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Variance of Retail Sales: Q3 2022 vs Q3 2021 by Segment

The Retail & Consumer sector is one in constant innovation and development. Whether it be new product and innovation, or
in-store technological enhancements (e.g. self-service, app integration etc). This constant disruption brings challenges to
retailers and producers. With the coronavirus pandemic only recently in the rear view mirror, the sector has faced dramatic
shocks in recent years. Unfortunately, normality is not something businesses can get used to – with a cost of living crisis,
supply chain issues and rapid inflation all generating new challenges.

Total Retail Sales by Quarter, Non-Seasonally Adjusted

The sector is derived by four key retailing categories (Food, Department, Apparel and Household Goods). Non-Store relates
to online trading, as well as mobile sales (e.g. ice cream vans). The remainder is captured under Other.

Food stores continue to be the UK’s main source of consumer retail – with their diverse and comprehensive product offering,
consumers enjoy the ability to do more than just the weekly shop when visiting their local supermarket.

As the data shows, the state of growth in the sector is relatively modest, with the sector growing by 3.5% CAGR in the years
2018 to 2021. Indeed, the sector did grow at aggregate during both 2020 and 2021, by 2.3% and 4.6% respectively.

Retail Sales Comparison: Q3 2022 vs Q3 2021

Source: Office of National Statistics
Notes: Data is non-seasonally adjusted, total retail sales for Great Britain. Excludes automotive fuel

RETAIL SALES OUTLOOK

The retail sector appears to be 
performing well in Q3 – likely driven by a 
strong inflation rate which is resulting in 
price increases.

When comparing Q3 2022 with the 
equivalent months of the previous year, 
we observe a 4.1% growth in 
aggregated revenues. These revenues 
totalled £66.4bn in these two months 
(excl. automotive fuel) which is higher 
than any of the years previously 
analysed.
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HEADWINDS & CHALLENGES: COVID IMPACT

The Coronavirus Pandemic had a dramatic influence on the High Street – over the course of 2020 and 2021, the UK
experienced intervals of national lockdown, with non-essential stores being closed under newly implemented legislation.

At the time, many commenters noted that the forced move to online shopping, had been dramatically accelerated. The theory
being, those consumers who had not yet made the jump to online, or at least only partially, will have been forced online during
lockdowns – and there they would remain.

Our analysis demonstrates that this has not been the case. While the shift to online rose dramatically during 2020-21, the
share of online vs offline has fallen back in line to where it would have been anyway – as the trend line below demonstrates.

Share of Online vs Offline Retail Sales: Monthly Sales 2006 to 2022

The shift to online has been strong and predictable. Online Retail has grown by 15% CAGR in the 15 years to 2022. At its
peak, in January 2021 (amidst national lockdown), online sales accounted for 37.8% of total UK retail. This has levelled out to
24.2% in August 2022 (LTM Average: 27.6%), which remains higher than the pre-covid peak (November 2019, 21.6%).

While curious that the forced shift to online didn’t result in a transformative shift in consumer behaviour, the trend continues.

With each year that passes, just over one additional percentile point is shifted to the online share of total retail. So, fast
forward five years to 2027, and we would expect to see c.35% of sales completed online. A further five years, so 2032, and
it’s c.40%. Assuming nothing transformative speeds or slows this progress – the forecast suggests that more than half of
retail will be completed online at some time around 2040. So, the High Street is well alive in the UK.

Online Growth by Retail Category
Online Sales as a Percentage of Total Retail: Inc. Two Year Growth
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Aug-19 Online Growth to Aug-22

25.8% 22.4% 22.1% 16.7% 8.9%
The level of online maturity depends on the
product set that consumers are willing to
have delivered through the door.

Unsurprisingly, Apparel items are regularly
purchased online – 25.8% of total sales – by
a typically younger consumer base and well
beaten path of returns.

Food items are still preferred to be acquired
in store – as consumers prefer to see the
food they are buying.

Household Goods have seen the strongest
shift to online in the last two years, adding
9.0 percentile points to their online share.

Source: Office of National Statistics

Covid Impact
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As the world emerged from the pandemic, so too did demand. However, not all of the globe has emerged from the pandemic
in an equal and unison form – and ongoing lockdowns in China has resulted in supply chain challenges (particularly within
consumer electronics). This situation was then compounded in the spring of 2022, when war in Ukraine sent certain food and
energy commodity prices skyrocketing.

