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Welcome

Edition 1

to the first edition of CommBank Retail Insights — a unique analysis of
the trends shaping Australian retail today.
Our report draws on an in-depth survey of over 500 retailers around the country,
combined with an analysis of over $3 billion in online spend made on CommBank
credit cards. While it confirms some common perceptions about the state of
retail today, it also contains some surprises.

As you might expect, our findings show
the shift to digital is gaining momentum.
Yet they also reveal that the transition is far
from over. The Australian mobile and online
retail market remains relatively immature,
skewed towards the under-30s, with ample
scope for future growth. That means there
are still opportunities for retailers to benefit
from a growing market, even if they have
been relatively slow to establish a strong
online presence.
At the same time, online shopping behaviour is
evolving. Despite more customers purchasing
online than one year ago, the number of
transactions each makes is declining – whilst
the basket size is growing.

In part, this changing behaviour appears to
be a matter of trust. Growing familiarity with
the online shopping experience, combined
with the greater availability of return and
replacement services, seems to have made
consumers comfortable spending more
online. However, our data also shows that
consumers remain highly selective about
where they will buy online, preferring to
stick to two or three trusted retail brands.
Increasingly, online transactions happen on
a mobile device, something many retailers
recognise as the shape of things to come.
Yet while the majority of retailers transact
over mobile, only around one in 10 are
investing in their mobile presence —
an interesting contradiction.

It’s a similar story with data analytics. 74%
say an integrated customer view is critical to
their long term success, but few are investing
in integration, with many retailers apparently
stalled by the cost and technological
challenges of putting a solution in place.
The result is that while there are many
multichannel retailers — running separate,
unintegrated physical and digital channels —
there are few genuine omnichannel operators.
Only by combining systems across channels for
a single, deep customer view will retailers gain
the true benefit of the increasingly rich seam of
data now generated by every transaction.

For retailers, insights like these are an
opportunity to identify industry best practice
and discover areas for improvement, as well
as those where they already excel. If you’d like
to learn more about how you can put these
insights into practice in your own business,
please get in touch with our team of
retail specialists.

Jerry Macey
National Manager, Retail Industry
Business and Private Banking
jeremy.macey@cba.com.au

Commonwealth Bank of Australia

About Retail Insights
The first Edition of Retail Insights is an exclusive, wide-ranging analysis
of the Australian retail sector. It is based on:
•	An analysis of 80 million online transactions from over 3 million
CommBank cardholders, across 279 brands in 10 retail categories for
the 24 months to March 2015.

•	Quantitative online research conducted by ACA Research, using
online panels and publisher databases, including databases from
Inside Retail, Intermedia and Retail Media. ACA’s surveys were
conducted between 29 July and 24 August 2015 and involved a total
of 501 decision makers from small, medium and large retailers across

Australia, with turnover ranging from less than $1 million to over $500
million. They are focused on four key retail sectors: Homewares &
Hardware; Food & Liquor; Clothing & Footwear and Other Retail.
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of shoppers transact
with three or fewer brands
online each quarter

Under 30s

$$$

account for

43%

of retailers are increasing
technology budgets
but only

forecast better business
conditions in the year ahead,
while

46%

expect conditions to
remain stable

of spend

11%

B

and

21% growth

74%
agree having a single
C

customer view is critical
but only

37%

29%

14%

Average online transaction
values up year on year
but

are increasing
investment in mobile

A

$$$

11%

will increase investment
in channel integration in
the next 12 months

4%

70%

say the weak Australian
dollar has increased costs

but only

average transaction
frequency down

43%

have raised prices

46%
of businesses say
increased access to competitor

information by customers is the biggest
threat to their mobile growth

36%

Only
believe
their business is effective at
actioning insights from data
analytics

SALE
Retailers make

Search results

35%

View by price

of sales online

and
$1,500

$1,560

$1,600

$1,700

View store

View store

View store

View store

18%

of online sales are made
via a mobile device
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Key Insights
The digital
revolution is only
just beginning.
While Australian retailers have made real progress in leveraging
the power of online sales and digital analytics, there is still
ample scope for further innovation — and ample time for late
adopters to get ahead of the curve.
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SA and NT

