonprix, Cyberport and Conrad.
These companies, together account for
nearly 50% of Germany’s B2C e-commerce
turnover with Amazon taking the lead.

M ﬂpeﬁeandy, Research

The maturity of ecommerce in Europe
differs across regions. The Western region,
comprising the UK, Germany, France,
Belgium, Netherlands, and Luxembourg is
the most dynamic, with internet
penetration & smartphone adoption levels
above 80%. It is this region that majorly
contributes to Europe’s e-commerce
turnover.

E-commerce in Germany has seen steady
growth over the last decade, with internet
purchases as a percentage of all retail sales
climbing from 7.2% in 2008 to 13.8% in
2018. The growth rate of e-commerce has
slowed down over the years, from about
40% in 2013 to 10% in 2018.

Apart from the general slowdown, there’s
the possibility of Brexit affecting the
current retail and e-commerce landscape
in the UK and Germany.
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Introduction

a. Market Size & TAM

The German retail market was worth an estimated 471 Billion Euros in 2018, of which B2C e-
commerce accounted for about 13.8% or 65 Billion Euros. Within the B2C segment, online
Marketplaces formed the largest distribution channel, accounting for 30.62 Billion Euros.

Retail
Year sales
(Billion Euros)
2016 414
2017 439
2018 471

(est.)

Based on secondary research, we estimate the TAM as follows:

eCommerce

sales
(Billion Euros)

67

78

85.5

eCommerce sales
as part of
overall Retail (%)

16.2%

17.8%

18.2%

Total estimated number of retailers — approx. 350,000

B2C
eCommerce

sales
(Billion Euros)

52.7

58

65

Total estimated number of eCommerce companies — approx. 63,000

Total estimated number of B2C eCommerce companies — approx. 40,000

M ﬂpeﬁeandy, Research

B2C eCommerce
as % of overall
Retail

12.7%

13.2%

13.8%
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b. Internet & Smartphone
penetration

Germany has a very high internet
penetration rate of 92%, and a smartphone
adoption rate of 80%.

. Smartphone
Population p
Year (in I\E/[)illions) penetration
2016 82.3 77% - 63.3 Million
2017 82.7 78% - 64.51 Million
2018 82.9 80% - 66.32 Million

(est.)

c. Traffic share & device contribution

Traffic to German retail and eCommerce
websites still predominantly stream in via
Desktops and Laptops. Mobile and Tablets
collectively account for less than 50% of
traffic.

From a sales standpoint, mobile commerce
accounted for an estimated 38% of all
retail eCommerce sales in Germany (or, 25
billion euros) in 2018. This is in contrast to
the UK, Europe’s leading retail market
where 50% of all retail eCommerce sales
come from Mobile phones and Tablets.

Year Desktop Mobile Tablet
2016 56% 31% 13%
52% 37% 1%
2017
53.9% 33.7% 12.4%

2018

Y ﬂpe@andy, Research

Germans are relatively more skeptical
about the risks involved in mobile security
and transactions which is evident in that

Online
shoppers

(% of Internet User-base)

Internet
penetration

89% - 73.25 Million 82% - 67.49 Million

91% - 75.26 Million 83% - 68.64 Million

92% - 76.27 Million 83% - 68.81 Million

62% of retail eCommerce sales in 2018
came from desktops and laptops.

Device contribution to overall
eCommerce Sales

Mobile & Tablet

38%
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d. Demographics - Men, Women
& Purchasing behavior

Germany’s demographic is almost evenly
split between men and women. The
biggest segment is the 15-54 age group,
that accounts for about 50.54% of the
population. The average order value or
AOV, of transactions in Germany, hover
around 138 Euros.

Demographic % of population Popular categories AOV

Men 49.3% Fashion, Consumer

Electronics, Books, 138 Euros

Cosmetics
Women 50.7%

e. Cross-border purchases

The number of shoppers buying cross-
border increased from 2% (1.34 million) in
2016 to 6% (4.13 million) in 2018. The
proportion of shoppers buying
domestically fell from 73% (49.3 million)
in 2016 to 68% (46.8 million) in 2018.

