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Executive Summary

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

The United Kingdom is the top eCommerce
market in Europe, followed by Germany and
France. Together, they contribute more than
two-thirds of Europe’s eCommerce turnover.

Major retail & eCommerce companies are
Amazon, Argos, Tesco, Next, Asda,
Debenhams, Play.com, Marks and Spencer
and ASOS. These companies, together
account for nearly 50% of UK’s B2C
eCommerce turnover, with Amazon taking the

lead.

The maturity of ecommerce in Europe differs
across regions. The Western region,
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comprising the UK, 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 eCommerce turnover, and the UK
comes out on top as the leader in both the
region and the continent.

eCommerce in the UK has seen steady growth
over the last decade, with internet purchases
as a percentage of all retail sales climbing
from about 3.4% in 2007 to 9.4% in 2017, as per
data released by the Office of National
Statistics. The growth rate of eCommerce,
however, has slowed down to about 14% YoY
in 2018, compared to 16% YoY in 2017.

Apart from the general slowdown, there’s the
possibility of Brexit further affecting the
current retail and eCommerce landscape in
both the UK and Europe. We conclude the
report by sharing our thoughts on what we
think could happen after March 29th.
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Analysis & Key Findings

a. Market Size & TAM

The UK retail market was worth an estimated
4 trillion pounds in 2018 and e-commerce,
accounted for 9.75% of all retail.

Retail eCommerce eCommerce sales
sales sales as part of

(Trillion GBP)  (Billion GBP) overall Retail (%)
3.7 300 8.1%

3.87 364 9.4%

4 390 9.75%

Total estimated number of retailers — 319,000
Total estimated number of eCommerce

companies — 40,000 — 50,000
Total estimated number of B2C eCommerce
companies — 18,000 — 20,000

B2C B2C eCommerce B2C eCommerce
eCommerce as % of overall as % of overall
sales eCommerce Retail

(Billion GBP)

50.4 16.8% 1.39%

64.8 17.8% 1.57%

774 19.8% 1.94%

Our research indicates that B2C-eCommerce
accounted for about 20% of overall retail
eCommerce sales for the year ending 2018.

Based on a combination of secondary research
and analysis of PipeCandy’s own proprietary
data, the TAM estimates are as follows:
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b. Internet & Smartphone penetration

The UK has a very high internet penetration
rate of 96%. Some remote areas are yet to be
brought under the fold of the internet.
Combine this with a smartphone adoption
rate of 88%, we see that half of all retail site
visits (as we’ll see in the next section) come
from mobile phones and tablets.
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. Smartphone Internet Online
Population P
Year (in I\I/[)illions) penetration User-base shoppers
(% of Population) (% of Population) (% of Internet User-base)
2016 65.7 81% 95% 67%
2017 66.2 85% 95% 68.5%
2018 66.7 88% 96% 69.5%
®
c. TAM distribution by Traffic Sessions
Smartph(?nes accounted Year Desktop Mobile Tablet
for an estimated half of all
mobile eCommerce sales
in the UK in 2018. Together
with Tablets, they both
0, 0, 0,
account for a little more 2016 56% 31% 13%
than 50% of UK’s overall
eCommerce sales. 52% 37% 1%
2017
. 50% 37% 13%
201
Tablet

Desktop / Laptop —

d. Demographics, Purchasing
Behavior & AOV

The UK’s demographic is almost evenly split
between men and women. The biggest
segment is the 15-54 age group, that accounts
for about 52.45% of the population. At least
88% of this cohort was found to be shopping
online.
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Average Order Value:

Men, on average, seem to shop and spend
more online than women. The average spend
per quarter on online retail by men is
approximately 255 GBP as opposed to 205 GBP
for women. The average order value or AOV,
of UK transactions, range anywhere from 30 to
40 pounds.
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Demographic % of population AOV

Men 49.55%
30 - 40 GBP

Women 50.45%

Cross-border purchase rates: Delivery preferences:

A consumer opinion survey by digital agency
firm Advantec in 2017 revealed that about 54%
of shoppers in the UK opted for click-and-
collect as their preferred mode of delivery and
another 21% opted for delivery at their
workplace.