Qld

NSW and ACT

Vic and Tas

Forecast business conditions over the next 12 months
29% improve

31% improve

37% improve

43% improve

35% improve

51% stay the same

33% stay the same

44% stay the same

42% stay the same

51% stay the same

20% decline

36% decline

19% decline

16% decline

14% decline

Impact of weaker dollar

AU$

Suppliers have increased prices

74%

76%

76%

65%

70%

Retailers have increased prices

41%

57%

45%

39%

45%

Top strategies for higher online sales
Better product range:

44%

N/A*

Better usability:

45%

Better usability:

56%

Better usability:

53%

More competitive promotions:

38%

N/A*

Better product range:

45%

Better SEO:

40%

Better product range:

46%

Better usability:

35%

N/A*

More competitive promotions: 35%

Better delivery:

40%

More competitive promotions: 39%

Insufficient marketing budget: 38%

Technology costs:

Technology costs:

30%

Technology costs:

Technology costs:

25%

Insufficient marketing budget: 32%

Lack of skilled resources/
technical capability:

26%

Strength of competition:

25%

Strength of competition:

29%

Insufficient marketing budget: 26%

Keeping pace with changing
consumer behaviour:

24%

Barriers to ecommerce growth

!

Strength of competition:

48%

Lack of skilled resources/
technical capability:

32%

Keeping pace with changing
consumer behaviour:

32%

32%

30%

Insufficient marketing budget: 27%

Focus areas
Personalisation:

43%

Social media:

50%

Social media:

37%

Social media:

53%

Social media:

49%

Social media:

34%

Loyalty programs:

33%

Personalisation:

30%

Ecommerce:

41%

Retail network expansion:

38%

Loyalty programs:

29%

Ecommerce:

28%

Internal staff:

29%

Loyalty programs:

40%

Ecommerce:

37%

In-store experience:

26%

Personalisation:

25%

Loyalty programs:

26%

Personalisation:

34%

Loyalty programs:

35%

*N/A as a result of small sample size.
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Free shipping

30 day returns

Online
Spending more
online as basket
sizes increase.
Australians are not only spending more online than ever
before, we’re buying bigger ticket items. Yet most of us still
prefer to buy from familiar retail brands. For retailers, that
means there are still opportunities to drive online sales by
harnessing brand strengths.
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Online retail gaining momentum

More Clothing & Footwear retailers offer online sales
Percentage of overall sales generated from online orders

Online retail has been relatively slow to win share in Australia,
but our research suggests it is now gaining momentum. 71% of
the retailers in our survey are generating sales online, including
14% who are pure play digital businesses. Among multichannel
retailers, 18% of sales take place online.

$$

These figures look set to rise steadily over the next five years.
Overall, retailers forecast that online sales will grow 20% over the
year ahead, reaching an average of nearly 40% of sales by 2020.

22%

16%

18%

25%

19%

0%

1-10%

11-20%

21-50%

51-100%

Expected sales generated online by 2020

Homewares
& Hardware

Food &
Liquor

Clothing &
Footware

Other
Retail

0%

25%

41%

18%

29%

1-10%

34%

28%

43%

31%

11-20%

13%

21-50%

13%

51-100%
Mean of
multichannel
retailers

16%
Mean: 19%

7%
4%
20%
Mean: 18%

13%
7%
18%
Mean: 16%

10%
9%
21%
Mean: 18%
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Your Shopping Cart

Transaction sizes up
Shoppers seem to have become more comfortable making
higher value purchases online. CommBank spending data
shows that the average online transaction increased from
$37 to $42 in the last year, with a total average annual spend
per shopper of $692, up from $627. While we’re shopping
online less often - transaction volumes per customer have
fallen over the last year - when we do go go online we are
spending more per transactions.

Shoppers are making larger, but fewer
purchases online

55” LED TV
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-4%

$2,500
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+4%
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N

Average transaction value, frequency and overall
spend per customer

+14%

Shopping cart

=14% total growth spend

30 day returns
12 months to March 2015 vs 12 months to March 2014.

