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Like any other industry, technological disruption is revolutionising
the retail sector. Tech innovators are constantly creating new
services and avenues for consumers to spend their dollars.
Retailers are facing the juggernaut of e-commerce and the
simplicity of obtaining their needs and wants. This poses a
crucial dilemma to retailers of increasing footfall into their
physical stores and ultimately increasing sales.

Financial experts say the retail sector in Hong Kong would have
to realign their focus especially in the luxury arena and operating
in smaller spaces to be cost-effective. Cynthia Ng, Director of
Retail Services at Colliers International Hong Kong said “Shops
that come with great street-front exposure are the most sought
after, while retailers can compromise on shop size as smaller
shops (sizes below 3,000 sqf) are the most popular and efficient
to operate nowadays amid the growing influence of online
shopping.”

Being Cashless

A boon for retailers would then be to adopt new methods to
entice and attract consumers to spend with them. The wave of
cashless payment services has made a massive impact on the
retail industry as more and more people do away with physical
currencies. Traditional financial credit institutions such as Visa
and MasterCard are jostling one another in a small space with
giant communication tech companies such as WeChat, Alibaba
and Apple which have been incorporating their own payment
services into their ecosystems.

From a sample of 20,000 social mentions gathered from the 4th
quarter of 2018, Meltwater discovered that social forums were
the main platform where conversations on cashless payments
were held. The dominant brand that was being discussed
between consumers was WeChat Pay. It constituted for more
than half of the conversation (54%) while AliPay was next at 31
per cent. A point to note about WeChat Pay, the conversations
were mostly positive (44%) whereas AliPay only registered 17
per cent. Both brands had relatively low percentages of negative
comments at 5 and 8 per cent respectively. This gives retailers a
glimpse of what procuring services with a platform that
consumers have an affinity to can do for their business and act
to maximise that opportunity.
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Trends That Are Shaping the Retail Space in Hong Kong
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Truly understanding the top e-commerce players

What happens to those small and medium retailers and the brick-
and-mortar shops selling their handmade wares in Hong Kong?
This is where e-commerce giants such as Amazon, eBay,
Alibaba and HKTVMall provide a platform specially for these
retailers. The vast environment of the e-commerce landscape
opens up new opportunities for small retailers to sell their wares
not only in Hong Kong but at a global scale. This liberalisation of
any commodity online makes the bridge between customer and
retailer into an automated travellator.

Unsurprisingly Taobao has a foothold in the Hong Kong e-
commerce industry with healthy 68 per cent of social media
mentioning the brand in their conversations. This is followed by
Amazon taking 26 per cent of mentions while eBay and
HKTVMall making up the remaining six per cent. Taobao has
undoubtedly established an extensive bond with both consumers
and retailers in Hong Kong. However, only 12 per cent of
conversations mentioning Taobao were positive while negative
ones stood at 27 per cent. This might reflect some unhappiness
towards the services rendered during transactions made on the
platform. On the other hand, Amazon had fewer mentions on
social media but positive reactions account for 39 per cent of the
conversations compared to 21 per cent of negative mentions.
These sentiments reflect customer satisfaction and it would
benefit any brand’s service teams to reach out directly to the
consumers and negate any more negativity towards the
company.
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HKTVMall 33 67 0 HKTVmall 33 67 0
Amazon 39 40 21 oo S5k 39 40 21
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Leading Opinions on Brands

Key opinion leaders (or KOLs) have a big say in the retail
industry. With affluence, influence and access to the internet
being a big part of the retail industry these days, these KOLs play
a role for brands to develop a familial bridge between them and
their niche of consumers. Alibaba founder and tech visionary
Jack Ma recently said the customer-to-business will be the new
trend for the e-commerce industry. This highlights a view that
consumers will have a bigger say in the direction of how
businesses will formulate their strategies.

KOLs are important to the retail industry as they have an intrinsic
bond between them and brands. They assist brands to propel
their platforms higher as consumers continue to develop an
affinity to the brand. Hong Kong lifestyle website Hypebeast built
their brand over the years by involving KOLs such as
actor/trendsetter Edison Chen, Japanese streetwear doyen Nigo
and hip-hop producer Pharrell Wililams to share their
experiences in their various fields. Consumers recognised
Hypebeast's influence and now the website has spawned to an
e-commerce site, retail stores, television channel, its own
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streetwear label and other various arms. In its last fiscal report,
the company doubled its net profit from HK$23 million in 2017 to
HK$45 million.
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Putting A Face to Retail

On the other end of the scale, there is a new and radical
development in the retail sector where artificial intelligence,
consumer data and enhanced customer service programmes
converge. Facial recognition technology has entered the arena
of the retail space and its evolution has begun to create bespoke
service schemes.

The Chinese company SenseTime has made that leap for retail
companies to delve into the field of biometrics and linking it to
consumer habits. The company raised investments of $1.2 billion
from organisations such as Alibaba Group, Qualcomm and
Temasek Holdings last year and that reveals a telling insight of
its future. With roots in surveillance and security, the company is
diversifying its business model despite concerns of data privacy
and profiling.

SenseTime vice president Jeff Shi says facial recognition allows
retailers to store detailed information about each customer that
comes into the physical store and it can be used to improve
service performance such as designing stores to suit the
customers’ habits. Market research firm Business Insider
Intelligence also predict that Al integration will increase
profitability in the industry by 60% by 2035. Despite criticism
such as the invasion of privacy and data surveillance, the general
consumer population has been receptive to facial recognition
within the retail sector to boost their experience.

In the current economic climate, the Hong Kong retail industry
remains vibrant and upbeat. With the increasing take-up rate of
various technological developments by businesses such as
artificial intelligence into their operations, Hong Kong’s economic
outlook for the industry will continue to be positive and open for
more innovations.
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Meltwater

Meltwater, a pioneer of media intelligence and now Outside Insight, gives businesses the information advantage they
need to stay ahead. More than 30,000 companies have used Meltwater's media intelligence to stay on top of billions
of online conversations and extract relevant insights to strategically manage their brands. With nearly 20 years of
experience analyzing data, Meltwater is dedicated to personal, global service built on the local expertise of 60 offices
across six continents. Meltwater is also committed to fostering the data science ecosystem through MEST, a pan-
African entrepreneurial program and incubator, and Shack15, a global data science community. Learn more at
Meltwater.com.

Website #91lt:  https://www.meltwater.com/hk-en/
Email EE[: apac.marketing@meltwater.com
Tel EE: +852 5808 8852

Information is provided by Meltwater
Bl Meltwater $2 it