Contributions to the Annual CIPH Inflation Rate (Aug-20 to Sep-22)

Unsurprisingly, Housing (which includes utilities) is the main contributor to inflation. While inflationary pressure influences the
price of consumer items, it is notable that Food & Drink, Household Goods and Apparel, contribute only around a quarter of
the total inflation rate of 2022.

So while traditional Retail & Consumer products are not the key driver for inflation, they are impacted by the overall inflation
number, as consumers become more price conscious.

Sales Value vs Volume: Index Linked (Q3 2019 to Q3 2022)

Source: Office of National Statistics
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HEADWINDS & CHALLENGES: INFLATION

+0.3%

+3.9%

+3.8%

UK lockdowns caused a 
reduction in retail volumes, 
which were closely matched 
with falling prices

During 2020 and 2021, the sector 
experienced two dramatic shocks to 
consumer demand – driven by UK 
nationwide covid lockdowns.

As these lockdowns reduced demand, 
volumes of sales fell – this was carefully 
tracked by a reduction in selling prices from 
businesses. The graph to the left clearly 
demonstrates the delicate dance that 
retailers play with prices to align closely with 
volumes. This was clearly well managed and 
accommodated during the coronavirus 
pandemic.

However, as prices have continued to 
increase since Q1 2021, consumers are no 
longer willing or able to accommodate these 
rises – and the volume of retail sales is 
declining.

This presents a challenge for retailers who 
will be continuing to wish to pass on 
inflationary price increases to a consumer 
base who will respond by buying less.



The macro-economic environment is challenging for a number of sectors – though we recognise that there are specific
challenges associated with businesses within the Retail & Consumer space. As we approach the peak trading season of
Christmas, pressure is high on maximising the sales window.

For many businesses, Christmas stock will have already been ordered – and, while the economic conditions in the UK are
changing day-by-day, there simply isn’t the flexibility in the supply chain to react if initial trading figures are poor. Indeed for
those businesses who underperform in November and December, they may find January and February are particularly tough.

We believe there are four key focus areas which businesses should focus on now to get ahead of the curve, and maximise
longer term value.

FOCUS AREAS: SUMMARY

Rapid Cost Reduction

While revenues may not be in complete control of 
any organisation, the costs are.

A review of operational, capitalised and one-off 
costs in businesses will help leaders to deliver 

headroom to their financials and be able to better 
weather worsening market conditions.

Businesses who have a nimble and variable cost 
base will also be able to flex up should trading 

prove stronger than expected.

Price Management

Inbound cost pressures which can be passed on 
to customers, in many ways releases the 

pressure on the business – as consumers fund 
the additional inbound costs.

However, as this paper shows, price increased 
are being met with shifting behaviours, as 

consumers opt for fewer trips to the shops.

A delicate balance is required which maximises 
the price increase while managing the impact of 

falling demand.

Optimising the Omni-channel

Recent experience has shown that the grass is 
not always greener for businesses which are 
wholly online or wholly physical. Indeed, even 

Amazon have appreciated the benefit of a 
physical presence.

Businesses which leverage a thoughtfully 
considered omni-channel model are likely to build 
long term customer loyalty and maximise wallet 

share through offerings which are convenient and 
greet the customer where they are.

Store Efficiency

Optimising operations both within the store 
estate, and within the supply chain, offers 
businesses the opportunity to drive cost 

reduction and working capital release all while 
delivering an improved customer experience and 

revenue generation.

The use of automation presents the opportunity 
to mitigate low-value adding activities within retail 

outlets, and refocus colleagues on customer 
service and sales activities.



In our recent whitepaper, titled “Rapid Cost Reduction: How to drive cost efficiency into business operations”, we explored
how business are able to take control of their financial position by mobilising a cost reduction programme.

The key benefit to a rapid cost reduction programme is its tactical nature, and subsequent pace of implementation.
Businesses are able to mobilise a programme within a matter of days, develop a comprehensive set of initiatives in weeks,
and implement in a month or two – often with an initial phase of delivery complete within three to six months. Depending on
the situation, we would expect to see at least 15-25% cost improvement on overheads and operating costs in this timeframe
(at the end point, i.e. run rate).