Year SDT:II:estically z}::;gs-border g}:(()’fs-borc'ler
& Domestic

2016 73% 2% 25%

2017 71% 5% 26%

2018 68% 6% 27%

f. Product Categories

The leading product categories in Germany
are Consumer Electronics (27%) and
Apparel & Fashion (25%) which
collectively account for about 52% of the
B2C ecommerce market. These two are
followed by Sporting Goods (16%), Health
& Fitness (8%), Food & Beverage (7%) and
General Merchandise (5%).

Y ﬂpe@andy, Research

Health &
Fitness
Apparel &
Accessories

g. TAM split by Web Sales

There are only a handful of companies that
make more than 5M in web sales. 87% of
all ecommerce companies in Germany are
either emerging companies or, retail
companies that are yet to become
sophisticated in their e-commerce
initiatives.

I 100M+ 50M-100M 25M-50M W 10M-25M M 5M-10M

M 1M-5M H <M

h. TAM split by traffic sessions

The TAM distribution by traffic sessions
mirrors the long-tail nature of the e-
commerce market. When we analyzed the
traffic distribution across eCommerce
websites in Germany, we found that about
nearly 70% of them clocked 100,000 or
fewer sessions.

A few examples of companies with
monthly sessions greater than 1 million
are Zalando, Notebooksbilliger,
Mediamarkt, and Lidl.
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Monthly Sessions Distribution

54%

16%
14% 12%

4%

<1000 1k-took 100k-500k 500k-1IM IM+

Monthly Sessions Distribution

i. Payment Modes

What methods do German shoppers prefer while making online purchases?

Voucher 14%
Bank Transfer 61%
Invoice 76%

Credit / Debit 90%

Preferred payment modes

Wallets 91%

Wallets emerge as the most popular and preferred method of payment. Credit/Debit cards
come in second, followed by Invoice, Bank Transfer and Vouchers. The desire for security and
convenience appears to be driving uptake of these well-established payment methods.
Smartphone usage is rapidly increasing in Germany, which could be another driving factor in
the increasing use of wallet payments. Mobile shopping has become more prevalent and
instant payments suit the needs of modern consumers.

T PipetCandy Research GERMANY - B2C eCommerce Market Sizing Report (5




Conclusion

With the prospect of the UK exiting from
the European Union looming, we conclude
this report by musing aloud consequences
that such an event would have on
Germany.

The UK is currently Germany’s third
biggest trading partner, according to the
German Economic Institute (IW) and 5% of
Germany's GDP is linked to trade with the
UK. As far as B2C eCommerce is
concerned, the UK accounts for 29% of all
cross-border parcels purchased by German
shoppers only next to China (44%).

Although Germany’s overall cross-border
purchase rate is only about 6%, Brexit
could pose rough headwinds for Germany’s
cross-border commerce.

In the event of a Hard Brexit, we expect
there to be an overall slowdown in cross-
border trade, resulting in extended
delivery times and return times on both
sides of the border. Shoppers on both sides
of the border will face a sudden increase in
prices of goods being sold if cross-border
custom duties are to come into effect.
Needless to say, the slowdown — although
doesn’t amount to complete severing -
will put tens of thousands of companies
and hundreds of thousands of workers on
both sides in great difficulty. Germany’s
hugely important small and medium-sized

M ﬂpeﬁeandy, Research

industries, called "Mittelstand", which
makes up about 99% of the country’s
companies, employs over 61 percent of the
country's workforce and accounts for
nearly 34 percent of the total turnover of
German enterprises, is reportedly the most
vulnerable.

Merchants that have been majorly
domestically focused will see little to no
impact but those relying on revenue from
the UK will find it hard to sustain. On the
bright side, however, within Europe, we
may see German, French and Dutch
merchants beginning to compete for the
void left by the UK, and shoppers in
Europe will purchase more from these
countries. Thanks to the recent EU
regulation that does away with geo-
blocking, European shoppers now have
access to merchandise from across the
Union.

While these are few possible scenarios that
could play out, the exact impact will
depend on whether the UK reaches some
kind of a trade agreement with Europe
before the May 22nd deadline, that retains
its access to the single market and does
not disrupt cross-border commerce
operations significantly. The chances of
such a deal playing out, however, based on
recent events seem extremely bleak.
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Did you like what you just read?

If you like what you see and/or have more questions regarding eCommerce
trends or the industry as a whole, you can check out our research reports or
reach out to us directly.

Let’s talk, write to sales@pipecandy.com!