Free shipping

“Convenient returns are an important
driver of online shopping confidence.
With two-thirds of retailers now offering
delivery and collection options,
it’s likely that consumers feel more
comfortable buying bigger ticket items,
knowing they have the option to return
them if they’re not fully satisfied.”
Jerry Macey
National Manager, Retail Industry
Business and Private Banking
Commonwealth Bank of Australia
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Shopping cart
Digital natives drive growth
— for now
When it comes to shopping online, younger Australians
still lead the way. The under 30s not only account for the
highest share of online spending, but the fastest rate of
spending growth.

Online spend share

30s

14%

20%

40s

12%

Digital natives spend more online
30

20

10

Under

50-65s

20%

0

65 >

The under 30s not only account for the
highest share of online spending, but the
fastest rate of spending growth as well.

21%

25%

6%
Online spending and spending growth by age group

Online spend growth

< 30

29%

This is further evidence that the Australian online
shopping market is still relatively immature compared
to more developed overseas markets such as the US
and the UK. This suggests there may still be significant
opportunities for Australian retailers to grow sales online
as our market catches up to our global peers.
Nonetheless, it is also possible that greater distances
and low population density will prevent Australia from
achieving the same levels of online penetration as some
larger international economies.

Age

30

9%

10%
0

10

20

30

10

CommBank Retail Insights

Online

Edition 1

Brand loyalty stays strong online
Despite an enormous choice of outlets and
products, our research suggests brand loyalty
is as strong online as on the high street. Rather
than experimenting with alternatives, 90% of
shoppers transact with three or fewer brands
online each quarter. That may mean we only
shop elsewhere when our preferred retailer
doesn’t offer the online experience we crave,
or that only a limited number of retailers have
been successful in optimising the online
experience. Meanwhile, multichannel retailers
have experienced higher growth than their
online-only competitors, further evidence that
customers may be inclined to search online for
physical retailers they are already familiar with.

That’s both good and bad news for retailers,
depending on their current market position and
growth plans. The good news for bricks and
mortar retailers is that there is still potential to
leverage existing brand recognition online —
provided that the online experience fulfils the
brand promise. The bad news is that generating
more sales online can be challenging. To
succeed as one of the small number of brands
preferred by consumers, it seems that retailers
need to optimise multiple aspects of the online
experience — including search, usability,
product range, payments and delivery.

90%
of shoppers transact

with three or fewer brands
online each quarter

The average number of brands and categories shopped by customers has not
changed significantly

Per customer

April 2013 to March 2014

April 2014 to March 2015

% change

2.73

2.77

1%

2.02

2.05

1%

Brands

Categories
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Playing at home
Most Australian online retailers remain focused
on the domestic market, with only 21% generating
sales offshore. Yet our survey shows retailers
believe there are opportunities to reach out to
a wider market, particularly in New Zealand and
the Pacific region.
To capture a greater share of offshore customers,
digital retailers selling overseas are investing
in initiatives to localise their offers, including
discounted delivery, targeted marketing strategies
and localised websites.

China
Asia

UK

20%

27%

North
America

17%

22%

(excluding
China)

Retailers believe the best opportunities
offshore are in our own neighbourhood
Geographies outside of Australia presenting the
best growth opportunities for online sales

New Zealand
and Pacific Islands

42%

*Respondents were not restricted to a single geography.
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$$$$
Technology

Customer experience is the key
For many retailers, creating an outstanding
customer experience is essential to driving
online sales. A secondary focus is to successfully
market their digital platform through promotions
and search engine optimisation (SEO). The high
cost of both technology and marketing remain
barriers, with skilled resources hard to find and
expensive to hire.

A further challenge is to convert web browsing
into actual sales, with potential customers clicking
through to retailers’ digital channels, but not
completing a purchase. Many retailers are actively
seeking to overcome these obstacles through
strategies to attract customers and boost online
sales — enhancing the usability of their websites,
improving and expanding their product range
online, and offering competitive promotions.

$$$
Marketing

$$$$
Integration

$$$
Skills

$$$
Research

Technology and marketing costs remain a key challenge
Main barriers hindering online sales growth

30%
28%

Cost of technology solutions
Insufficient budget for marketing

24%
24%
24%

Keeping pace with consumer behaviour
Lack of skilled resources / lack of technical capability
Strength of competition
Lack of integration with other channels / systems