The additional free cash flow released by a successful rapid cost reduction programme can be used to fund other value-
creating initiatives, for example divestment or acquisition, digital transformation or supply chain optimisation.

In our experience there are four key benefits to a rapid cost reduction programme:

For further details on our Rapid Cost Reduction approach, and to access a full copy of our whitepaper, click here.

FOCUS AREAS: RAPID COST REDUCTION

Pace

Control

Predictability

Longevity

• The programme can be delivered very quickly, with benefits being realised within weeks

• Mobilising the programme can be done in a matter of days with limited up front costs

• Once identified, the phasing of delivery of initiatives is controllable (serial vs parallel)

• The programme is not reliant on customer behaviours or market conditions

• The scope is clearly defined – the business can ring-fence areas not subject to the programme

• The timing of the programme can be determined to fit around seasonal and peak trading

• The narrative of the programme is controllable and can be defined from the start

• The linkage between inputs and outputs is clear – it is possible to model with certainty how 
proposed changes in operations will impact costs

• With the right tools, financial benefits can be tracked through the P&L

• There are well-established toolsets and methodologies to ensure successful delivery

• Removed costs have an immediate and lasting profitability impact on the business financials

• Well managed-programmes embed a mindset change which drives a cost / value focus 
throughout the organisation

• The cash release from the programme can be used to drive investment and growth



FOCUS AREAS: PRICE MANAGEMENT

In our recent whitepaper, titled “Inflation Crisis & Potential Recession: How to cope with this crisis”, we outlined the key steps
business leaders and managers should take when seeking to increase customer prices.

This paper demonstrated that robust analysis and programme governance is required which ensures the impact that price
rises have on demand are closely tracked and managed – with cash generation and profitability being carefully monitored
before future price increases.

To access the full copy of our inflation and price whitepaper, click here.

Grin and bear it RestructureStay focused 

• Keep monitoring inflation 
and prepare possible 
next prices increase

• Anticipate cost control 
and reduction

• Refocus on profitable 
clients x products x 
geographies

• Implement cost controls 
(including labor costs) and 
focus marketing efforts on 
core business

• Shutdown activity

• Divest activity

• Aggressive cost reduction 
on value chain (> 15% of 
cost base) 

• Short-term shutdown on 
selected activities

• Quantify the current and future inflation impact on the cost base 

• Drill down to identify the cost impact by clients, products and geographies 

• Size the effort of price increase to return to past profitability 

• Assess capability to pass through price increases again the impacts on demand (elasticity price/volume)

• Target achievable increase selling price objective by clients x products x geographies

• Consider working capital vs only profit & loss ones

• Assess the global financial situation including inflation on interest rates

Increasing selling prices helps to secure margin. As this increase is not straight forward to negotiate, 
pass-through analysis should be conducted by markets, clients, products, geographies…

Profitability 
secured … … but with 

negative 
impact on 
margins…

…now 
profitability is 
significantly 
impacted…

Exit

…now the 
business is 
loss making

Step I: 
Increase selling prices (as much as you can)

Situation 4Situation 3Situation 2Situation 1

Step II: 
Depending on the result of Step 1, set up actions for each situation

1

2



FOCUS AREAS: OMNI-CHANNEL MODEL

For those businesses which have traditionally grown through a physical footprint, eCommerce has often been a threat more
than an opportunity. Their traditional retailing expertise do not easily translate from a shopfront to a smartphone, and the
aggressive growth of pureplay online retailers have taken no prisoners as they sweep up market share through simplified
operating models.

This paper demonstrates that the High Street is a relevant and key part of UK retailing – and will continue to be for decades to
come. So those businesses which implement models which serve customers both online and instore will be able to leverage a
proposition unrivalled by just the one offer.

Indeed, businesses which went from physical to online overnight, and retained little to no physical footprint, have learned the
tough lesson that obtaining traffic is often far harder than footfall. We have noted that businesses which move from instore to
online, take c.20-30% of their revenues with them – the rest dissipates to other retailers.