British shoppers prefer to buy
overwhelmingly from UK sellers. According to
research firm eCommerce Foundation, about
93% of shoppers in 2017 purchased from UK
sellers against 27% that purchased from non-
EU countries and 31% that purchased from
other EU countries. The average cross-border
purchase rate hovers around 30%.

e. TAM distribution by Product Categories

General M Jewelry & Luxury [ Art, Craft and Health [ Consumer Electronics
Merchandise Goods Collectibles & Fitness & Appliances

B Entertainment Sporting & Outdoor B Home Food B Apparel
& Recreation Goods & Garden & Beverage & Fashion
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The most commonly purchased product
category in the UK is Clothing. About 35% of
eCommerce companies sell Apparel and
associated Fashion accessories like Bags,
Footwear, Eyewear, Beauty and Cosmetic
products.

This is followed by Food & Beverage (14%),
Home furnishings (12%), Sporting (8%) and
Consumer Electronics (7%). The categories
depicted in the distribution below account for
an estimated 70% of the type of SKUs sold in
the UK.

f. TAM split by traffic sessions

The TAM distribution by traffic sessions
mirrors the long-tail nature of the eCommerce
market. When we analyzed the traffic
distribution across retail websites in the UK,
we found that about 91% of all retail websites
have 100,000 or fewer than 100,000 sessions.

A few examples of companies with monthly
sessions greater than 1 million are Tesco,
ASOS, Amazon, and Debenhams.

Monthly Sessions Distribution

48%
43%

7%

1% 1%

<1000 1k-took  100k-500k 500k-1M >IM

g. TAM split by Web Sales

There are an estimated 18,000 — 20,000 B2C
eCommerce companies in the UK, whose
distribution by web sales is visualized below.
It’s interesting to note that there are only a
handful of companies that make more than
5M in web sales. 90% of all eCommerce
companies in the UK are either emerging
companies or, retail companies that are yet to
become sophisticated in their eCommerce
initiatives.
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Web Sales Distribution

>5M 5%
IM-5M 5%
>IM 90%

h. TAM distribution by Shopping
Carts

We analyzed a sample set of about 15,000
retailers (mostly skewed towards the mid-
market and enterprise segment) and
discovered that Magento leads as the
preferred eCommerce platform, followed by
Shopify and WooCommerce. There’s also a
significant cohort that uses Homegrown
platforms. (These estimates could differ by up
to 20% if we include the companies in the
long-tail of eCommerce, which are typically
companies with revenue less than $5M)

X-Cart B Yahoo BigCommerce
Prestashop B Squarespace Custom
B WooCommerce Shopify B Magento
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i. TAM distribution by Payment Methods

What methods do UK shoppers prefer while making online purchases? Based on PipeCandy’s
analysis of payment technology data across all B2C eCommerce websites in the UK, we see that
Credit/Debit cards are the most popular and preferred method of payment. E-Wallets like PayPal are
nearly as popular, closing in at 42%.

Bank Transfer [ Cash On Delivery - COD [ Invoice

B Paypal & Similar wallets [l Debit/Credit Card
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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 cross-border
commerce, merchants and shoppers.

For starters, 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.

There is a chance that some UK merchants
will open fulfillment centers in Europe to
continue their Europe operations or move
their operations to Europe altogether. Top
British retailers like Tesco, Marks and Spencer
to name a few, have already been stockpiling
essentials while desperately trying to avoid
the prospect of panic-buying.

Merchants that have majorly been
domestically-focused will see little or no
impact but those that have been relying on
revenue from Europe and can’t afford to
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relocate or set up operations in Europe will
find it difficult to sustain.

Various reports claim that for the UK, Brexit
would mean walking away from nearly 60% of
its trade, half of which is with the EU and
another 12% is through preferential deals that
the EU has with countries outside of the EU.

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 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 March 29
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!