17%

Budget $$$$
“Retailers are caught between their customers and their competitors.
While they want to meet changing consumer demands for online
convenience, they are uncertain about how to invest, where to invest,
and how to combat online competition. The result is a kind of inertia.”
Jerry Macey,
National Manager, Retail Industry Business and Private Banking
Commonwealth Bank of Australia
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Boosting sales with strong websites, great products and winning promotions

Pure Play Online

Strategies to increase online sales

32%

Improving cart / basket
payment functionality

51%
42%

37%

36%
26%

16%

17%

Improving visualisation
and usability of website

Offering better products
or product range

+

Retailers undertaking
strategy

15%
More competitive
promotions

SALE

7%
More effective search
engine optimisation

3%

Most effective

Improving cart / basket and
payment functionality

Search...
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Mobile
The next retail
frontier.
Australian consumers love the convenience and freedom
of shopping by mobile — but are retailers keeping up?

BUY
NOW

In stock

Pre-order
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Percentage of
online sales

Mobile sales set to double
Helping to drive the lift in online sales is the growing
popularity of mobile shopping. 18% of online sales now
happen on a mobile device, with that proportion tipped to
double in the next 12 months. That’s despite the fact that
43% of online retailers reported no mobile sales at all.

Now

Those who have invested in mobile are targeting significant
growth. Almost one-third of retailers expect to make more
than half of their online sales via mobile in the next
12 months. Overall, 41% of retailers say more consumers
are using their mobiles to buy more often on mobile devices.

More than half of retailers sell via mobile

0

18%

24%

1-25

25%

24%

26-50

24%

51-100

9%
30

20

10

0

18%

Over the next
12 months

43%

Proportion of online purchases currently made
via mobile devices

40

Sales
(%)

“Greater mobile access will
contribute significantly to our
ability to grow our loyalty club and
increase the number of members
and the amount they buy.”
Retailer
Victoria, turnover under $1 million

Almost

of retailers expect to make more
than half of their online sales via
mobile in the next 12 months

32%
0

10

of online sales
now happen on
a mobile device

20

30

40

“Developing optimised mobile sites
will make it really easy for our
customers to purchase on the go.”
Retailer
NSW, turnover more than $500 million
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The pros and cons of going mobile
For retailers, the potential benefits of a mobile channel
are clear. Time-poor consumers are increasingly
attracted to the convenience of shopping on the go.
And mobile offers a rich source of information about
the individual shopping habits of customers, allowing
businesses to identify individual shoppers (not always
possible online), then use location data to flag when
they are in store and send them customised offers
while they are there.

Mobile set to drive accessibility
The downside of mobility is that customers can easily
access competitor information and offers. In fact,
almost half of retailers (46%) believe mobile devices
will increase the level of competition they face.
Even though they have access to a wider range
of shopping options online, consumers generally
stick to the brands and products they love.
That creates an opportunity for established retailers
to reach out to a wider market through the devices
they carry with them every day.

Biggest opportunities for mobile commerce over the next 12 months

30%

Better accessibility to customers

24%
Improved marketing strategies eg product
placement / push notifications / channels etc 23%
Improved customer service /
communication
21%
Increased customers /
19%
markets / sales
Integration of mobile with other channels

Intensifying competition

Search results
View by price

$1,500

$1,560

$1,600

$1,700

View store

View store

View store

View store

“The main threat is competitors with better mobile
websites and apps designed for smart phones and
better technologies.”

Almost half of retailers
(46%) believe mobile
devices will increase
the level of competition
they face.

Biggest threat hindering growth in mobile commerce over the next
12 months

46%

Competition
Establishing / keeping up
with mobile ecommerce

21%

12%
High costs /
10%
lack of funds
8% Competitive pricing / cheaper products

Lack of skills /
technology / strategy

Retailer, NSW, turnover $20 million – $50 million
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Harnessing the power of mobile
Pure play online and multichannel retailers are taking markedly
different approaches to harnessing the power of mobile.
Multichannel operators are focused on improving accessibility
and integration — aspects that pure play digital retailers are likely
to have already mastered. As might be expected, pure play retailers
appear to be leading the market in developing apps and utilising
social media, maximising their reach across digital channels.
But while many businesses clearly recognise the opportunities
mobile represents, they have also been slow to invest in mobile
platforms. While around one-third of retailers say they are
optimising their web sites for mobile use, only 11% plan to invest
in mobility over the next 12 months, with just 1% saying mobility
is their highest priority investment.
That suggests many are not yet prepared to make the investment
required to become genuine omnichannel operators.