The key focus for business with both offerings is brand – and we believe there are four key challenges to master as retailers
implement a strong omni-channel model:

Consolidate and optimise 
the store strategy

Leveraged 
concession 
model

Lead with an innovative 
eCom presence

Your 
business as 
a brand

Your stores 
as a 
destination

• Consolidate stores in line with eCommerce and Concessions 
taking more of the revenue share

• Harbour a more variable cost base which is agile to market 
shocks, price rises and consumer trends

• Optimise support network and reduce overheads

• Develop a leading-class eCommerce platform

• Supported by strong social media presence and influencer base

• Rich in video content which drives traffic and sales

• Acts as an advert to the in-store experience

• Leveraging the existing brand through sales in complementary 
stores 

• Utilising “spare” footprint where in-store sales have moved 
online, e.g. in supermarkets

• Aligned to customer “mission”; meet the customer where they 
are and further build brand equity

• Incorporate complementary third party brands and products in 
existing stores

• Centre your environment around the broader needs of the core 
customer where there is a right to win

• Generate revenue via commission at low cost and risk

The omni-channels The focus areas



FOCUS AREAS: STORE EFFICIENCY

Capturing efficiency in the overhead cost base is one targeted area for improvement in retail businesses, but the majority of
cost, and therefore the majority of benefit, is likely to be within the store estate itself.

Though driving cost reduction through the store estate may not be the best lever to pull in a competitive environment, where
customer demands are high and loyalty is less valuable at attracting and retaining shoppers. Subsequently, having an
efficiency operation in store, which drive the same or more revenue through the existing footprint, but at an optimised cost
base, offers a compelling option for leaders.

The more retail outlets can optimise their cost (e.g. stock, rent, wages etc) to drive revenue, enables a more competitive
package to customers. Specifically those where resources are diverted from administrative activities to shop-front customer
experience and selling activities.

We outline below some of the key levers that we utilise to drive store efficiency:

Stock Management

Stock management is a key driver of 
activities within a retail outlet. They are 
regularly manual in nature, and data is 
often poor. Optimising these processes 
enables store staff to spend more time 
with customers. Stock is also the key 
driver for working capital investment –

and processes around stock optimisation 
are an effective way to free up cash 

without impacting sales

Automation

Supermarkets have embraced 
automation through self-serve checkouts. 

Automation of this nature reduces the 
cost base, frees up staff capacity and, 

when implemented correctly, doesn’t take 
away from the customer journey

Supply Chain Optimisation

The supply chain for consumer items can 
be long, and expose businesses to 

working capital tie up. Indeed, stores 
themselves are often a link in the chain 
rather than the end point for stock as 
returns complicate matters. A digital 

control tower and robust management of 
the supply chain will ensure the right 

product is in the right place at the right 
time.

Store Offering & Customer Experience

The number of SKUs in any given location 
will tend to add complexity, and cost, to 
the operation. Removing SKUs which do 

not drive contribution quickly helps to 
inform the buying team and ensure the 

store is fresh and relevant for customers.



FPR is a UK based restructuring advisory firm, 
specialising in Corporate Restructuring (inc. 

Insolvency), Corporate Finance, Forensic 
Accounting, Pensions Advisory and Debt 

Advisory

The business is home to 540 professionals 
across 26 offices within the UK.

Eight Advisory is an international transactions 
advisory firm, specialising in Transactions (FDD, 

ODD, ITDD, Integration & Carve-out) 
Restructuring, Transformation and Financial 

Engineering.

The business is home to 650 professionals 
across six European countries.

Our teams have deep experience in transformation programmes, including cost reduction, performance
improvement and turnaround. We also have experience in M&A activity within a distressed environment which often
complements traditional cost reduction activity.

When supporting clients on cost reduction programmes, we leverage the following to identify initiatives and mitigate spend:

Should you have any challenges regarding cost reduction, turnaround or performance improvement. Our teams would be
keen to work with you on your desired solution. This can also include CFO advisory which would encompass finance function
effectiveness and working capital optimisation.

Within Eight International, we have a network of professionals who can support on a host of restructuring activity. Within the
UK, Eight International has two member firms: Eight Advisory and FRP. These two firms work side-by-side on broader cost
reduction and restructuring programmes to ensure clients receive a full complement of services for their situation.

Our Eight Advisory and FRP professionals have experience of working as one combined team under the Eight International
brand to fulfil the requirements of our clients seamlessly.

HOW WE CAN HELP

Activity 
Reduction

Service Level 
Change

Supplier 
Renegotiation

Organisational 
Design

Digital 
Transformation
& Automation

Insource, 
Outsource
or Offshore
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