“Many retailers appear to be asking whether
they really need an app, when they can simply
sell through a mobile-optimised website. But
when it comes to leveraging the additional
benefits mobile offers, like rich location data
and location-driven loyalty programs, apps
would seem to come into their own.”
Jerry Macey
National Manager, Retail Industry
Business and Private Banking
Commonwealth Bank of Australia

!
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Data analytics
Know your data –
know your customer.
Online and mobile sales, loyalty programs and social media are delivering
a stream of rich customer data to Australian retailers. Now the challenge
for many is to turn that data into powerful customer insights.

19
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“The challenge for many retailers is to move from being a multichannel business, with multiple retail channels
running independently, to a true omnichannel operation, offering a single customer view. Only then is it
possible to reap all of the benefits of data analytics while creating a seamless customer experience.”
Jerry Macey
National Manager, Retail Industry Business and Private Banking
Commonwealth Bank of Australia

An integrated view

From data collection to customer insights

Three out of four retailers agree that achieving a single customer view is critical.
Nonetheless, our survey found that only 41% of multichannel retailers have integrated
their physical outlets with their other channels, while 19% haven’t integrated any of their
channels. Yet only 11% plan to increase investment in channel integration in the next year.
Overall, our research suggests retailers are held back from further integration by a lack
of expertise and tight budgets.

Despite the rich insights available from data
analytics, the reality is that many retailers
appear to have only an indistinct understanding
of their customers. Even though three in four
retailers analyse at least one data source to
understand customer behaviour, most feel they
are not effective at actioning the insights
derived from their analysis.

Multiple channels, multiple customer views
Customer channels currently integrated for single view

56%
41%
41%
33%

Website
Social media
Retail outlets
Email
Mobile

In other words, retailers know that data is
important — the challenge is to use it effectively
to gain insights into shopping behaviour that
can drive marketing decisions and optimise
the customer experience.

Most retailers don’t feel confident that they are using data analytics effectively
Effectiveness at using data analytics to optimise customer experience

8%
Not at all
effective

23%
Not very effective

33%
About average

25%
Quite effective

11%
Very effective

11%
20

Sector insights
Focusing on
four leading
retail sectors.
While Clothing & Footwear outperforms online,
Food & Liquor leads the way in effective use of data
analytics, and social media is the top investment
priority across all four sectors.

21

st for online s
e
ng

es
al

Str
o

CommBank Retail Insights
Edition 1

Sector insights

Clothing & Footwear
Outlook
The Clothing & Footwear sector is among the most
confident, with 40% of retailers anticipating better
conditions ahead.

Forecast business conditions over the next 12 months
40% improve
47% stay the same
14% decline

Online maturity
Clothing & Footwear retailers lead the way in online sales,
with more online growth expected in future.

82% make sales online
Retailers expect to generate 39% of sales online by 2020

Mobile usage
Mobile users account for 28% of all online sales,
the highest level across the four sectors.
Mobile users account for

28%

of all online sales,
the highest level across
the four sectors’

28% of online sales are made on a mobile device

Data analytics
Despite higher levels of online and mobile team integration,
the sector is least confident in its ability to put data insights
to use.

49% of multichannel businesses have integrated digital with
bricks and mortar teams

Focus areas

Investment priorities over the next 12 months

Fashion businesses are focused on building both their
online presence and their physical presence.

Social media: 56%
Loyalty programs: 44%
Ecommerce: 43%
Retail network expansion: 35%

30% believe their business puts its data insights into practice
effectively

22
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Food & Liquor
Outlook
While over a third of Food & Liquor retailers expect business Forecast business conditions over the next 12 months
conditions to improve, one in five forecast a decline.
37% improve
23% stay the same
20% decline

Online maturity
Food & Liquor remains a largely brick and mortar business.
More than 40% of retailers have yet to sell online.

59% make sales online
Retailers expect to generate 31% of sales online by 2020

Mobile usage
Food & Liquor has one of the lowest rates of mobile sales.

14% of online sales are made on a mobile device

Data analytics
Among businesses who have moved online, channel team
integration is comparatively high. Food & Liquor businesses
are also more confident than any other sector about their
ability to action insights from data analytics — perhaps
reflecting an effective use of loyalty programs and
targeted promotions.

59% of multichannel businesses have integrated digital with
bricks and mortar teams

Focus areas

Investment priorities over the next 12 months

Social media is a high investment priority for the sector,
along with loyalty programs and personalisation.

Social media: 51%
Loyalty programs: 36%
Personalisation: 31%
Data and analytics: 29%

51% believe their business puts its data insights into
practice effectively

23
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Homewares & Hardware
Outlook
One of the two most confident sectors, an overwhelming
majority of Homewares & Hardware retailers expect
business conditions to remain stable or improve.

Forecast business conditions over the next 12 months
40% improve
47% stay the same
12% decline

Online maturity

40%

Forecast conditions to improve

Currently ranked second in online sales, Homewares &
Hardware retailers also forecast a high level of online sales
growth over the next five years.

75% make sales online
Forecast sales online in 2020: 39%

Mobile usage
Mobile sales account for around one in five online
transactions.

18% of online sales are made on a mobile device

Data analytics

47%
Forecast conditions
to stay the same

Despite a comparatively high rate of integration across
teams, most Homewares & Hardware businesses believe
they could use their data more effectively.

60% of multichannel businesses have integrated digital with
bricks and mortar teams
41% believe their business puts data insights into
practice effectively

Focus areas

Investment priorities over the next 12 months

Homewares & Hardware businesses are investing in
an enhanced social media presence and better digital
platforms.

Social media: 44%
Ecommerce: 40%
Data and analytics: 33%
Personalisation: 33%

24
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Other Retail
Outlook
The Other Retail sector includes a range of categories
highly dependent on discretionary consumption, including
bookshops, music, entertainment and recreational goods.
Confidence among these retailers is the lowest across
the four sectors, with only one-third expecting business
conditions to pick up.

Forecast business conditions over the next 12 months
32% improve
46% stay the same
22% decline

Online maturity
Most retailers already sell online — and the sector is the
most optimistic in its forecast of growth in online sales.

22%
forecast business
conditions to decline

71% make sales online
Retailers expect to generate 40% of sales online by 2020

Mobile usage
Mobile sales account for only a relatively small proportion
of online sales.

14% of online sales are made on a mobile device

Data analytics
The sector has the highest rate of integration between
digital and bricks and mortar teams — although only
one in five businesses say they are effective in actioning
data insights.

74% of multichannel businesses have integrated their digital
team with bricks and mortar team
21% believe their business puts its data insights into practice
effectively

Focus areas

Investment priorities over the next 12 months

Many plan to invest in their online channels, with top
priorities including social media and personalisation.

Social media: 44%
Loyalty programs: 35%
Personalisation: 31%
Ecommerce: 30%

25

Talk to us:
Visit commbank.com.au/business/industries/retail-business
Email jeremy.macey@cba.com.au

Things to know before you Can: The report is published solely for information purposes and is not to be construed as advice or recommendations. This report has been prepared without taking account of the objectives, financial
situation and capacity to bear loss, knowledge, experience or needs of any specific person who may receive this report. All recipients, before acting on the information in this report, should consider the appropriateness and suitability
of the information, having regard to their own objectives, financial situation and needs, and, if necessary seek the appropriate professional or financial advice regarding the content of this report. The information in this report is
based on a survey of 501 decision makers from small medium and large retailers across Australia in conjunction with an analysis of 80 million online transactions from over 3 million CommBank cardholders. The Bank believes that
the information in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of its compilation, but no representation or warranty, either
expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement made in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice.
Any projections and forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and estimates could result in materially different
results. This report makes reference to historical data sourced from ACA Research (unless otherwise stated), current as at Quarter 2 2015. All analysis and views of future market conditions are solely those of Commonwealth Bank.
ACA Research and the Bank do not accept any liability for any loss or damage arising out of the use of all or any part of this report. This report was published in November 2015. Commonwealth Bank of Australia ABN 48 123 123 124.
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